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Real GDP increased 5.5 percent in the first quarter of 2000 after increasing 7.3
percent in the fourth quarter of 1999; the price index for gross domestic pur-
chases increased 3.5 percent after increasing 2.3 percent. Corporate profits in-
creased $46.2 billion (5.0 percent at a quarterly rate) in the first quarter.
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LOOKING AHEAD

Annual Revision of the National Income and Product Accounts. An article pre-
senting the revised estimates for 1997-2000:I and discussing the major sources
of the revisions will be published in the August Survey. Selected revised esti-
mates will be available on July 28 as part of the release of the “advance” GDP es-
timates for the second quarter of 2000.
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Ralph W. Morris
prepared the first
section of this
article, and Daniel
Larkins prepared
the section on
corporate profits.

BUSINESS SITUATION

REAL gross domestic product (GDP) in-
creased 5.5 percent in the first quarter of
2000, according to the “final” estimates of the na-
tional income and product accounts (NIPA’s), af-
ter increasing 7.3 percent in the fourth quarter of
1999 (table 1 and chart 1).! The general picture of
the economy that is indicated by the final esti-
mates is little changed from that shown by the
“preliminary” estimates.

1. Quarterly estimates in the NIPA’s are expressed at seasonally adjusted
annual rates. Quarter-to-quarter dollar changes are the differences between
the published estimates. Quarter-to-quarter percent changes are annualized
and are calculated from unrounded data unless otherwise specified.

Real estimates are calculated using a chain-type Fisher formula with annual
weights for all years except 1999 and quarterly weights for all quarters; real esti-
mates are expressed both as index numbers (1996=100) and as chained (1996)
?ollarsl. Price indexes (1996=100) are also calculated using a chain-type Fisher

formula.

Table 1—Real Gross Domestic Product, Real Gross Domestic Purchases, and Real

Final Sales to Domestic Purchasers
[Seasonally adjusted at annual rates}

Billions of chained (1996) dollars Percent change from
- o . - preceding quarter
ange from preceding
Level quarter 1999 2000
2000 1999 2000
1 mi{w |
] I miw |
Gross domestic product ................ccoeuvrcnrennens 9,158.2| 40.7| 121.5| 157.4] 121.0 19| 67| 73] &5
Less: Exports of goods and services 1,094.6| 10.0] 28.3| 25.6| 16.4(| 4.0f 11.5] 101 62
Plus: Imports of goods and services 1,462.1| 445 47.6] 29.3] 39.8|| 14.4| 149] 87 1.7
Equals: Gross domestic purchases .. 9,500.6| 70.7) 138.3]| 160.8| 142.0]| 3.2] 6.2 7.2} 6.2
Less: Change in private inventories .... 28.0
Nonfarm 34.0
Farm -8.5
Equals: Final sales to domestic purchasers | 9,462.6| 102.8| 114.1| 1329/ 176.6]| 4.7 51 59| 7.8
Personal consumption expenditures 6,217.8] 732| 71.2| 87.2{ 1149|| 51| 49| 59 77
Durable goods ......... 894.1| 17.3| 15.1| 255 47.4 91| 7.7} 130} 24.3
Nondurable goods ... 1,837.91 14.2] 1561 32.7] 259]; 33| 38| 76 58
Services 3501.2] 425| 41.1| 31.3] 465|| 52| 50| 37| 55
Gross private domestic fixed investment ...... 1,688.7] 25.1f 26.3| 10.5] 70.9|| 66| 6.8 2.6} 187
Nonresidential fixed investment ............... 1,311.3| 20.2{ 31.4] 89| 68.1 7.0] 1091 29| 237
Structures 2575 341 24} -3| 11.7]] 531 3.8 -5{ 206
Equipment and software .. ... | 1063.6] 25.2| 357 9.8| 57.2[| 11.2] 15.7] 4.0 247
Residential investment .| 3818) 51| -37] 17[ 48{| 551 -38 18 52
Government consumption expenditures and
gross (L2111 OO 1,5638| 49| 17.0] 343 58| 1.3} 45] 93 1.5
ederal 535.7| 29| 54§ 188[-226{| 211 41| 147]-152
National defense . 340.2) 22| 9.1} 14.1]-222|| -2.6] 11.2] 17.2]-22.3
Nondefense 1953] 50; 3.6} 48 —6j| 1091 -7.1| 103 -1.2
State and local 1027.6] 22| 11.5] 156] 165 9| 48] 64| 67
Addendum: Final sales of domestic product | 9,120.1| 72.5[ 97.5]120.6/1555|| 34| 45| 60| 71

NoTe—Chained (1996) dollar series are calculated as the product of the chain-type quantity index and the 1996 current-dollar

value of the corresponding series, divided by 100. Because the formula for the ~chain-tépe quanti

than one period, the correspondi

indexes uses weights of more

chained-dollar estimates usually are not additive. Chained (1996) dollar levels and residuals,

which measure the extent of nonadditivity in each table, are shown in NIPA tables 1.2, 1.4, and 1.6. Percent changes are calculated
from unrounded data. Percent changes in major aggregates are shown in NIPA table S.1. (See “Selected NIPA Tables,” which

begin on page D-2 in this issue.)
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Real GDP growth decelerated in the first quar-
ter but remained strong. The deceleration prima-
rily reflected downturns in private inventory
investment and in defense spending that were
partly offset by accelerations in private nonresi-
dential fixed investment and in consumer spend-
ing.

The largest contributors to the first-quarter in-
crease in real GDP were consumer spending and
private fixed investment (table 2). The increase
was moderated by an increase in imports of goods
and services (which are subtracted in the calcula-
tion of GDP) and by decreases in private inven-
tory investment and in defense spending.

The final estimate of the change in real GDP is
0.1 percentage point more than the 5.4-percent
increase indicated by the preliminary estimate re-
ported in the June “Business Situation” (table 3).
For 1978-99, the average revision (without regard
to sign) from the preliminary estimate to the final
estimate was 0.3 percentage point. The upward re-

Table 2—Contributions to Percent Change in Real Gross
Domestic Product
[Seasonally adjusted at annual rates]

1999 2000
I 1l v |
Percent change at annual rate:
Gross domestic product ... 19 57 73 5.5
Percentage points at annual rates:

Personal consumption expenditures 336] 333 4.07| 518
Durable goods ... n 62] 1.03] 184
Nondurable good: 64 731 151 117
Services 2.00] 198} 153f 217

Gross private domestic investment . =36| 2261 172| 144
Fixed investment ... 1.10] 1.16 48| 298

Nonresidential 861 133 391 278
Structures . -16] =11} =01 56
Eguipment 1.02] 144 401 219

Residential .... 241 =17 09 23

Change in private -1.46] 1.09] 1.24| -1.54

Net exports of goods and service: -1.35] =73 -=12| -9

Exports 42 119 1.08 68
Goods 321 149 83 46
Services 101 0 24 22

Imports -1.77] -1.92|] -1.20] -1.59
Goods ~1.59| -1.84} 112 -1.30
Services ; -19| -08f -08] -29

Government consumption expenditures and

0SS INVESIMENE ....ovvovvevererennersesernssenienne 23 81 161 -24
ederal A3 26 871 -1.01

National defense ... -10 42 B85F -98

Nondefense ... 231 16 22| -03

State and local 10 55 75 a7

NoTE —More detailed contributions to percent change in real gross domestic product are
shown in NIPA tabie 8.2. Contributions to percent change in major components of real gross
domestic product are shown in tables 8.3 through 8.6.
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vision to real GDP primarily reflected upward re-
visions to consumer spending for durable goods
and to exports and a downward revision to im-
ports. These revisions were partly offset by down-
ward revisions to business investment in
equipment and software and to private inventory
investment. For consumer spending, the upward
revision mainly reflected the incorporation of re-
vised sales data from the annual retail trade survey
from the Census Bureau.? For exports and im-
ports, the revision reflected the incorporation (on

Table 3.—Revisions to Change in Real Gross Domestic Product and Prices, First
Quarter 2000

[Seasonally adjusted at annual rates)

Percent change from Final estimate
preceding quarter minus preliminary
estimate
Chanae in real
DP
Prefiminary |  Final ™
estimate | estimate Percent- B'"(';f’"s
age | chained
points (1996)
dollars
Gross domestic product ..., 5.4 55 0.1 1.5
Less: Exports of goods and services 55 6.2 7 20
Goods 6.8 6.0 -8 -1.6
Services 22 68 48 32
Plus: Imports of goods and services 127 1.7 -1.0 34
Goods 135 1.3 =22 6.2
SEIVICES .vvvrenrrrconenrinns 8.3 13.5 5.2 2.5
Equals: Gross domestic purchases ..o 6.4 6.2 -2 3.4
Less: Change in private inventories =25
Farm .. 3
Nonfarm ........ =27
Equals: Final sales to domestic purchasers 79 78 -1 -1
Personal consumption expenditures 75 7.7 2 35
Durable goods 224 243 19 35
Nondurable goods 5.6 58 2 1.2
Services ........ 56 55 -1 -6
Fixed investment 19.8 18.7 11 -38
Nonresidential 25.2 23.7 -15 -39
Structures 20.7 20.6 -1 -1
Equipment and software 26.6 247 -1.9 —41
Residential ....... 5.2 5.2 0 0
Government consumption expenditures and gross investment ... -12 -1.5 -3 -1.0
FEABTAl .....vooeeevevieeecerirsnree st sssnse -15.1 ~152 -1 -1
National defense -22.3 =223 0 0
Nondefense .......... -9 1.2 -3 -1
State and local 70 6.7 -3 -9
Addenda:
Final sales of domestic product 6.9 71 2
Gross domestic purchases price index 32 35 3
GDP price index 2.7 3.0 3

NoTe—The final estimates for the first quarter of 2000 incorporate the following revised or additional major source data that
were not available when the preliminary estimates were prepared.

Personal consumption expenditures: Revised retail sales for October 1998 through March 2000 that include the incorporation {on
a "best- change” basis) of data reflecting the results of the 1998 Annual Retail Trade Survey. Nonresidential fixed investment: Re-
vised construction put-in-place for February and March, revised manufacturers' shipments of machinery and equipment for March,
and revised petroleum drilling footage for the quarter. Residential fixed investment: Revised construction put in-place for February
and March and revised sales of new homes for January through March.

Change in private inventories: Revised manufacturing and trade inventories for March.

Exports and imports of goods and services: Revised data on exports and imports of goods and services for October 1999 through
March 2000 that include the incorporation {on a “best-change” basis) of revised seasonal factors reflecting the results of the annual
revision of BEA's international transactions accounts.

" Gz;‘vernmenr consumption expenditures and gross investment: Revised State and local construction put-in-ptace for February and
arch.

Wages and salaries: Revised employment, average hourly earnings, and average weekly hours for October 1999 through March
2000 that include the incorporation (on a “best-change™ basis) of revised seasonal factors reflecting the results of the annual revision
of BLS's establishment survey.

GDP prices: Revised export and import prices for January through March, revised unit-value index for petroleum imports for March,
and revised prices of single-family homes under construction for the quarter.
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a “best-change” basis) of data on international
trade in goods and services from the annual revi-
sion of BEA’s international transactions accounts
(ITAs).2 The data resulted in a downward revi-
sion to imports and an upward revision to ex-
ports. The downward revision to equipment
and software was more than accounted for by
transportation equipment, primarily aircraft, re-
flecting the incorporation of revised Census Bu-
reau data. In private inventory investment, the
revision was widespread, reflecting the incorpo-
ration of revised Census Bureau data.

Real gross domestic purchases increased 6.2
percent, 0.2 percentage point less than the pre-
liminary estimate; in the fourth quarter, this
measure increased 7.2 percent.® Real final sales of
domestic product increased 7.1 percent, 0.2 per-
centage point more than the preliminary esti-
mate; in the fourth quarter, this measure
increased 6.0 percent.’

The price index for gross domestic purchases
increased 3.5 percent, 0.3 percentage point more

2. The revised sales data were incorporated on a “best-change” basis. The
final estimates of consumer spending in the first quarter incorporate the
quarterly change implied by the revised estimates of retail sales. The revised
estimates of retail sales will be incorporated in the annual revision of the
NIPA’s that is scheduled for release at end of July.

3. These data were also incorported on a “best-change” basis. The final esti-
mates of exports and imports in the first quarter incorporate the c}uarterly
change implied by the revised ITA estimates. The quarterly levels of the
revised ITA estimates will be incorporated in the upcoming annual NIPA revi-
sion. For further information, see “U.S. International Transactions Accounts,
Revised Estimates for 1982-1999” in this issue.

4. Gross domestic purchases—a measure of purchases by U.S. residents
regardless of where the purchased goods and services were produced—is cal-
culated as the sum of personal consumption expenditures, gross private
domestic investment, and government consumption expenditures and gross
investment.

5. Final sales of domestic product is calculated as GDP less change in private
inventories.

CHART 1

REAL GROSS DOMESTIC PRODUCT

REAL GROSS NATIONAL PRODUCT
On a Command-Basis
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than the preliminary estimate; in the fourth quar-
ter, the index increased 2.3 percent. The upward
revision primarily reflected upward revisions to
“other” personal consumption expenditures
prices—specifically, revisions to the implicit
prices of brokerage and investment counseling
that resulted from the incorporation of newly
available data from the Securities and Exchange
Commission and revisions to the implicit price of
imputed financial charges that resulted from the
incorporation of newly available data from the
Federal Deposit Insurance Corporation. The
price index for GDP increased 3.0 percent, also
0.3 percentage point more than the preliminary
estimate; in the fourth quarter, this measure in-
creased 2.0 percent.

Real disposable personal income (DPI) in-
creased 1.5 percent in the first quarter, 0.7 per-
centage point less than the preliminary estimate;
in the fourth quarter, real DPI increased 4.7 per-
cent. Current-dollar DPI increased 5.0 percent,
0.5 percentage point less than the preliminary es-
timate; in the fourth quarter, current-dollar DPI
increased 7.3 percent. The downward revision to
current-dollar DPI reflected an upward revision
to personal tax and nontax payments that was due
to the incorporation of newly available data on
Federal income tax collections from the Monthly
Treasury Statement and of updated projections of
tax collections for the remainder of the calender
year on the basis of historical collection patterns.
The upward revision to personal tax and nontax

payments was partly offset by an upward revision
to personal interest income that was due to the in-
corporation of newly available data from the Fed-
eral Reserve Board flow-of-funds and the Federal
Deposit Insurance Corporation. The downward
revision to real DPI reflected the downward revi-
sion to current-dollar DPI and an upward revi-
sion to the implicit price deflator for personal
consumption expenditures, which is used to de-
flate current-dollar DPI.

The personal saving rate—personal saving as a
percentage of current-dollar DPI—was 0.3 per-
cent, 0.3 percentage point less than the prelimi-
nary estimate; in the fourth quarter, the rate was
1.8 percent. The downward revision reflected the
downward revision to current-dollar DPI and an
upward revision to personal outlays (largely per-
sonal consumption expenditures). The
first-quarter rate is the lowest since 1946, the first
year for which quarterly estimates are available.

Gross national product (GNP).—In the first
quarter, real GNP—goods and services produced
by labor and property supplied by U.S. resi-
dents—increased 5.8 percent, 0.3 percentage
point more than real GDP (table 4).¢ Income re-
ceipts from the rest of the world increased more
than income payments to the rest of the world;
corporate profits accounted for most of the in-
crease in receipts, and interest income accounted
for most of the increase in payments.

6. GNP equals GDP plus income receipts from the rest of the world less
income payments to the rest of the world.

Julyz000 ¢ 3

Table 4.—Relation of Real Gross Domestic Product, Real Gross National Product, and Real Command-Basis Gross National
Product
[Seasonally adjusted at annual rates]

Billions of chained (1996) dollars Percent change from preceding

Level Change from preceding quarter quarter
2000 1999 2000 1999 2000
| i " v | L L v '
Gross domestic product 9,158.2 4.7 121.5| 1574 1210 1.9 5.7 7.3 55

3244 10.6 99 11.7 16.2 16.3 14.5 16.7 2.7
350.0 103 10.6 30.7 9.9 15.1 15.0 45.8 122

9,1324 409| 1208| 1384| 127.2 19 56 6.4 5.8

Plus: Income receipts from the rest of the world
Less: Income payments to the rest of the world

Equals: Gross national product

Less: Exports of goods and services and income receipts from the rest of the
world 1,4202] 2141 384 375 333 6.7 122 1.6 10.0

Plus: Command-basis exports of goods and services and income receipts from
the rest of the world !

1,444.4 10.2 264 321 228 30 8.0 96 6.6
9,156.6 300/ 1089 1330 1166 14 5.0 6.1 53
101.7 -9 -10 -5 -8 -34 38 ~19 =31

Equals: Command-basis gross national product ...
Addendum: Terms of trade 2

to the corresponding implicit price deflator for imports divided by 100.

NoTE. See note to table 1 for an expianation of chained {1996) dollar series. Levels of these
series are shown in NIPA tables 1.10 and 1.11.

1. Exports of goods and services and income receipts deflated by the implicit price deflator
for imports of goods and services and income payments.
2. Ratio of the implicit price deflator for exports of goods and services and income receipts
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Real GNP on a command basis, which mea-
sures the purchasing power of goods and services
produced by the U.S. economy, increased less than
real GNP—5.3 percent, compared with 5.8 per-
cent—reflecting a deterioration in the terms of
trade.” The terms of trade have deteriorated in
each of the last four quarters.

The national saving rate—gross saving as a per-
centage of GNP—was 18.2 percent in the first
quarter, down slightly from 18.3 percent in the
fourth quarter; the rate remained higher than the
average rate over the current expansion.

7. In the estimates of command-basis GNP, the current-dollar value of the
sum of exports of goods and services and income receipts is deflated by the
implicit price deflator (IPD) for the sum of imports of goods and services and
income payments.

The terms of trade is a measure of the relationship between the prices that
are received by U.S. producers for exports of goods and services and the prices
that are paid by U.S. purchasers for imports of goods and services. It is mea-
sured by the following ratio, with the decimal point shifted two places to the
right: In the numerator, the IPD for the sum of exports of goods and services
and of income receipts; in the denominator, the IPD for the sum of imports of
goods and services and of income payments.

Changes in the terms of trade reflect the interaction of several factors,
including movements in exchange rates, changes in the composition of the
traded goods and services, and changes in producers’ profit margins. For
example, if the U.S. dollar depreciates against a foreign currency, a foreign
manufacturer may choose to absorb this cost by reducing the profit margin on
the product it sells to the United States, or it may choose to raise the price of
the product and risk a loss in market share.

Corporate Profits

According to revised estimates, profits from cur-
rent production increased $46.2 billion (or 5.0
percent at a quarterly rate) in the first quarter af-
ter increasing $35.3 billion (4.0 percent) in the
fourth (table 5).8 First-quarter profits were re-
duced about $5.5 billion by tobacco company
payments related to out-of-court settlements; in
the fourth quarter, profits had been reduced
about $11.2 billion by these payments.

Profits of domestic nonfinancial corporations
increased $36.4 billion (5.9 percent). An increase
in the unit profits of these corporations resulted
from increased unit prices and slightly lower unit.
costs; the real product of domestic nonfinancial
corporations increased 7.5 percent (annual rate).
Profits of domestic financial corporations in-
creased $1.7 billion (0.8 percent). Profits from the
rest of the world increased $8.3 billion (8.5 per-
cent), as receipts of earnings from foreign affili-

8. Profits from current production is estimated as the sum of profits before
tax, the inventory valuation adjustment, and the capital consumption adjust-
ment; it is shown in NIPA tables 1.9, 1.14, 1.16, and 6.16C (see “Selected NIPA
Tables,” which begins on page D-2 of this issue) as corporate profits with
inventory valuation and capital consumption adjustments.

Percent changes in profits are shown at quarterly, not annual, rates.

Table 5—Corporate Profits

[Seasonally adjusted]
Billions of dollars (annual rate) Percent change (quarterly rate)
Level Change from preceding quarter 1999 2000
2000 1999 2000
I Il v |
| I (] v 1

Profits from current production 965.6 -64 36 353 46.2 -7 ) 40 50
Domestic industries 859.8 5.5 =11 459 379 -7 =1 59 4.6
Financial 203.2 ~7.8 44 195 1.7 4.2 25 10.7 8
Nonfinancial 656.7 23 5.5 26.3 364 4 -9 44 59
Rest of the world 105.8 -1.0 48 -10.6 8.3 -9 46 -9.8 85
Receipts (inflows) 187.0 71 54 45 13.0 45 33 27 75
Payments (outflows) 81.3 8.1 k) 15.1 48 15.2 1.0 246 6.3

IVA —26.7 -26.9 ~13.1 1.8 -1.8

CCAdj 55.7 27 —-1.2 1.0 =23

Profits before tax 936.5 17.7 180 325 50.2 22 21 38 5.7

Profits tax liability 290.8 6.4 5.0 16.3 15.1 26 20 63 5.5
Profits after tax 645.8 1.3 129 16.3 35.2 20 22 27 5.8
Cash flow from current ProduCtion .............ccueiennirssesrennse 930.7 8.7 123 209 408 -7 1.3 22
Domestic industry profits:

Corporate profits of domestic industries with IVA ......... 804.1 -82 A 449 40.2 -1.1 0 6.2 5.3
Financial 228.4 70 56 21.0 35 -34 2.8 10.3 1.5
Nonfinancial 575.8 -1.3 -55 239 36.8 -2 -1.1 46 6.8

Manufacturing 179.6 -3.2 47 -238 19.3 -19 28 -1.7 12.0
Transportation and public ULilities ... 13241 —4.0 94 10.7 4.1 -36 8.8 9.1 32
Wholesale trade 453 9 -5.2 37 25 22 -1n9 9.5 6.0
Retail trade 825 -3 7.7 49 99 -4 -10.2 72 136
Other 136.3 54 27 74 10 45 22 57 8
Dollars
Unit price, costs, and profits of nonfinancial corporations:

Unit price 1.018 0.003 0 0.002 0.004

Unit labor cost 656 003 0 -002 001

Unit nonlabor cost 236 0 003 001 0

Unit profits from current production .............eeceresesencresenes 126 -001 -003 003 005

NOTE—Levels of these and other profits series are in NIPA tables 1.14, 1.16, 6.16C, and 7.15.
IVA inventory valuation adjustment
CCAdj Capital consumption adjustment
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ates of U.S. corporations increased more than
payments by U.S. affiliates of foreign corpora-
tions.’

The revised estimate of profits from current
production is $11.7 billion higher than the pre-
liminary estimate. Profits from the rest of the
world were revised up $6.9 billion, mainly reflect-
ing a downward revision to payments by U.S. af-
filiates of foreign corporations.  Profits of
domestic nonfinancial corporations were revised
up $3.8 billion, and profits of domestic financial
corporations were revised up $1.1 billion.

Cash flow from current production, a prof-
its-related measure of internally generated funds
available for investment, increased $40.8 billion
after increasing $20.9 billion.!® The ratio of cash
flow to nonresidential fixed investment, an indi-
cator of the share of the current level of invest-
ment that could be financed by internally
generated funds, decreased from 79.8 percent to
78.8 percent. During 1991-99, the ratio fluctu-
ated between 78.6 percent and 94.0 percent; it av-
eraged 85.1 percent.

Domestic industry profits and related mea-
sures.—Domestic industry profits increased $40.2

9. Profits from the rest of the world is calculated as (1) receipts by U.S. resi-
dents of earnings from their foreign affiliates plus dividends received by U.S.
residents from unaffiliated foreign corporations minus (2) payments by U.S.
affiliates of earnings to their foreign parents plus dividends paid by U.S. corpo-
rations to unaffiliated foreign residents. These estimates include capital con-
sumption adjustments (but not inventory valuation adjustments) and are
derived from BEA’s international transactions accounts.

10. Cash flow from current production is undistributed tJ;])roﬁts with inven-
tory valuation and capital consumption adjustments plus the consumption of
fixed capital.

billion after increasing $44.9 billion.!! Profits of domes-
tic nonfinancial corporations increased $36.8 billion af-
ter increasing $23.9 billion. The step-up was accounted
for by an upturn in manufacturing profits and a step-up
in retail trade profits; in contrast, profits of the trans-
portation and public utilities group, of wholesale trade,
and of “other” nonfinancial corporations increased less
than in the fourth quarter. Profits of domestic financial
corporations increased $3.5 billion after increasing
$21.0 billion; the large fourth-quarter increase had re-
flected a rebound from the effects of Hurricane Floyd in
the third quarter.

Profits before tax (PBT) increased $50.2 billion after
increasing $32.5 billion. The first-quarter increase in
PBT was slightly larger than the increase in profits from
current production because of decreases in the inven-
tory valuation adjustment and the capital consumption
adjustment.'[ 4

11. Domestic industry profits are estimated as the sum of corporate profits before tax
and the inventory valuation adjustment; they are shown in NIPA table 6.16C (on page
D-17 of this issue). Estimates of the capital consumption adjustment do not exist at a
dectlailed industry level; they are available only for total financial and total nonfinancial
industries.

12. As prices change, companies that value inventory withdrawals at original acquisi-
tion (historical) costs may realize inventory profits or losses. Inventory profits—a capi-
tal-gains-like element in profits—result from an increase in inventory prices, and
inventory losses—a capital-loss-like element in profits—result from a decrease in inven-
tory prices. In the NIPA's, inventory profits or losses are removed from business incomes
by the inventory valuation adjustment (IVA); a negative IVA removes inventory profits,

“and a positive IVA removes inventory losses.

The cagital consumption adjustment converts depreciation valued at historical cost
and based on service lives and depreciation patterns specified in the tax code to depreci-
ation valued at replacement cost and based on empirical evidence on the prices OF used
equipment and structures in resale markets. For more information on depreciation in
the NIPA's, see Shelby W. Herman, “Fixed Assets and Consumer Durable Goods: Esti-
mates for 1925-98,” Survey oF CurrenT BusmEss 80 (April 2000): 17-30.
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Real Inventories, Sales, and Inventory-Sales Ratios
for Manufacturing and Trade

TABLES 1, 2, and 3 show quarterly and monthly
estimates of real inventories, sales, and inventory-sales
ratios, respectively. Table 4 shows real manufacturing
inventories by stage of fabrication. Real estimates are in
chained (1996) dollars.

Data availability

Quarterly estimates for 1977:1-1999:II of real
manufacturing and trade inventories, sales, and
inventory-sales ratios and real manufacturing inventories
by stage of fabrication were published in the January
2000 Survey oF CURRENT BUSINESS.

Table 1.—Real Manufacturing and Trade Inventories, Seasonally

The quarterly estimates for 1967—-1999 are available
as downloadable files on BEAs Web site at
<www.bea.doc.gov>, click on “GDP and related data”
and look under “time series estimates.”

The most recent estimates are also available by
subscription from BEA: On diskette as part of the
NIPA monthly update (product number NDS-0171,
price $204.00) and as separate monthly printouts
(product number NLS-0166, price $108.00). To
order using Visa or MasterCard, call the BEA Order
Desk at 1-800-704-0415 (outside the United States,
202-606-9666). [oa8

Table 2—Real Manufacturing and Trade Sales, Seasonally Adjusted at

Adjusted, End of Period Monthly Rate
[Billions of chained (1996) dollars] [Billions of chained (1996) dollars]
1999 | 2000 1999 2000 1999 { 2000 1999 2000
[\ ] Nov. | Dec. | Jan.” | Feb.” | Mar.” | Apr.? v | Nov. | Dec. { Jan.” | Feb.” | Mar.” | Apr.?
Manufacturing and trade .......... {1,162.8|1,169.0 | 1,156.6 | 1,162.8 { 1,164.6 | 1,166.7 | 1,169.0 | 1,173.0 Manufacturing and trade .......... 885.3| 901.8| 886.4| 895.0| 901.4| 8994| 9047| 9008
Manufacturing ..... 4776| 4805} 477.7| 477.6| 4787| 481.4| 4805| 4819 Manufacturing 37021 376.0| 3710| 373.2) 3757| 3738 3785| 3739
Durable goods 2063| 298.1) 2966| 2963| 297.1| 2990} 298.1| 2993 Durable goods ............. 2152 2205} 2153| 217.2| 2206| 217.8] 2231| 221.0
Primary metal industries . 245 2471 245| 245 248| 248| 247 250 Primary metal industries .. 165| 167) 166] 167 168| 168] 166| 163
Fabricated metal products | 3191 320f 320| 39| 21| 322 20| 320 Fabricated metal products ............. | 199] 2011 202f 198] 201} 199} 202! 199
Industrial machinery and equipment 6401 641| 639 640| 643] 646 641} 641 Industrial machinery and equipment 500| 8311 01| 497| $533| 522) 537] 563
Electronic and other electric Electronic and other electric
CQUIBMENL .cecerrrore ..{ 466| 468| 455| 466{ 465| 470f 468 474 quipmer . 74| 405} 3731 381| 40 42| 414| 410
Transportation equipment 849 65.4 66.5 649| 646 65.3 85.4 653 Transportation equipment ..........c.... 486 482 483 500| 487 470 489 46.6
Mator vehicles and equipment ..... 178 1771 1781 178} 178] 180| 177 180 Motor vehicles and equipment ..... 338| 344 338( 3451 348] 335] B849] 35
Other transportation equipment ... 472 478| 488| 472| 469| 475| 478 474 Other transportation equipment ... 149] 138 147 1585] 140} 135] 141 141
Other durable goods ! ........ooovverreenere 647| 653 645| 647| 652| 655| 653] 659 Other durable goods ! ........ccceuvereerns 439 438| 440| 440| 4341 437 444) 434
Nondurable goods ............ 1813 1824 181.1| 1813} 1816 1824| 1824] 1826 Nondurable goods 165.3| 1559| 1559 1562 1555| 1562| 1559| 1535
Food and kindred products . a1l H3| 4 “il 410] 42| 41.3] M0 Food and kindred products 428 4251 491 429| 43| 425 47} 427
Paper and allied products ... 164| 167| 165| 164 167| 168| 167{ 1638 Paper and allied products 149] 141 143] 144 140] 141] 1431 138
Chemicals and allied product; 495| 495| 494| 495| 494 494 495 497 Chemicals and allied prodh 342 343 345| 341) 39| 47| M2 B8
Petroleum and coal products 1301 133| 131} 130| 132 133| 13| 137 Petroleum and coal produdts .... 1811 164| 162| 164} 170| 164} 158 150
Rubber and miscellaneous pi Rubber and miscellaneous plastic
products ... 17.7] 1797 1791 77| 177} 180 179| 180 products 142] 1441 1431 1441 143| 144] 145] 143
436| 438| 433| 436| 434] 436| 438] 433 Other nondurable goods 2 339| 342] 338| 341| 340| 341f 345] 349
Merchant wholesalers 3216| 3255) 321.2| 3216) 3230| 3240| 3255| 3275 Merchant wholesalers 2463] 2488| 2470 2486 2504| 247.4| 2487} 2507
Durable goods 2072 2103| 207.0( 2072| 208.1| 2003| 2103{ 2124 Durable goods ... 134.3] 1359 1343| 1364 1365 1353] 1358| 1364
Nondurable good 1143] 1152 1141 1143] 1149| 1147] 1152] 1152 Nondurable goods ... 1120] 113.0] 1126] 1122 1139} 1121] 1129 1143
Groceries and far 408| 408| 410] 408| 409| 407( 408| 407 Groceries and farm products 4511 450| 455| 448| 449 4491 4511 458
Other nondurable goods . 740| 748| 736| 740| 744| 745] 748| 749 Other nondurable goods 669 680] 672) 675| 689) 67.2( 67 684
Retall trade 3633| 362.8| 3576 363.3| 3627 361.2| 3628| 3634 Retail trade 2687 276.8| 2683| 2731 2752| 2780| 277.3| 2760
Durable goods ... 2009| 2005] 1964 2009( 2008( 1984} 2005| 2021 Durable goods 11941 12571 1195| 12201 1246) 1266} 1258) 1244
Motor vehicle d 1039] 1029 1015 1039] 1045( 101.9) 1029 1042 Motor vehicle d 63.1] 670] 32| e644f 667[ 679 5| 655
Other durable goods 3 9761 949] 99| 93] 95] 978| 979 Other durable goods 543 5611 544| 553) 555| 56| 568] 662
goods 1625] 1623| 1612} 1625 1620] 1628] 1623| 1614 Nondurable goods .. 151.9| 154.7| 151.4| 1541] 1539] 155.0| 1552} 1555
Food Stores .........-vvre.. 2, 31.9 1 320| 319] 320 319 319 Food stores ... 378| 374| 375| 388{ 372| 374 375( 384
Cther nondurable goods . 1306! 1304| 1294] 1306 130.1] 1308] 1304] 1295 Other nondurable goods .. 139 1169 113.7| 115.1] 1164} 1172 1172} 1169
2 Preliminary. 2 Preliminary.
Revi 4 " Revised

ised.
1, Includes lumber and wood products; furniture and fixtures; stone, clay, and glass products; instruments and
related products; and miscellaneous manufacturing industries.

2. Includes tobacco manufacturers; textile mill products; apparel products; printing and publishing; and leather
and leather products.

3. Prior to 1981, inventories and sales of auto and home supply stores are included in motor vehicle dealers.
Beginning with 1981, these inventories are included in “other durable goods.”

Nove—~Manufacturing inventories are classified by the type of product produced by the establishment holding
the inventory. Trade inventories are classified by the type of product sold by the establishment holding the inventory.

Chained (1996) dollar inventory series are caiculated to ensure that the chained (1996) dollar change in inven-
tories for 1996 equals the current-dollar change in inventories for 1996 and that the average of the 1995 and 1996
end-of-year chain-weighted and fixed-weighted inventories are equal. Chained (1996) dollar final sales are calculated
as the product of the chain-type quantity index and the 1996 current-dollar value of the corresponding series, divided
by 100. Because the formula for the chain-tg’.w quantity indexes uses weights of more than one period, the cor-
responding chained-dollar estimates are usually not additive. The residual line is the difference between the first
line and the sum of the most detailed lines for inventories.
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1. Includes lumber and wood products; fumniture and fixtures; stone, clay, and glass products; instruments and
related products; and miscellaneou: facturing industri

g‘l Ingudmbaoco manufacturers; textile mi?f products; apparel products; printing and publishing; and leather
and leather ucts.

3. Prior to 1981, inventories and sales of auto and home supply stores are included in motor vehicle dealers.
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indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive.




SURVEY OF CURRENT BUSINESS

Table 3.—Real Inventory-Sales Ratios for Manufacturing and Trade,

July2000 o 7

Table 4—Real Manufacturing Inventories by Stage of Fabrication,

Seasonally Adjusted Seasonally Adjusted, End of Period
[Ratio, based on chained (1996) dollars] [Billions of chained (1996) dollars]
1999 | 2000 1999 2000 1999 | 2000 1999 2000
7 | Nov. | Dec. | Jan.” | Feb.” | Mar.” | Apr.” v I Nov. | Dec. | Jan.” { Feb.” | Mar.” | Apr.p
Manufacturing and trade ... t31] 1300 131] 130 1.29] 130] 1297 130 Materials and supplies .
Manufacturi 129 128 129| 1.28| 1.27] 129] 127 1.9 Manufacturing ............ommmmecnnnnncsicsnes 164.7| 16491 1630| 164.7] 1639| 1649 1649 1647
Durable goods ............ 138] 13s| 38| 38| 135] 137| 1934) 136 Durable goods .............. 985! 982 972| 985| 975[ 985 982 983
Primary metal industries 149 148( 148! 147| 147] 149] 149] 1 Primary metal industries . 8.1 84 8.0 8.1 82 82 84 83
Fabricated metal products 1.60 1.59 159 161 1.60 1.62 158 161 Fabricated metal products . 11.5 11.6 114 115 115 11.6 11.6 115
Industrial machinery and equipment 128 121 128) 129 121] 124} 139 114 Industrial machinery and equi 218 2.3 214f 28] 207] 2100 213| 210
Electronic and other electric Electronic and other electric
SQUIDMENE ...cevccrecreeenn 125} 116| 122{ 122] 1a6f 117} 1.14| 116 quipment 1861 19.0f 180] 186 187[ 19.1f 190} 190
Transportation equipment 134] 136f 1.38| 130 1.33| 139{ 134 140 Motor vehicles and equipment ......... 94 94 9.0 94 95 95 94 9.6
Motor vehicles and equipment ..... 53 52 53 52 51 .54 51 55 Other transportation equipment 55 5.1 6.1 55 57 56 5.1 54
Other transportatio!n equipment .. | 317| 345} 332| 304] 336! 353| 340 337 Other durable goods ! ........... 237 2357 234( 237 234 236| 235| 286
Other durable goods ! .......umieinee 147 149 146 147 1.50 150 147 152 Nondurable goods 62| 667 658 662 66.4 66.4 67! 64
Nondurable goods ................ 117 117 116 1.16 117 117 117 1.1 Food and kindred products 13.0 12.8 12.6 130 128 127 128 12.6
Food and kindred products .. 96 9 95 96 97 97 97 96 Paper and allied products .. 82 83 82 82 82 83 83 83
Paper and allied products ... 116  1.18] 138] 1141 ta8f 119 197] 122 Chemicals and allied products 63| 163] 160} 163] 163| 162} 163] 161
Chemicals and allied products .. 145| 144 143} 1451 146| 1421 145} 147 Petroleum and coal products ........... 37 39 39 37 39 39 39 41
Petroleum and coal products 81 81 81 79 78 81 84 91 Rubber and miscellaneous plastic
Rubber and miscellaneous plastic , 15 77 75 75 75 77 77 78
PrOAUCES ..cv.ecoumenrecrucnee - 125 1.25 1.25 1.23 124 1.25 124 1.26 17.6 17.6 175 17.6 175 174 17.6 17.5
Other nondurable goods 2 129 127| 128] 128| 1.28] 128| 1.26{ 127
Work-in-process
Me:"’"' "’"°L“°'°" 131 13 :” 129 1] A3 A A 00U e | 1436|1436 1458] 1036 | 1437 1043 136] 1043
Mo oeis VoAl il 1 iR 12| 1B R 1 ouable goods ... 12g| 1129| 1149 1128 nas] waz| 1129 1135
Groceries and fam products 911 81| 80| 82| 91| 91| 91| 89 Primary metal industries . 831 83 83 831 841 B84) 83] 85
Other rondurable goods .......... | 141] 110 130| 110] 108 131] 10| 109 Fabricated metal products .. 91 91 92p 91l 931 941 91| 93
Industrial machinery and equipment 211 218] 23| 21| 27| 227 28} 219
Retall trade ..o rennsnicsiiisnes 138] 131 133 133] 132 130 1.3 1.32 Electronic and other electric ol 158l 158l 1sol 18l 158 s 60
EQUIDMENT ovveuecrrcsseencecsens . : . X y 4 15. 16.
Durable goods ............. 1.68 1.60 164] 165 161 1.57 1.59 163 Motor vehicles and equipment 44 43 47 44 43 44 43 44
gggr' ;ﬁpa}gg dgg‘ggss b I I IR S A ] (] B 1 Qther transportation equipment 34| 371! 376| 364| 360| 364| 371| 388
Nondurable S . I ovort vosl vorl ios! tos| wos| vos| 1os Other durable goods 166 168; 1701 168; 1691 170| 168} 170
F0Od SIOrES cvvrvvrrreene 85 85 85 82 86 85 85 84 Nondurable goods ............... 308/ 307 309] 308 306| 305) 307) 308
Other nondurable goods 1.15 112 114 114 1121 142 1N 111 Food and kindred products 6.7 6.8 6.7 6.7 6.7 68 6.8 6.9
Paper and allied products .. 18 1.7 18 1.8 18 18 1.7 1.7
# Preliminary. Chemicals and allied products 87 86 87 87 84 84 88 88
*Revised. Petroleum and coal products .. 33 32 32 33 32 32 32 33
1. Includes lumber and wood products; fumiture and fixtures; stone, clay, and glass products; instruments and Rubber and miscellaneous plas!
related products; and miscellaneous manufacturing industries. PIOGUCIS o 23] 23} 23] 23| 22| 22| 23] 23
2. Includes tobacco manufacturers; textle mill products; apparel products; printing and publishing; and leather Otier nondurable goods 821 81| 82| 82| 83 83 &1l 80
and leather products. Finished goods
3. Prior to 1981, inventories and sales of auto and home supply stores are included in motor vehicle dealers.
Beginning with 1981, these inventories are included in “other durable goods.” Manutacturing ........cc.cecocnnnnscccnnenes 1633 1720] 1689 169.3) 171.0| 1723| 1720] 1729
NoTe—Manufacturing inventories are classified by the type of product produced by the establishment holding Durable goods ............. 8.1| 872| 846f 851 865 869{ 872] 876
the inventory. Trade inventories are classified by the type of product sold by the establishment holding the inventory. Primary metal industries . 8.1 8.1 82 8.1 82 82 8.1 82
Fabricated metal products 1.3 113 11.3 1.3 114 1.3 11.3 1.2
Industrial machinery and equi 20.1 213 202) 204 2081 210 213 212
Electronic and other electric
CQUIDMENE ovvvvvvvervseessesisassesen 1201 1206 1171 120y 120} 124 1201 124
Motor vehicles and equipment 40 4.1 4.1 4.0 40 44 44 41
Other transportation equipment 53 55 5.2 53 5.2 55 55 55
Other durable goods ! ............ 244| 250] 240 244| 250 248 250 252
Nondurable goods 8421 849 843 842| 846] 854; 849] 854
Food and kindred products 2151 2181 215 215) 18] 217 216| 214
Paper and allied products ... 65 6.7 65 85 6.6 8.7 8.7 6.8
Chemicals and allied products 245) 246) 247] 245] 247 248 246| 250
Petroleum and coal products .. 6.0 62 59 6.0 6.0 62 62 6.3
Rubber and miscellaneous plastic
[Slele T U ———— 79 7.9 82 79 79 8.1 79 8.1
Other nondurable goods 2 178| 178 175 178| 176| 178 178| 178
2 Preliminary.
” Revised.
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1. includes lumber and wood products; fumiture and fixtures; stone, clay, and glass products; instruments and
related products; and miscellaneous manufacturing industries.

2. Includes tobacco manufacturers; textile mill products; apparel products; printing and publishing; and leather
and leather products.

" NoTe—Manufacturing inventories are classified by the type of product produced by the establishment holding
@ inventory.

Chained (1996) dollar inventory series are calculated to ensure that the chained (1996) dollar change in inven-
tories for 1996 equals the curreni-dollar change in inventories for 1996 and that the average of the 1995 and 1996
end-of-year chain-weighted and fixed-weighted inventories are equal. Chained (1996) dollar final sales are calculated
as the product of the chain-type quantity index and the 1996 current-dollar value of the corresponding series, divided

100. Because the formula for the chain-type quantity indexes uses weights of more than one period, the cor-
responding chained-dollar estimates are usually not additive. ’
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U.S. Travel and Tourism Satellite Accounts

for 1996 and 1997

By David I. Kass and Sumiye Okubo

IS article presents estimates of the trave] and
tourism satellite accounts (TTSA’s) for 1996
and 1997, which update the 1992 TTSAs.! The
1996 and 1997 TTSA’s show that travel and tour-
ism continue to be significant and growing activi-
ties in the U.S. economy. They identify the
industries that benefit directly and indirectly from
travel and tourism.

The TTSA's are particularly useful because tour-
ism is not generally treated as a separate industry,
so comprehensive data on tourism do not exist in
most nations’ economic statistics. These data are
instead scattered among other industries—such as
transportation services, restaurants, and sporting
goods. Thus, statistics on tourism and on its eco-
nomic impact tend to be an assembly of anecdotal
and partial information on the numbers of travel-
ers, recreational activities, and other physical mea-
sures of travel and tourism. The estimates of
spending on travel and tourism that are available
from trade associations, State agencies, and con-
sultants often use different definitions and vary in
terms of quality and timeliness.

The TTSA framework links tourism expendi-
tures to the industries that produce tourism goods
and services in the United States, and it is directly
related to the U.S. national economic accounts.
The TTSA’s define travel and tourism as the eco-
nomic activity generated inside the United States
by “visitors” of all types—for business and plea-
sure, by residents and nonresidents alike—and
outside the United States by U.S. residents.?

* The TTSA’s are based on the input-output (I-O)
accounts, which trace the full range of commodi-
ties that are produced by each industry in the U. S.
economy and are used by final consumers and
which include the industry distribution of value

1. For an overview of the 1992 TTSA’s, see Sumiye Okubo and Mark A. Plant-
ing, “U.S. Travel and Tourism Satellite Accounts for 1992,” SurvEY oF CURRENT
Business 78 (July 1998): 8-22.

The TTSA’s were developed by the Bureau of Economic Analysis with the sup-
port of the Tourism Industries Office of the International Trade Administration,
U.S. Department of Commerce.

2. The term “visitor” is used because it is more descriptive of the travel activi-
ties included in the TTSA’s than the term “tourist,” which connotes a person
who travels for leisure only.

added. The TTSA’s, as an extension of the I-O ta-
bles, focus on the travel and tourism commodities;
they expand the detail provided for these com-
modities, and they simplify the rest of the com-
modity flows into an aggregate “other” category
(see table 12.1). In the TTSA’s, the travel and tour-
ism commodities are identified, the total available
supplies of these commodities are estimated, the
share of each travel and tourism commodity and
of “other” commodities that are purchased by
“visitors” is calculated, and the sum of the shares is
traced through the accounts to estimate travel and
tourism demand. The TTSA’s also provide esti-
mates of travel and tourism value added that con-
sist of the total value added of only the travel and
tourism industries.

The 1996 TTSA’s are based on the 1992 TTSA’s
and the 1996 annual I-O accounts, which is the lat-
est year currently available. The 1997 TTSA’s are
derived by extending the 1996 estimates in order to
provide more recent information.

As in the 1992 TTSA’s, three alternative meth-
odologies are used to prepare the estimates of
shares of commodities purchased by visitors and
nonvisitors. The results are presented as a range,
rather than as a single estimate (tables 10-14). One
important reason for providing a range is that the
information available to allocate commodities be-
tween visitors and nonvisitors is generally based
on relatively small sample surveys and indirect
methods. The discussion focuses on the mid-
range, method 2, estimates (tables 2—6).

From 1992 to 1997, the output and the employ-
ment of the travel and tourism industries grew
more rapidly than those of the overall economy.
nghhghts include the following:

Final domestic demand (in nominal terms) for

travel and tourism grew at an average annual

rate of 6.9 percent from 1992 to 1997, and its
share of gross domestic product (GDP)
increased from 3.1 percent to 3.3 percent.>

3. “Tourism final demand” now excludes business tourism demand; as a
result, the shares of GDP that are presented in this article are lower than the
shares that were estimated in the earlier TTSA article (see Okubo and Planting,
“U.S. Travel and Tourism Satellite Accounts for 1992,” 8; table 1).
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* Leisure travel expenditures by U.S. households
accounted for the largest share of tourism
expenditures in the United States in 1997—43
percent, up from 41 percent in 1992.

+ International visitors to the United States
account for about a third of the U.S. trade sur-
plus in services. The trade surplus for tourism
rose from $21.5 billion in 1992 to $24.5 billion
in 1997.

* Value added (in nominal terms) of all travel and
tourism industries grew at an average annual

rate of 7.5 percent from 1992 to 1997—faster:

than the annual GDP growth rate of 5.6 percent

and faster than the growth rates for the manu-

facturing (5.3 percent), communications (5.6

percent), and services (6.6 percent) industries.

Among the tourism industries, automotive

rental and leasing grew the fastest at 13.8 per-

cent.

*+ The tourism industries with the highest value
added in 1997 were hotels and lodging ($54.6
billion), passenger air ($46.1 billion), eating and
drinking places ($26.7 billion), and gifts, souve-
nirs, and other spending ($14.1 billion). The
relative size of tourism industries has not
changed since 1992.

» Employment in travel and tourism industries
rose steadily from 3.9 million in 1992 to 4.8 mil-
lion in 1997; the annual rate of increase of 2.7
percent exceeded the 2.0-percent growth in total
U.S. employment. Travel and tourism industries
employed twice the number of workers in agri-
culture, eight times that in mining, and three
times that in communications.

+ The TTSA’s show the ripple effects of tourism
expenditures on other industries. In 1996, for
every dollar of tourism expenditures, $1.68 of
industry output was generated—that is, U.S.
travel and tourism expenditures of $435 billion
generated an additional $295 billion of industry
output for a total of $729 billion of gross output
(direct plus indirect).

The first section of this article summarizes the
TTSA estimates for 1996 and 1997. The second
section provides an overview of the methodologies
that were used to estimate the TTSA’s for 1996 and
1997.

Estimates of Travel and Tourism

for 1996 and 1997
The 1996 and 1997 TTSA’s provide a basis for mea-

4. See Sherlene K. S.Lum, Brian C. Moyer, and Robert E. Yuskavage,
“Improved Estimates of Gross Product by Industry for 1947-98,” Survey 80
(June 2000): Table 1, 41.

suring changes in travel and tourism activities
since 1992. They show changes in visitor spending
by type of visitor and commodity, the growth of
travel and tourism industries and employment in
these industries, and the ripple effects of this
spending on other U.S. industries.

Tourism demand

In 1992-97, domestic tourism’s final demand-—to-
tal tourism demand, less travel by U.S. residents
abroad, less business tourism demand—increased
at an average annual rate of 6.9 percent, while
GDP increased at an average annual rate of 5.6
percent.’ Tourism final demand purchases in the
United States increased from $198.5 billion, or 3.1
percent of GDP, in 1992 to $277.6 billion, or 3.3
percent of GDP, in 1997 (table 1).

By category, the relative ranking of expenditures
in 1997 was unchanged from that in 1992 (chart
1). The largest expenditures were in passenger air
travel, followed by hotels and lodging, meals and
beverages, and gifts, souvenirs, and other spending
(PCE for nondurable commodities other than gas-
oline and oil) (table 2).

In 1992-97, the tourism expenditure categories
with the fastest growth rates were other vehicle
rental (18.3 percent annual growth rate) and recre-

5. These expenditures were deducted from total tourism demand so that
domestic tourism final demand would be comparable with GDP. (Business
expenditures are treated as intermediate expenditures in the NIPA's.) Including
business tourism demand results in total domestic tourism demand of $295 bil-
lion in 1992, $385 billion in 1996, and $408 billion in 1997 (see chart 1).

Tourism final demand includes all tourism expenditures for tourism com-
modities as well as nontourism commodities. It differs from tourism industry
value added, which includes only the value added that is generated by tourism
industries and excludes value added from nontourism industries (for example,
industries that produce personal consumption expenditures nondurable com-
modities).

These results are similar to the corresponding 5-year average annual growth
rates in tourism expenditures derived from the surveys by D.K. Shifflet and
Associates (6.9 percent) and by the Travel Industry Association of America (5.9
percent).

Table 1.~Key Indicators of Tourism Activity in 1992, 1996,

and 1997
. Percent
T iy | o Employ- | Share of GDP
inal pensa- | Employ- are of
value . Share of
i i (s (ou- Tourism | Toutism
okl | | S| 5 | i sty | o Ty
dollars) demand added | tion ment
1992
Method 1 ... 1205] 813 3,749 30 19 22 32
12451 845| 3933 341 20 23 33
Method 3 135.7] 915 4353 37 22 25 37
1602 985| 4255 32 2.1 22 34
166.0| 1020 4440 34 21 23 35
186.3| 1147 5206 490 24 26 41
17231 1029| 4302 32 21 22 33
178.7] 106.6] 4491 33 22 23 35
2006 1198 5263 40 24 26 40

Note—See the section “Estimating Methods” for a discussion of the three methods.
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ation and entertainment (15.7 percent). Other ve-
hicle rental accounted for only 0.1 percent of total
tourism demand in 1997, and recreation and en-
tertainment accounted for 7 percent.

The TTSA’s show the share of spending by dif-
ferent types of visitors. Resident households in the
United States spent more (43 percent of total tour-

Table 2—Tourism Demand by Commodity in 1992, 1996,
and 1997

[Millions of doftars in purchasers' prices]

Tourism demand Average annual
growth rate
Commodity
1992 1996 1997 | 1992- | 1992-
9% 97

Hotels and lodging places 56577) 702281 74103 56 55
Eating and drinking places .. 48,685 58256| 61,022 46 48
Passenger fail ........ccooeeern. . 1,226 1.217 1296 | 02 1.1
Passenger bus and other local transportation 3934 | 4603 4.841 40 42
TaXiCabs ..o 3002 4.043 4.298 77 74
Domestic passenger air fares . 48,466 | 60,529 64.856 57 6.0
international air fares ......... 32,159 | 40,7601 45156 8.1 7.0
Passenger water ....... 4,150 4490 4384 20 1.1
Auto and truck rental .. 12132 20553 | 21.092 14.1 11.7
Other vehicle rental ........ 209 452 485 213 183
Arrangement of passenger transportation 2919 3.761 3,766 85 5.2
Recreation and entertainment ...... 15500 28434 32.202 174 15.7
Participant Sports ............cc...... 38678 5103 531 85 76
Movie, theater, ballet, and musical 4673 5987 651 6.4 6.9
Sports events 1.385 1,738 1,763 58 49
Travel by U.S. residents abroad . 39.964 | 49452| 53451 55 6.0
Gasoline and oil 11864 14217| 143711 46 39

Personal consumption expenditure n
commodities other than gasoline and oil ... | 37.362| 50722 52,745 79 7.1
Parking, automotive repair, and highway tolis 70081 9066 9514 66 63
TO1AI oo 334,893 434,613 | 461,166 6.7 66

Note —The estimates shown in this table are those that were derived using method 2; see
the section “Estimating Methods™ in the text

ism expenditures in the United States® in 1997, up
from 41 percent in 1992) than the business sector
(29 percent in 1992 and 1997) and the government
sector (5 percent in 1997, down from 6 percent in
1992). Nonresident or international visitors ac-
counted for 24 percent of tourism expenditures in
the United States in 1992 and 1997.

International visitors to the United States have
played an important role in international trade.
The U.S. trade surplus for tourism was $21.5 bil-
lion in 1992, $26.9 billion in 1996, and $24.5 bil-
lion in 1997—which accounted for almost a third
of the total U.S. trade surplus in services.” Interna-
tional visitors to the United States generated $96.2
billion of tourism demand in 1997, up 6.1 percent
at an average annual rate from $71.6 billion in
1992. Expenditures by U.S. residents overseas were
$40.0 billion in 1992 and $53.5 billion in 1997;
they accounted for 12 percent of total tourism ex-
penditures in 1997.

6. Total tourism demand less travel expenditures by U.S. residents abroad.

7. The tourism trade surplus is calculated by subtracting imports (travet by
U.S. residents abroad plus international air fares plus “passenger water”) from
exports (nonresident tourism demand) (see tables 11 and 12). These estimates
of the tourism trade surplus differ from those calculated from the U.S. interna-
tional transactions accounts (ITA’s) tables (see Douglas B. Weinberg, “U.S.
International Transactions, First Quarter 1999,” Surviy 79 (July 1999): 75-119).
In the I-O accounts and the NIPAs, U.S. territories and Puerto Rico are included
in the rest of the world; in the ITA’s, they are treated as part of the United States.

omiestic Alr Fares (16.4%) :

Hotels (18.2%)

" Hotels (19.2%)
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Tourism value added

In 1992-97, the total value added of the travel and
tourism industries rose at an annual rate of 7.5
percent, compared with a 5.6-percent increase in
GDP (table 3). Furthermore, the tourism indus-
tries grew more rapidly than manufacturing (5.3
percent), communications (5.6 percent), and ser-
vices (6.6 percent).® Tourism industry value added
was $178.7 billion, or 2.2 percent of GDP, in 1997,
up from $124.5 billion, or 2.0 percent of GDP, in
1992 (table 1).

This relatively faster pace of growth may have
resulted because expenditures for travel and tour-
ism tend to be income elastic—that is, they tend to
grow faster than the overall economy during peri-
ods of expansion. Several economic studies have
concluded that various components of tourism ex-
penditures are income elastic—such as spending
on airline travel, hotels (number of nights away
from home), restaurant meals away from home,
auto repairs, parking, and tolls, and gasoline.’

The two fastest growing travel and tourism in-
dustries were the automotive rental and leasing in-
dustry and the miscellaneous amusement and
recreation services industry. Value added for auto-

8. See table 3 and Lum, Moyer, and Yuskavage, “Improved Estimates of Gross
Product by Industry for 1947-98,” 41, table 1.

9. For example, see Rodney E. Falvey and Norman Gemmell, “Are Services
Income-Elastic? Some New Evidence,” The Review of Income and Wealth 42
(September 1996): 257-269; and Thomas C. Jensen, “Income and Price Elastici-
ties by Nationality for Tourists in Denmark,” Tourism Economics 4(2) (June
1998): 101-130. See also Paul A. Samuelson and William D. Nordhaus, Econom-
ics, 15t edition (New York: McGraw-Hill, 1995): 79-82.

Table 3.—Tourism Value Added by Industry in 1992, 1996,
and 1997
[Millions of dollars]

Tourism industry value added | Average annual
growth rate
Industry
1992 1996 1997 | 1992~ | 1992
96 97
Hotels and Iodrging places ... 42,008| 512751 54,625 5.1 54
Eating and drinking places ... 18918]° 24382 26,660 6.5 74
Railroads and related services . 757 694 7201 -22f -0
Lo<r:1a| hand suburban trat|r15it and |{gterurban
ighway passenger transportation, except
tagicabs 14011 1803] 2128 65 8.7
Taxicabs 1,707 2,482 2,715 938 97
Air transportation ....... .. | 30451 42121} 46,099 84 86
Water transportation .. , | 1,972 31 73
Automotive rental and leasing, without drivers 58711 112911 11,186 1781 138
Arrangement of passenger transportation ....... 1854 2,186 2,108 42 26
Miscellaneous amusement and recreation
services (except membership sports and
recrealion clubs); racing including track
operation; marinas; libraries and museums,
art 3alleries, and botanical and zoological
gardens 42811 6950| 7647 129| 123
Membership sports and recreation clubs .......{ 2203} 2797 2781 6.2 LX:]
Motion picture theaters; dance studios,
schools, and halls; theatrical producers
{except motion pictures), bands, orchestras,
and entertainers ........... 20331 2213] 2725 21 6.0
Professional sports clubs an 659 r 703 6.2 47
Gasoline service stations 1632] 2287 2473 88 87
Retail excluding eating and drinking places
and gasoline services stations .................. 9466 13271 14,119 88 83
Total tourism industries ............c..cmece. | 124,528 | 166,029 | 178,659 75 75

motive rental and leasing grew at an annual rate of
13.8 percent; in 1997, its value added was $11.2
billion, or 6 percent of tourism GDP. Miscella-
neous amusement and recreation services grew
12.3 percent; its value added was $7.6 billion, or 4
percent of tourism GDP.

Tourism employment

Employment in the travel and tourism industries
increased 14 percent—from 3.9 million in 1992 to
4.5 million in 1997. Its average annual growth rate
of 2.7 percent exceeded the 2.0-percent growth in
total employment in the United States (table 4).!°
Employment growth in the travel and tourism in-
dustries also exceeded that in manufacturing (0.6
percent) and communications (2.3 percent), but it
lagged that in services (4.0 percent). Employment
in the travel and tourism industries accounted for
3.5 percent of total employment in 1997, up from
3.3 percent in 1992 (table 1).

In 1997, the largest tourism industry employers
were hotels and lodging places, with 1.5 million
employees, and eating and drinking places, with
1.3 million employees. These two industries were
also the largest tourism employers in 1992 (table
4). In 199297, the tourism industry with the fast-
est employment growth rate was miscellaneous

10. The estimates of tourism employment do not include self employment
because this information is only available at the two-digit Standard Industrial
Classification level. Total tourism employment is, therefore, higher than the lev-
els shown in the TTSA’s (table 4, table 14).

Table 4—Tourism Employment by Industry in 1992, 1996,
and 1997

[Thousands of employees)

Tourism employment Average annual
growth rate
Industry
1992 1996 1997 | 1992- | 1992-
9 97
Hotels and lod{ng places 1,347 1452) 1474 19 18
Eating and drinking places ... 1,458] 13171 1327 a3 28
Railroads and related services . 9 7 71 64| =37
Lo?lal lb:-mcl suburban tratnsil angainterurban
ighway passenger transportation, except

taxicabs 103 106 109 06 12
Taxicabs 15 15 15 00 0.1
Air transportation ... 506 575 565 33 23
Water transportation 14 14 171 07 3.0
Automotive rental and leasing, without a7 125 126 64 53
Arran?ement of passenger transportation ....... 43 48 46 32 18
Misceflaneous amusement and recreation

services (except membership sports and

recreation clubs); racing including track

operation; marinas; libraries and museums,

art galleries, and botanicaf and zoological

gardens ’ 120 184 196] 1111 103
Membership sports and recreation ¢lubs ........ 95 103 105 21 20
Motion picture theaters; dance studios,

schools, and halls; theatrical producers

{except motion pictures), bands, orchestras,

and j 56 61 63 2.1 2.1
Professional sports clubs and promoters ........ 6 8 6 07 04
Gasoline service stations ........... .. 47 50 50 16 13
Retail excluding eating and drink

and gasoline services stations ... 318 378 384 45 39
Total tourism industries 3933] 44401 449 31 27
Total industries ......... 117,998 | 127,009 | 130,085 19 20
Tourism share (percent) 33 35 fc X TSN [

Note.—The estimates shown in this table are those that were derived using method 2; see
the section “Estimating Methods” in the text.

Note—The estimates shown in this table are those that were derived using method 2; see
the section “Estimating Methods” in the text.

July 2000 e

11

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



12 o July 2000

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

SURVEY OF CURRENT BUSINESS

amusement and recreation services (10.3 percent).

Tourism employee compensation

The average compensation of employees in the
tourism industries in 1997 ($23,475) remained be-
low that of all employees in the United States
($35,944). Compensation of tourism employees
ranged from $93,765 for professional sports clubs
and promoters to $13,395 for eating and drinking
places (table 5). In 1992-97, tourism compensa-
tion increased at an average annual rate of 4.7 per-
cent, while total compensation increased 5.1
percent. Compensation of tourism employees ac-
counted for 2.3 percent of total compensation of
employees in 1997, the same as in 1992 (table 5).
Employees’ share of income, as measured by the
ratio of compensation to value added, in tourism
industries tends to be larger than in other indus-
tries. In 1992, the ratio was 68 percent, while the
ratio of total compensation to GDP was 58 per-
cent. By 1997, the difference between these ratios
had narrowed considerably: The tourism compen-
sation ratio was 60 percent, and the national ratio
was 56 percent. The decline in the tourism com-
pensation ratio reflected the fact that tourism

Table 5.—Compensation of Tourism Employees by Industry
in 1992, 1996, and 1997

[Millions of dollars]

Tourism employment Average annual

growth rate

Industry
1992 1996 1997 1992~ 1 1992-
96 97
Hotels and lodging places ... 26,453 32,240 33,847 5.1 5.1
Eating and drinking places 13,795 16,856 17,778 5.1 5.2
Railroads and related SErVICES ........ 534 461 4911 36| -17
Local and suburban transit and
interurban highway passenger
transportation, except taxicabs ... 3378 4,063 4.261 47 48
Taxicabs .. 494 578 57 40 31
Air transportatlon 24,060 27179 27,736 3.1 29
Water tr 673 75 877 15 55
Automotive rental and leasing, wnhout
drivers . 2,041 2,762 2,909 79 73
Arrangement of past

transportation
Miscellaneous amus
recreation services (except
membership sports and recreation
clubs); racing including track
operation; marinas; libraries and
museums, art galleries, and
botanical and 200logical gardens ... 2,085 3,058 3356| 101] 100
Membership sports and recreation
clubs 1, 2,024 2,10 43 43

1,122 1,466 1,495 6.9 59

Motion p1cture theaters ‘dance SlUdIOS,
schools, and halls; theatrical
roducers (except motion pictures),
ands, orchestras, and entertainers 1,208 1,79 1,909 104 96
Professional sports clubs and
promoters . 448 526 529 42 35
Gasoline service stations . 750 847 869 31 30
Retail excluding eating an
places and gasoline services
SLHOMS .vvveverenrensenncssssesseosssssssssnsanes 5,762 7444 7,828 66 6.3

Total tourism industries .... 84511 10205 106571 48| a7
Total industries ......... 3645042 42395585) 4675738 48[ 5.4
Tourism share (percent) ... 23 23 23 e |

Note—The estimates shown in this table are those that were derived using method 2; see
the section “Estimating Methods” in the text.

compensation grew more slowly than tourism
value added.

Indirect effects of tourism expenditures

Because the TTSAs are tied to the I-O accounts,
the ripple effects of tourism expenditures on other
industries can also be estimated. The total (direct)
U.S. travel and tourism expenditures in 1996 of
$435 billion generated an additional (indirect)
$295 billion, or total industry output of $729 bil-
lion—that is, every $1.00 of tourism expenditures
generated an additional $0.68 of industry output
(table 6).!! The ripple effects of these expenditures
differ for each tourism commodity.’? For example,
in 1996, every $1.00 spent on restaurants and food
services generated an additional $1.05 in the agri-
culture, food-processing, distribution, and other
industries. Similarly, every $1.00 spent on hotels
generated an additional $0.76 of industry output,
every $1.00 spent on air travel generated an addi-
tional $0.84 of industry output, and every $1.00
spent on amusements generated an additional
$0.79 of industry output.

The multipliers for 1996 are very similar to
those derived from the 1992 TTSA’s and the 1992
benchmark input-output accounts. For example,
every $1.00 of tourism expenditures in 1992 gener-
ated an additional $0.69 of industry output.

Estimating Methods

The TTSA’s are presented as a set of five tables that
show the industry sources of supply of tourism
commodities, the demand for tourism commodi-

11. The multipliers for 1997 were not estimated, because input-output
accounts for 1997 are not yet available.

12. For multipliers for each travel and tourism commodity, see Table 5.—In-
dustry-by-Commodity Total Requirements, 1996, SUrvey 80 (January 2000):
84-86.

Table 6.—Direct and Indirect Required Industry Output from
Tourism Demand in 1996

[Milions of doliars]

. Direct and
o T‘,’;’;‘:g’bd& Indirect indus- |  indirect re-
Major industry group input 0utgut try gutp[}]}s 2by L[]uired indt;)sy—
% indus ry output
commodity ! industry
riculture ' 1430 16,434 17,864
Minerals 13 20,230 20,243
Construction 29 10,552 10,581
Manufacturing 34,742 102,129 136,871
Transportation, utilities,and communication ........ 121,771 50,037 171,808
Trade 29,186 20,118 49,304
Finance . 3,139 48,542 51,681
Services 194,746 65,702 260,448
Other 49,557 39,159 10,398
Total 434,612 294,586 729,198

1. The estimates shown in this table are those that were derived using method 2; see the
section “Estimating Methods” in the text.

2. See “Table 5—lndustry by Commodlty Total Requnrements 1996,” SURVEY OF CURRENT
BusiNess 80 {January 2000): &
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ties, tourism GDP, and tourism employment and
compensation of tourism employees (see tables
10-14). The following section briefly explains the
methods used to develop these estimates.

The production account of tourism industries

Estimates of industry output for 1996 and 1997 are
presented in table 10, which shows the production
of tourism commodities by industries. The 1996
estimates are from the 1996 annual I-O accounts.
Because annual I-O tables for 1997 are not yet

available, the 1997 estimates were extrapolated
from 1996 levels using methods similar to those
that are used to estimate output levels for the an-
nual I-O accounts. For more information, see table
7.

Supply and consumption of tourism commodities

Estimates for supply and consumption of tourism
and all other commodities are presented in table
11. The 1996 estimates are from the 1996 annual
I-O accounts. The 1997 estimates for the supply

July 2000 e

Table 7.—Methods of Estimating the Output of TTSA Industries

TTSA industry

Standard
Industrial
Classification

Sources for extrapolation

Hotels and lodging places 70 Service Annual Survey
Eating and drinking places 58 Annual Retail Trade Survey
Railroads and related services 401 Total operating revenue for Class i railroads from trade
source, and AMTRAK.
Local and suburban transit and inter-urban highway pas- 411, 413, 414 Transit Fact Book (directly generated funds)
senger transportation, except taxicabs
Taxicabs 412 Taxicab PCE
Air transportation 451, 452 Operating revenues of air carriers from Air Carrier Financial
Statistics
Water transportation 441,442, 443, Freight and passenger revenue data from trade source
444, 448, 4492,
4499
Automotive rental and leasing, without drivers 751 Service Annual Survey
Arrangement of passenger transportation 472 Service Annual Survey

Miscellaneous amusement and recreation services
(except membership sports and recreation clubs); racing,
including track operation; marinas; libraries, museums, art
galleries, and botanical and zoological gardens

4493, 7948, 7992, 7993,
7996, 7999, 823, 84

Service Annual Survey

Membership sports and recreation clubs 7997 Service Annual Survey
Motion picture theaters; dance studios, schools, and halls; 783, 791, 792 Service Annual Survey
theatrical producers (except motion pictures), bands,

orchestras, and entertainers

Professional sports clubs and promoters 7941 Service Annual Survey
Gasoline service stations 5541 Annual Retail Trade Survey

Retail, excluding eating and drinking places and gasoline
| service stations

52-59 (excluding 58 and
5541)

Annual Retail Trade Survey

industries producing nondurable PCE goods

20, 21, 22, 23, 26, 27,
28, 29, 30, 31

Annual Survey of Manufactures

Automobile parking, automotive repair shops and ser-
vices, and toll highways

7521, 7530, 7549

Service Annual Survey

PCE Personal consumption expenditures
TTSA Travel and tourism sateliite accounts
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components are from the NIPA’s or are extrapola-
tions of the 1996 I-O accounts. Estimates of the
consumption components excluding intermediate
consumption are from the NIPA’s; intermediate
consumption is the residual of supply less all other
consumption.!* For TTSA commodity definitions
and details for estimating personal consumption
expenditures for the TTSA commodities, see table
8.

Tourism demand by type of commodity and type of
visitor

The tourism commodities purchased by consum-
ers were separated into two types. “Pure-tourism”
commodities are commodities for which all or
most of the expenditures are by visitors, such as
hotels and lodging places. “Mixed-use” commodi-
ties are commodities for which the expenditures
are by both visitors and nonvisitors, such as res-
taurant meals.

For mixed-use commodities, data from the Bu-
reau of Labor Statistics (BLS) Consumer Expendi-
ture Survey (CEX) were used to allocate the shares
of consumer spending between visitors and non-
visitors. The 1992 CEX data were extrapolated by
appropriate PCE components to estimate mixed-
use expenditures for 1996 and 1997.

Because of data limitations, the three methods
that were used to provide a range of estimates for
mixed-use commodities in the 1992 TTSA’s were

13. Supply is defined as the total amount of the commodity available to be
purchased by business, households, and government and for export, It is the
sum of domestic production, imports, government sales, inventory changes,
wholesale and retail margins, and transportation costs.

The consumption side of this table shows the intermediate (business) and
final purchases (personal consumption expenditures, investment, exports, and
government expenditures excluding sales) of these commodities in purchasers’
prices.
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also used to estimate those commodities in the

1996 and 1997 TTSA’s. 1

* Under “Method 1,” the CEX estimates for tour-
ism expenditures were assumed to be accurately
reported. Thus, tourism expenditures were esti-
mated under this method as the CEX estimates
minus estimated overseas expenditures by U.S.
residents.

* Under “Method 2,” the CEX estimates for tour-
ism expenditures were assumed to be as accu-
rate as the estimates of nontourism
expenditures for the same commodities; thus,
PCE was used as the control total for total
spending for each commodity. Tourism expen-
ditures were estimated as the ratio of CEX
expenditures (adjusted for overseas spending)
on tourism commodities to total CEX expendi-
tures, multiplied by PCE less nonresident
expenditures. The ratios of CEX were applied to
the corresponding PCE values for 1996 and
1997.

* Under “Method 3,” the CEX estimates for travel
and tourism activities were assumed to be more
understated than the estimates of other con-
sumer expenditures; thus, the travel estimates
were first adjusted using data from the Travel
Industry Association (TIA) and from D.K. Shif-
flet and Associates and information on the ratio
of CEX to PCE for comparable expenditure cat-
egories. The 1992 adjustment factor for the
CEX of 1.5 was then used for the 1996 and 1997
estimates.’”” Tourism expenditures were esti-
mated as the ratio of adjusted CEX expenditures
on out-of-town trips (less overseas expendi-
tures) divided by the total CEX expenditures
(less overseas expenditures), multiplied by PCE
less nonresident expenditures.

The method 3 estimates for eating and drinking
places were further adjusted using estimates from
TIA and from DXK. Shifflet and Associates. This
adjustment consisted of using a weighted average
of the TIA estimate, the Shifflet estimate, and the
method 3 estimate for resident households.

The CEX does not provide an estimate of
“shopping”—PCE for nondurable commodities

14. For a further discussion of the limitations of using the CEX to estimate the
TTSA’s, see Okubo and Planting, “U.S. Travel and Tourism Satellite Accounts
for 1992,” 18-19.

15. This factor was calculated for 1992 by (1) computing the average ratio of
the CEX estimate to the PCE estimate for all corresponding expenditure catego-
ries; (2) identifying the matched expenditure categories with a CEX-to-PCE
ratio that was less than the average ratio; (3) computing the average CEX-to-
PCE ratio for the expenditure categories identified in step (2); and (4) dividing
the average CEX-to-PCE ratio from (1) by the average CEX-to-PCE ratio from
(3).



SURVEY OF CURRENT BUSINESS

July 2000 o 15

Table 8.—TTSA Commodity Definitions and Methods of Estimating Personal Consumption Expenditures

TTSA commodity

Commodity definition

Personal consumption expenditures

Hotels and other lodging places

Lodging receipts from hotels, motels, gues-
trooms, and rooming and boarding houses
serving the general public; other receipts of
hotels and motels, sporting and recreational
camps, and recreational vehicle parks and
campsites

Excludes meals served by hotels or motels

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for other housing

Eating and drinking places

Food and beverage receipts and tips

Excludes catering services and school lunch
sales by State and local governments

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for meals and beverages

Passenger rail

Receipts from rail passengers—including
fares, tips, and dining-car receipts

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for passenger rail

Passenger bus and other local
transportation

Receipts from bus passengers—including
intercity, charter, local bus, and subway—and
limousine services

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for passenger bus and other local transporta-
tion

Taxi

Taxi fares, including tips

1996-—level from annual |-O accounts
1997—extrapolated from 1996 by PCE for taxicab

Domestic passenger air fares

Receipts from domestic air passengers
including airfares, meal and beverage
receipts, movie receipts, and other receipts

1996—1evel from annual I-O accounts
1997—extrapolated from 1996 by PCE for domestic air passenger fares

International air fares

Receipts from international air passengers

1996-—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for foreign air passenger fares

Passenger water

Receipts from passengers

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for passenger water transportation

Auto and truck rental

Receipts from rental of automobiles

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for auto and truck rental

Other vehicles

Receipts from rental of recreation vehicles
and utility trailers

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for trailer and recreational vehicle rental

Arrangement of passenger trans-
portation

Commissions for the arrangement of passen-
ger transportation and tour receipts

1996—level from annual |-O accounts
1997—extrapolated from 1996 by PCE for arrangement of passenger transportation

Recreation and entertainment

Miscellaneous entertainment receipts—
including amusement parks, fairs, museums,
gambling, and other recreation and amuse-
ments

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for recreation and entertainment

Participant sports

Participant sports, such as golf and tennis

1996—level from annual 1-O accounts
1897—extrapolated from 1996 by PCE for participant sports

Movie, theater, ballet, and musical
events

Receipts for admissions to movies, theater,
and music programs

1996—evel from annual I-O accounts
1997—extrapolated from 1996 by PCE for movie, theater, ballet, and musical events

Sports events

Admissions to sports events

1996—level from annual I-O
1997—extrapolated from 1996 by PCE for sports events

Travel by U.S. residents abroad

Travel expenditures by U.S. residents abroad

1996—level from annual I-O accounts
1997—PCE travel by U.S. residents abroad

Gasoline and oil

Sales of gasoline, diesel fuel, lubricating oils,
and grease

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for gasoline and oil

PCE nondurable commodities

Sales of all commodities that are sold prima-
rily to PCE nondurables

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for nondurables excluding gasoline

Selected services

Parking, tolls, and automotive repair services

1996—level from annual I-O accounts
1997—extrapolated from 1996 by PCE for parking and automotive repair
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SURVEY OF CURRENT BUSINESS

other than gasoline and oil by resident households.
PCE for nondurable commodities by visitors was
estimated using an average of the ratios of visitor
shopping (from the Shifflet survey and the In-
Flight Survey) to the sum of expenditures for ho-
tels, meals, and recreation.!® This average ratio was
applied to the three sets of estimates of the sum of
resident household purchases of the following
TTSA commodities: Hotels and lodging places;
eating and drinking places; arrangement of pas-
senger transportation (tours); recreation and en-
tertainment; participant sports; movie, theater,
ballet, and musical events; and sports events.

The methods and sources used to prepare the
estimates of visitor expenditures presented in table
12 are shown in table 9. For each of the TTSA
commodities, the methods and sources for resi-
dent, nonresident, business, and government de-
mand are shown.

16. The 1992 In-Flight Survey ratios were applied to 1996 and 1997 because of
the large unexplained variation in these ratios between 1996 and 1997.

Estimating tourism employment and

compensation of employees

The TTSA estimates of tourism employment and
compensation were developed from BLS estimates
of average monthly employment by industry at the
four-digit Standard Industrial Classification (SIC)
level and from BEA estimates at the two-digit SIC
level. Employment and compensation were esti-
mated at the four-digit SIC level by applying em-
ployment and compensation weights from the BLS
estimates to the BEA estimates.!”” Employment and
compensation by SIC industry were assigned to
the TTSA industries. Tourism employment and
compensation of tourism employees were esti-
mated by multiplying employment and industry
compensation, respectively, by the tourism-indus-
try ratio for each of the three methods.

17. BEA adjusts the BLS data for industries that are not covered or that are
partially covered, such as railroads, agriculture, and membership organizations.
Other adjustments include additions for employees of nonprofit institutions
and for misreporting on employment tax returns. (See State Personal Income,
1969-98 [CD-ROM] (Washington, DC: Bureau of Economic Analysis, 2000.)

Tables 9 through 14 follow. [eef
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Table 9.—Methods of Estimating Demand for TTSA Commodities

TTSA commodity

Methods and sources for visitor exp'gndltures

Hotels and other lodging places

Resident—All PCE less nonresident expenditures.

Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight of lodging expenditures from the In-Flight Survey.
Business—All intermediate expenditures.

Government—All government expanditurés.

Eating and drinking places Resident—PCE less nonresident expenditures times CEX weight of expenditures on trips.
' Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight of meals expenditures from the In-Flight Survey.
Business—Intermediate expenditures times BEA derived weight from American Express Survey of Business Travel Management.
Governmeni—Government expenditures times business ratio of meals to lodging expenditures.
Passenger rail Resident—All PCE less nonresident expenditures.

Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight from the in-Flight Survey and resident tourism.

| Business—All intermediate expenditures.
_Government--All government expenditures.

Passenger bus and other tocal transportation

Resident—All intercity bus PCE less nonresident expenditures. Local transportation is PCE less nonresident expenditures times CEX weight of expendi-
tures on trips.

Nonresident-—Total expenditures in the United States by nonvesidents times BEA estimate of weight from the In-Flight Survey and resident tourism.
Business—All intercity bus intermediate expenditures. Local transportation is intermediate expenditures times resident ratio of tourism expenditures to
total expenditures.

Government—All intercity bus government expenditures. Local transportation is government expenditures times resident ratio of tourism expenditures to
fotal expenditures. :

Resident--—-PCE less nonresident expenditures times CEX weight of expenditures on trips.

Taxi
Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey and resident tourism.
Business—Intermediate expenditures times resident ratio of tourism expenditures to total expenditures.
Government—Government expenditures times resident ratio of tourism expenditures to total expenditures.

Domestic passenger air fares Resident—All PCE less nonresident expenditures.

Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey and resident tourism.
Business—All intermediate expenditures.
Government—All government expenditures.

International air fares

Resident—All PCE less nonresident expenditures.

Nonresident—All exports of international air fares.

Business—All intermediate expenditures.

Government—All government expenditures excluding military airlift command expenditures.

Passenger water

Resident—All PCE except ferries less nonresident expenditures.
Nonresident—Total expenditures in the United States by nonresid times BEA
senger fares.

of weight from the In-Flight Survey plus exports of water pas-

Auto and truck rental

Resident—CEX for auto and truck rentat on trips.

Nonresident—-Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey and resident tourism.
B All intermediate expendi

Government—All government expenditures.

Other vehicles

Resident—CEX for rental of campers and other vehicles on trips.
Nonresident-—Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey and resident tourisim.

Arrangement of passenger transportation

Resident—All PCE for tours.
Nonresident—Total expenditures in the United States by no
Government-—All government expenditures.

times BEA of weight from the In-Flight Survey and resident tourism.

Recreation and entertainment

Resident—PCE gambling times estimated tourism ratio less nonresident expenditures. All other recreation was the CEX adjusted to PCE levels (non-
profit institutions tourism estimates are admissions paid rather than expenses).

Nonresident—Total expenditures in the United States by nos id times BEA of weight from the In-Flight Survey and resident tourism.
Business——BEA estimates based on business, travel, and entertainment estimates reported in the 1992 Census of Services.

Participant sports

Resident—PCE less nonresident expenditures times CEX weight of expenditures on trips.

Nonresident—Total expenditures in the United States by nor times BEA of weight from the In-Flight Survey and resident tourism.

Movie, theater, ballet, and musical events

Resident—PCE less nonresident expenditures times CEX weight of expenditures on trips.
Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight from the in-Flight Survey and resident tourism.

Sports events

Resident—PCE less nonresident expenditures times CEX weight of expenditures on trips.
Nonresident~Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey and resident tourism.

Travel by U.S. residents abroad

Resid International ions accounts and estimated PCE share.
Business—international transactions accounts and estimated business share.

PCE nondurable commodities Resident—Estimated as 25 percent of resident tourism demand for lodging, eating and drinking, recreation, and tours.
Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey.
Selected services Resident—Tolls and parking PCE less nonresident expenditures times CEX weight of expenditures on trips. Automotive repair estimated by applying the

ratio of PCE automotive repair to PCE gasoline times resident tourism gasoline.

Nonresident—Total expenditures in the United States by nonresidents times BEA estimate of weight from the In-Flight Survey and resident tourism.
Business—Tolls and parking estimated as intermediate expenditures times the ratio of resident tourism tolls and parking to PCE tolls and parking. No
estimates are made for automotive service.

Government—Tolls and parking estimated as government expenditures times the ratio of resident tourism tolls and parking to PCE tolis and parking. No
estimates are made for automotive service.

Note: (1) The 1992 CEX weights were applied to 1996 and 1997.
(2) The 1992 CEX levels were extrapolated by PCE.
(3) The 1992 In-Flight Survey weights were applied to 1996 and 1997.

CEX Consumer expenditure survey
PCE Personal consumption expenditures
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Table 10.1.—Production Account of Tourism Industries and ANl Other Industries, 1996

[Millions of dollars]

July 2000 o 18

Industry !
Local
and
subur-
ban Auto-
trangit Indus- Rem |nrggstries mgKbﬂe
an . | tries exclud- | producin parking,
vois | Ea Rag- inéear- r#gtti?/e bh:rint:ip produc- ing eag nondur: | au!tp- bomeet
: otels ating | roads | urban . |ng mov- o | ing an personal motive mestic
Commodity and and fandre-| high- | Taxi- tranA" - r(::tgl sgggs E::/?(l:lg: dngnking consumption | - repair All other roduction
lodging | drinking | lated | way | cabs tat?gr? easin recre- !heaters, stations places | expenditure | shops [ industries | (producers’
places | places | serv- | pas- withogf ation ballet, and | commodities | and prices)
ices? | senger drivers clubs and gasoline | other than | services,
trans- musical services | gasoline | and toll
porta- events* stations and oil high-
tion, ways 2
except
taxi-
cabs?
Hotels and Iod%(ng places [T [ - 329 . 83 69,729
Eatmg and drinking places .. 20,765| 2629231 .. V505 4,488 20]. 2661 16,382 .ruviieicreeiis | srrscareiianns 1,781 32?2?;
Passenger bus and other local
transportation 16,038
Taxicabs 8,898
Domestic passenger air fares ... 60,509 19 60,528
ional alr fares 26,1241 ... 26,124
P 4,245
Auto and lruck rental L1 S 79 81 25,754
Other vehicle rental 46 982
Arrangement of passenger
tran: 16,966
Recreation and entertainment ..... | 13,048 14 415 -1 — 1,342 59,670
Participant sports 11,232 14214
Movie, theater, ballet, and
musical events 95 27,137
Sports events 1,359 5,733
Petroleum retail margins .. 35,836 | cvocrreracns | coreeremmirecinniens 133 275 36,315
Other retail margins 628,568 1,061 17,569 650,559
Travel by U S residents abroad
line and oil 120,530 | coocccrninee 8424 128,954
Personal consumpnon
expenditures nondurable
commodities other than
[ECVILETETITO Il RO ORI [PPRAORY INNROI INOROI IR VSRS INSIOROION VRRIPIRN [PV IOVRORROR OO ISP SV (DO 10,938 L2z £0L T [R— 10,220 998,205
Parking, automotive repair, and
PIGRWAY LONIS .overccrerrercaccnnensnns | ecscersercorss | mnsnssmrsrans | eoveummsss [ convesnrsnns [ acrmmnsvcns | eurnamsssssss [ svsesssunsse | sniovscsinns | sssssncssarnne | sovncscensor | srorenccncos | eoneormennnas [ sencrsensans 3612] 52811 irrians 87,127 5,074 148,624
Wholesale trade margins and
transportation costs 34,970 7 17469) 2,756 | ............ JLECLS p— 803,536 878273
All other commoditias ... 1,018] 17693 2224 4111 6,767 8,988 3,139 1,261 17,443 432,126 1,934] 9,759,202{ 10,290,449
Industry OUIPUL ....ovvevrvcirereenns | 104,810 281,321 | 38411 20,156 | 8,898 | 110,869 34,644 16317 30318 434131 7275541 1550,042| 90,335| 10,619,140 13,789,458
Intermediate inputs 41,4591 137,644 | 16517 | 12260| 3436 56,881 15,151 7512| 18997 12,128 243,013 967,159
Compensation of employees ...... 39,833| 99330 14,548] 17,7901 2638| 34,836 4,768 63731 9190 1, 271,796 1 .. .
Other value added . e | 23518| 44346 7,346 (- -9,894| 2824| 19,152 14,726 2432 : 19,699 212,745] ..

1. Industries are defined on an SIC basis.

2. Includes government enterprises.

3. Miscellaneous amusement and recreation services {(except membership sports and recreation clubs); racing

including track operation; marinas; libraries and museums, art galleries, and botanical and zooological gardens.
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4. Motion picture theaters; dance studios, schools and halls; theatrical producers (except motion pictures), bands,
orchestras, and entertainers.

5 The |ndustry output for domestic production is in purchasers’ prices because it includes margins and transpor-
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Table 10.2—Production Account of Tourism Industries and All Other Industries, 1997
[Millions of dollars}

Industry !
Local
agd
subur-
ban ":gg: . Auto-
trangit produc- Indus- Rgltaél lnrggstnes mg(bile
an H _{ lies g exclud- | produci parking,
Rail- | inter- rﬁg:ﬁ'e Arange- 8 bhggni produc- ;;rm ing eat- | noncurable | - auto-
Commodi Hotels | Eating | roads | urban A | Water | Ty 1 mentof [ 2l g rtsp ing mov- s | Gasoline | iNg and | personal [ motive Domestic
ty and and” {andre-| high- | Taxi- wranspor- | Fans | g | pas- and %d ies, st:?Sbs services drinking | consumption { repair | All other oduction
lodging | drinking | lated | way | cabs tangr? porta- 1 1aacing | Senger [ oor | recre- theaters, and | stations places | expendiure | shops | indusiries | (producers’
places | places | serv- | pas- tion2 withogt' transpor- | i | gion ballet, omot- and gas- | commodities |  and prices) *
ices? | senger drivers | 100 | mem | cubs | and pri ers oline | other than | services,
trans- com- musical services | gasofine and | and toll’
porta- mod- events® stations oil high-
tion, ities? ways?
except
taxi-
cabs?
Hotels and IodgLng places 731541 ......con 84 73,586
Eating and drinking places ... | 21,323 | 280,245 RLAN B (<] E—— s ) 12,275 340141
Passenger rail . 1,296
Passenger bus and other local
transportation L3:77 4 - . 16,877
Taxicabs . 9443
Domestic passenger air fares ... [RESTOEY [Oo, 64,835 21 64,856
International air fares 27476 27,476
Passenger water . 4,631
Auto and truck rental 40 1049 e 82 86 26,445
Other vehicle rental 5 52 1,054
Arrangement of passenger
transportation 18,970 ....oovenees 16,970
Recreation and entertainment ..... | 13402} ............ .| 48,779 449 -1+ V] — 1410 64,944
Participant sports 3,288 14,820
Movie, theater, ballet, and
musical events 92 29,508
Sports events 1,142 5,690
Petroleum retall margins ........... 38,642 ..oovovvirr | crneeneinciracs 141 274 -39,130
Other retail margins - 665,878 1,113| 18,366 688,905
Travel by U.S. residents abroad
Gasoline and oil AR 1] — 8,649 124,036
Personal consumption
expenditures nondurable
commodities other than
i€ AN Ol cuersrvncenrrrecnes | secsessssssns | commmensenne { sessrsnnes consnsinsis | svssmsssnns | svsneesosssnn | sonvssssnss | cvsncasins | svvssisosies | cectinnenns [N [ cvvsetms | e | 11,236] 1,022,407 | v 8506 1,042,149
Parkmg au!omonve repair, and
(L1107 TN IDVRRROORtS [PVRROROOrOOs IPTRPPOtOl IIORRPPOl ISURROORtOR [DVRROvorny (FRPRIPOOR) ISVPORRRRRl) (NPRPPRONNS [VPRROY ISV [P SO 3762| 56879 i | 90,234 5112 155,988
Wholesale trade margins and
transportation costs 35,770 B o | 21,3691 2306 oo | i | v ) 20,7681 ..orenee | 862,659 942,878
Al other commodities ................e 21897 17952 1,935) 4,265 1,255 5287] 899% 1477 21918 449,430 7,733 na. na.
INAUSETY OULPUL ..ovecvevvcscccosnnnns | 110,746 | 298,930 | 39,001 | 21,149 18,225 | 60,345 16,908{ 34,847 13,613 46,698{ 774223| 1,608,881 99,303 na na.
ntermediate inputs .. 17,318 1| 4 : , , : , X 3 : i 1,010, 48,
Intermediate inpu 7318 8531 34781 60887] 14931] 16,187] 8035| 22854 81021 20,0911 5752| 12819 257,919 010,904 | 46,932
Compensation of emp’oyees 14,7671 18617| 2,626| 36645] 5294) 5,029 7236 | 16455| 6,683 10339 5907 11,911 3 271,571
Other value added 6916| -0.320| 3330 247261 6611] 14312 21955| 21036| 2123 4a16| 1954 21968| 230,050] . 24,799
1. Industries are defined on an SIC basis. 4, Motion picture theaters; dance studios, schools and halls; theatncal producers {except motion pictures), bands,

2. Includes government enterprises. orchestras, and entertainers.
3. Misceftaneous amusement and recreation services (except membership sports and recreation clubs); racing 5. The industry output for domestic production is in purchasers’ prices because it includes margins and transpor-
including track operation; marinas; libraries and museums, art galleries, and botanical and z00ological gardens. tation costs.
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Table 11.1.—Supply and Consumption of Tourism and All Other Commodities, 1996
[Millions of dollars]

July 2000 o 20

Supply Consumption
Wl;?izsale
: Domestic pro- . ade . Government
Commodity ducti Change in margins . - Personal Gross private | Exports of .
uction (pro- | 40 Govemnment . Retail 1 : ; : expenditures Total
! ports private and : Tota! supply Intermediate | consumption | fixed invest- | goods and » .
d‘,’g’; sales inventories | transpor- | ™Margins expenditures ment services e:callgngg consumption
p tation
costs

Hotels and lodging places .......... 69,729 | e 500 70,229 33,459 29,913 6,857 70,229
Eating and drinking places .... 320,842 320,842 ,353 281,479 5,620 320,842
P: ger rail 1247 1217 304 820 1<) 1217
Passenger bus and other local

transportation " 16,038 16,038 3,060 16,038
Taxicabs ...... 898 8,898 4,872 8,398
Domestic passenger air fares 60,528 60,528 28,236 528
International air fares 26,124 14,847 40,971 4,019 40,97
Passenger water .. 4,245 453 4,698 | ..o 698
Auto and truck rental 25,754 25,754 18,520 5,674 1,560 25,754
Other vehicle rental . 982 982 887 295 982
Arrangement of passenger

{ransportation ............c.eeecereones 16,966 16,966 11,857 3,622 139 16,966
Recreation and entertainment 59,670 | coercrreeens 5,158 64,828 546 62,102 1,180 64,828
Participant SPOMS .....vveeevcrsoresseenee 14,214 14,214 1,689 12,525 14,214
Movie, theater, ballet, and

musical events . 27137 200 27,337 10,246 16,668 150 273 27,337
Sports evenls . ,733 140 625 6,499 1,498 4,156 392 453 6,499
Petroleum retail margins .. 36,315
Other retail margins . 50,559
Travel by U.S. residents abroad | ....c.ceesoveeres 49,452 49,452 12,821 36,631 49,452
Gasoline and oil 128,954 , 1313 73303 36,315 244,540 91,546 RV Y4 T 2976 12,847 244,540
Personal consumption

expenditures nondurable

commodities other than

gasoling ang oif .......uuuerecrsnens 998,205 177,294 1,055 4,679 244,755 367,900 1,784,530 481,474 1,149,402 3457 102,204 47,993 1,784,530
Parking, automotive repair, and

NIGAWAY tOHS .ovevevrenccrcrerrsesonnes 148,624 | ..o 252 148,877 47,825 97,689 | ..ooorrreerrrencnaieaes 12 3,351 148,877
Wholesale trade margins and

transportation costs . - 878273
All other commodities .. 10,200,449 | 654,062 184,276 24002 ) 560215| 282659 11,947,659 5189412 3,335,872 1,209238 | 686,926 1,526,209 11,947,659
Toal coovonrrnncrrcccsesinnennscsensesorns 13,789,458 | 903,728 191,867 20994 | 878273 | 686,874 14,855,059 6,976,424 5,237,500 1,212,696 | 814,769 1,613,810 14,855,059

1. Total sugrly in purchasers’ prices is equal to domestic production in producers’ prices plus imports, govemment
e trade margins and transportation costs, and retail margins less change in private inventories. Whole-
sale and retail margins and transportation costs are not shown explicitiy in this column, because they are included

sales, wholes:

jon and i

than gasoline and oil, and all other commodities.
Includ i expenditures and excludes government sales, Govemment sales are in-

in the purchasers’ values for the gasoline and oil, personal consumption expenditure nondurable commodities other

2. ot
cluded as part of supply.

Table 11.2—Supply and Consumption of Tourism and All Other Commodities, 1997
[Millions of dollars]

&

Supply Consumption
Wht?|3:a|e Govern-
2
) ! . ) . t
Commodity Domestic pro- Goveriment | Change in | margins Retail inter- Personal Gross private | Exportsof | e, ol
duction {pro- | Imports ernmen ivate and el Total supply ¢ ¢ consumption | fixed invest- | goods and |  SXPeM "
ducers’ pr?égs) P sales inventones transpor- | Margns Y| medate expenditures ment services elgm consumption
tation saleszg
costs

Hotels and lodging places 73,586 | .occorrerccrnncens 516 74,103 35,443 31,563 7,096 74,103
Eating and drinking places ........ 340,141 340,141 35,518 208,410 5817 340,141
P; ger rail , 1, 26 873 96 1,296
Passenger bus and other local

transportation 16,877 13,566 90 16,877
Taxicabs ...... 4 3 514 443
Domestic passeng 64,856 29,008 6277 64,856
] ional air fares 27,476 17,891 19,102 607 45367
Passenger water ...... 4, 358 4,587 989
Auto and truck rental 26,445 821 26,445
Other vehicle rental 1,054 316 054
Arrangement of passeng

transportation ............cmeeeeens 16,970 3,623 143 16,970
Recreation and entertainment .. X L 3 S 5,331 66,624 1,221 70,275
Participant SPOMtS .........c..vevsronees 14,820 13,059 14,820
Movie, theater, ballet, and

musical events 29,508 273 18,158 283 29,780
Sports events ...... 5,690 248 646 4210 468 ,584
Petroleum retail margins . 39,130
Other retail margins ... ,
Trave! by U.S. residents abroad | ...cceeovrecce 53,451 53,451 13,858 39,593 53,451
Gasofine and oil 124,036 7968 | i 1,511 76,078 38915 248,509 92,845 139,398 297 13,296 248,509
Personal consumption

expenditures nondurable

commodities other than

§as00ine and Off .....cccvcercsiorece 1,042,149 190,130 1,091 3491 246,088 368,118 1,851,067 490,392 1,197,063 3,736 110,204 49,672 1,851,067
Parking, automotive repair, and

hi?hway [ — 155,988 1 .ovovrcesermenne 261 156,249 50,242 102,526 | cooooreersenens 12 3,468 156,249
Wholesale trade margins and

transportation costs . 942,878
All other commodities .. na. 690,351 na 63,323 na na. na na 3,533,059 1,311,664 735,906 na na.
Total ... reesnene na. 960,669 na. 68,325 na. na. na. na. §,524,400 1,315,400 872,369 na. na.

1. Total supply in purchasers’ prices is equat to domestic production in producers’ prices plus imports, government 2. Includes consumption and investment expenditures and exclud sales. G sales are in-

sales, wholesale trade margins and transportation costs, and retail margins less change in private inventories. Whole-
sale and retail margins and transportation costs are not shown explicitly in this column, because they are included
in the purchasers’ values for the gasoline and oil, personal consumption expenditure nondurable commodities other

than gasoline and oil, and all other commodities.
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{not available).

cluded as part of suppt
Note~—Several columns do not have a control total (currently there are no annual input-output data for 1997).
In these columns, the column totals and the estimates of “All other commodities” and “Total” are shown as n.a.
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Tabie 12.1—~Tourism Demand by Type of Visitor, 1996

[Millions of dollars in purchasers' prices}

Tourism demand
Commodity Total demand Total tourism demand Business G expenditures g sales
Method 1 Method 2 Method 3 Method 1 Method 2 Method 3 Method 1 Method 2 Method 3

Hotels and lodging places 70,229 70,229 70,229 70,229 33,459 33,459 33,459 6,857 6,857 6,857
Eating and drinking places 320,842 54,310 58,256 79,005 20,511 20,511 20,511 4,203 ,203 4,203
Passenger rail 1217 1,217 1217 1,217 304 304 304 93 93 93
Passenger bus and other local transportation ... 16,038 3912 4,603 5,781 683 818 1,046 53 54 58
Taxicabs 8,898 1,995 4,043 6,225 1,001 2,130 3,332 91 195 304
Domestic p air fares 60,528 60,529 60,529 80,529 28,236 28,236 28,236 6,065 6,065 6,065
International air fares 40971 40,760 40,760 40,760 4,019 4,019 4,019 376 37 376
P; ger water 4,698 4, 4,490 4,490
Auto and truck rental 25,754 20,553 20,553 21,476 14,583 14,583 14,583 1,376 1,376 1,376
Other vehicle rental 982 272 452 452
A p g portation 16,966 3,761 3,761 3,761 139 139 139
R ion and i 64, ,650 29,
Participant sports 14,214 4,969 5,103 6,630 1,588 1,588 1,588
Movie, theater, ballet, and musical GVents ............cceumrmsrecsvenes 7,337 5, 5987 8,233 1,025 1,025 1,025
Sports events ; 1, 1,738 2,266 475 475 475
Travel by U.S. residents abroad 49,452 49,452 49,452 49,452 12,821 12,821 12,821
Gasoline and oil 244,540 13,450 14217 20,851 2418 2585 4,017 22 238 368
Personal ption expenditure nondurable commodities

other than gasoline and oil 1,784,530 47817 50,722 68,997
Parking, automotive repair, and highway tolls ...........cccmee 148,877 7,859 9,066 14,039 140 254 390 83 138 216
Al other commodities 11,947,659
Total 14,855,059 420,164 434613 486,942 121,263 122,808 125,806 19,557 19,733 20,054

Tourism demand Nontourism demand Tourism commodity ratio !
Commodity Resident households
Nonresidents Method 1 Method 2 Method 3 Method 1 Method 2 Method 3
Method 1 Method 2 Method 3

Hotels and lodging places 14,254 14,254 14,254 15,659 1.00 1.00 1.00
Eating and drinking places 16,897 20,843 41,592 12,699 266,532 262,586 241,837 017 0.18 025
P; ger rail 639 639 181 1.00 1.00 1.00
Passenger bus and other local transportation ..............eemmmeennss 2,506 3,061 4,007 670 12,128 11,435 10,257 024 0.29 0.36
Taxicabs 723 1,538 2,409 180 6,903 4,855 ,673 0.22 0.45 0.70
Domestic passenger air fares 20; 20,456 20,456 5,771 1.00 1.00 1.00
I ional air fares 16,327 16,327 16,327 20,039 n 21 211 0.99 0.99 0.99
P; ger water 3,395 3,395 3,395 1,095 208 0.96 0.96 0.96
Auto and truck rental 3,766 3,766 4,689 5,201 5,201 4,278 0.80 0.80 083
Other vehicle rental 218 398 54 530 028 046 0.46
A of p Qg rtation 2,652 652 970 13,205 13,205 13,205 022 022 022
Recreation and entertainment 19,854 21,638 24,752 7,79 37,178 35,394 32,280 043 045 0.50
Participant spol 2,612 2,746 4273 769 9,245 9,111 7,584 0.35 0.36 047
Movie, theater, ballet, and musical events ... 3137 4,039 6,285 923 22,252 \ 19,104 019 0.22 0.30
) events 1,065 950 1478 313 4,646 4,761 4,233 0.29 0.27 0.35
Travel by U.S. residents abroad 36,631 36,631 36,631 1.00 1.00 1.00
Gasoline and oil 8718 9,302 14,374 2,092 231,090 230,323 223,689 0.06 0.06 0.09
Personal ption expendi durable commodities

other than gasoline and oil 26,430 29,335 37,610 21,387 1,736,713 1,733,808 1,725,533 0.03 0.03 0.03
Parking, automotive repair, and highway tolls ...........c..ccouvmuees 7,458 8,496 13,255 178 141,018 139,811 134, 0.05 0.06 0.09
All other commodities 11,947,659 11,947,659 11,947,658
Total 187,738 200,466 249476 91,605 14,434,897 14,420,448 14,368,119

1. The tourism commodity ratio is total tourism demand divided by total demand.
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Table 12.2—Tourism Demand by Type of Visitor, 1997

[Mittions of dollars in purchaser's prices)

July 2000 o 22

Tourism demand
Commodity Total demand Total tourism demand Business Government expenditures excluding sales
Method 1 Method 2 Method 3 Method 1 Method 2 Method 3 Method 1 Method 2 Method 3
Hoteis and lodging places 74,103 74,103 74,103 74,103 35,443 35443 35443 7,096 7,096 .7,096
Eating and drinking places 340,141 56,886 61,022 82,640 21,689 21,689 21,689 4342 4,342 ,342
rai 1,296 1,296 1,296 1,296 326 326 326 96 96 96

Passenger bus and other local transportation .............eeeessccsenenne 16,877 4,108 4841 6,082 719 861 1,102 54 56 60
Taxicabs 443 2,122 4,298 6,611 1,065 2,266 ,545 94 202 315
Domestic passenger air fares 64,856 64,856 ,856 64,856 29,482 29,482 29,482 8277 6,277 6277
International air fares 45,367 45,158 45,156 45,156 5,086 5,086 | 396 3% 396
P ger water ,989 4,384 4,384 4,384
Auto and truck rental 26,445 ,092 21,092 22,054 14,964 14,964 14,964 1,424 1,424 1,424
Other vehicle rental 1,054 293 485 485
Arrangement of passenger transportation 16,970 3,766 3,766 3,766 143 143 143
Recreation and entertainment 70,275 30,240 ,202 35,582
Participant sports 14,820 5,170 5311 6,905 1,655 1,855 1,655
Movie, theater, ballet, and musical events ... 29,780 5529 6511 8,960 1,118 1,118 1,118
Sports even 6,584 1,878 1,763 2,299 486 486 486
Travel by U.S. residents abroad .........oeviiiccssinccnsesssions 53,451 53451 53451 53451 13,858 13,858 13,858
Gasoline and ot 48,509 3,588 14,371 21,118 2,452 2,622 4,074 230 248 381
Personal consumption expenditure nondurable commodities

other than gasoline and oil 1,851,067 49,727 52,745 61,242
Parking, automotive repair, and highway tolls ...............ccceevvsoners 156,249 8,247 9,514 14,731 147 267 40 86 143 223
Al other commodities na.
Total na 445,891 461,166 515,718 128,489 130,122 133,237 20,240 20423 20,758

Tourism demand Nontourism demand Tourism commodity ratio !
Commodity Resident households
Nonresid Method 1 Method 2 Method 3 Method 1 Method 2 Method 3
Method 1 Method 2 Method 3

Hotels and lodging places 15,107 15,107 15,107 16,456 1.00 1.00 1.00
Eating and drinking places 17,509 21,645 43,263 13,346 283,255 279,119 257,501 017 0.18 024
P; rail 662 662 662 21 1.00 1.00 1.00
Passenger bus and other local portation 2,644 3,233 4,229 691 12,769 12,036 10,795 024 0.29 0.38
Taxicabs 775 1,642 2,563 188 321 5,145 2832 022 0.46 0.70
Domestic p ger air fares 22,79 22,796 22,79 6,300 1.00 1.00 1.00
Internationat air fares 19,102 19,102 19,102 20,572 2N n 21 1.00 1.00 1.00
P water 3315 3315 3315 1,069 605 605 605 0.96 0.96 0.96
Auto and truck rental 3867 3867 4,829 837 5,353 5,353 4,39 0.80 0.80 0.83
Other vehicle rental 236 428 428 57 761 569 569 0.28 0.46 046
Arrangement of passenger transportation ... 2,653 2,653 2,653 970 13,204 13,204 13,204 022 0.2 022
Recreation and entertainment 21,672 23,634 27,014 8,568 40,035 38,073 34,693 043 0.46 051
Participant sports 2,710 2,851 4,445 805 9,650 ,509 7,915 0.35 0.36 047
Movie, theater, ballet, and musical @VENLS ........c...cwcwcvemrsecrisvne 3401 4,383 6,832 1,010 24,251 23,269 20,820 0.19 0.22 0.30
Sports events 1,073 958 1,494 319 4,706 821 4,285 0.29 0.27 0.35
Travel by US. abroad 39,593 39,593 39,593 1.00 1.00 1.00
Gasoline and oil 8814 9411 14,569 2,092 234,921 234,138 227,393 0.05 0.06 0.08
Personal consumption expenditure nondurable commodities

other than gasoline and oil 27,251 30,269 38,766 22,476 1,801,340 1,798,322 1,789,825 0.03 0.03 0.03
Parking, automotive repair, and highway tollS .............cecereerrreerees 7,827 8917 13911 187 148,002 146,735 141,518 0.05 0.06 0.09
All other commodities na na. na.
Total 201,007 214,466 265,571 96,154 na. na. na.

1. The tourism commeodity ratio is total tourism demand divided by total demand.

Note—Several columns do not have a control total {currently

ere are no annual input-output data for 1997).

In these columns, the column totals and the estimates of “All other commodities” and “Total” are shown as n.a.

(not available).
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Table 13.1—Tourism GDP of Tourism Industries and Other Industries, 1996
[Millions of dollars]

Inter- Tourism industry ratio ! Tourism output? Tourism industry intermediate [  Tourism industry value
ndu mediate | Val i added
Industry stry alue
output conﬁsump— added Met1hod Metzhod Megod Meghod Me%hod Megwd Method | Method | Method | Method | Method | Method
jon :
1 1 2

Hotels and lodging places 104810 41453] 63,351 081 081 082] 845761 84831] 86,174 33455| 33556| 34,087] 51121] 51,275] 52,087
Eating and drinking places 281,321 137,644 143677 0.16 047 0.23] 44506| 47,740| 64,743 21,776| 23358 31,677| 22,730 24,382] 33,066
Railroads and related services 38,411 18517 21,894 0.03 0.03 003 1217 1217 1217 523 523 523 694 694 694
Local and suburban transit and interurban highway passenger

transportation, except taxicabs 20,156| 12,260 789 0.19 0.23 029 39:2| 4603] 5781 2380 2800| 3516f 1582] 1803| 2265
Taxicabs 8,898 3436 5,462 022 045 0701 1,995| 4,04 6,225 7701 1,561| 24041 1225] 2482| 3821
Air transportation 110869| 56881] 63988 0.78 0.78 0.78] 86499| 86499| 86499} 44,378| 44378| 44378| 42,121] 42,21| 42121
Water transportation 28430| 17.497| 10933 0.14 0.14 0.14| 4075| 4075| 4075 5081 2508] 2508] 15671 1567 1567
Automotive rental and leasing, WIthOUE GIIVETS ........c.wcecimmummeummiccsscassssesenes 34644| 15151 19494 0.57 0.58 060( 19895| 20,066] 20,947f 8700] 8775| 9161} 11,1950 11.291] 11,787
Arr of p g portation 17,079 7,150 9,929 0.22 022 022| 3761 3761 3761 1574] 1574| 1574 2,186f 2,186 2,186
Miscellaneous amusement and recreation services (except membership

sgorts and recreation clubs); racing including track operation; marinas;

libraries and museums, art galleries, and botanical and zoological 8

gardens 55368( 20791| 34,576 0.18 0.20 026| 10195| 11,130] 14218} 3828] 4,179] 5339| 6367] 6950| 8879
Membership sports and jon clubs 18,317 7512 8,805 0.31 0.32 041| 502 5183| 6681} 2312f 2386 3076| 2710 2797| 3605
Motion picture theaters; dance studios, schools, and halls; theatrical

producers (except motion ciaictures), bands, orchestras and entertainers ... 30318} 18,9971 11,321 017 0.20 027] 5033 5926| 81491 31541 3713] 5106| 1,880] 2213 3,043
Professional sports clubs and promoters 12,354 4,847 7,507 0.10 0.09 0121 12471 1170 1,525 489 459 598 758 M 927
Gasoline service stations 434131 12128] 31,284 0.07 0.07 0.11{ 2967 3173] 4,686 829 8871 1309 2138] 2287| 3377
Retall excluding eating and drinking places and gasoline services stations 727554 | 243,013 484,541 0.02 0.03 003; 18002] 19927| 25369| 6,013] 6656} 84741 11,989| 13271| 16,895
Total tourism industries . 1,529,940 | 615,283] 914,657 ......ovveeves { e | werncvieirns 292,902 303,343 | 340,051 132,691 | 137,314 153,731 | 160,212 | 166,029 186,319

1. The industry tourism ratio is equal to tourism output divided by industry output. the air industry produces $60,509 million domestic passenger air fares of which 100 percent is tourism, and it also

2. The industry tourism output is derived from table 10 and table 12. The tourism commodity ratio, table 12,  produces $26,124 million international air fares of which 99 percent is tourism; the total tourism output of the industry
is multiplied by the tourism commodities produced by industries, table 10, and summed by industry. For example, s $86,499 million.

Table 13.2—Tourism GDP of Tourism Industries and Other Industries, 1997
[Millions of dollars]

Inter- Tourism industry ratio ! Tourism output? Tourism industry intermediate |  Tourism industry value
Industry '"d‘r’é"y Ui Vﬁ‘éﬁ Method | Method | Method | Method | Method | Method i s
output | consum a el el e e e ot
il 1 ", i h 5 3" | Method | Mehod | Method | Method | Method | Method

Hotels and lodging places 110,746 42805] 67941 0.80 0.80 082| 88782 89041 90397| 34,316] 34416| 34940| 54,466| 54,625] 55457
Eating and drinking places 2989301 1404171 158513 0.16 0.17 023| 46869 50277) 68,088| 22016] 23616 31,983| 24853} 26,660) 36,105
Railroads and refated services 39,001 17,318] 21,683 0.03 0.03 003] 1296] 129{ 12% 575 575 §75 720 720 720
Local and suburban transit and interurban highway passenger

transportation, except taxicabs 21,1491 11,853 9,296 019 0.23 028] 4108f 48411 6082| 23021 2713] 3409] 1806] 2128 2673
Taxicabs 9,443 3478 5,965 0.22 046 070| 21221 4298 6611 7821 1583] 24351 1340} 2715| 4,176
Air transportation 121,794 60887} 60,907 0.76 0.76 0.76] 92,183} 92183| 92,183] 46,084| 46,084| 46,084 46099 46,099| 46,099
Water transportation 26,836 14,931 11,905 0.17 0.17 017 44461 4446 4446) 2474| 2474| 2474 1972 1,972 1,972
Automotive rental and leasing, WIthOUt AriVETS ........cvumneemsesmvsssssmnississins 35529| 16,187 19,342 0.57 0.58 060{ 203671 20548| 21465f 9279} 9362| 9,779] 11,087] 11,188} 11,685
Arran?ement of passenger transportation 18,225 8,035 10,191 0.21 0.21 021 3766| 3766| 37661 1660] 1660] 1660F 2106} 2106] 2106
Miscellaneous amusement and recreation services {except membership

s and recreation clubs); racing including track operation; marinas;

libraries and museums, art galleries, and botanical and zoological

gardens 60,345 22854} 37491 0.9 020 0261 11,273} 12308) 15723] 4269| 4661] 5955] 7,004] 76471 9768
Membership sports and recreation clubs 16,908 8,102 8,806 0.31 0.32 041 5171 5339 6882F 2478| 2559) 3298| 2693] 2781 3584
Motion picture theaters; dance studios, schools, and halls; theatricat

producers (except motion pictures), bands, orchestras and entertainers .. 348471 20091 14,756 0.16 018 025| 65465] 6435) 8855) 31511 3710 S5106] 2314] 2725] 3,750
Professional sports clubs and p 13,613 5,752 7,861 0.10 0.09 012] 12071 1218 1588 548 515 671 749 703 917
Gasoline service stations 46698 | 12819] 33879 0.07 0.07 0111 3189 3408f 5025 875 936] 1,379F 2313 2473] 3646
Retail excluding eating and drinking places and gasoline services stations 774223 257.919| 516,304 0.02 0.03 0.03| 19,135] 21,172| 26911| 6374| 70531 8965 12,760| 14,119] 17,946
Total tourism industries 1,628,287 | 643448) 984,839 ... | ot | i 309,469 | 320,576 | 359,318| 137,184 | 141,917 | 158,713 172,284 | 178,659 | 200,605

1. The industry tourism ratio is equa! to tourism output divided by industry output. the air industg produces $64,835 million domestic passenger air fares of which 100 Percent is tourism, it also pro-

2. The industry tourism output is derived from table 10 and table 12. The tourism commodity ratio, table 12,  duces $27,476 million international air fares of which 99.5 percent is tourism; the total tourism output of the industry
is multiplied by the tourism dities produced by industries, table 10, and summed by industry. For example,  is $92,183 million. /
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Table 14.1.—Tourism Employment and Compensation of Employees, 1996

Total Tourism industry ratio Tourism employment (thousands of Tourism compensation {millions of Average
employees) Compen- dollars) compen-
empioyment sation sation per
Industry (thousfands Method 1 | Metod 2 | Method 3 {miligns of tourism
0 e e e Method 1 | Method 2 | Method 3 | ~dollars)y | Method 1 | Method2 | Method 3 | employee
employees) {dollars) t
Hotels and lodging places 1,794 081 0.81 0.82 1,448 1,452 1475 39,833 32,143 32,240 32,750 22,203
Eating and drinking places 7,761 0.16 0417 023 1,228 1317 1,786 99,330 15,714 16,856 22,360 12,799
Railroads and related services 223 0.03 0.03 0.03 7 7 7 14,548 461 461 461 65,236
Local and suburban transit and interurban highway passenger
transportation, except taxicabs 2 ; 463 0.19 0.23 028 80 106 133 17,790 3,453 4,063 5,103 38,424
Taxicabs 32 0.22 0.45 0.70 7 15 22 127 285 578 889 39,728
Air transportation 3 737 0.78 0.78 0.78 8§75 675 675 34,836 27179 27,178 27,179 47,268
Water transportation 98 0.14 0.14 0.14 14 14 14 4,987 715 715 715 50,888
Automotive rental and leasing, without drivers . . 215 057 0.58 0.60 123 125 130 4,768 2,738 2,762 2,883 277
Arrangement of passenger transportation 219 0.22 0.22 0.2 48 48 48 6,658 1,466 1,466 1,466 30401
Miscellaneous amusement and recreation services (except
membership sports and recreation clubs); racing including track
operation; marinas; libraries and museums, art galleries, and
botanical and zoological gardens 913 018 0.20 0.26 168 184 24 15,214 2,801 3,058 3,907 16,664
Membership sports and recreation GBS ........wemeesmiersrersmcernecessoeene 25 031 0.32 0.4 100 103 133 8373 1,961 2,024 2,609 19,610
Mation picture theaters; dance studios, schools, and halls; theatrical
producers (except motion pictures), bands, orchestras, and
entertainers 314 017 020 0.27 52 61 84 9,190 1,526 1,796 2,470 29,266
Professional sports clubs and ProMOErS .....wemimcsssssssserssncssn 60 010 0.09 0.12 6 6 7 5,552 561 526 686 92,541
Gasoline service stations 887 0.07 0.07 0.11 47 50 74 11,586 792 847 1,251 16,864
Retail excluding eating and drinking places and gasoline services
stations 13,808 0.02 0.03 0.03 | 342 378 481 27,7% 6,725 7444 9,477 19,684
Total tourism industri 4,255 4440 5,206 102,015 114,706 22,721
Total industries 127,009 | 127,009 ) 127,009 4395585 | 4,395,585 34,608
Tourism share (percent) .34 35 41 23 X3 [—
1. Average compensation per tourism employee was calculated as the arithmetic mean of the average compensa- 3. Air transportation employment and compensation adjusted to remove United Pascel Seivice employees.
tion per tourism employee for methods 1, 2, and 3. Sources: Bureau of Labor Statistics, U. S. Department of Labor, Employment and Wage Annual Averages, 1996;

2. Employment for this category includes 197,000 State and local government “transit” employees. (Source: Public  Bureau of the Census, U. S. Department of Commerce, Public Employment Payrolls Survey, 1996.
Employment Payrolls Survey, 1996, Bureau of the Census)

Table 14.2.— Tourism Employment and Compensation of Employees, 1997

Tourism industry ratio Tourism employment {thousands of Tourism compensation (millions of Average
Total
employees) Compen- dollars) compen-
employment sation sation per
fndustry Wousands |\ hod 1 | Method 2 | Method 3 (millons of Toue
empioyees) Method 1 | Method 2 | Method 3 |  dollars) Method 1 Method 2 | Method 3 &m Iloyt)z?
ars)
Hotels and lodging places 1,833 080 0.80 0.82 1,469 1,474 1,496 42,097 33,748 33,847 34,362 22,966
Eating and drinking places 7,891 0.16 017 023 1,237 1,327 1,797 105,704 16573 17,778 24,076 13,395
Raifroads and related services 220 0.03 0.03 0.03 7 7 7 14,767 49 491 4% 67,123
Local and suburban transit and interurban highway passenger
transportation, except taxicabs 2 477 0.19 023 029 93 109 137 18,617 3616 4,261 5,354 39,028
Taxicabs 32 0.22 0.46 0.70 7 15 22 1,265 284 576 886 39,545
Air portation 3 747 0.76 0.76 0.78 565 565 565 36,645 21,736 27,736 27,736 49,056
Water portation 101 017 017 017 17 17 17 5,294 877 877 877 52418
Automotive rental and leasing, WIthout drivers .........cumemennernssirses . 218 057 0.58 0.60 125 126 132 5,029 2,883 2,909 3,038 23,070
A of passenger portation 225 0.2t [1¥4) 021 46 46 46 7,236 1,495 1,495 1,495 32,158
Miscellaneous amusement and recreation services (except
membership sports and recreation clubs); racing including track
operation; marinas; libraries and museums, art galleries, and
botanical and zoological gardens 962 019 0.20 0.26 180 196 251 16,455 3,074 3,356 4,288 17,105
Membership sports and recreation CUDS ............ceerrceiurecossencesmeroncsnns 332 031 032 041 102 105 135 6,683 2,044 2,10 2,720 20,128
Motion picture theaters; dance studios, schools, and halls; theatrical
producers (except mation pictures), bands, orchestras, and
i 339 0.16 0.8 0.25 53 83 86 10,339 1,621 1,909 2,627 30499
Professional sports clubs and p 63 010 0.09 012 6 6 7 5,907 563 529 689 93,765
Gasoline service stations 690 0.07 0.07 0.11 47 50 74 11,911 813 869 1,282 17,263
Retail excluding eating and drinking places and gasoline services
stations 14,055 0.02 0.03 0.03 347 384 489 286,254 7,075 7828 9,950 20,367
Total tourism industries 4,302 4,491 102,894 106,571 119,671 23475
Total industries 130,085 130,085 4675738 | 46757381 4675738 35,94
Tourism share (percent) 33 35 22 23 -1 —
1. Average compensation per tourism employee was calculated as the arithmetic mean of the average compensa- 3. Air Transportation employment and compensation adjusted to remove United Parcel Service employees.
tion per tourism employee for methods 1, 2, and 3. Sources: Bureau of Labor Statistics, U. S. Department of Labor, Employment and Wage Annual Averages, 1997;

2. Employment for this category includes 189,000 State and local government “transit” employees. (Source: Public  Bureau of the Census, U. S. Department of Commerce, Public Employment Payrolls Survey, 1997.
Employment Payrolls Survey, 1997, Bureau of the Census)
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U.S. Multinational Companies

Operations in 1998

By Raymond J. Mataloni, Jr.

ROWTH in the combined domestic and for-

eign operations of nonbank U.S. multinational
companies (MNC’s) slowed in 1998, according to
preliminary estimates from the annual survey of
U.S. direct investment abroad conducted by the
Bureau of Economic Analysis (BEA).! Current-
dollar estimates of the worldwide gross product of
US. MNC’s—U.S. parents and their majority-
owned foreign affiliates (MOFA’s)—increased 1.2
percent in 1998, compared with a 5.8-percent in-
crease in 1997 (table 1).2 Two other key measures

1. This article presents highlights from the 1997 and 1998 annual surveys.
More detailed estimates will be available later this year (see the box “Data Avail-
ability” on page 36).

of MNC operations also grew more slowly in 1998
than in 1997. MNC employment increased 2.3
percent after increasing 6.0 percent, and capital ex-
penditures increased 5.4 percent after increasing
16.9 percent.

The slower growth in MNC operations in 1998
was most pronounced in the petroleum industry.
In that industry, MNC gross product decreased 23
percent, as steep declines in the prices of petro-

2. An MNC comprises a U.S. parent company and its foreign affiliates. The
examination of the foreign operations of U.S. MNC'’s primarily uses the data for
MOFA's rather than for all foreign affiliates, because parents and MOFA's are
usually under U.S. managerial control (whereas other foreign affiliates are usu-
ally under the control of foreign owners) and because the necessary data items
for this analysis are collected only for MOFAs.

Table 1.—Gross Product, Employment, and Capital Expenditures
of Nonbank U.S. MNC’s, U.S. Parents, and Foreign Affiliates, 1982-98

MNC's worldwide Affiliates MNC’s worldwide Affiliates
Parents | Parents | Parents Parents | Parents | Parents
and all and Total | MOFA's | Other and all and Total | MOFA's | Other
affiiates | MOFA's affiliates | MOFA's
Gross product 24222| 22,760 17537 6,685] 5223 1,461
B Am oammom
5,921 4.5 18,5 7, \ ,
na.|1,019,734] 796,017 na.| 223,717 na. 26334 24867 1879| 7544| 6077| 1467
na. na. na. na.| 216,683 na. 578
na. na. na. n.a.| 220,331 na. 851 26,358 19,878 7,973 6,480 1,493
na na nal  na SS"%Z na 28456| 26963| 20068] 8388) 6900| 1488
n.a. na. na. na. 1, na.
na. na. na. na.| 269,734 na. Pe;?:,"l}af'::g? at
na. na. na. n.a | 297,556 na. ) 06 07 04 12 17 05
n.a.[ 1,364,878 1,044,884 na.| 319,994 na. 12 12 07 23 30 01
na. na. na. n.a.| 356,033 na 1996-97 : 5‘8 6.0 5'8 5‘7 6A6 1‘3
na. na. na. na.| 355,963 na : y ) y ¥ ¥ Y
na. na. na. na.| 361,524 na. 1997-98 22 23 10 52 65 -03
na. na. na. na.| 359,179 na. Capital
na.[1717,488]1313792]  na.| 40369%| na. expenditures
el na. 1,83;,842 1gggggg na. 483,:5378 na. Millions of dollars
1 . .a.| 1,978,948 | 1,480, .a.| 498,31 .a. :
1997+ N oeaats|16onaet|  nalaoaer| ot || 1982 oo | 208262 n| lovae| oR| wiml e
1998~ ... .a.12,119,3801 1,608,645 na.| 510,735 2. n.a. , \ na s na.
" na na| 203791| 168692 na| 35008] na
Percent change at na.j 221,509 185,027 na 36482 na.
annuatl rates: na.| 203,809| 169,131 na.| 34,678 na.
1982-97 .....oeeen. na. 49 4.6 n.a. 5.8 na, na.| 199171 162,139 na.| 37,032 na.
1989-97 na. 5.5 5.3 na. 6.3 na. na.| 223814} 177,203 na.p 46611 na
1996-97 na. 58 6.3 na. 45 na. 276,790 | 260,488 201,808| 74,982 58,680 16,302
1997-98 ... na. 1.2 22 na. -19 na. na.| 274614| 213,079 na| 61,535 na.
na.| 269221 206,290 naj 62931 n.a.
Number of na.| 272,049 208,834 na.| 63215 na.
employees na.| 271,661 207437 na.| 64,224 na.
Thousands: 328,240 303,364 231,917 96,323 71,447 24876
1982 25345| 23727] 18705| 6640] 5022 1,618 na| 323616/ 248017} na 75’592 na.
1983 | 24783 23253| 18400 6383| 4854 1530 na| 405i0) 260048 na| 804621 na
1984 . 24548| 20973| 18131| 6418| 4842 1576 na.| 3%8037) 309247  naj 887%0|  na
:ggg : gg'ggg gg'gig 18113 2’419 4,810 1,609 na.| 419,620 323,181 na.| 96,439 na.
. 3 .5 17,832 ,250 4711 1,539
1987 | 24255| 22650 17986| 6270| 4gea| 105 || Percent change at
1988 . 24141 22498| 17,738| 6,404| 4,761 1643 ' na 36 34 na 47 na
1989 . 25,388 23,879| 18765| 6,622| 5114| 1,508 na. 54 55 na 53 na
1990 . 252641 23,786| 18430| 6,834| 5356| 1,478 na. 169 189 na 104 na
1991 . 24837 23345| 17,959| 6,878 5387 1492 na 54 45 na 86 na
1992 24190 22,812 17,530| 6,660| 5282| 1378 e ’ ’ & ‘ "
# Preliminary. MNC Multinational company
* Revised. MOFA Majority-owned foreign affiliate

n.a. Not available.
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leum products outweighed increases in worldwide
production and consumption of crude oil and pe-
troleum products.

The growth patterns of the domestic (U.S.-par-
ent) and foreign (foreign-affiliate) operations of
U.S. MNCs differed partly because of differences
in local economic conditions. The gross product of
U.S. parents increased 2.2 percent. Excluding the
gross product of parents in the petroleum indus-
try, parent gross product increased 4.6 percent, re-
flecting continued robust economic growth in the
United States (current-dollar gross domestic prod-

3. Crude oil prices fell 34 percent in 1998 on the basis of 12-month averages of
the refiners’ acquisition cost of domestic and imported crude oil from the
Energy Information Administration of the U.S. Department of Energy. In con-
trast, worldwide production of crude oil increased only 2 percent.

uct (GDP) in the United States grew 6.2 percent in
1997 and 5.5 percent in 1998).

The gross product of MOFA’s decreased 1.9 per-
cent—the first decrease since 1993; the decrease
reflected the fall in petroleum prices, a rise in the
exchange value of the U.S. dollar (which lowers the
dollar-denominated measures for affiliates whose
books are kept in host-country currencies), and
weak or negative economic growth in much of
Asia and Latin America. In terms of affiliate gross
product, the growth rate of real GDP in the top 5
Asian host countries averaged a negative 0.9 per-
cent in 1998. In the top 5 Latin American host
countries, real GDP increased, but the average
growth rate, at 1.7 percent, was less than half that
in the United States.

The following key terms are used to describe U.S. multina-
tional companies (MNC’s) and their operations. For a com-
prehensive discussion of the terms and the concepts used,
see Raymond J. Mataloni, Jr., “A Guide to BEA Statistics on
U.S. Multinational Companies,” SURVEY OF CURRENT BUSINESS
75 (March 1995): 38-55.

U.S. MNC%

U.S. multinational company (MNC). The U.S. parent and its
foreign affiliates. (In most of this article, an MNC is defined
as the U.S. parent and its majority-owned foreign affiliates.)

U.S. parent. A person, resident in the United States, who
owns or controls 10 percent or more of the voting securi-
ties, or the equivalent, of a foreign business enterprise. "Per-
son” is broadly defined to include any individual, branch,
partnership, associated group, association, estate, trust,
corporation, or other organization (whether organized or
not under the laws of any State), or any government entity.
If incorporated, the U.S. parent is the fully consolidated
U.S. enterprise consisting of (1) the U.S. corporation whose
voting securities are not owned more than 50 percent by
another U.S. corporation and (2) proceeding down each
ownership chain from that U.S. corporation, any U.S. cor-
poration whose voting securities are more than 50 percent
owned by the U.S. corporation above it. A U.S. parent com-
prises the domestic operations of a U.S. MNC, covering
operations in the 50 States, the District of Colombia, the
Commonwealth of Puerto Rico, and all other U.S. areas.

U.S. direct investment abroad (USDIA). The ownership or
control, directly or indirectly, by one U.S. person of 10 per-
cent or more of the voting securities of an incorporated for-
eign business enterprise or the equivalent interest in an
unincorporated business enterprise.

Foreign affiliate. A foreign business enterprise in which
there is U.S. direct investment, that is, in which a U.S. per-
son owns or controls (directly or indirectly) 10 percent or
more of the voting securities or the equivalent. Foreign
affiliates comprise the foreign operations of a U.S. MNC
over which the parent is presumed to have a degree of man-
agerial influence.

Majority-owned foreign affiliate (MOFA). A foreign affili-

Key Terms

ate in which the combined ownership of all U.S. parents
exceeds 50 percent. MOFAs comprise the foreign opera-
tions of U.S. MNC’s that are controlled by the U.S. parent
or parents. In 1998, MOFA’s accounted for 82 percent of
the employment of all foreign affiliates of U.S. MNC’s, up
from 77 percent in 1989 (table 1).

Operations of U.S. MNC’s

Gross product. The contribution to the gross domestic
product of the country of operations, which is the goods
and services produced by labor and property located in
that country. Gross product, often referred to as “value
added,” can be measured as gross output (sales or receipts
and other operating income plus inventory change) minus
intermediate inputs (purchased goods and services). Alter-
natively, it can be measured as the sum of the costs
incurred (except for intermediate inputs) and the profits
earned in production. The gross product estimates pre-
sented here were prepared by summing cost and profit
data collected in the annual and benchmark surveys of
USDIA. For the derivation of the current-dollar estimates
of gross product, see Raymond J. Mataloni, Jr., and Lee
Goldberg, “Gross Product of U.S. Multinational Compa-
nies, 1977-91,” Survey 74 (February 1994): 57.

Capital expenditures. Expenditures made to acquire, add
to, or improve property, plant, and equipment (PP&E).
PP&E includes land, timber, mineral and like-rights
owned, structures, machinery, equipment, special tools,
and other depreciable property; construction in progress;
and tangible and intangible exploration and development
costs. Changes in PP&E due to changes in entity—such as
mergers, acquisitions, and divestitures—or to changes in
accounting principles are excluded. Capital expenditures
are measured on a gross basis; sales and other dispositions
of fixed assets are not netted against them.

Employment. The number of full-time and part-time
employees on the payroll at yearend. If the employment of
a parent or an affiliate was unusually high or low because
of temporary factors (for example, a strike) or large sea-
sonal variations, the number that reflected normal opera-
tions or an average for the year was requested.
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Additional highlights of U.S.-MNC operations
in 1998 follow:

+ Worldwide production and the productive
resources of U.S. MNC’s remained concentrated
in the United States: U.S. parents accounted for
about three-fourths, and MOFAs for about
one-fourth, of their combined gross product,
capital expenditures, and employment. These
shares have been relatively stable since 1989.

+ The real gross product of both parents and
MOFA’s increased modestly. For U.S. parents,
the growth in current-dollar gross product
exceeded U.S. price inflation. For MOFA’s in
manufacturing, real gross product increased 3.0
percent, and evidence suggests that the real
gross product in other industries also increased.

+ U.S. exports of goods that involve U.S. parents
or their foreign affiliates decreased for the first
time since 1982, the first year of this annual
series. The decrease in MNC-associated exports
partly reflected reduced shipments to Canadian
affiliates in the transportation equipment man-

4. In addition to examining changes from 1997, changes from 1989 are some-
times used to provide historical perspective; the year 1989 is a benchmark sur-
vey year for U.S. direct investment abroad, and until 1994, the estimates of gross
product for U.S. parents (the basis for much of the analysis in this article) were

available only for benchmark survey years.

ufacturing industry and reduced shipments to

Asian affiliates.

+ MNC-associated U.S. imports of goods in-
creased substantially. The increase mainly re-
flected shipments to U.S. parents from affiliates
in the drug manufacturing industry and in the
computer and office equipment manufacturing
industry.

+ Newly acquired or established MOFA’s contin-
ued to be concentrated in countries with large
and prosperous markets rather than in coun-
tries with low labor costs. Although low-wage
countries have been attracting a rising share of
the new investments, MOFAs in high-wage
countries still accounted for 84 percent of the
gross product of all new MOFA's.

The first part of this article analyzes the world-
wide operations of U.S. MNC’s, the second part
analyzes their domestic operations, and the third
part analyzes their foreign operations.

Revisions to the 1997 estimates.—The estimates
of U.S.-MNC operations for 1997 were revised to
incorporate the final results of the 1997 Annual
Survey of U.S. Direct Investment Abroad.’ The

5. The preliminary 1997 estimates were published in Raymond J. Mataloni,
Jr., “U.S. Multinational Companies: Operations in 1997,” Surver oF CURRENT

Busingss 79 (July 1999): 8-35.

Data on U.S. Direct Investment Abroad

BEA collects two broad sets of data on U.S. direct invest-
ment abroad (USDIA): (1) Financial and operating data of
U.S. parent companies and their foreign affiliates, and (2)
international transactions and direct investment position
data.! This article presents the first set of data; the interna-
tional transactions and direct investment position data
appear in the following articles in this issue of the SURVEY OF
Current Business: Russell B. Scholl, “The International
Investment Position of the United States at Yearend 1999”;
Douglas B. Weinberg, “U.S. International Transactions,
First Quarter 2000”; and Sylvia E. Bargas, “Direct Invest-
ment Positions for 1999: Country and Industry Detail.”

The data on USDIA in this article are classified by Inter-
national Surveys Industry (ISI) groups that were adapted
from the Standard Industrial Classification (SIC) Manual,
1987—the classification system used until recently as the
standard for industry classification in Federal economic
statistics. The SIC system has been superceded by the 1997
North American Industry Classification System (NAICS).
BEA has developed new ISI codes that are based on NAICS;
these codes will be used for the data collected in the 1999
benchmark survey of USDIA.

Financial and operating data—The data on the overall
operations of U.S. parent companies and their foreign affil-

1. For a comprehensive discussion of these two sets of data, see Raymond J.
Mataloni, Jr., “A Guide to BEA Statistics on U.S. Multinational Companies,”
Survey 75 (March 1995): 38-55. This guide is available on BEA's Web site; go
to <www.bea.doc.gov> and click on “International, Articles.”

iates are collected in BEA’s annual and benchmark surveys
of USDIA. The data include balance sheets and income
statements, employment and compensation of employees,
research and development expenditures, sources of finance,
trade in goods, and sales of goods and services. In addition,
the gross product of U.S. parent companies and their
majority-owned foreign affiliates is estimated from the data
reported in these surveys.

Except in benchmark survey years, these data cover only
nonbank U.S. multinational companies (MNC’s); U.S.
MNC’s in banking (1987 Standard Industrial Classifica-
tions 6011, 602, 606, 6712, and 608) are exempt from
reporting. All the financial and operating data are on a fis-
cal-year basis. The data cover the entire operations of U.S.
parent companies and their foreign affiliates, irrespective of
the percentage of U.S.-parent ownership.

International transactions and direct investment position
data—These data, covering bank and nonbank US.
MNCs, are collected in quarterly surveys of USDIA. The
data cover the cross-border transactions and positions
between U.S. parents and their foreign affiliates, so they
focus on the parent’s share, or interest, in the affiliate rather
than on the affiliate’s size or scale of operations. The major
items that are included in the U.S. international transac-
tions accounts are direct investment capital flows, direct
investment income, royalties and license fees, and other ser-
vices transactions between U.S. parents and their foreign
affiliates.
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year-to-year percent changes for two other key
measures were revised less than 1 percentage point
from the changes shown in the preliminary esti-
mates: The increase in gross product was revised
up 0.2 percentage point to 5.8 percent, and the in-
crease in employment was revised down 0.1 per-
centage point to 6.0 percent. In contrast, the
increase in capital expenditures was revised up. 3.2
percentage points to 16.9 percent.

Worldwide Operations of U.S. MNC’s

This section examines worldwide U.S.-MNC oper-
ations and compares the domestic and foreign as-
pects of these operations.

Changes in gross product

Current-dollar gross product of U.S. MNC’s grew
1.2 percent in 1998, to $2,119 billion; the U.S.-par-
ent component of U.S.-MNC gross product in-
creased 2.2 percent, and the MOFA component
decreased 1.9 percent. Available evidence suggests
that after accounting for price and exchange-rate
changes, the real gross product of both parents and
MOFA’s increased modestly. For U.S. parents, the
2.2-percent increase in current-dollar gross prod-
uct exceeded the 0.6-percent rate of U.S. price in-
flation (as measured by the GDP implicit price
deflator for all private U.S. businesses). For
MOFAs, the 1.9-percent decrease in current-dollar
gross product and a 3.2-percent average inflation
rate in host countries suggests an inflation-ad-
justed decrease of about 5 percent; however, be-
cause the exchange value of the U.S. dollar
increased more than 5 percent, it is likely that the
real gross product of MOFA’s actually increased at
a modest rate.* A more formal calculation of the
changes in real gross product of MOFA’s in manu-
facturing also suggests a modest increase (see the
section “Real gross product of MOFA’s in manu-
facturing”).

U.S.-MNC-associated trade in goods

In 1998, U.S.-MNC-associated trade—U.S. trade
involving U.S. parents or their foreign affiliates—
accounted for 64 percent of total U.S. exports of
goods and for 39 percent of total U.S. imports of
goods (table 2 and chart 1).” These large shares re-
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6. In 1998, the weighted average (in terms of MOFA gross product) U.S.-dol-
lar price of the currencies of 7 euro-area countries and of 16 other major host
countries fell 8.0 percent. (Collectively, these countries accounted for 86 percent
of total MOFA gross product in 1998.) This decrease lowered the dollar value of
MOFA-gross product by a similar amount when the data reported to BEA in
dollars were transiated from foreign currencies, as is believed to generally be the
case.

The average rate of price inflation in these host countries was derived as a
weighted average (in terms of MOFA gross product), using, in most cases, the
GDP implicit price deflators for the countries.

Table 2—U.S. Trade in Goods Associated with Nonbank
U.S. MNC’s, 1989, 1997, and 1998

{Millions of dollars, unless otherwise noted]

Line 1989 | 1997 | 1998

1 MNC-associated U.S. exports, total | 236,371 441,272| 438,292
2| Intra-MNC trade ......oceueeueermerecrvsssiersossisssrns 89,539 186,526 | 185,372
3 Shipped by U.S. parents to their MOFA's | 86,050 | 185,065] 184,378
4 Shipped by U.S. parents to their other

Oreign affiliales .......cereemssssssersrerssesssnns 3489 1461 994
5 | MNC trade with Others ......cceecvcreeerecronsonses 146,832 | 254,746 ) 252,920
6 Shiptﬁed by U.S. parents to foreigners

other than their own affiliates .............. 133,813 220,730 | 221,139

Of which:
7 Shipped by U.S. parents to their

oreign parent 9roups ..........c.... 10,413| 23,0547 22517

8 Shipped to foreign affiliates by U.S.

;Fersons other than their own parents 13,019 34,016] 31,781
9 o MOFA's .| 11.437] 27,689 26,256
10 To other foreign affiliates . .. 1,582 6,327| 5525
1" MNC-associated U.S. imports, total | 201,182 | 350,822 | 355,976
12 ] Intra-MNC trade .....oocoeeeccrrresernnrccmrnsesensecn 77,307 | 147,452 158,146

13 Shipped by MOFA's to their U.S, parents | 71,283 | 143,841 | 154,763
14 Shipped by other foreign affiliates to their

U.S. OIS <.ocooreevecncenensrnansasnssessrenes 6,024 3611 3383
15 | MNGC trade with Others ..........ccevermrncnnersennes 123,876 ] 203,370} 197,830
16 Shiptged to U.S. parents by foreigners
other than their own affiliates ............. 103,788 | 174,149 | 168,366
Of which:
17 Sh}ppqd to U.S. parents by their
oreign parent groups ......co.u.uueeer 32,398| 67,336| 65,663

18 Shipped by foreign affiliates to U.S.
gersons other than their own parents 20,087| 29,221 29,464
Yy

19 MOFA's 13,015| 23.216] 23387

20 By other foreign affiliates 70721 6005 6,077
Addenda:

21 | ALUS. eﬁports Of GOOGS .ovvsusevniemsersenerersennee 363,836 689,182 | 682,138

22 U.S.-MNC-associated U.S. exports as a

%centage of total (line 1/ line 21) *

65 64 64
23 Intra-U.S.-MNC exports as a percentage
of total (fine 2/ line 21) * 100 ..o 25 27 27

24 1 All U.S. imports of g00dS ........ucererione. 473,647 | 869,704 | 911,896
25 U.S.-MNC-associated U.S. imports as a )
?gacentage of total (line 11/ line 24) *

42 40 39
Intra-U.S.-MNC imports as a percentage
of total (line 12/ line 24) * 100 ............ 16 17 17

27 | U.S. exports of goods by U.S. parent
companies that are also U.S. affiliates of
foreign COMPANIES ...vuvseeccreeesersrrssssrescens na.| 59,537| 75276

28 | U.S. imports of goods by U.S. parent
companies that are also U.S. affiiates of
foreign ComPanes ........urcrssssussssnnn na.| 92,539] 112,905

2

k=13

MNGC Multinational company
MOFA Majority-owned foreign affiliate
n.a. Not available.

Note: The MNC-associated trade contains some dupiication. See footnole 7 to the text.
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flect the significant presence of U.S. MNC’s in the
U.S. economy and the global orientation of U.S.
parents.?

U.S.-MNC-associated exports decreased $3 bil-
lion, to $438 billion, the first decrease since this
annual data series began in 1982. Both intra-MNC
exports and MNC exports to others decreased. The
decrease in intra-MNC exports was concentrated
in exports to Canada and Asia. The decrease in ex-
ports to Canada was mainly in transportation
equipment manufacturing and reflected a tempo-
rary decrease in auto production by Canadian af-
filiates that was related to a labor strike. The
decrease in exports to Asia was widespread by
country and reflected a decrease in total U.S. ex-

7. MNC-associated trade consists of intra-MNC trade (trade between U.S.-
parent companies and their own foreign affiliates) and MNC trade with “oth-
ers” (trade between U.S.-parent companies and foreigners other than their own
affiliates and trade between foreign affiliates and U.S. residents other than their
own parents). The MNC-associated shares of total U.S. trade are overstated to
the extent that the trade with others includes trade between U.S.-parent compa-
nies and foreign affiliates of other U.S.-parent companies. Such trade cannot be
separately identified, but in most cases, it would be reported twice on the
annual survey—once for the U.S. parent that exports or imports the goods and
once for the foreign affiliate that is involved. However, the effect of this duplica-
tion on the shares of total trade accounted for by MNC-associated trade is rela-
tively small; even if all MNC trade with others were accounted for by duplicated
transactions, the MNC-associated shares of total U.S. trade would differ from
those given in the text and in table 2 by only a few percentage points.

8. MNC-associated trade accounts for an even larger share of U.S. trade in
goods if trade involving U.S. businesses owned by foreign MNC’s is included. In
1997—the latest year for which data are available—U.S. affiliates of foreign
MNC’s accounted for 20 percent of U.S. exports of goods and for 30 percent of
U.S. imports of goods. However, as noted in footnote 9, these U.S.-affiliate
shares overlap the U.S.-MNC shares because some U.S. parents are also U.S.
affiliates of foreign companies. In 1998, trade of these U.S. parents accounted
for 17 percent of MNC-associated exports and for 31 percent of MNC-associ-
ated imports. (See the addenda to table 2.)

CHART 1

ports to the region; affiliates that produced or dis-
tributed durable goods accounted for most of the
decrease.

U.S.-MNC-associated imports of goods in-
creased $5 billion, to $356 billion. The increase
was more than accounted for by a $10 billion in-
crease in intra-MNC imports. The increase in in-
tra-MNC imports was concentrated in imports
from affiliates in Ireland, Eastern Europe, and
Thailand. The increase in imports from Ireland
was mainly in drug manufacturing. The increases
from Eastern Europe and Thailand were mainly in
computer and office equipment manufacturing.

U.S. Parents’ Operations

This section examines the changes in U.S.-parent
gross product by industry and the U.S.-parent
share of private U.S. GDP in 1989 and 1998.°

Changes in gross product

The gross product of all U.S. parents increased 2.2
percent in 1998, to $1,609 billion, compared with
an average annual increase of 5.3 percent in
1989-97 (table 3).

In 1998, U.S.-parent gross product increased
most rapidly in transportation equipment manu-
facturing (9.9 percent), in “other” industries (8.3
percent), in wholesale trade (8.2 percent), and in

9. A U.S. parent may be under the control of a foreign-parent company; in
1998, U.S. parents that were ultimately controlled by foreign parents accounted
for 9 percent of the gross product of all U.S. parents.

U.S. Trade in Goods Associated with U.S. Multinational Companies in 1998
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services (8.0 percent).!® U.S.-parent gross product
decreased substantially in the petroleum industry
(24.5 percent) and in electronics and industrial
machinery manufacturing (6.1 percent).

The increase in transportation equipment man-
ufacturing and the decrease in electronics manu-
facturing primarily reflected the reclassification of
some U.S.-parent companies from electronics to
transportation equipment.!! The increases in
“other” industries (mainly communication) and in
wholesale trade primarily reflected the entry of
U.S. companies that acquired or established their
first foreign affiliate in 1998. The increase in the
services industry was mainly in computer and data
processing services and reflected strong demand;
the increase also reflected the entry of new parent
companies.

The substantial decrease in the petroleum in-
dustry was concentrated among parents involved
in integrated petroleum refining and extraction; it
reflected weak demand and the fall in petroleum
prices. The decrease in industrial machinery man-

10. “Other” industries consists of agriculture, forestry, and fishing; mining;
construction; transportation; communication; electric, gas, and sanitary ser-
vices; and retail trade.

11. Each U.S. parent is classified in the industry that accounts for the largest
portion of its sales. Many U.S. parents are involved in a variety of business activ-
ities; changes in the mix of these activities can cause a parent’s industry classifi-
cation to change, but a parent is reclassified only if the change in the primary
activity from the prior year is significant or if the change has persisted for 2
years.

ufacturing partly reflected the industry reclassifi-
cation of U.S.-parent companies.

U.S.-parent shares of private GDP

U.S. parents accounted for 24 percent of the gross
product of all private U.S. businesses in 1998,
down slightly from 25 percent in 1989 and in 1997
(table 4).12 The decrease was more than accounted
for by U.S. parents in manufacturing.’ In that in-
dustry, the U.S.-parent share fell to 58 percent in
1998 from 60 percent in 1997 and from 62 percent
in 1989. The 1997-98 decrease mainly reflects the
concentration of U.S.-parent companies in petro-
leum manufacturing—the major manufacturing
industry in which current-dollar U.S. GDP had the
largest percentage decrease (down 5 percent) in

12. Generally, at the all-industries level, the estimates of U.S.-parent gross
product are conceptually consistent with the estimates of gross product for all
U.S. businesses in the national income and product accounts. However, for indi-
vidual industries, inconsistencies may result from differences in the basis for the
industrial distribution of the estimates. The industrial distributions of gross
product for all U.S. businesses are based on data collected from establishments,
which are classified by the principal product or service produced at each estab-
lishment, whereas the industrial distributions of U.S.-parent gross product are
based on data collected from enterprises (companies), which are classified by
the principal product or service produced by all of their establishments com-
bined. Because large companies usually have establishments that are classified in
several different industries, the distributions of data by industry of establish-
ment can differ significantly from those by industry of enterprise. In this article,
U.S.-parent gross product as a share of the gross product for all private U.S.
businesses is computed only at the highly aggregated level shown in table 4.

13. In table 4, unlike in other tables in this article, manufacturing includes
some petroleum-related industries in order to be consistent with all-U.S. data
on gross product originating by industry (see the note to table 4).

Table 3.—Gross Product of Nonbank U.S. Parents by Major Industry for 1989, 1997, and 1998

Millions of dollars Percent change at annual rates
1989 1997 1998 Change, 1997 | 1989-97 1997-98

All i 1,044,884 | 1,573,451 1,608,645 35,194 53 22

P 93,128 125,800 95,015 30,785 338 =245
Manufacturing 586,568 770,508 788,728 18,220 35 24
Food and kindred products 60,310 74,652 77,32 2,676 2.7 36
Chemicals and allied products 97,119 126,879 128,339 1,460 34 12
Primary and fabricated metals 37,556 1,950 43,693 1,743 14 42
Industrial machinery and equipment 70,887 93,786 89,822 -3,964 38 —42
Electronic and other electric equipment 56,139 97,774 91,818 5,956 72 6.1
Transportation equipment 121,141 165,702 182,179 16477 40 99
Other facturing 143417 169,766 175,549 5,783 2.1 34
Whol trade 22,587 50,384 54,519 4,135 10.5 82
Finance (except depository institutions), insurance, and real estate ... 50,535 83,867 82,725 ~1,142 65 ~14
Services 57,090 128,859 139,111 10,252 10.7 8.0
Other industries 284,975 414,033 448547 34,514 73 83

Table 4—Gross Product of Nonbank U.S. Parents and Gross Product of All Nonbank U.S. Private
Businesses by Major Industry for 1989, 1997, and 1998
Millions of dolars Percent
1989 1997 1998 U.S.-parent share of gross product of
a P G ~doct of o G e all private U.S. businesses
Gross product of '°s‘°‘r-“g?g'h°ts° &1 Gross product of | 1O5EP10C UUCtSo @l Gross product of rossri\%te ‘bds°
U.S. parents Iapusinessés i U.S. parents l’)Jusinessés f U.S. parents l?usinesses' 1989 1997 1998

All industries . 1,044,884 4,101,607 1,573,451 6,302,747 1,608,645 6,671,592 25 25 24
Manufacturing . 671,911 1,080,915 879,365 1,458,986 866,861 1,498,129 62 60 58
Services .......... 57,524 962,528 132,619 1,672,366 143,581 1,818,929 6 8 8
Al other industri 315,449 2,058,164 561,467 3,171,395 598,203 3,354,534 15 18 18
1. For improved comparability with U.S.-parent gross product, gross product of all private U.S.  Thus, ing includes p and coal products manufacturing; “all other industries”

businesses was adjusted to remove categories not applicable to nonbank U.S. parents—such as
gross product of depository institutions. In addition, housing product of owner-occupied farm hous-
ing {part of farm product) and nonfarm housing product (part of real estate product} were removed
because U.S. parents are not involved in these activities. Business transfer payments were also
removed because few U.S. parents are in industries that receive most of the business transfer
payments in the United States.

Note—in this table, petroleum is not shown as a separate major industry. Instead, in order
to be consistent with the all-U.S. data on gross product originating by industry, U.S.-parent gross
product in the various petroleum subindustries is distributed among the other major industries.
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includes petroleum wholesale trade, gasoline service stations, petroleum tanker operations, Bipe-
lines, and storage; and services includes oil and gas field services. A-significant portion of U.S.-
parent gross product in petroleum and coal products is accounted for%y integrated petroleum
companies that have, in addition to their i ivities, significant petroleum extraction
clivities; because the jon activities cannot be identified separately in the U.S;Parent data,
and to improve comparability between the estimates for U.S. parents and those for ail U.S. busi-
nesses, they are included in manufacturing. For consistency, gross product estimates for the “oil
and gas exiraction without refining” industry are also included in manufacturing rather than in “all
other industries,” which includes mining.
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1998. The decrease since 1989 reflects both the
concentration of U.S. parents in slower growing
industries, such as petroleum manufacturing, and
the reclassfication of some U.S. parents from man-
ufacturing to other industries.

However, the U.S.-parent share in manufactur-
ing was still higher (58 percent) than that in the
services industry (8 percent) or in all other indus-
tries (18 percent) in 1998. The high share in manu-
facturing partly reflects the firm-specific intangible
assets (such as patents or brand images) that allow
these firms to earn profits that are sufficient to
overcome the additional costs of producing in for-
eign markets. The low share in the services indus-
try partly reflects the impediments to investing in
some host countries; for example, U.S. direct in-
vestment in health care services, one of the largest
service industries in the United States, is con-
strained or precluded in countries where the gov-
ernment plays a prominent role in the delivery of
health care. In addition, some service industries
that are characterized by small-scale production
(such as dry cleaners and hair stylists) may lack the
financial resources and the firm-specific advan-
tages that often provide the basis for direct invest-
ment in other industries.

Operations of Majority-Owned
Foreign Affiliates

This section examines selected aspects of the oper-
ations of majority-owned foreign affiliates
(MOFA) of U.S. MNC’s: The 1997-98 change in
gross product, the country and industry distribu-

tions of newly acquired or established MOFAs,
the MOFA shares of host country GDP, and the
1997-98 changes in the real gross product of
MOFA’s in manufacturing.

Changes in gross product

The gross product of MOFA's decreased 1.9 per-
cent in 1998, to $510.7 billion, compared with an
average annual increase of 7.2 percent in 1989-97
(table 5). The gross product of MOFA’s in Europe
increased, but this increase was more than offset
by decreases in all the other geographic areas. The
decreases mainly reflected the aforementioned
changes in host-country economic conditions, in
the exchange value of the U.S. dollar, and in petro-
leum prices.

In percentage terms, the gross product of
MOFA's in Africa decreased the most, 21 percent,
but the gross product of MOFA’s in Asia and Pa-
cific decreased 13 percent and that of MOFA’s in
the Middle East, 12 percent. The decreases in Af-
rica and the Middle East were concentrated in the
petroleum-extraction industry and reflected the
drop in crude oil prices. In Asia and Pacific, the
decreases were widespread by country and by in-
dustry and reflected either economic recession or
weak economic growth in most host countries.

In Europe, MOFA gross product increased 2.0
percent; the increases were largest in Ireland, the
United Kingdom, Switzerland, and the Nether-
lands. In Ireland, the increase was mainly in the
drug industry and partly reflected the introduction
of new pharmaceutical products by existing affili-
ates; the increase also reflected the acquisition or

Table 5—Gross Product of Nonbank Majority-Owned Foreign Affiliates, by Major Area
and Industry of Affiliate, 1989, 1997, and 1998

Millions of doliars Percent change at annual
o
198 1997 1988 1989-97 | 1997-98
All areas, all industries 319,994 520,867 510,735 -10,132 7.2 -1.9
By major area
Canada 52,114 56,454 54,739 -1.715 1.2 =30
Europe . 179,758 297 441 303,505 6,064 75 20
Latin America and Other Western Hemisphere 29,601 61,702 61,336 -366 111 06
Africa 5299 8,530 6,752 -1,778 70 -208
Middle East 4,89 4,294 3,764 -530 -1.8 -123
Asia and Pacific 46,875 90,924 79,129 11,795 99 -13.0
International * 1,457 1522 1,510 ~12 0.6 ~08
By major industry

Petrol 77,195 111,838 89,484 22,354 54 =200
Manufacturin% 172,008 254,623 251,442 3,181 58 —-1.2
Food and kindred products 13,643 25,640 26,570 930 94 36
Chemicals and allied products 32,059 52,695 65,040 2,345 74 45
Primary and fabricated metais 7623 10,619 10,729 110 49 1.0
Industrial machinery and equipment 30,430 36,088 34,758 -1,330 25 37
Electronic and other electric equipment 12,646 25,714 22,774 2,940 10.7 -114
Transportation equipment 33,764 44,558 41,618 2,940 4.0 -6.6
Other facturing 41,843 59,308 59,952 644 5.1 1.1
Wholesale trade 37,947 65,909 59,109 3,200 57 57
Finance {except depository institutions), insurance and real estate 3,439 22,534 22912 378} 308 1.7
Services 14,612 47,050 52,509 5459 182 116
Other industri 14,793 28913 35,279 6,366 10.1 220

1. Consists of affiiates that have operations spanning more than one country and that are en-

gaged in petroleum shipping, other water transportation, or offshore oil and gas drilling.
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establishment of new affiliates. In the United King-
dom, the increases were widespread by industry
and partly reflected increased economic growth in
goods-producing industries (as measured by host-
country industrial production) and the acquisition
or establishment of new affiliates in various indus-
tries. In Switzerland and the Netherlands, the in-
creases were concentrated in wholesale trade and
reflected increased sales to customers throughout
Europe.

By industry, the decreases in MOFA gross prod-
uct were largest in the petroleum industry and in
electronics manufacturing. The decrease in the pe-
troleum industry mainly reflected falling petro-
leum prices and depressed demand for petroleum
products (especially in Asia), and the decrease in
electronics manufacturing primarily reflected
weak economic conditions and financial-market
instability’ in Asia and Latin America. These de-
creases were partly offset by increases in “other”
industries’ (mainly communication and retail
trade) and services.

Newly acquired or established MOFA’s.—De-
spite the weakness in ongoing MOFA operations,
U.S. parents continued to acquire or establish new

MOFA’s at a rapid pace. In 1998, the gross product
of newly acquired or established MOFA’s was $7.3
billion, down from $7.8 billion in 1997, but up sig-
nificantly from $5.0 billion in 1996 and $4.8 bil-
lion in 1995 (tables 6 and 7). The rapid increases in
new investments partly reflected opportunities
created by the deregulation and privatization of
some industries in host countries and the avail-
ability of funds for investment as a result of rising
equity markets and strong economic growth in the
United States.

In 1998, new MOFA’s continued to be acquired
or established primarily in high-wage countries.!
These MOFA’s accounted for 84 percent of the
gross product of all new MOFA’s. This tendency
suggests that U.S. direct investment abroad is more
attracted by access to large and prosperous mar-
kets than by access to low-wage labor. Among the
high-wage countries, the United Kingdom ac-
counted for the largest share (44 percent) of the

14. The distinction between “high-wage” countries and “low-wage” countries
is based on the estimates of average hourly wages of production workers of
MOFA's in manufacturing; the estimates were derived from data collected in the
1994 benchmark survey of U.S. direct investment abroad, and the analysis is
restricted to host countries in which employment by manufacturing MOFA's
totaled at least 10,000 employees in 1994.

Table 6—Newly Acquired or Established Nonbank MOFA’s by Major Area and Industry of Affiliate, 1998

Number of newly acquired or established Millions of dollars
affiliates 5 Thouslands of
1055 employees
Tolal | Acquired | Establisned | Tt assets | Sales | poiy
All areas, all industries ann 276 201 144,364 28,849 7,258 199.7
By major area
Canada 38 23 15 8,839 2,285 573 9.3
Euro’pe y 263 185 98 92,148 17,860 5,245 103.1
of which:
France 27 18 9 4,498 1,085 7 73
Germany 36 26 10 5,114 2,395 599 214
Netherlands 36 15 21 15,288 927 -18 36
United Kingdom 84 56 28 50,990 9,321 3,196 520
Latir; A;'nig;lica and Other Western Hemisphere 78 44 34 20,752 473t 890 62.3
of wi N
Brazil 22 15 7 13,283 4,072 1,129 524
Mexico 14 [ 849 276 25 6.7
Africa 7 1 6 215 206 26 1.0
Middie East 6 1 H 381 33 8 04
Asia and Pacific 85 42 43 22,028 3734 517 238
of which:
Australia 17 ] 8 2,572 447 88 41
Japan 19 14 5 13,089 803 205 74
International ! 0 0 0 0 0 0 0.0
AddendaZ:
High-wage country sample 309 193 118 111,722 20,791 6,102 1199
Low-wage couniry sample 109 51 58 23,018 7,193 1,206 724
Non-sample countries 59 32 27 9,624 865 -50 74
By major industry
Petroleum 21 15 [ 8,607 722 2.0
Manu!acturin?( 175 125 50 23,388 11,255 314 91.4
Food and kindred products 5 2 4,097 1,183 184
Chemicals and allied products 30 19 " 2,770 1,452 331 6.4
Primary and fabricated metals 21 17 4 3,834 1,807 765 73
Industrial machinery and equip 22 13 ] 3,033 1578 273 12.9
Electronic and other electric equip 27 2 5 1,687 1,482 88
Transportation equip 18 15 3 1,570 1,610 457 10.5
Other manufacturing .. 50 34 18 6,398 2,143 413 271
Wholesale trade 34 24 10 1,801 3,768 429 8.7
Finance (except depository institutions), insurance, and real estate 149 48 101 68,499 2,083 22 74
Services 39 15 11,694 2,578 761 454
Other ind 44 25 19 30,375 8,444 2,266 469
MOFA Majority-owned foreign affiliate 1994,

1. See footnote 1 to table 5.

2. The distinction between “high-wage” countries and “low-wage” countries is based on esti-
mates of average hourly wages of production workers of MOFA's in manufacturing; the estimates
were derived from data collected in the 1994 benchmark survey of U.S. direct investment abroad.

NOTE—The data in this table cover only newly acquired or established MOFA's. They exclude
data for businesses that were acquired or established durirg the year and were consolidated into
existing foreign affiliates. They also exclude data for MOFA's that were exempt from reporting
on the 1998 Annual Survey of U.S, Direct Investment Abroad, namely, those whose assets, sales,
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To ensure the significance of the data underlying this distinction, the analysis is festricted to host

i I ilion i f .
countries in which employment by manufacturing MOFA's totaled at least 10,000 employees in and et income were all below $20 milion in absolute value

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



34 o July 2000

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

SURVEY OF CURRENT BUSINESS

gross product of all new MOFAs. The United
Kingdom is a favored location for MOFA opera-
tions partly because of its language and its cultural
similarities with the United States, its relatively low
level of market regulation (compared with most
other countries in the region), and its duty-free ac-
cess to customers in other member countries of
the European Union.

New investments have been concentrated in
high-wage countries, but low-wage countries have
been attracting a rising proportion of these invest-
ments. Their share of the gross product of all new
MOFA’s grew from 4 percent in 1995 to 17 percent
in 1998. Among these countries, Brazil accounted
for the largest share (16 percent) of the gross prod-
uct of all new MOFA’s in 1998; although its econ-
omy was in recession, Brazil remained a favored
location for MOFA operations, partly because its
economy is by far the largest in Latin America.

Manufacturing continued to be the largest in-
dustry for new investments. In 1998, it accounted

Table 7—Gross Product of Newly Acquired or Established
Nonbank MOFA’s by Major Area and Industry
of Affiliate, 199598

1995 | 1996 | 1997 | 1998
All areas, all INAUSEIES ... | 781 4979 7,822 7,258
By major area
Canada 630 32 391 573
Europe 3856) 3371| 6,053] 5245
of which: 3
France 488 378 483 327
Germany 261 771| 1,145( 599
Netherlands 233 217 308] 16
United Kingdom 550 9271 2995) 3,196
Latil} Arf;{:zica and Other Westemn Hemisphere ..., 157 275 474 8%0
of which:
Brazil 121 188 182 1,129
Mexico 18 45 =13 25
Africa '~105 161 202 26
Middle East 0 5 19 8
Asia and Pacific 240 675 685 817
of which:
Australia 89 226 144 88
Japan 10| 2n 12| 205
International ! 3 11 0
AddendaZ:
High-wage country sample ...... 45341 3,842| 6490| 6,102
Low-wage country sample 168 379 950| 1,206
Non-sample j 79 758) 382 -850
By major industry
114 596 332 54
Manutacturi 2,563| 4,080 3,134
Food and kindred products 149 1881 552
Chemicals and alfied products 931 573 331
Primary and fabricated metals 158 286 765
Industrial machinery and equipment . 380 359 763 213
Electronic and other electric equipmel 151 55 157 A3
Transportation equipment ............. 344 141 12891 457
Other facturing 370 770 805| 413
Wholesale trade 201 478 738 429
Finance (except depository institutions), insurance, and
real estate 38 73 284 722
Services 333 879 899 761
Other industries 948 3%0] 15081 2,266

MOFA Majority-owned foreign affiliate

1. See footriote 1 to table 5.

2. The distinction between “high-wage” countries and “low-wage” countries is based on esti-
mates of avera?e hourly wages of uction workers of MOFA's in manufacturing; the estimates
were derived from data coliected in the 1994 benchmark survey of U.S. direct investment
abroad. To ensure the significance of the data underlying this distinction, the analysis is re-
stricted to host countries in which employment by manufacturing MOFA's totalled at least 10,000
employees in 1994.

NoTE~—The data in this table cover only newly acquired or established MOFA's. They exclude
data for businesses that were acquired or established during the year and were consolidated
into existing foreign affiliates. They also exclude data for MOFA's that were exempt from report-
ing on the 1998 Annual Survey of U.S. Direct Investment Abroad, namely, those whose assets,
sales, and net income were ali below $20 million in absolute value.

for 43 percent of the gross product of all new
MOFA'.

MOFEA share of host-country GDP

In 1998, the share of host-country gross domestic
product (GDP) accounted for by the gross product
of MOFA’s ranged from 16.1 percent in Ireland to
0.1 percent in India (table 8). The wide range in
the MOFA shares reflected differences in the at-
tractiveness, and in the openness to foreign direct
investment, of host economies.

Since 1989, the MOFA share in Ireland has been
the largest and the fastest growing (up 3.7 percent-
age points) of the selected host countries shown in
table 8. About two-thirds of the increase was ac-
counted for by affiliates in manufacturing (partic-
ularly drug manufacturing). A variety of factors
attracted manufacturing affiliates, including lan-

Table 8—Gross Product of MOFA's as a Percentage of GDP
of Selected Host Countries, 1989, 1997, and 1998

1989 | 1997

g

Ireland
Gmmn
Canada
United Kingdom
Honduras
New Zealand
Belgium
Netherlands
Australia
Hong Kong
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Indonesia

Norway
Chile
Mexico
Philippines
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Brazil
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France
Thailand
Argentina
Sweden
Costa Rica
Portugal
Italy
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nfand
Guatemala
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Denmark
Peru
Ecuador
South Africa
Israel

Turkey
Greece
Egypt

Japan
Korea, Republic of

China
India

P o
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Llx

* Less than 0.05 percent.

1. A share could not be calculated for this country for 1989, because the dollar-denominated
estimate of host-country GDP was incompatible with the dolfar-denominated estimate of MOFA
gross product. Because the economy of the host country was experiencing hyperinflation in
1989, most MOFA's operating there translated their financial statements from host-country cur-
rency to dollars daily, in accordance with U.S. generally accepted accounting principles. These
daily translations, which are used to derive the dollar-denominated estimate of MOFA gross
product, are not comparable to the annual average exchange rate that is used to derive the
dollar-denominated estimate of host-country GDP.

2. On October 3, 1990, the former German Democratic Republic became of the Federal Re-

ublic of Germany (FRG). Accordingly, the 1989 data shown in this table pertain to the FRG
fore unification and the post-1990 data pertain to the FRG after unification.

NoTE—The countries are sorted in descending order of their 1998 values. Where two coun-
tries have the same 1998 value in the table, they were sorted using unrounded values. Host-
country GDP data for all countries except HongdKong are from the International Monetw Fund,
Intemational Financial Statistics, April 2000 Edition (Washington, DC: international Monetary
Fund, 2000). Data for Hong Kong are from the Web site for the Census and Statistics Depart-
ment of the Hong Kong Special Administrative Region.

GDP Gross domestic product

MOFA Majority-owned foreign affiliate
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guage and cultural similarities with the United
States, an educated workforce, wages and corpo-
rate income taxes that are relatively low for the re-
gion, and duty-free access to other markets in the
European Union.

Real gross product of MOFA’s in manufacturing

Estimates of real gross product of MOFA's are pre-
pared because changes in the current-dollar mea-
sures of MOFA operations can be strongly
influenced by changes in prices and exchange
rates.’® These estimates of real gross product pro-
vide more meaningful comparisons across coun-
tries because they are based on purchasing-power-
parity exchange rates rather than on market ex-
change rates, and they provide more meaningful
comparisons across time because they are in
chained (1993) dollars.!¢

15. For a summary of the methodology used to derive the real gross product
estimates and for the estimates of real gross product for 1982-93, see Raymond
J. Mataloni, Jr., “Real Gross Product of U.S. Companies’ Majority-Owned For-
eign Affiliates in Manufacturing,” Survey 77 (April 1997): 8-17.

The real gross product of MOFA’s in manufac-
turing grew slower in 1998 (1.4 percent) than in
1997 (7.3 percent) and in 1989-~95 percent) (table
9).17 The slower growth was more than accounted
for by Asian and Latin American affiliates and re-
flected unfavorable economic conditions, includ-
ing the Asian financial crisis and the economic
recession in Brazil.

In contrast, in the 19 member countries of the
Organisation for Economic Co-Operation and De-
velopment (OECD) shown in table 9, the real gross
product of manufacturing MOFA’s grew faster in
1998 (3.6 percent) than in 1989-97 (1.6 percent).!®
The rapid growth mirrored the growth in total

16, The 1993 (reference year) estimates of real gross product are based on
purchasing-power-parity (PPP) exchange rates for 1993, the latest year for
which PPP exchange rates were available on a timely basis and in enough detail
to compute the real gross product estimates. In early 2000, the Organisation for
Economic Co-Operation and Development released detailed PPP exchange
rates for 1996, and these 1996 rates will be incorporated next year into the real
gross product estimates for MOFA’s.

17. Real gross product grew 1.4 percent in 1998, while the current-dollar gross
product decreased 1.2 percent. The decrease in the current-dollar gross product
reflected the dampening effect of the appreciation of the U.S. dollar.
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Table 9.—Current-Dollar and Real Gross Product of Majority-Owned Foreign Affiliates in Manufacturing, by Country, 1989 and 1994-98

Billions of current dollars Percent change, at annual rates
1989 1994 1995 19% 1997 1908 | Change 1997 | 498997 1997-98

All 1720 205.2 2389 2504 2546 2514 -3.2 5.0 -1.2
19 OECD countries 1414 159.3 185.0 1898 1859 1855 -4 35 -2
Austrafia 69 58 59 68 74 6.7 -8 9 -84
Austria ... 7 13 1.2 15 14 1.6 2 93 139
Belgium 5.0 6.8 83 75 72 74 2 48 24
Canada 289 25.3 26.9 259 279 275 -4 -4 ~1.5
Denmark 4 K] 7 7 7 8 A 92 139
Finfand B 3 4 7 9 1.0 Al 371 122
France 118 16.5 18.9 207 200 19.3 -7 6.8 -36
Germany ! 258 36.7 41.0 404 394 387 -7 54 ~1.7
Greece 2 3 4 4 4 4 (2 9.1 (2

Ireland 35 438 6.9 70 92 95 . 128 3.
ltaly 78 83 88 9.1 94 85 -9 25 ~94
Japan 7.7 109 126 133 86 75 -10 14 -11.9
Luxembourg 5 7 8 6 8 8 ) 23 ")
Nethertand 78 72 9.0 88 94 9.6 2 24 1.9
New Zealand 3 4 4 15 19 1.7 -2 25.8 80
Norway A 4 3 5 4 4 ") 17.7 {*)
in 57 55 6.4 6.1 6.7 74 8 1.9 1.6
Sweden 1.0 8 2.7 24 22 22 ) 99 ()
United Kingdom 274 26.7 38 35.7 323 46 22 21 6.9
Al other } 306 459 53.9 60.5 687 65.9 -28 108 4.1

Billions of chained {1993) dollars

All countries 160.1 1714 185.7 1971 2114 2144 30 35 14
19 OECD countries 126.1 1258 131.9 136.9 143.0 1482 52 16 36
Austraiia 65 52 5.1 55 6.2 6.7 5 -8 74
Austria 8 9 7 10 10 1.2 1 78 147
Belgium 4.7 53 5.4 52 5.7 6.0 3 24 46
Canada 274 25.0 25.3 239 257 267 10 -8 38
Denmark 3 3 4 4 4 5 a1 57 144
Finland ) 2 3 5 8 8 Bl 383 183
France 95 1.6 1.8 134 145 14.3 -3 55 -1.9
Germany ! 233 262 25:3 26.0 290 292 A 28 5
Greece 3 3 3 4 4 4 ") 40 ('&

Ireland 34 42 5.6 57 8.0 87 7 111 9.
Italy 6.7 72 70 6.9 17 74 -8 19 -1.8
Japan 50 54 5.7 1 5.0 48 -2 () =35
Luxembourg 4 5 5 5 5 5 ) 16 (2

Netherland: 65 55 59 6.0 71 75 4 1.1 5.
New Zealand 3 4 4 13 17 19 2 234 127
Norway 1 2 2 3 3 3 ) 15.7 )
Spain 5.0 47 48 46 57 65 8 18 14.5
Sweden 7 5 1.7 14 14 1.5 A1 88 42
United Kingdom 25.8 224 258 27.3 234 24.7 13 -1.2 58
All other j 339 456 53.9 60.0 69.1 66.6 25 93 -36

Residual -3 -5 -3 *) 2.1 -14

* Less than $50 million or 0.5 percent.
1. See footnote 2 to table 8.

Note—Chained (1993) dollar series were derived
current-doliar value of the corresponding series by a Fisher quanti

extrapolating the base-year {1993) PPP-exchange-rate-based
index. Because the formula for the Fisher quan-
tity indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not addi-

tive. The residual line is the difference between the total line and the sum of the most detailed lines.

For a summary of the methodology used to derive the chained-dollar estimates
93 estimates, see "Rea! Gross Product of U.S. Companies’ Majority-Owned Foreign
VEY OF CURRENT. BUSINESS 77 (April 1997): 8-17.

OECD Organisation for Economic Co-Operation and Development

, and for the 1982-88 and 1980-

Affiliates in Manufacturing,” SUR-
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host-country output; in 1998, industrial produc-
tion in these countries grew 3.5 percent, compared
with 1.7 percent in 1989-97 (chart 2)."°

The real gross product of MOFA’s in manufac-
turing increased $3.0 billion in 1998. This increase
was concentrated in the United Kingdom (up $1.3
billion), Canada (up $1.0 billion), Spain (up $0.8
billion), and Ireland (up $0.7 billion). The increase
in the United Kingdom was widespread by indus-
try and reflected increases both in total manufac-
turing output in the United Kingdom and in the
acquisition and establishment of new affiliates.
The increases in Canada and Ireland were concen-
trated in the chemicals industry and mainly re-
flected the introduction of new pharmaceutical
products. The increase in Spain was concentrated
in the primary and fabricated metals industry and
mainly reflected the acquisition and establishment
of new affiliates.

18. The estimates of the real gross product of MOFA's in manufacturing in
individual countries are restricted to these OECD member countries because of
source data limitations.

19. The changes in the estimates of the real gross product of manufacturing
MOFA’s tend to be more volatile than the changes in host-country industrial
production, mainly because the changes in the real gross product of MOFA's are
much more sensitive to the entry and exit of firms and because manufacturing
MOFA's tend to be more heavily concentrated in cyclical industries (such as dur-
able-goods manufacturing). These changes were especially volatile in 1989-94,
primarily reflecting the economic recession and recovery in Europe.

CHART 2

Real Gross Product of MOFA's ‘in ;
Manufacturing and Industrial Production
in 19 OECD Countries, 1982-98

Index (1993=100)
1386 i 1

1301
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Real gross product of MOFA's .
1

118
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*Host-country industrial production
90

85

80
1982 84 86 88 90 92 - 94

MOFA Majority-owned foreign affiliate

OECD Organisation for Economic Co-Operation and Development

NOTE~The 19 .0ECD: countries covered in this chart are Australia; Austria,
Belgium; Canatfa, Denmark; Finland, France; Germany, Greecs, Irel