
DEFINITIONS OF MAJOR AGGREGATES
AND COMPONENTS OF THE NATIONAL

INCOME AND PRODUCT ACCOUNTS

I HE FOLLOWING definitions of the major in-
come and product aggregates and their compo-
nents are intended to give concise descriptions
of the coverage of the various series and to call
attention to important aspects of the series which
are not readily apparent from their titles. The
definitions of the major aggregates should be
considered in conjunction with the definitions of
their components.

Major Income and Product Aggregates

Gross national product (table 1.1) is the market
value of the output of goods and services pro-
duced by the Nation's economy, before deduc-
tion of depreciation charges and other allowances
for business and institutional consumption of dur-
able capital goods. Other business products used
up by business in the accounting period are
excluded. The Nation's economy in this context
refers to the labor and property supplied by resi-
dents of the Nation. Gross national product com-
prises the purchases of goods and services by
consumers and government, gross private do-
mestic investment (including the change in busi-
ness inventories), and net exports (exports less
imports).

Net national product (table 1.9) is gross national
product less depreciation charges and other allow-
ances for consumption of durable capital goods.
It is the market value of the net output of goods
and services produced by the Nation's economy.
All business products used up by business in the
accounting period are excluded. The Nation's
economy in this context refers to the labor and
property supplied by residents of the Nation.
Net national product comprises the purchases of
goods and services by consumers and govern-
ment, net private domestic investment (including
the change in business inventories), and net ex-
ports.

National income (table 1.10) is the aggregate
earnings of labor and property which arise in the
current production of goods and services by the
Nation's economy. Thus it measures the total fac-
tor costs of the goods and services produced by
the economy. The Nation's economy in this con-
text refers to the labor and property supplied by
residents of the Nation. Earnings are recorded in
the forms in which they accrue to residents of
the Nation, inclusive of taxes on those earnings.
As such, they consist of the compensation of
employees, the profits of corporate and unin-
corporated enterprises, net interest, and the rental
income flowing to persons.

Personal income (table 2.1) is the current in-
come received by persons from all sources, in-
clusive of transfers from government and business
but exclusive of transfers among persons. Not
only individuals (including owners of unincor-
porated enterprises), but nonprofit institutions,
private trust funds, and private health and welfare
funds are classified as "persons." Personal in-
come is measured on a before-tax basis, as the
sum of wage and salary disbursements, other
labor income, proprietors' and rental income, in-
terest and dividends, and transfer payments, minus
personal contributions for social insurance.

Disposable personal income (table 2.1) is the
income remaining to persons after deduction of
personal tax and nontax payments to general gov-
ernment. It is the income of persons available
for spending or saving.

Components of Gross National Product (table 1.1)

Personal consumption expenditures consists of
the market value of purchases of goods and serv-
ices by persons and nonprofit institutions and the
value of food, clothing, housing, and financial
services received by them as income in kind. It
includes the rental value of owner-occupied
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houses but does not include purchases of dwell-
ings, which are classified as capital goods.

Gross private domestic investment consists of
the net acquisitions of fixed capital goods by
private business and nonprofit institutions; in-
cluding commissions arising in the sale and pur-
chase of new and existing fixed assets, principally
real estate; and the value of the change in the
volume of inventories held by business. It covers
all private dwellings including those acquired by
persons for their own occupancy.

Net exports of goods and services measures the
balance on goods and services, excluding trans-
fers under military grants, as reported in the U.S.
balance of payments statistics. Exports of goods
and services are included in the gross national
product because they are produced by the Na-
tion's economy. Since imports of foreign goods
and services are included in the purchases of the
various market groups (consumers, government,
etc.) distinguished in the GNP breakdown, they
must be deducted from the sum of these pur-
chases to derive a measure of output attributable
to the Nation's economy.

Government purchases of goods and services
consists of the net purchases of goods and serv-
ices by general government and of the gross in-
vestment of government enterprises. General gov-
ernment purchases comprises employee compen-
sation and net purchases from business and from
abroad. They exclude the acquisition of land, cur-
rent outlays of government enterprises, transfer
payments, government interest, and subsidies, as
well as transactions in financial claims.

Components of National Income (table 1.10)

Compensation of employees is the income ac-
cruing to persons in an employee status as re-
muneration for their work. It is the sum of wages
and salaries and supplements to wages and
salaries.

Wages and salaries consists of the monetary
remuneration of employees, inclusive of execu-
tives' compensation, commissions, tips, and
bonuses, and of payments in kind which represent
income to the recipients.

Supplements to wages and salaries consists of
employer contributions for social insurance and of
other labor income. Employer contributions for
social insurance comprises employer payments

under the social security, Federal and State
unemployment insurance, railroad retirement and
unemployment insurance, government retirement
and a few other minor social insurance programs.
Other labor income comprises employer contribu-
tions to private pension, health, unemployment,
and welfare funds; compensation for injuries;
directors' fees; pay of the military reserve; and
a few other minor items.

Proprietors' income measures the monetary
earnings and income in kind of sole proprietor-
ships, partnerships, and producers' cooperatives
from their current business operations—other than
the supplementary income of individuals derived
from renting property. It includes the inventory
valuation adjustment described below and the
other adjustments to taxable income described
under corporate profits.

Rental income of persons consists of the mone-
tary earnings of persons from the rental of real
property, except the earnings of persons primarily
engaged in the real estate business; the imputed
net rental returns to owner-occupants of nonfarm
dwellings; and the royalties received by persons
from patents, copyrights, and rights to natural re-
sources.

Corporate profits (before tax) and inventory
valuation adjustment is the earnings of corpora-
tions organized for profit which accrue to resi-
dents of the Nation, measured before Federal and
State profits taxes, without deduction of depletion
charges, exclusive of capital gains and losses and
intercorporate dividends, and including inventory
valuation adjustment. It includes the profits of
stock life insurance companies and of mutual
financial institutions. Bad debt expenses are
measured by actual losses, not additions to re-
serves; and the profit or loss of bankrupt firms
includes the gain from unsatisfied debt. Corporate
profits includes net receipts of dividends and
branch profits from abroad, as reflected in the
balance of payments statistics, in addition to
profits earned in domestic operations. In other
major respects, the definition of profits is in ac-
cordance with Federal income tax regulations.

Corporate profits tax liability comprises Federal
and State taxes levied on corporate earnings.

Dividends measures cash dividend disburse-
ments by corporations organized for profit to
stockholders who are U.S. persons.
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Undistributed profits is corporate profits before
tax less corporate profits tax liability less divi-
dends. As such, it equals the change in corporate
net worth stemming from current operations. It
may also be viewed as purchases of physical
assets plus net acquisition of financial assets less
capita! consumption allowances, borrowing, and
new stock issues.

Net interest measures the excess of interest
payments of the domestic business system over
its interest receipts, plus net interest received from
abroad. Interest paid by consumers and by gov-
ernment, including government enterprises, are
not added into this computation because they are
not treated as factor costs of production. In con-
sequence, the net interest component of national
income falls short of total interest accruing to per-
sons from the business system and from abroad
by the amount of consumer and government in-
terest received by business. In addition to mone-
tary interest flows, net interest includes imputed
interest arising in connection with the operations
of financial intermediaries. A portion of imputed
interest is equal to the value of financial services
received by persons without explicit payment; the
remainder represents property income received by
life insurance companies and noninsured pension
funds less profits of life insurance companies.

Inventory valuation adjustment measures the
excess of the change in the physical volume of
nonfarm business inventories, valued at average
prices during the period, over the change in the
book value of nonfarm inventories. This adjust-
ment is made to corporate and unincorporated
business profits to remove the inventory profit or
loss that occurs in business accounting when the
book cost of goods removed from inventories
differs from the current replacement cost. Valua-
tion in current prices of the costs of inventories
used up puts sales and costs on a consistent
basis, and is necessary to derive measures of
national output in current prices. No valuation
adjustment is made for farm inventories and farm
income, which are calculated at average prices
during the period.

Components of Personal Income (table 2.1)

Components of personal income not shown be-
low have been defined as components of national
income.

Wage and salary disbursements is equal to
wages and salaries, as defined under national in-
come, except that retroactive wages are counted
when paid rather than earned.

Personal interest income measures total interest
(monetary and imputed, private and government)
accruing to U.S. persons. It is calculated as the
sum of the net interest component of national
income, total interest paid by consumers, and net
interest paid by government including government
enterprises. This yields the correct amount of in-
terest accruing to persons because interest paid
by government and consumers to business has
entered negatively in the computation of national
income net interest. The imputed interest compo-
nent of personal interest income is the same as
in national income.

Transfer payments to persons consists of income
received by persons, generally in monetary form,
for which no services are rendered currently. It
is composed of government transfer payments
and business transfer payments. Government
transfer payments consist of payments under the
social security (including medicare), State unem-
ployment insurance, railroad retirement and un-
employment insurance, and government retirement
programs, veterans' benefits (including veterans'
life insurance proceeds), direct relief, payments to
nonprofit institutions other than for work done
under research and development contracts, and
a few other minor items. Business transfer pay-
ments comprise corporate gifts to nonprofit insti-
tutions, consumer bad debts, and a few other
minor payments.

Personal contributions for social insurance con-
sists of payments by employees, self-employed,
and by persons participating in the medicare pro-
grams. The programs included are identical to
those listed under the employer contributions for
social insurance component of supplements to
wages and salaries.

Other Components of Summary National Income
and Product Accounts

Capital consumption allowances (table 1.9) con-
sists of depreciation charges and accidental dam-
age to fixed capital. Depreciation is the charges
made by private business for the current consump-
tion of durable capital goods and comparable
allowances for nonprofit institutions. It also in-
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eludes depreciation charges for owner-occupied
houses. Depreciation reported by business is not
adjusted for changes in the replacement value
of capital goods, except for farm enterprises. For
corporations and nonfarm unincorporated enter-
prises, the definition of depreciation is the same
as in Federal income tax regulations.

Indirect business tax and nontax liability (table
1.9) consists of tax liabilities and other general
government revenues paid by business, except
employer contributions for social insurance and
corporate income taxes. It includes sales, excise,
and property taxes. It also includes payments akin
to taxes such as regulatory and inspection fees,
fines and penalties, rents and royalties, and dona-
tions. It excludes government receipts from the
sale of commodities and services to business
which are similar to the ordinary purchases of
intermediate products by business. Receipts from
such sales are netted out of government pur-
chases.

Statistical discrepancy (table 1.9) is the excess
of the value of the estimated gross national prod-
uct computed by adding the expenditure com-
ponents over its independently estimated value
computed by adding national income, capital con-
sumption allowances, indirect business tax and
nontax liability, business transfer payments, and
current surplus of government enterprises less
subsidies.

Subsidies less current surplus of government
enterprises (table 1.9): Subsidies are the mone-
tary grants provided by government to private
business. The current surplus of government en-
terprises represents the excess of sales receipts
over current operating costs of government enter-
prises. In the calculation of the current surplus,
no deduction is made for depreciation charges,
and interest is not included in either receipts or
costs.

Wage accruals less disbursements (table 1.9)
equals the excess of business liabilities over dis-
bursements due to retroactive wage settlements.

Personal tax and nontax payments (table 2.1)
consists of the taxes (other than contributions for
social insurance) and nontax payments to general
government by individuals that are not deductible
as expenses of business operations. The principal
taxes are income taxes, personal property taxes,
and inheritance taxes. Nontaxes include passport

fees, fines, donations, penalties, and tuition fees
and hospital fees paid to schools and hospitals
operated by State and local governments. Tax re-
funds are deducted from payments as of the
time of refund.

Personal outlays (table 2.1) is the sum of per-
sonal consumption expenditures, interest paid by
consumers, and personal transfer payments to
foreigners. The latter consists of personal remit-
tances in kind and in cash to abroad, net of such
remittances from abroad.

Personal saving (table 2.1) is the excess of per-
sonal income over the sum of personal outlays
and personal tax and nontax payments. It consists
of the current saving of individuals (including
owners of unincorporated businesses), nonprofit
institutions, and private health, welfare, and trust
funds. Personal saving equals the change in the
net worth of persons which may be further viewed
as the acquisition of financial claims (such as
cash and deposits, securities, and reserves of life
insurance companies and noninsured pension
funds) less the net increase in indebtedness, plus
the acquisition of physical assets net of capital
consumption allowances.

Government transfer payments to foreigners
(table 3.1) consists of U.S. Government nonmilitary
grants to foreign governments in cash and in
kind, and of U.S. Government pensions and other
transfers, as measured in the balance of payments
statistics.

Government surplus or deficit(—) (tables 3.1 and
3.3) is the excess of government receipts over
government expenditures as defined in the na-
tional income and product accounts. As such, it
equals the acquisition of financial assets less bor-
rowing by general government and government
enterprises. It also includes net government pur-
chases of land. Net acquisitions of reproducible
assets are excluded here because they are in-
cluded in government purchases of goods and
services.

Net foreign investment (table 4.1) is numerically
equal to the balance on goods, services, and
unilateral transfers as measured in the balance
of payments statistics. As such, it is equal to the
acquisition of foreign assets by U.S. residents less
the acquisition of U.S. assets by foreign residents.
It also includes the "errors and omissions" item
in the balance of payments statistics.
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