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ECONOMIC REPORT
OF THE PRESIDENT



ECONOMIC REPORT OF THE PRESIDENT

10 the Congress of the United States:

The United States economy continues to demonstrate remarkable
resilience, flexibility, and growth. Having previously endured a stock market
collapse, recession, terrorist attacks, and corporate scandals, this year the
economy showed strong growth and robust job creation in the face of higher
energy prices and devastating natural disasters. This is the result of the hard
work of America’s workers, supported by pro-growth tax policies.

In 2005, the Nation’s real gross domestic product (GDP) grew 3.5 percent
for the year, above the historical average. About 2 million payroll jobs were
added in 2005, and the unemployment rate dropped to 4.7 percent last
month, well below the averages of the 1970s, 1980s, and 1990s. Real dispos-
able personal income increased, and real household net worth reached an
all-time high. This growth comes on top of an already strong expansion.
More than 4.7 million payroll jobs have been added since August 2003.

Compared with the performance of other nations’ economies, our
economic growth is especially impressive. The United States has added more
jobs in the past two-and-a-half years than Japan and the European Union
combined. Real GDP growth in the United States has been faster than in any
other major industrialized country since 2001, and America is forecasted to
continue as the fastest-growing country over the next two years.

Our economy’s fundamental strength comes from the ingenuity and hard
work of our workers. Productivity—how much workers produce per hour—
has accelerated since 2000. In the past five years, productivity has grown faster
than in any other five-year period since the mid-1960s. The productivity of the
United States is increasing faster than any other major industrialized country.

Productivity growth raises our standard of living and plays a central role in
our competitiveness in the worldwide economy. Productivity growth will be
even more important as new technologies accelerate global economic
integration and as the American population ages.

Economic Report of the President | 3



We must now build on this fundamental strength by making robust
investments in physical sciences, improving private incentives for research and
development, and boosting math and science education and worker training,.
The American Competitiveness Initiative will help us remain a world leader
in science and technology, which means good high-paying jobs for the
American people.

We must also continue to pursue pro-growth economic policies and foster a
culture of entrepreneurship. To adopt innovations effectively, our companies
and workers need the incentives and flexibility that support a thriving
free-market economy.

Maintaining a low tax burden is essential for our economic growth and
competitiveness. Tax relief has helped our economy, and raising taxes
will increase the burden on our families and small businesses. To keep our
economy growing, Congress needs to make the tax relief permanent.

Two years ago, I called for cutting the budget deficit in half by 2009 by
restraining spending and spurring economic growth. Every year of my presi-
dency, we have reduced the growth of non-security discretionary spending, and
last year Congress passed bills that cut this spending. This year, my budget will
cut it again, and it will reduce or eliminate more than 140 programs that are
performing poorly or not fulfilling essential priorities. By passing these reforms,
we will save the American taxpayer another $14 billion next year, and we will
stay on track to cut the deficit in half by 2009.

Controlling discretionary spending alone is not enough, however. We have
recently passed significant savings in mandatory spending programs. We need
to do more because the only way to solve our Nation’s fiscal challenges is to
address the explosions in growth of entitlement programs like Social Security,
Medicare, and Medicaid. I have called for a bipartisan commission to examine
the full impact of the Baby Boom retirement and help us come up with bipar-
tisan answers. The longer Congress waits to act, the more difficult the choices
will become.

Working together, we accomplished other significant pro-growth reforms
that will help our Nation’s economy grow stronger and create more jobs.
More remains to be done.

Growth in spending on health care has been more rapid than general
inflation, straining consumers, employers, and government budgets. Two years
ago, we created Health Savings Accounts (HSAs) to help give patients more
control over their health care decisions and to make health care more available
and affordable. This year, I am proposing to enhance HSAs to make them
more widely available, valuable to consumers, and attractive to small busi-
nesses—and to make it easier for people to keep their insurance policies when
they change jobs. Last year, we worked with Congress to pass a patient safety

4 | Economic Report of the President



bill that will help reduce medical errors. Getting doctors and patients the
information they need on the quality, cost, and effectiveness of different treat-
ments will help Americans get the highest quality and highest value care. This
year, my Administration will push to make more information about price and
quality available to consumers, and move forward on these and other policies
to lower the cost of health care.

Our Nation’s liability laws allow too many frivolous lawsuits and raise costs
for consumers and businesses. A year ago, we worked with Congress to pass
bipartisan class action reform to help curb lawsuit abuse. I urge Congress in
the coming year to pass other essential legal reforms, including asbestos and
medical liability reforms.

Energy prices have risen in the last year, but the underlying causes of high
prices are long-standing. Last year, we passed the first major energy bill in over
a decade. It encourages new technologies and updates government regulations.
Over time, the new law will help increase the reliability of our energy supply
and the efficient use of the energy we have. We must continue to find new
ways to diversify our sources of energy. I have proposed the Advanced Energy
Initiative to help increase research in alternative energy sources and technology
and to make America less dependent on foreign sources of energy.

Because 95 percent of the world’s customers live outside of our borders,
opening international markets to our goods and services is critical for our
economy. My Administration will continue to work tirelessly to open markets
and knock down barriers to free and fair trade so that American farmers and
workers can compete on a level playing field worldwide.

These and other issues are discussed in the 2006 Annual Report of the
Council of Economic Advisers. This report is prepared by CEA to help poli-
cymakers understand the economic context of a variety of issues and trends as
our Government makes decisions regarding our economic future. By adopting
sound economic policies that build on our strengths, we will keep our
economy moving forward and extend prosperity for all Americans.

THE WHITE HOUSE
FEBRUARY 2006
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THE ANNUAL REPORT
OF THE
COUNCIL OF ECONOMIC ADVISERS



LETTER OF TRANSMITTAL

COUNCIL OF ECONOMIC ADVISERS,
Washington, D.C., February 13, 2006
MR. PRESIDENT:
The Council of Economic Advisers herewith submits its 2006 Annual
Report in accordance with the provisions of the Employment Act of 1946 as
amended by the Full Employment and Balanced Growth Act of 1978.

Sincerely,

Katherine Baicker
Member

Matthew J.
Member
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Overview

he expansion of the U.S. economy continued for the fourth consecutive

year in 2005. The President has laid out an agenda to maintain the
economy's momentum, foster job creation, and ensure that America remains
a leader of the global economy.

The President is advancing plans to make tax relief permanent; restrain
government spending to reduce the budget deficit; strengthen retirement
systems; make health care more affordable and accessible; create an economic
environment that encourages innovation and entrepreneurship; enhance
private incentives for research and development; boost math and science
education and worker training; reform the immigration system and strengthen
our borders; continue to open markets to American goods and services; and
reduce America’s dependence on foreign oil by diversifying our energy supply.

This Report reviews the state of the economy and the economic outlook,
and discusses a number of economic policy issues of continuing importance.
The Report highlights how economics can inform the design of better public
policy and reviews Administration initiatives.

The Year in Review and the Years Ahead

The economy has shifted from recovery to sustained expansion, having
absorbed the effects of the Gulf Coast hurricanes and large increases in energy
prices in 2005. Chapter 1, The Year in Review and the Years Ahead, reviews the
economic developments of 2005 and discusses the Administration’s forecast
for the years ahead. The key points of this chapter are:

* Real GDP grew strongly during 2005. Most components of demand that

accounted for growth in 2004—consumer spending, business investment
in equipment and software, and exports—continued to do so in 2005.

* Labor markets continued to strengthen. Employers created 2 million new jobs

in 2005, and the unemployment rate dropped to 4.9 percent by year-end.

* Productivity growth remained well above its historical average in 2005.

* Inflation rose substantially at mid-year, but came down by year-end as it

reflected the movement of energy prices. In contrast, inflation in the core
consumer price index (CPI) (which excludes food and energy prices) has
remained in the moderate 2-percent range.

* The Administration’s forecast, consistent with consensus private forecasts,

shows the economic expansion continuing for the foreseeable future.
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Skills for the U.S. Workforce

Chapter 2, Skills for the U.S. Workforce, discusses the economics of education,
immigration, and job training. The key points are:

* Education is a key contributor to economic growth and individual income.

* Advances in education levels have slowed over the past 25 years. The No
Child Left Behind Act is working to reverse this trend by making schools
more accountable. If, however, we do not continue to improve our
schools, the U.S. standard of living could be jeopardized in years to come.

* High-skilled immigrants make up a vital part of the U.S. economy,
particularly in the science and engineering sectors.

* Workers need to upgrade their skills continually to adapt to and take
part in an ever-changing economy.

Promoting a flexible and skilled labor force—through improved access to
high-quality primary, secondary, and post-secondary education, through poli-
cies that attract the world’s best and brightest to our shores, and through
investment in the continuing education and training of our mobile workforce
— will ensure that the United States remains a competitive leader in this
rapidly changing world economy.

Saving for Retirement

Over the past few decades, concerns have mounted that Americans have
been preparing inadequately for retirement. The main points of Chapter 3,
Sduing for Retirement, are:

* Most working-age Americans are on track to have more retirement
wealth than most current retirees. It is inherently difficult, however, to
assess whether these preparations are adequate for most households.

* The decline in an often-cited aggregate personal saving rate may not be
cause for much alarm for retirement preparedness. Much of this decline
can be attributed to spending triggered by wealth increases from capital
gains on housing and financial assets.

* There are, however, a number of risks to the retirement preparations of
Americans. People today are living longer and could face higher health-care
costs in retirement than members of previous generations. In addition,
Social Security and many defined-benefit pension plans are at risk.

* Both defined-benefit pensions and Social Security suffer from funda-
mental financial problems that expose not just retirees but all U.S.
taxpayers to risk of substantial losses. The Administration is focused on
addressing these problems and protecting the Nation’s retirement security.
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Improving Incentives in Health Care Spending

Health care spending in the United States has increased rapidly over the
past several decades, rising 44 percent in real per capita terms in the past ten
years alone. Some of the reasons for this marked rise reflect higher-quality
health care, such as improved technological options for enhancing health and
quality of life. Other factors, however, such as poorly functioning markets for
health care, may have led to excessive spending and inefficient patterns of
medical care utilization.

Chapter 4, Improving Incentives in Health Care Spending, reviews the causes
and consequences of health care spending growth and discusses how the
President’s consumer-driven proposals can improve the health care system.
The key points are:

* Growth in spending on health care has been much more rapid than
general inflation, straining consumers, employers, and government
budgets.

* Perverse tax and insurance incentives have led to inefficient levels and
composition of spending on health care.

* Promoting a stronger role for consumers is a promising strategy for
improving health care value and affordability.

The U.S. Tax System in International Perspective

All governments face two important decisions. They must choose the scope
and scale of public goods and services to provide for their citizens, and they
must also decide how to collect the funds to finance those public services.
Chapter 5, The U.S. Tax System in International Perspective, examines U.S.
choices in the context of other countries. It makes three key points:

* Fundamental choices about tax systems matter because they affect the

living standards of citizens.

* The United States has made different choices from other countries. The
United States has a relatively low tax burden compared to the rest of the
world, and we finance more of that burden with a tax on personal
income instead of consumption.

* When viewed in an international perspective, the U.S. system has been
significantly improved in recent years but could benefit greatly from
additional reforms, particularly those focused on the taxation of capital
income.
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The U.S. Capital Account Surplus

The United States conducts an enormous number of trade and financial
transactions with other countries. In 2004, the U.S. ran a current account
deficit of $668 billion. This deficit meant the U.S. imported more goods and
services than it exported. The counterpart to the U.S. current account deficit
was a capital account surplus of an equal amount. This surplus meant that
foreign investors purchased more U.S. assets than U.S. investors purchased in
foreign assets, and the U.S. received net foreign capital and financial inflows.
Chapter 6, The U.S. Capital Account Surplus, makes several key points:

* The size and persistence of U.S. net capital inflows reflects a number of

U.S. economic strengths as well as some shortcomings.

* The recent rise in U.S. net capital inflows in part reflects global
economic conditions as well as policies in some Asian countries and
weak growth in several European economies that led to greater net
capital outflows from these countries.

* Encouraging greater global balance of capital flows would be helped by
steps in several countries, such as higher domestic saving in the U.S.,
stronger economic growth in Europe and Japan, and greater exchange
rate flexibility and financial sector reforms in Asia.

The History and Future of International Trade

While economic research and historical evidence show the benefits of trade
outweigh the costs, trade liberalization has always brought anxieties in the
United States and throughout the world. There have always been temptations
to retreat to economic isolationism, but the Administration rejects that
notion. The key points in Chapter 7, The History and Future of International
Trade, are:

* Over the past 70 years, policymakers across political parties have consis-
tently recognized the importance of international commerce, and have
achieved major trade liberalization both here and abroad.

* The net payoff to America from these achievements has been substantial.
For example, studies have estimated the annual payoff from U.S. trade
and investment liberalization thus far averages $5,000 per American.

* A number of barriers to trade remain, especially in services, and the
benefits of eliminating these barriers are significant. One study found
removing all remaining barriers to trade in services would lead to an
additional $7,000 in annual income for the average American family of
four. The Administration is working to open these markets in global,
regional, and bilateral negotiations.
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The U.S. Agriculture Sector

In 2005, the Federal government spent approximately $20 billion on agri-
cultural support payments in a sector forecast to produce approximately
$270 billion of output. In addition, the United States maintains barriers to
the import of some commodities, and these barriers raise the domestic prices
of these commodities relative to world prices. To what extent do these many
payments and trade barriers serve a public purpose? Are they needed to main-
tain a healthy U.S. agricultural sector? Could alternative policies achieve this
goal? Chapter 8, The U.S. Agricultural Sector, addresses these and other
questions. The key findings of this chapter are:

* Most farmers do not benefit from commodity subsidies.

* Support to agriculture can be provided in many forms that are

potentially less market- distorting than existing commodity subsidies.

The U.S. Financial Services Sector

Most people interact regularly with the financial services sector, such as
when they make deposits at banks or obtain loans from them. Nevertheless,
understanding what this sector does can be difficult. Why do individuals go
to intermediaries like banks for mortgages, rather than skip intermediaries
and deal directly with savers? And why do financial service firms ask for so
much information before making a loan and, afterward, place so many restric-
tions on borrowers?

Chapter 9, The U.S. Financial Services Sector, explores what financial
services do for an economy, how financial development relates to economic
performance, and how financial services can be effectively regulated. The key
points are:

* The U.S. financial services sector addresses informational problems that
can otherwise keep financial capital from finding productive uses. The
sector tends to deliver these services in a cost-effective manner.

* Financial services facilitate innovation and thus encourage economic
growth. They might also bolster economic stability.

* Financial regulation should protect consumers and ensure the system’s
safety and soundness. Moving too far in the direction of public regula-
tion, however, can stifle the productivity and innovation necessary for
the economy to enjoy fully the benefits of financial services. An effective
financial regulatory system appropriately balances the costs and benefits
of public regulation.
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The Role of Intellectual Property

in the Economy

The founders of this country believed that intellectual property was so
important that one of the grants of power to Congress under the Constitution
was “To promote the Progress of Science and the useful Arts, by securing for
limited Times to Authors and Inventors the exclusive Right to their respective
Writings and Discoveries.” Economic research over the past two centuries
confirms the importance of intellectual property. The key points of Chapter
10, The Role of Intellectual Property in the Economy, are:

* Intellectual property rights create incentives for individuals and firms to
invest in research and development, and to commercialize inventions by
allowing them to profit from their creations.

* Well-defined and enforced intellectual property rights are important to
economic growth.

* The Administration continues to enforce vigorously the rights of American
intellectual property owners.

Recent Developments in Energy

Chapter 11, Recent Developments in Energy, discusses energy markets—
systems that connect consumers and suppliers of energy products, where prices
are determined by what buyers will pay and what sellers will accept. The
chapter reviews developments in markets for crude oil, refined petroleum
products, and natural gas, as well as developments in the electricity-generation
sector. The key points are:

* Increased scarcity and rising prices over time will encourage conservation,
increase incentives for exploration, and stimulate the development of
new, energy-efficient technologies and alternative energy sources.

* In the near term, unexpected disruptions to energy supply and distribution
networks may continue to affect consumers and businesses. Hurricanes
Katrina and Rita demonstrated that competitive markets play a central role
in allocating scarce energy resources, especially during times of natural
disaster or national emergency.

* The continued expansion of energy markets through regional and global
trade can further increase our resilience to energy supply disruptions.

* Policies that reduce U.S. vulnerability to energy disruptions, encourage
energy efficiency, and protect the environment can be beneficial supple-
ments to markets. These policies can be made more effective and less
costly when designed based on economic incentives.
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CHAPTER 1

The Year in Review and the Years Ahead

he expansion of the U.S. economy—having gathered momentum in 2003

and 2004—continued for its fourth full year in 2005. Economic growth
was solid, with real gross domestic product (GDP) growing 3.1 percent during
the four quarters of 2005 and 3.5 percent for the year as a whole. Near-record
prices of energy and damage from several powerful hurricanes threatened to
derail the expansion, but growth was well maintained in the face of these
shocks and a long series of rate hikes by the Federal Reserve. Productivity
growth remained well above its historical average.

This chapter reviews the economic developments of 2005 and discusses the

Administration’s forecast for the years ahead. The key points of this chapter are:

* Real GDP grew strongly during 2005. Most components of demand that
accounted for growth in 2004 continued to do so in 2005: consumer
spending, business investment in equipment and software, and exports.

* Labor markets continued to strengthen. The unemployment rate continued
to decline, and employers created another 2 million jobs.

* Inflation rose substantially at mid-year, but came down by year-end
reflecting the movement of energy prices. In contrast, inflation in the core
consumer price index (CPI) (which excludes food and energy prices) has
remained in the moderate 2-percent range, and inflation expectations for
the period beyond a one-year horizon remain moderate and stable.

* The Administration’s forecast calls for the economic expansion to continue
in 20006, with real GDP growth close to its post-World War II average rate
and the unemployment rate stable at about its current level. This is expected
to continue in subsequent years.

Developments in 2005 and the
Near-Term Outlook

Despite the impacts of rising energy prices and a devastating hurricane
season (see Box 1-1), the U.S. economy continued to expand at a solid pace
in 2005 and inflation pressures remained contained.

Consumer Spending and Saving

Consumer spending continued its strong growth in 2005, rising faster than
disposable income over the past decade and a half. As a result, the personal
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Box 1-1: Economic Impact of the 2005 Hurricanes

In addition to the tragic loss of life and the massive destruction of
personal property, the two major hurricanes (Katrina on August 29 and
Rita on September 24) damaged the productive capacity of the
American economy. Hurricane Wilma (October 24) also caused sizable
losses to life and property, but the damage to the economy as a whole
was much less. Both Hurricane Katrina and Hurricane Rita passed
through offshore areas where oil and natural gas platforms are concen-
trated and then struck on-shore areas where petroleum is refined and
natural gas is processed. In addition to the damage to equipment and
structures, the hurricanes separated at least 782,000 workers from their
jobs (and displaced many more from their homes).

The direct damage to the capital stock and the displacement of labor
probably cut real GDP growth by about 0.7 percentage point at an
annual rate in the third quarter. Most of this GDP loss was the direct
result of destruction of oil and natural gas operations. Although
rebuilding of petroleum and natural gas operations was well under
way in the fourth quarter, the continuing disruptions likely subtracted
about 0.5 percentage point from the annual rate of real GDP growth in
that quarter. Hurricane Katrina shut down about 1.4 million barrels per
day of oil extraction and 8.8 billion cubic feet per day of natural gas
production when it passed through on August 29. Those operations
were well on their way to recovery when Hurricane Rita came along for
a second strike on September 24, erasing the recovery efforts up to that
date (see the chart below). From Katrina’s approach through the Gulf of
Mexico until the end of the third quarter, oil extraction was cut by an
average of 1.08 million barrels per day below normal levels and by an
average of 0.7 million barrels per day during the fourth quarter.
Similarly, natural gas production was reduced by an average of 5.4
billion cubic feet per day (roughly 10 percent of U.S. output) from
Katrina’s approach through the end of the third quarter and by an
average of 4.0 billion cubic feet per day in the fourth quarter. Damage
to refineries cut output by an average of about 2 million barrels per day
during September and forced the demand for refined petroleum prod-
ucts to be met by higher imports and a liquidation of inventories. Most
refinery output was restored by early-November, however. (Recent
energy developments are discussed further in Chapter 11.)

About 782,000 workers filed claims for unemployment insurance
(Ul) benefits because of the hurricanes (604,000 under the
regular Ul program and another 178,000 under the Disaster
Unemployment Assistance program). The lost production from these
workers also subtracted from real GDP growth in the third quarter (after
making an allowance to avoid double counting the lost production of
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Box 1-1 — continued

Oil and Natural Gas Production since Recent Hurricanes
Hurricanes Katrina (8/29) and Rita (9/24) shut down major amounts of crude oil and natural gas production,
and the damage took a long time to repair.
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Sources: Department of Energy (Energy Information Administration) and Department of Interior (Minerals Management
Service)

workers in the petroleum and natural gas industries noted earlier). Data
from the Current Population Survey indicate the unemployment rate
among evacuees was about 12 percent by year end.

According to a Red Cross damage assessment, the three hurricanes
destroyed an estimated 213,000 housing units; most of this damage
was done by Katrina. Furthermore, 169,000 units suffered major
damage (enough to make them uninhabitable), 220,000 had minor
damage, and another 235,000 had extremely minor damage. The
Bureau of Economic Analysis estimates the loss of residential capital
stock at about $67 billion—about $37 billion of which was insured. The
insured structures are likely to be rebuilt (although not necessarily in
the same location), and many of the uninsured structures may be
rebuilt as well. The pace of reconstruction is uncertain but is likely to
take place over a period of three years or so.

In the aftermath of the hurricanes, the President and Congress
worked together to provide disaster relief for the affected areas. Two
emergency spending bills provided for $62 billion of disaster relief,
including transfer payments to persons and businesses in the affected
areas, direct government purchases of goods and services, and grants
to State and local governments. These bills also included funding for
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Box 1-1 — continued

the Defense Department and the Corps of Engineers to rebuild military
facilities and levees in New Orleans and the Gulf Coast. Additional
legislation authorized a reallocation of about $6 billion from other
programs to disaster relief, established $17 billion of additional
borrowing authority for Federal flood insurance programs, and
provided about $15 billion of tax relief for the affected areas.

In the fourth quarter, the Federal disaster spending together with
private rebuilding may have partially offset the still-negative effects of
petroleum and natural gas operations. By the first quarter of 2006,
these post-hurricane effects are expected to combine to produce a
clearly positive contribution to real GDP growth.

saving rate fell to a postwar low this year, turning negative in the second
quarter and remaining negative through the fourth quarter. A number of
factors contributed to growth in consumer spending in 2005; the most impor-
tant was the increase in energy prices including the transitory post-Katrina
surge. Other factors with sizable effects in particular quarters were motor
vehicle incentive programs and the loss of rental income from the hurricanes.
Rising household net worth during the late 1990s and again over the past two
years has provided a more-persistent boost to consumer outlays relative to
after-tax income.

Energy Expenditures

Consumer budgets continued to be stretched by higher energy prices in
2005. Consumer energy prices increased about 21 percent during the four
quarters of 2005, following an 18-percent increase in 2004 (as measured by
the consumption price index in the national income and product accounts).
Real consumption of energy was fairly flat in 2005, but because of the higher
prices, the share of household income allocated to energy purchases increased
sharply. Spending on energy goods and services jumped from 4.2 percent of
disposable personal income in 2002 to about 6 percent in October and
November of 2005 as the average household’s energy budget rose by about
$700 during 2005.

Light Vebicle Expenditures

While annual average sales of cars and light trucks have been remarkably
stable over the past six years, much of the quarter-to-quarter volatility in
consumer spending generally comes from motor vehicle purchases. Quarter-
to-quarter variability in light vehicle sales was particularly evident in 2005. In
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July, when General Motors, Ford, and Chrysler each introduced incentive
programs on 2005 models, the sales of light vehicles peaked at 20.7 million
units at an annual rate. However, motor vehicle sales dropped off in the
fourth quarter to 15.8 million units at an annual rate with the removal of the
incentive programs. Light vehicle sales for the year as a whole averaged
16.9 million units, however, almost identical to the average pace during the
2000-t0-2004 period.

Personal and National Saving

Meanwhile, real purchases outside of energy and motor vehicles grew at
their long-standing trend of about 3/-percent growth per year. With energy
prices up and other consumption on an unaltered trajectory, most of the
funds for these higher-cost energy purchases came from reducing saving. The
personal saving rate, which had been generally falling during the preceding
15 years, fell to -0.5 percent for 2005.

Personal saving is only one part of national saving. The personal saving rate
does not include corporate saving in the form of retained earnings; but corpo-
rate saving adds to the wealth of corporate shareholders and supplies funds for
investment. Net private saving, which includes corporate saving as well as
household saving, was 4.3 percent of net national income in the first half of
2005, down from 7.4 percent in the 1990s. A still broader measure of saving,
national saving, subtracts dissaving by Federal, state, and local governments
(in the form of government budget deficits) from private (public plus corpo-
rate) saving. The national saving rate was 1.7 percent in the first half of 2005.
(Personal and national saving are discussed further in Chapter 3, Saving for
Retirement; the international aspects of saving are discussed in Chapter 6,
The U.S. Capital Account Surplus.)

Wealth Effects on Consumption and Saving

A strong rise in household net worth during the late 1990s and again
during the past two years coincided with a sizable increase in consumer
spending relative to disposable personal income (Chart 1-1). From 1995
through 2000, in large part because of a booming stock market, the wealth-
to-income ratio rose well above its historical range, eventually reaching 6.15
years of disposable income, and the fraction of disposable income spent by
consumers rose to new heights as well. The wealth-to-income ratio fell sharply
in 2001 and 2002 due to the stock market decline. Since its low point in the
third quarter of 2002, the wealth-to-income ratio has again risen sharply. By
the third quarter of 2005, it had recovered to about 5.6 years of disposable
income, well above the historical average of 4.8. Gains in the stock market
accounted for about half of the recovery while increases in net housing wealth
accounted for another third.
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Chart 1-1 Consumption & Net Worth (Relative to Disposable Personal Income)
Consumption gains in 2004 and 2005 were partly supported by increases in wealth, with increases in
housing and stock market wealth accounting for most of the increase.
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Looking ahead, real consumption growth during the four quarters of 2006
is expected to be somewhere around the 3)-percent trend rate measured
during the past three years. Over the near term, the personal saving rate is
expected to increase. If energy prices decline in 2006, consumer spending
should decline relative to income; to the extent that energy prices remain
high, consumer spending may still decline relative to income as consumers
reduce energy use and substitute energy alternatives.

Housing Prices

During the past five years, home prices have risen at an annual rate of
9.2 percent. This increase was largely supported by two factors: first, an
increase in housing demand, driven by a rise in nominal per capita disposable
income of 3.4 percent per year; second, a decline in the cost of financing
house purchases, due to a drop in the monthly payment on 30-year fixed-rate
mortgages of 4.3 percent per year. Housing demand was also boosted by
increased household formation and a strengthening job market. Supply
constraints, due to limits on the supply of buildable land in some areas, also
contributed to rising prices over the past five years. After falling during 2004,
mortgage rates were roughly flat at 5% percent in the first three quarters of
2005, and then edged up along with other long-term interest rates in the
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fourth quarter. As a result, a well known measure of housing affordability has
now fallen to about its average level over its 34-year history.

To gauge the extent to which house price increases have reflected
fundamentals, some studies compare housing prices to rents. The rent-to-price
ratio is a real rate of return on housing assets in the same way that the earn-
ings-to-price ratio measures the real rate of return on corporate stocks. Viewed
as an asset, 2 home should bear a real return similar to the real return available
on alternative assets, such as stocks and bonds. As real interest rates have fallen
in the United States and in most other Organization for Economic
Cooperation and Development (OECD) countries, the rent-to-price ratio for
housing has likewise fallen across a broad range of OECD countries. A recent
OECD paper concluded that the decline in the rent-to-price ratio in the
United States from 2000 through 2004 was roughly consistent with the
decline in interest rates over the same period.

Residential Investment

In response to strong demand and the consequent rise in prices, builders
began construction on more than 2 million new homes during 2005, one of
the highest rates of homebuilding on record. Similarly, residential investment,
at 6 percent of GDP in 2005, was at its highest level since 1955. During
2005, growth of residential construction contributed about half a percentage
point to real GDP growth. Homebuilding in 2005 was slightly in excess of
the pace of about 1.9 million starts per year that some economists have esti-
mated is compatible in the long run with U.S. rates of household formation
and other demographic influences.

During the next five years, the Administration expects the pace of home-
building to decrease gradually because of demographic trends and slowly
rising long-term interest rates. A gradual slowing of homebuilding appears
more likely than a sharp drop because the elevated level of house prices will
sustain homebuilding as a profitable enterprise for some time. On balance,
residential investment is not projected to contribute to real GDP growth
during the four quarters of 2006; in subsequent years, it is expected to
subtract a bit from overall growth.

Business Fixed Investment

Real business investment in equipment and software grew 8 percent during
the four quarters of 2005. This growth is down from the 14-percent year-
earlier pace, which was boosted by the end-of-2004 termination of the bonus
depreciation provisions of the Jobs and Growth Tax Reconciliation Act.
Equipment purchases grew rapidly in mining and oilfield machinery
(18 percent) in response to higher prices for oil and natural gas and the need
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to replace hurricane-damaged rigs in the Gulf of Mexico. Equipment
investment also grew rapidly in the high-tech fields of computers, software,
and communications equipment. Investment in industrial and construction
equipment grew only moderately (6 percent and 4 percent, respectively).
Investment in light trucks was strong through the third quarter, but fell back
in the fourth.

In contrast to equipment and software, investment in structures was weak,
growing only 1 percent during 2005, after 2.8-percent growth in 2004. Strong
growth in the construction of hospitals, shopping centers, and mines (including
oil and natural gas rigs) has been offset by declines in the building of electrical
power stations, hotels and motels, and amusement and recreation facilities.
Office construction fell for the fifth year in a row; however, the 2005 decline
was smaller than previous years as office occupancy rates have begun to increase.

The accumulation of internal funds has been more than sufficient to
finance business investment during this expansion (Chart 1-2). These funds,
also known as cash flow, are the sum of undistributed after-tax profits and
depreciation. In general, funds for business investment can be generated
through borrowing (typically from the bond market, commercial paper
market, or banks), issuing new stock, the drawdown of liquid assets, or
tapping into cash flow. Historically, business investment has been about
21 percent higher than cash flow, with firms raising most of the extra funds
in credit markets. In contrast, business investment during this expansion has
not kept pace with cash flow. As a consequence, corporate liquid assets have
now built up to levels that are well above any that have been seen during the
past decade and a half. This buildup in liquid assets implies that financing for
future investment should be readily available. However, the buildup may
reflect greater overall caution among business executives and owners, a shift
in sentiment that could dampen future investment.

During the next couple of years, investment in equipment and software is
likely to maintain the same rapid growth as in 2005, as output continues to
grow and businesses remain flush with cash. Investment in business structures
is projected to accelerate as new oil and gas rigs are built and as continued
declines in vacancy rates support the construction of new office buildings.

Business Inventories

The pace of inventory investment in 2005 was below the 2004 pace and on
average subtracted from overall GDP growth during the first three quarters of
the year. As sales grew during the year, the inventory-to-sales ratio continued
to decline. Indeed, the inventory-to-sales ratio has fallen considerably since
the mid-1980s. In 2005, businesses held inventories equal to about 27 busi-
ness-days’ worth of sales—about three days’ worth of sales less than they held
in 2000, and about seven days’ less than in 1985. The trend toward leaner
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Chart 1-2 Business Fixed Investment and Cash Flow
Business fixed investment and cash flow tend to move up and down together, although BFI usually
exceeds cash flow. During this expansion, in contrast, BFI is not higher than cash flow.
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inventories has been evident in manufacturing since the mid-1980s, and has
appeared in retailing and wholesaling since at least 2000. Leaner inventories
suggest that new business practices such as just-in-time inventory control
in manufacturing and computer- and Internet-assisted supply-chain
management continue to become more popular among supply managers.
Inventory investment generally makes little contribution to real GDP
growth when the growth of final sales is roughly stable from year to year. (In
contrast, inventory investment zs important in the early phases of business-
cycle recessions and recoveries.) With the economy in the midst of an ongoing
expansion, and the Administration expecting fairly smooth growth of final
sales during the next several years, inventory investment is not anticipated
to be a major contributor to annual GDP growth. The economy-wide
inventory-to-sales ratio is expected to trend lower over the projection period.

Government Purchases

Federal Government purchases as well as transfers and grants (such as Social
Security, Medicare, and Medicaid) contributed to real GDP growth during
2005. Federal purchases contributed 0.2 percentage point at an annual rate to
real GDP growth in the first half of the year, and about 0.5 percentage point
in the third quarter. Almost all of these contributions were from the defense
budget, largely a by-product of the reconstruction and military operations in
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Iraq and Afghanistan. Despite the developments in Iraq and the hurricane-
relief efforts, however, Federal spending in fiscal year 2005 (which runs from
October 2004 to September 2005) was $7 billion below last year’s projection
in the FY 2006 budget. An additional $62 billion has been authorized so far
for hurricane-disaster relief. Although these funds were authorized in FY
2005, the hurricanes struck near the end of the fiscal year, and so most of the
funds will be disbursed in FY 2006 and beyond.

Federal Government purchases and the consumer spending that results
indirectly from Federal transfers will add to real GDP growth in early 2006.
Federal outlays for FY 2006 are likely to increase largely due to hurricane-
disaster relief and because of additional funds for reconstruction and
counterinsurgency in Iraq.

From FY 2007 forward, however, the impact of Federal outlays is projected
to move sharply toward restraint. For example, Federal outlays are projected
to shrink by 0.7 percentage point of GDP in FY 2007. The shrinking of the
Federal Government’s claim on resources should allow private economic
activity more room to grow.

Exports and Imports

Real exports grew 5% percent during the four quarters of 2005, about the
same as export growth in 2004. This reflects the interaction of two offsetting
influences: the somewhat faster growth of our trading partners in 2005,
which tends to increase the demand for U.S. exports, and the increase in the
exchange value of the dollar, which tends to dampen export demand by
making U.S. goods relatively more expensive. Real GDP growth among our
OECD trading partners picked up a bit to 2.6 percent during the four quar-
ters of 2005 from a 2.1-percent pace in 2004, as computed from the latest
OECD projections. Offsetting the effect of stronger foreign growth on our
exports was a 7-percent rise in the value of the dollar against major currencies
over the 12 months of 2005.

Data on the destination of U.S. exports show the fastest export growth to
the most rapidly developing countries and regions such as Asia and Africa.
Nevertheless, our OECD trading partners still account for more than two-
thirds of our exports.

Growth of our real exports in 2006 and 2007 is likely to be similar to that
in 2005, because economic growth in our export markets is likely to be about
the same as in 2005. The OECD projects that real GDP growth among our
OECD trading partners (2.6 percent during the four quarters of 2005) will
be 2.5 percent and 2.8 percent in 2006 and 2007, respectively. Growth of real
exports to rapidly developing countries in Asia and Africa will likely continue
to be healthy over the next two years as their economic expansion leads them
to demand more goods and services from abroad.
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Growth in real imports slowed substantially during the four quarters of
2005 to 4.6 percent from 10.6 percent in 2004. Imports grew more slowly
than exports during 2005. Import growth was particularly weak in the second
and third quarters and was fairly widespread, affecting imports of consumer
goods, non-auto capital goods, petroleum products, and services. Imports
picked up in the fourth quarter, particularly for petroleum products to replace
domestic production lost because of the damage caused by the hurricanes.

The current account deficit (the excess of imports and income flows to
foreigners over exports and foreign income of Americans) averaged 6.4 percent
of GDP ($790 billion at an annual rate) during the first three quarters of 2005,
up from 5.7 percent of GDP during 2004. Recent increases in the deficit
reflect faster growth in the United States than among our trading partners,
making our imports grow faster than our exports. The longer-term trend also
reflects faster growth of domestic investment than domestic saving with
foreign saving filling in the gap in financing.

The United States has been able to buy more goods and services than it sells
because foreigners have been investing in the United States. The current
account deficit of $790 billion also represents the net increase in foreign hold-
ings of U.S. assets (either financial assets or direct ownership of corporations)
relative to U.S.-owned assets abroad. In the future, the returns from these
foreign-owned U.S. investments (that is, interest, dividends, and reinvested
earnings) will themselves add to the current account deficit. These ideas are
explored more fully in Chapter 6, The U.S. Capital Account Surplus.

Employment

Nonfarm payroll employment increased by 2.0 million during the
12 months of 2005, an average pace of 168,000 jobs per month. The unem-
ployment rate declined by 0.5 percentage point to 4.9 percent during the
12 months of the year. The average unemployment rate in 2005 (5.1 percent)
was below the averages of the 1970s, the 1980s, and the 1990s. During the first
eight months of 2005, employment growth averaged 196,000 per month, but
dropped to only 21,000 per month in September and October immediately
after the hurricanes. The Bureau of Labor Statistics expects a slight downward
revision to employment growth over the 12 months ended in March 2005.

Job gains were spread broadly across major industry sectors in 2005. The
service-providing sector accounted for 88 percent of job growth during the
12 months of the year, a slightly larger contribution than would be suggested
by its 83 percent of overall employment. The goods-producing sector
accounted for the remaining 12 percent of the gains, notably weaker than its
17-percent share of overall employment. Within the goods-producing sector,
over-the-year employment growth was concentrated in construction and
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mining, while manufacturing employment decreased for the seventh time in
the past eight years.

By educational attainment, the drop in the unemployment rate during
2005 was most pronounced among those without a high school degree; the
jobless rate in this group tumbled 0.7 percentage point during the 12 months
of the year. By race and ethnicity, the unemployment rate fell the most among
blacks and Hispanics, (1.5 and 0.5 percentage points, respectively), in
contrast to 0.3 percentage point for whites. By age, the jobless rate fell most
among teenagers 16 to 19 years old. By sex, the jobless rate fell more among
adult men than adult women. The median duration of unemployment, an
indicator that typically follows the business cycle with a substantial lag,
declined from 9.4 weeks in December 2004 to 8.5 weeks in December 2005.
In general, unemployment rates fell the most in 2005 among those groups
with the highest rates at the end of 2004.

The Administration projects that employment will increase at a pace of
176,000 per month on average during the 12 months of 2006—roughly in
line with the Philadelphia Federal Reserve Bank’s survey of professional fore-
casters. The Administration projects the unemployment rate will remain at
about 5.0 percent throughout 2006.

Productivity

Labor productivity growth in the nonfarm business sector has been
exceptionally vigorous, exceeding the forecasts of most economists. Productivity
(real output per hour worked) grew at a 3.4-percent annual rate during the first
three quarters of 2005, following similar or higher growth rates during the three
preceding years. Since the business-cycle peak in the first quarter of 2001 (a
period that includes a recession and a recovery), productivity has grown at an
average 3.6-percent annual rate, notably higher than during any comparable
4%-year period since 1948 (Chart 1-3). Although 1995 has been regarded as a
watershed year for productivity because of the acceleration of productivity from
a 1.5-percent to a 2.4-percent annual rate of growth, the further acceleration to
a 3.6-percent annual rate of growth during 2001 to 2005 is even more striking
(the precise time periods are shown in Table 1-2, later in this chapter). The
1995-2001 acceleration may be plausibly accounted for by a pickup in capital
services per hour worked and by increases in organizational capital, the invest-
ments businesses make to reorganize and restructure themselves, in this instance
in response to newly installed information technology.

In contrast, capital deepening (the increase in capital services per hour
worked) does not explain any of the post-2001 increase in productivity; in
fact, the growth of capital services per hour worked appears to have fallen off
slightly in this period. The post-2001 acceleration in productivity, therefore,
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Chart 1-3 Productivity Growth During Cyclically-Comparable Business Cycle Intervals
Productivity growth during the first 4% years since the 2001:Q1 business-cycle peak is as high or higher
than during any cyclically-comparable period during the postwar era.
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appears to be accounted for by factors that are more difficult to measure than
the quantity of capital, such as continuing improvements in technology and
in business practices.

One curious aspect of productivity acceleration has been its limited spread.
Business-sector productivity growth has been higher in the United States than in
any other major industrial economy. (Business-sector productivity growth has
also been rapid in Ireland, Greece, Korea, Turkey, the Scandinavian countries,
and several transitional east-European countries.) As every industrial economy
has access to the same technology, the strong U.S. performance suggests that
other structural features of the U.S. economy may also play an important role in
productivity growth. Some research suggests that, all else equal, countries with
more-flexible, less-heavily regulated product and labor markets are better able to
translate technological advances into productivity gains.

Rather than assume that the recent remarkable pace of productivity growth
will continue, the Administration believes it is prudent to build a budget
based on a forecast somewhat lower than the 3.6-percent pace of productivity
growth since 2001. Productivity is projected to average 2.6 percent per year
during the six-year span of the budget projection—roughly equal to the
average annual pace during the past decade.
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Chart 1-4 Inflation
Care CPl inflation (which excludes food and energy) has remained moderate and stable in the face of
the recent uptick in overall CPI inflation.
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Wages and Prices

As measured by the Consumer Price Index (CPI), overall inflation increased
in 2005 to 3.4 percent from 3.3 percent during the 12 months of 2004. Rapid
increases in energy prices (16.6 percent and 17.1 percent in 2004 and 2005,
respectively) elevated the level of overall inflation in both years. The four major
energy subindexes (gasoline, fuel oil, natural gas, and electricity) all posted large
increases in 2005, with prices of natural gas and electricity advancing faster than
in the preceding year. Food price inflation, at 2.3 percent, was moderate and
little changed from the year-earlier pace. Core CPI prices (which exclude the
prices of food and energy) increased 2.2 percent during 2005, substantially
below the overall inflation rate and the same as the year-earlier pace.

Labor costs (which comprise about 62 percent of the costs of nonfarm
business) have been stable, or possibly trending lower. Hourly compensation
for workers in private industry increased at a 3.0-percent annual rate during
the 12 months ended in September 2005 down from 3.7 percent during the
year-earlier period according to the Employment Cost Index (ECI), which is
compiled from the National Compensation Survey (NCS). The deceleration
occurred in both wages and salaries (with growth down to 2.2 percent from
2.6 percent in the year-earlier period) and hourly benefits (which slowed to
4.8 percent from 6.8 percent). The slowing in hourly benefits was accounted
for primarily by smaller increases in contributions to defined-benefit pension
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programs in 2005 than in 2004 according to other tabulations from the NCS.
Hourly benefits have increased notably faster than hourly wages and salaries
in each of the past four years. Another measure of hourly compensation
published by the Department of Labor and derived from the national income
and product accounts (NIPA) has increased notably faster than the ECI
measure, rising 5.0 percent during the four quarters ended in the third
quarter of 2005. The difference between these two measures may be partly
attributable to the exercise of stock options which are included in the NIPA-
derived measure at the time they are exercised, but are not recorded by
the NCS.

With hourly compensation growing in the 3.0 percent-to-5.0 percent range
(depending on the index) and labor productivity growth at about 3.0 percent,
trend unit labor costs have barely changed, with increases in the range from
0 percent to 2 percent. Because unit labor costs have increased by less than
the 2.9-percent increase in the GDP price index during the four quarters
through the third quarter of 2005, labor costs do not appear to be putting
upward pressure on inflation.

An important determinant of inflation during the next year is likely to be
energy prices, whose run-up during the past two years has been the main
reason for the increase in inflation. Futures markets suggest roughly stable oil
and natural gas prices, which (if they come to pass) will remove some of the
upward pressure on the overall inflation rate.

Although some measures of short-run inflation expectations increased
around the third quarter of 2005, they fell back later in the year. More impor-
tantly, a variety of longer-term measures of inflation expectations have been
approximately stable during the past two years, including those derived from
the market for Treasury Inflation-Protected Securities (TIPS) and the
University of Michigan consumer survey (Chart 1-5). History suggests that
the stability of inflation expectations promotes stability in actual inflation as
well as in the overall economy.

The Administration expects CPI inflation to stabilize at 2.4 percent during
the next several years, up only slightly from the 2.2 percent increase in the
core CPI during the 12 months through December. The projected path of
inflation as measured by the GDP price index is similar, but a bit lower.
Inflation by this measure is projected at 2.2 percent during the four quarters
of 2006 and 2007, down from the 3.0-percent increase during 2005. These
inflation projections are very close to those of a year ago, and are also very
close to those of the consensus of professional forecasters.

The “wedge,” or difference, between the CPI and the GDP measures of
inflation has implications for the Federal budget projections. A larger wedge
(with the CPI rising faster than the GDP price index) raises the Federal
budget deficit because cost-of-living programs rise with the CPI, while
Federal revenue tends to increase with the GDP price index. For a given level
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Chart 1-5 Survey and Market Measures of Expected Inflation in 2005 and 2006
Although 1-year consumer expectations spiked around October, consumers'’ long-term expectations and

expectations derived from the TIPS market remained moderate and stable.
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of nominal income, increases in the CPI also cut Federal revenue because they
raise income tax brackets and affect other inflation-indexed features of the tax
code. Of the two indexes, the CPI tends to increase faster in part because it
measures the price of a fixed basket of goods. In contrast, the GDP price
index increases less rapidly because it allows for households and businesses
shifting their purchases away from items with increasing relative prices and
toward items with decreasing relative prices. Among other differences, the
GDP price index places a larger weight than does the CPI on computers,
which tend to decline in price (on a quality-adjusted basis). In addition, the
CPI places a much larger weight on energy.

During the 13 years ended in 2004, the wedge between inflation in the

CPI-U-RS (a historical CPI series designed to be consistent with current
CPI methods) and the rate of change in the GDP price index averaged 0.36

p

ercent per year. The wedge was particularly high during the first three quar-

ters of 2005 when the CPI increased 1 percentage point faster than the GDP
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rice index; this difference reflected the roughly 50-percent annual rate of

increase in crude oil prices, which have a larger weight in consumer prices than
in GDP as a whole. Since domestic production accounts for only about

3

5 percent of U.S. oil consumption, the weight of oil prices in GDP is roughly

one-third of its weight in consumption. As this boost from higher oil prices
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nwinds over the next couple of years, the wedge between the CPI and GDP
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inflation is likely to be lower than average. From 2008, the wedge is projected
to average 0.3 percentage point.

Financial Markets

The Wilshire 5000 (a broad stock price index) increased 4.6 percent during
2005, the third consecutive year of stock market gains following three years of
declines. The 2005 increase was well below the gains of the two preceding years.

Short-term interest rates increased during the year as the Federal Reserve’s
Open Market Committee raised the target Federal funds rate by 25 basis
points at each of its eight meetings. As a consequence, rates on 91-day
Treasury bills rose 1.7 percentage points during the year.

Despite the increases in short-term rates, yields on 10-year Treasury notes
remained low, increasing only 24 basis points during the 12 months of 2005
(Chart 1-6). The low level of long-term interest rates was due, in part, to low
and stable long-run inflation expectations. At the end of 2005 the gap
between the yield on 10-year Treasuries and the rate on 91-day Treasury bills
was only about 0.6 percentage point, noticeably lower than its historical
average. (The yield on longer-term Treasury notes is usually higher than on
shorter-term notes because the market compensates investors for the extra risk
of holding longer-term securities.)

Chart 1-6 10-Year Treasury Yield

Yields on 10-year Treasury notes remained near decade lows during 2005 in the face of sharp increases in
short-term rates.
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Yields on corporate bonds also remained low and the spread between yields
on corporate bonds (which carry more risk) and the yields on more-secure
obligations of the U.S. Treasury remained small. Measured relative to Treasury
obligations of similar maturities, the yields on corporate bonds rated “BAA”
(about average quality) by Moody’s Investor Services remained near their
lowest levels over the past decade (Chart 1-7). This suggests that the perceived
default risk of U.S. corporations remains low.

The Long-Term Outlook Through 2011

The U.S. economy continues to be well positioned for long-term growth.
The Administration projects that real GDP will expand at about its potential
rate (between 3.1 percent and 3.3 percent per year) through 2011, inflation
will remain low and stable (with the CPI increasing at around 2.4 percent per
year), and the labor market will remain firm (Table 1-1). The forecast is based
on conservative economic assumptions that are close to the consensus of
professional forecasters. These assumptions provide a prudent and cautious
basis for the Administration’s budget projections.

Chart 1-7 Corporate Bond Yield Spreads

In 2005, the spread between the yield on average quality (Baa-rated) corporate securities and Treasury
notes were at the low end of the past decade's range.
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TABLE 1-1.— Administration Forecast'

Nonfarm
payroll
Interest | Interest

Real GDP GDP price|Consumer||{Unemploy-| rate, rate, NO;f?()rlT er;p;lr(])ty—

Year Nominal (chain- index price ment 91-day | 10-year epmylo - | (average
GDP (chain- | index rate Treasury | Treasury ploy 8

type) e ment monthly

type) (CPI-U) || (percent) | bills notes (millions) | change

(percent) | (percent) Qi-to-0h
thousands)

Percent change, Q4-to-Q4 Level, calendar year

2004 (actual)... 6.8 3.8 2.9 34 5.5 1.4 43 1315 178
6.4 3.5 2.8 3.8 5.1 32 43 133.6 160
5.6 34 2.2 2.4 5.0 4.2 5.0 135.5 176
5.6 3.3 2.2 24 5.0 42 5.3 137.4 140
5.4 3.2 2.1 2.4 5.0 4.3 55 139.0 139
53 3.1 2.1 2.4 5.0 43 5.6 140.7 132
53 3.1 2.1 2.4 5.0 43 5.6 142.2 127
53 3.1 2.2 2.5 5.0 4.3 5.6 143.7 126

'Based on data available as of November 15, 2005.
“Discount basis.

Sources: Council of Economic Advisers, Department of Commerce (Bureau of Economic Analysis), Department of
Labor (Bureau of Labor Statistics), Department of the Treasury, and Office of Management and Budget.

Growth in GDP over the Long Term

The Administration projects that real GDP will grow at a slowly diminishing
rate from 2005 through 2009, decelerating year by year from a forecasted
3.5-percent rate during the four quarters of 2005 to 3.1 percent in 2009,
roughly in line with the consensus forecast for those years. The year-by-year
pace is close to the estimated growth rate of potential real GDP growth (a
measure of the rate of growth of productive capacity). The unemployment rate
is projected to remain flat at 5.0 percent. As discussed below, potential GDP
growth is expected to slow in the near term as productivity growth reverts
toward its long-run trend, and potential GDP is expected to slow further during
the 2007-to-2011 period as labor force growth declines.

The projected growth of potential real GDP, 3% percent during the next two
years, is in line with recent experience. Potential growth is the rate of real GDP
growth that can be achieved while the unemployment rate remains stable. For
example, during the past four years (from the third quarter of 2001 to the third
quarter of 2005) real GDP growth was 3.22 percent at an annual rate while
the unemployment rate was unchanged—on net—at about 5 percent.
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The growth rate of the economy over the long run is determined by its
supply-side components, which include population, labor force participation,
the ratio of nonfarm business employment to household employment, the
workweek, and the growth in output per hour. The Administration’s forecast
for the contribution of the growth rates of different supply-side factors to real
GDP growth is shown in Table 1-2.

As can be seen in the fourth column of the table, the mix of supply-side
factors determining real GDP growth has been unusual since the business-
cycle peak at the beginning of 2001, with the exceptionally high productivity
growth (3.6 percent at an annual rate) partially offset by declines in the partic-
ipation rate (line 2) and the workweek (line 8). Also puzzling is the large
decline in the ratio of nonfarm business employment to household employ-
ment (line 6). This unusual decline reflects the slow growth of employment

TABLE 1-2.— Supply-Side Components of Real GDP Growth, 1953-2011

[Average annual percent change]

1953 Q2 (1973 Q4| 1995 Q2| 2001 Q1| 2005 Q3
Item to to to to to
1973 Q4 [ 1995 Q2| 2001 Q1| 2005 Q3| 2011 Q4

1) Civilian noninstitutional population aged 16+ 1.6 1.4 1.2 1.2 1.1
2) Plus:  Civilian labor force participation rate 0.2 0.4 0.1 -0.3 -0.1
3) Equals: Civilian labor force? 1.8 1.8 1.4 0.9 1.0
4) Plus:  Civilian employment rate -0.1 0.0 0.3 -0.2 0.0
5) Equals: Civilian employment?..........coooovveveverveeeerierieeeeeeneneens 1.7 1.8 1.7 0.7 1.0
6) Plus:  Nonfarm business employment as

a share of civilian employment2® ......cc..ccoovvvevvvnnnenn. -0.1 0.1 0.4 -0.8 0.1
7) Equals: Nonfarm business employment 1.6 1.9 2.0 -0.1 1.0
8) Plus:  Average weekly hours (nonfarm business -0.3 -0.3 -0.1 -0.3 -0.1

9) Equals: Hours of all persons (nonfarm business)................... 1.3 1.6 1.9 -0.4 1.0
10) Plus:  Output per hour (productivity, nonfarm business).... 2.5 1.5 2.4 3.6 2.6
11) Equals: Nonfarm business oUtput.......c.ccccoeverererrererssirnirnnnns 3.8 3.1 43 3.2 3.6
12) Plus:  Ratio of real GDP to nonfarm business output‘........ -0.2 -0.2 -0.5 -0.4 -0.4
13) Equals: Real GDP ... 3.6 2.8 3.8 2.8 3.2

'Adjusted by CEA to smooth discontinuities in the population series since 1990.
*BLS research series adjusted to smooth irregularities in the population series since 1990.
*Line 6 translates the civilian employment growth rate into the nonfarm business employment growth rate.

“Line 12 translates nonfarm business output back into output for all sectors (GDP), which includes the output of
farms and general government.

Note: 1953 Q2, 1973 Q4, and 2001 Q1 are NBER business-cycle peaks. Detail may not add to total because of
rounding.

Sources: Council of Economic Advisers, Department of Commerce (Bureau of Economic Analysis), and Department
of Labor (Bureau of Labor Statistics).
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as measured by the payroll survey (which asks employers to report the number
of employees) relative to the more-rapid growth of employment as measured
by the household survey (in which people report the employment status of
their household members)—a disparity that has not yet been explained.

The participation rate fell from 2001 to 2005, and is projected to trend
lower through 2011. The recent behavior stands in contrast to the long period
of increase from 1960 through 1996 (Chart 1-8). The participation rate
appears to have topped out in 1997-2000 before declining. The reversal of
direction reflects nothing new about the participation rate for men, which
continued a downward trend that began shortly after the end of World War
II. Rather, the new factor at play is the change in the trend in the female
participation rate, which has edged down on balance since 2000 after having
risen for five decades.

Another factor in the decline in the labor force participation rate has been
the increase in the number of workers collecting insurance for disability retire-
ment. The 0.5-percentage point increase (as a share of the working-age
population) since 2000 accounts for about half of the overall decline, and
appears to be largely a reflection of increases in the number of workers

entering high-disability ages (50+ years old).

Chart 1-8 Labor Force Participation Rate and Disabled Workers Relative to Population
Female particpation rates have peaked, while men's rates continue downward. Increases in disability
account for some of the recent decline in the overall participation rate.
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Looking ahead, the participation rate is projected to decline slowly,
reflecting the aging of the baby-boom cohorts, leading to more retirements
and a likely increase in the share of disabled workers. Baby boomers are
currently in their forties and fifties, and over the next several years they will
move into older age brackets which typically have lower participation rates.
The decline in the participation rate may quicken after 2008 when the first
baby-boom cohort reaches Social Security’s early retirement age of 62.

Interest Rates over the Near and Long Term

The Administration forecast of interest rates is based on financial market
data as well as results of a survey of economic forecasters. As of November 15,
2005, the date that the forecast was finalized, trading in financial futures
suggested that market participants expected short-term interest rates to rise a
bit further, and the Administration’s interest-rate projections reflect those
views. Taking its cue from financial futures markets, the Administration proj-
ects the rate on 91-day Treasury bills to increase to about 4.2 percent by 2007
and to about 4.3 percent from 2008 to 2011. At that level, the real interest
rate on 91-day Treasury bills will be close to its historical average.

The yield on 10-year Treasury notes on November 14 was 4.61 percent, just
68 basis points above the (discount) rate on 91-day Treasury bills. This differ-
ence was very low relative to its historical average, and the Administration
expects it to increase gradually during the six-year forecast period. As a result,
yields on 10-year notes are expected to increase somewhat further, reaching a
plateau at 5.6 percent from 2009 onward.

The Composition of Income over the Long Term

A primary purpose of the Administration’s economic forecast is to estimate
future government revenues, which requires a projection of the components
of taxable income. The Administration’s income-side projection is based on
the historical stability of the long-run labor compensation and capital share of
gross domestic income (GDI). (GDI is the sum of all income components
and differs from GDP only by measurement error—which can be substan-
tial.) During the first three quarters of 2005, the labor compensation share
of GDI was 57.6 percent (according to the advance data available when the
projection was finalized), slightly below its 1963-2004 average of 58.1
percent. From this jump-off point, the labor share is projected to slowly rise
to 58.1 percent by 2011.

The labor compensation share of GDI consists of wages and salaries (which
are taxable), nonwage compensation (employer contributions to employee
pension and insurance funds—which are not taxable), and employer contri-
butions to social insurance (which are not taxable). The Administration
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forecasts that the wage and salary share of compensation will be roughly stable
during the budget window. One of the main factors boosting nonwage
compensation during 2002-2004 was employer contributions to defined-
benefit pension plans. As noted earlier, the National Compensation Survey
for 2005 shows a moderation of these contributions, suggesting that the
period of very rapid catch-up contributions may be behind us.

The capital share of GDI is expected to edge down from its currently high
level before stabilizing near its historical average. Within the capital share,
depreciation is expected to increase (a result of the strong growth of invest-
ment during the past three years). After adjusting for the temporary effects of
the hurricanes, profits in the third quarter of 2005 were about 11.6 percent
of GDI, well above their post-1959 average.

Book profits (known in the national income and product accounts as
“profits before tax”) jumped up in the first quarter of 2005 in large part
because of the termination of the temporary provision for expensing of equip-
ment investment under the Job Creation and Worker Assistance Act of 2002
and the Jobs and Growth Tax Relief and Reconciliation Act of 2003. These
expensing provisions reduced taxable profits from the third quarter of 2001
through the fourth quarter of 2004. The legacy of these expensing provisions
increases book profits from 2005 forward, however, because investment goods
expensed during the three-year expensing window will have less remaining
value to depreciate. The share of other taxable income (the sum of rent, divi-
dends, proprietors’ income, and personal interest income) is projected to fall
in coming years, mainly because of the delayed effects of past declines in long-
term interest rates, which reduce personal interest income during the
projection period. In addition, rental income has been—and is projected to
continue—trending down as a share of GDI.

Conclusion

The economy has shifted from recovery to sustained expansion, having
absorbed the effects of the third-quarter hurricanes and large increases in
energy prices. The economy is projected to settle into a steady state in which
GDP grows at its potential rate, the unemployment rate remains flat at a low
level, and inflation remains moderate and stable. Consumer spending remains
strong, businesses are continuing to invest, and exports are growing faster
than domestic production. Having said this, we must remember that
economic forecasting is difficult, and no doubt unforeseen positive and nega-
tive developments will affect the course of the economy over the next few
years. Given the economy’s fundamental strengths, however, prospects remain
good for continued growth in the years ahead. Nevertheless, much work
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remains in making our economy as productive as possible. Later chapters of
this Report explore how pro-growth policies, such as improving incentives in
health care, promoting free trade, reforming our retirement and tax systems,
and boosting the skills of the U.S. workforce can enhance our economic

performance.
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CHAPTER 2

Skills for the U.S. Workforce

A‘strong U.S. economy requires a skilled and well-educated workforce that
is prepared to meet the challenges presented by a rapidly changing world
economy. Research has found, for example, that countries with higher levels
of education and higher average math and science test scores experience faster
economic growth. For more than a half-century, the United States experi-
enced an extraordinary rise in education levels and still maintains one of the
best-educated populations in the world. But in recent years, improvements in
educational attainment have slowed. Today, for example, younger Americans
are less educated, on average, than their counterparts in a number of advanced
countries. In addition, U.S. high school students also score below students in
most other advanced countries in their math and science skills. To remain
competitive in the global economy, the United States needs to improve the
education and skills of its residents and prepare them for jobs that will be
available in the future.

This chapter discusses the importance of the education and skill levels of
the U.S. workforce, the contributions of legal immigrants to the skills of the
U.S. workforce, and the importance of upgrading workforce skills through
job training. The key points of this chapter are:

* Education is a key contributor to economic growth and individual

income.

* Advances in education levels have slowed over the past 25 years. This

slowdown could jeopardize the U.S. standard of living in years to come.

* Legal immigrants make up a vital part of the U.S. economy, particularly

in the science and engineering sectors.

* Workers need to continually upgrade their skills if they are to adapt to

and take part in a continually changing economy.

By setting its sights on improving the education and skills of U.S. workers,
the United States can create a workforce that will thrive in the fast-changing
world economy.

Educational Achievement in the United States

Both economic research and common sense suggest that workers’ skills play
a critical role in economic growth and individual well-being. In the past, rapid
increases in schooling levels helped to raise the U.S. standard of living, but in
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recent years improvements in educational attainment have slowed. Unless the
United States can improve the educational achievement of its residents, it may
be difficult to sustain rapid economic growth in the future.

Workforce Skills and the U.S. Standard of Living

Education and Income

Economic research suggests that educational attainment and test scores are
important at both the individual and the national level. At the individual
level, people with higher levels of education have higher earnings than people
with less education. In 2004, workers with a bachelors degree only (no
advanced degree) earned almost $23,000 more per year on average than
workers with a high school degree only (see Table 2-1). These differences have
grown over time: In 1975, workers with only a bachelor’s degree earned
$14,220 more per year (in 2004 dollars) than high-school educated workers.
According to a U.S. Census Bureau study, over his or her lifetime, a worker
with only a bachelor’s degree earns nearly $1 million more (in 2004 dollars)
than a worker with a high school degree only.

In addition to income, schooling levels are associated with other positive
economic and social outcomes. More-educated adults are less likely to be
unemployed or incarcerated than less-educated adults. More-educated adults
are healthier and have lower mortality rates than less-educated adults. They
are also more likely to have college-educated children, thereby passing the
benefits of higher levels of education on to future generations.

Studies have also shown that higher test scores are associated with higher
wages and more years of schooling. High school students with higher test
scores are more likely to attend college and, if they attend, are more likely to
graduate. Controlling for individuals’ educational attainment and family
background, those who score higher on achievement tests in high school have
higher wages later in life.

TABLE 2-1.— Average Annual Earnings by Education (2004 dollars)

1975 1990 2000 2004
Bachelor’s degree only .........ccccoeveeeverernieennns 39,065 43,591 54,396 51,568
High school degree only .......cc.ccooovvvrviernionen. 24,845 24,968 28,179 28,631
$ AIffErence ... 14,220 18,623 26,217 22,937
%6 QITFRIENCE ...vvvveeecicee e 57% 75% 93% 80%

Note: Data refer to all workers aged 18 and older.
Source: Department of Commerce (Bureau of the Census).
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Education and U.S. Standard of Living

Higher schooling levels and test scores do not just improve individual
outcomes, they also raise the standard of living for the country as a whole.
More-skilled workers are typically better at identifying, adapting, and imple-
menting ideas that lead to higher productivity growth. Productivity growth
raises the standard of living because it leads to real increases in workers’ wages.
Research has found that, all else equal, countries with higher levels of educa-
tion and higher average math and science test scores experience faster
economic growth. A recent study of U.S. growth between 1950 and 1993
found that one-third of productivity growth over this period was due to
increased levels of education.

Education and skills are critical for economic growth, but other factors,
such as openness to trade and government institutions that protect private
property, are also important. The United States tends to score highly in these
areas compared with its international peers, which may help to explain why
the United States has experienced faster economic growth than most other
advanced countries over the last decade.

Educational Attainment

For more than a half-century, education levels have been rising in the
United States. In 2004, about 85 percent of adults aged 25 and older reported
that they had completed high school; 28 percent of adults had attained a
bachelor’s degree or higher (see Chart 2-1). This is an extraordinary rise since
the mid-twentieth century, when only about 36 percent of adults had a high
school diploma and around 6 percent had a bachelor’s degree or higher.

This rapid rise in educational attainment came about mainly because, for
many years, each generation was more educated than the one before: Each
generation was more likely than the previous one to have completed high
school or attained a bachelor’s degree. As older, less-educated workers retired
and younger, more-educated workers entered the workforce, the overall
education level of the U.S. workforce grew rapidly.

Over the past 25 years, however, this pattern has changed. According to
some measures, younger generations have been no more educated than
previous ones. The share of U.S. residents aged 25-29 who have completed
high school has remained relatively constant over this time, staying within a
range of about 85 percent to 88 percent (see Chart 2-1). Over the same
period, the manner in which people complete high school has changed.
People counted as having completed high school include both those who
graduate from high school and those who receive a General Education
Development (GED) certificate or another alternative to a regular high school
diploma. (The GED is a certificate awarded to applicants who pass a specific,
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approved, high-school equivalency exam.) Over time, GED recipients have
made up an increasing share of this group. In 1999, of 18- to 24-year-olds
who had completed high school, about 11 percent obtained a high school
credential via a GED, up from 5 percent in 1988. While GED recipients are
counted as people who have completed high school, studies suggest that they
are not equivalent to high school graduates in their economic outcomes. For
instance, GED recipients have lower earnings and are less likely to obtain
post-secondary education than are high school graduates. These differences in
economic outcomes are of concern given that GED recipients make up an
increasing share of those who have completed high school.

Unlike the share of people who have completed high school, the share of
people aged 25-29 who have a bachelor’s degree or higher has continued to
rise. This share, however, is rising more slowly than it was 25 years ago. Over
the past 25 years, it rose 6 percentage points, from 23 percent in 1979 to
29 percent in 2004. In contrast, in the 25 years prior to 1979, it increased by
about 13 percentage points, or more than twice as much.

Although schooling levels, already relatively high in the United States, cannot
grow indefinitely, international comparisons of educational attainment suggest
that the United States still has great potential for increases in the schooling levels
of its residents. These comparisons show that younger U.S. residents have lower
levels of education than their counterparts in a number of other advanced

Chart 2-1 Educational Attainment by Age, 1947-2004

Schooling levels are no longer rising as quickly as in the 1950s and 1960s among people aged 25-29.
Percent
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Source: Department of Commerce (Bureau of the Census).
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countries. In 2002, for example, half of young people in Canada and Japan
had attained a college degree (an associate’s or bachelors degree or higher),
compared with 39 percent of young people in the United States.

Many students exit college without obtaining a bachelor’s degree. In 2004,
about one-quarter of adults had attended a post-secondary institution but had
not completed a bachelor’s degree. People who complete some college without
obtaining a bachelor’s degree are a diverse group. Some attain an academic or
vocational associate’s degree or certificate, while others drop out of college
without completing a single semester. Some attend a four-year college, while
others go to two-year community colleges. Among those with some college
but no bachelor’s degree, many began college immediately after completing
high school, while others are older workers who return to school for
additional training.

Educational Attainment by Race, Ethnicity, and Gender

Women tend to be more educated than men. Women are more likely to
have completed high school or obtained a bachelor’s degree or higher. In
2004, for example, about 31 percent of 25- to 29-year-old women had a
bachelor’s degree or higher, compared with 26 percent of their male counter-
parts (see Table 2-2). This is a fairly recent trend: Until 1991, men in this age
group were more likely than women to have a bachelor’s degree or higher.

Educational attainment differs widely by race and ethnicity. More than 90
percent of non-Hispanic white and Asian 25- to 29-year-olds have completed
high school, compared with 88 percent of blacks and 62 percent of Hispanics
in that age group (see Table 2-2). Racial and ethnic differences are even
larger for college completion: Among 25- to 29-year-olds, about 61 percent
of Asians have a bachelor’s degree or higher, compared with 35 percent of
non-Hispanic whites, 17 percent of blacks, and 11 percent of Hispanics.

TABLE 2-2.— Educational Attainment by Race, Ethnicity, and Gender, 2004

Share with high school | Share with bachelor’s
degree or higher degree or higher
87 29
93 35
88 17
62 11
96 61
BN 85 26
WOMBN ...ttt 88 31

Note: Data refer to noninstitutionalized population aged 25-29. Since data exclude incarcerated population,
they likely overstate educational attainment of U.S. residents.

Sources: Department of Commerce (Bureau of the Census).
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Schooling levels differ between natives and immigrants. In 2004, for
example, half of all adult Asian immigrants had completed a bachelor’s degree
or higher, compared with 28 percent of the overall adult U.S.-born popula-
tion. Latin American immigrants tend to have lower levels of schooling while
their children tend to improve upon the education attained by their parents.
According to the National Center for Education Statistics, for example, about
50 percent of Latin American immigrants aged 18-24 had completed high
school, while the high-school completion rate was 78 percent among their
U.S.-born children of the same age.

Math, Science, and Reading Skills in the United States
and Around the World

Educational attainment is an important measure of the preparedness of a
nation’s workforce, but it does not tell the whole story: Two people with the
same level of education may have very different skill levels. Similarly, a high
school diploma may not ensure that a student is competent in all areas. The
fact that growth in schooling has slowed in the United States might be less
worrisome if it were balanced by an improvement among the U.S. population
in other measures of skills.

One way in which the United States monitors the academic preparedness
and skills of its students is through standardized tests of math, science, and
reading. The United States participates in several national and international
tests for elementary and high school students. These tests shed light on how
the math, science, and reading skills of U.S. students compare to those of
students in other countries.

Table 2-3 ranks advanced countries by students’ scores on math and science
tests at different ages. The countries are ranked by average score, with the
highest scorers at the top. Not all countries participate in every test. So that
the country rankings can be compared at different ages, only countries that
participated in at least half of the tests are included in the table.

As the table shows, older U.S. students do worse relative to other advanced
countries than younger U.S. students do. At ages 9 and 13, the United States
generally places above the middle of the rankings on math and science tests.
By age 15, however, U.S. students are outperformed by most of their interna-
tional peers. Among students in their last year of secondary school, U.S.
students are at or near the bottom of the rankings. Country rankings from
international tests in reading, not shown in Table 2-3, are only available at
ages 9 and 15. In rankings of advanced countries similar to those shown in
Table 2-3 for math and science, U.S. students score above the middle of the
rankings in reading at age 9 but fall below the middle by age 15.

54 | Economic Report of the President



TABLE 2-3.— Rankings of Selected Advanced Countries by

Average Score on International Iests

Last year of
Aged Age 13 Age 15 secondary school
Math Science Math Science Math Science Math Science
Hong Kong  |Japan Hong Kong | Hong Kong |Hong Kong | Japan Netherlands |Sweden
Japan Hong Kong | Japan Japan Netherlands [Hong Kong | Sweden Netherlands
Netherlands | USA Netherlands | Netherlands [Japan Australia Norway Norway
USA Netherlands |Australia USA Canada Netherlands | France Canada
Italy Australia USA Australia Australia New Zealand | New Zealand | New Zealand
Australia New Zealand | Sweden Sweden New Zealand | Canada Australia Australia
New Zealand |ltaly New Zealand | New Zealand |France France Canada Germany
Norway Norway Italy Norway Sweden Sweden Germany France
Norway Italy Germany Germany Italy USA
Norway USA USA Italy
USA Italy
Italy Norway

Note: The last year of secondary school is 12th grade in the United States but varies in other countries.
In countries that track students, students in all tracks were tested in their last year of secondary school;
the last year may differ within countries for students on different tracks. Students who dropped out of school before
the last year of secondary school were not tested. Data are for 2003 except for last year of secondary school (1995).

Source: Department of Education (National Center for Education Statistics).

The United States has also conducted tests of its 9-, 13-, and 17-year-olds
in math and reading going back to the early 1970s. These test results show
that elementary school student scores have improved since the early 1970s,
especially in math, but the math and reading scores of 17-year-olds are essen-
tially unchanged. This discrepancy means that the United States has failed to
translate test-score gains among younger students into higher scores among
older students. There is little consensus as to why test scores have not
improved more among older students, but understanding the mechanisms
would be an important step in raising their educational achievement.

School Accountability and No Child Left Behind

In recent years, as a result of state initiatives and the No Child Left Behind
Act, states have implemented plans to enhance school accountability, with the
aim of improving student achievement. Under these “strict accountability”
plans, schools can be sanctioned (such as through loss of funding or manda-
tory restructuring) if their students do not meet performance standards. In
order for school accountability to work, student achievement must be meas-
ured in a quantifiable way that is comparable across students and schools. This
measurement is normally done through standardized tests, which are used to
quantify school quality in order to identify low-performing schools. These tests
allow parents to make meaningful comparisons between schools and make
informed decisions about the schools in which to enroll their children.
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Rigorous research into the effects of school accountability on student
performance is limited, but the results are promising. For instance, a 2004
study found that states implementing school accountability during the 1990s
experienced greater increases in students’ test scores afterward than states
without accountability. This study further found that only strict school
accountability led to higher student achievement.

In January 2002, the President signed into law the No Child Left Behind
(NCLB) Act, with the purpose of improving the performance of U.S.
students. NCLB aims to make schools more accountable for the performance
of their students. Under NCLB, each state sets standards for what students in
grades 3-8 should know in math and reading. (Science assessments will be
added by the 2007-2008 school year.) States must measure students’ progress
toward those standards through standardized tests. Schools must meet not
only an overall annual performance goal but also specific performance goals
for subgroups of students, such as racial, ethnic, and income groups. Schools
that do not eventually meet performance goals must allow students to transfer
to another public school, including charter schools, within the school district
and must offer supplemental educational services to students attending
schools in need of improvement.

NCLB accountability based on test scores mostly applies to grades 3-8.
Testing is now required only once in high school. The President has proposed
expanding accountability in high schools by requiring assessments in reading
and math for students in grades 9, 10, and 11. Expansion of testing in high
schools could help our high school students improve their performance
relative to their counterparts in other nations.

Immigrants in the U.S. Workforce

Legal immigrants are a critical part of the U.S. workforce. Although both
low- and high-skilled immigrants contribute to the U.S. economy, this
chapter focuses on high-skilled immigrants. Chapter 4 of the 2005 Economic
Report of the President covered immigration in greater depth, with a particular
focus on illegal immigrants, who tend to be low-skilled, as well as the
fiscal impact of immigration, immigrants and the U.S. labor market, and
immigration policy and the enforcement of immigration laws.

Immigrants living in the United States can be divided into four groups:
naturalized American citizens, immigrants who have become citizens by
passing a citizenship test and fulfilling other requirements; permanent
residents, immigrants who have “green cards” and the legal right to reside
permanently in the United States but have not become naturalized citizens;
temporary residents, people admitted to the United States temporarily for a
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specific purpose, including visitors, students, and temporary workers (referred
to as nonimmigrants by immigration authorities); and illegal immigrants,
people residing in the United States illegally. This chapter uses the terms
immigrant and foreign-born according to the Census Bureau’s definition: Any
person who is in the United States who was not a U.S. citizen at birth, that
is, was not born in the United States or of U.S. parents.

Immigrants are prevalent in every education group but are particularly
represented among the least-educated workers (those with less than a high
school degree) and among the most-educated workers (those with a doctoral
or professional degree). As U.S. workers have become more educated and
increasingly work in jobs requiring higher education levels, many low-skilled
jobs continue to be filled by immigrants. At the same time, high-skilled
immigrant workers are a significant part of the skilled U.S. workforce, espe-
cially in the science and engineering fields. Many of the nation’s university
and private research laboratories rely heavily on immigrant graduate students,
post-doctoral students, and researchers.

Immigrants in Science and Engineering

Innovation is crucial to U.S. economic growth and competitiveness, and
the United States is a leading innovator. Innovation depends, in part, on
scientific research, which in turn requires smart, creative people proficient in
science and technology. One way in which the United States is able to main-
tain its position as a leader in innovation is by attracting the best and the
brightest from around the world. Policies that welcome the world’s “best and
brightest” can contribute to future U.S. competitiveness. More than one-fifth
of America’s scientists and engineers come from abroad.

Chart 2-2 shows the share of immigrants among scientists and engineers
aged 25-44 by education in 1996 and 2002. Immigrants tend to come to the
United States as young adults, not as older workers. As the younger, more-
recent immigrants age, they should make up a larger share of older workers as
well. Thus, restricting Chart 2-2 to workers aged 25-44 provides a glimpse at
the future of the U.S. scientific workforce.

Immigrants make up an increasing share of the scientific workforce (see Chart
2-2). In 2002, immigrants made up about 24 percent of scientists and engineers
aged 2544, an increase from 17 percent in 1996. The higher the education level,
the larger the share of immigrants: Among scientists and engineers with only a
bachelor’s degree, 17 percent were immigrants (up from 11 percent in 1996),
while among those with doctoral or professional degrees, 43 percent were foreign-
born (up from 38 percent in 1996). Immigrants are especially prevalent in the
fields of engineering and math/computer science and in the physical/biological
sciences. Among those aged 25-44 with professional or doctoral degrees and
working in these fields, immigrants made up about half of workers.
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Chart 2-2 Foreign-born Share of Employment by Education among Scientists and Engineers,
1996-2002
Immigrants are over-represented among scientists and engineers.
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Note: Data refer to people aged 25-44 and exclude post-secondary teachers. The ending year for this chart is 2002
because occupational definitions were changed after 2002; the post-2002 occupational categories are not comparable to
earlier data.

Source: Department of Labor (Bureau of Labor Statistics).

International Science and Engineering Students

The United States is a top destination for science and engineering students
from around the world. In 2003, almost 150,000 students from abroad were
enrolled in science and engineering graduate programs at U.S. universities.
Nonetheless, new enrollment of such students has been falling. Between 2001
and 2003 (the latest year available), first-time international graduate student
enrollment in U.S. science and engineering programs declined by 13 percent.
This decline may be the result of increased training opportunities in other
countries and visa restrictions for foreign students and scholars put in place in
the United States following the September 11, 2001, terrorist attacks.

After completing their studies in the United States, some students return to
their countries of origin and others join the U.S. workforce. According to the
National Science Foundation, about three-quarters of non-U.S. citizens who
obtain science and engineering doctorates from U.S. universities plan to stay
in the United States, at least for the short term. In order to remain and work
in the United States, these students must get temporary work visas or
become permanent residents. This process is described in more detail in the
section below.
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Regulation of Legal Immigration

The H-1B Program

Temporary work visas allow foreigners to work in the United States for a
limited period of time. A commonly used temporary work visa for high-
skilled foreigners is the H-1B visa. The visa lasts for three years and is
renewable once, for a total stay of up to six years. U.S. employers hiring
H-1B workers must attest that they will pay the H-1B workers at least as
much as similarly employed U.S. workers and that the working conditions of
such workers will not be harmed. In order to hire an H-1B worker, U.S.
employers must also pay government fees of $1,435 to $2,185, depending on
the size of the firm, plus an additional $1,000 fee for faster processing of the
H-1B application. These costs help to ensure that employers are unlikely to
hire H-1B workers unless suitable U.S. workers are not available.

Almost all workers with H-1B visas have at least a bachelor’s degree, and
half have an advanced degree. H-1B visas have been particularly important to
the high-tech sector, with over half going to scientists, engineers, and people
in computer-related occupations. According to one study of H-1B workers,
many such workers do not come to work from abroad but are hired as they
graduate from U.S. universities.

The number of high-skilled temporary workers is constrained by the caps
on the H-1B program. The number of H-1B visas is capped at 65,000 annu-
ally for private companies seeking to hire high-skilled foreign workers, after
having been temporarily raised to 195,000 during 2001-2003. Since May
2005, an additional 20,000 visas have been available each year for foreigners
who have a U.S.-earned master’s degree or higher. H-1B workers are not
subject to the cap if they are employed at institutions of higher education, or
at nonprofit or governmental research organizations.

Since reverting to 65,000, the H-1B cap has been reached earlier and earlier
with each fiscal year. The cap for fiscal year 2004 was reached less than five
months into the fiscal year. The cap for fiscal year 2005 was filled on the first
day of the fiscal year, and in fiscal year 2000, the cap was reached almost two
months before the year even started. That the H-1B cap has been reached so
quickly suggests that it is no longer sufficient to meet U.S. demand for
high-skilled workers.

Some have proposed to increase the number of high-skilled workers by
replacing the current H-1B cap with a market-based cap. A market-based cap
would increase or decrease with demand for H-1B workers. If the cap were
reached in one year, the cap would be increased by a set percentage—say,
20 percent—the following year. If the cap were not reached in a given year, it
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would fall by a similar amount the next year. In this way, the number of
H-1B workers would depend on demand for such workers. Any such change
would require congressional action.

Employment-Based Green Cards

A temporary visa allows a foreigner to remain in the United States for a
specified period of time. To stay permanently requires becoming a permanent
resident. In determining who can become a permanent resident, U.S. immi-
gration law prioritizes family- and employment-based immigration. Under
family-based immigration, new permanent residents must be sponsored by
family members who are themselves U.S. citizens or permanent residents.
Under employment-based immigration, most workers must be sponsored by
their employer and have at least a bachelor’s degree. From 2000-2004, about
two-thirds of new permanent residents received their green cards through
family-based immigration, about 15% through employment-based immigra-
tion, and the remainder through various other programs such as those
for refugees.

Caps on employment-based green cards limit the number of high-skilled
foreigners who can become permanent residents. The cap is set at 140,000
visas per year, including visas for the workers spouses and children. Each
country’s nationals can make up no more than 7 percent of total immigrant
visas. These caps have led to long delays for applicants, especially for workers
from over-represented countries. For instance, some workers who became
eligible in January 2006 for EB-2 employment-based green cards (for workers
with advanced degrees or persons of exceptional ability) had applied for
permanent residence five years earlier.

A variety of proposals have been advanced for permanent employment-
based immigration to allow for more high-skilled workers and to reduce wait
times. Any changes to the cap on the number of employment-based green
cards would require legislative action. First, workers’ spouses and children
could be exempted from the cap, as is currently done for the H-1B program.
Spouses and children make up about half of the recipients of employment-
based green cards, so this change would roughly double the number of
workers able to get employment-based green cards. Second, the fixed 140,000
cap could be replaced with a flexible market-based cap that would increase or
decrease with demand for workers eligible for employment-based green cards.
Finally, under current policy, nationals of no single country can receive more
than 7 percent of green cards. This share could be raised to reduce the long
delays for employment-based green cards for applicants from countries with
large numbers of desirable, high-skilled workers. Careful enforcement of
limits on foreign nationals’ access to sensitive technology would provide
continued protection for our national security.
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Skilled Immigration and Innovation

Legal skilled immigrants play an important role in the U.S. economy. They
add to the process of scientific discovery, technology development, and
innovation, which in turn lead to greater productivity growth. Greater
productivity growth improves the standard of living for the U.S. population
as a whole.

A recent World Bank study attempted to quantify immigrants’ contributions
to innovation and the generation of new ideas, as measured by the number of
patents applied for or received in a given year. (Patents are a commonly used
proxy in studies of innovation.) According to the study, a 10 percent increase
in the number of graduate students from abroad, as a share of total graduate
students, increases the number of patents granted to U.S.-based universities,
firms, and other institutions by about 6-7 percent. Skilled immigrants overall
have a smaller but still positive effect: a 10 percent increase in the number of
skilled immigrants, as a share of the U.S. labor force, raises the number of
patents granted to U.S.-based institutions by about 1 percent. The results of
this study may be partly due to a higher concentration of foreign graduate
students in the science and engineering fields, as compared to domestic grad-
uate students who are found in a wide variety of fields including humanities
and liberal arts.

Skilled immigrants not only contribute to the innovation process
themselves, they also help train our own future innovators. The foreign-born
make up about one-fifth of science and engineering faculty at U.S. universi-
ties, including more than one-third of engineering faculty. As faculty, they
teach both undergraduate and graduate students, training the next generation
of U.S. scientists and engineers.

U.S. immigration law, by restricting the number of high-skilled immigrants
authorized to work and settle in the United States, limits how many foreigners
can contribute to the innovation process. Increasing the caps on the H-1B
program and on the number of employment-based green cards would allow
more high-skilled immigrants into this country. By welcoming more of the
best and the brightest from around the world, these changes to the caps would
enhance U.S. competitiveness and result in productivity gains for both immi-
grants and natives, raising the standard of living for the population as a whole.

Job Training

Education and learning do not stop when someone leaves school. Workers
need to continually upgrade their skills if they are to adapt to and take part
in a continually changing economy. Skills originally learned as a teenager or
young adult in high school or college can quickly become outdated. To
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remain competitive, workers need to keep their skills relevant, and job
training can be a useful way of doing that.

Job training comes in many forms. Often it occurs on the job, either
through formal programs run by the employer or through informal learning,
Some employers may also send their workers to post-secondary institutions
to receive training. Other workers will attend such institutions on their own
to keep their skills fresh for their current job, to improve their skills in order
to land a better job, or to upgrade their skills after being laid off.

The Role of Community Colleges

Workers often obtain training at community colleges, generally two-year
post-secondary institutions that offer certificates and associate’s degrees.
Community colleges play an important role in providing training to workers,
both directly and through employers. Of individuals age 30 and older
attending college, about half go to a community college, compared with one-
third of students of traditional college age. Some employers may reimburse
workers for regular courses taken at community colleges, while other
employers may contract with community colleges to offer courses tailored to
the employers’ needs. Workers may also attend community colleges on their
own, especially after a job loss. According to one recent study, about 15-20
percent of long-tenured, laid-off workers complete at least one community
college course around the time of their job loss.

Given that so much job training and retraining occur at community
colleges, it is important to know whether or not community colleges actually
help workers raise their earnings. Recent studies have found that community
colleges do contribute to workers' earnings. A year of community college
raises real annual earnings by around 6 percent. Community college also helps
laid-off workers. According to one study, in the long term, a year of commu-
nity college raises the earnings of long-tenured, laid-off workers by about
7 percent for men and even more for women, compared to similar workers
who do not enroll in community college classes. The earnings gains are higher
for workers who take technical, scientific, or health-related courses, and lower
for workers who take less quantitative courses.

One of the major sources of financing for community college students is
the Pell Grant program, a Federal government program that helps low-income
students attend college. In 2005, the Federal government spent about
$7 billion on Pell Grants for students in community colleges. In addition, in
2005, in order to help community colleges provide worker training, the
President proposed and Congress approved the creation of Community-based
Job Training Grants. The program has continued in 2006 with $124 million
in funding.
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Job Training Funding

In 2005, the Federal government spent nearly $15 billion (excluding Pell
Grants) on job training and employment programs. These programs assist
many workers in getting the training and other services they need to advance
their careers. However, these programs can be strengthened. The $15 billion
in job training money is spread among 9 different government agencies and
more than 40 different programs, most with their own rules, eligibility
requirements, administrative staff, and overhead costs. Much of this money is
not used to support job training programs but instead funds job referral
services or job search assistance.

To get more job training dollars into the hands of workers, eliminate
unnecessary duplication of services, and improve accountability, the President
has proposed consolidating several large job training and employment
programs into a single grant that would be used to provide job training
vouchers. These vouchers, known as Career Advancement Accounts, would
be administered by each state but controlled largely by the worker, who could
use the account to pay for education and training. The education and training
could take place either at post-secondary institutions or through apprentice-
ships or other work-based training. These accounts would complement, but
not duplicate, Pell Grant resources available to help workers further their
career education. States would be required to achieve Federal accountability
standards for job placement, employment retention, and earnings. By
reducing administrative costs and redirecting more money into job training
programs, the Career Advancement Accounts proposal would increase the
number of workers who receive the job training they need to upgrade their
skills and improve their employment prospects. Career Advancement
Accounts would also allow workers the flexibility to choose the training that
best suits their needs. They would not tie workers to any particular training
provider or location, thus providing workers with maximum flexibility.

Conclusion

Historically, high levels of education and skills in the United States have
boosted earnings for individual workers and fueled one of the most dynamic,
innovative economies in the world. In recent years, though, educational attain-
ment among young people has, by some measures, leveled off. The rapid
growth in schooling in the 1950s and 1960s, and the higher levels of educa-
tion attained by the younger residents in some of our international
competitors, prove that the United States can do better. Promoting a flexible
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and skilled labor force—through improved access to high-quality primary,
secondary, and post-secondary education, through policies that attract the
world’s best and brightest to our shores, and through investment in the contin-
uing education and training of our workforce—will ensure that the United
States remains a competitive leader in this rapidly changing world economy.
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CHAPTER 3

Saving for Retirement

ver the past few decades, concerns have mounted that Americans have

been preparing inadequately for retirement. Recent newspaper headlines
suggest that Americans have stopped saving and are at risk of sharp reductions
in both their private and public pension benefits. To be sure, these concerns
have some basis: The aggregate personal saving rate published in the National
Income and Product Accounts (NIPA) turned negative in 2005; high-profile
bankruptcies in airlines and other industries have led to substantial reductions
in retiree pension benefits; the collapse of technology stocks in the early 2000s
left many defined-benefit pension plans underfunded; and promised Social
Security benefits vastly exceed forecasted revenues. Understanding how these
events relate to retirement security is important if public policy is to respond
productively. This chapter builds such an understanding. The main points are:

* Most working-age Americans are on track to have more retirement wealth
than most current retirees. However, it is inherently difficult to assess
whether these preparations are adequate for most households, given that
incomes have also grown over time and people may have markedly
different plans for their retirement length and standard of living.

* The decline in an often-cited aggregate personal saving rate may not be
cause for alarm. Much of this decline can be attributed to spending trig-
gered by wealth increases from capital gains on housing and financial assets.

* There are, however, a number of risks to the retirement preparations of
Americans: People today are living longer and could face higher health-care
costs in retirement than members of previous generations. In addition,
Social Security and many defined-benefit pension plans are at risk.

* Both defined-benefit pensions and Social Security suffer from funda-
mental financial problems, which expose not just retirees but all U.S.
taxpayers to risk of substantial losses. The Administration is focused on
addressing these problems and protecting the Nation’s retirement security.

What Does “Retirement Preparedness” Mean?

Retirement preparedness is defined here as the accumulation of wealth
necessary to maintain a desired standard of living in retirement. Economists
tend to agree that individuals want to smooth consumption in retirement (i.e.,
limit the extent to which retirement will decrease their consumption).
However, individuals may have disparate views about how much they want to
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smooth consumption, when they plan to retire, and how much they intend
to work in retirement. Thus, two individuals, even with the same preretire-
ment standard of living, may have markedly different views about how much
wealth accumulation is adequate.

For the purposes of this discussion, we divide the wealth that individuals
can draw on in retirement into three categories: personal net worth, including
defined-contribution pension plans; employer-sponsored defined-benefit
pensions; and Social Security. (Retirement wealth also includes other expected
benefits, such as retiree health care from employers and Federal programs, but
such benefits fall outside the scope of this chapter.) Personal net worth is the
sum of the value of financial assets (e.g., stocks and bonds held in and out of
retirement accounts such as 401(k) plans, and savings accounts) and durable
goods (e.g., houses and cars) less the value of liabilities (e.g., credit card debr,
mortgages, and car loans). Net worth grows in part from personal saving—
the excess of after-tax income over consumption—and in part from
inheritances and capital gains on assets already owned. Some portion of
current workers’ net worth, however, may be drawn down before retirement.
For instance, households may liquidate financial assets or take out home-
equity loans to make tuition payments, pay health-care expenses, or offset
negative income shocks.

The other two sources of retirement wealth, employer-sponsored defined-
benefit pensions and Social Security, are sometimes referred to as retirement
income, since payments from both sources are periodic. Employer-sponsored
defined-benefit pensions generally increase with years of employment and
salary levels, while Social Security payouts tend to increase with retirement
age and average lifetime earnings.

The next section of this chapter considers how prepared households are for
retirement. Because the definition of retirement adequacy is somewhat
subjective, we focus primarily on cross-generational comparisons of retire-
ment-wealth accumulation. Cross-generational comparisons do not speak
directly to the adequacy of retirement preparations, but do shed light on the
related question of whether retirement preparations have deteriorated.

Estimates of Retirement Preparedness

This section begins with a brief description of the results from studies that
directly address the difficult question of whether retirement preparations are
adequate. The section then discusses cross-generational comparisons, begin-
ning with comparisons of net worth and ratios of net worth to income, and
then turning to comparisons of retirement income from defined-benefit
pensions and Social Security. The section concludes with a discussion of the
key limitations of cross-generational approaches.
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Studies that directly address the question of retirement adequacy typically
define adequate wealth accumulation as essentially that which is expected to
smooth consumption according to a particular model of individual prefer-
ences. Given that these studies make different key modeling assumptions, and
in some cases include different components of expected retirement wealth,
they have generated a wide range of results. Nevertheless, some recent studies
find that most baby-boom households have been preparing adequately. In any
case, conclusions about retirement adequacy based on these studies should be
regarded as suggestive only, given the inherent uncertainty surrounding
predictions of how much wealth is enough.

Comparing retirement wealth across generations, unlike evaluating the
adequacy of any one generation’s preparations, can be done without reliance
on subjective assumptions. One such cross-generational study of retirement
wealth contrasts the net worth (defined as above) of households in the baby-
boom generation (individuals born between 1946 and 1964) and generation X
(headed by individuals born between 1965 and 1976) with that of households
in the pre-baby boom generation (headed by individuals born between 1925
and 1945). The study considers the net worth of the heads of these households
when they were between 25 and 34 years old. Controlling for age is essential
given that individuals tend to save at different rates over their lifetimes.

The study finds that baby-boom and generation-X households tend to have
more net worth than pre-baby-boom households had when they were roughly
the same age. As shown in Table 3-1, the median net worth of pre-baby-boom
households at ages 25-34 was $6,072 in 1998 dollars. In contrast, the median
net worth of baby-boom and generation-X houscholds was, respectively,
$19,504 and $15,500 in 1998 dollars. The somewhat lower median net
worth of generation-X households mainly reflects their higher debt burdens.
The table also reveals that baby-boom and generation-X households with
heads of all types—low or high education, married or single—were better off
than pre-baby-boom households.

We might also want to compare household net worth to income for each
generation to see whether saving rates have kept pace with increases in
income. Intuitively, households with greater wealth-to-income ratios will be
better able to maintain preretirement living standards when they retire. As
shown in Table 3-2, the same study also finds that median net worth-to-
income ratios are higher for the baby-boom and generation-X households
than for the pre-baby-boom households, and these gains were experienced by
a wide range of demographic groups.

Finally, we can compare the median expected retirement income of baby-
boom households with that of generation-X households. The study finds that
median expected retirement income (including predicted defined-benefit
pension and Social Security payouts in inflation-adjusted dollars but not
personal net worth) for generation-X households is greater than that for
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TABLE 3-1.— The Median Value (in 1998 dollars) of Net Worth
for Households Headed by a 25- to 34-Year Old—
Differences by Homeownership, Marital Status, and Education

Median
Pre-Baby Boom Baby Boom Generation X
Homeowners $25,594 $60,521 $43,100
Nonhomeowners...... 982 4,699 3,300
Less than high school. 815 4,658 2,500
High school graduate . 10,044 17,195 17,920
College graduate 23,953 36,569 30,020
Married ........... 9,165 31,677 34,501
Not married 0 7,160 5,750
All households $6,072 $19,504 $15,500

Note: Government Accountability Office analysis based on data from the Survey of Consumer Finance. Households
between the ages of 25 and 34 in 1962, 1983, and 1998 belong, respectively, to the “Pre-Baby Boom,” “Baby Boom,”

and “Generation X.”

Net worth is equal to assets minus liabilities. Assets include IRAs, 401(k)s, 403(b)s, and other thrift-type plans,
as well as savings accounts, mutual funds, stocks, bonds, and durable goods. Liabilities are from credit card debt,

installment loans, and housing debt.
Source: Federal Reserve Board.

TABLE 3-2.— Median Value of Wealth-to-Income Ratios

Jfor Households Headed by a 25- to 34-Year Old—
Differences by Homeownership, Marital Status, and Education

Median
Pre-Baby Boom Baby Boom Generation X
Homeowners 0.641 1.343 1.044
Nonhomeowners ..... 0.052 0.167 0.151
Less than high school.. 0.029 0.216 0.159
High school graduate .. 0.278 0.525 0.586
College graduate.... 0.510 0.799 0.743
Married........... 0.261 0.755 0.742
Not married 0.000 0.299 0.268
All households 0.214 0.562 0.523

Note: Government Accountability Office analysis based on data from the Survey of Consumer Finances. Households
between the ages of 25 and 34 in 1962, 1983, and 1998 belong, respectively, to the “Pre-Baby Boom,” “Baby Boom,”

and “Generation X.”

Net worth is equal to assets minus liabilities. Assets include IRAs, 401(k)s, 403(b)s, and other thrift-type plans,
as well as savings accounts, mutual funds, stocks, bonds, and durable goods. Liabilities are from credit card debt,

installment loans, and housing debt.
Source: Federal Reserve Board.
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baby-boom households. A second, less sanguine, result is that if the Social
Security system’s expected funding shortfalls are resolved by gradually
reducing retirement benefits (notably, not the Administration’s proposed solu-
tion) and thus lowering benefits for generation X more than for the baby
boomers, then the median expected retirement incomes of generation-X and
baby-boom households are about the same. This implies that, in terms of
retirement income relative to preretirement income, generation-X households
have not kept pace with the baby boomers.

The results shown above have a few important limitations. First, cross-
generational comparisons fail to adjust for the possibility that current
generations may live longer and could face higher health-care costs in retire-
ment than previous generations. As a result, current workers may need more
retirement wealth than previous generations. On the other hand, longer life
expectancies may encourage current generations to work longer than previous
generations, which, all else equal, would lower retirement-wealth needs.

Another limitation of these cross-generational comparisons is that they
consider only a relatively early period in each generation’s lifecycle (although
they allow the inclusion of more recent generations). However, studies that
compare somewhat older households from the baby-boom generation to
recent retirees find similar conclusions. Nevertheless, retirement preparations
of today’s Americans may veer off track as they age if they stop saving or if
financial-asset returns, house-price gains, or defined-benefit pension and
Social Security payouts turn out to be less than expected. The next section of
this chapter addresses some of the key risks to retirement preparations.

The Risks to Retirement Preparedness

Three risks to retirement wealth are discussed in this section: first, the risk
to household net worth created by the negative level of the personal saving
rate, as measured in the National Income and Product Accounts (NIPA);
second, the risk to defined-benefit pension plans created by underfunding, in
part due to investments in risky assets; third, the risk to Social Security from
the aging of the population and other structural problems.

Are Low Saving Rates Putting Household Net Worth
at Risk?
The NIPA personal saving rate is the difference between the household

sector’s after-tax personal income (disposable income) and personal consump-
tion, expressed as a percentage of disposable income. As a technical matter,
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the household sector includes nonprofit institutions. The NIPA personal
saving rate was constructed as a measure of the household sector’s contribu-
tion to national saving—funds set aside from the economy’s current
production to finance investment (see Chapter 1, entitled The Year in Review
and the Years Ahead, and Chapter 6, entitled The U.S. Capital Account
Surplus, for more discussion of the national saving rate). However, the NIPA
personal saving rate is widely cited in newspapers as a gauge of retirement
preparedness. The discussion here details the NIPA saving rate’s limitations as
a measure of the extent to which households are adding to their retirement
wealth. The goal of the discussion is to assess whether the decline in the
NIPA personal saving rate reflects a widespread deterioration in household
retirement preparations.

Chart 3-1 illustrates the decline in the NIPA personal saving rate. The
saving rate is volatile from quarter to quarter but has been trending down at
a relatively constant rate of about 0.5 percent per year since the early 1980s.
In the fourth quarter of 2005 (the most recent quarter for which data are
available), the NIPA personal saving rate was -0.4 percent, not far above the
post-World War II low observed in the third quarter.

Chart 3-1 Personal Saving as a Percentage of Disposable Personal Income
The saving rate has declined from 10 percent to a bit below zero over the past 25 years.

Personal saving, percent of disposable personal income (seasonally adjusted)
15

-5
1980 1985 1990 1995 2000 2005

Note: Shaded areas indicate recessions.
Source: Depariment of Commerce (Bureau of Economic Analysis).
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However, the relationship between the personal saving rate and households’
wealth accumulation is not always close. Household net worth is what matters
for retirement, but the NIPA personal saving rate is not equal to the change
in household net worth. First, the NIPA personal saving rate excludes the
acquisition of consumer durables, a component of household net worth.
Second, while business saving (such as businesses’ retained profits) is ulti-
mately owned by households, it is also excluded from NIPA personal saving.
Third, and arguably most important, the NIPA personal saving rate excludes
capital gains on financial and other assets (e.g., the increase in the value of a
house); however, taxes on capital gains, which reduce the saving rate, are
included in the computation of personal saving. The exclusion of capital gains
is particularly problematic because capital gains may encourage households to
consume more, which in turn drives down the measured saving rate. In other
words, capital gains may be reflected in the data as reductions in saving, even
though these gains add to household wealth on net—though some might
argue that these gains can be illusory.

Do Wealth Gains Explain the Decline in the NIPA Personal
Saving Rate?

The consumption-wealth effect (i.e., the tendency to consume more as
wealth increases) has been the subject of numerous empirical investigations.
Studies find that an additional dollar of wealth tends to lead to a permanent
rise in the level of household consumption of about 2 to 5 cents. The link
between aggregate wealth and spending has proved to be one of the more
enduring relationships in macroeconomics.

Estimates of the consumption-wealth effect suggest that it can explain a
sizable portion of the decline in personal saving since the mid-1990s. As shown
in Chart 3-2, the ratio of household net worth to disposable income has risen
from about 440 percent in the early 1980s to about 550 percent in the third
quarter of 2005. This measure of household net worth, obtained from the
Federal Reserve’s Flow of Funds Accounts, is the difference between household
assets—including defined-benefit pension wealth—and household liabilities.
The ratio moved up and down with the rise and collapse of the stock market
in the late 1990s and early 2000s and then rebounded more recently along
with rising house prices and stock market gains. An estimate of the impact of
these wealth gains on the NIPA personal saving rate is shown below in
Chart 3-3. Under the assumption that an additional dollar of wealth leads to
a $0.035 permanent rise in the level of consumption (the middle of the range
cited above), the chart shows that the personal saving rate would have declined
about half as much since 1980 if household wealth had grown at the same pace
as disposable income (keeping the ratio constant) over that period.
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Chart 3-2 Household Net Worth as a Percentage of Disposable Income
Since the mid-1990s, net worth has increased on balance relative to disposable income.
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Note: Shaded areas indicate recessions.
Source: Federal Reserve Board.

Chart 3-3 Household Saving Rate as a Percentage of Disposable Income

If wealth only grew as much as disposable income since 1994, the saving rate would have declined
substantially less.

Percent of disposable income
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Note: Shaded areas indicate recessions. The difference between the two lines reflects additional consumption
triggered by wealth gains. The calculation assumes that a $1 change in wealth leads to a total of $0.035 change in
consumption over a two-year period.
Sources: Department of Commerce (Bureau of Economic Analysis) and Federal Reserve.
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Are Saving Rate Declines Widespread?

Yet another limitation of the NIPA personal saving rate as a measure of
households’ wealth accumulation is its aggregate nature; as such, it masks
possible differences in behavior by households at different income levels.
Understanding the saving dynamics in different parts of the income
distribution requires household-level data on saving.

However, household wealth at the individual level is difficult to track over
time. One study thus employed an innovative approach to circumvent various
data problems and found that the saving rate, using NIPA definitions, for
households in the upper two-fifths of the income distribution declined over
the 1990s, while the saving rate for households in the middle fifth remained
relatively steady, and the saving rate for households in the bottom two-fifths
actually increased. Given that high-income households almost certainly expe-
rienced the majority of capital gains in the 1990s, these results suggest that
the net worth component of retirement wealth may not be at risk. Relatively
high-income households may have accumulated net worth from capital gains,
while other households may have accumulated net worth by saving.

Opverall, the above discussion of household saving suggests that the net
worth component of retirement preparedness may not be in jeopardy. The
NIPA personal saving rate is a potentially misleading measure of households’
wealth accumulation. Moreover, much of the recent decline in the NIPA
personal saving rate may reflect consumption increases that were triggered by
capital gains on stocks and real estate. Finally, some evidence suggests that the
decline in household saving rates has not been widespread but may have been
concentrated among higher-income households.

Policy Reforms

While the net worth component of retirement wealth does not appear to
be in jeopardy, policy reforms can still productively reduce impediments to
saving. Under current law, interest income is taxed, creating a disincentive for
households to set aside funds for retirement. This disincentive is mitigated to
some extent by policies that afford favorable tax treatment to various types of
retirement accounts (e.g., IRA and 401(k)). However, restrictions on these
accounts limit their value as retirement-saving vehicles. To make these
accounts more effective, Congress passed legislation that increases contribu-
tion limits and makes retirement assets more portable. In addition, the
Administration has proposed simplifying the retirement account system in
two important ways: (1) creating a single Retirement Savings Account (RSA)
to replace the three types of Investment Retirement Accounts (IRAs)
currently in place; and (2) creating a Lifetime Savings Account (LSA) that
could be used for a variety of purposes, including retirement saving (see
Chapter 5, entitled The U.S. Tax System in International Perspective, for
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additional discussion of tax recommendations in the President’s Budget).
Another impediment to saving may be limited financial knowledge. The
Department of the Treasury is actively engaged in campaigns to improve
financial literacy. In addition, the President has instructed the Federal Deposit
Insurance Corporation (FDIC), the Small Business Administration (SBA),
and the Treasury Department to work with consumer groups to ensure that
financial literacy is widespread.

Defined-Benefit Pensions

Historically, defined-benefir pension plans have been an important part of
retirement preparedness. These employer-sponsored plans compensate
retirees through a specified monthly benefit, which tends to vary with salary
and years of service. In addition, most plans sponsored by private employers
are guaranteed in part by the Pension Benefit Guaranty Corporation, and
those sponsored by public employers are ultimately backed by the ability of
states to levy taxes. As such, “DB” plans may appear more stable than increas-
ingly prevalent “defined-contribution” plans (such as 401(k) plans), which
explicitly depend on employee contributions, tie benefits more directly to
market performance, and may expose retirees to longevity risk (the risk of
outliving retirement resources).

Defined-benefit plans can, nevertheless, carry considerable risk. This risk
comes from employers (1) contributing less to plans than what is promised to
employees (funding risk), (2) investing contributions in a hazardous manner
(portfolio risk), and (3) encountering financial distress (bankruptcy risk) in the
case of private employers. When these risks are realized, beneficiaries and
taxpayers can be exposed to substantial and oftentimes unanticipated losses.

An early example of these problems comes from the 1960s landmark case
of Studebaker Corporation. When this former carmaker defaulted on its
defined-benefit plan, it left about 11,000 participants without most or any of
their pensions. These losses eventually led Congress to set minimum stan-
dards for private pension plans via the Employee Retirement Income Security
Act (ERISA) in 1974.

ERISA gave rise to the Pension Benefit Guaranty Corporation (PBGC),
which now partially insures the pensions of over 34 million workers and
retirees. The PBGC largely funds itself with premiums from private-sector
sponsors of defined-benefit plans (i.e., employers). When an employer
becomes financially distressed, the PBGC may take control of the plan’s
management and use the plan’s assets and its own funds to pay retirees a
capped portion of their promised benefits. Employees in contemporary cases
like the bankruptcy of United Airlines filed in 2002 are thus less exposed to
defined-benefit risks than were employees in cases like Studebaker.
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Despite this insulation, employees with defined-benefit pension plans
sponsored by private employers remain exposed to considerable risks. As of
2005, for example, the limit on PBGC insurance increased with retirement
age, and topped out at about $46,000 per year. Employees whose plans
default can thus incur considerable losses when their promised benefits exceed
these limits. United’s workers, for example, expect to receive about 80 percent
of their earned benefits, and thus stand to lose more than $3 billion of total
promised benefits. In addition, as the following sections show, the combina-
tion of inadequate protections and a series of pension defaults has left the
PBGC with insufficient funds for paying even these limited claims.
Consequently, if losses overwhelm the pension insurance system, Congress
may step in and pass the bill to taxpayers.

For defined-benefit plans sponsored by public employers, the taxpayer
exposure is even more direct. Recall that the PBGC only insures plans spon-
sored by private employers. In the event that a publicly sponsored plan’s assets
are insufficient to pay benefits, absent renegotiation of benefits, such plans
could only be made whole with the support of state-level tax revenues.

Employee Exposure to Defined-Benefit Risks

Recently, market fluctuations and the rules that govern how employers
participate in the defined-benefit system appear to have turned risks into
reality. Decreasing interest rates and stock market valuations, coupled with
the exposure of pension plan assets to market fluctuations, coincided with a
marked increase in the underfunding of defined-benefit plans. Underfunding,
in turn, increased expected defaults on pension obligations, putting both
workers and the pension insurance program into jeopardy.

In the case of privately sponsored pensions, the value of assets set aside to
fund retirement obligations began to decrease in 2000 while the value of
promised benefits began to increase. The total underfunding of private
pension plans grew from less than $50 billion at the end of 2000 to over $400
billion today. At the same time, as Chart 3-4 illustrates, PBGC’s capacity to
insulate workers from employer defaults turned from a $10 billion surplus in
2000 into a deficit that now totals more than $20 billion.

This deterioration can plausibly be attributed to the exposure of pension
plan portfolios to coincident decreases in both interest rates and stock market
valuations. A decrease in interest rates can contribute to this problem by
increasing the measured present value of a pension plan’s promised benefits. A
decrease in stock market valuations can further contribute by weakening the
ability of plan investments to pay benefits.

To see this relationship, suppose that an individual wants to buy a new
appliance next year for $500, and consider how much must be saved today to
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Chart 3-4 Funding Status of the Pension Benefit Guaranty Corporation
The PBGC's funding status has worsened significantly since 2000.
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Source: Pension Benefit Guaranty Corporation.

fund this purchase. The answer depends on how much interest these savings
will earn: As this interest increases, the savings that are necessary to fund the
future purchase decrease. Extreme cases are illustrative: One would have to
save $500 today if the interest rate is 0 percent, but only $250 if it is
100 percent. This example reflects a more general relationship: When interest
rates decrease, the present value of future obligations increases.

For pensions, this relationship implies that employers must set aside more
funds to meet pension obligations when interest rates decrease. The decrease
in interest rates that started late in 2000 thus threatened the funding status of
defined-benefit pension plans.

A simultaneous decrease in stock market valuations from the peaks of the
late 1990s appears to have furthered this threat. At the same time that
interest-rate changes were increasing the value of employers obligations, a
decrease in stock market valuations was diminishing the value of assets that
employers had set aside to fund those obligations. Together, these changes
coincided with the marked weakening in the funding status of both defined-
benefit plans and the PBGC.
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While market fluctuations appear to have been an important contributor
to these woes, they could be made less so. To see why, recall from above that
the PBGC manages the pension plans it receives from financially distressed
employers. In doing so, it reduces exposure to interest-rate fluctuations by
matching investment payoffs with the timing of employee benefits. The value
of plan assets and liabilities will tend to move more closely together under this
strategy of duration matching than they would under the strategies that
employers appear to have used.

Taxpayer Exposure to PBGC’s Deficit

The recent spike in underfunding has also exposed taxpayers to the
prospect of making up for the PBGC’s deficit (recall that this exposure is
more immediate for publicly sponsored plans). While the PBGC’s liabilities
are not explicitly backed by the Federal government, a future Congress might
decide that a taxpayer bailout is preferable to a PBGC default. Indeed,
taxpayers exposure to the PBGC’s deficit is especially concerning since the
manner in which it evolved mimics how the 1980s savings and loan (S&L)
crisis developed.

Like the insurance that PBGC offers, the insurance offered to depositors at
financial institutions can provide important benefits. But if they are not
prudently managed, these insurance programs can fall prey to moral hazard
(explained in Chapter 9, The U.S. Financial Sector) and thus expose taxpayers
to an undue liability. In the 1980s, for example, loose regulatory oversight let
savings and loans overly expose themselves to market fluctuations (such as
changes in real-estate values and interest-rates) and ultimately left insufficient
funds for paying off depositors. Depositors did not fully bear the burden of
this underfundng, however. Instead, the Federal Savings and Loan Insurance
Corporation (FSLIC) insured depositors in much the same way that PBGC
covers retirees.

In an analogous manner to the current pension situation, market fluctuations
and regulatory difficulties not only helped increase the rate at which deposi-
tors drew on this insurance, they also compromised FSLIC’s capacity to pay
insurance claims. Like the PBGC, FSLIC was structured to be self-financing.
Nevertheless, taxpayers ultimately paid about $150 billion for the financial
losses of failed institutions.

The PBGC faces a situation that is similar to what plagued FSLIC. Waiting
to implement productive reforms magnified taxpayers’ burden in bailing out
the S&L industry. Postponing the issue of underfunded pension plans can
likewise make matters worse for pensioners and taxpayers. According to testi-
mony by the PBGC’s executive director, the PBGC’s present $23 billion
deficit could grow toward $80 billion over the next ten years. Without
prompt and effective action, taxpayers may thus find themselves bailing out
yet another “self-financed” public insurance program.
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Policy Reforms

Prompt action, grounded in good economics and informed by lessons
learned from similar financial crises, can keep the current pension problem
from becoming even more burdensome. To help the private pension system
move in this direction, the administration has proposed to strengthen the
requirements for funding privately sponsored pension plans and improve the
manner in which plan sponsors disclose information. State-level policies that
would address the problems with plans sponsored by public employers are at
an earlier stage of development.

Current funding and disclosure rules can allow privately sponsored pension
plans to appear healthier than they actually are. Reforms such as restricting
the use of “credit balances” could help enhance funding adequacy and trans-
parency. Under present law, employers receive credit for contributions that
exceed minimum requirements and can later use those credits in lieu of actual
contributions. This treatment is problematic. For example, excess contribu-
tions are characterized as earning interest even if the assets in which those
contributions were invested lose value. Moreover, credit balances can delay
plan sponsors from addressing funding problems and thus let even grossly
underfunded employers forgo actual contributions.

Limiting private employers™ ability to use an average interest rate to value
plan liabilities could also strengthen funding and improve transparency.
Recall that, as interest rates decrease, the present value of an employer’s
pension obligations increases. Current law lets employers use a moving
average of these rates spread out over several years, however, and thus mutes
the near-term effect of an interest-rate decrease on an employer’s contribution
requirements.

To see this effect, suppose that employers can use a two-year average, and
that interest rates decrease from 6 percent to 5 percent. Using an average rate,
employers could discount their future obligations at 5.5 percent. But if
employers had to use the current rate of 5 percent, they would have to
increase contributions by more, and do so more quickly. Averaging the
discount rate can thus cloud the picture of a plan’s status.

The Administration has similarly proposed limits on the ability of private
employers to smooth reported fluctuations in the value of their plan-assets.
Coupled with the related proposal for plans to accurately address the timing of
benefit payments, this reform could reduce the portfolio risks that are charac-
terized above as the proximate cause of the system’s weakened funding status.

Finally, the administration has proposed to increase funding targets,
measure the performance of plans in a uniform manner, and update assump-
tions like those of mortality. These reforms, like the others discussed above,
would enhance the integrity of the defined-benefit system, and should be
uniformly applied across plan sponsors. Doing otherwise would give some
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economic sectors, or firms within a sector, an artificial advantage. Economic
performance could deteriorate as scarce resources flow not to their most
productive uses, but to their most politically-favored uses. In addition,
exempting certain sectors or firms could exacerbate the underfunding
problem by breathing artificial life into risky plans and thus further exposing
workers, retirees, and taxpayers to economic risk.

Social Security

Along with personal savings and employer-provided pension plans, Social
Security has long stood as a pillar of retirement security. A response of
Franklin D. Roosevelt’s administration to the Great Depression, the Social
Security Act was signed into law on August 14, 1935, and first issued monthly
retirement checks in January 1940. At that time, about 200,000 retirees
received aggregate benefits valued at about $35 million. Since then, both the
number of beneficiaries and the level of benefits has steadily grown. In 2004,
more than 47 million beneficiaries received a total of about $493 billion
through the Old Age, Survivor, and Disability Insurance programs (OASDI).

These benefits are funded by taxes on wage income. In an accounting sense,
employers and employees equally share this funding by contributing
6.2 percent of taxable payroll each. Since employers focus on the total cost of
labor, however, workers bear most of this combined 12.4 percent tax. For each
worker, this tax applies to payroll beneath a ceiling that annually adjusts with
the average wage index. That ceiling, which stood at $90,000 in 2005,
increased to $94,200 for 2006.

laxpayer Exposure to an Increasingly Large Social Security Burden

The overall cost of Social Security is substantial. The Office of
Management and Budget (OMB) estimates that Social Security transfers
amounted to 4.2 percent of GDP in 2005. During the coming decades, Social
Security’s share of GDP is expected to increase, reaching 6 percent in 2035.

In the short term, this increase will largely come from the retirement of
baby boomers, which begins in 2008. It will persist in the long run, however,
due to a combination of relatively low fertility rates and relatively high life
expectancies. These factors will push the ratio of workers to retirees down
from its current level of 3.3 to 1 to around 2 to 1 by the time that most baby
boomers retire.

Since the benefits of those currently retired mostly come from taxes on
those currently working, these developments will create considerable pressure
to increase payroll taxes. Indeed, the Social Security Administration’s
actuaries estimate that, starting in 2017, the systems annual cost will
exceed its total tax income (which includes taxes on payroll and Social
Security benefits themselves).
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From an accounting perspective, Social Security can still fully fund benefits
at this point because the system has run surpluses since 1984, holding special
Treasury bonds as IOUs. Although they are assets to the Trust Fund, however,
these IOUs are equally debt to the Federal government, and thus an obligation
that faces taxpayers.

The actuaries estimate that without legislative action, the Trust Fund’s
IOUs will run out by 2041, leaving a system that can fulfill only 74 percent
of currently scheduled benefits. Even more, promised Social Security benefits
from 2005 to 2080 are expected to exceed the sum of revenues and Trust
Fund 10Us by $4 trillion in present value. Given these mounting costs,
taxpayers and workers would be better off dealing with this problem now
rather than later.

Social Security reform has been on the national radar for decades (see Box
3-1). Notably, former President Clinton convened an Advisory Council
which, in 1996, released several recommendations. Two of the three plans
supported by the Advisory Council involved some kind of voluntary personal
retirement accounts (through publicly held individual accounts in one case
and privately administered personal accounts in another), and the other plan
also envisioned moving to a system of advance funding, albeit through
government-directed investment in equities. Importantly, the longer it takes
to initiate reforms, the greater any changes must be, because they will be
shared by fewer generations.

Policy Reform: Progressive Indexing

Projections suggest that, under current law, the Social Security system will
soon be unable to pay for itself. Many of the proposals to address this problem
fall short of a productive and durable reform. Removing the cap on wages that
are subject to the payroll tax, for example, would not only increase contribu-
tions to the system but also increase the system’s promised benefits in the long
term. Progressively reducing future benefit growth, on the other hand, may
strike an attractive balance by closing roughly two-thirds of the system’s long-
range annual cash shortfalls while maintaining the system’s capacity to act as
a social safety net.

Initial benefits for new retirees are currently indexed to wage inflation
rather than price inflation. Since wages typically increase at a faster rate than
prices (reflecting gains in productivity), wage indexation results in increas-
ingly large benefits in real dollar terms. Progressive indexing would decrease
the rate of benefit growth for individuals whose lifetime earnings are the
highest (less than the highest 1 percent of all wage earners) by linking their
benefit growth to price increases. At the same time, it would maintain the
current law’s more generous benefit-growth rate for individuals whose lifetime
earnings are relatively low. Benefits of retirees in the upper 70 percent of the
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Box 3-1: Earlier Attempts to Shore Up Social Security

Congress has responded to developing problems with Social
Security finances in the past. For example, both 1977 and 1983 saw the
signing of significant amendments to improve the system’s deterio-
rating financial condition.

Why were the system'’s finances deteriorating then, and why are they
continuing to do so today? There are several answers. First, the 1972
amendments to Social Security effectively indexed benefit growth for
those working at the time to both wage and price inflation, essentially
providing two cost-of-living adjustments. This double-benefit indexa-
tion was amended in 1977 to establish the current method of wage
indexation. But while wage indexation addressed the double-indexa-
tion issue, some experts warned that, coupled with demographic
changes, it would still require future taxpayers to shoulder larger Social
Security tax burdens than is required today.

Second, the economic projections following the amendments of
1972, 1977, and 1983 proved overly optimistic. From 1972 to 1976, for
example, real wages grew by nearly 11 percent less than expected,
resulting in lower than anticipated growth of the payroll income base
on which Social Security taxes were collected. Similarly, from 1977 to
1981, real wages decreased by about 6.9 percent rather than increasing
by 12.9 percent as projected. Assumptions made following the 1983
reforms were not as far off as those of 1972 and 1977, but are nonethe-
less responsible for some of the overstatement of Social Security’s
financial strength. Consequently, although the year for the exhaustion
of the Trust Fund was forecast to be 2063 in 1983, it has been pushed
forward and now stands at 2041.

Third, and perhaps most importantly, the 1983 reforms did not attain
sustainable solvency. The 1983 reforms envisioned several decades of
Social Security surpluses, followed by several decades of large and
growing deficits. This meant that with the passage of time, Social
Security would again become financially imbalanced. Even as early as
the 1985 Social Security Trustees’ report, it could be seen that the
system was again heading out of long-term balance. This is one reason
why a number of bipartisan commissions have since recommended
that future Social Security reforms place the program on a sustainable,
as opposed to merely a solvent, footing.
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distribution would depend on a combination of price and wage increases. The
system would be progressive because benefit growth would slow the most for
those with higher earnings. This method of benefit growth would let future
retirees enjoy benefits that are higher than those paid today while eventually
ensuring that no person who works a full career would retire with a Social
Security benefit below the poverty level.

Progressive indexing would slow the benefit-growth rate for high-income
individuals in a manner that strongly pushes the system toward solvency. In
addition, by maintaining a relatively fast rate of benefit growth for low-
income individuals, progressive indexing would further protect retirement
incomes from falling below the poverty level.

Policy Reform: Personal Accounts

The traditional Social Security system largely funds retirement benefits by
transferring payroll taxes from current workers to beneficiaries. In addition to
being subject to the risk of insolvency (which, as explained above, can be
addressed in part through progressive indexing), this type of pay-as-you-go
system runs the risk of future workers voting to cut back on their contribu-
tions. This risk may be considerable, as additional changes needed to restore
solvency would leave future retirees with substantially smaller benefits than
the current system’s promises.

This problem comes in large part from a system that relies on future
generations to fulfill promises made today. By letting individuals pre-fund
their retirements, personal accounts allow current generations to rely in part
on their own savings, rather than solely upon contributions that future
generations may be unwilling or unable to make.

Because this issue is separate from that of solvency, personal accounts need
not (and under the President’s proposals, would not) adversely affect the
system’s long-term finances. If traditional benefits are offset by the amount
that individuals could obtain by investing in low-risk assets, such a reform
can be made approximately neutral with respect to the capacity to fulfill
remaining traditional benefits. Such offsets are said to be roughly neutral on
an actuarial basis because they leave (1) beneficiaries who remain wholly
invested in government bonds with the same expected future benefit and (2)
the Trust Fund with nearly the same expected long-term balance.

While they leave the long-term balance mostly unchanged, allocations to
personal accounts do alter the timing of the system’s future obligations. Their
basic effect is to take some of the long-term obligation and shift it to an earlier
time. Moving a portion of payroll taxes to personal accounts will take money
off of the government ledger today, some of which is used to pay for current
benefits and some of which has long been used to finance other Federal
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spending. At the same time, because voluntary personal retirement accounts
will replace a portion of unfunded future benefits, they also reduce future
strains on the system.

Shifting the future imbalance forward in time could increase transparency
by making the system’s impending shortfalls less of an abstraction. Financial
markets tend to applaud such solutions to fiscal challenges and might do so
again in this context by keeping interest rates at productive levels.

Pre-funding a portion of future benefits appears attractive in other
dimensions as well. Every dollar of benefits funded today through personal
accounts is a dollar of benefits that need not be paid by taxpayers in the
future. Because rising benefit obligations would under current law lead to
increased tax burdens over time, shifting forward the funding of some
benefits could create a more equitable treatment of different generations.

In addition, redirecting assets to personal accounts increases the likelihood
that real savings will be accumulated to meet tomorrow’s retirement needs. If
these assets are owned and controlled by individuals, they will be less available
for the government to spend than if these assets are left on the Federal ledger.
Finally, personal accounts would provide an opportunity for individuals
to diversify their investment in Social Security, which may add to their
retirement security.

Conclusion

This chapter’s first section shows that today’s generations are on track to
have more retirement wealth than previous generations, though it is unclear
whether these wealth gains have kept pace with rising preretirement incomes.
Going forward, the relative security of retirement wealth may be compromised
by fundamental problems with defined-benefit pensions and Social Security.

Both of these systems could be improved by more-effective funding rules
and safeguards that protect against the opportunistic handling of retirement
assets. Strengthening pension-contribution requirements, and watching more
carefully how those contributions are managed, would go far to mitigate the
growing risks to pensioners and taxpayers alike. Progressively targeting the
rate of future benefit growth and expanding ownership over payroll contribu-
tions, likewise, would help strengthen Social Security for the future. In both
cases, waiting to act allows the present problems to grow and increases the
costs of adopting effective reforms.
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CHAPTER 4

Improving Incentives in
Health Care Spending

Health care spending in the United States has increased rapidly over the
past several decades, rising 44 percent in real per capita terms in the past
ten years alone. Some of the reasons for this marked rise reflect higher-quality
health care, such as improved technological options for enhancing the health
and quality of life of the American people. However, other factors, such as
poorly functioning markets for health care, may have led to excessive
spending and inefficient patterns of medical care utilization. Furthermore,
whether this increased spending is of high value or not, it has put tremendous
pressures on individuals and the institutions that finance health care
spending. Family budgets are being strained as health care costs take up an
increasing share of incomes. Government health care expenditures have also
been increasing rapidly, burdening both Federal and state budgets. If not
curtailed, the increased costs to governments will eventually lead to large tax
increases, sharp cuts in nonhealth spending, or both.

This chapter reviews the causes and consequences of health care spending
growth and discusses how spending can be more efficient and of higher value
in the context of a consumer-driven, market-based system. The emerging
consumer-driven health care movement aims to empower consumers with
improved information and ability to make choices about their own health
care, which in turn can result in increased provider competition to better
serve patients’ needs at lower costs. The key points of this chapter are:

* Growth in spending on health care has been much more rapid than general

inflation, straining consumers, employers, and government budgets.

* Derverse tax and insurance incentives have led to inefficient levels and
composition of spending on health care. Some increased spending has
produced valuable health improvements, but in a better-functioning
health care market these improvements could be attained at lower cost.

* Promoting a stronger role for consumers is a promising strategy for
improving health care value and affordability.

The Growth in Health Care Spending

Spending in the health care sector has steadily grown from under 6 percent
of GDP in 1965 to 16 percent of GDP in 2004. If current trends continued,
health care spending would be projected to reach 19 percent of GDP by 2014
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and 22 percent by 2025 (Chart 4-1). Since 1965, the government share of
total health spending has risen from 25 percent to over 45 percent, mainly
due to increased eligibility and generosity of Medicare and Medicaid.
(Medicare is a Federal government program that pays for health care for
senior citizens and those with certain disabilities. Medicaid, financed by both
Federal and state governments, is focused on providing health care for the
poor.) Medicare spending alone is projected to increase from 2.6 percent of
GDP in 2006 to 4.3 percent by 2025. Among those without access to
Medicare or Medicaid, most expenditures are financed by private health
insurance (64 percent), provided mainly through employers (91 percent of
those with private insurance). The rising costs of health care are reflected in
premiums (employer plus employee share) for employer-provided insurance
that in 2005 averaged almost $11,000 for a family (Chart 4-2), up from
$6,700 in 1999 (in 2005 inflation-adjusted dollars). Per capita health care
spending in the United States has risen from about $4,500 ten years ago to
about $6,500 today (in 2005 dollars).

The United States today spends roughly twice as much per capita on health
care as other industrialized countries, such as the other members of the
Organization for Economic Cooperation and Development (OECD). This
large difference in part reflects higher levels of per capita income and output

Chart 4-1 National Health Expenditures as a Percentage of GDP
Mational health expenditures have risen dramatically and are projected to continue rising.
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Source: Department of Health and Human Services (Centers for Medicare & Medicaid Services)
and Council of Economic Advisers.
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Chart 4-2 Family Health Insurance Premiums 1999-2005
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in the United States, since richer countries tend to spend proportionately more
on health care, but the United States spends a substantially larger share of GDP
on health care than other wealthy countries do. For example, the United
Kingdom spends about 8 percent of its GDP on health care, compared with
the United States’ 16 percent. The U.S. expenditure as a percent of GDP is
more than six percentage points higher than the average in OECD countries.
Rates of spending growth, however, are much more similar across countries.
For example, from 1998 to 2003, average real health care spending increased
4.6 percent per year in the United States as compared to 4.5 percent in the
OECD as a whole. This suggests that many of the underlying international
spending differences stem from longer-term factors.

When looking at these statistics, it is also important to remember that
buying more health care is not necessarily equivalent to buying more health.
Health care is one of many different determinants of health status, and for
many people marginal increases in health care consumption may be less cost-
effective than marginal increases in spending on other determinants such as a
healthier lifestyle (exercising, not smoking, eating a healthier diet). Evaluating
the relative cost-effectiveness of spending on different health determinants
can be challenging, however, in part because it is difficult to measure the
quality of health services consumed.
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Where Health Spending Has Grown

There have been significant increases over time in all major spending categories,
including outpatient, acute inpatient, long-term care, and pharmaceuticals.
Both personnel costs and goods costs have increased. Spending has grown for
both privately and publicly financed and delivered care.

One might guess that the aging of the U.S. population would explain an
important part of the increase in health care costs, especially since about one-
quarter of health care in a given year is spent on those who die that year.
Research suggests, however, that less than 10 percent of the growth in health
spending over the last several decades can be attributed to this factor. Another
contributing factor might be America’s rising prosperity, because richer indi-
viduals and nations demand more health care, but again this factor can only
account for a relatively small portion of the health care spending growth.
Various studies have speculated about the contribution of other factors such
as rising obesity, but there is as yet no consensus on the importance of these
factors. There is general agreement, however, that the rapid growth in devel-
opment and use of expensive new health care treatments accounts for a large
share of overall health care spending growth over time.

A useful framework for understanding increases in medical spending breaks
these spending increases into three components: (1) changes in the quantity
demanded of existing health-related goods and services, (2) changes in the
prices of those existing goods and services, and (3) the effects of technological
advances that change the available set of health-related goods and services.
The next part of this section looks at each of these three factors.

Quantity of Health Care Demanded

Do we demand higher volumes of health care today than in the past? While
we clearly consume more of some types of care (based on higher incomes,
changing medical needs, etc.), health care visits per capita have not increased.
The biggest components of health care spending are physician and hospital
services. Doctor visits per capita dropped somewhat from 1980 through the
mid-1990s, and have increased only modestly since then. The number of
hospital discharges per capita and the average hospital length-of-stay,
however, have declined dramatically—they were 50-percent higher in 1980
than in 2000. Growth in spending within the United States does not seem to
be explained by increased visits to the doctor or hospital.

Moreover, international differences in spending cannot be explained by
differences in the quantity of physician and hospital visits. In fact, doctor
visits and hospital nights per capita in the United States are lower than in
many OECD countries. For example, in 2000 the United States had 0.7
hospital nights per capita, compared to 0.9 nights in the United Kingdom,

1.3 nights in Switzerland, and 1.9 nights in Germany. Service intensity in the
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United States is very different, however, with U.S. hospital staffing levels at
double the OECD median. Thus, while Americans have fewer health care
contacts, they appear to receive more services at each contact. This difference

explains in part why the average U.S. hospital night costs three times the
OECD average.

Health Care Prices

The official medical consumer price index (medical CPI), which measures
price increases for medical goods and services and is published by the
Department of Labor’s Bureau of Labor Statistics, indicates that health care
prices over the last few decades have grown more rapidly than prices of other
goods and services in the economy. From 2000 to 2004, the health care
component of the CPI grew 19 percent compared to only 10 percent for the
general CPI, indicating 9 percent real growth in health care prices. Thus of
the 33 percent growth in total per capita health spending over this period,
one-quarter apparently derived from increases in the prices of health care
relative to other goods and services.

Why would health care prices rise so rapidly? One possible explanation for
these recent price increases is that supplier consolidation has led to reduced
competition among health care providers, enabling hospitals and physician
groups to leverage market power to raise prices. For example, there were about
900 hospital consolidations during 1994-2000 (from a base of roughly 6,000
hospitals). Some of these mergers have appeared to result in monopolistic price
increases, and even some major metropolitan areas have become dominated by
just two or three hospital systems. It is not clear how important such trends
will be in the future, however, in the face of vigorous antitrust enforcement.

Part of the apparent increase in relative prices may, however, be the illusory
result of measurement problems. Standard price indices such as the medical
CPI may overestimate price growth in health care if they do not adequately
account for improvements in health care quality. Price indices are supposed to
reflect price changes for a given product. However, because health care quality
is constantly increasing, rising prices for a given health care visit may reflect
improved quality, rather than just higher costs for a given level of care. For
example, the coronary artery bypass graft that the average patient receives
today may result in fewer complications and longer and higher quality of life
afterward than would have been the case for a patient receiving the procedure
10 years ago—so the higher price paid for the procedure reflects in part the
fact that the patient is receiving more “health,” not just paying more for the
same service.

That said, higher prices for medical services do appear to be an important
part of the explanation for why the United States spends more on health care
than other OECD countries do. For example, one study of Australia,
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Denmark, France, Canada, Germany, and the United Kingdom found that
physician wages in the United States are 77 percent higher than the average
across those countries. This does not mean, however, that those countries
provide a model that should be emulated: Heavy price regulation in some
countries has led to long waiting lists for certain types of medical services.
One recent survey found that over half of patients in Canada and the United
Kingdom had to wait longer than a month for a specialist appointment,
compared to less than a quarter of patients in the United States. Similarly,
more than a third of patients had to wait longer than four months for elective
surgeries in Canada and the United Kingdom, compared to fewer than
10 percent in the United States.

There is a common perception that drug prices are unduly higher in the
United States than in other OECD countries, perhaps due to aggressive price
negotiation by European governments, but recent research suggests that this
may be misleading for several reasons. First, carefully accounting for manu-
facturer discounts to insurers in the United States shows price differences to
be smaller than simple retail price comparisons would suggest (U.S. prices are
discounted by about 8 percent on average). Second, U.S. consumers use a
much higher proportion of generic drugs than do consumers in other coun-
tries (e.g., 58 percent of units in the United States versus 28 percent in
France). When comparing average prices paid for each active ingredient
(whether generic or name brand), rather than only prices for selected name
brand drugs, the international price differences are further narrowed.

Furthermore, some experts suggest that wealthier countries such as the
United States should pay a larger share of drug development costs than should
less-wealthy countries, because of both equity and efficiency arguments.
Thus, observing lower drug prices in developing countries than in the United
States does not generate great controversy. Many people do not recognize,
however, that the United States is also substantially richer than most other
OECD countries. For example, per capita income in the United States is
22-percent higher than in the United Kingdom. After adjusting for differ-
ences in manufacturer discounts, use of generics, and per capita income,
average drug prices are in fact higher in many other OECD countries.
Research has found that U.S. drug prices relative to income are 7-percent
lower in France, but 4-percent higher in Canada, 10-percent higher in
Germany, and 25-percent higher in the United Kingdom. Thus, the United
States’ higher health care spending as a share of GDP does not appear to be
explained by higher drug prices.

Technological Change

Research suggests that, over time, a major source of health care spending
increases has been adoption of new, technologically intensive health care goods
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and services. For example, one study found that average spending per heart
attack case in the United States increased in real terms from $12,000 in 1984
to about $22,000 in 1998, and that about half of this spending increase could
be attributed to the adoption of more-sophisticated technologies. This does
not mean that the higher spending is not of very high value: post-heart attack
life expectancy over this same period increased from five years to six years, with
70 percent of that increase attributable to the adoption of better technology.

The United States appears to use some expensive technologies more inten-
sively than do other countries. For example, the United States has more than
50-percent more MRI units per capita than do other OECD countries on
average. The United States’ more-intensive use of technology partly reflects its
higher rate of innovation and earlier adoption of technology. For example,
angioplasty was relatively rare outside the United States in 1990, with the
U.S. utilization rate three times higher than the next-closest country;
Germany finally reached the U.S. level by about 1998, while adoption in
other countries continued to lag.

It is worth noting that the adoption of new technologies does not inevitably
raise costs. New technologies regularly reduce costs in many other sectors of
the economy, such as the semiconductor industry. In the U.S. health care
industry, however, the combination of technological change along with muted
consumer incentives to demand lower costs is responsible for a significant
portion of rising health care spending.

First-Dollar Insurance Inhibits Consumer
Cost-Consciousness

In most markets outside of health care, consumers decide what to purchase
by comparing the price of a good or service against the benefit it brings them.
By contrast, in the health care sector, consumers often do not learn the prices
of goods and services consumed until bills are received weeks or months later,
if ever. Instead, physicians are expected to make health care consumption
choices for patients, despite the fact that physicians frequently lack the incen-
tive to match the benefits of care with its costs, and may even lack information
about the costs themselves. A major reason for this lack of consumer incentive
is the fact that many health insurance policies provide close to “first-dollar
coverage” of health care costs. That is, people with health insurance typically
pay only a relatively small portion of the total cost—or in some cases, literally
none of the cost—of the health care services they receive. This section reviews
the causes and consequences of first-dollar insurance coverage.
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Causes of First-Dollar Insurance Coverage

Unlike most other types of insurance, health insurance in the United States
often includes first-dollar coverage of the cost of even routine, predictable serv-
ices. By contrast, most other forms of insurance focus on protecting the
insured from large and unexpected losses. If automobile insurance had the
first-dollar coverage of even routine services that many health insurance poli-
cies offer, it would cover the costs of oil changes and new tires, rather than just
protecting against unpredictable catastrophes such as automobile accidents.

Health insurance policies have this unusual first-dollar coverage feature in
large part because the tax code makes it cheaper for people to purchase health
care indirectly through insurance than directly through out-of-pocket
payments (see Box 4-1). Another factor underlying first-dollar coverage is the
increased use of managed care programs, which spread rapidly during the
1990s. Most managed care plans are characterized by minimal cost sharing,
relying instead on gatekeepers to regulate use of resources. Interest in
managed care programs has decreased recently, because of public backlash
against the cost-containment measures used in these programs.

Box 4-1: Tax Preferences for Employer Health Insurance Premiums

Since the 1940s, the tax code has excluded employer payments for
health insurance premiums from the portion of workers’ compensation
subject to taxation (both payroll and personal income taxes). The total
value of the tax exclusion is quite large, reducing Federal taxes by over
$200 billion in 2006 ($133 billion for the income tax exclusion and $80
billion for the payroll tax exclusion), which is equivalent to about 10
percent of actual Federal tax receipts. This exclusion of health insurance
premiums from taxation was a by-product of wage-control legislation
during World War 1l (which established a precedent for treating
employee benefits differently from regular wages), and was not inten-
tionally designed to promote health insurance coverage. But this tax
treatment of employer-provided health insurance premiums has had
important consequences for insurance markets.

First, it has caused the private insurance system to become predomi-
nantly employment-based. More than 91 percent of privately insured
individuals under age 65 receive their health insurance through their
employers. Except for the self-employed, those who purchase insurance
on the individual market (that is, not through their employers) must do
so with aftertax dollars. The self-employed receive an “above-the-line”
income tax deduction for health insurance premiums (equivalent to the
income-tax exclusion for employer insurance), though they still owe full
payroll taxes on the income used to buy premiums. For someone in the
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15-percent income tax bracket and subject to the 15.3-percent payroll
tax, a policy with a $10,000 premium would cost roughly $7,000 if
purchased through an employer, $8,500 if the person were self-
employed, and the full $10,000 if the person were not self-employed and
purchased the policy individually. This tax treatment has created a
strong financial incentive for individuals to purchase health insurance
through their employer, even if their first choice of insurance product is
not offered by the employer. In addition, as an incentive to buy health
insurance, this tax subsidy is larger for people in higher tax brackets (as
shown in the chart), despite the fact that a given subsidy amount would
reduce uninsurance much more among lower-income households.

Furthermore, the employer premium tax exclusion promotes low-
deductible insurance coverage with minimal out-of-pocket cost sharing.
In most cases, while insurance premiums are paid with pretax dollars,
out-of-pocket health spending must be paid for with after-tax dollars. For
example, $1,000 of health care services covered by full insurance costs
the person with employer-provided insurance only about $700 in after-tax
dollars (assuming a 15-percent income tax bracket and 15.3-percent
payroll tax), whereas those same services would cost $1,000 if paid out-
of-pocket. Because of the tax penalty for out-of-pocket spending relative
to insurance premiums, there is a strong incentive for employers to
provide and employees to select first-dollar coverage, even if they would
have preferred higher deductibles and lower premiums in the absence of
the tax provision. This has, in turn, diminished the role of consumers as
guardians against wasteful spending and unduly high prices.

Annual Value of Employer-Provided Health Insurance Tax Exclusion by Income
The tax exclusion provides the greatest benefit to those in higher tax brackets.

Value of tax exclusion for $10,000 annual premium
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Level of Taxable Income (Dollars)
Note: Includes federal income and payroll taxes for a hypothetical family of four. Calculations are
impracise for incomes within $10,000 of tax bracket ceiling.
Source: Council of Economic Advisers.
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Consequences of First-Dollar Insurance Coverage

The original purpose of health insurance, like other forms of insurance, was
to protect individuals from catastrophic and unexpected costs by spreading
risk across a larger population. However, as discussed, health insurance in the
United States has now also become a vehicle for financing relatively low-cost,
routine expenditures. This use of insurance as “prepaid medical care” has three
important consequences: (1) It encourages consumers to overuse certain types
of health care. (2) It gives little incentive for consumers to search for the
lowest-price providers. (3) It distorts incentives for technological change.
Rather than focusing research incentives on cost-effective technology, it
induces adoption of technologies for which costs exceed incremental benefits,
while undermining the development of cost-saving technologies. We discuss
each of these points.

First, heavily insured individuals, being insulated from most health care
costs, have the incentive to overconsume certain types of care, a phenomenon
referred to as moral hazard. An allergy drug may have great value for patient
A who has serious symptoms, but little value for patient B who has only mild
symptoms. If the two patients faced the market price of $100/month, then A
might decide the drug is worth the cost but B might forgo it, given its negli-
gible benefit for him. With first-dollar insurance coverage, however, B might
instead choose to continue taking the drug as long as the expected benefits to
him were greater than zero. In this case, B’s decision would inefficiently drive
up health care spending at a loss to society, since the benefit of the drug would
be less than the real cost.

Some would argue that such scenarios are rare because physicians should
not prescribe the drug for person B if it would be wasteful or of little practical
use in improving his health. But in fact physicians may not have enough
information to fully evaluate the benefit to patients, and often have little
incentive to limit inappropriate care to highly insured patients. Providing
extra services increases their incomes and protects them from the charge that
they did not take every action with conceivable benefit to the patient.
Box 4-2 discusses the role of medical malpractice liability in increasing
medical expenditures.

In order to quantify the moral hazard effects of first-dollar insurance
coverage, the RAND Health Insurance Experiment randomized individuals
into health insurance plans with different co-insurance levels. (Co-insurance
refers to the percentage of health insurance spending above the deductible an
individual must contribute.) A higher co-insurance level gives both the patient
and the doctor greater incentive to avoid the use of drugs or procedures that
are costly and have low expected benefit. The study found that changing the
structure of health insurance does affect the behavior of patients and their
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Box 4-2: Medical Liability Costs

Substantial costs in the U.S. health care system are associated with
the medical liability system. This affects health care spending in several
ways. First, the cost of malpractice damage awards, the legal costs of
malpractice lawsuits, and the costs of underwriting malpractice insur-
ance policies are passed on to providers through malpractice insurance
premiums and then to patients through out-of-pocket payments and
insurance premiums. Second, defensive medicine—ordering tests and
procedures solely to guard against potential malpractice claims—may
have an even bigger effect on health care spending than the direct costs
associated with malpractice suits.

The President has called on Congress to pass liability reforms to
make the system fairer and more predictable while reducing wasteful
costs. The trend toward greater consumer decision making in health
care may have complementary effects in reducing liability costs associ-
ated with defensive medicine. Consumers with first-dollar insurance
coverage have little incentive to decline many of the tests and proce-
dures suggested by physicians, even if they and their physicians
understand that there may be very little health benefit from the
increased spending. But as consumers pay for a greater portion of
noncatastrophic care, they may decide to forgo expensive and unnec-
essary tests and procedures suggested by physicians primarily to avoid
lawsuits rather than to improve patients’ health.

doctors. Specifically, individuals with first-dollar coverage had 45-percent
higher health expenditures than individuals who were randomly assigned
insurance plans with 95-percent co-insurance up to a catastrophic out-of-
pocket maximum level (the out-of-pocket maximum was about $3,500 in
today’s dollars). Importantly, the extra care received in the first-dollar coverage
plans produced no discernible extra health benefits in the studied sample as a
whole. There were, however, some health benefits for select subpopulations of
low-income and chronically ill individuals, suggesting that care should be
taken not to expose lower-income families to excessively high cost sharing rela-
tive to their income, and that certain preventive measures such as
chronic-disease management are important to exempt from cost sharing. For
most services consumed by the majority of the population, however, the
RAND study showed that higher cost sharing can be a powerful tool to induce
consumers to take responsibility for focusing their health care spending on
only those products and services with the highest value.
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A second consequence of first-dollar insurance coverage is that consumers
are less sensitive to the prices of health care consumed, an outcome that dulls
the competitive forces that keep prices down in most other markets. Many
insurers attempt to reduce the range of choices available to enrollees through
mechanisms such as selective contracting and preferred provider networks,
but such practices are even more effective when the consumer is also price-
sensitive. Imagine two hospitals that provide the same service, but hospital A
charges $1,000 and is located in an older facility while hospital B charges
$2,000 but is located in an updated facility with a wide array of amenities and
equipment on site. Given these choices, a consumer facing the actual price
may prefer hospital A, but in a world of first-dollar coverage, most people
would choose hospital B, even if the extra amenities of hospital B provided
only modest benefit. As a result of this structure of incentives, health care
providers may compete for patients by providing greater convenience or
amenities with little incentive to control costs. This lack of price sensitivity on
the part of the consumers of health care is one of the major forces underlying
the rapid growth of health care costs.

A third consequence of first-dollar insurance coverage is distorted incen-
tives for technological development. One type of distortion is that new
technologies may be developed and marketed even when they are of low
incremental cost-effectiveness relative to other available options. For example,
if a new drug is even slightly more effective than an existing drug, a person
with first-dollar insurance coverage may demand the new drug even if it is
priced well above existing satisfactory and effective alternatives. When
consumers have dulled price incentives pharmaceutical companies will invest
in bringing a new drug to market even if it provides little new value. In a
world in which most consumers had high-deductible insurance and were
sensitive to the full cost of drugs, the pharmaceutical company might choose
not to spend the large amount of resources necessary to complete clinical trials
and bring the drug to market if they knew its incremental improvement over
existing drugs would be small.

Likewise, dulled price sensitivity on the part of consumers reduces the
incentive to develop cost-reducing technologies. In many other sectors of the
economy, such as computer memory chips, technological progress results in
cheaper and more cost-effective products each year as producers look for
more-efficient manufacturing processes and product innovations to keep
them ahead of their competitors. In health care, this type of technological
innovation is much rarer, since few consumers have the incentive to adopt a
cheaper product, particularly if it has even slightly lower effectiveness. If more
health care consumers were to become price sensitive, the health care sector
would have the incentive to pursue more such cost-reducing technologies that
could, over the long term, help reduce the rate at which health care spending
is growing.
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Some observers have expressed concern that changes to the current system
might be harmful if they result in reduced innovation, but these observers
have often failed to distinguish cost-effective from cost-ineffective innova-
tions. Life expectancy at birth has increased from 70 to almost 78 years since
1962. In addition to living longer, we are also enjoying more years in better
health and with fewer disabilities. While some of these health improvements
have been due to lifestyle changes, some can clearly be traced to medical tech-
nologies, such as those that have reduced infant mortality, improved survival
rates after heart attacks, improved treatment of depression and other mental
illnesses, and improved the management of chronic illnesses. Research
suggests that oz average our spending on new medical technology has indeed
been cost-beneficial. This indicates that, as a society, we would not want to
return to the health spending levels of 1960, for example, if doing so also
meant returning to the types of medical care available in 1960. But economic
efficiency depends on each (“marginal”) individual new technology being
cost-beneficial, not just the average of all technologies. The fact that on
average our investment in medical technology has paid off does not preclude
the possibility that our system contains significant inefficiencies, and that
some of the new technology may have contributed little compared to the
amounts spent on it. If consumers were given the information they need
about the actual costs and benefits of various treatments, as well as the incen-
tives to compare those costs and benefits, it might be possible to eliminate
some of that wasteful spending.

Consequences of Inefficient

Health Care Spending

Rising health care spending is a burden to employers, consumers, and
taxpayers. Employers who offer insurance complain that rising premiums
strain their labor relations and threaten their balance sheets. Rising premiums
make health insurance less affordable, contributing to the ranks of the unin-
sured. Those who are insured face rising out-of-pocket costs and lower cash
wage growth. And taxpayers must finance the rapidly increasing costs of
publicly provided health care for seniors, the disabled, and the poor.

Private Spending

As consumers spend more of their budgets on health care, they must spend
less on other goods and services. Since 1980, for example, the share of
consumer spending that has gone to medical care has increased from
10 percent to 17 percent, while the shares of spending on items such as food
and clothing have decreased. Of the $7.5 trillion increase in personal income
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since 1980, $1.5 trillion has been devoted to health care. Similarly, of the
$2.19 real increase in hourly compensation over the past five years, $0.54
(25 percent) has gone toward higher health insurance premium costs. Thus,
take-home pay has grown more slowly than total compensation (including
health insurance and other benefits) (Chart 4-3).

The costs of health care would be of less concern if most health care
spending reflected optimal decisions by consumers weighing the costs and
benefits of the services they buy. For example, the fact that consumer
spending on DVDs increased 31 percent in 2004 alone has not alarmed
anyone nor led to calls for government intervention. But spending on private
health care is different, because health care is considered a “merit” good
deserving of government support for those that cannot afford it, because of
the government’s extensive role in the health care market, and because of the
forces that interfere with the efficient allocation of resources.

Employers have also been affected by increasing health care costs. In partic-
ular, firms that have promised generous health benefits to retirees have borne
increasingly heavy costs. The economic consequences of this may include the
need for restructuring of some of these firms, loss of expected benefits for
some retirees, and potential costs to taxpayers if some of these retirees increase
their reliance on public health insurance. Rising costs for current employees
have also affected employer behaviors. Some employers have tried to reduce
their insurance costs by hiring more part-time workers (who are generally

Chart 4-3 Real Hourly Compensation of the Civilian Population
Health insurance spending growth exerts downward pressure on wages.

Dollars per hour worked (2005 dollars)
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Note: Middle line shows simulated wages if health insurance premiums grew at rate of inflation

Includes workers in the private nonfarm economy excluding household employees and the public sector.

Source: Department of Labor (Bureau of Labor Statistics).
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ineligible for insurance benefits), asking employees to contribute more to
premiums, reducing the generosity of the plans they offer, or discontinuing
health insurance benefits altogether.

In the long run, however, it is not the employers but rather the workers
who bear the burden of rising health insurance costs. Economists have shown
that even though employers may make the bulk of the payments to cover the
health insurance premiums of workers, these payments are treated just like
wages or any other component of workers’ total compensation. This total
compensation depends on worker productivity and labor-market supply and
demand. Rising insurance premiums may thus change the mix of workers’
compensation by increasing health benefits and decreasing wages, but if they
do not affect workers’ productivity they will not lead firms in competitive
markets to raise total compensation. Institutional factors such as minimum-
wage laws and sluggish wage adjustment may mean that health insurance
premiums affect employer profits in the short run, but in the long run most
or all of increases in health insurance costs are shifted to employees in the
form of wages that are lower than they otherwise would have been.

Public Spending

When per capita spending on health care rises rapidly, the pressures on
government programs become particularly intense. First, if the standard of
care received by enrollees in government programs is not to differ too radi-
cally from that of the general public, the costs of helping those already
enrolled in the programs will rise as well. Second, rising insurance premiums
may cause some people to drop private insurance and to rely instead on public
insurance such as Medicaid or on safety-net providers (e.g., uncompensated
hospital care) subsidized by taxpayers. Not only does rising uninsurance lead
to higher government costs, but uninsured people often consume health care
resources inefficiently—for example, by failing to obtain preventive care,
delaying necessary care, or overusing emergency rooms relative to less-costly
clinic settings.

The largest government programs that finance health care for those not
otherwise insured are Medicare and Medicaid. These programs are becoming
increasingly expensive to taxpayers. For example, according to projections, if
current trends were to continue unchecked, Medicare costs would increase
from the current share of 2.6 percent of GDP to 6.9 percent by 2050.
Medicaid, jointly financed by the Federal and state governments, is also
becoming an increasingly large share of budgets, with just the Federal
portion of spending projected to increase from 1.5 percent of GDP today to
2.5 percent by 2050. The costs of these public programs are unsustainable
under any reasonable projections. Closing the currently projected 75-year
deficit in just the Hospital Insurance (HI) portion of Medicare would require
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tax increases of 107 percent or benefits reductions of 48 percent. Ultimately,
the benefits paid by these programs must be significantly pared back, the taxes
dedicated to their support must be increased, or major reforms must be
enacted that slow the rate of growth in health care spending.

Strengthening the Role of Health Consumers
Through Public Policy

This chapter has discussed the central role of first-dollar insurance coverage
in dulling the incentives for consumers to shop carefully for cost-effective
health care. By giving consumers both the incentives and the information
needed to become better shoppers for health care, public policy can help
control the growth in health care costs and improve the efficiency of the use
of health care resources.

The President has proposed a wide-range of measures to help make health
care more efficient and accessible, such as improving community health
centers, reforming medical liability laws, creating Association Health Plans
for small businesses, allowing insurance to be more portable and purchased
more easily across state lines, and many other reforms. This section will focus
specifically on proposals that help improve incentives for consumers.

An important policy advance has aimed to reduce the bias toward first-
dollar insurance coverage by allowing more out-of-pocket health care
expenditures to be paid with pretax dollars through the innovative mecha-
nism of Health Savings Accounts (HSAs). Complementary initiatives to
improve information available to consumers for making appropriate health
care choices can help facilitate the movement toward HSA-based consumer-
directed health care.

The potential benefits of reforms that slow spending growth could be great.
Consider a scenario in which new policies successfully reduce future national
health spending by one percentage point per year, through a combination of
short-run quantity decreases, medium-term price decreases, and long-run
increases in cost-reducing technological change. If spending were to grow by
6 percent per year, instead of by 7 percent per year as currently projected, by
2025 the expected health share of GDP would be reduced from 22 percent to
18 percent, a substantial difference.

Health Savings Accounts (HSAs)

HSAs are tax-favored accounts to which individuals can contribute funds
they can then use to pay current and future out-of-pocket medical expenses.
These accounts were signed into law by the President in 2003 and went into

100 | Economic Report of the President



effect in 2004. HSAs represent a major improvement over previous tax-
preferred medical spending accounts such as Flexible Spending Arrangements
(which must be exhausted each year, a factor that limits their use) and Health
Reimbursement Accounts (which are owned by employers, not consumers).
In contrast, HSAs are owned by individual consumers regardless of employer,
and unused account balances can be retained and grow from year-to-year
without penalty. HSAs are designed to be used in conjunction with high-
deductible health plans, defined as plans having minimum deductibles
(currently $1,050 for individuals and $2,100 for families) with annual out-
of-pocket limits (currently no more than $5,250 or $10,500 for individuals
and families, respectively). Deductibles and out-of-pocket limits are indexed
to adjust over time with inflation. Certain types of preventive care may be
provided with first-dollar coverage if deemed appropriate by the insurer.

HSA enrollees with qualifying insurance plans may contribute annually up
to the lesser of the plan deductible or $2,700 (individuals)/ $5,450 (family).
These contributions are excluded from income taxes both at the time of
deposit and at the time of “qualifying” withdrawal; the funds may be used to
pay for out-of-pocket medical expenditures, rolled over indefinitely, or with-
drawn after age 65 (in which case they are taxed as ordinary income if not
used for health expenditures).

A key benefit of HSAs is that they lower the previous tax bias toward low-
deductible or first-dollar health insurance relative to higher-deductible
policies with higher out-of-pocket spending. To illustrate this point, consider
a sample health insurance purchaser facing the choice of a low-, medium-, or
high-deductible plan. Table 4-1 illustrates how this person’s premiums depend
on the plans’ deductibles, according to actuarial estimates for a representative
person. The premium for a $250 (low) deductible policy with a $2,000
out-of-pocket limit would be $4,000, but that premium could be lowered by
$1,600 (or 40 percent) by moving to a catastrophic policy with a $2,500
(high) deductible and an out-of-pocket limit of $5,000. Suppose that this
person had no health expenditures in the first year of coverage, buta $15,000
catastrophic event in the second year. How is her total two-year spending on
health care under these plans affected by the tax code?

o [f there are no tax preferences: If she buys the traditional (low deductible)
plan, her spending is $4,000 in premiums in each year plus $2,000 out-
of-pocket in year two, totaling $10,000. If she buys the catastrophic
(high deductible) plan, her spending is $2,400 in premiums in each year
plus $5,000 out-of-pocket in year two, totaling $9,800. Thus, she would
be slightly better off financially under the catastrophic plan in the
absence of tax preferences.

o If insurance premiums (but not out-of-pocket spending) are tax-preferred:
Under the traditional plan, if she is in the 30-percent marginal tax
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TABLE 4-1.— The Premiums Charged for Three Sample Health Insurance Plans
with Different Patient Cost Sharing

Examples of Three Insurance Plans

Low Deductible

Medium Deductible

High Deductible

Premium
Cost Sharing
Deductible
Coinsurance after Deductible
Out-of-Pocket Maximum

$4,000

$250
20%
$2,000

$3,500

$1,000
20%
$3,000

$2,400

$2,500
20%
$5,000

The premiums in this table represent the actuarial value of each plan for a representative enrollee.

bracket, she receives a $2,400 tax subsidy (over two years), but under the
catastrophic plan she only receives a $1,440 tax subsidy. Thus, the tax
subsidy makes her prefer the traditional plan where she might otherwise
have preferred the catastrophic plan.

* If tax-preferred HSAs are available: 1f she contributes the maximum
$2,500 to the HSA in both years, she would receive a new $1,500 tax
subsidy by using the HSA to pay her out-of-pocket expenses in year two
with tax-free dollars. This mitigates the previous tax-induced bias against
catastrophic plans, again making her better off financially under the
catastrophic policy.

This illustration of course simplifies many dimensions of the comparison
between policies. For example, it ignores the fact that catastrophic events are
rare, so that most people would be able to accumulate many more years of
premium and HSA savings, further increasing the attractiveness of the HSA-
qualified plans. In addition, the example ignores the moral hazard effect of
reduced health care utilization in the catastrophic plan, as the patient now has
increased incentive to shop carefully for health care.

Not all individuals will benefit equally from moving to a high-deductible
policy. First, some poorly informed consumers may forgo recommended care,
such as preventive services—care that they might have received under a tradi-
tional low-deductible policy. The HSA provision that allows plans to waive
the deductible for preventive care is designed to mitigate this possibility.
Second, some chronically ill individuals with persistently high spending may
be relatively worse off, to the extent that high-deductible policies lead to less
cross-subsidization from healthier people in their risk pool. This could be
mitigated while preserving the beneficial effects of cost sharing, for example,
through improved insurance benefits for the chronically ill, differential
premium cross-subsidies in employer insurance, or targeted high-risk-pool
subsidies in the individual market. Third, credit-constrained enrollees and
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those in lower tax brackets will benefit less from provisions allowing tax-free
HSA contributions and accumulation. This is also true of the tax exclusion
for employer health insurance premiums. These concerns must be balanced
against the potential benefits of greater price sensitivity by health care
consumers: As more consumers shift into high-deductible plans, there is
greater potential for slowing price growth and long-run increases in cost-
reducing technology, which could benefit even consumers in traditional
insurance plans.

Since the inception of HSAs in 2004, the number of people enrolled in
high-deductible HSA-qualified plans has increased rapidly. The new tax bene-
fits that further lower health costs for high-deductible plans have made them
attractive not only to the uninsured and small businesses, but to large firms as
well. Although HSAs are new enough that comprehensive data are difficult to
obtain, as of January 2006, at least 3 million people were covered by HSA-
qualified plans sold by insurance company members of the industry group
America’s Health Insurance Plans (AHIP). Of the people covered by AHIP-
related plans, about half purchased their plans in the individual market and
14 percent through small businesses.

Additional tax-code changes could make high-deductible HSA-qualified
plans even more attractive and affordable, further strengthening incentives for
more consumers to be well-informed, cost-conscious health care decision
makers. The President’s 2007 budget aims to expand HSAs through proposals
that include:

* Raising the HSA contribution limits up to the plan out-of-pocket maximum.
Current law allows contributions only up to the deductible level, which
is often less than half of the out-of-pocket maximum. This change would
further limit the tax-induced bias against out-of-pocket spending for
medical care. It would also increase the attractiveness of HSA-qualified
plans, in particular for the chronically ill who have a higher probability
of out-of-pocket spending above their deductible.

* Further reducing disparities in tax treatment of HSA contributions versus
insurance premiums. Currently, individual contributions to HSAs are
excluded from income taxes but not payroll taxes (employer contribu-
tions are excluded from both). The President proposes to provide a new
income tax credit equal to the payroll taxes paid on the HSA contribu-
tion amounts. This will further remove distortions that have encouraged
first-dollar insurance coverage. When combined with the first new
proposal discussed above, Americans with HSAs would be able to pay all
of their out-of-pocket expenses with pretax earnings.

 Equalizing tax preferences for purchasing HSA-qualified insurance in the
employer and individual markets. The President proposes to exclude from
income taxes the value of HSA-qualified insurance premiums if

Chapter 4 | 103



purchased on the individual market. In addition, taxpayers purchasing
these policies on the individual market would receive a new income tax
credit equal to the payroll taxes paid on the premium amounts. Thus, all
taxpayers would receive the same tax treatment of HSA-qualified insur-
ance premiums, even if working for one of the 40 percent of employers
that do not offer health benefits.

* Helping the chronically ill. In addition to allowing all out-of-pocket
expenses to be paid tax-free through an HSA, the President also proposes
allowing employers to make larger HSA contributions for their chroni-
cally ill employees so that employers can make HSA-qualified plans
equally attractive to all employees regardless of health status. Finally, the
President proposes $500 million in annual grants to states to test inno-
vative solutions to subsidize insurance for the chronically ill, in order
to enhance the functioning of markets for individual insurance. For
example, states could use the funds for risk-adjusted premium subsidy
programs, or for creative enhancements of state high-risk pools such as
funding HSA accounts for enrollees.

 Enhancing affordability via a tax credit for low-income people purchasing
HSA-qualified insurance in the individual market. The credit would be
worth up to $1,000 for one adult, $2,000 for two adults, or $3,000 for
families (not exceeding 90 percent of the premium). It would phase out
at incomes of $30,000 for individuals and $60,000 for families. The
credit would be advanceable, paid directly by the government at the time
of insurance purchase.

Informed Consumers Are Better Consumers

It is important to provide incentives for consumers to choose health care
providers and services sensibly, but providing those incentives does not guar-
antee that consumers will in fact be able to make good choices. Consumers
must also have access to the information they need to make good health care
decisions. Key information includes:

* Provider prices. Few medical providers today advertise their prices in a
way that allows for comparison shopping. Several insurers have taken an
important step by beginning to make available schedules of physician
fees to their enrollees. Hospital fees raise more-difficult issues, since
prices negotiated between hospitals and insurers are frequently subject to
confidentiality agreements, despite the fact that consumers eventually
observe the prices on bills presented to them after the fact. Of even
greater use to consumers would be information on “package prices” for
complete treatments of medical bundles or episodes. For example, a knee
replacement without unusual complications might have ten major
components of care, each of which is now billed separately. A package
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price for the entire treatment would provide an estimated cost for the
entire operation, hospitalization, and follow-up treatment. This infor-
mation could be combined with revised billing procedures, which would
allow patients to identify more easily the costs associated with the treat-
ment they had received. The President strongly supports efforts to
increase price transparency in the health care market. He has called for
hospitals, physician groups, insurers, employers, and other health groups
to cooperate in speeding the transition toward a market in which
Americans can easily obtain user-friendly and comparable information
on prices when shopping for health care.

* Data on provider quality and value. Price information by itself is not suffi-
cient for good decision making in the absence of comparative quality
data. There is growing interest in providing accurate and usable measures
of the quality of care offered by individual health care providers such
as hospitals and physician groups. Great progress has been made by
researchers in improving the methodology for developing reliable meas-
ures, and insurers are now helping to improve the effective dissemination
of such data. Measures that combine price and quality data into indica-
tors of overall value are not yet as well developed, but would be another
useful decision-making tool.

Better information would also be of use to providers of medical services,
who would then be better able to help their patients make sound, cost-effec-
tive decisions. Examples include:

* Practice guidelines. One key barrier to more-efficient health care
spending is the lack of a research base on the appropriate treatment in
many medical situations. There is a clear role for government in this area.
For example, the Agency for Health Research and Quality (AHRQ) is
sponsoring comparative effectiveness research studies relating to medical
practice, as authorized under the 2003 Medicare Modernization Act.
Such research can produce high returns in terms of improved health care
efficiency. Further work to translate such guidelines into educational
materials for health care consumers would also greatly enhance the
ability of consumers to make wise health care choices.

* Cost-effectiveness studies. If the usage of expensive but low-value technolo-
gies is to be reduced by the actions of better-informed consumers in
consultation with their doctors, then more information is needed about
the cost-effectiveness of various technologies and procedures, and about
how cost-effectiveness depends on particular factors such as the patients
age and specific condition. Private insurers sponsor some such studies,
but the private sector will tend to underinvest in this type of “public
good” research. Government support for research in this area, such as the
research being conducted by agencies such as AHRQ, has a strong
economic justification.
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Conclusion

As the United States grows richer and older and as new life-saving
technologies develop, Americans are likely to continue to spend a rising share
of their growing incomes on health. Indeed, our health care spending overall
has returned good value, with Americans living longer and healthier lives. We
could achieve this improved health at lower cost, however, by promoting a
greater role for consumer decision making in health. Health Savings Accounts
provide one tool for doing so, by leveling the playing field for people who
prefer to save money by moving toward higher-deductible health insurance
policies. As health researchers, the insurance industry, and government work
to develop better consumer decision-making tools, more consumers will be
able to benefit from moving to such plans. In the long run, the payoff to
allocating health care resources toward higher-value and more cost-effective
care would be great.
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CHAPTER 5

The U.S. Tax System in

International Perspective

Il governments face two important decisions. They must choose the scope
nd scale of public goods and services to provide for their citizens,
including national defense, public safety, education, law enforcement, and
social insurance. They must also decide how to collect the funds to finance
those public services, including what things to tax and at what rate to tax
them. These tax policy decisions affect job creation, the allocation of
resources, economic efficiency, economic growth, and ultimately the living
standards of their citizens. In this chapter, we examine U.S. choices in the
context of the varied choices of other countries around the world.

Recent calls for fundamental tax reform reflect long-standing public
frustration with the complexity of the U.S. system and dissatisfaction with its
economic effects. Last year’s Economic Report of the President outlined the
need for tax reform and evaluated several prototypes for reform. The President
created a bipartisan Advisory Panel on Federal Tax Reform that spent the
year evaluating the current tax system and recommended two options for
reform. This chapter provides a broader context for evaluating these and other
potential reforms.

This chapter makes three essential points:

* Every country makes fundamental choices about its tax system: what
level of overall tax burden to impose, what to tax, and what tax rates to
apply. These choices matter because they have important economic
consequences that affect the living standards of their citizens.

* The United States has made different choices than other countries: We
have a relatively low tax burden, and we finance more of that burden
with a tax on personal income instead of consumption.

* When viewed in an international perspective, the U.S. system has been
improved by some significant changes but could benefit greatly from others,
particularly those focused on reforming the taxation of capital income.

Fundamental Choices in Tax Systems

The two fundamental questions that must be answered in designing a tax
system to raise revenue for government expenditures are what to tax (the
“base”) and how much to tax it (the “rates”). Public discussion of tax policy
often also focuses on the distributional consequences of these decisions, which
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are certainly important. However, economists point out that the answers to
these two fundamental questions have equally important implications for the
economic decisions made by individuals and small and large businesses, and
thus for the overall performance of the economy. In this section we discuss
these tax policy choices and their effects on economic decisions.

Designing a Tax System

Governments choose the size and scope of the public services they wish to
provide and the corresponding level of spending required. At the same time,
they choose how to finance that spending, through a combination of taxation
and borrowing. The use of borrowing (deficits) to finance government
spending has varied over time, and the optimal level depends on many factors.
For example, economists have argued that it is reasonable to borrow to
finance temporary increases in spending (e.g., during times of war or to
provide aid after a disaster) or temporary declines in revenue (as in a reces-
sion). In any case, the cost of government borrowing must ultimately be
financed by tax revenues, and so we focus here on the tax system.

Every tax system is defined by two factors: the tax base and the tax rate
structure. The base defines what is subject to taxation and the rate determines
what portion is taken in tax. We begin by considering two of the most
common tax bases used: income and consumption.

A tax system with a pure income tax base is designed to tax all of the
resources that increase a taxpayer’s ability to consume, regardless of what that
taxpayer actually does consume. Taxable income under this system includes all
wage and salary income, interest income, and dividends, and also can include
increases in wealth such as unrealized capital gains and noncash income such
as the implicit rental value of owner-occupied housing. In short, under a pure
income-based tax system, all income plus all increases in wealth can be subject
to taxation.

A consumption-based tax system, in contrast, taxes only the share of
income that is consumed, exempting the share that is saved. Examples
of consumption-based tax systems, such as a national retail sales tax, a value-
added tax, a consumption-based Flat Tax, or a consumed-income tax, were
presented in Chapter 3 of the 2005 Economic Report of the President, which
addressed “Options for Tax Reform.”

The U.S. tax system is neither a pure income tax nor a pure consumption
tax, but rather a hybrid of the two. Although nominally based on income, the
U.S. system excludes significant portions of the return to savings from the tax
base (e.g., interest earned on assets held in a 401 (k) employment-based retire-
ment plan or an Individual Retirement Account). The U.S. system also
excludes other forms of income from the tax base, two key examples being the
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premiums paid by employers for employee health insurance and the implicit
rental value of owner-occupied housing.

Another central aspect of designing a tax base is the treatment of
international activity, both of foreigners acting within U.S. borders and of U.S.
citizens and corporations conducting business abroad. Currently, the United
States applies its income tax, in principle, on a worldwide basis, taxing all
income earned by U.S. residents on their economic activity in the United
States and the rest of the world, and allowing a limited credit for taxes paid to
foreign governments. Taxing on a worldwide basis means the U.S. applies its
tax to all economic activity in the country (regardless of the nationality of
ownership) and to all activity of U.S. residents and U.S.-owned companies
(regardless of the country in which that activity occurs). The United States
could, alternatively, tax on a territorial basis, taxing all income earned within
U.S. borders regardless of the nationality of the person or corporations earning
the income, but not taxing income earned abroad. Territorial tax treatment
would exclude from the tax base all foreign earnings of U.S. residents (both
individuals and corporations). With increasing competition among the United
States and other countries for economic activity, this choice also has important
implications for economic growth and efficiency.

In addition to choosing the tax base, the tax authorities must also
determine the tax rate structure. This choice has significant effects on both
the efficiency and the equity of the tax system. Countries might choose one
tax rate to apply to the entire tax base, or a progressive schedule of tax rates,
with higher rates applying to those with greater resources. A key determinant
of the effect of the tax system on the efficiency of the economy is the tax rate
that is applied to the incremental use of resources—such as an additional
dollar of income or an additional dollar of consumption. This marginal tax
rate is important because it affects the taxpayers’ incentives, and thus their
economic behavior, inducing them to make decisions that are different from
those they might have made in the absence of the tax. These “distortions” of
behavior (relative to the no-tax benchmark) are the major channel through
which the tax system affects the efficiency of the economy.

Taxes Distort Economic Decisions

Virtually all forms of taxation distort economic decision making because
they change the cost of allocating resources to different uses. Those distor-
tions have a real economic cost that goes beyond the burden of the tax
being paid. The reduction in economic efficiency generated by the changes in
economic behavior that a tax induces is called the excess burden of the tax. The
excess burden imposed by a tax increases dramatically as the marginal tax rate
increases. A standard demonstration in economics textbooks is that excess
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burden is proportional to the square of the tax rate, so that doubling the
marginal tax rate roughly quadruples the excess burden of the tax. This rela-
tionship between marginal tax rates and economic efficiency is the reason that
tax systems with broad bases and low rates are generally considered the most
efficient way to raise revenue.

Of course, the tax rate specified in statute may not correspond with what
businesses and individuals actually pay in taxes because of exemptions,
deductions, and credits that reduce their tax burden. The effective tax rate that
people pay (and that drives their behavior) may thus be lower than the
statutory rate. Designing a tax system involves choosing the statutory tax rates,
defining the tax base including any exemptions and deductions, and speci-
fying tax credits. The combination of those choices determines the effective
tax rate that people and firms pay, and that can alter their behavior and cause
distortions in the economy. In the next section we discuss the distortions
created by different tax systems.

1ax Systems and Economic Distortions

The complexities of modern tax systems can change many decisions made
by individuals and businesses alike. For example, individuals choose how much
they work, the forms of compensation they receive (such as wages or health
insurance), how much they save, and whether they own or rent a home.
Businesses must choose how many workers to hire, where to locate workers
and capital assets around the world, the types of assets in which to invest, and
the means of financing these assets (e.g., debt, equity, or retained earnings).
Taxes can affect all of these decisions.

The choice between an income-based and a consumption-based tax system
affects the labor market decisions of workers, the savings decisions of families,
and the behavior of entrepreneurs. For example, a worker facing a marginal
tax rate of 40 percent on income (who would thus take home only $6 for an
additional $10 earned) may decide to work less than someone who faces
a marginal tax rate of 20 percent (and would thus take home $8 for an
additional $10 earned).

Relative to a consumption tax base, the use of an income tax base increases
the costs to individuals of saving for the future, as detailed in Chapter 3 of the
2005 Economic Report of the President. A tax system with the property of static
efficiency does not distort the choices that people make about how to allocate
resources today (for example, it does not affect their decision about whether
to consume apples or oranges). A system with the property of dynamic
efficiency does not distort the choice of how to allocate resources between
today and tomorrow (it does not affect the choice between consuming apples
today and consuming apples in the future).
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Consumption-based taxes are more likely to be dynamically efficient than
income-based taxes. Someone earning a higher return on a savings account
can expect to consume more in the future for each dollar saved, and is thus
likely to save more. Taxing savings (as is done in a pure income-based system)
makes future consumption relatively more costly, which leads people to save
and invest less, with adverse consequences for economic growth.

Further distortions are introduced into the U.S. economy by the separate
taxation of corporate income, rather than integration of taxation of corporate
and personal income. Corporate profits are essentially taxed twice, first under
the corporate income tax and again under the personal income tax when corpo-
rate profits are paid out as dividends. The result is a higher tax on income
earned in the corporate sector than that earned elsewhere in the economy. For
corporate income that is paid out as dividends, the combined tax rate can be
remarkably high: as much as 35 percent at the corporate level and another
15 percent through the individual income tax, considering Federal taxes alone.
Including state tax rates and accounting for deductibility, the Organization for
Economic Cooperation and Development (OECD) estimates the U.S.
combined tax rate can be as high as 50.8 percent. This double-taxation of
corporate income creates both static and dynamic inefficiencies. It is also incon-
sistent with either a pure income tax base or a pure consumption tax base.

The U.S. tax code also makes it costlier for firms to make some kinds of
investments than others, leading to additional distortions of economic deci-
sion making. For example, investment financed from prior earnings (equity)
and investment financed from borrowing (debt) are taxed differently, various
assets are subject to different depreciation rules, and dividend income received
by shareholders is taxed differently from capital gains. There are also ways that
U.S. firms can reduce their effective tax rate by deferring their tax payments.
Each of these differences affects the choices that businesses make about where
and how much to invest.

Finally, the U.S. application of a worldwide tax base affects firms’ decisions
about where to locate and where to make investments. Foreign-sourced income
of U.S. companies is taxable, but the credits taxpayers receive for foreign taxes
paid are not applied uniformly. There are limits to the amount of foreign tax
credit a firm can claim, which can create incentives for firms to change their
investment and business activity patterns across countries based on interna-
tional tax rates. Under this worldwide system, U.S. firms operating in a foreign
country may eventually be liable for not just that host country’s taxes, but also
for U.S. taxes under some circumstances. Competitors from countries taxing on
a territorial basis are not subject to this U.S. tax, and therefore may have a
competitive advantage, all else being equal.
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More generally, the tax treatment of the foreign-source income of U.S.
multinationals under the current worldwide system is widely thought to be one
of the most complex aspects of U.S. taxation. This complexity itself imposes a
burden on these companies, causing them to allocate substantial resources to tax
planning and compliance. With globalization and the increasing importance of
international capital flows, the distortions and complexity generated by the
current U.S. system are increasingly costly to the U.S. economy.

U.S. Tax Policy in International Perspective

In this section we examine the choices the United States has made about
the size of the national tax burden, the forms of taxation to employ, and the
tax rates applied. We compare these choices to those made by other countries
and show that the United States has a relatively low overall tax burden, and
its choices about which tax sources to rely upon differ substantially. Recent
reforms in other countries are highlighted.

International Comparison of Overall Tax Burdens

A common measure of the overall tax burden is the ratio of total taxes paid
to all levels of government to the gross domestic product (GDP). This share
represents the fraction of the total output of the economy that is taken in taxes
in any given year, or the average tax rate. This measure of overall tax burden is
particularly useful for international comparisons. First, it is unaffected by inter-
national differences in national versus subnational government responsibilities.
Second, it adjusts for differences in the overall size of the countries’ economies.

Among countries in the OECD, the United States has a relatively low total
tax burden (including Federal, state, and local taxes). Total taxes in the United
States at all levels of government amounted to 26.4 percent of GDP in 2002,
substantially lower than the OECD average of 36.3 percent. This share is also
below the European Union (EU) average of 40.6 percent.

Chart 5-1 uses OECD data from 2002 to illustrate the average tax rates
(total taxes as a share of GDP) for the 15 largest countries of the OECD.
Only Mexico, Korea, and Japan had total tax burdens smaller than that of the
United States in 2002. OECD countries such as Sweden and Denmark, on
the other hand, had tax burdens that were as much as 20 percentage points of
GDP higher than that of the United States.

The United States faces a significant fiscal challenge in keeping the overall
tax burden low in the future. Growth in Federal entitlement spending if
not checked, threatens to require substantial increases in taxes, significantly
altering the tax choices the United States has made in the past. Box 5-1
provides an overview of this fiscal challenge and its implications for tax policy.
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Chart 5-1 Tax Revenues as a Percent of GDP for the OECD Countries in 2002

The United States has a relatively small total tax burden and uses personal income taxes to collect a
larger share of total revenue than most other countries.
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Note: The countries shown have the 15 largest economies in the OECD. Mexico's personal and corporate tax revenues
are combined, as they were not available separately.
Source: Organization for Economic Cooperation and Development

International Comparison of Tax Bases and
Rate Structures

Beyond different choices about the scope and size of government, the
OECD countries have also made different choices about the tax systems used
to raise funds. Almost all of the OECD countries use some mix of personal
income, corporate income, payroll, sales, and other taxes (e.g., estate and
excise taxes), but they differ significantly in their degree of reliance on each.
Chart 5-1 illustrates the composition of each country’s tax revenue sources:
personal income taxes, taxes on goods and services (consumption taxes), social
security taxes, corporate income taxes, and other taxes.

The United States relies more heavily on personal income taxation than
other OECD countries do. Indeed, in 2002 the United States collected
37.7 percent of its total taxes through the personal income tax compared to
an OECD average of 26.0 percent. Given this difference, one might then ask
how other countries finance their spending. The primary alternative tax base
is consumption. OECD countries collected an average of 31.9 percent of total
revenues from taxes on goods and services, mainly through value-added taxes
(VATs). A VAT is a tax applied to the gross receipts earned by sellers of prod-
ucts, but sellers receive a tax credit for taxes paid on the inputs they use, so
the tax effectively applies only to the value that they themselves added in the
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Box 5-1: Fiscal Challenges Ahead

U.S. Federal tax revenues and Federal expenditures have remained
fairly stable as a share of national output (GDP) over the past four
decades. Despite this overall stability, substantial changes have
occurred in the composition of both revenues and expenditures. These
expenditure trends in particular foreshadow a major fiscal challenge
facing the United States.

Total Federal revenues have averaged 18.2 percent of GDP since the
1960s, with only modest variation around that average, although the
composition of revenues has shifted toward payroll taxes and away
from excise and corporate income taxes. As discussed in this chapter,
the income tax base and rates have changed many times during this
period, but the overall contribution of income taxes to total revenues
has been fairly stable.

Total Federal outlays since the 1960s have also remained close to the
long-run average of about 20.4 percent of GDP, despite many changes
in the economy and the mix of government programs that have
occurred since 1962. This stability masks important underlying trends,
however, in the composition of expenditures. The share of GDP and of
the government’s budget allocated to spending on Medicare, Medicaid,
and Social Security has risen steadily, while the share devoted to
defense has fallen. If the growth of spending on these programs goes
unchecked, there will soon be a major break in the generally stable
fiscal situation that the United States has enjoyed for most of the
postwar period.

The cost to the Federal government of these three entitlement
programs is expected to rise from 8.0 percent of GDP today to about
15.6 percent of GDP in 2045. In 2005, all other spending programs of the
Federal government, excluding interest payments on the national debt,
amounted to 9.0 percent of GDP. With this growth, and other programs
remaining constant as a share of GDP, in 2045 the Federal budget
excluding interest on the debt will consume 24.6 percent of the GDP,
compared to 17.0 percent today, with continuing increases beyond that
date. Adding back interest on the national debt could make the share of
GDP absorbed by the Federal budget even larger.

The implications of these trends are grave. If the major entitlement
programs grow as forecast, future generations will be forced to choose
between massive tax increases, near-elimination of all government
programs outside of entitlements (including defense and essential
services), or some combination.
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making of the product. Only 17.6 percent of U.S. tax revenues came from
taxes on goods and services in 2002, primarily through state and local sales
and excise taxes. Recall, however, that the personal income tax is actually a
hybrid income-consumption tax, so that some of the taxes collected through
the U.S. income tax system, and those of other countries, might be thought
of as taxes on consumption.

The United States has also made different choices about the marginal tax
rate structure to impose on its tax base. Chart 5-2 shows the top marginal
personal income and corporate income tax rates in various OECD countries,
including the 15 largest OECD economies and Ireland. The black bars illus-
trate the personal rate and the gray bars illustrate the corporate rate. The chart
shows the OECD’s “all-in” definition of the top rate, which includes taxes
collected by all levels of government and the employee portion of the social
security tax. The top marginal personal income tax rate of 43 percent in the
United States is comparable to that of several of the OECD countries such as
the United Kingdom (41 percent), and slightly lower than those in France
(47 percent) and Japan (48 percent), which matches the OECD average
(48 percent), and significantly below the rates in Germany and the
Scandinavian countries (all 55 percent or higher). At the same time, the
United States has a combined (Federal and state) marginal corporate income
tax rate of 39 percent, well above the OECD average of 30 percent, and
second highest to that of Japan.

Chart 5-2 illustrates several important points. First, while the U.S. top
individual income tax rate is comparable to those of other OECD countries,
its top corporate rate is relatively high. Second, except for Mexico, each
country’s top personal rate is higher than its top corporate rate. Third, there
is no clear correlation between the top personal and corporate tax rates.
Ireland, for example, has a moderately high personal rate but a very low
corporate rate, while Germany has high rates in both cases.

The United States has also chosen to tax on a worldwide basis, as discussed
above, unlike some other countries. In 2003, 13 of 30 OECD countries taxed
on a worldwide basis, including Japan, Korea, Mexico, and the United
Kingdom. The majority of OECD countries (17 countries in 2003) tax on a
territorial basis, including Canada, France, Germany, Ireland, Netherlands,
Spain, and Sweden.

Finally, the United States has made different choices about the integration
of personal and corporate income tax structures. The United States uses a
classical system, which taxes corporate and personal income separately, based
on the status of corporations as separate legal entities. This results in the
double taxation of income earned in the corporate sector. Other countries
using this system include Ireland, Sweden, and Switzerland. Alternatives to
the classical system provide some form of dividend tax relief, thereby avoiding
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Chart 5-2 Top Marginal Personal and Corporate Tax Rates for the OECD Countries in 2004
The United States has a relatively high top corporate tax rate and a moderately low personal income tax
rate in comparison with other large economies in the OECD.
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Note: The countries shown include the 15 largest OECD economies plus Ireland, which is interesting because of its
relatively low corporate tax rate. The personal rates are the OECD's "all-in” (top marginal) tax rates, which are calculated
as the additional central and subcentral government personal income tax, plus employee social security contribution,
resulting from a unit increase in gross wage earnings.  The corporate rates are the OECD's top combined central and
subcentral government rates, with the deductibility of subcentral government taxes taken into account.

Source: Organization for Economic Cooperation and Development

or reducing double taxation. Under the impuzation system, shareholders are
given a personal income tax credit for tax paid by the corporation on that
portion of its profit. Countries using imputation systems (wholly or partially)
include Australia, New Zealand, Norway, Canada, and the United Kingdom.
Another alternative is the dividend exclusion method, under which a portion of
dividends paid to individuals is excluded from tax at the individual level.
Countries using this method include Germany, France, Finland, and Italy. A
final method that can be used to avoid double taxation of dividend income is
to apply a two-rate system. Under this approach, distributed corporate profits
(paid out in dividends) and undistributed profits are taxed at two different
rates with undistributed profits taxed at a higher rate. The extent to which
this approach eliminates the double taxation of dividend income depends on
the rates chosen.

Recent International Tax Reforms

We begin by reviewing several common trends in recent tax reforms that
have been adopted by a diverse set of nations. We then examine the implica-
tions of these reforms for international tax competition and for reform of the
U.S. system.
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International Tax Reform Trends

According to the OECD, most countries making changes in their tax
systems since 1999 have lowered personal and corporate income tax rates.
Those rate reductions were often financed, at least in part, by base broad-
ening. Within this overall pattern of lower personal and corporate income tax
rates, there are four discernible trends.

One clear trend among OECD countries is reducing the taxation of wage
and salary income. These taxes have been reduced through both rate reduc-
tions and increases in taxable income thresholds. The OECD average “all in”
tax rate for a full-time production worker fell from 25.6 percent in 2000 to
24.8 percent in 2003. The corresponding marginal tax rate fell from
35.4 percent to 34.3 percent. Among G-8 countries since the year 2000,
France, Germany, Japan, Russia, and the United States have all lowered
personal income tax rates that apply to wage and salary income. Changes in
the tax brackets and rate structures generally made these tax systems less
progressive, although accompanying changes in exemptions, deductions, and
credits complicate the distributional picture.

A second trend is reducing the tax rates applied to corporate income. The
OECD average corporate income tax rate fell from 33.6 percent in 2000 to
30.8 percent in 2003. As in the case of wage and salary taxation, these rate
reductions have typically been accompanied by base-broadening measures.
Since 1999, the G-8 countries of France, Germany, Italy, and Japan all
reduced their corporate tax rates.

A third trend is reducing the taxation of capital income (especially capital
gains and dividends) under the personal income tax. Top marginal tax rates
on dividend income (corporate plus personal) fell over the period 2000-2003
among OECD countries from 50.1 percent to 46.4 percent. Reforms in Italy,
Japan, and the United States, in particular, all reduced the personal income
tax rates applied to interest, dividends, or capital gains. Six of the G-8 coun-
tries have also altered their tax systems to better coordinate their personal and
corporate income taxes. Several countries of the EU, including France,
Germany, and Italy, applied partial dividend exclusions, and Russia lowered
its dividend tax rate.

A fourth trend is the increasing popularity of flaz rate income tax schedules.
Since the mid-1990s, eight Eastern European countries, including Russia,
have adopted income taxes with flat rate structures. The personal tax rates
among these eight reform countries range from a low of 12 percent in Georgia
to a high of 33 percent in Lithuania, and average 20.6 percent. On the corpo-
rate income side, the tax rates range from a low of 10 percent in Serbia to a
high of 24 percent in both Estonia and Russia, and average 17.9 percent.
Countries adopting these flat income tax structures tend to also apply
value-added taxes at relatively high rates, typically 18%.
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Evidence on International Tax Competition

Evaluating the U.S. tax system in relation to other national tax systems is
particularly important in a world where nations compete for business and
mobile capital (including physical, financial, and human capital) by making
their tax systems more attractive. A recent review of evidence on international
tax competition suggests a systematic change in the pattern of tax rate setting.
From 1982 to 1999, there was a substantial increase in international capital
mobility, reflected in the amount of foreign direct investment (purchase of
buildings, machinery, and equipment) and other measures of the flow of
international capital. At the same time, statutory corporate tax rates (tax rates
established in the law) declined all around the world and corporate tax bases
were broadened, resulting in little change in effective average rates. An excep-
tion to that general rule is that effective tax rates for foreign subsidiaries of
U.S. firms located in small countries fell sharply between 1992 and 2000.

While the United States reduced its top combined corporate tax rate from
50 percent in 1982 to 39 percent in 2005, as measured by the Institute for
Fiscal Studies, other countries have made even more significant reductions.
The United States now has the second highest combined corporate income
tax rate among OECD countries, behind only Japan. With international tax
rates falling overall, and a convergence between rates applied by large and
small countries, the United States risks becoming less competitive in
attracting capital. As capital becomes more mobile, it is increasingly easy for
companies to move their productive activities, including physical capital,
export/import operations, research and development activities, and other
forms of knowledge creation, around the world in response to tax incentives.
(Chapter 7, The History and Future of International Trade, discusses the role
of global engagement in firm performance.) In the current environment of
international tax competition, the United States will be increasingly chal-
lenged as the destination of choice for internationally mobile capital and jobs.

U.S. Tax Reforms: Past, Present, and Future

Reform of the U.S. tax system can play a critical role in improving
economic efficiency and the competitiveness of U.S. firms In this section, we
examine past tax-reform efforts in the United States, starting with the Tax
Reform Act of 1986 (TRA86), and project potential future reforms. We focus
in particular on reform of the U.S. tax base and on the taxation of savings or
the return to savings, such as interest, dividends, and capital gains.
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Twenty Years of Tax Reform

The U.S tax code has many provisions that give preferential treatment to
certain types of income. In some instances, these preferences may improve
efficiency, such as incentives to increase retirement saving or investment in
new equipment that offset distortions introduced by the income tax system.
In other cases, tax preferences intentionally distort economic decisions in
order to promote certain kinds of economic activity, such as the introduction
of tax credits that subsidize advanced education, labor market participation,
research and experimentation, or the employment of disadvantaged workers.
These provisions narrow the tax base and result in higher marginal tax rates
for at least some taxpayers. They also add complexity to the tax code. The
President’s Advisory Panel on Federal Tax Reform illustrated the trade-off
between tax rates and the tax base in the current U.S. tax system. Their calcu-
lations suggest that with a broader tax base, tax rates in all tax brackets could
be reduced by about a third. Multiple changes to the tax base in the last two
decades reflect this tension.

The Effect of Recent Reforms on the lax Base

We have ample evidence from the last two decades that tax policy is always
evolving. The last comprehensive U.S. tax reform was the Tax Reform Act of
1986. That reform was revenue-neutral, broadening income tax bases and
lowering marginal tax rates dramatically. TRA86 actually built on reductions
in marginal tax rates that began in 1981 when the top rate was reduced from
70 percent to 50 percent. Under the base-broadening provisions of TRAS86,
marginal tax rates were reduced further, with the top rate cut to 28 percent.
Rates applied to different types of income were also made more uniform. For
example, one study estimated that effective capital tax rates (taking into
account depreciation schedules and other tax provisions that differ across
types of capital) prior to TRA86 ranged from a 45.6 percent tax on income
from industrial buildings to a 3.3 percent subsidy of income from general
industrial machinery. After TRA8G6 those effective tax rates converged to
37 percent and 38 percent, respectively. Leveling the playing field in this way
reduces the distortions to investment across various forms of capital. While
TRAB86 made effective tax rates more similar across types of capital income,
it also raised the overall cost of capital, which likely discouraged investment
and reduced dynamic efficiency.

Since TRAS8G, there have been more than 100 different acts of Congress
making nearly 15,000 changes to the tax code. These changes have altered
both the individual and the corporate tax bases. Some changes have narrowed
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the tax base (such as the 1997 repeal of the Alternative Minimum Tax for
small business and the 2001 increase in the standard deduction for joint
filers), while others have broadened it (such as the 1990 and 1993 limits on
itemized deductions and the 1993 expansion of the taxability of Social
Security benefits). Other reforms have changed the tax rates applied to this
base, such as the rate reductions enacted in 2001 and accelerated in 2003. The
introduction and expansion of numerous tax credits, such as the Child,
HOPE, Lifetime Learning, Welfare to Work, and Renewal Communities
credits, have narrowed the base and introduced disparities in tax rates applied
to different types of income.

Disparities in effective marginal tax rates on capital are once again quite
large, varying with the method by which capital is financed and by the type
of asset. A recent study finds that the effective tax rate on corporations ranges
between a tax of 36.1 percent on equity-financed activity to a subsidy of
6.4 percent of debt-financed activity. Furthermore, that study finds that the
effective marginal tax rate varies from a high of 36.9 percent to a low of
9.2 percent, depending on the asset type. The current piecemeal tax system is
thus both complex and inefficient. In the following section, we examine
potential reforms to address these issues.

Potential Reforms to the Tax System

The increasingly globalized business environment in which U.S. investors
and firms operate makes the design of an efficient and competitive tax system
particularly crucial. Two central issues in the current tax reform debate are the
choice of tax base along the income-consumption spectrum and the coordina-
tion of personal and corporate tax rates. Recent U.S. tax reforms have lowered
the tax rates on capital income. Comprehensive reform could uniformly lower
the level of capital income taxation, and could thus reduce the distortions of
the current tax system and support greater potential economic growth.

Comprehensive Business Taxation

One shortcoming of the U.S. tax system, discussed above, is the double
taxation of corporate income, which subjects capital income to a high effective
rate. Since 2003, the United States has taken steps to reduce this problem by
applying a substantially lower (15 percent) individual tax rate to dividend
and capital gains income, thereby implicitly applying a two-rate system. The
President has recommended making permanent these lower tax rates on capital.

Over the years, several comprehensive reforms to integrate corporate and
personal income taxes have been proposed. The Treasury Department
developed a proposal for a Comprehensive Business Income Tax (CBIT) in
the 1990s. The proposed system was designed to give equal tax treatment to
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corporate debt and equity, tax corporate and noncorporate businesses alike,
and reduce the tax distortions between retained and distributed earnings. The
CBIT still provides a relevant prototype for integration within the context of
an income tax system. Alternatives have also been proposed that move away
from reliance on an income tax by implementing a cash-flow business tax (see
Box 5-2, for example).

Box 5-2: Simple, Fair, and Pro-Growth: Proposals to Fix
America’s Tax System

Recommendations of the President’s Advisory Panel on
Federal Tax Reform

The President’s Advisory Panel on Federal Tax Reform was charged
with evaluating the current Federal tax system and developing alterna-
tives that achieved improvements in simplicity, fairness, and growth
potential. They were asked to make at least one recommendation based
on the current income tax system, to make their recommendations
revenue-neutral, and to preserve incentives for charitable giving and
home ownership. In addition, the panel chose to design their recom-
mendations to preserve the current distribution of tax burden. Their
2005 report recommends two alternatives to the present income tax
system: a Simplified IncomeTax (SIT) and a Growth and InvestmentTax
(GIT). The SIT plan is a simplified version of the current income tax
system.The GIT plan moves to a modified consumption tax that retains
some income tax elements.

These two proposals have several features in common. They both
have fewer tax brackets and lower top marginal tax rates for individuals
and families than the current system. Both plans would repeal the
Alternative Minimum Tax (AMT) for families and corporations. Both
simplify the tax treatment of savings and lower the tax burden on
productivity-enhancing investments by businesses. Either plan would
be substantially simpler than the present tax system, and both plans
maintain the present distribution of tax burden across income groups.

The two plans diverge primarily in their taxation of business and
capital income, using different bases for business taxation. The SIT plan
retains a simplified income tax applied to corporations, while the GIT
plan would apply a cash-flow tax to all businesses (not just corporations).
While they both lower the effective tax rate on capital income, they use
different approaches to do so. The SIT plan excludes dividends paid to
individuals from the individual income tax base and excludes 75 percent
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Box 5-2 — continued

of corporate capital gains from U.S. companies, while the GIT plan
applies a uniform 15 percent tax to interest, dividends, and capital gains
at the individual level. The SIT plan adopts a simple accelerated depreci-
ation method for investments, while the GIT plan would permit full
expensing of investment. The plans also tax foreign income differently.
The SIT plan taxes income on a territorial basis (with foreign-sourced
income untaxed), while the GIT cash-flow tax is destination-based (with
exports untaxed).

Either of these two recommendations represents a significant step
forward in making the U.S. tax system simpler, fairer, and growth-
enhancing, but each would involve substantial transition costs. They
deserve serious consideration and more comprehensive analysis.

The President’s Tax Reform Panel

The broader goals of any comprehensive tax reform should be the creation
of a system that is simple, is fair, and promotes economic growth. The
President’s Tax Reform Panel sought to design revenue-neutral and distribu-
tion-neutral plans to achieve these goals. The panel proposed two prototypes
for reform: a Simplified Income Tax (SIT) and a Growth and Investment Tax
(GIT), summarized in Box 5-2. Both of these proposals fundamentally alter
the tax bases for individuals and businesses as well as the treatment of capital
income. Either of these reforms would represent a large change and involve
important transition issues. While each plan embodies features that are attrac-
tive from the point of view of efficiency, fairness, and simplicity,
comprehensive review of these plans and policy debate is needed before
making such substantial changes to the tax system.

Conclusion

Every government faces choices about how to design its tax system in order
to finance the services it provides for its citizens. Because virtually all forms of
taxation distort economic decision making, each country faces the challenge
of designing a tax system that raises needed revenue and achieves distributional
and other goals while distorting economic decisions as little as possible. By taking
into account the effects of tax rules on the economic behavior of individuals and
firms, governments can provide a tax environment that fosters the most-efficient
allocation of resources and the best economic performance possible.
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The United States has chosen to impose an overall tax burden that is low
relative to most other industrial countries and to rely most heavily on the
personal income tax. Governments of other advanced economies rely less on
personal income taxation and more on consumption taxes, such as value-
added taxes, in order to finance a larger public sector. Given the U.S. reliance
on the personal income tax, we face the continuing challenge of keeping the
income tax base broad and the rates low in order to keep the economic burden
of taxation as small as possible.

Global tax reforms have changed the tax landscape substantially in recent
years. Other advanced economies have generally reduced taxes on wage and
salary income, reduced taxes on capital income under the personal income tax
(in particular, capital gains and dividends), and reduced taxes on corporate
income. While our personal income tax rates are comparable to those of other
countries, our corporate tax rate is now the second highest among OECD
countries. These international differences could endanger the ability of the
U.S. economy to attract capital in a world where capital is increasingly
mobile. Any reform of the U.S. tax system should aim to improve the
performance of the U.S. economy and to spread the burden of financing
government spending simply and fairly.
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CHAPTER 6

The U.S. Capital Account Surplus

he United States conducts a large number of trade and financial

transactions with other countries. These transactions are recorded in the
U.S. balance of payments accounts. The balance of payments consists of two
subaccounts. One subaccount is the current account. The current account
consists largely of the trade balance, which records U.S. imports and exports
of goods and services. The second subaccount is the capital and financial
account (hereafter called the capital account), which records U.S. net sales or
purchases of assets—stocks, bonds, loans, foreign direct investment (FDI),
and reserves—with other countries during the same time period.

In 2004 (the most recent calendar year for which data exist), the United
States ran a current account deficit of $668 billion. This deficit meant the
United States imported more goods and services than it exported. The coun-
terpart to the U.S. current account deficit was a U.S. capital account surplus.
This surplus meant that foreign investors purchased more U.S. assets than U.S.
investors purchased in foreign assets, investing more in the United States than
the United States invested abroad. By economic definition, a country’s current
and capital account balances must offset one another. Therefore, the U.S.
current account deficit was matched by a capital account surplus of $668
billion (including $85 billion in net statistical discrepancies within the capital
account, which are included in part to ensure the accounts sum to zero).

Because foreigners invested more in the United States than the United
States invested abroad, the United States received net foreign capital and finan-
cial inflows (hereafter called net capital inflows). Countries like the United
States that run capital account surpluses and current account deficits receive
net foreign capital inflows. In contrast, countries that run capital account
deficits and current account surpluses experience net foreign capital outflows.

Between 1980 and 2004, the United States ran a capital account surplus
and a current account deficit in all but three years. More recently, net capital
inflows to the United States have risen sharply (Chart 6-1). The $668 billion
in net inflows received in 2004 was nearly $300 billion greater than the level
of net inflows received only three years earlier. As a percent of U.S. Gross
Domestic Product (GDP), net capital inflows rose from 1.5 percent in 1995
to 4.2 percent in 2000 to 5.7 percent in 2004. In 2005, U.S. net capital
inflows are likely to have exceeded 6 percent of GDP and ranged from
$700 to $800 billion in dollar terms.
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Chart 6-1 Net Capital Inflows to the United States
Net U.S. inflows have risen in recent years in absolute terms and as a percent of GDP.
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Source: Department of Commerce (Bureau of Economic Analysis).

Recent growth in U.S. net capital inflows has sparked debate about the
causes of these inflows. As this chapter discusses, a variety of factors explain
recent trends in U.S. capital inflows. One of these factors is the pattern of
national saving (hereafter called domestic saving) and domestic investment in
the United States and other countries. This perspective on foreign capital
flows—Ilinking domestic saving and investment balances—is consistent with,
but somewhat different from, analyses that explain U.S. capital inflows by
focusing narrowly and exclusively on the U.S. trade deficit. In a view that
empbhasizes trade flows, U.S. net capital inflows result directly from the excess
of U.S. imports over U.S. exports. In contrast, a view that emphasizes
domestic saving and investment balances highlights a wider range of factors
within countries that can lead them to experience net capital inflows or
outflows. Key points of this chapter are:

* The size and persistence of U.S. net capital inflows reflects a number of
U.S. economic strengths (such as its high growth rate and globally
competitive economy) as well as some shortcomings (such as its low rate
of domestic saving).
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* The recent rise in U.S. net capital inflows between 2002 and 2004 in
part reflects global economic conditions (such as a large increase in crude
oil prices) as well as policies (such as China’s exchange rate policy) and
weak growth in several other large economies (such as Germany) that led
to greater net capital outflows from these countries.

* The United States is likely to remain a net foreign capital recipient for a
long time. However, the magnitude of future U.S. net capital inflows is
likely to moderate from levels observed in recent years.

* Encouraging greater global balance of capital flows would be helped by
steps in several countries. The United States should raise its domestic
saving rate. Europe and Japan should improve their growth performance
and become more attractive investment destinations. Greater exchange
rate flexibility in Asia, including China, and financial sector reforms
could increase the role of domestic demand in promoting that region’s
future growth.

In addition, the chapter makes two broader points. First, global capital
flows—the flow of saving and investment among countries—should be
analyzed from a global perspective and not by considering U.S. economic
policies alone. Global capital flows are jointly determined by the behavior of
many countries. To understand why the United States receives large net
capital inflows requires understanding why countries like Japan, Germany,
China, and Russia experience large net capital outflows.

A second point is the need to distinguish between market-driven and
policy-driven capital flows. For example, recent capital outflows from
Germany have largely reflected market forces and private sector behavior. In
contrast, China’s recent net capital outflows largely reflect policy decisions. In
the United States, capital inflows have reflected a combination of market
forces and policy behavior. Separating market from policy-related sources of
capital flows is important for understanding capital flow patterns and to
consider how these flows may change in the future.

This chapter is structured in five parts. The first part explains the distinction
between countries that are net capital importers (receiving net capital inflows)
and countries that are net capital exporters (experiencing net capital outflows).
One key theme is the link that exists between saving and investment balances
within countries and capital flows among countries. The second part of the
chapter examines recent trends in global capital flows. Next, the chapter exam-
ines four countries that were the world’s largest net capital exporters in
2004—]Japan, Germany, China, and Russia—to understand some of the
factors driving their capital outflows. The chapter then examines recent U.S.
capital inflows and their determinants. The final section discusses whether the
United States can continue receiving net capital inflows indefinitely.
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Global Capital Flows—Principles

Global capital flows reflect the matching of saving and investment
opportunities in the global financial system. In any given period, countries can
be classified as net capital exporters or net capital importers. Net capital
exporters have supplies of domestic saving (which includes households, firms,
and the government) that exceed domestic investment opportunities that are
expected to be profitable. Because of their excess saving, these countries export
some portion of their saving to other countries through net purchases of
foreign assets—stocks, bonds, loans, FDI outflows, and reserves. In contrast,
countries that are net capital importers have more domestic investment oppor-
tunities that are expected to be profitable than they can fund with their supply
of domestic saving. These countries have excess demand for saving and import
foreign saving through net sales of assets to foreign investors. Broadly speaking,
therefore, global capital flows reflect the interaction between countries that are
net capital importers and net capital exporters.

Stated differently, countries that are net capital exporters run capital
account deficits and current account surpluses. Conversely, countries that are net
capital importers run capital account surpluses and current account deficits. A
country’s capital account balance reflects its net sales or purchases of assets
with other countries. Its current account balance reflects its net sales or
purchases of goods and services with other countries along with net flows of
income and transfer payments. The current account and capital account must
exactly offset one another. This means the value of a current account surplus
will be mirrored by the value of a capital account deficit, and a current
account deficit will be mirrored by a capital account surplus of equal value.

Capital flows provide benefits to both groups of countries. For capital
exporters, net outflows allow them to earn a higher return on their savings by
investing abroad than they expect to earn by investing in their own countries.
For capital importers, drawing on foreign savings allows domestic investment
to be maintained at a higher level than would otherwise be possible given
their level of domestic saving. Maintaining a high level of capital investment
is critical for promoting future growth.

Changes in the rate of domestic saving or domestic investment will cause
changes in a country’s capital and current account balances. For example, a rise
in domestic investment relative to saving will, all else equal, cause the capital
account surplus to rise and the current account balance to fall. In this case, net
capital inflows will increase (or, for countries already experiencing net capital
outflows, net outflows will decrease). Conversely, an increase in domestic
saving relative to investment will cause the capital account balance to decrease
and the current account balance to increase. In that case, net foreign capital
outflows will increase (or net capital inflows will decrease). Therefore, one way
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of assessing changes in current and capital account balances is to examine
changes in domestic saving and investment rates (see Box 6-1).

Box 6-1: Analyzing the Current and Capital Account Balances

There are two ways to analyze the current account balance.The more
widely used perspective measures a country’s imports and exports of
goods, services, net income flows, and net current transfer payments.
Net capital flows, which are recorded in the capital account, reflect
financing from foreigners needed to pay for net import purchases on
the current account. By accounting necessity, the current account and
capital account must sum to zero. Therefore, a current account deficit
will be matched by a capital account surplus of equal magnitude.

The table below shows the U.S. current and capital accounts in 2004.
The current account deficit of $668 billion was offset by an equivalent
capital account surplus (including net statistical discrepancies, previ-
ously noted). Line items within the capital account specify the ways that
foreigners invested in the United States. The largest net capital inflow
component was portfolio investment ($763 billion in gross inflows and
$103 billion in gross outflows, equaling $660 billion in net inflows).
Because the United States has a floating exchange rate, changes in its
official reserve assets were small. For countries with fixed exchange
rates, changes in reserves are typically much larger because reserves
are bought or sold through foreign exchange intervention that is under-
taken to manage the value of their exchange rate.

Current Account (billion dollars)  Capital Account (billion dollars)

Goods - $665 Net capital transfers - %2
Services + $48 Net foreign direct investment - $145
Net income + $30 Net portfolio investment + $660
Net current transfers - $81 Net banking and other flows + $67
Total - $668 Net statistical discrepancies + $85

Net change in official reserve assets + $3

Total + $668

Source: Bureau of Economic Analysis, International Monetary Fund, International
Financial Statistics

Another perspective on the current account compares domestic
saving with domestic investment. When domestic investment exceeds
domestic saving, a country has excess demand for saving that is met
by drawing on other countries’ saving. Foreign capital inflows may
reflect expectations by foreign investors that they will realize a higher
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Box 6-1 — continued

return by investing in other countries than they will earn by investing in
their own countries. In this case, capital inflows broadly reflect the
attractiveness of investing in one economy relative to other economies.

The table below shows U.S. domestic saving and domestic invest-
ment in 2004. Because domestic investment exceeded saving, a current
account deficit and capital account surplus resulted. The total sums to
the same amount regardless of whether the current account is looked
at through trade flows or through saving and investment flows.

U.S. Savings and Investment—2004 (billion dollars)

Gross domestic saving + $1,572
Gross domestic investment + $2,301
Net other flows +  $61
Total $ 668

Source: Bureau of Economic Analysis

Global Capital Flows—Recent Patterns

What is the current pattern of net capital inflows and outflows across
countries? How has this pattern changed in the past decade? Chart 6-2 shows
the United States was the largest net capital recipient in 2004. Spain, Great
Britain, Australia, and Turkey were also net capital recipients. Japan, Germany,
China, Russia, and Saudi Arabia were the largest net capital exporters.

Between 1995 and 2004, global saving and investment patterns changed in
a number of respects. Some of the more important changes were:

* Declining concentration among net capital exporting countries. Falling
concentration means that a wider range of countries experienced net
capital outflows. In 1995, the world’s largest net capital exporter (Japan)
accounted for 39 percent of global net capital outflows and the five
largest net capital exporters accounted for 70 percent of net outflows. In
2000, the largest net capital exporter accounted for 24 percent of net
outflows while the five largest net exporters accounted for 48 percent of
net outflows. In 2004, the largest net exporter accounted for 20 percent
of net outflows while the five largest net exporters accounted for
52 percent of net outflows.

* Rising concentration among net capital importing countries. Rising
concentration means that a smaller number of countries received a larger
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Chart 6-2 Largest Net Capital Importers and Exporters- 2004
The United States had the largest net capital inflows in dollar terms and Japan had the largest net capital outflows
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share of total net capital inflows. Most of this change reflected higher
U.S. net capital inflows. The United States received 33 percent of global
net capital inflows in 1995, 61 percent in 2000, and 70 percent in 2004.
The five largest net capital recipients received 57 percent of global net
capital inflows in 1995, 78 percent in 2000, and 86 percent in 2004.

» A change in net capital flow positions for some large countries. Germany

experienced the largest change in its net capital flow position. In 1995
and 2000, Germany received $30 billion in net capital inflows but had
$104 billion in net outflows in 2004. Saudi Arabia also went from small
net capital inflows in 1995 ($5 billion) to large net capital outflows in
2004 ($52 billion).

* A change in the regional composition of capital flows. Developing Asian and

Middle Eastern countries also became large net capital exporters. In
1995, developing Asian countries had net inflows of $42 billion, but had
net outflows of $93 billion in 2004. China had $2 billion of net capital
outflows in 1995, $21 billion of net outflows in 2000, and $69 billion
in net outflows in 2004. Rising crude oil prices also caused many
oil-producing countries to become large net capital exporters. Middle
Eastern countries had net capital inflows of $1 billion in 1995 and
$103 billion of net outflows in 2004.
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* Net capital outflows from developing countries. In 1995, developing and
emerging market countries as a whole received $84 billion in net capital
inflows. In 2000, they experienced $91 billion in net outflows. In 2004,
they experienced $367 billion in net outflows. While these countries
remained net recipients of foreign direct investment (FDI) inflows, they
became large net purchasers of foreign reserve assets. These purchases,
made primarily by central banks, represent a capital outflow because
domestic resources are being invested abroad rather than within
these countries.

* Rising global foreign reserve levels. The value of global foreign reserves
(held primarily by central banks) rose from roughly $1.5 trillion to
$3.9 trillion between 1995 and 2004—a 160 percent increase in a period
when the value of global GDP increased by roughly 40 percent. Global
reserves increased by more than $1.3 willion in 2002-04 alone. Three
countries accounted for nearly 60 percent of this reserve increase—

Japan, China, and South Korea.

Global Capital Exporters

To understand global capital flow patterns, we can examine in more detail
saving and investment patterns in some of the largest capital importers and
exporters. The world’s four largest net capital exporters in 2004 were Japan,
Germany, China, and Russia. In total, these countries exported more than
$400 billion of domestic savings to other countries through their net
purchases of foreign assets. Net capital outflows from these four countries
represented 46 percent of outflows among all net capital exporting countries
in 2004.

While these countries exported large amounts of their saving to other
countries, they also differed in several respects. Recent capital outflows from
Japan and Germany, for example, have been associated with weak growth
while Russia and China have experienced rapid growth. Germany’s capital
outflows largely reflect private sector, market-driven behavior whereas China’s
outflows reflect policy behavior. Japan and Germany have run fiscal deficits
while Russia has had a fiscal surplus. Japan and Germany have had falling
rates of domestic investment while China has had a rising rate. What these
countries have had in common, however, were supplies of domestic saving
that exceeded their domestic investment.

Japan—Deflation and a Falling Investment Rate

With net capital outflows of $172 billion, Japan was the world’s largest net
capital exporter in 2004. Between 1995 and 2004, Japan was the world’s
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largest net capital exporter every year, “pushing” more than $1.1 trillion in
excess saving into the global financial system. Moreover, the level of Japan’s
net capital outflows increased each year from 2001 to 2004.

Recent growth in Japan’s net capital outflows has resulted primarily from a
falling domestic investment rate rather than a higher saving rate. Between
1995 and 2004, Japan’s domestic saving rate fell from 30 percent to 28percent
of GDP. During this same period, Japan’s domestic investment rate fell from
28 percent to 24 percent of GDP. This widening gap between saving and
investment—Japan’s excess supply of saving—led to higher net capital
outflows and a corresponding rise in its current account surplus. Japan’s
current account surplus rose from 2.1 percent of GDP in 1995 to 2.5 percent
of GDP in 2000 to 3.7 percent of GDP in 2004.

Japan’s investment rate has fallen for several reasons. A declining population
and slowing growth in its labor force has reduced Japan’s need for physical
capital. Japan also arguably suffered from a large excess of capital investment
in the late 1980s. This previous experience with overinvestment, growth in
bad loans among Japan’s banks, and the slow growth Japan has experienced
since the early 1990s following the collapse of its “bubble economy” have
made Japanese firms more cautious about undertaking new domestic invest-
ment. Deflationary pressures (a decline in the overall price level) have also
weakened private investment since firms are often more reluctant to initiate
new investment when future prices are expected to fall.

The key source of Japan’s rising saving-investment imbalance has been its
corporate sector. Between 1995 and 2004, Japan’s corporate sector went from
being a net borrower of funds (investing more than it saved) between
2 percent to 3 percent of GDP to a net lender of funds (saving more than it
invested) equivalent to nearly 15 percent of GDP. During this same period,
the rate of net saving in Japan’s household sector fell by roughly 70 percent
(from 10 percent to about 3 percent of GDP) while Japan’s public sector was
a large net borrower of funds. Therefore, rising net savings by Japanese firms
explain much of the recent growth in Japan’s net capital outflows.

After a long period of slow growth, Japan’s economy showed some signs of
improvement in 2005. Financial ratios among firms improved, and growth
prospects appeared to improve. Japan’s central bank forecast that deflation is
likely to end in 2006. Business confidence strengthened and commercial bank
lending began to resume. Japan’s labor market also showed some signs of
strength. The re-election of Prime Minister Koizumi strengthened prospects
for future economic reform. To the extent Japan can achieve sustained
growth, its future net capital outflows are likely to slow. Stronger growth in
Japan will encourage a larger share of its savings to remain at home rather
than being invested abroad.
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Germany—Structural Rigidities and a Falling Investment Rate

With $103 billion in net capital outflows, Germany was the world’s second
largest net capital exporter in 2004. Between 1990 and 2000, Germany
received total net foreign capital inflows of $175 billion. Between 2001 and
2004, in contrast, Germany experienced net capital outflows of more than
$200 billion. Germany’s rising net capital outflows have been mirrored by its
rising current account surpluses. Between 2001 and 2004, Germany’s current
account surplus rose from 0.2 percent to 3.8 percent of GDP.

Like Japan, Germany’s rising saving surpluses and net capital outflows have
stemmed from a falling rate of domestic investment rather than a rising rate
of domestic saving. At 21 percent of GDP, Germany’s saving rate has been
broadly stable over most of the past decade (though it did rise from 2003 to
2004). Domestic investment during this period, however, fell from 22 percent
to 17 percent of GDP—the second lowest investment rate among G8 countries
(the world’s most advanced economies).

Why has Germany’s investment rate declined? One factor has been
structural rigidities in its economy that have slowed Germany’s rate of growth
and opportunities for profitable investment. These rigidities result in part from
legal and microeconomic barriers that limit economic flexibility. Inflexibility
can prolong periods of slow growth because an economy is less able to adjust
effectively to changing conditions in its labor and product markets and achieve
full levels of employment. According to the Organization for Economic
Cooperation and Development (OECD), barriers to new business formation
and investment are higher in Germany than the OECD average. A World
Bank “employment rigidity index” scored Germany’s labor market at 55
(scaled from 0-100, with higher scores implying greater rigidity) compared to
17 for Australia, 14 for Great Britain, and 3 for the United States. Germany’s
standardized unemployment rate is high (9.5 percent in 2005) and its long-
term unemployment rate (measuring workers unemployed for a year or more)
was more than 50 percent higher in 2004 than the average OECD rate.

Germany has taken some recent steps to reduce unemployment and
accelerate its growth. Laws limiting temporary and part-time work have been
relaxed. Passage of “Hartz IV” labor reforms in 2004 was aimed at reducing
long-term unemployment by requiring unemployed workers to seek work
more actively. Unit labor costs, which are one widely used indicator of
competitiveness, have recently fallen relative to several other European coun-
tries. It is also hoped that Germany’s new government, which took office
in November 2005, may strengthen other growth incentives. Like Japan,
stronger growth in Germany will encourage a larger share of its domestic
savings to be used at home rather than invested abroad.
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China—Exchange Rate Management and a Rising Saving Rate

With $69 billion in net outflows, China was the world’s third largest net
capital exporter in 2004. China’s role as a net capital exporter may seem
surprising given the large foreign investment inflows it experiences. While
China does receive substantial foreign investment, it experiences even larger
capital outflows due to foreign reserve accumulation by its central bank that
results from its foreign exchange regime. As China’s reserves have risen in
recent years, its capital account balance has moved toward larger deficits and
its current account toward larger surpluses. In 2004, China’s current account
surplus was equivalent to 4 percent of GDP (note that in December 2005,
China increased the estimate of its 2004 GDD, which is likely to reduce the
size of this current account surplus relative to GDP). Current projections
indicate China’s current account surplus is likely to have exceeded 6 percent
of GDP in 2005.

China’s reserves have increased due to its rising current account surpluses,
net private capital inflows, and tightly managed pegged exchange rate system.
China first adopted its currency peg in 1994, linking its currency (the
renminbi) to the U.S. dollar at a rate of 8.3 renminbi-per-dollar. To maintain
this peg, Chinas central bank has purchased large amounts of foreign
currency assets in recent years to prevent its currency from appreciating. Even
after modifying its exchange rate peg in July of 2005, however, (linking the
renminbi to a basket of currencies rather than the U.S. dollar alone) China’s
foreign reserves have continued to rise. By the end of 2005, China’s foreign
reserve level exceeded $800 billion and may rise to $900-$1000 billion by the
end of 2006. Between 2000 and 2005, China’s foreign reserves increased by
more than $600 billion.

In terms of its saving and investment balance, China’s net capital outflows
have resulted primarily from a rising saving rate. While China’s rate of
domestic investment has also been rising (projected 46 percent of GDP in
2005 prior to its GDP revision), its saving rate has risen even more rapidly.
At roughly 52 percent of GDP, China’s saving rate is the highest in the world.

Several factors contribute to China’s high saving rate. China’s “one child”
policy, enacted to control its population growth, has contributed to its aging
population by reducing the share of younger groups within its population.
Because older workers typically earn and save more than younger workers,
China’s saving rate has increased as its workforce has aged. The absence of a
strong social safety net (including adequate public pensions and health care)
increases the need for precautionary household saving. The absence of well-
developed financial markets and consumer credit mechanisms contribute to
high saving by forcing many people in China to save large amounts of cash
before making purchases rather than by taking consumer loans that can be
repaid gradually. China’s tightly managed exchange rate and foreign exchange
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intervention to limit currency appreciation also contribute indirectly to its high
saving rate. Saving is encouraged, in effect, because consumption is discouraged
by China’s exchange rate policy. With a stronger currency, the global purchasing
power of China’s currency would rise, raising its income (in global terms) and
consumption share, and thus reducing its rate of domestic saving.

Greater exchange rate flexibility would encourage China’s productive
resources to move toward domestic rather than export production. Greater
financial development would help to raise consumption spending (and reduce
saving) by providing credit mechanisms for purchases that are currently paid
for with cash. A reduction in China’s saving rate and greater reliance on
domestic demand are essential for China to sustain its future growth. At
roughly 45 percent of its GDP, China’s domestic investment rate could create
future risks for its economy (see Box 6-2).

Russia—Growth in “Petrodollars” and a Rising Saving Rate

With $60 billion in net outflows, Russia was the world’s fourth largest
capital exporter in 2004. Russia’s net capital exports have been closely linked
to higher export revenues resulting from rising oil and natural gas prices. Oil
export revenues are sometimes referred to as “petrodollars.” With oil sales
accounting for over 40 percent of its exports, Russia’s export revenues rose by
more than 50 percent between 2002 and 2004 ($107 billion to $183 billion)
while its current account surplus rose to more than 10 percent of GDP.

In terms of its domestic saving and investment balance, Russia’s growing net
capital outflows have resulted primarily from higher saving. Between 2002 and
2004, domestic saving rose from 29 percent to 31 percent of GDP. A higher
saving rate has been reflected by rising fiscal surpluses. Between 2002 and
2004, Russia’s fiscal surplus rose from 1 to 5 percent of GDP while its rate of
net private sector saving declined from 8 to 5 percent of GDP.

Large petrodollar increases have also occurred in other oil producers. Chart
6-3 shows current account surplus levels among 12 of the world’s largest oil
exporters, whose combined current account surplus and net capital outflows
rose by 134 percent between 2002 and 2004.

The United States and Net Capital Inflows

Overview

The United States received $668 billion in net foreign capital inflows in
2004 (including $85 billion in net statistical discrepancies recorded in its
capital account). This capital account surplus was the counterpart to the U.S.
current account deficit. This section examines four questions about the U.S.
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Box 6-2: High Saving and Financial Sector Inefficiency

Can a country save too much? While a higher saving level might
always seem beneficial, higher saving can create costs if those savings
are poorly used. Excess saving can sometimes lead to overinvestment
that reduces the quality and efficiency of new capital investment and
can sometimes create problems in a country’s banking system by
increasing the share of non-performing loans (NPLs).

An NPL is a loan that cannot be fully repaid by a borrower. Higher
NPL ratios imply that investment spending may be inefficient because
loans are not being fully repaid. High NPLs can create a number of
problems. One problem is that banks often become more cautious
about new lending as NPL ratios rise. New loans are unlikely to be
approved if previous loans are not being repaid. Slower bank lending,
in turn, can slow economic growth more broadly.

Another more direct problem can result when NPL ratios become so
high that banks themselves face bankruptcy due to widespread loan
defaults and falling bank capital adequacy ratios. In this case, govern-
ments must sometimes recapitalize weak banks or pay off insured
depositors of banks they close. The cost of closing U.S. savings and
loan institutions that failed in the 1980s was $150 billion, or roughly
3 percent of GDP. In Chile, bank failures in the early 1980s cost more
than 40 percent of GDP. Spain paid costs equivalent to nearly 20 percent
of its GDP following a banking crisis in the late 1970s and early 1980s.

High saving rates can increase NPLs by encouraging banks to take
imprudent risks. For example, lending standards may be reduced.
Loans for weak borrowers that otherwise lack creditworthiness are
more likely to be approved when saving is high and interest rates are
low. If interest rates later rise, however, borrowers whose rates rise
may not repay their loans, causing NPL ratios to rise. If in contrast
interest rates that borrowers pay remain fixed, then banks can again
suffer losses because they must pay higher rates to their depositors but
cannot charge higher interest rates on loans to their current borrowers.

Japan arguably experienced a large capital overhang in the 1990s
after a long period of high saving and investment as well as the emer-
gence of its “bubble economy” in the late 1980s. Average saving and
investment rates in Japan were roughly 35 percent of GDP in the 1970s
and 30 percent of GDP in the 1980s. China, however, likely has even
higher saving rates. Not surprisingly, China’s NPL ratio is also believed
to be high. While China’s official statistics report NPLs are roughly
10 percent of outstanding loans, unofficial estimates suggest China’s
NPL ratio may be closer to 25 percent (by comparison, NPLs among
U.S. banks are less than 1 percent).
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Chart 6-3 Current Account Balances of Oil-Producing Countries
Qil producers have experienced large recent increases in their current account surpluses.
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capital account: (1) How do U.S. capital inflows compare with other
countries? (2) Has the U.S. share of global capital inflows changed? (3) Has
the composition of U.S. capital inflows changed? (4) What factors encourage
foreign capital flows into the United States?

Most of this section focuses on the final question. One conclusion is that a
high rate of growth relative to many other advanced economies has
contributed to U.S. net capital inflows. Among advanced economies, capital
flow patterns in the past decade have tended to be positively correlated with
growth performance. Countries with higher rates of growth have tended to
run current account deficits (and received net capital inflows), while countries
with lower growth rates have tended to run current account surpluses (and
experience net capital outflows—Chart 6-4).

Net Capital Importers—International Comparisons

Since 1995, three countries have been consistent recipients of net capital
inflows—the United States, Australia, and Great Britain. Average annual net
capital flows to Australia have been largest (4.6 percent of GDP), second
largest for the United States (3.3 percent of GDP), and third largest for Great
Britain (1.6 percent of GDP). Spain also received average annual net capital
inflows (2.5 percent of GDP) during this period. Australia has the longest
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Chart 6-4 Annual Growth and Current Account Balances - 1995-2004
Among advanced economies, countries with higher rates of growth have tended to run current account deficits.
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record of capital account surpluses (and current account deficits), receiving
net foreign capital inflows every year since 1974.

Between 2001 and 2004, net capital inflows increased for most of these
countries. Spain’s net inflows rose by 1.4 percent of GDP (to 5.3 percent of
GDP). U.S. inflows rose by 1.9 percent of GDP (to 5.7 percent of GDP).
Australia experienced the largest increase, where net inflows rose by 4.1 percent
of GDP (to 6.4 percent of GDP). Net inflows to Great Britain slowed slightly
(to 2.0 percent of GDP).

U.S. Share of Global Flows and the Asset Composition
of U.S. Capital Inflows

The U.S. share of net global capital inflows has risen over the past decade.
The United States received 33 percent of global net capital inflows in 1995,
62 percent in 2000, and 70 percent in 2004. The composition of net foreign
capital inflows to the United States has varied. Between 1995 and 2004,
foreign official sector holdings of U.S. assets averaged 14 percent of foreign
asset holdings (ranging from a high of 16 percent to a low of 11 percent).
Gross foreign direct investment (FDI) inflows to the United States, repre-
senting larger foreign equity purchases, averaged 26 percent of foreign
holdings in this period (ranging from a high of 33 percent to a low of
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22 percent). Foreign holdings of U.S. Treasury securities averaged 15 percent
of foreign holdings (ranging from a high of 21 percent to a low of 11 percent).

Causes of U.S. Capital Inflows

What factors encourage large and persistent U.S. foreign capital inflows?
Several factors, which reflect U.S. economic strengths, encourage these
inflows. In particular, a high rate of U.S. growth encourages foreign capital to
be “pushed” toward the United States. In contrast, one U.S. shortcoming that
“pulls” foreign capital to the United States is its low rate of domestic saving.

Low and Declining U.S. Saving

At 13 percent of GDP, the U.S. domestic saving rate is the lowest among
the advanced economy countries (Chart 6-5). Moreover, the U.S. domestic
saving rate has declined in recent years. With a domestic investment rate
equivalent to 20 percent of GDD, low U.S. saving requires the United States
to draw on foreign saving to fund a part of its domestic investment. This
excess U.S. demand for saving is reflected by the U.S. current account deficit.

Chart 6-5 Gross National Saving Rates - 1995-2004
The United States has had the lowest rate of national saving among advanced economies since 2002.
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When we disaggregate the decline in U.S. domestic saving into its three
parts—personal saving, corporate saving, and public saving—we see the
personal saving rate has declined from 3.4 percent of GDP in 1995 to
1.3 percent of GDP in 2004 (for more discussion, see Chapter 3 in this report
on Saving for Retirement). This decline in personal saving is mirrored by a
rise in personal consumption spending, whose share of GDP has risen from
67 percent to 70 percent of U.S. GDP. U.S. corporate saving has remained
relatively stable at between 18 and 19 percent of GDP.

Public sector saving also declined. Between 2000 and 2004, the federal
budget balance went from a surplus equivalent to 2.4 percent of GDP to a
deficit equivalent to 3.6 percent of GDP. Fiscal deficits represent dissaving, or
net borrowing, which requires the public sector to draw on domestic private
sector resources (firms and households) and the foreign sector. While a
growing fiscal deficit has contributed to U.S. demand for foreign saving, and
thus affected the U.S. current account deficit, the extent to which it has done
so is unclear (Box 6-3).

Box 6-3: The Link Between Fiscal and Trade Deficits

Most economists agree that fiscal deficits will, all else equal, lead to
an increase in a country’s trade and current account deficits. Fiscal
deficits are a form of “dissaving,” so fiscal deficits reduce the avail-
ability of domestic saving to fund investment. Unless this decline is
matched by an equal decline in domestic investment, net demand for
foreign saving will rise. Fiscal deficits will thus cause net capital inflows
to increase.

However, the effect of fiscal deficits on trade and current account
deficits may be considerably less than dollar-for-dollar. For example,
one study by the Federal Reserve has estimated that each dollar change
in the fiscal deficit leads to a change in the trade deficit of approxi-
mately 20 percent. This means that reducing the U.S. fiscal deficit by
$100 billion would reduce the trade deficit by only $20 billion.

The relationship among fiscal deficits, the current account, and the
capital account is complex because the current and capital accounts
also depend on private sector behavior. In Japan and Germany, for
example, recent current account surpluses and capital outflows have
been associated with large fiscal deficits because private saving
balances in those countries have been large and outweighed public
sector dissaving.
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Box 6-3 — continued

As the chart below indicates, U.S. fiscal and current account balances
have sometimes moved in the same direction and other times in
different directions. For example, between 1997 and 2000 the U.S.
Federal public sector balance moved from a deficit of 0.3 percent of
GDP to a surplus of 2.4 percent of GDP. During this same period, the
current account deficit widened from 1.7 percent to 4.2 percent of GDP.
In the early 1980s and early 1990s, the United States came close to
current account balance even though the public sector ran large fiscal
deficits because a large private sector saving surplus existed then.

U.S. Public Sector Balance, Private Sector Balance, and Current Account Balance
Trends in the U.5. public sector saving balance and private sector saving balance have often differed
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High U.S. Economic and Productivity Growth

Other factors that attract foreign capital inflows to the United States reflect
strengths of the U.S. economy. One factor is the high rate of U.S. growth.
Between 1995 and 2004, annual real GDP growth in the United States aver-
aged 3.2 percent compared to 1.1 percent in Japan, 1.4 percent in Germany,
and 2.3 percent among Eurozone economies (the group of 12 European
countries with a common currency). In the most recent years within this
period, these growth differentials widened further.
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Higher growth tends to attract foreign capital for two reasons. First, higher
growth leads to a higher rate of import growth. All else equal, higher import
growth will lead to a decline in a country’s trade balance and increase its
demand for foreign saving. Second, higher growth attracts foreign capital
inflows because growth contributes to higher potential corporate earnings and
investment returns.

High Productivity Growth

High U.S. growth and capital inflows are supported by high productivity
growth. The broadest measure of productivity is multi-factor productivity
(which broadly measures the efficiency with which capital and labor inputs
are used). OECD data comparing multi-factor productivity across countries
for the period 1995-2003 indicate that the United States and Australia had
relatively high rates of productivity growth, Canada, Great Britain, and
Germany had more modest rates of growth, while Japan had a low rate of
productivity growth.

Favorable U.S. Business Climate and Global Competitiveness

A sound business climate can also support high growth and foreign capital
inflows. A sound business climate can enhance efficiency by strengthening
competition. It can reinforce profit maximizing incentives and effective
corporate governance. A sound business climate can also encourage entrepre-
neurship by reducing the administrative burdens of new business formation.
It can enhance the flexibility of industries through laws that facilitate rapid
restructuring or liquidation of bankrupt firms. In addition, it can promote
efficiency and specialization by reducing international trade barriers.

Several organizations compare business climates across countries. The
World Bank publishes an annual “Doing Business” survey that compares legal
frameworks and business practices. Countries are ranked in part by an “ease
of doing business index.” Results from the World Bank’s most recent survey
ranked New Zealand Ist, the United States 3rd, Australia 6th, Great Britain
9th, Japan 10th, Germany 19t¢h, Spain 30th, Russia 79th, and China 91st.
Another competitiveness survey is published by the World Economic Forum
(WEF). In the WEF’s most recent survey, the United States ranked second in
overall competitiveness (Finland was first). The report ranked Japan 12th,

Great Britain 13th, Germany 15th, China 49th, and Russia 75th.

Financial Market Size

The size of U.S. financial markets also attracts foreign capital by encouraging
investors to hold dollar-denominated assets. Large and efficient financial
markets reduce transaction costs and liquidity risk (the risk that assets cannot
be sold at fair value on short notice) and increase the ability to diversify asset
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holdings. In 2004, U.S. financial markets comprised 32 percent of global
financial markets compared to 26 percent for Eurozone countries and
15 percent for Japan. U.S. stock market capitalization represented 44 percent
of global equity markets compared to 16 percent for Eurozone countries. U.S.
bond markets represented 39 percent of global bond markets compared to
27 percent for Eurozone countries.

Global Role of the U.S. Dollar

Widespread use of the dollar in the global economy also contributes to U.S.
capital inflows. The dollar’s role can be seen in terms of the three classic func-
tions of money. First, the dollar serves as a medium of exchange. Private firms
in different countries use dollars to settle transactions. Second, the dollar
serves as a unit of account. Globally traded goods like oil are denominated in
dollars. Many global debt securities are also dollar-denominated. A number
of countries also use the dollar either as their own currency or as an exchange
rate peg to which their own currencies are tied. Third, the dollar is a szore of
value. Private firms hold dollars to help hedge financial risks. Central banks
hold dollars as reserves to intervene in foreign exchange markets, meet foreign
currency demand for debt servicing payments, or help maintain general
financial confidence.

In recent years, the dollar’s future role as a global reserve currency has been
debated. Some have argued this role may diminish. One argument is that the
dollar will face competition from the euro. However, recent estimates indicate
the dollar’s role as a reserve currency has been broadly stable over the past
decade. In 1995, 59 percent of global reserve holdings consisted of dollar-
denominated assets. In 1999, this figure rose to 71 percent and then declined
to 66 percent in 2004.

U.S. Capital Flow Sustainability

In principle, the United States can continue to receive net capital inflows
(and run current account deficits) indefinitely provided it uses these inflows
in ways that promote its future growth and help the United States to remain
an attractive destination for foreign investment. The key issue concerning
U.S. foreign capital inflows is not their absolute level but the efficiency with
which they are used. Provided capital inflows promote strong U.S. invest-
ment, productivity, and growth, they provide important benefits to the
United States as well as to countries that are investing in the United States.

To evaluate the sustainability of these inflows, economists often evaluate a
country’s external debt burden. This debt burden can be seen in terms of
a stock and a flow burden. One stock measure that is sometimes examined is
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a country’s net foreign asset position. Net foreign assets measure the value of a
country’s foreign assets relative to the liabilities it owes to foreigners. When
foreign assets exceed liabilities, a country is a ner foreign creditor. When
foreign liabilities exceed foreign assets, it is a net foreign debror. Net capital
inflows contribute to net foreign debt because some share of these inflows
reflect foreign purchases of debt instruments. A rising level of net foreign debt
may be a warning sign that debt could become unsustainable in the future.

U.S. current account deficits in recent years have caused its level of net
foreign debt to rise from negative 4 percent of GDP in 1995 to negative
22 percent in 2004. Other countries vary in their net foreign asset or debt
positions. For example, Japan is a net foreign creditor (foreign assets
exceeding foreign liabilities) with net foreign assets equivalent to 38 percent
of its GDP. In contrast, Australia is a net debtor with net foreign debt equiv-
alent to 64 percent of its GDP. Great Britain’s net foreign debt is equivalent
to 13 percent of its GDP. While net foreign debt or asset positions can be a
useful indicator, however, these figures must be interpreted cautiously since
what constitutes an “excessive” amount of net foreign debt is far from clear.

One flow measure of the external debt burden is a country’s ner foreign
income. Countries either receive or pay foreign income depending on their
foreign asset and liability levels as well as the rate of return they earn and pay
on these assets and liabilities. When a country receives more in interest, divi-
dends, profit remittances, and royalties on its foreign assets than it pays on its
foreign liabilities, it is a net foreign income recipient. When payments exceed
receipts, a country makes net foreign income payments.

One striking feature of the U.S. balance of payments accounts is that the
United States has continued to earn net foreign income despite its rising level
of net foreign debt. For example, the United States earned $30 billion in net
foreign income in 2004 despite a stock of net foreign debt equivalent to
$2.5 trillion. By comparison, Japan received $86 billion in net foreign income
payments in 2004 despite the fact that it held $1.8 trillion in net foreign
assets. Between 1995 and 2004, the United States earned over $200 billion in
net foreign income despite current account deficits that totaled more than
$3 trillion during this period. Therefore, U.S. external debt has not appeared
burdensome by this measure because its net foreign income flows have
remained positive.

While U.S. capital inflows can continue indefinitely, recent levels of net
inflows received are likely to moderate in the future. At more than 6 percent
of GDP, U.S. net capital inflows are unusually high by historical standards.
While no specific “critical value” exists beyond which a country can no longer
necessarily receive net foreign capital inflows, recent growth in U.S. net
inflows has attracted substantial attention. The key questions concern the rate
and magnitude by which U.S. net inflows moderate in the future. In one
scenario, U.S. net capital inflows might drop quickly. In another “soft
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landing” scenario, the adjustment process would occur in a more gradual
manner. While a large share of U.S. net capital inflows reflects foreign private
sector investment that believes a higher risk-adjusted return can be earned by
investing in the United States than can be earned by investing elsewhere,
some policy adjustments (see below) in the United States and abroad could
nonetheless help to increase the likelihood of a soft landing.

Conclusion

This chapter has emphasized the interdependent nature of the global
financial system. To understand U.S. net capital inflows, one must also under-
stand factors that underlie net capital outflows from countries like Japan,
Germany, China, and oil-producing and exporting countries like Russia.
Global capital flows reflect a wide array of conditions in many countries
rather than developments in the United States alone. In some instances,
global capital flows reflect expectations among market participants who invest
in countries where they expect to earn the highest level of risk-adjusted
returns. In other instances, capital flows reflect policy decisions by central
banks to manage their exchange rates.

In both instances, global capital flows provide important benefits for net
capital importers as well as net capital exporters. Net capital importers like the
United States benefit because they can maintain a level of domestic invest-
ment they would otherwise have to reduce given their levels of domestic
saving. Net capital exporters benefit because they can earn higher returns on
the saving they invest abroad than they expect to earn by investing in their
own countries.

The interdependence of the global financial system implies that no one
country can reduce its external imbalance through policy action on its own.
Instead, reducing external imbalances requires action by several countries.
Specifically, at least four steps may help to reduce these imbalances.

First, the United States must work to raise its domestic saving rate. Higher
U.S. saving will reduce U.S. demand for other countries’ savings. To increase
saving, the United States should continue its efforts to reduce its fiscal deficit
and raise its personal saving rate. Sections of the U.S. tax code that discourage
saving should be reformed as appropriate. Health care, social security, and
other entitlement programs will require reforms given their large projected
impact on future public spending.

Second, China and other Asian countries should reduce their excess saving
through policies and reforms that promote higher domestic demand.
Financial systems can be reformed and modernized to help expand consumer
credit and reduce the need for high levels of precautionary saving. Managed
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exchange rate regimes should be liberalized more fully. Greater exchange rate
flexibility would provide China with a useful policy tool to help stabilize its
business cycle. It would also help China to reorient its future growth away
from net exports and toward higher domestic demand.

Third, Japan, Germany, and several other large countries should reduce
their supplies of excess saving by promoting higher private domestic demand
and improving their economic growth performance. Raising private domestic
demand will require the implementation of further structural reforms in these
countries that strengthen incentives for private consumption and private
investment. In turn, higher consumption and investment will help to reduce
their external surpluses. While structural reforms are often politically difficult
to enact, they are essential if long-term growth performance in these countries
is to improve.

Finally, oil producing and exporting countries could increase their domestic
investment levels. At least some of this spending could be used to expand oil
sector production that would reduce excess saving in these countries, enhance
the future productive capacity of these economies, and help to ensure
adequate future supplies of oil for the global economy.
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CHAPTER 7

The History and Future of
International Trade

or many decades, the United States has worked to break down trade

barriers across the globe through a wide range of institutions and

agreements. Both the United States and our trading partners have derived
substantial benefits from greater global economic integration. Many American
consumers, firms, and workers are better off because of these efforts.

While the economic research and performance of this time period show the
benefits of trade outweigh the costs, trade liberalization has always brought
anxieties. This has been the case both here in the United States and
throughout the world. Temptations to retreat to economic isolationism often
occur when trade agreements are negotiated and current negotiations are little
different in this regard. Therefore, this chapter provides a retrospective on
U.S. trade policy and an evaluation of the payoff from greater trade and
investment liberalization that has been at the forefront of this country’s
international economic policy for the last 70 years.

The key points in this chapter are:

* Over the past 70 years, policymakers across political parties have
consistently recognized the importance of unfettered international
commerce to Americas standard of living and economic growth, and
have achieved major trade liberalization both here and abroad.

* The net payoff to America from these achievements has been substantial.
Many American consumers, firms, and workers have benefited from
increased trade.

* A number of barriers to trade, especially in services, remain, and the
potential gains to the United States and other countries from further
liberalization are still significant. To move beyond trade liberalization in
goods, the United States is pursuing greater economic cooperation and
more-open markets with our trading partners in order to stimulate
economic growth.

A Retrospective on Trade

The country’s historical influence in promoting global trade liberalization
can be traced back to the early part of the twentieth century, and it spans both
political parties. The early 1930s proved to be a critical turning point in the
evolution of modern American trade policy and heralded the first major
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American trade liberalization effort. In the decades following, the United
States has spearheaded multinational, regional, and bilateral negotiations in
the interest of advancing trade liberalization. This retrospective illustrates the
undeniable progress toward trade liberalization in the United States. Revenues
from tariffs (a tariff is a tax levied on imports coming into the United States)
in the early 1900s accounted for about half of Federal revenues compared to
less than 2 percent today. From the inception of this country until the Civil
War, tariff revenues were a major source of government revenue. The addition
of the sixteenth amendment to the U.S. Constitution in 1913 broadened the
tax base by introducing the personal and corporate income tax. This change
began the shift away from indirect taxation (import duties and excise taxes)
toward direct taxation on personal and corporate incomes, thereby reducing
this country’s dependence on import duties as a form of revenue.

Before the 1930s, U.S. trade practices fluctuated between trade-promoting
and trade-restricting policies. Prior to World War I, President Woodrow
Wilson pursued an internationalist foreign policy that resulted in import
tariff reductions through the Underwood Tarift Act of 1913. The economic
depression and subsequent reversion to isolationism that followed the 1929
stock market crash led to a rejection of Wilsonian policies in favor of greater
protectionism. The Tariff Act of 1930 (otherwise known as the Smoot-
Hawley Tariff) significantly raised average duties on selected imports to an
all-time high of 59 percent. Such protectionism was designed to reduce
unemployment and increase domestic output. By reducing export markets,
however, the heightened tariff and nontariff trade barriers (such as quotas
or quantitative import restrictions) exacerbated the Great Depression. The
collapse of world trade from 1929 to 1933—a decline of more than two-
thirds in just four years—followed in the wake of protectionist policies as
countries depreciated their currencies, raised tariffs, and imposed quotas.
These isolationist policies contributed to a spiraling contraction of world
trade and a collapse of domestic demand.

The historic Reciprocal Trade Agreements Act of 1934 marked a turning
point in modern trade legislation. The 1934 Act departed significantly from
previous protectionist policies, and it began the historic shift toward lower
U.S. and foreign trade barriers and greater global economic engagement.
Signed into law by President Franklin D. Roosevelt, the Act passed Congress
with overwhelming support. The 1934 Act was the first of many steps over
the twentieth century leading to America’s relatively liberal trade stance today.
Table 7-1 shows that key milestones in American trade history have been
consistently achieved by a number of administrations.

The Trade Act of 1934 changed U.S. trade policy. The 1934 Act made trade
a shared Congressional and Executive Branch responsibility, and instituted a
so-called bargaining tariff. Up to that point, trade policy had been primarily
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TABLE 7-1.— Important Milestones in American Trade History

Year
Milestone Signed Administrations
(years of negotiation) into involved
U.S. Law
Reciprocal Trade Agreements Act of 1934 1934 Roosevelt
Kennedy Round (1962-1967) 1962 Kennedy, Johnson
Tokyo Round (1973-1979) 1979 Nixon, Ford, Carter
Uruguay Round Agreements Act (1986-1994) 1994 | Reagan, G.H.W. Bush, Clinton
North American Free Trade Agreement (1990-1993) 1994 G.H.W. Bush, Clinton
Trade Act of 2002 and Renewal of Trade Promotion Authority (2001-2002) | 2002 G.W. Bush

a product of the legislative exercise of its Constitutional authority over foreign
commerce. This Constitutional authority left Congress open to the protec-
tionist demands of specific industries and special interests. President
Roosevelt and Secretary of State Cordell Hull recognized this vulnerability
and worked with Congress to enact this reciprocal trade program to make
lower tariffs more politically durable. With the enactment of the Trade Act of
1934, Congress suspended passage of product-specific trade laws and dele-
gated specific tariff-setting to the Executive Branch. Doing so formally
changed the way Congress handled trade issues by insulating elected
representatives from the pressures that had led to protectionism in the past.

The 1934 law also instituted the so-called bargaining tariff. This concept
linked tariff setting to international negotiations, whereby U.S. tariff cuts
were extended in bilateral negotiations to countries that offered reciprocal
tariff reductions benefiting U.S. exporters. In this way, the bargaining tariff
helped to shift the balance of trade politics by engaging the interests of U.S.
exporters. The system effectively allowed the United States to reduce its own
trade barriers and to persuade the rest of the world to reciprocate. In the after-
math of World War II, policymakers correctly predicted that postwar trade
expansion would help to usher in a remarkable era of world prosperity and
contribute to conditions for a stable peace.

A commitment to the Wilsonian notion that prosperity and peace go hand
in hand is at the core of postwar trade liberalization for both political parties
in the United States. An extension of the reciprocal trade agreement, which
Presidents Roosevelt and Truman both had recommended as a keystone of the
country’s postwar international economic policy, passed Congress with strong
support in 1945. The enabling legislation put the Administration in a posi-
tion to begin in earnest the process of dismantling global trade barriers.
President Harry S. Truman signed the General Agreement on Tariffs and
Trade (GATT) in 1947, bringing the United States into the multilateral trade
regime by executive agreement. The GATT took effect in 1948 and served as
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a forum for trade negotiations whereby every signatory country could enjoy
the concessions of every other signatory (otherwise known as most-favored-
nation status). Membership in the GATT not only brought the United States
into the multilateral trade regime but also provided a vehicle to rebuild the
postwar economies of Europe and Japan. The lessons of Smoot-Hawley
contributed to broad support for freer trade that was to become a critical
component of U.S. international economic policy. This political consensus
marked a shift toward a broadly accepted liberal market and free-trade philos-
ophy that set the stage for the various multilateral negotiating rounds that
were to follow.

The next major acknowledgment of the necessity of liberalizing trade came
in the 1960s. President John F. Kennedy led the Trade Expansion Act of 1962,
which was approved with substantial support in Congress. The Act author-
ized the U.S. government to negotiate tariff cuts of up to 50 percent, which
persuaded other countries to actively participate in the Kennedy Round
(1962-1967) of multilateral trade negotiations. Congressional support was
partly due to the inclusion of legislation to assist workers affected by trade,
also known as Trade Adjustment Assistance. At the time, the Kennedy Round
signified the most ambitious series of trade negotiations ever attempted under
the auspices of the GATT. The Round included negotiations on agriculture
for the first time, and reduced barriers to exporters for developing countries.

The Tokyo Round (1973-1979) led to further tariff reductions and
provided new disciplines on nontariff barriers. The Tokyo Round included
“codes of conduct” that were designed to curtail the use of such barriers as
instruments of protection. Launched under President Richard M. Nixon,
continued by President Gerald R. Ford, and signed into law by
President Jimmy Carter with the Trade Agreements Act of 1979, the Round
demonstrated a strong, consistent bipartisan commitment toward freer trade.

As trade liberalization negotiations moved increasingly beyond tariff reduc-
tions in nonagricultural products, progress toward greater liberalization
became more difficult for many countries. The Uruguay Round (1986-1994)
launched under President Ronald Reagan nearly collapsed in 1990 over
disagreements about lowering barriers on agricultural products. Following a
redrafting of the agreement by GATT Director-General Arthur Dunkel,
President George H.W. Bush spearheaded efforts to complete negotiations of
the Uruguay Round, and in 1994 President Bill Clinton signed legislation
implementing the final agreement. The Uruguay Round achieved the most
fundamental reform of global trade rules since the creation of the GATT. The
Round established the World Trade Organization (WTO), extended interna-
tional trade rules beyond goods to include intellectual property rights and
trade in services, and greatly improved procedures for countries to resolve
disputes over international trade.
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At present, the United States is actively engaged in the current Doha
Development Round of multilateral trade negotiations that began in 2001.
This round aims to liberalize agricultural trade, lower remaining barriers in
nonagricultural goods trade, and reduce trade barriers in services. The Round
focuses on increasing market access for developing countries as a means to
encourage economic development. Progress has been slower than anticipated,
but the eventual success of the previous Uruguay Round suggests that a
favorable outcome from Doha will emerge.

In addition to multilateral trade liberalization, over the past two decades the
United States has signed a number of bilateral and regional trade agreements.
The protracted nature of multilateral negotiations has been one factor that has
led the United States to aggressively pursue other avenues toward free trade
outside of the major negotiating rounds. Under President Reagan, the United
States signed its first bilateral free trade agreement (FTA) with Israel in 1985.
The United States and Canada signed a bilateral FTA in 1988 after three years
of negotiations. The Bush Administration initiated negotiations for the North
American Free Trade Agreement (NAFTA) in 1991, which President Clinton
signed into law in 1993 and went into effect the following year. In addition to
trade, NAFTA explicitly recognized the benefits of investment liberalization
and included provisions designed to extend national (i.e., nondiscriminatory)
treatment, among other protections to investors.

The United States has recently embarked on a renewed series of bilateral
and regional free trade agreements. The ability of the United States to nego-
tiate trade-liberalizing agreements was strengthened significantly when the
President signed the Trade Act of 2002 into law. That legislation provides the
Executive Branch with the ability to negotiate international agreements that
are subject to an up or down vote, but not amendment, by Congress. The
President’s leadership was vital in securing this important authority to pursue
a full trade agenda including multilateral, regional, and bilateral trade agree-
ments. The President has implemented bilateral FTAs with Jordan, Chile,
Singapore, and Australia. The Administration also has concluded FTAs with
an additional ten countries: Costa Rica, El Salvador, Guatemala, Honduras,
Nicaragua, the Dominican Republic (the Central American-Dominican
Republic FTA, or CAFTA-DR), Morocco, Bahrain, Oman, and Peru. The
United States is currently engaged in negotiations with the United Arab
Emirates, the five nations of the Southern African Customs Union
(Botswana, Lesotho, Namibia, South Africa, and Swaziland), Thailand,
Panama, Colombia, and Ecuador. The adoption of CAFTA-DR is the latest
chapter in America’s trade book, which demonstrates the country’s ongoing
commitment toward trade liberalization and economic development.
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Decades of U.S. trade liberalization achieved on a number of fronts have
had a dramatic impact on U.S. openness to trade. Chart 7-1 shows how
average U.S. tariffs have fallen since 1930. The average tariff on dutiable
goods approached 60 percent at the height of the Great Depression and has
dropped to 4.6 percent. The current average U.S. tariff on all goods (both
dutiable and nondutiable) is just 1.4 percent.

Trade expansion has reached an important juncture, and resistance both
here and abroad to further trade and investment expansion could jeopardize
increased domestic and international economic growth. The retrospective
presented above illustrates America’s historic achievements in trade
liberalization, and, as the next section demonstrates, Americans, on average,
have accrued immense gains along with our trading partners from this
liberalization. The United States has a large stake in the current multilateral
negotiations of the Doha Round. The gains from prior trade agreements
provide grounds to stay the course on trade liberalization.

Chart 7-1 Average U.S. Tariff on Dutiable Goods, 1930-2005
Since 1934 the United States has moved consistently towards freer trade.
Average U.S. tariff, percent
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The Payoff to America from Global

Economic Integration

Trade liberalization remains a controversial subject because competition
invariably raises both anxieties and opportunities. Reducing obstacles to trade
can help economies grow more rapidly and efficiently in the long run and
create better, higher-paying jobs, while global competition can lead to hard-
ships for others in the short run. (Impacts of international trade on labor
markets are discussed in Box 7-2 later in the chapter.) The appropriate social
and political response to these hardships is a critical issue. For instance, at the
macro level, pro-growth government policies can help set the environment for
economic growth and job creation. Constructive policies that help displaced
workers train for and find new work and increase the portability of pension
and health benefits can also ease adjustment.

The gains from trade liberalization are more widely dispersed than the
losses and often not readily apparent. These gains are evident in lower
consumer prices and the greater variety of products available to consumers.
International commerce helps countries focus resources on strengths and
forces firms to innovate and to set prices more competitively. Studies show
that firms that are engaged in the international marketplace tend to exhibit
higher rates of productivity growth and pay higher wages and benefits to their
workers. An economy with higher overall productivity growth can support
faster GDP growth without generating inflation. And higher productivity
growth means higher sustainable living standards. Taken together, the net
benefits from increased economic integration (greater trade and investment
liberalization) historically have been positive for the United States.

Benefits to Consumers

Lower Prices

International trade fosters competition, which in turn restrains cost. There is
now ample evidence across many countries that greater trade openness and the
resulting exposure to foreign competition reduces the ability of a country’s firms
to charge high markups above production costs. Pressures for lower prices arise
from the direct impact of cuts in trade barriers being passed through to cuts in
prices. They also arise from the broader impact of raising market contestability.

At the detailed product level, many studies have linked lower prices and/or
price-cost markups to measures of trade openness such as tariff rates. Chart
7-2 presents broader evidence of how trade helps lower prices. It presents
indices of U.S. consumer prices and U.S. import prices since 1990. There is
a clear difference between the two indices: Overall consumer prices, which
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include not just imported goods and services but largely nontraded goods and
services, have risen much more than have import prices. The average annual
growth in U.S. import prices for the period 1990-2004 was just 0.6 percent,
compared to a 2.2-percent rise in overall consumer prices. In real terms, total
U.S. imports grew threefold during this same period, from $553 billion to
$1.5 trillion (in 2004 dollars).

In addition to the pro-competitive effects of trade, other important contribu-
tors to price restraint are technology advances and innovation. This has been
especially true for consumer electronics and information technology (IT) prod-
ucts. For instance, in just the past eight years, consumer prices of color televisions
are down 50 percent, and Americans today pay 60 percent less for camcorders
and mobile phones. It can be difficult to empirically separate observed price
declines into the relative contributions of trade, technological change, and other
forces. But a simple approach to assessing the role of international trade in price
changes is to compare price changes between more- and less-traded products.
Consistent with the aggregate evidence in Chart 7-2, a clear divergence in price
trends emerges when products are split in this way. Internationally traded prod-
ucts tend to experience lower inflation rates—even real price declines—while
nontraded goods tend to exhibit price increases. Between 1997 and 2004, real
prices fell for an array of highly traded goods, such as audio equipment (-26%),
TV sets (-51%), toys (-34%), and clothing (-9%). In contrast, real prices rose for

Chart 7-2 Consumer and Import Price Growth, 1990-2004
Consumer price growth has outpaced import prices.
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largely nontraded products, such as whole milk (+28%), butter (+23%), ice
cream (+18%), peanut butter (+9%), and sugar and sweeteners (+9%).

Exactly which Americans most enjoy the benefits of lower prices depends
on which products enjoy the largest cuts in trade barriers. Box 7-1 discusses
the regressive nature of the current U.S. tariff schedule.

Box 7-1: The Regressive Nature of U.S. Tariffs

While the average tariff applied to U.S. imports is relatively low at
1.4 percent, there are peaks within the U.S. tariff schedule that fall
most heavily on lower-income consumers. Studies have shown that, on
balance, U.S. trade barriers are regressive because they disproportion-
ately raise the relative price of goods consumed by lowerincome
Americans. Some of the most restrictive trade barriers persist on everyday
consumer products such as textiles, apparel items, and footwear.

Tariffs disproportionately affect the poor in two ways. First, many
tariffs are highest on products that represent higher shares of income
expenditures for lowerincome households. Staple consumer products
such as shoes and clothing face import taxes over 30 percent, some of
the highest tariffs in the U.S. tariff schedule. Footwear represents
1.3 percent of income expenditures for lowerincome households
(1.5 percent for single- parent households) compared to just 0.5 percent
for higher-income households. Similarly, lower-income households (and
single-parent households) spend roughly 6 percent of their disposable
income on apparel, while upper-income households spend just 4 percent.

Second, within these high-tariff product categories, tariffs are often
most pronounced on the cheapest products. That is, products that are
more commonly purchased by lower-income consumers are subject to
higher import taxes than are those commonly purchased by upper-
income consumers. For example, lower-priced sneakers ($3-$6 per
pair) are marked up with a 32-percent tariff, while higher-priced
sneakers, such as $100 track shoes, are subject to a 20-percent tariff.

How did the structure of the U.S. tariff schedule become so regres-
sive? The cause was not a concerted effort to maintain relatively high
import taxes on cheaper products. Movement toward increased trade
liberalization tends to occur more slowly in labor-intensive industries
where greater liberalization may be viewed negatively. The situation
may reflect a classic political-economy challenge to liberalizing trade.
The beneficiaries of trade protection are often a much more concen-
trated, well-organized group of individuals or firms than the millions of
households across the country that bear the costs. However, the current
Doha Round of multilateral trade negotiations offers an opportunity to
eliminate these tariffs and other trade barriers, provided other WTO
members reciprocate.
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Greater Product Variety

International trade also allows consumers to choose from a broader variety of
goods and services. One study shows that that the number of imported product
varieties has increased by a factor of four over the last three decades, reflecting
an important source of gains from trade. Welfare gains from variety growth
alone have been estimated to be a remarkable 2.8 percent of GDE which
translates into gains of over $4,000 for the average American family of four.

International trade allows year-round availability of seasonal and perishable
food items such as fruits and vegetables. For example, U.S. consumers today
enjoy grapes and peaches from Chile, limes and avocados from Mexico,
mandarin oranges from China, and cashews from India, many during the off-
season for U.S. production. Trade also provides U.S. consumers with greater
variety and choice for agricultural products that the U.S. does not produce in
large quantity. For example, Americans enjoy coffees from all over the world,
including from Colombia, Costa Rica, Indonesia, Ethiopia, and Kenya.

Benefits to Firms and Their Workers

Firms can be linked to the global marketplace through many channels:
exporting, importing, investing abroad, or receiving investment from foreign
firms (foreign direct investment, or FDI). Stronger linkages to the global
economy provide export opportunities for U.S. firms, allow firms to realize
economies of scale, and provide the ability to establish and expand global
production networks to lower prices and boost productivity. These opportuni-
ties can raise U.S. living standards by allocating national resources toward areas
in which we have a comparative advantage and by raising firm productivity.

Firms exposed to global competition are exposed to the world’s best prac-
tices in areas such as supply management, production processes, technology,
and finance. Studies show that firms exposed to the world’s best practices
demonstrate higher productivity through many channels, such as learning
from these best practices, and also creating new products and processes in
response to this exposure. A number of U.S. industries have been compelled
to adjust and innovate as a result of foreign competition via trade and FDI in
the United States.

For instance, by the late 1970s, many Japanese carmakers were outper-
forming U.S. companies in overall assembly productivity, and U.S. imports of
Japanese cars were rising sharply. Americas leading automakers initially
focused their response on trade protection. But competitive pressures from
Japanese firms continued, in particular through foreign investment in the
United States in the 1980s. This foreign investment established and expanded
“transplant” production facilities in the United States that soon achieved
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productivity levels on par with Japanese plants. These transplants proved to
be a major spur to stepped-up innovation and performance among American
firms. In the steel industry, a combination of foreign competition and the
growth of the highly productive mini-mill sector has compelled U.S.
integrated-steel producers to improve their performance.

Various studies show that globally engaged firms have higher productivity
growth and tend to innovate more than their purely domestic counterparts.
For instance, evidence from the United Kingdom shows that from 1998 to
2000, just 18 percent of domestic firms reported either product or process
innovations compared to 45 percent of globally engaged firms. In recent years
in the United States, over 80 percent of total private-sector R&D spending
has been accounted for by multinational companies (i.e., by the combination
of U.S. parents of U.S.-headquartered multinationals and U.S. affiliates of
foreign-headquartered multinationals). Sales per employee, one simple
measure of productivity, is up to one-and-a-half times larger in exporting
plants than in others. Value-added per employee, another measure of produc-
tivity, is up to one-and-a-third times larger in exporting plants than in others.
Exporting plants adopt new technologies more frequently and intensively
than nonexporting plants; they also report more significant benefits from
doing so.

The different channels through which international trade and investment
contribute to productivity growth are very important for long-run U.S. living
standards. Since 1995, the United States has enjoyed an acceleration in labor-
productivity growth. From 1973 to 1995, output per worker hour in the
nonfarm business sector grew at 1.4 percent per year. From 1995 to 2004, this
rate accelerated to 2.9 percent per year—with rates averaging over 3 percent
since 2000. Productivity growth of just 1.4 percent per year means average
living standards take 50 years to double. At the faster rate of 2.9 percent per
year, living standards take just 24 years to double.

Many researchers have concluded that I'T hardware has been at the core of
this productivity acceleration, citing both faster productivity growth among
IT-hardware firms and greater investment in IT hardware throughout the
economy. It is important to note that these highly successful IT-producing
U.S. firms are among the most globally engaged firms in the U.S. economy.
Exports and imports in the IT sector represent over 70 percent of sector
output, compared to an economy-wide average of 10 percent. In recent years,
IT firms have grown stronger by expanding their global production networks
through increased international investment and trade, with output that
entails multiple production stages across multiple countries. Indeed, today the
United States runs large trade deficits in core IT sectors such as computers and
office products (see Chapter 10).
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American workers, like firms, also benefit from stronger linkages to the
global economy. Studies show that workers in U.S. multinationals receive
wages and benefits up to 18 percent higher on average than their peers in
purely domestic firms. International investment plays an important role, too.
Evidence suggests that wage premiums are 19 percent and 13 percent for
blue- and white-collar manufacturing workers, respectively, in foreign-owned
multinational firms. For American workers in multinationals with foreign
investment backing the wage premiums are 7 percent and 2.5 percent,
respectively. The productivity advantages of globally engaged firms benefit
American workers, insofar as high and rising labor productivity is the
foundation for gains in real wages economy-wide.

Taking Stock of the Benefits of Trade to America

The decades of American efforts to advance trade liberalization described
above have generated substantial gains for the country overall. On the
consumption side, households have enjoyed lower product prices and greater
product variety. On the production side, firms have more efficiently allocated
resources by focusing on areas in which they have a comparative advantage.
Those firms directly engaged in international commerce tend to be more
innovative, more productive, and pay higher wages and benefits to their
workers. Overall, there is substantial evidence that trade has contributed to
high and rising living standards for the average American.

Having discussed the different ways through which freer trade benefits
America, the bottom-line question is how much has America benefited in
total from decades of trade liberalization? Studies have estimated that the
annual payoff from U.S. trade and investment liberalization to date,
including from the Tokyo Round, Kennedy Round, and Uruguay Round,
NAFTA, and other FTAs, is over $5,000 per capita or $20,000 for an average
American family of four. These gains arise through many channels: higher
long-term levels of trade exposure in goods and services that come from trade
and investment liberalization; increased product variety; more efficient allo-
cation of resources; and better transportation and communication
technology. Some economists have conjectured that trade liberalization alone
has accounted for about half of these gains, which implies that the annual
income gain from trade liberalization to date is over $10,000 for an average
American family of four.

Box 7-2 includes a discussion of the impacts of international trade on labor
markets. The effects of trade on the environment are discussed in Box 7-3.
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Box 7-2: Trade and Labor

Job growth in America is driven largely by demographics—
population growth and choices about labor-force participation—and by
macroeconomic policies that affect, in particular, the business cycle. As
the chart below shows, total employment has closely tracked the
number of people in the labor force (employable people) since 1960,
which in turn has closely tracked the overall U.S. population.
Import competition has the potential to generate job losses where firms
fail to adjust their operations to meet new competitors. International
trade can also create better, higher-paying jobs in other industries.
As discussed in the chapter, American jobs in globally-engaged
firms (firms that are engaged in international trade or investment)
are on average better and higher-paying than are jobs in purely
domestic firms.

The dynamic U.S. economy creates and eliminates millions of jobs
each year. The enormous turnover in the U.S. labor market is a reflec-
tion of the continuous stream of entry, exit, and resizing of firms in our
ever-changing economy. On average over the past decade, the
economy has had a net creation of nearly 2 million jobs each year. This
net increase has been the result of approximately 17 million jobs
created and 15 million jobs eliminated each year. International trade is
one of the factors behind job turnover, along with changes in consumer
tastes, domestic competition, productivity growth, and technological
innovation. Survey data from the Bureau of Labor Statistics show in
layoffs of 50 or more people between 1996 and 2004 less than 3 percent
were attributable to import competition or overseas relocation.
Moreover, studies have shown that the rate of job creation in globally
engaged companies is faster than the overall private-sector rate, and
that trade-related dislocations on average do not involve longer
unemployment duration or lower re-employment earnings than do
dislocations from other causes.

Any job loss involves hardship, and any job change can involve
challenge. The President has outlined ways to help people gain new
skills in fields where jobs are being created.

It is often asserted that international competition pressures American
earnings. In today’s economy, education is valued more than ever and
is a key determinant of worker earnings. Since the late 1970s, the
returns to education have been rising in the United States, despite the
fact that the supply of educated workers has also grown rapidly,
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Box 7-2 — continued

Labor Force and Employment, 1950-2004
Employment closely tracks the number of people in the labor force.
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suggesting that the demand for skills and education has grown even
faster than supply. There is now a large body of empirical research
exploring the causes of rising wage inequality across skills. There is
broad consensus that trade has marginally contributed to rising wage
inequality by placing a higher premium on skills and education. This
contribution has been small compared to other factors such as the
advent of new technologies that demand higher levels of skill.

It is important that the United States help our workers thrive in a
competitive world. The President has said he will not be satisfied until
everyone who wants to work can find a job. At the macroeconomic
level, monetary policy can aim to achieve maximum sustainable
employment with low inflation—irrespective of the trade situation. At
the microeconomic level, constructive policies can help students and
workers, including displaced workers—regardless of the cause of
displacement—train for and find good work in the 21st century. The
President has proposed a number of measures to improve job training,
including Community-based Job Training Grants and Career
Advancement Accounts (for further discussion, see Chapter 2).
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Box 7-3:Trade and the Environment

A nation’s environmental policies are largely determined by domestic
factors. The most direct mechanism through which trade liberalization
could affect environmental quality is through changes in the composi-
tion of industries or the scale of industrial or agricultural output. Trade
means greater specialization, potentially increasing the concentration
of polluting industries in some countries (so-called pollution havens)
and decreasing it in others. On the other hand, multinational corpora-
tions from industrialized countries that set up operations in
lesser-developed countries often bring a higher level of environmental
performance with them. There is little or no empirical evidence directly
linking trade liberalization to environmental changes.

Trade can affect the environment indirectly as well, both positively
and negatively. Increased trade can lead to higher incomes, and as
incomes rise, the demand for improved environmental quality rises.
Another indirect effect is the influence of trade on the rate of economic
growth, which could either decrease pollution (due to the use of cleaner
technologies through capital stock turnover fueled by economic
growth) or increase pollution (due to increased consumption).

While it is widely recognized that international trade policy measures
are usually not the best method for achieving environmental objectives,
recognition of the importance of the issue has resulted in a number of
significant policy and institutional responses, both nationally and multi-
laterally. For instance, the environmental side agreements of NAFTA
established the North American Commission for Environmental
Cooperation to undertake capacity-building projects and to put proce-
dures in place that help to monitor each country’s effective enforcement
of environmental laws. Active participation by governments and
institutions is a necessary component of the success of such efforts.

FTAs can provide a basis for enhanced bilateral cooperation on envi-
ronmental issues. Environmental provisions in NAFTA and U.S. free
trade agreements require each country to effectively enforce its own
environmental laws, and strive to ensure that failure to enforce these
laws does not affect trade or investment. These agreements are accom-
panied by separate environmental cooperation agreements or
arrangements intended to take advantage of the closer economic ties
and broadened environmental cooperation that goes beyond the trade
sphere. Although some criticize trade agreements for a failure to do
even more to advance environmental policy objectives, others acknowl-
edge the significant benefits associated with the core obligations and
cooperation mechanisms.
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The Policy Scene Today:

Avenues to Further Liberalization

Trade liberalization to date has had substantial benefits. Still, barriers to
international trade and investment remain and limit growth opportunities for
many countries. With the United States accounting for just 5 percent of the
world’s population, 95 percent of the potential consumers of U.S. goods and
services live outside our borders. The prospective gains from further liberal-
ization, particularly in services (e.g., finance, insurance, information
technology, and professional and business services), are substantial for the
United States and our trading partners through greater efficiency of produc-
tion and higher national incomes. The extent to which different countries
experience gains depends on both the range of sectors that are liberalized
and the extent of liberalization within each sector. The United States is
pressing for freer trade, especially in services, through bilateral, regional, and
multilateral agreements.

Prospective Gains from Further Liberalization

Prospective Gains for the United States

The prospective gains for the United States from further trade reform are
substantial. One study suggests that global free trade in manufacturing and
agriculture would generate annual economic gains of over $16 billion for the
United States, or roughly $220 for the typical family of four. The gains from
removing all remaining barriers to trade in services are substantially larger,
amounting to about an additional $520 billion for the United States, or over
$7,000 for the average American family of four. This is additional income
each year that will not be available in the absence of trade reform. These
income gains would be fully realized in about a decade from the date of liber-
alization. These large gains reflect the United States having a comparative
advantage in services sectors and the high barriers to services trade in other
countries, which are often investment restrictions that effectively block the
main conduit for trade in services. These restrictions include limits on the
number of service providers, minimum local-content requirements that limit
the participation of foreign firms, nontransparent and burdensome standards
and licensing procedures, and discriminatory access to distribution networks.

Prospective Gains for the Rest of the World

Further liberalization in trade would bring significant global economic
gains, particularly for developing countries. One study reports that the
reduction of all remaining barriers to trade in services would generate over
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$1.5 willion in income for the world. For full trade liberalization in
agriculture and manufactured goods, the World Bank reports that reducing
trade barriers would generate about $290 billion of additional income to the
world economy each year once the full effects of liberalization are realized,
about a decade out. The income gains are even higher at $460 billion with
more generous assumptions of trade’s effect on economic growth. Nearly half
of those income gains would go to developing countries. Various studies find
that at least half of the developing-country gains would be obtained from
agriculture trade reform by industrialized countries (including the United
States), including tariff reductions and the elimination of subsidies and
domestic support programs. (Agricultural trade reform is discussed in detail
in Chapter 8.)

Debt relief and foreign aid can help to reduce poverty, but trade is a more
powerful tool. For instance, in 2004, industrialized countries spent over
$78 billion on development assistance to poor countries and industrialized
countries are currently considering debt relief of $56 billion. Even the conser-
vative estimate of the $140 billion effect of trade liberalization to developing
countries exceeds both assistance and debt relief combined. Studies show that
reducing barriers to global trade has the potential to lift hundreds of millions
out of poverty. Agriculture liberalization is particularly important since
roughly 75 percent of the world’s poor live in rural areas and farmers
constitute the majority of the poor in developing countries.

The gains from integrating developing countries into the global economy
are not one-sided. As developing countries increasingly participate in the
global economy, industrialized countries benefit from increased export and
investment opportunities in those markets. Over the past decade, U.S. export
growth to developing countries exceeded the rate to industrialized countries.
Yet tariffs and other trade barriers in developing countries remain high (Chart
7-3). Realizing these market opportunities and encouraging development in
these countries requires further trade liberalization efforts while promoting
transparency, good governance, and sound institutions, all necessary building
blocks for economic growth.

Persuading developing countries to reduce trade barriers continues to be an
important objective for the United States. As developing countries become
more active participants in the global economy, they experience higher rates of
economic growth and are better able to reduce poverty. Studies show that over
the past two decades, developing countries that have been more open to free
trade have experienced higher rates of economic growth. During the 1990s,
per capita GDP in developing countries that liberalized more increased
5 percent compared to 1.4 percent growth in other developing countries.
China’s integration into the world economy is discussed in Box 7-4.
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Chart 7-3 Average Tariffs Across Countries
Developed countries, on average, have lower tariffs than developing countries.
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Box 7-4: U.S.-AsiaTrade Relationship

The robust postwar economic performance of many Asian countries
has driven the strong U.S.-Asia trade and economic relationship. In
recent years Asian economies have experienced some of the world’s
highest growth rates and will continue to be key export markets for U.S.
firms. Outside of South Asia, trade with the Pacific Rim region repre-
sents about 30 percent of U.S. trade with the world. The United States
imports different items from the Asian region than it exports. The top
imports from the Pacific Rim include electrical machinery, automobiles,
toys, furniture, clothing, and footwear. The top U.S. exports to that
region include aircraft, chemicals, plastics, agricultural products, auto-
mobiles, and pharmaceutical products.

U.S.-China Trade

Since 1995, U.S. trade with China has represented an increasing
share of U.S. total trade, reflecting some substitution away from other
Pacific Rim trading partners toward China. The United States imports
different items from China than it exports to China. In 2004, top import
items from China included a wide range of consumer goods, such as
toys, sporting goods, apparel, and footwear. Top U.S. export items to
China included a number of intermediate components and machinery,
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Box 7-4 — continued

aircraft, soybeans, and cotton. Many imports from China now take
the place of goods previously imported from other countries. China
increasingly is a large and growing market for U.S. goods and services.
As the chart below shows, since China’s accession to the WTO, U.S.
exports to China have risen faster than exports to the rest of the world.
Engaging China

The U.S.-Asia trade and economic relationship offers vast opportuni-
ties for citizens in all of these countries to prosper, however, China’s
integration into the global economy will not come without challenges.
For instance, WTO membership has offered China new benefits, such as
Permanent NormalTrade Relations with the United States and access to
the WTO'’s rules-based dispute-settlement mechanism. China’s WTO
membership also brings new responsibilities, such as improving the
protection of intellectual property, full compliance with trade agree-
ments, and continued progress toward a flexible, market-based
exchange-rate regime. China has made strides toward economic reform
at all levels of government, but there are areas that require further
progress. The United States will continue to work with China to assist
its integration as a responsible stakeholder in the international
economy and to ensure that bilateral economic relations are
mutually beneficial.

U.S. Exports to China and the World

U.S. exports to China have been growing faster than to the rest of the world.
1990 =100

600 |

China joins the WTO
500 | 2001

U.S. exports to China

300 |

200 |

f

U.S. exports to the world
(excluding China)

100

D L i n A A n i i
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Note: Index of exports in 2000 U.S. dollars.

Source: Depariment of Commerce (Bureau of the Census).
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Avenues for Further Liberalization

Countries are increasingly employing negotiations at the bilateral, regional,
and multilateral levels to achieve further liberalization. These avenues are not
mutually exclusive. The United States employs a multi-faceted approach, and
in recent years has signed a number of bilateral and regional free trade agree-
ments. These agreements set rules for trade, increase market access for firms,
and strengthen the effective enforcement of intellectual property rights and
environmental and labor laws. Other trading partners such as the European
Union (EU) have pursued an even greater number of bilateral and regional
agreements. The WTO nevertheless remains the most important forum for
trade liberalization due to its global reach and the interdependence of the
world economy.

The general consensus on the WTO among academics and practitioners is
that the organization has facilitated increased trade and openness. By estab-
lishing a rules-based system, the organization provides a forum for all
members to resolve trade disputes and offers a greater voice to developing
countries in the establishment of global trade rules. These rules help to foster
better business climates, particularly among developing countries, which can
help to reduce corruption and attract more foreign direct investment. The
United States fully supports the role of the WTO in promoting a rules-based
global trading system, opening markets, and encouraging economic growth.

The 149 WTO members are currently engaged in the Doha Development
Round of negotiations, which recognizes that global trade expansion can
make a significant contribution to spurring economic growth and reducing
global poverty. The Doha Round focuses on better integrating developing
countries into the international trading system and enabling them to benefit
from increased trade.

Moving Beyond Goods Trade Liberalization

To date, most trade liberalization has been in the form of reduction in
barriers to goods trade. Using existing trade agreements and partnerships,
trade and investment ties can be strengthened to include services and other
nontariff measures that limit international commerce. This section discusses
how the United States is pursuing deeper economic cooperation across North
America and with the European Union.

Services Liberalization

From telecommunications and finance to health and education, services are
the single largest sector in most industrialized and many developing countries.
Not only do services provide the bulk of employment and income in many
countries, but services provide critical input for the production of other goods
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and services. An in-depth look at financial services illustrates many of the key
issues involved in liberalizing trade in services.

The unprecedented growth of global financial markets in recent years has
given prominence to the issues associated with financial services liberalization.
Liberalizing international trade in financial services can be a market-based
means to strengthen financial systems. It is often an important catalyst in
improving the quality of capital flows through exposure to foreign competition
and in strengthening financial systems—particularly in developing and
transitioning economies. Enhanced financial services trade can improve
technology transfer and encourage better risk management across borders.
Foreign competition challenges domestic firms to improve the quality of their
financial services through broader opportunities for trade and portfolio diver-
sification. This results in more consumer choice and competitive pricing.

Financial services liberalization for developing countries offers many possi-
bilities for strengthening weak domestic financial systems through trade
openness, competition, and sound regulation. Countries with fully open
financial service sectors grow on average one percentage point faster than
other countries. Foreign-backed financial institutions in developing countries
often possess a greater ability to lend to those countries during economic
downturns and thereby stabilize capital flows in times of crisis. Foreign banks
that can extend credit to local businesses can be critical for stabilizing devel-
oping-country economies in the absence of more limited capacity of domestic
financial intermediaries.

The General Agreement on Trade in Services (GATS) of the WTO is the
most comprehensive framework to date that supports national programs of
financial services liberalization within an international context. Insurance,
banking, and financial services trade exists primarily in two forms: cross-
border trade and commercial presence. In cross-border trade, domestic
consumers purchase services from a foreign supplier abroad. In the case of
commercial presence, a foreign supplier establishes itself in a country through
direct investment.

U.S.-EU Economic Initiative

Trade and investment ties between Europe and the United States have been
crucial in each region’s economic growth for several decades. Trans-Atlantic
trade is mostly free in terms of border taxes, with the exception of the agricul-
tural sector. However, there remain a host of nontariff measures and
regulatory divergences that hinder U.S.-EU trade and investment. In 2005,
the United States and the European Union launched a trans-Atantic
economic initiative, which aims to promote regulatory cooperation and
mutual recognition of standards, enhance trade in services, stimulate open
and competitive capital markets, and promote innovation, among other
economic-cooperation goals.
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In order to enhance trade in services, the initiative calls for U.S. and
European authorities to work with regulators and professional associations to
identify sectors where the potential exists to achieve mutual recognition of
professional qualifications. For instance, an agreement in architectural serv-
ices might allow American architects to provide their services to European
developers without having to navigate a complex and often nontransparent
regulatory and licensing process. Underlying these goals to promote
trans-Atlantic commerce is a commitment to greater cooperation beyond the
reduction of traditional trade barriers.

Strengt/aening Economic Cooperation Across North America

NAFTA achieved important trade liberalization across the United States,
Canada, and Mexico, and has laid the foundation for further economic coop-
eration in trade, investment, and other mutual interests such as immigration
and security. Through the North American Security and Prosperity
Partnership, the United States is working with the governments of Canada
and Mexico to promote such economic cooperation. This “NAFTA-plus”
initiative aims to eliminate nontariff barriers, streamline regulatory processes,
expand duty-free treatment by liberalizing the rules of origin, and promote
free and secure electronic commerce. Heightened security concerns since
September 11, 2001, have resulted in greater port inspections, longer ship-
ment times, and more-frequent delays. The imposition of security fees and
increased inspections on NAFTA commerce can increase trade costs,
adversely affecting businesses that have integrated their operations on a
regional basis (such as the auto industry). This initiative also aims to harmo-
nize safety standards for trade, streamline checkpoint operations, and make
the movement of legitimate and low-risk traffic across North American
borders more secure and efficient.

Conclusion

The expansion of international trade and investment over the past two
decades has created an increasingly interdependent global economy.
Achievements in trade liberalization have had substantial payoffs for the
United States and our trading partners. With just 23 members (or
“contracting parties”’) in 1948, the purview and membership of the GATT
have grown dramatically. Today the WTO (the formal international organiza-
tion of the GATT) has 149 members with many countries eager to join.
While this increased engagement by countries in international commerce
presents immense opportunities for U.S. consumers, workers, and firms,
reaching consensus among all these countries on further reductions in trade
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barriers can be difficult. Like many other countries, the United States has
pursued multilateral, regional, and bilateral agreements to achieve its goals.
These avenues all lead to the same destination of more-open markets and
greater economic growth. Existing trade partnerships and formal agreements
can be platforms for further economic cooperation in areas such as services
and investment. Recognizing the payoff to date and the prospective gains
from further liberalization, the United States is committed to working with
all countries to open markets and create favorable conditions for economic
growth both here and abroad.
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CHAPTETR 8

The U.S. Agricultural Sector

In 2005, the Federal government spent approximately $20 billion on
agricultural support payments in a sector forecast to produce approximately
$270 billion of output in 2005. In addition, the United States maintains
barriers to the import of some commodities, and these barriers raise the
domestic prices of these commodities relative to world prices. To what extent
do these payments and trade barriers serve a public purpose? Are they needed
to maintain a healthy U.S. agricultural sector? Could alternative policies
achieve this goal? This chapter addresses these and other questions.

Today’s agricultural commodity support programs are rooted in the
landmark New Deal legislation that followed the agricultural depression of
the 1920s and 1930s. These programs were designed to sustain prices and
incomes for producers of cotton, milk, wheat, rice, corn, sugar, tobacco,
peanuts, and other crops, at a time when a large portion of the U.S. popula-
tion was engaged in farming. Changing economic conditions and trends in
agriculture since then suggest that many of the original motivations for farm
programs no longer apply. For example, the increasing reliance of farm fami-
lies on income earned from sources other than their farms and a shift toward
market-oriented farm policies have made farms and commodity markets less
vulnerable to adverse price changes than before. These changes imply that
moving away from traditional commodity support programs today would
have a much smaller impact on farm household income than in previous
decades. Nonetheless, substantial government support of agriculture remains.

A more economically efficient farm policy would reflect contemporary
economic conditions, environmental needs, and public values. Economic effi-
ciency would be served by policies that are cost-effective and that give farmers
greater opportunity to respond to market signals. Revising government policy
to better meet these objectives would help unleash more of the innovative
energy that has long characterized American agriculture. U.S. agriculture can
successfully compete in a global marketplace that has been freed of domestic
support and barriers to trade. The key findings of this chapter are:

* Most farmers do not benefit from commodity subsidies.

* Support to agriculture can be provided in many forms that are

potentially less market- distorting than existing commodity subsidies.
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The U.S. Farm Sector Has Evolved

Dramatically Over Time

In the 1930s, farms accounted for a sizable share of U.S. employment and
gross domestic product (GDP), but per capita farm income was only one-
third the per capita income of the remaining population. Commodity
programs were intended to reduce this disparity by sustaining farm household
income, particularly in the face of adverse changes in agricultural prices. For
instance, in the early 1930s farm household incomes were at the mercy of
year-to-year fluctuations in farm prices. Commodity price support programs,
which provided price floors (minimum prices) for agricultural producers,
effectively insured them against adverse price swings. Proponents of these
programs argued that they had macroeconomic benefits because they main-
tained rural purchasing power in times of general economic weakness. Many
of today’s basic Federal farm policies were established in the 1930s, and at the
time, they were reasonably matched to this overall economic picture. Since
that time, however, the U.S. agricultural industry has evolved dramatically.

As Table 8-1 shows, in the 1930s farm households accounted for 25 percent
of the U.S. population and generated approximately 8 percent of GDP,
Today they account for only 1 percent of the population (25 times lower than
in 1930, as a percentage of total population) and generate approximately
1 percent of GDP. Over the same period, the rural share of the population has
fallen far less (approximately two times lower than in 1930, as a percentage of
total population), suggesting that rural areas are less dependent on farming’s
contribution to the rural economy. Our agricultural sector is still vital to our
country, but due to both growth in other sectors of the economy and rapid
gains in agricultural productivity that have lowered the prices of agricultural
products, it has become a smaller share of the U.S. economy.

Astonishing progress in agricultural productivity growth likely explains
much of the structural change in U.S. agriculture (Chart 8-1). Growth in
agricultural total factor productivity averaged 2.1 percent annually between
1950 and 2002. In comparison, productivity growth in private nonfarm busi-
ness over the same period averaged 1.2 percent annually. Technological
progress and growth in farm productivity permit a smaller labor force to
supply the agricultural needs of the country at ever lower cost. As a result,
agriculture’s contribution to total U.S. GDP has declined over time even
though physical production has been rising (Chart 8-2).
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TABLE 8-1.— 100 Years of Structural Change in U.S. Agriculture

1900 1930 1945 1970 2000

5.7 6.3 59 2.9 2.1
146 151 195 376 441

Number of farms (millions)
Average farm size (acres)
Average number of commodities
produced per farm......c..cccoeveveevericvieieeeeee s 5.1 45 4.6 2.1 1.3
Farm share of population (percent) 39 25 17 5 1

Rural share of population (percent). 60 44 36 26 21
Farm share of workforce (percent)... 41 22 16 4 2
Farm share of GDP (percent) na 8 7 2 1
Off-farm 1abor ........ooeeeeeee e na 100 days 27% 54% 93%

na= not available.

*0ff-farm labor measures the extent to which members of farm households work in other sectors besides farming.
1930, average number of days worked off-farm; 1945, percent of farmers working off-farm; 1970 and 2000, percent
of farm households with off-farm income.

*Data for 1950.
‘Data for 2002.

Sources: Department of Agriculture (Economic Research Service) and Department of Commerce (Bureau of
Economic Analysis).

Chart 8-1 Farm Sector Inputs, Output, and Total Factor Productivity

Gains in farm productivity have driven increases in farm output and exceed nonfarm productivity gains.
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Chart 8-2 Farming Output and Share of U.S. GDP
Farm output has increased, while farming as a share of U.S. GDP has declined.
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The Average Farm Payment Recipient
Is No Longer Poor

Fifty years ago, average houschold income for the farm population was
approximately half that of the general population. Today, however, the
average farm household tends to be better off than the average American
household; in 2004, farm houscholds earned about 35 percent more than the
U.S. average household income.

While on average farm households earn more than other Americans, the
relative contribution of farm income (income from farming activities,
including crop, livestock, and other farm-related income, and government
farm support payments) to total farm operator household income (income
from all sources—farm and nonfarm—that is earned by a household that
operates a farm) varies by farm size. Households operating the “rural residence
farms” (Table 8-2 shows the farm size classifications) earn more than the U.S.
average family income even though their net cash income from farming is
negative (that is, the expenses from operating the farm exceed the gross
revenues) on average. The income from these farms is unlikely to be sufficient
to support a family, and households operating these farms receive their
income from other sources. Households operating intermediate farms have on
average positive net cash income from their farming operations, but most
household income comes from sources other than farming. Households
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operating commercial farms have average household income over three times
higher than the U.S. average family income in 2004, with most of their
income coming from farming.

Production and Government Payments
Are Concentrated on Large Farms

The structure of farming continues to move toward fewer, larger operations
producing the bulk of farm commodities, complemented by a growing
number of smaller farms earning most of their income from off-farm sources.
As Table 8-3 shows, most farms in the United States are still small farms or
“rural residence farms,” but they produce only a small share of total agricul-
tural output and receive only a small share of direct agricultural subsidy
payments. Most production and government payments are now associated
with intermediate and commercial farms, particularly the latter, which
account for a relatively small percentage of the total number of U.S. farms
but receive over half of direct payments.

TABLE 8-2.— Farm Income and Farm Operator Household Income by the
USDA Farm Size Classification, 2004

Rural ) )
] Intermediate | Commercial All
Item residence
farms farms farms farms
Farm operator households (total number) ........c..cccoevueee. 1,373,956 529,071 157,795 2,060,822
Average gross cash per farm income per farm
operator household (dollars).........ccceveverireiereriseieis 15,343 73,053 751,696 86,540
Percent of average gross cash farm income
per farm operator household by source
Crop, livestock, and other farm-related income......... 91.8 92.7 95.5 94.5
Government Payments..........coecowvrversverneenn 8.2 7.3 45 5.5
Average per farm operator household (dollars)
Total cash farm expenses... 15,980 58,423 525,655 65,902
Net cash farm income -638 14,630 226,041 20,638
Farm operator household inCOME’.........cccccooommmnnrrrrrrrrrrnnnes 75,316 | 64,789 | 191,115 | 81,480

Source: Department of Agriculture (Agricultural Resource Management Survey).

*Gross cash farm income is income from crop, livestock, and other farm-related income, including agricultural
subsidy payments.

*Farm operator household income is income from all sources, farm and nonfarm related, earned by the farm
household.

Note: Rural residence farms. Small farms with agricultural sales less than $250,000—whose operators report
they are retired or have a major occupation other than farming. Rural residence farms also include limited-resource
farms, regardless of the occupation of their operator. (Limited-resource farms have sales less than $100,000 and
are also operated by households with low household income during the two previous years.)

Intermediate farms. Small farms with sales less than $250,000—whose operators report farming as their major
occupation. This category excludes farms classified as limited-resource farms, even if their operators report farming
as their major occupation.

Commercial farms. These comprise farms with annual sales of $250,000 or more.
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TABLE 8-3.— Distribution of Agricultural Production and Government Payments by
the USDA Farm Size Classification, 2003

ltem Rural residence Intermediate Commercial
farms farms farms
Farms (MUMDET) c..voeeceeeceecee e 1,429,953 502,771 188,095
Farms (percent of total f 67 24 9
Percent of total value of agricultural production..... 9 19 12
Percent of total direct government payments received....... 17 32 51

Source: Department of Agriculture (Agricultural Resource Management Survey).

*See hottom of Table 8-2 for the definitions of the USDA Farm Size Classifications, but with the inclusion of farms
organized as nonfamily corporations or cooperatives, as well as farms operated by hired managers.

The United States is not the only country in which subsidy payments are
concentrated among a relatively small portion of farms receiving commodity
subsidy payments. Data on the distribution of payments by farm size are rela-
tively hard to come by for most European Union (EU) countries. However,
in 2001 in France, farms of approximately 500 acres or more represented
2 percent of farms and received 11 percent of direct payments for arable crops
(grains and oilseeds), while small farms (25 to 50 acres) represented 19 percent
of farms but received 7 percent of direct payments for arable crops. While the
EU is currently in the process of converting most of its various forms of direct
farm payments into “single farm payments” that will be largely independent of
production, the direct farm payments will be based on payments historically
received by a farm. Hence, it is likely that direct payments to European farmers
will remain concentrated among a relatively small portion of farms.

Issues in Current U.S. Farm Policy

In the United States, producers of bulk commodities, such as cash grains
(wheat, rice, and corn), cotton, oilseeds, and peanuts, and producers of several
other minor crops are eligible for commodity support in various forms,
including fixed direct payments, countercyclical payments, and marketing
loan program benefits (whose particulars will be discussed in a later section).
Dairy, sugar, and (until 2004) tobacco prices are also supported through
production and import control programs.

Agricultural Production and Farm Program Benefits
Are Increasingly Concentrated

Because of differences in farm size and types of commodities produced
across farms, the distribution of government payments is unbalanced. Among
the factors affecting the allocation of government payments are farm size
(acreage), location, and types of commodities produced.
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Less than half of the Nations 2.1 million farms receive government
payments—only 40 percent received government payments (including income
support and conservation payments) in 2003. Direct government payments on
crops eligible for commodity support reach only about 500,000 farms (around
25 percent of all farms). Even for farms that receive payments, government
payments typically represent a small share of gross farm income (revenue from
farming activities, including crop, livestock, and other farm-related income,
and government farm support payments) and an even smaller share of farm
operator household income. Government payments accounted for only about
5 percent of receipts for commercial farms (Table 8-2).

Most program payments go to larger farms, because program commodity
production is concentrated on larger farms. While commercial farms received
approximately half of government payments in 2003, they accounted for only
15.5 percent of farms receiving payments, and the average household income of
their operator is almost three times higher than U.S. average household income.
The largest of the commercial family farms (those with gross annual sales of
$500,000 or more) received 27 percent of payments even though they account
for 5.5 percent of farms receiving payments. Some of the largest farms in terms
of value of production produce livestock or fruits and vegetables and thus may
not receive any government program payments. As Charts 8-3 and 8-4 show,
both production and program payments have become increasingly concentrated
over time, with notable shifts toward larger farms even over the last decade.

Chart 8-3 Value of Agricultural Production by Farm Size (1989 versus 2003)
Agricultural production is shifting toward larger farms.
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Chart 8-4 Government Commodity Payments by Farm Size (1989 versus 2003)
Government commodity payments are shifting toward larger farms.
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The share of program participants is highest in regions where production
of corn, oilseeds, wheat, rice, and cotton is concentrated. Cotton and rice
farms reported the highest average payment level. In 2003, cash grain (wheat,
rice, corn, barley, oats, and sorghum) and soybean farms received 49 percent
of total payments even though they represented only 21 percent of the value
of total agricultural commodity sales. Farms that receive no payments
typically specialize in the production of nonprogram commodities such as
meats, vegetables, fruits, and nursery products.

Farmers Today Have Many Options for Managing the
Risks They Face

Farmers face many risks. The uncertainties of weather, crop yields, prices,
government policies, global markets, and other factors can cause wide swings
in farm income. Furthermore, farm income is more variable than income
from off-farm activities.

Risk management involves choosing among many options for reducing the
financial effects of such uncertainties. In addition to participating in govern-
ment commodity programs that are available for certain commodities,
farmers today have private options for managing risk that were not available
when commodity price support programs were introduced. For instance, the
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growth of futures and options markets provides a market-based method for
farmers to protect themselves against short-term price declines. Other private
means to stabilize farm incomes include saving, borrowing, diversifying
among different types of crops and livestock, contracting farm output with
processors at assured prices, crop insurance and total revenue insurance,
utilizing a wide range of farm management practices that reduce crop loss
(e.g., irrigation, pesticide use), leasing out farmland, and taking advantage of
expanded opportunities for earning nonfarm income.

The sources of income for farm households are increasingly diversified,
which means many of them are less vulnerable to the volatilities of farm
income. By 2000, 93 percent of farm households earned off-farm income,
including off-farm wages, salaries, business income, investments, and Social
Security. Off-farm work has played a key role in raising farm household
income, which, as already noted, now exceeds the national average. Chart
8-5 shows the increasing importance of nonfarm income for farm households
in the United States.

While farm household incomes have become more diversified, farm
operations have become increasingly specialized: In 1900, a farm produced an
average of about five commodities; by 2000, this average had fallen to about one
per farm. This change reflects not only the production and marketing efficien-
cies gained by concentration on fewer commodities, but also the effects of farm

Chart 8-5 Composition of U.S. Farm Household Income by Source (household average)
The ratio of off-farm income to on-farm income has been rising over time.
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price and income policies that have reduced the risk of depending on returns
from only one crop or just a few crops. Farms would likely cope with decreases
in commodity subsidies by increasing the number of different commodities
they produce and by the other income stabilizing strategies already discussed.

Economic Costs of Commodity Support Programs

Despite the decreasing share of agriculture in U.S. GDP, the decreasing
share of farm income in total farm household income, and despite the fact
that the average farm houschold is no longer poor, U.S. farmers continue to
receive billions of dollars in subsidy payments from U.S. taxpayers every year
(Chart 8-6). Total payments to farmers from the Federal government were
approximately $20 billion in 2005 and are projected to be approximately
$21 billion in 2006. This constitutes about 6 percent of the U.S. Federal
budget deficit for 2005 of $319 billion.

In addition, these subsidy payments can cause market distortions by
stimulating more production than would occur without the subsidies. To the
extent that payments are tied to production and prices, they send market
signals to farmers that differ from those they would receive from a market
operating free from government intervention. These distorted price signals
lead to an economically inefficient allocation of resources both within the
agricultural sector and across other sectors of the economy. The link between
agricultural support payments and markets varies among programs. For
instance, fixed direct payments (FDDPs) are based on a farm’s historic produc-
tion and are fixed lump-sum payments. Countercyclical payments (CCPs) are
based on historic production but the per acre payment varies with changes in
the current market price. Marketing loan benefits (MLBs) are calculated
based on current production and prices. Although there is some debate over
the relative levels of the market distortions caused by these direct payments,
FDPs are generally believed to be minimally market-distorting per dollar of
expenditure, followed by CCPs, and finally MLBs, which are generally
perceived to result in the most market distortion per dollar of expenditure.

While these domestic support policies increase costs to taxpayers, they are
only part of the support that agriculture receives and these other forms of
support can also cause market distortions. In particular, for some commodities,
market price supports such as tariffs impose additional costs on U.S. consumers
of commodities by raising their domestic prices relative to world prices and thus
reducing consumer purchasing power. Such support is especially high as a
percentage of the value of the commodity in the case of sugar. Because of the
U.S. tariff rate quota system on sugar imports, the domestic price of sugar
has been approximately double world sugar price over the last few years. An
estimate by the OECD found that the cost of U.S. sugar policies to U.S. sugar
consumers due to increased sugar prices was $1.5 billion in 2004.
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Chart 8-6 Net Direct Payments to Farmers
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In general, U.S. commodity support programs promote overproduction of
commodities in the United States and hurt countries that could benefit from
exporting these commodities to the United States. The existence of these U.S.
programs in turn has prompted some U.S. trading partners to insist that we
reduce these market-distorting programs in exchange for concessions impor-
tant to United States trade in services and manufacturing. At the same time,
as discussed in the next section, U.S. agriculture increasingly depends on the
availability of foreign markets.

This section focused on distortions of market for land-based food resources.
For an example of government policy that increases economic efficiency
through market-based management of marine food resources, see Box 8-3 at
the end of this chapter.

Trade Policy Issues

The potential economic gains from further trade liberalization in agriculture
as well as in manufactured goods and in services are large (see Chapter 7, The
History and Future of International Trade, for more information). Trade minis-
ters are working at the World Trade Organization to resolve differences about
how to reform various protections for agriculture, a key issue that must be
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addressed before negotiations in other areas can proceed. Areas of significant
policy interest are the economic impacts of agricultural trade liberalization and
the potential impact on the environment and the supply of amenities.

Trade Is Essential to the U.S. Agricultural Sector

Trade is important for all major sectors of the U.S. economy, and agriculture
is no exception. The quantity of agricultural goods exported from the United
States has grown dramatically over the last half century, and is approximately
eight times higher today than in 1950. With the productivity of U.S. agricul-
ture growing faster than domestic food and fiber demand, U.S. farmers and
agricultural firms rely heavily on export markets to sustain prices and revenues.
U.S. export revenues have accounted for 20-30 percent of U.S. farm income
during the last 30 years and are projected to remain at this level.

Nonsubsidized Commodities Now Account for Most
of U.S. Agricultural Exports

Historically, bulk commodities—wheat, rice, coarse grains, oilseeds,
cotton, and tobacco—accounted for most of U.S. agricultural exports.
Because of a cost advantage due to favorable land resources and capital-to-
labor ratios, the United States is comparatively better at producing these crops
than many other countries. The adoption of biotechnology and consolidation
of farm operations have further boosted productivity. Stagnant import
demand in some major markets, however, has resulted in a shift in U.S.
exports of grains and oilseeds. Over the last decade, the share of U.S. bulk
commodity exports shipped to developed countries dropped from 43 to
34 percent. Fast-growing developing countries are the prospective future
markets for U.S. bulk crops and other farm exports. China, for example, is
now the largest importer of U.S. soybeans, having surpassed the EU.

In the 1990s, U.S. exports of high-value products—meats, poultry, live
animals, meals, oils, fruits, vegetables, and beverages—showed steady growth,
while exports of bulk commodities tended to fluctuate more widely, particu-
larly in response to changes in global supplies and prices (Chart 8-7). As
population and incomes rose worldwide in the 1990s, U.S. exports of high-
value products (HVDs) expanded in response to demand for greater
diversification of diets. In fiscal 1991, HVP exports exceeded exports of bulk
products for the first time (in terms of value). Notwithstanding that producers
of HVDs receive little in the way of commodity subsidy payments compared to
producers of bulk commodities, HVP exports have continued to exceed bulk
exports, regardless of overall growth of U.S. agricultural trade.
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Chart 8-7 Value of U.S. Agricultural Exports of Bulk and High-Value Commodities
High value commodities are now a greater share of U.S. agricultural exports.
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Note: Bulk commodities are wheat, rice, coarse grains, oilseeds, cotton, and tobacco. High-value products are meats,
poultry, live animals, meals, oils, fruits, vegetables, and beverages.
Source: Department of Agriculture (Economic Ressarch Service).

Trade Agreements Promote Reform of
U.S. Commodity Support Programs

The November 2001 declaration of the World Trade Organization’s (WTO)
Fourth Ministerial Conference in Doha, Qatar, provides for negotiation on a
range of subjects, including the reform of agricultural and trade policies
among all 149 members. This 2001 declaration was further supported by the
March 2005 ruling of the WTO Dispute Settlement Body against certain
U.S. cotton program subsidies.

The United States has implemented free trade agreements with several coun-
tries, and has negotiated and is currently negotiating free trade agreements
with various additional countries (see Chapter 7, The History and Future of
International Trade, for further information); all of these agreements call for
increases in market access, both for agriculture and for other goods and serv-
ices. As an example of the impact of these types of agreements, the North
American Free Trade Agreement (NAFTA), implemented in 1994, has spurred
market integration among businesses and communities in Canada, Mexico,
and the United States, with research showing that NAFTA boosted agricultural
trade substandially above levels that would have occurred without the agree-
ment. Trade negotiations provide an opportunity to remove market distortions
and increase market access for U.S. exports including agricultural exports.
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Benefits of Agricultural Trade Liberalization

At a global level, agricultural land and other resources are used most
efficiently when farmers in each country face the same price signals. Prices are
the market’s way of indicating how much of each crop is produced, how it is
produced, and where it should be produced in order to achieve the most
efficient production patterns and the best, least-cost outcomes for consumers.
Trade barriers, export subsidies, and domestic support programs distort the
price signals that farmers receive and limit the potential economic gains that
consumers and producers can obtain from trade. Trade liberalization that
removes or at least lowers these distortions is motivated by the prospects of
economic gains from trade (as in the example in Box 8-1 on New Zealand’s
experience with trade liberalization).

Empirical evidence suggests that global agricultural policy distortions
impose substantial costs on the world economy. One study finds that agricul-
tural tariffs, domestic subsidies, and export subsidies could leave world
agricultural prices about 12 percent below levels otherwise expected in an
intervention-free market. Because U.S. tariffs, domestic support, and export
subsidies are relatively low compared to some other OECD countries, most of
the benefits for the United States would come from our trade partners’ policy
reforms. A new study shows that global reform of agricultural and food trade
policy would provide roughly 60 percent of the global gains from merchandise
(agricultural and manufactured goods) trade reform—$180 billion of a total of
approximately $290 billion (in 2001 dollars) by 2015. Even though agricul-
ture is a relatively small portion of world output, agriculture is more protected
than other sectors, which accounts for the significant contribution of
agricultural trade liberalization to the benefits of total trade liberalization.

U.S. agriculture will continue to be competitive if global agriculture policy
distortions are eliminated. According to the same study, with removal of
all global agriculture policy distortions U.S. farm exports would increase
by 12 percent in volume and the value of U.S. agricultural exports would
continue to exceed the value of farm imports to the United States. With
global agriculture and food reform, average annual agricultural production
growth in the United States would continue to be positive.

Even though the net gains from removal of domestic supports would likely
be positive, their removal would likely come with some costs. For example, a
portion of domestic support payments are included in the value of farmland
and other farm assets, thereby distorting their values. These asset values can
decrease in sectors where the subsidies are reduced. However, if the market-
distorting subsidies can be replaced by less-distorting payments—in particular,
payments that are not closely tied to market prices or quantities, such as lump
sum payments—the adverse impacts on farm asset values should be minimized.
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Box 8-1: New Zealand’s Abolition of Agricultural Subsidies

The farming sector in New Zealand now has negligible subsidies.
Historically, assistance to New Zealand farmers was low until the 1970s,
when it started to increase dramatically. The support policies of the
seventies and early eighties shielded the rural economy from adopting
efficient practices, increased transaction costs, and undermined the farm
sector’s capacity to adjust successfully to international market demands.

Within a broad package of reforms to New Zealand's economy in the
1980s, subsidies to agriculture were abolished in 1985. The reforms had
an immediate and widespread effect on agriculture and the rural
economy: farm incomes fell, farm input costs (particularly fertilizers)
increased, farm profitability declined, the farm debt burden rose, and
land values fell. Farmers’ problems were compounded by low interna-
tional prices for some agricultural products during the middle and late
1980s and increasing interest rates. The slower pace of reform for the
manufacturing sector and the ensuing appreciation of the real exchange
rate made the adjustment process of rural households more acute than
the withdrawal of agricultural support would have caused on its own.

Within five years, however, the economy picked up, farm incomes had
fully recovered and fears of a rural collapse never materialized. Rural
population and farm households proved resourceful in adapting to the
changes that swept the sector. Despite the early problems, few farmers
were forced to leave their land. The rural economy and the agricultural
sector as a whole have become more efficient, and competitive. Farmers
have had to become more responsive to world price signals and have
shown that they are able to explore and develop new niche markets. A
research paper estimated that the annual rate of productivity growth was
approximately 50 percent higher during 1985-1998, compared to that of
1972-1984. The level of producer support in New Zealand is now the
lowest across member countries of the OECD, domestic and world prices
are aligned, and government payments are only provided for pest control
or relief against climate disasters. Even with low levels of government
support, it is estimated that agriculture accounted for 7 percent of New
Zealand's GDP over 2002-2004 compared to 8 percent over 1983-1985,
and with a post-liberalization high of 9 percent in 2001. Agriculture
accounted for 43 percent of New Zealand'’s total exports in 2004.

With the removal of global agriculture policy distortions, U.S. consumers would
face higher prices for those commodities that currently receive domestic support,
such as grains, because their production would fall. U.S. consumers would face
lower prices for a few products, such as sugar, that are currently protected by
border measures and that will face increased competition from imports.
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The recent study estimates that nearly half of the global income gains of
approximately $290 billion would go to developing countries. Global reform
thus becomes an effective supplement to, and in some cases a substitute for,
less-effective development aid. Several recent studies conclude that global
agricultural trade reform would reduce rural poverty in developing
economies, both because in the aggregate these countries have a strong
comparative advantage in agriculture and because their agricultural sector is
important for income generation.

Trade liberalization would be particularly beneficial for the poorest
countries, with several studies finding the potential of trade liberalization for
manufactured and agricultural goods to lift hundreds of millions of people
out of poverty. Debt relief and foreign aid can also help to reduce poverty,
but trade is a far more powerful tool. One study finds that the payoff from
agricultural trade liberalization to developing countries alone would be
$54 billion (in 2001 dollars) by 2015, roughly equal to the current debt relief
proposal of $56 billion. Furthermore, development aid does not always trickle
down to the underprivileged. Agricultural liberalization is particularly impor-
tant because roughly 75 percent of the world’s poor live in rural areas, and
because farmers and other low-skilled workers constitute the vast majority of
the poor in developing countries. An open global market for agricultural
goods would lead to greater crop specialization, increased agricultural exports,
and higher farm incomes in poor countries.

Alternatives to Commodity Subsidies

Support to agriculture can come in many forms, not all of which are equally
market-distorting. For example, some countries (including the United States)
offer fixed payments to farmers, irrespective of what they produce. Decoupled
payments are lump-sum income transfers to farm operators that do not
depend on current or future production, factor use, or commodity prices.
From an economic perspective, the best way to provide agricultural support
would focus on forms of support that interfere less with market forces while
achieving the desired policy objectives.

The WTO’s Uruguay Round Agreement on Agriculture encourages
countries to “decouple” support from the production of specific commodities
by creating a “green box” category for agricultural support. The main crite-
rion for a support program’s eligibility to be included in the green box is that
the program is “not more than minimally trade-distorting.” Unlike the
WTO’s categories for support that is more trade-distorting, the green box
is not subject to spending limits. Note that the term “green box” refers to
potential trade-distorting impacts and not to environmental issues, although
environmental programs may be included in the green box.
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Besides including lump sum payments not tied to present or future prices
or output, the green box includes payments for “doing something,” such as
conserving the soil. For instance, support can be shifted from payments
based on commodity output to agri-environmental programs such as the
U.S. Environmental Quality Incentive Program, which has provisions to pay
farmers to adopt environmentally benign management practices. Payments
can also be made for activities that benefit the entire farm sector. For example,
investments in public goods like infrastructure for rural development
(e.g., roads), agricultural research, market promotion, extension and teaching,
as well as collecting and diffusing agricultural statistics and market informa-
tion, are also included in the green box. Government support for activities
that boost agricultural productivity in the United States relative to that in
other countries can help to increase competitiveness of U.S. agriculture in
world markets. The exemption of these decoupled payments from WTO
payment ceilings provides members of the WTO with the flexibility to
transfer income to their agricultural producers, but in a manner presumed to
have minimal potential to distort production and trade.

While green box payments are not currently constrained by global trade
rules, many countries argue that some of them distort production and trade
and that their use should be limited. A recent study of the U.S. experience
with decoupled payments finds that these payments have improved the well-
being of recipient farm households, enabling them to comfortably increase
spending, savings, investments, and leisure but with minimal distortion of
U.S. agricultural production and trade.

Environmental Aspects of Agricultural Subsidies

In the 1980s, agri-environmental programs began to play a larger role in
Federal farm policies, in part due to greater concern about environmental
damage from agricultural production. While U.S. agri-environmental policies
have long addressed the negative externalities of agricultural production, agri-
environmental policy in a number of developed country members of the
WTO is increasingly giving attention to the positive by-products of agricul-
ture. Major US agri-environmental programs can be categorized as either
incentive programs or cross-compliance mechanisms (see Box 8-2).

Agri-environmental incentive programs can be further categorized as follows:

* Land retirement programs remove land from crop production. In exchange

for voluntarily retiring land, producers receive rental or easement
payments plus cost sharing and technical assistance to aid in the establish-
ment of permanent cover on the land. Economic use of the land is limited
under retirement programs (e.g., the Conservation Reserve Program and
the Wetlands Reserve Program). The bulk of U.S. agri-environmental
programs expenditures fall in this category.
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Box 8-2: Policy Mechanisms for Addressing Agri-environmental
Issues

The United States and many other developed countries utilize a
combination of programs to address agri-environmental issues:

* Voluntary incentive-based programs. Agri-environmental incentives
are payments made to the farmer for the adoption of environmentally
sound practices or to retire environmentally sensitive land from
production. The advantage of incentives is that they increase the likeli-
hood that farmers will adopt the desired practices or retire land. The
disadvantage of incentives is the cost to taxpayers. Incentives can also
have the effect of expanding production, so even if the disamenities
(negative by-products of agricultural production) produced by each
farm (or on each field) decrease, more farms (or fields) may now
produce disamenities. For example, a business that would be unprof-
itable when subject to a tax may be made profitable through the
payment of an incentive or a subsidy. While a tax may drive a business
out of a competitive industry, an incentive may increase entry and
induce expansion in competitive outputs. Nonetheless, while
economic theory may suggest that taxes are the most economically
efficient instrument to reduce pollution, they have seldom been used
in agri-environmental programs at the Federal level in the United
States. Note too that assessing taxes on the level of agricultural pollu-
tion is difficult due to its nonpoint source nature (that is, the originating
source(s) of agricultural pollution cannot be easily pinpointed).

® Regulation. Regulatory requirements or standards represent an invol-
untary or mandatory approach to improving agri-environmental
performance. Unlike policy choices in which farmer participation is
uncertain, regulations require that all farmers participate. This feature
can be particularly important if the consequences of not changing
practices are drastic or irreversible. On the other hand, regulatory
requirements are a blunt tool and can be the least flexible of all policy
instruments. This regulatory instrument requires that producers reach
a specific environmental goal or adopt specific practices without
regard for cost or environmental effectiveness, which may vary
significantly across farms, but are seldom known by regulators.
Consequently, regulation can be less flexible and less efficient than
economic incentives. Regulatory requirements are used sparingly in
both the United States and the EU.

e Cross-compliance. Cross-compliance requires a basic level of environ-
mental compliance as a condition for farmer eligibility for other
government programs that farmers may find economically desirable,
such as producer payments. Technically, cross-compliance is a volun-
tary instrument, but in practice it may not strictly be perceived by
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Box 8-2 — continued

farmers as voluntary, particularly when the existing subsidy represents
an important share of total farm income. Namely, it may be difficult for
a farmer to forgo cross-compliance when the value of the existing
subsidies exceeds the farmer’s costs of adopting the mandated prac-
tices. An advantage of cross-compliance programs is that less
government spending is required than with subsidies to address envi-
ronmental problems. Disadvantages are that it will have a lesser
impact on farms that are not traditional participants in commodity
payment programs or in situations when program payments are lower
than the costs to farmers of complying.

» Working land conservation programs support adoption and maintenance
of land management and structural conservation practices on
agricultural land, including crop and grazing land, and in some cases,
forestland, in exchange for cost-shares or incentives (e.g., the Conservation
Security Program and the Environmental Quality Incentive Program).

* Agricultural land preservation programs help retain land in agricultural
production by purchasing the landowner’s right to convert land to other
uses (e.g., the Farm and Ranch Land Protection Program).

A requirement for agri-environment programs to be included in the WTO
green box is that they have not more than “minimally” trade-distorting
effects. With the exception of the Conservation Reserve Program (CRP) and
other land retirement programs that likely reduce U.S. production, current
U.S. cost-sharing, incentive payment, and technical assistance programs have
a minimal effect on production, given that the focus of such programs is on
environmental improvements rather than altering production. In contrast,
the focus of complaints brought before the WTO to date on agricultural
subsidy programs has been on programs that may have a tendency to increase
production, not reduce it.

If new WTO negotiations produce an agreement to further reduce
trade-distorting domestic support, countries may find it necessary to shift
support from programs that are subject to reduction to programs that are
exempt. This may include agri-environmental programs that qualify for inclu-
sion in the WTO green box. Nonetheless, great care needs to be taken in
designing programs to ensure that they indeed have only minimal trade-
distorting effects (in particular, production-increasing impacts tend to be a
source of international contention); there is no reason to assume that
environmental programs will automatically fall in the WTO green box.
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Conclusion

While the income of farm operator households is higher than the U.S.
average, their household income is more variable than that of the average
U.S. household because farm income is more variable than income from
off-farm sources. Management of the risks faced by large commercial farms—
who receive the biggest share of U.S. subsidy payments—may be best served
by crop or revenue insurance and forward pricing through participation in
futures and options markets. And if one of society’s goals for agricultural subsi-
dies is to support the nonmarket benefits of agriculture, then there are more
efficient instruments than those that are coupled to commodity production.

If the intent of commodity support programs is to assist low-income house-
holds, then these programs are failing in this task today because the bulk of
payments go to farm households with incomes above the U.S. nonfarm
average. Furthermore, as world trade in agricultural products increases, food
security for U.S. consumers becomes less dependent on domestic production
and, consequently, on domestic commodity subsidies programs. Not only are
domestic commodity policies—domestic support, market access, and export
subsidies—not targeting vulnerable populations in the United States, these
policies, as used by the United States and other countries, reduce farm income
in poor countries.

Box 8-3: A Market-Based Approach to Reduce Overfishing

The Nation’s marine fisheries are valuable resources, contributing
$31.5 billion in value added to U.S. GDP, supporting 82 million recre-
ational fishing trips, and providing 9.5 billion pounds of protein-rich
food. Unfortunately, many of these fisheries suffer from overfishing,
excessive harvest capacity, and low profitability. Limited Access
Privileges (LAPs)—which give individual commercial or recreational
fishermen, cooperatives, or communities the exclusive privilege of
harvesting a share of the total allowable catch—are a market-based
approach to addressing these challenges.

Under traditional management approaches, fishermen compete for a
share of a common resource. This leads to a “race for fish” that results
in short fishing seasons, higher harvesting costs, lower profits, overca-
pacity, poor product quality, and environmentally damaging fishing
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Box 8-3 — continued

practices. Traditional approaches often mandate certain fishing gear,
specify short fishing seasons, and impose other restrictions to limit
overfishing. These restrictions are difficult to enforce, do not provide
incentives for fishermen to reduce their catch, and impede the develop-
ment of innovative technology and fishing practices.

LAP programs, which include individual fishing quotas (IFQs) as well
as allocations to fishing cooperatives, communities, and potentially,
recreational fishermen, do not suffer from these same problems. LAPs
with transferable quotas provide fishermen with the incentive to
harvest fish at minimal cost, thereby reducing fleet overcapacity and
increasing profitability. Each fisherman in a LAP program cannot
harvest more fish than his individual quota permits. This means that
fishermen can adopt new fishing practices to reduce bycatch (i.e.,
unwanted or unintentional catch) without concern that they will lose
target catch to competitors, and have a lot more choice about when to
fish, allowing them to avoid hazardous weather and sea conditions and
improve their profitability by fishing when prices are best.

LAPs have been implemented in eight U.S. fisheries since 1990.
Commercial fishermen in these fisheries have seen increased profits,
decreased harvesting costs, and a safer and more stable industry. For
example, due to improved product quality under a LAP program, the
Alaska pollock catcher/processor cooperative fleet harvest in 2001
yielded 49 percent more products per pound than in 1998, the last year
of the “race for fish!” IFQs in the Alaska halibut and sablefish fishery
ended the race for fish and increased season length from less than b
days to 245 days per year. Profits have increased due to lower operating
costs and higher product prices, which have more than doubled
because halibut now arrive to market fresh rather than frozen, thereby
benefiting consumers. Harvesting costs in the mid-Atlantic surf clam
and ocean quahog fishery have fallen by 46 percent since implementa-
tion of an IFQ system.

In September 2005, the President proposed legislation reauthorizing
the Magnuson-Stevens Fishery Conservation and Management Act that
would implement key elements of the President’s 2004 Ocean Action
Plan, including encouragement for fishery managers to use market-
based management, such as LAPs. At the same time, the Administration
pledged to work with regional fishery management councils to double
the number of LAP programs by 2010, bringing at least eight new
fisheries under market-based management. The Administration is also
working with regional fishery managers to create guidelines for
planning and implementation of future LAP programs.
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CHAPTER 9

The U.S. Financial Services Sector

Everyday life tends to expose people to the financial services sector. For
example, people make deposits at banks and obtain loans from them.
Nevertheless, understanding what this sector does can be difficult. Why do
individuals go to intermediaries like banks for mortgages, rather than skip
intermediaries (and their costs) and deal directly with savers? And why do
financial service firms ask for so much information before making a loan and,
afterward, place so many restrictions on borrowers?

This chapter explores what financial services do for an economy, how
financial development relates to economic performance, and how financial services
can be effectively regulated. In particular, it develops the following conclusions.

* The financial services sector addresses informational problems that can
otherwise keep financial capital from finding productive uses. Moreover,
the U.S. financial services sector tends to deliver these services in a
cost-effective manner.

* Financial services facilitate innovation and thus encourage the economic
growth that is necessary to increase living standards over time. They
might also bolster economic stability.

* Financial regulation should protect consumers and ensure the system’s
safety and soundness. Moving too far in the public regulation direction,
however, can stifle the productivity and innovation that are necessary for
the economy to enjoy fully the benefits of financial services. An effective
financial regulatory system appropriately balances the costs and benefits
of public regulation.

The Economic Roles of Financial Services

Financial services address information problems inherent in lending and
investing. This section explains this and other benefits, and presents evidence that
the United States enjoys a comparative advantage in producing financial services.

Financial Services Address Information Problems in
Lending and Investing

Adverse Selection

In general, information problems can hinder efficient economic behavior.
Consider an example from the used-car market. In this market, sellers are
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likely to have better information than do buyers about the cars being sold.
A buyer might have general information about the quality of a certain model,
but the seller likely enjoys additional information about the particular car that
is being considered. In this and related cases, information is said to be
distributed asymmetrically across the transaction’s parties.

Economic theorists have shown that, absent a tool for reducing
information asymmetries, only the worst-quality cars will be sold. In the case
of the used-car market, given the general nature of the buyer’s information,
he or she may be willing to pay only the average price that the model under
consideration tends to command. But sellers may then only offer cars that are
below average in quality—i.e., “lemons.” Indeed, a seller would incur a loss
by selling an above-average car at a price based on the value of the average car.
Consequently, high-quality cars might never make their way to the market.

This tendency for sellers of lemons to adversely select themselves creates
difficulties in a number of markets, including those for financial capital. For
example, just as a used car’s owner has relatively good information about that
car’s quality, a manager likely has better information about his or her business
projects than does an outside supplier of financial capital. This information
asymmetry, in turn, can encourage “low-quality” projects to adversely select
themselves into the financial market. As in the automobile example, relatively
well-informed sellers (managers) may want to withhold highly valued assets
(the right to share in the proceeds of a new project) if the general nature of
available information lets buyers bid only an average price. An economy may
thus forgo the very projects that are important for its performance.

Moral Hazard

The above discussion shows that, when information is asymmetric before a
transaction takes place, the side with relatively good information can
adversely select itself. The prospect of this strategic behavior can discourage
the financing of otherwise valuable projects. But even if parties to a potential
transaction can address this problem, information can still be asymmetric
after a transaction takes place. This latter type of asymmetry is known as
moral hazard and, left untreated, it too can hinder economic efficiency.

Like adverse selection, moral hazard is problematic for a number of markets.
For example, because insurance customers have better information about their
behavior than do insurers, an individual who buys insurance can subsequently
take on too much risk. Here, an insured driver might enjoy the benefit of
driving faster (e.g., the value of time saved) while passing at least some of the
costs on to the insurance agency (e.g., the value of an expected claim).

A similar phenomenon plays out in more narrowly defined financial
services. Indeed, just as insurance customers tend to have better information
about their behavior than do insurance sellers, businesses and households
tend to have better information about how they use loans than do lenders.
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Lending contracts, like insurance contracts, may thus be plagued by moral
hazard problems. A manager might, for example, pursue a project that is more
risky than what was agreed upon when the loan was made. In doing so, the
manager enjoys the benefit of projects that ultimately perform well, but passes
the cost of poorly performing projects onto the firm’s lenders. Absent an insti-
tution that would discourage managers from acting in this manner, suppliers
of financial capital will be reluctant to offer financing. Again, the problem of
asymmetric information can lower an economy’s level of productive activity.

Financial Services Can Mitigate Adverse Selection and
Moral Hazard

The above discussions show that information problems can impede the
efficient use of financial capital. Because these problems can stand in the way
of better outcomes for both demanders (i.e., businesses, households) and
suppliers (i.e., savers) of financial capital, opportunities exist for a third party
to reduce informational obstacles. Financial service providers frequently play
this important intermediary role.

Financial service firms can, for example, build expertise in evaluating and
monitoring borrowers. Understanding what is, and what is not, a productive
project can check the problem of adverse selection. An effective monitoring
program can then keep borrowers on task with agreed-upon projects and thus
limit moral hazard problems.

Demanding collateral can help mitigate information problems in this
regard. To see how, suppose that a low- and a high-quality applicant ask for a
loan and notice that, while information about quality is important for
deciding whether to grant a loan, low-quality applicants may not want to
divulge that information. In terms of the above discussion, lenders are
worried about low-quality individuals adversely selecting themselves into the
pool of applicants.

Asking for collateral can address this problem by encouraging applicants to
truthfully (rather than strategically) reveal this information. Here, high-
quality applicants are more willing to post collateral because they are more
confident that they will not lose it. In this manner, collateral requirements can
induce applicants to truthfully separate themselves into distinctive types of
borrowers (rather than strategically masquerade as more attractive types).

Likewise, asking for collateral can mitigate the problem of moral hazard.
Recall from the above discussion that borrowers may find it attractive to oppor-
tunistically increase a project’s risk. Collateral requirements can mitigate this
problem by essentially exposing the borrower’s own capital to such risk taking.

In each case, financial service firms reduce informational obstacles that can
stand in the way of lending. A good project can benefit both the projects
manager and lenders. But because managers tend to have better information
about projects, both before and after the projects are underway, passive lenders
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will be reluctant to offer the requisite funding. By specializing in setting
collateral requirements and evaluating and monitoring projects, financial service
firms can play the important economic role of reducing such asymmetries.

Financial Services Reduce the Cost of Collecting Information

A well-developed financial system not only mitigates information
asymmetries, it does so in an efficient manner. Notice from the above example
that individual savers could, in principle, mitigate these asymmetries them-
selves. In doing so, however, they would unnecessarily reproduce the same
information a number of times. The relatively high cost of collecting informa-
tion in this manner would still leave an economy with considerable
information asymmetries and thus prevent financial capital from being
matched with its most productive uses.

A reputable car dealer illustrates this point. After carefully examining a car,
a dealer might offer a guarantee. In that case, prospective buyers can take some
confidence from the guarantee itself, as opposed to having to reproduce infor-
mation about the same car through repeated examinations. In a competitive
environment, the associated cost savings can make their way to consumers. By
essentially delegating the process of information discovery to experts, savers
can likewise benefit from having financial service firms examine prospective
investments on their behalf. In both cases, intermediaries not only facilitate
mutually beneficial trades by reducing information asymmetries, they produce
these benefits in a relatively low-cost manner.

Other Benefits of Financial Services

Diversifying Investment Risks

In addition to being concerned with asymmetric information problems,
individuals are concerned with the fundamental risks to which their savings are
exposed. Indeed, independent of information problems, the return on invest-
ments can be very uncertain. This type of risk can also discourage financial capital
from finding productive uses. Financial services can address this problem by
economizing on the costs of investing in diversified pools of loans.

By saving at a bank, for example, individuals do not expose themselves to the
risk of any one investment. Instead, they can participate in the return from a pool
of investments, some of which will perform better at times than do others.
On average, then, savers can reduce the volatility that they would otherwise face
in an undiversified portfolio while maintaining a relatively high rate of return.

Transforming Long-Term Investments into Liquid Assets

Financial services can economize on the cost of providing liquid access to
even long-term investments. Individuals tend to save because they want to
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expand their consumption opportunities in the future. But while investments
in assets like long-term loans might be good at expanding these opportuni-
ties, they are typically not good at facilitating exchanges. It is much easier to
buy groceries, for example, with currency than it is with a long-term loan.
Absent a mechanism that can readily transform loans into more readily usable
forms of money, savers will again be reluctant to invest in projects that could
otherwise be mutually beneficial.

Financial firms provide savers with liquidity. Banks, coupled with Federal
deposit insurance (discussed in the Policy section below), can fund long-term
business projects while fulfilling the transaction demands of depositors.
Absent such a service, savers may be reluctant to commit their capital for
longer periods of time. But innovative projects frequently need long gestation
periods to build themselves into productive endeavors. By giving savers ready
access to the proceeds of even long-term investments, financial services again
encourage capital to find its best uses.

Providing Cost-Effective Means of Payment

The financial sector also furthers economic well-being by economizing on
the costs of producing payment services. The most widely used means of
payment, cash, is a good way to make small purchases, but creates difficulties
for larger transactions and those made from a distance. Financial services have
found innovative ways to make life easier here.

Services like processing checks and conducting electronic funds transfers, to
name a couple, can enhance the speed, safety, and convenience of transacting,
In addition, means of payment like these can open up opportunities to better
match consumers with the producers of goods and services that they demand.
Finally, the potential to expand these already considerable benefits is large.
By moving even further toward an electronic payment system, for example,
the savings in postage costs alone could reach into the billions of dollars.

The United States Enjoys a Comparative Advantage in
Financial Services

The U.S. financial services sector has been making increasing contributions
to GDP over the past several decades. The growing importance of this sector
to the U.S. economy owes, in part, to the U.S. global comparative advantage
in the production of financial services.

Chart 9-1 shows how financial services, such as central banking, taking
deposits, and making loans, have accounted for a growing share of U.S.
nominal GDP. This contribution has increased steadily from about 2 percent
in 1977 (the first year for which data are available) to about 4 percent in 2003
(the most recent year for which data are available).
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Chart 9-1 Share of GDP from Financial Services
The contribution of finance to GDP has risen about 68% since the late 1970s.
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The growing importance of the financial services sector is consistent with
U.S. workers having a global comparative advantage in the production of
financial services. For example, financial firms open offices in other countries
to serve foreigners (i.e., to export their services). Since 1997 (the first year for
which these data are consistently available), exports of financial services have
outpaced imports, with exports increasing by about $15 billion and imports
increasing by only about $5 billion. In 2004, financial service exports totaled
$27 billion while imports of financial services were only $11 billion.

Economic Growth and Stability

The above discussion highlights the potential for financial services to mitigate
information asymmetries and economize on transactions costs. Recent research
cites these attributes as important channels through which financial services can
increase living standards and promote economic stability. This section elaborates
on the general economic benefits that financial services can generate in this regard.

Financial Development and Economic Growth

Well-developed financial markets are important for economic growth.
Equipped with a comparative advantage in reducing information asymmetries
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and transactions costs, financial service firms can productively identify and
guide promising entrepreneurs, and thus pave the way for scarce resources to
find innovative projects. Innovations, in turn, can help turn a fixed amount
of resources into more output, and thus facilitate increases in living standards.
This funneling of resources to productive projects can also encourage the
replacement of outdated and inefficient technologies. Absent productive
financial services, for example, individuals can pursue innovations only when
they have enough resources to get their projects off the ground. “Idea-rich”
but “capital-poor” innovators pose little threat to a market’s incumbents, who
can become complacent and set the stage for poor performance to entrench
itself. By easing the way for newcomers to participate in the economy, finan-
cial services can hasten the replacement of bad ideas with growing
opportunities. Box 9-1 discusses the role of financial intermediaries in the
development and implementation of particularly innovative ideas.

Box 9-1: Venture Capital and Innovation

Venture capitalists raise funds, search for profitable investments, and
then guide investments until sufficient proceeds can be returned to the
original contributors. Working through this process, venture capitalists
can be especially successful in identifying and guiding productive inno-
vations. An influential study finds, for example, that a dollar of venture
capital produces about three times more patents than does a dollar of
corporate research and development (R&D). In addition, patents that
ultimately emerge from venture capitalization tend to be of high quality.

The previous section of this chapter showed that asymmetric
information can slow, or even preclude, mutually beneficial transac-
tions from taking place. In this way, information problems can prevent
financial capital from flowing to its most-productive enterprise. These
problems can become even more difficult when the project that seeks
funding is an innovative one. Indeed, the features of innovative projects
tend to be intangible, and thus expand opportunities to strategically act
on informational advantages. Without a mechanism for dealing with
these advantages, an economy may thus forgo projects that would
contribute most to its growth.

Venture capital firms are one such mechanism. Their expertise in
identifying productive ideas and creating incentive structures that
productively guide development therein lets them attract the type of
long-term steady funding that is necessary to see innovations through
from start to finish. This necessity for commitment creates risks that do
not let other intermediaries succeed. Here, for example, even the most
innovative borrowers may lack the credit or business track record that
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Box 9-1 — continued

would make them attractive prospects to conventional lenders. Venture
capitalists overcome such obstacles by taking extraordinary measures
to examine prospective projects and maintaining a hands-on approach
after making an investment. One study indicates that by discovering
worthy projects and shepherding them to fruition, venture capitalists
are able to annually attract upward of $100 billion in funding, and
channel this capital in a manner that accounts for about 14 percent of
U.S. innovative activity.

Consistent with the argument that financial services encourage growth and
discourage entrenchment, one study finds that industries that tend to lack
their own funding (and thus rely heavily on external sources to finance
projects) grow significantly faster when they are located in countries that have
well-developed financial intermediaries (such as banks). In addition, studies
show that countries that maintain well-developed financial systems tend to
grow their economies at relatively high rates.

This relationship between financial development and economic performance
also shows up in data from U.S. states. The relaxation of multi-state branch
banking restrictions since the mid-1970s, for example, appears to have
improved the quality of U.S. bank lending (as measured by a decline in
nonperforming loans). Evidence suggests that the entrepreneurial sector
responded to this enhanced development by leading state-level economies
onto higher and more stable growth paths. Looking at data at the firm- and
economy-levels, as well as across countries and U.S. states, researchers have
thus found evidence to suggest that an economy’s living standards and growth
prospects depend to a considerable degree on its financial development.

Financial Services and Economic Stability

The above discussion suggests that economic growth increases with the
development of financial markets and services. Fortunately, such long-term
benefits need not compromise short-term stability. Indeed, financial develop-
ment may contribute to a reduction in the volatility of economic activity.

The reduction in economic volatility over the past several decades is well
documented. As indicated in Chart 9-2, the volatilities of real output and
consumption growth (measured by their standard deviations over 20-quarter
periods) have both trended down since 1950. This remarkable decline in
aggregate volatility, coined “The Great Moderation,” appears to have set the
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stage for a stable macroeconomic landscape that better avoids the inefficiencies
that might emerge from increased economic uncertainty.

The evolution of the financial system may have played an important, though
not exclusive, role in the Great Moderation. One change in the financial
system that may have contributed to the Great Moderation was the removal of
regulations that created volatility. Evidence suggests, for example, that
Regulation Q, which limited the maximum interest that banks could pay on
deposits until its repeal in 1980, depressed lending in high-interest-rate
environments. As a result, banks may have created volatility by translating
financial shocks into real ones.

The Great Moderation may also reflect the financial system’s development
of more sophisticated ways of managing and sharing risk. For example, banks
now use derivative securities to insulate their balance sheets from interest-rate
risk. Derivatives are contractual arrangements that specify payments between
parties, where the payments are usually tied to some observable and verifiable
measure (e.g., an interest rate or stock market index). Banks may also use
derivatives to essentially purchase insurance against the defaults of large loans.
In addition, banks have developed new methods for selling loans to investors
through securitizations, the process of pooling loans and selling claims on
these pools to dispersed investors.

Chart 9-2 Long-Term Decline in Volatility of Macroeconomic Indicators
The volatility of macroeconomic variables has declined over the past several decades.
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Further, innovations in consumer financial products offered by banks, such
as cash-out-mortgage refinancing (COMR), may have helped to moderate
economic fluctuations. This role was evident in 2001, the year of the most
recent recession, when households reportedly extracted $83 billion of home
equity, up from $26 billion in the prior year. In addition, the widespread
distribution of consumer credit has almost certainly allowed many individuals
to insulate themselves from short-term economic shocks.

Policy Issues

The financial services sector appears to favorably affect economic growth
and may also reduce economic volatility. As the above discussions about finan-
cial mechanisms such as collateral and monitoring illustrate, private financiers
do a lot to facilitate financial development. However, public policy plays a
productive role. In particular, the desire to protect consumers and ensure the
safety and soundness of the financial system has motivated policies in this area.

Consumer Protection

Policies protect consumers in a number of settings. The Food and Drug
Administration (FDA), for example, requires producers to disclose certain
nutritional content and other information about their products. In the financial
services sector, the Truth-in-Lending Act also requires informational disclosures.
The Act requires that consumers be made aware of information about the
amount and rate of interest that they are paying on a loan.

A consumer-protection issue of current interest is identity theft. To conduct
their operations and reduce the risks of lending, financial service firms rely
heavily on the Nation’s credit-reporting system to both assess risk and verify the
identity of credit applicants. Identity thieves prey on this system by using another
consumer’s personal information to obtain credit in the consumer’s name.

Identity theft is a considerable problem. In 2005, banks, credit card companies,
retailers, and data brokers were involved in high-profile security breaches that
affected up to 50 million account holders. The entity whose security is
breached generally bears the costs of direct losses from identity theft.
However, consumers bear significant indirect costs of verifying fraudulent
charges and correcting the damage to their credit profiles.

The Administration has taken substantial steps to protect individuals from
identity theft. In 2003, the President signed the Fair and Accurate Credit
Transactions Act, which allows all Americans free access to review credit
reports annually to ensure the security and accuracy of their credit reports and
to protect against identity theft. In 2004, the President signed the Identity
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Penalty Enhancement Act, which defined a new crime of “aggravated identity
theft” and increased penalties for identity fraud. Congress may enact addi-
tional protective measures, and the Administration has recommended that it
consider extending to brokers and other entities the consumer safeguards
that govern the way financial institutions secure their databases. The
Administration also supports narrowly tailored legislation requiring compa-
nies to notify consumers if the security of their information has been breached
in a manner that creates a significant risk of identity theft. Enacting this legis-
lation would result in uniform national rules for dealing with identity theft,
rather than the current patchwork of inconsistent state and local regulations.
Of course, some regulations can be overly burdensome if not carefully crafted
(see Box 9-2 for additional discussion).

Box 9-2: Regulation Is Not Costless

While regulation can improve economic performance, it can also have
the opposite effect if not carefully crafted. For instance, if consumer
protection laws for some transactions are unduly burdensome, financial
service firms may stop engaging in those transactions altogether.
Therefore, regulations must carefully assess the overall benefit to
consumers to be sure the regulation’s benefits outweigh its costs.

Excessive regulation can increase the cost of producing financial
services. The now-repealed Glass-Steagall Act is illustrative. The Act
prohibited banks from producing commercial and investment services
under the same roof. This prohibition addressed the concern that a
bank’s investment arm (where banks sell financial securities, like stocks)
could opportunistically sell low-quality investments, and then use the
proceeds to shore up bad loans from its commercial arm (where banks
take in deposits and turn out loans). However, by decreasing the scope
of activities in which banks could engage, research has argued that it
pushed out economical ways of producing financial services. The costs
of regulation, in this case, could very well have outweighed the benefits.

Finally, regulation can work against the ability of financial services to
encourage capital to find productive uses. As described in the previous
section, research has found that historical restrictions on banks opening
new branches in other states decreased the quality of loans. When banks
make bad loans, financial capital may not find its most productive use.
Consistent with this argument, state-level economies grew at faster and
more stable rates after they relaxed bank branch restrictions.
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Safety and Soundness

Another policy concern, the financial system’s safety and soundness, has
deep historical roots. Until the 1930s, the banking sector was largely unregu-
lated. As such, it was susceptible to bank runs, whereby depositors raced to
withdraw funds in anticipation that others would do so first. Bank runs are
problematic because banks cannot quickly turn loans into cash in order to
repay depositors. Indeed, faced with a deposit run, a bank may be forced to
sell loans at a discount, which could leave depositors toward the end of the
run with little or no money.

To address this problem, the Federal government began to insure deposits.
Depositors have little reason to run on a bank when their funds are
guaranteed by the government. However, given that this insurance can expose
the U.S. taxpayer to potentially large losses, the Federal government has an
obligation to ensure that banks operate in a safe and sound manner.

Federal banking agencies have sought to achieve safety and soundness
through supervision and the setting of capital requirements. Agencies supervise
banks much like banks would monitor their loan customers. Bank capital
requirements dictate the amount of capital or liquid assets that banks must
hold as a cushion against potential losses.

The Basel Accords

Capital requirements have found guidance over the past two decades from
two international agreements known as the Basel Accords. These agreements
were created under the auspices of the Basel Committee on Banking
Supervision (which is organized and operated by the G-10 countries) within
the larger Bank for International Settlements (BIS) located in Basel,
Switzerland. The Basel Accords aim to produce general principles and
guidelines rather than promulgate binding law.

Basel I was instituted in 1988, and Basel II was issued in June 2004 (but
has not yet been implemented). Basel II was designed to improve upon its
predecessor, Basel I, in the areas of risk management and capital adequacy.
And while the Accords are intended for large international banks, a number
of countries are using them to guide domestic banking industries.

In addition to protecting depositors, Basel I and II aim to mitigate global
systemic risk: the risk that an event will trigger significant adverse effects on the
economy through loss of economic value and confidence in the global finan-
cial system. Systemic risk is normally associated with spillover effects, in
which the original shock spreads contagiously to other parts of the global
financial system and disrupts output and employment. The adverse effects of
systemic problems can arise from disruption of credit and capital flows. The
failure of a major international bank due to inadequate capital financing
provides one example of the type of “event” that could trigger adverse shocks.
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Prior to Basel I, countries operated under very different regulatory capital
regimes for their banks. Over time this arrangement raised competitiveness
and financial soundness concerns, prompting banking supervisors in the
industrialized countries to establish common approaches to defining regula-
tory capital and setting minimum regulatory capital requirements. Still, under
Basel I, minimum capital requirements can lack sensitivity to the underlying
riskiness of a bank’s business activities. This encourages bank investments in
higher-risk assets for which regulatory capital charges are too low, and fails to
reward improvements in the bank’s underwriting and risk-management
processes. The lack of risk sensitivity also reduces the effectiveness of statuto-
rily mandated, prompt corrective-action policies in the United States, which
are tied to a bank’s regulatory capital ratios. In recent years, financial innova-
tions, such as securitization and credit derivatives, and the greater
sophistication and complexity of risk-management techniques have rendered
the current regulatory capital framework, and related bank-reporting and
disclosure policies, increasingly outmoded for large, internationally active
banking organizations.

On September 30, 2005, the four Federal banking regulators (the Board
of Governors of the Federal Reserve System, the Office of the Comptroller of
the Currency, the Federal Deposit Insurance Corporation, and the Office
of Thrift Supervision) announced their intent to issue in 2006 a Notice of
Proposed Rulemaking for the U.S. implementation of Basel II. The banking
regulators plan to implement only the so-called “advanced” Basel II
approaches, under which minimum capital requirements would be much
more closely aligned with a bank’s actual risk taking by linking these require-
ments to the bank’s own internal risk assessments. This new framework
introduces three “pillars” intended to make reported regulatory capital ratios
better indicators of a bank’s financial condition and to make a bank’s risk
taking more transparent to both supervisors and the general public. Pillar 1
sets a bank’s minimum capital requirement based on capital formulas whose
basic inputs are derived from the bank’s internal risk-management systems.
Pillar 2 establishes a process through which supervisors and senior bank
management will review a bank’s overall capital adequacy in relation to its
business activities and plans. Last, Pillar 3 attempts to enhance transparency
through requiring expanded public disclosures of a bank’s risk positions.
Under the plan announced by the banking agencies, qualified U.S. banks
could begin transitioning to the advanced Basel II approaches in January 2009.

Within the United States, only a few banks are expected to apply this new
framework. It will be mandatory only for the largest, internationally active
U.S. banks under the belief that the advanced risk-measurement and manage-
ment standards are most appropriate and cost-effective for these institutions.
However, any U.S. bank may elect to adopt the new framework voluntarily.
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To address potential competitiveness concerns that might arise from banks
being subject to different capital standards, the Federal banking agencies also
are considering possible modifications of the U.S. capital rules that would
apply to those banks not adopting the advanced Basel II approaches. Broadly,
such modifications would be designed to make the rules applicable to the
vast majority of banks more risk sensitive, but without sacrificing overall
simplicity of the current capital framework.

As discussed above, capital standards for large banks are motivated by the
need to protect depositors and limit systemic risk. Concerns about systemic
risk extend beyond the traditional banking sector to other sectors, such as
government sponsored enterprises (GSEs).

Government Sponsored Enterprises (GSEs)

The Federal National Mortgage Association and the Federal Home Loan
Mortgage Corporation, more popularly known as Fannie Mae and Freddie
Mac, are two government sponsored enterprises (GSEs) that are organized by the
Federal government for the purpose of supporting the secondary market for
residential mortgages. The original congressional intent behind the formation
of these institutions was to provide stability and liquidity in the mortgage
market and to promote home ownership, particularly among low-income
families, by reducing the costs of mortgages. (The government also pursues
these objectives through the Federal Home Loan Bank (FHLB) system.)

Fannie and Freddie primarily run two businesses: mortgage securitization
and portfolio management. In their securitization program, Fannie and
Freddie buy home mortgages from banks and other mortgage loan origina-
tors, package them into pools, and sell claims on these pools to investors as
mortgage-backed securities (MBS). To augment investor demand, Fannie and
Freddie guarantee the interest and principal on the underlying mortgages.
These securitization programs provide liquidity to mortgage markets by
expanding the range of investors who hold mortgage assets. The portfolio-
management function of Fannie and Freddie arises because they purchase and
hold MBS on their balance sheets. The combined assets on the balance sheets
of Freddie and Fannie rose from $132 billion (5.6 percent of the single-family
home-mortgage market) at the end of 1990 to $1.38 trillion (23 percent of
the home-mortgage market) by 2003.

The market perception that the U.S. government backs GSE-issued debt
has facilitated the growth in Fannie and Freddie’s portfolios. Although GSE
debt is not guaranteed by the government, the balance of evidence suggests
that most investors perceive that the Federal government would step in to
prevent a GSE default. This perception allows GSEs to issue debt at an
estimated 40 basis points (i.e., 0.40 percent) below the rates of their peer
institutions. With access to relatively inexpensive funds, the GSEs can easily
finance expansions of their portfolios.
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The growth in GSE portfolios is accompanied by prepayment risk.
Prepayment of mortgages is problematic because GSEs tend to raise funds at
fixed interest rates, and prepayments tend to occur when interest rates fall.
Raising funds at fixed interest rates implies that GSE debt issued to finance a
purchase of mortgages is fixed until the debt matures. However, if interest
rates fall and, as a result, prepayments occur, the GSEs must reinvest the
funds from the prepayment in the now-lower interest-rate environment.
Typical methods for hedging prepayment risk (without assuming additional
credit risk) include the use of interest-rate swaps to turn fixed-rate debt obli-
gations into floating-rate ones, and the buying of Treasury securities. Both
methods generate income when interest rates fall, helping to offset the decline
in income caused by prepayments.

While all mortgage investors may face prepayment risk, the size of the
GSEs makes this risk of particular concern to financial markets and regula-
tors. Given the large size of their portfolios, it might be very difficult for the
GSEs to quickly adjust their portfolios if hedges turned out to be less than
perfect. The sudden failure of one of these enormous providers of mortgage
liquidity could severely diminish the liquidity of the mortgage market and
create severe financial stress for holders of GSE securities. Prepayment risk is
also compounded by the low level of GSE capital. The capital-to-asset ratios
(measures of the financial cushion available to absorb portfolio losses without
becoming insolvent) of Fannie and Freddie are roughly half the average
capital-to-asset ratios at comparable financial institutions.

The Administration’s policy proposals have attempted to minimize the
systemic risks posed by GSEs, while preserving the benefits for low-income
home owners and the liquidity that GSEs provide to mortgage markets. In
particular, the Administration has proposed that the GSEs focus on the
business of mortgage securitization. As a result, market liquidity will be
enhanced for a wider range of mortgages, and the home owner and liquidity
benefits associated with the GSEs will be maintained. Moreover, the resulting
reduction in the sizes of the portfolios will make the portfolios easier to hedge,
decreasing the likelihood of systemic problems with little adverse impact on
the liquidity of the market. Indeed, at the behest of the Office of Federal
Housing Enterprise Oversight (OFHEO), Fannie’s portfolio has declined by
$75 billion in the first half of 2005 without any noticeable effects on the MBS
and home mortgage markets. Apparently, there was ample MBS demand
from other investors, including banks and insurance companies.

The Administration has also recommended that regulators be allowed a free
hand in setting minimum and critical capital levels for the GSEs, and that a
clear and credible receivership process be established for the GSEs. This
extension of regulatory authority should have little impact on the liquidity-
generating activities of the GSEs (i.e., their securitization activities), but
would help to mitigate the likelihood of systemic events.
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Conclusion

Information tends to distribute itself asymmetrically—e.g., borrowers tend
to have better information about how they will use funds than do lenders.
The potential to exploit such advantages can stand in the way of mutually
beneficial transactions. Financial services are important for economic
performance because they can check this potential in an efficient manner.
While they do not make tangible goods, these organizations can play an
integral role in expanding economic possibilities.

Public policy can improve upon unregulated outcomes, but must do so in
a cost-effective manner. Moving too far on deregulation could compromise
consumer protection and system soundness. But moving too far on public
regulation can weaken economic performance. A well-developed financial
system is thus one that balances the costs and benefits of public regulation.
Systems like that in the United States appear to have found this balance, and
thus tend to support strong economies.
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CHAPTER 10

The Role of Intellectual Property

in the Economy

Certainly an inventor ought to be allowed a right
to the benefit of his invention for some certain time. It
is equally certain it ought not to be perpetual; for to
embarrass society with monopolies for every utensil
existing, and in all the details of life, would be more
injurious to them than had the supposed inventors
never existed... How long the term should be is the
difficult question.

—Thomas Jefferson, 1807

he founders of this country believed that inzellectual property was so

important that one of the specific grants of power to Congress under
Article I, Section 8 of the Constitution was the power “To promote the Progress
of Science and the useful Arts, by securing for limited Times to Authors and
Inventors the exclusive Right to their respective Writings and Discoveries.” This
grant gives Congress the power to define and to protect intellectual property
through measures such as the issuance of patents and copyrights.

Other powers granted to Congress by Article I, Section 8 of the Constitution
include taxation, regulating interstate commerce, coining money, borrowing,
and naturalization. (For more on the early history of intellectual property
rights in the U.S. see Box 10-1.)

Economic research over the past two centuries confirms the Founders’
wisdom regarding the importance of intellectual property. This chapter exam-
ines how intellectual property differs from other, more tangible, forms of
property, the justification for having a formal system for its protection, and
its role in economic growth. The chapter also looks at certain policy chal-
lenges in ensuring that intellectual property protection continues to promote
U.S. economic growth and development. The key points of this chapter are:

* Intellectual property rights create incentives for individuals and firms to

invest in research and development, and to commercialize inventions
and other creations by allowing individuals and firms to profit from their
creative activities.

* Well-defined and enforced intellectual property rights are an important

element of the American economy and can contribute to the economic
growth of all countries.

211



* The Administration continues to vigorously enforce the laws that protect
the rights of American intellectual property owners.

Knowledge Is Different from
Other Types of Goods

Economists generally recognize that intellectual property (such as knowing
how to make bread) differs from physical property (such as a loaf of bread) in
two basic attributes:

1. Can more than one person use the good at a time? Physical property,
like a slice of bread, can be effectively used for only one purpose at a
time, and that use precludes other uses. For instance, a slice of bread
used to make a ham sandwich for one person cannot be used to make
a grilled cheese sandwich or a ham sandwich for another person. This
makes bread a good that is 7ival in consumption, which means that one
use or one person’s use of the product partially or wholly prevents
another use or another person from using it.

2. Can other people be effectively prevented from using the good? The
owner of physical property, such as a slice of bread, can prevent others
from using that slice with relative ease. This makes physical goods like
bread excludable, which means that others can readily be prevented
from using the good.

Something that could be intellectual property, such as bread-making knowl-
edge, differs from physical property in both of these attributes. Unlike a slice
of bread, any person can use bread-making knowledge without diminishing
the practical usefulness of that knowledge to anyone else. This makes bread-
making knowledge, like all knowledge, a good that is nonrival in consumption.

In addition, it is very difficult to exclude others from using knowledge
such as the knowledge of bread-making once it is created and publicized. If
someone wanted to reap the economic rewards for his creation of such knowl-
edge, his only option may be to not disclose the information at all. Even this
approach may not be sufficient if others take active measures, such as reverse
engineering, to learn how the knowledge was used to produce a product. Once
others learn such knowledge, the person who developed it will be unable to
prevent others from using it. Under the rules that apply to physical property,
this makes knowledge a nonexcludable good.

Most knowledge also differs from physical goods in that the costs of
developing knowledge are upfront, fixed costs that do not vary with the
number of times the knowledge is used. Once it is produced, knowledge can
be replicated repeatedly at effectively no cost. For a firm to have an incentive
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to create new forms of knowledge, such as a formula for a new drug or a
software program, it must be able to recoup its initial costs of development.
It may not be able to do this if the knowledge becomes publicly available and
competition forces prices down to the level at which they reimburse the seller
only for the material costs of the products produced using this knowledge.

Treating Knowledge as Intellectual Property

Because knowledge is nonrival in consumption and nonexcludable, any
person who incurs the fixed cost of developing a new or better product or
process will soon find that others, including competitors, are using that knowl-
edge. Competition could drive the price of the product down to the cost of the
physical inputs used to make one unit of the product. The innovator would
receive little or no financial return for paying the cost and undertaking the risk
involved in developing such knowledge. Without the potential to profit from
such innovation, most individuals will be unwilling to incur the fixed costs and
financial risks associated with creating new knowledge.

This is not to say that there is no innovation without the potential for
profit. Some innovations might occur as a by-product of the normal produc-
tion process. Other innovators might still invest in research and development
but try to prevent the use of their discoveries by keeping them secret. For
many types of innovations this is likely to be costly and ineffective. However,
if innovators cannot control the knowledge they have developed, they are
significantly less likely to invest in developing such new knowledge.

An intellectual property system creates an incentive to develop certain types
of knowledge by granting exclusive rights, enforceable through government
action and a well-functioning legal system, to use that knowledge. These
exclusive rights enable individuals to profit from their inventions by excluding
others from using the innovation. Most intellectual property systems offer
innovators an exchange. The innovator is given the right to exclude others—
for a limited time—from the use of the innovation, but must provide the
public with the complete details of the innovation. This public disclosure
furthers the development of the knowledge base by enabling others to build
on the knowledge embodied in the intellectual property and avoids the
duplication of research efforts.

The Social Costs of an Intellectual Property System

Social costs could arise from making intellectual property protection too
strong. These costs go beyond the obvious bureaucratic costs of intellectual
property systems. Economics tends to focus on two of these social costs: the
potential for creating monopoly power and the restrictions on exploiting
useful technologies.
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Box 10-1: Intellectual Property in the Early American Republic

While the phrase “intellectual property” is the product of more
modern times, the concept in American thought harkens back to the
Constitution. The gradual recognition of intellectual property rights in
early America predates the Constitutional Convention, where it was
formalized in the Constitution. By 1787, every state but one had passed
copyright laws and many had already begun granting patents to inven-
tors. Two delegates to the Constitutional Convention of 1787, James
Madison and Charles Pinckney, were ardent advocates of assigning
copyrights and patents to promote and protect the rights of the authors
and innovators. The Framers of the Constitution assented to giving
Congress its mandate in Article |, Section 8 to “promote the Progress of
Science and useful Arts.”

This is not surprising. The founders, among them Jefferson and
Franklin, were deeply influenced by the British common law system and
the preeminence of scientific achievements throughout the Age of
Enlightenment. Copyright and patent rights in early America, while distin-
guishable from their English predecessors, were justified on the same
basic premise that defense of property rights precipitated economic
growth. George Washington noted in his first inaugural address that the
ownership of intellectual property is a necessary means of encouraging
“exertions of skill and genius” to foster technological development.

Article |, Section 8 (Clause 8) provided the necessary authorization for
Congress to extend intellectual property rights in the form of the patent
statutes of 1790, 1793, 1800, 1836, and 1839 that were in effect until the
Civil War period. Manufacturing productivity at the firm level in early
nineteenth-century America has been documented to have varied
directly with the level of patent protections afforded to inventors.
Spurred by their belief in individual enterprise and the maximization of
social returns through private protections, the early policymakers of
the American Republic were prescient in their recognition of the
importance of intellectual property rights in a market economy.

As Thomas Jefferson noted in the passage quoted at the start of this chapter,
the power to exclude, depending on its length, has the potential to create
monopoly power. Modern economic analysis supports this conclusion. The
holder of intellectual property has a monopoly over the use of that intellec-
tual property, but this control may not result in monopoly power in any
meaningful sense. The potential for monopoly power is related to the breadth
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and length of the power to exclude others from making use of the intellectual
property. If this power is narrow or for a short duration, others can enter the
market and compete in a timely manner, and the innovator will have little
or no market power. Overly long or broad grants of exclusivity potentially
limit the ability of others to compete and create a greater possibility of
market power.

Economic research over the past two decades suggests that another social
cost of an intellectual property system is that the power to exclude may deter
others from advancing the state of knowledge by building on protected intel-
lectual property since permission to use the property may be too expensive or
may not be granted. Finally, the expiration of intellectual property protection
after a specific time period may also spur firms to continue to innovate to
ensure continued market success.

Intellectual Property Rights Basics

Intellectual property protection allows individuals to profit from their
innovative or creative activities thereby creating an incentive to innovate and
promote technological progress. Balanced against this benefit are the poten-
tial costs of giving the innovator monopoly power and limiting the ability of
subsequent innovators to build on that invention. In crafting the existing
intellectual property laws, Congress and the states have considered these
associated costs and benefits and have granted differing levels of protection
for four basic types of intellectual property: patents, copyrights, trademarks,
and trade secrets. In recognition of the potential social costs of intellectual
property protection for some kinds of knowledge, Congress has refused to
allow individuals to claim intellectual property protection for certain types
of knowledge.

The boundary between what can and cannot be protected is sometimes
difficult to define. However, it is generally understood that intellectual prop-
erty rights cannot protect things like intellectual concepts, mental processes,
and basic laws of nature. While many justifications have been offered for these
exclusions, one possible explanation, consistent with an economic under-
standing of the social costs of intellectual property, is that allowing ownership
of any of these types of knowledge will create broad restrictions on innovators
and will slow technical progress. To prevent stifling of innovation, intellectual
property rights are granted only after fulfilling specific legislatively
defined criteria and protect only a particular implementation, expression, or
representation of an idea.
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Patents: Protecting a Particular Implementation of an Idea

Thomas Jefferson wrote the original statute defining what may be patented.
The language was brief and has changed little since the passage of the original
patent act. “[A]ny new and useful process, machine, manufacture, or composi-
tion of matter, or any new and useful improvement thereof” may be patented.
Patents protect what is normally called an invention but not the idea the
machine or process is implementing.

The Constitution grants Congress the power to establish the requirements
an inventor must satisfy before a patent is granted. Under current law,
Congress requires that an inventor submit plans describing the invention to
the United States Patent and Trademark Office (USPTO). To be granted a
patent, the invention or innovation must satisfy a patent examiner under a
“preponderance of the evidence standard” that the invention is useful, novel,
and nonobvious. Once a patent is granted, its holder can exclude others
from making, selling, or using the patented invention or substantially similar
inventions for up to a Congressionally mandated 20 years after the patent
application was initially filed. (A subset of patents called “design patents,”
which protect an ornamental design of a product, provide patent protection
for only 14 years.) The scope of this right to exclude depends on the legiti-
mate breadth of the patent’s claims. In general, the more novel and innovative
a patented product is, the broader are its claims and its protection.

Copyrights: Protecting the Expression of an Idea

Copyrights protect a particular expression of an idea and are generally
associated with a variety of creative works including books, music, movies,
magazines, paintings, sculptures, and any other expressive work. The key
factor for obtaining a copyright is originality, and only a minimal amount of
that is necessary. Registering a work with the Copyright Office in the Library
of Congress provides some important litigation benefits—including the
ability to obtain monetary damages when suing for infringement—but such
registration is not necessary. A copyright exists the moment an expressive
work is created and, except for work for hire, becomes the property of the
author creating the work.

A copyright entitles the holder to exclude others from performing,
publishing, or otherwise copying the work. It also entitles the holder to
exclude others from producing “derivative works,” such as a movie adaptation
of a book or its translation into a foreign language. Copyright protection
generally lasts the life of the author plus 70 years. In the case of work for hire
or anonymous works, copyright lasts 95 years from publication or 120 years
from creation, whichever is shorter.
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Trademarks: Protecting the Symbol of an Idea, Product,
or Service

Trademarks can be words, phrases, designs, colors, sounds, or any combina-
tion of these that are used to distinguish the products or services of one entity
from those of another. Trademarks reduce consumer search costs because they
make it easier for consumers to identify and find products and services.
Trademarks also protect consumers by providing an assurance of quality or
attributes that can be expected with the trademarked product. Because the key
function of a trademark is to uniquely identify a company, a product, or a
service, the qualifying factor for a trademark is distinctiveness. Generic terms
for a product and, in some cases, even descriptive terms cannot be a trademark.

Trademarks do not have to be registered with the USPTO but such
registration provides the benefit of a legal presumption of nationwide owner-
ship and exclusive right to use the mark for the goods or services identified
in the registration. However, a trademark only becomes intellectual property
when it is used in commerce to identify a product, service, or company.
Trademarks give the holder the ability to exclude others from using that mark
to identify any similar product and, in some cases, exclude others from using
their mark if that use dilutes or weakens consumer association of the product
or service with that mark. Validity of the trademark lasts as long as the trade-
mark continues to identify the product or the company, which in some cases
may be for centuries. The oldest U.S. registered trademark still in use today
is for Samson Rope and was registered in 1884. However, trademark protec-
tion may be lost if the mark becomes associated with a product generically
rather than a particular brand as occurred with the term “escalator,” which
was once a trademark for escalators sold by the Otis Elevator company.

Trade Secrets: Limited Protection for Knowledge
Kept Secret

Trade secrets consist of any information possessed by a firm that the firm
takes reasonable measures to keep secret, is legitimately kept secret, and has
commercial value because it is secret. This information may include informa-
tion that could be protected as other forms of intellectual property but also
includes knowledge that cannot be so protected, including customer lists,
contracts, and other information whose value is diminished if it becomes
publicly available.

Trade secrets are not formally protected in the way other intellectual property
is protected. Protection is provided under state, rather than Federal, law. For
example, protection occurs through the enforcement of the firm’s confiden-
tiality provisions in contracts and the use of the legal system to block those who
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have improperly or illegally obtained a firm’s trade secrets from using or
disclosing them. In general, however, a firm has no legal recourse to prevent
others from using its trade secrets if they become publicly available. Trade-secret
protection lasts only as long as the firm can maintain secrecy. One of the most
successful trade secrets in this regard is the formula for Coca-Cola.

Intellectual Property, the American Economy,
and Economic Growth

Intellectual property played an important role in the growth of the
American economy from a primarily agrarian society through an industrial
economy to the current information age. One researcher notes that even in
the early part of the nineteenth century, the American patent system granted
effective intellectual property rights that led to the development and diffusion
of new technologies that fueled economic growth and prosperity. Today intel-
lectual property protection plays an important role in many industries in
which the United States has a comparative advantage and contributes to the
size, growth, and exports of the American economy.

Intellectual Property and the American Economy

Industries such as chemicals, pharmaceuticals, information technology, and
transportation are highly dependent on patent protection to provide the
incentives to innovate. Some industries, such as software, entertainment,
publishing, broadcasting, and other broadly defined communication indus-
tries, are highly dependent on copyright protection to ensure that the creators
of such content are fully compensated for their efforts and continue to have
the incentive to create such works. The combination of these patent and
copyright-dependent industries and any such support industries that are
necessary for these industries to function can be grouped together as intellec-
tual property industries. Chart 10-1 shows the total economic activity
generated by this group of industries. In 2003, these industries represented
approximately 17.3 percent of total U.S. economic activity and approxi-
mately one-fifth of private economic activity. Their combined activity exceeds
the total economic activity of all levels of government in the United States.

The estimate in Chart 10-1 represents the income generated in intellectual
property industries. Equally important is the stock of intellectual property
assets that generates these returns. Intellectual property is one of many
intangible assets a firm may hold. Other intangible assets include brand value,
organizational efficiencies, and firm-specific human capital. It has been
estimated that approximately 70 percent of the value of publicly traded
companies comes from intangible assets.
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Chart 10-1 Intellectual Property Industries’ Share of 2003 Gross Domestic Product
In 2003, intellectual property and IP support industries represented 17.3% of total value added.

Intellectual property industries
$1.6 Trillion
14.4%

IP support industries

$0.3 Trillion
2.9%
Other private industry Government
$7.7 Trillion $1.4 Trillion
?’001"0 12_?0{,‘)

Note: 2003 GDP equals $11 trillion.
Source: "Engines of Growth: Economic Contributions of the U.S. Intellectual Property Industries” (2005) by Stephen E.
Siwek,

Chart 10-2 shows the total asset value of U.S. publicly traded firms broken
out by the value of tangible assets, the value that can be inferred for various
types of intellectual property, and the value of other intangible assets.
Intellectual property accounts for approximately 33 percent of the value of
U.S. corporations—with software and other copyright-protected materials
representing nearly two-fifths of this value, patents representing one-third,
and trade secrets representing the rest. In all, U.S. intellectual property may
be worth more than $5 trillion.

The one type of intellectual property excluded from the estimate in Chart
10-2 is trademarks. While there is no doubt that trademarks represent an
important element of any firm’s assets, it is difficult to separate the value of a
trademark from the value of the rest of the value of branding. However, the
sources used to create Chart 10-2 also suggest that the combined value of
branding and trademarks represents approximately 14 percent of the total
value of publicly traded U.S. firms. In some instances, this value may be a
company’s most important asset.

Other studies have indicated that intellectual property-related industries
tend to grow at approximately twice the rate of the economy as a whole and
are an important contributing factor not only to the productivity growth of
the intellectual property-related sectors of the economy but also to the growth
of all sectors of the economy. These industries also represent a growing share
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Chart 10-2 Share of Assets in Current Market Value of Public U.S. Corporations
Intellectual property assets represent approximately one-third of the value of American corporations.
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Sources: Council of Economic Advisers' calculation based on "The Economic Value of Intellectual Property ® by Shapiro
and Hassett (USA for Innovation) and "Measuring Capital and Technology: An Expanded Framework,” Table 3 by
Corrado, Hulten and Sichel (Finance & Economics Discussion Series 2004-65, Federal Reserve Board).

of exports. Chart 10-3 shows the annual growth rates for the exports from
U.S. copyright-based industries from 1991 to 2002. In all but one of those
years (1995), exports from copyright industries grew at a faster rate than total
exports. Indeed, on average, U.S. copyright exports grew faster by approxi-
mately six percentage points than total exports and have become an increasing
share of our total exports.

This analysis, however, obscures an important point about the role of
intellectual property in the economy and undervalues its contribution. There
are many industries that are not counted among the intellectual property
industries but generate innovations and rely on patent and other intellectual
property protection to create incentives for innovation and growth. More
importantly, many innovations from the past have led to significant produc-
tivity advances in industries such as medicines, textiles, railroads, steel
manufacture, and farm equipment. The capital value of these innovations was
dissipated as the intellectual property protecting these innovations expired
and the innovative knowledge and information entered the public domain.
Even after these innovations become public knowledge, however, the country
still benefits from the productivity gains the innovations produced. Any
complete consideration of the overall importance of intellectual property to
the American economy should include the value of these advances. Such a
consideration is beyond the scope of this chapter but would suggest that the
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Chart 10-3 Growth Rate of U.S. Exports
Since 1991, the growth rate of copyright industries has exceeded the growth rate of overall exports.
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estimates discussed above underestimate the importance of intellectual
property to the American economy.

Intellectual Property Protection and Economic Growth

The protection of intellectual property rights plays an important role in
inducing technological change and facilitating economic growth. Intellectual
property protection does not directly lead to growth, but it helps create an
incentive structure that encourages research and development, which in turn
leads to increased innovation. Increased innovation generates greater rates of
economic growth.

The link between improved intellectual property protection and increased
innovation can be seen at the firm level for companies in developing and
developed countries. One study showed that 80 percent of 377 firms surveyed
in Brazil would invest more in internal research if more legal protection, such
as improved intellectual property-right protection, were available. A similar
study of U.S. firms showed that the availability of patent protection in the
United States was a critical factor in research and development decisions.
Using a random sample of 100 U.S. manufacturing firms, this study found
that had it not been for the availability of patents, 60 percent of the inven-
tions in the pharmaceutical industry and nearly 40 percent of the inventions
in the chemical industry would not have been developed.
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A number of other recent economic studies have shown a more direct link
between greater intellectual property protection and capital investment. One
study of the relationship between patent protection and investment in
research and development found that countries with the lowest level of patent
protection invested less than one-third of 1 percent of their GNP in research
and development while countries with the highest level of protection invested
six times as much. Likewise, another study suggests that increasing
intellectual property protection increases capital and research investment.
As intellectual property protection makes investment in research and develop-
ment more attractive, the supply of knowledge is increased, lowering the cost
of innovation. The increase in innovation leads to an increase in the rate at
which new products are introduced, resulting in greater economic growth.

Intellectual property protection alone does not drive economic growth.
There must be an existing research base in the country, a relatively uncon-
strained trade regime, a stable macroeconomic environment, the rule of
law, and well-functioning institutions that grant, monitor, and enforce the
intellectual property rights.

Intellectual Property Policy Challenges

Technological and economic change sometimes expose weaknesses in
existing intellectual property laws and necessitate modifications of those laws
to ensure their continued effectiveness in protecting intellectual property and
ensuring economic growth. The Administration has continually reviewed and
implemented policies to improve the intellectual property laws to ensure the
efficiency of the patent review process, to protect the intellectual property of
American firms engaged in international trade, and to prevent potentially
dangerous counterfeit products from entering U.S. and foreign markets.

Ensuring the Integrity of the Patent Process

As noted earlier, patents have broader protection than copyrights or trade-
marks and, of these three, patents have the only formal review process prior to
being granted. The effectiveness of the patent system in fostering technical
progress and economic growth is tied to the efficiency of this review process.
Patents granted in error may create market power without any offsetting benefit
of inducing innovation. If a patent increases the cost of using existing tech-
nology, it may deter innovation or simply cause a firm to use a less-efficient
technology. In 2004, the USPTO issued 187,170 patents. Occasionally a very
small percentage of patents are challenged or overturned, and it is this
particular process within the patent system that is examined below.
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Challenging a patents validity can be costly and time-consuming.
Estimates suggest that median litigation costs average $4 million each for the
plaintiff and defendant when more than $25 million is at stake in a patent
suit. Research has found that on average it takes approximately three and a
half years to challenge a patent through litigation and that the typical patent
challenge is initiated after the patent has been in force for approximately eight
and half years. An unwarranted patent could be in force for more than twelve
years of a twenty-year term before the legal system would find it to be invalid.

Challenging a patent’s validity can also be financially risky. Generally a firm
cannot sue to have a patent invalidated. It must first infringe on that patent,
wait for the patent holder to sue, and then claim patent invalidity as a defense
to infringement. Firms that do this incur a great financial risk because inten-
tional infringement of a patent may result in triple damages. Patents are
presumed to be valid and an accused infringer must prove it is invalid by “clear
and convincing evidence” to overturn this presumption. This is greater than the
burden that a patent application must satisfy before a patent is issued. Despite
the hurdles faced by a firm challenging the validity of a patent, researchers have
found that 46 percent of the fully litigated patent challenges between 1989 and
1996 ultimately resulted in the patent being judged to be invalid.

In recent years, businesses and commentators have noted substantial
increases in the number of patent applications received by the USPTO. This
trend, combined with an increased availability of patents in areas such as busi-
ness methods, has led some to question whether wrongly issued patents might
affect the competitiveness of the U.S. economy. Patent policy can foster inno-
vation, but must also be balanced with the consumer protection provided by
competition in the marketplace.

Because of increased interest in how best to balance patent and competition
interests, in 2002, the Federal Trade Commission (FTC), together with the
Antitrust Division of the Department of Justice (DOJ), held extensive hear-
ings with testimony and written comments from investors, entrepreneurs,
antitrust organizations, and scholars. While hearing participants praised
many aspects of the current patent system, many participants expressed
concerns about poor patent quality and legal standards that may inadvertently
create market power and reduce innovation.

In 2003, the FTC issued a report based on the information gained in the
hearings conducted in the prior year. This report contained several
recommendations to alleviate the problems discussed above. Two of these
recommendations were also supported by a subsequent report issued by the
National Academy of Sciences.

The first recommendation was to create an administrative post-grant appeal
procedure that would allow firms to challenge the validity of a questionable
patent within a limited period after it has been issued. This procedure could
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significantly shorten the time period in which a wrongly issued patent is in force
and reduce the risk of some patent challenges. The second recommendation was
to reduce the firm’s risk of triple damages in cases in which firms infringe a patent
with knowledge of that patent. This change would encourage firms to read
their competitors” patents more frequently, to develop noninfringing business
plans, and to reduce wasteful duplication of effort.

Intellectual Property and International Trade

As intellectual property became a more important element of international
trade starting in the 1980s, differences in the level of protection for intellectual
property across various countries started to lead to an increasing number of trade
disputes about the use and alleged misuse of the intellectual property belonging
to others. These trade frictions had the potential to disrupt the benefits of
increased worldwide trade. In the Uruguay Round of trade negotiations from
1986 to 1994, the members of the World Trade Organization (WTO) negoti-
ated an agreement to introduce more order and predictability into the
international protection of intellectual property rights. The WTO Agreement on
Trade-Related Aspects of Intellectual Property Rights (TRIPs) is the first compre-
hensive and enforceable global set of rules covering intellectual property rights.

The TRIPs Agreement helps alleviate trade frictions by reducing nontariff
trade barriers related to differing intellectual property protection regimes and by
setting minimum intellectual property rights standards for all WTO members.
The agreement established transparency standards that require all members to
publish laws, regulations, judicial decisions, and administrative findings that
affect the treatment of intellectual property. The agreement also requires
nondiscrimination between nationals and non-nationals and for the first time
applies the Most-Favored Nations (MFN) obligation (prohibiting discrimina-
tion across trading partners) to international intellectual property rights.

The TRIPs Agreement took effect in 1995, but only industrialized
countries had to ensure that their laws and practices conformed to it by
January 1, 1996. Developing countries and transition economies were given
five years, until 2000, and the least-developed countries were given 11 years,
until 2006 to comply. The 2006 deadline applicable to least-developed coun-
tries was recently extended to 2016 for pharmaceutical patents and July 2013
for other obligations. Questions remain, however, about the extent to which
some developing countries are in compliance with their TRIPs obligations, and
many least-developed countries are unlikely to be in full compliance by July
2013. In addition, many developed countries have implemented a variety of
cost-containment efforts that greatly reduce the value of intellectual property.
Thus, an apparent strong patent protection stance may, in fact, not be a
completely accurate representation, at least across all industries. Consequently,
the level of intellectual property-rights protection varies across countries.
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Developing Countries Tend to Have Weaker Intellectual Property
Regimes

Economists have developed a number of indices to determine the strength
of various countries’ intellectual property protection regimes. While the results
of the research using these indices are not uniform, they suggest that the level
of intellectual property protection increases with a country’s real gross
domestic product per capita. Economists have offered some explanations for
this relationship. Rising income increases the demand for higher-quality,
differentiated products. This increase in demand leads to growing preferences
for the protection of intellectual property, such as patents, copyrights,
and trademarks, which provide an innovator with certain protections when
producing such products.

Countries with lower per capita gross domestic product may prefer intellectual
property regimes with little or weak intellectual property protection because they
believe it allows free access to information that would otherwise have to be paid
for. These countries may also believe that lack of intellectual property protection
allows them to access technological development through imitation and
domestic efforts to build upon the existing stock of worldwide knowledge.
However, the lack of intellectual property protection may slow development in
these countries by inhibiting the development of domestic innovative and
creative industries that generate much of the economic growth in more-
developed countries. Furthermore, the ubiquity of counterfeit products that is
generally associated with weak intellectual property protection may have health
and safety implications because it is difficult for consumers to be certain of the
origin and efficiency of medicines, machine parts, and other critical products.

Countries like the United States, with greater levels of intellectual property
protection and with comparative advantages in knowledge-intensive goods
and services, place a high priority on intellectual property-rights protection.
Most indices of the strength of intellectual property protection tend to show
that the United States is among the countries with the highest level of protec-
tion. More objective measures also suggest that the United States has a
comparative advantage in knowledge-intensive goods. The United States
holds one of the highest shares of global patents and has a trade surplus in
intellectual property-dependent services and in royalties and license fees.

Economic Costs of Intellectual Property Theft in Foreign Markets

Theft in foreign markets of intellectual property belonging to American
companies is significant. In China alone, industry estimates suggest that in
2003 and 2004 the piracy rate was 90 percent or more, which means that at
least 90 percent of the existing copies of a particular work (such as CDs and
DVDs) in China were produced without the copyright holder’s permission.
Industry estimates show that the piracy rates in Latin America were more than
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60 percent and the global software piracy rate was approximately 35 percent.
Some of these pirated copies are exported to the United States. Piracy is an
especially serious problem for American companies because of the strong
comparative advantage they hold in intellectual property-related goods.
Turning these estimates of piracy rates into estimates of lost revenues
involves consideration of two factors: (1) how many copies would have been
sold by legitimate producers in the absence of the pirated copies, and (2) the
price that would have been charged for those copies. Without the competi-
tion from pirated copies, the legitimate holder of the copyright might have
been able to sell the product for a higher price and earn higher revenues. In
addition, because pirated products are generally sold at a much lower price
than what a legitimate producer charges, fewer copies might have been sold if
consumers had to pay the higher prices for the legitimate copies. Many
estimates assume that sales of intellectual property-protected goods would
correspond to the current sales of the infringing goods. Under this

assumption, industry estimates suggest that in 2004 software piracy alone cost
U.S. developers at least $6.6 billion.

Preventing Global Intellectual Property Piracy

The Administration is strongly committed to addressing the issues of piracy
(unauthorized copies of copyrighted materials) and counterfeiting (unautho-
rized reproduction of trademarked or patented goods) without sacrificing the
benefits to be gained through trade and specialization. To accomplish these
goals, the White House initiated the Strategy Targeting Organized Piracy
(STOP!) in October 2004. The STOP! initiative brings together nine
federal agencies, including the Office of the U.S. Trade Representative, the
Department of Commerce, the Department of Justice, the Department of
Homeland Security, and the State Department. Under STOP!, these agencies
and departments have and continue to develop new tools to help U.S. busi-
nesses better protect their intellectual property, increase efforts to seize
counterfeit goods at our borders, pursue criminal enterprises involved in piracy
and counterfeiting, and aggressively engage our trading partners to join our
efforts. Through STOP!, new forms of federal assistance are being provided to
U.S. companies, increased law enforcement resources are being provided, and
the Administration has developed an international law enforcement network
to increase criminal enforcement abroad.

Domestically, the Department of Justice has created a Task Force on
Intellectual Property and increased from 5 to 18 the number of Computer
Hacking and Intellectual Property Units in U.S. Attorneys’ Offices across the
country. This increased to 229 (one in each Federal district) the number of
specially trained prosecutors available to focus on intellectual property and
high-tech crimes.
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Internationally, the United States has conducted several hundred intellectual
property rights enforcement and technical assistance projects around the
world. The Administration has established a “Global Intellectual Property
Rights Academy,” located within the USPTO, to consolidate and expand intel-
lectual property training programs for foreign judges, enforcement officials,
and relevant administrators. These programs are designed to foster respect for
intellectual property, encourage governmental and rights holders’ efforts to
combat infringement, and promote best practices in the enforcement of intel-
lectual property rights. The Administration is also expanding its intellectual
property attaché program at our embassies in China, India, Brazil, and Russia.
These attachés will assist American businesses, advocate U.S. intellectual prop-
erty policy, and conduct intellectual property rights training. STOP! objectives
have also been endorsed in numerous multilateral forums including the
G-8, Organization for Economic Cooperation and Development, the U.S.-EU
summit, and Asia-Pacific Economic Cooperation sphere.

The Administration also created a new senior-level office of the Coordinator
for International Intellectual Property Enforcement. This office will coordinate
the strategies of the Federal Government to use its capabilities and resources to
provide an internationally secure and predictable environment for American
intellectual property.

Technological Change and Intellectual Property Reform

As technology has advanced, it has become cheaper for legitimate producers
to produce many types of intellectual property-related products, including
medicines, CDs, DVDs, automotive and airplane parts, and other products.
Technology also holds the promise for new, more efficient means of distribu-
tion of intellectual property-related products, including digital music and
video content. Producers of these products have a great opportunity to take
advantage of changing technologies and a great challenge to limit the use of
these technologies to legitimate producers of these products. Based on current
distribution preferences, intellectual property holders have lost some control
over the distribution of their products.

There are many manifestations of this loss in control. For instance, some
peer-to-peer networks provided technology that enabled individuals to freely
download copyrighted music from the computers of other individuals on these
networks. Moreover, current technology can less expensively and more faithfully
reproduce some intellectual property-protected materials than previous technolo-
gies could. These illegal copies are difficult to detect. In the United States and
internationally, this has resulted in a significant increase in the production and sale
of counterfeit products. These counterfeit copies may directly harm consumers
through the sale of fake medicines and defective products, such as batteries, auto-
mobile parts, and airplane parts. Furthermore, in the long run, counterfeiting
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harms all consumers by reducing the profitability of and the incentive to
produce new and interesting innovative products and creative works.

Box 10-2: The Free Software Licensing Movement

In the early stages of computing, a number of software developers
wanted to put their work in the public domain, but also wanted to
prevent individuals who modified the software from limiting its accessi-
bility. This resulted in the development of free software licensing,
sometimes called open source, wherein software is licensed for free use
and modification but requires that any subsequent modifications also
remain available for free use and modification by others. Many of the
developers of free, or open-source, software are individuals in academic
environments where open and cooperative development projects are
especially important. Others are hobbyists or companies that are in the
business of providing computing support services to third parties.

General Public Licenses (GPLs) and other free software licenses differ
from traditional commercial licenses by granting to their users the
freedom to run, study, improve, and redistribute copies of the program.
A GPL uses traditional copyright law to ensure that these freedoms are
retained in derivative works by requiring those works to also be
licensed under GPL terms. Many advocates of these types of licenses
believe that they increase network benefits by creating a pool of
commonly accessible work and requiring any improvements made to
the original software code to be contributed to that pool. These advo-
cates believe that by having an unlimited number of developers
viewing the source code and working to modify and improve it, the
quality and testing of software are improved.

GPL licensees are permitted to charge for copying or distribution of their
works. Further, nothing prevents software from being licensed under both
GPL and traditional licensing. Dual-licensing was developed to respond to
consumers of free software who were unwilling or unable to accept the
reciprocity requirements of an open-source license and were willing to pay
to avoid them. Open-source licensing such as GPL licenses is just another
business model of software development that has been embraced by such
companies as Sun Microsystems, Intel Corporation, and IBM.

Traditional and open-source development models currently compete
in the market. Different developers are motivated by different aims and
have different target customers. A system that neither favors nor
discourages either licensing model would best serve a market
consisting of diverse customers and developers. Competition on a level
playing field would ensure that the better licensing system becomes
the most successful. If each system has different advantages, it is likely
that both systems will survive and find success.
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In November 2005, the Administration forwarded proposed legislation to
Congress that would implement some of the changes necessary to respond to
these technical developments. The Intellectual Property Protection Act of
2005 would strengthen intellectual property protection, toughen penalties,
and increase the range of investigative tools in both criminal and civil
intellectual property-law enforcement.

In the past, it might not have been necessary to sanction criminally certain
types of actions because they had little impact on the level of the counter-
feiting of intellectual property. For instance, while there are criminal sanctions
for selling a counterfeit good, there are no criminal sanctions against giving it
away. It has only recently become profitable for a company that engages in,
or contributes to, infringement to give a counterfeit product away and profit
from the sale of auxiliary products and services. Technically, these actions are
not criminal violations, but they still diminish the value of the intellectual
property to its owner. The Administration’s proposed legislation provides for
criminal sanctions for distributing any infringing materials for the purpose of
commercial advantage, including the selling of complementary products.

Because the production of a large number of copies is now cheap and easy,
it is much easier for a counterfeiter to flood the market with illegal copies.
Because current intellectual property law was designed when such an action
was not easily accomplished, merely possessing a large number of infringing
products with the intent to sell does not necessarily constitute a crime. Only
the sale of the good itself is a criminal violation. Infringers are now capable of
flooding the market and imposing significant financial harm on the intellec-
tual property holder before criminal sanctions can be applied to limit the
damage from this activity. The Administration’s proposed legislation modifies
the law to criminalize the possession of infringing materials with the intent to
sell and will help stop the sale of counterfeits before they have an injurious
impact on intellectual property holders.

Conclusion

Well-defined and well-enforced intellectual property rights are an important
component of the U.S. economy and an important element in fostering
continued economic growth. Intellectual property differs from other more
tangible property in at least two key characteristics: it is nonrival in consump-
tion and nonexcludable. An intellectual property system creates an incentive
to innovate by rewarding the developers of new inventions with the right to
exclude others from using that innovation for a limited period of time. In
this way, inventors can benefit financially from their innovation. Economic
research supports the conclusion of the American founders that a well-defined
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intellectual property system rewards innovation and fosters economic growth.
By continually adapting to economic and technical change, the American
intellectual property law system will continue to foster economic growth in the
United States and throughout the world.
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CHAPTER 11

Recent Developments in Energy

nergy is essential to the U.S. economy. It provides light and heat for our

homes and businesses, brings our computers and appliances to life, and
powers life-saving medical devices. It propels the automobiles, buses, and
trains that carry us to home, work, and school, and the aircraft that fly us
from city to city. It fuels the tractors that harvest our food, the machines we
use to turn raw materials into final products, and the trucks, trains, and ships
that carry these goods across our Nation and around the world. All told, the
United States spent about $870 billion on energy in 2004, an amount
equivalent to 7.4 percent of GDP, and was on pace to spend an estimated
$1.1 trillion on energy in 2005, or about 8.6 percent of GDP.

Opver the past several decades, the U.S. economy has seen a steady decline
in its energy intensity—that is, the ratio of total physical units of energy
consumed per dollar of real GDP. Nonetheless, households and businesses
remain keenly aware of the prices they pay for energy products and the impact
of rising energy prices on their budgets and bottom lines. When prices change
gradually, households and businesses have time to adapt their energy
consumption levels, fuel choices, and purchases of energy-using products to
new price levels. Sometimes, however, disruptions to our energy production
and distribution infrastructure, such as those caused by the recent hurricanes
Katrina and Rita, result in temporary but sharp price increases to which
households and businesses cannot adjust quickly.

This chapter discusses energy markets—systems that connect consumers
and suppliers of energy products, where prices are determined by what buyers
will pay and what sellers will accept. The chapter reviews recent developments
in energy markets for crude oil, refined petroleum products, and natural gas,
as well as recent developments in the electricity-generation sector. It considers
these developments in the context of historical experience, and offers an
economic perspective on energy market, policy, and technological innovations
that benefit the Nation.

The key points in this chapter are:

* Crude oil prices have risen steadily over the past several years due to
growing world demand, leading to rising prices for gasoline and other
refined petroleum products and stimulating further development of
alternative energy sources. Recent price increases have occurred more
gradually than in the past.

* Disruptions to energy supply and distribution networks can lead to
sharp short-term price increases. Recent hurricanes Katrina and Rita
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demonstrate that competitive markets connecting energy producers,
distributors, and consumers play a central role in encouraging conserva-
tion and allocating scarce energy resources, especially during times of
natural disaster or national emergency.

* The continued expansion of natural gas and other energy markets
through regional and global trade can improve our economic security by
increasing access to low-cost energy resources and mitigating the impacts
of local energy shortages and price increases. Innovative market instru-
ments designed to insure against market volatility can also help lessen
these impacts.

* Absent policy, individual energy market participants may not have an
incentive to tackle certain problems associated with their energy produc-
tion and consumption. Carefully targeted policies that reduce U.S.
vulnerability to energy disruptions, encourage energy efficiency, and
protect the environment can therefore be beneficial supplements to
markets. These policies can be made more effective and less costly when
designed based on economic incentives.

The first section below provides an overview of U.S. energy sources and
uses. The second section discusses the world market for crude oil. The third
section examines markets for refined petroleum products, including the
impact of crude oil prices on refined product prices. The fourth section
considers the expansion of natural gas markets from limited geographic
regions to a more global level. The fifth section describes challenges and
recent changes in the electricity-generation sector, and the final section
concludes with a look toward the future.

Energy Sources and Uses

One British thermal unit (Btu) is the amount of energy required to raise the
temperature of one pound of water one degree Fahrenheit. The United States
used approximately 100 quadrillion Btu of energy in 2004 (see Table 11-1)—
the energy equivalent of about 17 billion barrels of oil or 60 barrels of oil per
person. Eighty-six percent of this energy came from fossil fuels, including
40 percent from petroleum, 23 percent from coal, and 23 percent from
natural gas. The remaining 14 percent of this energy came from nuclear and
renewable sources, such as hydroelectric power, wind, biomass (e.g., wood
and agricultural crops), and solar energy.

On the consumption side, 39 percent of total U.S. energy use in 2004 passed
through the electricity-generation sector. Roughly one-third of electricity-sector
energy input was converted into electricity and delivered to end-use customers.
The remaining two-thirds was lost due to inefficiencies in the production and
transmission of electricity. Of the 73 quadrillion Btu of energy delivered to

232 | Economic Report of the President



TABLE 11-1.— Energy Sources and Uses, 2004

[Quadrillion BTU]
Energy Uses
Energy sources End-use sectors Electricity All
Transport | Industrial | Residential |Commercial|All end-use| Sector sectors
Total primary... 21.7 22.1 7.0 41 60.9 38.9 99.7
Petroleum .. 26.7 9.6 1.6 0.8 38.6 1.2 39.8
Natural gas 0.7 8.7 5.0 3.1 17.5 5.5 23.0
Coal........ 0.0 2.2 0.0 0.1 2.3 20.3 22.5
Nuclear .. 0.0 0.0 0.0 0.0 0.0 8.2 8.2
Renewable . 0.3 1.7 0.4 0.1 2.5 3.6 6.1
Electricity retail sales......... 0.0 3.5 4.4 4.2 12.1
Total end-use ........cccoevvnee. 21.7 25.6 114 8.3 73.0

Note: Because total primary energy consumption in 2004 was almost exactly 100 quadrillion Btu, numbers in the
table can also be interpreted approximately as the percent of total primary energy consumption coming from various
sectors and going to various uses. Total end-use energy consumption of 73 quadrillion Btu is less than total primary
energy consumption due to electricity-sector energy losses.

Source: Department of Energy (Energy Information Administration).

end-use customers, 38 percent went to the transportation sector (to power
vehicles used to transport people and goods), 35 percent went to industry (for
manufacturing, agriculture, mining, and construction), 16 percent was used in
residences, and 11 percent was used by the commercial sector (in business,
government, schools, and other public and private organizations).

Crude Oil

U.S. crude oil consumption in 2004 was 15.5 million barrels per day,
approximately 65 percent of which was imported. Crude oil is used to
produce a wide array of petroleum products, including gasoline, diesel and jet
fuels, heating oil, lubricants, asphalt, plastics, and many other products used
for their energy or chemical content. Not surprisingly, crude oil markets are
monitored closely by consumers, businesses, and governments, because the
prices of petroleum-based products depend heavily on the price of crude oil.

A Global Market in Crude Oil

Crude oil can be transported long distances cheaply. Transportation costs
average roughly $2 per barrel for crude oil imported into the United States.
As a result, oil prices generally are determined by the balancing of supply and
demand at the global level, where prices are roughly uniform for a given grade
of oil. U.S. refiners, and ultimately U.S. consumers, realize great benefit from
having the option of purchasing crude oil from both nearby sources, such as
Texas or Oklahoma, and from sources halfway around the globe, such as
Russia or the Middle East.
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The international crude oil market is very active. Out of a total global crude
oil production of 67 million barrels per day in 2002, roughly 60 percent was
traded internationally. However, crude oil is produced in large quantities for
export in a relatively limited number of locations around the world. In the
first nine months of 2005, the top ten oil-producing countries accounted for
over 50 percent of global production, and nearly 30 percent of global produc-
tion originated in the Persian Gulf. Although the United States was the
world’s third-largest oil producer in 2004, trailing only Saudi Arabia and
Russia, the United States ranks eleventh in total proven oil reserves, with just
2 percent of total proven world reserves (Chart 11-1).

Crude Oil Prices

Crude oil prices generally change gradually in response to slowly evolving
domestic and international trends in oil demand and supply, though prices
have spiked sharply on a limited number of occasions. Some of these spikes
were short-lived, while others persisted for several years.

Recent Price Rises

Because crude oil is traded in a global market, long-term trends in demand
by other consuming nations and unexpected events in other countries affect
the world market price that U.S. refiners pay and the price that domestic oil

Chart 11-1 World Proven Qil Reserves
The United States holds a small fraction of total reserves.
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producers receive. Due to robust economic growth in the United States,
China, and other high-growth countries in Asia, world consumption of
petroleum products grew strongly over the past several years.

On the supply side, industrial countries have exhausted most low-cost
opportunities for profitable domestic exploration and development, and inter-
national energy companies often face considerable risk when making
investments for exploration, development, and production in less-developed
countries. Some countries, particularly those with national oil companies,
prohibit or restrict foreign investment. Consequently, new production capacity
has been slow to emerge. World crude oil production in 2005 stood at about
74 million barrels per day, while the Department of Energy estimates that
current world oil production capacity is only 1-1.5 million barrels per day
higher—the lowest level of world spare capacity in more than three decades.
Most of this spare capacity is in Saudi Arabia. As a result of this tight market,
crude oil prices have increased roughly threefold since the beginning of 2002.

Past Oil Price Spikes

Although high, the current price of West Texas Intermediate (WTT) crude
oil (a common pricing benchmark) is lower than the historic peak of over
$87 per barrel (in 2005 dollars) reached in 1980. Oil prices more than
doubled from the last quarter of 1973 to the first quarter of 1974 as a result
of the Arab Oil Embargo. Oil prices more than doubled again from mid-1979
to mid-1980 following the 1979 Iranian Revolution. Prices fell gradually
from this point until 1985-1986, and then they fell rapidly after Saudi Arabia
and other oil-exporting countries increased production. A short-lived shock
in 1990 was associated with the Persian Gulf War. The recent increase in
crude oil prices, which has come largely through a surge in world oil demand,
has occurred much more gradually than past price spikes, which resulted from
abrupt reductions in production in oil-exporting countries.

The Strategic Petroleum Reserve

Sudden oil supply shocks are potentially damaging to the U.S. economy.
The Strategic Petroleum Reserve (SPR) provides the United States with an
insurance policy should a severe energy supply disruption occur. These
Federally owned crude oil stocks, which totaled 684 million barrels in late
2005, are sufficient to cover about 68 days of U.S. crude oil imports or
44 days of total U.S. crude oil consumption. The President of the United
States has authorized an emergency drawdown of the SPR on two occasions:
once during Operation Desert Storm in 1991, and a second time in
September 2005 following Hurricane Katrina, which temporarily shut down
crude oil production facilities in the Gulf of Mexico (See Box 11-2). The
Secretary of Energy has also approved a number of short-term loans of SPR
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oil to help companies address short-term disruptions to their operations,
including after hurricanes Lili in 2002, Ivan in 2004, and Katrina in 2005.
The Administration recognizes the critical importance of the SPR, and has
increased SPR stocks by about 25 percent since January 2001.

Future Price Expectations and Incentives for
Nonconventional Fuels

Although world oil production capacity is expected to increase, world
demand is expected to increase as well, and we are likely to face tight crude
oil markets for a number of years. Prices on contracts for future deliveries of
crude oil (called crude oil furures) indicate that market participants expect oil
prices to remain elevated at or near current levels through at least the end of
2006. Box 11-1 looks at the development of energy futures markets, which
can help energy suppliers and users manage the risks associated with market
fluctuations, and which can help facilitate investment in new conventional
and alternative sources of energy.

In the longer term, an expectation of high future petroleum prices serves as
a signal to potential developers of alternative fuels and producers of petroleum
from nonconventional sources that investment in exploration, research, devel-
opment, production, and marketing of such alternatives is likely to be
profitable. Chart 11-2 presents cost estimates for commercial production of
potential alternative fuels and nonconventional petroleum sources.
Commercial production of some of these alternatives has already begun. For
other alternatives, such as coal-to-liquids and oil shale, the technologies
needed for production are not yet mature, and their production cost estimates
do not include research, development, and initial demonstration costs. In all
cases, the production cost estimates reflect expenditures on variable inputs
(e.g., raw materials and labor), as well as capital costs for production facilities.
These production costs vary widely.

Although oil prices have risen to more than $60 per barrel in recent
months, they have averaged as low as $25 per barrel within the last five years.
Having experienced past volatility in oil prices, oil companies report using a
working assumption of $15-$30 per barrel for the future price of oil when
making long-term investment planning decisions. Only a handful of alterna-
tive fuels and nonconventional sources of petroleum are profitable at these
prices, including petroleum from Canadian oil sands and ethanol (when
subsidized at current levels). Canadas petroleum industry reports that
production of crude oil from oil sands is currently at 1 million barrels per day
and is expected to approach 2.7 million barrels per day by 2015.

Ethanol—an alcohol fuel made from the sugars found in corn and other
crops—can be burned by most automobile engines in the United States when
blended with gasoline. U.S. ethanol production, which is supported by
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Box 11-1: Energy Futures Markets

A futures contract is a legal agreement to buy or sell a particular,
precisely defined commodity at a specified price and location at a spec-
ified date in the future. Trading in energy futures allows suppliers or
consumers of energy to lock in a specific price at which they can sell or
purchase energy products, thereby reducing or eliminating price risk.
This can aid in investment planning for energy production.

The market for crude oil futures in organized exchanges, such as the
New York Mercantile Exchange (NYMEX) and the International
Petroleum Exchange in London, is well developed and increasing in
size. For example, the quantity of oil committed under NYMEX futures
contracts with maturities of three months or less increased from a value
equal to 30 percent of U.S. oil production in 1997 to 80 percent in mid-
2005. The expansion of markets for contracts with longer maturities is
even more striking, with the quantity of oil committed under NYMEX
futures contracts with six-year maturities growing from less than
1 percent of U.S. production in 1997 to 9 percent in 2005.

Although there is very little trading in crude oil futures with longer
maturities, futures contracts for horizons of longer than six years can be
arranged privately with the assistance of investment banks or other
financial intermediaries in so-called over-the-counter transactions.

Energy futures are examples of financial instruments known as
derivatives, which firms use to manage risks associated with market
fluctuations. Weather derivatives also have been used by firms in recent
years in order to manage risks associated with fluctuations in temperature
and precipitation, which can have a significant effect on energy markets.

various Federal subsidies, currently stands at about 250,000 barrels per day.
Ethanol production is expected to increase substantially in response to a
mandate included in the Energy Policy Act of 2005 that gasoline sold in the
United States contain at least 7.5 billion gallons of renewable fuels in 2012
(about half-a-million barrels per day).

Private-sector development of nonconventional fuels, such as coal-to-liquids
or oil shale, may accelerate if high oil prices are sustained over the long term.
For the time being, however, these alternatives are in a developmental stage and
their future commercial success will depend on future energy prices, technological
advances, and environmental and other regulatory requirements.

High energy prices also provide incentives for expanded domestic production
of conventional oil and gas. The Administration supports greater access to oil
and natural gas resources in Federal waters off shore states that support such
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Chart 11-2 Estimated Production Costs of Alternatives to Conventional Qil
High oil prices make alternatives to conventional oil more attractive.
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Sources: Wall Street Journal, Department of Energy, Department of Agriculture, Council of Economic Advisers.

development and supports opening a small portion of the Arctic National
Wildlife Refuge (AN'WR) in Alaska for environmentally responsible oil and gas
exploration. According to estimates by the U.S. Geological Survey (USGS), the
1.5-million-acre coastal plain of ANWR and adjacent Native lands and state
offshore waters hold between 5.7 and 16 billion barrels of technically recover-
able reserves, with a mean estimate of 10.4 billion barrels—enough to supply
1 million barrels per day for over 28 years.

Gasoline and Other Refined Products

The United States derives approximately 40 percent of the energy it uses
from petroleum, making petroleum the single largest source of energy for our
Nation. Refined petroleum products, such as gasoline, diesel, and jet fuel,
provide 96 percent of the energy used in the U.S. transportation sector, and
are also important for the industrial sector, which gets 37 percent of its energy
from petroleum. The residential sector gets 14 percent of its energy from
refined petroleum products (mainly home heating oil), while petroleum
supplies 10 percent of the energy used in the commercial sector.
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Gasoline Prices

The prices that consumers and other end users pay for gasoline depend
heavily on the prices that petroleum refiners pay for crude oil. During the first
eleven months of 2005, the cost of crude oil accounted for about 53 percent
of the retail price of gasoline (the most recent available data from the
Department of Energy). Refining costs and profits accounted for 20 percent,
Federal and state taxes another 20 percent, and distribution and marketing
about 8 percent of the retail price of gasoline.

Crude oil price changes are passed directly through to consumers in the
form of changing prices for gasoline and other refined products, at the rate of
about 2.4 cents per gallon of refined product for every $1 per barrel change
in the price of crude oil. According to Department of Energy data, rising
crude oil prices explain roughly two-thirds of the increase in average gasoline
prices between 2000 and 2005.

In addition to crude oil prices, other factors have a lesser but sometimes
pronounced effect on the price that consumers pay for gasoline. Refinery or
pipeline shutdowns caused by damaging weather, such as hurricanes Katrina
and Rita, can impede the ability of refiners to produce or distribute refined
petroleum products, leading to short-term local or regional spikes in the price
of gasoline and other refined products that do not coincide with spikes in the
price of crude oil (Box 11-2).

Box 11-2: The Effects of Hurricanes Katrina and Rita on
Energy Supplies

In late August 2005 the states of Alabama, Louisiana, and Mississippi
were struck by Hurricane Katrina, a powerful storm that disrupted,
damaged, or destroyed portions of our Nation’s energy infrastructure.
Hurricane Rita followed almost exactly one month later, while recovery
from Katrina was still underway. The impact of these disruptions on
prices for crude oil, gasoline, other refined petroleum products, and
natural gas varied substantially, and the divergent impacts help illus-
trate key differences in markets for these energy sources (see Chapter
1 for a discussion of the effects on the economy generally).

Due to evacuations and subsequent damage of oil rigs and platforms,
virtually all of Gulf-region oil production—about 28 percent of total U.S.
production—was shut down. Because there is a robust world market for
crude oil, however, the effect on world prices and the prices that U.S.
refiners pay for crude oil was relatively small. The Administration
approved several temporary loans of oil from the Strategic Petroleum
Reserve (SPR) to help refineries offset short-term physical supply
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Box 11-2 — continued

disruptions. The President also authorized the emergency sale of up to
an additional 30 million barrels of crude oil from the SPR. These actions
also helped to moderate any impact the production shut-downs had on
U.S. oil supplies.

About two dozen Gulf region refineries were also shut down by
flooding and electricity outages associated with the hurricanes, so that
following Hurricane Rita more than half of Gulf region refining capacity
and roughly one-quarter of total U.S. refining capacity were shut down.
Katrina initially led to a shutdown of the Colonial and Plantation
pipelines, which deliver most of the refined petroleum products
consumed on the East Coast, as well as the Capline pipeline, which
delivers crude oil from the Gulf region to pipeline systems serving
refineries in the Midwest. After the storm passed and safety assess-
ments revealed no damage, these pipelines began operation
substantially below capacity due to electricity outages and product
shortages. Hurricane Rita subsequently led to shutdowns in several
other pipelines. As a result of these shutdowns of refineries and
pipelines, gasoline and refined product price increases were particu-
larly pronounced in regions served by these refineries and
pipelines—namely, the East Coast, Midwest, and Gulf regions. The
effects on West Coast refined product prices were less pronounced.

The International Energy Agency (IEA) of the Organisation for
Economic Cooperation and Development responded by coordinating
the release of IEA members’ reserve stocks of petroleum. The United
States made SPR crude oil available, while other IEA countries prima-
rily offered refined petroleum products. These and other imports of
refined petroleum products helped ease the impact of the hurricanes on
gasoline and refined product prices, and prices declined further as
petroleum refineries and pipelines came back on line.

Offshore natural gas production faced similar disruptions, with shut-
downs of up to about 85 percent of Gulf daily natural gas production or
16 percent of total U.S. production. Onshore natural gas processing
facilities and gathering lines were also damaged, further disrupting
natural gas markets. Unlike crude oil prices, however, natural gas prices
rose by over half as a result of the hurricane-related supply disruptions,
due to the regional isolation of U.S. natural gas markets.

By the end of 2005, less than 10 percent of U.S. oil production
capacity, less than 5 percent of U.S. refining capacity, and less than
5 percent of U.S. natural gas production capacity remained off-line, and
further recovery was expected. Prices for crude oil, gasoline, and
natural gas had returned to pre-Katrina levels, although natural gas
prices were still experiencing volatility.
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Another related factor is that surplus refining capacity has declined
substantially during the last 25 years. In the early 1980s, U.S. petroleum
refiners were producing at only about 70 percent of their total potential
production capacity. In contrast, total refiner output has been over 90 percent
of capacity for the last decade. Several factors explain this trend. First, many
small, inefficient refineries exited the industry in the early 1980s following the
removal of poorly conceived Federal petroleum price and allocation controls
that had favored such refineries. Without these controls, inefficient refineries
were no longer profitable, and total U.S. refining capacity fell by 19 percent
from roughly 19 million barrels per day at its peak in 1981 to about 15 million
barrels per day in 1994. Second, low profitability in the refining sector during
the early to mid 1990s did not provide the necessary incentive to expand total
refining capacity. Finally, local concerns about environmental quality have
made it increasingly difficult to site new heavy industrial facilities, including
refineries. Constraints on the expansion of refining capacity to keep pace with
growing demand can lead to higher prices for refined products in the long run.

Refinery profitability increased in the late 1990s, however. As a result,
domestic refining capacity rose 12 percent from 1994 to 17 million barrels
per day in 2004. This increase in capacity has come exclusively through the
expansion of existing refineries, as no new refinery has been built in the
United States since 1976. In response to more-stringent clean-air regulations
over the last two decades, much of the recent investment in refining has been
directed toward increased capacity for producing cleaner fuels, even while
using heavier crude oils with higher sulfur contents. Rising refinery costs and
profits explain roughly one-quarter of the increase in average gasoline prices
between 2000 and 2005.

Short-Run Impacts of High Gasoline Prices

When gasoline prices increase unexpectedly, households and businesses are
not able to cut their gasoline consumption quickly enough to fully offset the
higher costs. In the short term, then, gasoline price increases cut into house-
hold budgets and increase business costs. Price increases can have a substantial
impact over the longer term, as well. Mirroring year-to-year changes in gaso-
line prices, household gasoline expenditures have increased recently after
declining for several years from a peak of about 6 percent of mean household
income in 1981 (Chart 11-3). Fuel-intensive transportation industries, such
as airlines and trucking, also face substantially higher costs when prices of
refined petroleum products increase.

When such price increases occur in response to a natural disaster or a failure
of energy supply infrastructure, sellers are often accused of “price gouging.”
Following hurricanes Katrina and Rita, which caused energy supply disrup-
tions and price spikes, the Administration remained vigilant to pursue and
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Chart 11-3 U.S. Household Gasoline Expenditures
High gasoline prices can burden household budgets.
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investigate reports of illegal pricing practices, while recognizing that
competitive markets are the most effective means for delivering energy
supplies to areas of greatest need. Rising prices encourage consumers to
conserve fuel and provide domestic producers and importers with incentives
to increase supply. If prices are controlled artificially and not allowed to
increase, however, consumers will demand more than suppliers are willing to
deliver, leading to nonprice rationing (e.g., long lines) and potentially exacer-
bating the shortage. At least 28 states currently have statutes that address
potential market manipulation in the aftermath of a disaster, and a number
of these states have initiated investigations of anticompetitive behavior. The
Federal Trade Commission has also launched an investigation to scrutinize the
refining industry for evidence of unlawful and anticompetitive behavior.

Refining Capacity and Trade

Efficiency improvements and restructuring in the refining industry have led
to lower operating costs per barrel. Excluding oil and other energy inputs,
refinery operating costs fell roughly 20 percent between the early 1980s
and 2003. These cost reductions tend to reduce the price of gasoline for
consumers. Lower surplus capacity may, however, increase the sensitivity of
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gasoline prices to temporary disruptions in production at particular refineries.
When production at one refinery is disrupted, it is difficult for other refineries
to compensate by ramping up production. As a result, we are more likely to
see short-term spikes in the price of gasoline.

Although U.S. refining capacity and utilization have increased since the early
1990s, these increases in production have not kept pace with U.S. demand for
gasoline and other refined products. As a consequence, U.S. imports of refined
petroleum products, including gasoline, have grown from 11 percent of total
refined product consumption in 1993 to 15 percent in 2004.

Demand for various types of petroleum products within a country and the
configuration of its domestic refining capacity drive much of this international
trade. For instance, Europe has moved toward consuming more diesel fuel rela-
tive to gasoline. According to industry sources, diesel-powered vehicles
increased from roughly 30 percent of European new car sales in 2000 to
40 percent in 2005. This has resulted in an excess supply of gasoline at
European refineries, which Europe now exports to the United States. At the
same time, Europe imports diesel fuel from the United States and other coun-
tries. Likewise, other countries have differences between domestic
consumption patterns and production capacity. These patterns have resulted in
the United States exporting certain refined petroleum products to North
America, South America, and Europe, while importing other refined products
from these same countries, as well as from the Middle East and the Caribbean.

Transport costs for refined petroleum products are sufficiently low that
international trading can moderate the effects of regional price spikes. For
example, when supplies of gasoline and other refined petroleum products ran
short in the United States following Hurricane Katrina, and prices began to
rise quickly, importers responded to this price incentive by delivering
significantly more product to the United States.

Price-Induced Substitution and Technological Change

In the long run, households and businesses respond to higher fuel prices by
cutting consumption, purchasing products that are more efficient, and
switching to alternative energy sources. Higher energy prices also encourage
entrepreneurs to invest in the research and development of new energy-
conserving technologies and alternative fuels, further expanding the
opportunities available to households and businesses to reduce energy use and
switch to low-cost energy sources.

The energy intensity of the U.S. economy—that is, the ratio of total Btu of
energy consumed per dollar of real GDP—has declined substantially over the
past several decades (Chart 11-4). And, as one might expect, energy intensity
declined most rapidly from the mid-1970s though the mid-1980s, when energy
prices were at their highest in real terms. Reductions in overall energy intensity
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result from both shifts in economic activity toward less energy-intensive sectors,
as well as from energy efficiency improvements within particular sectors. Recent
research suggests that energy efficiency improvements account for roughly
one-third of the reduction in energy intensity between 1985 and 2002, after
controlling for shifts in economic activity between different sectors.

Although reductions in energy consumption are made primarily in response
to changes in market conditions, government policy may also play a role in facil-
itating improvements in energy efficiency. This role has included supporting the
development of new technologies, encouraging investment in improved
efficiency, and in some areas, mandating efficiency improvements to new appli-
ances, equipment, buildings, and vehicles. For example, on-road fuel efficiency
for new cars and light trucks (e.g., minivans, pickup trucks, and SUVs)
increased from an average of 13 miles per gallon in 1975 to 21 miles per gallon
in 2005. This rise is due in part to higher fuel prices, technological improve-
ments, and Corporate Average Fuel Economy (CAFE) standards, which
mandate fuel efficiency in passenger cars and light trucks (Box 11-3). The
benefits of any such government policy must be weighed carefully against the
costs to U.S. taxpayers, consumers, workers, and businesses. The Administration
recently proposed new CAFE standards for light trucks in model years
2008-2011 based on a careful accounting of these benefits and costs.

Chart 11-4 U.S. Energy Intensity
Energy intensity decreased most rapidly during periods of high energy prices.
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Box 11-3: Automobile Fuel Economy Standards

For three decades, Corporate Average Fuel Economy (CAFE) standards
have mandated separate average fuel economy targets for passenger
cars and light trucks sold in the United States, and each domestic and
foreign manufacturer must meet these same targets in every model year.
Congress has established a default level of 27.5 miles per gallon for
passenger cars, and passenger car standards have remained at this
default level since 1990. The Department of Transportation (DOT) sets
CAFE standards for light trucks for each model year, and the
Administration raised those standards from 20.7 miles per gallon in 2004
to 22.2 miles per gallon by model year 2007.

There are concerns that the structure of current CAFE standards
encourages manufacturers to build minivans, SUVs, and other light
trucks instead of cars, because the fuel economy standard for light trucks
is lower than the standard for cars.This could lead to an overall decrease
in average fuel economy. There are also concerns that manufacturers
might meet higher CAFE targets primarily by reducing vehicle size and
weight, rather than by applying fuel-saving technologies, and that these
size and weight reductions could have a negative impact on the safety
of vehicle occupants.

Motivated by these concerns, DOT has proposed a new CAFE rule for
light trucks for model years 2008-2011 (to be finalized by April 2006) that
incorporates two notable reforms. First, DOT has proposed that CAFE
standards for light trucks depend on vehicle size, whereby smaller light
trucks will face higher fuel economy standards than larger light trucks.
Size-dependent CAFE standards will reduce the incentive to build light
trucks instead of cars, discourage manufacturers from achieving CAFE
standards only by selling smaller vehicles, encourage greater fuel
savings in small light trucks, and spread the burden of achieving CAFE
standards more evenly across manufacturers. Second, proposed stan-
dards for 2011 would be set using a new economic model developed by
DOT that sets CAFE standards to maximize economic benefits minus
costs—a milestone in the use of benefit-cost analysis in the rule-making
process. The model takes into account the impact of mandated fuel
economy improvements on vehicle costs, the value of fuel savings, envi-
ronmental benefits and costs, and other factors. The proposed rule will
save an estimated 10 billion gallons of fuel over the lifetime of the light
trucks affected by the rule.

The Administration has requested authority from Congress to
implement further reforms to the CAFE system, including utilization of
market-based incentives, such as trading of fuel economy credits, to
obtain fuel savings at the lowest possible cost to consumers.The Energy
Policy Act of 2005 signed by the President calls for a report on CAFE
reform ideas to be delivered to Congress within one year.
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Reform of the New Source Review Program

Unfortunately, government mandates sometimes lead unintentionally to
outcomes that are contrary to their environmental goals. An example of this
is the New Source Review (NSR) component of the 1977 Clean Air Act
Amendment. NSR requires that new refineries, electric generating units, and
other industrial sources of air emissions apply the best-available air emissions
control technology. Existing facilities that undertake significant modifications
are also required to apply the best-available technology. NSR requirements
were designed to ensure that new emissions sources are appropriately
controlled so that the local air quality is not compromised. Unfortunately,
NSR has led over time to sources seeking to avoid its requirements because
the permitting process was complicated, potentially expensive, and time-
consuming, especially for sources modifying their facilities. This can provide
an incentive for existing sources of emissions to continue their business oper-
ations for longer than would have been the case under normal market
conditions without the regulation. It also provides an incentive for existing
plants to forgo modifications.

New production sources tend to be less polluting than old ones even in the
absence of regulations, so extending the business operations of older plants
without making modifications could result in higher emissions. Applying
different regulations for “routine” versus “major” modifications also leads to
ambiguity, litigation delays, and uncertainty in business planning, all of
which can harm the economy and may impede environmental improvements.
The Administration recently addressed this problem by establishing clear
rules that remove disincentives for facilities to modify and undertake routine
equipment replacement activities that could improve the safety, reliability,
and efficiency of the plants. The Administration also established rules that
provide facilities with greater flexibility to modernize their operations without
increasing air pollution, encourage the installation of state-of-the-art pollu-
tion controls, and base NSR requirements more accurately on actual facility
emissions levels. These changes will help to address the extreme demands
being placed on our Nation’s energy supply infrastructure by assuring that the
NSR program provides greater regulatory certainty and flexibility for business
investment decisions, while protecting the environment.

Natural Gas

Nearly a quarter of U.S. energy consumption is supplied by natural gas.
Natural gas has numerous uses in homes, industry, commerce, electricity
production, and transportation and is a vital component of fertilizer and
chemical production. The United States consumed 61 billion cubic feet of
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natural gas per day in 2004: 38 percent in industry (roughly one-tenth of
which was used as a feedstock), 24 percent in electricity generation,
22 percent by households, 13 percent in the commercial sector, and the
remaining 3 percent in transportation. U.S. natural gas consumption is
projected to grow to 74 billion cubic feet per day by 2025.

Natural gas is produced from underground reservoirs that are sometimes
associated with crude oil; much smaller amounts are generated from landfills,
coal mines, and other sources. Domestic onshore production totaled about
42 billion cubic feet per day in 2004, while offshore production totaled
12 billion cubic feet per day. Total domestic production of 54 billion cubic
feet per day is enough to heat about 300 million typical Midwestern homes
for one year. After extraction, natural gas is processed to remove impurities
(e.g., heavier hydrocarbons) and distributed via pipelines to retailers and
eventually to end-use consumers in all sectors of the economy.

Regionalized Natural Gas Markets

Unlike crude oil, which trades on a global market at roughly uniform world
prices, the current natural gas marketplace is highly regionalized. As a point
of comparison, about 60 percent of global crude oil production was traded
internationally in 2002, whereas only 28 percent of global natural gas produc-
tion was traded. These differences stem from relatively high shipping costs for
natural gas and a less-developed infrastructure for natural gas trade.
International trade in natural gas occurs mainly within the regions of North
America, Western Europe/Russia, and Asia-Pacific/Japan, each with its own
unique pricing system and other market characteristics.

In North America, pipelines move natural gas between the United States,
Canada, and Mexico with subregions of the continent supplying the majority
of their own consumption needs. U.S. net imports of natural gas were
9.3 billion cubic feet per day in 2004, representing 15 percent of total U.S.
natural gas consumption. Most imports came by gas pipeline from Canada.
Only a relatively small amount was imported from beyond North America, as
liquefied natural gas (LNG) from Trinidad, Algeria, and other countries. The
United States also exports small amounts of natural gas to Canada and

Mexico by pipeline and to Japan as LNG from Alaska.

Natural Gas Prices

Wholesale natural gas prices at Henry Hub on the Louisiana Gulf coast (a
common natural gas pricing benchmark) averaged around $2-$3 per million
Btu from 1994 through the middle of 2000. One million Btu of natural gas
is equal to about one thousand cubic feet of natural gas. Prices then spiked to
a peak of $10.50 per million Btu in December of 2000 in response to an
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unusually cold winter before falling back to their previous low levels. Prices
have increased substantially since then from roughly $3 per million Btu in
early 2002 to over $10 per million Btu in November 2005. Prices rose
roughly in tandem with crude oil prices due to the presence of close substitu-
tion possibilities between natural gas and oil in power production and
heating, though there have been some bumps along the way. Prices spiked to
a peak of $19 per million Btu in February 2003 in response to another unusu-
ally cold winter, rose as high as $15 per million Btu in September 2005
following hurricanes Katrina and Rita, and increased to over $15 again in
December 2005 with the onset of cold temperatures.

Volatility in Natural Gas Prices

Regionalization reduces the frequency and extent to which natural gas price
spikes in other regions affect U.S. natural gas prices. However, the absence of
a robust international market for natural gas also makes the United States
more susceptible to price shocks within our own region. Disruptions to
supply or increases in demand may necessitate large price changes to reestab-
lish equilibrium between regional supply and demand. Opportunities for the
import of natural gas from other regions would dull these sharp price spikes,
although localized price spikes in some regions will likely never be eliminated
completely due to limitations in the natural gas distribution infrastructure.

Volatility in natural gas prices in the United States is often related to
extreme and unexpected weather events. In the summer months, for example,
periods of extreme heat drive up demand for electricity to power air condi-
tioners, leading to increased demand for natural gas for electricity production.
Droughts and periods of low rainfall deplete resources for hydroelectric power
generation and may require increased use of natural gas for replacement elec-
tricity generation. In the winter, periods of extreme cold drive up demand for
natural gas for heating. Hurricanes, floods, and other severe weather events
may shut down natural gas production and processing facilities and pipeline
distribution networks, leading to supply disruptions.

Liquefied Natural Gas

Liquefied natural gas (LNG)—natural gas in liquid form—is expanding
natural gas markets to a more global level, which in the future holds poten-
tial to moderate some of this price volatility. LNG is created by cooling
natural gas to minus 260 degrees Fahrenheit, at which point it turns into a
liquid, significantly reducing its volume. Specially manufactured double-
hulled ships are then able to transport LNG over long distances at lower cost
than pipeline transport of natural gas. Upon reaching port, LNG is pumped
into a receiving terminal where it is converted back into gas (regasified) and
then distributed to consumers via pipeline.

248 | Economic Report of the President



Although some inter-regional movement of natural gas does occur, three
key factors have limited the development of a full-scale international market.
First, natural gas resources are widely distributed internationally, which at
least until recently, has limited the need of many countries to import natural
gas from distant sources. Second, it is still costly to transport natural gas as
LNG over long distances, which means that regional price differentials need
to be large before international trade is cost-effective. Finally, natural gas price
differentials are now high enough to justify long-distance shipping of LNG,
but the infrastructure for liquefying natural gas into LNG is not well
developed in many countries with natural gas supplies.

Although the United States has been able to maintain a high level of natural
gas production, North America holds only 4 percent of proven world reserves,
including 3 percent of world reserves in the United States and 1 percent in
Canada (Chart 11-5). Assuming U.S. demand continues to increase, the need
for imports from sources outside the region will grow. At present, it appears
that LNG is the best means for importing natural gas from beyond North
America, and current Department of Energy projections are that LNG
imports from various regions will increase from about 3 percent of U.S.
natural gas consumption in 2004 to 15 percent by 2025.

Chart 11-5 World Proven Natural Gas Reserves
The United States holds a small fraction of total reserves.
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Note: Numbers do not sum to 100% due to independent rounding.
Sources: Department of Energy (Energy Information Administration), PennWell
Corporation (Qil & Gas Journal).
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LNG Conversion and Transport Costs

A truly global market for natural gas will require transporting natural gas
over long distances, and LNG is superior to pipeline transport in this regard.
Currently, pipeline transport is less expensive than LNG for distances up to
about 1,300 miles in the case of offshore pipelines and up to about 2,400
miles in the case of onshore pipelines. Beyond these distances, LNG transport
in tankers is less expensive.

In addition to the cost of extracting and processing natural gas at the supply
source, LNG must be liquefied, transported via special tanker, and then
turned back into gas upon arrival. The costs associated with liquefying LNG
have decreased between 35 percent and 50 percent over the past ten years,
while transport and regasification costs have also fallen. These costs are still
high enough, however, that U.S. natural gas prices need to exceed wellhead
prices in LNG-supplying countries by at least $1.50 to $3 per million Btu—
roughly $9 to $17 per barrel of oil equivalent—Dbefore LNG transport is
cost-effective. As these costs continue to fall, the international marketability
of LNG will grow.

U.S. LNG 1erminal Capacity

Total LNG import costs are about $2-$4 per million Btu, which is far below
current domestic natural gas prices. Given sufficient LNG infrastructure
capacity, therefore, domestic prices eventually could be reduced through
increased imports. Over 150 LNG tankers were in operation in 2003, and
another 50 are under construction. Currently, there are five existing LNG
import terminals in the continental United States (four onshore and one
offshore), and these facilities operated at about 40 percent of capacity in 2005.
About a dozen additional terminals have been approved, and about 20 others
have been proposed. The recent Energy Policy Act of 2005 signed by the
President took steps to remove unnecessary impediments to siting LNG termi-
nals by clarifying the role of the Federal Energy Regulatory Commission
(FERC) as the lead agency for coordinating authorization of onshore LNG
terminals and LNG terminals in state waters. Federal approval of projects will
continue to be conditional on state approval under various environmental laws.

With ample capacity in both shipping and receiving, the current bottleneck
in LNG imports to the United States is an insufficient supply of overseas facil-
ities for liquefying LNG. As long as capacity for liquefying LNG is in short
supply abroad, there will be great competition in international markets for
LNG cargoes, as is already happening among the major importers of LNG,
including the United States, Japan, Spain, and other countries. Not surpris-
ingly, high natural gas prices in these and other countries have led to an
expansion of capacity to liquefy LNG abroad. Qatar, which has 15 percent of
proven world natural gas reserves, recently began exporting LNG. The
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12 nations that currently export LNG hold more than one-quarter of proven
world reserves, and some of the world’s largest natural gas exporters are in the
process of constructing plants to develop LNG export capacity, including
Russia and Norway.

Future Prospects for an International LNG Market

Currently, LNG markets are undergoing a substantial evolution, with
demand growing and strong future growth expected. Between 1993 and 2003,
international LNG trade grew at an average annual rate of 7 percent, and global
LNG capacity is expected to grow by more than one-third between 2003 and
2007. Although international trade in LNG is expanding, the market has not
yet evolved to the point where it can respond fully to price spikes in North
America and other regional markets. The market for prompt delivery of LNG
“spot cargoes,” although growing, is still less than 10 percent of world
LNG trade, with most LNG cargoes delivered under long-term contracts.

Prospects for Domestic Production of Natural Gas

The emergence of international natural gas markets does not eliminate the
need to develop domestic production. Greater domestic natural gas produc-
tion holds promise both in Alaska and on the outer continental shelf
(OCS)—Federally controlled offshore areas within the 200-mile exclusive
economic zone of the United States but beyond the 3-mile zone under state
jurisdiction—as well as other areas. A difficulty in Alaskan production has
been the lack of infrastructure to transport remote natural gas resources to
market, which would be solved by development of the Alaska natural gas
pipeline to the lower 48 states. The Alaska Natural Gas Pipeline Act signed by
the President in October 2004 established an expedited Federal approval
process for construction of the pipeline, and FERC has been working
with state, Federal, and Canadian agencies to establish a framework for
coordinating permitting activities.

The OCS has vast additional natural gas resources. Proven Federal offshore
reserves as of 2003 were about 23 trillion cubic feet—12 percent of total
U.S. proven reserves of 189 trillion cubic feet. The Department of Interior
estimates the OCS also contains 400 trillion cubic feet of undiscovered,
technically recoverable natural gas. About 20 percent of this natural gas—80
trillion cubic feet—is currently subject to Federal offshore leasing moratoria.
The Administration supports greater access to natural gas and oil resources in
Federal waters off shore of states that support such development. This would
open up substantial additional natural gas supplies for the Nation.
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Electricity

Although 39 percent of total U.S. energy consumption in 2004 passed
through the electricity-generation sector, only about one-third of electricity-
sector energy input was converted into electricity and passed on to end-use
customers (Table 11-1). The remaining two-thirds was lost due to inefficien-
cies in the production and transmission of electricity. Some of these losses
could be avoided through further efficiency improvements, though most are
unavoidable due to the physics of electricity production and transmission.
Retail electricity consumption is divided roughly equally among the residen-
tial, commercial, and industrial sectors. The residential sector consumed
36 percent of this electricity for lighting, heating, air conditioning, and
powering household appliances, while 35 percent went to the commercial
sector for similar uses. Industry consumed 29 percent, and less than 1 percent
went to the transportation sector to power electric rail transport.

Electricity-Generation Technologies

A range of energy sources and technologies are used to produce electricity.
A total of 71 percent of generated electricity comes from fossil fuels, including
50 percent from coal, 18 percent from natural gas, and 3 percent from petro-
leum. Nuclear power provides about 20 percent of electricity, while
hydroelectric power provides 7 percent, and other renewable sources, such as
wind, biomass, and solar, provide a combined 2 percent.

With the exception of solar power and diesel-powered internal combustion
engines, all electricity is generated by the turning of turbines that drive elec-
tric generators. Falling water drives the turbines in a hydroelectric plant, and
wind turns the turbine of a windmill. Natural gas plants use a combustion
process like that in a jet aircraft engine to generate a high-speed stream of
combustion gases, which is used to drive a natural gas turbine. In natural-gas-
combined-cycle plants, exhaust gases exiting the gas turbine are used to heat
water, which generates high-pressure steam that drives a second turbine.
Nuclear and conventional coal plants generate high-pressure steam to drive
turbines by heating water using the energy released by nuclear reactions and
coal combustion, respectively. Advanced coal-fired generating plants use
various alternative technologies to enhance efficiency and cut emissions.
Combined heat and power plants can very efficiently generate steam or hot
water for heating and production processes, as well as for electricity.

The Real-Time Challenge of Electricity Markets

Most fuels, such as gasoline, home heating oil, or natural gas, can be manu-
factured and then stored for later distribution and use. Unlike these energy
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sources, however, the generation and consumption of electricity must match
exactly in real time. Although it is possible to store electricity in batteries,
storing electricity on a large scale is too costly. If generation fails to provide
the energy needed to satisfy demand, the electricity production and distribu-
tion network can become unstable, leading to outages or system failures.
Shutdowns of generating plants in one location can therefore affect the entire
network, as was the case in August 2003, when a plant shutdown in Ohio
triggered cascading failures that ultimately forced the shutdown of at least
265 power plants. These shutdowns left an estimated 50 million people in the
United States and Canada without power and led to economic losses of
$4-$10 billion in the United States and noticeable downturns in Canadian
hours worked, manufacturing shipments, and economic output. The Federal
government took a number of actions after the blackout to diminish the risk
that a similar disruption would occur in the future.

The demand for electricity fluctuates with the seasons and during the
course of each day. For example, the hot summer months bring increased
demand for electricity to power air conditioners, and electricity demand peaks
each afternoon and drops to its lowest level late at night. Because the produc-
tion and use of electricity must match in real time, electricity generation
fluctuates one-for-one with these seasonal and daily consumption patterns.
Electricity-generating capacity is tuned to match these fluctuations. Plants
that have low operating costs or that are difficult to turn on and off, such as
nuclear and coal-fired steam plants, provide the “baseload” power that is used
all day every day. Plants that have higher operating costs or that can be started
up quickly, such as natural gas turbine plants, start up incrementally as elec-
tricity demand increases and peaks, with some units remaining idle for much
of the day or even much of the year. Hydroelectric plants, which have low
operating costs and can be started quickly, are suitable for both baseload and
peak electricity production.

These fluctuations can have impacts in other energy markets. Reduced
hydroelectric power due to low rainfall and falling reservoir levels can increase
demand for electricity from natural gas. Likewise, particularly hot summers
increase electricity demand to power air conditioners, increasing demand for
natural gas as gas-powered generators come on line. If the weather is drier or
the summer is hotter than marketers of natural gas anticipate, stored levels of
natural gas will be low relative to unexpectedly high demand, and natural gas
prices will increase.

Real-Time Pricing and Other Reforms

Because electricity-generating units are dispatched incrementally in order
of increasing operating cost, the marginal cost of producing electricity—that
is, the additional cost of producing one additional unit of electricity—is
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highest during periods of peak production and lowest during periods of low
production. In practice, however, most retail customers pay a fixed seasonal
rate for the electricity they use and thus have no incentive to reduce their
consumption of electricity during the times of day when it is most costly to
produce. As a result, electricity producers must invest in generating units that
remain idle most of the time, and the capital costs of these units are passed on
to consumers in the form of higher average prices. Constraints in the elec-
tricity transmission system, which limit the extent to which electricity can be
directed to areas of high demand or low supply, can also lead to high
electricity prices in some regions.

The recent Energy Policy Act of 2005 signed by the President addresses the
issue of inefficient pricing by requiring electric utilities and competitive
retailers to offer customers time-based rates by February 2007. By ensuring
that electricity suppliers offer their customers rates that better reflect the cost
of electricity generation, these provisions will encourage consumers and busi-
nesses to conserve electricity during times of peak demand. This will reduce
the need for excess generating capacity that remains idle most of the time and
will, as a result, lower average electricity bills for retail customers. The Act also
establishes energy-efficiency standards for household products and Federal
buildings, which will reduce consumption of energy.

Environmental Protection

Combustion of fossil fuels, coal in particular, generates sulfur oxides and
nitrogen oxides, which contribute to poor air quality if not controlled.
Currently, emissions of sulfur and nitrogen oxides from electric utilities are
regulated under the 1990 amendments to the Clean Air Act, which estab-
lished a cap-and-trade system of tradable permits that holds total annual
emissions to a mandated level at low cost. See Box 11-4, which includes a
discussion of the Clean Air Interstate Rule and the President’s Clear Skies
proposal, which calls for a further 70 percent reduction in air emissions.

Fossil fuel combustion also generates emissions of carbon dioxide and other
greenhouse gases, which contribute to the warming of the Earth's surface.
The Administration is supporting the development of various technologies
that will improve power plant efficiency, while greatly reducing air pollution
and greenhouse gas emissions. For example, the Department of Energy is
supporting research and development of technologies that turn coal into a
highly enriched hydrogen gas, which can be burned much more cleanly than
burning coal directly or can be used as an industrial feedstock. These tech-
nologies also provide opportunities to remove and sequester emissions of
carbon dioxide and air pollutants prior to combustion. In February 2003 the
President announced FutureGen, a government-industry partnership to build
a prototype fossil fuel power plant that will demonstrate these technologies.
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Box 11-4: Cap-and-Trade Programs for Air Pollution

Title IV of the 1990 Clean Air Act Amendments established a national
cap-and-trade system for sulfur dioxide (S0O2) emissions. SO2 emis-
sions, which are generated by the burning of fossil fuels—such as coal
in an electric power plant—can lead to health concerns and are a
component of acid rain. Title IV's program caps total allowable SO2
emissions from power plants nationwide and requires that each facility
own a permit for every unit of SO2 it emits. The Environmental
Protection Agency (EPA) monitors and enforces this cap rigorously.

Under the Title IV program, SO2 permits can be bought and sold by
emitting facilities. Trading allows facilities with high pollution-reduction
costs to purchase permits from facilities with low reduction costs,
thereby allowing the power industry to achieve mandated emissions
reductions in a cost-effective manner. The program does not tell power
producers how to reduce pollution, but rather they are free to choose
the most cost-effective method for achieving reductions.

The SO2 trading program has been very successful at reducing
emissions at a lower cost than direct plant-level emissions standards.
The compliance has been nearly 100 percent, and research shows the
trading program saves U.S. power producers hundreds of millions of
dollars per year relative to direct plant-level standards. Thus, cap-and-
trade programs promote clean air while reducing the cost impact on
energy consumers. A similar regional cap-and-trade program exists in
the eastern United States to control nitrogen oxide emissions, which
contribute to regional ozone and smog problems.

In 2002, the President proposed “Clear Skies” legislation, which
would expand the Clean Air ActTitle IV cap-and-trade approach for SO2
to also include nitrogen oxide and mercury, reducing these emissions
to roughly 70 percent below 2000 levels by 2018. As Congress has not
yet enacted Clear Skies, the EPA has sought to achieve much of the
benefits of the Clear Skies legislation by issuing the Clean Air Interstate
Rule (CAIR) and the Clean Air Mercury Rule (CAMR) in March 2005.
CAIR requires 28 states in the eastern half of the country to regulate
power plant emissions of SO2 and nitrogen oxides and encourages
them to do this within the framework of an interstate cap-and-trade
system. When fully implemented, CAIR will reduce power-plant SO2
emissions in these states by over 70 percent and nitrogen oxide emis-
sions by over 60 percent from 2003 levels. CAMR is the first-ever
regulatory action to reduce mercury emissions from coal-fired power
plants and includes a cap-and-trade approach as a way of achieving
nearly 70-percent reductions in mercury emissions.
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The Administration is also supporting further development of renewable
sources of electricity, such as wind, solar energy, and biomass (e.g., wood and
agricultural crops), which generate little or zero net greenhouse gas emissions.
Finally, the Administration is supporting the development of nuclear power,
which does not generate air pollution or greenhouse gases. The Nuclear Power
2010 program is a cost-shared government-industry partnership to identify
sites for new nuclear power plants, improve nuclear technologies, and demon-
strate untested regulatory processes. The Generation IV nuclear power
program supports the development of future technologies with reduced
capital costs, enhanced safety, minimal waste, and reduced risk of weapons
materials proliferation.

Electricity Markets in Transition

The electric power industry has gone through a transition over the past
several decades, evolving from a highly regulated, monopolistic industry to a
less regulated, more competitive industry. Traditionally, electric utilities
owned and operated electricity-generating units, transmission lines, and
distribution systems, and were the sole providers of electricity to a specific
geographic area. Federal legislation and rule-making activities during the last
decade, however, have opened up access to transmission lines and encouraged
greater wholesale trade of electricity between generators and retailers. The
market changes vary from state to state and are dynamic, with continual
adjustments being made as problems emerge. Some states continue to operate
under a traditional, integrated market structure, others are striving to
encourage greater competition among generating companies, and some even
have opened up competition between electricity retailers.

Recent Electricity Market Policy Reforms

Successful operation of the electric power system requires coordination
among system participants. Competition can lead to better products and
lower costs for consumers. Ensuring the benefits of competition and relia-
bility are therefore key components of successful reform. Provisions in the
Energy Policy Act of 2005 signed by the President promote competition and
investment in transmission infrastructure by providing for reasonably priced
access to transmission grids, while providing for the establishment of manda-
tory reliability rules for the electric system. In order to further reduce costs
and increase reliability, the Act repealed the Public Utility Holding Company
Act (PUHCA), which restricted the ability of regulated utilities to invest in
electricity infrastructure, and amended the Public Utility Regulatory Policies
Act (PURPA) to allow utilities greater flexibility to purchase wholesale elec-
tricity from producers with lower costs. The Energy Policy Act of 2005
improves market competition by promoting the dissemination of information
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about the availability and prices of wholesale electricity and transmission
services. The Act also protects consumers by banning market manipulation,
unauthorized disclosure of consumer information, and unfair trade practices,
such as changing the electricity service providers chosen by consumers
without their consent.

Conclusion

Today, most of our energy comes from petroleum, coal, and other fossil
fuels. There are constraints on supplies of these resources in the short term.
Increased scarcity and rising prices over time will encourage conservation,
increase incentives for exploration, and stimulate the development of new,
energy-efficient technologies and alternative energy sources. In the near term,
unexpected disruptions to energy supply and distribution networks may
continue to impact consumers and businesses. The recent hurricanes Katrina
and Rita demonstrated that competitive markets play a central role in allo-
cating scarce energy resources, especially during times of natural disaster or
national emergency. The continued expansion of energy markets through
regional and global trade can further increase our resilience to energy supply
disruptions. Finally, individual energy market participants do not always have
an incentive to tackle problems associated with the production and consump-
tion of energy, such as environmental damage or the potentially damaging
effects of energy price spikes on the U.S. economy. Policies that reduce U.S.
vulnerability to supply disruptions, encourage energy efficiency, and protect
the environment can therefore be beneficial supplements to markets.
Policymakers can design these policies to be more effective and less costly
by harnessing the power of economic incentives and aiming to minimize
distortion of normal market forces.

Chapter 11 | 257



Appendix A
REPORT TO THE PRESIDENT ON THE ACTIVITIES

OF THE
COUNCIL OF ECONOMIC ADVISERS DURING 2005



LETTER OF TRANSMITTAL

COUNCIL OF ECONOMIC ADVISERS,
Washington, D.C., December 30, 2005.

MR. PRESIDENT:

The Council of Economic Advisers submits this report on its activities
during the calendar year 2005 in accordance with the requirements of the
Congress, as set forth in section 10(d) of the Employment Act of 1946 as
amended by the Full Employment and Balanced Growth Act of 1978.

Sincerely,

Ben S. Bernanke, Chairman
Katherine Baicker, Member
Matthew J. Slaughter, Member
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Report to the President on the
Activities of the Council of Economic

Advisers During 2005

The Council of Economic Advisers was established by the Employment Act
of 1946 to provide the President with objective economic analysis and advice
on the development and implementation of a wide range of domestic and
international economic policy issues.

The Chairman of the Council

Ben S. Bernanke was appointed by the President on June 21, 2005 as
Chairman of the President’s Council of Economic Advisers. Dr. Bernanke
succeeded Harvey S. Rosen, who returned to Princeton University, where he is
the John L. Weinberg Professor of Economics and Business Policy. Dr. Rosen
succeeded N. Gregory Mankiw, who returned to Harvard University, where he
is the Robert M. Beren Professor of Economics.

Prior to his appointment to the Council, Dr. Bernanke served as a Member of
the Board of Governors of the Federal Reserve System. Before becoming a
Member of the Board, Dr. Bernanke was the Howard Harrison and Gabrielle
Snyder Beck Professor of Economics and Public Affairs and Chair of the
Economics Department at Princeton University (1996-2002). Dr. Bernanke had
served as a Professor of Economics and Public Affairs at Princeton since 1985.

Dr. Bernanke was nominated by the President on October 24, 2005 to be
Chairman of the Federal Reserve System for a term to begin on February 1,
2006. Dr. Bernanke subsequently recused himself from the development of
the Administration’s economic forecast for the fiscal year 2007 budget.

The Chairman of the Council is responsible for communicating the
Council's views on economic matters directly to the President through
personal discussions and written reports. He represents the Council at Cabinet
meetings, meetings of the National Economic Council, daily White House
senior staff meetings, budget team meetings with the President, and other
formal and informal meetings with the President. He also travels within the
United States and overseas to present the Administration’s views on the
economy. The Chairman is the Council’s chief public spokesperson. He directs
the work of the Council and exercises ultimate responsibility for the work of
the professional staff.
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The Members of the Council

Katherine Baicker was appointed by the President as a Member of the
Council of Economic Advisers on November 8, 2005. She succeeds Dr. Rosen,
who had served as a Member prior to being appointed Chairman. Dr. Baicker is
on leave from the University of California in Los Angeles, where she is an
Associate Professor in the Department of Public Policy. At the Council Dr.
Baicker’s responsibilities include work on public finance, labor, and health issues.

Matthew ]. Slaughter was appointed by the President as a Member of the
Council of Economic Advisers on November 8, 2005. He succeeds Kristin J.
Forbes, who returned to the Massachusetts Institute of Technology Sloan
School of Management where she is the Mitsubishi Career Development
Chair of International Management and Associate Professor of International
Management in the Applied Economics Group. Dr. Slaughter is on leave from
the Tuck School of Business at Dartmouth College where he is an Associate
Professor of Business Administration. At the Council Dr. Slaughter’s responsi-
bilities include work on international finance and trade, and industrial
organization issues.

Macroeconomic Policies

As is its tradition, the Council devoted much time during 2005 to assisting
the President in formulating economic policy objectives and designing
programs to implement them. In this regard the Chairman kept the President
informed, on a continuing basis, of important macroeconomic developments
and other major policy issues through regular macroeconomic briefings. The
Council prepares for the President, the Vice President, and the White House
senior staff regular memoranda that report key economic data and analyze
current economic events.

The Council, the Department of the Treasury, and the Office of Management
and Budget (OMB)—the Administration’s economic “troika”—are responsible
for producing the economic forecasts that underlie the Administration’s
budget proposals. The Council, under the leadership of the Chairman and the
Chief Economist, initiates the forecasting process twice each year. In preparing
these forecasts, the Council consults with a variety of outside sources,
including leading private sector forecasters.

In 2005, the Council took part in discussions on a range of macroeconomic
issues. An important concern in the second half of the year was providing
analysis related to hurricanes Katrina and Rita. The Council works closely
with the Treasury, the Federal Reserve, and other government agencies in
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providing analyses to the Administration on these topics of concern. It also
works closely with the National Economic Council, the Office of Management
and Budget, and other offices within the Executive Office of the President in
assessing the economy and economic policy proposals.

International Economic Policies

The Council was involved in a range of international trade issues, including
discussions on trade liberalization at the global, regional, and bilateral levels.
This involvement included extensive analysis of alternative liberalization
scenarios, participation in deliberations concerning trade policy in a number
of industries, and analysis related to U.S. economic interaction with China.
In international finance, the Council provided extensive analysis of the impli-
cations of changes in the U.S. external position and developments in
foreign-exchange markets. The Council participated in discussions concerning
international financial relations with both advanced and emerging market
economies. Council members regularly met with representatives of the
Council’s counterpart agencies in foreign countries, as well as with foreign-
trade ministers, other government officials, and members of the private sector.
In recent months, meetings have been held with the ministers of finance from
countries including Great Britain, Japan, and India as well as officials from the
European Commission and international financial institutions such as the
International Monetary Fund.

Council staff were part of the U.S delegation that participated in Joint
Economic Committee discussions in Beijing, focused on banking reform and
capital market development in China. In addition, the Council participated in
discussions with Chinese officials in the U.S.-China Joint Commission on
Commerce and Trade. The Council participated in the development of U.S.
proposals for providing additional debrt relief to the world’s poorest countries
(Highly Indebted Poor Countries, or HIPCs) that were agreed to at the G-8
Summit held at Gleneagles, Scotland, and prepared analyses for the summits
involving the countries of the Asia Pacific Economic Cooperation (APEC).
The Council is also a leading participant in the Organization for Economic
Cooperation and Development (OECD), the principal forum for economic
cooperation among the high-income industrial countries. The Chairman
heads the U.S. delegation to the semiannual meetings of the OECD’s
Economic Policy Committee (EPC) and serves as the EPC Chairman. Dr.
Rosen, Dr. Forbes, and Dr. Slaughter participated in meetings of the
Economic Policy Committee, as well as meetings of the OECD’s Working
Party 3 on macroeconomic policy and coordination. Council staff participated
in additional OECD meetings.
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Microeconomic Policies

A wide variety of microeconomic issues received Council attention during
2005. The Council actively participated in the Cabinet-level National
Economic Council, dealing with such diverse issues as health care policy,
energy policy, environment, Social Security, tax policy, immigration, educa-
tion reform, asbestos litigation, and financial markets and institutions. The
Council was particularly active in the area of health care policy, conducting
analyses of the sources and impact of rising health care costs, the use of health
savings accounts, and a number of issues related to the Medicare and Medicaid
programs. The Council also participated in discussions related to market-
based health care reforms and the tax treatment of health care spending.
Energy policy was also an important focus of the Council, with analysis on the
impact of hurricanes Katrina and Rita on energy markets, increasing world
demand for oil, and the impact of various policy proposals regarding both
energy efficiency and energy supply.
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The Staff of the Council of Economic Advisers

The professional staff of the Council consists of the Chief of Staff, the Chief
Economist, the Director of Macroeconomic Forecasting and Statistics, nine
senior economists, four staff economists, and five research assistants. The
professional staff and their areas of concentration at the end of 2005 were:

Chief of Staff
Gary D. Blank

Chief Economist
H. Keith Hall

Director
of
Macroeconomic Forecasting and Statistics
Steven N. Braun

Senior Economists
John E. Anderson........ccocvvveeenennee. Public Finance
William D. Block......cocevevievieenncnne. International Finance and Development
Joseph C. Cooper.........ccccceeuieueuennnes Agriculture and Natural Resources
Daniel M. Covitz......coevuvveereeennnnnnn. Macroeconomics and Finance
William H. Dow......coovvvveneeinnnnne. Health
Wayne R. Dunham ......cccccccevvcueneee. Regulation, Technology, and
Transportation
Dino D. Falaschetti.......ccccoevvunenn... Regulation and Finance
Christine A. McDaniel.................... International Trade
Richard G. Newell .........cccceeinneine Energy and Environment
Economist
Rebecca J. Kalmus ...c.eeeeienenncee Labor
Staff Economists
Faisal Z. Ahmed.....ccocovvevveeneenn. International Finance and Trade,
and Macroeconomics
Soren T. Anderson .......cccccceeuuenee Regulation
Andrew R. Hanson ............cu........ Public Finance
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Research Assistants

Jeffrey P. Clemens .....c..cccoveeeunnee Public Finance and Regulation
Sarena E Goodman..........cccuuee..e. Macroeconomics and Labor
Dagmara K. Tchalakov ................. International Trade and Finance
Diana C. Wielocha ....................... Macroeconomics, Finance,
and Regulation
Jonathan A. Wolfson.........cccccuc... Health and Regulation
Statistical Office

The Statistical Office maintains and updates the Council’s statistical
information, oversees the publication of the monthly Economic Indicators and
the statistical appendix to the Economic Report of the President, and verifies
statistics in Presidential and Council memoranda, testimony, and speeches.

Linda A. Reilly.....cccooveiiinniins Program Analyst (Statistical)
Brian A. AMOIOSI...cccovvvevivenereeennns Program Analyst (Statistical)
Dagmara A. Mocala...........ccc.c...... Research Assistant

Catherine Furlong retired from Federal service on September 2, 2005. She
had worked in the CEA Statistical Office for 54 years, and had been its Senior
Statistician since 1977. A retirement ceremony was held on September 30,
where she was honored in comments by present and former Council
Chairmen, Ben Bernanke, Alan Greenspan, and Charles Schultz. Chairman
Raymond Saulinier was also in attendance. Her untiring dedication to
accuracy, detail and the reputation of the Council will indeed be missed. All
future Councils will benefit from that wisdom.

Administrative Office
The Administrative Office provides general support for the Council’s activities.
This includes financial management, human resource management, and travel,
facility, security, information, and telecommunications management support.

Rosemary M. Rogers..........ccc.c...... Administrative Officer

Office of the Chairman
Alice H. Williams ....c..coccvvervenenene. Executive Assistant to the Chairman
Sandra E Daigle.......cccccoveinnninen. Executive Assistant to the Chairman

and Assistant to the Chief of Staff
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Lisa D. Branch.....ccccoovvevoueeeeeenn.. Executive Assistant to Dr. Slaughter

Mary E. Jones ...c..ccoceeveerecnncnnncnns Executive Assistant to Dr. Baicker
Staff Support
Sharon K. Thomas........ccccccvuueeee. Administrative Support Assistant

Jane Tufts and Barbara Pendergast provided editorial assistance in the
preparation of the 2006 Economic Report of the President.

Student Interns during the year were: Matthew B. Adler, Taylor W. Buley,
Sean D. Clifford, Andrew M. Dietrich, Alan Y. Gu, Brett W. Hollenbeck,
Rebecca L. Homkes, Thomas R. Johnson, Aaron W. Kletzing, Edwin H. Lee,
Stephanie Mak, Andrew Park, Sean X. Qin, Elizabeth M. Schultz, Brian C.
Tucci, and Joseph S. Vavra.

Fellows during the year were: Courtney Biesecker, Kenneth Gillingham,

and Neal Rappaport.

Departures
Phillip P. Swagel left the Council as Chief of Staff in February of 2005 to

join the American Enterprise Institute as a resident scholar.

Donald B. Marron left the Council as Chief Economist in October of 2005 to
join the Congressional Budget Office where he is currently the Acting Director.

The Council’s senior economists, in most cases, are on leave of absence from
faculty positions at academic institutions or from other government agencies
or research institutions. Their tenure with the Council is usually limited to
one or two years. Some of the senior economists who resigned during the year
returned to their previous affiliations. They are: Raymond R. Geddes (Cornell
University), Pia M. Orrenius (Federal Reserve Bank of Dallas), John C.
Driscoll (Federal Reserve Board), Joshua S. Graff Zivin (Columbia
University), Gerald Auten (Department of the Treasury), Alexander Raskovich
(Department of Justice), Philip Levy (State Department)

Staff economists are generally graduate students who spend one year with
the Council and then return to complete their dissertations. Those who
departed the Council in 2005 are: Maria Damon, Peter R. Kingston, Anne
Berry, and Carol Cohen.

Those who served as research assistants at the Council and resigned during
2005 were: Namita K. Kalyan, Therese C. Scharlemann, Derek A. Haas,
James Soldano, and Daniel Ramsey.
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Brenda Compton, Finance Manager, accepted a position with the Census
Bureau.

Satiah Pee, Information Management Assistant accepted a position with the
Discovery Channel.

Public Information

The Council’s annual Economic Report of the President is an important vehicle
for presenting the Administration’s domestic and international economic poli-
cies. It is available on the Internet at www.gpoaccess.gov/eop. The Council also
has responsibility for compiling the monthly Economic Indicators. The Internet
address for the Economic Indicators is www.gpoaccess.gov/indicators. The
Council’s home page is located at www.whitehouse.gov/cea.
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General Notes

Detail in these tables may not add to totals because of rounding.

Because of the formula used for calculating real gross domestic product (GDP),
the chained (2000) dollar estimates for the detailed components do not add to the
chained-dollar value of GDP or to any intermediate aggregate. The Department of
Commerce (Bureau of Economic Analysis) no longer publishes chained-dollar
estimates prior to 1990, except for selected series.

Unless otherwise noted, all dollar figures are in current dollars.

Symbols used:
p Preliminary.
... Not available (also, not applicable).

Data in these tables reflect revisions made by the source agencies through Janu-
ary 27, 2006. In particular, tables containing national income and product ac-
counts (NIPA) estimates reflect revisions released by the Department of Com-
merce in July 2005.
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NATIONAL INCOME OR EXPENDITURE

TABLE B—1.—Gvross domestic product, 1959-2005
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Personal consumption expenditures

Gross private domestic investment

Gross
Year or f
domestic Non-
quarter product | Total Durable durable Serv- Total
goods g00ds ices

Fixed investment

Nonresidential

Equip- Resi
Total ment est-
Total Stturrl:zcs and dential
soft-
ware

Change
in
pri-
vate
inven-
tories

1,6383(1,0344| 1335 4207 480.2| 230.2

182563 (1,151.9| 1589| 4583 53471 292.0

2,0309|1.2786| 181.2| 4971 600.2| 3613

229471 1, 20171 550.2 676.6| 438.0
2,563.3

2,789.51 1, 21421 696.1 846.9| 4793

3,128411, 23131 7589 9508 | 5724

3,266.01 2, 24021 7876\ 1,0494| 5172

3,536.7 | 2, 2808 8312 1178.6| 5643

3933212, 3265 8846\ 12922| 7356

4220312, 3635 9287 1428.1| 7362

446282, 403.0| 9584 15383 7465

4739513, 421.7) 1,0163| 16633 785.0

5103813, 453.6| 10835 1816.5| 821.6

5484413, 4718| 1,166.7| 1,960.0| 874.9

5803.113, 4742| 12499 2,1159| 861.0

5995913, 453.9| 12848 22474 8029

6,337.7 | 4, 483.6| 13305 2421.2| 864.8

6,657.4 | 4, 526.7| 13794\ 2571.8| 9534

707224, 58221 14372\ 2723.9|1,097.1

7,397.7 | 4, 6116 14851\ 2879.1|1,144.0

7,816.91 5, 652.6 | 1,555.5| 3,048.7|1,240.3

830435, 692.7| 1,619.0) 3,235.8|1,389.8

8,747.0 |5, 750.2 | 1,683.6| 3,445.7|1,509.1

9,268.4 | 6, 817.6| 1,8048| 3,660.0|1,625.7

9,817.0 1,947.2| 3928817355

28.0 2,017.1| 41543116143

69.6 2,079.6| 4,347.211,582.1

1.2 2,189.01 4,570.81,670.4

7343 2,368.3| 4,858.21928.1

4 2,564.3| 5155.92,099.5

3 2,04491 42702 1,564.1

6 2,0789| 43252115714

4 2,085.1| 43714115929

1 2,109.7| 4,421.8]1,600.1

0 2,156.0| 4,479.511,610.0

6 2,153.1| 4,540.0(1619.3

4 2,2135| 4,594.21,694.2

0 2,2336| 4,669.5|1,757.9

1 2,302.7| 4,755.411818.2

. 2,356.2| 4815919285

2,3784| 4,891.0/1961.2

2,437.1| 49704 12,0045

24766 5041820585

2,533.7| 5107.812,054.4

2,6049| 5188320995

2,642.0| 5285921857

746| 465 18.1 284 281
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See next page for continuation of table.
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TABLE B—1.—Gvoss domestic product, 1959—2005—Continued
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Net exports of goods

and services

Government consumption expenditures
and gross investment

Percent change
from preceding

Final Gross Aggren'?’ period
Year or Federal sales of || domes- || @0
quarter | ey Nation- State || || || naonal | os% | nee
exports Exports | Imports | Total Total al l\fjuerl— éggl product || chases! ;chotdz— tic tic
de- fense prod- pur-
fense uct |chases!
0.4 22.7 223 110.0 65.4 53.8 8.4 85
42 27.0 228 1116 64.1 53.4 39 3.2
49 21.6 22,71 1195 67.9 56.5 35 34
11 29.1 2500 130.1 753 61.1 15 1.7
49 311 26.1] 1364 76.9 61.0 55 54
6.9 35.0 28.11 1432 78.5 60. 14 12
5.6 37.1 315 1515 80.4 60. 8.4 8.6
39 40.9 37.11 1718 92.5 71. 9.5 9.9
3.6 435 39.9] 192.7| 104.8 83. 5.7 58
14 47.9 46.6| 2094 1114 89. 9.3 9.6
14 51.9 50.5| 2215 1134 89. 8.2 8.2
4.0 59.7 55.8| 233.8| 1135 87. . . 5.5 52
6 63.0 62.3] 2465 1137 84, . . 8.5 89
-34 70.8 7421 2635 1197 87. . . 9.9 10.2
41 . . 122.5 88. 6.8 . 11.7 11.0
-8 134.6 95. 6.0 . 85 89
6.0 149.11 103 46 2.4 9.2 8.1
1.6 159.7) 111 8.2 6.9 114 12.6
. 1754 120 8.6 4.0 11.3 12.4
190.9]  130. 8.9 0.1 13.0 13.0
210.6|  145. 5.3 59 11.7 11.5
2438| 168. 5.8 2.6 8.8 84
280.2| 196. 8.6 1.0 12.2 12.1
3108  225. 9.9 5.0 4.0 43
3429 250.7 2.4 8.3 8.7 9.6
374.4| 2816 7.8 5.9 11.2 12.5
412.8| 3112 8.4 55 13 74
4386 3309 6.3 5.6 5.7 6.0
460.1)  350.0 2.3 4.7 6.2 6.3
4623 3549 5.3 42 1.7 6.7
482.2| 3622 6.7 2.5 75 6.9
508.3| 374.0 8.5 11 58 55
527.7| 383.2 6.3 3.4 33 2.4
533.9| 3769 14 1.0 5.7 58
525.2|  362.9 6.6 2.4 5.0 55
519.1f 3537 8.4 58 6.2 6.6
519.2| 3487 6.5 9.0 16 45
527.4| 3546 6.1 3.1 5.7 5.7
530.9| 3496 2.3 5.9 6.2 6.2
5304 3457 6.2 6.9 53 6.0
555.8|  360.6 1.5 8.9 6.0 7.0
578.8| 3703 . . 0.5 6.4 59 7.0
612.9| 3926 . . 9.7 5.0 3.2 2.9
679.7| 4371 . . 7.7|(10,894.0 34 3.8
754.8|  496.7 . . 5.8 2.1 48 53
827.6| 552.7 .9|1,388. 78.9 8.3 1.0 1.7
874.8| 5853 289.5/1,484.9(/12,464.2|/13,205.2| . . 6.4 6.9
6549 4182| 236.61,257.2((10,341.6]/10,706.4||10,359.5 43 49
675.2| 431.1| 244.111,273.1/|10,424.0/(10,842.7|/10,443.3 3.7 5.2
682.0/ 438.0| 243.9/1,289.8((10,501.4]/10,961.2|/10,557.0 3.9 44
706.6| 461.1| 245.5/1,305.9){10,563.9({11,065.7|/10,641.1 2.4 3.9
72401 467.2| 256.8/1,330.4//10,695.2||11,219.6/10,761.9 48 5.7
763.41 507.2| 256.3/1,327.1//10,845.0|/11,345.2|{10,911.4 18 46
761.8|  500.3| 261.5/1,344.4//11,076.9|/11,582.8|(11,154.8 9.3 8.6
770.0{ 512.0f 258.0/1,346.5||11,206.2||11,741.1||11,329.2 5.5 5.6
808.3| 538.7| 269.6/1,357.9|/11,411.6\(12,016.7|[11,540.1 8.1 9.7
824.6| 547.2| 277.411,380.4|11,594.2\(12,279.1||11,712.8 15 9.0
836.5| 562.9| 273.6/1,395.9|/11,766.3|(12,456.8|/11,867.3 53 59
840.8| 562.0| 278.8/1,419.1|11,943.3|(12,680.6(/12,032.0 6.1 14
860.2| 575.3| 285.0|1,441.7((12,138.9]/12,896.3||12,238.2 7.0 7.0
869.8| 582.5| 287.3|1467.7|(12,382.1]/13,069.0||12,413.5 6.0 5.5
892.2| 6017 290.5/1,500.4(12,625.4|/13,336.1||12,650.0 7.6 84
876.9| 581.6| 295.3]1529.9((12,710.5([13,519.3|| .ccoeevvveecee 42 5.6

1 Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2@DP plus net income receipts from rest of the world.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—2.—Real gross domestic product, 1959-2005
[Billions of chained (2000) dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Personal consumption expenditures Gross private domestic investment

Fixed investment

10,704.1| 7,536.6| 1,072.5
10,8089 | 7,617.5| 1,100.4
10,897.1| 7,698.8| 1,115.1
10,999.3| 7,764.9| 11223
11,089.2| 7,829.5| 11439
11,202.3 | 7,907.9| 1,169.7
11,233.5| 7,930.2| 11147

See next page for continuation of table.

N Change
Gross Nonresidential :
Yﬁghgi domestic Durable | ,Non- e
q product | Total durable | Services | Total Equip- . D
goods Resi vate
goods Tatal Struc- ment | dential | inven-
Total and ;
tures soft- tories
ware
266.7
266.6
264.9
298.4
3185
3447
393.1
421.7
408.1
4319
457.1
427.1
475.7
532.1
594.4
550.6
453.1
544.7
627.0
702.6
725.0
6453
7049
606.0
662.5
857.7
849.7
8439
870.0
890.5
926.2
4535] 1484.0( 28517 895.1 886.6 595.1 2752 . 154
42791 1,480.5| 2,900.0 822.2 829.1 563.2 2446 . -5
453.01 1510.1| 3,000.8 889.0 878.3 581.3 229.9 371.1| 307.6 16.5
48841 15504 3,085.7 968.3 953.5 631.9 2283 41741 3327 20.6
529.4| 1,603.9| 3,176.6| 1,099.6| 1,042.3 689.9 2323 467.2| 364.8 63.6
552.6| 1,638.6| 3,259.9| 1,134.0| 1,109.6 762.5 247.1 523.1| 3531 29.9
595.9| 1,680.4| 3,356.0| 1,2343| 1209.2 833.6 261.1 578.7| 3813 28.7
646.9| 1,7253| 3,468.0| 1387.7| 1,320.6 934.2 280.1 658.3| 3886 71.2
720.3| 1,7944| 3,615.0| 1524.1| 1,455.0| 1,037.8 294.5 745.6| 4183 72,6
804.6| 1,876.6| 3,758.0| 16426 1576.3| 11333 2932 840.2| 4436 68.9
863.3| 1,947.2| 3,9288| 17355| 1679.0| 12321 3132 918.9| 4469 56.5
900.7| 1,986.7| 4,023.2| 15984 1629.4| 11805 306.1 874.2| 4485 -31.7
964.8| 2,037.1| 4,100.4| 1557.1| 1544.6| 10715 253.8 820.2| 469.9 12.5
1,0285| 2,101.8| 4,183.9| 1617.4| 1,600.0| 1,085.0 2431 846.8| 5094 15.5
1,089.9| 12,2004 43109| 1809.8| 1,755.1| 1,186.7 248.4 947.6| 5618 52.0
1,137.7| 2,298.0| 4,438.0| 19156| 1,896.1| 12876 253.1| 1,049.8| 602.1 17.2
9484 2,026.8| 4,069.4| 15417 1551.5| 1,090.3 2703 820.9| 459.01 -10.2
956.9| 12,0334 4,095.7| 1549.01 15459| 10733 256.4 819.0| 469.5 2.6
983.4| 12,0350 4109.0| 15709 1,543.2| 1,068.0 2458 825.7| 4718 28.0
970.4| 2,053.1| 4,127.4| 1,567.0| 1,537.8| 1,054.5 242.5 8154 4793 29.5
979.1| 2,069.5| 4,146.5| 15653 1,540.9| 1,051.6 237.3 818.7| 4848 24.0
1,014.0| 2,079.1| 4169.7| 15758| 1573.7| 1,072.9 244.8 832.0| 496.0 -4
1,061.0| 2,121.2| 4,190.2| 1640.6| 1629.0f 1,101.8 2447 862.4| 5212 9.3
A 1,0600| 2137.3| 42294| 1,687.9| 1,656.3| 11137 2455 874.0| 5357 29.0
10,612.5| 7,501.4| 1,071.6| 2171.9| 4,269.0| 1,729.1| 1,684.4] 11351 243.4 899.1| 5424 119
2,186.1| 4,288.6| 1813.0| 17445| 1171.6
2,2069| 4,324.0| 1,833.4| 1780.2| 1,204.8
2,236.5| 4362.1| 1,863.9| 1811.3| 12351
2,265.6| 43920\ 19029 1,8422| 1,252.2
2,2859| 44176 1,8850| 1,884.7| 1,279.0
2,305.8| 4,453.5| 1,909.4| 19215| 13052
2,334.7| 4,489.1| 1,965.1| 1,9359| 13142
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TABLE B—2.—Real gross domestic product, 1959—2005—Continued
[Billions of chained (2000) dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Net exports of goods
and services

Government consumption expenditures
and gross investment

Adden-

Percent

change

from preceding

Final Gross dum: period
Year or Federal sales of || domes- Gross

quarter | et Nation- State || > | || national | Bross | Se

exports Exports | Imports | Total Total deg_ Ndoerr lgggl product || chases ;:Jrcotdg D:IU% ptlijcr_
uct |chases!
2,485.9|| 24574 7. 7.1

2,529.6|| 25194 2. 1.

2,587.6|| 25793 2. 2

2,751.4|1 2,736.9 6 6.

2,866.0|| 2,857.2 4 4.

3,023.2|| 3,023.6 5. 5.

, 32173 6. 6.

) ' 6. 6.

) , 2 2.

) ) 1 5

) 3 3

WO~~~ NODOODITTGT USSR RRRWW WWWWw
LN B OLUTWR DD RNORI-NIT NOOUTNIWWI=WO00 00~ BN

10,418.0
10,488.5
10,560.4
10,604.1

10,644.7
10,753.8
10,923.1
11,027.6

11,168.8
11,297.4
11,407.0
11,522.0

11,6354
11,694.8
11,811.2
11,875.1

10,119.
10,143

10,182.
10,294.
10,474.
10,590.

10,689.5
10,747.7
10,854.1
10,931.8

11,036.3
11,122.5
11,243.2
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1Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2@DP plus net income receipts from rest of the world.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—3.—Quantity and price indexes for gross domestic product, and percent changes, 1959-2005
[Quarterly data are seasonally adjusted]

Gross domestic product (GDP)
Index numbers, 2000=100 Percent change from preceding period !
Year or quarter Real GDP GDP GDP 0P Real GDP GDP GDP
(chain-type | chain-type implicit (current (chain-type | chain-type implicit
quantity price price dollars) quantity price price
index) index deflator index) index deflator

1959 24.868 20.754 20.751 8.4 7.1 1.2 1.2
1960 25.484 21.044 21.041 39 2.5 14 14
1961 26.077 21.281 21.278 35 23 11 11
1962 27.658 21.572 21.569 15 6.1 14 14
1963 28.868 21.801 21.798 55 44 11 11
1964 30.545 22.134 22.131 14 58 15 1.5
1965 32.506 22.538 22.535 8.4 6.4 1.8 1.8
1966 34.625 23.180 23.176 9.5 6.5 2.8 2.8
1967 35.496 23.897 23.893 5.7 2.5 3.1 3.1
1968 37.208 24.916 24913 9.3 48 43 43
1969 38.356 26.153 26.149 8.2 31 5.0 5.0
1970 38.422 27.538 27.534 55 2 53 5.3
1971 39.713 28.916 28911 85 34 5.0 5.0
1972 41815 30.171 30.166 9.9 53 43 43
1973 44.224 31.854 31.849 11.7 58 56 5.6
1974 44.001 34.721 34.725 85 -5 9.0 9.0
1975 43.916 38.007 38.002 9.2 -2 9.5 9.4
1976 46.256 40.202 40.196 114 53 58 5.8
1977 48.391 42.758 42.752 113 46 6.4 6.4
1978 51.085 45.762 45.757 13.0 5.6 1.0 7.0
1979 52.699 49.553 49.548 11.7 32 83 8.3
1980 52.579 54.062 54.043 8.8 -2 9.1 9.1
1981 53.904 59.128 59.119 12.2 25 9.4 9.4
1982 52.860 62.738 62.726 40 -19 6.1 6.1
1983 55.249 65.214 65.207 8.7 45 39 4.0
1984 59.220 67.664 67.655 11.2 7.2 3.8 3.8
1985 61.666 69.724 69.713 13 41 3.0 3.0
1986 63.804 71.269 71.250 5.7 35 2.2 2.2
1987 65.958 73.204 73.196 6.2 34 2.7 2.7
1988 68.684 75.706 75.694 1.7 41 34 34
1989 71.116 78.569 78.556 75 35 38 3.8
1990 72451 81.614 81.590 58 1.9 39 3.9
1991 72.329 84.457 84.444 33 -2 35 35
1992 74.734 86.402 86.385 5.7 33 2.3 2.3
1993 76.731 88.390 88.381 5.0 2.7 2.3 2.3
1994 79.816 90.265 90.259 6.2 4.0 2.1 2.1
1995 81.814 92.115 92.106 46 2.5 2.0 2.0
1996 84.842 93.859 93.852 5.7 3.7 1.9 1.9
1997 88.658 95.415 95.414 6.2 45 17 1.7
1998 92.359 96.475 96.472 53 42 1.1 11
1999 96.469 97.868 97.868 6.0 45 14 14
2000 100.000 100.000 100.000 59 3.7 22 2.2
2001 100.751 102.402 102.399 3.2 8 24 2.4
2002 102.362 104.193 104.187 34 1.6 1.7 1.7
2003 105.130 106.310 106.305 48 2.7 2.0 2.0
2004 109.562 109.102 109.099 1.0 42 26 2.6
2005~ 113.386 112.144 112.113 6.4 35 28 2.8
2002:1 101.633 103.553 103.568 43 2.7 17 1.5

I 102.186 103.944 103.938 37 22 15 14

I 102.788 104.347 104.328 39 24 1.6 1.5

v 102.840 104.926 104.907 24 2 22 2.2
2003:1 103.276 105.724 105.705 18 1.7 3.1 3.1

Il 104.211 106.019 106.004 18 3.7 11 11

1l 106.050 106.500 106.498 9.3 7.2 1.8 1.9

v 106.984 106.996 106.983 5.5 36 1.9 1.8
2004:1 108.104 107.951 107.958 8.1 43 36 3.7

Il 109.037 108.976 108.987 15 3.5 39 3.9

I 110.104 109.371 109.343 53 4.0 1.5 1.3

v 111.003 110.111 110.077 6.1 33 2.7 2.7
2005:1 112.044 110.950 110.905 7.0 38 3.1 3.0

I 112.959 111.655 111.622 6.0 33 2.6 2.6

I 114.112 112.567 112.527 76 41 3.3 3.3

' 114.429 113.407 113.369 42 11 3.0 3.0

L Quarterly percent changes are at annual rates.
Source: Department of Commerce, Bureau of Economic Analysis.
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Percent changes in real gross domestic product, 1959-2005

TABLE B—4.

[Percent change from preceding period; quarterly data at seasonally adjusted annual rates]
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Note.—Percent changes based on unrounded data.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—5.—Contributions to percent change in real gross domestic product, 1959-2005
[Percentage points, except as noted; quarterly data at seasonally adjusted annual rates]

Personal consumption expenditures Gross private domestic investment
dGross Fixed investment
omes-
Year or t(ijc " N Nonresidential Cheiar?ge
produc on- ;
Quarter (per- | Total D”gggsle durable S.g:g Total Equip- Resi- \Par{e
cent ; goods Total Struc- | ™M | dential | inven-
change) Total | %res Saor;;i tories
ware
71 3.55 0.97 1.25 1.33 2.80 1.94 0.73 0.09 0.64 121 0.86
2.5 1.73 17 A4 1.12 .00 13 .52 28 240 -39 -13
2.3 1300 -31 .53 1.08| -10| -.04| -06 050 —11 01 —05
6.1 311 .89 .90 1.31 1.81 1.24 78 .16 61 46 57
14 2.56 a7 .59 1.20 1.00 1.08 .50 .04 A6 58| —.08
5.8 371 a7 1.33 1.61 1.25 1.37 1.07 .36 71 300 -13
6.4 391 1.07 143 1.42 2.16 1.50 1.65 .57 1.07) -15 .66
6.5 3.50 73 1.46 131 1.44 87 1.29 21 1.02) -43 .58
2.5 1.81 13 42 126 -76| -28, -15| -104 —05| -13| -49
18 3.50 93 1.19 1.38 .90 1.00 46 .06 41 531 -10
3.1 2.27 31 .69 1.28 .90 .90 78 20 .58 13 .00
2 1421 -28 .61 1.08| -104| -31| -06 01 07| =264 -73
34 2.38 81 A7 1.09 1.67 1.10 00 -06 .07 110 58
53 3.80 1.07 1.11 1.61 1.87 1.81 .92 12 81 .89 .06
58 3.05 .90 .82 1.33 1.96 1.46 1.50 31 119, -.04 .50
-5 -47) -61] =51 65 -130| -1.04 091 -09 A8 -113| =27
-2 1.42 .00 37 1.05| -298| -171| -1.14| -43, -70| -57| -1.27
53 3.48 1.04 1.24 1.19 2.84 1.42 .52 .09 43 90 141
46 2.68 .80 .60 1.27 243 218 1.19 15 1.04 .99 25
56 2.76 A7 91 1.38 2.16 2.04 1.69 54 115 35 12
3.2 152 -03 .65 .90 .61 1.02 1.23 52 J1 =21 -41
-2 =17 -65| -.04 52| -212| -121| -.04 270 =30 -117) =91
2.5 90 .09 .29 51 1.59 .39 74 40 340 =35 1.20
-19 87 .00 23 65| -255| -122| -51| -09| -42| -71| -134
45 3.65 1.07 .80 1.79 145 117 -16| =57 41 1.33 29
7.2 3.44 1.15 93 1.36 4.63 2.68 2.05 .60 1.44 .64 1.95
11 331 .83 .61 187 =17 .89 .82 .32 .50 07| -1.06
3.5 2.62 .83 18 .01} -12 200 =36 =50 .15 55| =32
34 2.17 .16 52 1.50 51 090 01| =11 10 10 42
41 2.66 53 70 1.43 .39 .52 57 .02 S5 =051 -14
35 1.86 .19 .59 1.07 .64 47 61 .07 541 -14 17
1.9 1341 -02 33 1.03] -53| -32 .05 .05 000 =37 -21
-2 AL —46  -.05 62| -120| -94| -57| -39, -18| -37| -26
33 2.18 A4 43 131 1.07 79 320 -18 .50 A7 29
2.7 2.23 .59 .56 1.09 1.21 1.14 831 -02 85 31 07
4.0 2.52 .66 71 1.14 1.93 1.30 91 .05 87 .39 63
2.5 1.81 .36 A4 1.01 A48 94 1.08 17 91 -14| -46
3.7 2.31 .64 51 1.15 1.35 1.34 1.01 16 85 33 .02
45 2.54 .0 .53 131 1.95 1.42 1.33 21 1.12 .08 .54
42 3.36 93 78 1.66 1.63 1.60 1.28 16 1.12 32 .03
45 3.44 .99 .89 1.56 1.33 1.36 1.09) -01 111 271 -03
3.7 3.17 .63 74 1.80 .99 1.09 1.06 21 85 031 =10
8 1.74 37 40 971 -139| -50| -52| -07| -44 02 -88
1.6 1.90 .61 .50 g9 41| -84 -106| -55| =51 22 43
2.7 2.05 .57 .63 .85 .58 .54 A3 =11 24 41 .05
42 2.71 51 94 1.27 1.82 1.47 .92 .06 .86 .55 .35
35 2.49 37 .90 1.22 .96 1.28 87 .05 82 420 =32
2.7 101 -39 .65 75 1.92) -1.04| -150| -60| -90 46 2.95
2.2 1.64 31 .26 1.07 300 -23| -66| -58| .09 43 53
24 1.57 .98 .06 54 871 =12 =21\ -44 23 .09 .98
2 97| -47 .70 JA 14 =21 52| 14| -38 30 .08
1.7 1.70 31 .63 6] -03 A3 -10| -22 12 231 -16
37 2.55 1.23 37 94 42 1.26 79 .32 47 A7 -84
12 413 1.64 1.65 .84 2.53 2.15 1.08 .00 1.09 1.07 .38
3.6 2.15| .03 .61 1.57 1.78 1.03 43 .03 40 .59 .75
43 3.27 .38 1.31 1.58 1.52 1.04 761 -09 85 28 A8
35 1.33 .03 .53 a7 3.10 222 1.29 22 1.07 .93 87
4.0 3.05 .88 .18 1.39 75 131 1.15 .04 1.12 151 56
33 3.01 A5 1.09 147 1.11 1.13 1.04 12 .92 091 -03
38 244 22 1.07 1.15 142 1.12 58| -.05 64 54 29
3.3 2.35 .64 4 97| -63 1.51 .90 .07 83 62| -2.14
41 2.85 .76 73 1.36 .87 1.31 .88 .06 .82 43| -43
1.1 79| -1.56 1.04 1.32 1.95 51 30 .02 28 21 145
See next page for continuation of table.
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TABLE B—5.—Contributions to percent change in real gross domestic product, 1959-2005—Continued
[Percentage points, except as noted; quarterly data at seasonally adjusted annual rates]

Net exports of
goods and services

Government consumption expenditures
and gross investment

Year or Exports Imports Federal
quarter Net Total N Sta}je
exports Serv- Sery- | 0@ e | nop- | @n
Total | Goods ices Total | Goods ices Total dtelfoennasle defense local
0.00( 045| -0.02| 048] -045 -048| 0.03 0.76 042 -023| 065 034
12 78 76 021 -06 051 —11 03] =35 -17] -18 .39
.06 .03 02 .01 03 .00 .02 1.07 51 A5 .06 .56
=21 25 17 08 —47| -401 -07 1.36 1.07 .63 A4 29
24 .35 29 06 —-12| -12 .00 .58 01 -25 .26 57
.36 .59 52 071 -23| =19, -.04 491 -17| -40 23 .65
-30 .15 02 A3 —45| 41} -.04 .65 00 -19 .19 .66
-29 .36 27 09 -65) -49, -16 1.87 1.24 1.21 .03 .63
-22 12 02 A0 =34 171 -16 1.68 117 1.19] -02 51
-30 A1 30 A0 -70| -68) -.03 73 .10 16| -.06 .63
-.04 25 20 05 -29| -20) -09| -06| -42| -49 .06 37
.34 .56 44 A2 -22| -15| -07| -55| -86| -83| -.03 31
-19 A0 -02 AL =29 =33 041 -50| -85 -97 12 .36
=21 42 431 -01| -63| -57| -06| -16| -42| -6l .18 .26
.82 1.12 1.01 AL =29 =34 050 08| -41| -39| -.02 .33
15 .58 4 12 18 17 .00 .52 08| -05 13 44
891 05 -16 10 94 87 07 A8 03] -06 .09 45
-1.08 37 31 05 -145| -135) =10 .10 00 -02 .03 .09
-2 .20 08 AL =92 -84 -07 23 .19 .07 12 .04
.05 82 68 A5 =78 -67| =11 .60 22 .05 .16 .38
.66 .82 71 06 -16| 14, -02 37 .20 17 .03 17
1.68 97 86 11 71 67 04 .38 .39 25 A4 01
-15 120 -09 211 =271 -18| -.09 .19 42 .38 04 -23
-60| -73| -67| -06 12 20] -.08 .35 .35 481 -13 .01
-135| -22 -19| -03| -1.13| -1.00f -.13 71 .63 .50 13 13
-1.58 .63 46 17| =221 -183| -39 .70 .30 350 =05 40
-A42 23 20 02 -65| -52 -13 141 74 .60 14 .67
-.30 .54 26 28 -84 -82| -.02 1.27 55 A7 .08 71
17 78 56 211 -6l =39, -22 .52 .36 .35 .01 17
.82 1.24 1.04 200 —-42| -36| -.07 271 =15 =03 -.12 42
.52 .99 75 24 47| -38) -10 52 A4 -03 17 .39
43 81 56 260 -39 -26 -13 .64 .18 .00 .18 A6
.69 .63 46 .16 .06 .01 .05 230 -02 07 .06 24
-.04 .68 52 A6 =72 =71 .05 Al =150 =32 17 .26
-59 .32 23 09 -91| -85 -06| -18| -35| =33 -.02 17
-A43 .85 67 18 -129| -1.18| -11 00 =30 -27| -03 .30
11 1.04 85 190 -9 -87| .06 A0 -200 -19] -01 .30
-14 91 68 22| -1.05) -94| -11 181 -08| -07] -.02 .26
-3 1.30 111 19 -164| -145) -19 340 -07) -13 .06 A1
-1.16 21 09 -143| -1204 -23 340 —07) -.09 .02 A1
-99 A7 29 18| -146| -131) -15 .67 14 .08 .06 .54
-.86 .93 84 09 -179| -1.55| =25 .36 05 -02 .07 31
=200 -60| -48] -12 40 .39 01 .60 .23 .15 .08 37
-69] -23| -28 06 -46| -41) -.05 .80 43 .29 14 37
-A46 17 12 05 -63| =56 -07 .53 A5 37 .08 .08
-13 .80 59 22| -1583| -1301 -23 A1 .36 .32 .04 .05
-28 .68 49 A8 -9 -86| -.09 .32 14 A1 .04 18
-97 A7 =11 59 -144| -95| -48 79 .36 14 22 43
-.62 .96 88 08| -158| -165 .07 .88 .76 A5 31 12
-49 21 14 A3 =76 -72| .04 43 .20 17 .03 23
-152| -31| -64 33 -l21) =90 -31 .89 .64 .59 .05 .25
08| -29 09| -38 37 32 051 —.05 03] -15 181 -.08
-66| -20 00| -20| -46) -71 .26 1.37 1.40 146 -06| -.04
A48 1.04 58 A6 =56 -10| -46 Al =140 =31 17 25
- A7 1.69 1.05 64 -216| -191| -25 .10 21 350 14 -11
-1.16 49 50| -01| -165 -141| -23 .62 71 .60 AL 09
-137 .67 53 A4 =203 -171) =32 43 22 .04 .19 21
=17 .53 S50 =02 =701 =59 -1l .35 .25 Al -16 .10
-98 70 25 44| -168| -160| -.08 A7) -04) -16 12 21
2005:1 40 74 37 37 -114| -1.05) -10 35 17 14 .03 .19
Il . 111 1.07 1.08) -01 .04 151 =11 47 17 171 =01 31
Il -12 .26 23 03] 38| -46 .09 .54 .52 46 .06 .03
Ve .. -1.18 25 27 -03| -142| -132| -11| -45| -50| -.66 .15 .05

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—6.—Chain-type quantity indexes for gross domestic product, 1959-2005
[Index numbers, 2000=100; quarterly data seasonally adjusted]

Personal consumption expenditures

Gross private domestic investment

Fixed investment

Year or d%:ﬁ:; N Nonresidential
A on-
Quarter prottlicuct Total Dguurgé)sle durable | Services | Total Equip- Resi-
goods Total ment H
Total Struc- and dential
tures soft-
ware

24868 | 23.067 | 10.822 | 33.491 | 20.794| 15367 | 15736 | 10.760 | 36.530 6.065 | 37.820
25484 | 23702 | 11.041| 33.994 | 21720 | 15362 | 15870 | 11.371| 39.433 6.322 | 35.129
26.077 | 24191 | 10.622 | 34.621 | 22.626 | 15261 | 15820 | 11.299| 39.966 6.200 | 35.227
27.658 | 25389 | 11.865| 35710 | 23747 | 17.197 | 17.248 | 12284 | 41.775 6917 | 38.604
28.868 | 26436 | 13.017 | 36.463 | 24.830| 18351 | 18584 | 12.966 | 42.239 7.500 | 43.154
30.545 | 28.020 | 14.222 | 38.248 | 26.345| 19.863 | 20.378 | 14.504 | 46.626 8.457 | 45.662
32,506 | 29.791 | 16.025| 40.277 | 27.749 | 22.650 | 22.459 | 17.031 | 54.058 | 10.007 | 44.329
34.625 | 31484 | 17.377 | 42487 | 29.129 | 24.644 | 23.745| 19.160 | 57.751 | 11.609 | 40.362
35496 | 32422 | 17.648 | 43.157 | 30.552 | 23517 | 23306 | 18.900 | 56.284 | 11532 | 39.092
37.208 | 34.284 | 19.594 | 45126 | 32.148 | 24.887 | 24.935| 19.746 | 57.102 | 12.250 | 44.421
38.356 | 35558 | 20.289 | 46.326 | 33.691 | 26.338 | 26.486 | 21.246 | 60.189 | 13.334| 45733
38422 | 36381 | 19.631| 47436 | 35038 | 24.608 | 25931 | 21.134| 60.364 | 13.201 | 42.998
39.713 | 37.770 | 21.593 | 48.294 | 36.400 | 27.413 | 27.894 | 21.135| 59.370 | 13332 | 54.789
41.815 | 40.082 | 24336 | 50422 | 38469 | 30.658 | 31.246 | 23.072 | 61.201 | 15.052 | 64.526
44224 | 42.048 | 26.849 | 52.068 | 40.274 | 34.249 | 34.101 | 26.429 | 66.200 | 17.812| 64.112
44001 | 41729 | 25.001 | 51.020 | 41216 | 31.729 | 31971 | 26.653 | 64.785 | 18.268 | 50.877
43916 | 42683 | 24996 | 51.771 | 42743 | 26.111| 28541 | 24.022 | 57.984 | 16.529 | 44.271
46.256 | 45041 | 28.187 | 54.301 | 44475| 31.387 | 31356 | 25.200 | 59.390 | 17.562 | 54.698
48.391 | 46.950 | 30.809 | 55.609 | 46.392 | 36.130 | 35863 | 28.045| 61.841 | 20.208 | 66.440
51.085 | 49.012 | 32.435| 57.687 | 48.558 | 40.486 | 40.205 | 32.243 | 70.769 | 23.284 | 70.623
52.699 | 50.204 | 32.325| 59.226 | 50.044 | 41776 | 42473 | 35489 | 79.731 | 25318 | 68.032
52.579 | 50.065 | 29.788 | 59.137 | 50.921 | 37.182 | 39.708 | 35388 | 84.350 | 24.407 | 53.636
53.904 | 50.779 | 30.149 | 59.839 | 51.773 | 40.615| 40.591 | 37.398 | 91.074 | 25445 | 49.336
52.860 | 51.493 | 30.128 | 60.409 | 52.865| 34918 | 37.737 | 35981 | 89.528 | 24.122 | 40.378
55.249 | 54436 | 34.535| 62417 | 55760 | 38.172| 40491 | 35518 | 79.865 | 25420 | 57.093
59.220 | 57.325 | 39.577 | 64.898 | 58.026 | 49.420 | 47.331 | 41.788 | 91.016 | 30.462 | 65.566
61.666 | 60.303 | 43.577 | 66.665 | 61.303 | 48.963 | 49.823 | 44.561 | 97.502 | 32.397 | 66.604
63.804 | 62.749 | 47.785| 69.060 | 63.111 | 48.629 | 50.403 | 43.287 | 86.817 | 33.011| 74.776
65.958 | 64.840 | 48616 | 70.715| 65843 | 50.130 | 50.682 | 43.259 | 84.340 | 33.463 | 76.269
68.684 | 67.468 | 51.549 | 73.016 | 68.506 | 51.309 | 52352 | 45.520 | 84.885 | 35987 | 75.496
71.116 | 69.369 | 52.686 | 75.044 | 70.555| 53.369 | 53.928 | 48.063 | 86.583 | 38.624 | 73.204
72451 | 70.782 | 52.532 | 76.209 | 72.583 | 51.574 | 52.803 | 48302 | 87.867 | 38.636 | 66.887
72329 | 70.903 | 49.564 | 76.033 | 73.812 | 47378 | 49379 | 45712 | 78.091 | 37.643 | 60.460
74734 | 73224 | 52470 | 77.553 | 76379 | 51.223 | 52312 | 47.179 | 73423 | 40.387 | 68.825
76.731 | 75672 | 56.577 | 79.619 | 78.540 | 55.795| 56.788 | 51.287 | 72.891 | 45428 | 74.446
79.816 | 78.504 | 61321 | 82.369 | 80.854 | 63.358 | 62.079 | 55.999 | 74.180 | 50.846 | 81.621
81.814 | 80.623 | 64.011 | 84.152 | 82973 | 65340 | 66.090 | 61.885 | 78.903 | 56.930 | 79.005
84842 | 83382 | 69.025| 86.300 | 85.420| 71.123 | 72.018 | 67.661 | 83.354 | 62981 | 85.331
88.658 | 86.533 | 74.935| 88.605 | 88270 | 79.961 | 78657 | 75820 | 89.432 | 71641 | 86.947
92.359 | 90.896 | 83.432 | 92.154 | 92011 | 87.821 | 86.657 | 84.232 | 94.019 | 81.137 | 93.597
96.469 | 95537 | 93.192 | 96.374 | 95.652 | 94.647 | 93.884 | 91.980 | 93.619 | 91.437 | 99.254
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
100.751 | 102.537 | 104.327 | 102.027 | 102.403 | 92.103 | 97.047 | 95817 | 97.737 | 95.136 | 100.357
102.362 | 105.340 | 111.752 | 104.614 | 104.366 | 89.724 | 91.997 | 86.969 | 81.029 | 89.265 | 105.149
105.130 | 108.416 | 119.134 | 107.938 | 106.493 | 93.195 | 95297 | 88.063 | 77.621 | 92.154 | 113.989
109.562 | 112.601 | 126.245 | 113.000 | 109.725 | 104.286 | 104.534 | 96.314 | 79.314 | 103.126 | 125.714
113.386 | 116.600 | 131.777 | 118.014 | 112.960 | 110.379 | 112.929 | 104.510 | 80.802 | 114.250 | 134.732
101.633 | 104.494 | 109.858 | 104.085 | 103.579 | 88.835 | 92.405 | 88489 | 86.299 | 89.335| 102.707
102.186 | 105.106 | 110.840 | 104.426 | 104.247 | 89.255 | 92.076 | 87.116 | 81.879 | 89.130 | 105.066
102.788 | 105.695 | 113.908 | 104.507 | 104.585 | 90.517 | 91.914 | 86.687 | 78.500 | 89.855 | 105.582
102.840 | 106.066 | 112.404 | 105.439 | 105.055 | 90.290 | 91.593 | 85.584 | 77.438 | 88.739 | 107.242
103.276 | 106.719 | 113.407 | 106.282 | 105.539 | 90.194 | 91.779 | 85353 | 75.763 | 89.097 | 108.474
104.211 | 107.678 | 117.456 | 106.775 | 106.131 | 90.798 | 93.732 | 87.082 | 78.173 | 90.549 | 110.989
106.050 | 109.219 | 122.891 | 108.934 | 106.652 | 94.533 | 97.023 | 89.423 | 78.146 | 93.852 | 116.631
106.984 | 110.046 | 122.784 | 109.762 | 107.649 | 97.257 | 98.652 | 90.394 | 78.400 | 95.117 | 119.861
108.104 | 111.307 | 124.119 | 111.540 | 108.657 | 99.632 | 100.323 | 92.126 | 77.704 | 97.851 | 121.376
109.037 | 111.829 | 124.231 | 112.267 | 109.156 | 104.469 | 103.905 | 95.095 | 79.361 | 101.364 | 126.441
110.104 | 113.030 | 127.463 | 113.337 | 110.059 | 105.644 | 106.027 | 97.790 | 79.635 | 105.087 | 127.267
111.003 | 114.236 | 129.166 | 114.857 | 111.027 | 107.398 | 107.880 | 100.246 | 80.554 | 108.201 | 127.772
112.044 | 115.217 | 129.999 | 116.351 | 111.789 | 109.645 | 109.722 | 101.633 | 80.145 | 110.376 | 130.695
112.959 | 116.176 | 132.499 | 117.392 | 112.440 | 108.615 | 112.252 | 103.806 | 80.680 | 113.274 | 134.100
114.112 | 117.338 | 135492 | 118.413 | 113.353 | 110.023 | 114.443 | 105935 | 81.123 | 116.170 | 136.484
114.429 | 117.670 | 129.119 | 119.900 | 114.260 | 113.234 | 115.300 | 106.665 | 81.259 | 117.180 | 137.648

See next page for continuation of table.
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TABLE B—6.—Chain-type quantity indexes for gross domestic product, 1959-2005—Continued
[Index numbers, 2000=100; quarterly data seasonally adjusted]

Exports of goods and

Imports of goods and

Government consumption expenditures

services services and gross investment
Year or
arter Total Good Servi Total Good Servi Total e Staae
ota 00ds ervices ota 00ds ervices ota : an
National Non-
Total defense | defense local
6.198 9.641 6.908 5403 | 15462 | 41489 | 68666 | 89.447 | 33.305| 26.999
7.651 9.797 7.000 5314 | 16.669 | 41.553 | 66.779 | 87.977 | 30.672 | 28.182
71.689 9.857 6.953 5307 | 16.385| 43.639 | 69.564 | 91.851 | 31.599 | 29.918
8.031 | 10.535 7.742 6.092 | 17.150 | 46329 | 75492 | 97412 | 38.144| 30.839
8.662 | 11.070 7.951 6.339 | 17.137 | 47522 | 75540 | 95.085| 42217 | 32.696
9.849 | 11.733 8.374 6.757 | 17.579 | 48563 | 74.530 | 91.304 | 45.880 | 34.913
9.901 | 12.926 9.265 7.714 1 18.096 | 50.028 | 74.508 | 89.403 | 48995 | 37.252
10.589 | 13.814 | 10.642 8930 | 20.395| 54430 | 82.737 | 102.205 | 49.501 | 39.590
10.638 | 14.905 | 11.417 9.400 | 22.887 | 58604 | 90.960 | 115571 | 49.059 | 41.589
11481 | 16.049 | 13.118 | 11342 | 23298 | 60.436 | 91.681 | 117.416 | 47.912 | 44.048
12.082 | 16.646 | 13.866 | 11.963 | 24.767 | 60.290 | 88.525| 111.604 | 49.186 | 45.534
13.460 | 18.128 | 14.457 | 12432 | 26.059 | 58.833 | 81.997 | 101.477 | 48.674 | 46.797
13408 | 19.527 | 15229 | 13474 | 25317 | 57.553 | 75.686 | 89.980 | 50.961 | 48.232
14.849 | 19.404 | 16.943 | 15307 | 26.390 | 57.128 | 72.574 | 82.921 | 54.551 | 49.291
18.259 | 20775 | 17.729 | 16.388 | 25500 | 56.926 | 69.519 | 78322 | 54213 | 50.694
19.709 | 22.396 | 17.327 | 15932 | 25472 | 58360 | 70.134| 77.714| 57.023 | 52.603
19.252 | 23773 | 15402 | 13924 | 24367 | 59.675| 70.360 | 76.977 | 58.965| 54.536
20.165 | 24476 | 18413 | 17.073 | 26.049 | 59.940 | 70383 | 76.706 | 59.523 | 54.937
20429 | 26.055 | 20.426 | 19.153 | 27.347 | 60.598 | 71.880 | 77.597 | 62.089 | 55.137
22712 | 28234 | 22.196 | 20871 | 29.297 | 62.383 | 73.681 | 78.259 | 65.947 | 56.938
25396 | 29.103 | 22.565| 21.229 | 29.700 | 63.549 | 75.465| 80.648 | 66.640 | 57.775
28422 | 30919 | 21.066 | 19.653 | 29.037 | 64.790 | 79.043 | 84.160 | 70.373 | 57.736
28.114 | 34211 | 21.620 | 20.058 | 30.711 | 65.381 | 82.818 | 89.486 | 71.310 | 56.577
25,573 | 33.263 | 21.348 | 19.554 | 32.346 | 66.530 | 86.018 | 96.244 | 67.888 | 56.607
24.838 | 32710 | 24.041| 22210 | 34958 | 68.964 | 91.726 | 103.158 | 71.398 | 57.268
26.801 | 35627 | 29.893 | 27.584 | 43724 | 71.273| 94.550 | 108.186 | 70.035 | 59.322
27.790 | 36.051 | 31.833| 29.310 | 47.050 | 76.240 | 101.957 | 117.355| 74.169 | 63.003
29.217 | 41.325 | 34.561 | 32314 | 47638 | 80.885| 107.754 | 124.871 | 76.764 | 67.064
32.456 | 45502 | 36.602 | 33.812 | 53.205| 82.873| 111.674 | 130.779 | 76.984 | 68.041
38.572 | 49.616 | 38.039| 35181 | 55010 | 83.940 | 109.898 | 130.161 | 73.037 | 70.582
43.172 | 54723 | 39.706 | 36.686 | 57.678 | 86.110 | 111.594 | 129.518 | 79.075 | 72.994
46.810 | 60.480 | 41.139 | 37.770 | 61.430 | 88.869 | 113.873 | 129.472 | 85.651 | 75.991
50.042 | 64.082 | 40.905| 37.741 | 59.849 | 89.872 | 113.679 | 128.050 | 87.700 | 77.600
53.785 | 67.590 | 43.748 | 41.263 | 58321 | 90.342 | 111.713 | 121.708 | 93.749 | 79.318
55.534 | 69.726 | 47.576 | 45423 | 60.026 | 89.513 | 107.056 | 114.860 | 93.087 | 80.459
60.937 | 74.097 | 53.256 | 51.466 | 63.421 | 89.525| 103.050 | 109.259 | 91.957 | 82.543
68.070 | 78.793 | 57.539 | 56.104 | 65492 | 90.015| 100.254 | 105.093 | 91.613 | 84.728
74.086 | 84483 | 62.544 | 61337 | 69.094 | 90.896 | 99.091 | 103.648 | 90.955 | 86.668
84717 | 89.509 | 71.037 | 70.172 | 75600 | 92.588 | 98.066 | 100.733 | 93.320 | 89.770
86.614 | 92.077 | 79.299 | 78364 | 84222 | 94354 | 96.970 | 98.650 | 93.985 | 93.014
91.969 | 89.907 | 97.207 | 88391 | 88.078 | 90.038 | 97.987 | 99122 | 100515 | 96.646 | 97.409
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
94.565 | 93.871 | 96.302 | 97.291 | 96.833 | 99.706 | 103.412 | 103.908 | 103.936 | 103.859 | 103.162
92.430 | 90.143 | 98.104 | 100.601 | 100.377 | 101.824 | 107.969 | 111.169 | 111.578 | 110.441 | 106.354
94.064 | 91.763 | 99.776 | 105.205 | 105.288 | 104.921 | 111.009 | 118.839 | 121.447 | 114.159 | 107.042
101.970 | 99.899 | 107.119 | 116.495 | 116.830 | 114.991 | 113.398 | 125.038 | 129.970 | 116.166 | 107.487
108.850 | 106.963 | 113.569 | 123.676 | 124.643 | 119.070 | 115.305 | 127.575 | 132.915 | 117.976 | 109.071
: 90.557 | 88.206 | 96.393 | 97.172 | 96.360 | 101.358 | 106.411 | 107.667 | 107.801 | 107.428 | 105.782
Il .. 92.858 | 91.181 | 97.034 | 100.078 | 99.998 | 100.577 | 107.658 | 110.873 | 110.780 | 111.040 | 106.033
. 93.520 | 91.670 | 98.120 | 101.467 | 101.580 | 100.995 | 108.266 | 111.700 | 111.897 | 111.358 | 106.532
V. 92.784 | 89.517 | 100.870 | 103.688 | 103.572 | 104.367 | 109.539 | 114.438 | 115.835 | 111.938 | 107.067
2003:1 ... 92.103 | 89.842 | 97.714 | 103.023 | 102.892 | 103.800 | 109.454 | 114.521 | 114.772 | 114.102 | 106.895
Il .. 91.624 | 89.843 | 96.058 | 103.872 | 104.476 | 101.044 | 111.378 | 120.383 | 124.259 | 113.414 | 106.814
. 94.159 | 91.830 | 99.938 | 104.923 | 104.711 | 106.053 | 111.528 | 119.770 | 122.200 | 115415 | 107.351
V. 98.373 | 95.538 | 105.396 | 109.003 | 109.073 | 108.787 | 111.675 | 120.680 | 124.558 | 113.704 | 107.109
2004:1 99.591 | 97.292 | 105.303 | 112.134 | 112.311 | 111.401 | 112.595 | 123.791 | 128.643 | 115.064 | 106.911
. 101.269 | 99.153 | 106.532 | 115.999 | 116.225 | 115.027 | 113.236 | 124.774 | 128.908 | 117.336 | 107.377
. 102.622 | 101.120 | 106.368 | 117.328 | 117.563 | 116.317 | 113.753 | 125.881 | 131.709 | 115.399 | 107.592
v .. 104.398 | 102.031 | 110.275 | 120.518 | 121.221 | 117.217 | 114.008 | 125.704 | 130.621 | 116.865 | 108.069
2005:I 106.295 | 103.356 | 113.578 | 122.698 | 123.629 | 118.292 | 114.537 | 126.446 | 131.595 | 117.188 | 108.489
. 109.037 | 107.266 | 113.466 | 122.620 | 123.276 | 119.561 | 115.248 | 127.188 | 132.791 | 117.120 | 109.183
III 109.710 | 108.104 | 113.738 | 123.340 | 124.335 | 118.596 | 116.063 | 129.491 | 135.990 | 117.814 | 109.246
Vr 110.357 | 109.124 | 113.493 | 126.044 | 127.332 | 119.830 | 115.372 | 127.174 | 131.286 | 119.782 | 109.365

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—7.—Chain-type price indexes for gross domestic product, 1959-2005
[Index numbers, 2000=100, except as noted; quarterly data seasonally adjusted]

Personal consumption expenditures

Gross private domestic investment

Fixed investment

Year or Gross. Nonresidential
quarter | domestic Durable | (NOm- - -
product Total durable | Services Total Equip- .
goods Resi
goods Total Str ment dential
Total uc- and entia
tures soft
ware
20.754 | 20432 | 45662 | 22.765| 15485 | 29.474| 28.262| 35114 | 15923 | 50.882 | 16.630
21.044 | 20767 | 45444 | 23.089 | 15887 | 29.619 | 28414 | 35275| 15904 | 51.305| 16.743
21.281 | 20985 | 45551 | 23227 | 16.173| 29.538 | 28.325| 35.076| 15810 | 51.025| 16.769
21572 | 21.232 | 45755 | 23412 | 16466 | 29.558 | 28.346 | 35.087 | 15941 | 50.774| 16.795
21801 | 21479 | 45915| 23.683 | 16.701 | 29.467 | 28.267 | 35.088 | 16.085| 50.495| 16.663
22134 | 21.786 | 46.142 | 23986 | 17.016 | 29.634 | 28.440 | 35268 | 16316 | 50474 | 16.796
22538 | 22103 | 45721 | 24423 | 17.334| 30.107 | 28.926 | 35672| 16.791 50.520 | 17.272
23.180 | 22.662 | 45517 | 25232 | 17.810| 30.726 | 29.536 | 36.206 | 17.398 | 50.654 | 17.899
23897 | 23.237 | 46.228 | 25830 | 18349 | 31538 | 30364 | 37.129| 17.943| 51776 | 18.521
24916 | 24.151 | 47.749 | 26820 | 19.128 | 32714 | 31.582 | 38431 18.835 | 53.167 | 19.504
26.153 | 25255 | 49.067 | 28.062 | 20.106 | 34.264 | 33.140 | 40.018| 20.074| 54.645| 20.853
27.538 | 26.448 | 50.148 | 29.446 | 21.175| 35713 | 34.565| 41908 | 21.390 | 56.657 | 21.526
28916 | 27.574 | 51975| 30359 | 22340 | 37493 | 36306 | 43.880| 23.040 | 58340 | 22.775
30171 | 28528 | 52531 | 31.373 | 23304 | 39.062 | 37.865| 45367 | 24.704 | 59.044 | 24.158
31.854 | 30.081 | 53301 | 33.838 | 24381 | 41.172| 39958 | 47.115| 26.619| 60.047 | 26.297
34721 | 33.191 | 56676 | 38702 | 26.345| 45263 | 43.890| 51658 | 30.295| 64.474| 29.011
38.007 | 35955 | 61.844 | 41.735| 28595| 50.847 | 49384 | 58763 | 33.911| 74.001| 31.706
40.202 | 37.948 | 65278 | 43346 | 30.603 | 53.654 | 52244 | 62.018 | 35571 | 78355 | 33.743
42.758 | 40410 | 68.129 | 45911 | 32933 | ©57.677 | 56.342| 66.258 | 38651 | 83.011 | 37.147
45762 | 43248 | 72.038 | 48985 | 35464 | 62381 | 61.101 70.695 | 42.382| 87.391 | 41.696
49.553 | 47.059 | 76.830 | 54.148 | 38316 | 68.027 | 66.642 | 76440 | 47313 | 92932 | 46374
54062 | 52.078 | 83277 | 60449 | 42332 | 74424 | 723887 | 83.198| 51.740 | 100.868 | 51.394
59.128 | 56.720 | 88.879 | 65130 | 46.746 | 81.278 | 79.670 | 91.245| 58.880 | 108.077 | 55.587
62.738 | 59.859 | 92358 | 66.955 | 50.528 | 85.455 | B84.047 | 96.295| 63.566 | 112.293 | 58.564
65.214 | 62436 | 94181 | 68386 | 53.799 | 85237 | 83912 | 95432| 61.939| 112.530 | 59.908
67.664 | 64.795| 95550 | 70.004 | 56.680 | 85.845 | 84399 | 95.195| 62468 | 111547 | 61.630
69.724 | 66.936 | 96.620 | 71.543 | 59.295 | 86.720 | 85457 | 95936 | 63.940 | 111413 | 63.219
71269 | 68569 | 97.685 | 71.273 | 62.040 | 88.599 | 87.501 | 97.566 | 65168 | 113.178 | 65.868
73.204 | 70.947 | 100.465 | 73.731 | 64.299 | 90.289 | 89.118 | 98435| 66.199| 113.796 | 68.561
75.706 | 73.755 | 101.921 76.206 | 67.493 | 92354 | 91.431| 100.625 | 69.016 | 115216 | 70.928
78569 | 76.972 | 103.717 | 79.842 | 70.708 | 94.559 | 93.641 | 102.731 | 71.707 | 116.657 | 73.211
81.614 | 80.498 | 104.561 | 84.226 | 74.197 | 96.379 | 95542 | 104.695| 74.015| 118.168 | 74.930
84.457 | 83.419 | 106.080 | 86.779 | 77.497 | 97.749 | 96.960 | 106.314 | 75355 | 119.854 | 75.912
86.402 | 85.824 | 106.756 | 88.105 | 80.684 | 97.395| 96.670 | 105.411 | 75330 | 118.444 | 76.836
88.390 | 87.804 | 107.840 | 88.973 | 83.345| 98521 | 97.805| 105487 | 77.602 | 117.243 | 79.941
90.265 | 89.654 | 109.978 | 89.605 | 85748 | 99.813 9.133 | 106.008 | 80.388 | 116.572 | 82.754
92.115 | 91.577 | 110.672 | 90.629 | 88.320 | 100.941 | 100.292 | 106.239 | 83.879 | 115.224 | 85.769
93.859 | 93.547 | 109.507 | 92.567 | 90.844 | 100.520 | 100.028 | 105.011 | 86.045 | 112.451 | 87.610
95.415 | 95.124 | 107.068 | 93.835| 93.305| 100.157 | 99.785 | 103.696 | 89.381 | 109.120 | 89.843
96.475 | 95978 | 104.152 | 93.821 | 95319 | 99.035| 98.861 | 101.421 | 93.474 | 104259 | 92.239
97.868 | 97.575 | 101.626 | 96.173 | 97.393 | 98.972 | 98.888 | 100.057 | 96.257 | 101.366 | 95.780
100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000 | 100.000
102.402 | 102.094 | 98.114 | 101.531 | 103.257 | 101.013 | 101.023 | 99.683 | 105.403 | 97.708 | 104.633
104.193 | 103.542 | 95766 | 102.089 | 106.018 | 101.640 | 101.660 | 99.513 | 110.030 | 95.956 | 107.240
106.310 | 105520 | 92.372 | 104.151 | 109.246 | 103.311 | 103.432 | 99.764 | 113.889 | 95.133 | 112.379
109.102 | 108.246 | 90.631 | 107.634 | 112.695 | 106.555 | 106.697 | 101.025 | 120.124 | 95.022 | 119.935
112.144 | 111.298 | 90.159 | 111.585 | 116.176 | 109.796 | 109.937 | 103.155 | 132.176 | 94.666 | 125.568
103.553 | 102.673 | 96.496 | 100.895 | 104.937 | 101.347 | 101.348 | 99.542 | 108.065 | 96.607 | 106.151
103.944 | 103.385 | 96.029 | 102.238 | 105.608 | 101.472 | 101.480 | 99.485 | 109.455 | 96.087 | 106.720
104347 | 103.841 | 95594 | 102.464 | 106.390 | 101.512 | 101.532 | 99.380 | 110.612 | 95598 | 107.130
104.926 | 104.268 | 94946 | 102.760 | 107.137 | 102229 | 102.279 | 99.645 | 111.988 | 95.534 | 108.960
105.724 | 105.051 | 93.906 | 104.179 | 108.036 | 102.954 | 103.071 | 99.676 | 113.093 | 95.251 | 111.420
106.019 | 105220 | 92.879 | 103.560 | 108.887 | 102.831 | 102.933 | 99.436 | 113.182 | 94.916 | 111.508
106.500 | 105.734 | 91.833 | 104.356 | 109.647 | 103.255 | 103.370 | 99.733 | 113.996 | 95.061 | 112.261
106.996 | 106.076 | 90.868 | 104.509 | 110.414 | 104.202 | 104.354 | 100.211 | 115.287 | 95.304 | 114.330
107.951 | 107.084 | 90.898 | 106.031 | 111.402 | 105.086 | 105.263 | 100.502 | 117.279 | 95.121 | 116.561
108.976 | 108.089 | 90.866 | 107.744 | 112.303 | 106.280 | 106.448 | 100.958 | 119.230 | 95.168 | 119.294
109.371 | 108.484 | 90.310 | 107.781 | 113.120 | 107.120 | 107.248 | 101.185 | 121.159 | 94.945 | 121312
106.996 | 106.076 | 90.868 | 104.509 | 110.414 | 104.202 | 104.354 | 100.211 | 115.287 | 95304 | 114.330
110.950 | 109.936 | 90.648 | 109.327 | 114.803 | 108.427 | 108.522 | 102.244 | 125876 | 95.067 | 123.062
111.655 | 110.832 | 90.527 | 110.854 | 115.633 | 109.164 | 109.254 | 102.715 | 128.886 | 94.910 | 124.359
112.567 | 111.846 | 89.839 | 112.985 | 116.508 | 110.169 | 110.318 | 103.358 | 133.914 | 94.491 | 126.335
113.407 | 112.576 | 89.621 | 113.176 | 117.758 | 111.424 | 111.653 | 104.304 | 140.027 | 94.197 | 128.516

See next page for continuation of table.
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TABLE B—7.—Chain-type price indexes for gross domestic product, 1959-2005—Continued
[Index numbers, 2000=100, except as noted; quarterly data seasonally adjusted]

Exports and Government consumption expenditures Gross domestic Percent change 2
imports and gross investment purchases !
of goods and Final Gross domestic
Year or services Federal sales of Gross purchases !
quarter State ||domestic Less domestic
Eoorts |1 , Total Total National| Non- IemdI product || Total |food and product Total |t L(ejzssd
xports | Imports ota oca energy otal |food an
defense | defense energy

N

29.433| 21.901| 15.404| 16.450| 16.257| 16.591| 14.475| 20.581|| 20.365]......cccc....

29.846| 22.110 15.597| 16.590| 16.383| 16.798| 14.738| 20.872|| 20.646....
303001 22.110 15.909| 16.871| 16.619] 17.296| 15.093| 21.108|| 20.865
30.375| 21.849| 16.314| 17.228 16.940| 17.808| 15.564| 21.398|| 21.139
30.307| 22.273| 16.669| 17.597| 17.320| 18.116 15911 21.629|| 21.385
30.556| 22.743| 17.132| 18.191| 17.822| 19.036| 16.234( 21.963|| 21.725
31.529] 23.069| 17.588| 18.658 18.314| 19.408| 16.685| 22.368|| 22.102
32481 23.596| 18.330| 19.330| 18.950| 20.190 17.507( 23.010\| 22.724
33725 23.688| 19.099| 19.913| 19.518| 20.815| 18.488| 23.729|| 23.389
34.4611 24.048| 20.128| 20.995| 20.539| 22.116| 19.475| 24.752|| 24.380
35.627| 24.675| 21.341| 22.130| 21.664| 23.251| 20.780| 25.988|| 25.580

36.993| 26.135 23.079| 23.915| 23.321| 25.478| 22.488| 27.369|| 26.964
38.358| 27.739| 24.875| 25.957| 25.387| 27.400 24.087( 28741\ 28351
40.146) 29.682| 26.788| 28.495| 28.319| 28.780| 25.524( 29.994\ 29.619
45.425) 34.841| 28.743| 30.449| 30.396| 30.394| 27.477( 31.673|| 31.343
55.965| 49.847| 31.646| 33.162| 33.217| 32.819| 30.500| 34.517|| 34.546
61.682| 53.997| 34.824| 36.615| 36.460| 36.746| 33.481| 37.789|| 37.761
63.707| 55.622| 37.118| 39.217| 39.117| 39.209| 35.563| 39.987|| 39.938
66.302| 60.523| 39.694| 42.180| 42.079| 42.152| 37.872| 42.546|| 42.634
70.342| 64.798| 42.235| 44.785| 45035 43.983| 40.359| 45.551|| 45.663
78.808| 75.879| 45.775| 48.231| 48.628| 47.099| 43.944| 49.322|| 49.669

86.8011 94.513| 50.761| 53.299| 53.908| 51.683| 48.858| 53.806|| 54.876
93.217| 99.594| 55.752| 58.476| 59.229| 56.516| 53.709| 58.859|| 59.896].............
93.645| 96.235| 59.414| 62.446| 63392 60.020| 57.140| 62.489|| 63.296| 62.221
94.015 92.629| 61.778| 64.612| 65617 62.038| 59.666| 64.958|| 65.515| 64.685
94.887| 91.829| 64.955| 68.426| 70.290 63.577| 62.336|| 67.399|| 67.822| 67.106
91.983| 88.813| 66.970| 69.974| 71621 65740 64.739| 69.494|| 69.760| 69.232
90.639| 88.871| 68.175| 70.352| 71.554| 67.395 66.624| 71.060|| 71.338| 71.474
92.874| 94.251| 70.056| 71.200| 72.281| 68.616| 69.361| 72.985|| 73.527| 73.716
97.687| 98.774| 71.899| 72.704| 73.631| 70.609| 71.485| 75.519|| 76.043| 76.429
99.310| 100.944| 74.139| 74.677| 75.528| 72.826| 73.940| 78.383|| 78.934| 79.151

99.982| 103.826| 77.139| 77.142| 78.010 75.260| 77.357| 81.440|| 82.144| 82.109
101.313] 103.420| 79.787| 80.232| 80.821| 79.100| 79.681| 84.286| 84.836| 84.942
100.892| 103.552| 81.719| 82.602| 83.628| 80.411| 81.300| 86.237| 86.828| 87.169
100.898| 102.671| 83.789| 84.788| 85.313| 83.728 83.294| 88.226|| 88.730| 89.211
102.033| 103.634| 86.002| 87.061| 87.412| 86.375| 85.472| 90.108| 90.583| 91.213
104.376| 106.412| 88.358| 89.503| 89.598| 89.351| 87.778| 91.965| 92.483| 93.176
102.988| 104.529| 90.491| 91.982| 92.379| 91.216| 89.709| 93.736| 94.145| 94.616
101.232| 100.816| 92.139| 93.533| 93.716| 93.192| 91.414| 95.320| 95.440| 95.865
98.905| 95.353| 93.469| 94.511| 94.643| 94.268| 92.934| 96.428|| 96.060| 96.797
98.313| 95.960| 96.079| 96.884| 96.886| 96.880| 95.667| 97.847|| 97.556| 98.165

100.000| 100.000{ 100.000{ 100.000| 100.000| 100.000| 100.000{| 100.000{| 100.000| 100.000
99.624| 97.497| 102.544| 101.907| 102.002| 101.739| 102.868|| 102.406| 101.994]| 101.882
99.273| 96.341| 105.507| 105.631| 105.792| 105.345| 105.435|| 104.197|| 103.583| 103.796
101.398| 99.610| 109.460| 109.740| 110.434| 108.473| 109.303|| 106.330|| 105.863| 105.640
104.999| 104.571| 113.505| 114.354| 114.840| 113.498| 113.022|| 109.124|| 108.899| 108.224
108.879| 110.982| 118.874| 118.478| 118.915| 117.724| 119.131{| 112.166|| 112.377| 110.954

98.360| 94.146| 104.378| 105.098| 104.784| 105.665| 103.997|| 103.554|( 102.755| 103.150
99.048) 96.474| 105.126/ 105.231| 105.112| 105.449| 105.064 | 103.946 103.385| 103.579
99.772| 97.304| 105.795| 105.502| 105.744| 105.073| 105.943 | 104.352 103.816| 103.990
99.911| 97.441)| 106.728| 106.696| 107.529| 105.193| 106.734 || 104.936| 104.374| 104.465

100.909| 100.069| 109.030| 109.238| 109.939| 107.966| 108.909|| 105.743|| 105.418| 105.115
101.165| 98.938| 109.026| 109.579| 110.229| 108.396| 108.714{| 106.036|| 105.513| 105.367
101.401| 99.580| 109.695| 109.902| 110.573| 108.676| 109.582|| 106.521|| 106.040| 105.806
102.116| 99.853| 110.087| 110.241| 110.995| 108.853| 110.005|| 107.021|| 106.483| 106.270

103.584| 102.177| 111.755| 112.825| 113.091| 112.402| 111.141{| 107.980|| 107.586| 107.164
104.803| 103.812| 113.114| 114.191| 114.641| 113.408| 112.496|| 109.003|| 108.683| 108.011
105.242] 105.269| 114.003| 114.825| 115.429| 113.734| 113.536| 109.389|| 109.235| 108.541
106.366| 107.026| 115.148| 115.575| 116.198| 114.447| 114.914|| 110.124|| 110.092| 109.181

107.559| 107.783| 116.747| 117.550| 118.060| 116.647| 116.291] 110.963| 110.883| 109.990
108.534| 109.925( 117.820| 118.168| 118.471| 117.681| 117.635( 111.667| 111.785| 110.561
109.323| 112.413| 119.751| 119.056| 119.493| 118.298| 120.186|| 112.589| 112.953| 111.236
110.098| 113.807( 121.178| 119.140| 119.634| 118.270| 122.411|| 113.443| 113.886| 112.027

1 Gross domestic product (GDP) less exports of goods and services plus imports of goods and services.
2Quarterly percent changes are at annual rates.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—8.—Gross domestic product by major type of product, 1959—-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Goods
Final Change Total Durable goods | Nondurable goods
Gross | sales of |
Year or ’ pri- Change Change Change | Serv- | Struc-
quarter d;rrggjytc dotrrilces— vate inal in inal in inal in ices? | tures
inven- ina pri- ina pri- ina pri-
product | tories Total | gales vate | sales | vate sales | vate
inven- inven- inven-
tories tories ! tories !
506.6 | 502.7 39 2376| 2336 39 863 2.9 1473 11 206.5| 625
526.4| 5232 3.2 246.6| 2434 321 902 17 153.2 16| 2179 619
544.7| 5417 3.0 250.1| 247.2 300 902 -1 157.0 30| 2310 636
585.6| 579.5 6.1 268.1| 262.0 6.1 99.4 34| 162.6 27| 2897] 678
617.7) 6121 5.6 280.1| 2745 56| 106.0 26 168.5 30| 2650 727
663.6| 6588 48 300.9| 296.0 48| 1164 38| 1797 10| 2843| 784
719.11  709.9 9.2 329.4| 3202 92| 1284 6.2 191.8 30| 3050 847
787.8| 7742| 136 364.5| 3509| 136| 1420 10.0f 2089 36| 3353] 88.0
832.6| 8227 9.9 373.9| 364.0 99| 1464 48| 2176 50 369.1
910.01  900.9 9.1 402.6| 3936 91| 1587 45| 2348 45| 407.4| 100.0
984.6| 9754 9.2 432.0| 4228 92| 1711 6.0 2517 32| 4444 1083
1,038.5| 1,036.5 2.0 4469 | 4449 20| 1736 -2| 2713 22| 4819] 109.7
1,127.1] 11189 83 472.9| 4647 83| 1811 29| 283.6 53| 5258 1284
1,238.3| 12292 9.1 516.6| 507.5 91| 2024 64| 3051 27| 5748 1469
1,382.7| 1366.8| 159 597.1| 5812 159| 236.6| 13.0| 3446 29| 6227] 1629
1,500.0 1486.0| 14.0 643.3| 629.3 140 2545| 109| 3748 3.1 691.0| 1656
1,6383| 16446 -63 691.4| 697.7| -63| 2845 -—7.5| 4132 12| 780.2| 166.7
1,8253| 18082 171 777.5| 7604 17.1| 321.2| 10.8| 4392 63| 85.6| 1912
2,0309| 2,008.6| 223 851.5| 829.1| 223| 363.8 95| 4653 12.8 27| 226.8
229471 2,268.9| 258 961.0| 9352| 258| 4132| 18.2| 5220 76| 1,059.7] 2739
2,563.3| 2,545.3 18.0|| 1,078.1|1,060.1 18.0| 4720 12.8| 5881 52| 1,171.9| 3133
2,789.5| 2,7958| 63| 11457|1152.0@ -63| 500.1| -23| 651.9| -4.0| 13225| 3213
312841 3,0986| 298| 1288.2|12583| 298| 542.2 73| 7161| 225| 1487.7| 352.6
32550 3,2699| -149| 12773|1292.2| -149| 539.7| -16.0| 7525 1.1 16332 3445
3,536.7| 3,5424| 58] 1365013708 58| 578.1 25| 7927 -82| 18029| 3687
3933.2| 3,867.8| 654 1549.6|14842| 654| 650.2| 414\ 8340| 24.0| 1957.8| 4258
4220.3| 4,1984| 21.8|| 1607.4]15856 218 711.0 44| 8746 174| 2,1541| 4587
4,462.8| 44563 6.6 1,657.0(1,650.5 6.6 7399 -1.9| 9106 84| 23257| 480.1
4739.5| 47123 27.1|| 1751.3|1,7242| 27.1| 764.9| 229| 9593 42| 2,4905| 497.6
5103.8| 5,085.3 185/ 1903.4(18849| 185| 841.8| 227| 10431 -43| 2,6853| 5150
548441 5456.7| 27.7| 2,066.6|2038.9| 27.7| 917.1| 20.0| 1,121.9 77| 2,888.7| 529.0
5803.1| 57838.5| 145| 2,155.8|2141.3| 145| 9502 771 1,191.1 6.8| 3,113.7] 5335
59959 5996.3 -4 2184721851 —4| 9441\ -13.6| 1,241.0| 13.2| 3,311.3| 499.9
6,337.7] 6,321.4| 163 2,282.3|2266.0| 163| 986.1| -3.0| 12798 193] 3,532.7| 522.7
6,657.4| 6,636.6| 208 2387.8/2367.0/ 208|10479| 17.1] 1319.1 37| 3,711.7| 557.8
7,072.2| 7,008.4| 63.8| 2563.8|25000| 63.8|11250| 357| 13750 281| 3,901.2| 607.3
7,397.71 7,366.5| 311 26611126300 31.1/12022| 336| 14278 -24| 4,098.4| 6381
78169 7,786.1| 308 2,807.0|2776.3| 30.8|12980| 19.1| 14783 11.7| 4312.7| 697.1
8304.3| 82323 720| 3,007.7|29357| 72.0/1409.1| 399| 15266 32.1| 45484 7482
8747.0| 8676.2\ 70.8| 3,1434|3,0726| 70814878 428| 15848 280| 4,789.8| 8138
92684 9,201.5| 669| 3311.3|32444] 66915765 40.0| 16679 26.9| 5081.8| 8753
9817.0 9,760.5| 56.5 34493133928 56.5/16533| 36.1| 1,7395| 204| 54256| 9421
10,128.0{ 10,159.7 | -31.7|| 3,412.6|3,4443| -31.7|16303| -41.8| 1814.0 10.0| 57256| 989.8
10,469.6 | 10,457.7 119 34424134305 1119|1559 151| 1,870.7| -3.2| 6,031.4| 9958
10971.2110,955.8| 154 3,536.7(3,521.2| 154|1586.7| 12.4| 1934.6 30| 6,366.1|1,068.4
7343 89| 5541 3,783.0|3,727.6| 554|1668.3| 37.4| 2,059.4| 18.0| 6,755.4|1,195.8
A479.4 42| 152 3,962.1]3946.9| 15217820 189| 2,1649| -3.7| 7,184.6/1,3327
3.3 16| -83| 3434.1|34424| -83|1570.7| 47| 1871.7| -3.7| 5908.8| 990.4
6.6 4.0 26| 3,437.0(34344 2.6(1,560.7 6.7| 1873.7| -41| 5997.9| 991.8
74 14] 260 3473.1|3447.1| 26.0|1578.2| 158| 1868.8| 10.2| 6,064.0{ 990.3
11 39| 273 3,425.4(3398.2| 27.3|1529.7| 42.6| 1,868.4| -154| 6,155.0|1,010.6
7.0 52| 218 3,4482|34264| 21.8(15344| 203| 18920 1.5| 6,243.411,025.4
4.6 5.0 -4 3466934673 —411,565.0 0| 19022 -4 6,330.51,047.2
087.4 76.9| 10.6|| 3,603.1/35926| 106|1,631.4) 48| 19612 15.4| 6,396.8|1,087.5
6.0 6.2| 29.8| 3,628.5|3,598.7| 29.8|16159| 342 19828| -4.5| 6493911137
7.1 16| 455| 3,705.8|3,660.3| 455(1639.3| 42.1| 2,021.0 35| 6,617.3]1,1339
6.1 42| 719 3,771.5|3,699.7| 719|1,640.9| 51.0/ 2,0588| 20.9| 6,699.7|1,194.8
8.8 6.3 525( 3,804.0]3,751.5| 52.5|1683.8| 269 2,067.7| 256| 6,797.9|1.216.9
5.2 33| 5191 3,850.8|3,799.0| 51.9]1,709.0| 29.9| 2,090.0| 22.0| 6,906.7|1,237.7
89| 599 3906338464 599|17239| 350| 2,1225| 24.9| 7,025.1|1267.4
. -4.2|| 3,954.4/39585| -4.2|1,7866| -73| 21719 31| 7,112.4|1311.2
-19.7 | 4,001.3|4,021.0| -19.7|1,827.6 56| 2,1934| -253| 7,250.2|1,354.1
2481 3,986.3|3,961. 248(1789.8| 422 21718 -17.4| 7,350.8|1,398.1

1 Estimates for durable and nondurable goods for 1996 and earlier periods are based on the Standard Industrial Classification (SIC); later
estimates are based on the North American Industry Classification System (NAICS).

2|ncludes government consumption expenditures, which are for services (such as education and national defense) produced by government.
In current dollars, these services are valued at their cost of production.

Source: Department of Commerce, Bureau of Economic Analysis.
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Real gross domestic product by major type of product, 1959—-2005

TABLE B-9.

[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

M IO OLTMN NI OMHOONMNIN I ODNNL M MMM M OO ODNNNOD IONOINON NOOW OSMO MOSE— NMSMN
N SOPOBPNOISIN WONDOLE SO0 OF BN OP 6 [SOMPBIB NG GoaNLAN OSNIED I [0 —BSS Br—mLs

— S AAmNT o NNONTBHIN THT TN ONN — | ANONNSSS wo——n— NN S N SowLs BN

— ~ NS ODOOMWOON NSO N—ONION DO MIONINWVWOS WODINWSN OOM NN DO ONSO
©a o N O NN——— GO LDNANSN PO —NNOSOOINT OSOOONN SOSm WBINNGS SDILO
0w = PODADAOIONNDDO PODODTNOMNEO O—IONN—AIOMNDD ONNOO— ONWWO DS OMOT T
@ E- < MROSMH@OMIOND— —NNENONE D A MIONOMODNT NOOMmN— NOOS O DO 0 HONN
=S o~ COLIITIIIILIIID DD BIBIB OO OGO NN SHOSSS— O =} oo ocooo o———
L N DROLRONRRT M MROMONS IO RIOR®M Q0@ — * [RQ R RN@Le
agS — SPBHIDASSOBMN HHADBOOBBON— NSONB—HOBOS NSO WB— o Sal NSO Soam
393 = NOOSL IO~ ODPON OO FO —OMMMMN DD~ = O HOOm DHRO™
SET = NOAMMMBNO— —N—FRONT~D — MO0 M~ O =3 S O HoNN
SSE o FBOSFISISILI IO OO0 OO OGO W NI 00 66 66 05 05 =) oo Sooo S
S = e I

Year or
quarter

1959 s

ZIncludes government consumption expenditures, which are for services (such as education and national defense) produced by government.

L Estimates for durable and nondurable goods for 1996 and earlier periods are based on the Standard Industrial Classification (SIC);
In current dollars, these services are valued at their cost of production.

estimates are based on the North American Industry Classification System (NAICS).

Source: Department of Commerce, Bureau of Economic Analysis.



TABLE B—10.—Gross value added by sector, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Business ! Households and institutions General government 3

Adden-

Non-
Year or dGms?- _pr{)_];it Stat g#on;'s

omestic institu- ate :

Quarter product Total f'é\a‘?gl Farm | Total Hhuuﬂzi’ tions Total | Federal and hgglsdgg
%erving local added

ouse-

holds 2
17.3 40.1 29.8 103 58.3 319 26.5 36.9
18.2 439 323 117 62.0 33.1 28.9 39.9
18.3 46.7 343 124 66.0 344 316 12.8
18.4 50.4 36.7 13.6 70.7 36.5 34.2 46.0
18.5 53.6 38.8 14.8 75.5 384 37.1 18.9
17.3 56.9 40.8 16.1 81.1 40.7 404 51.6
19.9 61.0 433 17.7 86.7 424 442 54.9
208 65.8 459 19.9 96.9 473 19.6 58.2
20.1 70.9 18.8 221 1072 51.7 55.5 62.1
20.5 76.5 51.6 250 119.0 56.4 62.5 65.9
22.8 843 55.6 28.7 | 1300 60.0 70.0 713
23.7 914 59.4 320 | 1436 64.1 79.5 76.7
254 | 1009 65.1 357 | 1564 67.8 88.6 839
29.7 | 109.9 703 395 1694 716 97.9 911
468 | 120.0 76.0 440 | 1833 740 | 109.3 98.3
442 | 1317 82.5 492 | 2014 796 | 121.8| 106.8
456 | 1454 90.3 55.1 | 2245 87.3 | 1371 1172
430 | 1581 98.1 60.0 | 2435 938 | 149.7| 1266
435 1728 | 1073 656 | 264.6| 1021 | 1626 | 1403
50.7 | 1938 | 1204 734 | 2875 1097 | 1778 | 1552
60.1 | 2174 | 1350 825 313.0| 1176 | 1954 | 1725
514 249.9 | 1555 944 | 3486 | 1313 | 2173| 1994
650 | 283.7| 1768 | 106.9| 3853 | 1474 | 237.9| 2284
604 | 3153 | 1957 | 1196 | 419.0| 1613 | 257.7| 2554
449 | 3440 | 2117 | 1324 | 4454| 1713 | 2741| 2774
642 | 3762 | 2302 | 146.0| 4852 | 1921 | 2931 3011
634 | 406.0 | 249.6| 1564 | 523.5| 2051 | 3184 | 3329
59.4 | 4380 | 2674 | 170.6| 556.1| 212.6| 3435| 359.5
616| 4784 | 2876| 1908 | 591.2| 2234| 367.8| 3855
613 | 5251 | 3128| 2124 | 630.1| 2349 | 3952| 4155
73.6 | 569.6 | 337.0| 2326 | 671.5| 246.6 | 4249 | 4438
76.6 | 6189 | 3629 | 256.0| 721.6| 2589 | 4626 | 4781
69.9 | 660.7| 3834 | 277.3| 7659| 2750 | 4909| 5085
787 697.9 | 397.2| 3007 | 7994 | 2821 | 5173| 531.0
706 7320 | 413.7| 3183 | 829.3| 2863 | 543.0| 549.1
816 | 7713 | 4395| 3317 857.0| 286.2| 570.7| 582.0
68.5| 8155| 4633 | 3521 | 8816| 2847 | 596.9| 6133
90.7 | 8522 | 4847 | 367.5| 9080 | 2836 | 6193| 638.0
88.1 | 8958 | 5096 | 386.2| 936.7| 2909 | 6458 | 667.7
789 949.7 | 538.0| 4117 | 9703 | 2931 | 677.2| 700.2
68.8 | 1,012.3 | 576.4 | 435910127 | 3009 | 711.8| 7478
7151 1,080.7 | 6156 | 465.1|1,069.6 | 3154 | 7542 | 794.3
73.1 | 11604 | 6620 | 498411264 | 3257 | 800.8| 8498
708 | 1,227.3 | 687.7 | 539.6 | 1,201.8 | 3529 | 848.9| 876.7
88.0 | 12671 6969 | 570312763 | 3826 | 893.7| 8755
112.2 ) 1,353.5 | 7513 | 6022 | 1,339.7 | 4082 | 9314 | 9331
86.1 | 1,436.0 | 789.7 | 6464 | 14027 | 4241 9785| 9721
66.5| 12134 | 6887 | 524.6 | 1,181.6| 3494 | 8322| 8825
614 1233.0( 696.5| 536.4|11945| 351.1| 843.5| 889.2
72.9 11,2305 | 6843 | 5462 | 12064 | 3518 | 8546 | 8715
826| 12323 | 681.0| 5513 | 12247 | 359.2| 865.5| 863.8
764 | 1,252.2 | 6926 | 559.6 | 12582 | 377.4 | 880.9| 8757
85.6 | 1,255.0 | 687.9 | 567.2|12715| 383.1| 8834 | 8668
87.9| 12553 | 6822 | 573.1|12835| 3844 899.1| 8547
102.1 | 1,306.0 | 724.8| 5812 | 1,291.9 | 3854 | 906.5| 904.7
122.8 | 1,316.4 | 731.6 | 5848 | 13182 | 4033 | 9149 | 912.7
12491 1,3398 | 7449 | 5949 | 1333.1| 407.2| 9259 | 926.0
104.6 | 1,366.0 | 758.7 | 607.3 | 1,346.3 | 4094 | 9369 | 941.0
96.6 | 1,391.7 | 7700 | 621.6 | 1,361.0 | 413.1| 948.0| 9529
928 | 14114 7778 | 633513821 | 4228 | 9594 9609
847 | 14247 | 7834 | 6413113934 | 4231 9702| 9655
82514459 | 7930 | 653.0| 14114 | 4246 | 986.8| 9751
845 | 1462.1 | 8044 | 657.7| 14237 | 4260 | 997.7| 987.0

1 Gross domestic business product equals gross domestic product excluding gross value added of households and institutions and of gen-

eral government. Nonfarm product equals gross domestic business value added excluding gross farm value added.

2Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit

institutions serving households, and rental income of persons for tenant-occupied housing owned by nonprofit institutions.
3Equals compensation of general government employees plus general government consumption of fixed capital.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—11.—Real gross value added by sector, 1959-2005

[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Business ! Households and institutions General government 3
Adden-
Non-
: dum:
Gross profit
Year or f fotn Gross
domestic institu- State H
quarter product Total Non—l Farm Total House- tions Total | Federal and housing
farm holds : value
serving local added
house-
holds 2
1,716.0 | 1,684.1 212 | 261.7| 1616 97.8 | 5145| 2794 | 2367 | 1950
1,748.8 | 17135 224 | 279.6| 1714 106.6 | 532.2| 2846 | 2493| 2073
1,782.8 | 1,741.8 226 29151 1796| 109.6 | 5509 | 290.5| 2621 | 219.2
1,897.7 | 1,867.0 221 | 307.7| 189.8| 1154 | 5725| 3025| 271.8| 2328
1,985.4 | 1,954.3 228 | 32041 197.7| 1200 | 589.5| 3052 | 2859 | 2443
2,111.7 | 2,086.0 221 3337| 2057 | 1254 609.7| 3082 | 303.1| 2554
2,260.6 | 2,233.5 235 3502 | 2152| 1326 | 6303| 3104 | 321.5| 2689
24136 | 2,393.2 22.7 | 366.3| 2240| 1402 | 669.7| 3307 | 3406 | 281.0
2,459.5 | 24341 245 | 381.6| 2331| 146.5| 7052 | 3522 354.9| 294.0
2,581.7 | 2,561.5 236 | 4004 | 2393| 161.0| 7327 | 3581| 3762 | 304.6
2,660.3 | 2,639.1 245 | 417.8| 249.1| 1688 | 751.3| 359.0 | 3934 | 3187
2,659.3 | 2,636.0 251 42501 2547| 1700 | 754.1| 3436 4108 | 3289
2,761.5 | 2,736.2 264 | 443.0| 266.5| 176.1| 7553 | 3278 | 4275| 3438
29398 | 29184 264 | 4607 | 277.7| 1824 753.8| 3118 | 4423 360.1
3,145.0 | 3,131.5 262 | 4763 | 287.5| 1882 | 757.2| 3001 | 457.8| 373.0
3,101.3 | 3,089.1 256 | 49391 2999| 1931 7726 | 2992 | 47441 3907
30712 3,037.5 305 5137 3080| 2052 | 7851 | 297.5| 4889 | 4027
32729 | 3,249.1 291 52151 3133| 207.5| 791.8| 2979 | 4953 | 4083
3456.2 | 34311 307 | 5283 | 3162| 211.6| 800.1| 2988 | 5029 | 4183
36733 | 3,656.8 296 | 5524 | 3351| 2163 | 8155| 3025| 5146 | 4368
3,796.7 | 3,774.2 322 | 5767 | 3504 | 2253 | 8242 | 3023 | 523.7| 4539
3,756.1 | 3,736.1 311| 6069 3729 | 2328| 8360 | 307.0| 530.8| 4819
3,859.5| 38147 410 | 626.5| 3847| 2405 | 8406 | 3117| 5306 501.0
3,743.1 | 3,691.9 431| 6472 3918 | 2544| 8492 | 3168 | 534.0| 5147
39443 | 3,932.8 269 | 6659 | 3994 | 2657 | 8546 | 3242 | 531.8| 526.2
4286.3 | 4,254.3 37.2| 6878 413.3| 2736| 8652 | 331.5| 535.0| 543.0
44845 | 44342 46.7 | 7001 | 4232 2759 | 890.0 | 341.0| 5503 | 564.4
4,652.0 | 4,606.2 449 | 7185| 4287 | 289.1| 9119 347.0| 566.3| 5749
48155 | 4,769.8 455 | 7457 | 4403 | 3048 | 931.8| 356.1| 577.2| 588.8
5,023.0 | 4,987.7 409 | 7806 | 457.1| 3231 | 956.0 | 360.5| 596.9| 606.2
5206.6 | 5162.3 46.4 | 8123 | 4715| 3406 | 9788 | 3649| 6153 | 6203
5287.0 | 5237.9 493 | 8412 | 4832| 357.9|10039| 371.6| 633.6| 6357
52454 | 5194.7 50.0 | 8653 | 497.8| 367.5|10143| 3738 | 641.7| 657.2
5456.5 | 5,395.2 57.5| 882.6| 5026| 379.9| 10177 | 366.0| 652.6| 666.2
56259 | 5576.0 50.6 | 904.8 | 507.9| 396.9| 10198 | 3589 | 661.6| 669.9
59053 | 58414 609 | 923.1| 5247| 3984 110199| 3472| 673.1| 6908
6,076.8 | 6,030.2 496 | 9451 | 5343 | 410810206 | 3341 | 6865| 7057
6,356.0 | 6,300.4 56.1 | 957.8 | 5408 | 417.01022.1| 3250 6972 | 7121
6,693.8 | 6,627.2 64.4 | 983.5| 554.0| 4295 1030.0| 3188 | 711.2| 7265
7,017.1 | 6,955.3 61.6 | 1,0104 | 5638 | 446.9|1,041.0| 3152 | 7258 | 7355
7,376.8 | 7,314.2 629 | 1,042.3 | 590.7 | 451.6 | 1,051.4 | 3127 | 7387 | 767.2
7,666.7 | 7,595.1 715 1,080.7 | 6156 | 465.1|1069.6 | 3154 | 75421 7943
7,691.0 | 7,625.7 65.6 | 1,110.0 | 6348 | 4751110893 | 317.0| 7723| 8151
7,806.9 | 7,736.9 701 | 1,130.9 | 6342 | 4966 | 11104 | 3233 | 787.1| 809.0
8,070.6 | 7,994.6 76.0 | 1,126.3 | 6259 | 5003 | 11263 | 3318 | 7944 | 786.5
84544 | 8379.5 759 | 1,172.0 | 666.5| 506.0 | 11357 | 3349 | 800.7| 827.8
8,790.7 | 8,726.4 69.1|1,204.0 | 690.1| 5148 | 11468 | 336.7| 810.1| 8524
7,740.7 | 7,686.5 545 | 1,131.4 | 6421 | 489411042 | 3204 | 7837 | 8232
7,7804 | 7,712.9 67.4 | 1,141.0 | 6453 | 4957 | 11089 | 3225| 786.3| 824.0
7,8488 | 7,772.1 76.3 | 1,129.1 | 6288 | 500.2 | 1,112.6 | 3246 | 78.0| 801.0
7,857.6 | 17,7755 82111221 | 6208| 501.2 | 1,116.0 | 3257 | 7904 | 7877
7,891.8 | 78142 77.1 | 1,124.3 | 623.6| 500.6 | 1,122.4 | 329.7 | 7926 | 789.6
7,986.2 | 7,903.8 819 | 1,1195| 619.8| 499.5| 1,126.1 | 3324 | 7936 | 7813
8,176.1 | 8,102.4 737 | 11125 | 6128 | 4994 | 11274 | 3326 7947 | 7674
82283 | 8,157.9 712 | 1,149.1 | 6476 | 501.7 | 1,129.1 | 3325| 796.5| 8079
83282 | 8241.6 83.6 | 1,157.9 | 6545| 5037 | 1131.5| 3341 7973 | 8142
84105 | 83353 76.0 | 1,166.9 | 662.0 | 5053 | 11327 | 3337| 799.0| 8219
8501.7 | 8,430.2 738 | 1,177.6 | 671.1| 507.0 | 1,136.6 | 3350 | 801.5| 832.6
8577.2| 8,510.7 704 | 11854 | 6783 | 507.9 | 1,142.0 | 337.0 | 8049 | 8424
2005:1 ... 8,669.6 | 8,601.7 716 | 1,1945| 6838 | 511411439 | 3374 | 8064 | 847.1
Il 8,754.8 | 8,694.8 653 1,199.9 | 686.5| 5142 | 11446 | 3365| 8081 | 8494
Il 8,857.8 | 8,794.3 685 (12081 | 691.5| 517411480 | 336.1| 812.0| 8534
Ve .. 8,880. 8,814.6 709 | 1,213.7 | 698.5| 5163 | 1,150.5| 336.8| 813.7| 8595

1 Gross domestic business product equals gross domestic product excluding gross value added of households and institutions and of gen-

eral government. Nonfarm product equals gross domestic business value added excluding gross farm value added.

2Equals compensation of employees of nonprofit institutions, the rental value of nonresidential fixed assets owned and used by nonprofit

institutions serving households, and rental income of persons for tenant-occupied housing owned by nonprofit institutions.
3 Equals compensation of general government employees plus general government consumption of fixed capital.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—12.—Gross domestic product (GDP) by industry, value added, in curvent dollars and as a
percentage of GDP, 1974-2004
[Billions of dollars; except as noted]

Private industries

Agri- .
. dGros?' Total tcul_ . Manufacturing i
ear omestic h ure, on- - ole- f
product ?r:'[}’:ste forestry, | Mining | struc- | Total Dur- Non- ﬂféls sale ?332
tries fishing, tion manu- able dura- trade
and fac- 00ds ble
unting uring goods
hunti turi g d
Value added

1974 .. 50.1 29.3 74.0 318.2 192.5 125.7 29.2 104.7 113.4
1975 51.4 33.8 74.8 337.1 198.5 138.6 37.1 114.6 127.3
1976 50.2 37.5 85.5 386.7 230.2 156.5 415 122.7 144.0
1977 51.3 434 94.2 438.6 265.0 173.6 459 134.9 158.5
1978 59.8 49.5 111.5 489.9 3034 186.5 50.4 153.4 177.6
1979 70.6 58.4 127.0 543.8 3311 212.7 51.9 175.8 193.2
1980 62.0 130.3 556.6 3339 2227 60.0 188.7 200.9
1981 75.4 122.9 131.8 616.5 3704 246.1 70.7 208.3 221.0
1982 713 120.0 128.8 603.2 3534 249.8 81.7 207.9 229.9
1983 57.1 103.1 139.8 653.1 3793 2738 2229 261.6
1984 71.1 107.2 164.4 724.0 4435 280.5 102.3 249.4 293.6
1985 77.1 105.4 184.6 740.3 449.2 291.1 109.2 268.3 318.7
1986 74.2 68.9 207.7 766.0 4593 306.7 114.4 2785 336.6
1987 79.8 715 218.2 811.3 483.8 327.5 123.0 285.3 349.9
1988 80.2 714 232.7 876.9 519.0 357.9 122.8 318.1 366.0
1989 92.8 76.0 244.8 927.3 543.2 384.1 135.9 3374 389.0
1990 96.7 84.9 248.5 947.4 542.7 404.7 1429 347.7 398.8
1991 89.2 76.0 230.2 957.5 540.9 416.6 152.5 360.5 405.5
1992 99.6 713 232.5 996.7 562.8 4338 157.4 3789 430.0
1993 93.1 72.1 2483| 1,039.9 593.1 446.8 165.3 401.2 458.0
1994 105.6 73.6 2744 11188 647.7 471.1 174.6 442.7 4933
1995 74.1 28701 1,177.3 677.2 500.0 181.5 457.0 514.9
1996 113.8 87.5 3117 1,209.4 706.5 502.9 183.3 489.1 543.8
1997 110.7 92.6 337.6| 1,279.8 755.5 524.3 179.6 521.2 574.2
1998 102.4 74.8 374.4| 13439 806.9 537.0 180.8 542.9 598.6
1999 93.8 85.4 406.6| 13731 8204 552.7 185.4 571.7 635.5
2000 98.0 121.3 4359] 14262 865.3 560.9 189.3 591.7 662.4
2001 97.9 118.7 469.5 7789 562.5 2023 607.1 691.6
2002 95.4 106.5 482.3] 1,352.6 774.8 5771.9 207.3 615.4 719.6
2003 114.2 142.3 501.0/ 1,369.2 785.5 583.7 2226 633.0 751.0
2004 .. 141.6 171.9 549.5 824.1 596.1 2353 694.7 790.4

Industry value added as a percentage of GDP (percent)

a

33 2.0 49 21.2 12.8 84 1.9 7.0 16
31 2.1 46 20.6 12.1 8.5 2.3 7.0 78
2.7 2.1 47 21.2 12.6 8.6 23 6.7 79
25 2.1 46 21.6 13.1 85 2.3 6.6 78
26 22 49 21.3 13.2 8.1 22 6.7 1.7
28 23 5.0 21.2 129 83 2.0 6.9 15
2.2 3.3 47 20.0 12.0 8.0 2.2 6.8 1.2
24 3.9 42 19.7 11.8 7.9 2.3 6.7 1.1
22 3.7 4.0 18.5 10.9 1.1 2.5 6.4 1.1
1.6 2.9 4.0 18.5 10.7 1.7 2.6 6.3 14
2.0 2.7 42 184 113 7.1 2.6 6.3 15
18 2.5 44 17.5 10.6 6.9 2.6 6.4 1.6
17 15 47 17.2 103 6.9 2.6 6.2 15
1.7 1.5 46 17.1 10.2 6.9 2.6 6.0 14
1.6 14 46 17.2 10.2 7.0 24 6.2 1.2
1.7 14 45 16.9 9.9 7.0 2.5 6.2 1.1
1.7 15 43 16.3 9.4 7.0 2.5 6.0 6.9
1.5 13 3.8 16.0 9.0 6.9 2.5 6.0 6.8
1.6 11 3.7 15.7 8.9 6.8 2.5 6.0 6.8
14 11 3.7 15.6 8.9 6.7 2.5 6.0 6.9
1.5 1.0 3.9 158 9.2 6.7 2.5 6.3 70
13 1.0 3.9 159 9.2 6.8 2.5 6.2 70
1.5 11 40 155 9.0 6.4 2.3 6.3 70
1.3 11 41 15.4 9.1 6.3 22 6.3 6.9
1.2 9 43 154 9.2 6.1 2.1 6.2 6.8
1.0 9 44 148 8.9 6.0 2.0 6.2 6.9
1.0 1.2 44 145 8.8 5.7 1.9 6.0 6.7
1.0 1.2 46 13.2 1.7 5.6 2.0 6.0 6.8

9 1.0 46 129 14 5.5 2.0 59 6.9
1.0 1.3 46 12.5 1.2 5.3 2.0 58 6.8
1.2 15 47 12.1 7.0 5.1 2.0 59 6.7

1 Consists of agriculture, forestry, fishing, and hunting; mining; construction; and manufacturing.

2Consists of utilities; wholesale trade; retail trade; transportation and warehousing; information; finance, insurance, real estate, rental, and
leasing; professional and business services; educational services, health care, and social assistance; arts, entertainment, recreation, accom-
modation, and food services; and other services, except government.

Note.—Value added is the contribution of each private industry and of government to gross domestic product. Value added is equal to an
industry’s gross output minus its intermediate inputs. Current-dollar value added is calculated as the sum of distributions by an industry to
its labor and capital which are derived from the components of gross domestic income.

See next page for continuation of table.
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TABLE B—12.—Gross domestic product (GDP) by industry, value added, in current dollars and as a
percentage of GDP, 1974—2004—Continued
[Billions of dollars; except as noted]

Private industries—continued
Arts,
Trans- Finance, | Pro- Et?#r?aal enter- Private | Private
por- insur- fes- services tainment, Other goods- | services-
Year ta- Infor- | ance, sion- health | Tecrea- | qonices Govern- || produc- | produc-
tion ma- real al and care tion, excent ment ing ing
and tion | estate, | busi- and | accom- nverl?]— indus- | indus-
ware- rental, | ness social modation, gmem tries! | tries?
hous- | and | serv- | ool fan(l!1
ing easing | ices 00
tance | sorvices
Value added
1974 58.5 50.9| 2233 84.6 64.3 40.9 35.8| 2226\ 471.7 805.6
1975 59.4 56.5| 248.2 92.9 74.2 457 384 2469\ 497.2 894.3
1976 68.8 635 272.1] 1051 84.0 51.9 428 269.1|| 559. 996.4
1977 76.2 711 304.0| 122.7 93.8 58.8 46.1| 2915 627.5| 11119
1978 86.7 81.4| 347.4| 141.9] 1064 67.9 53.2| 317.7\| 710.6| 1,266.4
1979 96.6 90.3| 390.3| 164.0| 1205 77.1 582| 345.7\| 799.7| 14179
1980 102.3 99.0/ 442.4| 186.3] 1397 83.5 62.6| 383.7|| 840.2| 1,565.6
1981 109.9| 112.7| 4984 2132 159.9 93.5 68.5| 4259\ 946.6| 1,755.9
1982 105.9| 123.6| 539.9| 2309 1779 100.9 70.7| 4624\ 923.3] 1,869.3
1983 117.8| 140.0| 604.6| 262.5| 1983 112.0 79.2| 4931\ 953.1 2,090.5
1984 131.4| 147.1| 670.2| 303.8| 214.1 121.2 89.3| 538.1\ 1,072.7| 2,322.3
1985 136.3| 162.9| 729.7| 3408 2313 134.3 98.0| 583.3| 1,107.4] 2,529.5
1986 145.6| 173.1| 795.1| 378.8| 252.0 144.9| 107.2| 620.0| 1,116.7| 2,726.1
1987 151.1| 185.0| 840.3| 414.1| 2865 152.1| 112.3| 659.1|| 1,180.8| 2,899.5
1988 161.1| 194.0| 910.1| 466.3| 309.1 165.9| 124.4| 704.7| 1,261.3| 3,137.8
1989 164.1| 2104 9754 5180 347.0 180.2| 133.9| 752.0|| 1,341.0| 3,391.4
1990 169.4| 225.1| 1,042.1| 569.8| 386.7 195.2| 142.6| 805.3| 1,377.4| 3,620.4
1991 178.2| 235.2| 1,103.6| 579.3| 4248 202.2| 144.2| 857.2| 1352.8| 3,785.9
1992 186.6| 250.9| 1,177.4| 626.7| 463.5 216.2| 153.0| 897.3|| 1,400.0| 4,040.5
1993 2010/ 272.6| 1,241.5] 659.1| 488.0 2255 163.7| 928.1\ 1,453.4] 42759
1994 2180/ 294.0| 1,297.8] 698.4| 5111 2350 1732| 961.8| 1572.4] 4,538.0
1995 2263 307.6| 1,383.0( 743.1] 5333 2483 180.9| 990.4| 1631.4] 47758
1996 2352 335.7| 1,470.7| 810.1] 5525 264.4| 188.1| 1,021.6\ 1,722.4| 5,072.8
1997 2537 347.8| 1,593.3| 896.5| 573.1 289.8| 197.4| 1,056.8| 1,820.8| 5426.8
1998 273.7| 381.6| 1,684.6] 976.2| 6015 306.0/ 211.1| 1,094.5| 1,895.4| 5,757.1
1999 287.4| 439.3| 1,798.4| 1,064.5] 6345 327.8| 217.8| 1,141.2|| 1,958.9| 6,168.3
2000 301.6| 4583| 1,931.0| 1,140.8| 6784 350.1|  229.1| 1,202.7|| 2,081.5| 6,532.8
2001 2969 476.9| 2,059.2| 1,165.9| 7393 3615 241.5| 1,2583| 2,027.5| 6,842.2
2002 304.6| 483.0| 2,141.9| 1,189.0| 799.6 3815 252.5| 1,338.4| 2,036.9] 7,094.3
2003 3216 491.8| 2,260.4 1,235. 850.6 398.8| 264.3| 14145\ 2,126.7| 7,430.0
2004 3329| 538.7| 2,412.9| 1351.9] 909.0| 4243 227.7| 1,483.3| 2,283.1| 7,967.9
Industry value added as a percentage of GDP (percent)
1974 3.9 3.4 149 5.6 43 2.1 2.4 14.8 314 53.7
1975 3.6 3.4 15.1 5.7 45 2.8 2.3 15.1 30.3 54.6
1976 3.8 3.5 149 58 46 2.8 2.3 147 30.7 54.6
1977 3.8 3.5 15.0 6.0 46 2.9 2.3 144 30.9 54.7
1978 3.8 3.5 15.1 6.2 46 3.0 2.3 13.8 31.0 55.2
1979 3.8 3.5 152 6.4 47 3.0 2.3 135 31.2 55.3
1980 3.7 3.5 15.9 6.7 5.0 3.0 2.2 13.8 30.1 56.1
1981 3.5 3.6 15.9 6.8 5.1 3.0 2.2 13.6 30.3 56.1
1982 3.3 3.8 16.6 7.1 5.5 3.1 2.2 142 284 57.4
1983 3.3 4.0 17.1 14 5.6 32 2.2 139 26.9 59.1
1984 3.3 3.7 17.0 1.7 5.4 3.1 2.3 13.7 21.3 59.0
1985 3.2 3.9 173 8.1 5.5 32 2.3 13.8 26.2 59.9
1986 3.3 3.9 17.8 85 5.6 32 2.4 139 25.0 61.1
1987 3.2 3.9 17.7 8.7 6.0 32 2.4 139 24.9 61.2
1988 3.2 3.8 17.8 9.1 6.1 3.3 2.4 13.8 24.7 61.5
1989 3.0 3.8 17.8 9.4 6.3 3.3 2.4 13.7 245 61.8
1990 2.9 3.9 18.0 9.8 6.7 34 2.5 139 237 62.4
1991 3.0 3.9 184 9.7 7.1 34 2.4 143 22.6 63.1
1992 2.9 4.0 18.6 9.9 7.3 34 2.4 142 22.1 63.8
1993 3.0 4.1 18.6 9.9 7.3 34 2.5 139 21.8 64.2
1994 3.1 42 184 9.9 7.2 3.3 2.4 13.6 222 64.2
1995 3.1 42 18.7 10.0 7.2 34 2.4 134 22.1 64.6
1996 3.0 43 18.8 104 7.1 34 2.4 131 22.0 64.9
1997 3.1 42 19.2 10.8 6.9 35 2.4 12.7 219 65.3
1998 3.1 44 193 112 6.9 35 2.4 125 217 65.8
1999 3.1 47 194 115 6.8 35 2.3 123 21.1 66.6
2000 3.1 47 19.7 11.6 6.9 3.6 2.3 123 21.2 66.5
2001 2.9 47 20.3 115 7.3 3.6 2.4 124 20.0 67.6
2002 2.9 46 20.5 114 7.6 3.6 2.4 12.8 19.5 67.8
2003 2.9 45 20.6 113 7.8 3.6 2.4 129 194 67.7
2004 2.8 46 20.6 115 1.1 3.6 2.4 12.6 19.5 67.9

Note (cont’d).—Value added industry data shown in Tables B-12 and B-13 are based

System (NAICS). GDP by industry data based on the Standard Industrial Classification (SIC) are available from the Department of Commerce,

Bureau of Economic Analysis.

Historical data for 194773 are available from the U.S. Department of Commerce, Bureau of Economic Analysis. See Survey of Current

Business, December 2005, for details.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—13.—Real gross domestic product by industry, value added, and percent changes, 1974-2004

Private industries

Manufacturing

Y domaic | Toa c Whol
ear omestic N on- : ole- p
product ?[:'[}/:ste Mining struc- Total Dur- Non- H}g; sale Ftireatgél
tries tion A" | able gg{e trade
turing goods goods
Chain-type quantity indexes for value added (2000=100)
44.001)  41.645 78.981) 75227\ 42.094| 35.093| 54.964| 57.065| 30.154| 33.972
43.916| 41.482 80.253| 68.132| 39.206| 31.649| 53.697| 60.771| 30.899| 34.244
46.256| 43911 80.136| 73.128| 43.369| 34910 59.644| 60.220| 31.994| 36.890
48.391)  46.088 86.262| 74.057| 46.745| 37.736/ 64.010| 59.909| 33.611| 38.412
51.085| 48.802 88.929| 78.442| 49.157| 40.159| 66.062| 59.583| 37.065/ 40.654
52.699|  50.606 79.749) 81.174| 50.843| 40.808| 70.282| 54.661| 39.888| 40.701
52.579]  50.321 89.978| 74.626| 48.190| 38476/ 67.152| 51.968| 39.782| 38.907
53.904| 51720 90.260|  67.939| 50.480| 39.563| 72.303| 51.733| 42.074| 40.035
52.860|  50.422 86.329] 59.460| 46.795| 35645 69.864| 50.698| 42.096| 39.951
55.249|  52.785 81.175] 62.805| 50.455| 37.953| 76.660| 52.706| 43.770| 44.123
59.220|  56.789 88.849| 72200 55.084| 44.042| 76.466| 57.341| 47.143] 48.265
61.666| 59.383 93.077| 79.043| 56.582| 45.187| 78.688| 60.940| 49.523| 51.232
63.804| 61.137 87.529| 81.818| 56.516| 45550 77.515/ 64.406| 54.486| 54.187
65.958|  63.367 91.661| 82.448| 60.746| 48.859| 83.572| 72.315| 53.070| 52.138
68.684|  66.299 99.992| 85435 64.212| 52.843| 85425 70.613| 56.444|  56.545
71.116|  68.710 97.072| 87.646| 65.033| 53.696| 86.109) 79.002| 58.603] 58.838
724511 69.905 96.157| 86.543| 64.299| 52.963| 85419 84.447| 57.318| 59.794
72.329|  69.779 97.638| 79.137| 63.412| 51496/ 85835 ~85.285| 59.387| 59.483
74734 72.363 95.694| 80.026| 65.508| 52.742| 89.669| 85.362| 65.037| 62.960
76.731|  74.291 97.020] 82.010/ 68.255| 55.173| 92.943| 85.814| 67.135| 65351
79.816| 77.765 105.327| 86.586| 73.496| 60.173| 98.369| 89.518| 71.346/ 69.806
81.814| 79.722 105.681| 86.312| 76.819| 65.218) 97.783| 93.835 70.800/ 72.974
84.842|  83.179 98.850|  90.694| 79.682| 69.120 8.443|  95.405| 77.261| 79.407
88.658|  87.362 102.463| 93.267| 84.518| 75.335| 100.438] 91.161| 85.648 86.039
92.359|  91.662 101.682| 97.087| 90.181| 84.355| 99.762| 90.481| 95431 90.399
96.469) 96.183 104.300{ 99.411) 94.104| 89.627| 101.298] 94.672| 100.412| 95.686
100.000{ 100.000 100.000{ 100.000| 100.000| 100.000{ 100.000| 100.000| 100.000| 100.000
100.751| 100.908 94.715| 100.163| 94.436| 94.031| 95.034| 95.081| 107.003| 106.970
102.362| 102.354 88.719] 98.201| 97.066| 95.663| 99.056| 99.144| 108.059| 109.294
105.130 105.178 87.383] 96.895| 98.894| 99.756| 97.827| 106.881| 110.467| 113.202
109.562| 110.069 89.352|  99.305| 103.638| 106.071| 100.507| 108.054| 115.559| 120.420
Percent change from year earlier

1974 .. -0.5 -0.9 =22 4.2 -36 4.5 -34 -6.2 1.8 -12 4.2
1975 -2 -4 1 1 16 -94 6.9 -9.8 =23 6.5 25 8
1976 5.3 59 8 -1 73 10.6 10.3 11.1 -9 35 1.7
1977 46 5.0 1 1.6 1.3 18 8.1 73 -5 5.1 41
1978 5.6 59 -3.0 3.1 59 5.2 6.4 3.2 -5 10.3 58
1979 3.2 3.7 8 -10.3 35 3.4 1.6 6.4 -83 1.6 1
1980 -2 -6 2.1 12.8 -8.1 -5.2 -5.7 4.5 -49 -3 4.4
1981 2.5 2.8 25.6 3 -9.0 48 2.8 7.7 -5 58 2.9
1982 -19 =25 4 4.4 -12.5 -13 -99 -34 2.0 1 -2
45 47 -31.2 -6.0 5.6 78 6.5 9.7 4.0 4.0 104
1.2 7.6 31.8 9.5 15.0 9.2 16.0 -3 8.8 7.1 9.4
41 46 21.8 48 9.5 2.7 2.6 2.9 6.3 5.0 6.1
3.5 3.0 -14 -6.0 35 -1 8 -15 5.7 10.0 5.8
34 3.6 2 47 8 15 73 7.8 12.3 -2.6 -38
41 46 -95 9.1 36 5.7 8.2 2.2 =24 6.4 85
3.5 36 9 -2.9 26 1.3 1.6 8 11.9 38 41
1.9 1.7 0 -9 -13 -1.1 -14 -8 6.9 22 16
-2 -2 9 1.5 -8.6 -14 -28 5 1.0 3.6 -5
33 3.7 2 -2.0 11 33 24 45 1 9.5 5.8
2.7 2.7 4 14 2.5 42 46 3.7 5 32 3.8
4.0 47 2 8.6 5.6 1.7 9.1 58 43 6.3 6.8
2.5 2.5 6 3 -3 45 8.4 -6 48 -8 45
3.7 43 .5 6.5 5.1 3.7 6.0 7 1.7 9.1 8.8
45 5.0 3 3.7 2.8 6.1 9.0 2.0 4.4 10.9 8.4
42 49 -2.3 -8 11 6.7 12.0 -1 -1 114 5.1
4.5 49 3 26 24 14 6.2 1.5 46 52 58
3.7 4.0 1 2 4.1 6 6.3 11.6 -13 5.6 -4 45
8 9 3 -53 2 -56 -6.0 -5.0 -49 7.0 7.0
1.6 14 5 -6.3 -2.0 2.8 1.7 42 43 1.0 22
2.7 2.8 6 -15 -13 1.9 43 -12 7.8 22 36
42 47 8 23 25 48 6.3 2.7 11 46 6.4

I Consists of agriculture, forestry, fishing, and hunting; mining; construction; and manufacturing.

2Consists of utilities; wholesale trade; retail trade; transportation and warehnusmg information; finance, insurance, real estate, rental, and
leasing; professional and business services; educational services, health care, and social assmance arts, entertamment recreatmn accom-
modation, and food services; and other services, except guvernment

See next page for continuation of table.
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TABLE B—13.—Real gross domestic product by industry, value added, and percent changes, 1974—
2004—Continued

Private industries—continued

- Educa- | ATtS: - -
Trans- Finance, Pro- tional enter- Private | Private
por- insur- fes- se:vices tainment, Other goods- | services-
Year ta- Infor- ance, sion- health | TECea- | services Govern- || produc- | produc-
tion ma- real al and care tion, excent ment ing ing
and tion estate, busi- and accom- over%- indus- indus-
ware- rental, ness social modation, gment tries?! tries 2
hous- | and serv- assis- fan(?1
ing easing ices 00
tance services
Chain-type quantity indexes for value added (2000=100)
41313 24.289| 43.359| 30.374| 48961 41950 68.356| 72.251 47.628|  38.887
38471 25176 45494 29732 51.971| 42.348| 68.213| 73.147| 45.467| 39.687
41.733|  26.473| 46.720| 31.391| 54.419] 45554| 70997\ 74.283|| 49.103| 41.544
43462 28460 47.363| 34.086| 57.878| 48641 71231 74.973 52.269| 43.258
45697 31.532| 50.358| 36.884| 60.672| 52.049| 75.107| 76.694|| 54.587| 46.163
48.252| 34.231| 52965/ 39.387| 63.234] 53512 75.703| 77.721 56.085| 48.120
47.232| 36.394| 554141 40.529| 66.887| 52.407| 74411 79.023 53.880| 48.764
46.178| 38.257| 56.573| 41.554| 68455 54.193| 72329 79.328|| 55.783| 49.923
43.855| 38.155| 56.986| 41.345| 68.856| 55.695| 69.103| 79.456|| 52.029| 49.794
49.486| 41.017| 58.734| 44.142| 71.153| 59.784| 72.470| 80.178|| 53.361| 52.637
52.121| 40717 61.282| 48.913| 72.366| 62.194| 77.498| 81.038| 59.454| 55.727
52.715] 42,039 62.812| 52.748| 73.629| 66.167| 80.936| 83.172|| 62.569| 58.104
53.021) 42,672 63.965| 56.860| 75166/ 69.642| 82.885| 85105/ 62.534| 60.576
55.690| 45.764| 65941 60.050| 80.273| 68.742| 84.221| 86.753|| 66.173| 62.256
57.990| 47.649| 68.652| 64.420| 80.570| 71.515| 89.044| 88.812| 69.104| 65.186
59.507| 51.150| 70.359| 68.787| 84.002| 73.872| 92.183| 90.984| 70.366| 68.033
62.281| 53.420 71.877\ 72.073| 87.047| 76.063| 94.369| 93.215] 69.858| 69.877
65.060] 54.441 73.051| 69.786| 89.285 ~74.232| 91.258| 93.658| 68.214| 70.319
68.758|  57.568| 74.863| 72.008| 91.728| 77.250| 92.502| 94.134)| 70.330| 73.074
71.988| 61.445| 76931\ 73.224| 92.199] 78.787| 95.195| 94.055| 72.128| 75.047
77.827| 65.223| 78506 75.430| 92.413] 80.604| 98.624| 94.407 71818  77.745
80.473| 67.996| 80.732| 77.382| 93.503| 83.542| 99.714| 94.250| 79.572| 79.773
84.585| 72.714| 82.893| 82.053| 94.144| 86.796| 99.072| 94.768|| 82.596| 83.377
88.373| 74.559| 86.786| 87.432| 94.809| 90.310| 99.291| 95.864| 87.229| 87.407
91.454| 82252 90.201| 91.976| 95.603| 93.446| 101.871| 96.923|| 91.878| 91.591
95.301] 95467 94.994| 96.898| 97.304| 96.836| 100.236] 98.009|| 95.402| 96.434
100.000{ 100.000| 100.000| 100.000| 100.000| 100.000| 100.000 100.000{| 100.000{ 100.000
97.354| 104.034| 103.858| 99.346| 103.186| 99.292| 98.337| 100.794| 95.654| 102.584
99.531| 106.263| 104.800f 99.192| 107.527| 101.022| 98.667| 102.467| 96.853| 104.107
103.164| 109.092| 108.409| 102.393| 110.523| 103.997| 99.780| 103.766| 98.009| 107.452
107.340| 123.022| 112.539| 108.993| 114.026| 107.168| 101.001| 104.766| 101.811 112.686
Percent change from year earlier
1.0 32 5.1 0.8 41 =25 -33 26 -4.1 1.1
-6.9 3.7 49 =21 6.1 9 -2 1.2 -4.5 2.1
8.5 5.2 2.7 56 47 1.6 41 1.6 8.0 47
41 1.5 1.4 8.6 6.4 6.8 3 9 6.4 41
5.1 10.8 6.3 8.2 48 7.0 54 23 44 6.7
5.6 8.6 52 6.8 42 2.8 8 13 2.7 42
=21 6.3 4.6 2.9 5.8 =21 -1.7 1.7 -39 1.3
=22 5.1 21 2.5 2.3 3.4 -2.8 4 3.5 24
-5.0 -3 N -5 .6 2.8 4.5 2 6.7 -3
12.8 7.5 3.1 6.8 3.3 73 49 9 2.6 5.7
53 -7 43 10.8 1.7 4.0 6.9 1.1 114 5.9
11 3.2 2.5 1.8 1.7 6.4 44 2.6 5.2 43
.6 15 1.8 18 2.1 5.3 24 2.3 -1 43
5.0 7.2 3.1 5.6 6.8 -13 1.6 1.9 5.8 2.8
41 41 41 13 4 4.0 5.7 24 44 47
26 73 2.5 6.8 43 3.3 35 24 1.8 44
47 44 22 18 3.6 3.0 24 2.5 -7 2.7
45 1.9 1.6 =32 2.6 -24 -33 5 =24 .6
5.7 5.7 2.5 32 2.7 41 14 5 3.1 3.9
47 6.7 2.8 1.7 5 2.0 29 -1 2.6 2.7
8.1 6.1 2.0 3.0 2 2.3 36 4 19 3.6
34 43 2.8 2.6 1.2 3.6 11 -2 2.3 2.6
5.1 6.9 2.7 6.0 1 3.9 -6 5 3.8 45
45 2.5 47 6.6 1 4.0 2 1.2 5.6 48
35 10.3 39 5.2 8 35 26 11 53 48
42 16.1 53 5.4 1.8 3.6 -16 11 38 53
49 47 53 3.2 2.8 33 -2 2.0 48 3.7
-26 4.0 39 -7 3.2 -7 -17 8 -43 26
22 2.1 9 -2 42 1.7 3 1.7 1.3 1.5
3.7 2.7 34 3.2 2.8 29 11 1.3 1.2 3.2
4.0 12.8 38 6.4 3. 3.0 1.2 1.0 39 49

North American Industry Classification System (NAICS).

Historical data for 194773 are available from the U.S. Department of Commerce, Bureau of Economic Analysis. See Survey of Current
Business, December 2005, for details.

See Note, Table B-12.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—14.—Gross value added of nonfinancial corporate business, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Net value added Addenda:
Gross
value Net operating surplus
added | Con- Taxes n- | Capi-
of | sump- Com- on Net Busi- Corporate profits with ven- teﬂ
Year or non- tion pen- | prod- interest ness inventory valuation and ton con-
uarter finan- | of sa- | uction and | o capital consumption Profits valu}e’l— Sump-
q cial fixed | Total tion and mis- rent adjustments before tion tior?
corpo- | cap- of |imports| Total | cel- trans- tax ad- ad-
IJrat_e ital employ- Iebss_ la- fer Taxes | procits just- | just-
usi- ees | subsi- neous on cor-
; - | Total after ment | ment
ness ! dies pay- pay porate 2
ments ments income tax
266.00 21.1) 2449 170.8| 244 497 29 13| 455 20.7) 24.8|| 434] -03 23
276.4| 226 2538 1804 266 46.8 32 14| 422 19.1) 231} 401 -2 2.3
283.7| 232 2605 1845 276 484 3.7 1.5 432 194 238|399 3 3.0
309.8) 23.9| 2859 199.3| 29.9| 568 43 1.7 508 206 30.2|| 44.6 0 6.1
3299 252| 3047\ 2101 317 629 47 1.7 56.5 228 33.8|| 497 1 6.8
356.11 264 329.7| 2257 339| 702 5.2 2.0/ 630 239 39.2|| 559 -5 1.7
391.2| 284 362.8| 2454 36.0| 8l4 58 22| 133 27.11 46.2|| 661 -12 8.4
429.0( 315 3974 2729| 37.0f 876 7.0 270 719 2950 484|| 714| -21 85
4512\ 343| 4168 291.1] 393| 864 8.4 28| 752 2718| 47.3|| 67.6] -l6 9.1
497.8| 37.6| 460.2| 321.9] 455/ 928 9.7 31| 80.0 3350 46.5|| 740] -37 9.7
540.5( 424 498.1) 357.1| 502 90.8| 127 32| 749 333 416|| 71.2] -59 9.6
558.3| 46.8| 511.5| 376.5( 542| 80.7| 16.6 33| 609 273 33.6|| 585 -66 89
603.0( 50.7] 552.4| 3994 595| 934 17.6 370 721 3001 421 674 -46 9.3
669.5( 56.4| 613.2| 4439/ 63.7| 1056/ 18.6 40/ 83.0 338 4921 79.2| -66 105
7508 62.7| 688.1| 5022 701 1158/ 21.8 471 894 404 490/ 994| -19.6 9.5
809.8| 741 7357 552.2| 744| 109.1] 275 411 715 428 347|| 1101 -38.2 5.6
876.7| 879 7887 5755/ 80.2| 1331 284 501 996 419\ 57.7\| 110.7\ -10.5 -5
989.7| 97.0| 892.7| 651.4| 86.7| 1547\ 26.0 1.0 1217 535| 68.2|| 138.2| -14.1| -24
1,119.41 110.5| 1,008.8| 7353 94.6] 1789/ 285 9.0/ 1414 60.6| 80.9|| 1594 -157| -2.2
1,272.9] 127.8| 1,145.1| 8453 102.7| 197.0/ 334 9.5 1541 67.6| 86.6|| 183.7] -23.7| 59
1,415.9| 147.3| 1,268.6] 959.9| 108.8| 200.0, 41.8 9.5 1488 706 78.1|| 197.0 -40.1} -8.1
1,537.1| 168.2| 1,368.9| 1,049.8| 121.5| 197.6| 54.2| 10.2| 1332 68.2| 65.0|| 184.0| -42.1) -8.7
1,746.0{ 191.5| 1,554.5| 1,161.5| 146.7| 246.4| 67.2| 11.4| 167.7 66.0] 101.7|| 185.0| -24.6 14
1,806.2| 211.2| 1,594.9| 1,203.9| 152.9| 2381 774 88| 151.9 43.8| 103.1)| 1399 -7.5/ 195
1,933.0f 217.6| 1,7154| 1,266.9| 168.0| 280.5 77.0/ 10.5| 192.9 61.7| 131.2|| 163.3] -7.4| 37.1
2,167.5 230.7| 1,936.8| 1,406.1| 185.0| 3457 86.0| 117\ 248.0 75.9] 172.0|| 197.6] -4.0| 543
2,302.0) 247.4| 2,054.6| 1504.2| 196.6| 353.8/ 91.5| 16.1| 2463 7111 175.2|| 1734 0] 728
2,387.5 255.3| 2,132.2| 1583.1| 204.6| 3445 951 27.3| 222.1 76.2| 1459|| 149.7 7.1 653
2,557.1| 266.5 2,290.6| 1,687.8| 216.8| 386.0) 96.4| 29.9| 259.7 94.2| 1655|| 209.8] -16.2| 66.2
2,771.6| 281.6| 2,490.0| 1812.8| 233.8| 443.4| 109.8| 27.4| 306.2| 104.0| 202.3|| 2604| -22.2| 68.0
2,912.3| 301.6| 2,610.7| 1914.7) 248.2| 4479| 142.0| 23.0| 282.9| 101.2| 181.7|| 238.7| -16.3| 60.6
30415 319.2| 2,722.3| 2,012.9| 263.5| 4458| 146.2| 254| 2743 98.5| 175.8|| 239.0| -12.9| 482
3,099.7| 341.4| 2,758.3| 2,048.4| 285.7| 4242| 1359 26.7| 2615 88.6| 172.9| 2224 49| 342
3,236.0| 353.6| 2,882.3| 2,154.1| 302.5| 425.7| 111.3| 25.2| 289.2 944 1948|| 258.2| -28| 338
3,397.8| 363.4| 3,034.4) 22448 318.8| 470.8| 102.0| 29.6| 339.2| 108.0| 231.2|| 303.3] -4.0/ 399
3,669.5| 391.5 3,278.0| 2,381.5 349.6| 546.9| 101.0{ 30.0f 4159 1329 283.1|| 380.1| -12.4| 483
3,879.5 415.0| 3,464.5| 2509.8| 356.9| 597.8| 1152| 30.2| 452.5| 141.0| 311.4|| 419.3| -183| 515
4,109.5| 436.5 3,673.0| 2,630.8| 369.1| 673.1) 111.9] 380 523.2| 153.1| 370.1|| 458.5 31| 616
44018| 467.1| 3,9347) 2,812.9| 3855 736.3| 124.0( 39.0| 573.4| 161.9| 411.5|| 4942| 141 650
4,655.0| 493.3| 4,161.7) 30456/ 398.7| 717.4| 143.8| 352| 538.3| 158.6| 379.7|| 449.4| 202| 68.7
4950.8| 523.8| 4,427.0| 3267.7| 416.6| 742.7) 160.2| 45.0| 537.6| 171.2| 366.3|| 457.9 1.0 787
5272.2| 567.8| 4,704.3| 3,544.4| 44341 716.5| 191.7| 48.4| 476.4| 1702 306.2 423.9| -14.1| 66.6
5293.5| 646.8| 4,646.7| 3,595.9| 439.1| 611.8] 204.0| 50.6| 357.2| 1117\ 2455| 310.6| 11.3| 352
5371.7| 643.6| 4,728.2| 3,611.9| 465.5| 650.8/ 167.4| 54.0| 429.4 97.0] 332.3|| 336.3| -22| 953
6| 494311 3,703.2| 486.5( 753.4| 166.2| 62.4| 524.9| 126.5| 398.3|| 448.1] -13.3| 90.0
5305.1| 3,906.8| 519.1) 879.2| 1649 60.4| 6539 1659 487.9|| 5739 -39.6| 119.7
4,1739| 5498 ... JOPOPY IR PPUORRROPONY [SVPPPPPPOOUIN DUUPOPPOORY | OURPOOORY IUPPPROOO -55.7
. 3576.7| 454.3| 610.2| 186.1| 53.6| 370.6 7821 292.3|| 260.9| 133| 964
. 3616.8| 462.8| 635.3| 1685 53.2| 4135 919 321.6|| 317.2| -16| 979
. 36264 470.2| 6555/ 160.1| 53.8| 4415 102.0| 339.5|| 357.2| -11.8| 96.1
. 36274 4748\ 702.0) 155.0{ 55.2| 491.8] 116.0| 375.8|| 409.8] -88| 909
5456.5| 646.1| 4,810.4| 3,636.8| 478.3| 6952 161.3| 59.1| 474.8| 1193 3554| 423.7| -250| 76.0
5541.8| 649.6| 4,892.2| 3,682.2| 4749| 7352 166.1| 61.6/ 507.5| 116.7| 390.7|| 4143| -2.1] 953
5650.0( 654.3| 4,995.7| 3,726.1| 493.1| 776.5| 168.4| 63.7| 544.4| 1281 416.3| 4540 -51| 956
5734.4| 660.2| 5074.2| 3,767.8| 499.8| 806.6| 168.9| 65.0| 572.8| 1419| 430.9|| 500.5| —20.8] 93.1
5822.0| 667.4| 5154.7| 3,806.3| 509.8| 838.5| 169.1| 66.7| 602.7| 1459| 456.8|| 507.9| -28.9| 123.8
5922.8| 675.7| 5247.1| 3,850.5| 516.2| 880.4| 166.2| 67.6| 646.6| 1652 481.4| 571.9| —483| 123.0
6,038.0| 722.0| 5316.11 39285 520.6| 866.9| 162.1| 37.9| 666.9| 171.8| 495.1|| 589.5| -36.9| 114.2
6,198.9| 696.2| 5502.8| 4,042.0/ 529.9| 930.9| 162.1| 69.5| 699.3] 180.8| 518.5|| 626.1| —44.4| 117.6
6,282.8| 697.5 5585.3| 4,105.4| 537.7| 942.2| 167.0| 58.0| 717.1| 2319| 4852| 807.6| —39.1] -51.3
6,414.0/ 700.4| 5713.6| 4,140.5| 547.9{1,025.2| 167.3| 584| 799.6| 248.6| 550.9|| 865.5| -18.9| -47.0
6,512.1| 792.8| 5719.3| 4,198.8| 553.7| 966.8] 172.8 29| 791.1] 258.0| 533.1|| 890.8| -27.5| —72.2
726.0] ... 4,251.1) 559.9]..ccccccens JOVO0L V20 A FFUUOROPONE VOPPPOPOORIN FUUOPPOORY | UUPOOORY IVPPPROO -52.0

L Estimates for nonfinancial corporate business for 2000 and earlier perio

estimates are based on the North American Industry Classification System (NAICS).
2With inventory valuation and capital consumption adjustments.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—15.—Gross value added and price, costs, and profits of nonfinancial corporate business,
1959-2005
[Quarterly data at seasonally adjusted annual rates]

Gross
value added
of

Price per unit of real gross value added of nonfinancial corporate business (dollars)! 2

Corporate profits with

nonfinancial Coer[?_— Unit nonlabor cost inventory valuation and
corporate sgtion capital consumpAtmn
| o [ e [ |
dz)liars) 1 Total? | empiny- SUMP- -\ produc- | an Taxes
e o | Total tioofn ptiog Imiscel- ol | o Pr?tfits
aine ' an aneous | Total | corpo- | after
Current (2000) labor fixed im- pay- rate tax®
dolfars | oifars cost) capital | portes | ments income
980.4 | 0.271 0.174 | 0.051 0.022 0.026 0.003 0.046 0.021 0.025
08| | aR| 0| 03| o8| ooa| oa2 ola 53
1,120.7 276 178 .053 021 .028 .004 045 018 027
1,186.7 278 177 .053 021 .028 .004 .048 .019 .028
1,270.3 .280 178 .053 021 .028 .004 .050 .019 031
1,375.1 284 178 .053 021 .028 .004 .053 .020 .034
1,472.6 291 185 .053 021 .027 .005 .053 .020 .033
1,508.9 299 193 .057 .023 .028 .006 .050 018 .031
1,604.8 310 201 .059 .023 .030 .006 .050 021 .029
1,667.6 324 214 .065 .025 .032 .008 .045 .020 025
1,649.9 338 228 073 028 .035 .010 037 017 .020
1,716.6 351 233 077 .030 037 .010 042 017 .025
1,846.4 363 240 078 031 037 .010 .045 018 027
1,957.7 .384 251 .081 032 .038 011 .046 021 .025
1,925.4 421 281 .093 .038 .041 014 .040 022 018
1,898.8 462 303 .106 .046 .045 015 052 022 .030
2,050.0 483 318 .106 .047 .046 013 059 .026 033
2,200.0 .509 334 110 .050 .047 013 .064 028 037
2,344.1 543 .361 117 .055 .048 014 .066 .029 .037
2,418.7 .585 .397 127 .061 .049 017 .062 .029 .032
. 2,394.6 .642 438 148 .070 .055 023 .056 028 027
. 2,4915 701 466 .167 077 .063 027 .067 .026 .041
. 2,430.6 743 495 .186 .087 067 032 .062 .020 .042
. 2,545.1 759 498 .185 .085 .070 .030 076 .024 .052
. 2,772.8 182 507 .185 .083 071 .031 .089 .027 .062
. 2,896.3 795 519 .190 .085 073 032 .085 .025 .060
. 2,963.3 .806 534 .196 .086 078 032 075 .026 .049
2,557.1 3,119.6 .820 541 .195 .085 079 .031 .083 .030 .053
2,771.6 3,300.7 .840 549 197 .085 079 .033 .093 .031 .061
29123 3,361.8 .866 570 213 .090 .081 .042 .084 .030 .054
3,041.5 3,404.0 .894 591 222 .094 .085 043 .081 .029 .052
3,099.7 3,376.2 918 .607 234 101 .093 .040 077 .026 .051
3,236.0 3,479.5 930 .619 228 .102 .094 .032 .083 .027 .056
3,397.8 3,575.5 .950 .628 228 .102 .097 .029 .095 .030 .065
3,669.5 3,797.9 .966 .627 230 .103 .100 .027 110 .035 075
3,879.5 3,977.4 975 .631 230 .104 .097 .029 114 .035 .078
4,109.5 4,196.4 979 .627 228 .104 .097 .027 125 .036 .088
4,401.8 4,469.3 .985 .629 228 105 095 .028 128 .036 .092
4,655.0 4,725.4 .985 .645 226 .104 .092 .030 114 .034 .080
4,950.8 5011.0 .988 .652 229 105 .092 .032 .107 .034 073
5272.2 52722 1.000 672 237 .108 .093 .036 .090 032 .058
5,293.5 5,224.5 1.013 688 257 124 .094 .039 .068 021 .047
537L.7 5,269.7 1.019 685 253 122 .099 032 .081 018 .063
5,595.7 5418.2 1.033 683 252 120 .101 .031 097 023 074
5,995.4 5714.1 1.049 684 251 121 .101 .029 114 .029 .085
5,284.6 5,194.6 1.017 689 258 124 .098 .036 071 015 .056
5,358.3 5,265.4 1.018 .687 252 122 .098 032 079 017 .061
5,395.6 5,296.0 1.019 685 250 121 .099 .030 .083 019 .064
5,448.4 5322.8 1.024 .681 250 121 .100 .029 092 .022 071
5,456.5 5301.9 1.029 686 253 122 101 .030 .090 .023 .067
5,541.8 53745 1.031 .685 252 121 .100 031 .094 .022 073
5,650.0 5,466.9 1.033 682 253 120 .102 .031 .100 .023 .076
57344 5,529.7 1.037 681 252 119 .102 031 .104 .026 .078
5,822.0 5578.3 1.044 682 253 120 103 .030 .108 .026 .082
5,922.8 5,625.9 1.053 .684 254 120 104 .030 115 .029 .086
6,038.0 5,756.2 1.049 682 250 125 .097 .028 116 .030 .086
6,198.9 5,895.9 1.051 .686 247 118 102 027 119 .031 .088
6,282.8 5,943.3 1.057 691 245 117 .100 .028 121 .039 .082
6,414.0 6,046.0 1.061 .685 244 116 .100 .028 132 .041 .091
6,512. 6,107.0 1.066 .688 249 130 .091 .028 130 .042 .087

L Estimates for nonfinancial corporate business for 2000 and earlier periods are based on the Standard Industrial Classification (SIC); later

estimates are based on the North American Industry Classification System (NAICS). .
2The implicit price deflator for gross value added of nonfinancial corporate business divided by 100.

31 ess subsidies plus business current transfer payments.

4Unit profits from current production.

5With inventory valuation and capital consumption adjustments.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—16.—Personal consumption expenditures, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Durable goods Nondurable goods Services

Personal Furni- Household
Yearor | SO '\\fgﬁ?r g”r{g Cloth- | Gaso- | Fuel operation | rrpns. Medi-

quarter ptio L L ing | line | oil 1 | Hous- por-

expendi- | Total! | cles | house- | Total! | Food | 2% | 20q | 4ng | Total ing? Elec- | %o cal
tures and | hold shoes | oil | coal Total 1 | HICItY | jgp | care

parts | equip- and

ment gas

317.6| 427) 189 181| 1485 806 264 113 126.5( 45.0| 187 76| 106 164
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o
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o
o
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~
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o

o
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—o ;o wRe

. . 711,330.5 24212 6585| 250.7| 108.9| 157.7| 6722
44779 526.7| 234.0| 193.4{1379.4| 6919| 229.9| 114.1 25718 6839| 269.9| 1182 172.7| 715.1
4743.3| 5822 260.5| 213.4/1437.2| 720.6] 238.1| 1162 2,7239| 726.1| 286.2) 120.7| 190.6| 752.9
49758 611.6| 266.7| 228.6/1,485.1) 740.9| 241.7| 1202 2,879.1| 764.4| 2987\ 122.2| 207.7| 797.9
5266.8| 652.6| 284.9| 242.9/1,555.5| 768.7| 250.2| 130.4 3,048.7| 800.1| 318.5| 129.4| 226.5| 833.5
55474 692.7| 305.1| 256.21,619.0 796.2| 258.1| 134.4 3,235.8| 842.6| 337.0| 131.3| 2457 873.0
5879.5| 750.2| 336.1| 273.1/1,683.6| 829.8| 2709/ 122.4 34457\ 894.6| 350.5| 129.8| 259.5/ 9214
6,282.5| 817.6| 370.8| 293.9(1,804.8| 873.1| 286.3| 137.9 3,660.0| 948.4| 364.8) 130.6| 276.4| 961.1
6,739.4| 863.3| 386.5| 312.9(1,947.2| 925.2| 297.7| 175.7 3,928.8/1,006.5| 390.1| 143.3| 291.3/1,026.8
7,005.01 883.7| 407.9| 312.1(2,017.1| 967.9| 297.7| 171.6 4,154.311,073.7| 409.0) 156.7| 292.8/1,113.8
7,350.7 9239| 429.3| 323.1(2,079.6/1,001.9| 303.5| 164.5| 14.2/4,347.2|1,123.1| 407.7| 152.5| 288.4|1,206.2
7,709.9 950.1| 439.1| 330.3(2,189.0/1,048.5| 310.8| 192.6| 17.04,570.8/1,158.0| 428.8| 166.6| 296.8|1,299.
8214.3| 987.8| 441.8| 354.112,368.3|1,134.7| 329.0| 230.4| 19.5/4,858.2|1,221.1| 446.2| 175.9| 306.9/1,401.
8,745.9(1,025.7 445.8| 373.3|2,564.3/1,218.8| 345.5 287.2| 23.4/5,155.9|1,281.6| 482.4| 201.6| 321.1)1,509.
7,2303| 915.2| 422.8| 322.0(2,044.9 303.6| 146.7| 12.7/4,270.2|1,112.9| 400.0| 146.5| 287.7/1,169.
7,323.01 9189| 422.4) 324.9(2,078.9/1,000.3| 303.8| 167.2| 14.1/4,325.2|11,121.1| 406.9| 153.0 289.0/1,193.
7,396.6| 940.1| 446.6| 322.2(2,085.111,002.4| 300.2| 170.1| 14.4/4,371.411,126.2| 407.9| 151.3| 287.7/1,218.
74531 9215 425.2| 323.3(2,109.7/1,011.6| 306.5| 174.1| 15.8/4,421.8/1,132.2| 415.9| 159.1| 289.4|1,244.
7,555.2| 919.7| 427.2| 319.5(2,156.0|1,026.6| 302.8| 199.9| 18.1/4,479.5/1,141.8| 424.7| 164.2| 293.0/1,265.
76353 942.2| 438.1| 325.9(2,153.111,033.7| 307.0| 185.2| 16.1/4,540.0|1,149.5| 428.2| 167.1| 294.9/1,288.
7,782.4| 974.7| 454.6| 335.3(2,213.5/1,058.9| 316.1| 194.9| 16.7/4,594.2|1,162.4| 427.9| 165.1| 298.4/1,308.
7,866.6| 963.6| 436.4| 340.6(2,233.6/1,074.9] 317.3| 190.6| 17.3/4,669.5/1,178.4| 434.3| 169.8| 300.8|1,335.
8,032.3| 9742\ 437.0| 347.2(2,302.7/11,106.5| 326.7| 211.3| 18.0/4,755.4|1,195.8| 440.0| 172.9| 304.8|1,360.
8,145.6| 974.6| 432.4| 351.7(2,355.2|1,124.8| 325.7| 2349|18.2/4,815.9/1,213.9| 440.7| 171.8| 305.6/1,387.
8,263.2| 993.8| 444.9| 356.9(2,378.4/1,141.0| 328.3| 229.0| 20.3/4,891.0|11,230.0| 445.9| 173.2| 308.0/1,415.
8,416.1/1,008.6| 452.8| 360.6{2,437.1|1,166.4| 335.2| 246.5| 21.4/4,970.4|11,244.7| 457.9| 185.9| 309.2|1441.
8,535.8(1,017.3| 449.6| 366.9(2,476.6/1,184.2| 340.5| 253.1| 22.0/5,041.8/1,260.6| 465.3| 189.5| 312.3)1,470.
8,677.011,035.5| 458.5| 370.0(2,533.7|1,207.1| 344.9| 273.9| 22.5/5107.8/1,275.3| 471.4| 192.4| 318.5|1,492
8,844.011,050.9| 468.7| 374.9(2,604.9/1,229.9| 343.9| 313.9| 24.4/5188.3|1,288.2| 484.4| 202.1| 324.1)1,522.
8926.9| 999.0/ 406.4| 381.6(2,642.0/1,254.2| 352.6| 307.9| 24.4/5,285.9|1,302.3| 508.4| 222.4| 329.6|1,554.

Lncludes other items not shown separately. .
2|Includes imputed rental value of owner-occupied housing.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—17.—Real personal consumption expenditures, 1990-2005
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Per- Durable goods Nondurable goods Services

SCUD'KI Furni- Household

Year or | sump- 'vgrt]?r gunrg Cloth- | Gaso- | Fuel operation
Quarter tion | otart | cles | house- | Total! | Food | M@ line | oil | roa)1 Housz— Elec-
ex and | hold and | and | and ing tricit
pendi- parts | equip- shoes | oil | coal Total! andy
tures ment gas

1
1
1
1
1
1
1
1
1
1
1
1
2
2
2
2
2
2,
2
2
2
2
2
2
2
2
2
2
2
2
2
2

111038
| ) 1,044.4] 388.0| 1398
9545 317.0| 182.0| 156| 4. 10437 395.1| 1458
, 954.4| 3157| 1832 155| 4. 10410 392.4| 144.1
, 9595 324.4 1812 163| 4. 10393| 3973 149.8
. | 969.2| 323.4| 181.7| 157/ 4, 1,041.3| 3979| 1486
014 ! 9705 331.1| 181.7] 147/ 4 10445 3964| 1455
; . 987.7| 3404| 184.0| 156/ 4. 10501| 3959| 143.8
. . 992.8| 3415 185.3| 161 4 1057.7| 402.4| 1492
1,0716 , 10155 352.6| 184.7| 156 4, 1,067.6) 4042 149.7
10725 , 10225 3497| 1855| 154/ 4. 10746 4023| 146.9
111004 . 3509| 1854| 16.0| 4, 10819 4035| 1456
11151 '23655/1.047.4| 363.0 188.1] 15.0| 4, 10895 4124 154.7
11223 , 1,0609| 367.9] 192.1| 156/ 4, 10956 4143| 1552
11439 , 10722 3744| 1905| 148 4. 11014 4138| 153.2
91,1697 '305.8/1.088.7| 377.2| 1887 14.4] 4, 11066 4185| 1555
Vo 7930211147 4113| 505.2 1,103.0] 387.0| 1909| 13.6 11115 4205| 1559

LIncludes other items not shown separately.
2|ncludes imputed rental value of owner-occupied housing.

Note.—See Table B-2 for data for total personal consumption expenditures for 1959-89.
Source: Department of Commerce, Bureau of Economic Analysis.

303



TABLE B—18.—Private fixed investment by type, 1959-2005

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Nonresidential Residential
Equipment and software Structures
" Information processing equip-
Private
Year or fixed L%tna_l s ment and software Ind Trans- Total s
quarter invest- | oo truc- Com ndus- resi- in-
- - ) porta- | Other
ment den- tures | 7ot puters egd?lly tion equip- ﬂg?i Total! fglrﬁ’
tial Total and pe- | Soft- Other | ment | €auip- ment ily
ripheral | ware ment
equip-
ment
1959 ... 74.6 46.5 18.1 284 4.0 0.0 00| 40 85 83 76| 281 215| 167
19.6 298| 49 2 A 46 9.4 85 710 263 258| 149
19.7 29.1] 53 3 2| 48 8.8 8.0 700 264 259| 141
20.8 323 57 3 21 51 9.3 9.8 750 290 284| 151
21.2 38| 6.5 1 4 54 10.0 9.4 88| 321| 315| 16.0
23.7 392 74 9 5159 114 10.6 99| 343| 336/ 176
28.3 2465| 85 1.2 gl 617 13.7 13.2 11.0| 342| 335| 178
313 54.0| 10.7 1.7 1.0 8.0 16.2 14.5 1271 323| 316| 166
315 549| 11.3 1.9 12| 82 16.9 14.3 124 324| 316| 168
336 59.9| 11.9 1.9 13 8.7 17.3 17.6 13.01 387 37.9| 195
37.7 67.0| 14.6 24 18| 104 19.1 189 144\ 426| 416] 197
40.3 68.7| 16.6 2.7 23| 116 20.3 16.2 156 414| 402| 175
42.71 71.5] 17.3 2.8 241 122 19.5 18.4 16.3| 558| 545| 258
47.2 817 19.5 3.5 28| 132 214 21.8 1901 69.7| 68.1| 328
55.0 983| 23.1 3.5 32| 163 26.0 26.6 226 753 736] 352
61.2| 108.2| 27.0 3.9 39| 192 30.7 26.3 243 66.0| 641 29.7
61.4| 1124 285 3.6 48| 202 313 25.2 274 627| 608| 29.6
65.9| 1264 327 44 52| 231 341 30.0 296| 825| 804 439
746| 1541\ 392 5.7 55( 28.0 39.4 39.3 36.3| 1103 107.9] 62.2
936| 187.0| 487 16 63| 348 47.1 47.3 43.2| 131.6| 1289| 728
117.7 216.2| 585 10.2 81| 402 56.2 53.6 47.9| 141.0| 1378| 723
136.2| 226.2| 688 12.5 98| 464 60.7 184 48.3| 123.2| 119.8| 529
167.3| 252.7| 8l5 17.1] 11.8| 525 65.5 50.6 562 122.6| 118.9| 52.0
1776 248.9| 883 189 14.0| 553 62.7 46.8 512 105.7| 102.0| 415
154.3| 262.9 | 100.1 239 164| 59.8 58.9 53.5 504| 152.9| 1486| 72.5
1774| 3122|1215 316 204| 69.6 68.1 64.4 58.1| 180.6| 1759| 86.4
1945| 33171303 337 23.8| 729 725 69.0 59.9| 188.2| 183.1| 874
176.5| 3433|1368 334 256 777 754 70.5 60.7| 220.1| 2146/ 104.1
1742 349.9| 141.2 358 29.0| 764 76.7 68.1 63.9| 233.7| 2279 117.2
182.8| 381.0| 1549 380 342| 828 84.2 729 69.0| 239.3| 233211201
1937 414.0| 1726 431| 419] 876 933 67.9 80.2| 239.5| 233411209
202.9| 41951772 386 47.6| 90.9 92.1 70.0 80.2| 224.0| 218.0]112.9
1836| 414.6| 1829 37.7| 53.7| 915 89.3 715 70.8| 205.1| 199.4| 994
1726 439.61199.9 440\ 579] 981 93.0 74.7 720| 236.3| 23041 122.0
177.2| 48942176 47.9| 643] 1054| 1022 89.4 80.2| 266.0| 259.9 140.1
186.8| 544.6 | 235.2 524| 68.3| 1146| 1136| 107.7 88.1| 301.9| 295.6] 162.3
207.3| 602.8263.0 66.1| 74.6| 122.3] 129.0| 116.1 94.7] 302.8| 296.5| 153.5
224.6| 650.8290.1 728| 855| 131.9| 136.5| 1232| 101.0| 334.1| 327.8|170.8
250.3| 718.31330.3 81.4| 107.5| 141.4| 1404| 1355| 112.1| 349.1| 3428|1752
2752 777.3]363.4 87.2| 124.0| 152.2| 146.4| 1440| 1235| 3858| 379.3| 1994
282.2| 851.7|411.0 96.0| 152.6| 162.4| 147.0| 167.6| 126.0| 424.9| 417.8]|223.8
3132 9189|4676 101.4| 176.2| 190.0| 159.2| 160.8| 131.2| 446.9| 439.5| 236.8
322.6| 854.21437.0 85.4| 174.7| 177.0| 146.7| 1417| 128.8| 469.3| 461.9]249.1
279.2| 787.11399.4 77.2| 167.6| 154.5] 1357| 1263| 1257| 503.9| 496.3| 265.9
276.9| 805.6 | 405.7 77.6| 170.0| 158.2| 137.1| 127.9| 134.8| 572.5| 564.7| 310.6
298.4| 9004 | 447.0 916| 178.5| 176.9| 1453| 1519| 156.2| 673.8| 6654 | 377.6
3345 993.8|489.2| 105.6| 198.1| 185.5| 161.0| 170.9| 172.7| 756.0| 747.1|420.7
292.2| 793.0| 402.9 79.7| 165.9| 157.3| 136.7| 130.6| 122.8| 487.2| 479.6|254.3
280.9| 787.0| 4003 76.4| 167.7| 156.2| 1336| 1269| 126.1| 501.0| 493.3|264.0
272.1| 789.3|403.7 78.1| 171.0| 154.7| 136.0| 123.1| 126.5| 505.4| 497.8| 267.9
271.7| 779.0 | 390.6 748| 166.0| 149.9| 136.4| 1247| 127.3| 522.1| 5145|2774
268.4| 779.81392.0 73.9| 165.6| 152.5| 140.7| 119.0| 128.1| 540.0| 5324|2914
277.1| 789.71 3953 75.0| 166.7| 153.6| 137.6| 127.2| 129.5| 552.9| 5452 296.2
279.0| 819.8|412.9 79.1| 173.0| 160.8| 136.9| 1316| 138.4| 584.9| 5769 313.8
283.0| 833.0|422.8 82.3| 174.6| 1659 | 133.3| 133.7| 1433| 612.2| 604.1|341.0
285.3| 85531 436.5 86.6| 176.1| 173.9| 139.9| 1333| 1456| 632.0| 623.8| 354.5
296.3| 886.5| 4443 90.0| 176.9| 177.4] 139.5| 1503| 1524| 673.9| 665.5] 376.7
302.1|  916.9 450.9 923] 179.9| 1786 1493| 1556| 161.0| 689.7| 681.3| 388.1
309.8| 943.1456.3 97.5| 181.1| 177.8| 1526| 168.4| 1658| 699.7| 691.1] 390.9
315.9| 964.3|4746| 102.7| 188.3| 183.6| 161.3| 163.8| 164.6| 7185| 709.7| 401.6
325.6| 987.9|486.6| 105.6| 197.3| 183.6| 154.9| 1728 173.7| 745.0| 736.1| 4103
340.2| 1,008.7|4945| 105.0| 201.3| 188.2| 161.3| 177.9| 175.0| 770.3| 761.3| 426.6
356.3| 1,014.3|501.3| 109.3| 205.5| 186.6| 166.4| 169.0| 177.6| 790.3| 781.1| 4442

Tncludes other items, not shown separately.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—19.—Real private fixed investment by rype, 1990-2005
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Nonresidential Residential

Equipment and software Structures

Information processing equipment
Private Total and software

Year or fixed Total

; non- Trans- ;
quarter | invest- | Struc- Com- Indus- d resi-
ment Eeesnl— tures Total puters trial pggg eOth‘eri den- | poiar2 Single
: i ] quip 1o | Total fami
tial and | gy o equip- | oouip- | ment | fal amily
Total pzr:glh- ware ther ment ment
equip-
ment!

0] 1,085.0 166.2| 1349| 123.1| 130.7| 509.4| 501.3| 272.6

,755.11 1,186.7 188.9| 139.4| 138.7| 150.0| 561.8| 552.9| 307.5

,896.1| 1,287.6 198.8| 1489| 156.5| 159.7| 602.1| 592.7| 327.5

1,551.5 | 1,090.3 162.9| 1358| 130.4| 120.3| 459.0| 45141 238.0

1,545.9 | 1,073.3 162.6| 13271 126.1| 123.8| 469.5| 461.8| 2459

1,543.2 | 1,068.0 161.7| 1347| 1241| 123.6| 471.8| 464.2| 2489

1,537.8 | 1,054.5 157.1| 1349| 1235| 124.1| 479.3| 4716| 2524

1,540.9 | 1,051.6 159.7| 1388| 116.7| 124.5| 484.8| 477.1| 257.8

1,573.7| 1,072.9 161.1| 1356| 1263| 1255| 496.0| 488.0| 2624

1,629.0| 1,101.8 169.1| 1345| 1266| 134.0| 521.2| 5129| 2764
1,656.3 | 1,113.7 1749 130.7| 1226| 138.8| 535.7| 527.1| 293.8
1,684.4 | 1,135.1 184.7| 1359| 121.9| 141.3| 542.4| 533.7| 298.0
1,7445| 1,171.6 189.5| 13441 136.7| 1464| 565.1| 556.2| 308.2

1,780.2 | 1,204.8 1911 142.8| 1428| 154.3| 568.8| 559.7| 312.0

1,811.3 | 1,235.1 190.3| 1445| 153.3| 158.0| 571.0| 561.8| 312.0
1,842.2 | 1,252.2 | 196.3| 150.9| 148.8| 153.9| 584.1| 574.8| 320.5

1,884.7 | 1,279.0 ,040. 196.5| 1432 158.1| 160.6| 599.3| 590.0| 323.3

.| 1,921.5| 1,305.2| 254.1| 1,067.5| 600.2 20211 1488| 163.3| 161.1| 610.0| 600.6| 329.0
Ve | 19359 1,3142| 254.5| 1,076.8| 613.4 2005 1526| 155.6| 163.1| 615.2| 605.6| 3374

LFor details on this component see Survey of Current Business, Table 5.3.6, Table 5.3.1 for growth rates, Table 5.3.2 for contributions, and
Table 5.3.3 for quantity indexes.
2|ncludes other items, not shown separately.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—20.—Government consumption expenditures and gross investment by type, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Government consumption expenditures and gross investment

Federal
State and local
National defense Nondefense
Year or Gross Gross Gross
quarter Total Con- investment Con- investment Con- investment
Total sump- - sump- } sump- -

Total | tion Erﬁg'n‘; Total | tion Er?]g'rﬂ Total tion Ergle”npt

expend- | Struc- | " c expend- | Struc- | - expend- | Struc- | o c

itures | tures soft itures | tures soft- itures | tures soft-

ware ware ware
40.1 250 112 115 9.8 15 0.2 447 307 128 11
41.0 22| 101] 107 8.7 1.7 3 475 335 127 1.2
42.7 241 115| 114 9.0 1.9 6 51.6 366 138 1.3
46.6 20 125| 142 11.3 2.1 8 54.9 39.0| 145 1.3
483 1.6 110| 159 12.4 23 1.2 59.5 419| 16.0 1.5
488 1.3 102| 182 14.0 2.5 1.6 64.8 458 17.2 1.8
50.6 11 89| 198 15.1 2.8 1.9 71.0 50.2 19.0 1.9
60.0 1.3 105| 208 15.9 2.8 2.1 79.2 56.1] 210 2.1
70.0 12 123] 213 17.1 22 1.9 87.9 626 23.0 2.3
772 121 109| 221 18.3 2.1 1.7 98.0 7041 252 24
782 1.5 99| 238 20.2 1.9 1.7 108.2 799| 256 2.7
76.6 1.3 98] 258 22.1 2.1 1.7 120.3 91.5| 258 3.0
77.1 1.8 57| 29.1 24.9 2.5 1.7 132.8 102.71 27.0 3.1
79.5 1.8 57| 327 28.2 2.7 1.8 143.8 1132 271 35
794 2.1 66| 343 29.4 3.1 1.8 159.2 126.0] 29.1 41
845 2.2 89| 39.0 334 34 22 183.4 14371 347 49
90.9 23| 107 451 38.7 41 24 208.7 1651 381 55
95.8 2.1 132| 486 414 46 2.7 2233 1795 381 5.7
104.2 241 144| 545 46.5 50 3.0 238.7 19591 36.9 59
112.7 25| 153| 604 50.6 6.1 37 262.6 2132 428 6.6
123.8 25| 189| 654 55.1 6.3 4.0 290.2 2333 490 18
143.7 32| 211 758 63.8 7.1 49 3224 25841 551 8.9
167.3 32| 257| 840 71.0 1.1 5.3 3473 2823| 554 9.5
191.2 40| 30.8| 849 72.1 6.8 6.0 369.7 3049 542| 106
208.8 48] 37.1| 923 71.1 6.7 7.8 390.5 3241 542| 122
232.9 49| 43.8| 92.8 77.1 7.0 8.7 4226 347.71  60.5| 144
253.7 6.2 51.3| 1016 84.7 7.3 9.6 466.2 3818 676| 168
268.0 6.8| 56.1| 107.8 90.3 8.0 9.5 510.7 4179 742| 186
283.6 77| 588 110.0 90.6 9.0 104 539.4 440.9| 788| 19.6
293.6 74| 539| 1074 88.9 68| 117 576.7 4704 84.8| 215
299.5 6.4| 56.3| 120.0 99.7 69| 134 616.9 502.1| 887| 26.0
308.1 6.1 59.8| 1343 1117 80| 146 671.9 5446 985| 287
319.8 46| 588 1445 119.7 92| 157 706.7 574.6| 103.2| 28.9
3153 52| 56.3| 157.0 129.8| 10.3| 169 737.0 602.7| 1042 30.1
307.6 51| 50.1| 1624 1342 11.2| 169 766.0 630.3| 1045| 31.2
300.7 57| 47.2| 1655 140.1 105 149 806.3 663.3| 108.7| 343
297.3 6.3 451| 1705 1432 10.8| 165 850.0 696.1| 117.3| 36.7
302.5 6.7 454| 1728 1438 112 179 888.6 724.8| 1268| 36.9
304.7 57| 39.2| 1813 153.0 98| 185 937.8 758.9| 1395 394
300.7 510 39.9| 1847 1539 10.6| 202 987.9 801.4| 1436| 43.0
312.9 50| 428| 195.2 162.2| 106 22.4| 1,065.0 858.9| 159.7| 464
321.5 50| 43.8| 208.5 177.8 83| 223| 11428 917.8| 176.0| 49.0
342.4 46| 456 2203 189.5 83| 225| 12128 969.8| 1924| 50.6
381.7 441 51.0( 2425 209.9 99| 228| 12815] 1,0253| 2059| 50.2
436.6 51| 55.0| 258.2 22531 103| 22.6| 1337.1| 1,0748| 2116| 50.8
484.2 51| 634] 2749 241.4 94| 240| 13883| 1117.7| 2176| 53.0
514.4 52| 656| 289.5 252.8| 102 265| 14849| 11926| 2358| 56.5
366.8 42| 47.3| 236.6 204.5 97| 225| 1257.2| 1,001.8| 2048| 506
375.4 44| 51.3| 2441 209.6 97| 248| 1273.1| 1,0194| 2035| 50.2
379.8 45| 53.7| 2439 211.6 98| 225| 1289.8| 1,033.6| 206.0| 50.2
404.8 46| 51.7| 2455 2137 103 21.5| 1,3059| 1,046.7| 209.5| 49.8
. 409.9 47| 52.6| 256.8 2249 102 21.8| 13304| 1,0708| 209.6| 50.1
. 447.0 50| 55.2| 256.3 2206 109| 24.7| 1327.1| 1,067.8| 209.0| 50.2
2,106.2 4394 55| 555| 2615 229.0| 106| 21.9| 13444) 1077.7| 2156| 511
2,116.5 450.0 53| 56.6| 258.0 226.8 93| 21.9| 1346.5| 1,0829| 2120| 517
2,166.2 . 472.5 51| 611 269.6 238.1 91| 224| 13579] 1,095.1| 210.7| 521
2,205.0 . 479.6 47| 629 2774 241.5 96| 264| 13804| 11089| 2187| 527
2,232.5 . 494.6 52| 63.1| 2736 2411 95 230| 13959| 1,1239| 2188| 533
2,260.0 . 490.1 52| 66.7| 2788 245.1 96| 242| 1419.1| 11431| 222.0| 540
2005:1 ... | 2,302.0| 860.2| 575.3 508.9 51| 61.3]| 285.0 250.7 92| 250| 1441.7| 1159.0| 227.5| 552
Il...| 2337.6| 869.8| 582.5 512.3 51| 651| 287.3 250.5 87| 282| 1467.7| 11757| 2357| 563
.| 2,392.7| 892.2| 601.7 528.6 51| 68.0] 290.5 254.3 98| 264| 15004| 12057| 237.7| 57.1
Ve | 2,406.8| 876.9| 581.6 507.8 55| 682| 2953 2557 13.1| 265 15299| 1230.1| 2422| 576

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—21.—Real government consumption expenditures and gross investment by type, 1990—-2005
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Government consumption expenditures and gross investment

Federal
State and local
National defense Nondefense
Year or Gross Gross Gross

quarter Total Con- investment Con- investment Con- investment

Total sump- } sump- ! sump- !
Total | tion Enﬂg'npt Total | tion Enﬂglnpt Total tion Erﬁg'na

expend- | Struc- | ©nu expend- | Struc- | © o expend- | Struc- | " oo

itures | tures soft- itures | tures soft- itures | tures soft-

ware ware ware
404.9 86| 64.2| 1786 156.5| 10.6| 129 868.4 71421 132.1| 25.0
404.4 6.4| 618 182.8 1584 11.8| 137 886.8 729.0| 1365 248
383.5 7.0| 587 195.4 168.2| 132| 15.0 906.5 746.5| 137.0| 259
367.2 6.4 5111|1941 166.0| 14.1| 15.0 919.5 76141 133.9| 26.8
350.6 7.1] 4681 1917 167.3| 12.7| 133 943.3 7806 1349 295
338.1 741 4371 1910 164.7| 126| 147 968.3 79841 1395 317
3322 7.7 4381 189.6 161.1| 127| 164 990.5 812.8| 146.3| 32.7
328.1 6.4 389 1945 166.6| 109| 17.5| 1,025.9 8349 1558 36.1
319.8 55| 40.1] 195.9 164.8| 115 19.8| 1,063.0 866.4 | 155.6| 41.2
324.6 52| 425]| 2015 168.1| 11.1| 223| 1,113.2 900.3| 167.0| 459
321.5 50( 438/ 2085 177.8 83| 223| 11428 917.8| 176.0| 49.0
334.1 441 464 2165 185.8 80| 227| 1,179.0 941.2| 186.0| 517
356.7 42| 526| 2302 197.3 93| 235] 12154 969.4| 1935] 525
388.5 47| 56.7| 238.0 204.8 941 236] 12233 9752 | 1943] 539
4133 441 64.4| 2422 208.6 83| 253| 12284 979.5| 192.8| 56.6
423.0 43| 656| 246.0 210.0 84| 28.0| 12465 991.1| 196.0| 60.5
o . . 346.5 39| 488| 2240 191.8 9.2 229| 1,089 961.9| 19441 525
... . . 353.5 42| 529| 2315 196.9 9.2 256| 12118 967.8| 1916| 524
| 118639 6465 414.4 355.2 43| 554 2322 199.5 93| 233] 12175 972.0| 1928| 52.7
IV...| 1,885.8| 662.3| 4289 3715 43| 532| 2334 201.2 96| 223| 12236 975.7| 1954| 523
2003:1 ... | 1,884.4| 662.8| 425.0 366.7 43| 542| 2379 205.5 941 227| 12216 975.3| 1934| 528
Il ....| 1917.5| 696.8| 460.1 398.7 45| 57.0| 2364 2007 101 25.8| 1,220.7 975.1| 192.3| 533
.| 1,920.1| 693.2| 452.5 390.5 50( 57.3| 240.6 207.7 9.7 229| 12268 974.8| 197.8| 544
IV...| 1922.6| 698.5| 461.2 398.2 48| 584 237.0 205.2 85| 23.1| 12241 9754 193.8| 55.1
2004:1 1,938.4| 716.5| 476.4 409.7 45| 62.7| 2399 207.9 82| 236| 12218 975.3| 191.2| 556
e | 19495 7222 | 4774 410.1 41| 639| 2446 208.8 85| 27.7| 12211 977.2| 1942| 56.2
.| 1,958.4| 728.6| 487.7 419.8 45| 63.9| 2406 207.9 83| 243| 1,229.6 980.7| 1926| 56.9
IV...| 1962.8| 727.6| 483.7 413.4 441 66.9| 2436 209.9 82| 255| 1,235.0 984.8| 1932| 576
2005:1 ..... | 19719 731.8| 4873 4219 43| 61.2| 2443 210.4 78] 263| 12398 986.8| 195.0| 588
Il ... | 19841 736.1| 4917 422.9 43| 652| 2442 208.2 7.2 29.7| 12478 988.8| 199.9| 60.1
.| 1,998.1| 749.5| 503.6 432.2 42| 68.1| 2456 210.1 80| 28.0| 12485 993.3| 1955| 61.0
[ 1,986.2 | 736.1| 486.2 415.0 441 68.0| 249.7 21141 106| 28.1| 1,249.8 995.6| 193.7| 62.0

9-8

Note.—See Table B-2 for data for total government consumption expenditures and gross investment for 195

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—22.—Private inventories and domestic final sales by industry, 1959-2005
[Billions of dollars, except as noted; seasonally adjusted]

Private inventories! Final Ratio of private
sales inventories
Mi?_ilng, of dto fintal sbale_s of
Quarter W) Manu- | Whole- .| Other domes- || 40Mestic business

Totalz | Farm te:ﬁ?j fac- sale ?f;gél indus.- f';?;'z tic

construc- | turing trade tries r?eussslé Total Nonfarm
tion2
Fourth quarter:

1959 47.7 16.5 20.5 6.1 90.8 31.6 4.20 2.87
487 169 219 6.1 93.5 32.7 4.17 2.86
50.1 1731 213 6.6 95.2 343 4.07 2.78
53.2 180 | 227 6.6 100.5 36.0 4.09 2.79
55.1 195 239 7.1 105.5 383 3.91 2.75
58.6 208 | 252 1.1 112.2 412 3.75 2.73
63.4 225| 280 8.3 122.2 453 3.73 2.70
73.0 258 | 306 89 1383 47.8 3.88 2.89
79.9 281 | 309 10.1 149.1 50.3 3.87 2.96
85.1 293 | 342 10.6 159.3 55.4 3.76 2.81
92.6 325| 375 120 174.6 59.1 3.85 2.95
95.5 364 | 385 129 1833 62.4 3.78 2.94
96.6 394 | 447 13.7 194.4 68.0 3.73 2.86
102.1 431 498 14.8 209.9 76.3 3.72 2.75
121.5 517 584 17.7 249.4 84.3 4.18 2.96
162.6 66.9 | 639 24.7 318.1 90.4 4.49 3.52
162.2 66.5 | 64.4 25.9 319.0 | 101.7 4.02 3.14
178.7 7411 73.0 28.5 3542 | 1119 3.93 3.17
193.2 84.0 | 809 33.3 3914 | 124.8 3.86 3.14
219.8 99.0 38.8 4517 | 1447 3.95 3.12
261.8 | 119.5| 104.7 46.6 5326 | 160.1 4.17 3.33
293.4 1394 | 1117 54.1 598.7 175.0 423 3.42
313.1 148.8 | 1232 66.6 651.7 187.7 415 347
3046 | 1479 1232 66.8 6426 | 1958 3.95 3.28
3089 | 1534 | 137.6 65.2 665.1 | 216.8 3.68 3.07
3445 | 169.1 | 157.0 66.9 7376 | 234.8 3.70 3.14
3333 | 1759 1714 69.5 7502 | 250.7 3.49 2.99
320.6 182.0 | 176.2 66.3 745.1 265.7 3.23 2.80
3396 | 1958 | 199.1 69.9 804.4 | 279.3 3.31 2.88
372.4 2139 | 213.2 69.5 869.1 305.6 3.27 2.84
390.5 222.8 | 2314 70.1 914.7 324.4 3.22 2.82
4045 | 2368 | 236.6 71.0 9489 | 337.6 3.21 2.81
384.1| 239.2 | 2402 70.5 934.0 | 347.6 3.04 2.69
3776 | 2483 | 2494 743 9495 | 372.7 2.90 2.55
380.1 | 2586 | 268.6 76.5 983.7 | 393.6 2.83 2.50
4043 | 2815 | 293.6 80.6 | 1,060.0| 4168 2.87 2.54
4245 | 3037 | 3122 856 1,126.1| 4392 2.86 2.56
311 4210 | 2851 3287 8.1 11481 | 469.1 2.74 2.45
337 | 431.7| 3031 3375 869 | 11929 | 4956 2.68 2.41
373 | 4315| 3133 353.6 909 || 12265| 5268 2.56 2.33
39.6 | 457.7| 3374 3838 995 13180 | 556.7 2.59 2.37
. 445 | 477.0 | 359.0 | 409.0 | 1144 14038 | 5836 2.63 241
1,458.3 475 437.9| 3386 | 3956 | 1126/ 1,3322| 5987 2.44 2.23
1,460.8 478 | 4371 336.0 | 400.4 111.0 13324 596.0 245 2.24
1,468.2 49.1 436.8 338.0 | 407.5 111.7 1,343.0 598.2 245 2.25
1,487.6 43.0 | 4410 346.1 | 412.7 1115 1,359.4 | 600.6 248 2.26
1,507.8 494 | 4436 348.0 | 419.3 111.7 13720 | 601.0 2.51 2.28
1,536.2 55.5 | 4509 | 3523 | 4287 | 11241 1399.7| 606.6 2.53 2.31
1,529.6 55.6 | 446.5| 3484 | 429.5| 1126 13927 | 6148 2.49 2.21
1,547.5 56.4 | 4439 | 351.5| 4340 | 11261 13983 | 6315 2.45 2.21
1,569.3 584 | 449.7 | 3603 | 4373 | 1126 14183 | 639.1 2.46 2.22
1,606.5 . 60.7 | 460.7 | 3709 | 4466 | 1134 14523 | 650.6 2.47 2.23
1,650.9 I 63.3| 4747 | 3804 | 4575| 1149 14909 | 6612 2.50 2.25
1,679.7 . 66.3 | 491.7 | 393.6| 4584 | 1169 15268 | 6704 2.51 2.28
1,711.7 . 704 | 4996 | 4042 | 4659 | 119.1| 1559.3| 681.0 2.51 2.29
1,761.5 170.1 71.8 512.8 4149 | 470.8 121.1 15914 1 6913 2.55 2.30
1,763.0 1654 75.9 510.7 419.5 | 468.8 122.7 1,597.6 707.8 2.49 2.26
III 1,792.3 164.3 80.5 522.9 4304 | 469.2 1249 1,628.0 721.3 248 2.26
Ve . 1,829.0 | 166.2 90.7 | 531.5| 438.0| 4760 | 1265 1662.8| 7259 2.52 2.29

Unventories at end of quarter. Quarter-to-quarter change calculated from this table is not the current-dollar change in private inventories
component of GDP. The former is the difference between two inventory stocks, each valued at its respective end-of-quarter prices. The latter
is the change in the physical volume of inventories valued at average prices of the quarter. In addition, changes calculated from this table
are at quarterly rates, whereas change in private inventories is stated at annual rates.

2|nventories of construchon mining, and utilities establishments are included in other industries through 1995.

3 Quarterly totals at monthly rates. Final sales of domestic business equals final sales of domestic product less gross output of general
government, gross value added of nonprofit institutions, compensation paid to domestic workers, and space rent for owner-occupied housing.
Includes a small amount of final sales by farm and by government enterprises.

Note.—The industry classification of inventories is on an establishment basis. Estimates through 1995 are based on the Standard Indus-
trial Classification (SIC). Beginning with 1996, estimates are based on the North American Industry Classification System (NAICS).

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—23.—Real private inventories and domestic final sales by industry, 1959-2005
[Billions of chained (2000) dollars, except as noted; seasonally adjusted]

Private inventories! Ratio of private
Final ifnventories ‘
Mining, sales to final sales o
utili- of domestic business
Quarter ) ties, Manu- | Whole- Retail Other Non- domes-
Total Farm and fac- sale | Y ode |n_dusz- farm? tic
con- turing trade tries busi- Total Nonfarm
struc- ness3

tion2

Fourth quarter:

143.5 57.6 | 63.9 29.8 298.7 | 1313 6 2.21
1454 59.1 | 682 30.8 307.5| 1343 7 2.29
149.8 60.7 | 66.9 33.9 31441 1401 2.24
159.8 634 | 715 33.8 3327 1454 229
165.9 684 | 753 36.2 3497 1539 221
175.1 725| 793 38.4 3694 | 163.2 2.26
187.4 7741 871 40.1 396.8 | 177.2 224
212.5 87.7| 941 411 4420 | 1809 244
2293 9471 941 46.0 4704 | 1853 2.54
2398 98.0 | 101.9 473 4941 | 1951 2.53
2509 | 105.1| 1089 49.7 5219 | 1989 2.62
2509 | 113.0 | 109.0 50.3 529.7 | 2013 2.63
2479 | 1191 | 1236 52.1 5483 | 2115 2.59
2546 | 1246 | 1331 54.7 572.5| 2288 2.50
2735 | 1281 | 1437 57.5 609.1 | 2369 2.57
2941 | 1397 | 1416 61.3 6442 | 2282 2.82
286.7 | 1337 | 13456 62.9 625.0 | 2387 2.62
3004 | 1427 | 1449 63.6 659.0 | 2505 2.63
3088 | 154.1 | 1532 68.4 691.1 | 263.6 2.62
3229 | 1669 | 1633 72.5 732.0 | 2832 2.58
3353 | 175.0 | 1633 72.4 7535 | 289.8 2.60

3.2
3.2
3.20
3.21
3.15
3.07
2.99
3.16
3.26
3.23
3.30
3.29
3.24
3.09
3.13
3.37
3.17
3.14
3.13
3.06
3.08
3357 | 180.0 | 1687 71.2 7535 | 289.6 3.06 2.60
3402 | 1851 | 167.5 79.2 779.0 | 2872 3.20 2.71
3250 | 183.0 | 1637 76.8 75441 286.1 3.15 2.64
3245 | 1827 | 177.0 75.9 7646 | 307.6 291 2.49
3528 | 1985 | 198.6 71.0 8312 | 3246 2.98 2.56
346.6 | 2049 | 2140 81.4 848.7 | 339.4 2.92 2.50
3429 | 2132 | 2174 84.4 858.8 | 352.2 2.84 244
3511 | 2206 | 2385 86.6 896.5 | 362.6 2.84 247
367.6 | 2297 | 246.1 85.2 929.2 | 3816 2.75 243
3814 | 2336 | 2605 81.4 958.0 | 3925 2.75 2.44
. . 390.0 | 2420 | 2589 78.3 971.2'| 394.0 2.77 2.46
. . 383.5 | 2464 | 2595 81.4 972.2'| 394.6 2.77 2.46
,108. . 3789 | 2548 | 264.1 83.9 9825 | 4157 2.67 2.36
1,129.4 | 119.1 3824 | 2610 | 2794 86.9 (| 10102 4298 2.63 2.35
1,193.0 | 1303 3941 2767 | 299.9 911 10622 | 4472 2.67 2.38
1,222.8 | 1196 4078 | 2899 | 3120 933 | 1,103.5| 4642 2.63 2.38
1,2516 | 1264 4099 | 2733 | 3259 82.7|| 11252 | 4883 2.56 2.30
1,322.7 | 1293 4307 | 2983 | 340.6 88.1( 1,193.7| 5092 2.60 2.34
1,395.3 | 130.7 4493 | 3209 | 3579 9 1,264.9 | 538.0 2.59 2.35
14642 | 1278 466.3 | 3406 | 3855 | 1013 | 13364 | 5634 2.60 237
1,520.7 | 1264 4742 | 3582 | 407.1 | 113.7| 13943 | 5810 2.62 2.40
1,4889 | 126.5 4528 | 3475 3963 | 1139 13624 | 583.6 2.55 2.33
1,486.4 | 126.7 449.1 | 3436 | 401.6 | 113.1 || 1359.6 | 5811 2.56 2.34
1,487.0 | 1244 4463 | 3436 | 408.7 | 1135 13627 | 582.6 2.55 2.34
14940 | 1241 4471 | 3467 | 4134 | 113.1 | 1370.1 | 5841 2.56 2.35
1,501.4 | 124.0 4470 | 3488 | 4206 | 1125 13776 | 5825 2.58 2.37
1,507.4 | 1251 4458 | 3484 | 4272 | 1119 13825 | 586.2 2.57 2.36
1,507.3 | 1247 4440 | 3469 | 4292 | 1126 || 13827 | 5928 2.54 2.33
1,509.6 | 1239 4407 | 3475 4340 | 1124 1386.0 | 606.8 2.49 2.28
1,516.9 | 1242 4394 | 3500 | 4373 | 1123 | 1393.0 | 6114 2.48 228
o 1,527.4 | 1234 4417 | 3532 | 4439 | 113.1| 14047 | 617.2 2.47 2.28
. 1,543.8 | 125.0 52.4 | 4435 | 3583 | 451.0 | 113.7| 14193| 6217 2.48 2.28
Ml 1,556.4 | 126.6 54.1 | 4452 | 366.9 | 4485 | 1148 14303 | 629.5 2.47 2.27
v 1,568.9 | 126.6 55.0 | 4456 | 3733 | 452.7 | 1158 1443.0| 636.2 2.47 2.27
2005: 1 1,583.4 | 126.0 55.5 | 4518 | 379.1 | 4545 | 116.6 || 14584 | 6420 2.47 2.21
| 1,583.0 | 1249 56.7 | 449.7 | 383.2 | 451.1| 1174 14593 | 6537 2.42 2.23
1,579.7 | 1238 55.8 | 449.1 | 3859 | 447.7| 117.7| 1457.2| 6619 2.39 2.20
Ve 1,586.1 | 122.9 55.3 | 4474 | 389.2 | 453.9 | 1187 14649 | 6617 2.40 2.21

Linventories at end of quarter. Quarter-to-quarter changes calculated from this table are at quarterly rates, whereas the change in private
inventories component of GDP is stated at annual rates.

2|nventories of construction, mining, and utilities establishments are included in other industries through 1995.

3Quarterly totals at monthly rates. Final sales of domestic business equals final sales of domestic product less gross output of general
government, gross value added of nonprofit institutions, compensation paid to domestic workers, and space rent for owner-occupied housing.
Includes a small amount of final sales by farm and by government enterprises.

Note.—The industry classification of inventories is on an establishment basis. Estimates through 1995 are based on the Standard Indus-
trial Classification (SIC). Beginning with 1996, estimates are based on the North American Industry Classification System (NAICS).

See Survey of Current Business, Tables 5.7.6A and 5.7.6B, for detailed information on calculation of the chained (2000) dollar inventory se-
ries.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—24.—Foreign transactions in the national income and product accounts, 1959-2005

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts from rest of the world

Current payments to rest of the world

Exports of goods and

Current taxes and

Imports of goods and

services h transfer payments
Yeartor In- services In- to rest of thg v{urld (net) Balﬂar?ce
quarter Total COME | Tota| come current
Serv- | & hay: From | From | From account,
Total | Goods ! ices! ceipts Total | Goods! isc%rsvl ments Total | persons g(:l:/grrﬁn- laLelss‘s NIPA

(net) (net) | (net)

270 227| 165 63| 43| 282| 223 153] 70| 15| 43| 05 38 01 -12
319 27.0] 205 6.6| 49/ 287 228 152 7.6 18 41 5 3.5 1 3.2
329| 27.6| 209 6.7) 53| 286| 227| 151 7.6 18 42 5 3.6 1 43
350 29.1 217 740 59, 311 2507 169 8.1 18 43 5 3.6 1 3.9
376/ 311 233 77| 65 326| 261 177 84 2.1 44 1 3.6 1 5.0
423 35.0| 26.7 83| 72/ 347 281 194 8.7 2.3 43 .7 34 2 1.5
4501 371 27.8 94| 79/ 388 315 222 9.3 2.6 47 8 3.7 2 6.2
49.0( 409) 307| 102 81| 451] 37.1] 263| 107 3.0 5.0 8 40 2 3.9
521\ 435 322/ 113| 87| 486 399 278| 122 3.3 5.4 1.0 41 2 3.6
58.0| 47.9| 363| 126 10.1| 563 46.6] 339/ 126 4.0 5.7 1.0 44 3 17
63.7| 51.9| 383 13.7| 11.8| 619 505 368 137 5.7 5.8 11 44 3 18
72,5 59.7\ 445 152 12.8| 685 55.8] 40.9| 149 6.4 6.3 1.3 4.7 4 40
77.0) 63.0| 456/ 174 14.0| 76.4| 623] 46.6| 158 6.4 1.6 1.3 5.9 A4 .6
87.1) 70.8| 518/ 19.0| 16.3| 907 742| 56.9| 173 1.1 8.8 14 1.0 5 =36
118.8| 953 739 21.3| 235 109.5) 912 71.8 193] 109 14 15 5.2 7 9.3
156.5| 126.7) 101.0| 25.7| 29.8| 149.8) 127.5( 1045 229| 143 8.1 1.3 5.8 1.0 6.6
166.7| 138.7/109.6] 29.1| 28.0| 1454| 122.7) 99.0/ 23.7| 150 1.6 1.3 5.6 gl 214
181.9| 1495/ 117.8| 31.7| 32.4| 173.0) 1511 124.6] 265/ 155 6.3 1.3 3.9 1.1 8.9
196.6| 159.41123.7| 35.7| 37.2| 205.6| 182.4| 152.6| 29.8/ 16.9 6.2 1.3 3.5 14 -9.0
2331 186.9| 1454 41.5| 46.3| 243.6| 212.3| 1774 34.8| 247 6.7 1.5 3.8 1.4] -104
2985/ 230.1| 184.0| 46.1| 68.3| 297.0| 252.7| 212.8] 39.9| 364 8.0 1.6 43 2.0 14
359.9| 280.8| 2256.8| 55.0| 79.1| 3485| 293.8| 248.6| 453 449 9.8 18 5.5 240 114
397.3| 305.2) 239.1| 66.1| 92.0/ 390.9| 317.8| 267.8| 499] 59.1| 141 5.5 54 3.2 6.3
384.2| 283.2| 21501 68.2|101.0/ 384.4| 303.2| 250.5| 52.6] 64.5( 16.7 6.6 6.7 3.4 -2
3789| 277.01207.3| 69.7| 101.9] 410.9| 328.6| 272.7| 56.0| 648/ 17.5 6.9 1.2 34| -32.1
4242 3024|2256 76.7|121.9| 511.2| 405.1| 336.3| 68.8| 856 20.5 7.8 9.2 3.5 -86.9
41451 302.0| 222.2| 79.8| 112.4| 5253| 417.2| 343.3| 73.9| 859 222 82| 111 2.9/ -110.8
431.9] 320.5|226.0) 945/ 111.4| 571.2| 4533| 370.0 83.3| 936 243 9.0| 122 3.2\ -139.2
487.11 363.9| 257.5| 106.4|123.2| 637.9] 509.1| 4148/ 943| 1053 23.5 99/ 103 34| -150.8
.3 . 5 452.1) 102.4| 1285 255 10.6( 104 4.5/ -112.2
. 4848 106.7) 151.5( 26.4| 114| 104 46| -883
508.1 122.3| 1543] 269 12.0{ 10.0 48| -70.1
500.7| 123.6| 138.5| -10.6| 13.0| -28.6 500 135
5449\ 123.6| 12301 334| 123| 171 39| -36.9
592.8| 128.1| 1243 373\ 142| 1738 541 704
676.8| 137.7| 160.2| 37.8| 154 158 6.6/ -105.2
757.4| 146.1] 198.11 354\ 16.2| 10.1 9.1 -91.0
807.4| 157.4| 213.7| 39.1| 18.0| 141 7.11-100.3
885.3| 171.5| 263.7| 416/ 21.0( 109 9.7/ -110.2
929.0/ 186.9| 2658 488 24.6/ 112 129|-1874
1,045.5| 206.3| 287.0) 472 283] 116 7.31-273.9
1,243.5) 232.3| 343.7\ 56.1| 31.5| 13.5] 11.2|-396.6
1,167.9] 231.9| 278.8| 47.0{ 33.0 9.5 4.5/ -370.4
1,189.3| 241.0| 275.0f 645 40.0) 143 10.3|-4583
1,283.9| 262.6| 275.6| 71.7| 41.2| 18.0| 12.4|-504.5
1,4959 301.9| 361.7| 815 429| 19.7| 18.9|-651.7
97.8| 327.1\.......| 89.3| 458 249| 185|......
1541 234.1| 2683| 74.1| 395 230 11.6|-421.0
87.8| 236.5] 290.5| 60.0/ 39.0/ 10.4| 10.6|-459.4
145 2422| 2881 59.4| 402 9.6 9.6/ —463.6
397| 2511 2533| 64.6) 411 14.1]  9.4|-4891
66.8| 254.6/ 271.5| 715| 408 209 9.8| -529.1
64.3| 252.3| 2622\ 69.5| 407 182| 10.6(-503.3
75.0| 266.9] 277.0f 710/ 393| 187 13.1|-499.0
29.5| 276.6] 291.7\ 747| 442) 142| 16.3|-486.5
01.9] 2885 297.0( 89.6| 43.0[ 27.3] 19.2|-566.2
78.3| 298.1| 3545 82.6| 435 16.8| 22.3|-6489
15.0/ 306.8| 369.6| 63.6] 43.4| 173 3.0{ -653.2
88.4| 314.1) 4256 90.0f 417\ 17.3] 31.0/-7386
27.6] 323.01 4229| 1088 483 318 28.7|-767.0
61.8] 326.3| 4539 91.3| 449 182| 282|-746.8
. . 18.6| 326.4| 476.6) 54.9| 444 192| -8.7|-741.1
...................... 8]1,783.3| 332.5.........| 1020 457 304 259|.....

1 Certain goods, primarily military equipment purchased and sold by the Federal Government, are included in services. Beginning with

1986, repairs and alterations of equipment were reclassified from goods to services.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—25.—Real exports and imports of goods and services, 1990-2005
[Billions of chained (2000) dollars; quarterly data at seasonally adjusted annual rates]

Exports of goods and services

Imports of goods and services

Goods ! Goods !
Year or quarter N S S
Total Dura- | 200 | PV | Total Dura- | Non- | Serv-
Total | ble | dira- | ices Total | ble | dura- | ices
goods goods goods g00ds
1990 552.5| 367.2| 226.3| 1451\ 183.7| 607.1| 469.7| 264.7| 2184| 142.7
1991 589.1| 392.5| 243.1| 153.7| 199.9| 603.7| 469.3| 266.1| 2159| 139.0
1992 629.7| 421.9| 2625| 163.6| 210.8| 6456| 513.1| 294.0| 2319| 1355
1993 650.0| 4356| 276.1| 1624| 217.5| 702.1| 564.8| 3288| 248.0| 1394
1994 706.5| 478.0| 309.6| 170.1| 231.1| 7859| 640.0| 383.1| 266.0| 1473
1995 7782| 533.9| 3536| 181.1| 2458| 849.1| 697.6| 427.1| 277.0| 152.1
1996 843.4| 581.1| 3949| 186.7| 263.5| 923.0| 762.7| 4728| 295.2| 1605
1997 943.7| 664.5| 466.2| 198.7| 279.2|10483| 872.6| 550.3| 326.4| 1756
1998 679.4| 481.2| 1985| 287.2|1,1703| 9744 621.8| 355.7| 195.6
1999 1,008.2| 705.2| 503.6| 201.7| 303.2|1,3044]1,0952| 711.7| 3843| 209.1
2000 1,096.3| 784.3| 569.2| 215.1| 311.9|14758|1243.5| 820.7| 4228| 232.3
2001 1,036.7| 736.3| 522.2| 2142| 300.4|14358|1,204.1| 769.4| 435.1| 231.6
2002 1,013.3| 707.0 491.2| 216.1| 306.0|14846|1248.2| 801.0| 447.4| 236.5
2003 1,031.2 719.7| 499.8| 220.2| 311.2]15526|1309.2| 8353| 474.2| 243.7
2004 1,117.9] 783.6| 555.7| 229.0| 334.1|1,719.2|1,452. 949.7| 5054 267.1
2005~ 1,1933| 839.0| 606.1| 2356| 354.3|1,8252|1549.9|1,028.7| 526.3| 276.6
2002:1 992.8| 691.8| 478.2| 214.1| 300.7|1,434.0|1,198.2| 769.2| 429.4| 2354
Il 10180 7152| 4974| 218.1| 302.7|1476.9|1243.4| 8023| 441.4| 2336
Il 1,025.2| 719.01 5022 217.1| 306.1|1497.4|1263.1| 8143| 449.2| 2346
v 1,017.2| 702.1| 4872 2151 3147|1530.2|1,287.9| 8184 469.8| 2424
2003:1 1,009.7| 704.7| 483.7| 221.0| 304.8|15204|12794| 8119| 467.6| 241.1
Il 1,0045| 704.7| 4884| 216.5| 299.6(15329|1,299.1| 8256| 473.6| 2347
Il 10322 7203| 4986| 221.8| 311.7|15484|1302.1| 827.1| 4750| 2463
v 1,0784| 7493| 5284| 221.7| 3288|1608.6|1,356.3| 876.6| 480.5| 2527
2004: 1 1,091.8| 763.1| 538.6| 2253| 328.5|1,654.8|1396.6| 898.9| 498.4| 2588
Il 11102 777.7| 5518| 227.0| 332.3|1711.9|14452| 946.2| 501.5| 267.2
Il 1,125.0| 793.1| 564.7| 229.8| 331.8|1731.5|1461.9| 963.6| 501.6| 270.2
v 1,1445| 800.3| 567.7| 233.8| 344.0|1,7786|1507.3| 990.1| 520.2| 2723
2005:1 1,1653| 810.7| 576.4| 2356| 354.3|1810.7|1,537.3|1,007.8| 532.1| 274.8
Il 1,1954| 841.3| 599.3| 2436| 353.9|1,809.6|15329|1,019.2| 519.0| 277.7
Il 1,202.7| 847.9| 6142| 236.7| 354.8|1820.2|1546.1|1,037.0 516.6| 2755
Ve 1,209.8| 855.9| 634.7| 226.5| 354.0|1,860.1|1,583.3|1,050.6| 537.3| 2784

1 Certain goods, primarily military equipment purchased

1986, repairs and alterations of equipment were reclassified from goods to services.

Note.—See Table B-2 for data for total exports of goods and services and total imports of goods and services for 1959-89.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—26.—Relation of gross domestic product, gross national product, net national product, and
national income, 1959-2005

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Plus: Less: Less: Consumption of fixed capital
Gross Income Ln%’?nets Equals: Equals: Less: Equals:
Year or domestic freceipts P ytu GrnssI 6 Net | S(tjatistical Ngtl;onél
quarter rom rest nationa - overn- nationa iscrep- :
product of the retsgeof product Total Private ment product ancy income
world world
506.6 43 15 509.3 53.0 38.6 14.5 456.3 0.5 455.8
526.4 49 1.8 529.5 55.6 40.5 15.0 473.9 -9 474.9
5447 53 1.8 548.2 57.2 41.6 156 491.0 -6 491.6
585.6 59 1.8 589.7 59.3 42.8 16.5 530.5 4 530.1
617.7 6.5 2.1 622.2 62.4 449 17.5 559.8 -8 560.6
663.6 12 2.3 668.5 65.0 46.9 18.1 603.5 3 602.7
719.1 19 26 7244 69.4 50.5 189 655.0 1.6 653.4
787.8 8.1 3.0 792.9 756 55.5 20.1 7173 6.3 711.0
832.6 8.7 33 838.0 81.5 59.9 216 756.5 46 7519
910.0 10.1 40 916.1 88.4 65.2 231 827.7 46 823.2
984.6 11.8 5.7 990.7 97.9 731 248 892.8 32 889.7
1,038.5 12.8 6.4 1,044.9 106.7 80.0 26.7 938.2 73 9309
1,127.1 14.0 6.4 1,134.7 115.0 86.7 28.3 1,019.7 116 1,008.1
1,238.3 16.3 1.1 1,246.8 126.5 97.1 29.5 1,1203 9.1 1,111.2
1,382.7 23.5 10.9 1,395.3 139.3 107.9 314 1,256.0 8.6 1,247.4
1,500.0 29.8 143 1,515.5 162.5 126.6 359 1,353.0 10.9 1,342.1
1,638.3 28.0 15.0 1,651.3 187.7 147.8 40.0 1,463.6 17.7 1,445.9
1,825.3 324 15.5 1,842.1 205.2 162.5 42.6 1,637.0 25.1 1,611.8
2,030.9 37.2 16.9 2,051.2 230.0 184.3 457 1,821.2 22.3 1,798.9
2,294.7 46.3 247 2,316.3 262.3 212.8 49.5 2,054.0 26.6 2,027.4
2,563.3 68.3 36.4 2,595.3 300.1 2457 54.5 2,295.1 46.0 2,249.1
2,789.5 79.1 149 2,823.7 343.0 281.1 61.8 2,480.7 414 2,439.3
3,128.4 92.0 59.1 3,161.4 388.1 317.9 70.1 2,773.3 309 2,742.4
3,255.0 101.0 64.5 3,291.5 426.9 349.8 77.1 2,864.6 3 2,864.3
3,536.7 101.9 64.8 3,573.8 4438 362.1 81.7 3,130.0 457 3,084.2
3,933.2 1219 85.6 3,969.5 472.6 385.6 87.0 3,496.9 14.6 3,482.3
42203 1124 85.9 4246.8 506.7 414.0 92.7 3,740.1 16.7 37234
44628 1114 93.6 4,480.6 531.3 4318 99.5 3,949.3 47.0 3,902.3
4,739.5 1232 105.3 47574 561.9 4553 106.7 4,195.4 21.7 41737
5,103.8 152.1 128.5 5,127.4 597.6 483.5 114.1 4,529.8 -19.5 4,549.4
5,484.4 1777 151.5 5,510.6 644.3 522.1 122.2 4,866.3 39.7 4,826.6
5,803.1 189.1 154.3 5,837.9 682.5 551.6 1309 5,155.4 66.2 5,089.1
5,995.9 168.9 1385 6,026.3 725.9 586.9 139.1 5,300.4 72.5 5,221.9
6,337.7 152.7 123.0 6,367.4 751.9 607.3 1446 56155 102.7 5512.8
6,657.4 156.2 124.3 6,689.3 776.4 624.7 151.8 5912.9 139.5 57734
7,072.2 186.4 160.2 7,098.4 833.7 675.1 158.6 6,264.7 142.5 6,122.3
7,391.7 2339 198.1 74334 878.4 713.4 165.0 6,555.1 101.2 6,453.9
7,816.9 248.7 2137 7,851.9 918.1 748.8 169.3 6,933.8 93.7 6,840.1
8,304.3 286.7 2637 8,337.3 974.4 800.3 1741 7,362.8 70.7 7,292.2
8,747.0 287.1 265.8 8,768.3 1,030.2 851.2 179.0 7,738.2 -14.6 7,752.8
9,268.4 320.8 287.0 9,302.2 1,101.3 9143 187.0 8,200.9 -35.7 8,236.7
9,817.0 382.7 3437 9,855.9 1,187.8 990.8 197.0 8,668.1| -127.2 8,795.2
10,128.0 322.4 278.8 10,171.6 1,281.5 1,075.5 206.0 8,890.2 -89.6 8979.8
10,469.6 305.7 275.0 10,500.2 1,292.0 1,080.3 2116 9,208.3 -21.0 9,229.3
10,971.2 343.7 275.6 11,039.3 1,331.3 1,112.8 218.5 9,708.0 47.1 9,660.9
11,734.3 4154 361.7 11,788.0 14353 1,206.2 229.1| 10,352.8 76.8| 10,275.9
12,479.4 1,574.1 1,327.2 246.9
10,333.3 294.5 268.3 10,359.5 1,282.0 1,073.1 208.9 9,077.5 53.6 9,131.1
10,426.6 307.1 290.5 10,443.3 1,288.2 1,077.5 210.8 9,155.0 -56.7 9,211.7
,527.4 317.7 288.1 10,557.0 1,294.9 1,082.4 212.5 9,262.1 14.6 9,247.5
10,591.1 303.3 2533 10,641.1 1,302.7 1,088.4 2143 9,338.4 11.7 9,326.7
10,717.0 316.5 2715 10,761.9 1,311.8 1,095.7 216.1 9,450.1 16.6 9,433.6
10,844.6 329.1 262.2 10911.4 1,323.8 1,105.8 218.1 9,587.6 14.4 9,573.2
11,087.4 3443 277.0 11,154.8 1,337.2 1,117.8 2193 9,817.6 853 9,732.3
11,236.0 384.9 2917 11,329.2 1,352.5 1,131.8 220.6 9,976.8 72.0 9,904.8
11,457.1 380.0 297.0 11,540.1 13711 1,147.8 2233| 10,169.0 77.8| 10,091.2
11,666.1 401.2 354.5 11,712.8 1,393.8 1,165.8 228.1| 10,319.0 108.11 10,2109
11,818.8 418.1 369.6 11,867.3 1,534.1 1,303.5 2306 10,333.2 90.8| 10,2424
11,995.2 462.4 425.6 12,032.0 1,442.0 1,207.6 2345| 10,589.9 30.6| 10,5593
12,198.8 462.3 422.9 12,238.2 1,448.4 1,210.9 237.5| 10,789.8 39.4| 10,7504
12,378.0 489.4 4539 12,413.5 1,457.2 1,216.9 2404 | 10,956.3 78.3| 10,878.0
12,605.7 520.8 476.6 12,650.0 1,863.8 1,603.6 260.2| 10,786.2 66.5| 10,719.6
12,735.3 1,526.9 1,277.3 249.6

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—27.—Relation of national income and personal income, 1959-2005

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Less: Plus: Equals:
Corporate
profits Taxes Contri- Net
National invvglgpory gn qyo— t?oun-s inéere_st Businests Curr?nt Wage | Personal | p |
ationa - uction and mis- | current | surplus h ersona
Year or quarter income valgsltiwn an O\fgm_ cellane- | transfer | of gov- aclcersusals rlgccgimtes current | Personal
conital | imports gmem ous pay- | pay- | ernment | =SS | (L ag_ transfer | income
P less ; ments | ments | enter- receipts
conts_ump— subsi- | social on (net) prises ments sets
ion h insur-
adjust- dies ance assets
ments
455.8 55.7 40.0 138 9.6 18 1.0 0.0 34.6 242 392.8
4749 53.8| 434 16.4 10.6 19 9 0 37.9 25.7 4115
491.6 54.9| 45.0 17.0 125 2.0 8 0 40.1 29.5 429.0
530.1 633 482 19.1 142 2.2 9 0 44.1 30.4 456.7
560.6 69.0| 512 21.7 15.2 2.1 14 0 47.9 322 479.6
602.7 765|546 22.4 174 3.1 13 0 53.8 335 514.6
653.4 875 57.8 23.4 19.6 3.6 13 0 59.4 36.2 555.7
711.0 932 593 31.3 22.4 3.5 1.0 0 64.1 39.6 603.9
7519 913| 642 34.9 25.5 3.8 9 0 69.0 48.0 648.3
823.2 988 723 38.7 21.1 43 1.2 0 75.2 56.1 712.0
889.7 95.4| 794 44.1 32.7 49 1.0 0 84.1 62.3 778.5
930.9 836 86.7 46.4 39.1 45 0 0 93.5 74.7 838.8
1,008.1 980 959 51.2 439 43 -2 6 101.0 88.1 903.5
1,111.2 112.1| 1014 59.2 47.9 49 5 0 109.6 97.9 992.7
1,247.4 1255( 112.1 75.5 55.2 6.0 -4 -1 124.7 112.6| 1,110.7
1,342.1 1158| 121.7 85.2 70.8 7.1 -9 -5 146.4 1333 12226
1,445.9 1348 131.0 89.3 81.6 9.4 =32 1 162.2 170.0| 1,335.0
1,611.8 163.3| 1415 101.3 85.5 9.5 -18 1 178.4 184.0| 14748
1,798.9 1924| 152.8| 113.1 101.1 8.4 -2.6 1 205.3 194.2| 1,633.2
2,027.4 216.6| 162.2| 1313 115.0 10.6 -19 3| 2348 2096 18377
2,249.1 2232| 171.9| 1527 138.9 13.0 -2.6 -2 2747 2353 | 2,062.2
2,439.3 20111 190.9| 166.2 181.8 144 4.8 0| 3387 2795 2,307.9
2,742.4 226.1| 2245| 1957| 2323 17.6 -49 d) 4219 31841 2,591.3
2,864.3 209.7| 2264 2089| 2711 20.1 -4.0 0| 4834 3548 2,775.3
3,084.2 2642 2425| 226.0| 2853 22.5 -3.1 -4 5296 3837 2,960.7
3,482.3 3186 269.3| 257.5| 3271 30.1 -19 2| 607.9 400.1| 13,2895
3,7234 3303| 287.3| 2814| 3413 34.8 8 -2| 6540 4249| 35267
3,902.3 3195 298.9| 3034| 366.8 36.6 1.3 0| 6955 451.0| 37224
4,173.7 368.8| 317.7| 3231 366.4 33.8 1.2 0] 7170 467.6| 39474
4,549.4 432.6| 3455| 361.5| 3853 34.0 2.5 0] 7693 496.6| 4,253.7
4,826.6 426.6| 372.1| 3852| 4321 39.2 49 0| 8780 543.4| 4,587.8
5,089.1 437.8| 3987 410.1| 4422 39.4 16 1 924.0 595.2| 4,878.6
5,227.9 451.2| 4302| 4302| 4182 39.9 5.7 -1 932.0 666.4| 5,051.0
5512.8 479.3| 4539 455.0| 3885 424 1.6 -158| 9109 74941  5362.0
57734 5419| 467.0| 477.7| 3657 40.7 12 64| 901.8 790.1| 55585
6,122.3 600.3| 513.5| 508.2| 366.4 433 8.6 176] 9508 8273 58425
6,453.9 696.7| 524.2| 5328| 367.1 46.9 114 16.4| 1,016.4 8774 61523
6,840.1 786.2| 546.8| 555.2| 376.2 53.1 12.7 36| 1,089.2 925.0| 6,520.6
7,292.2 868.5| 579.1| 587.2| 4156 499 12.6 -29| 1,181.7 9512 6,915.1
7,752.8 801.6| 604.4| 6242| 4871 64.7 103 —-7| 12832 978.6| 74230
8,236.7 851.3| 629.8| 661.4| 4954 67.4 10.1 52| 1,2642| 1,022.1| 78024
8,795.2 817.9| 664.6| 7027 559.0 87.1 5.3 0| 1,387.01 1,0840| 8429.7
8,979.8 767.3| 673.3| 7311 566.3 92.8 -14 0] 1,380.0] 1,1939| 8724.1
9,229.3 886.3| 724.4| 750.0| 5209 84.3 9 0| 1,3332| 1286.2| 88819
9,660.9| 1,031.8| 754.8| 776.6| 5285 81.6 1.3 0] 1,3387] 13440 9,169.1
10,2759 | 1,161.5| 809.4| 822.2| 5055 91.1 -3.0 0| 1,3965] 14275 97133
847.1| 869.4| 4971 794 -112 0| 1,456.7| 1525.5| 10,238.2
9,131.1 82941 706.1| 747.1 545.8 91.1 -1.6 0| 1,3406| 12609 88147
9,211.7 864.3| 720.8| 7511 519.3 85.8 -1.2 0| 1,3365] 12840 8892.0
9,247.5 895.4| 733.3| 7511 507.0 81.4 4.0 0| 1,3274] 1292.7| 88954
9,326.7 956.1| 737.2| 7509| 5115 78.8 2.3 0| 1,3285] 1307.1| 89255
I 9,433.6 9515| 741.6| 7658| 5309 79.0 4.1 14] 13346| 13198 9,013.7
Il 95732 1,0050| 740.1| 7736| 5324 80.5 18 141 1,3405| 1336.9| 09,1186
Il 9,7323| 1,0575| 762.1| 780.7| 5281 82.5 4 0| 1,337.6] 1,356.8| 92154
v 9,904.8| 1,113.1| 775.2| 786.3| 522.7 84.3 -1.1 0| 1,342.1] 13623| 93287
10,0912 1,147.3| 794.8| 806.3| 519.9 88.2 -16 1.5 1,3504| 1,399.6| 9,484.8
10,2109 1,162.0| 806.0| 813.0| 5122 90.7 -2.2 -15| 1,363.9| 14198| 96143
1024241 1,117.2| 8123| 8259| 4975 83.0 -3.0 0| 1,3782| 14415| 9,729.2
10,559.3 | 1,219.5| 824.4| 8435| 4927 102.6 -5.2 0| 1,4936| 1449.2| 10,024.8
2005:1 .. 10,7504 | 1,288.2| 833.2| 861.0| 4983 99.0 -6.1 0| 1,4079| 14888 10,073.4
Il 10,878.0| 1,347.5| 848.0| 8649| 4887 99.6 -1.0 0| 1,439.8] 1509.6| 10,185.7
Il 10,7196 1,293.1| 853.4| 8726| 497.6 218 -22.8 0| 1,4689| 15581 10,231.0
' 853.8| 879.2| 5038 97.2 -8.8 0| 1,5103| 15455 10,462.6

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-28.—Nutional income by type of income, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Compensation of employees

Supplements to wages and

Proprietors’ income with
inventory valuation and
capital consumption ad-

Wage and salary accruals salaries justments Iff]igtn?é

f persons
Employer ot pe

Year or | National contribu- gg:]?:,?gﬁr c:lpl}thal

quarter income Total tions for tions for consump-
Gov- employee govern- Non- tion
Total ern- Other Total pension ment Total | Farm farm adjust-
ment inasnudr- social ment
insur-
ance
funds ance

46.1 213.8 211 133 79| 507 | 10.0 | 406 16.2
49.2 223.7 23.6 14.3 93] 508| 105| 403 17.1
52.5 228.0 24.8 15.2 96| 532| 110 422 17.9
56.3 243.0 21.8 16.6 112 554 | 11.0| 444 18.8
60.0 254.8 304 18.0 1241 565| 108 | 457 19.5
64.9 272.9 329 20.3 126 | 594 96| 498 19.6
69.9 293.8 35.7 22.7 131 639 11.8| 521 20.2
784 321.9 12.3 25.5 168 | 682 | 128 | 554 20.8
86.5 342.5 16.1 28.1 18.0 | 698 | 11.5| 584 21.2
96.7 375.3 52.3 324 200| 743 115| 628 20.9
105.6 412.7 59.3 36.5 228 | 714 | 126| 647 21.2
117.2 4343 65.7 41.8 238 | 784 | 12.7| 657 214
126.8 457.8 74.4 47.9 264 | 848 132| 716 224
137.9 500.9 86.4 55.2 3121 959 168 79.1 234
148.8 560.0 102.5 62.7 398 | 1135 | 289 | 846 24.3
160.5 611.8 118.0 733 447 | 1131 232| 899 24.3
176.2 638.6 134.3 87.6 46.7 | 1195 | 21.7| 978 23.7
188.9 710.8 159.6 105.2 544 | 1322 | 17.0| 1152 223
202.6 791.6 186.4 1253 61.1 | 1457 | 157 | 130.0 20.7
220.0 901.2 2149 1434 715 | 1666 | 19.6 | 1471 22.1
237.1 | 1,018.7 245.0 162.4 826 | 180.1 | 21.8| 1583 238
61 2615| 11162 274.2 185.2 889 | 1741 | 113 162.8 30.0
5| 2858 | 12317 308.3 2047 103.6 | 183.0 | 18.7| 1643 38.0
J 103075 1,286.2 3321 222.4 109.8 | 1763 | 13.1| 1633 38.8
46 | 3248 | 13598 358.0 238.1 1199 | 192.5 6.0 | 186.5 37.8
5.1 | 348.1| 1,507.0 400.5 261.5 139.0 | 2433 | 206 | 2227 40.2
55| 3739 | 1621.6 429.2 2815 147.7°| 2623 | 208 | 2415 419
481 397.0| 17179 4553 297.5 157.9 | 275.7 | 22.6 | 253.1 335
07| 4226 | 18481 479.5 3132 166.3 | 3022 | 28.7| 2735 335
29| 45131 2,001.6 514.2 329.6 1846 | 3416 | 26.8| 3147 40.6
6.3 | 4802 | 2,116.2 548.9 355.2 193.7 | 3633 | 33.0| 3303 43.1
4.0 | 517.7 | 2,236.3 584.2 377.8 206.5 | 380.6 | 31.9| 3487 50.7
3.0 | 546.8 | 2,276.2 622.3 407.1 2151 | 377.1| 26.7| 3504 60.3
45| 569.2 | 2,3953 670.9 442.5 2284 | 4276 | 345 393.0 78.0
9.2 | 586.8 | 2,502.4 7122 4724 239.8 | 4538 | 31.2| 422.6 95.6
9.8 | 606.2 | 2,643.5 747.5 4933 254.1 | 4733 | 339 4394 119.7
5.7 | 6255 | 28102 751.7 493.6 264.0 | 492.1 | 22.7| 469.5 122.1
32| 64441 29788 767.3 492.5 274.9 | 5432 | 37.3| 5059 1315
47| 668.1| 3,206.6 787.0 497.5 289.5| 576.0 | 342 | 5418 128.8
2.7 | 697.3 | 3,4855 836.7 529.7 307.0 | 627.8 | 294 | 5984 137.5
141 7293 | 37421 885.7 562.4 323.3| 6783 | 28.6 | 649.7 147.3
92| 7747 | 4,054.5 953.4 609.9 3435 | 7284 | 22.7| 7057 150.3
28| 8159 41269 999.3 642.7 356.6 | 7719 | 19.7 | 752.2 167.4
09| 8659 | 41150 1,110.3 745.1 365.2 | 7684 | 10.6 | 757.8 152.9
111 9033 | 42078 | 12100 830.0 380.0 | 810.2 | 27.7| 7824 1317
9.4 | 939.5| 4,450.0 | 1,298.1 895.5 402.7 | 889.6 | 358 | 853.8 134.2
19| 9714 47404 | 14018 976.2 4256 | 9378 | 20.1| 917.7 739
1.2 | 8554 | 41057 | 10642 700.7 363.4 | 763.0 89| 7541 172.1
9.4 | 863.7 | 41257 | 11021 736.2 365.8 | 763.5 40| 7594 167.7
85| 8693 | 41192 | 1126.0 760.1 365.9 | 769.1 | 11.0| 758.1 142.9
45| 87541 4109.1| 1,148.9 7832 365.8 | 778.1 | 184 759.7 129.2
11| 895.1| 4,1359| 11794 804.8 374.6 | 7783 | 20.5| 757.8 137.7
6.4 | 902.3 | 4,184.1| 1,200.2 821.6 378.6 | 8014 | 272 | 774.1 1254
9.8 | 906.1 | 4,233.8 | 1,220.2 838.1 382.1 | 821.1| 282 793.0 1204
7.3 909.9 | 42774 1,240.1 855.4 384.7 | 840.0 | 351 804.8 1432
63| 9288 | 43275| 12719 877.0 394.9 | 870.2 | 44.8 | 8254 1442
6.6 9363 | 43803 | 12855 887.5 398.0 | 898.4 | 441 | 8542 1418
20| 9428 | 4,479.2| 1302.3 897.9 404.4 | 889.1 | 29.7| 859.4 122.1
29| 950.0 | 46129 | 13329 919.6 4134 | 900.9 | 24.6 | 8763 128.7
: 99| 961.8 | 46681 | 1371.8 950.0 4219 | 917.9 | 247 8932 118.0
23| 967.3 | 47050 | 1,387.9 964.4 4235 | 9366 | 196 | 917.1 104.4
16| 9750 | 47666 | 14138 986.8 427.0 | 9324 | 18.0 | 9143 -11.1
Ve | 7,237.3 | 5803.6 | 981.6| 408220 14337 1,003.7 430.0 | 964.2 | 17.9| 9463 84.5

See next page for continuation of table.
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TABLE B—28.—Nutional income by type of income, 1959—2005—Continued
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation and capital consumption adjustments

Profits with inventory valuation adjustment and without Net Busi- | Cur-

capital consumption adjustment interest Taxes ness rent

Capital and on |Less:|current| surplus

Year or Profits Inven- | 0M- | miscel- | Produc- Sub-| trans- | of

quarter Total tor SUmp- | 2neous tion si- | fer |govern-

Taxes on Profits after tax valg— tion ay- and |dies | pay- | ment

Total | Profits Corpo- ation adjust- nll)er){ts imports ments | enter-

bifore ra?e Total (;\!e_t tU'nbdits-d adjust- ment (net) | prises

ax | ota ivi- | tributes
income dends | profits ment

23.7 3000 126 17.5 -0.3 22 9.6 411 1.1 1.8 1.0
22.8 288 134 15.5 -2 23 10.6 46| 1.1 1.9 9
22.9 28.7) 139 14.8 3 3.0 12.5 47.0| 2.0 2.0 8
24.1 329) 150 17.9 0 6.2 14.2 50.4] 2.3 2.2 9
26.4 35.7) 16.2 19.5 1 6.8 15.2 53.4] 2.2 2.7 14
282 409| 182 22.7 -5 79 17.4 57.3] 2.7 3.1 1.3
311 49.1) 202 289 -1.2 8.6 19.6 60.8] 3.0 3.6 1.3
339 528 20.7 32.1 2.1 8.6 224 633 39 35 1.0
329 506/ 215 29.1 -16 9.3 255 68.0/ 3.8 3.8 9
39.6 528 235 29.3 =37/ 100 27.1 76.5] 4.2 43 1.2
40.0 514 242 272 -59 9.9 32.7 84.0] 45 49 1.0
34.8 462 243 21.9 6.6 9.2 39.1 915 48 45 0
38.2 5471 250 29.7 46 9.7 43.9| 100.6| 4.7 43 -2
423 655 26.8 38 —6.6/ 109 47.9| 108.1| 6.6 49 5
50.0 8491 299 550/ -19.6/ 102 56.2| 117.3] 52 6.0 -4
52.8 95.0/ 332 61.8] -382 6.2 708 125.0] 3.3 7.1 -9
51.6 33.0 60.9] -105( -2 81.6| 1355 45 94| =32
65.3] 1144 390 754 -141| -23 855/ 1466 5.1 95 -18
744 1360 448 91.2| -157| -23| 10L1] 159.9| 7.1 84| -26
849/ 1613 508 1105/ -237| -58| 1150/ 1712 89 106 -19
90.0| 1819 57.5| 124 -40.1| -85 1389| 1804| 85/ 130/ -26
87.2| 166.3| 641 102.2| -42.1| -10.2| 181.8] 200.7| 9.8| 144| -48
843 1594| 73.8 856 -246 7.00 232.3| 236.0| 115 176 49
66.5) 1320 77.7 54.3 —-7.5/ 186/ 271.1| 241.3]15.0] 20.1 4.0
80.6| 1533| 835 69.8 —74| 378 2853| 2637|212 225 3.1
97.5] 17111 90.8 80.3 -40| 540/ 327.1] 290.2|21.0f 30.1 -19
99.4] 1580 97.6 60.5 0] 729] 341.3| 3085|213 348 8
109.7)  136.3| 106.2 30.1 71| 66.5) 366.8| 323.7|248] 366 1.3
1304 187.2| 1123 749 -16.2| 67.5| 366.4| 347.9/30.2| 338 1.2
141.6| 2444) 129.9| 1145 -222| 68.7| 3853 3749]294| 34.0 2.5
146.1| 237.7| 158.0 797\ -163| 59.2| 4321 399.3|27.2] 392 49
1454| 264.1] 169.1 9501 -12.9| 41.2| 4422 4255|268 394 1.6
1386/ 284.4| 180.7| 1037 49| 233| 418.2| 4575(27.3] 399 5.7
1487 312.4| 1879 1245 -2.8| 21.1| 3885 4838|299 424 1.6
1710/ 346.1| 202.8| 1433 -0/ 288 3657 5034|364 40.7 12
193.7| 383.3| 2347\ 1486 -12.4| 357| 366.4| 5456|322 433 8.6
218.7| 455.6| 254.2| 201.4| -183| 407 367.1| 558.2|34.0] 469 114
231.7| 5014 297.6/ 203.8 31| 501 376.2| 5811343 531 12.7
246.1| 552.1| 3345 217.6 141 56.2| 4156 612.0/329] 499 12.6
248.3| 470.0| 3516 1183 20.2| 63.1| 487.1) 639.8]354| 64.7 10.3
258.6| 517.2| 337.4] 179.9 1.0| 745 4954 6740442 674 10.1
265.2| 5082 377.9] 130.3| -14.1| 586| 559.0/ 708.9|443| 87.1 53
204.1| 503.8| 370.9] 1329 11.3| 481 566.3| 7286|553 928/ -14
192.6| 5758 399.2| 176.6 -2.2| 120.1| 520.9| 762.8|384| 843 9
232.1| 705.1| 4232| 281.9| -13.3| 107.9] 5285 801.4|46.7| 816 1.3
271.1| 7882 493.0 2952| -396| 14 505.5| 852.81 435/ 911 -3.0
514.2 -55.01 497.1| 903.2|56.1| 794 -112
1749| 5189 3825 1364 13.3| 12241 5458| 746.0/39.9] 911 -16
1885 553.6] 396.1| 157.5 1.6 123.8] 519.3| 757.9/37.0/ 858 -12
196.9| 589.5| 406.1f 1834 -11.8| 1208 507.0/ 771.6/383| 814 4.0
210.2| 641.3| 412.0f 2293 -8.8| 113.4| 5115 7755|383 788 2.3
. 223.9| 659.1| 416.3] 242.8| -25.0| 934 5309 783.8|421] 79.0 41
. 221.7| 6714 4199| 2515 -2.1| 114.0{ 5324 7947|546 80.5 1.8
1,057.5 235.3| 713.8| 4246) 289.2 511 113.5| 528.1| 806.6| 445 825 A4
1,113.1 247.5| 7759| 432.0) 343.9| -20.8| 110.5| 522.7| 820.6| 454 843 -1l
1,147.3 257.9| 7723 4459| 326.4| -28.9| 146.1] 519.9| 837.1|423] 882 -16
1,162.0 27471 790.2| 4609| 329.2| -48.3| 1454| 512.2| 847.8| 418 90.7| -2.2
1,117.2 259.0( 759.2| 4759| 283.4| -36.9| 1358 497.5| 8555|432 83.0( -3.0
1,219.5 293.0( 831.1) 589.3] 241.8| -44.4| 139.8] 492.7| 870.9|46.5 102.6| -52
2005:1 1,288.2| 13392 13783| 362.6| 1,015.7| 4949| 520.8 -39.1| -51.0 498.3| 883.8| 50.6/ 99.0( 6.1
Il .. 1,347.5 13933| 1412.2| 3725 1,039.7| 506.3| 533.4| -18.9| —458| 488.7| 900.1| 52.1| 99.6/ -7.0
... | 1,293.1| 1,365.1] 1,392.6| 360.3| 10323 520.1| 512.2| -27.5| —72.1| 497.6] 909.5|56.1| 21.8] -2238
Ve .. 5354 -51.1] 5038 9193656/ 972 -88

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—29.—Sources of personal income, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Compensation of employees, received Proprietors’ income
with inventory Rental
Wage and salary disburse- | Supplements to wages and sala- valuation and income
ments ries capital of
b | Emol Emol ct()jr]sutmpti?n per_stuhns
ersona mployer | Employer adjustments wi
Year or quarter income Total contribu- | contribu- capital
Private | o0 00 tions for | tions for con-

Total | indus- ment Total | employee | govern- Non- sumption

tries pension | ment so- | Total | Farm farm adjust-

and insur- | cial insur- ment

ance funds| ance

281.0f 259.8| 213.8 46.1 21.1 133 79| 507 10.0 40.6 16.2
296.4| 2729 2237 49.2 23.6 14.3 93| 508 10.5 40.3 17.1
305.3| 280.5| 228.0 52.5 248 15.2 96| 532 11.0 42.2 17.9
327.1| 2994|2430 56.3 27.8 16.6 11.2| 554 11.0 4.4 18.8
3452|3149 2548 60.0 304 18.0 124 56.5 10.8 457 19.5
370.7| 337.8] 2729 64.9 329 20.3 12.6| 594 9.6 19.8 19.6
399.5| 363.8] 2938 69.9 35.7 22.7 13.1) 639 11.8 52.1 20.2
442.7) 4003 3219 784 2.3 25.5 16.8| 682 12.8 55.4 20.8
475.1| 429.0) 3425 86.5 6.1 28.1 180/ 69.8 11.5 58.4 21.2
524.3| 4720 3753 52.3 324 200/ 743 11.5 62.8 20.9
577.6| 5183 412.7) 105.6 59.3 36.5 228) 714 12.6 64.7 21.2
617.2| 551.6| 4343| 1172 65.7 41.8 238 784 12.7 65.7 214
658.3| 581.0| 457.4| 126.6 744 47.9 264 848 13.2 716 224
725.1|  638.8| 5012 137.6 55.2 312] 959 16.8 79.1 234
811.3| 708.8| 560.0/ 1488 102.5 62.7 39.8] 113.5 289 84.6 24.3
890.7| 772.8| 6118/ 161.0 118.0 733 44.7) 1131 232 89.9 24.3
814.7| 6386 1761 1343 87.6 46.7) 119.5 21.7 97.8 23.7
1,059.2| 8996/ 710.8| 188.8 159.6 105.2 54.4) 132.2 17.0| 1152 223
1,180.4| 99411 7916/ 202.5 186.4 1253 61.11 1457 15.7]  130.0 20.7
1,335.8| 1,120.9 01.2| 219.7 2149 1434 71.5| 166.6 19.6| 1471 22.1
1,501.0f 1,256.0) 1,018.7| 2373 245.0 162.4 82.6| 180.1 21.8] 1583 238
1,651.8 1377.7| 1,116.2| 2615 274.2 185.2 88.9| 174.1 11.3| 1628 30.0
1,825.7| 1,517.5| 1,231.7) 2858 3083 204.7 103.6| 183.0 18.7| 1643 38.0
1,9259| 1,593.7| 1,286.2| 307.5 332.1 222.4 109.8| 176.3 13.1] 1633 38.8
2,043.0 1,685.0| 1,359.8| 325.2 358.0 238.1 1199 192.5 6.0/ 186.5 37.8
2,255.4| 1,854.9| 1,507.0/ 3479 400.5 261.5 139.0| 2433 206 222.7 40.2
2,424.9] 1995.7| 16216 374.1 429.2 281.5 147.7) 262.3 20.8| 2415 419
2,570.1| 2,114.8| 1,717.9] 397.0 4553 297.5 157.91 275.7 226 253.1 335
2,750.2| 2,270.7| 1,848.1| 422.6 479.5 3132 166.3| 302.2 28.71 2735 335
2,967.2| 2,452.9| 2,001.6| 4513 5142 329.6 1846 341.6 268 3147 40.6
3,145.2| 2,596.3| 2,116.2| 480.2 548.9 355.2 193.7| 3633 33.0] 3303 43.1
3,338.2| 2,754.0| 2,236.3| 517.7 584.2 377.8 206.5| 380.6 319 3487 50.7
34453 2,823.0| 2,276.2| 546.8 622.3 407.1 215.1| 377.1 26.7| 3504 60.3
3,651.2| 2,980.3| 2,411.1|  569.2 670.9 442.5 228.4| 427.6 3450 393.0 78.0
3,794.9| 3,082.7| 2,496.0] 586.8 7122 472.4 239.8| 453.8 31.2| 4226 95.6
3,979.6| 3,232.1| 2,625.9| 606.2 7475 4933 25411 473.3 339 4394 1197
4177.0 3,419.3| 2,793.8| 6255 151.7 493.6 264.0| 492.1 2271 4695 122.1
4386.9| 3,619.6| 29752 644.4 767.3 492.5 274.9| 543.2 37.3] 5059 1315
46646/ 3,877.6| 3,209.5| 668.1 787.0 497.5 289.5| 576.0 342 5418 1288
5,020.1| 4,183.4| 3,486.2| 697.3 836.7 529.7 307.0| 627.8 2941 5984 1375
5,352.0| 4,466.3| 3,736.9] 729.3 885.7 562.4 323.3| 678.3 286 649.7| 1473
5,782.7| 4,829.2| 4,054.5( 7747 953.4 609.9 3435 7284 2271 7057\ 1503
5942.1| 4942.8| 4,126.9| 8159 999.3 642.7 356.6| 771.9 19.71 7522 1674
6,091.2| 4,980.9| 41150/ 865.9] 11103 7451 365.2| 7684 10.6| 757.8] 1529
6,321.1| 5111.1| 4,207.8] 903.3| 1,210.0 830.0 380.0| 810.2 2171 7824 1317
6,687.6| 5389.4| 4,450.0 939.5] 1,298.1 895.5 402.7| 889.6 35.8| 8538 1342
7,113.6| 5711.9| 47404 971.4] 14018 976.2 425.6| 937.8 20.1) 9177 739
6,025.3| 4961.2| 4,105.7| 855.4| 1,064.2 700.7 363.4| 763.0 89| 7541 1721
6,091.5| 4989.4| 41257 863.7| 11021 736.2 365.8| 763.5 40| 7594 167.7
61145/ 49885| 4119.2| 869.3| 1,126.0 760.1 365.9| 769.1 11.0] 758.1| 1429
6,133.4| 4984.5| 4109.1] 8754 11489 783.2 365.8| 778.1 184 759.7\ 129.2
6,209.0/ 5,029.7| 4,135.9| 893.7| 11794 804.8 374.6| 778.3 205 757.8| 1317
6,288.0| 5,087.8| 4,184.1| 903.7| 1,200.2 821.6 378.6| 801.4 272 7741 1254
6,360.1| 5,139.8| 4,233.8| 906.1| 1,220.2 838.1 382.1| 821.1 282 7930 1204
6,427.4| 5187.3| 4,277.4] 909.9] 1,240.1 855.4 384.7| 840.0 35.1| 8048 1432
6,526.7| 5254.8| 4,327.5 927.3| 12719 877.0 394.9| 870.2 448 8254 1442
6,603.6| 5318.1| 4,380.3| 937.7| 12855 887.5 398.0| 8984 441 8542| 1418
6,724.2| 5422.0| 4,479.2| 942.8| 13023 897.9 404.4) 889.1 29.7| 8594 122.1
6,895.8| 5562.9| 4,612.9] 950.0f 13329 919.6 413.4) 900.9 246 8763 1287
7,001.7| 5629.9| 4,668.1] 961.8] 1371.8 950.0 4219| 917.9 247 8932 1180
7,060.2| 5672.3| 4,705.0 967.3| 13879 964.4 423.5| 936.6 196 917.1f 1044
7,155.4] 57416 4,766.6| 975.0f 14138 . 427.0| 9324 18.0] 9143 -11.1
7,237.3| 5803.6| 4,822.0 981.6] 14337 1,003.7 430.0| 964.2 17.9| 9463 84.5
I Consists of aid to families with dependent children and, beginning with 1996, assistance programs operating under the Personal Respon-

sibility and Work Opportunity Reconciliation Act of 1996.
See next page for continuation of table.
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TABLE B—29.—Sources of personal income, 1959-2005—Continued
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Personal income receipts on

Personal current transfer receipts

Government social benefits to persons Less:
o Other Cutntribu—
-age, ions
Year or survivors, G?n"gg{]’ tcrlél;]rsefrétr for
quarter Personal | Personal Total disability, unem- Famil receints. | govern-
Total | interest | dividend Total and Joyment Veterans assisy Other froﬁ] | ment
income | income health pinysur— benefits tance ! business social
insur- ance (net) insurance
ance ben-\ o nefits
efits
34.6 22.0 12.6 24.2 22.9 10.2 28 46 0.9 45 13 13.8
37.9 24.5 134 25.7 24.4 11.1 3.0 46 1.0 47 13 16.4
40.1 26.2 13.9 29.5 28.1 12.6 43 5.0 1.1 5.1 14 17.0
141 29.1 15.0 304 28.8 14.3 31 47 1.3 55 15 19.1
47.9 317 16.2 322 30.3 15.2 3.0 48 14 5.9 1.9 21.7
53.8 35.6 18.2 335 313 16.0 2.7 47 1.5 6.4 2.2 224
59.4 39.2 20.2 36.2 339 18.1 23 49 1.7 7.0 23 234
64.1 434 20.7 39.6 37.5 20.8 1.9 49 1.9 8.1 2.1 313
69.0 47.5 215 18.0 458 258 2.2 5.6 2.3 9.9 23 349
75.2 51.6 235 56.1 53.3 30.5 21 59 2.8 11.9 2.8 38.7
84.1 59.9 242 62.3 59.0 331 22 6.7 35 134 33 441
93.5 69.2 24.3 74.7 717 38.6 4.0 1.1 48 16.6 29 46.4
101.0 75.9 25.0 88.1 854 447 58 838 6.2 20.0 2.7 51.2
109.6 82.8 26.8 97.9 94.8 49.8 5.7 9.7 6.9 22.1 31 59.2
1247 94.8 29.9] 1126 1086 60.9 44 10.4 12 25.7 39 75.5
1464 1132 332 1333 1286 70.3 6.8 11.8 8.0 31.7 47 85.2
1622 1293 329 1700 163.1 81.5 17.6 14.5 9.3 40.2 6.8 89.3
1784 139.5 39.00 184.0( 1773 933 15.8 14.4) 101 43.7 6.7 101.3
205.3| 160.6 4471 1942 189.1 105.3 12.7 13.8] 106 46.7 5.1 113.1
234.8| 1840 50.7| 209.6| 203.2 116.9 9.1 13.9] 108 52.5 6.5 131.3
2747\ 2173 57.4| 2353| 2271 132.5 9.4 144) 111 59.6 8.2 152.7
338.7| 2747 64.0] 2795 2708 154.8 15.7 15.0 125 72.8 8.6 166.2
4219| 3483 736 3184| 3072 182.1 15.6 16.1] 131 80.2 11.2 195.7
488.4| 410.8 716 354.8| 3424 204.6 25.1 16.4) 129 83.4 12.4 208.9
529.6| 4463 833 3837/ 3699 222.2 26.2 16.6| 138 91.0 13.8 226.0
607.9| 517.2 90.6] 400.1f 3804 237.8 15.9 16.4| 145 95.9 19.7 257.5
654.0( 556.6 97.4] 4249| 402.6 253.0 15.7 16.7 152 102.0 223 2814
6955 589.5| 106.0| 451.0/ 428.0 268.9 16.3 16.7] 16.1f 109.9 229 303.4
717.0| 6049 112.2| 467.6| 4474 282.6 14.5 16.6| 164 1173 20.2 323.1
769.3|  639.5| 129.7) 496.6| 476.0 300.2 13.2 169 169/ 1288 20.6 361.5
878.0 720.2| 157.8| 543.4| 5199 325.6 143 17.3| 175 1453 235 385.2
924.0| 755.2| 1688 5952| 573.1 351.8 18.0 17.8] 19.2| 166.2 222 410.1
932.0( 7517\ 180.3| 666.4| 648.5 381.7 26.6 18.3| 21.1| 2008 17.9 430.2
910.9| 7234 1874 7494| 729.8 4144 38.9 193] 222| 2349 19.6 455.0
901.8| 699.6| 202.2| 790.1 7757 4434 341 20.1] 22.8/ 2553 14.4 477.7
950.8| 716.8| 234.0) 827.3| 8122 4754 235 20.11 232 2700 15.1 508.2
1,016.4| 763.2| 2532 877.4| 8584 506.8 214 209 226/ 286.7 19.0 532.8
1,089.2| 793.0f 296.2| 925.0| 902.1 537.7 22.0 2171 203 3004 229 555.2
1,181.7| 8487 333.0/ 9512 931.8 563.2 19.9 2250 179/ 3083 19.4 587.2
1,283.2| 9332 3499/ 978.6| 952.6 575.1 19.5 2341 174 3173 26.0 624.2
1,264.2| 9286 335.6| 1,022.1) 988.0 588.9 203 243] 179 3367 341 661.4
1,387.0| 1,011.0f 376.1| 1,084.0| 1,041.6 620.8 20.3 2511 184| 3570 2.4 702.7
1,380.0{ 1,011.0f 369.0/ 1,193.9| 1,143.9 668.5 317 26.7] 181 3989 50.0 7311
1,333.2| 936.1| 397.2| 1,286.2| 1,248.9 707.5 53.2 29.6] 17.7| 4409 37.3 750.0
1,338.7| 917.6| 421.1| 1,344.0| 1,313.5 739.3 52.8 3200 184 4711 30.5 776.6
1,396.5( 905.9| 490.6| 1427.5| 1,394.5 789.3 36.0 342 185 5165 33.0 822.2
1,456.7| 945.0f 511.7| 15255 1,483.9 845.1 289 36.4] 188 5547 41.6 869.4
1,340.6| 960.1f 380.5 1,260.9| 1,218.6 698.4 428 288 17.7| 4309 42.3 747.1
1,336.5| 9424 394.1| 1,284.0| 1,2454 704.5 60.1 2941 176/ 4338 38.6 7511
1,327.4| 9233 4041\ 1,292.7| 1,257.3 7103 56.8 299 17.6| 4427 354 7511
1,3285| 918.4| 410.0/ 1,307.1| 1,274.2 716.7 53.1 304 17.8 456.2 329 750.9
1,334.6| 920.6| 414.0/ 1,319.8| 1,288.2 726.6 51.1 315 181 460.8 316 765.8
1,305 922.6| 417.9| 1,336.9| 1,306.1 736.0 54.5 319 18.3| 4654 308 773.6
1,337.6| 915.1| 422.4| 1,356.8| 1,326.7 742.6 54.4 322 185 4791 30.1 780.7
1,342.1| 912.2| 429.9| 1,362.3| 1,333.0 751.9 51.3 323] 185 4789 293 786.3
1,350.4| 906.6| 4439/ 1399.6| 1,370.6 772.9 431 33.8| 184| 5024 29.0 806.3
1,363.9| 905.1| 4588/ 1419.8| 1,390.8 784.9 353 3400 185 5183 289 813.0
1,378.2| 9047\ 473.5| 14415| 1,397.1 793.7 333 3441 185 5171 444 825.9
1,493.6| 907.4| 586.2| 1,449.2| 1,419.5 805.5 324 348| 186 5282 29.8 843.5
2005:1 1,407.9| 915.4| 4925 14888 1,459.7 828.0 29.4 36.2| 187 5473 29.1 861.0
I 1,439.8| 936.0| 503.8 1509.6| 1,480.4 842.2 28.0 364 187 5551 29.2 864.9
Ml 1,468.9| 951.2| 517.6| 1558.1| 1,483.2 850.1 28.5 36.4] 188 5493 748 872.6
Ve .. 1,510.3| 977.5| 532.9| 15455 1,512.4 860.2 29.7 36.7| 189 566.9 331 879.2

Source: Department o

=)

ommerce, Bureau of Economic Analysis.
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TABLE B—30.—Disposition of personal income, 1959-2005

[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Less: Personal outlays

Percent of disposable
personal income 2

Less: Equals: SF;%ZI Personal outlays
Year or quarter | Fersonal | Personal DlaslglueS Peg(s)gTal Personal | cur- PEeqrggLsél
income Ctug;ggt personal | Total | sumption '”;Z?_St trfﬂﬁ saving Pecr(s)(nJTaI Personal
income e’(t%ergg" ments! | fer Total | sumption saving
pay- expendi-
ments tures

392.8 423 350.5 3239 3176 5.5 0.8 26.7 92.4 90.6 7.6
4115 46.1 365.4 338.8 3317 6.2 8 26.7 92.7 90.8 1.3
429.0 473 381.8 349.6 342.1 6.5 1.0 322 91.6 89.6 8.4
456.7 51.6 405.1 3713 363.3 7.0 11 33.8 91.7 89.7 8.3
479.6 54.6 425.1 391.8 382.7 7.9 12 33.3 92.2 90.0 18
514.6 52.1 462.5 421.7 4114 8.9 13 40.8 91.2 89.0 8.8
555.7 51.7 498.1 455.1 443.8 9.9 14 43.0 91.4 89.1 8.6
603.9 66.4 537.5 493.1 480.9 10.7 16 44.4 91.7 89.5 8.3
648.3 73.0 575.3 520.9 507.8 11.1 2.0 54.4 90.5 88.3 9.5
712.0 87.0 625.0 572.2 558.0 122 2.0 52.8 91.6 89.3 8.4
778.5 104.5 674.0 621.4 605.2 14.0 2.2 52.5 92.2 89.8 18
838.8 103.1 735.7 666.2 648.5 15.2 2.6 69.5 90.6 88.1 9.4
903.5 101.7 801.8 721.2 7019 16.6 2.8 80.6 89.9 81.5 10.1
992.7 123.6 869.1 791.9 770.6 18.1 3.1 77.2 91.1 88.7 8.9
1,110.7 132.4 978.3 875.6 852.4 19.8 3.4 102.7 89.5 87.1 10.5
1,222.6 151.0 1,071.6 958.0 933.4 21.2 3.4 113.6 89.4 87.1 10.6
1,335.0 147.6| 1,187.4] 1,061.9| 1,034.4 23.7 3.8 125.6 89.4 87.1 10.6
1,474.8 172.3|  1,3025| 1,180.2| 1,151.9 23.9 44 122.3 90.6 88.4 9.4
1,633.2 197.5| 14357| 13104| 1278.6 21.0 48 125.3 91.3 89.1 8.7
1,837.7 22941 1608.3| 14658| 14285 319 5.4 142.5 91.1 88.8 8.9
2,062.2 268.7| 1,793.5| 1634.4| 15922 36.2 5.9 159.1 91.1 88.8 8.9
2,307.9 2989 2009.0| 1807.5| 1,757.1 436 6.8 2014 90.0 81.5 10.0
2,591.3 3452 2,246.1| 2,001.8| 19411 493 114 244.3 89.1 86.4 10.9
2,775.3 3541 24212| 2,1504| 2,077.3 59.5| 136 270.8 88.8 85.8 11.2
2,960.7 3523| 26084| 2374.8| 2,290.6 69.2| 15.0 233.6 91.0 87.8 9.0
3,289.5 37741 29120| 2597.3| 2,503.3 7701 169 314.8 89.2 86.0 10.8
3526.7| 4174 31093| 2,829.3| 27203 90.4| 186 280.0 91.0 87.5 9.0
37224| 437.3| 3,285.1| 3,016.7| 2899.7 96.11 209 268.4 91.8 88.3 8.2
394741 489.1| 3,4583| 3,2169| 3,00.2 936 231 2414 93.0 89.6 7.0
4,253.7 505.0| 3,748.7| 34758| 3,353.6 96.8| 254 2729 92.7 89.5 7.3
4,587.8 566.1| 4,021.7| 3,7345| 35985 108.2| 27.8 287.1 92.9 89.5 7.1
4,878.6 5928 4,2858| 3986.4| 3,839.9 116.1| 304 299.4 93.0 89.6 7.0
5,051.0 586.7| 4,464.3| 4,140.1| 3,986.1 1185| 356 324.2 92.7 89.3 7.3
5,362.0 6106 4,751.4| 43854| 4,235.3 111.8| 383 366.0 92.3 89.1 11
5,558.5 646.6| 4911.9| 4627.9| 44719 107.3| 427 284.0 94.2 91.2 5.8
5,842.5 690.7| 5151.8| 4,902.4| 47433 112.8| 463 249.5 95.2 92.1 48
6,152.3 74411 5408.2| 5,157.3| 4,975.8 132.7| 489 250.9 95.4 92.0 46
6,520.6 832.1| 5688.5| 5460.0| 52568 150.3| 529 2284 96.0 924 4.0
6,915.1 926.3| 5988.8| 5770.5| 5547.4 163.9| 59.2 2183 96.4 92.6 3.6
74230( 1,0270| 6,3959| 6119.1| 58795 174.5| 652 276.8 95.7 91.9 43
7,802.4| 1,107.5| 6,695.0| 6,536.4| 16,2825 181.0| 73.0 158.6 97.6 93.8 24
8429.7| 12357 7,194.0| 7,0256| 6,739.4 20471 815 168.5 97.7 93.7 2.3
8724.1| 1237.3| 7486.8| 7,354.5| 7,055.0 2122 872 132.3 98.2 94.2 1.8
8881.9| 1,051.8| 7,830.1| 7,6453| 7,350.7 196.4| 982 184.7 97.6 93.9 2.4
9,169.1 9999 8169.2| 7,996.3| 7,709.9 183.2| 103.3 172.8 97.9 94.4 2.1
9,713.3| 1,049.1| 86642 85125 82143 186.7| 1115 151.8 98.2 94.8 18
10,238.2| 1,206.9| 9,031.3| 9,072.8| 87459 206.4 | 120.5 -41.6|| 1005 96.8 -5
8814.7| 1063.2| 7,751.5| 7,526.1 7,230.3 199.2| 96.6 2254 97.1 93.3 2.9
8892.0| 1050.3| 7,841.7| 7,620.5| 7,323.0 2006 96.8 221.2 97.2 934 2.8
889541 1050.0| 7,8454| 7,6924| 7396.6 197.0| 989 153.0 98.0 94.3 2.0
8925.5| 1,043.8| 7,88L7| 7,7424] 74531 188.8| 100.5 1393 98.2 94.6 18
9013.7| 1,024.3| 7,989.4| 7,8354| 75552 179.3| 101.0 154.0 98.1 94.6 19
9,118.6| 1,026.9| 8,091.7| 7,922.1| 76353 184.8| 102.0 169.6 97.9 94.4 2.1
9,215.4 9408 8274.6| 8,069.5| 7,782.4 185.2| 101.9 205.1 97.5 94.1 2.5
9,328.7| 1,007.6| 8321.0| 8158.4| 7,866.6 183.4| 108.4 162.6 98.0 94.5 2.0
9484.8| 1009.6| 84753| 8319.4| 80323 178.0| 109.2 155.8 98.2 94.8 18
9,614.3| 1,034, 8,580.3| 8439.1| 81456 182.2| 1113 141.2 98.4 94.9 16
9,729.2| 1,058.4| 8,6709| 8566.3| 8263.2 190.3| 112.8 104.6 98.8 95.3 1.2
10,024.8| 1,0943| 8930.4| 8725.0| 8416.1 196.2| 112.7 205.4 97.7 94.2 2.3
10,073.4| 1,171.4| 8902.0| 83854.6| 85358 198.1| 120.8 47.4 9.5 95.9 5
10,185.7| 1,206.0( 8979.7| 9,001.2| 8677.0 2053 | 118.8 =215\ 100.2 96.6 -2
10,231.0| 1,2159| 9,0151| 9,173.9| 8,844.0 21001 119.9 -158.91] 101.8 98.1 -18
10,462.6| 1,2343| 9,228.3| 9,261.6| 8,926.9 212.11 122.7 -333 100.4 96.7 -4

I Consists of nonmortgage interest paid by households.

2Percents based on data in millions of dollars.
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-31.—Total and per capita disposable personal income and personal consumption expenditures,
and per capita gross domestic product, in curvent and real dollars, 1959-2005

[Quarterly data at seasonally adjusted annual rates, except as noted]

Disposable personal income

Personal consumption expenditures

Gross domestic

product

Total (billions of Per capita Total (billions of Per capita per capita Popula-

Year or dollars) (dollars) dollars) (dollars) (dollars) tion
arter Chained Chained Chained Chained Chained (thgu)—l

Current ained | current | “NAMEY | Current amned | Current aned | Current ained || sands

dollars g%ﬂg?g dollars Ei%(l]lg(r)g dollars ézo?lg?; dollars é%?lg(rlg dollars «(j%(lllg(rlg

350.5 1,715.5 1,979 9,685 317.6 1,554.6 1,793 8,776 2,360 13,782 177,130
365.4 1,759.7 2,022 9,735 331.7 1,597.4 1,835 8,837 2,912 13,840 180,760
381.8 1,819.2 2,078 9,901 342.1 1,630.3 1,862 8,873 2,965 13,932 183,742
405.1 1,908.2 2,171 10,227 363.3 1,711.1 1,947 9,170 3,139 14,552 186,590
425.1 1,979.1 2,246 | 10,455 382.7 1,781.6 2,022 9,412 3,263 14,971 189,300
2625 | 2,122.8 2,410 | 11,061 4114 1,888.4 2,144 9,839 3,458 15,624 191,927
198.1 2,253.3 2,563 11,594 443.8 | 2,007.7 2,283 10,331 3,700 16,420 194,347
537.5 | 23719 2,734 | 12,065 4809 | 21218 2,446 10,793 4,007 17,290 196,599
575.3 2,475.9 2,895 | 12,457 507.8 | 2,185.0 2,555 0,994 4,189 17,533 198,752
625.0 | 2,588.0 3,114 | 12,892 558.0 | 23105 2,780 11,510 4,533 18,196 || 200,745
674.0 | 2,668.7 3324 | 13,163 605.2 | 2,396.4 2,985 11,820 4,857 18,573 202,736
1357 2,781.7 3,587 13,563 648.5 | 24519 3,162 11,955 5,064 18,391 205,089
801.8 | 2,907.9 3,860 | 14,001 7019 | 25455 3,379 12,256 5427 18,771 207,692
869.1 3,046.5 4140 | 14,512 770.6 | 2,701.3 3,671 12,868 5,899 19,655 || 209,924
978.3 3,252.3 4616 | 15345 852.4 | 28338 4,022 13,371 6,524 20,484 || 211,939
1,071.6 | 13,2285 5010 | 15,094 933.4 | 28123 4,364 13,148 7,013 20,195 || 213,898
1,187.4 | 13,3026 5498 | 15291 1,034.4 | 28769 4,789 13,320 7,586 19,961 215,981
1,302.5 | 34322 5972 | 15738 1,151.9 | 13,0355 5,282 13,919 8,369 20,822 218,086
1,435.7 | 3,552.9 6,517 16,128 1,2786 | 3,164.1 5,804 14,364 9,219 21,565 || 220,289
1,608.3 | 371838 1,224 | 16,704 1,4285 | 3,303.1 6,417 14,837 10,307 22,526 || 222,629
1,793.5 | 38112 1,967 16,931 15922 | 33834 7,073 15,030 11,387 22,982 225,106
2,009.0 | 3,857.7 8,822 | 16,940 1,757.1 3,374.1 7,716 14,816 12,249 22,666 || 227,726
2,246.1 3,960.0 9,765 | 17,217 1,941.1 3,422.2 8,439 14,879 13,601 23,007 230,008
24212 | 40449 | 10426 | 17418 | 2,0773 3,470.3 8,945 14,944 14,017 22,346 || 232,218
2,6084 | 4177.7 | 11,131 17,828 | 2,290.6 | 3,668.6 9,775 15,656 15,092 23,146 || 234,333
29120 | 44941 | 12319 | 19,011 2,503.3 3,863.3 | 10,589 16,343 16,638 24,593 236,394
3,109.3 | 46452 | 13,037 19476 | 27203 | 4,064.0 | 11,406 17,040 17,695 25,382 238,506
3,285.1 4,791.0 | 13,649 | 19,906 | 2,899.7 | 42289 | 12,048 17,570 18,542 26,024 || 240,683
3,458.3 | 48745 | 14241 | 20,072 | 3,100.2 | 4,369.8 | 12,766 17,994 19,517 26,664 || 242,843
3,748.7 5082.6 | 15297 | 20,740 | 3,353.6 | 4,546.9 | 13,685 18,554 || 20,827 27,514 || 245,061
4,021.7 5224.8 | 16,257 | 21,120 | 3,598.5 | 4,675.0 | 14,546 18,898 || 22,169 28,221 247,387
42858 | 53242 | 17,131 | 21,281 38399 | 47703 | 15349 19,067 23,195 28,429 || 250,181
44643 53517 | 17,609 | 21,109 | 3,986.1 | 4,778.4 | 15722 18,848 || 23,650 28,007 253,530
47514 | 55363 | 18,494 | 21548 | 42353 | 49348 | 16,485 19,208 4,668 28,556 || 256,922
49119 | 55942 | 18872 | 21,493 | 44779 | 50998 | 17,204 19,593 25,578 28,940 || 260,282
51518 | 57464 | 19,555 | 21812 | 47433 5290.7 | 18,004 20,082 || 26,844 29,741 263,455
5,408.2 5,905.7 0,287 2,153 | 49758 | 54335 | 18,665 20,382 || 27,749 30,128 || 266,588
56885 | 6,080.9 | 21,091 | 22546 | 5256.8 | 56194 | 19,490 20,835 || 28,982 30,881 269,714
59888 | 62958 | 21,940 | 23,065 | 55474 | 58318 | 20,323 21,365 || 30,424 31,886 || 272,958
6,3959 | 6,663.9 | 23,161 4,131 5879.5 | 61258 | 21,291 22,183 31,674 32,833 276,154
6,695.0 | 6,861.3 | 23,968 | 24,564 | 62825 | 6,386 | 22,491 23,050 || 33,181 33,904 || 279,328
7,194.0 | 7,194.0 | 25472 | 25472 | 67394 | 6,739.4 | 23862 23,862 || 34,759 34,759 || 282,429
74868 | 73333 | 26236 | 25698 | 7,055.0 | 69104 | 24,723 24216 || 35491 34,660 || 285,366
7,830.1 7,562.2 | 27,165 | 26,236 | 7,350.7 | 7,099.3 | 25502 24,630 || 36,323 34,863 288,240
8,169.2 7,741.8 | 28,065 | 26,596 | 7,709.9 | 7,306.6 | 26,487 25,101 37,691 35,456 || 291,085
8664.2 | 80043 | 29,475 | 27,230 | 82143 7,588.6 | 27,944 25,816 || 39,919 36,590 || 293,951
9,031.3 | 81145 | 30,429 | 27,340 | 87459 | 7,858.1 | 29,468 26,476 || 42,047 37,504 || 296,798
: 7,515 | 7,549.9 | 26994 | 26,292 | 7,230.3 7,022 | 25179 24,524 11 35985 34,745 || 287,154
Il...| 78417 7,585.2 | 27,246 | 26,355 | 7,323.0 | 7,083.5 | 25444 24612 || 36,227 34,855 || 287,812
.| 78454 | 75555 | 27,187 | 26,182 | 7,396.6 | 7,123.2 | 25631 24,684 || 36,481 34,967 288,575
IV .| 78817 7,559.3 | 27,241 | 26,127 | 7,453.1 7,148.2 | 25,760 24,706 || 36,606 34,894 || 289,328
2003:1 ... 7,989.4 | 76055 | 27,552 | 26,228 | 75552 | 7,192.2 | 26,054 24,803 36,958 34,963 289,977
.| 80917 7,690.5 7,839 | 26,459 | 7,635.3 7,256.8 | 26,269 24,967 37,311 35,197 290,656
.| 82746 7,826.2 | 28,392 | 26,853 | 7,782.4 | 7,360.7 | 26,703 25,256 || 38,043 35,722 291,442
IV .| 83210 | 78448 | 28475 | 26846 | 7,866.6 | 7,416.4 | 26,921 25,380 || 38,451 35,941 292,217
2004:1 ... 84753 79151 | 28,939 | 27,026 | 8,032.3 7,501.4 | 27,426 25,613 39,120 36,236 292,872
.| 85803 7,938.8 | 29,231 | 27,045 | 81456 | 7,536.6 | 27,750 25,675 || 39,743 36,466 || 293,540
.| 86709 7,993.3 | 29,461 | 27,159 | 8263.2 | 76175 | 28076 25,882 || 40,157 36,726 || 294,315
IV .| 89304 | 8169.2 | 30,265 | 27,685 | 84161 7,698.8 | 28,522 26,091 40,651 36,930 || 295,077
2005:1 ... 8902.0 | 8,098.1 | 30,103 | 27,384 | 85358 | 7,7649 | 28864 26,258 || 41,251 37,195 || 295,720
Il .| 8979.7 | 8102.6 | 30,298 | 27,338 | 8,677.0 | 7,829.5 | 29,276 26,417 || 41,763 37,415 || 296,383
.| 90151 8,060.8 | 30,338 | 27,127 | 8844.0 | 79079 | 29,762 26,612 || 42421 37,699 || 297,155
Vr 92283 | 8198.0 | 30,975 | 27,516 | 8926. 7,930.2 | 29,963 26,617 || 42,745 37,705 || 297,933

!Population of the United States including Armed Forces overseas; includes Alaska and Hawaii beginning 1960. Annual data are averages

of quarterly data. Quarterly data are averages for the period.

Source: Department of Commerce (Bureau of Economic Analysis and Bureau of the Census).
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TABLE B—32.—Gross saving and investment, 1959—2005
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Gross saving
Net saving
Ci ption of fixed
Net private saving Net government saving capital
Year or quarter Total
gross Total Undis- | Wage
saving net Total | Personel tributed Iar:crlsz;lls Total | Federal Stase 6
saving | Tota ; cor- |less dis-| Tota edera an " overn-
saving porate | burse- local Total | Private ment
profits 1 | ments

26.7 19.4 0.0 7.1 33 38 53.0 38.6 145
26.7 17.6 0 115 1.2 43 55.6 40.5 15.0
322 18.1 0 6.9 26 43 57.2 41.6 15.6
33.8 241 0 18 25 52 59.3 428 16.5
333 26.4 0 11.1 54 5.7 62.4 449 17.5
40.8 30.1 0 74 1.0 6.4 65.0 46.9 18.1
43.0 36.2 0 9.9 33 6.5 69.4 50.5 189
4.4 38.7 0 10.0 23 18 75.6 55.5 20.1
54.4 36.9 0 -24 -94 7.0 81.5 59.9 21.6
52.8 35.6 0 5.2 -2.3 15 88.4 65.2 231
52.5 312 0 16.7 8.7 8.0 97.9 73.1 248
69.5 246 0 =81 -152 7.1 106.7 80.0 26.7
80.6 348 A4 =219 -284 6.5 1150 86.7 283
71.2 429 -3 -88| -244 156 126.5 97.1 29.5
102.7 456 0 44/ -113 15.7]  139.3| 107.9 314
113.6 29.8 0 -44) -138 93| 162.5| 1266 359
125.6 50.2 0| -66.6| -69.0 250 187.7| 1478 40.0
122.3 59.0 0| -444| 517 74| 2052 1625 42.6
125.3 73.2 0] =310 -441 13.1]  230.0[ 1843 457
142.5 81.0 0 -78| -26.5 18.7| 262.3] 2128 49.5
159.1 75.7 0 177 -113 13.0/ 300.1] 2457 54.5
201.4 49.9 0| 448/ -536 88| 343.0| 2811 61.8
2443 68.0 0| 457 -533 76| 3831 3179 70.1
270.8 65.4 0| -1341| -1319 -2.2| 4269 3498 77.1
233.6| 1001 0| -168.1| -173.0 49| 4438 362.1 81.7
3148/ 1303 0| -1441| -168.1 239 4726| 3856 87.0
280.0( 1334 0| -152.6| -175.0 22.3|  506.7| 4140 92.7

268.4| 1037 0| -169.9| -190.8 210/ 531.3] 4318
24141 126.1 0] -132.6] -145.0 124 561.9| 4553 106.7
2729 1611 0] -116.6] -134.5 17.9] 597.6| 4835 1141
287.1) 1226 0] -109.3] -130.1 20.8| 6443 5221 1222
299.4| 1233 0| -164.8| -172.0 72| 6825 551.6| 1309
3242|1319 0 -217.9| -213.7 -42| 7259 5869 1391
366.0 142.7| -15.8| -296.7| -297.4 J| 7519 607.3] 144.6
284.0( 168.1 6.4| -272.6| -273.5 9| 7764 6247 151.8
2495 171.8 17.6| -201.9| -2123 105 833.7| 6751 1586
250.9| 2238 16.4| -184.9| -197.0 1200 8784 7134 165.0
2284|  256.9 36| -116.0 -141.8 258 9181 7488| 169.3
218.3| 2879 -29| -16.7| -55.8 39.1 800.3| 1741
276.8| 2017 -7 90.8 38.8 52.0/ 1,030.2| 851.2| 179.0
1586/ 2553 52| 154.0| 103.6 50.4| 1,101.3| 914.3] 187.0
1685 174.8 0] 2394 1895 50.0 1,187.8| 990.8] 197.0
132.3]  192.3 0 1.5 46. 48 1,281.5 10755 206.0
184.7) 2945 0| -282.1) 2479 -34.2| 1,292.0| 1,080.3| 2116
172.8| 376.5 0| —406.5 -382.7| -23.8| 1,331.3] 1,112.8| 2185
151.8| 397.3 0| —412.3| —406. -5.9| 1,4353| 1206.2| 229.1
0 . | 15741 1,327.2| 2469
0 -35.3| 1,282.0f 1,073.1| 2089
0 -35.1| 1,288.2| 1,077.5 2108
0 -314] 1,2949| 1,082.4| 2125
0 -349] 1,302.7| 1,088.4] 2143
0 —-67.8 1,311.8| 1,095.7| 216.1
0 -26.1| 1,323.8| 1,105.8| 218.1
0 -13.8| 1,337.2| 1,117.8| 2193
0 12.5| 1,352.5| 1,131.8] 2206
0 —6.5 1,371.1| 1,147.8 2233
0 1.6 1,393.8| 11658 228.1
0 -19.3| 1,534.11 1,303.5 230.6
0 40| 1,442.0 1207.6) 2345
0 74] 1,4484) 12109 2375
0 21.3| 14572 1,2169| 2404
0 —6.4| 1,863.8| 1603.6| 260.2
0] [OOSR ORI RN 1,526.9 1,277.3| 249.6

IWith inventory valuation and capital consumption adjustments.
See next page for continuation of table.
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TABLE B—32.—Gross saving and investment, 1959—2005—Continued
[Billions of dollars, except as noted; quarterly data at seasonally adjusted annual rates]

Gross domestic investment, capital account trans- Addenda:
actions, and net lending, NIPA . et
: ross | Ne
Gross domestic investment c Gross government saving saving|saving
80| Net | Statis- asajasa
Year or ital lending | tical Net per- | per-
quarter p(iir\?astse Gross cgﬁnt or net. | discrep- p(?ir\?;tse State dU{Tézs cg?t cg?t
Total Total domes- g%’:ﬁ?’ trans- rubwoirr] ancy saving Total | Federal and invest- | gross | gross
) tict invest- t_ac— " g local ment tVna— | t_na- |
invest- 2 | tions vl ional | tiona
ment | Ment (net)3 NIPA in- | in-
come | come
107.8 78.5 293 -1.2 0.5 84.6 216 13.6 8.0 548 209 104
107.2 789 32 -9 84.8 26.5 17.8 8.7 51.6| 21.0] 10.5
109.5 78.2 43 -6 91.8 22.5 13.5 9.0 523 20.8| 104
1214 88.1 39 4 100.7 24.3 14.0 10.3 62.2| 21.2| 111
127.4 93.8 5.0 -8 104.6 28.6 17.5 11.1 65.0/ 214 114
136.7) 102.1 15 8 117.9 25.5 134 12.1 717 215 11.7
153.8| 118.2 6.2 1.6 129.7 28.8 16.0 12.8 844 219 123
171.1) 1313 39 6.3 138.6 30.1 15.5 14.6 955 214 11.8
1716 128.6 36 46 151.3 19.2 47 145 90.1| 205 10.7
184.8| 141.2 1.7 46 153.7 28.3 12.5 15.8 96.5| 20.0/ 103
199.7) 156.4 1.8 3.2 156.8 415 242 17.3| 101.8] 20.1} 10.2
196.0) 1524 4.0 13 1741 18.6 9 17.7 89.3| 186 83
219.9| 1782 6 116|| 2025 6.4 -11.9 18.3| 104.9| 186/ 84
250.2|  207.6 42.6 -36 9.1 216.8 20.7 -1.7 2850 1237 19.2] 9.0
291.3| 2445 46.8 9.3 86| 2563 35.8 58 3000 1521 211} 11.0
305.7| 2494 56.3 6.6 10.9|| 2700 315 45 27.00 1432| 20.0] 9.2
293.3| 2302 63.1 214 17.7|| 3236/ -26.6| —49.3 22.7| 1056| 182 6.7
358.4| 2920 66.4 89 25.1 343.8 =17} =303 286 1532| 188| 7.5
428.8| 3613 67.5 -9.0 223\ 3828 147 -21.0 35.7| 1988| 196 83
515.0{ 438.0 77.1 -104 266/ 4363 41.7 -15 432| 25271 209| 94
581.4| 4929 88.5 14 46.0/| 480.5 56.2 15.7 405 2812 21.1] 93
579.5| 479.3| 100.3 114 41411 5324 17.0] -23.6 406 236.6) 197 74
679.3| 5724 1069 . 6.3 309 6303 2441 -194 4391 291.2] 209 85
629.5( 517.2| 1123 -0.2 0 3|l 686.0/ -56.9] -94.2 37.3] 2026/ 19.1] 6.1
687.2| 564.3| 1229] -2| -318 457)]  695.8| -86.5| -132.3 458 2434 1731 47
875.0( 7356 1394) -2| -86.7 14.6|| 830.6| -57.2| -1235 66.3| 4024) 196| 7.6
895.0( 736.2| 158.8| -3| -110.5 16.7|| 827.3| -59.9| -126.9 67.0/ 3883 181 6.2
919.7| 746.5| 1732 -3| -138.9 47.0/] 803.9| -70.4| -139.2 68.8| 3884| 165 4.6
969.2| 785.0f 184.3) -4| -1504 217\ 822.7| -259| -89.8 63.9| 4073 168| 5.0
1,007.7) 821.6| 186.1] -5 -111.7| -19.5| 917.5 =25 -7152 72.7) 4101 17.8| 6.2
1072.6| 874.9] 197.7) -3| -88.0 39.7|| 9318 129 -66.7 796 4284| 173] 55
1,076.7| 861.0| 215.7| 6.6 -76.6 66.2|| 974.3] -33.8| -104.1 70.3]  3942| 163 45
1,023.2| 8029 2203 45 9.0 72.5|| 1,0429] -788| -141.5 62.7| 297.3| 16.2| 4.0
1,087.9] 864.8| 2231 6| =375/ 102.7|| 1,100.4| -152.1) -222.7 706 3360/ 151] 3.1
117241 953.4| 219.0/ 13| -717| 139.5| 1,083.3| -120.8| -195.5 7471 3959| 147| 2.8
1,3184( 1,097.1) 2214 17/ -1069| 1425 11140 -432| -132.2 88.9| 4847 154 34
1,376.7 . 9 1.9 1,2045  -19.9| -115.1 95.2| 4984| 16.2| 42
1,485.2| 1,240. 1 1,237.8 533 -59.7| 113.0| 567.1| 16.6| 4.8
1,641.9| 1,389. 0 1,303.6| 157.5 26.7 . 51771 59
1,771.5| 1,509. 1 1,328.9| 269.8| 1216 18.2| 6.5
1,912.4| 1,625.7 8 1,333.3| 341.0] 1885 179/ 6.1
2,040.0/ 1,735.5 . 8 1,334.1| 4364 2766 17.7) 58
1,938.3| 16143 . 1 1,400.1| 2575 1349 16.2| 3.7
1,926.4| 1,582.1 . 4 1,559.6| -70.5| -159.1 142| 19
2,025.6| 1,670.4 . 2 1,662.1| -188.0] —292.5 134 13
2,300.6| 1,928.1 . 6 1,755.3| -183.2| -312.7 134 12
2,499.4| 2,099.5 . .
1,903.1 15641} 339.0/ 12 -4222| -53.6/| 1,570.5| -34.9| -119.9
1,9154| 15714 3439| 12| -460.7| -56.7|| 15783| -65.7| -152.8
1,939.7| 15929 3468 15| -4651 14.6(| 1,527.7| -66.2| -158.4
1,947.4) 1,600.1) 3474 1.6| -490.7 11.7|| 1,561.7| -115.2| -205.1
1,958.9| 1,610.0( 349.0f 17| -530.8 16.6|| 1,560.9| -147.7| -206.4
1,9745 1,619.3| 355.2| 6.4 -509.6 14.4]| 1638.7| -181.9| -283.4
2,054.4| 16942 360.1] 33| -502.4 85.3|| 1,720.6| -250.6| —365.7
2,1147| 1,757.9| 356.8| 14| -487.9 72.0| 1,728.1] -1719| -314.3
2,178.7| 18182| 3604| 17| -567.9 718|| 1,747.2| -212.5| -337.6
2,303.4| 19285| 375.0| 15| -6504| 108.1|| 1,733.4| -187.0| -320.0
2,334.01 1961.2| 372.9| 16| -654.7 1,790.4| -200.3| -317.3
2,386.2| 2,004.5| 3817 18| -740.4 30.6|| 1,750.2| -133.2| -275.7
2,441.9| 2,058.5| 383.4| 17.3] -784.3 394\ 16889 -53.4| -201.4
2,453.5| 2,054.4| 399.1 5| —7473 783|| 1,664.1] =357 -199.6
2,503.6| 2,099.5| 404.1 5| —7416 66.5|| 1,857.4] -161.5 -316.0
2,598.8| 2,185.7| 4131

2For details on government investment, see Table B-20.
3 Consists of capital transfers and the acqmsmon and disposal of nonpmduced nonfinancial assets.
4Prior to 1982, equals the balance on current account, NIPA (see Table B

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—33.—Median money income (in 2004 dollars) and poverty status of families and persons,
by race, selected years, 1991-2004

Families ! Persons Median money income (in 2004 dollars)
below of persons 15 years uld and over with
Below poverty level poverty level income 2
ot Femal Mal Femal
money emale ales emales
Year Nggr]_ income Tatal householder Num-
(mil- 2884 Num- Num- ber | Per- Year- Year-
lions) dol- ber Per- ber Per- l(_mil») cent All ‘ rﬁutr]d Al ] rlolutr_]d
) o ) ions; persons | full-time | persons | full-time
lars) I(ig]n”s) cent I(lnmr:ls) cent workers workers
ALL RACES
67.2 | $48,608 7.7 11.5 42 35.6 | 357 | 142| $27,684 | $41023 | $14,169 | $28,734
68.2 | 48,255 81| 119 43 354 | 38.0| 148 | 26989 | 40,680 | 14136 | 29,150
68.5 | 47,578 84 123 44 356 393 151 27,165| 40,006 | 14220 | 28925
69.3 | 48,895 81| 116 42 346 | 381 145| 27,384 | 39855 | 14456 | 29,332
69.6 | 49,987 751 10.8 41 324 3641 138 | 27,771 | 39633 | 14930 | 29,266
70.2 | 50,705 7.7 11.0 42 326 365| 13.7| 28570 | 40202 | 15361 | 29,889
709 | 52,307 7.3 1 103 4.0 316 356 133 | 29,590 | 41368 | 16,082 | 30,549
716 | 54,091 72| 10.0 338 299 3451 12.7| 30,660 | 41956 | 16,700 | 31,080
73.2 | 55,350 68| 93 36 278 | 328 11.9| 30,937 | 42450 | 17347 | 31,019
738 | 55,647 64| 87 33 254 | 31.6| 11.3| 31,089 | 42659 | 17619 | 31,945
743 | 54,857 68| 92 35 264 | 329 11.7| 31,054 | 42829| 17,729 | 32461
756 | 54,285 721 9.6 36 265 346 121 30,712 | 42549 | 17659 | 32,531
76.2 | 54,096 7.6 10.0 39 280 | 359 125| 30,735| 42618 | 17723 | 32,504
77.0 | 54,061 791 10.2 4.0 284 370 127 | 30,513 | 41667 | 17629 | 32,101
57.2 | 51,102 50| 8.8 2.2 284 | 237 11.3| 28937 | 41,864 | 14500 | 29,153
57.7| 51,022 531 91 2.2 285 | 253 | 11.9| 28244 | 41648 | 14465| 29,488
57.9 | 50,592 55| 94 2.4 292 | 262 122 | 28,297 | 40,978 | 14,503 | 29,581
584 | 51,545 531 91 2.3 29.0 | 254 11.7| 28580 | 40,899 | 14,663 | 30,125
589 | 52,492 50| 85 2.2 266 | 244 112 29412 | 41253 | 15159 | 29,866
58.9 | 53,649 51| 8.6 2.3 273 247 11.2| 29,906 | 41644 | 15536 | 30,396
59.5 | 54,872 50| 84 2.3 277 244 11.0| 30,649 | 42389 | 16,187 | 31,066
60.1 | 56,736 48| 80 2.1 249 | 235 105| 31,996 | 43,048 | 16917 | 31,600
61.1 | 57,898 44 713 1.9 225 222| 98| 32491 | 44447| 17401 | 31,738
61.3 | 58,167 43| 711 1.8 212 | 216| 95| 32,684 | 44153 | 17,637 | 32,853
616 | 57,695 46| 74 1.9 224 | 227| 99| 32269 | 43527 | 17,769 | 32,919
623 | 57,387 49| 18 2.0 226 | 235 102 | 31,914 | 43460 | 17,687 | 32,983
626 | 57,267 511 81 2.2 240 | 2431 105| 31,558 | 43275| 17,890 | 33,057
63.2 | 56,700 53| 84 2.3 248 | 253 108 | 31,335| 42,601 | 17,648 | 32,683
Alone or in
combination &
63.0 | 57,193 501 7.9 2.1 226 2411 103 | 31,844 | 43398 | 17652 | 32970
63.5| 57,098 52| 81 2.2 242 | 250 106 | 31482 | 43210| 17,858 | 33.045
64.1 | 56,568 541 85 2.3 29| 260| 109 | 31269 | 42490 | 17,618 | 32,649
77| 29,144 23| 304 1.8 512 | 102 327 | 17,531 | 30,605| 11,924 | 25879
80| 27,844 25| 311 1.9 50.2 | 10.8| 334 17,237 | 30335| 11,726 | 26,729
80| 27,731 25| 313 1.9 499 | 109 331 | 18801 | 30,337 | 12240 | 26,152
81| 31,138 22| 213 1.7 462 | 10.2| 30.6| 183889 | 30,769 | 13,294 | 26,007
81| 31,966 21| 264 1.7 45.1 99 293 | 19,701 | 30,523 | 13,492 | 25946
85| 31,792 22| 261 1.7 43.7 97| 284 | 19,768 | 32,528 | 14,111 | 26,359
84| 33,568 20| 236 1.6 39.8 91| 265 | 21,238 | 31567 | 15314 | 26,717
85| 34,030 20| 234 1.6 40.8 91| 261 | 22361 | 31,794| 15204 | 27,619
87| 36,102 19| 218 15 39.2 84| 236 | 23170 | 34180| 16,749 | 28497
87| 36,939 171 193 13 343 80| 225 | 23411| 33443| 17,420| 28245
88| 35853 18| 207 14 35.2 81| 227 | 22907 | 34063| 17375| 29,129
89| 35215 19| 215 14 35.8 86| 241 | 22648 | 33541 | 17572| 29,017
89| 35293 20| 223 1.5 36.9 88| 244 22577 | 34327| 17,027 | 28364
89| 35158 20| 228 1.5 37.6 9.0 247 22714 31732 | 17383| 29,145
Alone or in
combination &
9.1 | 35329 20| 214 1.5 35.7 89| 239 22593 | 33577 | 17,511| 29,099
91| 35537 20| 221 1.5 36.8 91| 243 | 22525| 34363 ,985 4
91| 35328 21| 228 1.5 37.6 94| 247 22,740 | 31,724 17,369 | 29,191

1The term “family” refers to a group of two or more persons related by birth, marriage, or adoption and residing together. Every family
must include a reference person. _

2Current dollar median money income adjusted by CPI-U-RS. ) )

3Based on 1990 census adjusted population controls; comparable with succeeding years. )

4Reflects implementation of Census 2000-based population controls comparable with succeeding years.

5Reflects household sample expansion.

6Data are for white alone; for white alone or in combination; for black alone; and, for black alone or in combination. (Black is also Black or
African American.) Beginning with data for 2002 the Current Population Survey allowed respondents to choose more than one race; for earlier
years respondents could report only one race group.

Note.—Poverty rates (percent of persons below poverty level) for all races for years not shown above are: 1959, 22.4; 1960, 22.2; 1961,
21.9; 1962, 21.0; 1963, 19.5; 1964, 19.0; 1965, 17.3; 1966, 14.7; 1967, 14.2; 1968, 12.8; 1969, 12.1; 1970, 12.6; 1971, 12.5; 1972, 11.9;
1973, 111 1974, 11.2; 1975, 12.3; 1976, 11.8; 1977, 11.6; 1978, 11.4; 1979, 11.7; 1980, 13.0; 1981, 14.0; 1982, 15.0; 1983, 15.2; 1984,
14.4;' 1985, 14.0;'1986, 13.6; 1987, 13.4; 1988, 13.0; 1989, 12.8; and 1990, 13.5

Poverty thresholds are updated each year to reflect changes in the consumer prlce index (CPI-U).
For details see “Current Population Reports,” Series P-60.

Source: Department of Commerce, Bureau of the Census.

322



POPULATION, EMPLOYMENT, WAGES, AND PRODUCTIVITY

TABLE B—34.—Population by age group, 1929-2005
[Thousands of persons]

Age (years)
July 1 Total
Under 5 515 16-19 20-24 25-44 45-64 65 and
121767 | 1173 | 26800 9127 | 1089 | g2 | 21076 6474
125579 | 10812 | 26897 9302 | 1L1e2 | 37318 | 22933 7,363
130880 | 10418 | 25179 922 | 11519 | 3938 | 25823 8,764
132122 | 10579 | 24811 9895 | 11690 | 39868 | 26249 9,031
133402 | 10850 | 24516 9840 | 11807 | 20383 | 26718 9,288
131860 | 11301 | 24231 9730 | 11955 | 40861 | 2719 9,584
136739 | 12016 | 24093 9807 | 12060 | 41420 | 27671 9,867
138307 | 12524 | 23949 9561 | 12062 | 42016 | 28138 | 10147
139928 | 12979 | 23907 9361 | 1203 | 42521 | 28630 | 10494
11389 | 13244 | 24103 ol19 | 12004 | 43027 | 29084 | 10828
Wa16 | 14406 | 20468 9097 | 1Ugla | 43657 | 29498 | 1185
146631 14919 | 25209 892 | 179 | 44288 | 29931 11538
149188 | 15607 | 25852 8788 | 1U700 | 44916 | 30405 | 11921
152,271 16410 | 26721 8502 | 11680 | 45672 | 30849 | 12397
10878 | 17333 | 27219 8446 | I1ls%2 | 46003 | 30362 | 12803
157553 | 17312 | 28894 8414 | 11350 | 46495 | 3088 | 13203
160184 | 17638 | 30227 8460 | 11062 | 46786 | 3239 | 13617
163026 | 18057 | 31480 8637 | 10832 | 47001 | 32942 | 12076
165,931 18566 | 32,682 8744 | 10714 | 4719 | 33506 | 14505
168903 | 19003 | 33994 8916 | 1066 | 47379 | 34057 | 14938
171984 | 19494 | 35272 9195 | 10603 | 47440 | 3a501 15,388
174882 | 19887 | 36445 9543 | 107% | 47337 | 35109 | 15806
177830 | 20075 | 37368 | 10215 | 10969 | 471% | 35663 | 16248
180671 | 20341 | 38494 | 10683 | 11134 | 47,140 | 36203 | 16675
183691 | 20522 | 39765 | 11025 | 11483 | 47084 | 36722 | 17,089
186538 | 20469 | 41205 | 11180 | 11959 | 47013 | 37255 | 17457
189202 | 20342 | ALG26 | 12007 | 12714 | 46994 | 37782 | 17778
191889 | 2065 | 42297 | 12736 | 13269 | 46958 | 38338 | 18127
194303 | 19824 | 42938 | 13516 | 13746 | 46912 | 38916 | 18451
196,560 | 19208 | 43702 | 14311 | 14050 | 47001 | 39534 | 1875
198712 | 18563 | 44240 | 14200 | 15288 | 47194 | 40193 | 19071
200706 | 17913 | aafo2 | 14452 | 15786 | 47721 | 408d6 | 19385
202677 | 17376 | 44840 | 14800 | 16480 | 43064 | 41437 | 19680
20505 | 17066 | 44816 | 15289 | 17202 | 48473 | 41999 | 20,107
207,661 17240 | 44591 15688 | 18159 | 4893F | 42482 | 20561
200896 | 17101 | 44203 | 16039 | 18153 | 50482 | 42898 | 21,020
211909 | 16851 | 4358 | 16446 | 18521 | 51749 | 43235 | 2152
21385 | 16487 | 42989 | 16769 | 18975 | 53051 | 43522 | 2206l
25973 | 16021 | 42508 | 17017 | 19527 | 54302 | 43801 | 2269
218035 | 15617 | 42099 | 17194 | 19986 | 5852 | 44008 | 23278
220239 | 1564 | 41298 | 17276 | 20499 | 5761 | 4450 | 238%
220585 | 15735 | 40428 | 17288 | 20946 | 5900 | 44286 | 24502
225055 | 16063 | 39552 | 17242 | 21297 | 61379 | 44390 | 25134
201726 | 16451 | 38838 | 17167 | 21590 | 63470 | 44504 | 25707
200966 | 16893 | 38144 | 16812 | 21869 | 65528 | 44500 | 26221
232188 | 17008 | 37784 | 16332 | 21902 | 67692 |  4ddg2 | 26787
230307 | 17547 | 37526 | 1583 | 21844 | 69733 | 44a7d | 27361
23638 | 176%5 | 37461 15295 | 2L737 | 71735 | 4447 | 27878
238466 | 17802 | 37450 | 15005 | 21478 | 73673 | 44602 | 28416
240,651 17963 | 37404 | 15024 | 20942 | 79651 | 44660 | 29008
202804 | 18052 | 37333 | 15215 | 20385 | 77338 | 44850 | 29626
245021 18195 | 37593 | 15198 | 19846 | 78595 | 45471 | 30124
47302 | 18508 | 37972 | 14913 | 19442 | 79943 | 45882 | 30882
25013 | 1885 | 38632 | 14466 | 19323 | 81291 | 46316 | 31247
253493 | 19208 | 39319 | 13992 | 19412 | 82844 |  dgsy4 | 31812
25689 | 19528 | 4016l 13781 | 19314 | 83201 | 48553 | 3235
260255 | 19729 | 40904 | 13953 | 19101 | 83766 | 49899 | 32902
263435 | 19777 | 41689 | 14228 | 18758 | 84334 | 51318 | 33331
266557 | 19627 | 42510 | 14522 | 18391 | 84933 | 52806 | 33769
269667 | 19408 | 43172 | 15057 | 17,065 | 85527 | 54396 | 34143
272912 | 19233 | 43833 | 15433 | 17992 | 85737 | 56283 | 34402
276115 | 19145 | 44332 | 1585 | 18250 | 85663 | 58249 | 34619
219295 | 1913 | 44755 | 16164 | 18672 | 85408 | 60362 | 34798
282402 | 19187 | 45166 | 16205 | 19189 | 85159 | 62419 | 35077
285329 | 19361 | 45186 | 16248 | 19875 | 84918 |  644ld | 35328
288173 | 19548 | 45141 16302 | 20408 | 84632 | 66557 | 35585
201028 | 19791 | 45081 16359 | 20840 | 84372 |  68kd2 | 35983
20041 293907 | 20071 | 44962 | 16534 | 21064 | 84276 | 70705 | 36294
2005 ... 296,639

1 Revised total population data are available as follows: 2000, 282,403; 2001, 285,335; 2002, 288,216; 2003, 291,089; and 2004, 293,908.
Note.—Includes Armed Forces overseas beginning 1940. Includes Alaska and Hawaii beginning 1950.

All estimates are consistent with decennial census enumerations.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—35.—Civilian population and labor force, 1929-2005
[Monthly data seasonally adjusted, except as noted]

Civilian labor force Civil- Cii;/i]l- Unlem-

Civilian Employment an ey | POy

noninsti- Not in If:ékr)ger ploy- p;etgt

Year or month tutional Un- labor ar- | ment/ |

popula- | Total Agri- Non- | employ- | force ?ici- pop- | Vian

tion?! Total cul- agri- ment pation ula- work-

tural | cultural rate? r;ﬁga erst

Thousands of persons 14 years of age and over Percent
1929 49,180 47,630| 10,450 | 37,180 1,550 | .. 3.2
1933 51,590| 38,760 | 10,090| 28,670 12,830 .. 24.9
1939 55,230 | 45,750 9,610| 36,140 9,480 | .. 17.2
1940 99,840 | 55640 47,520 9,540| 37,980| 8,120 . . 14.6
1941 99,900 | 55910| 50,350| 9,100| 41,250 5,560 43, . 4 9.9
1942 98,640 | 56,410| 53,750 9,250 | 44,500 2,660| 42,230 (| 57.2| 54.5 47
1943 94,640 | 55540 54,470 9,080 45390 1,070 | 39,100 || 58.7| 57.6 1.9
1944 93,220 54,630 53,960 8950 45010 670 | 38,590| 586| 57.9 1.2
1945 94,090 | 53,860 | 52,820 8580 44,240 1,040 | 40,230| 57.2| 56.1 19
1946 103,070 | 57,520 55,250| 8,320| 46,930 2,270 | 45550| 55.8| 53.6 3.9
1947 106,018 | 60,168 57,812| 8,256 | 49,557| 2,356 | 45850| 56.8| 54.5 3.9
Thousands of persons 16 years of age and over

1947 101,827 | 59,350 | 57,038 | 7,890| 49,148 | 2,311| 42477| 583| 56.0 3.9
1948 103,068 | 60,621 | 58343| 7,629| 50,714| 2,276| 42,447| 58.8| 56.6 3.8
1949 103,994 | 61,286 57,651| 7,658| 49,993 ,637 | 42,708| 589| 554 5.9
1950 104,995| 62,208 | 58918| 7,160| 51,758 3,288 | 42,787 59.2| 56.1 5.3
1951 104,621 | 62,017 59,961| 6,726| 53,235 2,055| 42,604 | 59.2| 573 3.3
1952 105,231 | 62,138 60,250 6,500 | 53,749 1,883 | 43,093| 59.0 57.3 3.0
19535 107,056 | 63,015| 61,179| 6,260| 54,919 1,834 | 44,041 58.9| 57.1 2.9
1954 108,321 | 63,643 60,109 6,205| 53,904 3,532| 44,678 58.8| 555 5.5
1955 109,683 | 65023 62,170| 6,450 | 55722| 2,852| 44,660| 59.3| 56.7 44
1956 110,954 | 66,552 | 63,799| 6,283 | 57,514| 2,750 | 44,402| 60.0| 57.5 4.1
1957 112,265 | 66,929| 64,071| 5947| 58,123| 2,859 45336| 59.6| 57.1 43
1958 113,727 | 67,639 63,036| 5586| 57,450 4,602 | 46,088| 59.5| 554 6.8
1959 115,329 | 68,369| 64,630| 5565| 59,065| 3,740| 46,960| 59.3| 56.0 5.5
19605 117,245| 69,628 | 65778| 5458| 60,318 | 3,852| 47,617| 59.4| 56.1 5.5
1961 118,771 | 70,459| 65,746| 5200| 60,546 | 4,714| 48312| 59.3| 554 6.7
19625 120,153 | 70,614| 66,702 | 4,944\ 61,759| 3,911| 49,539| 58.8| 555 5.5
1963 122,416 1,833| 67,762| 4,687| 63,076| 4,070| 50,583 | 58.7| 55.4 5.7
1964 124,485| 73,091 69,305| 4,523| 64,782 3,786| 51,394| 58.7| 55.7 5.2
1965 126,513 | 74,455 71,088| 4,361| 66,726 3,366| 52,058 | 58.9| 56.2 45
1966 128,058 | 75,770 72,895| 3,979| 68,915 2,875| 52,288 | 59.2| 56.9 38
1967 129,874 | 77,347 74372| 3,844\ 70,527 2,975| 52,527 59.6| 57.3 38
1968 132,028 | 78,737| 75920| 3,817| 72,103 2,817| 53,291 59.6| 57.5 3.6
1969 134,335\ 80,734 77,902| 3,606| 74,296 2,832| 53,602 | 60.1| 58.0 3.5
1970 137,085 | 82,771| 78678| 3,463| 75215| 4,093| 54315| 60.4| 574 49
1971 140,216 | 84,382 79,367| 3,394| 75972| 5016| 55834| 60.2| 56.6 5.9
19725 144,126 | 87,034| 82,153| 3,484\ 78,669| 4,882| 57,091| 60.4| 57.0 5.6
19735 147,096 | 89,429| 85064| 3,470| 81594 4365| 57,667| 60.8| 57.8 49
1974 150,120 | 91,949| 86,794| 3,515| 83279| 5156| 58,171| 61.3| 57.8 5.6
1975 153,153 | 93,775| 85846| 3,408| 82438| 7,929| 59377| 61.2| 56.1 8.5
1976 156,150 | 96,158 | 88,752| 3,331| 85421 7,406 | 59,991| 616| 56.8 1.7
1977 159,033 | 99,009 92,017| 3,283| 88,734| 6,991 | 60,025 623| 57.9 7.1
19785 161,910 | 102,251 | 96,048 | 3,387 | 92,661 6,202 | 59,659 63.2| 593 6.1
1979 164,863 | 104,962 | 98,824 | 3,347| 95477| 6,137| 59,900| 63.7| 59.9 5.8
1980 167,745 | 106,940 99,303 | 3,364 | 95,938 7,637| 60,806 | 63.8| 59.2 1.1
1981 170,130 | 108,670| 100,397 | 3,368 | 97,030 8273 | 61,460 63.9| 59.0 16
1982 172,271 | 110,204 | 99,526 | 3,401| 96,125| 10,678 | 62,067 | 64.0| 57.8 9.7
1983 174,215 111,550 100,834 | 3,383 | 97,450 10,717| 62,665 64.0| 57.9 9.6
1984 176,383 | 113,544 | 105,005| 3,321 | 101,685 8,539 62,839 64.4] 59.5 1.5
1985 178,206 | 115,461 107,150| 3,179 | 103,971 8312 62,744| 64.8| 60.1 12
19865 180,587 | 117,834| 109,597 | 3,163 | 106,434 | 8,237 | 62,752 | 65.3| 60.7 7.0
1987 182,753 | 119,865| 112,440 | 3,208 | 109,232 | 7,425| 62,888 | 65.6| 61.5 6.2
1988 184,613 | 121,669 | 114,968 | 3,169 | 111,800 6,701 | 62,944| 65.9| 62.3 5.5
1989 186,393 | 123,869 | 117,342 | 3,199| 114,142 6,528 | 62,523 || 66.5| 63.0 5.3
19905 189,164 | 125,840| 118,793 | 3,223 | 115570| 7,047 | 63,324| 66.5| 62.8 5.6
1991 190,925 | 126,346 | 117,718 | 3,269 | 114,449| 8628 | 64,578 | 66.2| 61.7 6.8
1992 192,805 | 128,105| 118,492 | 3,247 | 115245 9,613 | 64,700|| 66.4| 61.5 1.5
1993 194,838 | 129,200 120,259| 3,115| 117,144| 8940 | 65638| 66.3| 61.7 6.9
19945 196,814 | 131,056 | 123,060| 3,409 | 119,651 ,996 | 65,758 66.6| 62.5 6.1
1995 198,584 | 132,304 | 124,900 | 3,440 | 121,460 7,404 66,280 | 66.6| 62.9 5.6
1996 200,591 | 133,943 | 126,708 | 3,443 | 123,264 1,236| 66,647 | 66.8| 63.2 5.4
19975 203,133 | 136,297 | 129,558 | 3,399 | 126,159 6,739| 66,837 67.1| 63.8 49
19985 205,220 | 137,673 | 131,463 | 3,378 128,085 6,210 67,547 67.1| 64.1 45
19995 207,753 | 139,368 | 133,488 | 3,281 | 130,207 5,880| 68,385 67.1| 643 42

I'Not seasonally adjusted.

2Civilian labor force as percent of civilian noninstitutional population.
3 Civilian employment as percent of civilian noninstitutional population.
4Unemployed as percent of civilian labor force.

See next page for continuation of table.
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TABLE B—35.—Civilian population and labor force, 1929-2005—Continued

[Monthly data seasonally adjusted, except as noted]

Civilian labor force Civil- Civil- Unem-

Civilian Employment Iai?lgr éamn— Pnlg?]i

noninsti- Not in force ploy- rate.

Year or month tutional Un- labor ar- ment/ civils

popula- Total Agri- Non- | employ- | force %)ici— pop- ian

tion! Total cul- agri- ment pation ula- | otk

tural cultural rate? r;ltoi33 erst

Thousands of persons 16 years of age and over Percent

20005 6 212,577 | 142,583 | 136,891 | 2,464 | 134,427 5692| 69,994 67.1| 64.4 4.0
2001 215,092 | 143,734 | 136,933| 2,299| 134,635 6,801| 71,359 66.8| 63.7 47
2002 217,570 | 144,863 | 136,485| 2,311| 134,174\ 8378| 72,707 | 66.6| 62.7 5.8
2003° 221,168 | 146,510 137,736 | 2,275| 135,461 8,774 | 74,658| 66.2| 62.3 6.0
20045 223,357 | 147,401 | 139,252 2,232| 137,020 8,149| 75956 | 66.0| 62.3 55
2005° 226,082 | 149,320 | 141,730 2,197 | 139,532 7.591| 76.762| 66.0| 627 5.1
2002:Jan 216,506 | 143,883 | 135,698 | 2,385| 133230 8,184| 72,623 | 66.5| 62.7 5.7
Feb 216,663 | 144,663 | 136,442 2,397 | 134,126 8221| 72,000( 66.8| 63.0 5.7
Mar 216,823 | 144,485 136,195| 2,369 | 133816| 8290| 72,338 66.6| 62.8 5.7
Apr 217,006 | 144,718 | 136,136 | 2,373 | 133,833 8,582 | 72,287| 66.7| 62.7 59
May 217,198 | 144,933 | 136,546 | 2,263 | 134277\ 8387| 72,265| 66.7| 62.9 5.8
June 217,407 | 144,803 | 136,415| 2,170| 134,153 8,388 | 72,605| 66.6| 62.7 58
July 217,630| 144,803 | 136,410 2,336| 134,082 8392| 72,827| 66.5| 62.7 5.8
Aug 217,866 | 145,007 | 136,695| 2,132| 134,584\ 8311| 72,859 66.6| 62.7 5.7
Sept 218,107 | 145,562 | 137,305| 2,284 | 135,108| 8257| 72,545| 66.7| 63.0 5.7
Oct 218,340 | 145313 | 137,001 | 2,440| 134,587 | 8312| 73,027| 66.6| 62.7 5.7
Nov 218,548 | 145,050 | 136,517 | 2,255| 134,183 8,533 | 73,499| 66.4| 62.5 5.9
Dec 218741 145.065| 136400| 2,349 | 134.073 8,665| 73,676| 66.3| 62.4 6.0
2003:Jan> 219,897 | 145937 137,424 2,343 | 135,032 8513| 73,961 | 66.4| 62.5 5.8
Feb® 220,114 | 146,104 | 137,472 2,240| 135288| 8632| 74,011| 66.4| 62.5 5.9
Mar 220,317 | 146,004 | 137,461 | 2,267 | 135,223 8543 | 743141 66.3| 624 59
Apr 220,540 | 146,452 | 137,637 2,157 | 135538 83816| 74,088 66.4| 62.4 6.0
May 220,768 | 146,480 | 137,547 2,183 | 135356| 8933| 74,288 66.4| 62.3 6.1
June 221,014 | 147.031| 137.784| 2.197| 135454 | 9/246| 73984 || 665 62.3 6.3
July 221,252 | 146,505 | 137,478 | 2,205| 135,211 9,027 | 74,748 | 66.2| 62.1 6.2
Aug 221,507 | 146,427 | 137,525| 2,304| 135,193 8,902 | 75,080| 66.1| 62.1 6.1
Sept 221,779 | 146,546 | 137,601 | 2,336| 135,373 8945| 75232|| 66.1| 62.0 6.1
Oct 222,039 146,716 | 137,986 | 2,435| 135,603 8,730 | 75323| 66.1| 62.1 6.0
Nov 222,279 | 147,063 | 138,453 | 2,364 | 136,052 8610| 75216 66.2| 62.3 5.9
Dec 222509 | 146.773| 1381400| 2,247 | 136.153 8,373| 75736| 66.0| 62.2 5.7
2004:Jan> 222,161 | 146,817 | 138472 2.211| 136,205 8345| 75344 66.1| 62.3 5.7
Feb 222,357 | 146,681 | 138,495| 2,227| 136,294| 8,186| 75675| 66.0| 62.3 5.6
Mar 222,550 | 146,849 | 138,452 | 2,189| 136,291 8,397 75701|| 66.0| 622 5.7
Apr 222,757 | 146,800 | 138,659 2,250 | 136,420  8,140| 75957 | 659 62.2 55
May 222,967 | 147,021 | 138843 | 2,296| 136,524 8178| 75946 659 62.3 5.6
June 223,196 | 147,427 139,181 2,251 | 136,816 8247| 75,768 66.1| 62.4 5.6
July 223,422 | 147,773 | 139,591 | 2,242 137,329| 8,182| 75649 66.1| 62.5 55
Aug 223,677 | 147,558 | 139,558 | 2,317| 137,227| 8,000| 76,119( 66.0| 62.4 5.4
Sept 223,941 | 147,476 | 139,495| 2,223 137,391 7,981| 76,465( 659 62.3 5.4
Oct 224,192 | 147,808 | 139,768 | 2,163 | 137,675 8,040| 76,384 659 62.3 5.4
Nov 224,422 | 148,250 | 140,276 | 2,192 | 138,045 79741 76,172 || 66.1| 62.5 5.4
Dec 224640 | 148173 | 140133 | 2,190| 137.944| 8040| 76.467| 66.0| 62.4 5.4
2005:Jan> 224,837 | 147,956 | 140,234 | 2,138 138,076 7,723| 76,881 658| 624 5.2
Feb 2250411 148,271 | 140,285| 2,161| 138,111 7,986 76,770|| 659| 623 54
Mar 225236| 148,217 | 140,601 | 2,199| 138,416 7,616| 77,019( 658 624 5.1
Apr 2254411 148,839 | 141,196 | 2,253 | 138,926 76441 76,601 66.0| 62.6 5.1
May 225,670 149,201 | 141571 2,216 139,322 7,629| 76,469 66.1| 62.7 5.1
June 2259111 149,243 | 141,750 | 2,321 139,333 7,493| 76,668 66.1| 62.7 5.0
July 226,153 | 149,605 | 142,111 2,332| 139,772 7,494 76,548 (| 66.2| 62.8 5.0
Aug 226,421| 149,792 | 142,425 2,157 | 140,294 7,367| 76,629 66.2| 62.9 49
Sept 226,693 | 150,083 | 142,435| 2,140| 140,421 7,648| 76,610 66.2| 62.8 5.1
Oct 226,959 | 150,043 | 142,625| 2,126| 140,577 7,418| 76,916 66.1| 62.8 49
Nov 227,204 | 150,183 | 142,611 2,154| 140,427 7,572| 77,021 66.1| 62.8 5.0
Dec 227,425| 150,153 | 142,779| 2,130| 140,638 7,375| 77,271|| 66.0| 62.8 49

®Not strictly comparable with earlier data due to population adjustments or other changes. See Employment and Earnings for details on

breaks in series.

6Beginning in 2000, data for agricultural employment are for agricultural and related industries; data for this series and for non-
agricultural employment are not strictly comparable with data for earlier years. Because of mdependent seasonal adjustment for these two
series, monthly data will not add to total civilian employment.

Note.—Labor force data in Tables B-35 through B-44 are based on household interviews and relate to the calendar week including the
12th of the month. For definitions of terms, area samples used, historical comparability of the data, comparability with other series, etc., see

Employment and Earnings.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—36.—Civilian employment and unemployment by sex and age, 1959-2005
[Thousands of persons 16 years of age and over; monthly data seasonally adjusted]

Civilian employment Unemployment
Males Females Males Females
Year or month
20 20 20 20
Total Total
16-19 | years 16-19 | years 16-19 | years 16-19 | years
Total years and Total years and Total years | and Total years | and
over over over over
1959 e 64,630 43,466 2,198 41,267| 21,164| 1,640| 19,524| 3,740( 2,420 398| 2,022| 1,320| 256| 1,063
1960 .. 65,778 43,904| 2,361| 41,543| 21,874 1,768| 20,105 3,852 2,486| 426| 2,060| 1,366/ 286| 1,080
1961 65,746 43,656/ 2,315 41,342| 22,090| 1,793| 20,296 4,714| 2,997| 479| 2,518| 1,717 349 1,368
1962 66,702| 44,177\ 2,362| 41,815 22,525 1,833| 20,693| 3911| 2,423| 408| 2,016| 1,488 313| 1,175
1963 67,762| 44,657| 2,406\ 42,251| 23,105/ 1,849| 21,257 4,070 2,472| 501| 1,971| 1598/ 383| 1,216
1964 69,305| 45474| 2,587\ 42,886| 23,831 1,929| 21,903 ,786] 2,205/ 487| 1,718 1581 385 1,195
1965 71,088| 46,340| 2,918| 43,422| 24,748| 2,118| 22,630\ 3,366 1,914 479| 1,435| 1452| 395 1,056
1966 72,895| 46,919| 3,253| 43,668| 25976 2,468| 23,510\ 2,875 1,551 432| 1,120| 1,324| 405 921
1967 74,372| 47,479| 3,186| 44,294| 26,893 A96| 24,397) 2,975 1,508 448| 1,060| 1,468 391| 1,078
1968 75,920 48,114| 3,255| 44,859| 27,807 2,526| 25281 2,817| 1,419| 426] 993| 1,397| 412| 985
1969 77,902 48,818| 3,430| 45388| 29,084 2,687| 26,397| 2,832 1,403| 440| 963 1,429 413| 1,015
1970 78,678 48,990| 3,409| 45581| 29,688 2,735/ 26,952| 4,093 2,238| 599| 1,638 1855 506| 1,349
1971 79,367| 49,390 3,478| 45912| 29,976 2,730| 27,246| 5016 2,789 693| 2,097| 2,227| 568| 1,658
1972 82,153| 50,896/ 3,765| 47,130| 31,257 2,980| 28,276 4,882| 2,659 711| 1,948 2,222| 598| 1,625
1973 85,064| 52,349| 4,039| 48,310| 32,715 3,231| 29,484| 4365 2,275| 653| 1,624| 2,089| 583| 1,507
1974 86,794 53,024| 4,103| 48,922| 33,769| 3,345 30,424| 5156 2,714 757| 1,957 2,441 665 1,777
1975 85,846 51,857\ 3,839| 48,018| 33,989 3,263| 30,726 7,929 4,442| 966| 3,476| 3,486/ 802 2,684
1976 88,752| 53,138/ 3,947\ 49,190| 35615 3,389| 32,226 7,406 4,036| 939| 3,098 3,369 780| 2,588
1977 92,017| 54,728| 4,174| 50,555| 37,289| 3,514| 33,775/ 6,991| 3,667| 874| 2,794| 3,324| 789| 2,535
1978 96,048 56,479| 4,336| 52,143| 39,569 3,734| 35836| 6,202| 3,142| 813| 2,328 3,061| 769| 2,292
1979 98,824| 57,607 4,300 53,308| 41,217 3,783| 37,434 6,137 3,120| 811| 2,308 3,018 743| 2,276
1980 99,303 57,186/ 4,085 53,101\ 42,117 3,625 38492 7,637 4,267| 913| 3,353| 3,370| 755 2,615
1981 100,397| 57,397| 3,815/ 53,582\ 43,000 3,411} 39,590 8273 4,577| 962| 3,615| 3,696/ 800| 2,895
1982 99,526| 56,271| 3,379| 52,891| 43,256 3,170| 40,086| 10,678| 6,179| 1,090 5089 4,499 836| 3,613
1983 100,834| 56,787| 3,300| 53,487\ 44,047| 3,043 41,004 10,717| 6,260 1,003| 5257| 4457| 825| 3,632
1984 105,005 59,091| 3,322| 55,769| 45915 3,122| 42,793 8539| 4,744 812| 3,932| 3,794 687| 3,107
1985 107,150| 59,891 3,328 56,562| 47,259| 3,105 44,154 8312 4521 806/ 3,715| 3,791| 661| 3,129
1986 109,597| 60,892| 3,323| 57,569| 48,706 3,149| 45556 8237 4,530| 779| 3,751 3,707| 675 3,032
1987 112,440\ 62,107| 3,381| 58,726| 50,334| 3,260| 47,074 7,425/ 4101 732| 3,369| 3,324| 616 2,709
1988 114,968| 63,273| 3,492| 59,781\ 51,696 3,313| 48383 6,701 3,655| 667| 2,987| 3,046| 558| 2,487
1989 .. 117,342 64,315| 3,477\ 60,837| 53,027| 3,282| 49,745 6,528| 3,525 658| 2,867| 3,003| 536| 2,467
1990 .. 118,793| 65,104| 3,427| 61,678| 53,689 3,154| 50,535/ 7,047| 3,906| 667| 3,239| 3,140| 544| 2,596
1991 117,718| 64,223| 3,044| 61,178| 53,496 2,862| 50,634 8628 4,946| 751| 4,195| 3,683| 608| 3,074
1992 118,492 64,440| 2,944| 61,496| 54,052 2,724| 51,328 9,613| 5523| 806/ 4,717| 4,090| 621| 3,469
1993 120,259| 65,349| 2,994| 62,355| 54,910 2,811| 52,099| 8940 5055/ 768| 4,287| 3,885 597| 3,288
1994 123,060 66,450| 3,156/ 63,294| 56,610/ 3,005 53,606| 7,996 4,367 740| 3,627| 3,629| 580| 3,049
1995 124,900 67,377| 3,292| 64,085 57,523| 3,127| 54,396 7,404| 3,983 7441 3239| 3421| 602 2,819
1996 126,708| 68,207| 3,310/ 64,897\ 58,501 3,190| 55311 7,236| 3,880| 733| 3,146| 3,356| 573| 2,783
1997 129,558| 69,685| 3,401| 66,284| 59,873 3,260| 56,613 6,739 3,577 694| 2,882 3,162| 577| 2,585
1998 131,463 ,693|  3,558| 67,135 60,771 4931 57,278 6,210 3,266/ 686| 2,580| 2,944| 519| 2,424
1999 133,488| 71,446| 3,685 67,761| 62,042| 3,487| 58,555/ 5,880 3,066| 633| 2,433| 2,814| 529| 2,285
2000 136,891| 73,305| 3,671| 69,634| 63,586 3,519| 60,067| 5692 2,975 599| 2,376| 2,717| 483| 2,235
2001 136,933 73,196| 3,420\ 69,776| 63,737 3,320 60,417| 6,801 3,690| 650| 3,040| 3111| 512| 2,599
2002 136,485 72,903| 3,169| 69,734| 63,582| 3,162| 60,420| 8378 4,597| 700| 3,896| 3,78l| 553| 3,228
2003 137,736| 73,332| 2917| 70,415 64,404| 3,002 61,402 8774 4,906| 697| 4,209| 3,868 554| 3,314
2004 139,252| 74,524| 2,952\ 71,572\ 64,728| 2,955 61,773 8,149 4,456| 664| 3,791| 3,694 543| 3,150
2005 141,730 75,973| 2,923| 73,050| 65757| 3,005 62,702| 7,591| 4,059 667| 3,392| 3,531| 519| 3,013
2004: Jan 138,472 743441 3,004| 71,340| 64,128 2,960| 61,168 8345/ 4506/ 640 3,866| 3,839 580| 3,259
Fe 138,495 74,047\ 2,941 71,105| 64,449| 2954| 61,495 8186| 4,449 607| 3,841 3,737| 562| 3,175
138,452 74,043| 2.851| 71,192\ 64,409 2,922| 61,487 8397 4527 643| 3,883 3.870| 516 3,354
138,659 74,081| 2947\ 71,134| 64,578 2,964| 61,614 8140 4,459 672| 3,787| 3,681| 498| 3,183
138,843 74,082| 2,909| 71,173| 64,761 3,017| 61,745 8178 4,552| 667| 3,885| 3,626/ 544| 3,082
139,181| 74,462 2,921 71,541 64,719 2917| 61,802 8247| 4,441 642| 3,799| 3,806| 549 3,257
139,591| 74,769| 2,987| 71,782\ 64,822 2,913| 61,909 8,182| 4,398 647| 3,751| 3,784| 628| 3,156
139,558| 74,756| 2,977| 71,780| 64,801 2,937| 61,864 8,000/ 4,417| 660| 3,757| 3,583| 545 3,038
139,495 74,667| 2,933| 71,733| 64,828 2,945/ 61,883 7,981 4,411 664| 3,747| 3570| 523| 3,048
139,768| 74,850| 2,980| 71,870\ 64,918 2,948| 61970| 8,040 4,434 713} 3,721| 3,606/ 513| 3,093
140,276| 75,192| 3,051| 72,140\ 65,084| 2,971| 62,113| 7,974 4,398 686| 3,712| 3,576/ 500| 3,076
140,133| 74,937| 2,900| 72,037| 65,196 ,027| 62,169 ,040 4,457 767| 3,689 3,583| 525 3,058
2005: 140,234 74,980| 2,888| 72,092| 65254| 3,018| 62,236| 7,723 4,197| 639| 3,558 3,525 501| 3,024
Fi 140,285 75,075| 2,829| 72,246| 65209| 2,989| 62,220| 7,986 4,415 732| 3,683| 3572| 508| 3,064
140,601| 75436| 2,924| 72,513| 65165 3,036 62,129| 7,616 4,181 729| 3,453| 3434| 483| 2,952
141,196| 75,773| 2,918| 72,855| 65423| 2,997| 62,426 7,644| 4,085 738| 3,347| 3,559| 523| 3,036
141,571| 75,998 2,890| 73,108| 65573 3,058| 62,515/ 7,629 4,047| 711} 3,337| 3,582| 569| 3,013
141,750| 76,099| 2,921| 73,178| 65,652 3,099| 62,552 7,493 3,966| 673| 3,294| 3,526| 496| 3,030
142,111| 76,258 2,913| 73,345 65853| 3,110| 62,744 7,494 3,928 654| 3,274| 3566 497| 3,070
142,425| 76,404 2,924 73,479 66,022| 3,121| 62,901 7,367| 3,951| 644| 3,307 3,416| 539 2,877
142,435| 76,257| 2,926/ 73,331\ 66,178 3,104| 63,074| 7,648 4,076| 615/ 3,461| 3,572| 518| 3,055
142,625 76,396| 2,896/ 73,500\ 66,229| 3,068| 63,162| 7,418 3,853| 573| 3,281 3,565 552| 3,013
142,611| 76,410 2,970| 73,441| 66,200 3,031| 63,170| 7,572| 3,984 702| 3,282| 3,588 535 3,053
Dec 142,779| 76,529| 3,061| 73,468| 66,250 3,000 63,249 7,375 3,902| 584| 3,318 3,473| 507| 2,966

Note.—See footnote 5 and Note, Table B-35.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—37.—Civilian employment by demographic characteristic, 1959-2005
[Thousands of persons 16 years of age and over; monthly data seasonally adjusted]

Al
civilian
workers

Year or
month

White !

Black and other !

Black or African American!

Total

Males

Fe-
males

Males

Fe-
males

Both

Fe- sexes

Total |Males
males|| {¢77g

64,630

65,778
65,746
66,702
67,762
69,305

118,793
117,718
11

131,463
133,488

136,891
136,933
136,485
137,736
139,252
141,730

138,472
138,495
138,452
138,659
138,843
139,181

139,591
139,558
139,495
139,768
140,276
140,133

140,234
140,285
140,601
141,196
141,571
141,750

142,111
142,425
142,435
142,625
142,611
142,779

58,006
58,850
58913

102,261
101,182
101,669
103,045
105,190
106,490
107,808
109,856
110,931
112,235

114,424

117,168
117,446
117,354
117,396
117,598
117,729

39,494
39,755
39,588

63,196
63,248
63,492
63,659
63,802
63,873

63,853
64,004
63,812
63,954
64,054
64,166

18,512
19,095
1

52,875
52,833
52,694
52,965
53,043
52,939

53,316
53,441
53,042
53,441
53,544
53,564

5,110

1
,532
21,253

7,193 8,203|| 598

1Beginning in 2003, persons who selected this race group only. Prior to 2003, persons who selected more than one race were included in
the group they identified as the main race. Data for black or African American were for black prior to 2003. Data discontinued for black and
other series. See Employment and Earnings, for details.

Note.—Beginning with data for 2000, since data for all race groups are not shown here, detail will not sum to total.

See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B-38.—Unemployment by demographic characteristic, 1959-2005
[Thousands of persons 16 years of age and over; monthly data seasonally adjusted]

Al White ! Black and other! Black or African American!
civilian Fe- Both Fe- Both Fe- Both

workers | Total | Males sexes | Total | Males sexes | Total | Males Sexes
males || 7671g males || {¢"g males || 1¢779

Year or
month

3,740 | 2,946 | 1,903 | 1,043 525

7,375 | 5264 | 2,855 | 2,409 789
1 See footnote 1 and Note, Table B-37.

Note.—See footnote 5 and Note, Table B-35.
Source: Department of Labor, Bureau of Labor Statistics.

328



TABLE B—39.—Civilian labor force participation rate and employment/population ratio, 1959—-2005
[Percent;! monthly data seasonally adjusted]

Labor force participation rate Employment/population ratio
Al Black Al Black
Yrﬁg;t%r civil- Fe- sBeTehs Black or civil- Fe- g}?(tehs Black or
ian | Males | ouec I 16219 White2 | and | African || ian | Males males || 16-19 White2 | and | African
work- ears otherZ | Ameri- || work- ears other2 | Ameri-
ers y can? ers Y can?

Dec ..

L Civilian labor force or civilian employment as percent of civilian noninstitutional population in group specified.
2See footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.

See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—40.—Civilian labor force participation rate by demographic characteristic, 1965-2005
[Percent;! monthly data seasonally adjusted]

White 2 Black and other or black or African American?2
cﬁllill— Males Females Males Females
oty ian 20 20 20 20
mon
work- | Total Total
16-19 | years 16-19 | years 16-19 | years 16-19 | years
ers Total years and Total years and Total years and Total years and
over over over over

Black and other

60.4 | 79.6 60.1 | 82.0| 432 48.1| 427 599 736 463 | 785 | 487 322 512
60.8 | 79.4 62.0| 816| 441 50.1 | 435 60.2 | 734 457 | 784 | 493 342 | 516
614 | 794 629 | 814 452 51.7 | 444 598 729 46.7 | 776 | 49.0 334 514
615 | 787 619 | 80.7 | 459 515 | 453 | 58.8| 709 426| 76.0 | 488 342 | 511
618 | 784 623 | 80.3 | 46.9 52.8 | 46.2| 59.0| 70.0 4131 754 498 329 525
62.5 | 785 64.0 | 80.2| 48.0 54.5 | 47.3 | 59.8 | 70.6 432 756 508 329| 536
633 | 78.6 ggg 80.1 | 494 56.7 | 48.7 | 61.5| 71.5 4491 762 | 53.1 373 | 555
64.1| 782 637 798| 512 56.2 | 50.6| 61.0| 703 4321 751 53.1 349 | 556

61.8 .

66.5 | 742 4751 763 | 59.2 4791 599 | 643 | 67.3 3L1| 715 619 337 | 646
66.3 | 74.1 4741 762 | 589 46.7 | 59.7 | 63.8| 66.7 300| 709 | 615 328 | 642
66.3 | 74.1 46.2| 76.2| 589 476| 59.7 | 642 | 67.3 326| 713 | 616 322| 644
66.4 | 744 484 | 764 | 588 47.0| 596 | 642 | 676 285| 721 615 353 | 639
66.3 | 74.1 476 76.1| 589 469 | 59.7 | 63.6| 66.1 2461 709 | 616 329| 643
66.2 | 74.0 46.1| 76.1| 589 462 | 598 | 64.2 | 66.9 292 712 62.0 309 | 649
66.2 | 74.1 484 | 76.1| 58.8 46.6 | 59.7 | 63.6| 657 25641 703 | 618 309 | 647
66.3 | 74.0 47.7| 76.1 | 59.0 476| 59.8| 633 | 66.0 26.7| 705 61.1 3411 636
66.4 | 74.1 466 | 763 | 59.1 463 | 60.0| 633 | 66.4 293| 706 608 322| 635
66.4 | 744 476 764 | 589 47.1| 598 | 64.3| 66.5 306 | 706 | 62.5 350 | 65.1
66.3 | 742 473 | 763 | 58.8 46.5| 596 | 63.9| 66.7 325| 706 | 616 333 | 642
66.1 | 739 46.7 | 76.0 | 587 468 | 596 | 63.8 | 66.8 31.7| 708 | 613 298| 642
66.2 | 74.1 483 | 76.1 | 587 456 | 596 | 64.2 | 67.2 342\ 710 617 343 | 642
66.3 | 74.1 478 | 762 | 589 463 | 59.7| 638 67.2 3481 709 | 61.0 320| 637
66.2 | 74.0 469 | 76.1| 588 472 596 | 63.7| 66.9 316| 71.0| 611 309 | 64.0
66.2 | 739 46.1| 76.1| 587 4721 596 | 63.6| 66.1 316| 700 | 615 32.7| 642
66.2 | 74.0 46.2| 762 | 587 4771 59.5| 63.6| 66.6 32.7| 705 611 286 | 64.1
66.1 | 742 470 763 | 584 46.6 | 59.2| 63.7| 66.7 355( 702 | 613 323 | 64.0
66.3 | 74.2 46.7 | 763 | 588 472 596 | 642 | 67.7 369 | 713 | 61.3 311| 641
66.4 | 743 464 | 764 | 588 48.1| 596 | 64.5| 68.0 3563 | 717 617 332 | 644
66.2 | 74.1 46.2| 763 | 587 48.0| 59.4 | 64.8| 68.5 338 725 617 319| 645
66.4 | 74.1 4581 76.2| 59.0 47.7| 598 | 64.8 | 68.5 3141 728 618 345| 644
66.4 | 742 459 | 763 | 59.0 48.7| 598 | 64.5| 68.1 313 | 723 | 615 329| 642
66.5 | 74.1 46.1| 76.2| 59.2 48.7| 59.9| 64.1| 673 287 | 71.7| 616 300 | 646
66.4 | 74.0 452 | 762 | 59.1 478 | 59.9 | 643 | 67.0 281 | 714 622 330 | 649
1663 739 463 | 76.0| 59.1 47.11 599 | 64.1| 66.7 3563 | 704 62.0 323 | 648
Dec ... | 66.0| 66.4| 74.0 46.0 | 76.2| 59.0 46.5| 599 | 63.5| 66.1 307 | 702 | 613 323 | 641

ICivilian labor force as percent of civilian noninstitutional population in group specified.
2See footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.

See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—41.—Civilian employment/population ratio by demographic characteristic, 1965-2005
[Percent;! monthly data seasonally adjusted]

White 2 Black and other or black or African American?2

cil‘}llill— Males Females Males Females
Year or month ian

20 20 20 20

work- | Total Total
16-19 | years 16-19 | years 16-19 | years 16-19 | years

ers Total years | and Total years | and Total years | and Total years | and

over over over over

Black and other

5741 760 | 515| 79.0| 40.7| 413 | 40.6| 53.7| 66.8| 31.6| 73.0| 43.0| 19.2| 465
582 | 765| 543| 792 | 418 | 436 41.6| 545 | 675 | 328 | 73.7| 438 | 220| 472
583 | 759 | 544 786 | 424 | 443\ 42.2| 535| 658 | 314 719| 435| 209 | 469
56.7 | 730| 506| 757 | 420 | 425| 41.9| 50.1 | 60.6 | 263 | 66.5| 416| 20.2| 449
576 | 734| 515| 760 | 432 | 442 | 43.1| 508 | 60.6 | 258 | 66.8 | 428 | 19.2| 464
586 | 741 | 544 765 445 | 459\ 444 | 514 | 614 | 264 | 675 | 433 | 185| 47.0
60.0 | 750 | 563 | 772 | 463 | 485| 46.1| 53.6 | 63.3| 285| 69.1| 458 | 221 | 493
606 | 75.1| 557 | 773 | 475 | 494 | 473 | 53.8 | 634 | 287 | 69.1| 46.0 | 224 | 493
60.0 | 734| 534 756| 478 | 47.9| 478 | 523 | 604 | 270 | 658 | 457 | 21.0| 49.1
60.0 | 728 | 51.3| 761 | 483 | 462 | 485 513 | 59.1 | 246 | 645 | 451 | 19.7| 485
588 | 706 | 47.0| 73.0| 48.1| 446 484 | 494 56.0 | 203 | 614 | 442| 17.7| 415
589 | 704 | 474 726 485 | 445\ 489 495 563 | 204 | 61.6| 441 | 17.0| 474
605 | 721 | 49.1| 743 | 498 | 47.0| 50.0 | 523 | 59.2 | 239 | 641 | 46.7| 20.1| 498
610 | 723 | 499| 743 | 50.7 | 47.1| 51.0| 534 60.0 | 263 | 64.6| 481 | 23.1| 509
615| 723 | 496| 743 | 51.7| 47.9| 520 54.1| 60.6 | 26.5| 651 | 488 | 23.8| 516
623 | 727 | 499 | 747 | 528 | 49.0| 53.1| 556 | 62.0 | 285 | 66.4| 50.3| 25.8| 53.0
631 | 732| 51.7| 7561 | 538 | 502 | 54.0| 563 | 62.7 | 294 | 67.1| 51.2| 25.8| 53.9
638 | 73.7| 526| 754 | 546 | 505| 549 56.9 | 628 | 304 | 67.0| 52.0 | 27.1| 546
51.0 .

Dec ..

1 Givilian employment as percent of civilian noninstitutional population in group specified.
2See footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.
See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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3Persons whose ethnicity is identified as Hispanic or Latino may be of any race.

Note.—Data relate to persons 16 years of age and over.

TUnemployed as percent of civilian labor force in group specified.
See footnote 5 and Note, Table B-35.

2See footnote 1, Table B-37.
Source: Department of Labor, Bureau of Labor Statistics.

NSA indicates data are not seasonally adjusted.
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[Percent; 1 monthly data seasonally adjusted]
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TABLE B—43.—Civilian unemployment rate by demographic characteristic, 1965-2005

work-

Year or month

1 Unemployed as percent of civilian labor force in group specified.

23ee footnote 1, Table B-37.

Note.—Data relate to persons 16 years of age and over.

See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.



TABLE B—44.—Unemployment by duration and reason, 1959-2005
[Thousands of persons, except as noted; monthly data seasonally adjusted?]

Duration of unemployment Reason for unemployment
Unem- Average : Job losers3
Year or month |- ploy. tran | 514 | 1526 | weeks (mean) e 9 | Reen- | New
5 | weeks | weeks | and ura- tion On V" | trants .
weeks over (wtelgrlls) (weeks) Total layoff Other ers trants
1959 .. 3,740 | 1,585 | 1,114 469 571 144
1960 3852 | 1,719 | 1,176 503 454 12.8
1961 4,714 | 1,806 | 1,376 728 804 15.6
1962 3911 | 1,663 | 1,134 534 585 14.7
1963 4,070 | 1,751 | 1,231 535 553 14.0
1964 3,786 | 1,697 | 1,117 491 482 133
1965 3,366 | 1,628 983 404 351 11.8
1966 2,875 | 1573 779 287 239 104 |
19672 2975 | 1,634 893 271 177 8.7 23| 1,229
1968 2,817 | 1594 810 256 156 8.4 451 1,070
1969 2,832 | 1,629 827 242 133 78 441 1,017
1970 4,093 | 2,139 | 1,290 428 235 8.6 491 1811
1971 5016 | 2,245 | 1585 668 519 113 6.3 | 2,323
1972 4,882 | 2,242 | 1472 601 566 12.0 6.2 | 2,108
1973 4,365 | 2,224 | 1314 483 343 10.0 52| 1,69
1974 5156 | 2,604 | 1597 574 381 9.8 52| 2,242
1975 7,929 | 2,940 | 2,484 | 1303 | 1,203 14.2 8.4 | 4386
1976 7,406 | 2,844 1 2,196 | 1,018 | 1348 15.8 82| 3,679
1977 6,991 | 2919 | 2,132 913 | 1,028 14.3 7.0 | 3,166
1978 6,202 | 2,865 | 1,923 766 648 119 59| 2,585
1979 6,137 | 2,950 | 1,946 706 535 10.8 54| 2,635
1980 7,637 | 3,295 | 2,470 | 1,052 820 119 6.5 | 3,947
1981 8273 | 3,449 2,539 | 1,122| 1,162 13.7 6.9 | 4,267
1982 10,678 | 3,883 | 3,311 | 1,708 | 1,776 15.6 8.7 | 6,268
1983 10,717 | 3,570 | 2,93 | 2,559 20.0 10.1 | 6,258
1984 8,539 | 3,350 | 2,451 | 1,104 | 1,634 18.2 79| 4421
1985 8312 | 3,498 | 2,509 | 1,025 | 1,280 15.6 6.8 | 4,139
1986 , 3,448 | 2,557 | 1,045 | 1,187 15.0 6.9 | 4,033
1987 7,425 | 3,246 | 2,196 943 | 1,040 14.5 6.5 | 3,566
1988 6,701 | 3,084 | 2,007 801 809 135 59| 3,092
1989 , 3174 | 19 730 646 119 48| 2,983
1990 7,047 | 3,265 | 2,257 822 703 12.0 53| 3,387
1991 8628 | 3,480 | 2,791 | 1,246 | 1111 137 6.8 | 4,694
1992 9613 | 3376 | 2,830 | 1,453 | 1,954 17.7 8.7 5389
1993 8940 | 3,262 | 2,584 | 1,297 | 1,798 18.0 83| 4,848
1994 7,996 | 2,728 | 2,408 | 1,237 | 1,623 18.8 9.2 | 3,815
1995 7,404 | 2,700 | 2,342 | 1,085 | 1,278 16.6 83| 3476
1996 7,236 | 2,633 | 2,287 | 1,053 | 1,262 16.7 83| 3370
1997 6,739 | 2,538 | 2,138 995 | 1,067 15.8 8.0 | 3,037
1998 6,210 | 2,622 | 1,950 763 145 6.7 | 2,822
1999 5880 | 2,568 | 1,832 755 725 134 6.4 | 2,622
2000 5692 | 2,558 | 1815 669 649 12.6 59| 2517
2001 6,801 | 2,853 | 2,196 13.1 6.8 | 3,476
2002 8378 | 2,893 | 2,580 | 1,369 | 1,535 16.6 9.1 | 4,607
2003 8774 | 2,785 | 2,612 | 1,442 1,936 19.2 10.1 | 4,838
2004 8,149 | 2,696 | 2,382 | 1,293 | 1,779 19.6 9.8 | 4197
2005 7,591 | 2,667 | 2,304 | 1,130 | 1,490 18.4 89 | 3,667
2004: Jan 8345 | 2,657 | 2,397 | 1,446 | 1,903 19.8 10.6 | 4,350
Fel 8,186 | 2,419 | 2,422 | 1,367 | 1,865 20.2 10.2 | 4,258
8397 | 2,638 | 2,421 | 1,333 | 1,982 19.8 10.2 | 4,548
8,140 | 2,768 | 2,387 | 1,190 | 1,787 19.6 9.4 | 4,362
8178 | 2,683 | 2,390 | 1,274 | 1,794 19.8 9.9 | 4,225
8247 | 2,684 | 2,371 | 1,325 | 1,774 19.9 10.8 | 4,125
8,182 | 2,868 | 2,438 | 1,227 | 1,709 18.8 89 | 4243
8,000 | 2,638 | 2,536 | 1,247 | 1,671 19.2 9.4 | 4,001
7,981 | 2,760 | 2,226 | 1220 | 1,718 19.6 9.6 | 4,007
8,040 | 2,735 | 2,297 | 1,267 | 1,752 19.6 9.5 | 4,054
7974 1 2,610 | 2,360 | 1258 | 1712 19.8 9.7 | 4,040
8,040 | 2,887 | 2,285 | 1,276 | 1,650 19.4 9.4 | 4,029
2005: 7,723 | 2,597 | 2,348 | 1,191 | 1,630 19.2 9.3 | 3,982
7,986 | 2,743 | 2,320 | 1,236 | 1,626 19.1 9.2 | 3,886
7,616 | 2,498 | 2318 | 1,157 | 1,636 193 9.2 | 3,759
7,644 | 2670 | 2,271 | 1,091 | 1597 19.6 89| 3677
7,629 | 2,694 | 2,270 | 1,122 | 1,528 18.6 9.1 | 3,664
7,493 | 2,661 | 2,339 | 1,053 | 1,335 17.2 9.1 | 3,666
7494 | 2616 | 2452 | 1069 | 1414 17.7 89| 3,626
7,367 | 2,544 | 2,268 | 1229 | 1444 189 94| 3,474
7,648 | 2,751 | 2,253 | 1,120 | 1464 18.2 8.5 3,697
7418 | 2,708 | 2,263 | 1,045 | 1432 18.0 86| 3,508
7,572 | 2,779 | 2,268 | 1,108 | 1,383 17.6 8.5 | 3,455
Dec 7,375 | 2,764 | 2,240 | 1,068 | 1,350 17.3 8.5 | 3,486

1Because of independent seasonal adjustment of the various series, detail will not add to totals.
2Data for 1967 by reason for unemployment are not equal to total unemployment.
3Beginning January 1994, job losers and persons who completed temporary jobs.

Note.—Data relate to persons 16 years of age and over.
See footnote 5 and Note, Table B-35.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—45.—Unemployment insurance programs, selected data, 1978-2005

All programs State programs
Insured Benefits paid
Insurel:d hTut?l | ’ ploy
unemploy- enefits nsure ment as
Year or month eC%velged ment paid unem- Initial Exhaus- percent Total Average
mepnt* (weekly (millions ploy- claims tions® of (millions weekly
aver- 0 ment3 covered of check
age)?3 dollars)24 employ- dollars)* | (dollars)6
ment
Thousands Weekly average; thousands
88,804 2,645 9,007 2,359 346 39 33 1,117 83.67
92,062 2,592 9,401 2,434 388 39 29 8,613 89.67
92,659 3,837 16,175 3,350 488 59 39 13,761 98.95
93,300 3,410 15,287 3,047 460 57 35 13,262 106.70
91,628 4,592 24,491 4,059 583 80 46 20,649 119.34
91,898 3,774 20,968 3,395 438 80 39 18,549 123.59
96,474 2,560 13,739 2,475 377 50 2.8 13,237 123.47
99,186 2,699 15,217 2,617 397 49 2.9 14,707 128.11
101,099 : 16,563 ,643 378 52 28 15,950 135.65
103,936 2,369 14,684 2,300 328 46 24 14,211 140.39
107,156 2,135 13,481 2,081 310 38 2.0 13,086 144.74
109,929 § 14,569 1 330 37 2.1 14,205 151.43
111,500 2,575 18,387 2,522 388 45 24 17,932 161.20
109,606 3,406 26,327 3,342 447 67 32 25,479 169.56
110,167 3,348 726,035 3,245 408 74 3.1 25,056 173.38
112,146 2,845 722,629 2,751 341 62 26 21,661 179.41
115,255 2,746 22,508 2,670 340 57 24 21,537 181.91
118,068 2,639 21,991 2,572 357 51 23 21,226 187.04
120,567 2,656 22,495 2,595 356 53 22 21,820 189.27
121,044 2,370 20,324 2,323 323 48 19 19,735 192.84
124,184 2,260 19,941 2,222 321 44 1.8 19,431 200.58
127,042 2,223 21,024 2,188 298 44 1.7 20,563 212.10
129,877 2,146 20,983 2,110 301 41 1.6 20,507 221.01
129,636 3,012 32,228 2,974 404 54 23 31,680 238.07
128,234 3,624 842,980 3,585 407 85 2.8 42,132 256.79
127,796 3,573 842,413 3,531 404 85 2.8 41,358 261.67
129,278 2,999 835,297 2,950 345 68 23 34,432 262.50
2,710 | e 2,663 328 55
3,709 3,696.7 3,160 355 82 25| 36083 264.44
3,982 3,630.8 3,131 356 79 25| 35615 266.02
3,576 3,880.9 3,036 344 71 24| 38118 266.00
2,974 3,007.0 2,982 345 73 241 2943.0 263.99
2,846 2,650.9 2,938 344 70 23 2,592.5 263.05
2,871 2,856.8 2,924 343 68 23 2,794.0 260.10
2,726 2,630.9 2,888 340 65 23 2,572.7 258.05
2917 2,773.7 2,875 339 66 23 2,706.0 255.63
403 2,391.1 , 343 56 23 2,329.4 261.80
2,429 2,224.2 2,797 339 57 22 2,161.9 262.19
2,624 2,543.6 2,756 336 59 22 24734 261.36
2,696 2,826.5 2,7 332 55 22 2,753.4 264.25
3,659 3,378.7 2,723 329 66 22 3,303.4 268.39
3,262 3,085.7 2,674 309 58 2.1 3,019.4 271.74
2,958 3,336.7 2,652 337 57 2.1 3,250.9 272.14
2,662 2,614.4 2,593 323 60 20| 25538 270.13
2,589 2,544.6 2,590 334 59 20| 24807 268.95
2,411 2,466.4 2,600 323 53 20| 24049 266.53
2,619 2,400.7 2,582 317 57 20| 23383 263.30
2,494 2,619.7 2,581 318 54 20| 25444 262.78
2,228 2,196.1 2,774 398 46 22 2,132.8 263.75
2,634 2,383.8 2,825 350 53 22 2,317.1 259.01
2,475 2,453.7 2,703 323 49 2.1 2,384.0 261.12
2,617 2,651.4 2,672 318 49 2.1 2,578.6 267.20

**Monthly data are seasonally adjusted.

1Through 1996 includes persons under the State, UCFE (Federal employee, effective January 1955), RRB (Railroad Retirement Board) pro-
grams, and UCX (unemployment compensation for ex-servicemembers, effective October 1958) programs. Beginning 1997, covered employ-
ment data are State and UCFE programs onlf/. Workers covered by State programs account for about 97 percent of wage and salary earners.

Covered employment data beginning 2001 are based on the North American Industry Classification System (NAICS). Prior data are based
on the Standard Industrial Classification (SIC).

2|ncludes State, UCFE, RR, and UCX. Also includes Federal and State extended benefit programs. Does not include FSB (Federal supple-
mental benefits), SUA (special unemployment assistance), Federal Supplemental Compensation, Emergency Unemployment Compensation, and
TEUC (Temporary Extended Unemployment Compensation) programs.

3 Covered workers who have completed at least 1 week of unemployment.

4Annual data are net amounts and monthly data are gross amounts.

5Individuals receiving final payments in benefit year.

6For total unemployment only.

7Including Emergency Unemployment Compensation, total benefits paid for 1992 and 1993 would be approximately (in millions of dollars):
for 1992, 39,990 and for 1993, 34,876.

81Including Temporary Extended Unemployment Compensation, total benefits paid (not including RRB program) would be approximately (in
millions of dollars): for 2002, 52,709; 2003, 63,097; and 2004, 37,932.

Note.—Insured unemployment and initial claims programs include Puerto Rican sugar cane workers.
Source: Department of Labor, Employment and Training Administration.
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TABLE B—46.—Employees on nonagricultural payrolls, by major industry, 1959-2005
[Thousands of persons; monthly data seasonally adjusted]

Goods-producing industries Service-providing industries
Manufacturing Trade, transpor-
Natural )
Year or month Total re- Con- Non- tittli?i?iequ
Total sources | struc- Dura dura- Total
and tion Total ble ble Retail
mining goods goods Total trade

53,374 | 19,163 789 3,000 | 15,325 8,988 6,337 | 34211 | 10,960 5,453

54,296 | 19,182 771 2973 | 15438 9,071 6,367 | 35114 | 11147 5,589
54,105 | 18,647 728 2,908 | 15,011 8,711 6,300 | 35458 | 11,040 5,560
55,659 | 19,203 709 2,997 | 15,498 9,099 6,399 | 36,455 | 11215 5,672
56,764 | 19,385 694 3,060 | 15,631 9,226 6,405 | 37,379 | 11,367 5,781
58391 | 19,733 697 3,148 | 15,888 9,414 6,474 | 38,658 | 11677 5977
60,874 | 20,595 694 3,284 | 16,617 9,973 6,644 | 40279 | 12,139 6,262

90,628 | 24,263 1,077 4454\ 18,733 | 11,679 7,064 | 66,265 | 18413 | 10,244
91,289 | 24,118 1,180 4304 | 18,634 | 11611 7,023 | 67,172 | 18,604 | 10,364
89,677 | 22,550 1,163 4,024 | 17,363 | 10,610 6,753 | 67,127 | 18457 | 10,372
90,280 | 22,110 997 4,065 | 17,048 | 10,326 6,722 | 68171 | 18668 | 10,635
94,530 | 23,435 1,[9)% 4501 17,920 | 11,050 6,870 | 71,095 | 19,653 | 11,223

97,611 | 23,585 4793 | 17,819 | 11,034 6,784 | 73,926 | 20379 | 11,733
99,474 | 23,318 829 4937 | 17,552 | 10,795 6,757 | 76,156 | 20,795 | 12,078
102,088 | 23,470 771 , 10,767 , 21,302 | 12,419

109,487 | 23,723 765 5263 | 17,695 | 10,736 6,959 | 85764 | 22,666 | 13,182
108,374 | 22,588 739 4780 | 17,068 | 10,219 6,849 | 85787 | 22,281 | 12,896
108,726 | 22,095 689 4608 | 16,799 9,945 6,854 | 86,631 | 22,125| 12,828
110,844 | 22,219 666 4779 | 16,774 9,900 6,873 | 88625 | 22378 | 13,021
114,291 | 22,774 659 5095 | 17,021 | 10,131 6,890 | 91517 | 23,128 | 13491
117,298 | 23,156 641 5274 | 17241 | 10,372 6,869 | 94142 | 23,834 | 13897
119,708 | 23,410 637 5536 | 17,237 | 10,485 6,752 | 96,299 | 24,239 | 14,143
122,776 | 23,886 654 5813 | 17419 | 10,704 6,716 | 98,890 | 24,700 | 14,389
125,930 | 24,354 645 6,149 | 17,560 | 10,910 6,650 | 101,576 | 25,186 | 14,609
128,993 | 24,465 598 6,545 | 17,322 | 10,830 6,492 | 104,528 | 25771 | 14,970

131,785 | 24,649 599 6,787 | 17,263 | 10,876 6,388 | 107,136 | 26,225 | 15,280
131,826 | 23,873 606 6,826 | 16,441 | 10,335 6,107 | 107,952 | 25983 | 15239
130,341 | 22,557 583 6,716 | 15,259 9,483 5775 | 107,784 | 25497 | 15,025
129,999 | 21,816 572 6,735 | 14,510 8,963 5547 | 108,182 | 25287 | 14,917
131,480 | 21,884 591 6,964 | 14,329 8,923 5406 | 109,596 | 25510 | 15,035
133,631 | 22,141 629 7,233 | 14279 8,950 5329 | 111,490 | 25833 | 15174

130,372 | 21,703 575 6,845 | 14,283 8,855 5428 | 108,669 | 25348 | 14,962
130,466 | 21,699 571 6,841 | 14281 8,864 5417 | 108,767 | 25367 | 14,977
130,786 | 21,773 585 6,897 | 14,291 8,873 5418 | 109,013 | 25441 | 15,021
131,123 | 21,825 589 6,913 | 14,323 8,902 5421 | 109,298 | 25481 | 15,038
131,373 | 21,888 592 6,949 | 14,347 8,925 5422 | 109,485 | 25511 | 15,052
131,479 | 21,890 591 6,955 | 14,344 8,931 5413 | 109,589 | 25536 | 15,061

131,562 | 21,902 596 6,965 | 14,341 8,926 5415 | 109,660 | 25536 | 15,048
131,750 | 21,946 595 6,985 | 14,366 8,965 5401 | 109,804 | 25537 | 15,043
131,880 | 21,947 597 6,998 | 14,352 8,957 5395 | 109,933 | 25555 | 15,038
132,162 | 21,982 595 7,043 | 14,344 8,960 5384 | 110,180 | 25581 | 15,057
132,294 | 21,996 599 7,060 | 14,337 8,954 5383 | 110,298 | 25621 | 15,081
132,449 | 22,022 602 7,086 | 14,334 8,957 5377 | 110,427 | 25620 | 15,077

132,573 | 22,004 607 7,090 | 14,307 8,942 5365 | 110,569 | 25,652 | 15,081
132,873 | 22,066 612 7,133 | 14321 8,962 5359 | 110,807 | 25714 | 15,125
132,995 | 22,093 619 7,169 | 14315 8,957 5358 | 110,902 | 25743 | 15,129
133,287 | 22,130 623 7,207 | 14,300 8,954 5346 | 111,157 | 25797 | 15,158
133,413 | 22,138 624 7,213 | 14301 8,961 5340 | 111275 | 25842 | 15,186
133,588 | 22,134 628 7,230 | 14276 8,947 5329 | 111,454 | 25854 | 15,197
133,865 | 22,134 629 7,235 | 14270 8,940 5330 | 111,731 | 25922 | 15,249
134,013 | 22,159 632 7,267 | 14,260 8,945 5315 | 111,854 | 25910 | 15231
134,030 | 22,164 636 7,284 | 14244 8,934 5310 | 111,866 | 25870 | 15,
134,055 | 22,197 641 7,299 | 14,257 8,954 5303 | 111,858 | 25870 | 15178
134,360 | 22,250 644 7,341 | 14,265 8,958 5307 | 112,110 | 25905 | 15,190
Decr .. 134,468 | 22,262 647 7332 | 14,283 8,973 5310 | 112,206 ,880 | 15,175

Tncludes wholesale trade, transportation and warehousing, and utilities, not shown separately.

Note.—Data in Tables B-46 and B-47 are based on reports from employing establishments and relate to full- and part-time wage and sal-
ary workers in nonagricultural establishments who received pay for any part of the pay period that includes the 12th of the month. Not com-
parable with labor force data (Tables B-35 through B—44), which include proprietors, self-employed persons, unpaid family workers, and
private household workers; which count persons as employed when they are not at work because of industrial disputes, bad

See next page for continuation of table.
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TABLE B—46.—Employees on nonagricultural payrolls, by major industry, 1959—-2005—Continued
[Thousands of persons; monthly data seasonally adjusted]

Service-providing industries—Continued

Profes-
] A Government
Finan- sional Educa- ;
Year or month l?nfgr cial and | tion and al;]ed'sﬁgg Other
tion activi- busi- health italit services
ties ness | services | PN Total | Federal | State | Local
services

1,718 2,454 3,591 2,822 3,365 1,107 8,192 2,342 1,484 4,366
1,728 2,532 3,694 2,937 3,460 1,152 8,464 2,381 1,536 4,547
1,693 2,590 3,744 3,030 3,468 1,188 8,706 2,391 1,607 4,708
1,723 2,656 3,885 3,172 3,557 1,243 9,004 2,455 1,669 4,881
1,735 2,731 3,990 3,288 3,639 1,288 9,341 2,473 1,747 5121
1,766 2,811 4,137 3,438 3,772 1,346 9,711 2,463 1,856 5,392
1,824 2,878 4,306 3,587 3,951 1,404 | 10,191 2,495 1,996 5,700
1,908 2,961 4,517 3,770 4,127 1,475 | 10,910 2,690 2,141 6,080
1,955 3,087 4,720 3,986 4,269 1,558 | 11,525 2,852 2,302 6,371
1,991 3,234 4,918 4,191 4,453 1,638 | 11972 2,871 2,442 6,660
2,048 3,404 5,156 4,428 4,670 1,731 | 12,330 2,893 2,533 6,904
2,041 3,532 5,267 4,577 4,789 1,789 | 12,687 2,865 2,664 7,158
2,009 3,651 5,328 4,675 4,914 1,827 | 13,012 2,828 2,747 7,437
2,056 3,784 5,523 4,863 5,121 1,900 | 13,465 2,815 2,859 7,790
2,135 3,920 5,774 ,092 5,341 1,990 | 13,862 2,794 2,923 8,146
2,160 4,023 5,974 5,322 5471 2,078 | 14,303 2,858 3,039 8,407
2,061 4,047 6,034 5,497 5,544 2,144 | 14,820 2,882 3,179 8,758
2,111 4,155 6,287 5,756 5,794 2,244 5,001 2,863 273 ,865
2,185 4,348 6,587 6,052 6,065 2,359 | 15,258 2,859 3,377 9,023
2,287 4,599 6,972 6,427 6,411 2,505 | 15812 2,893 3,474 9,446
2,375 4,843 7312 6,767 6,631 637 | 16,068 ,894 3,541 9,633
2,361 5,025 7,544 7,072 6,721 2,755 | 16,375 3,000 3,610 9,765
2,382 5,163 7,782 7,357 6,840 2,865 | 16,180 2,922 3,640 9,619
2,317 5,209 7,848 7,515 6,874 2,924 | 15,982 2,884 3,640 9,458
2,253 5334 8,039 7,766 7,078 3,021 | 16,011 2,915 3,662 9,434
2,398 5,553 8,464 8,193 7,489 3,186 | 16,159 2,943 3,734 9,482
2,437 53815 8,871 8,657 7,869 3,366 | 16,533 3,014 3,832 9,687
2,445 6,128 9,211 9,061 8,156 3523 | 16,838 3,044 3,893 9,901
2,507 6,385 9,608 9,515 8,446 3,699 | 17,156 3,089 3,967 | 10,100
2,585 6,500 | 10,090 | 10,063 8,778 3,907 | 17,540 3,124 4,076 | 10,339
2,622 6,562 | 10,555 | 10,616 9,062 4116 | 17,927 3,136 4,182 | 10,609
2,688 6,614 | 10,848 | 10,984 9,288 4261 | 18415 3,196 4305 | 10914
2,677 6,558 | 10,714 | 11,506 9,256 4,249 | 18,545 3,110 4,355 | 11,081
2,641 6,540 | 10,970 | 11,891 9,437 4240 | 18,787 3,111 4,408 | 11,267
2,668 6,709 | 11,495 | 12,303 9,732 4,350 | 18,989 3,063 4,488 | 11,438
2,738 6,867 | 12,174 | 12,807 | 10,100 4,428 | 19,275 3,018 4,576 | 11,682
2,843 6,827 | 12,844 | 13,289 | 10,501 4,572 | 19,432 2,949 4,635 | 11,849
2,940 6,969 | 13,462 | 13,683 | 10,777 4,690 | 19,539 2,877 4,606 | 12,056
3,084 7,178 | 14,335 | 14,087 | 11,018 4,825 | 19,664 2,806 4,582 | 12,276
3,218 7462 | 15147 | 14,446 | 11,232 4,976 | 19,909 2,772 4612 | 12,525
3,419 7,648 | 15957 | 14,798 | 11,543 5,087 | 20,307 2,769 4,709 | 12,829
3,631 7,687 | 16,666 | 15109 | 11,862 5168 | 20,790 2,865 4,786 | 13,139
3,629 7,807 | 16,476 | 15645 | 12,036 5258 | 21,118 2,764 4,905 | 13,449
1395 7,847 | 15976 | 16,199 | 11,986 5,372 1,513 ,766 ,029 718
3,188 7977 | 15987 | 16,588 | 12,173 5401 | 21,583 2,761 5002 | 13,820
3,138 8,052 | 16,414 | 16,954 | 12,479 5431 | 21618 2,728 4,985 | 13,905
3,142 221 935 | 17344 | 12748 5467 | 21,795 2,719 030 | 14046
3,139 7,989 | 16,138 | 16,766 | 12,351 5405 | 21,533 2,729 4961 | 13,843
3,143 7997 | 16,153 | 16,787 | 12,367 5402 | 21,551 2,731 4971 | 13,849
3,136 8,005 | 16,184 | 16,833 | 12412 5420 | 21,582 2,730 4974 | 13,878
3,142 8,021 | 16,305 | 16,871 | 12,443 5428 | 21,607 2,745 4975 | 13,887
3,146 8,037 | 16,384 | 16913 | 12474 5434 | 21,586 2,729 4,967 | 13,890
3,151 8051 | 16415| 16,936 | 12,486 5443 | 21,571 2,731 4,963 | 13,887
3,144 8,043 | 16,453 | 16,963 | 12,497 5438 | 21,586 2,726 4976 | 13,884
3,135 ,058 | 16,470 | 17,010 2,508 5441 | 21,645 ,730 4,987 | 13,928
3,127 8,083 | 16,514 | 17,019 | 12522 5436 | 21,677 2,730 5000 | 13,947
3,131 8,093 | 16,614 | 17,081 | 12,546 5434 | 21,700 2,723 5007 | 13,970
3,133 ,107 | 16,611 7,108 | 12571 5,441 1,706 728 5015 | 13,963
3,127 8128 | 16,674 | 17142 | 12,589 5447 | 21,700 2,706 5020 | 13,974
3,123 8,150 | 16,694 | 17,178 | 12611 5451 | 21,710 2,717 5025 | 13,968
3,127 8,165 | 16,775 | 17,186 | 12,650 5457 | 21,733 2,720 5027 | 13,986
3,134 8,167 | 16,796 | 17,210 | 12,662 5459 | 21,731 2,724 5024 | 13,983
3,152 8,182 | 16,843 | 17,243 | 12,723 5472 | 21,745 2,718 5026 | 14,001
3,146 8,189 | 16,851 | 17,289 | 12,736 5468 | 21,754 2,122 5023 | 14,009
3,146 8,208 | 16,906 | 17,336 | 12,765 5479 | 21,760 2,719 5026 | 14,015
3,146 8,227 | 16,964 | 17,377 | 12,801 5477 | 21817 2,719 5034 | 14,064
3,147 8248 | 16,983 | 17,418 | 12,830 5469 | 21,849 2,718 5033 | 14,098
3,153 8,265 | 17,037 | 17,455| 12,762 5468 | 21,856 2,718 5039 | 14,099
3,142 8,289 | 17,051 | 17,443 | 12,755 5,458 1,850 2,716 5,037 | 14,097
3,146 8,304 | 17,127 | 17,480 | 12,808 5466 | 21,874 2,718 5045 | 14,111
3,149 8316 | 17160 | 175505 | 12:831 5477 | 21,888 2,712 5057 | 14,119

Note (cont'd).—weather, etc., even if they are not paid for the time off; which are based on a sample of the working-age population; and
which count persons only once—as employed, unemployed, or not in the labor force. In the data shown here, persons who work at more than
one job are counted each time they appear on a payroll. » ) o

Establishment data for employment, hours, and earnings are classified based on the 2002 North American Industry Classification System

(NAICS).

For further description and details see Employment and Earnings.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—47 —Hours and earnings in private nonagricultural industries, 1959-20051
[Monthly data seasonally adjusted]

Average weekly hours Average hourly earnings Average weekly earnings, total private
Manufacturi Total orivat Manu- Lvel Perfcent change
anufacturing otal private - eve rom year
Year or month Total ufJ?icn earlier
private &

Over- | Current | 1982 %{;?2} Current 1982 | Current | 1982

Total

time | dollars | dollars? dollars | dollars2 | dollars | dollars?

Al | $302.52
101.52 | 31046
10511 | 312.83
108.02 | 311.30
11385 | 315.37
120.75 | 316.93

125.80 | 312.94
133.58 | 318.06
143.91 | 331.59
162.77 | 331.39
161.25 | 314.94
170.28 | 305.16
182.67 | 309.61
19530 | 310.99
210.15 | 31041
22635 | 298.87

240.77 | 281.27
261.54 | 277.35
272.74 | 272.74
285.83 | 277.50
297.65 | 279.22
30468 | 276.23
309.52 | 276.11
316.81 | 272.88
326.28 | 270.32
338.10 | 267.27

34929 | 262.43
358.06 | 258.34
367.83 | 257.95
378.40 | 258.12
390.73 | 259.97
399.53 | 25843
412.74 | 259.58
431.25 | 265.22
448.04 | 271.87
462.49 | 274.64

48041 | 275.62
493.20 | 275.38
506.07 | 278.83
517.30 | 278.72
528.56 | 277.61
543.86 | 275.93

52322 | 279.50
524.24 | 279.00
52370 | 277.38
526.05 | 277.66
527.96 | 277.44
526.50 | 27542

529.09 | 277.45
530.44 | 278.01
533.03 | 278.93
534.38 | 277.89
533.13 | 276.52
534.15 | 277.19

536.83 | 277.78
536.17 | 276.95
537.52 | 276.08
540.80 | 275.92
54021 | 275.90
541.56 | 276.59

54392 | 276.24
54493 |  275.08
54722 | 272.38
550.26 | 273.63
550.60 | 275.85
550.66 | 276.16

LFor production or nonsupervisory workers; total includes private industry groups shown in Table B-46.
2Current dollars divided by the consumer price index for urban wage earners and clerical workers on a 1982=100 base.
Note.—See Note, Table B-46.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—48.—Employment cost index, private industry, 1984-2005

Total private Goods-producing Service-producing Manufacturing Nonmanufacturing

Total |Wages Total | Wages Total | Wages Total | Wages Total |Wages
com- | and |Bene- | com- | and | Bene- | com- | and | Bene- || com- | and | Bene- | com- | and | Bene-
pen- | sala- | fits® | pen- | sala- | fits! | pen- | sala- | fits! || pen- | sala- | fits! | pen- | sala- | fits?!
sation | ries sation | ries sation | ries sation | ries sation | ries

Year and month

ndex, June 1989=100; not seasonally adjusted

December:

1984 . 848 | 81.7| 854| 864 83.2| 829| 837| 804| 850| 86.1| 827| 83.4| 842| 811
88.3| 84.6| 882| 894 85.7| 86.6| 87.7| 83.6| 878| 89.2| 850 87.0| 880| 844

91.1| 87.5| 91.0| 923 88.3| 89.3| 90.3| 86.8| 907 92.1| 875 89.7| 90.6| 87.5

9411 90.5| 93.8| 952 909 926| 934| 90.2| 934| 952| 89.8| 92.9| 93.7| 910

98.0| 96.7| 97.9| 982 9731 97.3| 97. 96.11| 976| 981| 96.6| 97.5| 97.8| 96.8

102.0| 102.6| 102.1| 102.0| 102.6| 102.3| 102.2| 102.6 || 102.0| 101.9| 102.3| 102.3| 102.2| 102.8

106.1| 109.4 10{(9) 105.8| 109.9| 107.0| 106.3| 109.0 | 107.2| 106.2| 109.5| 106.9| 106.1| 109.3

147.7| 158.6| 148.8| 1452| 156.2| 151.7| 148.9| 159.4| 149.3| 146.5| 154.8| 151.1| 147.9| 159.7
153.3| 166.7| 154.4| 150.5| 162.6| 158.2| 154.5| 168.4| 154.6| 151.7| 160.4| 157.6 | 153.5| 168.8
157.5| 174.6| 160.1| 155.0| 171.0| 163.1| 158.6| 175.9| 160.5| 156.5| 168.9| 162.5| 157.5| 176.3
162.3 | 185.8| 166.5| 158.7| 183.8| 169.7| 163.9| 186.2|| 167.1| 160.1| 182.3| 169.0 | 162.6 | 186.7
166.2 | 198.7| 174.3| 162.4| 201.2| 175.3| 167.9| 196.5|| 175.4| 164.0| 200.4| 174.7| 166.6 | 197.6

167.4| 203.3| 176.9| 163.6| 207.0| 177.1| 169.0| 200.5| 178.2| 1656.3| 206.7| 176.5| 167.7 | 201.6
168.4| 2049 178.5| 164.8| 209.4| 178.1| 170.0| 201.6| 179.6| 166.4| 208.8| 177.6| 168.7 | 203.0
169.5| 206.4| 179.7| 166.0| 210.9| 179.3| 171.1| 203.1|| 180.7| 167.4| 210.1| 178.9| 169.8 | 204.6

2005: Mar .
June
Sept

2004: Mar . 171.5| 163.5| 190.9| 170.7| 159.9| 192.1| 171.9| 165.1| 190.2|f 170.9| 161.3| 192.2| 170.8 | 163.8 | 190.5
June 173.1| 164.5| 194.1| 172.4| 160.9| 195.0| 173.5| 166.0| 193.5|| 172.7| 162.4| 195.6| 172.3| 164.7 | 193.7
Sept 174.8| 165.7| 196.7 | 174.6| 162.3| 1989 174.9| 167.2| 1953 | 174.8| 163.8| 199.8| 173.7| 165.9| 195.7
Dec 176.2| 166.4| 1999 176.3| 162.4| 203.5| 176.2| 168.2| 197.7|| 176.6| 164.0| 203.5| 175.1| 166.9 | 198.7
2005: Mar . 177.3| 167.4| 202.0| 177.1| 163.6| 2053 | 177.3| 169.1| 200.1|| 177.3| 165.3| 204.4| 176.4| 167.8 201.%

June 178.4| 168.4| 203.6| 178.9| 164.8| 208.2| 178.2| 169.9| 200.9|| 179.1| 166.4| 207.4| 177.4| 168.6 | 202

Sept 179.8| 169.4| 206.2| 180.9| 166.0| 211.7| 179.4| 170.8| 202.9| 180.6| 167.4| 210.8| 178.7 | 169.5| 204.6
Percent change from 12 months earlier, not seasonally adjusted
December:
1984 . 49 421 65| 47 3.8 63| 5.1 44| 69 5.2 44| 67| 48| 40| 64
3.9 411 35 33 3.5 30| 45 48| 40 33 36 28| 43 45) 41
3.2 32 34 32 3.2 300 31 301 38 33 331 29| 31 301 37
3.3 331 34 31 3.1 29| 37 34 39 3.0 34 26| 36 34| 40
48 411 69| 44 3.2 701 5.1 47| 65 45 301 76| 50 44) 64
48 411 61| 43 3.9 54| 5.1 45| 68 45 391 59| 49 45| 6.2
46 40| 66| 4.8 3.7 71| 46 40| 62 5.1 421 70| 45 38| 63
44 37| 62| 46 3.7 62| 43 37| 61 47 391 60| 43 35| 63
3.5 26 52 38 2.8 57| 32 250 48 3.8 3.1 56| 3.2 26| 50
3.6 3.1 50| 39 2.9 56| 36 321 45 4.1 321 60| 34 30| 44
3.1 28 37| 31 3.0 35| 29 271 38 3.1 300 33| 30 27| 38
2.6 28 22| 24 2.8 17] 2.8 291 24 2.6 2.9 18] 27 29| 23
3.1 341 200 28 3.2 19| 32 350 20 3.0 331 23] 31 3.5 19
3.4 391 23] 24 3.0 13| 39 44| 29 2.4 3.0 4] 38| 42| 26
3.5 391 24 28 3.5 12| 38 401 3.0 2.1 35 T 037 401 3.0
3.4 35 34] 34 3.3 34| 34 35| 34 3.4 34| 34| 34 34| 34
44 39| 56| 44 39 54| 44 39| 58 4.0 35 47| 46 11 6.0
42 38| 51| 38 37 411 43 38| 56 3.5 350 36| 43 38| 57
32 271 471 37 3.0 52| 31 27| 45 38 32| 53| 31 26| 44
4.0 300 64 40 24 750 40 33 59 41 23 79 40 32| 59
38 241 69| 47 2.3 95| 33 24| 55 5.0 24 99| 34 25| 58
3.4 24| 58] 39 2.3 69| 32 24| 52 3.8 250 63| 33 24| 56
3.2 241 491 39 2.4 6.7 28 23| 39 3.7 250 60 3.0 24| 45
3.0 22| 48] 37 2.3 65| 26 21| 39 3.3 221 55 29 22| 45
Percent change from 3 months earlier, seasonally adjusted

2004: Mar . 11 06| 22 1.7 0.8 34| 08 0.5 L5 16 071 39| 08 0.6 15
June 9 6 1.7 1.0 6 15 9 5 17 11 1 1.8 9 5 17
Sept 1.0 7 13 1.3 9 2.0 8 1 9 12 9] 21 8 7 1.0
Dec .. 8 4 1.6 1.0 1 2.3 1 6 1.2 1.0 1 19 8 6 15
2005: Mar . 6 .6 11 5 7 9 .6 5 1.2 4 8 4 7 5 12
June 6 .6 8 1.0 7 14 5 5 4 1.0 1 15 6 5 6
Sept 8 .6 13 11 7 17 7 5 1.0 8 6 16 7 5 11

LEmployer costs for employee benefits.

Note.—The employment cost index is a measure of the change in the cost of labor, free from the influence of employment shifts among
occupations and industries.
Data exclude farm and household workers.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—49.—Productivity and related data, business sector, 1959-2005
[Index numbers, 1992=100; quarterly data seasonally adjusted]

Output per hour Output! Hours of all Compensation |Real compensation Unit labor Implicit price
Y of all persons p persons? per hour3 per hour? costs deflator®
ear or
quarter | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm | Busi- | Nonfarm
ness |business | ness |b ness |b ness | b ness |b ness | b ness | b

sector | sector |sector | sector |sector| sector |sector| sector | sector | sector |sector| sector |sector| sector

1126 1352| 1356 1197) 120.4| 1258 1252 1081 1075 1114 1112

. . . . A 11590 1159 1127 1133
1185/ 141.0| 141.3| 118.4| 119.3| 140.2| 139.3| 113.4| 112.6] 117.8) 1175/ 1149] 1154
123.3] 143.1| 1434| 1156\ 116.3| 145.0| 144.2| 1154| 114.8| 117.1} 117.0) 116.1] 116.7
128.0| 147.9| 1482| 1150/ 1158 150.7| 149.9| 117.3| 116.7| 117.2| 117.1) 117.7) 1182
132.3] 1549 1553| 116.5| 117.4| 157.7| 156.7| 119.5| 118.7| 118.6| 118.4| 1206 120.7
116.6| 141.1| 141.4| 1204| 121.3| 1388 138.0| 113.0| 112.4| 1185 1184 1141] 1146
118.2| 1414 1419| 119.1} 120.0| 139.9] 138.9| 113.0| 112.2| 117.8) 117.5| 1149] 1154
118.7| 140.3| 140.8| 117.7\ 118.7| 140.5| 139.5| 113.3| 1125 117.9] 117.6| 1152 115.6
120.5/ 141.0| 141.2| 116.4| 117.2| 1415 140.6| 114.2| 1135] 1169 1167 1156/ 116.0
122.5) 1419 1425| 1157\ 1163 1435 142.7| 1154 114.8| 1169 116.5 1156/ 116.0
122.7| 142.6| 1430 115.7| 1165/ 1450 1442| 1157 115.0| 117.7) 117.5| 1159 1166
123.9 1438| 1441| 1154\ 116.3| 1457| 144.8| 1157| 114.9| 1169 1169 1162 1169
124.0/ 144.0| 1441| 1155\ 116.2| 1458 1450 1151| 1145 1169 1169 116.7) 1173
1249 1446| 1448| 1152\ 1159| 147.8] 147.0| 1155 114.9| 117.7) 117.7| 117.2] 117.9
126.9] 146.4| 1465 1145/ 1154| 150.3| 149.3| 117.3| 1165 117.5 117.6| 117.4] 118.0
129.9 149.8| 150.2| 114.8| 1156 152.0 151.2| 118.0| 117.4| 116.4| 116.4| 117.9] 1183
130.1) 150.8| 1512 1155\ 116.2| 152.8] 152.2| 118.4| 117.9] 117.0 116.9| 1183 118.6
130.8| 152.6| 152.8| 1159 116.8| 1544 153.5| 118.5| 117.8| 117.3| 117.3| 1194| 119.6
132.2| 154.1) 1545| 116.1\ 116.8| 155.7| 154.9| 118.2| 117.6| 117.2| 117.1) 1205/ 120.6
132.7 1658 156.3| 116.9| 117.8| 1582 157.2| 119.6| 118.8| 118.7) 1185/ 120.7) 121.0
1335 167.2| 1577 117.1)  1182| 162.5| 161.0| 121.8| 120.7| 121.0f 120.7| 121.5) 121.8
1345/ 168.9| 159.4| 117.5\ 1185 164.4| 163.2| 122.5| 121.6| 121.5) 1213| 1223| 122.7
1353] 1604 1612 1184\ 119.2| 1643| 163.6| 121.2| 120.6| 121.2) 1209| 1231] 1235
136.8| 162.4| 163.1| 1183 119.2| 166.0) 165.0{ 121.0 120.2| 120.9) 1206 1239] 1244

1Qutput refers to real gross domestic product in the sector.

2Hours at work of all persons engaged in the sector, including hours of proprietors and unpaid family workers. Estimates based primarily
on establishment data.

3Wages and salaries of employees plus employers’ contributions for social insurance and private benefit plans. Also includes an estimate
of wages, salaries, and supplemental payments for the self-employed.

4Hourly compensation divided by the consumer price index for all urban consumers for recent quarters. The trend from 1978-2004 is
based on the consumer price index research series (CPI-U-RS).

5Current dollar output divided by the output index.

Source: Department of Labor, Bureau of Labor Statistics.

340



sector

EQ,. |[M NRSNM RONSN RNNCN REMNS QEONHRN QNNSE NSRHR NSNN QDM DSNe Q00 AR QNING O
By S5 |~ = A Admed IIMOS SIBG00 BBHOMA BANG® Boae e o e SN [N o se e seies
=2 |SE£5 - -
| E
=5 1558
8 =2
2S5 | poe S — T T AaaNSS SN0 DO ONS ODBONN NN B AN — NN N — —e = = o N N
1= O
S
= ]
B_HS
£E3 NN NMQM@ oM QNG QMNNMN QOONGG —isEOw W00 NN NOs— SN omH e moegoae NS
M%m S - [ NSO wBams o NSONS —edes 'l salme— e —_ B S | - N s esed NN - S~ SN
= S22 T T 1 [
S S5
2, | SSo
=g | =2
=8 M I OMS NESRn @OONS MO QY S@N RNNs HMRXS, RRNNR QEWRON IS0 MO0 ©ee T 0o R ~o—
5 Los | (I NOBSFO BANMB— BB ONT —N6 — NN s B o L B S B _/7,. Ju 7_7__ o _i_uz o~ — _.I_.
PR e — =
S3g
o =g
S S85 | ™ caema— Seaies— e N [ R L S wdE— S e & g Swe | (e @
= S8
S« 1=
2L | 233
-]
a
£< < S OLNST 0N~ S DO —Mm O~ NNNOS S MM © NNOME© MO~ OST0Oo OISt ——r—0) MmIOms Mmoo ;mo oo
SE|Lys | Noooa aoao— Ao e = e el S T TS o o (e S e o TS N
S L
8| za2
= 323
[ o =3
o=
) R MM T ! MRNRRQRQ NFNOY L HRN@ QRN QAN RN@ I NORS SO Q QOO QRN NS, QOIS WO o
s EZS |0 SOSmm MOBN© NO©Ko ST SONSST SOMSTN OBBa— NEGMOS NSoSS Oai—m O LBOwa MmesS W m
— =1 —
=2 | €25
b= S
531583
S= | =2
S
£3 S | = NOSO®0 MMM DOS MMoMS© NOOSS QONTS, QNN MONND —SRN—0 SN RNe Ho0n OSSO BoOmnMm N;Mnm NN
= S| TOEFHE HBOBON NGOG SHBWBED SHNST FOMOA SFWAN— NBCOSTE NIFoos coaa wea WwWNSN Fmoe— < <
(&) 3 — —_ pa
&

@ @S AOR DONNT— MOANG AMNANGI— QMM ARG WM —HOWnnS MM QOO —oee Qrimsh —iaN—
= s | = —N— e =N — e S Mmoo I N—w©W N o N [Now cN—ooaNaN —oNeN [ — It o ' == N N Tone =N
o = | | [ I | [ [ I [N
52 3

S
Rz
Sa 5 | NReXmR oM @Mroa] MM MR MM IMAIR) EeMe— —INSHem QSIS M, —emem neown s
=S 2|« —— N oA e e tmmoo | LN I N R N N B T B O e R N R S L e N R R R e s T ] —aN—e - o — |
- I | | [ I | [ [ I I [
&
@ MMM NG OO M QOGO QHEAIINRGN NGO @O MM NN QO QR MOY —INRN WS e QP N, Mmoo
0 —NWOWSFW PSP m _367.|_. 47563 .|_.2n<_.u€00 SO MSEMN — | NS NSO WW M — o<t .4.1#/,.1 oN—on NFON Sttt <<t <t

Output!

8.1

Changes in productivity and related data, business sector, 1959-2005

sector

DRI LOT QRN QRN QEUOMS RO OEIOMS NS ROMO— AMINT R R QO RN RO e

A O SFO NGOG [ HBON— —HOIBOm NGB0 SOOI [ FMO NSFOSFS o oS = oo e —oa IS <o

3.8

[Percent change from preceding period; quarterly data at seasonally adjusted annual rates]
sector

NDINS O~ — NHOMm—In ~MMEOm;m NSFONS NN~~~ i DM~ 00 MINOOS <O N0 — N —WOW0o0 —inmin i~

—oF s o —ion — e N | ——a —on — —— = NN a dNaS e B O < ;oo Nt—a it

ness |business| ness |business| ness |business| ness
38

Busi- [Nonfarm | Busi- |Nonfarm | Busi- [Nonfarm | Busi-
sector

of all persons

Output per hour

Q@M kL <— oot
s Cn—s N w6

TABLE B-50.

Year or
quarter

1959 ..

341

3Wages and salaries of employees plus employers’ contributions for social insurance and private benefit plans. Also includes an estimate

of wages, salaries, and supplemental payments for the self-employed.
Note.—Percent changes are based on original data and may differ slightly from percent changes based on indexes in Table B-49.

“Hourly compensation divided by a consumer price index. See footnote 4, Table B—49.
Source: Department of Labor, Bureau of Labor Statistics.

2Hours at work of all persons engaged in the sector. See footnote 2, Table B—49.
5Current dollar output divided by the output index.

1 Qutput refers to real gross domestic product in the sector.




PRODUCTION AND BUSINESS ACTIVITY

TABLE B—51.—Industrial production indexes, major industry divisions, 1959-2005
[2002=100; monthly data seasonally adjusted]

Total Manufacturing
Year or month _jotal Mining Utilities
industrial 1 Other
production ! Total Durable Nondurable (non-NAICS) !
25.5 232
26.0 23.1
26.2 238
284 259
30.1 274
32.1 29.3
353 325
384 354
39.2 36.1
414 38.1
433 39.8
119 38.0
42.5 38.6
16.6 42.7 316 61.0 65.6 106.8 50.3
50.4 46.5 35.5 63.8 67.6 107.4 53.2
50.2 46.4 353 64.1 68.0 105.8 53.0
457 415 30.6 59.5 64.8 103.3 54.0
19.3 452 334 64.9 66.8 104.0 56.4
53.1 49.1 36.7 69.4 732 106.4 58.7
56.0 52.1 39.6 71.8 75.7 109.8 60.2
57.7 53.7 41.6 722 713 113.1 61.6
56.2 51.7 39.7 70.0 79.9 115.1 62.0
56.9 52.3 40.2 70.6 81.8 118.1 62.9
54.0 49.5 36.7 69.6 82.8 112.3 60.9
55.4 51.7 38.5 72.8 85.0 106.4 61.4
60.4 56.9 440 76.2 88.9 1133 65.0
61.2 57.9 45.0 76.6 924 111.1 66.4
61.8 59.1 458 789 94.2 103.0 67.0
64.9 62.4 48.4 83.1 99.7 103.9 70.1
68.2 65.6 51.8 85.9 99.3 106.5 741
68.8 66.1 524 86.4 97.8 105.3 76.4
69.4 66.6 52.5 87.8 96.7 106.9 779
68.3 65.3 50.9 87.4 92.8 104.5 79.8
703 67.7 53.5 89.7 91.0 102.2 19.7
72,6 70.1 56.5 91.0 91.8 102.2 82.6
76.5 743 61.5 94.1 90.9 104.6 84.2
80.2 783 66.8 95.8 90.9 104.4 87.2
83.6 81.8 724 96.1 90.2 106.2 89.7
89.7 88.8 81.2 99.6 97.7 108.0 89.7
94.9 94.7 89.8 101.1 104.1 106.4 92.0
99.3 99.7 97.6 101.8 107.4 101.2 94.7
103.5 104.3 105.3 102.4 109.5 103.5 97.4
99.9 100.2 99.0 103.1 104.5 97.0
100.0 100.0 100.0 100.0 100.0 100.0 100.0
100.6 100.5 102.3 98.9 97.0 99.8 102.0
104.7 105.4 109.8 101.0 98.8 99.5 103.1
108.1 109.5 116.9 101.8 101.6 97.2 105.6
102.7 102.6 106.2 99.3 95.5 101.0 104.2
103.5 103.6 107.4 99.8 97.6 105.4
103.2 103.7 107.6 99.9 97.5 100.0 101.0
104.0 104.6 108.4 100.8 98.6 99.7 102.0
105.0 105.5 109.2 101.8 99.2 99.8 104.4
104.4 104.9 109.0 100.8 98.2 99.4 103.9
105.0 105.7 110.2 101.3 99.0 100.3 102.2
105.3 106.4 111.0 101.6 101.1 99.3 100.5
105.1 106.0 110.9 101.1 99.3 97.2 103.1
105.8 106.9 112.1 101.8 99.0 97.9 102.8
106.0 106.9 112.1 101.8 99.1 99.9 103.0
106.7 107.5 112.9 101.9 101.1 100.4 105.2
106.9 108.1 113.7 102.1 102.5 99.9 102.9
107.4 108.6 48 102.2 101.5 100.9 101.7
107.3 108.2 114.2 101.9 102.4 100.4 104.8
107.2 108.3 114.3 101.9 102.5 100.5 103.1
107.4 108.7 115.0 101.9 103.2 99.8 102.9
108.3 109.0 115.5 102.1 102.0 100.8 108.3
108.3 109.1 115.9 102.1 101.0 99.8 108.1
108.6 109.5 117.3 101.5 100.9 99.2 108.4
107.2 108.9 117.5 100.1 100.4 90.3 108.1
108.2 110.9 120.8 100.7 101.5 88.3 104.9
109.1 1114 120.7 102.0 100.2 92.5 105.3
109.8 111.6 120.6 102.6 100.0 94.8 108.2

1Total industry and total manufacturing series include manufacturing as defined in the North American Industry Classification System
(NAICS) plus those industries—logging, and newspaper, periodical, book and directory-publishing—that have traditionally been considered to
be manufacturing and included in the industrial sector.

Note.—Data based on the North American Industry Classification System; see footnote 1.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—52.—Industrial production indexes, marker groupings, 1959-2005
[2002=100; monthly data seasonally adjusted]

Total Final products Nonindustrial supplies Materials
ota
indus- Consumer goods Equipment
| e Auto- | Oth D Gon- | Busi Non- | ¢
mon Pro- | Total uto- M1 Non- | B | Total | struc- | BUSE | Total | en- | EMEM
duc- motive | dura- 1| Busi- | fense : ness gy
tion Total prod- ble dugggée Total ness | and tion ergy
ucts | goods 8 space
255] 250 30.7 19.0| 19.2 37.00 17.9] 13.0| 491
260 259| 31.8| 2L7| 194| 382| 184| 134| 505
26.2| 261 325 198 200/ 39.4| 181| 13.0| 513
2841 283| 347| 240| 21.7| 413| 202| 141| 594
3011 299| 36.6| 263| 234 432| 214 148| 641
3211 316| 387| 276| 256| 453| 226| 166| 62.0
353 347| 4L7| 339| 29.0| 472| 256| 19.0| 686
3841 380| 438| 338| 31.9| 495| 298| 220| 807
3921 395| 449| 297| 323| 520| 3L7| 224] 920
414| 414| 476| 354| 346| 54.1| 326| 234| 922
433| 42.7| 494| 356| 369| 559| 334| 249| 878
419| 412 48.8 29.9] 358 56.9| 31.1| 24.0| 743
425| 416 51.6 38.11 379 585 29.11 229| 66.8
46.6| 451 55.8 411| 434 62.2| 31.8| 26.0| 65.0
504 | 48.6 58.3 447| 463 64.2| 362 30.0| 715
50.2| 485| 56.6| 386| 43.6| 642| 38.0| 317| 739
457| 456 54.4 37.11 381 63.1| 344| 28.0| 749
493| 488 58.8 423 428 67.01 36.1| 29.7| 728
53.11 527 62.5 479| 479 69.5| 403| 343| 651
56.0( 559| 64.5| 476| 501 719| 448| 388| 656
5771 57.8| 63.5| 429| 503| 715| 50.1| 438] 703
56.2| 575 611| 33.0| 46.7| 716| 523| 445| 839
56.9| 589| 61.5| 34.1| 47.0| 719| 547| 458| 912
540 57.6| 61.3| 33.1| 43.6| 73.1| 521| 419] 109.1
55.4| 585| 63.6| 384| 47.1 74.0| 51.4| 418/ 109.7
60.4| 63.4| 66.5| 43.0| 527| 755| 589| 482 1246
61.2| 651 67.1| 43.0| 527| 764| 61.9| 502 139.6
61.8| 66.1| 69.5| 46.2| 558| 782| 61.0| 493 1482
649 69.0| 723| 49.2| 58.7| 8l0| 639| 524 151.1
68.2| 725 751| 51.9| 61.7| 83.7| 686 57.2| 152.0
68.8| 732| 754| 539| 624 834| 70.0| 59.0| 152.0
69.4| 739 758 505| 623 848 712| 61.0] 1458
683 729| 757| 472| 605| 86.0| 688 59.8| 1352
703 | 74.6 71.9 55.2| 63.2 86.7] 69.5| 62.1] 125.5
7261 77.0 80.6 61.0| 688 879 713| 645| 1186
76.5] 80.3 84.4 68.3| 754 90.1| 74.0| 682] 111.5
80.2| 83.6 86.9 7041 79.7 922| 786| 73.8] 108.2
836| 86.7| 87| 72.6| 836| 934| 84l| 805| 1045
89.7| 922| 919 78.0| 888| 956| 943| 923| 102.2
949 974 95.1 832 948 97.7| 103.7| 102.8| 105.9
99.3 | 100.1 97.1 91.2| 100.1 97.7| 107.8| 108.6| 103.1
103.5| 103.1| 99.0| 934 1035| 99.2| 113.3| 116.6| 922
99.91100.7| 97.8| 90.5| 97.9| 99.3| 107.9| 108.4| 100.1
100.0 | 100.0| 100.0{ 100.0| 100.0| 100.0| 100.0{ 100.0 | 100.0
100.6 | 101.0| 101.0{ 107.1| 100.5| 99.8| 100.9| 100.0| 105.0
104.7| 105.1| 103.1| 109.3| 104.4| 101.6| 110.0| 109.4| 113.1
108.1| 109.6| 1054| 112.4| 105.7| 103.8| 120.6| 119.4| 125.6
102.7 ] 103.1| 102.7| 111.6| 104.3| 100.5| 104.2| 103.7| 106.4
103.5] 104.1| 103.4| 111.2| 1043| 101.5| 105.9| 105.3| 108.6
103.2| 103.6| 102.5| 1104/ 103.7| 100.6| 106.4| 105.7| 109.5
104.0| 104.5| 103.2| 110.7| 104.7| 101.3| 107.9| 107.2| 110.9
105.0| 105.3| 103.8| 108.8| 105.2| 102.5| 108.9| 108.3| 112.1
10441 104.3| 102.4| 1058| 104.4| 101.3| 109.4| 108.8| 112.0
105.0| 105.0| 102.3| 105.7| 104.4| 101.2| 111.8| 111.3| 114.2
105.3 | 105.6| 103.2| 109.5| 104.6| 101.7| 111.5( 110.9| 114.6
105.1| 105.2| 102.6| 107.0( 103.8| 101.4| 112.1| 111.3| 116.1
105.8| 106.3| 103.6| 110.7| 104.5| 101.9| 113.4| 112.6| 116.7
106.0| 106.5| 103.7| 109.9| 104.4| 102.2| 113.8| 112.9| 117.6
106.7| 107.2| 104.1| 110.1| 104.1| 102.9| 1150 114.1| 119.0
106.9| 107.3| 103.9| 108.2| 104.3| 102.9| 116.1| 115.2| 119.4
107.41 108.2| 104.7| 113.9| 1050| 102.8| 117.0| 1159 121.6
107.3 ] 108.2| 104.6| 110.3| 104.7| 103.4| 117.4| 116.3| 122.5
107.2| 108.0f 104.1| 107.8| 103.9| 103.3| 1181| 116.8| 124.5
107.41 108.5| 104.6| 109.3| 104.6| 103.5| 1188| 117.9| 124.1
108.3 ] 109.6| 1058| 111.7| 104.9| 104.7| 119.5| 118.4]| 1249
108.3| 109.7| 105.2| 109.5| 104.4| 104.4| 121.2| 120.0| 126.8
108.6| 110.0| 105.6| 114.4| 1052| 103.9| 121.4| 120.1| 1274
107.2| 109.4| 106.4| 117.8| 107.0| 103.9| 117.0| 115.1| 124.6
108.2| 111.3| 106.0| 117.3| 108.5| 103.3| 124.9| 123.5| 128.1
109.1| 111.1| 1053| 111.1| 108.2| 103.6| 126.3| 125.1| 1284
109.8 | 111.4| 105.5| 108.0| 107.8| 104.5| 126.8| 125.7| 130.6

Lincludes other items, not shown separately.

Note.—See footnote 1 and Note, Table B-51.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—53.—Industrial production indexes, selected manufacturing industries, 1967-2005
[2002=100; monthly data seasonally adjusted]

Durable manufacturing Nondurable manufacturing
" Computer and .
PHg}grly . electronic Trgnﬁ%)or;t:[t]ltun ) Plas-
Year or Fabri- products auip Print- tics
month cated | Ma- Ap- ing | Cchem- and
Iron | metal | chin- Se- Motor aeel Paper | and ical rub- | Food
and | prod- ery lected vehicles | P sup- ber
Total | steel | ucts Total high- | Total and port prod-
prod- tech- parts ucts
ucts nology !
.......... 0.3
3
.......... 3
.......... 3
.......... 3
120.9 4
140.6 4
144.2 5
1118 5
1187 6
119.8 8
1274 1.0
1304 13
114.4 1.5
114.6 1.8
80.9 2.1
82.8 2.5
90.8 33
83.9 35
81.9 36
88.2 43
98.8 5.0
96.6 53
95.4 6.0
89.5 6.4
91.7 1.7
96.1 9.1
103.5 11.8
104.5 16.6
107.0 233
1116 34.6
1135 184
1132 705
109.5 100.7
99.1 102.6
100.0 100.0
97.6 117.6
103.4 1412
100.5 171.5
98.5 130.5
101.2 1335
101.6 135.0
101.6 135.5
103.2 1383
103.4 1404
106.4 1424
104.7 145.7
105.2 147.6
105.3 147.0
105.8 147.8
104.4 151.0
2005:Jan ... | 103.8 157.8
Feb ... | 101.9 160.4
Mar ... | 1023 160.4
Apr ... | 995 163.1
May .. | 989 166.2
June .. | 955 167.9
July ... 95.3 1716
Aug ... | 982 176.7
Sept .. | 101.8 179.6
Octr 102.1 181.3
Nov» 102.7 1854
Decr 103.8 190.4

1 Computers and office equipment, communications equipment, and semiconductors and related electronic components.
Note.—See footnote 1 and Note, Table B-51.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—54.—Capacity utilization rates, 1959-2005
[Percent 1; monthly data seasonally adjusted]

Manufacturing

Stage-of-process

Total . Primary
Year or month | . Non- Other Mining Utilities
industry? | pot2 Duorgﬂe durable (non- Crude Sg?ndl Finished
g goods | NAICS)? finished

83.0 81.1

79.8 80.5

779 71.2

81.5 81.6

83.8 83.4

87.8 84.6

91.0 88.8

91.4 91.1

81.2 94.5 81.1 85.0 88.2
83.6 95.1 834 86.8 87.0
86.8 96.8 85.7 88.1 854
89.3 96.3 85.2 81.5 71.9
88.0 94.7 84.4 81.6 753
90.9 95.2 88.6 88.1 79.4
92.0 94.3 90.6 92.2 83.0
911 87.4 91.3 87.4 80.2
89.2 84.5 83.9 75.1 73.5
89.7 85.2 87.1 80.0 76.4
89.7 853 89.0 84.3 79.5
89.8 84.2 88.3 85.9 82.1
911 85.5 89.3 85.8 82.0
91.5 85.1 89.1 78.6 79.6
91.4 84.3 89.5 77.1 78.0
83.7 80.4 82.0 704 73.6
785 79.7 78.7 74.2 734
84.7 82.9 84.9 81.1 716
83.3 83.1 83.1 79.9 77.1
76.5 823 78.4 79.9 77.1
79.6 83.9 82.7 83.0 78.5
83.6 86.1 86.5 86.0 81.3
84.9 86.6 87.2 84.9 81.0
86.9 86.0 88.2 82.6 80.3
84.9 86.8 85.3 79.7 71.9
84.4 85.2 85.2 81.3 78.1
85.8 87.7 85.3 83.6 78.0
87.6 88.8 874 86.7 79.1
87.9 89.9 88.5 86.7 79.4
90.3 90.4 88.2 85.6 78.7
91.3 89.1 89.7 85.8 80.2
89.1 9l.1 87.0 83.9 80.4
86.3 924 86.6 84.1 78.5
90.9 92.2 88.4 84.4 713
90.9 88.7 85.6 715 72.8
86.7 87.5 84.0 771 712
88.0 86.2 84.9 174 717
88.1 84.7 86.8 80.6 743
86.8 85.9 85.5 81.7 76.9
89.2 86.7 85.9 79.3 72.9
88.2 87.4 85.6 80.0 73.5
88.3 83.6 86.1 79.5 734
88.1 84.1 86.5 80.0 74.1
88.2 85.9 86.9 81.0 745
87.9 853 86.9 80.8 73.6
88.8 83.7 87.7 80.9 74.2
88.0 82.1 87.1 81.0 74.7
86.2 84.2 86.0 81.0 743
86.9 83.8 86.6 81.2 75.2
88.7 83.9 88.2 81.0 75.2
89.3 85.6 88.5 81.7 75.5
88.9 83.7 88.2 81.7 75.6
89.9 82.7 88.8 81.4 76.4
89.5 85.2 88.5 81.4 76.1
89.7 83.8 88.2 81.2 76.0
89.1 83.7 87.6 81.0 76.5
90.0 88.0 88.4 81.7 76.8
89.1 88.0 87.5 81.6 76.8
88.6 88.2 86.8 81.8 77.1
80.7 88.0 78.2 81.9 76.6
78.9 85.4 78.0 82.0 78.2
82.6 85.8 81.9 823 78.0
84.7 88.1 84.1 824 78.1

1Qutput as percent of capacity.

2See footnote 1 and Note, Table B-51.

Source: Board of Governors of the Federal Reserve System.
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TABLE B—55.—New construction activity, 1964-2005
[Value put in place, billions of dollars; monthly data at seasonally adjusted annual rates]

Private construction Public construction
Total I?)esli(zjientiall Nonresidential t;uildti_ngs and other
Year or month new uildings construction State
construc-
tion Total New Lode- Com- | Manu- Total | Federal lgggl
Total2 | housing | Total ing Office | mer- fac- Other®
units 3 4 cial4 | turing

1964 . 54.9 30.5 24.1 20.2 37| 165
1965 60.0 30.2 238 219 39| 18.0
1966 61.9 28.6 21.8 238 38| 200
1967 61.8 28.7 21.5 254 33| 221
1968 69.4 34.2 26.7 274 32| 242
1969 .. 712 37.2 29.2 21.8 32| 246
1970 .. 78.0 35.9 27.1 21.9 31| 248
1971 92.7| 485 38.7 29.7 38| 259
1972 109.1 60.7 50.1 30.0 42| 258
1973 1214|651 54.6 323 47| 276
1974 117.0 56.0 434 38.1 51 33.0
1975 109.3 51.6 36.3 433 61| 372
1976 128.2 68.3 50.8 240 68| 372
1977 157.4 2.0 722 13.1 7.1 36.0
1978 189.7| 109.8 85.6 50.1 81| 420
1979 216.2| 1164 89.3 56.6 86| 481
1980 210.3| 1004 69.6 63.6 96| 54.0
1981 2244 99.2 69.4 64.7| 104| 543
1982 216.3 84.7 57.0 63.1 10.0| 53.1
1983 2484 1258 95.0 635| 106| 529
1984 300.0| 155.0| 1146 702 1121 59.0
1985 3256 160.5| 1159 778 12.0| 658
1986 348.9| 190.7| 1352 846| 1241 722
1987 356.0 199.7| 142.7 906| 141| 766
1988 367.3| 204.5| 1424 97| 123 825
1989 379.3| 204.3| 1432 982 122| 86.0
1990 369.3| 19111 1321 . 1075 121| 954
1991 3225| 166.3| 1146 . .| 1101 12.8| 97.3
1992 347.8| 19941 1351 E | e | .| 1158| 1441 101.5
1993 3751 225.1| 150.9| 150.0 46| 200 344) 234 67.7| 116.01 1441 1015
1994 419.0| 2586| 1764 1604 47| 204 396| 288 66.9| 1202 1441 1058
1995 42791 24741 1714 1805 710 230 441 354 709| 1299| 158 1142
1996 476.6| 281.1| 191.1| 1955 109 265 494 381 706] 1393 1531 1239
1997 502.7| 289.0| 198.1| 213.7 129 328 53.1 37.6 773 1507 1411 1366
1998 552.0| 3146| 2240| 2374 148 4041 557 405 86.0| 1543 143| 140.0
1999 . 599.7| 350.6| 251.3| 249.2 16.0| 451 59.4| 351 93.7| 169.7| 14.0]| 1557
2000 649.8| 3745| 265.0| 2753 163 524 641 376 1049| 1855| 14.2| 1714
2001 662.2| 3883| 279.4| 2739 145 497 636 378 108.2| 206.1 15.1| 191.0
2002 659.7| 4219| 2988| 237.7 10.5] 353 59.01 227 1102 217.2| 16.6| 200.6
2003 701.6| 4759| 345.7| 2257 99| 306 572 214 106.5| 2235 17.9| 205.6
2004 798.5| 5634| 416.1| 2351 115] 331 61.6| 235 105.4| 229.3| 18.0] 2113
2004: Jan 747.1| 5248| 386.1| 2224 86| 312 56.7 21.7 1042 219.01 17.3| 2017
Fi 749.6| 522.0| 385.4| 227.6 99| 325 569 227 1056 216.3| 16.11 200.1
769.3| 5359| 396.1| 2334 109 33.1 5741 220 110.11 2295| 18.0] 2115

779.6| 54641 4053| 2332 112} 338 589 220 1073 231.3| 189] 2124

788.7| 5583| 416.1| 2304 11.3] 337] 613 225 1017 2304| 19.0| 2114

7904 | 561.8| 417.2| 2285 117 334| 622 209 100.4| 2325| 176 2149

803.5| 567.7| 419.5| 2357 120 343 64.1 22.5 1029| 2340| 182 2158

8153 | 580.2| 429.8| 2351 12.5] 327 630 228 10411 229.1 18.3] 210.7

820.7| 576.8| 429.1| 2438 128 325 641 233 1112 228.0| 1831 209.7

821.1| 581.7| 430.0| 2394 129] 330 641 25.5 103.9| 227.4| 155 2119

827.8| 585.1| 429.4| 2427 126 328 639 272 106.3| 2355| 188] 216.7

839.8| 597.8| 4323| 2420 122 328] 641 282 104.7| 2337| 183| 2154

2005: 853.3| 610.0| 440.7| 2433 116 336 642 273 106.6| 2304 | 1741 2129
863.5| 621.4| 446.6| 242.1 116 341 63.0| 274 106.1| 240.1 17.5| 222.6

864.1| 619.7| 448.0| 2443 120 347 645 29.0 104.1| 242.3| 17.5| 2249

859.4| 6133| 4493 246.1 12.8| 350| 66.7 284 103.2| 242.7| 16.3| 2264

859.7| 615.8| 455.6| 2439 1171 348 668 280 1026| 246.7| 16.1| 2306

June 854.1| 613.3| 462.4| 240.7 109 349 647 279 102.4| 247.3| 1741 2298

July 860.3| 617.3| 468.0| 2429 11.3] 350 663 26.7 103.7| 2475 17.7| 229.7

Aug 871.3| 6224| 4728| 2489 11.5] 346] 681 29.2 10541 250.3| 19.3| 231.0

Sept 886.7| 636.2| 483.1| 250.5 11.9] 36.1 67.9| 29.0 1057 248.9| 17.1| 231.8

Octr 891.0| 642.1| 488.9| 249.0 117 3441 684 298 1047| 253.2| 187| 2345

Nov» 892.4| 6419| 495.1| 2505 11.8] 352 70.3 29.0 1043| 253.9| 17.7| 236.2

Hncludes farm residential buildings.

2|ncludes residential improvements, not shown separately.

3New single- and multi-family units.

4Including farm.

5Health care, educational, religious, public safety, amusement and recreation, transportation, communication, power, highway and street,
sewage and waste disposal, water supply, and conservation and development.

Note.—Data beginning 1993 reflect reclassification.
Source: Department of Commerce, Bureau of the Census.
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TABLE B—56.—New private housing units started, authorized, completed and houses sold, 1959-2005

[Thousands; monthly data at seasonally adjusted annual rates]

New housing units started New housing units authorized ! N
ew
Year or month Type of structure Type of structure h%l:]sitlgg h(’J\‘uels\;és
p 2t 4 5 units . 2t04 5 units | completed S0
Total 1 unit units2 | or more Total 1 unit units or more
1,234.0 283.0 1,2083 | 9383 77.1 192.9
994.7 257.5 998.0 | 746.1 64.6 187.4
9743 338.7 1,064.2 | 7228 67.6 273.8
991.4 471.5 1,186.6 | 716.2 87.1 383.3
1,012.4 590.8 1,334.7 | 750.2 1189 465.6
970.5 108.3 450.0 | 1,285.8 | 720.1 100.8 464.9
963.7 86.7 422.5| 1,2406 | 709.9 84.8 4459
7786 61.2 3251 | 9719 | 563.2 61.0 347.7
843.9 71.7 376.1 | 1,141.0 | 650.6 73.0 417.5
899.4 80.7 527.3 1 1,353.4 | 694.7 84.3 574.4
810.6 85.1 571.2 | 1,322.3 | 6248 85.2 612.4
8129 84.9 5359 | 13515 | 6468 616.7
1,151.0 120.5 780.9 | 19246 | 906.1 132.9 885.7
1,309.2 141.2 906.2 | 2,218.9 | 1,033.1 148.6 1,037.2
1,132.0 118.2 795.0 | 1,819.5| 8821 117.0 820.5
888.1 68.0 381.6 | 1,0744 | 643.8 366.2
892.2 64.0 2043 9392 | 6755 63.9 199.8
1,162.4 85.8 289.2 | 1,296.2 3.6 309.5
1,450.9 121.7 41441 1,690.0 | 1,126.1 121.3 442.7
1,4333 125.1 462.0 | 1,800.5 | 1,182.6 130.6 487.3
1,194.1 122.0 429.0 | 1,551.8 | 981.5 125.4 4448
852.2 109.5 330.5 | 1,1906 | 7104 1145 365.7
705.4 91.2 287.7| 9855 | 564.3 101.8 3194
662.6 80.1 319.6 | 1,000.5 | 546.4 88.3 365.8
1,067.6 1135 522.0 | 1,605.2 | 9015 133.6 570.1
1,084.2 1214 5439 | 1,681.8 | 9224 142.6 616.8
1,072.4 93.5 576.0 | 1,733.3 | 956.6 120.1 656.6
1,179.4 84.0 542.0 | 1,769.4 | 1,077.6 108.4 583.5
1,146.4 65.1 408.7 | 1,534.8 | 1,024.4 89.3 1211
1,081.3 58.7 348.0 | 1,455.6 | 993.8 75.7 386.1
1,003.3 55.3 317.6 | 1,3384 | 9317 67.0 339.8
894.8 37.6 260.4 | 1,1108 | 793.9 54.3 262.6
840.4 35.6 1379 | 9488 | 7535 431 152.1
1,029.9 30.9 139.0 | 1,094.9 | 910.7 458 1384
1,125.7 29.4 1326 | 1,199.1 | 986.5 52.3 160.2
1,198.4 35.2 223.5| 1,371.6 | 1,068.5 62.2 241.0
1,076. 33.8 2441 | 1,332.5 7.3 63.7 271.5
1,160.9 453 270.8 | 1,425.6 | 1,069.5 65.8 290.3
1,1337 445 2958 | 1,441.1 | 1,062.4 68.5 3103
1,271.4 12.6 302.9 | 1,612.3 1.6 69.2 355.5
1,302.4 319 306.6 | 1,663.5 | 1,246.7 65.8 3511
1,230.9 38.7 299.1 11,5923 | 1,198.1 64.9 329.3
1,273.3 36.6 292.8 | 1,636.7 | 1,235.6 66.0 335.2
1,358.6 38.5 307.9 | 1,747.7 | 1,332.6 13.7 3414
1,499.0 335 315.2 | 1,889.2 | 1,460.9 82.5 345.8
1,610.5 42.3 303.0 | 2,070.1 | 1,613.4 90.4 366.2
1,7143 40.9 309.5 | 2,147.6 | 1,681.2 84.0 382.5
1,562 30 335 1,963 | 1,546 9 323
1,485 29 338 | 1,984 | 1574 90 320
1,638 32 337 | 2,064 | 1633 101 330
1,624 36 308 | 2,069| 1,610 92 367
1,649 56 269 | 2129| 1,660 88 381
1,526 26 275 | 2,014| 1,606 83 325
1,661 64 261 | 21141 1625 105 384
1,689 68 268 | 2,058 | 1,606 85 367
1,555 31 326 | 2,039 | 1,593 78 368
1,666 41 3551 2,093 | 1,603 87 403
1,484 39 2841 2,093 | 1,588 90 415
1,713 48 289 | 2,081 1,620 90 371
2005: 2,188 1,769 18 3711 2,136| 1,635 81 417
2,228 1,808 52 368 | 2,093 | 1624 83 386
1,833 1,550 34 249 | 2,021 1,552 85 384
2,027 1,640 47 340 | 2,148 | 1,640 18 430
2,041 1,724 37 280 | 2,062 | 1628 85 349
,065 1,71 37 312 | 2132 ,653 87 392
2,062 1,732 36 2941 2171 1,690 99 382
2,081 1,719 43 319 | 2138| 1676 86 376
2,160 1,791 59 310 | 2219| 1,767 88 364
2,051 1,732 33 286 | 2103 | 1,707 82 314
2,121 1,798 33 290 | 2,163 | 1,724 81 358
Decs ... 1,933 1,577 34 322 | 2075| 1645 81 349 1,953 1,269

1 Authorized by issuance of local building permits in permit-issuing places: beginning 2004, 20,000 places; 19,000 for 1994-2003; 17,000

for 1984-93; 16,000 for 1978-83; 14,000 for 1972—77; 13,000 for 196/-71; 12,000 for 1963-66; and 10,000 prior to 1963.

2Monthly data derived.

Note.—Data beginning 1999 for new housing units started and completed and for new houses sold are based on new estimation methods

and are not directly comparable with earlier data.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—57.—Manufacturing and trade sales and inventories, 1965-2005
[Amounts in millions of dollars; monthly data seasonally adjusted]

Total manufacturing and Manufac- Merchant Retail Retail
Year turing wholesalers trade
and food
mgnrth Inven- : Inven- : Inven- ; Inven- : services
Sales! tories2 | Ratio? | Salest | iascy | Ratiod | Sales! | 4 aics | Ratio® | Sales 14| hics | Ratio® || sales
80,283| 120,929 1.51| 40,995 68207| 166 15611 18317| 1.17| 23,677 34,405 145
87,187| 136,824 1.57| 44870\ 77986| 1.74| 16,987 20,765| 1.22| 25330 38,073| 1.50
90,820] 145681 1.60| 46,486 84,646| 1.82| 19,576 25786| 1.32| 24,757| 35249 142
98,685 156,611 1.59| 50,229| 90,560/ 1.80| 21,012 27,166| 1.29| 27445 38885 1.42
105,690 170,400) 1.61| 53,501 98,145 1.83| 22,818 29,800| 1.31| 29,371 42,455 145
108,221) 178,594 1.65| 52,805 101,599 192 24,167| 33,354| 1.38| 31249 43,641 1.40
116,895| 188,991 1.62| 55906| 102,567| 1.83| 26,492| 36,568| 1.38| 34,497 49,856 1.45
131,081) 203,227\ 1.55| 63,027| 108,121| 1.72| 29,866/ 40,297| 1.35| 38189 54,809 1.44
153,677\ 234,406) 1.53| 72931| 124499 171 38115 46,918 1.23| 42,631 62,989 1.48
177,912| 287,144\ 1.61| 84,790| 157,625/ 1.86| 47,982| 58,667| 1.22| 45141} 70,852 1.57
182,198| 288,992 1.59| 86,589| 159,708 1.84| 46,634| 57,774| 1.24| 48975/ 71,510/ 1.46
204,150 318,345 156 98,797| 174,636| 1.77| 50,698 64,622| 1.27| 54,655 79,087| 145
229,513 350,706| 1.53| 113,201 188,378| 1.66| 56,136/ 73,179| 1.30| 60,176 89,149| 148
260,320 400,931 1.54] 126,905/ 211,691| 1.67| 66,413| 86,934 1.31| 67,002| 102,306] 1.53
297,701 452,640 1.52| 143,936 242,157| 1.68| 79,051| 99,679 1.26| 74,713| 110,804 1.48
327,233| 508924 156| 154,391 265,215| 1.72| 93,099| 122,631 1.32| 79,743| 121,078 1.52
355,822 545786 1.53|168,129| 283,413| 1.69| 101,180( 129,654 1.28| 86,514| 132,719| 1.53
347,625/ 573,908 1.67| 163,351 311,852| 1.95| 95211| 127,428 1.36| 89,062| 134,628 1.49
369,286 590,287 1.56| 172,547 312,379| 1.78| 99,225/ 130,075 1.28| 97,514| 147,833 1.44
410,124)  649,780| 1.53| 190,682| 339,516 1.73| 112,199| 142,452| 1.23| 107,243 167,812| 1.49
422,583  664,039| 1.56| 194,538 334,749| 1.73| 113,459| 147,409| 1.28| 114,586/ 181,881| 1.52
430,419|  662,738|  1.55| 194,657| 322,654| 1.68| 114,960| 153,574| 1.32| 120,803| 186,510| 1.56
457,735 709,848 1.50| 206,326| 338,109| 1.59| 122,968| 163,903| 1.29| 128,442 207,836| 1.55
497,157 767,222| 1.49|224,619| 369,374 1.57| 134,521| 178,801| 1.30| 138,017| 219,047| 1.54
527,039| 815455 152| 236,698 391,212| 1.63| 143,760| 187,009| 1.28| 146,581| 237,234| 1.58
545909| 840,594 1.52| 242,686/ 405,073| 1.65| 149,506/ 195,833 1.29| 153,718| 239,688 1.56
542,815 834,609 1.53]239,847| 390,950| 1.65| 148,306| 200,448 1.33| 154,661| 243,211| 1.54
567,176 842,809 1.48| 250,394 382,510| 1.54| 154,150| 208,302 1.32| 162,632| 251,997 1.52
541,017 836,555 1.52| 242,002| 378,732| 1.57| 148,639| 198,884| 1.31| 150,376| 258,939 1.67|| 167,327
567,951 863,467 1.50| 251,708 379,650| 1.50| 155,405/ 206,774| 1.30| 160,838| 277,043| 1.67| 178,842
610,510) 926,578 1.46| 269,843| 399,926| 1.44| 1659811 223,958| 1.29| 174,686| 302,694| 1.66|| 193,489
655,297 985395 1.48|289,973| 424,896| 1.44| 181,369| 240,473 1.30| 183,955| 320,026| 1.71|| 203,423
687,557| 1,004,682| 1.46|299,766| 430,593| 1.43| 191,936/ 243,194| 1.27| 195,855| 330,895 1.66|| 216,097
724,012\ 1,045825( 1.42| 319,558/ 443,723| 1.37| 199,788| 260,713 1.26| 204,666| 341,389| 1.64|| 226,170
742,836| 1,078,402| 143| 324,984 449,182 1.38| 203,495/ 273,910 1.32| 214,356| 355,310 1.62|| 237,043
786,597| 1,138,602| 1.40| 335991| 463,709| 1.35| 217,449| 291,290 1.30| 233,157| 383,603| 1.59|| 256,914
834,353| 1,197,793| 141} 350,715/ 481,651| 1.36| 235,053| 309,820 1.29| 248,584| 406,322| 1.59|| 274,061
822,999| 1,140,044 143335242 447,583 1.40| 231,939| 297,182 1.32| 255,819| 395,279| 1.58|| 282,330
823,870\ 1,142,517 1.37|326,713| 423,265| 1.31| 235,368| 300,671| 1.26| 261,789| 418,581| 1.55|| 289,472
850,144| 1,160,136| 1.35| 331,654 418,536| 1.27| 245,539| 306,556| 1.23| 272,951| 435,044| 157 302,066
936,136| 1,249,976| 1.30| 364,465 450,637| 1.20| 278,196/ 339,639| 1.17| 293,476| 459,700| 1.54 325,145
882,057| 1,160,617| 1.32| 342,696/ 418,985| 1.22| 258,049| 306,364| 1.19| 281,312| 435,268 1.55|| 311,973
888,982\ 1,169,540 1.32| 342,327| 421,149| 1.23| 263,485/ 310,581| 1.18| 283,170| 437,810| 1.55|| 313,973
919,851| 1,178,635 1.28| 358,320 423,155| 1.18| 271,880| 312,803 1.15| 289,651| 442,677 1.53| 320,815
917,654| 1,186,243\ 1.29| 357,831 425,094| 1.19| 273,761| 312,981 1.14| 286,062| 448,168 1.57|| 317,103
928,045 1,194,376\ 1.29| 359,378| 429,200 1.19| 275,440| 317,009 1.15| 293,227| 448,167| 1.53|| 324,439
927,942| 1,206,898 1.30| 363,501| 433,106| 1.19| 275,861| 320,389| 1.16| 288,580| 453,403| 1.57| 319,926
935,235 1,219,242| 1.30| 365,217 437,473|  1.20| 277,722| 325410 1.17| 292,296| 456,359| 1.56| 323,929
945,827\ 1,230,178 1.30| 371,976/ 440,509| 1.18| 281,122| 329,038| 1.17| 292,729| 460,631| 1.57| 324,257
947,748| 1,229,158 1.30| 368,539 441,152|  1.20| 281,412| 330,201| 1.17| 297,797| 457,805 1.54| 329,876
958,291\ 1,234,960 1.29| 373,313| 445,357| 1.19| 284,409 334,739| 1.18| 300,569| 454,864 1.51|| 332,904
964,138| 1,247,803| 1.29| 375,710 450,148| 1.20| 287,839 338,711| 1.18| 300,589| 458,944| 1.53|| 332,874
975,644| 1,249,976 1.28| 380,511 450,637| 1.18| 291,456| 339,639 1.17| 303,677| 459,700| 1.51}| 336,432
978,620| 1,260,850 1.29| 382,257 456,853| 1.20| 292,430| 343,126 1.17| 303,933| 460,871 1.52| 336,785
975,100 1,267,111 1.30| 378,367 459,282| 1.21| 290,976| 345,294| 1.19| 305,757| 462,535 1.51}| 338,991
983,324| 1,272,133| 1.29| 384,622| 461,291| 1.20| 291,624| 347,275 1.19| 307,078| 463,567| 1.51|| 340,075
991,433| 1275463 1.29| 383,583 461,687| 1.20| 295,487 349,626 1.18| 312,363| 464,150| 1.49|| 346,081
993,287\ 1,277,275 1.29| 386,344 461,219| 1.19| 295,647| 350,764| 1.19| 311,296| 465,292 1.49|| 344,933
1,001,155 1,276,804| 1.28) 386,436| 461,511 1.19] 297,096 352,337| 1.19| 317,623| 462,956| 1.46|| 351,320
1,008,882| 1,271,304 1.26| 386,858 464,221| 1.20| 298,514| 352,670 1.18| 323510( 454,413 1.40|| 357,285
1,015,597| 1,276,131| 1.26] 395,009 463,115|  1.17| 303,781| 354,386 1.17| 316,807| 458,630| 1.45|| 350,742
1,022,252| 1,282,217| 1.25| 393,566/ 463,591|  1.18| 311,199 356,354| 1.15| 317,487| 462,272 1.46|| 351,802
1,028,132| 1,287,238 1.25| 396,181| 466,414 1.18| 314,028 357,212|  1.14| 317,923| 463,612 1.46|| 352,541
1,029,174| 1,293,509 1.26| 397,047 467,144| 1.18| 311,714| 358,647| 1.15| 320,413| 467,718| 1.46|| 355,387

IAnnual data are averages of monthly not seasonally adjusted figures.
2Seasonally adjusted, end of period. Inventories beginning January 1982 for manufacturing and December 1980 for wholesale and retail
trade are not comparable with earlier periods.
31nventory/sales ratio. Annual data are: beginning 1982, averages of monthly ratios; for 196581, ratio of December inventories to monthly
average sales for the year; and for earlier years, weighted averages. Monthly ratios are inventories at end of month to sales for month.
4Food services included on SIC basis and excluded on NAICS basis. See last column for retail and food services sales.
SEffective in 2001, data classified based on North American Industry Classification System (NAICS). Data on NAICS basis available begin-
ning 1992. Earlier data based on Standard Industrial Classification (SIC).
Data include semiconductors.

Note.—Earlier data are not strictly comparable with data beginning 1967 for wholesale and retail trade.
Source: Department of Commerce, Bureau of the Census.
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TABLE B—58.—Manufacturers’ shipments and inventories, 1965-2005
[Millions of dollars; monthly data seasonally adjusted]

Year or month

Shipments?!

Inventories?

Total

Durable
goods
indus-

tries

Total

Durable goods industries

Nondurable goods industries

Total

Mate-
rials
and

supplies

Work
in
proc-
ess

Finished
goods

Total

Mate-
rials
and

supplies

Work
in
proc-
ess

Finished
goods

143,936

154,391
168,129
163,351
172,547
190,682
194,538
194,657
206,326
224,619
236,698

242,686
239,847
250,394

242,002
251,708
269,843
289,973
299,766
319,658
324,984
335,991

350,715
335,242
326,713
331,654
364,465

342,696
342,327
358,320
357,831
359,378
363,501

365,217
371,976
368,639
373,313
375,710
380,611

382,257
378,367
384,622
383,583
386,344
386,436

386,858
395,009
393,566
396,181
397,047

123,158

123,776
121,000
128,489

126,572
133,712
147,005
158,568
164,883
178,949
185,966
193,895

197,807
183,592
177,341
178,164
196,508

184,413
186,455
195,675
193,562
192,750
195,759

195,468
199,813
199,408
198,980
199,412
207,145

206,217
203,141
204,445
204,389
205,944
206,451

205,013
209,844
209,831
212,334
212,409

113,540

118,910
118,847
121,905

115,430
117,996
122,838
131,405
134,883
140,610
139,019
142,096

152,908
151,650
149,372
153,490
167,957

158,283
155,872
162,645
164,269
166,628
167,742

169,749
172,163
169,131
174,333
176,298
173,366

176,040
175,226
180,177
179,194
180,400
179,985

181,845
185,165
183,735
183,847
184,638

98,145

101,599
102,567
108,121
124,499
157,625
159,708
174,636
188,378
211,691
242,157

265,215
283,413
311,852
312,379
339,616
334,749
322,654
338,109
369,374
391,212

405,073
390,950
382,610

378,732
379,650
399,926
424,896
430,593
443,723
449,182
463,709

481,651
447 583
423,265
418,536
450,637

418,985
421,149
423,155
425,094
429,200
433,106

437473
440,509
441,152
445,357
450,148
450,637

456,853
459,282
461,291
461,687
461,219
461,511

464,221
463,115
463,591
466,414
467,144

160,734

174,788
186,443
200,444
199,854
221,330
218,193
211,997
220,799
242,468
257,613

263,209
250,019
238,105

238,008
238,627
253,054
267,375
272,633
281,119
290,735
296,591

306,743
279,602
260,427
253,559
274,800

253,486
254,184
255,637
257,157
259,110
262,103

264,967
267,232
268,297
270,894
274,026
274,800

278,433
280,129
281,005
281,087
281,584
280,518

282,815
282,007
282,301
283,704
285,228

69,459

69,764
72,681
78,693
85,612
86,259
92,300
93,687
97,886

106,107
9

94,073

84,038
84,691
85,791
87,176
87,419
88,649

94,073

95,634
95,484
95,717
96,020
96,028
95,896

95,506
95,405
95,566
95,729
96,154

122251

124,130
114,960
104,424

104,001
101,779
106,347
106,511
110,448
109,873
115,195
114,095

111,194
103,330
92,867
91,862
96,704

92,063
92,152
92,099
92,670
93,049
93,941

95,079
95,123
94,323
95,398
96,868
96,704

97,708
98,776
98,528
164
98,321
97,938
99,581
98,740
99,316
100,326
101,083

64.222

64,243
64,167
68,114
75,352
75,826
78,946
81,953
84,610

89,442

84,023

85,191
85,869
86,760
86,903
87,235
86,684

87,728
87,862
87,419
87,649
87,991

133,699

141,864
140,931
144,405

140,724

167118

174,908
167,981
162,838
164,977
175,837

165,499
166,965
167,618
167,937
170,090
171,003

172,506

175,837

178,420
179,153
180,286
180,600
179,635
180,993

181,406
181,108
181,290
182,710
181,916

54,007

53,239
54,342
57,230
60,802
59,173
60,220
58,259
61,103

61,503

59,830

60,525
60,586
61,134
61,099
61,211
61,480

61,489
61,914
61,931
62,316
61,810

23532

23,338
23,341
24417
25,783
26,461
28,614
27,085
28,808

30,107
21,617
28,207
28,517
29,009

28,695
29,013
29,340
29,560
28,891
29,224

28,712
28,663
28,105
28,406
28,731
29,009

28,109
28,740
29,102
28,401
27,946
28,073

21,815
27,844
27,938
28,708
28,905

86,998
78,992

86,998

89,786
89,827
90,050
91,100
90,478
91,440

92,102
91,350
91,421
91,686
91,201

L Annual data are averages of monthly not seasonally adjusted figures.
2Seasonally adjusted, end of period. Data beginning 1982 are not comparable with earlier data.

3 Effective in 2001, data classified based on North American Industry Classification System (NAICS).

ning 1992. Earlier data based on Standard Industrial Classification (SIC).
Data include semiconductors.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—59.—Manufacturers’ new and unfilled orders, 1965-2005
[Amounts in millions of dollars; monthly data seasonally adjusted]

New Unfilled Unfilled orders—shipments
orders! orders? ratio?
Du.radbletg.ouds N
industries on-
Year or month ohon- Durable | 4Nor- Durable | durable
Total Capidtal g00ds Total . guotd$ g00ds Total | l11100{15 .gtgjods
goods, ; : industries | . : industries | indus-
Total non- industries industries tries
defense
42,137 23,286 18,851 78,249 74,459 3,790 3.25 3.86 0.79
46,420 26,163 20,258 96,846 93,002 3,844 3.74 4.48 75
47,067 25,803 21,265 | 103,711 99,735 3,976 3.66 437 73
50,657 22,606 | 108,377 | 104,393 3,984 3.79 4.58 69
53,990 29,876 24,114 | 114,341 110,161 4,180 371 4.45 69
52,022 27,340 24,682 | 105,008 | 100,412 4,596 361 4.36 76
55,921 29,905 26,016 | 105247 | 100,225 5,022 3.32 4.00 76
64,182 35,038 29,144 | 119,349 | 113,034 6,315 3.26 3.85 86
76,003 42,627 33,376 | 156,561 | 149,204 7,357 3.80 451 91
87,327 46,862 40,465 | 187,043 | 181,519 5,524 4.09 4.93 62
85,139 41,957 43,181 | 169,546 | 161,664 7,882 3.69 4.45 82
99,513 51,307 48,206 | 178,128 | 169,857 8,271 3.24 3.88 74
115,109 61,035 54,073 | 202,024 | 193,323 8,701 3.24 3.85 71
131,629 72,278 59,351 | 259,169 | 248,281 10,888 3.57 420 81
147,604 79,483 68,121 | 303,593 | 291,321 12,272 3.89 4.62 82
156,359 79,392 76,967 | 327,416 | 315,202 12,214 3.85 4.58 75
168,025 83,654 84,371 | 326,547 | 314,707 11,840 3.87 4.68 69
162,140 78,064 84,077 | 311,887 | 300,798 11,089 3.84 474 62
175,451 88,140 87,311 | 347,273 | 333,114 14,159 3.53 429 69
192,879 100,164 92,715 | 373,529 | 359,651 13,878 3.60 4317 64
195,706 102,356 93,351 | 387,196 | 372,097 15,099 3.67 447 68
195,204 103,647 91,557 | 393,515 | 376,699 16,816 3.59 441 70
209,389 110,809 98,579 | 430,426 | 408,688 21,738 3.63 443 83
228,270 122,076 106,194 | 474,154 | 452,150 22,004 3.64 4.46 76
239,572 126,055 113,516 | 508,849 | 487,098 21,751 3.96 4.85 77
244507 125,583 118,924 | 531,131 | 509,124 22,007 415 5.15 76
238,805 119,849 118,957 | 519,199 | 495,802 23,397 4,08 5.07 79
248,212 126,308 121,905 | 492,893 | 469,381 23,512 3.51 430 75

450,975
246,668 128,672 425833
266,641 143,803 434,941
285,542 154,137 447 487
297,282 162,399 488,915
314,986 174,377 513,202
317,345 178,327 496,385
329,770 187,674 505,750
346,789 193,881 549,646
326,435 174,786 511,596
318,008 168,636 468,123
329,219 175,729 505,626
361,177 193,220 547,944
336,711 178,428 505,686
337,355 181,483 506,979
361,145 198,500 516,232
354,388 190,119 519,325
356,415 189,787 523,228
359,932 192,190 526,286
364,652 194,903 532,903
367,598 195,435 535,674
364,352 195,221 538,394
366,812 192,479 538,987
375,215 198,917 545,701
375,820 202,454 547,944
372,642 196,602 545,812
374,908 199,682 549,247
376,107 195,930 547,243
376,033 196,839 546,771
391,656 211,256 559,106
395,324 215,339 574,800
385,553 203,708 580,753
396,767 211,602 589,978
391,151 207,416 594 816
397,614 213,767 603,370
407,711 223,073 621,432

IAnnual data are averages of monthly not seasonally adjusted figures.

2Unfilled orders are seasonally adjusted, end of period. Ratios are unfilled orders at end of period to shipments for period (excludes indus-
tries with no unfilled orders). Annual ratios relate to seasonally adjusted data for December.

3Effective in 2001, data classified based on North American Industry Classification System (NAICS). Data on NAICS basis available begin-
ning 1992. Earlier data based on the Standard Industrial Classification (SIC).

Data on SIC basis include semiconductors. Data on NAICS basis do not include semiconductors.

Note.—For data beginning 1992 on NAICS basis, since there are no unfilled orders for manufacturers’ nondurable goods, manufacturers’
nondurable new orders and nondurable shipments are the same (see Table B-58).

Source: Department of Commerce, Bureau of the Census.
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PRICES

TABLE B—60.—Consumer price indexes for major expenditure classes, 1959-2005
[For all urban consumers; 1982-84=100, except as noted]

Food and
Al beverages " Trans- Medical | EMter- | g tEducafd Othgr .
Year or month items ppparel | Hous- | por- | Medical | So5 " | Recrea- | tion and | goods ner-
(CPI-U) 1 ing ta- care tion2 | communi- and gy3
Total® | Food tion ment cation2 | services
29.1 29.7 219
29.6 30.0 224
29.9 30.4 22.5
30.2 30.6 226
30.6 31.1 226
31.0 315 22.5
315 32.2 229
324 33.8 233
334 34.1 35.1 238
34.8 353 36.9 24.2
36.7 37.1 38.7 248
38.8 39.2 40.9 25.5
405 404 429 26.5
418 421 447 21.2
444 48.2 46.4 29.4
493 55.1 49.8 38.1
53.8 59.8 53.9 42.1
56.9 61.6 57.0 45.1
60.6 65.5 60.4 49.4
65.2 72.0 64.3 52.5
72.6 79.9 68.9 65.7
82.4 86.8 75.2 86.0
90.9 93.6 82.6 97.7
96.5 97.4 91.1 99.2
99.6 99.4 101.1 99.9
103.9 103.2 107.9|| 1009
107.6 105.6 1145|] 1016
109.6 109.0 1214 88.2
113.6 113.5 128.5 88.6
118.3 118.2 137.0 89.3
124.0 125.1 147.7 94.3
130.7 132.4 159.0 102.1
136.2 136.3 171.6 102.5
140.3 137.9 183.3 103.0
144.5 140.9 192.9 104.2
148.2 144.3 198.5 104.6
152.4 148.4 206.9 105.2
156.9 153.3 2154 110.1
160.5 157.3 224.8 111.5
163.0 160.7 231.7 102.9
166.6 164.1 2583 106.6
172.2 167.8 27111 1246
177.1 173.1 28261 129.3
179.9 176.2 2932 1217
184.0 180.0 298.7| 136.5
188.9 186.2 3047 1514
195.3 190.7 31341 1771
185.2 183.8 30141 1374
. 186.2 184.1 3023 1406
Mar .. 187.4 184.4 30310 143.1
Apr .. 188.0 184.5 3036 1459
May . 189.1 186.1 3038 154.1
June . 189.7 186.3 30411 159.7
189.4 186.8 305.11 156.3
189.5 186.8 305.5( 155.3
189.9 186.7 306.3 | 154.3
190.9 187.9 3068 157.7
191.0 188.2 307.0( 158.6
190.3 188.5 307.8| 153.7
190.7 189.1 309.3 151.9
191.8 188.8 310.8 155.2
193.3 189.1 3112 160.8
194.6 190.2 3116 170.9
194.4 190.6 3125 169.4
194.5 190.4 3125 1714
1954 190.8 314.1 178.5
196.4 190.9 3144 186.6
198.8 191.4 315.0(| 208.0
199.2 192.1 31531 2043
197.6 192.4 316.2 187.6
Dec .. 196.8 192.9 317.3 180.0

Lincludes alcoholic ggverages, not shown separately.

2December =100.

3Household fuels—gas (piped), electricity, fuel oil, etc.—and motor fuel. Motor oil, coolant, etc. also included through 1982.
Note.—Data beginning 1983 incorporate a rental equivalence measure for homeowners’ costs.

Series reflect changes in composition and renaming beginning in 1998, and formula and methodology changes beginning in 1999.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—G61.—Consumer price indexes for selected expenditure classes, 1959-2005
[For all urban consumers; 1982-84=100, except as noted]

Food and beverages Housing
Food Shelter Fuels and utilities
Owners’ Fuels Furnish-
Year or . ;
month 1 Rent of | £qUVa- ings
Total At Away Total riman lent rent Fuel Gas and
Total home from Total presi—y of pri- | Total? oil | (piped) | opera-

home dence mary Total | and and tions
resi- other | elec-
dence3 fuels | tricity
1959 .. 29.7] 312 24.8 24.7 224
1960 300| 315 254 252 233
1961 304| 318 26.0 254 23.5
1962 306| 320 26.7 258 23.5
1963 311 324 27.3 26.1 23.5
1964 315 327 27.8 26.5 23.5
1965 322| 335 284 27.0 23.5
1966 338| 352 29.7 27.8 23.6
1967 341| 351 313 28.8 23.7
1968 356.3| 363 329 30.1 23.9
1969 37.1| 380 349 32.6 243
1970 39.2| 399 37.5 355 254
1971 404 409 394 37.0 27.1
1972 2.1 427 41.0 38.7 28.5
1973 82| 49.7 442 40.5 29.9
1974 55.1| 57.1 49.8 444 34.5
1975 59.8| 618 54.5 48.8 40.1
1976 61.6| 63.1 58.2 51.5 147
1977 65.5| 66.8 62.6 54.9 50.5
1978 720| 738 68.3 60.5 55.0
1979 79.9| 818 75.9 68.9 61.0
1980 86.8| 884 83.4 81.0 714
1981 936| 948 90.9 90.5 81.9
1982 974| 981 95.8 96.9 93.2
1983 9941 99.1| 100.0 99.1 101.5
1984 103.2| 102.8| 104.2 104.0 105.4
1985 105.6| 1043 | 1083 109.8 107.1
1986 109.0| 107.3| 112.5 115.8 105.7
1987 113.5] 111.9] 117.0 121.3 103.8
1988 118.2| 116.6| 1218 127.1 104.6
1989 1251 1242 1274 132.8 107.5
1990 13241 1323 | 1334 140.0 109.3
1991 136.3| 1358 | 1379 146.3 112.6
1992 137.9] 136.8| 140.7 151.2 114.8
1993 140.9| 140.1| 1432 155.7 1185
1994 14431 144.1| 1457 160.5 119.2
1995 14841 1488 | 149.0 165.7 119.2
1996 15331 154.3| 152.7 171.0 122.1
1997 157.3| 158.1| 157.0 176.3 125.1
1998 160.7| 161.1| 161.1 182.1 121.2
1999 164.1| 164.2| 165.1 187.3 120.9
2000 167.8| 167.9| 169.0 193.4 128.0
2001 173.1] 1734 1739 200.6 142.4
2002 176.2| 1756 1783 208.1 134.4
2003 180.0( 179.4| 182.1 213.1 145.0
2004 186.2 | 186.2| 187.5 218.8 150.6
2005 ... 190.7| 189.8| 193.4 2244 166.5
2004: Jan 183.8| 184.0| 1849 215.2 1455
Feb . 18411 184.0| 1855 216.0 1455
Mar 18441 184.3| 1858 217.8 143.5
Apr . 184.5| 184.1| 186.2 218.4 144.2
May 186.1| 186.6| 186.7 218.7 146.8
June 186.3| 186.8| 187.0 219.2 155.8
July 186.8| 187.1| 187.8 220.0 156.9
Aug 186.8| 186.7| 1884 2203 157.6
Sept 186.7| 186.1| 1889 220.2 156.0
Oct . 187.9| 187.9| 189.4 220.6 150.0
Nov 188.2| 188.1| 189.6 219.9 152.7
Dec 188.5| 188.5| 189.9 219.8 153.0
2005: Jan 189.11 188.9| 190.8 221.0 154.3
Feb . 188.8| 188.0| 1914 222.5 152.9
Mar 189.1| 188.1| 191.7 224.4 152.7
Apr . 190.2| 189.8| 192.1 2244 155.9
May 190.6| 190.3| 192.6 224.0 158.7
June 190.4| 189.4| 193.2 224.5 165.6
July 190.8| 189.8| 193.6 225.6 168.1
Aug 190.9| 189.5| 194.2 225.6 169.6
Sept 19141 190.0| 194.6 2244 176.4
Oct . 19211 190.8 | 195.2 225.7 180.7
Nov 19241 191.0| 1956 2254 183.4
Dec 1929 191.7| 196.0 225.6 180.0

Hncludes alcoholic beverages, not shown separately.
2|ncludes other items, not shown separately.
3 December 1982=100.

See next page for continuation of table.
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TABLE B—G1.—Consumer price indexes for selected expenditure classes, 1959-2005—Continued
[For all urban consumers; 1982-84=100, except as noted]

Transportation Medical care

Private transportation

Motor Public Medical :
Year or month Total New vehicles Used vehicle | trans- Total care Mgg:gal
Total? cars Motor | mainte- | porta- com- services
and fuel nance tion modities
New trucks and
2
Total cars repair

30.8 52.3 52.2 26.8 23.7 26.0 21.5 21.5 46.8 18.7

2005: Jan ..
Feb .. 166.1 | 1626 | 139.9| 1364 137.6 | 1643 2039 | 2059 | 3193 2728 3325
Mar .. 168.8 | 1652 | 139.1| 1357 137.7] 1759 2047 | 2101 | 3207 27132 3343
Apr .. 1732 | 1696 | 1388 | 1356 1381 1939 205.0 | 2150 3215 2735 335.2
May . 172.1 | 1683 | 1387 | 1355 138.8 | 1882 2056 | 218.0 | 3222 274.6 3359
June 171.8 | 167.7| 138.1| 1351 139.9 | 1855 206.1 | 2224 3229 275.6 336.3
July .. 17441 1703 | 1363 | 1339 141.0 | 1975 206.7 | 226.1| 3241 276.3 337.8
Aug .. 177.7| 1738| 1350 | 1327 142.0 | 2127 2073 | 2233 3239 276.8 337.3
Sept . 186.5 | 1831 | 1358 | 133.6 1415 | 2495 2087 | 2207 | 3246 211.1 337.9
Oct ... 184.0 | 180.5| 137.1| 1351 140.6 | 2371 2098 | 222.7| 326.2 2789 339.7
Nov . 175.6 | 171.8| 138.0| 136.1 1394 | 1997 2105| 2208 | 3281 280.3 3417

Dec ..

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—62.—Consumer price indexes for commodities, services, and special groups, 1960-2005
[For all urban consumers; 1982-84=100, except as noted]

Commodities Services Special indexes All items
f All
Al Com- Services - . CPI-U- | CPI-U- | C-CPI-
Year or month items Al modi- Al less itélnln ité:rlls ltlg;nss Alllétsesms X1 RS (]
(CPI-U) | com- ties : medical : (Dec. | (Dec. | (Dec.
modities | less | SeViIces| Tcarg || less | less | food | medical |\ jgg5_ | 1g77_ | 1959=
food services || 1000 | eneray | and | care || o761 | 100)z | T00)
energy :

191.8| 156.5| 140.2| 226.8 2180 1923| 197.3| 199.5| 1853 191.8| 279.3| 111.7

193.3| 168.2| 1425| 228.0 21921 1940| 198.3| 200.7| 186.8| 193.3| 281.5| 112.5

1946 1603| 1449| 2286 21971 1953| 198.6| 2009| 188.1| 194.6| 283.4| 113.1

1944 159.8| 1440 2288 219.9| 195.1| 198.6| 200.8| 187.9| 194.4| 283.1| 113.1

1945 1589| 142.8| 229.8 2209 1952| 198.5| 2006| 187.9| 194.5| 2832| 113.0

1954 159.5| 143.5| 2309 2220 196.1| 198.7| 200.8| 188.8| 1954| 2845| 113.4

196.4| 161.1| 1457 2313 2225| 197.3| 198.9| 201.0| 189.8| 196.4| 286.0| 113.8

198.8| 1656| 151.8| 2317 2228 200.0| 199.2| 201.3| 1923 198.8| 289.5| 114.7

199.2| 165.1| 150.8| 233.0 22411 20041 200.1| 2023| 192.6(| 199.2| 290.1| 115.0

. 197.6| 161.5| 1456| 233.5 22441 1985| 200.2| 2023| 190.9| 197.6| 287.7| 1144
Dec . 196.8| 160.0| 143.3| 2332 2242 197.4] 200.1| 202.1 190.0|| 196.8| 286.6| 114.0

LCPI-U-X1 is a rental equivalence approach to homeowners’ costs for the CPI-U for years prior to 1983, the first year for which the official
index incorporates such a measure. CPI-U-X1 is rebased to the December 1982 value of the CPI-U (1982-84=100) and is identical with CPI-U
data from December 1982 forward. Data prior to 1967 estimated by moving the series at the same rate as the CPI-U for each year.

2CPI rese?lrch series using current methods (CPI-U-RS) introduced in June 1999. Data for 2005 are preliminary. All data are subject to re-
vision annually.

3 Chained consumer price index introduced in August 2002. Data for 2004 and 2005 are subject to revision.

Source: Department of Labor, Bureau of Labor Statistics.

354



MNOOOMO—A—INT HDAININOMMOLD OFDHDN LN NWO NI LOF0OMD — M~ <F N WM MmO NOM— NON NI WM~ —

A A T O NSO MO ADBON— mowaNFm—moms woacaaaaNN—aN oS = 3 s T T lo " T T T T T e T =TT
= = &= PN
v o Sess
32 PR
35 STZ
S
2
E®
T .2 NN MO TN~ NN NSO <t 00O MR MO D~ OO MONW <k NN M LHOMNMOMN NI —< NOO~— O M NN
=3 AR NSO BEEONCFOHm NOmmmm S BN NN N 03— N — 3 o =3 s =) | o —_
= = ==
=E g3
S5=2
= A N SIS CF BB OB OO~ NOS~NFIOFIIF S OBF NGNS Na N —— o =g | e
g NG o=
R SETH
«» 80 B5°3
32 =
s
=
S
»
= e R BB MR F GO0 NoOFIFIITmIIS BFmmamNNN— N <3 = e e [ [ o
= S5
= 5=

NOMMWWANN <0 —NMNONOLROD OOMNONOD N NONNNORINMD <t~ MIOON

AT O NS CFNODPOBONS —oSOmFmmIE s wFmmamaaaa e — ol
— =

Sea-
sonally
~ad-
justed

All items less
energy

NN DNDLTNDD S HLONI WO IMIONIO T OO MO NDO—HODD T D000 NN

— AT NSO BMMEO OIS OD— oI IS S wBmmoaaaNaaNN NN
—

Unad-
justed

NOOMMONSIONST QOWDNORININT ODOOMOOMNLO WO MO MO DM SN D00 MO

Percent change from preceding month

[For all urban consumers; percent change]

Changes in special consumer price indexes, 1960-2005

TABLE B—63.

A NSO CFNLDIDHOON— FCOCmIFMm—mSt Brmomaaaa—aN sa—aae =g o | | o — [
1 =
a > =ZG
3 A5 3
R=]
gS
L= OMOWOWVINMOW CONONMAILTMO DD HIDONL) NN~ WOM—OOLD00 LMWL W DWEMIITN MO NSO — 0O TN OO
= O MO G AN~ OGO S Mottt IS CmmaaNam N B e e <38 s o I I —
= S5
S22
NS MME@DNTNLD NN HOLOM IRMNNMORNO R TNOSQOOOMON Fo@mr~=t LM NE@M—EN@M  Sen T oo
P o s D S D PR D i D P P Do P D vk pav M v DR P P P DA S i A P P =3 |S | = o — T
pam gt LD
> =ZTo
) PAS3
ES
ST
=
== — A BRSO BB ONCFOTI®B NBmmmHmAFFSF CoraaaaNm——aN BN = | | | —
— —_ =

Unad-
justed

Year or month

355

1 Changes from December to December are based on unadjusted indexes.

Source: Department of Labor, Bureau of Labor Statistics.




Changes in consumer price indexes for commodities and services, 1929-2005

TABLE B—64.

[For all urban consumers; percent change]
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1 Changes from December to December are based on unadjusted indexes.

2Commodities and services.

3Household fuels

and motor fuel. Motor oil, coolant, etc., also included through 1982.

gas (piped), electricity, fuel oil, etc.,

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—65.—Producer price indexes by stage of processing, 1959-2005
[1982=100]

Finished goods

Consumer foods Finished goods excluding consumer foods

Total
Year or month Total L
finished Consumer goods cfolr?lssuhrﬁgr
goods | Total | Crude Proc[—j Total N Capital " g00ds
esse on- | equipmen
Total | Durable durable
331 | 348| 373| 347 333 439 282 32.7 333
334 355| 398| 352 335 438 284 32.8 336
334 354| 380 353 334 43.6 28.4 32.9 336
335| 357| 384 356 334 434 284 33.0 337
334| 353| 378| 352 334 43.1 285 33.1 335
335| 354 389 352 333 433 28.4 33.4 33.6
341| 368| 390 36.8 336 432 28.8 33.8 34.2
352| 392| 415 392 34.1 434 29.3 34.6 35.4
356| 385| 396 388 347 44.1 30.0 35.8 35.6
36.6| 40.0| 425 400 35.5 45.1 30.6 37.0 36.5
380 | 424 459 423 36.3 45.9 315 38.3 379
393 | 438 460 439 374 47.2 325 40.1 39.1
405 | 445| 458 447 38.7 489 335 417 40.2
418 | 46.9| 480 472 394 50.0 34.1 128 415
456 | 56.5| 63.6| 558 412 50.9 36.1 44.2 46.0
526 | 644| 716 639 48.2 55.5 44.0 50.5 53.1
582 | 698| 71.7| 703 53.2 61.0 48.9 58.2 58.2
608 | 696| 767 69.0 56.5 63.7 52.4 62.1 60.4
647 | 733| 795| 727 60.6 67.4 56.8 66.1 64.3
698 799| 858 794 64.9 73.6 60.0 713 69.4
776 | 813| 923| 8638 73.5 80.8 69.3 71.5 71.5
88.0 | 924| 939 923 87.1 91.0 85.1 85.8 88.6
96.1| 97.8| 1044 | 972 96.1 96.4 95.8 94.6 96.6

Dec ..

2005:Jan 1514 | 1542 | 131.4| 156.1 154.6 | 137.8 160.7 144.1 154.8
Feb 152.1 | 1554 | 1423 | 156.4 155.5 | 137.0 162.4 143.9 155.7
Mar .. 153.6 | 156.3 | 145.5| 157.2 157.8 | 137.0 165.7 144.2 157.6
Apr ... 154.4 | 156.3 | 1446 | 157.2 159.2 | 1369 167.9 144.5 158.7
May .. 154.3 | 156.7 | 1403 | 158.0 158.8 | 136.8 167.4 144.7 158.5
June . 154.2 | 1555 | 137.0 | 1567.1 159.3 | 1356 168.7 144.2 158.6
July .. 155.5 | 1544 | 128.0 | 156.6 162.1 | 1358 172.6 144.4 160.2
Aug! 156.3 | 154.0 | 1263 | 156.3 163.8 | 1354 175.4 1444 161.4
Sept . 158.9 | 155.9 | 141.0| 1567.1 168.0 | 1355 181.4 144.5 164.9
Oct ... 161.0 | 155.6 | 135.7 | 1567.2 171.3 | 138.0 185.1 145.9 167.2
Nov .. 158.4 | 155.9 | 1429 | 156.9 166.5 | 137.1 178.5 145.5 163.8
Dec .. 158.8 | 157.1 | 157.9 | 157.0 166.7 | 137.0 178.9 145.5 164.3

1Data have been revised through August 2005; data are subject to revision 4 months after date of original publication.
See next page for continuation of table.
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TABLE B—65.—Producer price indexes by stage of processing, 1959-2005—Continued

[1982=100]
Intermediate materials, supplies, and components Crude materials for further processing
v Materials atnd Prm:(—j Food- Other
ear or components esse
Foods stuffs
month Total | and | Other For For fgﬁ(lis teﬁgngrs Supplies | Total | and
feeds manufac- | construc- | lubri- ;teSfdfs Total | Fuel | Other
turing tion cants

333 329 | 162 33.0 335| 31.1| 388 281
333 327 166 334 333 | 304 | 384 26.9
329 322 168 332 3371 302| 379 21.2
32.7 321 167 33.6 345| 305| 386 27.1
32.7 322 | 166 332 350 29.9| 375 26.7
331 325 162 329 3471 296 | 36.6 21.2
33.6 328 | 165 335 350 3L1| 392 21.7
343 336 | 168 345 36.5| 331 427 283
345 340 169 35.0 368 | 313 403 26.5
353 357 165 359 371 318 409 27.1
36.5 37.7| 166 37.2 378 339 441 284
38.0 383 177 39.0 397 | 352 | 452 29.1
38.9 408 | 195 40.8 408 | 36.0| 46.1 29.4
404 430 201 42.7 4251 399| 515 323
441 465 | 222 452 517 | 545 726 42.9
56.0 55.0 | 336 53.3 56.8 | 614 | 764 54.5
61.7 60.1 | 394 60.0 618 | 616 774 50.0
64.0 64.1 | 423 63.1 658 | 634 | 768 54.9
67.4 69.3 | 477 65.9 693 | 655 775 56.3
72.0 76.5 | 499 71.0 729 734 | 813 61.9
80.9 842 | 616 79.4 80.2 | 859 100.0 75.5
91.7 913 | 850 89.1 89.9 | 953 | 104.6 91.8
98.7 97.9 | 100.6 96.7 96.9 | 103.0 | 103.9 109.8
100.0 100.0 | 100.0 | 100.0 100.0 | 100.0 | 100.0 100.0
101.2 1028 | 954 | 1004 101.8 | 101.3 | 101.8 98.8
104.1 1056 | 957 | 1059 104.1 | 103.5 | 1047 101.0
103.3 1073 | 928 | 109.0 1044 | 958 | 948 943
102.2 1081 727 | 1103 1056 | 877 932 76.0
105.3 1098 | 733 | 1145 107.7 | 937 | 962 88.5
113.2 1161 712 1201 1137 | 96.0 | 106.1 85.9
118.1 1213 | 764 | 1254 118.1 | 103.1 | 111.2 95.8
118.7 1229 | 859 127.7 119.4 | 1089 | 113.1 107.3
118.1 1245 | 853 | 1281 1214 | 101.2 | 105.5 97.5
117.9 1265 | 845 1277 122.7 | 100.4 | 105.1 94.2
118.9 1320 847 1264 125.0 | 102.4 | 108.4 9.1
122.1 1366 | 831 129.7 127.0 | 101.8 | 106.5 97.0
130.4 142.1| 842 | 1488 132.1 | 102.7 | 105.8 105.8
128.6 1436 | 900 | 1411 1359 | 1138 | 1215 105.7
128.3 146.5| 893 | 136.0 1359 | 1111 | 1122 103.5
126.1 1468 | 811 140.8 1348 | 96.8 | 103.9 84.5
124.6 1489 | 846 | 1425 1342 | 982 | 987 911
128.1 150.7 | 102.0 | 151.6 136.9 | 120.6 | 100.2 118.0
127.4 1506 | 1045 | 1531 1387 | 121.0 | 106.1 101.5
126.1 1513 | 963 | 1521 1389 | 108.1 | 99.5 101.0
129.7 1536 | 1126 | 1537 1415 | 1353 | 1135 116.9
137.9 1664 | 1243 | 1593 146.7 | 159.0 | 127.0 149.2
145.8 176.6 | 1498 | 167.0 1519 | 182.1 | 1226 176.8
1319 156.2 | 1168 | 153.9 1432 | 1478 | 1171 1333
133.2 159.0 | 1168 | 1537 1438 | 150.1 | 122.2 137.7
134.3 1619 | 1165 | 1541 1448 | 1529 | 1317 1438
136.2 164.7 | 1184 | 154.9 146.4 | 155.7 | 1354 1414
137.4 166.9 | 1223 | 156.7 147.2 | 1618 | 1411 1415
137.7 166.9 | 1249 | 1589 1473 | 163.0 | 1374 136.8
138.1 167.5| 1264 | 159.7 148.0 | 162.5 | 130.9 1489
139.4 169.8 | 1285 | 162.0 147.6 | 162.2 | 124.8 158.9
140.6 1709 | 1269 | 163.5 147.9 | 1544 | 122.0 156.8
1415 170.8 | 130.8 | 164.6 147.9 | 1605 | 120.1 1714
142.0 170.7 | 1340 | 164.9 148.1 | 1715 | 1195 165.2
142.8 1713 | 1289 | 165.2 1485 | 165.7 | 121.5 155.0
143.9 173.1| 1295 | 1655 149.6 | 163.0 | 1238 160.3
144.4 1747 | 1309 | 166.1 150.0 | 162.5 | 121.5 1614
145.2 175.1 | 136.0 | 166.9 150.7 | 1704 | 127.7 172.8
144.9 1754 | 1415 | 167.5 151.1 | 175.0 | 1249 170.6
144.7 1750 | 1395 | 1673 1514 | 1706 | 126.2 166.1
144.3 1755 | 1429 | 1674 151.7 | 167.0 | 122.0 169.3
144.6 175.7 | 1493 | 166.8 152.0 | 1754 | 1209 171.7
144.4 1754 | 1534 | 166.8 152.2 | 181.8 | 119.6 187.8
146.5 177.0 | 1652 | 1657 152.3 | 198.4 | 120.6 191.8
148.6 179.3 | 179.7 | 166.2 1534 | 211.1 | 1206 190.3
148.8 180.9 | 167.1 168.4 153.8 | 207.6 | 120.7 183.8
149.2 181.8 | 163.0 | 169.6 154.0 | 2024 | 1232 190.3

2|ntermediate materials for food manufacturing and feeds.

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—66.—Producer price indexes by stage of processing, special groups, 1974—2005
[1982=100]

Finished Intermediate materials, supplies, Crude materials for further
goods and components processing
Excluding foods and
energy

Con- Food-

Year or month sumer Foods stuffs
Total | Foods | Energy Canital goods | Total and | Energy | Other | Total and | Energy | Other

Total | o ﬂi ™| exclud- feeds! feed-

r(l]‘lenpt ing stuffs

foods
and
energy

52.6| 64.4| 262| 536| 505 555| 525| 836| 331| 540 614 764| 278| 833
582| 69.8| 30.7| 59.7| 582 606| 580 816| 387 602 616 774| 333| 693
60.8| 69.6| 343 631| 621 63.7| 609 774| 415| 638 634| 768| 353 802
64.7| 733 397| 669| 66.1 67.3| 649 796| 468| 676 655 775 404 798
69.8| 79.9| 423| 719 713 722| 695 848| 49.1| 725| 734| 87.3| 452 818
7716| 873 571 783 715 788| 784 945| 61.1| 80.7| 859| 100.0| 54.9| 106.2
80| 924| 852| 87.1| 858 87.8| 903| 1055| 849| 903| 953| 104.6| 73.1| 1131
96.1| 97.8| 101.5| 94.6| 946 946| 986| 1046| 1005 97.7| 103.0| 103.9| 97.7| 1117
100.0| 100.0| 100.0| 100.0| 100.0 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0
101.6| 101.0 52| 103.0| 102.8 103.1| 100.6| 103.6| 953| 101.6| 101.3| 101.8| 98.7| 1053
103.7] 1054| 91.2| 1055| 1052 105.7| 103.1| 105.7| 955| 104.7| 103.5| 104.7| 98.0| 1117
104.7| 104.6| 87.6| 108.1| 107.5 108.4| 102.7| 97.3| 92.6| 1052 958| 94.8| 93.3| 104.9
103.2| 107.3| 63.0| 110.6| 109.7 1111 991 96.2| 726| 1049| 87.7| 932| 7181031
10541 1095 61.8| 113.3| 1117 1142| 1015 99.2| 73.0| 107.8| 93.7| 96.2| 750/ 1157
108.0| 112.6| 59.8| 117.0| 1143 118.5| 107.1| 109.5| 70.9| 1152| 96.0| 106.1| 67.7| 133.0
113.6| 118.7| 657| 122.1| 1188 1240| 112.0| 1138 76.1| 120.2| 103.1| 111.2| 759| 1379
1192 1244) 750 126.6| 1229 1288| 1145] 113.3| 855| 120.9| 108.9| 113.1| 859| 1363
121.7] 1241} 781 13L.1| 1267 133.7| 1144| 1111} 851 121.4| 101.2| 1055| 80.4| 1282
1232 1233| 77.8| 1342| 1291 137.3| 1147] 110.7| 84.3| 122.0| 1004| 1051| 78.8| 1284
12471 1257 78.0| 1358| 1314 1385| 116.2| 112.7| 84.6| 123.8| 102.4| 108.4| 76.7| 140.2
1255| 126.8| 77.0| 137.1]| 1341 139.0| 1185| 1148| 83.0| 127.1| 101.8| 106.5| 72.1| 156.2
12791 129.0| 78.1| 140.0| 136.7 1419| 1249| 1148| 84.1| 1352 102.7| 1058| 69.4| 1736
131.3] 133.6| 83.2| 1420| 1383 14431 1257| 1281| 89.8| 134.0| 1138| 121.5| 850/ 1558
131.8] 1345| 83.4| 1424| 1382 14511 1256 1254 89.0| 134.2| 111.1| 1122| 87.3| 156.5
130.71 1343 751\ 143.7| 1376 147.7| 123.0| 116.2| 80.8| 1335 96.8| 103.9| 68.6| 1421
133.0 1351| 78.8| 146.1| 1376 151.7| 1232 1111} 84.3| 133.1| 982 987| 785| 1352
1380 1372 94.1| 148.0| 1388 154.0| 129.2| 111.7] 10L.7| 136.6| 120.6| 100.2| 122.1| 1452
140.7| 1413 96.7| 150.0| 1397 156.9| 129.7| 1159| 104.1| 1364 121.0| 106.1| 122.3| 130.7
1389 140.1 88| 150.2| 139.1 157.6| 127.8| 1155| 959| 1358 108.1| 99.5| 102.0| 135.7
143.3| 1459| 102.0| 150.5| 139.5 157.9| 133.7] 1259| 111.9| 1385| 1353| 113.5| 147.2| 1525
1485] 152.7| 113.0| 152.7| 1414 160.3| 142.6| 137.1| 123.2| 146.5| 159.0| 127.0| 174.6| 193.0
155.7] 155.6| 132.7| 156.4| 1447 164.4| 153.9| 133.8| 149.1| 1545| 182.1| 122.6| 233.8| 2024
2004:Jan ... 14541 148.1| 106.0| 151.8| 1405 159.4| 136.2| 132.2| 1158| 1404| 147.8| 117.1| 163.5| 179.3
Feb 3| 1484 105.7| 151.7| 1402 159.4| 137.3| 133.7| 1158| 141.7| 150.1| 122.2| 158.9| 189.9
Mar .. 150.7| 107.0| 152.0| 140.5 159.7| 1383| 137.0| 115.6| 142.9| 1529| 131.7| 153.0| 195.2
Apr ... 152.7| 109.5| 152.1| 140.6 159.8| 140.2| 143.2| 117.3| 144.6| 155.7| 1354| 158.8| 187.6
May .. 155.5| 113.6| 152.2| 140.8 159.9| 142.0| 147.7| 121.1| 1457 161.8| 141.1| 172.1| 177.9
June . 155.0| 112.5| 152.3| 141.1 160.0| 142.8| 1449| 123.7| 146.2| 163.0| 137.4| 180.0| 176.3
July .. 152.3| 1154 151.9| 140.7 159.4| 1435| 142.3| 125.1| 146.8| 1625| 130.9| 177.9| 1954
Aug .. 152.2| 115.0| 152.2| 141.2 159.6| 144.8| 136.3| 127.1| 148.3| 162.2| 124.8| 181.9| 200.8
Sept . 152.7| 115.1| 152.3| 141.2 159.7| 1453 | 1344 1258| 149.5| 154.4| 122.0| 166.6| 197.4
Oct ... 155.11 121.1| 154.7| 1434 162.2| 146.5| 131.9| 129.9| 150.1| 160.5| 120.1| 181.8| 203.5
Nov .. 154.7| 120.1| 154.7| 1434 162.3| 14741 130.7| 132.7| 150.6| 171.5| 119.5| 208.3| 207.9
Dec .. 1549| 1145] 154.9| 143.6 162.5| 146.9| 131.0| 128.4| 151.1| 165.7| 121.5| 192.7| 204.9
2005:Jan 154.2| 116.4| 1558 144.1 163.8| 1480 132.0| 129.0| 152.3| 163.0| 123.8| 183.9| 2033
Feb 15541 118.6| 155.7| 143.9 163.7| 1488| 131.7| 130.0| 153.1| 1625| 121.5| 186.6| 200.2
Mar 156.3| 123.8| 1559 144.2 163.7| 150.4| 133.3| 134.9| 153.8| 1704| 127.7| 199.7| 199.9
Apr 156.3| 126.9| 156.1| 1445 164.0| 151.5] 133.6| 139.8| 153.9| 1750| 124.9| 212.6| 204.0
May 156.7| 125.5| 156.4| 1447 164.3| 151.0| 1350 138.5| 153.5| 170.6| 126.2| 203.1| 196.9
Jun 155.5| 12741 1559 144.2 163.8| 151.7| 134.8| 142.3| 153.3| 167.0| 122.0| 202.1| 188.9
July 15441 133.2| 156.2| 144.4 164.2| 153.2| 1349| 148.7| 153.5| 1754| 120.9| 224.0| 190.2
Aug? 154.0| 137.3| 156.1| 1444 164.1| 153.9| 1344 153.0| 153.3| 181.8| 119.6| 237.5| 200.1
Sept . 1559 147.1| 156.2| 1445 164.0| 157.5| 133.6| 164.9| 154.8| 198.4| 120.6| 273.9| 2103
Oct 1556 152.7| 157.6| 1459 165.5( 1619 1344| 179.3| 156.6| 211.1| 120.6| 307.9| 205.7
Nov 1559 141.5| 157.4| 1455 165.5| 159.8| 133.8| 166.4| 157.4| 207.6| 120.7| 295.0| 215.1
Dec 157.1| 141.9| 157.5| 1455 165.6| 159.3| 133.8| 162.4| 157.9| 202.4| 1232| 279.0| 2148

LIntermediate materials for food manufacturing and feeds
2Data have been revised through August 2005; data are s|

Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—67.—Producer price indexes for major commodity groups, 1959-2005

[1982=100]
Farm products and processed Industrial
foods and feeds commodities
Hides
. podl Fuels and
Year or month Textile skins, ;
Processed ' related Chemicals
Total pr';?irurgts fo?dsdand Total pr%”dds Iegtnhder, prndl:icts anddalltieq
eeds an products
apparel related
products power
1959 37.6 40.2 35.6 30.5 48.1 359 13.7 34.8
1960 37.7 40.1 35.6 30.5 48.6 34.6 13.9 348
1961 37.7 39.7 36.2 304 47.8 349 14.0 345
1962 38.1 404 36.5 304 482 353 14.0 339
1963 37.7 39.6 36.8 30.3 482 343 13.9 335
1964 37.5 39.0 36.7 30.5 485 344 13.5 33.6
1965 39.0 40.7 38.0 30.9 488 359 13.8 339
1966 41.6 437 40.2 315 489 39.4 14.1 34.0
1967 40.2 413 39.8 32.0 489 38.1 144 342
1968 111 423 40.6 32.8 50.7 39.3 14.3 341
1969 434 45.0 42.7 339 51.8 415 14.6 34.2
1970 449 458 44.6 352 524 42.0 15.3 35.0
1971 458 46.6 455 36.5 53.3 434 16.6 356
1972 49.2 51.6 48.0 37.8 55.5 50.0 17.1 356
1973 63.9 72.7 58.9 40.3 60.5 54.5 19.4 376
1974 713 714 68.0 49.2 68.0 55.2 30.1 50.2
1975 74.0 71.0 726 54.9 67.4 56.5 354 62.0
1976 73.6 788 70.8 58.4 124 63.9 38.3 64.0
1977 75.9 79.4 74.0 62.5 753 68.3 43.6 65.9
1978 83.0 87.7 80.6 67.0 78.1 76.1 46.5 68.0
1979 923 99.6 88.5 75.7 82.5 96.1 58.9 76.0
1980 98.3 102.9 95.9 88.0 89.7 94.7 82.8 89.0
1981 101.1 105.2 98.9 97.4 97.6 99.3 100.2 98.4
1982 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1983 102.0 102.4 101.8 101.1 100.3 103.2 95.9 100.3
1984 105.5 105.5 105.4 103.3 102.7 109.0 94.8 102.9
1985 100.7 95.1 103.5 103.7 102.9 108.9 914 103.7
1986 101.2 92.9 105.4 100.0 103.2 113.0 69.8 102.6
1987 103.7 95.5 107.9 102.6 105.1 1204 70.2 106.4
1988 110.0 104.9 112.7 106.3 109.2 1314 66.7 116.3
1989 115.4 110.9 117.8 111.6 112.3 136.3 72.9 123.0
1990 118.6 112.2 121.9 115.8 115.0 1417 82.3 1236
1991 116.4 105.7 1219 116.5 116.3 1389 81.2 125.6
1992 115.9 103.6 122.1 117.4 117.8 140.4 80.4 125.9
1993 1184 107.1 124.0 119.0 118.0 1437 80.0 128.2
1994 119.1 106.3 125.5 120.7 118.3 1485 778 132.1
1995 120.5 107.4 127.0 125.5 120.8 153.7 78.0 142.5
1996 129.7 122.4 133.3 127.3 1224 150.5 85.8 142.1
1997 127.0 112.9 134.0 127.7 122.6 154.2 86.1 1436
1998 122.7 104.6 131.6 124.8 122.9 148.0 753 1439
1999 120.3 98.4 131.1 126.5 1211 146.0 80.5 1442
2000 122.0 99.5 133.1 134.8 1214 1515 103.5 151.0
2001 126.2 103.8 137.3 135.7 121.3 158.4 105.3 151.8
2002 123.9 99.0 136.2 132.4 119.9 157.6 93.2 1519
2003 132.8 1115 1434 139.1 119.8 162.3 112.9 161.8
2004 142.0 123.3 151.2 147.6 121.0 164.5 126.9 1744
2005 141.2 118.4 153.1 160.2 122.8 165.3 156.4 191.2
2004:Jan . 136.8 117.4 146.4 142.2 120.3 165.4 118.9 166.6
Feb . 1384 120.4 147.3 142.8 120.1 165.1 118.0 167.5
Mar 142.8 129.1 1494 143.3 120.2 164.8 117.5 168.0
Apr . 145.6 129.6 153.3 144.8 120.5 163.1 120.4 170.1
May 1493 135.1 156.1 146.5 121.0 162.8 126.0 170.9
June 147.2 129.7 155.8 147.3 121.0 163.2 127.8 172.2
July 143.8 124.4 153.3 148.2 121.1 165.0 1294 1737
Aug 140.6 119.0 151.4 149.3 121.0 165.0 130.7 176.5
Sept 139.9 118.7 150.4 149.1 1214 165.0 1277 1794
Oct . 140.0 119.2 150.3 151.8 121.6 164.9 134.6 181.0
Nov 139.5 118.0 150.1 153.5 121.8 165.0 139.7 183.0
Dec 140.2 118.4 151.1 152.0 121.6 165.1 132.7 1839
2005:Jan . 140.6 118.8 151.8 152.7 122.1 165.3 132.3 185.5
Feb . 140.5 117.6 152.3 153.6 122.1 165.5 134.2 186.4
Mar 143.0 123.0 153.4 155.6 122.3 165.6 140.9 188.9
Apr . 142.2 120.7 153.3 157.2 122.5 164.8 146.5 189.0
May 143.1 121.5 154.3 156.3 122.6 164.8 143.7 188.4
June 1413 118.3 153.2 156.6 122.8 165.7 146.0 187.2
July 140.4 116.3 153.0 159.1 122.7 165.8 154.8 189.3
Aug? 139.6 114.5 152.7 160.8 122.8 165.6 160.7 189.9
Sept 140.5 116.4 153.1 165.5 123.2 165.2 176.2 193.6
Oct . 140.6 1154 153.8 170.3 123.3 165.1 190.4 198.7
Nov 140.8 117.1 153.1 167.5 1239 165.5 177.4 198.5
Dec 142.1 120.8 153.3 166.6 1236 165.0 173.1 199.0

!Prices for some items in this grouping are lagged and refer to 1 month earlier than the index month. -
2Data have been revised through August 2005; data are subject to revision 4 months after date of original publication.

See next page for continuation of table.
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TABLE B—67.—Producer price indexes for major commodity groups, 1959-2005—Continued
[1982=100]

Industrial commodities—Continued

Transportation

Rubber | Lumber | FUP | petal Furnit N eauipment Miscel
ubber umber 4 etals : urniture on- iscel-
Year or month and and pgger, and Magwgery and metallic Motor laneous
plastic wood allied metal equipment household | mineral vehicles prod-

products | products products quip durables | products | Total and ucts

products equip-
ment

347 337 30.6 328 48.0 303 | o 39.9 334
335 34.0 30.6 33.0 478 304 . 39.3 33.6
32.0 33.0 30.5 33.0 475 30.5 . 39.2 33.7
322 334 30.2 33.0 472 30.5 . 39.2 339
328 331 303 331 46.9 303 . 38.9 342
335 33.0 311 333 47.1 304 . 39.1 344
33.7 333 32.0 33.7 46.8 304 . 39.2 34.7
35.2 342 32.8 34.7 474 30.7 . 39.2 353
35.1 346 332 35.9 483 31.2 . 39.8 36.2
39.8 35.0 34.0 37.0 49.7 324 . 40.9 37.0
440 36.0 36.0 38.2 50.7 33.6 4 41.7 38.1
39.9 37.5 38.7 40.0 51.9 353 41.9 433 39.8
447 38.1 39.4 414 53.1 38.2 44.2 457 40.8
50.7 39.3 40.9 423 53.8 39.4 455 47.0 415
62.2 42.3 440 43.7 55.7 40.7 46.1 47.4 433
64.5 52.5 57.0 50.0 61.8 47.8 50.3 514 48.1
62.1 59.0 61.5 57.9 67.5 54.4 56.7 57.6 53.4
722 62.1 65.0 61.3 703 58.2 60.5 61.2 55.6
83.0 64.6 69.3 65.2 132 62.6 64.6 65.2 59.4
96.9 67.7 753 70.3 775 69.6 69.5 70.0 66.7
105.5 759 86.0 76.7 82.8 71.6 753 758 75.5
101.5 86.3 95.0 86.0 90.7 88.4 82.9 83.1 93.6
102.8 94.8 99.6 94.4 95.9 96.7 94.3 94.6 96.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
107.9 103.3 101.8 102.7 103.4 101.6 102.8 102.2 104.8
108.0 1103 104.8 105.1 105.7 105.4 105.2 104.1 107.0
106.6 1133 104.4 107.2 107.1 108.6 107.9 106.4 109.4
107.2 116.1 103.2 108.8 108.2 110.0 110.5 109.1 111.6
112.8 121.8 107.1 1104 109.9 110.0 112.5 111.7 1149
118.9 1304 118.7 1132 113.1 111.2 1143 1131 120.2
126.7 137.8 124.1 1174 116.9 112.6 117.7 116.2 126.5
129.7 1412 122.9 120.7 119.2 114.7 1215 1182 134.2
132.1 142.9 120.2 123.0 1212 117.2 126.4 122.1 140.8
146.6 1452 119.2 1234 122.2 117.3 130.4 124.9 145.3
174.0 147.3 119.2 124.0 1237 120.0 133.7 128.0 1454
180.0 152.5 124.8 125.1 126.1 124.2 137.2 1314 141.9
178.1 172.2 134.5 126.6 128.2 129.0 139.7 133.0 1454
176.1 168.7 131.0 126.5 1304 131.0 1417 134.1 147.7
183.8 167.9 131.8 125.9 130.8 133.2 1416 132.7 150.9
179.1 1717 127.8 124.9 1313 1354 141.2 1314 156.0
183.6 174.1 124.6 124.3 1317 138.9 1418 1317 166.6
178.2 183.7 128.1 124.0 132.6 142.5 143.8 132.3 170.8
1744 184.8 1254 123.7 133.2 144.3 1452 1315 181.3
173.3 185.9 125.9 122.9 1335 146.2 144.6 129.9 182.4
177.4 190.0 129.2 1219 1339 148.2 145.7 129.6 179.6
195.6 195.7 149.6 122.1 135.1 153.2 148.6 131.0 183.2
196.4 202.5 160.8 123.7 139.5 164.3 151.0 1314 195.5
183.3 191.2 1359 1214 133.6 149.5 147.8 130.9 181.3
189.0 192.2 140.2 1214 133.9 150.5 147.7 130.6 181.4
194.1 192.9 1439 121.6 133.7 150.5 148.0 130.9 181.8
197.7 193.9 146.5 122.0 134.0 151.1 147.7 130.3 182.1
201.6 194.7 147.0 122.1 134.5 151.9 148.0 130.8 181.9
198.4 1954 147.3 122.2 1349 152.6 1484 130.9 182.5
196.5 196.2 151.3 122.1 134.9 153.4 147.2 129.1 182.8
202.1 197.3 154.0 122.2 135.6 154.4 1474 128.9 183.4
202.5 198.4 154.7 1223 1356 155.5 1473 128.6 184.3
196.7 198.3 157.1 122.5 1359 155.8 151.8 1344 184.6
191.9 198.7 158.6 122.5 137.0 156.3 151.1 133.3 185.4
193.0 199.1 159.0 122.6 137.2 156.6 1513 133.2 186.8
194.6 200.8 160.1 123.1 137.5 159.2 151.9 1336 189.5
198.2 201.5 160.5 123.3 138.2 160.3 151.0 1324 191.5
198.6 202.1 160.4 123.5 138.6 160.8 151.0 132.0 192.2
198.3 202.1 161.1 123.7 1387 162.1 151.0 132.0 192.8
195.2 202.2 159.4 123.7 139.2 162.7 151.0 1317 193.4
197.6 202.6 157.6 123.7 139.3 163.1 149.7 130.0 194.4
196.0 202.6 157.4 123.8 139.8 164.8 150.1 130.3 195.3
194.1 202.3 158.4 123.9 139.6 165.4 150.0 129.8 196.1
197.4 202.7 161.0 124.0 139.9 166.7 150.1 129.8 198.2
198.0 203.2 161.8 124.2 140.1 167.5 152.9 133.2 200.1
194.1 203.9 165.2 123.8 141.0 169.4 151.8 1317 200.7
195.3 204.2 166.7 123.7 1419 169.5 151.3 131.0 202.1

Source: Department of Labor, Bureau of Labor Statistics.
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[Percent change]

Changes in producer price indexes for finished goods, 1965-2005
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2Data have been revised through August 2005; data are subject to revision 4 months after date of original publication.

1Changes from December to December are based on unadjusted
Source: Department of Labor, Bureau of Labor Statistics.




MONEY STOCK, CREDIT, AND FINANCE

TABLE B—69.—Money stock and debt measures, 1959—2005
[Averages of daily figures, except debt end-of-period basis; billions of dollars, seasonally adjusted]

M1 M2 M3 Debt! Percent change
M1 plus retail From
Sum of currency, M2 plus large From year or 6 months ;
\genadr demand deposits, ?aﬂcmFsbgleaT)(;?tss, time deposits, Debt of earlier? pr:r‘ﬂ)%”gs
. travelers checks, (ingcludiﬁ Ps, Euro- domestic P
b akndbluﬂgjer MMDAS) a%]d do{[?rfj and |in- nonfintancial
checkable depos- : stitution-only sectors
its SE":SEI'P;E MMMF balances LI Debt
December:
1959 .. 140.0 297.8 299.7 689.5 || coovveeees | v | e 7.8
140.7 3124 315.2 7243 0.5 49 5.2 5.0
145.2 3355 340.8 767.8 3.2 14 8.1 6.0
147.8 362.7 371.3 820.6 1.8 8.1 89 6.9
153.3 393.2 405.9 876.0 3.7 8.4 9.3 6.8
160.3 424.7 442.4 940.0 46 8.0 9.0 7.3
167.8 459.2 482.1 1,007.2 47 8.1 9.0 7.1
172.0 480.2 505.4 1,074.7 2.5 46 4.8 6.7
183.3 524.8 557.9 1,152.7 6.6 93| 104 7.3
197.4 566.8 607.2 1,242.8 1.1 8.0 838 7.8
203.9 587.9 615.9 1,330.1 3.3 3.7 14 7.0
2144 626.5 677.1 1,420.2 5.1 6.6 9.9 6.8
228.3 7103 776.0 1,555.2 65| 134| 146 9.5
249.2 802.3 885.9 1,711.2 92| 130| 142 10.0
262.9 855.5 985.0 1,895.5 5.5 66| 112 10.7
274.2 902.1 1,069.9 2,069.9 43 5.4 8.6 9.2
287.1 1,016.2 1,170.2 2,261.8 47| 126 9.4 9.3
306.2 1,152.0 1,309.9 2,505.3 6.7 134| 119 10.8
330.9 1,270.3 1,470.4 2,826.6 81| 103| 123 12.8
357.3 1,366.0 1,644.5 3,211.2 8.0 751 118 13.8
381.8 1,473.7 1,808.7 3,603.0 6.9 791 100 122
408.5 1,599.8 1,995.5 3,953.5 7.0 86| 103 9.5
436.7 1,755.4 2,254.5 4,361.7 6.9 971 130 104
474.8 1,910.3 2,460.6 4,783.4 8.7 8.8 9.1 10.1
521.4 2,126.5 2,697.4 5,359.2 98| 113 9.6 12.0
. 551.6 2,310.0 2,990.6 6,146.2 5.8 86| 109 14.8
1985 .. 619.8 2,495.7 3,208.1 71,1273 124 8.0 13 15.7
1986 .. 724.7 2,732.3 3,499.1 7,970.6 16.9 9.5 9.1 119
1987 .. 750.2 2,831.5 3,686.5 8,673.9 3.5 3.6 5.4 9.0
1988 .. 786.7 2,994.5 3,928.8 9,458.1 49 5.8 6.6 9.1
1989 .. 792.9 3,158.5 4,077.1 10,162.1 8 55 38 7.3
1990 .. 824.7 3,278.8 4,154.7 10,845.2 4.0 3.8 1.9 6.5
1991 .. 897.1 3,379.7 4,210.3 11,306.2 8.8 3.1 13 43
1992 .. 1,025.0 3,433.1 4,222.6 11,8219 14.3 1.6 3 45
1993 .. 1,129.7 3,484.3 4,285.6 12,400.4 10.2 1.5 1.5 48
1994 .. 1,150.3 3,497.6 4,369.8 12,9754 1.8 A 2.0 4.6
1995 .. 1,126.8 3,640.6 4,636.3 13,656.6 -2.0 41 6.1 5.3
1996 .. 1,080.0 3,815.3 4,985.5 14,368.4 4.2 438 15 5.2
1997 .. 1,072.2 40317 5,460.9 15,129.1 -7 5.7 9.5 53
1998 .. 1,094.9 4,383.7 6,051.9 16,149.9 2.1 8.7 10.8 6.7
1999 . 1,123.1 4,648.7 6,551.5 17,2153 2.6 6.0 83 6.4
2000 .. 1,087.6 4931.3 7,117.6 18,051.6 -3.2 6.1 8.6 438
2001 1,182.1 5,450.3 8,035.0 . 8.7 10.5 12.9 6.1
2002 . 1,219.2 5,800.3 8,569.2 3.1 6.4 6.6 6.9
2003 . 1,304.2 6,079.4 8,874.0 7.0 48 3.6 8.1
2004 . 1,372.1 6,422.1 9,435.8 5.2 5.6 6.3 8.7
2005 . 1,368.9 6,680.5 10,169.3 -2 4.0 7.8
2004: Jan 1,306.0 6,088.3 8931.9 2.4 5 9
Feb 1,319.9 6,132.1 9,002.0 3.9 4 1.8
Mar .. 1,329.6 6,173.0 9,082.4 22,658.2 5.1 24 39
Apr 1,339.4 6,216.9 9,151.4 6.5 43 5.7
May .. 1,336.5 6,280.6 9,245.6 6.1 6.6 8.2
June . 1,341.2 6,288.8 9,277.6 23,083.4 5.7 6.9 9.1
July .. 1,343.5 6,295.4 9,284.6 5.7 6.8 7.9
Aug .. 1,354.1 6,317.3 9,316.3 5.2 6.0 7.0
Sept . 1,360.5 6,346.9 9,353.8 23,578.9 16 5.6 6.0
Oct 1,360.8 6,369.2 9,361.4 3.2 49 4.6
Nov 1,374.1 6,404.0 9,397.5 5.6 3.9 3.3
Dec 1,372.1 6,422.1 9,435.8 24,090.5 46 42 34
2005: Jan 1,367.0 6,436.4 9,492.1 3.5 45 45
Feb 1,369.5 6,455.7 9,536.5 2.3 44 4.7
Mar 1,373.0 6,475.8 9,570.2 24,668.4 18 41 4.6
Apr 1,365.7 6,482.7 9,625.6 7 3.6 5.6
May 1,370.7 6,492.1 9,669.6 -5 2.8 5.8
June 1,369.5 6,518.3 9,729.2 25,168.0 -4 3.0 6.2
July 1,362.5 6,538.5 9,766.0 -7 3.2 5.8
Aug 1,370.4 6,568.9 9,868.8 1 3.5 7.0
Sept 1,367.4 6,600.0 9,955.7 25,742.1 -8 3.8 8.1
Oct 1,369.2 6,629.6 10,037.7 5 45 8.6
1,370.0 6,652.0 10,088.3 -1 49 8.7
1,368.9 6,680.5 10,169.3 -1 5.0 9.0

1 Consists of outstanding credit market debt of the U.S. Government, State and local governments, and private nonfinancial sectors.
2Annual changes are from December to December; monthly changes are from 6 months earlier at a simple annual rate.
3 Annual changes are from fourth quarter to fourth quarter. Quarterly changes are from previous quarter at annual rate.

Source: Board of Governors of the Federal Reserve System.
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TABLE B—70.—Components of money stock measures, 1959-2005

[Averages of daily figures; billions of dollars, seasonally adjusted]

dSavin%s
Small | CeROSitS,
Other : including
Year Nonbank denomi-
and Currency | travelers Demand | checkable nation money
deposits | deposits 7 market
month checks (0CDs) time . deposit
deposits ' | 5ccounts
(MMDAs) 2
December:
1959 288 0.3 110.8 0.0 114 146.5
1960 28.7 3 1116 0 12.5 159.1
1961 293 4 1155 0 14.8 175.5
1962 303 4 117.1 0 20.1 194.8
1963 322 4 120.6 1 255 214.4
1964 339 5 125.8 1 29.2 2352
1965 36.0 5 1313 1 34.5 256.9
1966 38.0 6 1334 1 55.0 2631
1967 40.0 .6 142.5 1 778 263.7
1968 43.0 1 153.6 1 100.5 268.9
1969 45.7 8 157.3 2 120.4 263.7
1970 13.6 9 164.7 1 151.2 261.0
1971 52.0 1.0 175.1 2 189.7 292.2
1972 56.2 1.2 1916 2 2316 3214
1973 60.8 14 200.3 3 265.8 326.8
1974 67.0 1.7 205.1 A4 287.9 338.6
1975 72.8 2.1 211.3 9 337.9 388.9
1976 79.5 2.6 2215 2.7 390.7 453.2
1977 87.4 2.9 236.4 42 4455 492.2
1978 96.0 33 249.5 8.5 521.0 4819
1979 104.8 3.5 256.6 16.8 634.3 4238
1980 1153 3.9 261.2 28.1 7285 400.3
1981 122.5 11 2314 78.7 823.1 3439
1982 132.5 11 2341 104.1 850.9 400.1
1983 146.2 47 238.5 132.1 784.1 684.9
1984 156.1 5.0 243.4 147.1 888.8 704.7
1985 167.8 5.6 267.0 179.5 885.7 8153
1986 180.4 6.1 302.9 2352 858.4 940.9
1987 196.7 6.6 281.7 259.2 921.0 937.4
1988 212.0 7.0 287.1 280.6 1,037.1 926.4
1989 2223 6.9 278.6 285.1 ,151. 893.7
1990 246.5 1.7 276.8 293.7 1,173.4 9229
1991 267.1 1.7 289.7 332.6 1,065.6 1,044.6
1992 292.2 8.2 340.0 384.6 868.1 1,187.2
1993 3216 8.0 385.4 4147 782.0 1,219.4
1994 354.0 8.6 383.6 404.2 816.4 1,150.0
1995 3722 9.0 389.0 356.6 931.4 1,134.2
1996 394.1 8.8 401.6 275.5 946.9 1,272.9
1997 4245 8.4 393.8 2454 968.3 1,399.9
1998 459.8 8.5 377.0 249.6 952.0 1,605.1
1999 517.8 8.6 353.4 2433 954.5 1,740.3
2000 531.2 8.3 309.9 238.2 1,044.8 1,877.9
2001 581.1 8.0 335.7 2514 973.7 2,312.8
2002 626.2 18 306.1 279.1 892.0 2,778.8
2003 662.3 1.7 324.7 309.5 809.6 3,169.4
2004 697.3 16 3403 327.0 816.8 3,519.9
2005 723.8 13 321.0 316.9 973.7 3,620.5
2004:Jan 663.9 78 320.5 313.8 807.0 3,193.2
Feb 665.6 78 3279 318.6 804.5 3,234.2
Mar 667.4 78 3324 322.0 801.8 3,271.9
Apr 670.2 78 339.7 321.7 798.6 3,323.0
May 673.6 1.7 3329 322.2 793.8 3,393.1
June 677.8 17 330.2 325.6 792.7 3,403.5
July 684.9 16 325.0 325.9 793.6 3417.8
Aug 686.5 1.6 332.7 327.4 7973 3,430.5
Sept 689.9 16 3383 324.7 801.2 3,456.5
Oct 692.9 16 3341 326.3 806.4 3,482.7
Nov 697.7 16 340.0 328.7 811.1 3,504.5
Dec 697.3 16 3403 327.0 816.8 3,519.9
2005:Jan 699.0 15 336.4 324.1 829.0 3,528.6
Feb 700.8 15 338.6 322.6 841.1 3,538.4
Mar 7029 15 339.3 3234 854.7 3,543.6
Apr 7039 15 331.0 323.3 869.4 3,541.7
May 705.8 15 332.8 324.7 885.9 3,533.9
June 708.4 14 3342 319. 900.7 3,548.0
July 710.0 13 327.4 317.8 9149 3,560.2
Aug 712.8 14 330.0 320.2 929.3 3,569.4
Sept 716.1 13 324.2 319.8 942.5 3,585.1
Oct 1174 13 3259 318.5 952.6 3,597.3
Nov 7203 13 323.4 319.0 963.9 3,603.8
Dec 723.8 73 321.0 316.9 973.7 3,620.5

1Small denomination deposits are those issued in amounts of less than $100,000.
2Data prior to 1982 are savings deposits only; MMDA data begin December 1982.

See next page for continuation of table.
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TABLE B—70.—Components of money stock measures, 1959-2005—Continued

[Averages of daily figures; billions of dollars, seasonally adjusted]

Money market Over-
mutual fund night Over-
(MMMF) balances Large and term night
Year denomi- repur- andgterm
and nation chase Euro-
month Institu- time agree- dollars
Retail tion deposits3 ments (net)
only (RPs)
(net)
December:
1959 0.0 0.0 1.2 0.0 0.7
1960 0 0 2.0 0 8
1961 0 0 39 0 1.5
1962 0 0 7.0 0 1.6
1963 0 0 10.8 0 1.9
1964 0 0 15.2 0 24
1965 0 0 21.2 0 1.8
1966 0 0 23.1 0 2.2
1967 0 0 30.9 0 2.2
1968 0 0 374 0 2.9
1969 0 0 204 49 2.7
1970 0 0 452 3.0 24
1971 0 0 571.7 52 29
1972 0 0 733 6.6 38
1973 1 0 110.9 12.8 58
1974 14 2 144.7 14.5 8.5
1975 24 5 129.7 13.8 10.0
1976 1.8 6 118.1 24.0 15.2
1977 1.8 1.0 145.2 32.2 21.7
1978 58 35 195.6 444 351
1979 339 10.4 223.1 43.8 52.7
1980 62.5 16.0 260.2 58.1 61.4
1981 151.7 38.2 304.3 67.8 88.8
1982 184.5 43.8 325.6 71.8 104.2
1983 136.1 40.9 316.1 97.3 116.6
1984 164.9 62.3 402.2 107.3 108.9
1985 174.9 65.3 4217 1212 104.2
1986 208.4 86.2 419.0 145.8 115.7
1987 222.8 93.7 461.9 178.0 121.5
1988 2443 93.8 512.4 196.5 131.7
1989 320.6 112.0 528.1 169.1 109.4
1990 357.7 139.6 481.7 151.5 103.3
1991 372.4 188.5 418.6 1311 92.3
1992 352.8 212.8 355.7 1415 79.5
1993 353.1 216.8 339.2 172.6 72.8
1994 380.9 210.8 378.9 196.3 86.3
1995 448.2 264.4 438.9 198.3 94.0
1996 515.5 324.2 521.1 2103 114.6
1997 591.4 396.9 631.1 2539 147.5
1998 7317 541.2 683.7 2932 150.2
1999 830.9 638.2 758.9 3349 170.8
2000 921.1 7919 836.9 362.3 195.2
2001 981.7 1,196.7 802.9 373.7 2114
2002 910.2 1,247.7 817.2 4734 230.7
2003 796.1 1,117.4 887.1 4948 295.3
2004 7132 1,068.4 1,073.3 492.6 379.4
2005 7174 1,136.2 1,359.4 563.0 430.2
2004:Jan 782.2 1,118.8 917.6 504.8 302.4
Feb 7735 1,116.0 922.9 521.0 310.1
Mar 763.6 1,123.8 943.5 526.1 316.0
Apr 755.9 1,127.6 962.0 520.0 324.9
May 757.2 1,132.1 983.6 522.3 327.0
June 7514 1,126.4 996.0 536.9 329.5
July 740.5 1,112.2 1,013.5 526.5 337.0
Aug 7353 1,105.9 1,024.5 524.7 343.8
Sept 728.7 1,094.6 1,031.6 526.7 354.1
Oct 7194 1,075.7 1,038.6 510.2 367.6
Nov 714.2 1,071.1 1,050.6 501.0 370.8
Dec 7132 1,068.4 1,0733 492.6 379.4
2005:Jan 711.8 1,062.5 1,127.4 473.1 392.7
Feb 706.7 1,054.1 1,141.9 489.3 395.5
Mar 704.5 1,049.3 1,153.1 487.8 404.2
Apr 705.9 1,057.5 1,196.7 483.8 405.0
May 701.6 1,057.9 1,208.6 504.7 406.3
June 700.2 1,069.1 1,235.5 504.3 402.1
July 700.9 1,078.6 1,223.0 517.6 408.4
ug . ,091. ,265. . .
A 699.8 1,091.3 1,265.7 525.1 417.7
Sept 705.1 1,107.4 1,292.5 534.2 421.6
Oct 710.6 1,119.3 1,322.9 545.0 421.0
ov . ,120. ,335. . .
N 714.2 1,120.6 1,335.6 554.3 425.9
ec E . . . .
D 7174 1,136.2 1,359.4 563.0 430.2

3Large denomination deposits are those issued in amounts of more than $100,000.

Note.—See also Table B—69.

Source: Board of Governors of the Federal Reserve System.
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TABLE B—71.—Aggregate reserves of depository institutions and the monetary base, 1959-2005

[Averages of daily figures !; millions of dollars; seasonally adjusted, except as noted]

Adjusted for changes in reserve requirements 2

Borrowings of depository
institutions from the

Year ?l?d Reserves of depository institutions Mone- Federal Reserve (NSA)
mon:
tary X
Total N%rw(;)dr Required E}(ﬁg‘:\is base Total Primary | Secondary | Seasonal Ag{gnstt
December:
1959 11,109 10,168 10,603 506 40,380
11,247 11,172 10,503 743 40,977
11,499 11,366 10,915 584 41,853
11,604 11,344 11,033 572 42,957
11,730 11,397 11,239 490 45,003
12,011 11,747 11,605 406 47,161
12,316 11,872 11,892 423 49,620
12,223 11,690 11,884 339 51,565
13,180 12,952 12,805 375 54,579
13,767 13,021 13,341 426 58,357
14,168 13,049 13,882 286 61,569
14,558 14,225 14,309 249 65,013
5,230 15,104 15,049 182 69,108
16,645 15,595 16,361 284 75,167
17,021 15,723 16,717 304 81,073 11
17,550 6,823 7,292 258 87,535 32
17,822 17,692 17,556 266 93,887 14
18,388 18,335 18,115 274 101,515 13
18,990 18,420 18,800 190 10,324 55
19,753 18,885 19,521 232 120,445 135
20,720 19,248 20279 442 131,143 82
22,015 20,325 21,501 514 142,004 116
22,443 21,807 22,124 319 149,021 54
23,600 22,966 23,100 500 160,127 33
25,367 24,593 24,806 561 175,467 96
26,913 23,727 26,078 835 187,238 113
31,569 30,250 30,505 1,063 203,562 56
38,840 38,014 37,667 1,173 223,425 38
38,913 38,135 37,893 1,019 239,837 93
40,453 38,738 39,392 1,061 256,892 130
40,486 40,221 39,545 941 267,755 84
41,766 41,440 40,101 1,664 293,287 76
45,515 45,323 44,526 989 317,557 38
54,421 54,297 53,267 1,154 350,919 18
60,567 60,485 59,497 1,070 386,594 31
59,454 59,245 58,295 1,159 418,325 100
56,483 56,226 55,193 1,290 434,585 40
50,183 50,028 48,766 1,416 452,081 68
46,873 46,549 45,189 1,685 479,946 79
45,515 45,398 44,001 1,514 514,077 15
42,009 41,778 40,802 1,297 593,635 67
38,792 38,582 37,364 1,428 584,831 111
41,496 41,429 39,846 1,650 635,401 33
40,441 40,361 38,432 2,009 681,386 45
42,772 42,726 41,729 1,043 720,101 0 29
46,795 46,733 44,886 1,909 758,973 0 52
44798 44,630 42847 1,951 786,383 0 72
43,004 42,898 42,112 892 721,878 0 13
42,915 42,873 41,718 1,196 723,993 0 14
44,662 44610 42,855 1,807 726,571 0 28
45,788 45,702 43,980 1,808 730,639 0 57
45,643 45,531 43,956 1,686 734,231 0 103
46,284 46,104 44,351 1,933 738,990 0 140
46,400 46,155 44,681 1,719 746,307 0 203
45,481 45,229 43,898 1,583 747,704 0 233
46,488 46,153 44,833 1,655 751,823 0 238
46,344 46,164 44,587 1,757 754,730 0 164
46,368 46,185 44,584 1,784 759,302 0 78
46,795 46,733 44,886 1,909 758,973 0 52
47475 47,413 45,734 1,741 760,531 0 23
45,969 45,927 44,472 1,497 763,479 0 16
46,804 46,755 45,021 1,783 765,712 0 37
46,559 46,428 44,884 1,675 766,942 0 80
45873 45734 44,336 1,537 768,134 0 133
46,670 46,421 44887 1,782 771,123 0 164
46,085 45,660 44,343 1,741 772,865 425 176 12 237
44,540 44178 42,918 1,622 774,705 362 63 3 297
45,720 45,388 43,673 2,047 777,801 332 12 5 315
44,784 44,500 42,883 1,900 780,069 284 35 29 220
44,705 44579 42,909 1,797 783,668 126 20 0 106
441798 44,630 42,847 1,951 786,383 169 97 0 72

! Data are prorated averages of biweekly (maintenance period) averages of daily figures. ) )
2Aggregate reserves incorporate adjustments for discontinuities associated with regulatory changes to reserve requirements. For details on

aggregate reserves series see Federal Reserve Bulletin.

3Total includes borrowing under the terms and conditions established for the Century Date Change Special Liquidity Facility in effect from
October 1, 1999 through April 7, 2000.

Note.—NSA indicates data are not seasonally adjusted.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—72.—Bank credit at all commercial banks, 1959—2005

[Monthly average; billions of dollars, seasonally adjusted ]

Securities in bank credit Loans and leases in bank credit
Real estate
Total us. Com-
Yemagn?rn]d bank Total | Treasury | Other Loatr?sl mercial Revolv- Con- )
credit secu- and secu- and ~and in sumer Security | Other
rities | agency | rities | | 2, | indus- | Total | M8 | Other
securities trial equity
December:
1959 ...... 189.5 774 61.9| 155 112.1 24.1 50| 154
197.6 79.5 63.9| 156 118.1 26.3 52| 156
2131 88.2 704| 179 124.8 21.6 6.1 168
231.0 922 70.7| 215 138.8 30.3 6.6 202
250.7 92.6 67.4| 252 158.1 34.2 79| 246
2704 94.7 66.7| 28.1 175.6 39.5 83| 257
297.1 96.1 64.3| 319 201.0 45.0 80| 297
318.6 97.2 61.0| 362 2214 47.1 83| 324
350.5 1114 70.7| 406 239.2 51.2 96| 338
390.5 1219 73.8| 481 268.6 51.7 105] 392
401.6 1124 64.2| 482 289.2 62.6 10.0 39.8
4344 129.7 7341 563 304.6 65.3 1041 445
485.2 147.5 798| 67.7 337.6 733 109] 539
555.3 160.6 85.4| 752 394.7 854 1441 625
638.6 168.4 89.7| 787 470.1 98.3 1121 784
701.7 1738 87.9| 859 527.9 102.1 10.6| 89.6
7329 206.7 117.9] 889 526.2 104.6 1271 8715
790.7 228.6 137.3] 913 562.1 115.9 17.71 91.0
876.0 236.3 13741 989 639.7 138.1 20.7| 97.2
989.4 2422 13841 103.8 7472 164.6 19.11 110.9
1,111.4 260.7 147.21 1134 850.7 184.5 1741 121.6
1,207.1 296.8 173.2] 1236 9103 179.2 17.2] 133.6
1,302.7 3111 181.8] 129.3 991.6 182.7 20.2| 148.0
4123 338.6 204.7| 1339 1,073.7 188.2 236 161.7
1,566.7 403.8 263.4| 1404 | 1,163.0 213.2 26.5| 169.4
1,7334 406.6 262.9| 1437 1,326.9 253.6 3411 179.0
1,922.2 4559 273.8| 182.2| 1,466.3 294.5 429 1914
2,106.6 510.0 31281 197.2| 1,596.5 3145 386 199.5
2,255.3 535.0 3389 196.1] 1,720. 327.7 34.8| 187.0
2,432.7 561.7 366.0| 1957 18 354.8 4031 187.9
2,602.2 584.7 399.5] 1852 2,0 3753 4091 189.3
2,749.7 634.9 456.01 1789| 21 380.8 444 187.4
2,856.4 7472 566.9| 180.3| 2,1 363.9 539 185.2
2,954.1 841.8 664.9| 176.9| 2,1 356.3 63.4| 187.2
3,112.4 915.6 730.8| 184.8| 2,1 387.6 86.4| 185.5
3,318.2 939.9 721.6| 2183 23 448.2 75.8| 1933
3,601.0 984.0 701.1| 282.9| 26 4914 83.2| 229.1
3,756.9 984.4 702.6| 281.8| 27 5124 75.3| 259.6
4,099.3| 11,0987 755.6| 34311 3,0 502.6 94.4| 306.9
45328 1237.0 797.6| 439.5] 32 496.9 14531 3733
47633 12828 815.6| 467.2| 34 490.6 149.8| 370.2
521641 13482 792.4| 5558| 38 539.3 177.3| 4144
5417.71 14874 849.0| 6384 39 556.0 146.0| 4254
58846 17216 102916925 41 586.2 190.2 | 403.7
6,251.3| 18503 1104.8| 7455| 44 643.4 215.2 | 425.6
6,793.5| 193721 11502 787.0| 48 695.2 215.9| 473.1
74836 20456| 113299127 54 704.4 261.5| 525.0
2004:Jan ... | 6,321.8| 1,8553| 1,106.3| 749.0| 4.4 651.7 234.1| 436.6
Feb .| 64427 19308| 1,170.9| 760.0| 45 653.9 244.7 | 4489
Mar..| 6,520.6| 1,980.7| 1,2049| 7758| 45 658.5 2455 4415
Apr .| 6541.01 1953.6| 1200.2| 753.4| 45 658.8 240.7 | 440.2
May 6,550.0 11,9308 1189.3| 741.5| 46 659.8 235.2 | 441.7
June 6,589.9 | 1,9346| 1189.1| 7455| 46 662.7 248.9| 4435
July .| 66023 1,9096| 11809 728.7| 46 691.3 238.1| 447.6
Aug .. | 66327 19152| 1182.6| 7325| 47 691.7 232.1| 451.1
Sept 6,702.5| 19254| 1177.0| 7484| 47 693.6 2475 464.2
Oct .| 6,713.8| 19182| 1148.1|770.1| 47 689.6 2416 4583
Nov .. | 6,759.5| 19246| 1,1459| 7787| 48 685.6 236.8 | 472.7
Dec .| 6,793.5| 1937.2| 1,150.2| 787.0| 48 695.2 215.9| 473.1
2005:Jan ... | 68927 1,991.3| 1,182.3| 809.0 4,901 702.7 200.5 | 482.9
Feb .| 6,999.4| 20396 1217.6| 821.9| 4,959. 700.6 220.5| 484.9
Mar..| 7,084.7| 2,0583| 1,218.1| 840.2| 5,026. 708.5 226.2 | 476.1
Apr .| 71124\ 2,0449| 1,193.8| 851.1| 5,067. 711.2 2239 | 475.7
May 7,166.6 | 2,0724| 12000 872.4| 5,094. 704.3 237.1| 476.4
June 7,221.2| 20556| 11724 883.2| 5,165. 707.1 248.4 | 485.1
July .| 72812 20633 1177.5| 8859| 5217. 710.5 232.5| 483.0
Aug .. | 7,360.5| 2,066.7| 1,174.4| 892.4| 5293. 717.2 2453 | 492.2
Sept 7,409.0| 2,0781| 111664 9116| 5330. 719.9 246.7 | 505.3
Oct .| 74204\ 2069.2| 1,159.0| 910.2| 5,351 708.7 241.8| 510.8
Nov .| 7,4384| 20583| 1,141.6| 916.7| 5380. 709.2 246.6 | 514.1
Dec .| 7,4836| 20456 1,132.9|9127| 54380 704.4 261.5| 525.0

1Data are prorated averages of Wednesday values for domestically chartered commercial banks, branches and agencies of foreign banks,

New York State investment companies (through September 1996), and Edge Act and agreement corporations.

2Excludes Federal funds sold to, reverse repurchase agreements (RPs) with, and loans to commercial banks in the United States.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—73.—Bond yields and interest rates, 1929—2005
[Percent per annum]

U.S. Treasury securities Corporate High- Discount window
bonds grade New- Prime (Federal Reserve Bank
Bills Constant (Moody’s) munici- home rate of New York) 56 Federal
Year and (new issues)! maturities2 pal mort. | charged funds
month bonds 8 ! 7
3- | 10- | 30 (Stand- | £98%, | ks | Primary | AT e
- - - - - 3 yi p
month | month | year | year | year | A22° | Baa Pagrgr%) credit credit
1929 .. .0
1933 .0
1939 .5
1940 5
1941 5
1942 5
1943 5
1944 .5
1945 5
1946 5
1947 7
1948 .0
1949 .0
1950 0
1951 5
1952 .0
1953 1
1954 .0
1955 1 1.78
1956 1 2.73
1957 2 311
1958 8 1.57
1959 A4 3.30
1960 8 3.22
1961 5 1.96
1962 5 2.68
1963 5 3.18
1964 5 3.50
1965 .5 4.07
1966 .6 5.11
1967 .6 422
1968 3 5.66
1969 9 8.20
1970 9 718
1971 1 4.66
1972 2 443
1973 .0 8.73
1974 8 10.50
1975 8 5.82
1976 8 5.04
1977 8 5.54
1978 9.06] . 7.93
1979 12.67] . 11.19
1980 15.27 13.36
1981 18.87 16.38
1982 14.86 12.26
1983 10.79 9.09
1984 12.04 10.23
1985 9.93 8.10
1986 833 6.81
1987 821 6.66
1988 9.32 1.57
1989 10.87 9.21
1990 10.01 8.10
1991 8.46 5.69
1992 6.25 3.52
1993 6.00 3.02
1994 7.15 421
1995 8.83 5.83
1996 8.27 5.30
1997 8.44 5.46
1998 8.35 5.35
1999 8.00 497
2000 9.23 6.24
2001 6.91 3.88
2002 467 1.67
2003 412 1.13
2004 434 1.35
2005 6.19 3.22

1Rate on new issues within period; bank-discount basis.

2Yields on the more actively traded issues adjusted to constant maturities by the Department of the Treasury. In February 2002, the De-
partment of the Treasury discontinued publication of the 30-year series.

3 Beginning December 7, 2001, data for corporate Aaa series are industrial bonds only.

4 Effective rate (in the primary market) on conventional mortgages, reflecting fees and charges as well as contract rate and assuming, on
the average, repayment at end of 10 years. Rates beginning January 1973 not strictly comparable with prior rates.

See next page for continuation of table.
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Bond yields and interest rates, 1929—2005—Continued

TABLE B—73.

[Percent per annum]
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5For monthly data, high and low for the period. Prime rate for 1929-33 and 1947-48 are ranges of the rate in effect during the period.
6Primary credit replaced adjustment credit as the Federal Reserve’s principal discount window lending program effective January 9, 2003.
7Since July 19, 1975, the daily effective rate is an average of the rates on a given day weighted by the volume of transactions at these

rates. Prior to that date, the daily effective rate was the rate considered most representative of the day’s transactions, usually the one at

which most transactions occurred.

Sources: Department of the Treasury, Board of Governors of the Federal Reserve System, Federal Housing Finance Board, Moody's Investors

8From October 30, 1942, to April 24, 1946, a preferential rate of 0.50 percent was in effect for advances secured by Government securi-
Service, and Standard & Poor’s.

ties maturing in 1 year or less.
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TABLE B—74.—Credit market borrowing, 1997-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Item 1997 1998 1999 2000 2001 2002 2003 2004
NONFINANCIAL SECTORS
DOMESTIC 762.2| 1,020.8| 1,027.3 825.2| 10946/ 1319.1] 16513 19261
FEDERAL GOVERNMENT ....coomrmmrrvevrmeerreersmeennnnes 231 -52.6 -71.2| -295.9 -5.6 257.6 396.0 361.9
Treasury SECUMItieS ......oo.overveerereeerreeereneeens 232 -54.6 -71.0] -2949 -5.1 2571.1 398.4 362.5
Budget agency securities and mortgages -1 2.0 -2 -1.0 -5 5 2.4 -6
NONFEDERAL, BY INSTRUMENT . 739.1| 1,073.4| 10986 1121.1| 1,002 1061.6] 12552 15642
Commercial paper .. 13.7 24.4 37.4 48.1 -88.3 —64.2 —40.0 15.8
Municipal securities and loans 56.9 84.2 54.4 23.6 122.9 159.4 135.1 133.1
Corporate bonds .. 150.5 235.2 221.7 162.6 347.7 132.3 158.3 71.7
Bank loans n.e.c. . 106.4 1114 82.2 98.2 -81.6 -87.0 -80.2 33.6
Other loans and advances 43.1 68.5 26.1 79.6 8.9 203 10.0 25.0
Mortgages 299.1 454.0 563.8 540.8 658.3 813.7 983.6| 1,188.0
234.9 3489 418.0 401.0 496.1 672.8 782.0 972.7
Mult|fam|ly residential . 1.2 26.2 39.2 26.8 40.6 37.2 69.9 47.8
Commercial 53.8 722 100.6 106.1 113.9 96.0 1236 159.4
Farm 32 6.7 6.1 6.9 1.7 1.7 8.1 8.1
C credit 69.4 95.8 113.0 168.1 132.3 87.1 88.4 91.0
NONFEDERAL, BY SECTOR ... 739.1| 1,073.4| 1,098.6| 1121.1| 1,100.2| 1,061.6]/ 12552 15642
Household sector 304.9 419.1 487.5 551.1 600.5 736.2 825.2| 1,011.7
Nonfinancial business .. 392.7 586.6 572.6 554.5 393.9 181.5 3123 4343
Corporate ............. 291.8 396.5 3733 346.2 220.7 252 148.4 258.2
Nonfarm noncorporate . 94.7 179.9 194.3 197.1 162.7 1485 156.1 164.6
Farm 6.2 10.3 5.0 11.2 10.5 7.9 7.1 11.5
State and local governments ...........cccoo....... 415 67.7 38.5 155 105.8 143.9 117.8 118.2
FOREIGN BORROWING IN THE UNITED STATES 69.9 37.2 19.0 63.0 -43.8 70.8 54.3 82.2
Commercial paper ... 37 7.8 16.3 31.7 -14.2 36.1 22.3 63.7
Bonds 59.6 288 79.9 21.2 -18.5 316 41.9 19.2
Bank loans n.e.c. . 85 6.6 5 114 -1.3 53 -1.7 25
Other loans and ad -18 6.0 -57 -13 -38 =23 =21 =31
NONFINANCIAL DOMESTIC AND FOREIGN BORROWING 832.2| 1,058.0| 1,046.3 888.2| 1,050.8| 1,389.9/ 17056 2,008.3
FINANCIAL SECTORS
BY INSTRUMENT 570.5| 1,019.6| 1,015.6 7784 877.5 823.3| 1,009.2 799.1
Open market paper ..........oovvrevvvveevevevernsciis 166.7 161.0 176.2 131.7 —453 —63.5 —63.8 34.2
GSE issues (government-sponsored enterprises) 99.1 2789 318.8 235.2 304.1 219.8 243.7 65.0
Agency- and GSE-backed mortgage pool securi-
ties 1146 192.7 274.6 199.7 3385 326.8 330.5 53.0
Corporate bonds 126.4 2435 144.8 160.7 239.4 323.7 463.9 534.7
Bank loans n.e.c. 13.3 28.5 -12.8 3.8 13.0 1.5 4.8 124
Other loans and advances 356 90.2 107.1 42.5 255 6.8 31.2 74.1
Mortgages 149 24.8 6.9 49 22 8.2 83 256
BY SECTOR 570.5| 1,019.6| 1,015.6 7784 877.5 823.3| 1,009.2 799.1
Commercial banking ... 46.1 729 67.2 60.0 52.9 49.7 49.2 711
U.S.-chartered com 29.5 52.8 41.8 36.8 30.2 29.9 13.9 18.1
Foreign banking offices in U.S. 2.4 4.8 —. -0 -9 -4 -1 1
Bank holding companies . 19.0 24.9 25.8 23.2 236 20.3 354 59.5
Savings institutions . 19.7 52.2 48.0 27.3 2.0 -23.4 6.1 64.4
Government-sponsore: 99.1 278.9 318.8 235.2 304.1 219.8 243.7 65.0
Agency- and GSE-backed mortgage 114.6 192.7 274.6 199.7 338.5 326.8 330.5 53.0
Asset-backed securities issuers 133.7 2547 146.8 157.2 230.4 181.9 219.5 321.8
Finance companies 338 57.1 70.7 81.9 1.3 422 118.2 117.9
REITS (real estate 39.6 62.7 12.3 2.6 3.2 245 319 97.6
Brokers and dealers . 8.1 12 -17.2 15.6 14 -17 6.4 15.2
Funding corporations 79.9 40.0 91.6 -3 -54.6 -5 -1.4 -18.9
Other! 4.2 1.2 3.0 -7 2.2 4.0 5.1 53
ALL SECTORS
BY INSTRUMENT 1,402.6| 2,077.6| 2,061.9] 1666.6| 19283 22132| 27147/ 28075
Open market paper . 184.1 193.1 229.9 211.6| -147.8 -91.5 -81.6 1136
Treasury securities 232 —54. -71.0{ -294. =51 257.1 398.4 362.5
Agency- and GSE-b. 213.6 473.6 593.1 433.9 642.1 547.2 571.9 117.5
Municipal securities 56.9 84 54.4 23.6 122.9 159.4 135.1 133.1
Corporate and foreign 336.4 507.5 374.5 344.5 568.6 487.6 664.1 631.6
Bank loans n.e.c. 128.2 146.5 69.8 113.3 -75.8 -80.2 -92.6 48.5
Other loans and ad 76.9 152.7 127.5 120.8 30.6 24.7 39. 96.0
Mortgages 314.0 478.8 570.7 545.6 660.5 821.9 991.9| 1,213.6
C credit 69.4 95.8 113.0 168.1 132.3 87.1 88.4 9L

1 Credit unions, life insurance companies, and mortgage companies.

See next page for continuation of table.
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TABLE B—74.—Credit market borrowing, 1997-2005—Continued
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

2004 2005
Item
Il 1l v Il 1}
NONFINANCIAL SECTORS
DOMESTIC 2,0344) 170100 19228 20463 2311.7] 19983 2,296.6
FEDERAL GOVERNMENT 502.9 367.2 266.3 311.2 630.7 5.8 2319
Treasury securities 501.9 370.8 266.5 310.9 631.5 12 232.3
Budget agency securities and mortgages . 1.1 -3.6 - 3 -7 -1.4 -4
NONFEDERAL, BY INSTRUMENT . 1,531.5| 1333.8| 16564 17352 1680.9| 19924 2,064.6
Commercial paper 338 32.3 22.4 -25.4 53.7 9.2 46
Municipal securities and 10anS ........ccoccrvereernmrereriereenns 174.0 70.2 157.3 130.9 224.9 127.7 240.5
Corporate bonds 114.2 6.7 517 138.3 34.3 30.1 82.7
Bank loans n.e.c. -38.4 85.3 =315 119.1 88.5 210.3 42.1
Other loans and advances ..........cooeeeeerereseceenns 14.3 -153 2 100.7 84.0 70.2 234
Mortgages 1,143.8| 11,0929 1,334.6| 1,180.6| 1,137.8] 1459.7| 15543
Home 964.7 889.6| 1,097.9 938.6 918.7| 1,137.4] 12253
Multifamily residential ... 23.7 67.5 42.3 57.6 30.9 64.2 30.6
Commercial 1484 125.3 185.2 178.6 183.1 246.7 289.5
Farm 7.1 10.4 9.1 59 5.1 114 8.8
Consumer credit 89.7 61.8 121.7 90.9 57.7 85.2 117.0
NONFEDERAL, BY SECTOR 1,531.5) 1333.8| 1,656.4| 17352 1680.9| 1992.4| 2,064.6
Household sector 1,024.4 968.7| 1,063.3 990.4 929.4| 115841 12359
Nonfinancial busi 351.1 314.0 4479 624.3 549.3 728.3 608.0
Corporate 2074 131.8 261.5 432.0 3514 429.8 362.3
Nonfarm noncorporate ..........ccoeeeeeeeeeeeeeerernereenns 137.5 169.0 168.1 183.8 195.0 281.5 220.6
arm 6.2 13.1 18.3 85 2.9 17.0 25.1
State and local governments ........oocvverernmeererneeeenns 156.0 51.1 1452 120.5 202.2 105.7 220.7
FOREIGN BORROWING IN THE UNITED STATES ......coovemrerrrrririreanns 84.2 -63.6 97.5 2107 17.6 87.5 1117
Commercial paper 99.6 -30.1 24.4 160.7 13.7 33.6 116.7
Bonds -43 -40.1 86.8 344 46 60.7 =35
Bank loans n.e.c. -6.7 7.0 -9.0 185 12.1 -53 5.2
Other loans and advances -43 -4 4.8 -29 -35 -16 -6.7
NONFINANCIAL DOMESTIC AND FOREIGN BORROWING ................. | 2,118.7| 1,637.4| 2,020.2| 2,257.0| 2,329.3| 2,085.7| 2,408.3
FINANCIAL SECTORS
BY INSTRUMENT 7108 926.0 7274 832.2 598.5( 1,302.3 683.8
Open market paper 129.6 2.5 =314 41.1 122.1 473.2 140.2
GSE issues (government-sponsored enterprises) ... 6 211.9 93.1 —45.5]  -209.6 -84.2| -243.9
Agency- and GSE-backed mortgage pool securities 126.7 88.0 62.1 —64.6 64.7 123.5 178.4
Corporate bonds 331.0 490.3 554.6 762.8 563.3 680.1 538.9
Bank loans n.e.c. 17.5 258 44.2 13.6 5.8 -24.0 39.5
Other loans and advances 79.1 148.1 -15.7 85.1 27.0 1145 10.8
Mortgages 26.5 159 20.6 39.6 25.2 193 19.9
BY SECTOR 710.8 926.0 7274 832.2 598.5( 1,302.3 683.8
Commercial banking 182.7 6.8 60.1 61.2 163.0 414 82.7
U.S.-chartered commercial banks . 80.0 -9.5 -8 26 754 19.3 30.8
Foreign banking offices in U.S. . -1 2 5 -0 -3 6 3
Bank holding companies 102.8 16.1 60.4 58.7 87.9 21.4 51.7
Savings institutions 1.1 166.6 -1.0 96.9 -30.6 82.4 7.1
Government-sponsored enterprises 6 211.9 93.1 —45.5|  -209.6 -84.2| -243.9
Agency- and GSE-backed mortgage 126.7 88.0 62.1 —64.6 64.7 123.5 178.4
Asset-backed securities issuers ... 147.1 355.1 417.0 367.9 430.3 688.4 620.6
Finance compani 111.2 -84 1155 2532 758 -23.6 12.6
REITS (real estate investment trusts) 67.1 63.9 42.1 2176 76.2 92.8 65.5
Brokers and dealers 51.9 25 332 -26.6 11.2 5.2 18.0
Funding corporations 25.6 321 -89.6 —43.6 17.6 381.4 -43.9
Other! -3.0 1.6 1.0 158.8 -1 5.4 7
ALL SECTORS
BY INSTRUMENT 2,829.5| 2,563.4| 2,747.7| 3,089.2| 2,927.8| 3,388.0] 3,092.0
Open market paper 263.0 -3 15.4 176.4 189.4 516.0 261.5
Treasury securities 501.9 370.8 266.5 3109 631.5 1.2 232.3
Agency- and GSE-backed securities .. 128.3 296.3 155.1| -109.8) -1457 37.9 —65.8
Municipal securities 174.0 70.2 157.3 130.9 2249 127.7 240.5
Corporate and foreign bonds . 440.9 456.8 693.0 935.5 593.1 770.9 618.1
Bank loans n.e.c. -21.6 66.5 3.7 1513 106.4 180.9 86.8
Other loans and advances 89.1 132.4 -20.3 182.9 107.5 183.1 27.5
Mortgages 1,170.3| 1,108.8] 13551 1,220.2| 1,163.0| 14789 1574.1
Consumer credit 89.7 61. 121. 90.9 57 85. 117.0

Source: Board of Governors of the Federal Reserve System.
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TABLE B—75.—Mortgage debt outstanding by type of property and of financing, 1949-2005

[Billions of dollars]

Nonfarm properties Nonfarm properties by type of mortgage
Government underwritten Conventional 2
End of year Al Farm Multi- | Com- :

orquarter | PrOPer- | proper- 1-to 4- family | mercial 1- to 4-family houses
ties ties Total family roner- | proner- 1-to 4-
houses | P tigs ptigs Total ! FHA VA Total family
Total insured agnl;taagd houses
1949 ... 62.3 5.6 56.7 37.3 8.6 10.8 17.1 15.0 6.9 8.1 39.6 22.3
1950 .. 72.7 6.0 66.6 451 10.1 11.5 22.1 18.8 85 10.3 146 26.2
1951 82.1 6.6 75.6 51.6 11.5 12.5 26.6 22.9 9.7 13.2 19.0 28.8
1952 91.4 12 84.2 58.6 12.3 134 29.3 254 10.8 14.6 55.0 332
1953 101.2 1.7 93.5 66.1 12.9 14.6 32.1 28.1 12.0 16.1 61.4 38.0
1954 1137 8.1 105.6 758 13.5 16.3 36.2 321 12.8 19.3 69.4 43.7
1955 130.1 9.0 121.1 88.4 14.3 18.4 429 389 14.3 246 78.1 49.5
1956 1447 9.8 134.8 99.2 14.9 20.8 47.8 439 15.5 284 87.0 55.3
1957 156.7 10.4 146.3 107.8 15.3 23.2 51.6 47.2 16.5 30.7 94.8 60.6
1958 172.0 11.1 160.9 117.9 16.8 26.2 55.2 50.1 19.7 304 105.8 67.8
1959 190.9 12.1 178.8 130.9 18.7 29.2 59.3 53.8 238 30.0 119.5 771
1960 207.5 12.8 194.7 1419 203 324 62.3 56.4 26.7 29.7 132.3 85.5
1961 228.1 13.9 214.2 154.7 23.0 36.5 65.6 59.1 29.5 29.6 148.6 95.5
1962 251.6 15.2 236.4 169.4 25.8 412 69.4 62.2 323 29.9 167.1 107.3
1963 218.7 16.8 261.9 186.6 29.0 46.3 734 65.9 35.0 30.9 188.5 120.7
1964 306.2 18.9 287.3 203.6 33.6 50.1 772 69.2 38.3 30.9 210.1 1343
1965 333.7 21.2 3125 220.8 37.2 54.5 81.2 731 42.0 311 231.3 147.6
1966 356.9 23.1 333.8 2333 403 60.3 84.1 76.1 448 313 249.7 157.2
1967 381.6 25.1 356.5 247.7 439 64.8 88.2 79.9 47.4 32.5 268.3 167.8
1968 4115 27.5 3839 265.2 473 714 934 84.4 50.6 33.8 290.5 180.8
1969 442.3 294 412.9 283.6 52.2 771 100.2 90.2 54.5 357 312.7 1934
1970 4744 30.5 4439 297.8 60.1 86.0 109.2 97.3 59.9 37.3 3347 200.6
1971 525.1 324 492.7 326.2 70.1 96.4 120.7 | 1052 65.7 39.5 372.0 221.0
1972 598.1 354 562.8 366.7 828 | 1133 131.1 | 113.0 68.2 447 4317 253.8
1973 6734 39.8 633.6 407.9 932 | 1326 135.0 | 116.2 66.2 50.0 498.6 291.6
1974 734.0 449 689.1 440.7 | 100.0 | 1483 140.2 | 1213 65.1 56.2 548.8 3194
1975 793.5 49.9 743.7 482.0 | 100.7 | 161.0 147.0 | 1277 66.1 61.6 596.7 354.2
1976 880.3 55.4 824.9 5448 | 1059 | 1742 154.0 | 1335 66.5 67.0 670.9 4113
1977 1,012.0 63.8 948.2 6406 | 1143 | 1933 161.7 | 1416 68.0 73.6 786.4 499.0
1978 1,164.6 72.8 1,091.9 752.2 | 1252 | 2145 1764 | 1534 714 82.0 915.5 598.8
1979 .. 1,330.0 86.8 1,243.3 868.8 | 1350 | 2394 199.0 | 1729 81.0 92.0| 1,0443 695.9
1980 .. 1,464.8 97.5 1,367.3 966.2 | 1411 | 259.9 2251 | 1952 936 | 101.6 | 1,1422 771.1
1981 1,590.1 | 107.2 14829 | 10441 1392 299.7 2389 | 2076 | 101.3| 106.2| 1,244.0 836.5
1982 1,6755 | 1113 1,564.2 | 10895 | 141.1| 3336 2489 2179 | 108.0 | 1099 | 13153 871.6
1983 1,869.1 | 1137 1,755.3 | 12116 | 1543 | 3894 279.8 | 2488 | 1274 1214| 14755 962.8
1984 2,113.1 | 1124 2,000.7 | 1,3514 | 1774 | 4719 2948 | 2659 | 1367 | 129.1| 17058 | 1,085.5
1985 2,376.8 | 1059 2,271.0 | 1,5235| 2059 | 5416 3283 | 2888 | 153.0| 1358 | 19427 | 12347
1986 2,663.3 95.1 2,568.3 | 1,7264 | 2393 | 6025 3705 | 3286 | 1855| 1431| 21978 | 13978
1987 3,001.5 87.7 29137 | 19536 | 262.1| 698.0 4314 3879 | 2355| 1524 | 24823 | 15657
1988 3,319.6 83.0 3,236.6 | 2,188.1| 279.0 | 769.6 459.7 | 4142 | 2588 | 1554 | 27769 | 17739
1989 3,591.3 80.5 3,510.8 | 2,4215| 2899 | 7995 486.8 | 440.1| 2828 | 157.3| 3,024.0 | 19814
1990 3,807.4 789 3,7285| 2,619.5| 2883 | 8207 517.9 | 4709 | 3109 | 160.0| 32105 | 2,148.6
1991 3,952.9 79.2 3,873.7 | 2,781.7 | 2849 | 807.1 537.2 | 4933 | 3306 | 1627 | 33364 | 228384
1992 4,062.5 79.7 39827 | 29473 | 2720 | 7634 5333 | 489.8| 3260 | 163.8| 34494 | 2457.6
1993 41957 80.7 41150 | 3,106.0 | 269.1| 739.9 5134 | 469.5| 3032 | 1662 | 36016 | 2,636.6
1994 4363.4 83.3 42800 | 3283.2| 2696 | 727.2 559.3 | 514.2| 3368 | 177.3| 3,720.7 | 2,769.0
1995 4550.2 85.0 44652 | 3451.2| 2755 7385 584.3 | 537.1| 3523 | 1847 38810 | 29142
1996 4819.5 87.6 47319 | 36747 | 288.0| 769.2 6203 | 5712 3792 | 192.0| 41116 | 31035
1997 5,133.1 90.4 5042.8 | 39100 | 3011 | 8317 656.7 | 6057 | 4057 | 200.0| 4,386.1| 33043
1998 56115 96.7 55148 | 42585 | 3345 9219 674.1 | 6238 | 417.9| 2059 | 48408 | 36347
1999 62152 | 1039 6,111.3 | 4,673.9 | 3758 | 1,061.6 7315 678.8| 4623 | 2165| 53798 | 3,995.1
2000 6,760.5 | 110.2 6,650.3 | 50752 | 4056 | 1,169.4 7731 7200 | 499.9 | 220.1| 5877.2| 43553
2001 74210 1178 7,303.1 | 5571.3 | 447.8 | 1,284.0 7727 | 7185| 4974 | 221.2| 65305 | 48528
2002 8243.0 | 1255 8117.5 | 6,244.1 | 486.7 | 1,386.7 7593 | 7040 | 4862 | 217.7| 7,358.2| 55402
2003 9,2350 | 133.6 9,101.5 | 7,026.1 | 557.2 | 1,518.2 709.2 | 6533 | 4387 | 2146| 83923 | 63728
4632 | 1417 10321.5| 8,013.7 | 609.0 | 1,698.8 661.5| 6054 | 398.1| 207.3| 9,660.0 | 7,084
0.1| 1353 9,354.8 | 7,2353 | 564.8 | 15547 702.1 | 646.3| 4332 | 213.1| 86527 | 6,589.0
776.7 | 1383 9,638.4 | 74658 | 582.0 | 1,590.5 687.6 | 6317 | 4220 209.7| 8950.8 | 6,834.2
. 140.5| 10,001.6 | 7,768.3 | 594.0 | 1,639.3 676.2 | 6203 | 4116| 208.7| 93254 | 7,1480
141.7| 10,321.5| 8,013.7 | 609.0 | 1,698.8 661.5| 6054 | 3981 | 207.3| 9,660.0 | 7,084
10,716.1 | 143.0 | 10,573.1 | 82102 | 617.6 | 17453 647.9 | 5916 | 386.1| 2055| 99252 | 76186
11,0939 | 1462 | 10,947.7 | 85020 | 632418133 6334 | 5772\ 3727| 2044103143 | 79248
11,499.7 | 1483 | 11,3514 | 8821. 641.6 | 1,888.3 619.1 | 5625 | 359.3| 2032 10,7323 | 8259.0

Hncludes FHA insured multifamily properties, not shown separately.

2Derived figures. Total includes multifamily properties, not shown separately, and commercial properties not shown here but are the same

as nonfarm properties—commercial properties.

Source: Board of Governors of the Federal Reserve System, based on data from various Government and private organizations.
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TABLE B—76.—Mortgage debt outstanding by holder, 1949-2005
[Billions of dollars]

Major financial institutions Other holders
Life Federal :
End of year Total Savin - Indi-
gs Commer- insur- and ;

or quarter Total itnstitul- bCiil ) ance related wgggls
ions anks com- agen- 4

panies cies? others
429 18.3 11.6 12.9 2.0 17.5
51.7 21.9 13.7 16.1 2.6 18.4
59.5 25.5 14.7 19.3 3.3 19.3
67.0 29.8 16.0 213 3.9 204
75.1 348 17.0 233 44 21.7
85.8 411 18.7 26.0 47 232
99.5 18.9 212 29.4 53 253
1114 55.5 22.9 33.0 6.2 27.1
120.0 61.2 23.6 352 1.7 29.1
1317 68.9 258 37.1 8.0 323
145.6 78.1 282 39.2 10.2 351
157.6 86.9 28.9 418 115 384
172.7 98.0 30.6 442 12.2 431
192.6 1111 34.7 46.9 12.6 46.3
217.4 127.2 39.6 50.5 11.8 49.5
241.3 1419 443 55.2 12.2 52.7
265.0 154.9 50.0 60.0 135 55.2
281.2 161.8 54.8 64.6 17.5 58.2
299.2 172.3 59.5 67.4 20.9 61.4
3203 184.3 66.1 70.0 25.1 66.1
339.8 196.4 714 72.0 311 714
356.7 208.3 74.1 744 383 79.4
395.2 236.2 834 75.5 46.3 83.6
450.8 273.6 100.2 76.9 54.5 92.8
506.3 305.0 120.1 81.3 64.7 102.4
544.1 324.2 133.6 86.2 82.2 107.7
582.9 355.8 137.9 89.2 101.1 109.6
649.3 404.6 153.1 91.6 116.7 114.4
747.0 469.4 180.8 96.8 140.5 124.5
849.8 528.0 215.7 106.2 170.6 144.3
939.9 574.6 246.9 1184 216.0 174.2
998.6 603.1 264.5 131.1 256.8 209.4
1,042.8 618.5 286.5 137.7 289.4 257.9
1,023.4 578.1 3034 142.0 3554 296.7
1,109.9 626.6 3323 151.0 4333 325.8
1,247.8 709.7 381.4 156.7 490.6 374.7
1,363.5 760.5 431.2 171.8 580.9 432.4
1,476.5 778.0 504.7 193.8 733.7 453.1
1,667.6 860.5 594.8 2124 857.9 475.9
1,834.3 924.5 676.9 2329 937.8 547.6
1,935.2 910.3 770.7 254.2 1,067.3 588.8
1,918.8 801.6 849.3 267.9 1,258.9 629.7
1,846.2 705.4 881.3 259.5 1,422.5 684.2
1,770.4 627.9 900.5 242.0 ,558.1 7339
1,770.1 598.4 947.8 223.9 1,682.8 7428
1,824.7 596.2 1,012.7 2158 1,788.0 750.7
1,900.1 596.8 1,090.2 213.1 1,878.7 771.5
1,981.9 628.3 1,1454 208.2 2,006.1 831.5
2,084.0 631.8 1,245.3 206.8 2,1114 937.7
2,194.6 644.0 1,337.0 213.6 2,310.9 1,106.1
2,394.3 668.1 1,495.4 230.8 2,613.3 ,207.
2,619.0 723.0 1,660.1 2359 2,834.4 1,307.1
2,790.9 758.0 1,789.8 243.0 3,205.0 1,425.1
3,089.4 781.0 2,058.4 250.0 3,592.2 1,561.4
3,387.2 870.2 2,256.0 260.9 4,026.3 1,821.6
3,925.7 1,057.0 2,595.3 2733 4,096.0 24415
3,517.8 926.3 2,329.3 262.2 4,053.3 1,919.0
3,665.3 965.3 2,435.9 264.1 4,067.0 2,044.4
1,007.9 2,517.4 267.9 4,092.1 ,256.
10,463.2 3,925.7 1,057.0 2,595.3 273.3 4,096.0 2,441.5
10,716.1 4,033.1 1,068.0 2,690.4 274.7 4,101.7 2,581.2
11,093.9 4,181.2 1,1129 2,790.4 277.8 4,121.1 2,791.6
11,499.7 43175 1,140.8 2,896.2 280.5 4,167.3 3,014.9

!ncludes savings banks and savings and loan associations. Data reported by Federal Savings and Loan Insurance Corporation-insured
institutions include loans in process for 1987 and exclude loans in process beginning 19

2|ncludes loans held by nondeposit trust companies, but not by bank trust departments

3Includes Ginnie Mae—Government National Mortgage Association (GNMA), Federal Housing Administration, Veterans Administration, Farm-
ers Home Administration (FmHA), Federal Deposit Insurance Corporation, Resolution Trust Corporation (through 1995), and in earlier years Re-
construction Finance Corporatwn Homeowners Loan Corporation, Federal Farm Mortgage Corporation, and Public Housmg Administration. Also
includes U.S.-sponsored agencies such as Fannie Mae—Federal National Mortgage Association (FNMA), Federal Land Banks, Freddie Mac—
Federal Home Loan Mortgage Corporation (FHLMC), Federal Agricultural Mortgage Corporation (beginning 1994), Federal Home Loan Banks
(beginning 1997), and mortgage pass-through securities issued or guaranteed by GNMA, FHLMC FNMA or FmHA. Other U.S. agencies
(amounts small or current separate data not readily available) included with “individuals and others.”

4Includes private mortgage pools.

Source: Board of Governors of the Federal Reserve System, based on data from various Government and private organizations.
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TABLE B—77.—Consumer credit outstanding, 1955-2005
[Amount outstanding (end of month); millions of dollars, seasonally adjusted]

Total
Year and month consumer Revolving Nonrevolving 2
credit
December:

1955 41,869.0 41,869.0
1956 45,4482 45448.2
1957 48,078.3 48,0783
1958 48,3943 48,3943
1959 56,010.7 56,010.7
1960 60,025.3 60,025.3
1961 62,248.5 62,248.5
1962 68,126.7 68,126.7
1963 76,581.4 76,581.4
1964 85,959.6 85,959.6
1965 95,954.7 95,954.7
1966 101,788.2 101,788.2

1967 106,842.6 ,842.
1968 117,399.1 5 115,357.5
1969 127,156.2 4.8 123,551.3
1970 131,551.6 1.5 126,590.1
1971 146,930.2 5.3 138,684.8
1972 166,189.1 9.2 156,809.9
1973 190,086.3 2.2 178,744.1
1974 198,917.8 1.3 185,676.6
1975 204,002.0 5.3 189,506.7
1976 225,721.6 9.1 209,232.5
1977 260,562.7 48 223,147.9
1978 306,100.4 1.0 260,409.4
1979 348 589.1 53,596.4 294,992.7
1980 351,920.1 54,970.1 296,950.0
1981 371,301.4 60,928.0 310,373.4
1982 389,848.7 66,348.3 323,500.4
1983 437,068.9 79,027.2 358,041.6
1984 517,279.0 100,385.6 416,893.3
1985 599,711.2 124,465.8 4752454
1986 654,750.2 141,068.2 513,682.1
1987 686,318.8 160,853.9 525,464.9
19883 731,917.8 184,593.1 547,324.6
1989 794,612.2 211,229.8 583,382.3
1990 808,230.6 238,642.6 569,587.9
1991 798,029.0 263,768.6 534,260.4
1992 806,118 278,449.7 527,669.0
1993 865,650.6 309,908.0 555,742.6
1994 997,126.9 365,569.6 631,557.3
1995 1, 140 994.5 443,491.8 697,502.7
1996 1,242,8625 499,624.6 743,238.0
1997 1,320.091.3 536,721.0 783,370.3
1998 1, 415 781.3 576,468.3 839 319.0
1999 1, 528 029.3 604,468.1 923 561.2
2000 1,704,510.1 675,653.3 1,028,856.8
2001 1,835,563.3 713,328.0 1,122,235.2
2002 1,921,852.1 732,665.2 1,189,186.9
2003 2,009,850.0 752,792.4 1,257,057.6
2004 2,098,996.3 781,056.6 1,317,939.7
2004:Jan 2,019,751.2 755,543.9 1,264,207.3
Feb 2,023,358.1 756,004.8 1,267,353.3
Mar 2,032,067.5 759,615.4 1,272,452.1
Apr 2,029,622.2 750,513.3 1,279,109.0
May 2,034,662.6 751,621.6 1,283,041.0
June 2,046,968.9 759.878.4 1,287,090.5
July 2,055,657.4 766,641.2 1,289,016.2
Aug 2,063.693.1 769,423.1 1,294,270.0
Sept 2,076,716.0 777,305.3 1,299,410.6

Oct ,094,537.5 86,238.3 1,308,299.
Nov 2,092,756.0 779,498.5 1,313,257.5
Dec 2, 098 996.3 781,056.6 1,317,939.7
2005:Jan 2,104,393.5 786,449.1 1,317,944.4
Feb 2,109,642.4 783,443.8 1,326,198.6
Mar 2,113,397.8 780,426.9 1,332,970.9
Apr 2,124,650.7 785,864.5 1,338,786.3
May 2,125,589.9 784,684.4 1,340,905.5
June 2,136,441.6 789,323.1 1,347,118.5
July 2,148,412.9 790,680.1 1,357,732.8
Aug 2,160,082.4 795,340.6 1,364,741.8
Sept 2,165,048.7 800,665.2 1,364,383.4
Oct 2,156,644.4 798,802.8 1,357,841.6
Nov» 2,155,995.6 799,138.0 1,356,857.6

! Covers most short- and intermediate-term credit extended to individuals. Credit secured by real estate is excluded.
2|Includes automobile loans and all other loans not included in revolving credit, such as loans for mobile homes, education, boats, trailers,
or vacations. These loans may be secured or unsecured. Beginning 1977 includes student loans extended by the Federal Government and by

SLM Holding Corporation.
3Data newly available in January 1989 result in breaks in these series between December 1988 and subsequent months.

Source: Board of Governors of the Federal Reserve System.
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GOVERNMENT FINANCE

TABLE B—78.—Federal receipts, outlays, surplus or deficit, and debt, fiscal years, 1940-2007
[Billions of dollars; fiscal years]

Total On-budget Off-budget Federal debt Adden-
(end of period) gum:
. . Surplus Surplus Surplus ross
Fiscal year or period Re or Re or Re or Held b domes-
- - . y J
ceipts | QU1 | geficit | ceipts | QUS| geficit | ceipts | US| geficit || (G055 | Tihe tie,
- &) &) public || Prof
-2.9 6.0 9.5 -35 06 =00 0.6 50.7 4238 96.8
-4.9 80 136 -5.6 7 0 7 57.5 48.2 114.1
=205 13.7| 31| -213 9 1 8 79.2 67.8 144.3
-546| 229| 785| -55.6 11 1 1.0 142.6| 12738 180.3
-47.6| 425 912| 487 1.3 1 1.2 204.1 184.8 209.2
-476| 438| 926| -48.7 1.3 1 1.2 260.1 2352 2214
-159| 381| 5501 -17.0 1.2 2 1.0 27101 2419 2227
40 371| 342 2.9 15 3 1.2 257.11 2243 2332
118 399 294 105 1.6 4 1.2 2520 2163 256.0
6| 377 384 -1 1.7 4 13 2526 2143 2711
=31 373 420 -4.7 2.1 5 1.6 2569 219.0 273.0
6.1| 485| 442 4.3 3.1 1.3 1.8 2553 2143 320.6
-15| 626] 66.0 =34 3.6 1.7 1.9 259.11 214.8 348.6
-6.5| 655 738 -8.3 4.1 2.3 1.8 2660 2184 3729
-12| 651| 679 -2.8 4.6 2.9 1.7 2708 | 2245 377.3
=30 604| 645 -4.1 5.1 4.0 1.1 27441 226.6 394.6
39| 682| 657 2.5 6.4 5.0 15 2127 2222 427.2
34| 732| 706 2.6 6.8 6.0 8 2723 2193 450.3
-28| 716 749 -3.3 8.0 7.5 5 279.7 226.3 460.5
-128| 710| 81| -l21 8.3 9.0 -7 2875 2347 491.5
3 819 81.3 5 10.6 10.9 -2 290.5 236.8 517.9
-3.3 82.3 86.0 -3.8 12.1 11.7 A4 292.6 2384 530.8
-7.1 87.4 93.3 -59 123 135 -13 302.9 248.0 567.6
4.8 92.4 96.4 4.0 142 15.0 -8 310.3 254.0 598.7
=59 96.2| 102.8 -6.5 16.4 15.7 .6 316.1 256.8 640.4
-1.41 100.1| 10L.7 -1.6 16.7 16.5 2 3223 260.8 687.1
=3.7| 111.7| 1148 =3.1 19.1 19.7 -6 328.5 263.7 752.9
-8.6| 1244| 137.0 -12.6 24.4 20.4 4.0 340.4 266.6 811.8
-25.2| 128.1| 155.8 -21.7 249 22.3 2.6 368.7 289.5 866.6
32| 157.9] 1584 -5 29.0 252 3.7 365.8 278.1 948.6
-2.8| 159.3| 168.0 87| 335 216 5.9 3809 283.2| 1,012.2
-23.0| 151.3| 177.3| -26.1| 358| 328 3.0 408.2| 303.0( 1,079.9
-234| 1674| 1935 -261| 399| 372 2.1 4359| 32241 11783
-149| 184.7| 200.0| -152| 46.1| 457 3 466.3| 3409 1,307.6
-6.1| 209.3| 216.5 -7.2| 539| 529 11 483.9| 34371 14393
-532| 216.6| 2708 -54.1| 625 616 9 54191 3947 1,560.7
-73.7| 231.7| 3011 -694| 664| 707 4.3 629.0 4774\ 1,736.5
147 632 773| -l41 180 187 -1 6436 4955 456.7
-53.7| 278.7| 3287| -49.9| 768| 805 =37 706.4 |  549.1 19743
-59.2| 314.2| 369.6| -554| 854| 89.2 -38 776.6 | 607.1| 2217.0
-40.7| 3653| 4049| -39.6| 98.0| 99.1 -1.1 829.5| 640.3|| 2,500.7
-73.8| 403.9| 477.0f -73.1| 1132| 1139 -7 909.0 7119 2,726.7
-79.0| 469.1| 543.0| -73.9| 1302| 1353 -5.1 994.8| 789.4 | 3,054.7
-128.0| 4743| 5949| -120.6| 143.5| 1509 74| 1137.3| 9246|| 3,227.6
-207.8| 453.2| 6609| -207.7| 147.3| 1474 =-1|| 1371.7] 1,137.3| 3,440.7
-1854| 5004| 685.7| -1853| 166.1| 166.2 -1]| 1564.6]| 1,307.0| 3,840.2
-212.3| 547.9| 769.4| -2215| 186.2| 176.9 9.2 1817.4| 1507.3|| 4,415
-2212| 569.0| 806.9| -237.9| 200.2| 1835 16.7(| 2,120.5| 1,7406| 44124
-149.7| 641.0| 809.3| -1684| 2134| 1948 186 2,2346.0| 1,889.8| 4,647.1
-155.2| 667.8| 860.1| -192.3| 241.5| 2044 37.11| 2,601.1| 2,051.6 | 5,008.6
-152.6| 727.5| 9329| -2054| 263.7| 2109 528 2,867.8| 2,190.7 || 5,400.5
-221.0| 750.4(1,028.1| -277.6| 281.7| 2251 56.6|| 3,206.3| 2,411.6|| 5,735.4
-269.2| 761.2|1,082.6| -321.4| 2939| 2417 52.2|| 3,598.2| 2,689.0|| 5,935.1
-290.3| 788.9(1,129.3| -340.4| 3024| 2523 50.1|| 4,001.8| 2,999.7|| 6,239.9
-255.1| 8425(1,1429| -3004| 311.9| 266.6 4531 4,351.0| 3,248.41| 6,575.5
-203.2| 923.7|1,182.5| -258.8| 335.0| 2794 55.7|| 4,643.3| 3,433.1|| 6,961.3
-164.01 1,000.9 | 1,227.2| -226.4| 351.1| 288.7 624 4920.6| 3,604.4| 7,3258
-107.4| 1,085.7 | 1,259.7| -174.0| 367.5| 300.9 66.6|| 5181.5| 3,734.1|| 7,694.1
-21.9(1,187.4|1,290.7| -103.2| 392.0| 310.6 814\ 5369.2| 3,772.3|| 81824
69.3|1,306.2 | 1,336.1 -29.9| 4158| 316.6 99.2|| 5478.2| 3,721.11|| 8,627.9
125.6{1,383.2|1,381.3 19| 4445| 3208 1237 5605.5| 3,632.41| 9,125.3
236.2| 1,544.9| 1,458.5 86.4| 480.6| 330.8| 149.8| 5628.7| 3,409.8| 9,709.8
128.2|1,4839(1516.4| -32.4| 507.5| 346.8| 160.7| 5769.9| 3319.6|10,057.9
-157.811,338.1| 1,655.5| -317.4| 5153| 355.7| 159.7| 6,198.4| 3,540.4 | 10,377.4
-377.6(1,258.7|1,797.1| -538.4| 523.8| 363.0/ 160.8| 6,760.0| 3,913.4| 10,805.5
—-412.711,3455|1,9135| -568.0| 534.7| 379.5| 1552| 7,354.7| 4,295.5]| 11,546.0
-3183|1576.4|2,0700| -493.6| 577.5| 402.2| 1753 7,905.3| 4,592.2 | 12,290.4
—-4232(16755|2,277.7| -602.1| 610.0| 431.0/ 179.0|| 8611.5| 50189 13,030.2
-354.2(1,773.5|2,317.0| -543.4| 642.3| 453.1 189.2 || 9,295.4| 5,391.5|| 13,760.9
)

See Budget of the United States Government, Fiscal Year 2007, for additional information.
Sources: Department of Commerce (Bureau of Economic Analysis), Department of the Treasury, and Office of Management and Budget.
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TABLE B—79.—Federal receipts, outlays, surplus or deficit, and debt, as percent of gross domestic
product, fiscal years 1934-2007

[Percent; fiscal years]

Outlays surol Federal debt (end of period)
. . ; urplus or
Fiscal year or period Receipts Total National | deficit () Gross Held by
defense Federal public

48 10.7 -5.9

52 9.2 4.0

5.0 10.5 5.5

6.1 8.6 =25

16 1.1 -1
7.1 10.3 -32 54.2 16.6
6.8 9.8 1.7 -3.0 524 442
1.6 12.0 5.6 4.3 50.4 42.3
10.1 243 17.8 -142 549 47.0
13.3 436 37.0 -30.3 79.1 709
20.9 436 37.8 -22.1 97.6 88.3
204 419 37.5 =215 117.5 106.2
17.6 248 19.2 -1.2 1217 108.6
16.5 14.8 55 1.7 1103 96.2
16.2 11.6 3.6 46 98.4 84.5
14.5 14.3 49 2 93.2 79.1
14.4 15.6 5.0 -1.1 94.1 80.2
16.1 14.2 74 1.9 79.6 66.9
19.0 19.4 13.2 -4 743 61.6
18.7 204 14.2 -1.7 713 58.6
18.5 18.8 13.1 -3 71.8 59.5
16.6 17.3 10.8 -8 69.5 57.4
17.5 16.5 10.0 9 63.8 52.0
17.8 17.0 10.1 8 60.5 48.7
17.3 17.9 10.2 -6 60.7 49.2
16.1 18.7 10.0 -2.6 58.5 47.8
17.9 17.8 9.3 1 56.1 457
17.8 18.4 9.3 -6 55.1 449
17.6 18.8 9.2 -13 53.4 437
17.8 18.6 89 -8 51.8 124
17.6 18.5 8.6 -9 494 40.1
17.0 17.2 74 -2 46.9 38.0
17.4 17.9 1.1 -5 43.6 35.0
18.3 19.4 8.8 -11 419 32.8
17.7 20.6 9.5 -29 12,5 334
19.7 194 8.7 3 38.6 293
19.0 19.3 81 -3 376 28.0
17.3 19.5 7.3 =21 37.8 28.1
17.6 19.6 6.7 =20 37.0 274
17.7 18.8 59 -11 357 26.1
18.3 18.7 55 -4 33.6 239
17.9 213 55 -34 34.7 253
17.2 214 52 4.2 36.2 21.5
17.8 21.0 49 -32 35.2 27.1
18.0 20.7 49 -2.7 358 21.8
18.0 20.7 47 =27 35.0 274
18.5 20.2 47 -16 332 256
19.0 21.1 49 =27 33.3 26.1
19.6 22.2 5.2 -2.6 32.6 25.8
19.1 23.1 5.7 -4.0 352 28.6
17.5 23.5 6.1 -6.0 39.9 33.1
17.4 22.2 5.9 4.8 40.7 34.0
17.7 22.9 6.1 -5.1 43.9 36.4
17.4 22.4 6.2 -5.0 48.1 394
184 21.6 6.1 =32 50.5 40.7
18.2 21.3 5.8 -3.1 51.9 41.0
18.4 212 5.6 -2.8 53.1 40.6
18.0 21.8 52 -39 55.9 42.0
17.8 223 46 4.5 60.6 453
17.5 22.1 48 4.7 64.1 18.1
17.6 214 44 -39 66.2 194
18.1 21.0 4.0 =29 66.7 19.3
18.5 20.7 3.7 2.2 67.2 49.2
18.9 203 35 -14 67.3 48.5
19.3 19.6 33 -3 65.6 6.1
20.0 19.2 31 8 63.5 131
20.0 18.7 3.0 14 61.4 39.8
20.9 18.4 3.0 24 58.0 351
19.8 18.5 3.0 1.3 574 33.0
17.9 19.4 34 -15 59.7 341
16.5 20.0 37 -35 62.6 36.2
16.3 19.9 39 -36 63.7 37.2
17.5 20.1 4.0 -26 64.3 374
2006 17.5 20.8 41 -32 66.1 385
2007 (estimates) . 17.6 20.1 38 -26 67.5 39.2

Note.—See Note, Table B—78.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—80.—Federal receipts and outlays, by major category, and surplus or deficit, fiscal years
1940-2007
[Billions of dollars; fiscal years]

Receipts (on-budget and off-budget) Outlays (on-budget and off-budget) Surplus
Social National o

Fiscal vear Indi- | Cor- | insur- defense | Inter- deficit
ory vid- | pora-| ance na- IV Social| et (on-
period Total | Ual | tion | and ) grper! qotal Depart- ton- | yeaitn | Medi- | come | coc- | inter- | Other budget
in- in- | retire- ment of | @ care | secu- | "t | Vot and
come | come | ment Total Defense af- rity y off-

taxes | taxes ceriepts military fairs budget)

2 18| 27 95 17 01 01 15 00| 09 53 -2.9

1 19/ 33| 137/ 64 1 1 19 1 9] 41 -4.9

7 25| 42| 31| 257 1.0 1 18 A0 Ll 54 -20.5

.6 30/ 49 786 66.7 13 1 17 20 15 70 -54.6

14.8 35 57/ 913 791 14 2 15 2| 22| 66 -47.6

16.0 35 73] 927| 83.0 19 2 11 3031 31 -47.6

119 31| 82 552| 427 19 2 24 Al 41 36 -15.9

.6 34| 85 345 128 5.8 2 2.8 S50 42| 82 4.0

7 38/ 88| 298| 91 46 2 2.5 6] 43| 85 118

112 38/ 89 388 132 6.1 2 32 gl 45 111 6

4 43| 89 426 137 47 3 4.1 8| 4.8 142 -3.1

1 57| 10.2| 455/ 236 3.6 3 34| 16) 47| 84 6.1

2 6.4| 106/ 67.7| 46.1 2.7 3 371 21) 47] 81 -15

2 6.8/ 11.7) 76.1| 52.8 2.1 3 38 27] 52| 91 -6.5

.1 7.2) 119] 709 493 1.6 3 440 34) 48] 71 -1.2

9 7.9] 11.0| 684 42.7 2.2 3 511 44/ 49 89 -3.0

.9 93| 122/ 706 425 2.4 4 47 55 51| 101 3.9

2| 100 13.2| 76.6| 454 3.1 5 54/ 6.7/ 54| 101 3.4

10 11.2| 13.6] 824| 46.8 34 5 7.5/ 82| 56/ 103 -2.8

30 1L7| 135 92.1] 49.0 3.1 7 82| 97| 58 155 -12.8

5l 147) 156 922| 481 3.0 8 74) 116/ 6.9 144 3

0] 164| 157| 97.7| 496 3.2 9 9.7| 125/ 6.7| 152 -3.3

.50 17.0] 16.5| 106.8| 52.3 56| 1.2 92| 144) 69| 172 -7.1

6] 19.8| 17.6| 111.3| 534 53| 15 9.3] 158/ 7.7 183 -4.8

5| 22.0] 185 1185 54.8 49/ 18 9.7| 166/ 8.2 226 -5.9

5| 222| 203 1182 50.6 53 1.8 .| 95| 175 86| 250 -14

1) 255 19.8] 1345 58.1 56| 25/ 01} 97| 207\ 94| 285 -3.1

0] 326| 20.7| 1575 714 56| 3.4 27| 103] 217 103 32.1 -8.6

Jl 339 217 178.1] 819 53| 44) 46| 11.8] 239| 11.1] 351 -25.2

Jl 0 39.00 239 183.6] 825 46| 52| 57| 13.1| 27.3] 12.7| 326 3.2

8| 444| 252 1956| 817 43| 59| 6.2| 157| 303| 144| 372 -2.8

8| 47.3| 268/ 210.2| 789 42| 68| 6.6/ 229 359 14.8| 40.0 -23.0

2| 526| 271.8/ 230.7| 79.2 48| 87| 75| 21.7| 40.2| 155 473 -234

2| 63.1| 283 245.7| 76.7 41\ 94| 81| 283 49.1] 17.3| 5238 -14.9

6| 75.1| 30.6| 269.4| 79.3 57| 10.7] 9.6| 33.7| 559| 21.4| 529 -6.1

6| 845 315 3323 865 7.1) 129 129| 50.2| 64.7| 23.2| 748 -53.2

Al 90.8| 34.3] 371.8| 89.6 6.4| 157 15.8| 60.8] 73.9| 26.7| 82.7 -13.7

Transition

quarter ... | 81.2 85| 252 88| 96.0| 223 18 2.5 39| 43| 150/ 198/ 6.9 214 -147

1977 . 355.6 549/ 106.5| 36.6| 409.2| 97.2 5.1 6.4| 17.3] 19.3| 61.1| 851 29.9| 93.0 -53.7

1978 . 399.6 60.0 121.0] 37.7| 458.7| 104.5 2.3 7.5| 185 22.8| 61.5| 93.9| 35.5| 1147 -59.2

65.7 89| 40.8| 504.0| 1163 3.6 7.5| 20.5| 26.5| 66.4| 104.1| 42.6| 120.2 -40.7

64.6 7.8/ 50.6| 590.9| 134.0/ 1309| 12.7| 23.2| 32.1| 86.6| 1185/ 52.5/131.3 -73.8

61.1 2.7| 69.5| 6782| 157.5| 1563.9| 13.1| 26.9| 39.11100.3| 139.6| 68.8| 133.0 -79.0

49.2 15| 69.3] 745.7(185.3| 180.7| 12.3| 27.4| 46.6| 108.2| 156.0( 85.0| 125.0/ -128.0

37.0 0| 65.6] 808.4209.9| 2044| 11.8| 28.6| 52.6| 123.0 170.7| 89.8| 121.8| -207.8

56.9 71.8| 851.9| 227.4|  220. 159 304| 57.5|113.4]1782| 111.1] 117.9] -185.4

61.3 73.1| 946.4| 252.7| 245.1| 16.2| 33.5| 65.8| 129.0| 188.6| 129.5| 131.0| -212.3

63.1 73.2 273.4| 2654| 14.2| 359| 70.2| 120.6 198.8| 136.0| 141.4| -221.2

83.9 74.6/1,004.1| 282.0( 273.9| 11.6] 40.0| 75.1| 124.1) 207.4| 138.6| 125.3] -149.7

94.5 79.3/1,064.5 290.4|  281.9| 10.5| 44.5| 78.9|130.4| 219.3| 151.8| 138.8] -155.2

03.3 82.8/1,143.8/ 303.6| 294.8 9.6/ 48.4| 85.0|137.4] 232.5| 169.0| 158.4| -152.6

93.5 91.711,253.11 299.3| 289.7| 13.8| 57.7| 98.1| 148.7| 248.6| 184.3| 202.6| -221.0

98.1 93.211324.3] 273.3| 262.3| 15.9| 71.2| 1045 172.5| 269.0| 194.4| 223.6| —269.2

00.3 01.4/1,381.6| 298.4| 286.8| 16.1| 89.5 119.0| 199.6| 287.6| 199.3| 172.2| -290.3

7.5 99.0{1,409.5| 291.1|  278.5| 17.2| 99.4| 130.6| 210.0| 304.6| 198.7| 158.0 -255.1

. .81,461.9| 281.6| 268.6| 17.1| 107.1| 144.7| 217.2| 319.6| 202.9| 171.7| -203.2

1,515.9] 272.1]  259.4| 16.4| 115.4| 159.9| 223.8| 335.8| 232.1| 160.3| -164.0

1,560.6| 265.8]  253.1| 13.5 119.4| 174.2| 229.7| 349.7| 241.1| 167.3| -107.4

1,601.3 270.5| 2583| 15.2| 123.8] 190.0| 235.0| 365.3| 244.0| 157.4 -21.9

1,652.7| 268.5| 256.1| 13.1| 131.4| 192.8| 237.8| 379.2| 241.1| 188.8 69.3

1,702.0| 274.9] 261.3| 15.2| 141.1| 190.4| 242.5| 390.0| 229.8| 218.1 125.6

1,789.2| 294.5| 281.2| 17.2| 154.5 197.1| 253.7| 409.4| 222.9| 239.8 236.2

1,863.2| 304.9| 290.3| 16.5| 172.3| 217.4| 269.8| 433.0| 206.2| 243.3 128.2

2,011.2| 348.6| 332.0| 22.4|196.5| 230.9| 312.7| 456.0| 170.9| 273.2| -157.8

2,160.1| 404.9| 387.3| 21.2| 219.6| 249.4| 334.6| 474.7| 153.1| 302.6| -377.6

2,293.0( 455.9|  436.5| 26.9| 240.1| 269.4| 333.1| 495.5 160.2| 311.9] -412.7

2,472.2| 495.3| 474.2| 34.6| 250.6| 298.6| 345.8| 523.3| 184.0| 339.9] -318.3

2,708.7| 535.9|  512.1| 34.8| 268.8| 343.0| 360.6| 554.7| 220.1| 390.8| -423.2

2,770.1| 527.4]  504.9| 33.3| 280.9| 392.0| 367.2| 585.9| 247.3| 336.0| -354.2

1 Estimates.
Note.—See Note, Table B-78.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—81.—Federal receipts, outlays, surplus or deficit, and debt, fiscal years 2002—-2007
[Millions of dollars; fiscal years]

Actual Estimates
Description
2002 2003 2004 2005 2006 2007

RECEIPTS AND OUTLAYS:

Total receipts 1,853,395 | 1,782,532 | 1,880,279 | 2,153,859 | 2,285,491 | 24153852

Total outlays 2,011,153 | 2,160,117 | 2,293,006 | 2,472,205 | 2,708,677 | 2,770,097
Total surplus or defiCit (=) w...overveevereeerriiereceerriisseens -157,758 | 377,585 | -—412,727 | -318,346 | 423,186 | -354,245

On-budget receipts 1,338,074 | 1,258,690 | 1345534 | 1576383 | 1675526 | 1,773,533

On-budget outlays 1,655,491 | 1,797,108 | 1913495 | 2,069,994 | 2,277,667 | 2,316,952
On-budget surplus or deficit (=) oovrvveeervrrrrreeirsrrrreenns 317,417 | -538418 | -567,961 | -493,611 | -602,141 | -543419

Off-budget receipts 515,321 523,842 534,745 577,476 609,965 642,319

Off-budget outlays 355,662 363,009 379,511 402,211 431,010 453,145
Off-budget surplus or deficit (-) 159,659 160,833 155,234 175,265 178,955 189,174

OUTSTANDING DEBT, END OF PERIOD:

Gross Federal debt 6,198,401 | 6,760,014 | 7,354,673 | 7905316 | 8,611,473 | 9,295438
Held by Federal Government accounts ..........ccoc.cooeoee. 2,657,974 | 2,846,570 | 3,059,129 | 3,313,088 | 3,592,551 | 3,903,951
Held by the public 3,540,427 | 3,913,443 | 4295544 | 4,592,229 | 5,018,922 | 5,391,487

Federal Reserve System ... 604,191 656,116 700,341 736,360
Other 2,936,235 | 3,257,327 | 3,595,203 | 3,855,869

RECEIPTS: ON-BUDGET AND OFF-BUDGET ........ccocoovvveveurrennes 1,853,395 | 1,782,532 | 1,880,279 | 2,153,859 | 2,285,491 | 2,415,852

Individual income taxes 858,345 793,699 808,959 927,222 997,599 | 1,096,366

Corporation income taxes 148,044 131,778 189,371 278,282 277,122 260,567

Social insurance and retirement receipts .........cccoeceeiinnne 700,760 712,978 733,407 794,125 841,087 884,126
On-budget 185,439 189,136 198,662 216,649 231,122 241,807
Off-budget 515,321 523,842 534,745 577,476 609,965 642,319

Excise taxes 66,989 67,524 69,855 73,094 73,511 74,608

Estate and gift taxes 26,507 21,959 24,831 24,764 27,523 23,700

Customs duties and fees 18,602 19,862 21,083 23,379 25,887 28,069

Miscell receipts 34,148 34,732 32,773 32,993 42,762 48,416
Deposits of earnings by Federal

Reserve System 23,683 21,878 19,652 19,297 27,455 32,679
All other 10,465 12,854 13,121 13,696 15,307 15,737

OUTLAYS: ON-BUDGET AND OFF-BUDGET .........covvevvveveerrncnnes 2,011,153 | 2,160,117 | 2,293,006 | 2,472,205 | 2,708,677 | 2,770,097

National defense 348,555 404,920 455,908 495,335 535,943 527,428

International affairs 22,351 21,209 26,891 34,592 34,750 33,274

General science, space and technology .............ccoeovevvevennne 20,767 20,873 23,053 23,674 23,996 25,445

Energy 475 —735 —166 429 2,621 972

Natural resources and environment ...........c..cccooeeevveveisnrnnns 29,454 29,703 30,725 28,023 32,731 31,049

Agriculture 21,966 22,497 15,440 26,566 26,346 25,733

Commerce and housing Credit .........ooo.veeeeevereeossceeeneereseenns -399 735 5273 1,574 9,087 11,177
On-budget 252 5,980 9,403 9,365 7,665 7,749
0ff-budget -651 -5,245 -4,130 -1,791 1,422 3,428

Transportation 61,833 67,069 64,627 67,894 71,637 76,294

Community and regional development 12,981 18,850 15,822 26,264 52,025 28,159

Education, training, employment, and social services ........ 70,544 82,568 87,948 97,526 109,651 87,576

Health 196,544 219,576 240,134 250,612 268,789 280,941

Medicare 230,855 249,433 269,360 298,638 342,987 392,000

Income security 312,720 334,632 333,059 345,847 360,632 367,206

Social security 455,980 474,680 495,548 523,305 554,740 585,940
On-budget 13,969 13,279 14,348 16,526 16,032 18,314
Off-budget 442,011 461,401 481,200 506,779 538,708 567,626

Veterans benefits and SErvices ..........oromeeronncrinns 50,984 57,022 59,779 70,151 70,410 73,946

Administration of justice 35,061 35,340 45,576 40,019 41,342 44,344

General government 16,925 23,054 22,321 16,994 19,085 20,170

Net interest 170,949 153,073 160,245 183,986 220,053 247,315
On-budget 247,769 236,618 246,473 275,822 317,496 353,063
Off-budget -76,820 -83,545 —86,228 -91,836 —97,443 | -105,748

Al e 3,726 5,464

Undistributed offsetting receipts ........cccccooevvvvvvereccrririennenns -47,392 -54,382 -58,537 -65,224 72,374 -94,336
On-budget -38,514 —44,780 -47,206 -54,283 —60,697 -82,175
0ff-budget -8,878 -9,602 -11,331 -10,941 -11,677 -12,161

Note.—See Note, Table B—78.
Sources: Department of the Treasury and Office of Management and Budget.
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TABLE B—82.—Federal and State and local government curvent veceipts and expenditures, national
income and product accounts (NIPA), 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Total government Federal Government State and local government Agden-
um:
Grants-
Net i
Net in-aid
Net State and
Year or Federal to
Current | govern- Current Current local
quarter Current exvendi Current ; Govern- | Current p State
h pendi- ment h expendi- p expendi- | govern-
receipts tures saving receipts tures s?\?i?]t receipts tures ment Gggl
(NIPA) (NIPA% saving govern-
(NIPA) ments
71 87.0 83.6 33 40.6 36.9 38 38
115 93.9 86.7 7.2 445 40.2 43 4.0
6.9 95.5 92 26 48.1 43.8 43 45
78 103.6 101.1 25 52.0 46.8 52 5.0
11.1 111.8 106.4 54 56.0 50.3 5.7 5.6
14 111.8 110.8 1.0 61.3 54.9 6.4 6.5
9.9 120.9 117.6 33 66.5 60.0 6.5 1.2
10.0 137.9 135.7 23 74.9 67.2 7.8 10.1
24 146.9 156.2 -94 82.5 75.5 7.0 11.7
52 171.2 173.5 -2.3 93.5 86.0 1.5 12.7
16.7 192.5 183.8 8.7 105.5 97.5 8.0 14.6
-8.1 186.0 201.1 -15.2 120.1 113.0 7.1 19.3
-21.9 191.7 220.0 -28.4 134.9 1285 6.5 232
-8.8 220.1 2444 -24.4 158.4 142.8 15.6 317
44 250.4 261.7 -11.3 174.3 158.6 15.7 34.8
4.4 279.5 293.3 -13.8 188.1 178.7 93 36.3
—66.6 277.2 346.2 -69.0 209.6 207.1 25 45.1
444 322.5 374.3 -51.7 233.7 226.3 74 50.7
-31.0 363.4 407.5 441 259.9 246.8 13.1 56.6
-7.8 4235 450.0 -26.5 287.6 268.9 18.7 65.5
17 486.2 497.5 -11.3 3084 2954 13.0 66.3
148 532.1 585.7 -53.6 338.2 3294 8.8 723
457 619.4 672.7 -53.3 370.2 362.7 7.6 72.5
-134.1 616.6 748.5 -131.9 3914 393.6 2.2 69.5
-168.1 642.3 8154 -173.0 428.6 423.7 49 716
-144.1 709.0 877.1 -168.1 480.2 456.2 239 76.7
-152.6 7733 9 -175.0 521.1 198.7 223 80.9
-169.9 815.2 | 1,006.0 -190.8 561.6 540.7 21.0 87.6
-132.6 896.6 | 1,041.6 -145.0 590.6 578.1 12.4 83.9
-116.6 958.2 | 11,0927 -134.5 635.5 617.6 17.9 91.6
-109.3 | 1,0374| 1,167.5 -130.1 687.3 666.5 208 98.3
-164.8 | 1,081.5| 1,253.5 -172.0 737.8 7305 7.2 1114
-217.9 | 1,101.3 | 1,315.0 -213.7 789.2 7933 4.2 131.6
-296.7 | 1,147.2 | 14446 —-297.4 845.7 845.0 7 149.1
-272.6 | 1,2225| 1,496.0 -273.5 886.9 886.0 9 163.7
-201.9 | 1,320.8 | 1,533.1 -212.3 942.9 932.4 10.5 174.7
-184.9 | 1,406.5| 1,603.5 -197.0 0.2 8.2 12.0 184.1
-116.0 | 1,524.0 | 1,665.8 1418 | 10433 | 10175 258 191.2
-16.7 | 1,653.1| 17089 -55.8 | 1,097.4 | 10583 39.1 198.6
908 | 1,773.8| 17349 388 | 11632 | 1111.2 52.0 212.8
1540 | 1891.2| 1,787.6 1036 | 12367 | 11863 50.4 232.9
2394 | 2,053.8 | 18644 189.5 | 13195 | 1,269.5 50.0 2473
515 | 20162 | 1,969.5 46.7 | 1,373.0 | 13682 48 276.1
-282.1| 1,853.2 | 21011 -247.9 | 14101 | 14443 =342 304.6
-406.5| 1,868.6 | 2,251.4 -382.7| 1,488.6 | 15124 -23.8 339.1
-412.3 | 1,974.8 | 23813 —-406.5 | 15817 | 15875 -59 348.3
.............................. 25875 | i | e | 16859 | s 357.8
-2438 | 18459 | 2,054.4 -2085| 1,379.7 | 14150 -353 291.4
-276.5| 1,854.1| 2,095.5 —2414 | 13964 | 14315 -351 303.1
-278.7 | 1,856.1 ,103. —247.3 | 14227 | 14542 =314 306.6
-329.5| 1,856.6 | 2,151.1 —294.6 | 14417 | 14766 -34.9 317.2
-363.8 | 18814 | 21774 —-296.0 | 1,433.1| 1,500.9 -67.8 313.2
-399.9 | 1,896.3 | 2.270.1 -373.8 | 1,474.6 | 1,500.7 -26.1 344.6
-469.9 | 1,808.9 | 2,265.1 —456.2 | 1,507.6 | 1,521.4 -13.8 344.4
-392.5| 1,887.9 | 22929 —405.0 | 1,539.0 | 1,526.5 12.5 354.0
—4358 | 1917.8 | 2347.2 —429.3 | 1,546.8 | 1,553.2 -6.5 342.6
-415.0 | 1,951.4 | 23649 -4134 | 1,579.7 | 1,581.3 -1.6 349.9
-430.9 | 1,9754 | 2,387.0 -4116| 1,5745| 1,593.8 -19.3 341.9
-367.7 | 2,054.6 | 24262 -371.6 | 16257 | 1,621.7 4.0 358.7
2005:1 ... -290.9 | 2,196.6 | 24949 -2983 | 1,656.7 | 1,649.4 74 356.1
Il -276.1 | 2,227.9 | 25252 -297.3 | 1,694.9 | 16737 213 358.6
. —421.6 | 2,1485| 2,563.7 —-4152 | 1,684.3 | 1,690.8 -6.4 354.1
VP e | i | 39737 | s | s 2,606.2 | oo | e 1,729.9 | o 362.4

Note.—Federal grants-in-aid to State and local governments are reflected in Federal current expenditures and State and local current re-
ceipts. Total government current receipts and expenditures have been adjusted to eliminate this duplication.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—83.—Federal and State and local government current veceipts and expenditures, national

income and product accounts (NIPA), by major type, 1959-2005

[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts

Current expenditures

Current tax receipts tC‘(i)n-
(U= - Con- Net
Taxes tions Current Current
Yﬁghg{ Per- on Tao);]ES for C?Qje trans- sgi'gr?’ trans- |Interest g?r:leerq?-
q Total sonal produc- corpo- | BOVern- | o fer - fer pay- f
- po ceipts ex saving
current| oM rate | ment | “on re- pendi- | PaV- ments
taxes | 2nd in- | S0cial | pqcets| ceipts tures | MeNts
im- insur-
ports COme | “ance
42.3 411 236 138/ 03 0.8 1.0 80.7| 268 73 71
46.1 46| 227 164 27 9 9 833 280, 104 115
47.3 47.01 228 1700 29 1.1 8 88.2| 318 102 6.9
51.6 504 240 191} 32 1.2 9 96.8| 326/ 111 78
54.6 534 262 217) 34 1.3 14 102.7) 3411 120 11.1
52.1 57.3] 28.0 224 37 1.6 13 1086 349 129 74
57.7 60.8| 309 234 41 1.9 1.3 1159| 37.8] 137 9.9
66.4 633 337 313 47 2.2 1.0 132.0) 41.8] 151 10.0
73.0 68.0| 327 349] 55 2.5 9 149.7)  50.1] 164 24
87.0 76.5] 394 387 64 2.6 1.2 165.8| 581 18.8 52
104.5 840/ 397 441 7.0 2.7 1.0 1782 63.7] 202 16.7
103.1 91.5| 344| 464 82 2.9 0 190.2| 76.8] 231 -8.1
101.7{ 100.6| 37.7 5121 9.0 3.1 -2 2047\ 916 245 -21.9
1236 108.1| 419 59.2] 95 3.6 5 220.8| 102.2| 263 -8.8
13241 117.3] 493 755 11.6 3.9 -4 234.8| 11421 313 44
151.0f 125.0| 518 85.2| 144 4.5 -9 261.7| 1347 356 4.4
147.6] 1355| 509 89.3] 16.1 51 =32 294.6| 169.2| 40.0 —66.6
172.3] 146.6] 64.2| 101.3| 163 58 -18 316.6| 181.9| 46.3 444
1975 159.9] 73.0; 113.1] 184 6.8 -26 346.6| 1933 508 -31.0
229.4| 1712 835 1313 232 80/ -19 376.5| 207.9| 602 7.8
268.7| 180.4| 88.0] 152.7| 30.8 9.1 -26 412.3| 232.6] 729 1.7
298.9| 2007\ 84.8/ 166.2| 39.9| 107 -48 4659| 278.0 89.1 448
3452\ 236.0f 8.1 1957| 50.2| 123 -49 520.6| 314.2| 116.7 —45.7
35411 2413| 63.1] 2089| 589 148  -40 568.2| 350.5| 1389 -134.1
352.3| 2637\ 77.2 226.0/ 653] 168 -3.1 610.6| 378.4| 156.9 -168.1
3774 290.2| 94.0) 257.5| 743] 196/ -19 657.6| 390.9| 187.3 -144.1
4174 3085 96.5| 2814 84.0/ 23.0 8 720.2| 4157 2088 -152.6
437.3| 323.7| 106.5| 303.4| 89.8) 25.6 13 776.1| 4419| 216.3 -169.9
489.1) 347.9| 127.1| 323.1| 86.1] 26.8 1.2 815.2| 459.7| 230.8 -132.6
505.0{ 3749| 137.2] 3615/ 90.5| 282 25 852.8| 488.8| 2477 -116.6
566.1| 399.3| 141.5| 3852 94.3] 322 49 901.4| 533.1| 274.0 -109.3
592.8| 4255 140.6] 410.1) 98.7| 356 1.6 964.4| 586.1| 2953 -164.8
586.7| 457.5| 133.6] 430.2| 98.1| 446 5.7 1,014.1| 6225 312.7 -217.9
610.6| 483.8| 143.1] 455.0/ 90.5| 50.5 1.6 1,047.8| 7495 3132 -296.7
646.6| 503.4| 1654| 477.7) 87.6| 55.1 1.2 1,072.2| 796.3| 3136 -272.6
690.7| 545.6| 186.7| 508.2| 86.6] 59.5 8.6 1,104.1| 831.2| 3234 -201.9
744.1| 5582| 211.0 5328/ 92.1] 59.1 114 1,136.5| 8725 3546 -184.9
832.1| 581.1| 223.6] 555.2|100.2| 66.0 12.7 117111 921.4| 3653 -116.0
926.3| 612.0| 237.1] 587.2103.7| 679 12.6 1,216.6| 947.8| 3714 -16.7
1,027.0{ 639.8| 239.2| 624.2| 1024 755 10.3 1,256.0| 969.6| 372.4 90.8
1,107.5| 674.0| 2488 6614|1068 80.6 10.1 1,334.0{1,005.5] 357.3 154.0
. 1,235.7| 7089| 255.0| 702.7|117.4] 937 53 1,417.111,062.4| 362.8 2394
. 1,237.3| 7286| 194.9| 731.1|113.7| 1018 -14 1,501.6/1,160.6] 344.1 515
. 1,051.8| 762.8| 182.6] 750.0/ 98.4| 104.9 9 1,616.9|1,270.4| 315.1 -282.1
. 999.9| 801.4| 221.9| 776.6| 97.6/ 1109 13 1,736.7|1,340.0f 301.4 -406.5
. 1,049.1| 852.8| 258.9| 822.2| 99.0f 120.1] -3.0 1,843.4(1,423.4] 310.3 -412.3
1,206.9| 903.2|..........| 869.4|102.2| 108.4| -11.2 1,959.8(1,518.5| 341.3| 56.1]....ccccc.....
. 12,9342 1,063.2| 746.0| 1654| 747.1| 103.4| 1038 -16 1,573.1|1,248.6| 316.4 -243.8
. 12,9474 1,050.3| 757.9| 178.6] 751.1| 99.1| 1043 -12 1,604.3/1,263.0f 319.5 -276.5
.12,972.3 1,050.0( 7716 186.7] 751.1| 96.4| 105.2 4.0 1,624.9/1,274.1| 313.6 -278.1
. 12,981.1 1,043.8| 7755 199.9] 7509/ 94.9| 106.1 23 1,665.2|1,296.0f 311.0 -329.5
. 13,0013 1,024.3| 7838 214.1] 7658| 94.6| 107.7 41 1,705.5/1,316.1] 302.8 -363.8
. 13,026.3 1,026.9| 794.7| 212.3| 7736 97.3] 109.8 18 1,735.4|1,334.2| 300.7 -399.9
. 12,972.1 940.8| 806.6| 225.2| 780.7| 98.7| 1121 4 1,746.1/1,353.1] 298.4 -469.9
. 13,0729 1,007.6| 820.6| 236.3] 786.3] 99.6| 1142/ -11 1,759.7|1,356.5| 303.7 -392.5
13,1220 1,009.6| 837.1| 246.5| 806.3| 97.6] 1175 -16 1,805.8|1,407.1| 304.2 —-435.8
.. 13,1812 1,034.0( 847.8| 262.1| 813.0) 98.2| 1199 -22 1,830.1|1,416.2| 306.8 -415.0
.. 13,208.0 1,058.4| 855.5| 246.9| 8259| 99.2| 1172 -3.0 1,859.6(1,422.2| 313.8 -430.9
IV [3,321.6 1,094.3| 8709 280.1| 843.5| 101.0f 1257 -52 1,878.2| 1,448.0| 316.5 -367.7
2005:1 ... |3,497.2 1,171.4| 883.8| 348.1| 861.0|/101.2| 1282 6.1 1,9186(1,501.2] 317.8 -290.9
Il ... [3,564.3 1,206.0 900.1| 358.5| 864.9| 103.1| 130.1| -7.0 1,938.5/1,507.1| 342.6 -276.1
.. |3,478.8 1,215.9| 909.5| 346.2| 872.6| 102.2| 451 -228 1,988.6|1,512.4| 3433 -421.6
(L2 I 1,2343| 9193|.....| 879.2| 102.3| 1303 -88 1,993.7{1,553.1 361.4| 656.....

Yncludes taxes from the rest of the world, not shown separately.
2Includes an item for the difference between wage accruals and disbursements, not shown separately.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—84.—Federal Government current receipts and expenditures, national income and product
accounts (NIPA), 1959—2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts

Current expenditures

Current tax receipts Con-
T ttr_|bu» In- ¢ " Currlent Con- c " Flget |
axes ions urrent| surplus urren edera
Yeartor P on | Taxes | TS| come ST SUE SHOP) trans- '"te{' Sub- | Govern-
quarter | tota| er'| produc- | . 9" | govern- rg-t fer | govern-| Totalz | UOM | “fer | €U | 'sii | ment
Total! Cfﬁ?:m tion C?;?g ment Cen'ﬁs re- | ment p:r)](dl pay- "?eagts dies | saving

taxes ?r?]l»j in- ?r?scﬂl?l assets ceipts Srr]ltseers tures ments

ports | O™ | ‘ance
1959 .. 87.0 73.3 385 122| 225 134, 0.0 0.4 -0.1 83.6| 50.0 262 63 11 33
93.9 76.5 418 131 214 16.0] 14 A -3 86.7| 49.8 275 84| 11 12
95.5 71.5 42.7 132| 215 16.5 1.5 5 -5 92.8| 51.6 313 7.9 20 2.6
103.6 83.3 46.5 142| 225 186 1.7 5 -5/ 101.1] 57.8 323 86| 23 25
111.8 88.6 49.1 14.7| 24.6 210/ 18 .6 -3| 106.4| 60.8 341 93| 22 5.4
111.8 87.8 46.0 15,5 26.1 21.7 1.8 7 -3 110.8| 62.8 352 10.00 2.7 1.0
120.9 95.7 51.1 15,5 28.9 227) 19 1.1 -3| 1176 657 38.3] 10.6/ 3.0 33
137.9] 104.8 58.6 145 314 305 2.1 1.2 -6/ 135.7] 759 442) 11.6] 39 23
146.9 109.9 64.4 15.2| 30.0 3400 25 1.1 -6 156.2| 87.1 52.6| 12.7| 38| -94
171.2| 129.8 76.4 17.0) 36.1 378| 29 1.1 -3| 1735 954 59.3| 14.6| 41| -23
192.5| 146.1 91.7 17.9] 36.1 431 27 1.1 -5 183.8| 984 65.1| 158/ 45 8.7
186.0| 138.0 88.9 182| 30.6 453 3.1 1.1 -1.5| 201.1| 98.6 80.0| 17.7| 48| -15.2
191.7| 1387 85.8 19.1] 335 50.0] 3.5 1.1 -1.6| 220.0| 102.0 95.5| 17.9| 46| -284
220.1 158.4 102.8 18.6| 36.6 57.9] 3.6 1.3 -1.1| 244.4| 107.7 1119 18.8| 6.6| -24.4
2504 173.1) 109.6 19.9| 433 740/ 38 1.3 -1.8| 261.7|108.9| 124.9| 22.8| 51| -11.3
279.5) 192.2) 1265 202| 451 835 4.2 1.4 -1.8| 293.3| 118.0| 145.7] 26.0| 3.2| -13.8
2712 187.0 120.7 222 436 875 49 1.5 -3.6| 346.2| 129.6 183.5| 28.9| 43| -69.0
3225 2181 1412 216| 546 99.1] 59 1.6 -2.2| 374.3|137.2| 1985 33.8| 49| -51.7
363.4| 247.4) 162.2 229/ 61.6| 1103| 6.7 1.9 -2.9/ 407.5| 150.7| 212.9| 37.1| 6.9] -44.1
. 4235 286.9 188.9 256 714) 1279| 85 2.4 -2.1| 450.0| 163.3| 232.7| 45.3| 8.7| -26.5
1979 .. 486.2| 326.2| 2246 26.0] 744) 1489 10.7 2.8 -2.3| 4975/ 179.0| 254.6] 55.7| 82| -11.3
1980 .. 532.1]  355.9| 250.0 3400 703] 1626 13.7 35 -3.6| 585.7(207.5| 299.1] 69.7] 9.4| -536
1981 .. 619.4) 408.1) 290.6 50.3] 65.7] 191.8| 18.3 38 -2.5| 672.7|238.3| 329.5| 93.9|11.1] -53.3
1982 . 616.6| 386.8) 295.0 41.4) 49.0| 2049 222 52 —2.4| 748.5|263.3| 358.8| 111.8] 14.5| -131.9
1983 .. 642.3| 393.6| 286.2 448 61.3| 221.8| 23.8 6.0 -2.9 8154 286.5| 383.0| 124.6| 20.8| -173.0
1984 .. 709.0( 4257 3014 47.8| 752| 252.8| 26.6 13 -3.4| 877.1] 310.0] 396.5| 150.3]| 20.6| —-168.1
1985 .. 773.3|  460.6] 336.0 46.4) 76.3| 276.5| 29.1 9.4 —2.4| 948.2| 338.4| 419.3| 169.4| 20.9| -175.0
1986 .. 815.2| 479.6/ 350.1 44.0| 83.8| 2975| 314 8.2 —1.5| 1,006.0| 358.2| 445.1| 178.2| 24.5| -190.8
1987 .. 896.6| 544.0/ 3925 46.3] 103.2| 3159| 27.9 10.7 -2.0| 1,041.6| 374.3| 452.9] 184.6| 29.9| -145.0
1988 .. 958.2| 566.7| 402.9 50.3| 111.1] 353.1] 30.0/ 108 -2.3| 1,092.7| 382.5| 481.9] 199.3| 29.0| -134.5
1989 .. 1,037.4) 621.7\ 4515 50.2| 117.2| 376.3| 286 124 -1.6| 1,167.5( 399.2| 522.0| 219.3| 26.8| —-130.1
1990 .. 1,081.5| 642.8/ 470.2 51.4| 118.1| 400.1| 30.2| 135 5.1 1,253.5| 419.8| 569.9| 237.5| 26.4| -172.0
1991 .. 1,101.3| 636.1| 4613 62.2| 109.9| 4186 30.1| 179 —1.4| 1,315.0( 439.5| 597.6| 250.9] 26.9| -213.7
1992 .. 1,147.2)  660.4| 4753 63.7| 118.8| 441.8| 257 19.4 —1| 14446 4452| 718.7| 251.3] 29.5| -297.4
1993 .. 1,222.5| 713.4) 505.5 66.7| 138.5| 463.6| 26.2] 21.1 -1.8| 1,496.0( 441.9| 764.7| 253.4] 36.0| -273.5
1994 .. 1,320.8) 781.9| 5427 794 156.7| 493.7| 234 223 —4| 1,533.1| 440.8| 799.2| 261.3| 31.8| -212.3
1995 .. 1,406.5| 845.1| 586.0 75.9| 179.3] 519.2| 237 19.1 —6| 1,603.5| 440.5| 839.0| 290.4| 33.7| -197.0
1996 .. 1,524.0/ 932.4| 663.4 73.2| 190.6] 542.8| 26.9] 23.1 -1.2| 1,665.8| 446.3| 888.3| 297.3| 34.0| -141.8
1997 .. 1,653.1) 1,030.6| 7443 782 203.0) 576.4| 25.9| 19.9 3| 1,708.9| 457.7|  918.8| 300.0| 32.4| -55.8
1998 .. 1,773.8| 1,116.8| 825.8 81.1| 204.2| 6138 215 215 1| 1,734.9| 454.6|  946.5] 298.8| 35.0] 38.8
1999 ... 1,891.2| 1,195.7) 893.0 83.9| 213.0| 651.6/ 215 227 —-3| 1,787.6| 475.1| 986.1| 282.7| 43.8| 103.6
2000 2,053.8| 1,313.6] 999.1 87.8| 219.4| 691.7| 25.2| 25.7 -2.3| 1,864.4| 499.3| 1,038.1| 283.3| 43.8| 189.5
2001 2,016.2| 1,252.2| 9945 85.8| 164.7| 717.5| 249 27.1 -5.5| 1,969.5| 531.9| 1,131.4| 258.6| 47.6| 46.7
2002 .. 1,853.2| 1,075.5| 830.5 87.3] 150.5| 7343| 20.2| 24.8 1.6 2,101.1| 591.5| 1,243.0| 229.1| 37.5| -247.9
2003 .. 1,868.6| 1,059.2| 7743 89.7| 186.7| 759.1| 22.7| 25.7 1.9 2,251.4| 661.9| 1,327.7| 215.2| 46.5| -382.7
2004 . 1,974.8| 1,122.4) 801.8 94.0| 217.4| 8025| 21.9| 286 -5 2,381.3| 725.7| 1,391.2| 221.5| 43.0| -406.5
20057 woooes | o] e 932.2 97.2|............| 8495 23.1 14 -3.7) 2,547.5| 767.2| 1,475.6| 249.1| 55.6] ............
2002:1 ... | 1,845.9| 1,071.3] 843.1 849| 136.3| 732.1| 21.1| 257 —4.3| 2,054.4| 571.3| 1,215.1| 229.9| 38.1| -208.5
II... | 1,854.1) 1,077.5| 835.2 87.7| 147.4) 7355| 20.1| 24.9 -3.9] 2,095.5| 585.0( 1,240.7] 233.3| 36.5| -241.4
.| 1,856.1| 1,075.4| 825.8 88.5| 153.9| 735.0| 19.8] 245 1.4| 2,103.4| 591.4| 1,247.6| 227.7] 36.7| -247.3
IV..| 1,856.6| 1,078.0/ 818.0 88.0| 164.2| 734.4| 19.9| 24.0 3| 2,151.1| 618.5| 1,268.5 225.4| 38.7| -294.6
2003:1 ... | 1,881.4| 1,084.4] 806.7 90.1| 180.7| 749.0/ 19.5| 24.8 3.7| 2,177.4| 634.7| 1,285.0 217.0| 42.0| -296.0
Il ... | 1,896.3| 1,089.6| 811.2 89.7| 178.8| 756.4| 22.8| 255 2.1| 2,270.1| 667.6| 1,332.1| 214.9| 54.2| -373.8
... | 1,8089 994.5 708.8 88.8| 189.1 762.9| 24.0| 26.2 1.4| 2,265.1| 668.4| 1,339.0| 212.2| 45.5| —456.2
IV..| 1,887.9] 1,068.2| 770.6 90.2| 198.1| 768.0| 24.6| 26.5 6| 2,292.9| 676.8| 1,354.8| 216.8| 44.4| —405.0
2004:1 ... | 1,917.8] 1,080.7 7713 93.4| 206.9| 787.2| 22.0| 27.6 3| 2,347.2| 710.7| 1,379.3] 216.9| 41.8| —429.3
Il.... | 1,951.4] 1,108.1] 786.3 93.4| 219.9| 7935 215/ 28.1 3| 2,364.9| 721.1| 1,382.6| 218.4| 41.3| -413.4
.| 1,975.4| 1,119.4| 810.0 94.0| 207.5| 806.0| 21.8| 28.7 —4| 2,387.0| 735.7| 1,384.0| 224.5| 42.8| -411.6
IV .| 2,054.6| 1,181.3] 839.7 95.1| 235.3| 823.4| 222 30.0 -2.3| 2,426.2| 735.1| 1,419.0 226.1| 46.1| -371.6
2005:1 ... | 2,196.6| 1,305.1] 908.3 95.4| 291.7| 841.1| 23.0| 304 -2.9| 2,494.9| 759.6| 1,458.7| 226.6| 50.1| —298.3
... | 2,227.9] 1,331.8] 9243 98.3] 300.8| 845.1| 243| 30.2 3.6 2,525.2| 762.8| 1,459.9] 250.8| 51.6| —297.3
... | 21485 1,338.7| 940.5 97.5| 290.7| 852.6| 22.8| -61.4 —4.3| 2,563.7| 782.9| 1,474.4] 250.8| 55.6| —415.2
VP || e 955.7 97.5|.ce.|  859.1| 224 30.6 -3.8| 2,606.2| 763.6| 1,509.2| 268.3| 65.1]............

Lincludes taxes from the rest of the world, not shown separately.
2|Includes an item for the difference between wage accruals and disbursements, not shown separately.
3Includes Federal grants-in-aid to state and local governments. See Table B-82 for data on Federal grants-in-aid.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—85.—State and local government curvent veceipts and expenditures, national income and
product accounts (NIPA), 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Current receipts

Current expenditures

Current tax receipts Con- Govern- Net
tribu- | Current Con- ment State
Year or T%xnes Taxes t|ft:]r:s come %?;;es'lt sur&lus sump- | social |Inter-|g Gggl
quarter Per- on re- 2 tion | benefit | est ;
Total produc- _|govern-| : fer- | govern- | Total ~ . | si- | govern-
Tota | 0| | corto Fent | 020 | e | e | b | 2| des | “ment
taxes | and in- | social | jocars |ceiptst| enter- ptures to saving
plorl:{s come Ig:g: prises persons
28.8 0.4 11 42 11 36.9 30.7 43| 18| 0.0 38
315 5 1.3 45 1.2 40.2 335 46/ 21 0 43
33.8 5 14 5.2 13 438 36.6 50/ 22| .0 43
36.3 5 1.5 58 14 46.8 39.0 53| 24/ 0 5.2
38.7 6 1.6 6.4 1.6 50.3 419 57/ 27| .0 5.7
418 7 1.9 7.3 1.6 54.9 458 6.2 29/ .0 6.4
453 8 2.2 8.0 1.7 60.0 50.2 6.7] 31| .0 6.5
48.8 8 26/ 111 1.6 67.2 56.1 7.6 34/ .0 78
52.8 9 30/ 131 1.5 75.5 62.6 92| 37/ .0 7.0
59.5 9 35| 142 1.5 86.0 70.4 114 42 0 15
66.0 1.0 43| 162 15 97.5 79.9 132 44 0 8.0
733 11 52| 211 15 113.0 91.5 16.1] 53] .0 71
81.5 1.2 55| 252 14) 12850 102.7 193] 65 0 6.5
89.4 1.3 59| 34.0 16/ 1428 1132 2200 75/ 1 156
97.4 1.5 7.8 373 1.5/ 1586 126.0 2411 85 .1 15.7
104.8 7] 102| 393 90 1787 1437 253] 96 .1 9.3
113.2 1.8 112| 487 4120711 1651 308 111} 2 2.5
125.0 22| 104 550 A1 2263|1795 3410 1251 2 14
136.9 28| 11.7) 614 3| 246.8] 1959 3700 137/ 2 13.1
145.6 341 147) 711 3| 2689 2132 408 149/ 2 18.7
154.4 391 201 727 -3| 2954 2333 4430 172 3 13.0
166.7 36| 263] 795 -12| 3294 2584 512 194 4 8.8
185.7 39/ 3200 8L0] -24| 3627 2823 57.1| 22.8| 4 16
200.0 401 367 79.1] -1.6| 393.6| 3049 61.2| 27.1) 5 =22
218.9 411 414| 824 -2 4237 3241 66.9] 323 4 49
242.5 471 477 89.0 1.5 45621 347.7 712 370 4 239
262.1 49) 549| 945 32| 498.7| 3818 773 394 3 223
279.7 6.0/ 584 105.0 28| 5407 4179 843 382 3 21.0
301.6 7.2| 581 100.0 31| 578.1| 4409 90.7] 46.2| 3 12.4
324.6 84| 60.5/ 109.0 48| 617.6| 4704 98.5) 484 4 17.9
349.1 9.0/ 657] 1181 6.5 666.5| 502.1] 109.3| 546/ .4 208
374.1 10.0| 68.4| 1335 6.7 7305\ 5446 127.7| 57.9| 4 7.2
3953 11.6| 68.0| 158.2 7.11 7933 5746| 1565 61.7| 4 4.2
420.1 13.1] 64.8 1803 77| 8450 602.7| 180.0| 61.9] .4 7
436.8 14.1| 61.4| 1977 9.0/ 886.0/ 630.3] 1952 60.2| 4 9
466.3 145 632 2119 9.0/ 932.4| 6633 206.7| 62.0 .3 10.5
482.4 13.6| 68.4| 224.1 120/ 9782 696.1| 217.6] 642 3 12.0
507.9 12,5 733| 2341 13.9] 10175 7248 2243| 68.1| .3 25.8
533.8 10.8| 77.8| 246.6 12.3| 1,0583| 7589 227.6| 714| A 39.1
558.8 104 809/ 266.8 10.2| 1,111.2| 801.4| 2358| 736 .4 52.0
590.2 9.8| 853] 290.8 10.4] 1,186.3| 8589 2524| 746 4 X
621.1 110/ 922| 3154 77| 12695 917.8] 2717\ 79.5] .5
642.8 13.6| 88.8| 3508 40] 1,368.2| 969.8] 3052 855 7.7
675.5 158 78.2| 3847 25| 14443| 1,025.3| 332.0| 86.0 .9
1117 17.5| 749| 4243 —6| 1,512.4| 1,074.8| 351.3| 86.2| .1
758.8 197\ 77.1 439.8| -2.5| 1587.5| 1,117.7| 380.5| 88.9| .5
806.0 199 79.1) 4588 -7.5| 16859 1,192.6| 400.7| 92.1] .5
661.1 15.0/ 82.3| 369.5 2.7\ 14150/ 1,001.8| 324.9| 86.5/ 18
670.2 156/ 79.0| 3825 27| 1431.5| 1,0194| 3254| 86.2| .6
683.2 16.1| 76.5 3874 26| 1,454.2| 1,033.6| 333.0| 85.9| 1.7
687.5 16.5| 75.0{ 399.3 2.0| 1,476.6| 1,046.7| 344.7| 85.7| -4
693.7 16.7| 75.1| 396.1 4] 1,500.9( 1,070.8| 3443| 858 .1
705.0 17.2| 746| 4289 -3] 1,500.7| 1,067.8| 346.7| 858 .4
717.8 17.7]  747| 4304\ -1.0| 1,521.4| 1,077.7| 3585 86.2| -9
730.5 18.3| 75.0| 4417\ -17| 15265 1,082.9| 355.8| 86.9| 1.0
. . 743.7 19.1)  756] 4325/ -19| 1553.2| 1,095.1| 370.4| 873| .5
R . 754.3 19.6| 76.7| 4418/ -2.5| 1581.3| 1,108.9| 383.5| 884 .5
. . 761.5 199 774 4305/ -2.6| 1593.8| 1,123.9] 380.2| 89.3] .5
. . X 775.8 20.1] 78.8| 4545 29| 1621.7| 1,143.1] 387.7| 904| 5
2005:1 ... | 1,656.7(1,107.9| 263.1| 788.4 199 782| 4539/ -32| 16494 1,159.0 398.6| 91.2| .5
Il...] 1,6949/1,141.4| 2818 801.8 19.8| 78.8| 4584 35| 1673.7| 1,175.7| 4057 91.8| .5
.| 1,684.3/1,142.9| 2754| 812.0 199/ 79.4| 4606 -185| 1,690.8| 1,205.7| 392.1| 924/ 5
VP | e e 278.6| 8219 20.1)  79.9| 462.1| 49| 1,729.9] 1,230.1| 406.3| 93.0| 5| ..

Yncludes Federal grants-in-aid. See Table B-82 for data on Federal grants-in-aid.
2Includes an item for the difference between wage accruals and disbursements, not shown separately.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—86.—State and local government revenues and expenditures, selected fiscal years, 1927-2003
[Millions of dollars]

General revenues by source? General expenditures by function?
Fiscal year! Salzs Indi- Cutrpo- Refvenue
Property | AM9 | vidual | ation rom All Edu- | High- | Public All
Total taxes regcrgispsts irgggénse ingg}ne ggsg{gl other3 Total | cation ways | welfare | other®
taxes taxes ment
4,730 470 70 92 116 1,793 7,210{ 2,235 1,809 151 3,015
4487 752 74 79 232 1,643 7,765 2,311 1,741 444 3,269
4,076/ 1,008 80 49 1,016 1,449 7,181 1831 1,509 889 2,952

4,093 1,484 153 113 948 1,604 76441 2177\ 1425 827 3,215
4440 1,794 218 165 800 1,811 8,757 2,491] 1,650 1,069 3,647
44301 1,982 224 156 945 1,872 9,229 2,638 1573 1,156 3,862

1964-65

1965-66
1966-67

130,756 34054 30322| 10,812 3738| 21,857| 29,973| 131332| 52,718| 16:427| 145679 47.508
144,927\ 37,852| 33,233| 11,900 3,424\ 26,146 32,372) 150,674| 59,413| 18,095| 18,226| 54,940
167,535| 42,877| 37,518| 15,227 4416) 31342 36,156 168,549| 65813 19,021 21,117| 62,598
190,222|  45,283| 42,047| 17,994 5425 39,264| 40,210) 181,357| 69,713| 18,615| 23,582| 69,447
207,670 47,705/ 46,098| 19,491 6,015/ 41,820 46,542) 198,959 75833| 19,946| 25085 78,095
2281171|  51:491| 49815 21454 6,642 47,034 51,735 230,722| 87,858 22,528 28,156| 92,180

1975-76 256,176/ 57,001 54,547| 24,575 7,273 55589| 57,191| 256,731| 97,216| 23,907| 32,604| 103,004
1976-77 285,157 62,527| 60,641 29,246 9,174\ 62,444| 61125 274,215 102,780 23,058 35906 112,472
1977-78 315960 66,422| 67,596| 33,176/ 10,738| 69,592| 68,435 296,984| 110,758 24,609 39,140 122478
1978-79 343236 64944| 74247| 36,932| 12,128 75164| 79,822| 327,517| 119,448 28440 41,898 137,731
1979-80 382:322| 68499| 79927 42,080 13321 83029 95.467| 369.086| 133,211| 33.311| 47.288| 155,276
1980-81 74969| 85971 46,426 14,143| 90,294 111,599 407449| 145784\ 34,603 54,105| 172,957
1981-82 82,067| 93613 50,738| 15,028| 87,282| 128,925 436,733| 154,282 34520| 57,996 189,935
1982-83 89,105/ 100,247| 55,129| 14,258| 90,007| 138,008 466,516| 163,876/ 36,655| 60,906 205,080

96,457\ 114,097| 64,529| 17,141| 96,935 153,571 505,008| 176,108 39,419 66,414| 223,068
598121\ 103.757| 126,376 70,361 19,152 106,158 172317| 553:899| 192,686| 44:989| 71.479| 244,745

641,486 111,709|135,005| 74,365| 19,994| 113,099 187,314| 605,623| 210,819| 49,368 75,868 269,568
686,860 121,203| 144,091| 83,935| 22,425| 114,857| 200,350 657,134| 226,619| 52,355 82,650 295,510
726,762| 132,212| 156,452| 88,350| 23,663| 117,602| 208,482 704,921| 242,683 55,621 89,090 317,627
786,129| 142,400| 166,336| 97,806| 25926 125824 227,838 762,360| 263,898 58,105/ 97,879 342479
849,502| 155,613| 177.885| 105,640 23566 136:802| 249.996| 834.818| 288.148| 61,057| 110518| 375,094

902,207| 167,999 185,570 109,341 22,242 154,099 262,955| 908,108| 309,302| 64,937| 130,402 403,467
180,337 197,731| 115,638| 23,880 179,174| 282,376| 981,253| 324,652| 67,351| 158,723| 430,526
189,744| 209,649| 123,235|  26,417| 198,663| 293,935/1,030,434| 342,287\ 68,370| 170,705/ 449,072
. 197,141| 223,628| 128,810| 28,320 215,492| 307,099|1,077,665| 353,287| 72,067| 183,394 468916
-|11169'505| 2031451 237,268| 137,931| 31,406 228771| 330.677|1.149.863| 378.273| 77.109| 196.703| 497,779

.|1,222,821| 209,440 248,993| 146,844  32,009| 234,891| 350,645(1,193,276| 398,859| 79,092 197,354| 517,971
.|1,289,237| 218,877 261,418| 159,042| 33,820 244,847| 371,233|1,249,984| 418 416| 82,062\ 203,779 545,727
.|1,365,762| 230,150 274,883| 175,630| 34,412 255,048 395,639(1,318,042| 450,365| 87,214\ 208,120\ 572,343
.| 1,434,464\ 240,107| 290,993| 189,309 33,922| 270,628 409,505(1,402,369| 483,259| 93,018/ 218,957| 607,134
.|1,541,322| 249,178 309,290| 211,661 36,059 291,950| 443,186|1,506,797| 521,612| 101,336| 237,336| 646,512
1,647,161| 263,689| 320,217| 226,334  35,296| 324,033| 477,592(1,626,066| 563,675| 107,235| 261,622| 693,634
1,684,879| 279,191 324,123| 202,832| 28,152 360,546 490,035(1,736,866| 594,694| 115,295 285464 741413
1,763,212| 296,683| 337,787| 199,407|  31,369| 389,264 508,702(1,821,917| 621,335| 117,696| 310,783 772,102

1989-90
1990-91
1991-92
1992-93

1999-2000
2000-01

LFiscal years not the same for all governments. See Note.

2Excludes revenues or expenditures of publicly owned utilities and liquor stores, and of insurance-trust activities. Intergovernmental
receipts and payments between State and local governments are also excluded.

3ncludes other taxes and charges and miscellaneous revenues.

4Includes expenditures for libraries, hospitals, health, employment security administration, veterans’ services, air transportation, water
transport and terminals, parking facmtles transit sub5|d|es police protection, fire protection, correctmn protectlve inspection and regulation,
sewerage, natural resources, parks and recreatmn housmg and community development, solid waste 1t, financial ad ration,
judicial and legal, general publw buildings, other gnvernment administration, interest on general debt, and general expendltures nec.

Note.—Except for States listed, data for fiscal years listed from 1962- 63 to 2002-03 are the aggregatlon of data for government fiscal
years that ended in the 12- month period from July 1 to June 30 of those years (Texas used August and Alabama and Michigan used Sep-
tember). Data for 1963 and earlier years include data for governments fiscal years ending during that particular calendar year.

Data prior to 1952 are not available for intervening years.

Source: Department of Commerce, Bureau of the Census.
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TABLE B-87.—U.S. Treasury securities outstanding by kind of obligation, 1967-2005
[Billions of dollars]

. Total Marketable Nonmarketable
reasury Treasury
End of year | securities T : ; U.s. Govern-
or month out- reas- | Treas- | Treas- inflation-protected savings | Foreign | ment
Total 2 ury ury ury securities Total ? ; Other ®
Sitr?mlj’ bills | notes | bonds steicegral— series ascgﬁggt
g Total | Notes | Bonds
Fiscal year:

1967 6210.7 585 491 974 51.2 1.5 56.2 2.7
226.6 644 711 9L1 517 3.7 59.5 2.8

226.1 684 789| 788 51.7 41 66.8 3.1

232.6 7621 935| 63.0 51.3 48 76.3 41

24551 86.7| 104.8| 54.0 53.0 9.3 82.8 58

257.2 946| 1134 491 55.9 19.0 89.6 3.7

263.0 100.1| 117.8| 451 59.4| 285 101.7 3.7

266.6| 1050 1284| 331 61.9 25.0 1154 43

3156 1286| 150.3| 36.8 65.5 23.2 124.2 3.6

392.6| 161.2| 191.8| 39.6 69.7 21.5 130.6 49

4435] 156.1| 241.7| 457 754 218 140.1| 16.8

4852 | 160.9| 267.9| 56.4 798| 217 1533| 27.1

506.7| 161.4| 2742| 711 80.4| 281 176.4| 274

1,176.6 | 356.8| 661.7| 158.1 8.8

1,360.2| 3842 776.4| 199.5 71.0 6.6 3139 633
21,5643 | 410.7| 896.9| 241.7 85.6 4.1 3659 1028
21,676 378.311,005.1| 277.6 97.0 44 440.7| 129.8
21,8029 398.5]1,089.6| 299.9 106.2 6.3 536.5| 148.0
21,892.8| 406.6|1,133.2| 338.0 114.0 6.8 663.7 | 159.0
22,092.8 | 482.5|1,218.1| 377.2 122.2| 360 77941 180.6
22,390.7| 564.6|1,387.7| 4234 133.5| 416 908.4 | 188.5
22,677.5| 634.3]1 4618 148.3| 37.0| 1,011.0] 188.0
2290491 658.411,734.2| 497.4 167.0| 425| 1,1143] 179.9

23,331.0| 637.6/2,009.1| 610.4
23,233.0| 6532138288 643.7
22,9928| 616.2|1611.3| 6353
22,930.7| 734.9]1433.0| 613.0
23,136.7| 868.3]|1,521.6| 593.0
3460.7| 918.2|1,799.5| 576.9
3,846.1| 961.5|2,109.6| 552.0

24,0849 914.3]2,328.8| 520.7 . 3.1
35681.8| 907.9|1,921.8| 564.4 2043 59| 3016.8| 2005
3662.9| 958.2|1,952.7| 564.4 204.5 6.7 3019.7| 1982
3,721.2| 985.0|1,983.5| 564.4 204.5 6.7 30086 190.0
3697.4| 933.4|2,001.1| 564.4 204.5 6.7 30290 196.1
3,744.6| 958.112,030.7 | 556.1 2047 6.4| 30452 1955
3,755.5| 946.8|2,052.3 | 556.1 204.6 6.4| 31117\ 196.0
3,808.5| 962.5|2,067.3| 556.1 204.6 6.4| 31057 191.4
3,840.7| 976.8|2,088.6| 552.1 204.2 59| 31106 189.5
3,846.1| 961.5|2,109.6| 552.0 204.2 59| 31300 192.9
3,902 81.9(2,124.6 | 552.0 204.3 59| 3,121.6| 195.2
23,963.6(1,030.8|2,134.4| 539.6 204.4 59| 31589 1924
23,959.8(1,003.2|2,157.1| 539.5 204.5 59| 32306 195.5
23,975.0 | 986.8|2,167.3| 539.5 204.4 6.2 3243.6| 1985
24,054.311,030.9|2,205.9 | 537.2 204.5 6.2 32494 19838
24,103.811,059.112,226.7| 537.2 204.2 6.1 32489 213.9
24,070.7 | 991.3|2,241.7 | 537.2 204.2 6.0 3259.6| 224.0
24,050.2 | 961.312,256.1| 530.1 204.3 59| 32822 2354
24,031.1| 923.4]2273.1| 530.0 204.2 3.0 33563 241.9
24,077.9| 942.212,286.1| 530.0 204.1 3.0| 33544 2482
24106.5| 953323127 | 520.7 203.8 3.0 33609 252.8
24,084.9| 914323288 | 520.7 203.6 31| 3.380.6| 260.5
24131.3| 936.6/2,336.0| 520.7 203.9 3.1 34267 262.1
241853 | 986.912,339.8| 516.6 204.6 3.0| 34328 266.7
24,184.0| 963.9/2360.8| 516.6 205.2 38| 3,506.6| 270.9

1 Data beginning January 2001 are interest-bearing and noninterest-bearing securities; prior data are interest-bearing securities only.

2|ncludes Federal Financing Bank securities, not shown separately.

3Through 1996, series is U.S. savings bonds. Beginning 1997, includes U.S. retirement plan bonds, U.S. individual retirement bonds, and
U.S. savings notes previously included in “other” nonmarketable securities.

4Nonmarketable certificates of indebtedness, notes, bonds, and bills in the Treasury foreign series of dollar-denominated and foreign-
currency denominated issues.

Slncludes depository bonds, retirement plan bonds, Rural Electrification Administration bonds, State and local bonds, special issues held
only by U.S. Government agencies and trust funds and the Federal home loan banks and for the period July 2003 through February 2004, de-
positary compensation securities.

6Includes $5,610 million in certificates not shown separately.

Note.—Through fiscal year 1976, the fiscal year was on a July 1-June 30 basis; beginning October 1976 (fiscal year 1977), the fiscal year
is on an October 1-September 30 basis.

Source: Department of the Treasury.
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TABLE B—88.—Maturity distribution and average length of marketable interest-bearing public debt
securities held by private investors, 1967-2005

Amutunt Maturity class
out-
i 1
End of year or month s’tre}cggglg, Within lto5 510 10 101020 | 20 years Average length
p beld v 1 year years years years and over
Millions of dollars Years | Months
Fiscal year:
1967 . 150,321 56,561 53,584 21,057 6,153 12,968 5 1
159,671 66,746 52,295 21,850 6,110 12,670 4 5
156,008 69,311 50,182 18,078 6,097 12,337 4 2
157,910 76,443 57,035 8,286 1,876 8,272 3 8
161,863 74,803 58,557 14,503 6,357 7,645 3 6
165,978 79,509 57,157 16,033 6,358 6,922 3 3
167,869 84,041 54,139 16,385 8,741 4,564 3 1
164,862 87,150 50,103 14,197 9,930 3,481 2 11
210,382 115,677 65,852 15,385 8,857 4611 2 8
219,782 150,296 90,578 24,169 8,087 6,652 2 7
326,674 161,329 113,319 33,067 8,428 10,531 2 11
356,501 163,819 132,993 33,500 11,383 14,805 3 3
380,530 181,883 127,574 32,279 18,489 20,304 3 7
463,717 220,084 156,244 38,809 25,901 22,679 3 9
549,863 256,187 182,237 48,743 ,569 0,127 4 0
682,043 314,436 221,783 75,749 33,017 37,058 3 11
862,631 379,579 294,955 99,174 40,826 48,097 4 1
1,017,488 437,941 332,808 | 130,417 49,664 6,658 4 6
1,185,675 472,661 402,766 | 159,383 62,853 88,012 4 11
506,903 467,348 | 189,995 70,664 | 119,365 5 3
483,582 526,746 | 209,160 72,862 | 153,016 5 9
524,201 552,993 | 232,453 74,186 | 171,375 5 9
546,751 578,333 | 247,428 80,616 | 201,532 6 0
626,297 630,144 | 267,573 82,713 | 235,176 6 1
713,778 761,243 | 280,574 84,900 | 273,304 6 0
808,705 866,329 | 295,921 84,706 | 308,141 5 11
858,135 978,714 | 306,663 94,345 | 324,479 5 10
2,719,861 877,932 | 1128322 | 289,998 88,208 | 335,401 5 8
2,870,781 | 1,002,875 | 1,157,492 290,111 87,297 333,006 5 4
3,011,185 | 1,058,558 | 1,212,258 306,643 111,360 322,366 5 3
2,998,846 | 1,017,913 | 1,206,993 321,622 154,205 298,113 5 5
2,856,637 940,572 | 1,105,175 319,331 157,347 334,212 5 10
2,728,011 915,145 962,644 378,163 149,703 322,356 6 0
2,469,152 858,903 791,540 | 355,382 167,082 | 296,246 6 2
2,328,302 900,178 650,522 | 329,247 174,653 | 273,702 6 1
2,492,821 939,986 802,032 | 311,176 | 203,816 | 235811 5 6
2,804,092 | 1,057,049 955,239 | 351,552 | 243,755 | 196,497 5 1
3,145,244 | 1,127,850 | 1,150,979 | 414,728 | 243,036 | 208,652 4 11
3,334,411 | 1,100,783 | 1,279,646 | 499,386 | 281,229 | 173,367 4 10
2004:Jan ... 2,889,890 | 1,086,110 | 1,000,107 363,307 243,755 196,611 5 0
Feb .. 2,967,133 | 1,149,251 998,984 378,812 243,520 196,566 4 11
Mar .. 3,046,725 | 1,178,142 | 1,038,873 389,481 243,520 196,709 4 10
Apr .. 3,019,341 | 1,125,763 | 1,054,136 389,995 243,520 196,928 4 11
May . 3,035,769 | 1,153,189 | 1,043,862 398,095 243,436 197,187 4 11
June . 3,067,768 | 1,136,300 | 1,082,581 408,129 243,436 197,323 4 11
3,088,164 | 1,147,439 | 1,070,294 | 418,436 | 243,436 | 208,560 4 11
406,590 | 243,436 | 208,731 4 11
414,728 | 243,036 | 208,652 4 11
434,604 | 242,636 | 208,675 4 10
444,697 | 250,625 | 200,694 4 10
453,993 | 250,625 | 200,868 4 10
452,642 | 269,863 | 189,773 4 10
456,120 | 269,036 | 181,712 4 9
465,335 | 269,072 | 181,789 4 8
462,850 | 268,951 182,025 4 9
477,013 | 269,100 | 182,346 4 10
3,292,256 | 1,095,354 | 1,260,365 | 485465 | 268,443 | 182,629 4 10
3,314,952 | 1,130,292 | 1,233,071 494,373 274,618 182,599 4 10
490,944 281,161 173,230 4 9
499,386 281,229 173,367 4 10
508,135 280,839 173,203 4 9
. 526,593 276,571 173,712 4 9
Dec .. 534,929 276,633 173,815 4 9

11n 2002, the average length calculation was revised to include Treasury inflation-protected securities.
Note.—Through fiscal year 1976, the fiscal year was on a July 1-June 30 basis; beginning October 1976 (fiscal year 1977), the fiscal year

is on an October 1-September 30 basis.
Source: Department of the Treasury.
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TABLE B—89.—Estimated ownership of U.S. Treasury securities, 19942005
[Billions of dollars]

Held by private investors

Federal
Rese(rive De- Pension funds stat
an : ate :
End of month Govern- | Total | POS™™ | us. State | Insur- and Furglgni
ment ; tory : ance and inter
privately insti- | savings and compa- local nation-
ac- held to- bonds 4 local nieps govern- al?
counts 2 tions 3 guvertn— ments
ments
1994: Mar ... 45 1,476.0| 3,099.9 397.4 175.0( 120.1| 2243 233.4 4434 661.1
June 46 1,547.5| 3,0983| 383.8 177.11 129.4| 2206 238.0 4252 659.9
Sept 46 1,562.8| 3,130.0| 364.0 1786| 1364 2174 2437 398.2 682.0
Dec ... 48 1,6226| 3,177.6| 339.6 179.9| 140.1| 2156 240.1 370.0 667.3
1995: Mar ... 18 1,619.3| 3,244.8| 353.0 181.4| 141.8| 225.0 244.2 350.5 707.0
June 49 1,690.1| 3,261.3| 340.0 182.6| 142.7| 217.2 245.0 3137 762.5
Sept 49 1,688.0| 3,286.0| 330.8 1835 142.1| 2113 2452 304.3 820.4
Dec 49 1,681.0| 3,307.7| 3154 185.0| 142.9| 2082 2415 289.8 835.2
1996: Mar 51 1,731.11 3,386.7| 322.1 185.8| 1445| 2135 239.4 283.6 908.1
June 51 1,806.7| 33544 3187 186.5| 144.8| 221.1 229.5 283.3 929.7
Sept 52 1,831.6| 3,393.2| 3109 186.8| 141.5| 2134 226.8 263.7 993.
Dec 53 1,892.0| 3,431.2| 296.6 187.0| 140.2| 212.8 2141 257.0| 1,102.1
1997: Mar 53 1,928.7| 345221 317.3 186.5| 141.7| 2111 181.8 248.1| 11576
June 53 1,998.9| 3,377.3| 300.1 186.3| 142.2| 2149 183.1 2433 11,1827
Sept 54 201151 3,401.6| 292.8 186.2| 143.2| 2235 186.8 2352 12305
Dec ... 55 2,087.8| 3,A414.6| 300.3 186.5| 1444\ 219.0 176.6 2393 12416
1998: Mar ... 55 2,1049| 3,437.5| 308.3 186.2| 136.9| 212.1 169.4 238.1| 1,2505
June 55 2,1986| 3,349.3| 290.9 186.0| 129.9| 2132 160.6 258.5| 1,256.0
Sept 55 221301 3,313.2| 2444 186.0| 121.5| 207.8 151.3 271.8| 1,224.2
Dec 56 2,280.2| 3,334.0| 2374 186.6| 113.6| 212.6 1417 280.8| 11,2787
1999: Mar 56 232411 3,327.5| 247.4 186.5| 110.8| 2115 137.5 288.6| 12723
June 5,6 2,439.6| 3,199.2| 240.6 186.5 . 2138 1336 298.8| 1,258.8
Sept 56 248091 3,175.4| 241.2 186.2| 117.2| 2048 128.0 299.6| 12814
Dec 57 2,542.2| 3,233.9| 248.6 186.4| 118.9| 1988 1234 305.1| 11,2687
2000: Mar 5,7 2,590.6| 3,182.8| 237.7 1853| 114.7| 196.9 120.0 307.1| 1,106.9
June 5,6 26986 2,987.3| 222.2 1846| 1153| 1949 116.5 3101 1,082.0
Sept 5,6 2737191 2,936.3| 220.5 18431 1152 1855 1137 308.7| 1,057.9
Dec ... 5,6 2,781.8| 2,880.4| 201.5 1848| 113.7| 179.1 110.2 3109 11,0342
2001: Mar ... 5,7 2,880.9| 2,892.8| 188.0 184.8| 1156| 177.3 109.1 317.9|  1,029.9
June 5,7 3,004.2| 2,722.6| 188.1 1855 116.3| 183.1 108.1 325.7| 11,0005
Sept 58 3,027.8| 2,779.7| 189.1 186.4| 119.7| 166.8 106.8 321.9| 11,0055
Dec 59 3,123.9| 2,819.5| 181.5 190.3 . 155.1 105.7 329.3| 1,051.2
2002: Mar 6,0 3,156.8| 2,849.2| 187.6 1919| 123.7| 1633 114.0 328.7| 1,067.1
June 6,1 3276.7| 2,849.8| 204.6 192.7| 1256| 1539 122.0 3344 11354
Sept 6,2 3303.5] 2,924.8| 2104 1933| 131.2| 1563 130.4 339.3| 11,2008
Dec ... 6,4 3387.2| 3,0185| 222.8 1949| 1350 1589 139.7 355.6| 1,246.8
2003: Mar ... 6,4 3,390.8| 3,069.9| 153.1 196.9| 139.0| 162.1 139.5 350.7| 1,286.3
June 6,6 3,505.4| 3,164.7| 1454 199.1] 138.2| 1613 138.7 348.7| 11,3828
Sept 6,7 35153 | 3,268.0| 146.9 2015 1399 1627 1374 357.9| 14542
Dec 6,9 3,620.11 3,377.9| 154.0 203.8| 1412 1628 136.5 363.9| 1,533.0
2004: Mar 7,1 36283 3,502.8| 165.0 2045 1433) 1649 141.0 3737 16771
June 12 3,742.8| 3,531.5| 161.6 204.6| 1464 1633 1441 379.7| 17775
Sept 13 3,772.0| 3,607.0| 141.0 204.2| 1508 159.0 1474 3794 18366
Dec 75 3929.0| 3,667.1| 128.1 2044 1515) 1587 149.7 386.1| 1,890.7
2005: Mar 1,7 39216| 3,855.4| 142.9 2042 | 153.8| 158.6 1534 407.11 19835
June 78 40335 3,803.0| 127.9 2042\ 1576 1593 154.6 4306 2,016.2
Sept .. 79 4,067.8| 38649 ... 203.6 | oo | s 2,069.0
Face value.

2 Federal Reserve holdings exclude Treasury securities held under repurchase agreements.
3Includes commercial banks, savings institutions, and credit unions.

4 Current accrual value.

SIncludes Treasury securities held by the Federal Employees Retirement System Thrift Savings Plan “G Fund.”
SIncludes money market mutual funds, mutual funds, and closed-end investment companies.

7Includes nonmarketable foreign series Treasury securities and Treasury deposit funds. Excludes Treasury securities held under repurchase
agreements in custody accounts at the Federal Reserve Bank of New York.

Estimates reflect benchmarks to this series at differing intervals.

8|ncludes individuals, Government-sponsored enterprises, brokers and dealers, bank personal trusts and estates, corporate and noncor-

porate businesses, and other investors.

Note.—Data shown in this table are as of December 2005.

Source: Department of the Treasury.
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CORPORATE PROFITS AND FINANCE

TABLE B—90.—Corporate profits with inventory valuation and capital consumption adjustments,
1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits after tax with inventory valuation
Cofrporateh and capital consumption adjustments
profits wit i
inventory Taxes on U"r%'fsig'%ttf]d
Year or quarter valuation corporate Dinventor
and capital income Ttal Net ey
consumption dividends and capital
adjustments consumption
adjustments
1959 55.7 23.7 32.0 12.6 19.4
1960 53.8 22.8 31.0 134 17.6
1961 54.9 22.9 32.0 13.9 18.1
1962 63.3 24.1 39.2 15.0 24.1
1963 69.0 26.4 42.6 16.2 26.4
1964 76.5 28.2 183 18.2 30.1
1965 87.5 311 56.4 20.2 36.2
1966 93.2 339 59.3 20.7 38.7
1967 91.3 329 58.4 215 36.9
1968 98.8 39.6 59.2 235 35.6
1969 95.4 40.0 55.4 242 312
1970 83.6 34.8 18.9 243 24.6
1971 98.0 38.2 59.9 25.0 34.8
1972 112.1 12.3 69.7 26.8 429
1973 125.5 50.0 75.5 29.9 45.6
1974 115.8 52.8 63.0 33.2 29.8
1975 134.8 51.6 83.2 33.0 50.2
1976 163.3 65.3 39.0 59.0
1977 192.4 74.4 118.0 118 732
1978 216.6 84.9 131.8 50.8 81.0
1979 2232 90.0 133.2 57.5 75.7
1980 201.1 87.2 113.9 64.1 49.9
1981 226.1 84.3 1418 738 68.0
1982 209.7 66.5 143.2 71.7 65.4
1983 264.2 80.6 183.6 83.5 100.1
1984 3186 97.5 221.1 90.8 130.3
1985 3303 99.4 230.9 97.6 133.4
1986 319.5 109.7 209.8 106.2 103.7
1987 368.8 130.4 2384 112.3 126.1
1988 432.6 1416 291.0 129.9 161.1
1989 426.6 146.1 280.5 158.0 122.6
1990 437.8 1454 292.4 169.1 123.3
1991 451.2 138.6 312.6 180.7 131.9
1992 479.3 148.7 330.6 187.9 142.7
1993 541.9 171.0 370.9 202.8 168.1
1994 600.3 193.7 406.5 234.7 171.8
1995 696.7 218.7 478.0 254.2 223.8
1996 786.2 231.7 554.5 297.6 256.9
1997 868.5 246.1 622.4 3345 287.9
1998 801.6 248.3 553.3 351.6 201.7
1999 851.3 258.6 592.6 3374 255.3
2000 817.9 265.2 552.7 377.9 174.8
2001 767.3 204.1 563.2 370.9 192.3
2002 886.3 192.6 693.7 399.2 294.5
2003 1,031.8 232.1 799.7 423.2 376.5
2004 1,161.5 271.1 890.3 493.0 397.3
2005~ Y L
2002:1 829.4 174.9 654.5 382.5 272.0
864.3 188.5 675.8 396.1 279.7
Ml 895.4 196.9 698.5 406.1 292.4
v 956.1 210.2 746.0 412.0 334.0
2003:1 951.5 2239 727.6 416.3 311.3
1,005.0 221.7 7833 419.9 363.4
Il 1,057.5 2353 822.2 424.6 397.7
v 1,1131 247.5 865.6 432.0 433.6
2004:1 1,147.3 257.9 889.4 4459 4435
Il 1,162.0 274.7 887.3 460.9 426.4
Il 1,117.2 259.0 858.2 475.9 382.3
v 1,219.5 293.0 926.4 589.3 337.2
2005:1 1,288.2 362.6 925.6 494.9 430.7
Il 1,347.5 3725 975.0 506.3 468.7
Il 1,293.1 360.3 932.8 520.1 412.6
Vr 5354 | e

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-91.—Corporate profits by industry, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation adjustment and without capital consumption adjustment
Domestic industries
Financial Nonfinancial
tor st
Total Fed- Manu- In- of the
Total eral faclfJ Trans- |y | Whole- | porin | for world
Total Re- | Other | Total tur- porta- | Siod sale | tode | ma- Other
serve P tion2 trade :
banks ing tion
535 508 7.6 0.7 69| 432 26.5 34 2.7
51.5| 483 8.4 91 75) 399 23.8 33 3.1
518 485 83 8 76| 402 234 34 33
57.0] 533 8.6 9 17| 447 26.3 36 3.8
62.1 58.1 83 10| 73| 498 29.7 41 11
68.6| 64.1 8.8 11 16| 554 326 47 45
789 742 9.3 13 80| 649 39.8 54 47
816| 80.1 10.7 1.7 91| 693 42.6 59 45
820| 772 11.2 200 92| 66.0 39.2 6.1 18
88.8| 832 12.8 25| 103| 704 119 6.6 5.6
855 789 13.6 31 105 653 37.3 6.1 6.6
7441 673 154 35| 11.9] 52.0 21.5 58 7.1
8.3 80.4 17.6 33| 143| 628 351 6.4 7.9
101.21 917 19.1 33| 158| 72.6 419 7.0 9.5
1153 1004| 205 45| 16.0| 799 47.2 8.7 14.9
1095 921 20.2 57| 145| 719 414 9.1 17.5
13501 1204| 202 56| 146/ 100.2 55.2 12.0 146
1656 149.0| 25.0 59| 191 1241 71.3 14.0 16.5
19471 1756| 319 6.1 258/ 143.7 79.3 17.8 19.1
22241 1996 395 7.6 3191 160.0 90.5 19.8| 229
231.8| 197.2) 403 941 309 156.8 89.6 216 34.6
2114 1759 340 118 2221 1419 783 218 355
219.1 18941 291 1441 1471 1603 91.1 16.7 29.7
191.01 1585| 26.0 1521 10.8| 1324 67.1 9.2 32.6
226.5| 19141 355 146] 2091 155.9 76.2 104 351
264.6| 2281 344 1641 18.01 1937 91.8 11.1 36.6
257.5| 2194 459 163 29.5| 1735 843 9.2 38.1
253.0| 2135 568 155] 4121 156.8 57.9 15.5 39.5
301.4| 2534 598 1571 4411 1935 86.3 234 480
363.9| 3069 687 17.6] 51.1| 238.2 121.2 28.3 57.0
367.4| 3003 779 202 57.8| 2223 110.9 255| 671
396.6| 320.5| 944 2141 73.0| 226.1 113.1 29.0| 761
427.9| 3514 1242 20.3] 103.9| 227.3 98.0 27.5 76.5
4583 | 3852 129.8 17.8| 111.9] 2554 99.5 39.7 73.1
513.1| 4361 1368 16.2| 120.6 | 299.3 115.6 89| 769
564.6| 4876 1199 18.1| 101.8 | 367.7 147.0 604 77.1
656.0| 5632 162.2 22.5| 139.7| 401.0 173.7 71.2 92.8
736.1| 6342 1726 22.1| 150.5| 461.6 188.8 89.7| 101.9
812.3| 7014 193.0 23.8| 169.2| 508.4| 209.0 10341 1109
7385| 6355] 1659 25.2| 140.7 | 469.6 173.5 91.5| 103.0
776.8| 6553 196.4 26.3| 170.1| 458.9 175.2 99.7| 1215
759.3| 613.6] 2038 30.8| 173.0| 409.8 166.3 728| 1457
7385| 6355] 1654 25.2| 140.2| 470.1 157.0 119.8| 103.0
776.8| 6553 1943 26.3| 168.0| 461.1 150.6 130.1| 1215
759.3| 613.6] 200.2 30.8| 169.4| 413.4 144.3 X . 1282 1457
719.2| 549.5) 2276 28.3] 199.3| 322.0 52.6 . . 1459| 169.7
766.2| 6104 2764 23.7| 252.7| 334.0 182 -9 10.6| 493 7941 85| 1558| 1558
923.9| 7479| 313.0 20.2| 292.8 | 434.9 80.7 8.1 11.4 56.3 87.71 -19| 1924| 176.0
1,019.7| 834.8| 3006 20.3| 280.3 | 534.2 118.9 8.4 12.1 63.5| 90.0 17.0| 2243| 1849
858.0 703.5| 3048 22.0| 282.8| 398.7 70.9 46 12.3 486| 814 70| 187.9| 1545
891.0| 721.2| 309.0 20.9| 288.2| 412.2 68.0 9.8 10.4 50.3 904 43| 187.7| 169.8
9440 769.2| 3204 19.5| 300.9 | 4489 79.2 89 107 621 90.3 49| 1926| 1747
1,0026| 797.6| 3179 18.5| 299.4| 479.7 104.8 9.3 12.3 64.1 888| 11| 201.5| 205.0
1,001.2| 803.0| 324.1 19.4| 304.7 | 479.0 97.3 11.0 11.0 56.8| 975| 65| 211.8| 198.2
1,016.5| 839.7| 316.1 193] 296.8| 523.6 107.3 15.0 11.7) 613 929| 203| 215.1| 1769
7955 2428 20.2| 222.7| 552.1 116.2 6.1 114 69.1 81.9| 33.0 2350| 1859
. [1,079.7] 901.1| 3194 22.2| 297.1| 581.7 154.7 1.7 14.1 66.9| 87.7 21.0| 2356| 1786
2005:I ..... 1,339.2| 1,145.7| 377.2 23.1| 354.2| 768.5 1702 229| 237| 8l4| 1046| 467| 318.9| 1935
.. 11,3933 1,196.1 | 349.5 26.2| 323.2| 846.6| 2047 279 264| 98.1| 109.1 53.5| 3269| 197.2
III .. 11,3651 1,142.0| 2787 27.0| 251.7| 863.3| 218.6| 329 19.7 954| 1169| 502| 329.6| 2231

1 See Table B-92 for industrial detail.

2Data on SIC basis include transportation and utilities. On NAICS basis included transportation and warehousing. Utilities classified sepa-
rately in NAICS (as shown beginning 1998).

3Industry data for SIC are based on the 1987 SIC for data beginning 1987 and on the 1972 SIC for earlier data shown. Data on NAICS
basis are based on the 1997 NAICS.

Note.—Industry data on SIC (Standard Industrial Classification) basis and NAICS (North American Industry Classification System) basis are
not necessarily the same and are not strictly comparable.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-92.—Corporate profits of manufacturing industries, 1959-2005
[Billions of dollars; quarterly data at seasonally adjusted annual rates]

Corporate profits with inventory valuation adjustment and without capital consumption adjustment

Durable goods 2

Nondurable goods?2

. tEl_ec—I Muﬁ(_)r Fuoéi

ompu- rica vehi- an .
Year or Totalf Fabri- ter equip- | cles, bev- ~ Petro
quarter manu : Chem leum

fac- | qopal Catfdl Ma- 1"‘1 menlt, bOd'gs other | Total | 2| ical and | Other

; ota meta ; elec- appli- an er an
turing prod- chinery tronic | ances, | trail- tobacco purgg Cr%%li
ucts prod- and ers, prod- pucts
ucts compo- and ucts
nents parts

13.7 11 1.7 3.0 35| 129 2.5 35 26 43

11.6 8 13 3.0 27| 122 2.2 3.1 26 42

113 1.0 1.3 2.5 29| 121 2.4 3.3 2.3 42

14.1 1.2 15 4.0 341 123 2.4 3.2 22 44

16.4 13 16 49 40| 133 2.1 3.7 22 47

18.1 1.5 1.7 4.6 441 145 2.1 4.1 24 5.3

23.3 2.1 2.1 6.2 52| 165 2.9 4.6 2.9 6.1

24.1 2.4 3.0 5.2 52| 186 3.3 4.9 34 6.9

21.3 2.5 3.0 4.0 491 180 3.3 4.3 4.0 6.4

22.5 2.3 2.9 5.5 56| 194 3.2 53 3.8 7.1

19.2 2.0 2.3 48 49| 181 3.1 4.6 34 7.0

10.5 11 1.3 1.3 29| 170 3.2 3.9 3.7 6.1

16.6 1.5 2.0 5.2 411 185 3.6 45 3.8 6.6

22.7 2.2 2.9 6.0 56| 19.2 3.0 53 3.3 7.6

25.1 2.1 32 5.9 6.2 220 2.5 6.2 5.4 7.9

153 18 6 7 40| 261 2.6 53 109 7.3

20.6 3.3 2.6 2.3 471 345 8.6 6.4 10.1 9.5

314 3.9 3.8 7.4 7.3 399 7.1 8.2 135 111

37.9 45 59 9.4 85| 414 6.9 7.8 1311 13.6

454 5.0 6.7 90| 105| 451 6.2 8.3 158 | 14.8

37.1 5.3 5.6 47 85| 525 5.8 1.2 248 | 147

18.9 44 5.2 -43 27| 595 6.1 5.7 347 131

19.5 45 52 3| 26| 716 9.2 8.0 400 | 145

5.0 2.7 1.7 0 21| 621 13 5.1 347 | 150

19.5 3.1 35 5.3 84| 56.7 6.3 74 239 | 191

39.3 47 5.1 92| 146 526 6.8 82 176 | 20.1

29.7 49 26 741 101 | 546 88 6.6 187 205

26.3 5.2 2.7 461 1211 317 15 7.5 -471 213

40.7 5.5 59 37| 176 456 114 14.4 =151 213

54.1 6.5 1.1 6.2 | 165 67.1 12.0 18.6 127 237

51.2 6.4 93 27| 142 597 11.1 18.2 6.5 239

438 6.0 85 -191 159| 692 143 16.8 164 | 217

34.4 5.3 10.0 =541 173 | 636 18.1 16.2 73| 220

40.6 6.2 104 -1.0| 174| 59.0 18.2 16.0 -9| 256

55.8 14 15.2 6.0 194| 597 16.4 159 27| 247

74.4 11.1 22.8 78| 213| 726 19.9 23.2 12| 283

80.9 11.8 215 0] 258| 928 21.1 21.9 7.1 306

90.6 145 20.1 421 292 | 982 22.1 26.4 150 | 347

103.1 17.0 25.3 481 33.0| 1059 24.6 32.3 173 | 317

87.3 16.4 8.9 591 301| 86.2 21.9 26.5 6.7 311

78.8 16.2 53 7.3 353| 964 28.1 25.2 431 389

64.8 154 4.7 -15| 288 1015 25.7 16.0 29.1| 307

83.4 16.7 6.1 64| 346| 736 21.8 25.1 491 218

72.3 16.5 6.3 73| 364 | 783 30.7 23.0 18| 227

60.0 155 5.6 -10| 27.7| 843 25.4 142 269 | 178

-254 9.9 19 =921 17.8| 780 28.0 126 29.6 7.8

-9.9 8.9 -1 =50 20.0| 581 24.9 184 16| 132

-4.1 8.5 19| -11.6| 119| 848 23.5 20.8 236 | 169

34.8 103 3 =341 299 | 840 24.0 135 310 | 156

13 6.0 33 =23 76| 783 20.2 203 246 | 132

-104 9.2 26| -141 87| 783 21.6 18.8 216 | 163

-8.7 84 91 179 129 88.0 22.9 238 2211 191

10.1 10.5 8 124 185| 946 293 203 259 | 191

11.2 9.3 -4.7 -6.6 | 194 | 862 28.1 15.1 217 | 152

27.1 9.1 2.0 -1.7| 281| 803 23.7 144 276 | 146

422 9.8 -3.0 -7] 3l4| 739 23.4 16.3 195 147

58.8 131 6.8 13| 405] 959 20.5 8.4 492 | 178

35.5 8.8 -13 | -208| 473 | 1347 39.6 18.8 628 | 135

59.9 114 55| -157| 516 14438 37.7 20.5 663 | 203

62.0 15.7 86| -253| 488 156.6 408 22.7 708 | 223

LFor SIC data, includes primary metal industries, not shown separately.
2Industry groups shown in column headings reflect NAICS classification for data beginning 1998. For data on SIC basis, the industry

groups would be, machinery—industrial machinery and

t; electrical

q

p

t, appliances, and components—electronic and other

electric equipment; motor vehicles, bodies and trailers, and parts—motor vehicles and equipment; food and beverage and tobacco products—
food and kindred products; and chemical products—chemicals and allied products.
3See footnote 3 and Note, Table B-91.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-93.—Sales, profits, and stockholders’ equity, all manufacturing corporations, 1965-2005
[Billions of dollars]

All manufacturing corporations Durable goods industries Nondurable goods industries
Profits Profits Profits
Year or
Stock- Stock- Stock-
Quarter ?gé?)s Before | After holders’ ?gg)s Before | After holders’ %25)3 Before | After holders’
income | income | equity? income | income | equity? income | income | equity?
taxes! | taxes taxes! | taxes taxes! | taxes

1,240.6 , .
306.6 | 224.9 1,348.0 | 1,941.6 , 160.0 | 11838 674.2
3314 | 2445 1,462.7 | 2,0758 | 167.0 | 121.4 7434 | 1, 164.4 | 1231 7193
3147 | 2344 1,482.9 | 2,1688 | 1751 | 127.8 7799 | 1, 139.6 | 106.5 703.0
355.3 | 257.8 1,569.3 | 2,3142 | 1988 | 1403 869.6 | 1, 156.5 | 1175 699.7
24574 | 190.7 | 131.8 1,054.3 | 2,090.8 | 190.5 | 1435 768.7

2000: IV

1,1459 75.3 2,113.0 593.6 44.2 34.3 1,15

1,248.7 | 1223 94.6 2,177.1 | 6446 57.7 458 1,19 .

1,251.0 | 117.7 89.8 2,2209 | 6389 49.8 37.2 1,21 612.0 67.9 52.6 1,004.1
1,289.7 | 109.2 87.4 2,2924 | 661.8 475 38.5 1,25 627.9 61.7 49.0 1,035.3
1,269.0 | 116.0 89.8 23163 | 6414 44.9 341 1,260.7 | 627.7 71.0 55.7 1,054.6

14094 | 136.3| 1036 | 24115| 6861 | 546| 412 13034| 7233 | 818| 624| 11081

Lln the old series, “income taxes” refers to Federal income taxes only, as State and local income taxes had already been deducted. In the
new series, no income taxes have been deducted.

2 Annual data are average e?uny for the year (using four end-of-quarter figures).
. 3Beg|tnn|ng 1988, profits before and after income taxes reflect inclusion of minority stockholders’ interest in net income before and after
income taxes.

4Data for 1992 (most significantly 1992:1) reflect the early adoption of Financial Accounting Standards Board Statement 106 (Employer's
Accounting for Post-Retirement Benefits Other Than Pensions) by a large number of companies during the fourth quarter of 1992. Data for
1993 (1993:1) also reflect adoption of Statement 106. Corporations must show the cumulative effect of a change in accounting principle in
the first quarter of the year in which the change is adopted.
. 5t[)ata(sb|%s)ed on the North American Industry Classification System (NAICS). Other data shown are based on the Standard Industrial Classi-
ication

Note.—Data are not necessarily comparable from one period to another due to changes in accounting principles, industry classifications,
sampling procedures, etc. For explanatory notes concerning compilation of the series, see “Quarterly Financial Report for Manufacturing,
Mining, and Trade Corporations,” Department of Commerce, Bureau of the Census.

Source: Department of Commerce, Bureau of the Census.
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TABLE B—94.—Relation of profits after taxes to stockholders’ equity and to sales, all manufacturing
corporations, 1955-2005

Ratio of profits after income taxes (annual

Profits after income taxes per dollar of

rate) to stockholders’ equity—percent! sales—cents
Year or quarter All Durable Nondurable All Durable Nondurable
manufacturing goods goods manufacturing goods goods

corporations industries industries corporations industries industries

12.6 13.8 114 54 5.7 5.1

12.3 12.8 11.8 53 5.2 53

10.9 11.3 10.6 48 48 49

8.6 8.0 9.2 4.2 3.9 44

10.4 104 10.4 48 48 49

9.2 85 9.8 44 4.0 48

89 8.1 9.6 43 3.9 47

9.8 9.6 9.9 45 44 47

10.3 10.1 104 47 45 49

11.6 11.7 11.5 5.2 5.1 5.4

13.0 13.8 12.2 5.6 5.7 55

134 14.2 12.7 5.6 5.6 5.6

11.7 11.7 11.8 5.0 48 53

12.1 12.2 11.9 5.1 49 5.2

11.5 114 11.5 48 46 5.0

93 83 10.3 4.0 35 45

9.7 9.0 10.3 41 338 45

10.6 10.8 10.5 43 42 44

. 12.8 13.1 12.6 47 47 48

1973: IV i 13.4 12.9 14.0 47 45 5.0
New series:

1973: IV i 14.3 13.3 15.3 5.6 5.0 6.1

14.9 12.6 17.1 55 47 6.4

11.6 10.3 12.9 46 41 5.1

13.9 13.7 14.2 54 5.2 55

14.2 14.5 13.8 53 5.3 53

15.0 16.0 14.2 54 55 53

16.4 15.4 174 5.7 5.2 6.1

13.9 11.2 16.3 48 4.0 5.6

13.6 11.9 15.2 47 42 5.1

9.2 6.1 11.9 3.5 24 44

10.6 8.1 12.7 41 3.1 49

12.5 124 12.5 46 44 48

10.1 9.2 11.0 3.8 3.4 41

9.5 15 11.5 3.7 29 46

12.8 11.9 13.7 49 45 5.2

16.1 14.3 17.8 5.9 5.2 6.6

13.5 11.1 16.0 49 41 5.7

10.6 79 13.1 39 3.0 48

6.2 14 10.6 2.4 5 41

2.1 =51 8.2 8 -17 31

8.0 5.7 10.0 2.8 1.8 3.7

15.8 16.3 15.2 5.4 5.3 5.5

16.0 154 16.6 5.6 5.2 6.0

16.7 15.7 17.6 6.0 5.5 6.5

16.7 16.3 17.1 6.2 5.8 6.7

15.8 16.4 15.2 5.9 59 6.0

16.4 16.1 16.8 6.2 6.1 6.4

. 15.1 12.5 18.7 6.1 54 6.9

2000: 1V oo 9.9 7.0 13.9 4.0 3.1 5.1

NAICS:*

2000: 1V . 9.1 5.6 14.3 3.7 2.5 5.2

2.0 -1.0 14.7 8 -33 5.7

1.5 2.1 14.5 3.2 1.0 5.8

12.1 85 16.3 5.4 39 7.0

15.8 12.9 19.3 7.0 6.1 8.0

12.6 59 20.5 54 2.7 83

11.9 8.6 15.7 53 38 6.9

10.8 85 13.3 47 3.9 5.7

13.2 10.6 16.3 6.1 5.0 73

14.2 11.8 17.2 6.6 58 14

174 15.3 19.9 16 7.1 8.1

16.2 12.2 21.0 12 5.8 8.6

15.3 12.2 18.9 6.8 58 78

15.5 10.8 211 7.1 5.3 89

17.9 14.7 21.7 1.7 6.8 8.6

17.2 12.6 225 73 6.0 8.6

1 Annual ratios based on avgrage equity for the year (using four end-of-quarter figures). Quarterly ratios based on equity at end of quarter.

2See footnote 3, Table B9
3 See footnote 4 Table B-93.
4See footnote 5, Table B-93.

Note.—Based on data in millions of dollars.

See Note, Table B-93.

Source: Department of Commerce, Bureau of the Census.
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TABLE B-95.—Historical stock prices and yields, 1949-2003

Common stock prices! Common stock yields
(S&P) (percent)®
New York Stock Exchange indexes 2 Standard | Nasdag
& Poor’s | composite

Year Com- December 31, 1965=50 Dow Jones | composite | ~ index | Dividend- | Earnings-

posite industrial | *iiex | (Feb. 5 rice rice

(Dec. 31, average? | Yo | 157512 | Bos | ratior

2002= "1} Com- - Indus- | Transpor- | iy | Finance 43=10)2 | 100)2
5,000)3 || posite | trial tation ¥ -

179.48 6.59 15.48
216.31 6.57 13.99
257.64 6.13 11.82

270.76 5.80 9.
275.97 5.80 10.26
333.94 4.95 8.57
442.72 4.08 7.95
493.01 4.09 7.55
475.71 4.35 7.89
491.66 3.97 6.23
632.12 3.23 5.78
618.04 347 5.90
691.55 2.98 4.62
639.76 3.37 5.82
714.81 3.17 5.50
834.05 3.01 5.32
910.88 3.00 5.59
873.60 3.40 6.63
879.12 3.20 5.73
906.00 3.07 5.67
876.72 3.24 6.08
753.19 3.83 6.45
884.76 3.14 541
950.71 2.84 5.50
923.88 3.06 7.12
463.54 759.37 4.47 11.59
1975 483.55|| 45.73| 50.52 3110 63.00) 47.14 802.49 431 9.15
1976 575.85| 54.46| 60.44 39.57| 73.94| 5294 974.92 3.77 8.9
1977 567.66| 53.69| 57.86 41.09| 81.84| 5525 894.63 4.62 10.79
1978 567811 53.70| 58.23 4350| 78.44] 56.65 820.23 5.28 12.03
1979 .. 616.68 | 5832| 64.76 4734) 7641 6142 844.40 547 13.46
1980 .. 720.15( 68.10| 78.70 60.61| 74.69| 64.25 891.41 5.26 12.66
1981 78262 | 74.02| 8544 72.61| 77.81| 73.52 932.92 5.20 11.96
1982 728841 6893| 78.18 60411 7949 7199 884.36 5.81 11.60

1983 979.52 || 92.63| 107.45 89.36| 93.99| 95.34| 1,190.34 4.40 8.
1984 977.33|| 92.46| 108.01 85.63| 92.89| 89.28| 1,178.48 4.64 10.02
1985 1,142.97 || 108.09| 123.79 104.11| 113.49| 11421 1,328.23 4.25 8.12
1986 1,438.02 || 136.00| 155.85 119.87| 142.72| 147.20 1,792.76 3.49 6.09
1987 1,709.79 || 161.70| 195.31 140.39 | 148.59| 146.48| 2,275.99 3.08 548
1988 1,585.14 || 149.91| 180.95 134.12 | 143.53| 127.26| 2,060.82 3.64 8.01
1989 1,903.36 || 180.02| 216.23 175.28 | 174.87| 151.88| 2,508.91 322.84 437.81 3.45 742
1990 1,939.47 || 183.46 | 225.78 158.62| 181.20| 133.26| 2,678.94| 334.59| 409.17 3.61 6.47
1991 2,181.72 || 206.33 | 258.14 173.99| 185.32| 150.82| 2,929.33| 376.18| 491.69 3.24 479
1992 2,421.511| 229.01| 284.62 201.09| 19891 | 179.26| 3,284.29| 41574| 599.26 2.99 422
1993 2,638.96 || 249.58| 299.99 242491 22890 | 216.42| 3522.06| 451.41| 71516 2.78 4.46
1994 .. 2,687.02|| 254.12| 315.25 247.29| 209.06| 209.73| 3,793.77| 460.42| 751.65 2.82 5.83
1995 .. 3,078.56 || 291.15| 367.34 269.41| 220.30| 238.45| 4,493.76| 541.72| 925.19 2.56 6.09
1996 3,787.20|| 358.17 | 453.98 327.33| 249.77| 303.89| 5,742.89| 670.50| 1,164.96 2.19 5.24
1997 4,827.35|| 456.54 | 574.52 41460 | 283.82| 424.48| 744115 873.43| 1,469.49 .77 4.57
1998 5,818.26 || 550.26 | 681.57 468.69| 378.12| 516.35| 8625.52| 1,085.50| 1,794.91 149 3.46
1999 6,546.81|| 619.16| 774.78 491.60| 47373| 530.86| 101464.88| 1.327.33| 2.728.15 1.25 3.17
2000 6,805.89 || 643.66| 810.63 413.60| 477.65| 553.13| 10,734.90| 1,427.22| 3,783.67 1.15 3.63
2001 6,397.85|| 605.07 | 748.26 443.59| 377.30| 595.61| 10,189.13| 1,194.18| 2,035.00 1.32 2.95
2002 5,578.89 || 527.62| 657.37 431.10| 260.85| 555.27| 9,226.43 993.94| 1539.73 1.61 2.92
2003 5,447.46 (3)] 633.18 436.51| 237.77| 565.75| 8,993.59 965.23 | 1,647.17 1.77 3.84

1 Averages of daily closing prices.

2|ncludes stocks as follows: for NYSE, all stocks listed; for Dow Jones industrial average, 30 stocks; for S&P composite index, 500 stocks;
and for Nasdaq composite index, over 5,

3The NYSE relaunched the composite index on January 9, 2003, incorporating new definitions, methodology, and base value. (The com-
posite index based on December 31, 1965=50 was discontinued.) Subset indexes on financial, energy, and health care were released by the
NYStE undJanuary 8, 2004 (see Table B-96). NYSE indexes shown in this table for industrials, utilities, transportation, and finance were dis-
continued.

4 Effective April 1993, the NYSE doubled the value of the utility index to facilitate trading of options and futures on the index. Annual
indexes prior to 1993 reflect the doubling.

5Based on 500 stocks in the S&P composite index.

6 Aggregate cash dividends (based on latest known annual rate) divided by aggregate market value based on Wednesday closing prices.
Monthly data are averages of weekly figures; annual data are averages of monthly figures.

7Quarterly data are ratio of earnings (after taxes) for 4 quarters ending with particular quarter to price index for last day of that quarter.
Annual data are averages of quarterly ratios.

Sources: New York Stock Exchange (NYSE), Dow Jones & Co., Inc., Standard & Poor’s (S&P), and Nasdaq Stock Market.
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TABLE B—96.—Common stock prices and yields, 2000—-2005

Common stock prices! Common stock yields
Stondard —— (S&P) (percent) 4
. tandar asdaq
New York Stock Exchange indexes? 3 Dow % Poor’s composi
- posite
Year or month (December 31, 2002=5,000) Jones composite index Dividend- Earnings-
c Hoalth industriazl (ilngdﬁ ({(999.15, price5 price6
om- ) ! ealt| average - = ratio ratio
posite | financial | Energy Care 832102 | 100)2
6,805.89 10,734.90 1,427.22 3,783.67 1.15 3.63
6,397.85 10,189.13 1,194.18 2,035.00 1.32 2.95
5,578.89 9,226.43 993.94 1,539.73 1.61 2.92
544746 | 5,583.00 527390 | 5288.67 8,993.59 965.23 1,647.17 1.77 3.84
6,612.62 | 6,822.18 6,952.36 | 5924.80 | 10,317.39 1,130.65 1,986.53 1.72 4.89
7,349.00 | 7,383.70 9,377.84 | 6,283.96 | 10,547.67 1,207.23 2,099.32 1.83
6,878.79 10,682.74 1,335.63 2,656.86 1.16
6,852.31 10,774.57 1,305.75 2,449.57 1.22
6,380.65 10,081.32 1,185.85 1,986.66 1.33
6,418.94 10,234.52 1,189.84 1,933.93 1.32
6,814.16 11,004.96 1,270.37 2,181.13 1.23
6,670.56 10,767.20 1,238.71 2,112.05 1.27
6,485.53 10,444.50 1,204.45 2,033.98 1.30
6,391.99 10,314.68 1,178.51 1,929.71 1.34
5,756.20 9,042.56 1,044.64 1,573.31 1.48
5,879.37 9,220.75 1,076.59 1,656.43 145
6,083.09 9,721.82 1,129.68 1,870.06 1.38
6,162.59 9,979.88 1,144.93 1,977.71 1.36
6,151.15 9,923.80 1,140.21 1,976.77 1.38
6,022.23 9,891.05 1,100.67 1,799.72 143
6,352.08 10,500.95 1,153.79 1,863.05 1.37
6,212.88 10,165.18 1,112.03 1,758.80 1.42
6,087.85 10,080.48 1,079.27 1,660.31 147
5,755.89 9,492.44 1,014.05 1,505.49 1.58
5,139.94 8,616.52 903.59 1,346.09 1.76
5,200.62 8,685.48 912.55 1,327.36 1.72
4,980.65 8,160.78 867.81 1,251.07 1.80
4,862.70 8,048.12 854.63 1,241.91 1.86
5,104.89 8,625.72 909.93 1,409.15 1.73
5,075.76 8,526.66 899.18 1,387.15 177
5,055.78 | 5,092.08 4,900.65 | 5,043.19 8,474.59 895.84 1,389.56 1.80
4,738.56 | 4,723.86 4,802.42 | 4,788.19 7,916.18 837.62 1,313.26 1.95
4,724.22 | 4,685.40 4,855.44 | 4,854.73 1,971.73 846.62 1,348.50 1.93
4,977.45 | 5,036.82 4916.44 | 5,078.71 8,332.09 890.03 1,409.83 1.83
5269.96 | 5,357.20 5190.65 | 5316.27 8,623.41 935.96 1,524.18 1.75
5583.42 | 5,690.39 552245 | 5557.87 9,098.07 988.00 1,631.75 1.66
5567.94 | 5790.61 5276.08 | 5A457.98 9,154.39 992.54 1,716.85 1.71
5,580.87 | 5,776.36 5368.25 | 5263.19 9,284.78 989.53 1,724.82 1.78
574842 | 5897.76 5453.23 | 5402.56 9,492.54 1,019.44 1,856.22 1.73
589439 | 6,187.33 555299 | 542831 9,682.46 1,038.73 1,907.89 1.71
5989.42 | 6,282.53 547484 | 5521.85 9,762.20 1,049.90 1,939.25 1.69
6,239.14 | 6,475.68 597331 | 5751.14 | 10,124.66 1,080.64 1,956.98 1.67
6,569.76 | 6,827.35 6,323.29 | 6,000.57 | 10,540.05 1,132.52 2,098.00 1.62
6,661.38 | 6,978.62 6,337.87 | 6,134.16 | 10,601.50 1,143.36 2,048.36 1.63
6,574.75 | 6,914.60 6,455.53 | 5908.76 | 10,323.73 1,123.98 1,979.48 1.68
6,600.77 | 6,792.05 6,638.65 | 6,028.53 | 10,418.40 1,133.08 2,021.32 1.68
6,371.44 | 6,495.19 6,572.79 | 6,022.12 | 10,083.81 1,102.78 1,930.09 1.74
6,548.06 | 6,683.10 6,780.86 | 6,063.65 | 10,364.90 1,132.76 2,000.98 1.70
6,443.45 | 6,569.52 6,971.57 | 5823.34 | 10,152.09 1,105.85 1,912.42 1.77
6,352.83 | 6,566.19 6,866.75 | 5733.68 | 10,032.80 1,088.94 1,821.54 1.81
6,551.90 | 6,773.95 7,270.08 | 5890.05 | 10,204.67 1,117.66 1,884.73 1.78
6,608.98 | 6,792.44 7,593.71 | 5,668.02 | 10,001.60 1,118.07 1,938.25 1.79
6,933.75 | 7,118.40 7,773.26 | 581820 | 10,411.76 1,168.94 2,062.87 1.74
7,134.42 | 7,354.73 7,843.99 | 6,006.46 | 10,673.38 1,199.21 2,149.53 1.72
7,056.85 | 7,282.65 7,841.24 | 5970.34 | 10,539.51 1,181.41 2,071.87 1.77
7,241.89 | 7,377.10 8646.71 | 6,052.78 | 10,723.82 1,199.63 2,065.74 1.76
7,275.51 | 7,274.12 9,077.38 | 6,148.03 | 10,682.09 1,194.90 2,030.43 1.79
7,077.97 | 7,014.98 8,793.74 | 6,253.05 | 10,283.19 1,164.42 1,957.49 1.86
7,094.02 | 7,092.20 851339 | 643230 | 10,377.18 1,178.28 2,005.22 1.86
7,238.96 | 7,199.86 9,122.87 | 6,408.88 | 10,486.68 1,202.26 2,074.02 1.83
7,389.23 | 7,373.25 9,607.53 | 6,342.76 | 10,545.38 1,222.24 2,145.14 1.82
7,482.93 | 7,374.01 | 10,034.26 | 6,383.81 | 10,554.27 1,224.21 2,157.85 1.82
7,584.49 | 743585 | 10,672.51 | 6,412.24 | 10,532.54 1,225.91 2,144.61 1.84
7,373.23 | 7,368.60 991563 | 6,270.83 | 10,324.31 1,191.96 2,087.09 1.90
7,585.75 | 7,800.01 9,998.62 | 6,297.57 | 10,695.25 1,237.37 2,202.84 1.85
Dec .. 7,787.22 | 8,011.76 | 10,310.18 | 6,434.97 | 10,827.79 1,262.07 2,246.09 1.84

1 Averages of daily closing prices. ) ) )
2Includes stocks as follows: for NYSE, all stocks listed (in 2005, about 2,800); for Dow Jones Industrial average, 30 stocks; for S&P com-
posite index, 500 stocks; and for Nasdaq composite index, in 2005, over 3,100. o _
3The NYSE relaunched the composite index on January 9, 2003, incorporating new definitions, methodology, and base value. Subset indexes

on financial, energy, and health care were released by the NYSE on January 8, 2004.

“Based on 500 stocks in the S&P composite index. . . _
5Aggregate cash dividends (based on latest known annual rate) divided by aggregate market value based on Wednesday closing prices.
Monthly data are averages of weekly figures, annual data are averages of monthly figures. o
6 Quarterly data are ratio of earnings (after taxes) for 4 quarters ending with particular quarter to price index for last day of that quarter.

Annual data are averages of quarterly ratios.

Sources: New York Stock Exchange (NYSE), Dow Jones & Co., Inc., Standard & Poor's (S&P), and Nasdaq Stock Market.
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AGRICULTURE

TABLE B=97.—Farm income, 19452005
[Billions of dollars]

Income of farm operators from farming
Gross farm income
Year Cash marketing receipts Produc-
Value of Direct tion '\liﬁtcg?nrén
Total! Livestock inventory | Government | expenses
Total and Crops?2 | changes® | payments*
products

1945 254 21.7 12.0 9.7 -0.4 0.7 13.1 12.3
1946 29.6 24.8 13.8 11.0 0 8 14.5 15.1
1947 324 29.6 16.5 13.1 -18 3 17.0 154
1948 36.5 30.2 17.1 13.1 17 3 18.8 17.7
1949 308 27.8 15.4 12.4 -9 2 18.0 12.8
1950 331 284 16.1 12.4 8 3 19.5 13.6
1951 383 32.8 19.6 13.2 1.2 3 223 15.9
1952 37.7 32.5 18.2 14.3 9 3 22.8 149
1953 344 31.0 16.9 14.1 -6 2 215 13.0
1954 342 29.8 16.3 13.6 5 3 21.8 124
1955 334 29.5 16.0 13.5 2 2 22.2 113
1956 339 304 16.4 14.0 -5 6 22.1 11.2
1957 348 29.7 17.4 12.3 6 1.0 23.7 11.1
1958 39.0 33.5 19.2 14.2 8 11 25.8 13.2
1959 379 33.6 18.9 14.7 0 7 27.2 10.7
1960 38.6 34.0 19.0 15.0 4 7 274 11.2
1961 40.5 352 19.5 15.7 3 15 28.6 12.0
1962 2.3 36.5 20.2 16.3 6 17 303 12.1
1963 434 375 20.0 174 6 1.7 31.6 11.8
1964 12.3 373 19.9 17.4 -8 22 318 10.5
1965 46.5 39.4 219 17.5 1.0 2.5 33.6 12.9
1966 50.5 434 25.0 18.4 -1 33 36.5 14.0
1967 50.5 42.8 244 18.4 7 3.1 38.2 12.3
1968 51.8 442 255 18.7 1 35 39.5 12.3
1969 56.4 48.2 286 19.6 1 38 42.1 143
1970 58.8 50.5 29.5 21.0 0 37 445 144
1971 62.1 52.7 30.5 223 14 3.1 47.1 15.0
1972 711 61.1 35.6 255 9 40 51.7 19.5
1973 98.9 86.9 458 111 34 26 64.6 344
1974 98.2 924 113 51.1 -16 5 71.0 213
1975 100.6 88.9 43.1 458 34 8 75.0 25.5
1976 102.9 95.4 46.3 49.0 -15 N 82.7 20.2
1977 108.8 96.2 47.6 48.6 11 1.8 88.9 19.9
1978 1284 112.4 59.2 53.2 19 3.0 103.2 25.2
1979 150.7 1315 69.2 62.3 5.0 14 123.3 274
1980 149.3 139.7 68.0 71.7 6.3 1.3 133.1 16.1
1981 166.3 141.6 69.2 72.5 6.5 1.9 139.4 26.9
1982 164.1 142.6 703 723 -14 35 140.3 238
1983 153.9 136.8 69.6 67.2 -10.9 9.3 139.6 14.3
1984 168.0 142.8 729 69.9 6.0 8.4 142.0 26.0
1985 161.1 144.0 70.1 73.9 -2.3 1.7 132.6 28.5
1986 156.1 135.4 716 63.8 2.2 118 125.0 311
1987 168.4 141.8 76.0 65.8 -2.3 16.7 130.4 38.0
1988 177.9 151.3 79.6 716 4.1 14.5 138.3 39.6
1989 1916 160.5 83.6 76.9 38 10.9 145.1 46.5
1990 197.8 169.3 89.1 80.2 33 9.3 151.5 46.3
1991 192.0 168.0 85.8 82.2 -2 8.2 151.8 40.2
1992 201.1 172.0 85.8 86.3 42 9.2 150.4 50.7
1993 205.0 178.3 90.5 87.8 42 134 158.3 46.7
1994 216.1 181.4 88.3 93.1 83 79 163.5 52.6
1995 2109 188.2 87.2 101.0 -5.0 13 171.1 39.8
1996 235.8 199.4 929 106.5 79 13 176.9 59.0
1997 238.0 207.8 96.5 1113 6 15 186.7 51.3
1998 2326 196.5 94.2 102.2 -6 12.4 185.5 47.1
1999 235.0 187.8 95.7 921 -2 21.5 187.2 47.1
2000 242.0 192.1 99.6 92.5 1.6 229 193.1 18.9
2001 248.7 200.1 106.7 93.3 11 20.7 197.1 51.5
2002 229.9 195.0 94.0 101.0 -34 11.2 193.4 36.6
2003 259.8 216.6 105.6 111.0 -25 17.2 200.3 59.5
2004 2923 241.2 1235 117.8 7.0 13. 209.8 82.5
2005~ 293.4 239.6 1237 115.9 -13 22.7 221.9 715

1Cash marketing receipts, Government payments, value of changes in inventories, other farm related cash income, and nonmoney income

produced by farms including imputed rent of operator residences.

2Crop receipts include proceeds received from commodities placed under Commodity Credit Corporation loans.
3 Physical changes in beginning and ending year inventories of crop and livestock commodities valued at weighted average market prices

during the year.

4Includes only Government payments made directly to farmers.

Note.—Data for 2005 are forecasts.

Source: Department of Agriculture, Economic Research Service.
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TABLE B—98.—Farm business balance sheet, 1950-2004
[Billions of dollars]

Assets Claims
Physical assets Financial assets
£nd of Nonreal estate nvest Real Non- | pronri

nd of year Total - nvest- Total ea real ropri-
Live- : ments h estate etors’
assets er;teaatle stock "e/lgcg'nnd cr'l):g;,d Total4| in | Other? claims debt® %set;ttg equity

and motor Crops 2 in- cooper-

E(r);ll vehicles puts3 atives
1216 754 17.1 12.3 7. 9.7 2.7 7.0 121.6 5.2 571 1107
136.0 83.8 19.5 143 8. 10.2 2.9 73 136.0 5.7 69| 1234
133.1 85.1 14.8 15.0 1. 103 32 7.1 133.1 6.2 7.1 1198
128.7 84.3 11.7 15.6 6. 10.3 3.3 7.0 128.7 6.6 63| 1158
132.6 87.8 11.2 15.7 7. 104 3.5 6.9 132.6 7.1 6.7 1188
137.0 93.0 10.6 16.3 6. 10.6 3.7 6.9 137.0 18 73] 1219
145.7 100.3 11.0 16.9 6. 10.7 4.0 6.7 145.7 8.5 741 1298
154.5 106.4 13.9 17.0 6. 10.8 42 6.6 154.5 9.0 82| 1373
168.7 114.6 17.7 18.1 6. 114 45 6.9 168.7 9.7 941 1496
172.9 121.2 15.2 19.3 6. 11.0 48 6.2 172.9 10.6 10.7| 1516
174.4 123.3 15.6 19.1 6. 10.0 42 5.8 174.4 11.3 1.1} 1519
181.6 129.1 16.4 19.3 6. 10.4 45 5.9 181.6 12.3 11.8| 157.5
188.9 134.6 17.3 19.9 6. 10.5 46 5.9 188.9 13.5 13.2] 1622
196.7 142.4 15.9 204 1. 10.7 5.0 5.7 196.7 15.0 146 167.1
204.2 150.5 14.5 21.2 7. 11.0 5.2 58| 2042 16.9 153 1721
220.8 161.5 17.6 224 7. 114 54 6.0 2208 18.9 16.9| 185.0
234.0 171.2 19.0 24.1 8. 11.6 5.7 6.0 2340 20.7 18.5] 1948
246.1 180.9 18.8 26.3 8. 12.0 5.8 6.1 246.1 22.6 196 203.9
257.2 189.4 20.2 21.7 7. 12.4 6.1 63| 2572 24.7 192 2132
267.8 195.3 228 28.6 8. 12.8 6.4 64| 267.8 26.4 20.0| 2214
278.8 202.4 23.7 304 8. 13.7 12 6.5 2788 21.2 213 2303
301.8 217.6 21.3 3241 10. 14.5 79 6.7| 301.8 28.8 24.0| 2489
339.9 243.0 33.7 36| 12 15.7 8.7 69 3399 314 26.7| 281.8
418.5 298.3 124 39.7|  21. 16.8 9.7 7.1 418.5 35.2 316| 3517
449.21 3356 24.6 85| 22. 18.1 11.2 69| 4492 39.6 35.1| 3745
510.8 383.6 29.4 5741 20. 19.9 13.0 6.9 510.8 43.8 39.8| 4273
590.7| 456.5 29.0 633 20. 213 143 6.9 590.7 48.5 457 496.5
651.5 509.3 319 69.3| 20. 20.5 13.5 7.0 651.5 55.8 52.6| 543.1
1771 601.8 50.1 788| 23. 23.2 16.1 7.1 1771 63.4 60.4| 653.9
9147 706.1 61.4 919| 29. 254 18.1 13 914.7 758 71.7| 767.2
1,000.4 7828 60.6 97.5| 32 26.7 19.3 741 1,000.4 85.3 71.2| 838.0
997.9 785.6 53.5 1011 29. 28.2 20.6 761 9979 93.9 83.8| 8202
962.5 750.0 53.0 1039| 25. 29.7 21.9 78] 962.5 96.8 87.2| 7785
959.3 7534 49.5 1017 23. .| 309 22.8 8.1 959.3 98.1 88.1| 773.1
897.8 661.8 49.5 1258| 26. 0| 326 243 83| 8978 101.4 87.4| 709.0
7759 586.2 46.3 86.1| 22. 2| 333 24.3 9.0 7759 94.1 78.1| 603.8
722.0 542.4 47.8 79.0| 16. d| 344 2441 100 722.0 84.1 67.2| 570.7
756.5 563.7 58.0 78.7| 17. 2| 352 25.3 9.9 756.5 75.8 62.7| 618.0
788.5 582.3 62.2 81.0| 23. 5| 359 256| 104 788.5 70.8 62.3| 6554
813.7 600.1 66.2 84.1| 23. 6| 367 263 104| 8137 68.8 62.3| 682.7
840.6 619.1 70.9 86.3| 23. 8| 383 27.5| 109| 8406 67.6 63.5| 709.5
844.2 624.8 68.1 85.9| 22. 6| 405 287 118| 8442 67.4 64.4| 7123
867.8 640.8 71.0 84.8| 24. 9| 430 294 136| 8678 67.9 63.7| 736.2
909.2 677.6 72.8 85.4| 23. 8| 463 31.0] 153 909.2 68.4 65.9| 774.9
934.7 704.1 67.9 86.8| 23. 0| 476 321 1565|9347 69.9 69.0| 7958
965.7 7405 57.8 876| 2. 4 491 341 150 965.7 717 713| 822.8
1,002.9 769.5 60.3 88.0| 3l 41 490 349 141] 1,002.9 74.4 742| 8543
1,051.3| 808.2 67.1 88.7| 32. 9| 496 357 139] 10513 78.5 7841 8944
1,083.4| 8404 63.4 89.8| 29. 0| 547| 405| 142 10834 83.1 81.5| 9187
1,138.8| 887.0 732 89.8| 28. 0| 565 41.9| 146| 11388 87.2 80.5| 971.1
1,203.2 946.4 76.8 90.1| 27. 9| 57.1 430 14.1| 1,203.2 91.1 86.5|1,025.6
1,255.9 996.2 78.5 92.8| 25. 2| 589| 436| 153| 12559 96.0 89.711,070.2
1,304.0 | 1,045.7 75.6 936| 231 6| 604| 447| 158| 1,304.0 103.4 90.0| 1,110.7
1,378.8| 1,111.8 78.5 959| 244 6| 624| 456| 169 13788 108.0 90.0|1,180.8
1,500.8 | 1,227.1 794 98.7| 244 T 655 s | e 1,500.8 114.3 92.711,293.9

LExcludes commercial broilers; excludes horses and mules beginning 1959; excludes turkeys beginning 1986.

2Non-Commodity Credit Corporation (CCC) crops held on farms plus value above loan rate for crops held under CCC.

3Includes fertilizer, chemicals, fuels, parts, feed, seed, and other supplies. .
4 4Be_tg|nmng in 2004, data available only for total financial assets. Data through 2003 for other financial assets are currency and demand
leposits.

5|ncludes CCC storage and drying facilities loans.

6Does not include CCC crop loans. ) e ) )

7Beginning 1974, data are for farms included in the new farm definition, that is, places with sales of $1,000 or more annually.

Note.—Data exclude operator households.
Beginning 1959, data include Alaska and Hawaii.

Source: Department of Agriculture, Economic Research Service.
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TABLE B—99.—Farm output and productivity indexes, 1948-2004

[1996=100]
Farm output Productivity
indicators
Primary output

v Fa{rmt Fatrmt

ear outpu outpu

i Secondary : ¢
Total Livestock per unit per unit

and Crops output of total of

products factor labor

input input
1948 41 44 42 20 42 13
1949 41 47 40 18 40 13
1950 41 19 38 17 40 13
1951 43 52 40 18 41 15
1952 4 53 41 20 42 15
1953 45 54 42 21 43 16
1954 45 56 41 21 4 17
1955 46 58 42 23 44 18
1956 47 59 42 25 45 19
1957 46 58 41 29 45 20
1958 49 59 46 35 47 22
1959 51 62 46 53 48 24
1960 53 62 49 57 50 26
1961 53 65 48 56 51 27
1962 54 65 49 55 51 27
1963 56 67 51 56 52 29
1964 55 69 49 51 53 31
1965 57 67 52 51 54 32
1966 56 68 51 50 53 34
1967 58 70 53 52 56 38
1968 59 70 55 13 56 39
1969 60 70 57 16 56 40
1970 60 13 54 40 56 41
1971 64 74 61 40 60 45
1972 64 75 61 39 60 45
1973 67 76 65 42 62 43
1974 63 75 59 40 58 45
1975 66 70 67 41 64 48
1976 67 74 67 41 63 50
1977 71 75 72 40 67 54
1978 73 75 75 45 65 56
1979 78 77 82 44 67 59
1980 75 80 75 39 64 58
1981 81 82 86 32 72 63
1982 82 81 87 51 74 69
1983 71 83 67 53 65 61
1984 81 82 85 51 77 72
1985 85 84 89 60 82 82
1986 82 84 83 58 80 78
1987 84 86 84 68 83 78
1988 80 88 74 84 80 13
1989 86 88 84 91 87 82
1990 90 89 90 92 91 91
1991 90 92 89 97 90 91
1992 96 94 97 95 98 99
1993 91 95 88 100 92 99
1994 101 99 104 98 98 94
1995 96 101 92 108 92 89
1996 100 100 100 100 100 100
1997 104 101 105 111 101 105
1998 105 104 104 126 101 112
1999 108 107 105 133 102 115
2000 108 108 107 120 107 122
2001 108 107 106 126 107 124
2002 107 110 102 126 107 122
2003 108 110 105 122 111 131
2004 112 110 114 116 117 144

Note.—Farm output includes primary agricultural activities and certain secondary activities that are closely linked to agricultural produc-
tion for which information on production and input use cannot be separately observed.

See Table B-100 for farm inputs.
Source: Department of Agriculture, Economic Research Service.
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TABLE B—100.—Farm input use, selected inputs, 1948-2005

arm employment elected indexes o0
F: | ; Selected ind f
(thousands) Crops input use (1996=100)
. Sg:geer[rj]— "Fs{f;d Capital input Labor input Materials input
ear mil- )
and ’ H Total Agri-
p Hired lions Dur- Pur-
Total | unpaid " f farm bl Hired Self- Feed £ cul- hased
family | WOrkers | 0 input | Total | %€ | Total | €Y | em- | Total | and | E"€™ | tural | CNASE
workz- acres)? er?lglnpt- labor ployed seed | & c_herln» Slgg‘g
ers icals
9,759 7433\ 2,326 356 97| 108 66| 326 279| 349 48 60 71 20 43
9,633 7392 2,241 360 101 109 78| 318| 259 347 54 62 86 21 41
9,283 6,965 2,318 345 1021 112 90| 306| 270 324 55 62 88 25 43
8,653 6,464 | 2,189 344 103 115 1000 294| 261| 311 57 65 88 25 47
8,441 6,301 | 2,140 349 1041 117 109 287| 255| 304 58 64 93 26 51
7,904 5817 | 2,087 348 1041 119 1141 275| 248| 289 58 66 94 26 48
7,893 5782 | 2111 346 1021 120 1200 270| 234| 288 56 61 97 27 47
1,719 5675| 2,044 340 1051 120 1221 264| 230| 281 60 69| 101 28 49
§ 5451 | 1916 324 1051 120 1241 247| 210| 267 63 71 101 30 51
6,966 5046 | 1,920 324 1041 119 1221 229| 201| 244 64 75 99 29 52
6,667 4,705| 1,962 324 105 118 1211 219| 203| 227 68 79| 105 30 54
6,565 4,621 1944 324 107 118 121 217| 198| 227 71 80| 106 34 74
6,155 4260 1,895 324 106 118 1231 205| 198| 208 71 80| 109 34 72
5994 4135 1859 302 1041 118 1211 200 197| 201 70 77 112 37 70
5,841 3997 1844 295 106 118 1191 201} 197| 202 72 80| 113 41 71
5,500 3,700 1,800 298 106 118 1191 192 196| 190 74 83| 116 45 70
5,206 3,585 1,621 298 105 119 121 181 177| 182 74 81| 123 49 68
4,964 3,465 1,499 298 1041 119 1231 176| 167| 181 74 80| 121 50 69
4,574 3,224 | 1,350 294 1051 119 126 164| 150| 170 78 86| 120 55 69
4,303 3,036 1,267 306 1051 120 1311 154 139| 161 80 87| 119 62 72
4,207 2974 1,233 300 106 121 1371 153| 135| 162 81 88| 123 66 71
4,050 2,843 1,207 290 107 121 139 151 136| 158 85 92| 126 74 68
3,951 2,727 1,224 293 1071 120 140 144| 137| 147 86 95| 126 79 65
3,868 2,665| 1,203 305 1061 120 1421 142| 136| 145 86 92| 122 86 65
,870 ! 1,206 294 1071 119 1421 141| 135| 144 88 95| 118 94 64
3,947 2,702 | 1,245 321 1081 119 1451 140| 137| 141 91 96| 111| 110 69
3919 2,588 | 1,331 328 1081 120 153 140| 146| 136 90 96 97| 115 69
3,818 2481 1337 336 104 121 1591 137| 148| 131 83 91| 102 79 70
3,741 2,369 1372 337 107 123 1641 135| 150| 128 88 95| 111 89 74
3,660 2,347 1313 345 106| 124 1701 131| 146| 124 86 91| 112 88 75
3,682 2410 1,272 338 113| 126 1751 129 137| 125 971 1041 119 92 88
3,549 2,320 1,229 348 116 127 182 131| 143| 126\ 102| 110 107| 100 93
3,512 2,302 1,210 352 116 130 189 128| 141| 121| 102| 116 98| 100 83
3,328 2,241 1,087 366 112 128 190 128| 141| 121 9| 111 91 9 79
3,267 2,142 1,125 362 111 127 187 119 126 114 96| 113 88 83 88
3,082 1,991 1,091 306 1101 125 178 117| 139| 106 97| 114 88 77 86
2,943 1,930 1,013 348 106 120 170 114 130| 105 93| 103 92 90 83
2,123 1,753 970 342 103 119 161 103| 113 98 92| 104 85 83 85
2,686 1,740 946 325 102| 115 1501 105| 109| 103 91| 104] 101 81 78
2,681 1,717 964 302 100 111 1391 107| 112| 105 90| 101 96 78 81
,685 1,725 960 297 100 109 1311 109| 117| 105 91 99| 102 18 81
2,627 1,709 918 318 98| 107 1251 105| 108| 103 90 95 95 84 87
2,541 1,649 892 322 991 105 121 99| 109 93 941 102 92 88 84
2,548 1,682 866 318 100 105 118 100| 110 94 96| 103 95 93 88
2,506 1,640 866 319 98| 103 114 97| 103 94 95| 102 94 93 85
2,367 1,510 857 308 99| 103 110 921 101 88| 100| 105 97 95 96
2,614 1,774 840 321 103| 101 106 107| 101 111} 102| 106| 100 94 100
2,598 1,730 868 314 105 101 103| 107| 103| 110| 106| 111| 104 9 104
2,434 1,602 832 326 100| 100 100f 100| 100 100| 100| 100| 100| 100 100
2,434 1,557 877 333 103| 100 98 99| 105 96| 106| 107| 104| 103 106
2,285 1,405 880 327 104 99 98 94| 106 87| 113| 116| 115 105 112
2,255 1,326 929 327 105 99 98 93| 112 84| 115 122| 104| 104 115
2,139 1,249 890 324 102 98 98 89| 106 791 110 120 941 103 108
2,084 1,211 873 321 101 98 98 87| 104 78| 110| 116 99| 100 111
2,129 1,243 886 316 100 98 99 88| 105 791 108| 114| 106 99 104
2,017 1,181 836 324 97 97 100 83 96 76| 105| 116 85 93 100
2,013 1,188 825 321 96 97 102 78 85 75 104| 117 82 94 101
.............. 780 Y2 N |

LPersons involved in farmwork. Total farm employment is the sum of self-employed and unpaid family workers and hired workers shown
e

re.
2Data from Current Population Survey (CPS), Department of Commerce (Census Bureau), adjusted for multiple jobholders by Department of

Labor (Bureau of Labor Statistics).

3 Acreage harvested plus acreages in fruits, tree nuts, and vegetables and minor crops. Includes double-cropping.
Source: Department of Agriculture, Economic Research Service.
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TABLE B—-101.—Agricultural price indexes and farm real estate value, 1975-2005
[1990-92=100, except as noted]

Prices received by Prices paid by farmers Adden-
armers dum:
All Production items Average

coT_mod- farn|1

Year or Live- | (s, ; : rea
All services, Live- Agri- estate
month farm Crops s;?]%k interest, stock Fertil- cul- Fnﬁ;’? Farm \lfvaatg: value

prod- P rod- taxes, |Total2| Feed | and izer tural | Fuels chin- | serv- Rent per

ucts pucts and poul- chemi- p ices acre
wage try cals y (dol-

rates! lars)3
73 88 62 47 55 83 39 87 12 40 38 48 44 340
75 87 64 50 59 83 47 74 18 43 43 52 48 397
73 83 64 53 61 82 43 12 71 46 47 57 51 474
83 89 78 58 67 80 65 12 66 48 51 60 55 531
94 98 90 66 76 89 88 77 67 61 56 66 60 628
98| 107 89 75 85 98 85 96 71 86 63 81 65 137
100 111 89 82 92| 110 80| 104 77 98 70 89 70 819
9 98 90 86 9% 99 78| 105 83 97 76 96 74 823
98| 108 88 86 92| 107 76| 100 87 9 81 82 76 788
101 111 91 89 9% 112 73| 103 90 93 85 86 77 801
91 98 86 86 91 95 74 98 90 93 85 85 78 713
87 87 88 85 86 88 13 90 89 76 83 83 81 640
89 86 91 87 87 83 85 86 87 76 85 84 85 599
99| 104 93 91 90| 104 91 9 89 17 89 85 87 632
104 109( 100 96 95| 110 93 99 93 83 94 91 95 668
1041 103| 105 99 99| 103| 102 97 95| 100 9 96 96 96 683
100 101 99 1001 100 98| 102| 103 101 104| 100 98| 100| 100 703
98| 101 97 1011 101 99 96| 100 103 96| 1041 103| 104| 105 713
1011 102( 100 1041 104| 102| 104 96 109 93| 107 110 100| 108 736
100 105 95 106 | 106| 106 941 105 112 89| 113| 110 108| 111 798
1021 112 92 109 108| 103 82| 121 116 89| 120 115 117| 114 844
1121 127 99 115 115 129 75| 125 1191 102 125| 116| 128 117 887
1071 115 98 118 119 125 9| 121 1211 106| 128| 116| 136 123 926

1021 107 97 115 113 111 83| 112 122 84| 132| 115 120( 129
96 97 95 115 111| 100 95| 105 121 93| 135 116| 113| 135

107 111} 103 128 124) 1141 109| 124 121|140 161} 123| 120| 157
19| 117 122 134 132 121 128| 141 120| 163| 162| 124| 120| 161
116 113 120 140 139 116| 140| 163 120 224 171 128| 123| 165
112 114 110 130 127| 117] 113 131 121| 145| 156| 123| 120| 163
17| 122 112 131) 127| 121} 110 134 121 137 156| 123| 120| 163
122 122 122 132 129| 124] 115| 137 121| 142\ 161} 123| 120| 163
125| 124 126 133 131 131} 121} 137 121| 151 161} 123| 120| 159
129| 124| 133 135] 133| 135 126| 136 120 159| 161| 124| 120| 159
128| 123 133 135) 133| 130 134 137 120| 151 161} 125| 120| 159
124] 120 128 135] 133| 128] 136| 138 120| 161| 161} 125| 120| 162
1200 119 122 135] 133| 119 137| 142 120| 170 161} 125| 120| 162

2005: Jan ... | 112| 103| 121 1371 134 113| 134| 156 118 173| 167 126| 123| 169 1,510
Feb 1141 107 119 1371 134 110 134| 156 1181 1841 169| 127| 123| 169]| e
Mar 1191 117} 121 139 136 114 138| 157 1171 210 171} 127| 123| 169
Apr 1221 1221 122 139 138 116| 141| 158 1201 210 171} 127| 123| 161
May 120 118 122 139 138 117| 140| 159 1201 203 171} 127| 123| 161
June 120 122 118 140 139| 120 139| 159 1201 216 171} 129| 123| 161
July .| 118| 117| 118 141 140| 123| 136| 160 120 224 171} 129| 123| 162
Aug .. 17| 116 117 141] 140| 120| 133| 159 121 241 172| 129| 123| 162
Sept .| 117| 112| 122 142 141| 116| 138| 163 121|264 171 129| 123| 162
Oct .| 111} 103| 122 1441 144) 116| 148| 167 122 302 171} 129| 123| 166
Nov .| 113| 105| 121 143 142 114| 149| 176 122 240\ 172| 128 123| 166
Dec .| 114 109| 119 143 142 115 147| 186 123| 226 172| 128| 123| 166

LIncludes items used for family living, not shown separately.

2|ncludes other production items not shown separately. )

3 Average for 48 States. Annual data are: March 1 for 1975, February 1 for 1976-81, April 1 for 1982-85, February 1 for 1986-89, and Jan-
uary 1 for 1990-2005.

Note.—Data on a 1990-92 base prior to 1975 have not been calculated by Department of Agriculture.
Source: Department of Agriculture, National Agricultural Statistics Service.
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[Billions of dollars]

TABLE B—102.—U.S. exports and imports of agricultural commodities, 1945-2005
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defined generally as the market value in the foreign country, excludes import duties, ocean freight, and marine insurance.

Export value, at U.S. port of exportation, is based on the selling price and includes inland freight, insurance, and other charges to the

Note.—Data derived from official estimates released by the Bureau of the Census, Department of Commerce. Agricultural commodities are
defined as (1) nonmarine food products and (2) other products of agriculture which have not passed through complex processes of manufac-

3Includes fruit, nut, and vegetable preparations. Beginning in 1989, includes bananas.

1Total includes items not shown separately.
4Less than $50 million.
Source: Department of Agriculture, Economic Research Service.

2Rice, wheat, and wheat flour.

port. Import value

ture.



INTERNATIONAL STATISTICS

TABLE B—103.—U.S. international transactions, 1946—-2005

[Millions of dollars; quarterly data seasonally adjusted. Credits (+), debits (—)]
Goods?! Services Income receipts and payments

v Net Net Balancde Unilatertal Balance

ear or e on goods curren: on

Balance e travel | Other Balance
quarter Ex military ; and : transfers, | current
ports | Imports on and |services, ; Receipts | Payments on 2
goods tft?gnsfg transpor-| net | SEIVICEs income |  Met account
tation

11,764|  -5,067 6,697 —424 733 310 7,316 172 212 560  -2,991 4,885
16,097 -5973| 10,124 -358 946 145 10,857 1,102 —245 857 -2,122 8,992
13,265 -1,557 5,708 -351 374 175 5,906 1,921 —437 1,484| 4,973 2,417
12,213 -6,874 ,339 -410 230 208 5,367 1,831 —476 1,355 5,849 873
10,203 -9,081 1,122 56| -120 242 1,188 2,068 -559 1,509]  -4,537| -1,840
14,243|  -11,176 3,067 169 298 254 3,788 2,633 -583 2,050/  -4,954 884
13,449| -10,838 2,611 528 83 309 3,531 2,751 -555 2,196 5,113 614
12,412|  -10,975 1,437 1,753]  -238 307 3,259 2,736 -624 2,112|  -6,657| -1,286
12,929| -10,353 2,576 902|  -269 305 3,514 2,929 -582 2,347 -5,642 219
14,424)  -11,527 2,897 -113| =297 299 2,786 3,406 -676 2,730/  -5,086 430
17,556 -12,803 4,753 =221 -361 447 4,618 3,837 -735 3,102 -4,990 2,730
19,562| -13,291 6,271 423  -189 482 6,141 4,180 -796 3,384 4,763 4,762
16,414|  -12,952 3,462 -849| 633 486 2,466 3,790 -825 2,965  -4,647 784
16458| -15310 1,148 -831 -821 573 69 4,132| -1,061 3,071 4,422 -1,282
19,650f 14,758 48921 -1,057 -964 639 3,508 4616 -1,238 3,379 —4,062 2,824
20,108| 14,537 5571 -1,131 -978 732 4,195 4999 -1,245 3,755 4,127 3,822
20,781] -16,260 4,521 -912| -1,152 912 3,370 5618 -1,324 4,294 4,277 3,387
22,272| 17,048 5,224 -742| -1,309] 1,036 4210 6,157| 1,560 4,596 4,392 4414
25501 -18,700 6,801 -794) -1,146| 1,161 6,022 6,824) -1,783 5,041 4,240 6,823
26,461) -21,510 4,951 —487| -1,280| 1,480 4,664 1,437 -2,088 5,350 4,583 5,431
29,3101 -25,493 3,817) -1,043] -1331| 1,497 2,940 1,528 -2,481 5,047 4,955 3,031
30,666| —26,866 38001 -1,187| -1,750| 1,742 2,604 8,021 2,747 5,274 5,294 2,583
33,626| -32,991 635 -596| -1,548| 1,759 250 9,367 -3,378 5,990 5,629 611
36414 35,807 607 —718| -1,763| 1,964 91| 10,913 -4,869 6,044 5,735 399
42,469 -39,86 2,603 -641| 2,038 2,330 2,254| 11,748| -5515 6,233 -6,156 2,331
3,319  -45579 -2,260 653| -2,345 649 -1303| 12,707| 5435 1,272 -7,402| -1,433
49,381 -55797| -6,416 1,072| -3,063| 2,965 -5443| 14,765 6,572 8,192 -8,544| 5795
71,410 70,49 911 7401 -3,158| 3,406 1,900{ 21,808] -9,655| 12,153 -6,913 7,140
98,306| -103,811| -5,505 165 -3,184| 4231\ -4,292| 27,587 -12,084| 15,503 -9,249 1,962
107,088/ -98,185 8,903 1,461 -2,812| 4,854| 12,404| 25351 -12,564| 12,787 -7,075| 18,116
114745| -124.228| 9483 931| -2,558| 5,027| -6,082| 29375 -13311) 16,063 -5,686 4,295
120.816| -151.907| -31.091 1,731] -3,565 ,680| —27,246| 32,354 -14,217 8,137 -5,226| -14,335
142075 -176,002| -33.927 857| -3,573| 6,879| -29,763| 42,088| -21,680| 20,408|  -5,788| -15,143
1841439| 212,007 -27.568| -12313| -2935| 7.251| —24565| 63.834| -32,961| 30873 -6,593 -285
224,250 -249,750| -25,500| -1,822|  -997| 8912| -19,407| 72,606| -42,532| 30,073 8,349 2,317
237,044| -265,067| -28,023 -844 144\ 12,552| -16,172| 86,529| -53,626| 32,903 -11,702 5,030
211,157| -247,642| -36,485 112|  -992| 13,209| -24,156| 91,747| -56,583| 35164| -16,544| 5536
201,799| -268,90 67,102 -563| -4,227| 14,124\ -57,767| 90,000/ -53,614| 36,386/ -17,310| -38,691
219,926 -332,418| -112,492| -2,547 -8,438| 14,404/ -109,073| 108,819 -73,756| 35,063| -20,335| -94,344
215915 -338,088| -122,173| -4,390) -9,798| 14,483| -121,880| 98,542| -72,819| 25,723| -21,998| 118,155
223,344| -368,425| -145,081| 5,181 -8,779| 20,502| -138,538| 97,064| -81,571| 15494| -24,132| -147,177
250,208 -409,765| -159,557| -3,844| -8,010( 19,728| -151,684| 108,184 93,891 14,293| -23,265| -160,655
320230| -447.189| -126959| -6,320| -3.013| 21.725|-114:566 136.713| ~118.026| 18687| —25.274| -121.153
359,916 -477.665| -117.749| —6,749| 3.551| 27.805| -93.142| 161.287| -141:463| 19824| -26.169| -99.486
387,401| -498,438| -111,037| -7,599 7,501 30,270 -80,864| 171,742|-143,192| 28,550| -26,654| -78,968
414,083| -491,0201 -76,937| 5275 16,560| 34,516| -31,136| 149214|-125,085| 24,131 9,904 2,897
439,631 -536,528| -96,897| 1,448 19,969| 39,163| -39,212| 133,767|-109,532| 24,235 -35,100| -50,078
456,943 -589,394| 132,451 1,383 19,714| 41,040) -70,311| 136,057 -110,741| 25,316| -39,811| -84,805
502,859| -668,690| —165,831 2,570/ 16,305| 48,463| -98,493| 166,521| -149,375| 17,146] —40,265| 121,612
575,204| —749,374| -174,170 46001 21,772| 51,414] -96,384| 210,244| -189,353| 20,891| -38,177|-113,670
612,113 -803,113| -191,000 5,385 25,015 56,535/ -104,065| 226,129/ -203,811| 22,318 -43,147|-124,894
678,366/ —876,470| —198,104 4,968 22,152| 62,674) -108,310| 256,804 —244,195| 12,609| —45,205| -140,906
670,416/ -917,103| —246,687 5,220\ 10,210/ 66,248| —-165,009| 261,819| —257,554 4,265| -53,320| 214,064
683,965|-1,029,980| —346,015 2,593 7,085| 72,943 —263 394| 293,925/ -280,037| 13,888| —50,554| -300, 1060
771,994(-1,224,408| —452,414 317|  2,486| 71,339|-378272| 350,918|-329,864| 21,054 -58,781| -415999
718,712|-1,145,900| -427,18 -2,296| 3,254 70,009| -362,729| 288,303| -263,120| 25,183| -51,910| -389,456
682,422(-1,164,720| -482,298| —7,158| —4,245| 72,520| -421,181| 270,792| -260,776| 10,016| -64,046| —475,211
713,421|-1,260,717| -547,296| -12,527| -11,736| 76,745| -494,814| 309,830( -263,526|  46,304| -71,169| -519,679
807,536|~1,472:926| —665,390| 14,485 ~13.304| 75596| —617,583| 379.527| -349.088| 30/439| -80.930| —668.074
193,789| -345241| -151,452| -3,200| -3,212| 19,012(-1383852| 86,401| -71379| 15022 -22,271|-146,101
200,072 -364,059| -163,987| -3,643| -3,014| 18,602| —-152,042| 91,465 -85543 5922 -20,515| -166,635
204,801 -372,576|-167,775| -3,829| -3,394| 17,533| -157,465| 95,504| -89,250 6,254 -15,771| -166,982
208,874 -391,050| -182,176| -3,813| -3,684| 20,452| -169,221| 106,154| 102,918 3,236 -22,374| -188,359
213,840 -400,169| -186,329| -3,020| -4,499| 20,796|-173,052| 106,951| 106,308 643| -26,259| 198,668
223,540| -410,469| -186,929| -3,066| -2,770| 19,166|-173,599| 111,147 -112,688| 1,541 -22,641|-197,781
225,226| —423,151|-197,925| -2,652| -1,676| 19,458|-182,795| 118,732| -118,220 512 -13,538] -195,821

!Adjusted from Census data for differences in valuation, coverage, and timing; excludes military.
2Includes transfers of goods and services under U.S. military grant programs.

See next page for continuation of table.
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TABLE B—103.—U.S. international transactions, 1946—2005—Continued
[Millions of dollars; quarterly data seasonally adjusted. Credits (+), debits (—)]

Financial account Statistical
discrepancy
Canital U.S.-owned assets abroad, net Foreign-owned assets in the U.S., net
accpuunt [increase/financial outflow (-)] [increase/financial inflow (+)] Total of
Year or which:
uarter trans- : {sum of Seasonal
g actions, US. | Other US.| g Foreign Other “the P
net Total official Govern- rivate Total official foreign items mjent
reserve ment Elssets assets assets with sign discrep-
assets? assets reversed) ancyp
623
-3,315
-1,736
-266
1,758
=33
-415
1,256
480
182
-869
-1,165
2,292
1,035
2,145 -1,100 -5,144 2,294 1,473 821 -1,019
60 =910 -5,235 2,705 765 1,939 -989
1,535 -1,085 -4,623 1,911 1,270 641 -1,124
378 -1,662 -5,986 3,217 1,986 1,231 -360
171 -1,680 -8,050 3,643 1,660 1,983 -907
1,225 -1,605 -5,336 742 134 607 -457
570 -1,543 -6,347 3,661 —672 4333 629
53 -2,423 -7,386 7,379 3,451 3,928 -205
-870 2,274 -7,833 9,928 174 10,703 438
-1,179 -2,200 -8,206 12,702 -1,301 14,002 -1,516
3,348 -1,589 | -10,229 6,359 6,908 —550 -219
3,066 1,884 | -12,940 22,970 26,879 3,909 -9,779
706 -1,568 | -12,925 21,461 10,475 10,986 -1,879
158 2,644 | -20,388 18,388 6,026 12,362 —2,654
-1,467 366 | 33,643 35,341 10,546 24,796 -2,558
—849 -3,474 | 35380 17,170 ,027 10,143 A17
-2,558 4,214 | 44,498 38,018 17,693 20,326 8,955
=375 -3,693 | -30,717 53,219 36,816 16,403 -4,099
732 —4,660 | 57,202 67,036 33,678 33,358 9,236
6 -3,746 | -61,176 40,852 -13,665 54,516 24,349
-7,003 5162 | -73,651 62,612 15,497 47,115 20,886
-4,082 5,097 | -103,875 86,232 4,960 81,272 21,792
-4,965 6,131 | -116,786 96,589 3,593 92,997 36,630
-1,196 -5,00 -60,172 ,694 5,845 ,849 16,162
-3,131 5489 | -31,757 117,752 3,140 | 114,612 16,733
-3,858 -2,821 | -38,074 146,115 -1,119 | 147,233 16,478
312 2,022 | -110,014 230,009 35,648 94,360 8,590
9,149 1,006 | -89,450 248,634 45,387 | 203,247 -9,048
-3,912 2,967 | —105,628 246,522 39,758 | 206,764 | -19,289
~25.293 1233 | -151,323 224/928 503 | 216,425 49605
-2,158 2317 | -81393 141,571 33910 | 107,661 25,211
5,763 2923 | -73,075 110,809 17,388 93,421 | -44.840
3,901 -1,667 76,644 170,663 40,476 | 130,185 | -45617
-1,379 -351 | -198,823 282,041 71,753 | 210,288 ,617
5,346 -390 | 183,893 305,989 39,583 | 266,406 -3,717
-9,742 —984 | —341,538 438,562 109,880 | 328,682 28,299
6,668 -989 | 419,088 551,096 126,724 | 424372 | -12,162
-1,010 68 | —484,533 706,809 19036 | 687.773 | -79.414
-6,783 22 | -346,624 423,569 -19,903 | 443472 | 145,026
-504,062 8,747 2,750 | —515,559 740,210 43,543 | 696,667 68,800
-560,523 -290 -941 | 559,292 | 1,046,896 42,758 | 1,004,138 | 69,445
-382,616 -4,911 —486 | 377,219 782,859 28,059 | 754,800 -9,564
—294,027 -3,681 345 | —290,691 794,343 115945 | 678398 | -23,742
-328,397 1,523 537 | 330,457 889,043 278,275 | 610,768 | -37,753
-855,509 2,805 1,215 | -859,529 | 1,440,105 394,710 | 1,045,395 85,126
295,140 557 727 | -296,424 423,023 147,401 | 275,622 18,646
-133,886 1,122 -2 | -135,006 304,937 77,039 | 227,898 —4,044
-137,525 429 -11] -137,943 254,228 75,792 | 178,436 50,672
455 | —288.957 697 501 | —290.155 457,915 94,478 | 363,437 9,856
-4,466 | 81510 5331 4487 | -91,328 243,451 25277 | 218,174 41,193
=315 | -225,202 -797 971 | 225,376 375,816 82,646 | 293,170 47,482
=311 | -124,020 4,766 562 | -129,348 396,919 38,394 | 358,525 | -76,767

3 Consists of gold, special drawing rights, foreign currencies, and the U.S. reserve position in the International Monetary Fund (IMF).
Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—104.—U.S. international trade in goods by principal end-use category, 1965-2005
[Billions of dollars; quarterly data seasonally adjusted]

Exports Imports
Nonagricultural products Nonpetroleum products
Yeartor Agri- nd Petro- nd

Quarter ol tCULI r;rilﬁ_ Capi(tjal ol Ieuan Qrig?- Capiéal

ota ura - goods otal | an . goods
prod- | Total S”gmj'es except rﬁgttﬂ/e Other prod- | Total S”gﬁges except é\gttg/e Other

ucts te- auto- ucts te- auto-

el | motive Mal | motive
26.5 6.3 20.2 16 8.1 1.9 26 2150 20 19.5 9.1 1.5 09/ 80
29.3 6.9 224 82 8.9 24 2.9 2550 21 234 10.2 22 1.8 92
30.7 6.5 24.2 85 9.9 28 3.0 269 21 24.8 10.0 2.5 24 99
33.6 6.3 21.3 9.6 11.1 35 32 330, 24 30.6 12.0 2.8 401 118
36.4 6.1 30.3 103 124 39 3.7 358 2.6 332 11.8 34 49 130
42.5 74 351 12.3 14.7 39 43 399/ 29 36.9 12.4 40 55/ 150
433 18 355 10.9 154 47 45 456 3.7 419 13.8 43 74 164
1494 9.5 39.9 119 16.9 55 5.6 55.8| 47 51.1 16.3 59 87| 202
714 18.0 53.4 17.0 22.0 6.9 16 705/ 84 62.1 19.6 83| 103 239
98.3 224 75.9 26.3 30.9 8.6 10.0) 103.8| 26.6 71.2 27.8 9.8| 120/ 275
107.1 22.2 84.8 26.8 36.6| 10.6 10.8 98.2| 27.0 71.2 240 10.2| 117 253
1147 234 91.4 284 3910 121 11.7) 124.2| 346 89.7 29.8 123|162 314
120.8 24.3 96.5 29.8 39.8| 134 135 151.9] 450/ 106.9 35.7 14.0 186| 386
142.1 299/ 1122 34.2 475 152 153 176.0| 42.6| 1334 40.7 193] 25.0] 484
184.4 355 149.0 52.2 60.2| 179 18.7| 212.0| 60.4| 151.6 47.5 246 26.6) 528
224.3 4200 1822 65.1 763 174 234 249.8| 795 1702 53.0 316| 283 574
237.0 4411 193.0 63.6 8421 197 255 265.1| 784| 186.7 56.1 37.1]  31.0| 624
2112 373 1739 57.7 765 172 224 2476| 620 1857 48.6 384| 343 643
201.8 37.1) 1647 52.7 717|185 21.8| 2689| 55.1| 2138 53.7 437 43.0] 733
2199 384 1815 56.8 770, 224 253 3324| 58.1| 2744 66.1 60.4| 565 914
2159 29.6| 186.3 54.8 793] 249 27.2| 3381 514 286.7 62.6 61.3] 64.9| 979
2233 27.2| 196.2 59.4 82.8) 251 289| 3684 343 3341 69.9 7201 78.1| 1142
250.2 29.8| 2204 63.7 927\ 216 36.4| 409.8] 429 366.8 70.8 85.1| 85.2| 125.7
320.2 388/ 2814 826 119.1] 334 46.3| 4472 39.6| 407.6 83.1| 102.2| 87.9| 1344
359.9 41.1] 3188 90.5] 136.9] 351 56.3| 477.7) 50.9| 426.8 84.6| 112.3| 87.4| 1425
387.4 40.2| 3472 97.0] 153.0] 362 61.0/ 4984 623 436.1 83.0/ 116.4| 88.2| 1485
4141 40.1] 374.0f 1016 166.6] 39.9 65.9] 491.0| 517 4393 81.3] 121.1| 85.5] 1514
439.6 4411 3956 1017\ 1764 469 70.6] 5365 516 4849 89.11 134, 91.5| 169.6
456.9 43.6] 4133] 1051 182.7| 516 7401 589.4| 515/ 5379/ 1008 153.2| 102.1| 182.0
502.9 47.1]  455.8| 1127\ 2057 575 79.9| 668.7) 51.3] 617.4| 113.6] 185.0| 118.1| 200.6
575.2 57.2| 5180 1356| 2344| 614 86.5| 749.4| 56.0| 693.3| 1285 222.1| 123.7| 219.0
612.1 61.5| 550.6| 138.7| 254.0/ 644 936 803.1| 727| 7304| 136.1] 228.4| 128.7| 237.1
678.4 585 619.9| 148.6| 295.8| 734/ 102.0|/ 876.5| 71.7| 804.7| 1449 2536| 139.4|266.8
670.4 53.2| 617.3] 1394 299.8/ 725| 1055 917.1| 50.6/ 866.5 151.6| 269.8| 148.6| 296.4
684.0 49.7) 6343| 140.3| 311.2| 753 107.5 1,030.0( 67.8| 9622 156.3| 295.7| 179.0| 331.2
772.0 52.8| 719.2| 163.9| 357.0{ 80.4| 117.9| 1,224.41120.2| 1,104.2| 1819 347.0) 195.9| 379.4
7187 549/ 6638 1505 321.7| 754| 116.2| 1,145.9|103.6| 1, 172.5| 298.0| 189.8| 382.0
682.4 545/ 627.9| 147.6| 290.4| 789/ 110.9| 1,164.7| 103.5| 1,061.2| 164.6| 283.3| 203.7| 409.6
7134 60.9| 6525/ 162.5| 293.6| 80.7| 115.8| 1,260.7| 133.1| 1,127.6| 181.4| 295.8| 210.2| 440.2
807.5 62.9| 744.6) 192.3] 3315 89.3] 131.5| 1,472.9| 180.5| I, 232.5| 3435 2282|4883
1732 14.2| 1589 40.3 7050 20.0 28.1| 311.0| 356 2754 445 714 51.3| 108.2
1747 14.7|  160.0 40.3 709, 204 284 309.8] 312 2785 445 732  52.7| 108.3
178.2 15.7| 1624 40.1 736/ 19.6 29.2| 3135| 329/ 2806 459 736 51.3| 109.8
187.4 16.2| 1712 41.7 78.7) 207 30.1)  326.5) 334 293.1 46.5 77.71  54.9| 114.0
193.8 159 1779 148 80.7| 210 3141 3452| 40.0| 3052 51.3 80.8| 55.4|117.7
200.1 16.0( 184.1 47.0 823 21 329 364.1) 415 3225 56.9 85.5| 57.2 123.0
204.8 154 1894 19.1 842 231 33.1| 3726| 451 3274 60.8 87.8| 57.5| 1213
208.9 15.6| 1932 51.4 843 234 341 3911 538 3373 63.5 89.4| 58.1] 126.2
213.8 15.6] 1983 53.1 8541 237 36.00 400.2| 52.9| 347.2 65.4 90.7| 58.2| 132.9
2235 17.1|  206.4 56.1 90.2| 235 36.6] 4105 57.4| 353.1 65.3 959 58.1|133.8
2252 16.8) 2084 55.7 90.8| 24.6 37.3] 4232| 67.5| 3556 65.8 96.1| 60.6 133.2

TEnd-use commodity classifications hegmnmg 1978 and 1989 are not strictly comparable with data for earlier periods. See Survey of Cur-
rent Business, June 1988 and July 20

Note.—Data are on a balance of payments basis and exclude military.
In June 1990, end-use categories for goods exports were redefined to include reexports; beginning with data for 1978, reexports (exports of
foreign goods) are assigned to detailed end-use categories in the same manner as exports of domestic goods.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—-105.—U.S.

international trade in goods by area, 1999-2005
[Millions of dollars]

32005 ftirst
uarters
Item 1999 2000 2001 2002 2003 2004 atqannual
rate!
EXPORTS 683,965 | 771,994 | 718,712 | 682,422 | 713421 | 807,536 883,475
Industrial countries 401,525 | 438,292 | 406,148 | 381,132 398,763 441,562 479,901
Euro area? 105474 | 115826 | 111,049 | 103,860 | 109,958 | 124,798 133,411
Canada 166,713 | 178,877 | 163,259 | 160,916 | 169,929 | 189,982 210,192
Japan 56,073 63,473 55,879 49,670 50,253 52,288 53,364
United Kingdom . 37,657 40,725 39,701 32,085 32,871 35,120 37,813
Other3 35,608 39,391 36,260 34,601 35,752 39,374 45,121
Other countries 282,440 | 333,701 | 312,564 | 301,290 | 314,658 | 365974 403,573
OPEC# 18,315 17,625 19,503 17,808 16,556 21,592 29,309
Othergf o 264,125 | 316,076 | 293,061 | 283,482 | 298,102 | 344,382 374,264
which:
China 13,047 16,141 19,108 22,040 28,287 34,639 40,009
Mexico 86,758 | 111,172| 101,181 97,242 97,224 | 110,698 118,364
International organizations and unallocated .. 1
IMPORTS 1,029,980 | 1,224,408 | 1,145,900 | 1,164,720 | 1,260,717 | 1,472,926 | 1,645,052
Industrial countries 557,249 | 636,311 | 599,330 | 591,844 | 622,073 | 702,264 759,656
Euro area? 144,928 | 164,002 | 166,190 | 172,474 | 187,608 | 209,393 226,392
Canada 201,287 | 233,676 | 218,726 | 211,756 | 224,249 | 259,034 284,217
Japan 130,873 | 146,492 | 126,478 | 121,426 | 118,034 | 129,807 137,704
United Kingdom . 38,789 43,388 40,982 40,464 42,574 46,032 49,248
Other3 41,372 48,753 46,954 45,724 49,608 57,998 62,095
Other countries 472,731 | 588,097 | 546,570 | 572,876 | 638,644 | 770,662 885,396
OPEC# 41,952 66,995 59,752 53,246 68,346 94,105 120,357
Othergf o 430,779 | 521,102 | 486,818 | 519,630 | 570,298 | 676,557 765,039
which:
China 81,789 | 100,021 | 102,279 | 125,189 | 152,426 | 196,674 237,275
Mexico 110,550 | 136,811 | 132,205 | 135496 | 139,036 | 157,105 168,492
International organizations and unallocated
BALANCE (excess of eXports +) ....ooooevveeersrerreeeinnns -346,015 | 452,414 | 427,188 | 482,298 | 547,296 | 665,390 | -761,577
Industrial countries —155,724 | -198,019 | -193,182 | -210,712 | -223,310 | —-260,702 | -279,755
Euro area? -39,454 | 48176 | -55141| -68,614 | -77,650 | -84,595 -92,981
Canada 34,574 | -54,799 | -55467 | -50,840 | -54,320 | 69,052 —74,025
Japan 74,800 | -83,019 | -70,599 | -71,756 | -67,781 | -77,519 -84,340
United Kingdom . -1,132 -2,663 -1,281 -8,379 -9,703 | -10,912 -11,435
Other3 -5,764 -9,362 | -10,694 | -11,123 | -13,856 | -18,624 -16,973
Other countries -190,291 | -254,396 | —234,006 | —271,586 | 323,986 | 404,688 | 481823
OPEC# 23,637 | -49,370 | -40,249 | -35438 | -51,790 | -72,513 91,048
Othergf o -166,654 | —205,026 | 193,757 | 236,148 | 272,196 | 332,175 | -390,775
which:
China 68,742 | -83,880 | -83,171 | -103,149 | 124,139 | -162,035 | -197,265
Mexico 23,792 | -25,639 | -31,024 | -38254 | 41,812 | -46,407 -50,128

International organizations and unallocated ..

1

L Preliminary; seasonally adjusted.

2Euro area includes: Austria, Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain, and beginning

2001, Greece.

3 Australia, New Zealand, and South Africa and other western Europe.
4Organization of Petroleum Exporting Countries, consisting of Algeria, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia,
United Arab Emirates, and Venezuela. Previously included Ecuador (through 1992) and Gabon (through 1994).
5Includes mainly Latin America, other Western Hemisphere, and other countries in Asia and Africa, less members of OPEC.

Note.—Data are on a balance of payments basis and exclude military.
For further details regarding these data, see Survey of Current Business, July 2005.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B-106.—U.S. international trade in goods on balance of payments (BOP) and Census basis,
and trade in services on BOP basis, 1981-2005

[Billions of dollars; monthly data seasonally adjusted]

Goods: Exports Goods: Imports Services
(f.a.s. value) 12 (customs value) > (BOP basis)
Census basis (by end-use category) Census basis (by end-use category)
v nd ¢ Auto- | Con- nd c Auto- sﬁ%]ér
ear or ndus-| Cap- | mo- |sumer ndus-| Cap- | mo-
month Total, If:gggg trial | ital | tive |goods| Total, ]Eggg:* trial | ital | tive %ﬁgg_s Ex Im-
BOP | Total, and | SUP- goods | vehi- | (non- | BOP Total, and | SuP- goods | vehi- food) orts orts
basis 3 | Census bev- plies |except| cles, | food) | basis | Census bev- plies |except| cles, ex- P P
basis 34 or- and | auto- partds, except basis 4 or- and | auto- partds, cept
ma- | mo- | and |auto- ma- | mo- | an
a8ES terials| tive en- | mo- a8ES | terials| tive en- a#]tﬁ'
gines | tive gines | e
F.a.s. value? Customs value
237.0/ 2387 .
211.2| 2164 . . 3
201.8| 2056/ 309 56.7 134
219.9| 2240/ 315 617 133
2159 7218.8| 24.0| 585 12.6
223.3| 7227.2| 22.3| 51.3 14.2
250.2| 254.1| 24.3| 66.7 17.7
320.2| 3224| 32.3| 851 23.1
359.9| 363.8/ 37.2) 99.3 36.4
387.4| 3936 3511044 433
414.1| 421.7| 35.7|109.7 45.9
439.6| 448.2| 40.3| 109.1 51.4
456.9| 465.1| 40.6| 1118 54.7
502.9| 512.6| 42.0| 121.4 60.0
575.2| 584.7| 50.5| 146.2 64.4
612.1| 625.1| 55.5| 147.7 70.1
678.4| 689.2| 51.5158.2 774
670.4| 682.1| 46.4| 148.3 80.3
684.0( 695.8| 46.0| 147.5 80.9
772.0( 781.9| 47.9|172.6 89.4
718.71 729.1| 49.4| 160.1 88.3
682.4| 693.1| 49.6 156.8 84.4
71341 724.8| 55.0 173.0 89.9
807.5| 818.8| 56.6| 204.0 103.1
2004:Jan ... 62.2| 631 46 153 78
Feb ... 64.8| 65.7] 47| 159 8.2
Mar ... 66.8| 67.8] 4.8 16.7 8.6
Apr ... 66.1| 67.1] 47| 164 8.5
May ... 68.2| 69.1] 48| 172 8.5
June .. 65.8| 66.8] 4.6 165 8.5
July ... 67.8| 685/ 46| 174 8.4
Aug ... 68.1| 689 45 17.0 8.7
Sept .. 69.0 700/ 48] 174 8.8
Oct ... 69.3| 702| 48] 179 8.9
Nov ... 68.6| 695/ 48 178 8.9
Dec ... 7100 719] 48] 184 9.3
2005:Jan ... 716/ 724) A7) 185 9.4
Feb ... 70.7)  71.5] 46| 187 9.5
Mar ... 715/ 725 48] 187 9.4
Apr ... 746/ 755 5.0] 195 9.3
May ... 745 755] 55 198 9.7
June .. 745 756 5.1 196 9.5
July .. 7511 759 5.0] 199 9.6 . . . X . . .
Aug ... 76.7)  77.9] 5.1} 201 9.5 . . X . . | .
Sept .. 735 746] 49 19.0 9.9 . . . . X . . .
Oct ... 752 76.1] 5.0/ 19.0 9.4 . . . . . . . .
Nov» 774 784 A49] 194 10. 146.2| 1459| 58| 48.8| 32.1| 21.0) 335 319 273

1Department of Defense shipments of grant-aid military supplies and equipment under the Military Assistance Program are excluded from
total exports through 1985 and included beginning 1986.
2F.a.s. (free alongside ship) value basis at U.S. port of exportation for exports.
3Beginning 1989, exports have been adjusted for undocumented exports to Canada and are included in the appropriate end-use categories.
For prior years, only total exports include this adjustment.
4Total includes “other” exports or imports, not shown separately.
5Total arrivals of imported goods other than intransit shipments.
6Total includes revisions not reflected in detail.
7Total exports are on a revised statistical month basis; end-use categories are on a statistical month basis.

Note.—Goods on a Census basis are adjusted to a BOP basis by the Bureau of Economic Analysis, in line with concepts and definitions
used to prepare international and national accounts. The adjustments are necessary to supplement coverage of Census data, to eliminate

duplication of transactions recorded elsewhere in international accounts, and to value transactions according to a standard definition.

Data include international trade of the U.S. Virgin Islands, Puerto Rico, and U.S. Foreign Trade Zones.
Source: Department of Commerce (Bureau of the Census and Bureau of Economic Analysis).
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TABLE B—107.—International investment position of the United States at year-end, 1997-2004

[Billions of dollars]

Type of )
investment 1997 1998 1999 2000 2001 2002 2003 2004+
NET INTERNATIONAL INVESTMENT POSITION
OF THE UNITED STATES:
With direct investment at current cost ..... -820.7 -895.4 -766.2| -1,381.2| -1919.4| -2,107.3| -2,156.7| -2,484.2
With direct investment at market value ... -822.7| -1,070.8| -1,037.4| -1581.0| -2,339.4| -2,455.1| -2,372.4| -2,542.2
U.S.-OWNED ASSETS ABROAD:
With direct investment at current cost ..... 4567.9| 50955 59744 6,2388| 63087 66457 7,641.0| 90528
With direct investment at market value ... | 5379.1| 6,179.1| 7399.7| 7401.2| 69305 6,807.8| 8296.6| 9,972.8
U.S. official reserve assets .......orreirnenes 134.8 146.0 136.4 1284 130.0 158.6 183.6 189.6
Gold! 75.9 753 76.0 718 723 90.8 108.9 113.9
Special drawing rights ... 10.0 10.6 10.3 10.5 10.8 12.2 12.6 13.6
Reserve position in the International Mon-
etary Fund . 18.1 24.1 18.0 14.8 17.9 22.0 225 19.5
Foreign currencie 30.8 36.0 32.2 31.2 29.0 337 395 425
U.S. Government assets, other than ofﬂual re-
serve assets 86.2 86.8 84.2 85.2 85.7 853 84.8 83.6
U.S. credits and other long-term assets . 84.1 84.9 81.7 82.6 83.1 82.7 82.0 80.8
Repayable in dollars . 83.8 84.5 81.4 82.3 82.9 82.4 81.7 80.5
ther 4 3 3 3 3 3 3 3
us. forelgn currency holdings and U. s
short-term assets ........cocevverrecinerinns 2.1 1.9 2.6 2.6 2.5 2.6 2.8 2.8
U.S. private assets:
With direct investment at current cost ..... 4346.9| 4,862.8| 5753.7| 6,0252| 6,093.1| 6,401.8| 7,372.6| 8,779.6
With direct investment at market value ... 5158.1| 5946.4| 7,179.0| 7,1876| 6,7149| 6,563.9| 8,028.3| 9,699.6
Direct investment abroad:
At current cost . 1,068.1| 1,196.0| 14144 15316 1693.1| 1860.4| 20626| 23674
At market value 1,879.3| 22796| 2839.6| 26940 23149| 20226| 27182| 32874
Foreign securities 1,751.21 2,069.4| 2551.9| 24255| 2169.7| 2079.9| 29538| 3,436.7
Bonds 543.4 594.4 548.2 572.7 557.1 705.2 874.4 916.7
Corporate StOCKS ......veevurerrveerrrrrrreeennns 1,2078| 1,4750| 2,003.7| 18528| 16127 13747| 2,079.4| 25201
U.S. claims on unaffiliated foreigners
reported by U.S. nonbanking concerns ...... 545.5 588.3 704.5 836.6 839.3 902.0 597.0 801.5
us. clalms repurted by U.S. banks, not in-
cluded 982.11 11,0090 1,0829| 1231.5| 13909| 15595 1,7593| 21740
FOREIGN-OWNED ASSETS IN THE UNITED
STATES:
With direct investment at current cost ..... 53886 59909| 6,7406| 76200 82281 87529 9,797.7| 11537.0
With direct investment at market value ... | 6,201.9| 7,249.9| 8437.1| 89822| 9,269.9| 9,263.0| 10,669.0| 12,515.0
Foreign official assets in the United States ...... 873.7 896.2 951.1 1,030.7| 1,109.1 1,251.0| 1,567.1 1,982.0
U.S. Government securities ... 648.2 669.8 693.8 756.2 847.0 9704 1,1922| 1,499.6
U.S. Treasury securities 615.1 622.9 617.7 639.8 720.1 812.0 990.4| 1,260.5
(010111 331 46.8 76.1 116.4 126.9 158.4 201.8 239.1
Other U.S. Government liabi 21.7 18.4 21.1 19.3 17.0 17.1 16.6 17.1
U.S. liabilities reported by U.S. b
included elsewhere 1354 125.9 138.8 153.4 1347 155.9 201.1 271.5
Other foreign official assets . 68.4 82.1 97.3 101.8 110.4 107.6 157.2 193.8
Other foreign assets:
With direct investment at current cost ..... 45149 50947 5789.5| 6,589.3| 7,119. 7,502.01 82306 9,555.0
With direct investment at market value ... | 5328.1| 6,353.7| 7,86.0| 7951.5| 8160.9| 80120 9,101.9| 10,533.0
Direct investment in the United States:
At current cost . 824.1 920.0) 1,101.7| 142101 15185 15174 15859 17089
At market value 16374 21790 2,7982| 27832 2560.3| 2027.4| 24572 2,686.9
U.S. Treasury securities . 538.1 543.3 440.7 381.6 375.1 473.5 543.2 639.7
U.S. securities other tha
curities 15127 1,9034| 23513| 26230 28214| 2779.1| 34081| 39878
Corporate and other bonds 618.8 7246 825. 1,068.6| 1,343.1 1,531.0| 1,707.2] 2,059.3
Corporate stocks 893.9| 1,178.8| 1526.1| 15544\ 14783\ 1248.1| 1,700.9| 19285
U.S. currency . 211.6 228.3 250.7 256.0 279.8 3013 317.9 332.7
U:S. liabilities to una g
ported by U.S. nonbanking concerns ......... 459.4 485.7 578.0 7389 798.3 892.6 454.3 581.3
U.S. liabilities repurted by U.S. banks, not
included el 968.8| 1,014.0| 10672 1,168.7| 1326.1| 15382 1921.1| 2,304.6

1Valued at market price.

Note.—For details regarding these data, see Survey of Current Business, July 2005.

Source: Department of Commerce, Bureau of Economic Analysis.
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TABLE B—108.—Industrial production and consumer prices, major industrial countries, 1980-2005

Year or quarter Sl{g{teesdl Canada Japan France Germany 2 Italy Klijn"g'heo%
Industrial production (Index, 2002=100) 3
56.2 57.2 12.2 76.7 75.8 18.7 76.8
56.9 57.5 72.9 75.9 74.4 76.9 13.7
54.0 53.1 73.1 75.3 72.0 74.5 73.8
55.4 56.0 75.5 754 72.5 72.8 75.8
60.4 63.0 82.5 76.7 74.7 75.2 76.3
61.2 66.2 85.5 11.2 78.3 75.3 80.2
61.8 65.7 85.4 79.1 79.7 78.4 81.9
64.9 68.4 88.3 80.5 80.0 80.4 85.3
68.2 73.0 96.5 83.4 82.9 86.0 89.7
68.8 72.8 102.1 86.3 87.0 89.3 91.6
69.4 70.8 106.4 87.5 91.5 88.7 91.6
68.3 68.2 108.4 87.2 94.1 87.9 88.6
70.3 69.1 102.2 86.0 92.0 87.0 89.0
72.6 724 98.6 82.6 85.1 85.0 90.9
76.5 71.0 99.8 85.9 87.6 90.1 95.7
80.2 80.5 103.1 87.6 88.1 95.4 97.3
83.6 81.4 105.5 87.4 88.3 93.8 98.7
89.7 86.0 109.3 90.9 91.0 97.5 100.0
94.9 89.0 102.1 94.2 94.4 98.6 101.1
99.3 94.3 102.4 96.5 95.5 98.5 102.3
103.5 102.4 108.0 100.2 100.8 102.7 104.2
99.9 101.2 101.5 101.1 101.6 102.6
100.0 100.0 100.0 100.0 100.0 100.0 100.0
100.6 101.0 103.0 99.5 100.4 99.4 99.5
104.7 105.0 108.5 101.8 103.5 98.8 100.2
108.1
103.1 102.8 107.0 101.1 102.2 99.9 100.3
104.4 104.5 109.3 101.8 103.6 99.7 100.8
105.1 106.2 109.1 101.5 104.1 99.2
106.2 106.5 107.9 101.8 104.1 98.3 100.2
107.2 106.7 110.0 101.8 105.0 97.3 99.2
107.6 106.7 109.6 101.3 106.0 98.4 99.1
108.0 108.0 109.3 101.8 107.5 99.0 98.6
109.0
Consumer prices (Index, 1982-84=100)
82.4 76.1 91.0 12.2 86.7 63.9 78.5
90.9 85.6 95.3 81.8 92.2 75.5 87.9
96.5 94.9 98.1 91.7 97.0 87.8 95.4
100.4 100.3 100.3 100.8

103.9 104.7 102.1 108.0 102.7 111.4 104.8
107.6 109.0 104.2 114.3 104.8 121.7 111.1
109.6 113.5 104.9 117.2 104.6 128.9 114.9
113.6 118.4 104.9 121.1 104.9 135.1 119.7
118.3 123.2 105.6 124.3 106.3 141.9 1256
124.0 129.3 108.0 128.7 109.2 150.7 1354
130.7 1355 1114 1329 1122 160.4 148.2
136.2 143.1 115.0 137.2 116.3 170.5 156.9
140.3 1453 117.0 1404 1222 179.5 162.7
1445 147.9 118.5 1434 127.6 187.7 165.3
148.2 148.2 1193 1458 1311 195.3 169.3
152.4 151.4 119.2 1484 1333 205.6 175.2
156.9 153.8 1193 1514 1353 2138 1794
160.5 156.3 1215 153.2 137.8 2182 185.1
163.0 157.8 1222 154.2 139.1 222.5 1914
166.6 160.5 121.8 155.0 140.0 226.2 194.3
172.2 164.9 121.0 157.6 142.0 231.9 200.1
177.1 169.1 120.1 160.2 144.8 2383 203.6
179.9 172.9 119.0 163.3 146.7 244.3 207.0
184.0 177.7 118.7 166.7 148.3 250.8 213.0
188.9 181.0 118.7 170.3 150.8 256.3 219.4
195.3 184.9 118.3 173.2 153.7 261.3 225.6
186.3 179.0 1183 168.8 149.6 254.2 216.0
188.9 181.1 118.6 170.3 150.7 256.1 218.9
189.6 1815 118.6 170.6 1512 251.2 220.2
190.7 1822 119.2 1714 1515 257.8 222.3
191.9 182.9 118.0 171.7 152.3 259.1 222.8
194.5 184.6 118.5 173.2 153.2 260.9 2255
196.9 186.2 118.3 173.8 154.4 262.4 226.3
197.9 186.3 118.5 174.2 154.9 263.3 2215

1See Note, Table B-51 for information on U.S. industrial production series.
2Prior to 1991 data are for West Germany only.
3All data exclude construction. Quarterly data are seasonally adjusted.

Note.—National sources data have been rebased for industrial production and consumer prices.

Sources: National sources as reported by each country; Department of Labor (Bureau of Labor Statistics), and Board of Governors of the
Federal Reserve System.
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TABLE B—109.—Civilian unemployment rate, and hourly compensation, major industrial countries,
1980-2005
[Quarterly data seasonally adjusted]

Year or quarter g{gigg Canada Japan France mGaenryl Italy KliJnnglheodm
Civilian unemployment rate (Percent) 2

1980 71 13 2.0 6.5 44 6.9
1981 16 1.3 2.2 1.6 49 9.7
1982 9.7 10.7 24 383 5.4 10.8
1983 9.6 11.6 2.7 8.6 59 11.5
1984 15 10.9 2.8 10.0 59 11.8
1985 12 10.2 2.7 10.5 6.0 114
1986 7.0 9.3 2.8 10.6 3715 114
1987 6.2 84 2.9 10.8 19 10.5
1988 55 14 2.5 10.3 19 8.6
1989 53 7.1 2.3 9.6 78 73
1990 356 1.7 2.1 386 7.0 7.1
1991 6.8 9.8 2.1 9.1 36.9 89
1992 1.5 10.7 2.2 10.0 13 10.0
1993 6.9 10.8 2.5 11.3 398 10.4
1994 36.1 9.6 2.9 11.9 10.7 8.7
1995 5.6 8.7 3.2 11.3 113 8.7
1996 54 8.9 34 11.8 113 8.1
1997 49 84 34 11.7 114 7.0
1998 45 1.7 41 11.2 115 6.3
1999 42 7.0 47 10.5 11.0 6.0
2000 4.0 6.1 18 9.1 10.2 55
2001 47 6.5 5.1 8.4 9.2 5.1
2002 58 7.0 5.4 9.0 8.7 5.2
2003 6.0 6.9 53 9.6 85 5.0
2004 55 6.4 48 9.8 8.1 48
2005 5.1 | s |
2004:1 5.7 6.6 49 9.8 83 48

Il 5.6 6.5 47 9.8 8.1 48

Ml 55 6.4 48 9.8 8.0 47

v 54 6.3 46 9.8 8.0 47
2005:1 5.2 6.2 4.6 9.9 19 47

Il 5.1 6.0 44 9.9 18 4.7

Il 5.0 6.0 44 9.7 18 48

v 5.0 . .

Manufacturing hourly compensation in U.S. dollars (Index, 1992=100) 4

1980 56.0 49.5 32.8 51.7 46.1 43.8 46.0
1981 61.5 54.7 36.0 46.6 39.3 39.1 46.5
1982 67.5 60.2 335 45.6 38.8 384 441
1983 69.3 64.4 36.1 43.5 38.6 39.4 41.0
1984 717 64.8 37.1 41.2 36.3 39.1 38.9
1985 756 64.0 38.5 434 37.2 40.7 39.9
1986 79.0 63.8 57.1 58.5 524 54.4 49.1
1987 81.3 68.4 68.2 69.8 66.0 66.0 60.9
1988 84.1 76.5 784 728 704 70.6 70.6
1989 86.6 84.5 174 714 69.1 727 69.4
1990 90.5 91.6 79.2 88.4 86.4 90.1 84.6
1991 5.6 100.2 90.9 90.4 86.0 93.5 94.4
1992 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1993 102.0 95.6 117.2 96.2 100.3 82.8 88.9
1994 105.3 91.9 129.9 101.9 107.0 81.7 93.2
1995 107.3 93.7 146.1 1174 127.6 84.2 97.4
1996 109.3 95.2 127.2 116.2 127.2 95.0 96.9
1997 112.2 94.6 117.9 101.5 112.5 88.9 105.1
1998 118.7 91.9 111.7 101.4 112.5 86.7 114.7
1999 1234 94.9 128.0 100.8 110.3 84.1 118.7
2000 1347 98.0 133.7 91.9 100.5 75.1 117.7
2001 137.8 97.4 119.5 9L.5 100.5 75.5 116.4
2002 147.9 99.2 116.2 102.2 108.7 81.7 128.7
2003 160.1 114.9 126.3 127.2 132.9 101.0 147.1
2004 163.6 123.5 136.0 1432 147.0 1138 170.7

LPrior to 1991 data are for West Germany only.

2Civilian unemployment rates, approximating U.S. concepts. Quarterly data for Japan, France, Germany, and Italy should be viewed as less
precise indicators of unemployment under U.S. concepts than the annual data, .
3There are breaks in the series for France (1982 and 1990), Germany (1983, 1991 and 1999), Italy (1986, 1991 and 1993), and United
States (1990 and 1994). For details on break in series in 1990 and 1994 for United States, see footnote 5, Table B-35. For details on break
|2n0 ggnes for other countries, see U.S. Department of Labor Comparative Civilian Labor Force Statistics, Ten Countries: 1960-2004, May 13,

4H'ourly compensation in manufacturing, U.S. dollar basis; data relate to all employed persons (employees and self-employed workers).
For details on manufacturing hourly compensation, see U.S. Department of Labor /nternational Comparisons of Manufacturing Productivity

and Unit Labor Cost Trends, 2004, October 27, 2005.
Source: Department of Labor, Bureau of Labor Statistics.
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TABLE B—110.—Foreign exchange rates, 1984-2005

[Foreign currency units per U.S. dollar, except as noted; certified noon buying rates in New York]

Nether- ! .
EMU ; Switzer- | United
" Canada Belgium | France | German Italy lands Japan Sweden :
Period (dollar) ,XleiTol;%rg (franc)! | (franc)! (mark)y (lira) ! (geLrlilg- (yen) (krona) (flfanndc) (Kpltr)ll%r?g)mz
March 1973 ... | 0.9967 | ..ccoovvrneen. 39.408 | 45156 | 28132 | 568.17 | 28714 | 261.90 | 4.429 | 32171 24724
1.2952 57.752 | 8.7356 | 2.8455 | 1756.11 | 3.2085 | 237.46 | 8.2708 | 2.3500 | 1.3368
1.3659 59.337 | 8.9800 | 2.9420 | 1908.88 | 3.3185 | 23847 | 8.6032 | 2.4552 1.2974
1.3896 44664 | 6.9257 | 2.1705| 1491.16 | 2.4485| 168.35| 7.1273| 17979 1.4677
1.3259 37.358 | 6.0122 | 1.7981 | 1297.03 | 2.0264 | 144.60 | 6.3469 | 14918 | 16398
1.2306 36.785 | 59595 | 1.7570 | 1302.39 | 1.9778 | 128.17 | 6.1370 | 1.4643 1.7813
1.1842 39.409 | 6.3802 | 1.8808 | 1372.28 | 2.1219 | 138.07 | 6.4559 | 1.6369 1.6382
1.1668 33424 | 54467 | 16166 | 1198.27 | 18215 | 14500| 59231 | 13901 1.7841
1.1460 34195 | 56468 | 1.6610| 1241.28 | 18720 | 13459 | 6.0521 | 1.4356 1.7674
1.2085 32.148 | 52935 | 1.5618 | 1232.17 | 17587 | 12678 | 58258 | 14064 | 1.7663
1.2902 34581 | 5.6669 | 1.6545| 1573.41| 18585 | 111.08| 7.7956 | 14781 1.5016
1.3664 33426 | 55459 | 16216| 1611.49| 18190 | 102.18| 7.7161| 1.3667 1.5319
1.3725 29472 | 49864 | 14321 | 1629.45| 1.6044 9396 | 7.1406 | 1.1812 1.5785
1.3638 30.970 | 51158 | 1.5049 | 1542.76 | 16863 | 108.78 | 6.7082 | 1.2361 1.5607
1.3849 35807 | 5.8393 | 17348 | 1703.81 | 19525 | 121.06| 7.6446| 14514| 1.6376
1.4836 36.310 | 5.8995| 17597 | 1736.85| 19837 | 130.99| 7.9522| 1.4506 1.6573
1.4858 11373 | 82740 | 1.5045 1.6172
1.4855 107.80 | 9.1735| 1.6904 | 1.5156
1.5487 121.57 | 10.3425 | 1.6891 1.4396
1.5704 12522 | 9.7233 | 1.5567 1.5025
1.4008 11594 | 8.0787 | 1.3450 1.6347
1.3017 108.15 | 7.3480 | 1.2428 | 1.8330
1.2115 110.11 | 7.4710 | 1.2459 1.8204
1.3184 107.24 | 7.3533 | 1.2552 1.8385
1.3590 109.69 | 7.5968 | 1.2768 | 1.8063
1.3078 109.94 | 74922 | 1.2569 1.8193
1.2208 105.67 | 6.9436 | 11818 | 1.8687
1.2262 104.54 | 6.9225 | 1.1817 1.8911
1.2438 107.53 | 7.3190 | 1.2270 | 1.8560
1.2014 11124 | 76783 | 12742 1.7847
1.1733 117.28 | 7.9699 | 13015 1.7486
Trade-weighted value of the U.S. dollar
Nominal Real”
- . Major cur- . f Major cur- :

G-10 index Broad index e OITP index Broad index e T OITP index

(March s (January . ren(c'ble;rért]]dex (January . (March . ren(c’:/leasrérr]]dex (March ]

1973=100) 1997=100) 1973=100)5 1997=100) 1973=100) 1973=100)5 1973=100)
60.1 128.7 9.8 117.2 118.2 114.3
67.2 133.6 13.1 122.0 122.0 122.1
62.3 109.9 16.5 106.6 99.6 126.2
60.4 97.2 19.9 97.9 89.0 1236
60.9 90.4 24.1 91.4 83.9 1131
66.9 94.2 29.6 93.0 88.2 107.7
714 89.9 40.1 914 84.8 110.8
743 88.5 46.7 90.0 83.1 110.3
76.9 87.0 53.1 88.1 82.0 106.6
83.8 89.9 63.4 89.5 85.2 104.0
90.9 88.4 80.5 89.3 84.8 104.2
92.7 83.5 92.5 86.9 81.0 104.2
97.5 87.2 98.2 88.9 85.9 101.1
104.4 93.9 104.6 93.7 93.2 102.2
1159 98.4 125.9 101.6 98.2 1156
116.0 96.8 129.2 101.0 97.9 1142
1194 101.6 129.8 104.9 104.7 1144
125.9 107.7 135.9 111.0 112.2 119.0
126.7 106.0 140.4 111.2 110.6 1216
119.1 93.0 143.5 104.5 97.6 1232
1136 854 143.4 99.8 90.6 1219
1108 83.8 138.9 98.3 90.5 118.1
1132 85.3 142.4 99.0 90.0 120.6
115.8 88.0 144.3 102.0 93.4 1234
1148 86.4 144.6 101.1 92.0 1231
1105 81.7 142.1 97.2 87.1 120.3
109.4 81.2 139.9 96.2 87.1 117.9
110.7 83.5 139.1 98.1 89.9 1185
1111 84.6 138.3 99.2 91.8 1184
112.0 85.8 138.2 99.7 933 117.5

LEuropean Economic and Monetary Union members include Austria, Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, Nether-
lands, Portugal, Spain, and beginning in 2001, Greece.
21.S. dollars per foreign currency unit.

3G-10 comprises the individual countries shown in this table. Discontinued after December 1998.

4Weighted average of the foreign exchange value of the dollar against the currencies of a broad group of U.S. trading partners.
5Subset of the broad index. Includes currencies of the euro area, Australia, Canada, Japan, Sweden, Switzerland, and the United Kingdom.
6Subset of the broad index. Includes other important U.S. trading partners (OITP) whose currencies are not heavily traded outside their

home markets.

7 Adjusted for changes in consumer price indexes for United States and other countries.
Source: Board of Governors of the Federal Reserve System.
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TABLE B—111.—International reserves, selected years, 1962—2005
[Millions of SDRs; end of period]

2005
Oct Nov

All COUNETIES e 62,851 | 146,658 | 361,239 752,566|1,889,307| 2,520,724 | 2,913,251 cccovvvvvirevccn
53,502 | 113,362 | 214,025| 424229| 757,942 930,204 952,991 | oo
17,220 12,112 29918| 52,995 59,160 58,022 50,083 49,690

Area and country 1962 1972 1982 1992 2002 2004

Industrial countries® .
United States

Canada .. 2,561 5,572 3,439 8,662 | 27,225 22,173 23,633 23,980
Euro area:
Austria 1,081 2,505 5,544 9,703 7,480
Belgium . 1,753 | 3,564 4,757 10,914 9,010
Finland .. 2371 664 1,420 3,862 6,885
France ... 4,049 9,224 17,850 | 22,522 | 24,268
Germany 6,958 | 21,908| 43909 69,489| 41516
Greece .. 281 916 3,606 6,083
Ireland 35 1,038 2,390 2,514 3,989
Italy ... 4,068 5,605 15,108 | 22,438| 23,798
bourg
Netherlands 1,943 4,407 10,723 17,492 7,993
Portugal 2,129 1,179 14,474 8,889
Spain . 1,045| 4,618 7450 33,640 25992
Australia 1,16 5,656 6,053 8,429 15,307
Japan 2,021 16,916| 22,001 52,937 | 340,088
New Ze 251 577 2,239 ,
Denmark 256 781 2,111 8,09 19,924
Iceland 3 78 133
Norway 304 1,220 6,273 8,725 23,579
San Ma

Sweden 802 1,453 3,397 16,667 | 12,807 854
Switzerlan 29191 6,961 16,930 | 27,100 31,693 26,280
United King 3,308 5201 11904 | 27300 29305 29,548 29,455

Developing countries: Total2 . 9,349 | 33295| 147,213 | 328,337|1,131,365| 1,590,525| 1,960,261 | ...ccceevvvreene

By area:
Africa 2,110 3,962 7,137 13,044 54,155 82,599 105,958 | ..
Asia? 2,172 8,130 44,490 | 190,363 | 720,289 | 1,041,653| 1,268,949
Europe 381 2,680 5,359 16,006 | 139,325 214,557 277,398
Middle 1,805 9,436 64,039 44,149 98,645 108,899 133,354
Western He 2,282 9,089 25,563 64 774 118 953 142,817 174,602
Memo:

2,030 9,956| 67,108 46,144| 110,079 139,674 175,138 | ..
7319| 23339| 80105| 282193 |1,021,287| 1450851| 1785124

1Includes data for Luxembourg 1962-92. Includes data for European Central Bank (ECB) beginning 1999. Detail does not add to totals

Oil-exporting countries
Non-oil developing countries 2

sho
2Includes data for Taiwan Province of China.

Note.—International reserves is comprised of monetary authorities’ holdings of gold (at SDR 35 per ounce), special drawing rights (SDRs),
reserve positions in the International Monetary Fund, and foreign exchange.

U.S. dollars per SDR (end of period) are: 1962—1.00000; 1972—1. 08571 1982—1.10311; 1992—1.37500; 2002—1.3595; 2004—1.5530;
October 2005—1.4458; and November 2005—1.4241.

Source: International Monetary Fund, /nternational Financial Statistics.
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TABLE B—112.—Growth rates in real gross domestic product, 1987-2005

[Percent change at annual rate]

Area and country 1987-96 | 1997 1998 1999 2000 2001 2002 2003 2004 | 2005!
World 33 42 28 3.7 47 24 3.0 4.0 5.1 43
Advanced ecOnOMIEs ............ccooeeerrveres 3.0 35 26 35 39 1.2 15 1.9 33 2.5
Of which:
United States 2.9 45 42 45 3.7 8 1.6 2.7 42 35
Japan .. 3.2 1.8 -1.0 -1 24 2 -3 14 2.7 2.0
United K 2.4 3.2 3.2 3.0 4.0 22 2.0 2.5 3.2 1.9
Canada 2.2 42 41 55 5.2 1.8 3.1 2.0 2.9 29
Euro area 26 2.8 2.7 38 1.7 9 7 2.0 1.2
Germany .. 26 1.7 2.0 1.9 3.1 1.2 1 -2 1.6 8
France .. 1.9 2.3 34 32 11 2.1 13 9 2.0 15
Italy . 1.9 2.0 1.8 1.7 3.0 1.8 4 3 1.2 5
Spain ... 2.9 40 43 4.2 5.8 35 2.7 2.9 31 32
Netherlands . 2.7 38 43 4.0 35 14 1 -1 1.7 7
Belgium ... 2.2 38 2.1 32 37 9 9 13 2.7 1.2
Austria . 2.5 1.8 36 33 34 8 1.0 14 24 1.9
Finland . 13 6.2 5.0 34 5.0 1.0 2.2 2.4 3.6 1.8
Greece . 14 3.6 34 34 45 43 38 47 42 32
Portugal 4.0 40 46 38 34 1.7 4 -1.1 1.0 5
Ireland ... 5.2 10.8 85 10.7 9.2 6.2 6.1 44 45 5.0
Luxembourg . 5.2 83 6.8 13 9.2 22 23 24 4.4 31
Memorandum:
Major advanced economies? ... 2.7 33 2.8 31 35 1.0 1.1 1.8 32 2.5
Newly industrialized Asian
mies3 ... 79 55 -26 73 79 13 53 3.1 5.6 40
Other emerging market an
COUNETIBS vvvvvreecrreeeesrrreeessessceeeenae 38 52 3.0 4.0 5.8 41 48 6.5 13 6.4
Regional groups:
Africa 2.2 34 32 2.8 33 41 36 46 5.3 45
Central and eastern Europe . 9 4.2 2.8 5 49 2 44 4.6 6.5 43
Commonwealth of
Independent States* 11 -35 5.1 9.1 6.3 5.3 7.9 8.4 6.0
Russia ... 14 -53 6.3 10.0 5.1 47 73 12 55
loping Asia 7.8 6.5 42 6.2 6.7 56 6.6 8.1 8.2 78
China ... 10.0 8.8 7.8 7.1 8.0 15 83 9.5 9.5 9.0
India 5.9 5.0 58 6.7 54 39 47 74 13 7.1
Middle East .. 34 47 42 2.0 49 37 42 6.5 55 54
Western Hemisphere 2.7 52 2.3 A 39 5 5 22 5.6 4.1
Brazil ... 2.1 33 1 8 44 1.3 19 5 49 3.3
Mexico . 2.5 6.7 49 39 6. -2 8 14 44 3.0

LAl figures are forecasts as published by the International Monetary Fund. For United States, advance estimates by the Department of
Commerce show that real GDP grew 3.5 percent in 2005.
2Includes Canada, France, Germany, Italy, Japan, United Kingdom, and United States.
31ncludes Hong Kong SAR (Special Administrative Region of China), Korea, Singapore, and Taiwan Province of China.
4Includes Mongolia, which is not a member of the Commonwealth of Independent States, but is included for reasons of geography and

similarities in economic structure.
SFigure is zero or negligible.

Note.—For details on data shown in this table, see World Economic Outlook published semiannually by the International Monetary Fund.
Sources: Department of Commerce (Bureau of Economic Analysis) and International Monetary Fund.
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