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The role of health care in the economy has never been more criti-
cal, and | am pleased to note that the Bureau of Economic Analy-
sis (BEA) is actively involved in various efforts to develop better
health care-related statistics within the national economic ac-
counts. To that end, BEA organized two health care sessions for
the annual Allied Social Sciences Association meetings, held in
Chicago in January. This issue of the survey of Current Business
includes four studies presented in the session, “Beyond Drug and
Hospital Costs: Comprehensive Accounting for Health Care,”
and summaries of studies presented in another session, “Ap-
proaches for Measuring the Cost of Health Care Services”

Elsewhere in this issue, we present the most recent statistics of
the travel and tourism satellite accounts, which this year have in-
corporated a number of methodological improvements. In par-
ticular, the accounts now include the value of vacation home
rentals and an improved method of estimating the volume of gas
consumed in travel activity.

A separate article discusses a proposed method to include the
value of the use of motor vehicles in the travel and tourism ac-
counts and demonstrates the effect such a move would have on
the 1998 accounts. A satellite account is the ideal place for work-
ing out such issues on a what-if basis. At present, BEA has no
plan to capitalize motor vehicle services.

In addition, another article updates statistics about foreign di-
rect investment in the United States in 2006, which was the high-
est since 2000.

As always, you can view the most recent gross domestic prod-
uct estimates in our easy-to-view format. Government receipts
and expenditures for the first quarter are presented in a similar
format.
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Taking Account...

Table Layouts for Annual
Revisions Available

On July 27, 2007, the Bureau of
Economic Analysis (BEA) will
release its annual revision of the
national income and product ac-

tables. Several special tables (ta-
bles 1A, 1B, 2A, 4A, and 12C)
will provide comparisons of the
revised estimates with previously
published estimates. The format
of the annual revision news re-

statistical discrepancy. The GDP-
by-industry accounts tradition-
ally treated this discrepancy as a
separate industry, so the sum of
nominal value added of all in-
dustries added up to nominal

counts (NIPAs). On July 31, | lease tables is available at | GDP. With the comprehensive
2007, BEA will release its annual | <www.bea.gov/national/txt/ revision of the annual industry
revision of its personal income | gdp2007.txt>. accounts released in June 2004,

and outlays accounts. BEA has
made available the format of the
annual revision news release ta-
bles, which will include the en-
tire range of the revised
estimates.

Users who download data di-
rectly from BEA news releases
will be able to use the table for-
mats (in ASCII format) to pre-
pare for the annual revision.

The news releases for both the
NIPAs and personal income and
outlays will incorporate revi-
sions for annual estimates for
2004, 2005, and 2006 and for
quarterly estimates for the first
quarter of 2004 through the first
quarter of 2007. The personal
income and outlays release will

For the personal income and
outlays accounts, tables will in-
clude annual estimates for 2003—
2006, quarterly estimates for the
fourth quarter of 2003 or the
first quarter of 2004 through the
second quarter of 2007, and
monthly estimates for December
2003 or January 2004 through
June 2007. Comparisons with
previously published estimates
will be included in tables 12, 13,
and 14. The new personal in-
come and outlays annual revi-
sion news release tables format is
available at <www.bea.gov/
national/txt/pi2007.txt>.

With the August 31, 2007,
news release, the tables will re-
turn to their usual formats.

BEA began distributing the dis-
crepancy to industries as part of
the reconciliation of the bench-
mark input-output (I-O) and
GDP-by-industry accounts.

In a recent paper, BEA econo-
mist Baoline Chen proposed a
generalized least squares (GLS)
method to incorporate all avail-
able information on initial data
in reconciling the benchmark
1-O and the GDP-by-industry
accounts. The goal of the pro-
posed method was to calculate
industry distributions of the dis-
crepancy based on the reliability
of the initial estimates.

The results show that using
the proposed GLS method to
reconcile different accounts pro-

also incorporate revised duces statistically meaningful
monthly estimates from January NeW_ M_ethOd_to Allocatethe | balanced estimates. The study
2004 through May 2007. Statistical Discrepancy also demonstrates that reconcil-

For the NIPAs, the tables in-
cluded in the news release will
include annual estimates for
2003-2006 and quarterly esti-
mates for the fourth quarter of
2003 (or earlier) through the
second quarter of 2007 for most

Longtime wusers of BEAs ac-
counts understand that gross do-
mestic product (GDP) and gross
domestic income (GDI), while
equal in theory, differ in reality
because of measurement issues.
The difference is known as the

ing a large system of disaggre-
gated accounts is empirically
feasible and computationally ef-
ficient.

The paper is available at
<www.bea.gov/papers/
working papers.htm>.
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GDP and the Economy

Preliminary Estimates for the First Quarter of 2007

EAL gross domestic product (GDP) increased 0.6  Chart 1. GDP, Prices, Disposable Personal income (DPI)

percent in the first quarter after increasing 2.5 per- ,

. . « L. Real GDP: Percent change from the preceding quarter
cent in the fourth quarter, according to the “prelimi- 10
nary” estimates of the national income and product Seasonally adjusted annual rates
accounts (NIPAs) (chart 1 and table 1).! The first-
quarter growth rate was revised down 0.7 percentage
point (see “Revisions”).

The deceleration in real GDP growth in the first
quarter primarily reflected an upturn in imports (sub-
tracted in the calculation of GDP) and a downturn in
exports. Federal Government spending also turned

down, and consumer spending for nondurable goods 2003 2004 2005 2006 2007
slowed. In contrast, investment in equipment and soft- Contributions to the increase in real GDP in 2007:}
ware turned up, residential investment decreased less , I
than in the fourth quarter, and consumer spending for Consumer spending :
both durable goods and services accelerated.? ' Nonresidential fixed investment’
e Prices of goods and services purchased by U.S. resi- : :
dents increased 3.6 percent, the same as in the 'Resﬂ‘}a' fixed investment
advance estimate, following a 0.2-percent increase inventory investment
in the fourth quarter. Energy prices turned up after ' Exports
dropping sharply in the fourth quarter, and food : :
prices accelerated. - Imports.
eReal disposable personal income (DPI) increased Government spending v
4.7 percent after increasing 6.4 percent (revised) in -2 —1 0 1 2 3 4

Percentage points at an annual rate

the fourth quarter. Current-dollar DPI accelerated, Prices: Percent change from the preceding quarter

but a stronger upturn in prices (as measured by the
PCE implicit price deflator used to deflate DPI)
resulted in a slowing of the overall real measure.

o The personal saving rate, personal saving as a per-
centage of current-dollar DPI, was —0.8 percent in
the first quarter; in the fourth quarter, it was —0.9
percent (revised).

5 X -
Prices of gross domestic purchases

2003 2004 2005 2006 2007
1. “Real” estimates are in chained (2000) dollars, and price indexes are DPI: Percent change from the preceding quarter
chain-type measures.
Each GDP estimate for a quarter (advance, preliminary, and final) incor- 8
porates increasingly comprehensive and improved source data. More infor- s R &
mation can be found on at <www.bea.gov/bea/about/infoqual.htm> and at
<www.bea.gov/bea/fag/national/gdp_accuracy.htm>. Quarterly estimates 4 R N ] )
are expressed at seasonally adjusted annual rates, which show the value of 2 B H ) )
an activity if the quarterly rate were maintained for a year. l ‘ I I I |
2. In this article, “consumer spending” refers to the NIPA series “personal 0 EERAEE - g ] g (WL LR
consumption expenditures (PCE),” “inventory investment” refers to l
“change in private inventories,” and “government spending” refers to “gov- -2
ernment consumption expenditures and gross investment.” —4
— | i I 1 | 1 | | i | ‘ 1 | | ‘
2003 2004 2005 2006 2007
Christopher Swann prepared this article. U.S. Bureau of Economic Analysis
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Real GDP Overview

Contribution to percent

change in real GDP

(percentage points)

1 The estimates of GDP under the contribution columns are also percent changes.
Note. Percent changes are from NIPAtable 1.1.1, contributions are from NIPAtable 1.1.2, and shares

are from NIFA table 1.1.10.

0.45
061
-0.16

0.64
0.31
0.55
-0.23
0.33

2
Table 1. Real Gross Domestic Product and Components
[Seasonally adjusted at annual rates]
Share of
current- Change from
dollar preceding period
GDP (percent)
(percent)
2007 2006 2007 2006
| I (/Y | I i
Gross domestic productl... 1000 26 20 25 06 26 20
Personal consumption
expenditures 705 26 28 42 44 181 1%
Durable goods. 81 -01 64 44 88 -001 050
Nondurable goods 205 14 15 59 35 030 032
Services 420 37 28 34 40 152 114
Gross private domestic
investment. 156 10 -08 -152 -93 017 -0.13 -
Fixed investment 156 -1.6 -12 -91 -3.5 -0.27 -0.19 -
Nonresidential..................... 106 44 100 -31 29 045 101 -0.
Structures..........cooeevenene 32 203 157 08 51 056 046
Equipment and software.... 73 -14 77 -48 20 -010 055
Residential............cccoveernee 51 -11.1 -1B8./ -19.8 -15.4 -0 Vi -1.20
Change in private inventories.... 0.1 0.44 0.06
Net exports of goods and
services. 5.3 042 -0.19
Exports.... 113 62 68 106 -06 o066 073
Goods.. 80 60 94 84 -06 045 071
Services.. 33 67 08 163 -0.6 021 003
Imports.... 166 14 56 -26 57 -0.24 -0.93
GOOGS.....vvvererireiseiseninenns 140 01 71 -41 62 001 -1.00
Services.............. SR 27 99 -26 62 33 -025 007
Government consumption
expenditures and gross
investment 192 08 17 34 10 016 032
69 -45 13 46 -39 -0.32 009
National defense. 47 -20 -12 123 -7.3 -0.09 -0.06
Nondefense..... 23 -93 65 -96 36 -023 015
State and local 123 4U 19 27 jy 048 023

Table 2. Real Gross Domestic Product (GDP) by Type of Product
[Seasonally adjusted at annual rates]

Gross domestic productl.............
Final sales of domestic product...
Change in private inventories,,

Services..
Structures....
Addenda:
Motor vehicle output....................
GDP excluding motor vehicle output
Final sales of computers..............

GDP excluding final sales of
COMPULETS..c..evreeereeieneseeeenes

Share of
current-

dollar
GDP

(percent)

2007
|

100.0
100.1
-0.1
311
58.5
104

29
97.1
0.6

9.4

2007
I
06

301
0.68
071
163

-1.55
-0.57
031
0.16
0.14
-0.87

-0.98

-1.00
-0.07
-0.05
-0.02
-0.93
-0.84
-0.09

019
-0.28\
-0.36

0.08

0.47

Change from Contribution to percent
preceding period change in real GDP
(percent) (percentage points)

2006 2007 2006 2007

Il 1 \Y2 | Il n \Y |
26 20 25 06 26 20 25 06
21 19 37 16 211 190 362 1.63
044 006 -1.16 -0.98
36 38 40 -11 112 117 125 -0.36
24 28 41 28 140 163 232 159
03 -74 -99 -54 004 -0.84 -1.11 -0.58
9.4 274 -320 35-031 076 -1.18 0.10'
30 12 38 06 287 120 363 055
6.7 117 409 -56 004 007 022 -0.04-
25 19 22 07 251 18 223 069

1 The estimates of GDP under the contribution columns are also percent changes.
Note. Percent changes are from NIPAtable 1.2.1, contributions are from NIPAtable 1.2.2, and shares

are calculated from NIPAtable 1.2.5.
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Consumer spending picked up, adding 3.01 percent-
age points to real GDP growth. Accelerations in
spending for durable goods and for services were
partly offset by a deceleration in spending for nondu-
rable goods.

Nonresidential fixed investment turned up and added
0.31 percentage point to real GDP growth after sub-
tracting 0.34 percentage point. Equipment and soft-
ware turned up, and structures accelerated.

Residential investment decreased 15.4 percent, follow-
ing a 19.8-percent decrease, and subtracted 0.87 per-
centage point from real GDP growth.

Although inventories were drawn down, they de-
creased somewhat less than in the fourth quarter and
subtracted 0.98 percentage point from real GDP
growth.

Exports turned down sharply, decreasing 0.6 percent
after increasing 10.6 percent, and reduced real GDP
growth by 0.07 percentage point. The first-quarter de-
crease was the first decrease in real export growth
since the second quarter of 2003 and reflected down-
turns in exports of both goods and services.

Imports rebounded, increasing 5.7 percent after a 2.6-
percent decrease, primarily reflecting an upturn in im-
ports of goods.

Federal Government spending turned down, decreas-
ing 3.9 percent, compared with a 4.6-percent increase.
A downturn in defense spending more than offset an
upturn in nondefense spending.

State and local government spending accelerated and
added 0.47 percentage point to real GDP growth.

Real final sales of domestic product, real GDP less in-
ventory investment, slowed, increasing 1.6 percent af-
ter increasing 3.7 percent.

Motor vehicle output turned up, increasing 3.5 per-
cent after decreasing 32.0 percent in the fourth quar-
ter.

Final sales of computers turned down, decreasing 5.6
percent after increasing 40.9 percent.
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Consumer Spending

Table 3. Real Personal Consumption Expenditures (PCE)
[Seasonally adjusted at annual rates]

Share of
current-
dollar
PCE
(percent)
2007
|
100.0
Durable goods.... 114
Motor vehicles and parts...... 47
Furniture and household
equipment. 43
Other2 24
201
. 138
Clothing and shoes............. 39
Gasoline, fuel oil, and other
energy goods.................. 34
Other3.....coociiierceen 79
Qonvirfle 595
HOUSING. ..o 150
Household operation. 5.6
Electricity and gas........... 25
Other household operation 32
Transportation.................... 36
Medical care. 173
Recreation, 4.0
Other4 140

Change from
preceding period
(percent)

2006

1] v
28 42
64 44
86 -44
6.7 132
16 75
15 59
-0.7 66
55 67
50 11
20 65
28 34
26 32
97 35
219 53
16 23
13 38
21 35
30 32
16 34

2007

44
88

119 -

Contribution to percent
change in real PCE
(percentage points)

0.83

1 The estimates under the contribution columns are also percent changes.
2. Includes jewelry and watches, ophthalmic products and orthopedic equipment, books and maps,
bicycles and motorcycles, guns and sporting equipment, photographic equipment, boats, and pleasure

aircraft.

2006

28
0.72
0.40

42

-0.22

2007

44
0.981

3. Includes tobacco, toilet articles, drug preparations and sundries, stationery and writing supplies,
toys, film, flowers, cleaning preparations and paper products, semidurable house furnishings, and maga-
zines and newspapers.

4. Includes personal care, personal business, education and research, religious and welfare activities,
and net foreign travel.

Note. Percent changes are from NIPA table 2.3.1, and contributions, from NIPA table 2.3.2; shares are
calculated from NIRA table 2.3.5.
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Spending for durable goods accelerated, reflecting a
rebound in spending for motor vehicles and parts, and
contributed 0.98 percentage point to real consumer
spending growth. Spending for both furniture and
household equipment and for “other” durable goods
slowed in the first quarter.

Spending for nondurable goods decelerated, mainly
reflecting a slowdown in spending for food. Consumer
spending for “other” nondurable goods also deceler-
ated. Spending for gasoline, fuel oil, and other energy
goods picked up.

Spending for services picked up and contributed 2.36
percentage points to the growth in real consumer
spending. An acceleration in household spending for
electricity and gas was the largest contributor to the
acceleration in services spending. Accelerations in
medical care and in “other” services also contributed
to the pickup in real consumer spending. Recreation
turned down and housing services slowed.

Chart 2. Real Personal Consumption Expenditures

Percent change from the preceding quarter
8

2003 2004 2005 2006
Contributions to the increase in PCE in the first quarter of 2007

2007

U.S. Bureau of Economic Analysis



Table 4. Real Private Fixed Investment (PFI)

GDP and the Economy
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Private Fixed Investment

[Seasonally adjusted at annual rates]

4
Share of
current-
dollar
PFI
(percent)
2007
|
Private fixed investmentl.. 1000
Nonresidential..............c..e... 675
SHUCHUIES......coriiriiinns 206
Commercial and health care 8.0
Manufacturing.......ccoccoeeeeeereene. 15
Power and communication.... 21
Mining exploration, shafts,
and wells 5.0
Other structures?2 . 4.0
Equipment and software...... 469
Information processing
equipment and software.... 23.7
Computers and peripheral
equipment . 4.3
Software3 10.3
Other4..... 9.2
Industrial equipment . 8.0
Transportation equipment...... 73 -
Otherequipment5... 7.8
Residential 25
Structures 20
Permanent site 18.6
Single family..... 15.9
Multifamily 2.7
Other structures6 134
Equipment 05

1. The estimates of fixed investment under the contribution columns are also percent changes.

preceding period

-16
44

203
117
28.0

4.9

28.0
35.1

-14

-17.6
-19.2
-2.6
11

-2.9

Change from

(percent)
2006
1] v
12 91
100 -31
157 08
256 17
113 -13.2
16.0 -2.9
10.0 3.8
73 28
77 -4.8
100 -1.8
220 03
6.0 3.0
93 -7.7
02 -53
136 -17.2
38 -0.5
-18.7 -19.8
-18.9 -20.0
-25.0 -30.5
-28.6 -35.4
78 125
7.5 -0.4
22 -13

Contribution to percent
change in real PFI
(percentage points)

2007

-1.6
272

51 334
147 0.74
280 032
6.2 0.10

-11.7 116
101 1.03

2.0 -0.62

18.7 -0.24

49.6
10.8
15.2
-3.1

-11.0

-21.6

-15.4

-15.7

-25.6

-27.9 -4.39
-9.9 -0.07

10 0.14

28 -0.01

0.18
0.39
-0.82
0.98
-1.91
0.56

-4.33

-4.32
-4.46

2006

1l v

12 91
6.16 -1.99
017
0.13

-0.19
-0.06

2.79
161
0.15
031

0.48 0.19
0.25 0.10

336 -2.15

2.13 -0.39

0.79
0.56
0.78
0.02
0.92
0.30

-1.31
-7.30

-6.28
-6.47

0.01

0.29
-0.69
-0.41
-1.31
-0.04
-1.15
-1.14
-7.09
-7.41

019 0.32
-1.02 -0.05

001 -0.01

2007

-3.5
1.94/

102
1.06
0.36
-0.14

-0.64
0.37

0.92
3.96

167
1.03
1.27
-0.25
-0.84
-1.95
-5.47
-5.49
-5.61
-5.33
-0.28
0.13

001

2. Consists primarily of religious, educational, vocational, lodging, railroads, farm, and amusement and
recreational structures, net purchases of used structures, and brokers' commissions on the sale of struc-

tures.

3. Excludes software “embedded,” or bundled, in computers and other equipment.

4. Includes communication equipment, nonmedical instruments, medical equipment and instruments,
photocopy and related equipment, and office and accounting equipment.

5. Consists primarily of furniture and fixtures, agricultural machinery, construction machinery, mining
and oilfield machinery, service industry machinery, and electrical equipment not elsewhere classified.

6 Consists primarily of manufactured homes, improvements, dormitories, net purchases of used struc-
tures, and brokers' commissions on the sale of residential structures.

Note. Percent changes are from NIPA table 5.3.1, contributions are from NIPA table 5.3.2, and shares

are calculated from NIPA table 5.3.5.
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Real private fixed nonresidential investment re-
bounded in the first quarter, reflecting an upturn in
business investment in equipment and software and
an acceleration in structures.

Investment in nonresidential structures accelerated,
mainly reflecting a sharp acceleration in commercial
and health care structures and an upturn in manufac-
turing structures. In contrast, investment in mining
exploration, shafts, and wells turned down, and power
and communication decreased more in the first quar-
ter than in the fourth quarter.

Investment in equipment and software turned up. A
rebound in “other” information processing equip-
ment and software was the largest contributor. Spend-
ing for computers and peripheral equipment and for
software accelerated. In contrast, investment in
“other” equipment decreased more than in the fourth
quarter. Investment in transportation equipment and
in industrial equipment decreased less than in the
fourth quarter.

Residential investment decreased for the sixth consec-
utive quarter though somewhat less than in the fourth
quarter. Single-family structures decreased less than in
the fourth quarter; multifamily structures turned
down.

Chart 3. Real Private Fixed Investment

Percentchange from the preceding quarter

[ | [ 1 |
2005 2006 2007

2004

Contributions to the increase in real private fixed investment in 2007:1

Nonresidential structures

Nonresidential equipment and software

Residential investment
-8 -6 -4 -2 0
Percentage points at an annual rate

U.S. Bureau of Economic Analysis
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Inventory Investment

Table 5. Real Change in Private Inventories by Industry Real inventory investment decreased $26.9 billion in
[Billions of chained (2000) dollars; seasonally adjusted at annual rates] the first quarter’ less than the fourth_quarter decrease
Level Change from of $33.0 billion.
eve preceding quarter
2006 2007 2006 2007 Inventory investment in manufacturing decreased
oW v $11.7 billion after decreasing $1.7 billion. The larger

first-quarter decrease mainly reflected a downturn in

412 53.7 554 224 -45 125 1.7 -33. - -
durable-goods industries.
Farm .. 4.3 19 25 2.4 26 -2.4 06 -0
Mining, utilities, and construction. -2.0 54 16 20 28 74 -3.8 0. . i
76 111 101 84 -33 35 -1.0 -1 Inventory investment in wholesale trade decreased $1.0
Durable-goods industries...... 01 57 94 138 19 58 37 4 billion after decreasing $25.2 billion. The smaller de-
Nondurable-goods industries..... 71 5.2 11 -45 -48 -19 -41 -5, - H H
crease primarily reflected an upturn in durable-goods
Wholesale trade 150 193 337 8.5 75 43 144 -25. . .
Durable-goods industries. . 6.4 153 277 50 108 89 124 -22. IndUStI'IES.
Nondurable-goods industries..... 82 45 69 35 -24 -3.7 24 -3.
REAIl 1R0e. v 128 78 22 36 -200 50 5.6 -5 Inventory investment in retail trade decreased more
Motor vehicle and parts dealers. 5.5 10 -7.2 -13.4 -19.7 -45 -8.2 -6. R B . .
Food and beverage stores........... 1.0 10 02 -04 0.0 00 -0.8 -0 than In the fOUrth quarter, p”ma”ly reflectlng dOWn-
General merchandise stores 47 -05 48 52 03 42 53 0 turns in general merchandise stores and in “other” re-
Other retail stores 108 61 36 3.7 -1.6 -47 -25 0. tail stores
Other industries........ 52 74 51 35 33 22 -2.3 -l '
ReSIdUAIZ ... -0.5 0.7 -0.3 1.6 29 12 -1.0 1

Addenda: Ratios of private
inventories to final sales of
domestic business:3
Private inventories to final sales....... 240 240 241 239 238
Nonfarm inventories to final sales... 220 220 221 220 219
Nonfarm inventories to final sales of
goods and StruCtures......ue 348 350 352 351 350 Char.t 4 Rea] Private Inventory Investment
1. The levels are from NIPA table 5.6.6B.
2. The residual is the difference between the first line and the sum of the most detailed lines. It reflects

that chained-dollar estimates are usually not additive, because they are based on quantity indexes that Change from the preceding quarter

use weights of more than one period. Billions of chained (2000) dollars
3. The ratios are from NIPA table 5.7.6B. 80 .
Based on seasonally adjusted annual rates
60
40
Inventory Investment
The real change in private inventories, often called real pri- 20
vate inventory investment, represents the change in the A J I I |
physical stock of goods held by businesses. It includes fin- 0
ished goods, goods at various stages of production, and raw
- -20
materials. I I
The change in private inventories is a key component of 40
gross domestic product (GDP), which aims to measure out-
put derived from current production. To include the value -60
of currently produced goods that are not yet sold and to
i i i -80 R
exclude_the yalue _of good_s produced in previous periods, 2003 003 2005 2006 2007
change in private inventories must be included in the GDP
calculation Composition of inventory investment in 2007:1

Thus, GDP can also be seen as the sum of final sales of I
domestic product and the change in private inventories

Mining, utilities, and construction

(table 2) Manufacturing

For most industries, the estimates of change in private .
inventories are prepared by revaluing book-value estimates Wholesale trade
of inventories from the Census Bureau to a replacement- Ceiail rade

cost basis and calculating the change over a quarter or year.

BEA does not always have complete data for every industry. 20 e e -

U.S. Bureau of Economic Analysis
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Exports and Imports

Table 6. Real Exports and Imports of Goods and Services

[Seasonally adjusted at annual rates]

6
Share of
current-
dollar
exports
and
imports
(percent)
2007
Exports of goods and
servicesl... . 100.0
Exports of goods2................ 70.8
Foods, feeds, and beverages 4.8
Industrial supplies and
materials.......coeriieneriiinns 18.1
Capital goods, except
automotive... . 28.0
Automotive vehlcles engines,
and parts.... R 7.3
Consumer goods except
9.3
3.3
Exports of services2 292
. and
services 100.0
Imports of goods 2................ 84.0
Foods, feeds, and beverages 3.6
Industrial supplies and
materials, except petro\eum
and products . 12.2

Petroleum and products... 12.3
Capital goods, except
AUIOMOLIVE..oovoveeereiriii 19.3
Automotive vehicles, engines,
and Parts...... 11.3
Consumer goods, except
AUIOMOLIVE s 20.9
Other.. 4.4
Imports of services?............. 160
Addenda:
Exports of agricultural goods3 52
Exports of nonagrlculwral
goods ... 65.6
Imports of nonpelroleum
goods ... e 7.7

preceding period

6.2

6.0
20.7

144

6.6

-4.6

11

-19.7

6.7

14

-0.1
-4.8

-1.2

-18.3

11.6
-1.3

5.7
19

9.9
191
51

3.9

Change from

(percent)
2006
6.8 10.6
94 84
132 -17.9
31 9.3
56 149
269 -7.8
152 148
240 13.8
08 163
56 -2.6
71 41
104 -1.3
142 -20.8
71 -20.2
135 -2.8
-8.3 7.7
152 174
-28.6 -23.9
2.6 6.2
21 -17.5
100 10.7
72 -0.8

2007

-0.6

-0.6
0.1

-6.7

-2.6

85

16.1

-11.2

-0.6

57

6.2
75

-19.7

326
9.6
-5.2

14
93.8
33
-4.6
0.3

2.3

Contribution to
percent change in

real exports and imports
(percentage points)

14

-0.05
-0.16

-0.15
-2.78

1. The estimates under the contribution columns are also percent changes.

2. Exports and imports of certain goods, primarily military equipment purchased and sold by the

Federal Government, are included in services.

3. Includes parts of foods, feeds, and beverages, of nondurable industrial supplies and materials, and

of nondurable nonautomotive consumer goods.

Note. Percent changes are from NIPA table 4.2.1, contributions are from NIPA table 4.2.2, and shares

are calculated from NIPA table 4.2.5.
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2006

-2.6

598 -3.54

0.33

-0.04

-3.03
-2.98

2007

57

521
0.26

-2.76
3.45

Real exports turned down in the first quarter, decreas-
ing 0.6 percent after increasing 8.4 percent.

Downturns in nonautomotive capital goods and in in-
dustrial supplies and materials were the principal con-
tributors to the downturn in exports of goods, but
“other” exports of goods also turned down. Exports of
automotive vehicles, engines and parts turned up, in-
creasing 8.5 percent, following a 7.8-percent decrease.

Exports of services turned down. “Other” private ser-
vices decelerated, and travel services, royalties and li-
cense fees, and “other” transportation all turned
down.

Real imports rebounded, increasing 5.7 percent after
decreasing 2.6 percent, reflecting an upturn in im-
ports of goods.

An upturn in imports of petroleum and products was
the largest contributor to the rebound in goods im-
ports. “Other” imports and nonautomotive capital
goods also turned up. In contrast, nonautomotive
consumer goods slowed, and automotive vehicles, en-
gines, and parts turned down.

Imports of services slowed, primarily reflecting a
downturn in “other” transportation and a decelera-
tion in “other” private services.

Chart 5. Real Exports and Imports of Goods
and Services

Percent change from the preceding quarter
24

m Exports S Imports

18

12

S Y TR N N N Y A ¥
2004

2003

2007
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Survey of Current Business

Government Spending

Table 7. Real Government Consumption Expenditures

and Gross Investment (CEGI)
[Seasonally adjusted at annual rates]

Real government spending slowed. State and local
spending picked up, but Federal Government spend-

ing turned down.

Share of
current- Change from Contribution to percent
dollar preceding period change in real CEGI
CEGI (percent) (percentage points)
(percent)
2007 2006 2007 2006 2007
| I 1] v | I 1} v |
Goyernment consunption expen-
ditures and gross investment1.. 1000 08 17 34 10 08 17 34 10
Consumption expenditures 828 -05 25 37 04 -041 206 3.05 0.37

The downturn in Federal Government spending re-
flected a downturn in national defense spending,
which decreased 7.3 percent after a 12.3-percent in-
crease in the fourth quarter. Nondefense spending

Gross investment 172 74 -23 19 37

122 -0.39 033 0.62

Federal..... 360 -45 13 46 -3.9 -1.69 047 166 -145
National defense.. 242 -20 -12 123 -7.3-050 -0.30 287 -1.86
Consumption expenditures 211 -41 -09 112 -6.9 -0.91 -0.20 229 -1.53
Gross investment.....ereinns 31 141 -31 201 -9.9 041 -0.10 058 -0.33
Nondefense...........c.vceeevninnnes 118 -93 65 -96 36-119 077-121 041
Consumption expenditures 104 -50 65 -9.0 57 -0.55 0.67 -0.98 057
Gross investment.......cuennn. 14 -329 6.7 -14.3 -10.6 -0.65 0.10 -0.23 -0.16
State and local..........cocrvriennns 640 40 19 27 39 250 120 173 244

Consumption expenditures..
Gross investment....

127 125 -31 -0.1 9.2 146 -0.39 -0.02

1. The estimates under the contribution columns are also percent changes.

513 21 31 34 26 105 159 174 133

111

Note. Percent changes are from NIPA table 3.9.1, contributions from NIPA table 3.9.2, and shares are

calculated from NIPA table 3.9.5.

Government Spending
“Government consumption expenditures and gross invest-
ment,” or “government spending,” consists of two main
components: (1) Consumption expenditures by Federal
and by state and local governments and (2) gross invest-
ment by government and government-owned enterprises.

Government consumption expenditures consists of the
goods and services that are produced by general govern-
ment (less any sales to other sectors and investment goods
produced by government itself). Governments generally
provide services to the general public without charge. The
value of government production—that is, government’s
gross output—is measured as spending for labor and capi-
tal services and for intermediate goods and services.1

Gross investment consists of new and used structures
(such as highways and dams) and equipment and software
purchased or produced by government and government-
owned enterprises.

Government consumption and gross investment excludes
current transactions of government-owned enterprises,
current transfer payments, interest payments, subsidies,
and transactions in financial assets and nonproduced assets,
such as land.

1. Capital services is also known as consumption of fixed capital (depre-
ciation) and represents a partial measure of the services provided by gov-
ernment-owned fixed capital.

turned up, increasing 3.6 percent, following a 9.6-per-

cent decrease in the fourth quarter.

State and local government spending picked up, re-

flecting an upturn in investment in structures.

Chart 6. Real Government Consumption Expenditures

and Gross Investment
Percent change from the preceding quarter

Based on seasonally adjusted annual rates

National defense sps nding

Nondefense spending

State and local government spending
-2 0 2
Percentage points at an annual rate
U.S. Bureau of Economic Analysis
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Prices

Table 8. Prices for Gross Domestic Purchases
[Percent change at annual rates; based on seasonally adjusted index numbers (2000=100)]

Prices paid by domestic purchasers increased 3.6 per-

Contribution to percent

prgjjgiﬁz fgg[?ﬂ g change in gross domestic cent, compared with a 0.2-percent increase in the
(percent) (;]:r’;e“naf:gip;ggfs ) fourth quarter. About 0.2 percentage point of the first-
quarter increase in the index was accounted for by the

2006 2007 2006 2007

pay raise for Federal civilian and military personnel,
L which is treated as an increase in the price of employee
services purchased by the Federal Government. En-
ergy prices turned up, following a sharp decrease in
the fourth quarter, and food prices picked up after a

Gross domestic purchasesl................. 40 22 02 36 40 22 o2 36

Personal consumption expenditures........ 40 24 10 33 266 155 -063 222
Durable goods -08 -11 -2.7 -19 -0.06 -0.08 -0.21 -0.14

Nondurable goods 83 23 -7.7 51 158 046 -1.55 0.97 fourth-quarter slowdown. Excluding food and energy,
Services 29 3029 35 115 118 112 139 prices increased 2.8 percent after increasing 2.4 per-
Gross private domestic investment.. 31 06 34 18 050 010 053 028 cent.
Fixed investment 30 05 34 17 047 0.08 051 0.26
Nonresidential.. 30 09 31 18 030 0.09 031 0.18, R R R
Structures..... 107 53 55 00 029 015 016 000 Consumer prices, as measured by the PCE price index,
Equipment and software.... wew 01 -0.9 21 26 001 -0.06 015 0.18 turned up, ma|n|y reﬂectmg a sharp upturn in energy
Residential 29 -0.1 3.9 16 0.17 -0.01 0.20 0.08 H
Change in private inventories.... 0.03 0.02 0.02 0.02 prices.
Government consumption expenditures . . . . . .
and gross investhe)tnt.... e .. 48 28 18 59 08 051 033 106 Prices of nonresidential private fixed investment
Federal 38 20 00 65 025 013 000 042 slowed, reflecting a deceleration in the prices paid for
National defense.. 41 23 -0.3 6.4 018 0.10 -0.01 0.28 Cl t- | t t
Nondefense.. 32 14 08 67 007 003 002 0.14 nonresidential structures.
State and local..... 5.4 3.4 29 55 061 038 0.33 0.64
Addenda: Prices paid for residential investment slowed, increas-
Gross domestic purchases: ing 1.6 percent after increasing 3.9 percent.
Food 17 3.0 2.3 51 016 0.28 021 048
Energy goods and services... 306 06 -33.8 150 137 0.03 -2.03 0.68 i . i .
Excluding food and energy.... 29 22 24 28 249 185 204 241 Prices paid by government accelerated. Prices paid by
Personal consumption expenditures (PCE): H H H
Food 17 29 19 48 the Federal quernment plckeo_l up, increasing 6.5 per-
Energy goods and services... 297 37 -36.0 161 cent after being unchanged in the fourth quarter.
Excluding food and energy 2722 18 22 Prices paid by state and local governments accelerated,

4.2 22 -16 35
2.7 19 16 22
33 19 17 40

"Market-based" PCE..........
Excluding food and energy
Gross domestic product.

increasing 5.5 percent after increasing 2.9 percent.

1. The estimates under the contribution columns are also percent changes. Consumer prices eXCIUding food and energy, a mea-
Note. All the percent changes except those for PCE for food and energy goods and services and for sure of the “core” rate of inflation, picked up, increas-

PCE excluding food and energy are from NIPA table 1.6.7; the changes for PCE are calculated from index - - -
numbers in NIPA table 2.3.4. The contributions are from NIPA table 1.6.8. Ing 2.2 percent after |aneaS|ng 18 percent'

Chart 7. Gross Domestic Purchases Prices
Note on Prices

BEA's gross domestic purchases price index is the most com- Percent change from the preceding quarter
prehensive index of prices paid by U.S. residents for all m Total ft Less food and energy
goods and services purchased in the United States. It is
derived from prices of consumer spending, private invest-
ment, government spending, and prices paid for imports.

The GDP price index measures the prices paid for all the
goods and services produced in the United States, and it
includes the prices of goods and services that are exported.

The difference between the gross domestic purchases
price index and the GDP price index reflects the differences

between the imports prices (included in the gross domestic |
purchases index) and the exports prices (included in the 2003 2004 2005 2006 2007
GDP price index)_ Note. Percent change at annual rate from preceding quarter; based on seasonally adjusted

index numbers (2000=100).
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Revisions

Table 9. Preliminary and Advance Estimates for the First Quarter of 2007

[Seasonally adjusted at annual rates]

1. The estimates for GDP under the contribution columns are also percent changes.

Source Data for the Preliminary Estimates
Personal consumption expenditures: Retail sales for February
and March (revised). Motor vehicle registrations for January
and February (revised) and March (new). Retail electricity
sales for February (new) and natural gas sales for January
(revised) and February (new).

Nonresidential fixed investment: Construction put in place
for January and February (revised) and March (new). Man-
ufacturers’ shipments of machinery and equipment for Jan-
uary-March (revised). Exports and imports for February
(revised) and for March (new).

Residential investment: Construction put in place for Jan-
uary and February (revised) and March (new).

Change in private inventories: Manufacturers’ inventories
for February and March (revised) and trade inventories for
February (revised) and March (new).

Exports and imports of goods and services: International
transactions for January and February (revised) and March
(new).

Government consumption expenditures and gross invest-
ment: State and local construction put in place for January
and February (revised) and March (new).

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

Change from Contribution to percent
preceding quarter change in real GDP
(percent) (percentage points)
Prelim-
Ad- Prelim- MY Ad-  Prelim-
vance inary ma":jlfs vance inary
vance
Gross domestic product (GDP)L 13 06 -0.7 13 06 -0.7-
Personal consumption expenditures. 38 44 06 266 301
Durable goods 7.3 8.8 15 056  0.68
Nondurable goods. 29 35 0.6 058 071
Services....u 3.7 4.0 0.3 151 1.63
Gross private domestic investment. 6.5 93 -2.8 -1.06 -1.55
Fixed investment.... . -4.7 -3.5 12 -0.76 -0.57
Nonresidentia . 2.0 2.9 0.9 021 031
Structures....... . 2.2 51 29 0.07 0.16
Equipment and software. 1.9 20 0.1 0.14 0.14
Residential -17.0 -15.4 16 -0.97 -0.87
Change in private inventories. . -0.30 -0.98
Net exports of goods and services. -0.52 -1.00
Exports. . -1.2 -0.6 -0.14 -0.07
-0.8 -0.6 -0.06 -0.05
-2.3 -0.6 -0.08 -0.02
Imports 23 57 -0.37 -0.93
Goods 19 6.2 -0.26 -0.84
Services 4.4 3.3 -0.12 -0.09
Government consumption expenditures and
gross INVESEMENL...........cccovvevreiienreinnnn 0.9 1.0 0.18 0.19
Federal -3.0 -3.9 -0.21  -0.28
National defense..... -6.6 -7.3 -0.32 -0.36
Nondefense 4.7 3.6 0.10 0.08
State and local 33 3.9 039 047
Addenda:
Final sales of domestic product.............. 16 16 156  1.63 0.07
Gross domestic purchases price index. 3.6 3.6
GDP price iNAeX ..o 4.0 4.0

Survey of Current Business 9

The 0.6-percent preliminary estimate of real GDP
growth is 0.7 percentage point less than the advance
estimate. The average revision (without regard to
sign) between the “advance” and “preliminary” esti-
mates is 0.5 percentage point. The downward revision
to the percent change in real GDP primarily reflected a
downward revision to inventory investment and an
upward revision to imports. Consumer spending was
revised up.

The upward revision to consumer spending was to
both goods and services. The revisions to durable and
nondurable goods were widespread, and the revision
to services was primarily to electricity and gas.

The downward revision to inventory investment was
widespread, but the largest contributors were retail
trade inventories, wholesale trade inventories, and
manufacturing inventories.

The upward revision to imports was more than ac-
counted for by widespread revisions to imports of
goods. The largest contributor to the revision was pe-
troleum and products.

Personal Income for the Fourth Quarter
With the release of the preliminary estimates of GDP, BEA
also releases revised estimates of various income-related
series for the previous quarter. This revision reflects the
incorporation of newly available, third-quarter tabulations
from the quarterly census of employment and wages from
the Bureau of Labor Statistics.

Woage and salary disbursements increased $118.0 billion
in the fourth quarter, an upward revision of $33.3 billion.
Personal current taxes increased $29.8 billion, an upward
revision of $5.8 billion. Contributions for government social
insurance—a subtraction in calculating personal income—
increased $16.7 billion, an upward revision of $4.7 billion.
As a result of these revisions
+ Personal income increased $157.2 billion, an upward revi-

sion of $31.1 billion.

+ Disposable personal income increased $127.3 billion, an
upward revision of $25.3 billion.

+ Personal saving increased $40.8 billion, an upward revision
of $25.3 billion.

+ The personal saving rate was -0.9 percent, an upward revi-
sion of 0.3 percentage point.
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Corporate Profits

Profits from current production increased $20.3 bil-
lion, or 1.2 percent at a quarterly rate, in the first
quarter, following a decrease of $4.9 billion.

Table 10. Corporate Profits

[Seasonally adjusted]

Billions of dollars (annual rate) Percent change from

preceding quarter

Change from
g (quarterly rate)

Level )
preceding quarter

Domestic profits of financial corporations increased
$4.8 billion, or 1.0 percent, following an increase of
$20.5 billion.

2007 2006 2007 2006 2007

1 Il [} \% | I 1l v |

Current production measures:

Corporate profits..........
Domestic industries

Domestic profits of nonfinancial corporations in-
. 1668.7 227 615 -4.9 203 14 39 -0.3 12 - 11: .
13976 89 668 421 210 07 49 30 15 creased $16.2 billion, or 1.8 percent, following a de-
5001 417 9.1 205 48 94 19 43 10 crease of $62.6 billion.

Financial.

Nonfinancia 897.5 -32.8 758 -62.6 162 -3.6 8.7 -6.6 18

Profits from the rest of the world turned down $0.8
billion, or 0.3 percent, after increasing $37.3 billion.
Receipts from the rest of the world decelerated, and

Rest of the world 2711 138 -53 373 -08 61 -2.2 159 -0.3-

Receipts from the rest of the

WO e 435.0 257 6.9 192 6.9 6.8 17 4,7 16
Less: Payments to the rest of payments to the rest of the world turned up.
the World.....coocvcencrinenns 1639 119 121 -18.0 7.7 7.9 75 -10.3 49

Less: Taxes on corporae income... 4850 192 145 -144 88 42 30 29 19 Taxes on corporate income increased $8.8 billion, or

11837 36 470 96 114 03 42 08 10 1.9 percent, compared with a decrease of $14.4 billion.

692.0 154 193 210 206 25 31 32 31

Equals: Profits after tax...
Net dividends...............

Undistributed profits from current
Production ..o

After-tax profits increased $11.4 billion, or 1.0 per-

4917 -11.8 278 -11.5 -9.2 -24 57 -22 -18 R X .
cent, following an increase of $9.6 billion.

Net cash flow .o,
Industry profits:
Profits with IVA
Domestic industries.

1,374.8 11 302 -11 -46 01 22 -01 -03

Undistributed corporate profits (a measure of net sav-
ing that equals after-tax profits less dividends) de-

18260 349 63.2 4.4 58 20 36 02 03
1,554.9 211 684 -32.8 6.6 14 45 -21 0.4

Financial...... 526.8 443 -81 226 41 95 -1.6 4.5 0.8 a11: .
Nonfinanci 10281 -232 765 554 25 2.3 76 51 02 creased $9.2 b||||_on_, or 18 percent, following a
Rest of the world 2711 138 -5.3 373 -0.8 61 -2.2 159 -0.3 decrease of $11.5 billion.
Addenda:
Profits before tax (without IVA and i its-re-
oAy o R Leses 709 425 -164 209 41 23 09 11 Net cash flow from current production, a profits-re
Profits after tax (without IVA and lated measure of internally generated funds available
CCA)) s 13735 51.7 280 -1.9 12.0 4.0 21 -0.1 0.9

for investment, decreased $4.6 billion, or 0.3 percent,

IVA -32.5 -36.0 207 207 -15.0 A .
following a decrease of $1.1 billion.

CAdj -157.3 -12.2 -1.6 -9.3 144

Note. Levels of these and other profits series are
shown in NIPAtables 1.12,1.14,1.15, and 6.16D.

IVA Inventory valuation adjustment
CCAdj Capital consumption adjustment

Measuring Corporate Profits

Corporate profits is a widely followed economic indicator information from the Internal Revenue Service; BEA uses
used to gauge corporate health, assess investment condi- tax accounting measures as a source of information on

tions, and analyze the effect on corporations of economic
policies and conditions. In addition, corporate profits is an
important component in key measures of income.

BEA’s measure of corporate profits aims to capture the
income earned by corporations from current production
in a manner that is fully consistent with the national
income and product accounts (NIPAs). The measure is
defined as receipts arising from current production less
associated expenses. Receipts exclude income in the form
of dividends and capital gains, and expenses exclude bad
debts, natural resource depletion, and capital losses.

Because direct estimates of NIPA-consistent corporate
profits are unavailable, BEA derives these estimates in
three steps.

First, BEA measures profits before taxes to reflect corpo-
rate income regardless of any redistributions of income
through taxes. This measure is partly based on tax return

profits for two reasons: They are based on well-specified
accounting definitions, and they are comprehensive, cover-
ing all incorporated businesses—publicly traded and pri-
vately held—in all industries. BEA also uses other sources
of information to estimate pretax profits, including infor-
mation from the Census Bureau.

Second, to remove the effects of price changes on inven-
tories valued at historical cost and of tax accounting for
inventory withdrawals, BEA adds an inventory valuation
adjustment that values inventories at current cost.

Third, to remove the effects of tax accounting on depre-
ciation, BEA adds a capital consumption adjustment
(CCAUdj). CCAdj is defined as the difference between con-
sumption of fixed capital (the decline in the value of the
stock of assets due to wear and tear, obsolescence, acciden-
tal damage, and aging) and capital consumption allow-
ances (tax return depreciation).
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Government Receipts and Expenditures
Estimates for the First Quarter of 2007

N ET GOVERNMENT saving, the difference be
tween current receipts and current expenditures ) ) ]
Current Receipts, Current Expenditures, and Net Government Saving
of the Federal Government and state and local govern- Billions of dollars
ments, was -$171.6 billion in the first quarter of 2007,
decreasing $32.4 billion from -$139.2 billion in the
fourth quarter.
Net Federal Government saving was -$133.7 billion
in the first quarter, decreasing $13.0 billion from
-$120.7 billion in the fourth quarter (see page 12).
Current receipts accelerated, and current expenditures
turned up.
Net state and local government saving was -$37.9
billion in the first quarter, decreasing $19.5 billion Net Saving
from -$18.4 billion in the fourth quarter (see page 13). Billions of dollars
Current receipts and current expenditures accelerated.
Net borrowing was $349.5 billion in the first quar-
ter, increasing $96.3 billion from $253.4 billion in the
fourth quarter. Federal Government net borrowing
was $188.1 billion in the first quarter, increasing $62.6
billion from $125.5 billion in the fourth quarter. State
and local government net borrowing was $161.4 bil-
lion in the first quarter, increasing $33.7 billion from
$127.7 billion in the fourth quarter.

Chart 1. Government Fiscal Position

2003 2004 2005 2006 2007

Total Receipts,Total Expenditures, and Net Lending or Borrowing
Billions of dollars

Table 1. Net Government Saving and Net Lending or Net Borrowing
(Billions of dollars, seasonally adjusted at annual rates)

Level Change from preceding quarter
2007 2006 2007
| I n \Y |
Current receipts.......ccoceeerereeenne. 4,129.1 66.5 28.7 442 94.6 Net Lending or Net Borrowing
Current expenditures... 4,300.8 69.3 74.9 0.2 1271 Billions of dollars
Net government saving. -1716 2.6 -46.4 441 -324 100
Federal..........cccoeee. -133.7 -16.1 -9.9 523 -13.0
State and local...........ccccvennnene -37.9 134 -36.3 -8.2 -195
Net lending or net borrowing (-)  -349.5 55 -47.1 942 -96.3
Federal.....ccoevivivcniiiccicen -188.1 99 -14.4 1049 -62.6
State and local.........ccccvveneenneee -161.4 44  -32.7 -10.7 -33.7
€00 _ | 1 0 0 0 b bbb
2003 2004 2005 2006 2007
; ; Note. All estimates seasonally adjusted at annual rates.
Pamela A. Kelly prepared this article. U.S. Bureau of Econormic Anlysis
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12 Government Receipts and Expenditures June 2007

Federal Government

Table 2. Federal Government Current Receipts and Expenditures
(Billions of dollars, seasonally adjusted at annual rates)

Personal current taxes accelerated, reflecting an accel-
eration in withheld and nonwithheld income taxes.

Level Change from preceding quarter . . .y
2007 2006 2007 Contributions for government social insurance accel-
erated because of administrative changes that took ef-

1 ] ] v | - . . . .
_ fect in January. Contributions for social security by
Current_recelpts ............................ i(;ijz 22.3 24.0 ?71; ‘7123 employers, employees, and the self—employed acceler-
1S e s . . i . . . . .
C”F:rem ta)l( rece'p: i 133 122 s ape ated as a result of an increase in the maximum taxable
ersonal curren .axes....: .......................... ) . n B . Wage base tO $971500 in 2007 frOm $941200 in 2006
Taxes on production and imports... 978 L T sA 0l Contributions for supplementary medical insurance
Taxes on corporate iNCOMe.........cecererennes 395.8 151 124 -13.3 7.3 PP y

accelerated because of an increase in the monthly pre-
miums paid by participants of Medicare Part B; begin-
ning in 2007, one monthly premium has been
replaced by five premium rates based on income,
ranging from $93.50 to $161.40 a month.

Taxes from the rest of the world................ 11.7 0.5 0.4 6.7 -6.3

Contributions for government social
insurance....

Income receipts on assets...

966.8 22 6.4 16.6 29.7'
26.9 0.9 12 16 -0.1

Current transfer receipts...... 325 0.6 0.8 -0.6 -0.5
Current surplus of government enterprises... -3.5 0.3 -0.4 -0.1 -1.9 National defense consumption expenditures turned
Current expenditures 2,796.4 48.3 440 -175 83.7 " . . . .
Consumption expenditures 4253 13 68 80 6o dovvp, primarily reflecting a downturn in spending for
National defense. .......................... 5527 00 16 137  -0.3- SErvices.
Nondefense...........cccooviiniiiiii 2726 -1.3 52 58 8.6 Nondefense Consumption expenditures turned up, re-
Current transfer payments 1,618.6 24.6 18.2 6.3 475 ﬂecting an upturn in compensation of emp|0yees be-
Government social benefits. 1,217.3 17.6 8.8 16.3 25.8 cause of the January 2007 pay raise, which boosted
TOPEISONS. s e compensation $1.9 billion, and an upturn in civilian
To the rest of the world 3.2 01 -0.2 0.1 0.0
Other current transfer payments............... 401.4 7.0 93 -10.0 21.8 employment.
Grggiser'ﬁn?fnimea”d'°°a' ................ 3705 5.7 86 7.4 123 Government social benefits to persons accelerated, re-
Tothe rest of the WOrld...........cccccccevn 309 12 08 -2.6 95 flecting the 3.3-percent cost-of-living adjustment that
Interest payments 3028 279 195 -31.0  28.9 boosted benefits for social security, veterans’ pensions,
Subsidies 497 28 05 08 -0.9 supplemental security income, and other programs by
Less: Wage accruals less disbursements 0.0 0.0 0.0 0.0 0.0 $21.0 billion in January.
Net Federal Government saving............... -133.7 -16.1 -9.9 523 -13.0
Social insurance funds.... 521 -13.6 -0.5 4.4 56 Other current transfer payments to the rest of the
-185.8 -2.5 -9.4 479 -18.6 world turned up, reflecting a $2.5 billion increase
Addenda: ($10.0 billion at an annual rate) in economic support
Total receipts...... 26850 312 328 353 66.0 payments to Israel and Egypt.
Current receipts 2,662.7 32.3 34.0 34.7 70.8
Capital transfer receipts 23 11 12 06 -48 Interest payments turned down, reflecting the down-
Total expenditur?s .................................. 28731 411 472 -69.7 1287 turn in interest paid on Treasury Inflation-Protected
Current expendlturgs .. 2,796.4 483 440 -17.5 83.7 Securities.
Gross government investment............... 117.8 -0.8 0.7 25 -2.8
ital transfer MEeNtS.....cccevvveennnnns 7.2 -2. . -0. -2.
E:?g{:r(t::a;ez o‘i?:)m?rot;uced assets... -61.3 ;2 gf 523 5203 Net purchases of nonproduced assets turned up fol-
Less: Consumption of fixed capital........ 1070 13 14 09 10 lowing large receipts from spectrum auctions in the
Net lending or net borrowing (-) ........c...... -188.1  -9.9 -144 1049 -62.6 fourth quarter.

Federal Government Estimates

Estimates of Federal Government current receipts, current
expenditures, and net Federal Government saving are based
on data from the Federal budget, from the Monthly Trea-
sury Statement and other reports from the Department of
the Treasury, and from other Federal Government agencies.
Total receipts, total expenditures, and net lending or net
borrowing, which are alternative measures of the Federal
fiscal position, are based on these same sources.

Quarterly and annual estimates are published monthly in
NIPA table 3.2. Detailed annual estimates of these transac-

tions by component are published annually in NIPA tables
3.4-3.8, 3.12, and 3.13. Detailed quarterly estimates are
available in underlying NIPA tables at <www.bea.gov/bea/
dn/nipaweb/nipa_underlying/Index.asp>.

Each year, BEA prepares an article that compares NIPA
estimates and the Federal budget.1 For a historical time
series of this comparison, see NIPA table 3.18B.

1. See Mary L. Roy and Andrew p. Cairns, “Federal Budget Estimates for
Fiscal Year 2008,” Survey of Current Business 87 (March 2007): 10-21.
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State and Local Government

Table 3. State and Local Government Current Receipts and Expenditures
(Billions of dollars, seasonally adjusted at annual rates)
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Level Change from preceding quarter
2007 2006 2007
1 1 ] \% |
Current receiptS......vneereenens 1,8369 401 3.2 21 361 )
Current tax receipts 1,2652 320 -7.4 78 215 Personal current taxes accelerated, reflecting an accel-
Personal current taxes 3148 177 -13.3 24 14.6—-- ' eration in state income taxes.
Taxes on production and imports.............. 881.0 119 3.9 7.8 6.0
Taxes on corporate income... 693 24 21 24 0.8"  Tayes on corporate income turned up, reflecting an
Contributions for government social . .
INSUFANCE ..o oo oo 251 01 00 01 03 upturn in corporate profits.
Income receipts on assets.... 78.9 0.7 0.5 0.3 0.7
Current transfer receipts 477.6 7.8 105 -5.5 14.30 Federal grants_in_aid turned up, reﬂecting an upturn
Federal grants-in-aid 370.5 5.7 8.6 -7.4 12.3- in Medicaid grants
107.1 2.0 2.0 2.0 1.9
Current surplus of government enterprises... -9.9 -0.4 -0.5 -0.7 -0.5 . . :
Consumption expenditures accelerated, reflecting an
Current eXpenditures.......c...ooeeevveenn. 18748 267 395 103 556 / upturn in spending for nondurable goods
Consumption expenditures............c.ccocueenene 1,342.0 245 19.3 16.5 25.5"
Government social benefits.........cccoceevieeenne 435.0 1.3 19.3 -5.5 29.5 Government social benefit payments turned up, re-
Interest paid 975 08 09 0.7 07 flecting an upturn in benefit payments for Medicaid.
Subsidies 0.4 0.0 0.0 0.0 0.0
Less: Wage accruals less disbursements 0.0 0.0 0.0 0.0 0.0 Gross government investment accelerated, reflecting
Net state and local government saving -379 134 -36.3 -82 -195 i an acceleration in investment for structures.
Social insurance funds 5.4 -0.4 -0.3 -0.2 01 /
-43.3 139 -36.1 -8.1 -19.5 /
Addenda:
Total receipts 1.887.7 404 51 10 301 /
Current receipts..... . 1,836.9 40.1 3.2 21 361 |/
Capital transfer receipts. 50.8 0.4 2.0 -11 -6.1 |/
Total expenditures.. . 20491 361 378 118 637/
Current expenditures..... . 1.874.8 26.7 39.5 10.3 55.6 /
Gross government investment.. 333.5 11.8 15 5.9 12.6'
Capital transfer payments..... .
Net purchases of nonproduced assets... 125 0.2 01 01 01
Less: Consumption of fixed capital 171.7 25 3.3 4.6 4.6
Net lending or net borrowing (-)............... -161.4 44 -32.7 -10.7 -33.7

Estimates of State and Local Government Receipts and Expenditures

The estimates of state and local government current re-
ceipts and expenditures and total receipts and expenditures
are mainly based on compilations of data for state and local
government finances. The Census Bureau produces the pri-
mary source data: The quinquennial census of governments
in years that end in a 2 or a 7 and the Government Finances
series of surveys for the other years. In addition, other
sources of Census Bureau data are from the Quarterly Sum-
mary of State and Local Government Tax Revenue and the
monthly Value of Construction Put in Place. Data sources
from the Bureau of Labor Statistics include the Quarterly
Census of Employment and Wages and the Employment
Cost Index.

Quarterly and annual estimates are available monthly in
NIPA table 3.3. Detailed annual estimates of state and
local government transactions by component are available
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annually in NIPA tables 3.4-3.8, 3.12, and 3.13. Detailed
quarterly estimates are available in underlying NIPA
tables at <www.bea.gov/bea/dn/nipaweb/nipa_underlying/
Index.aspX For a historical time series of reconciliations of
the NIPA estimates with the Census Bureau data from
Government Finances, see NIPA table 3.19.

BEA now prepares annual estimates of receipts and
expenditures of state governments and of local
governments.1 These estimates are available annually in
NIPA table 3.20 (state government receipts and expen-
ditures) and in NIPA table 3.21 (local government receipts
and expenditures); see “Newly Available NIPA Tables” in
the October 2006 survey.

1 Bruce E. Baker, “Receipts and Expenditures of State Governments and
of Local Governments,” Survey 85 (October 2005): 5-10.
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U.S. Travel and Tourism Satellite Accounts for 1998-2006

By Paul V. Kern and Edward A. Kocis

T HE travel and tourism industry—as measured by
real output of goods and services sold directly to
visitors—grew for the fifth consecutive year in 2006,
according to the most recent estimates from the travel
and tourism satellite accounts of the Bureau of Eco-
nomic Analysis (BEA). These estimates show real di-
rect output growth of 2.5 percent in 2006, a
deceleration from the 2.9 percent growth in 2005 and
5.9 percent growth in 2004.1Employment in the tour-
ism industry continued to grow slower than real out-
put, growing 1.2 percent in 2006 and 1.6 percent in
2005.
Other highlights from the travel and tourism satel-
lite accounts include the following:

« Current-dollar  total tourism-related output
increased to $1.23 trillion in 2006, up 7.1 percent
from $1.15 trillion in 2005.

Total employment in travel and tourism reached a
new peak in 2006 of 8.5 million jobs, surpassing the
previous high of 8.4 million jobs in 2000.
Outbound tourism grew 7.6 percent in 2006, and
inbound tourism grew 6.8 percent. As a result, the
net export position weakened slightly, from a $6 bil-
lion surplus in 2005 to a $5.7 billion surplus in
2006.
Business travel’s share of U.S. domestic travel and
tourism rose for the third straight year, to 32.1 per-
cent in 2005. This share peaked at 34.7 percent in
2000 .
These travel and tourism estimates incorporated
newly available data from BEA’s annual input-output
(I-O) accounts, updated data from the national in-
come and product accounts (NIPAs), and a number of
improvements in methodology and presentation. Esti-
mates for 1998-2005 were revised to include these
methodological improvements; therefore, the esti-
mates provided here are not comparable with previ-
ously published estimates. The accounts are available
on the BEA Web site at <www.bea.gov>; see the box
“Data Availability.”

The most recent travel and tourism accounts in-

1 All measures of tourism activity not expressly identified as being in
“real” (constant-price) terms are current-dollar estimates.

elude new estimates of output and employment for
2006 and revised estimates for the full set of accounts
for 1998-2005 as described below.2 The satellite ac-
count framework provides the flexibility to make fre-
quent improvements to the travel and tourism
accounts. From 1998 forward, BEA has increased the
coverage, timeliness, and frequency of the releases.
This year, BEA introduced four improvements:

* The coverage of traveler accommodations has been
broadened to include the value of vacation home
rentals. This increased total tourism output by
$14.5 billion in 2005.

* The methodology used to estimate the consumption
of gasoline by travel and tourism activity has been
improved. This increased total tourism output by
$39.9 billion in 2005.

* The treatment of commissions on foreign
(inbound) travel and tourism has been made con-
sistent with the treatment of commissions on out-
bound travel and tourism. This reduced total
tourism output by $4.1 billion in 2005.

*A new “core” table has been added to the travel
accounts: Table 3a presents tourism figures before
they have been adjusted for travel agency commis-
sions.

The remainder of this article includes a discussion
of trends in travel and tourism output and prices, the
composition of tourism demand, tourism value added
and employment, and methodological and presenta-
tional improvements, followed by the eight core travel
and tourism account tables.

2. The travel and tourism satellite accounts rely on the most recent annual
input-output table of the U.S. economy (2005 currently), while the 2006
data relies on less detailed data from the NIPAs.

Data Availability

The detailed annual estimates of tourism activity for 2005
are presented in eight tables at the end of this article. The
detailed annual estimates for 1998-2005, estimates of
output and employment for 2006, and quarterly esti-
mates of output and employment are available on BEA’s
Web site at <www.bea.gov> under “Industry” and “Satel-
lite Accounts.”
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Table A. Annual Growth in Real Output by Tourism
Commodity in 2000-2006
[Percentage change from preceding period]
Commodity 2000 2001 2002 2003 2004 2005 2006

All tourism goods and service

297 -470 078 315 593 2.88 249

Traveler accommodations... 688 -8.15 198 336 4.08 216 284
Food and beverage service! 166 -224 147 441 512 486 4.80
Transportation...........c.c..... 053 -4.08 -049 083 611 326 0.77
Passenger air transportatiol 6.09 -9.16 -1.93 331 913 532 119
Domestic passenger air transportatiol

services, 623 -6.67 -078 676 6.30 1.03 -2.42

International passenger air
transportation Services...........c......... 5.73 -15.10 -4.83 -4.35 1610 1436 8.08

All other transportation-related
COMMOTILIES. ..vvvrvveereriereicerieienes -3.66 -0.14 049 -0.77 411 192 047

Passenger rail transportation services 837 278 450 320 968 -7.17 0.10
Passenger water transportation

services 2705 1413 124 2059 1131 1456 1361
Intercity bus services w318 -401 -2.88 1532 -6.35 -6.74 -8.24
Intercity charter bus services.. .. -26.10 -10.23 -3.10 -3.67 -4.14 -4.82 -0.39
Local bus and other transportation

services. -8.22 -1.80 -7.1b -2.63 -0.62 b2b 483
Taxicah SerViCes.......ccowiivinieneriieens -14.49 -3.92 -7.16 -8.96 -4.32 444 180
Scenic and sightseeing transportation

Services. -6.49 -7.31 -b.33 -0.83 318 Obhb 064
Automotive rental and leasing 261 -2.67 571 -150 996 6.57 -2.32
Other vehicle rental and leasin 376 -7.87 -433 122 688 924 bbO
Automotive repair services. -17.34 737 354 -12.05 -6.68 -5.33 110

Parking -099 6.69 235 1201 -0.88 1.60 -1.b8
Highway tollS........cveevrmrreerirererieerins -11.98 244 6.79 810 -4.60 -4.16 -8.90
Travel arrangement and reservation
services. -322 -1.68 509 490 1039 168 0.73
Gasoline -436 -056 062 -454 013 0.27 -0.33
Recreation, entertainment, and shopping.... 487 -485 155 541 731 170 329
Recreation and entertainment................. 408 -150 451 554 517 083 3.00
Motion pictures and performing arts.... 103 -198 530 227 261 -2.54 -1.87
Spectator sports.... 12.35 -11.78 1581 265 7.20 -211 311

Participant sports.. 18 -290 002 125 264 -1.19 bl4

Gambling 1008 2.80 508 927 9.99 405 447

All other recreation and entertainment  -2.98 -3.70 290 564 -0.44 -0.4b 211
Nondurable PCE commodiities other than

gasoline 539 -7.12 -060 532 9.02 238 351

PCE Personal consumption expenditures

Table B. Contributions to Growth in Real Tourism Output by Tourism
Commodity in 2000-2006

[Percentage points]
Commodity 2000 2001 2002 2003 2004 2005 2006
All tourism goods and service

Traveler accommodations...
Food and beverage services..

297 -470 078 3.15 593 288 249
118 -1.44 034 058 072 038 050
026 -034 024 073 086 08l 0.80

Transportation 023 -1.61 -021 033 227 121 029
Passenger air transportation................... 106 -1.58 031 050 135 077 018
Domestic passenger air transportation
services. 0.78 -0.82 -0.08 069 0.66 0.10 -0.24
International passenger air transportation
services. 027 -0.76 -0.22 -0.20 0.69 067 043

Al other transportation-related commodities -0.83 <303 0.10 -0.16 092 044 0.10
Passenger rail transportation services...  0.02 001 001 001 0.02 -0.02 0.00
Passenger water transportation service: 024 014 001 021 013 016 0.16
Intercity bus services ... 001 -001 -0.01 0.04 -0.02 -0.02 -0.02
Intercity charter bus services.. .. -0.06 -0.02 -0.01 -001 -0.01 -0.01 0.00
Local bus and other transportation

services. -0.05 -0.01 -0.04 -001 000 003 002
Taxicah SErVICES........ovurumevvenerieriesiniienes -0.11 -0.02 -0.05 -0.06 -0.02 0.02 001
Scenic and sightseeing transportation

services 001 0.00 0.00
Automotive rental and leasing..... 036 0.24 -0.09
Other vehicle rental and leasing.. 001 001 001
Automotive repair services -0.14 -0.10 0.02
Parking 0.00 0.00 0.00
Highway tolls -0.01 0.00 -0.01
Travel arrangement and reservation

service: -0.19 -0.09 029 028 059 010 0.04
Gasoline -0.30 -0.04 004 -032 001 0.02 -0.03

Recreation, entertainment, and shopping....... 130 -1.30 042 150 207 048 0.90

Recreation and entertainment.........
Motion pictures and performing a

044 -0.16 051 0.67 065 010 036
0.02 -0.03 010 0.05 005 -0.05 -0.03
Spectator sports.... 0.09 -0.09 012 002 007 -0.02 0.03
Participant sports.. ... 003 -005 000 002 005 -002 0.09
Gambling, 038 011 022 043 049 021 023
All other recreation and entertainment.... -0.08 -0.09 0.07 0.15 -0.01 -0.01 0.05
Nondurable PCE commodities other than
gasoline 086 -1.14 -0.09 083 142 038 054

PCE Personal consumption expenditures
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Trends in Travel and Tourism

Output and Prices
Real output. Real direct output—the value of the
tourism industry’s goods and services sold directly to
visitors—increased 2.5 percent in 2006, reflecting con-
tinued strong growth in passenger water transporta-
tion services (13.6 percent), international passenger air
transportation services (8.1 percent), and food and
beverage services (4.8 percent). Participant sports re-
versed a 2005 decline of 1.2 percent and increased 5.1
percent (table A).

In 2006, recreation, entertainment, and shopping
contributed the most to the 2.5 percent growth in real
tourism output, accounting for 36 percent of the over-
all increase (chart 1). That contribution was more than
twice its 17-percent contribution in 2005. Recent
movements in exchange rates between the U.S. dollar
and other currencies affect this component of travel
and tourism. Food and beverage services, which have
been strong each year since 2002, accounted for 32 per-
cent of the overall increase in real tourism output in
2006 (tables B and C).

Nonetheless, in 2006, growth decelerated or turned
down in 14 of 24 tourism commodities.

Prices. Tourism goods and services prices increased
4.5 percent overall in 2006, the fourth consecutive year
of price growth. Prices in 2006 were 15.7 percent
higher than their 2000 level. Passenger air transporta-
tion prices increased again in 2006 but remained

Chart 1. Contributions to Annual Growth in Real
Tourism Output in 2003-2006
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slightly below their 2000 level. International air prices
continued their upward trend.
Transportation services, which include two volatile

U.S. Travel and Tourism Satellite Accounts
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Table D. Chain-Type Price Indexes for Tourism

Commodities in 1999-2006
[Index numbers, 2000=100]

components—passenger air transportation and gaso- Commodity 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006
line—contributed 47 percent of the 2006 increase in  Alltourism goods and services 100.0| 1005 | 100.0| 102.8| 106.0| 1107 | 1157
. . . Traveler accommodations ... 100.0 | 102.0| 101.21 102.8 108.7] 1142| 119.3
overall tourism goods and services prices (chart 2 and  Food and beverage services 100.0| 103.2( 1060 108.2| 1114|1150 | 11856
. Transportation .........cccc........ 100.0| 97.7| 945| 98.9|101.6|108.0| 115.3
table E). Traveler accommodations, a large but less vol- Passenger aif ransportation 1000 956[ 90.1| 932] 92.1| 94.8| 997
. . Domestic passenger air
atile component of travel and tourism, accounted for transportation SerVices ... 95.8|1000| 91.4| 825| 848| 83.1] 852| 895
: . International passenger air
18 percent of total price growth in 2006 (table D). tansporiaon ervies .| 959 1000 1074|1122 1175 1185 1233 1288
: : All other transportation-relate
Total output. Total tourism-related output in cur- COMMOGtes................... 89.6/1000| 993| 97.8]103.3] 108.8] 118.1 | 127.4
: a1 : P il tati
rent dollars increased to $1.23 trillion in 2006, up 7.1 e ranansportalon - 1 10001 1024 1071 | s0.0| 55| 989! 1081
percent, from $1.15 trillion in 2005. Total output con- Pﬂggfygggwa‘e'"a"spm‘”" 1097|1000 sto] 884l 815l soal 11| s0s
1 HIH 1 3 1 intercity bus services .. .7/100.0] 103.3{ 106.6| 110.5| 114.7| 118.8| 127.5
sisted of $700.2 billion in direct tourism output and Intercity charter bus services.....| 95.6| 100.0| 103.9[ 107.1] 111.4| 114.2| 116:8| 120.9
1117 m 1 1 1 Local bus and other
$533_‘6 bllhOI’l _ln lndlreCt t(?urlsm Output (chart 3) . transportation services 100.0| 101.6| 103.2] 108.4| 113.3| 118.4] 122.4
Direct tourism output includes goods and services Gitodierime 10001 1030| 106.3| 1128 119.5| 125.0| 1292
1 181 1 l. In- transportation services......... | 95.7|100.0(103.9 107.1} 1115} 114.2| 116.8| 120.9
SOld dlrectly to v151tors,‘such as passenger air travel. In Automotive rental and leasing....| 96.4 | 100.0| 99.4|104.4}107.8| 109.1| 109.5| 118.1
direct tourism output includes sales of all goods and Other vehicle rental and leasing | 98.9 | 100.0| 100.9| 101.3[109.7{ 118.0| 116.5 116.5
. . . Automotive repair services 96.9|100.0( 103.6( 107.4 | 110.4| 113.0{ 116.8 | 121.7
services used to produce that direct output, such as jet Parking......... .| 96010001045 10831 111.3{116.8| 125.0| 1287
Highway tolls.. . 100.3| 98.0|100.111085]122.0| 135.3
fuel to fly the plane. As another example, the pur- Travel arrangement and | o] sl 977|957l 5| 1008
. . . . . X 71 947 . .
chase of a souvenir t-shirt at a water park requires that 96.1) 90.0| 1051|1239 151.0| 1707
. o . Recreation, entertainment, and
it be manufactured before it is sold to a tourist. In SRODPING o 97.3]100.0| 1025 | 104.0 | 105.4| 107.7| 110.3| 112.8
. . Recreation and entertainment....... . .0} 103.4]105.9(108.6| 111.7| 115.5] 119.0
2006, the 1.76 ratlo Of tOtal Output to dll‘eCt Output Motion pictures and perform]ng
. : arts .. 103.9| 1074 112.3] 116.2| 12051 124.8
meant that every dollar of direct tourism output re- Spectaior Sports. 1059| 1105 | 11255| 1176 | 125.0 | 1296
quired an additional 76 cents of indirect tourism out- e R R AR AN
All other recreation and
put (table 5). entertainment . 96.1[100.0| 103.3| 105.9 | 108.6| 111.4| 114.8| 1189
Nondurable PCE commodities other
than gasoline ... . 101.8| 102.6 | 103.1| 104.9| 106.5] 108.3
PCE Personal consumption expenditures
Table C. Real Output by Tourism Commodity in 1998-2006
[Millions of chained (2000) dollars]
Commodity 1998 1999 2000 2001 | 2002 2003 “ 2004 2005 2006
All tourism goods and services 517,377 531,149 546,908 521,226 525,313 541,835 573,955 590,462 605,165
Traveler accommodation: 89,783 90,797 97,041 89,131 90,897 93,952 97,786 99,902 102,737
Food and beverage services 82,357 82,321 83,683 81,812 83,015 86,680 91,116 95,543 100,127
Transportation 209,571 217877 219,040 210,105 209,083 210,818 223,705 231,008 232,778
Passenger air transportation 88,019 92,068 97,677 88,731 87,020 89,900 98,104 103,320 104,546
Domestic passenger air transportation services....... 62,691 66,864 . 71,026 66,290 65,770 70,213 74,637 75,405 73,578
International passenger air transportation service 25,350 25,206 26,651 22,626 21,533 20,597 | 23914 27,348 29,557
Alf other transportation-related commodities. 121,718 125,974 121,363 121,195 121,791 120,848 125,810 128,230 128,834
Passenger rail transportation services . 1,028 1,057 1,145 1,177 1,230 1,269 1,392 1,292 1,294
Passenger water transportation services.. o 3,782 4,349 5,526 6,307 6,385 7,700 8,571 9,820 11,156
Intercity bus services ! 1,220 1490 1,537 1,475 1,433 1,652 1,547 1,443 1,324
Intercity charter bus services ' 1,697 1,308 966 867 841 810 776 739 736
Local bus and other transportation Services ... 3,190 3,262 2,993 2,940 2,730 2,658 2,641 2,780 2,914
Taxicab services 4,386 4,048 3,461 3,326 3,088 2811 2,690 2,809 2,860
Scenic and sightseeing transportation services.............cccccov... 2,348 | 2,477 2316, 2,147 2,033; 2,016 2,080 2,092 2,104
Automotive rental and leasing 17,768 | 20,319 20,851 20,294 19,136 18,848 20,725 22,087 21,575
Other vehicle rental and 1asiNg.............covveerrrecrmmrencraneiriieens 444 506 525 484 463 | 468 501 547 577
Automotive repair services 14,443 13,324 11,014 11,826 12,244 10,768 10,049 9,514 9,618
Parking 1,262 1,328 1,315 1,403 1,436 1,608 1,594 1,620 1,594
Highway tolls 682 622 548 561 599 648 618 592 539
Travel arrangement and reservation Services ... i 31,417 31,759 30,735 30218 31,756 33,311 36,771 37,388 37,660
Gasoline....... 38,056 40,180 38,430 38,214 | 38,449 36,705 36,753 36,853 36,732
Recreation, entertainment, and ShOPPING «.......eevvvreeesrnececeeverinnines 135,716 140,314 147,144 140,011 142 182} 149,878 160,838 163,580 168,957
Recreation and entertainment 54,288 56,776 . 59,094 58,210 60,835 64,206 67,526 68,089 70,132
Motion pictures and performing arts ...........c.ccoevmrromeneiiniiins 9,131 9,370 9,466 9,278 9,770 9,991 10,252 9,992 9,805
Spectator sports 3,697 3,822 4,294 3,788 4,387 4,503 4827 4,726 4,873
Participant sports 9,046 9,776 9,954 9,665 9,667 9,788 10,047 9,927 10,438
Gambling 18,081 19,768 21,760 22,370 23,505 25,684 28,250 29,393 30,708
All other recreation and entertainment.......... 14,361 14,039 13,620 13,116 13,497 14,258 14,196 14,132 14,431
Nondurable PCE commodities other than gasolin 81410 83,545 88,050 81,784 81,290 85,616 93,335 95,556 98,908

PCE Personal consumption expenditures
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The Composition of Tourism Demand
The annual travel and tourism accounts include esti-
mates of the composition of tourism demand by type
of visitor. They distinguish expenditures of U.S. resi-
dents traveling abroad from leisure travel within the
United States by residents, businesses, government em-
ployees, and nonresidents. The balance of tourism
trade can be derived by subtracting expenditures on
foreign travel by U.S. residents (an import of goods
and services related to travel and tourism headed out-
bound) from expenditures on U.S. travel by nonresi-
dents (an export of goods and services related to travel
and tourism inbound). With this release, this calcula-
tion has been improved by removing commissions
from both the outbound and inbound components.

International travel and tourism. International
travel (the sum of inbound and outbound travel) grew
8.4 percent in 2005 and 7.2 percent in 2006.

Table E. Contributions to Annual Growth in the Chain-Type Price

Indexes for Tourism Commodities in 1999-2006
[Percentage points]

Commodity 1999 2000 2001 2002 2003 2004 2005 2006
All tourism goods and services 261 506 052 -0.51 277 314 442 453
Traveler accommodations..... 069 059 031 -0.13 028 098 087 081
Food and beverage services 025 043 045 042 035 051 053 0.73
Transportation...........cc.... 100 328 -0.86 -1.20 175 1.03 236 213
Passenger air transportation 0.10 0.78 -0.70 -0.88 0.50 -0.18 045 067
Domestic passenger air
transportation services............. -0.07 057 -1.01 -1.08 0.30 -0.22 0.25 0.30
International passenger air
transportation services.......... 017 021 031 020 021 004 020 038
All other transportation-related
COMMOMILIES.ovvveevrrirerrireriienns 090 251 -0.16 -0.31 125 120 191 146
Passenger rail transportation
SEIVICES.ouvoerieirriieisssiiies 001 001 0.00 001 -0.02 -0.01 001 001
Passenger water transportation
services ... -0.03 -0.09 -0.08 -0.04 -0.09 -0.02 001 0.06
Intercity bus service 001 001 001 001 001 001 001 001
Intercity charter bus services...... 001 001 001 000 001 000 000 0.00
Local bus and other transportatiol
services .. 000 002 001 001 003 002 002 002
Taxicab services.. 0.01 001 002 001 004 003 002 002
Scenic and sightseeing
transportation services..........  0.02 002 001 001 002 001 001 001
Automotive rental and leasin -0.10 014 -0.02 018 012 0.05 001 0.19
Other vehicle rental and leasing 0.00 0.00 000 000 001 001 000 0.00
Automotive repair service: 0.07 0.07 0.7 008 0.07 005 006 0.06
Parking............ 001 001 001 001 001 002 002 001
Highway tolls.. 000 001 000 000 000 001 001 001
Travel arrangement and
reservation services 040 058 006 -0.17 -0.02 -0.18 011 021
Gasoline......ouennnenns 052 170 -0.26 -0.43 107 120 161 085
Recreation, entertainment, and
shopping 066 075 061 040 039 063 0.66 0.85
Recreation and entertainme .. 035 045 034 028 031 035 042 043
Motion pictures and performing
.. 010 011 006 006 009 007 007 004
Spectator sports.. 0.04 004 004 003 002 004 006 0.04
Participant sports 005 006 006 005 003 004 004 004
Gambling 008 013 011 007 011 013 017 022
All other recreation and
entertainment.........cccceeeeee. 008 0.10 008 0.06 0.07 0.07 0.08 0.09
Nondurable PCE commodities other
than gasoline.......cccccemrvrvicoe. 031 031 026 012 0.08 0.27 025 042

PCE Personal consumption expenditures
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Chart 2. Contributions to Annual Growth in the
Chain-Type Price Index for Tourism Goods and
Services in 2003-2006

Chart 3. Total Tourism-Related Output in 2003-2006
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In 2006, inbound tourism—defined as travel-re-
lated expenditures and international transportation
purchases from U.S. providers by nonresidents travel-
ing in the United States—grew 6.8 percent to $104.9
billion (chart 4). Outbound tourism—defined as
travel-related expenditures and international transpor-
tation purchases from foreign providers by U.S. resi-
dents traveling abroad—grew 7.6 percent to $99.3
billion. As a result, net exports of travel and tourism
declined slightly in 2006, to $5.7 billion from $6.0 bil-
lion in 2005 (table F).

Inbound tourism activity has been strong since
2003, following a 3-year period of weakness. From
2000 to 2003, inbound tourism declined from $98.9
billion in 2000 to just $76.6 billion in 2003—a factor in
the decline of the net export position. Net exports fell
to just under $1 billion in 2003 from $13.0 billion in
2000. Since 2003, inbound tourism rose from $76.6
billion to $104.9 billion in 2006, which played a key
role in the rise in net exports from $0.9 billion to $5.7
billion.

Internal tourism includes travel and tourism that
takes place within the borders of the United
States—the sum of domestic tourism and inbound
tourism.3 Inbound tourism’s share of internal tourism
peaked in 2000, accounting for 15.3 percent of the to-
tal. In 2003, this ratio declined to 11.7 percent. In 2004
and 2005, inbound tourism’s share rebounded slightly
to 12.4 percent and 12.7 percent, respectively (table G
and chart 5).

. . . . 2
3. As acomponent of internal tourism, the calculation of inbound tour-

ism is modified to exclude all expenditures on international transportation,
whether purchased from foreign or U.S. providers. This makes possible a
comparison between expenditures by U.S. residents traveling within the
United States (domestic tourism) and expenditures by nonresidents travel-
ing within the United States (inbound tourism).

Chart 4. U.S. Trade in Tourism in 1999-2006

Billions of dollars Billions of dollars

1999 2000 2001 2002 2003

U.S. Bureau of Economic Analysis

2004 2005 2006

U.S. Travel and Tourism Satellite Accounts
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National tourism consists of travel and tourism by
U.S. residents, both within the United States and
abroad—the sum of domestic tourism and outbound
tourism. The calculation of outbound tourism is mod-
ified here to include all expenditures on international
transportation, whether purchased from foreign or U.S.
providers. This is to create consistency between
expenditures by U.S. residents traveling within the
United States (domestic tourism) and expenditures by
US. residents traveling abroad (outbound tourism).

Outbound tourism’s share of national tourism in-
creased for the second straight year to 17.3 percent in
2005 from 16.9 percent in 2004. This share peaked in

Table F. U.S. International Travel and Tourism in 1999-2006

[Billions of dollars]

1999 2000 2001 2002 2003 2004 2005 2006

1686 1849 1664 1559 1523 1758 1905 204.2

Inbound travel and tourism................. 910 989 86.3 800 76.6 893 982 104.9
Outbound travel and tourism.... 776 86.0 801 759 757 86.5 922 993
Net exports of travel and tourism 135 13.0 62 42 0.9 2.8 6.0 5.7

Table G. Internal Travel and Tourism in the United States by
Residents and Nonresidents in 1998-2005

Billions of dollars Share
Year .
Residents N%’:}fgﬁzqts Total  Residents N%w;::izgls
391,563 70,527 462,089 84.7 15.3
413,260 73,886 487,145 84.8 15.2
446,578 80,902 527,480 84.7 15.3
436,526 70,737 507,263 86.1 13.9
443,862 65,383 509,244 87.2 12.8
478,332 63,245 541,577 88.3 11.7
516,214 73,386 589,600 87.6 12.4
550,573 80,320 630,893 87.3 12.7

Chart 5. Inbound Tourism’s Share of Internal
Travel and Tourism in 1999-2005

Percent
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2000 at 18.2 percent of national tourism (table H and
chart 6). Gross domestic product (GDP) growth affects
both domestic and international travel while currency
exchange rates affect international travel (both in-
bound and outbound), and these differences could in-
crease inbound while decreasing outbound.*

Domestic travel and tourism. Domestic tourism
includes travel and tourism undertaken by U.S. resi-
dents within the borders of the United States. Puerto
Rico and the U.S. Virgin Islands are outside of this de-
fined boundary and are classified in “international
travel.” The travel and tourism accounts break out all
expenditures on domestic travel and tourism by type
of visitor: Resident households, business, and govern-
ment (table 3). Business travel’s share of domestic
travel and tourism has increased for the third straight
year to reach 32.1 percent in 2005; however, business
travel’s share remains below its peak of 34.7 percent
reached in 2000 (table I and chart 7).

4. See Helen Marano, “Outlook for International Travel to the United
States” (Office of Travel and Tourism Industries, Department of Com-
merce);  <tinet.ita.doc.gov/view/f-2000-99-001/forecast/Forecast_Present
ation _notes.pdf>.

Table H. National Travel and Tourism in the United States and
Abroad in 1998-2005

SURVEY OF CURRENT BUSINESS 19

Tourism Value Added and Employment
Value added and employment are two measures that
facilitate analysis of travel and tourism by industry,
rather than commodity.

Value added. An industry’s value added measures
its contribution to gross domestic product (GDP). In
2005 (the most recent year for which data are avail-
able), tourism’s share of GDP was 2.6 percent. This
share stood at 3 percent in 1998. It has declined each
year since (table J). Tourism, however, continues to ac-
count for a larger share of GDP than several significant
industries, such as utilities, computer and electronic
products manufacturing, and motor vehicles, bodies,
and trailer parts manufacturing,.

Table |. Domestic Travel and Tourism by Type of Visitor in 1998-2005

I

Billions of dollars Percent
l B
Year Resident Resident

households Business |Government; Total households Business | Government
245,777 | 130,165 19,483 | 395,425 62.2 32.9 49
257,271 | 140,488 19,866 | 417,625 61.6 33.6 4.8
274,177 | 156,956 20,565 | 451,699 60.7 347 4.6
278,072 139,331 24,281 441,683 63.0 315 5.5
283,455 138,679 25715, 448,849 63.2 31.1 5.7
307,202 | 151,296 25,291 | 483,790 63.5 313 5.2
328,577 | 166,142 27,494 | 522,213 62.9 31.8 5.3
347,689 | 179,385 30,921 | 557,995 62.3 321 5.5

Table J. Travel and Tourism as a Share of Gross Domestic Product in

A 19982005
Billions of dollars Percent - S—
Billions of dollars Percent
Year In the In the
) Abroad h Abroad Year " .
United Total United Gross domestic N Tourism value added
States {outbound) States {outbound) product Tourism value added as share of GDP
391,563 83912 475474 824 17.6 8,747.0 261.9 2.99
413,260 88,910 502,170 82.3 17.7 9,268.4 276.3 2.98
446,578 99,508 546,087 81.8 18.2 9,817.0 289.5 2.95
436,526 93911, 530,437 82.3 17.7 10,128.0 283.4 2.80
443,862 90,224| 534,085 83.1 16.9 10,469.6 285.2 272
478,332 91,872| 570,204 83.9 16.1 10,960.8 297.9 2.72
516,214 104762 620,976 83.1 16.9 11,7125 312.5 267
550,573 114930| 665,503 82.7 17.3 12,455.8 325.9 262

Chart 6. Outbound Tourism’s Share of National
Travel and Tourism in 1999-2005

Chart 7. Business Travel’s Share of Domestic
Travel and Tourism in 1999-2005

Percent
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Direct employment. Direct tourism employment
includes jobs that involve producing both goods and
services that are directly sold to visitors. Airline pilots,
hotel clerks, and travel agents are examples of such em-
ployees. Overall, direct employment increased 1.2 per-
cent in 2006. Growth in employment at food services
and drinking places accounted for 71 percent of the to-
tal growth in direct employment (table K). Traveler ac-
commodations contributed 21 percent to the overall
growth of employment. Air transportation continued
a downtrend that began in 2001 (table L).

Total employment. Total tourism-related employ-
ment (the sum of direct and indirect jobs) grew to 8.5
million jobs in 2006, the third consecutive year of
growth and above the previous peak of 8.4 million in
2000. The 8.5 million jobs consisted of 5.8 million di-
rect jobs and 2.7 indirect jobs (charts 8 and 9). Direct
tourism employment comprises jobs involved in pro-
ducing direct tourism output, such as airline pilots,
and indirect tourism employment comprises jobs in-
volved in producing indirect tourism output, such as
jet fuel refinery workers. The most recent data indicate
that every direct tourism job generates an additional
46 percent of a job of indirect tourism employment
(table 7).

Table K. Contributions to Growth in Employment by
Tourism in 2000-2006

[Percentage Points]

Industry 2000 | 2001 | 2002 | 2003 2ooﬂ 2005 . 2006
|
All tourism industries 1.37(~1.32|-3.01 | ~0.07 | 1.80 1.62I 1.22
Traveler accommodations 0.87{-065|-0.84| 000, 020| 0.34! 0.25
Nonfarm residential tenant occupie
permanent site 0.01( 0.00;-0.01} 0.00| 0.001 0.00: 0.00

Food services and drinking place .| 0.15]|-0.22| 049 1.08| 1.35' 1.06| 0.86
Transportation ... R -0.12|-2.07(-1.33|-0.33| 0.07-0.14
Alrtransportatlon services . -0.07{-1.36(-0.74[-0.15 |-0.07 0.20
All other transportation-related industries -0.041-0.721-0.59|-0.18| 0.14' 0.06
Rail transportation services ..... . . . 0.04; 0.00| 0.01
Water transportation services .. 0.05] 0.02(-0.01| 0.01 0.01\ 0.08| 0.03

Interurban bus transportation... .|-0.011 0.02| 0.00(-0.02|-0.03|-0.01" 0.00
Interurban charter bus transportation ....... 0.02| 0.01,-0.03/-0.02| 0.00/-0.01 ~0.01
Urban transit systems and other :

transportation .. 0.01(-0.04| 0.02| 0.03] 009’ 0.03
Taxi service ... -0.05| 003" 0.02
Scenic and sightseeing transportation

Services... 0.021-0.01(-0.03{-0.01| 0.00' 0.01| 0.00
Automotive equnpmem ental and | Ieasmg 011 0.00|-0.10|-0.07| 0.01; 0.02|-0.01
Automotive repair services.. 0.06} 0.07|-0.15/-0.07|-0.04!-0.01
Parking lots and garages 0.02{ 0.01| 0.03| 0.01| 002 0.01
Toll highways .... 0.00| 0.00f 0.01| 0.00' 0.01| 0.00
Travel arrangement and reservation

services... -0.101-0.05" 0.00
Petroleum refineries -0.01| 000, 0.00

Gasoline service stations
Recreation, entertainment, and shopping

-|~0.08]-0.03|-008 |-0.04 |-0.02 1 ~0.01 |~0.01

0.70{-0.28 (-0.48| 0.20| 0.54| 0.02| 0.14

Recreation and entertainment. 0.77{ 0.18]-0.04| 0.18| 0.38) 022} 0.16
Motion pictures and performi 0.03|-0.01 0.01
Spectator sports.. 007’ 004 0.05
Participant sports 014 006 0.08

Gambling . ) . 01} 016} 0.6} 0.01
All other recreation and entertainment...... -0.114 0.00} 0.00( 0.03|-0.01/-0.03. 0.01

Shopping..... -0.07|-0.46{-0.44| 0.02 0.16\—0.20‘—0.02
Industries producing nondurable PCE ;
commodities, excluding petroleum
FfiNENIES .ovoee vt -0.01|-0.31(-0.20{-0.08| 0.01 ‘—0.11 -0.04
Retaif trade services, excluding gasoline | '
Service Stations ... ccovcemeerseni s -0.06|-0.16/-0.24| 0.111 015, -0.09| 0.02
All other industries 0.011-0.05{-0.10|-0.02, 005} 0.12} 010
All other industries, excluding Wholesale
trade and transportation services.............. 0.01|-0.03; 0.08(-0.02| 0.03| 0.09' 0.04

0.03- 0.06

Wholesale trade and transportation services |-0.01|-0.02]-0.18| 0.00| 0.01!
I
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Methodological and Presentational
Improvements

Several improvements have been introduced in the
travel and tourism accounts. These improvements
were incorporated for all years. Combined, these im-
provements resulted in an upward revision of $50.3

billion to total tourism demand in 2005 (table M).
Vacation home rentals. The coverage of traveler ac-
commodations has been broadened to include the
value of vacation home rentals as travel and tourism
accommodations. In the past, traveler accommoda-

Table L. Direct Employment by Tourism Industry in 1999-2006

{Thousands of employees]
Industry 1999 “ 2000 ‘ 2001 2002 i 2003 ‘ 2004 | 2005 | 2006
| |

All tourism industries 5,754 5,832’ 5,756 | 5,583 | 5,579 | 5,679 5,771 | 5,841
Traveler accommodations .. 1,355 1,405 1,367 | 1,319 1,3191 1,330 1,349 1,364

Nonfarm residential tenant |
occupied permanent site . 9: 100 10! 9 9‘ 9 9 9
Food services and drinking places 1,612 1,621| 1,608| 1,636 1,697 | 1,772| 1,832 1,882
Transportation . 1355 1,334 1327 1208\ 1,134 11151 1,119 1,111
Airtransportation services........ | 563| 5971 592| 515- 473| 465, 461| 449

Al other transportation- -related

industries ........covniiniecenes 792
1

737, 735| 693 i 660 650| 658| 662
Rail transportation services ... 1 l 1 \ 20 12 15 15 16
Water transportation services 24\ 271 28¢ 270 28° 297 33| 3
Interurban bus transportation 24 24

25 25 24, 2 22 2
Interurban charter bus ‘

20 ‘ 20 20 19

transportation.... JRo 21 22 23 \ 21!
Urban transit sysiems and | ! '
other transportation 51 48, 49° 47, 48, 49 54 56
Taxi service... 62! 57 55 49 44 41 43 44
Scenic and sig l
transportation services....... 19 20 20 18 18, 18 18 18
Automotive equipment rental ,
and 1easing .......cocuvvvrvvean 1031 109| 109| 104| 100! 100| 101 109
Automotive repair services ... 63; 53 57 61 53 49 46 46
Parking lots and garages....... 10 10 1 12 13 14 15 15
Toll highWays. ..........oocec. 5 4 41 47 5 5| 5 6
Travel arrangement and !
reservation services... 301, 257 250 \ 226| 210 205| 202| 202
Petroleum refineries... 9 8 8 8 8 \ 7 \ 77
Gasoline service stations....... 89| 87 85' 81 8 77, T 16
Recreation, entertainment, and
ShOPPING ... vvveeevceereescstrsveseen 1 1,166| 1,206 l 1,190 | 1,162 | 1,173] 1,204 1,205 1,213
Recreation and entertainment... | 541 585) 596 594 603| 625| 637| 646
Motion pictures and
performing arts .. 337 34 } 32 33 33 35 34 34
Spectator sports 521 55 53° 57 58 62 65 68
218 208) 214, 210 216 223 227| 232
106‘ 1631 172| 169 170, 179 188 189
Ali other recreation and : i
entertainment 131 125| 125, 125| 126 l 126 124, 124
Shopping 625, 621 \ 594 \ 569\ 570| 579! 568 567
Industries producing ‘ : :
nondurable PCE | .
commodities, excluding [ ‘ l
petroleum refineries............ | 204 \ 2031 1850 174! 169 170{ 163| 161
Retail trade services, '
excluding gasoline service
stations .. . 422| 418| 409| 395, 401| 409 404| 406
Alt other mdustrles .| 256| 257! 2541 248| 247| 250| 257 283
All other industries, excludlng \ i
Wholesale trade and !
transportation services .. b7 77 75 80 79 80 86 88
Wholesale trade and ;
transportation services .......... ‘ 180| 180! 179 169, 169| 170| 171| 175
" 1

PCE Personat consumption expenditures

Table M. Effect of TTSA Enhancements on the Value of Total Tourism

Demand
[Billions of dollars]
2003 2004 2005
Incfude vacaﬁon home rentals +137.5 +13.9 7 +14.5
Include improved gasoline estimates... +26.6 +32.2 +39.9
Include inbound tourism commissions offset -32 -3.8 -4.1
Total effect......coovveiiivviriecver i +42.3 +50.3

PCE Persanal consumption expenditures

- -
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tions were narrowly defined as commercial multiunit
establishments (hotels, motels, campgrounds, and bed
and breakfasts). This change improves accommoda-
tions coverage and moves the travel and tourism ac-
counts toward broader consistency with the United
Nations World Tourism Organization (UNWTO) rec-
ommendations.5

5. Similar in mission to the System of National Accounts, the United
Nations World Tourism Organization, in coordination with the United
Nations Statistical Division, produces recommendations on tourism
statistics. For more information, see <www.world-tourism.org/statistics/
forum/files/recommendationsSTSvI ,pdf>.

Chart 8. Contributions to Annual Growth in Direct
Tourism Employment in 2003-2006
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Chart 9. Total Tourism-Related Employment
in 2003-2006
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The estimates of vacation home rentals are based on
the NIPAs. The housing services component of GDP
includes vacant reserves of tenant-occupied nonfarm
permanent site dwellings, that is, services from vaca-
tion home rentals.6 This value excludes the utilities re-
quired to run these homes. Using additional data from
the NIPAs estimates of utilities are added. This combi-
nation of vacation home rentals plus the required utili-
ties added $14.5 billion to the value of total tourism
output in 2005.7

Gas ratio. The methodology used to estimate the
consumption of gasoline by travel and tourism activity
has been improved. The Bureau of Labor Statistics
Consumer Expenditure Survey (CEX) provides infor-
mation to identify the shares of consumer expendi-
tures that are travel and tourism related. For example,
CEX is used to determine the percentage of the total
value of restaurant meals that are consumed by travel-
ers. This unique BLS survey makes commodity splits
possible by providing information for expenditures by
type while traveling. The CEX provides tourism gaso-
line ratios (tourism-related gasoline expenditures to
total gasoline expenditures). These ratios range from
10 percent to 7 percent, which is well below ratios from
other travel surveys. Therefore, beginning with this re-
lease, tourism-related gasoline consumption is esti-
mated by an improved ratio. This new ratio is
estimated using data from the U.S. Department of
Transportation and a private vendor of travel surveys.

6. For more infromation,
NIPA/Methpap/meth pap6.pdf>.

7. The addition of vacation home rentals to the travel and tourism
accounts leads to the question of adding second homes (homes that are not
rented to others but are used exclusively by the owner for vacations) to the
accounts. While the UNWTO recommends the inclusion of second homes,
BEA is not making this addition with this release because inclusion of sec-
ond homes in the travel and tourism accounts merits further analysis.

see <www.bea.gov/scb/pdf/NATIONAL/
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This improvement increased the value of travel and
tourism expenditures by $39.9 billion in 2005.

Travel commissions. The treatment of commis-
sions on foreign (inbound) travel and tourism has
been made consistent with the treatment of commis-
sions on outbound travel and tourism. In the travel
and tourism accounts, the value of U.S. travel agency
commissions are removed from the commodities on
which they are earned and placed in a separate cate-
gory, travel arrangement and reservation services. This
separation allows for analysis of the travel arrangement
and reservation services industry, as is suggested by the
UNWTO. However, in the past, estimates of foreign
travel agency commissions were not removed from in-
bound tourism. This unequal treatment added a bias

June 2007

was not. Recent research has shown that the commis-
sion structure for much of this activity has converged,
as many providers have operations worldwide and
show consistent margin structure regardless of loca-
tion. This consistency allows commissions to be re-
moved from inbound tourism in the same fashion as
outbound tourism. This adjustment reduced total
tourism demand $4.1 billion. The value of these com-
missions now resides in the country of origin and in
that Nation’s travel accounts.

New core table. “Table 3a. Demand for Commodi-
ties by Type of Visitor (Unadjusted for Travel Arrange-
ment Commissions)” has been added to the travel and
tourism accounts. This table presents the same data as
“Table 3. Demand for Commodities by Type of Visi-

to the calculation of net exports, as one side of the tor,” but travel agency commissions have not been
equation was adjusted for commissions and the other moved.
Key Terms

The following key terms are used to describe the
travel and tourism satellite accounts.

Domestic tourism. Travel-related expenditures
by U.S. residents traveling within the United States.
It comprises travel by resident households, business
travel, and travel by government employees.

Inbound tourism. Travel-related expenditures
by nonresidents traveling within the United States
and expenditures by nonresidents on interna-
tional transportation purchased from U.S. provid-
ers. These expenditures exclude expenditures for
travel to study in the United States and for medical
reasons.1

Internal tourism. The sum of domestic tourism
expenditures and inbound tourism expenditures
(net of all international transportation expendi-
tures).

National tourism. The sum of domestic tourism
demand and outbound tourism demand (including
all international transportation expenditures).

Outbound tourism. Travel-related expenditures
by U.S. residents traveling abroad and expenditures
by U.S. residents on international transportation
purchased from foreign providers.2

Tourism commodities. Goods and services that
are typically purchased by visitors, such as airline
passenger transportation, hotel accommodations,
and meals.3

1. In the travel and tourism accounts, inbound and outbound visitors
are not differentiated by type of visitor because the data to prepare these
estimates are not available.

2. See footnote 4 above.

3. The classification of tourism commodities in the travel and tourism
satellite accounts is based on a list of primary activities of visitors that
was developed from recommendations by the World Trade Organiza-
tion, the Organisation for Economic Co-operation and Development,
and from various surveys of U.S. visitors.

Tourism employment. Total tourism-related
employment consists of direct tourism employment
plus indirect tourism employment. Direct tourism
employment comprises all jobs where the workers
are engaged in the production of direct tourism out-
put (for example, hotel staff and airline pilots), and
indirect tourism employment comprises all jobs
where the workers are engaged in the production of
indirect tourism output (for example, workers pro-
ducing hotel toiletries and delivering fuel to air-
lines).

Tourism output. Total tourism-related output
consists of direct tourism output and indirect tour-
ism output. Direct tourism output comprises all do-
mestically produced goods and services purchased
by travelers (for example, traveler accommodations
and passenger air transportation), and indirect
tourism output comprises all output required to
support the production of direct tourism output
(for example, toiletries for hotel guests and fuel for
airplanes).

Usual environment. The area of normal, every-
day activities, within 50 to 100 miles of home.4

Visitor. A person who travels outside of his or
her usual environment for less than a year or who
stays overnight in a hotel or motel. The visitor may
travel for pleasure or business (private sector or
government). Visitors exclude travelers who expect
to be compensated at the location of their visit (such
as migrant workers, persons traveling to new assign-
ments, and diplomatic and military personnel trav-
eling to and from their duty stations and their home
countries).

4. The usual environment depends on the availability of source data.

Tables 1 through 8follow.
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Table 1. Production of Commodities by Industry, 2005—Continues

[Millions of dollars]

Industry

T
Nonfarm Food | Urban

identi Interurban ¢ } .
; residential . . | Interurban transit Scenic and | Automotive
Commodity Traveler services |  Air Rail Water charter systems | Taxi |sightseeing| equipment

tenant bus
accomm- . and trans- | trans- trans- bus :
; occupied | o : ; ; trans- _ |andother| service | trans- | rental and
odations drinking | portation | portation | portation trans trans- portation leasing

permanent portation :
site places portation portation

Automotive | Parking Toll
highways

repair | lots and
services | garages

Traveler accommodations .| 100,672 11,315 495,
Food services and drinking places 30,244 457,547 |.
Domestic passenger air transportation services
International passenger air transportation services
Passenger rail transportation services
Passenger water transportation services
Interurban bus transportation
Interurban charter bus transportation
Urban transit systems and other transportation services ..
Taxi service :
Scenic and sightseeing transportation SEIVICES ... | § s
Automotive rental
Other vehicle rental
Automotive repair services ........
Parking lots and garages.....
Highway tolls
Travel amangement and reservation services
Motion pictures and performing arts
Spectator sports ..
Participant sports
Gambling
All other recreation and entertainment
Gasoline
Wholesale trade and transportation margins on gasoling ....................
Retail trade margins on gasoline............
Nondurable PCE commodities other than gasoline................ccccccecvviens |
Wholesale trade and transportation margins on nondurable PCE
commodities other than gasoline . 24,296
Retail trade margins on nondurable PCE commodities other than .
gasoline 1,929 . 2,071 i [ESTSUTSIOR (USRI BRI PO 5 L [OOSR FOUISUOUIOO FSROOOOTON OSSR O
All other commodities, except all other trade and transportation
margin: 2,840| 241636 1,021 27,292 12390
All other wholesale trade and transportation margins e | 34711 20,855
All other retail trade margin o] I— 94
Travel by U.S. residents abroad....... . [ [ .
Industry output 163,842 252,950 | 461,838 | 134,737 | 60488 41,718 1,812 915] 22,800| 11,526 2,480 43,420
Intermediate inputs 60,000 62,394 235941| 84909| 25886 26,846 708 177| 17452 3,615 683 30,870
Value added 103,842 | 190,557 | 225,897 | 49,828 34,602 14,873 1,104 738| 5348| 7910 1,797 12,550
Compensation of employees .1 55,379 8,964 | 153,401 41,106| 19,001 8,897 791 578| 18937| 5413 777 7,731
Taxes on production and imports, less subsidies ... .| 15266| 28060 24330| 7,139 352 1,643 15 16 -79 462 250 3,755
Gross operating surplus ........ 33,197| 153532| 48,166 1,584| 15,249 4,333 297 144| -13,510| 2,036 770 1,064

103300 ...
-1 1i86

28,140 ...

32 16,829

PCE Personal consumption expenditures
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24 U.S. Travel and Tourism Satellite Accounts June 2007
Table 1. Production of Commodities by Industry, 2005-Table Ends
[Millions of dolfars]
Industry
T )
Industries p
! : Retail
Travel Motion producing Wholesale trade -
" : | All other nondurable i : ) Domestic
Commodity arrar;%%ment p'%trl:ées Spectator| Participant| ... | recreation [Petroleum|  PCE lre:;j:ng?d ngfei'éle ::m‘é?rf Allother |production at
" ; sports | sports 9 and refineries | commodities, " : NG | industries producers’
reservation | performing h entertainment excludin portation | stations | gasoline rices
services ars ’ petroleur% services service P
; refineries stations

Traveler aCCOMMOTAONS ... ...uv.ucreeeesveivceacnimmseceens irmsssssssaaninns | covivesmmmensiiens . 363 } 1,207 114,052
Food services and drinking places 4 5 5,920 | 7,152 i 11,914 31,062 550,566
Domestic passenger air rANSPOrtAtion SBIVICES .........cc.cvvvvmmmeerece | corvermmveeureirins | vrmvvmmminesens | reveesnnssnnse Lovvmmmmmminnics sveversseeeies | seemeensessssssessns [armsssessssnses |anssessesscesssssnnins . 64,209
International passenger air transportation services ....... 33,723
Passenger rail transportation services 1,279
Passenger water transportation services 8,577
Interurban bus transportation 1,715
Interurban charter bus transportation 863
Urban transit systems and other transportation services 19,573
Taxi service 11,437
Scenic and sightseeing transportation SETVices ..............cooevvuvmeeice [ e .. 2,445
AULOMOIVE TONMAL.........ccoreeeiesecviiiiesncccccnmcrrsnsnnnsseccsies |eveniiimmessiices Liiiiniresniciee [ommmssnnins [iiosisvescins | evvvvccinins fevevmvmmmmmeiiissens Leesresseeennos [sonsermmessssssnneens | emmnsnssssssees e 1,079 78 26,873
Other vehicle rental . 9 L T— 692
Automotive repair services 25 7500 5726 71452 153 188,185
Parking lots and garages 5 11,562
HIGHWAY BOHS..11vvvoeveseriocrrecesnisssss s secssnes s snsssenessccsnsrssesssssssanes | svssssssssssossasens | sssssmsssssnnss | oomvvesnnss |sssssssnssess | ooreerissons | rsonsssssesseeanson 7,928
Travel arrangement and reservation Services..........cveeierrennes 37477 . . 37,477
Motion pictures and performing arts L21,2271 11,394 1. 170 33,432
Spectator sports i 13878 .. . 13,878
PartiCiPant SPOMS.........coovvomimie i vccrmrrmnmeneesse s sesesseseese s 35,505 .. P | OO IR DRI N 38,291
Gambling........ 38,236 56 66,432
All other recreation and entertainment 38| 2,530 69. 37 37,348 ... 53,275
GASONNE 1..vvvoveeeeeess e cessrsssasseersses sssssssssss s sss s ssssenns | snvios | . . 409 . 189,409
Wholesale trade and transportation margins on gasoline i . ,965 . . 90,369
Retail trade marging on gasoline ... e | v [ {1 PO SRR, reernernennee | 46,551 6,850 147 53,798
Nondurable PCE commodities other than gasoline .............cccccens | eene. 149,615 1,339,683 13,353 [cuvenennee 16,406 43,791| 1,564,164
Wholesale trade and transportation margins on nondurable PCE |

commodities other than Gasolin............cccuccrrrercrnmerienin | | onreismion Lremvinnmsnnns [eeeessmnnnes | e | 425,678 [..oorees [emreeiniins [ 458,043
Retail trade margins on nondurable PCE commodities other than

gasoline ..... 791 157 280 539 88 2,005 169 22| 24360| 589,505 18,243 639,456
All other commodities, except all other trade and transportation !

margins 21,233 8,365 636, 10,085 1,761 31,106 735,110 252,374| 3585| 26,045(15936643) 17,372,148
All other wholesale trade and transportation Marging ... [ ovvccmmmnneenes | eeeernnnnnns . i 148 24322 600,905 1............. . 31,068 682,317
All other retail trade margin: 4 15 1,773 17,705 498,669
Travel by U.S. residents abroad . ESSSSORUT PO ST TN
Industry output 42,664 36,465 ,279 2,102,017 | 1,387,797 | 89,156 | 1,199,454 |16,092,270| 22,834,843
Intermediate inputs 23,832| 10,225 X 314,831 1,204,348 | 506,756 | 16,235| 448,843| 7,063,967 | 10,379,003
Value added..........oovvvoveeeerrirermnerecnneiesnecns 18,832 26,241 21,307 28485 28492 55448 807,669! 881,040| 72,921| 750,611 | 9,028,302| 12,455,840

Compensation of employees 13,508| 15,241 14,702 17,237 14,368 9,547 383229| 474391| 29624| 438,275| 5,253,411 7,036,626

Taxes on production and imports, less Subsidies .................... 1,737 2,046 2,499 2,450 4,405 1,755 20,305| 170,797 14,145| 162,561 391,151 865,088

Gross operating surplus 3587) 8954 4,106 8,798 9719 44146 404,135| 235853 29,152| 149,776| 3,383,740| 4,554,127

PCE Personal consumption expenditures
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Table 2. Supply and Consumption of Commodities, 2005
[Millions of dollars]
Supply Consumption
Domestic Wholesale [ Intermediate
Commodity production | Change in mte;?gi?\s Retailtrade ,Total ::Jppiy Personal Gross | Government | Exports of Total
at mports | private and marai ! " consumption |private fixed final goods and !
. . . : gins |purchasers'| Private | Government ’ ¢ " : consumption
prg?ilégirs inventories transporta- prices  expenditures| expenditures expenditures | investment | expenditures | services
| tion costs
Traveler accommodations 114,052 | L | s o 114,052 35,302 8,166 70,584 114,052
Food services and drinking places 550,566 550,566 87,571 13,964 448,364 668 550,566
Domestic passenger air transportation services . 64,209 |.........co..... 64,209 28,558 5376 30,275 64,209
International passenger air transportation services 33723| 22,461 56,184 7179 1,663 29,678 .... 17,664 56,184
Passenger rail transportation services .... 1,279 i, 1,279 539 185 555 1,279
Passenger water transportation services 8,577 798! ... 9,376 9,106 9,376
Interurban bus transportation .. . 1,7151 2 1,644 1,715
Interurban charter bus transpa 863 . 863 863
Urban transit systems and other transp 19,573 14,012 19,573
Taxi service w37 | i 11,437 3,870 11,437
Scenic and sightseeing transportation services ..................... 2,445 2, 2,445
Automotive rental.... 26,873 8,469 26,873
Other vehicle rental 69; 289 692
AUtomative repair SBIVICES ..........oceeeearioemccscecmnninimnns | 188,185 i Lo L [ 188,185 142,645 188,185
Parking lots and garages.... 11,562 7,798 11,562
Highway tolis 7,928 6,008 |.. 7,928
Travel arrangement and reservation services.. 37477 37,477 22,388 1,846 37477
Motion pictures and performing arts............. 33,571 26,722 131 33,571
Spectator sports 13,894 6,174 15 13,894
Participant sports 38,291 32444 | ... 38,291
Gambling . 66,432 66,315 66,432
All other recreation and entertainment ... 3 3. frevereronsinnes 53,276 572 45,9531 ... 3 53,276
Gasoline 189,409 9,722 1,564 53,798| 341,733 7,126 274,767 | .... 904 341,733
Wholesale trade and transportation margins on gasofine ...... 90,36 remvrersesins [remmniereenmmnenns [eeens
Retail trade margins on gasoline..... 53,798 |. . . .
Nondurable PCE commoities other than gasolme 1,564,164 452,329 21 ,565 458,049 639,456 3,092,433 860,859 138,217 1,880,156 32,030 1,851 179,320| 3,092,433
Wholesale trade and transportation margins on nondurable
PCE commodities other than gasoline ... 458,049
Retail trade margins on nondurable PCE commodities other
than gasoline 639,456 |...o.ovinvrrs | s | crereiinerennns e isenee [ereenessininenns [ermmmeenmnseninee Jonerceenninnnns | sesesessrsccsiinins [ seorssicermenense | eressrmmsmmmnnnes | sresssressnnies | corensiieisriesans
All other commodities, except all other trade and
transportation margins 17,372,1481,324,113| -1,858| 682,317| 498,669 19,879,105 8,137,925 846,670 5,559,265 2,370,911 19,879,105
All other wholesale trade and transportation margins . .| 6823171 . | .
All other retail trade margins 498,669 ! .
Travel by U.S. residents abroad 68,988 68,988 AT 51,623 | cveviviirierrane | ceermernmeriinees | rnesserneeenns 68,988
Total 22,834,843 1,878,570 | 21,275 1,230,735 | 1,191,923 | 24,692,138 | 9,343,175| 1,036,658 | 8,742,349 | 2,036,154 2,372,762 1,161,040 24,692,138
PCE Personal consumption expenditures
Table 3. Demand for Commodities by Type of Visitor, 2005
[Millions of dollars]
Commodity Total consumption Resident Business ’ Government Nonresidents Total tourism | o-tourism demand Tourism
P households demand commodity ratio
Traveler accommodations 114,052 49,316 35,302 8,166 21,268 114,052 1.00
Food services and drinking places.................. 550,566 54,096 31,273 7,246 17,221 109,837 020
Domestic passenger air transportation services 64,209 24,906 28,558 5,376 5,368 64,209 | .. 1.00
Internationat passenger air transportation services 56,184 29,678 7179 1,663 17,664 56,184 .. 1.00
Passenger raif transportation services....... 1,279 456 539 185 98 . 1.00
Passenger water transportation services 9,376 8,433 . 270 0.93
Interurban bus transportation ............. 1,715 1,352 69 2 292 1.00
interurban charter bus transportation . 863 710 | 153 1.00
Urban transit systems and other transportation services 19,573 2,189 864 19 221 0.17
Taxi service 11,437 1,118 2,054 209 130 0.31
Scenic and sightseeing transportation services 2,445 1,963 57 2 423 1.00
Automotive rental 26,873 5,470 14,653 489 0.90
Other vehicle rental 692 123 402 111 092
AutomOtive rePair SEIVICES ... crvurieniisecerececerns s 188,185 6,840 2,855 1,223 0.06
Parking ots and garages 11,562 1,279 414 119 0.18
Highway tolls.... 7,928 473 121 96 0.09
Travel arrangement and reservation services. 37,477 21,523 10,882 1,846 0.96
Motion pictures and performing arts 33,57 7,501 3,600 994 0.36
Spectator sports........ 13,894 1,451 4132;. 331 043
Participant sports....... 38,291 7,474 3,102].. 558 0.29
Gambling 66,432 27,407 5,907 0.50
All other recreation and entertainment ............oo.ecocreen. 53,276 12,604 2,5521.. 1,064 0.30
Gasoline . 341,733 37,789 15,773 2,356 017
Nondurable PCE commodities other than gasoline.... 3,092,433 73,216 22,181 20,019 118 203 2,974,230 0.04
Al other commodities 19,879,405 | ....ovvcerne e 19,879,105 0.00
Total demand less travel by U.S. residents abroad 24,623,150 377,368 186,564 32,583 98,222 694,737 23928413 ...
Travel by U.S. residents abroad... 68,988 51,623 17,365 68,988 |......ccomrveinnrinninnn 1.00
Total d d 24,692,138 428,991 203,929 32,583 98,222 763,725 23,928,413 | ..o

PCE Personal consumption expenditures
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26 U.S. Travel and Tourism Satellite Accounts June 2007

Table 3a. Demand for Commodities by Type of Visitor (Unadjusted for Travel Arrangement Commissions), 2005
[Millions of dollars]

Commodity Total consumption h?ﬁ:;%i?és : Business ‘ Government Nonresidents Togﬂrtno;r::jsm Ngglr%:'r':zm c om-rlgggi?;nratj o
. , . SV S . - e 4* I I

Traveler accommodations 117,967 51,009 36,514 | 8,447 21,998 117,967 1.00
Food services and drinking places............... 550,566 54,096 31,273 7,246 17,221 109,837 0.20
Domestic passenger air transportation services 71,758 27,834 31,916 6,008 6,000 71758 .. 1.00
International passenger air transportation services .. 63,770 33, 685 | 8,148 \ 1,887 20,049 63,7701 .. 1.00
Passenger rail transportation services . 1,525 220 17 1,525 | .. 1.00
Passenger water transportation services. 10,455 9,478 304 9,782 0.94
Interurban bus transpartation.... 1,715 1,352 292 1.00
Interurban charter bus transpor 871 716 154 1.00
Urban transit systems and other transp 19,635 2,230 225 3,355 0.17
Taxi service . 11,484 1,133 132 3,559 0.31
Scenic and sightseeing transportation services................... 2,460 1,975 426 2,460 1.00
Automotive rental...... 29,611 6,089 545 26,912 0.91
Other vehicle rental ..........ccoocveiriiicnnns 692 123 1 0.92
Automotive repair services 188,185 6,840 1,223 11,113 0.06
Parking lots and garages... 11,562 1,279 119 2,025 0.18
Highway tolls ... 7,928 473 96 723 0.09
Travel arrangement and reservation services 15,299 8,770 1,846 13,922 0.91
Motion pictures and performing arts 33,601 7,520 997 12,125 0.36
Spectator sports . 13,919 1,457 332 5,939 0.43
Participant sports 38,291 7474 558 11,134 0.29
Gambling... . 67,464 28,256 .... 6,090 34,346 0.51
All other recreation and entertainment...............ccooovveeninens 53,329 12,645 1,068 16,273 0.31
Gasoline..... 341,733 37,783 2,356 56,993
Nondurable PCE commodities other than gasoline............... 3,092,433 73,216 20,019 118,203
All other commodities......... 19,879,105 | ...oovmveriinnrnneiicens {oemmriemnnneirvennnies | cerseonnnesnssvensessinesene | ceeseenns 19,879,105

Total demand less travel by U.S. residents abroad.. 24,625,357 375,985 32,583 102,276 696,945 23,928,413
Travel by U.S. residents abroad... 70,835 53,005 . 70,835 oo

Total demand 24,696,192 428,991 32,583 102,276 767,780 23,928413 | .....
PCE Personal consumption expenditures

Table 4. Output and Value Added by Industry, 2005
[Millions of dollars]
Industr Industry out ut—’ inormediate | Value added Tourism industry ratio | Tourism output | 10U"iSM intermediate Tourism
¥ Ty outp! consumption : P ‘ consumption value added
Traveler accommodation: 163,842 60,000 ‘ 103,842 0.74 120,894 | 44,272 76,621
Nonfarm residential tenant occupied permanentsite. 252,950 62,394 | 190,557 0.04 11,315, 2,791 8,524
Food services and drinking places.... 481,838 235,941 225,897 0.20 92,021 47,011 45,010
Air transportation services . 134,737 84,909 49,828 073 98,167 | 61,863 36,304
Rail transportation services 60,488 25,886 34,602 0.04 2,488 1,065 1,423
Water transportation services .. . 41,718 26,846 | 14,873 0.20 8,231 5,297 2,934
Interurban bus transportation ... 1,812 708 1,104 0.95 1,718 671 1,046
Interurban charter bus transportation H5 177 738 0.82 750 145 606
Urban transit systems and other transportation . 22,800 17,452 | 5,348 0.15 3,306 2,531 776
Taxi service 11,526 36151 7,910 0.30 3,514 1,102 2,412
Scenic and sightseeing transportation . . 2,480 683 1,797 0497 2,413 665 1,748
Automotive equipment rental and leasing . 43,420 30,870 12,550 0.55 23,695 16,847 6,849
Automotive repair services 116,604 61,256 55,348 0.05 6,105 3,207 2,898
Parking 11,187 5,833 5,354 0.18 1,960 1,022 938
Toll highways ... : 8,136 1,733 6,402 0.09 723 \ 154 569
Travel arrangement and reservation services . 37,669 17,3271 20,342 0.96 36,104 16,607 19,497
Motion pictures and performing arts. 42,664 23832 18,832 0.18 7,666 4,283 3384
Spectator sports 36,465 10,225 26,241 0.30 10,794 | 3,026 7,767
Participant sports 43,076 21,770 21,307 0.28 11,910 \ 6,019 5,881
GAMDBING c...vo v s e s 50,705 22,220 28,485 0.39 19,653 8,612 11,040
All other recreation and entertainment PR 48,837 20,346 | 28,492 0.27 13,233! 5,513 7,720
Petroleum refineries 370,279 314,831 1 55,448 0.10 37,308 31,721 5,587
Industries producing nondurable PCE commodities, \
excluding petroleum refineries ............. 2,102,017 1,294,348 807,669 0.02 51,631 | 31,792 19,838

Wholesale trade and transportation services . 1,387,797 506,756 | 881,040 0.02 31,896 11,647 20,249
Gasoline service stations .. 89,156 16,235 | 72,921 0.12 10,468 1,906 8,562
Retail trade services, excluding gasoline service stations ..... | 1,199,454 448,843 750,611 0.03 32,117 12,018 20,098
All other industries. 16,092,270 7,063,967 | 9,028,302 0.00 13,573/ 5,958 7,615

Total 22,834,843 10,379,003 12,456,840 | ....ooooooorirrciiicns 653 652 327,745 325,907

PCE Personal consumption expenditures
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June 2007 SurvEY OF CURRENT BUSINESS 27
Table 5. Output by Commodity, 2005
[Millions of dollars]
Commodity gogjfgﬂ:s’;rrosggf&%g Tourism commodity ratio |  Direct tourism output E%ﬂ?)luiwu?ﬁ)ﬁg Total tourism-related output
Traveler accommodations 114,052 1.00 114,052 154 175,725
Food services and drinking places 550,566 0.20 109,837 1.88 206,483
Domestic passenger air transportation services .. 64,209 1.00 64,209 1.70 108,913
International passenger air transportation services. 33,723 1.00 33723 1.70 57,202
Passenger rail transportation services...... 1,279 1.00 1,279, 1.62 2,076
Passenger water transportation services. 8,577 0.93 7,962 1.98 15,746
Interurban bus transportation... 1,715 1.00 1,715 1.71 2,936
Interurban charter bus transportation ............c.cce.ccvvvernine 863 1.00 863 1.71 1,478
Urban transit systems and other transportation services. 19,573 017 3,292 1.71 5,636
Taxi service . 11,437 0.31 3,511 1.7 6,011
Scenic and sightseeing transportation SeTVCes.................ccccoerecen. 2,445 1.00 2,445 1.46 3,575
Automotive rental 26,873 0.90 24,175 1.64 39,664
Other vehicle rental 692 0.92 637 1.64 1,045
Automotive repair services 188,185 0.06 11,113 1.7 18,999
Parking lots and garages ...... 11,562 0.18 2,025 171 3,462
Highway tolls 7,928 0.09 723 1.94 1,401
Travel arrangement and reservation services .. 37,477 0.96 36,101 1.62 58,479
Motion pictures and performing arts 33,432 0.36 12,045 1.77 21,305
Spectator sports........ 13,878 043 5,907 1.64 9,665
Participant sports 38,291 0.29 11,134 1.62 18,014
Gambling 66,432 0.50 33,314 1.62 53,898
All other recreation and entertainment...................ccccccmmmurinnneenn: 53,275 0.30 16,220 164 26,680
Gasaline 333,576 0.17 55,633 1.84 102,174
Nondurable PCE commodities other than gasoline .................. 2,661,670 0.04 101,738 2.08 211,153
Total 4,281,700 ....oocec e [ XL 1,151,720
PCE Personal consumption expenditures
Table 6. Employment and Compensation of Employees by Industry, 2005
‘ Total employment ; I Tourism employment Tourism Average
Industry 1 (thousands of (mﬁﬁggez?fsggﬁ:rs) n d?slinsrr‘;tio {thousands of compensation compensation
} employees) ry employees) {millions of dollars} |per tourism employee
Traveler accommodations. . [ 1,829 55,379 0.74 1,349 40,862 30,281
Nonfarm residential tenant occupied permanent site....................... | 197 8,964 0.04 ] 40 45,578
Food services and drinking places 9,194 153,401 0.20 1,832 30,565 16,685
Air transportation services 632 41,106 0.73 461 29,949 65,002
Rail transportation services 368 19,001 0.04 1§ 782 51,692
Water transportation services 167 8,897 0.20 33 1,755 63,342
Interurban bus transportation 23 791 0.95 22 750 34,453
Interurban charter bus transportation 24 578 0.82 20 474 24,272
Urban transit systems and other transportation 376 18,937 0.15 54 2,746 50,416
Taxi service 14 5413 0.30 43 1,650 38,517
Scenic and sightseeing transportation service: 19 777 0.97 18 756 41,470
Automotive equipment rental and leasing .... 186 7,731 0.55 101 4,219 41,596
Automotive repair services 884 31,453 0.05 46 1,647 35,585
Parking lots and garages 84 2,182 0.18 15 382 25,910
TOll PIGRWAYS ... enseiss s 62 2,378 0.09 5 211 38,605
Travel arrangement and reservation services .. 210 16,108 0.96 202 15,439 76,541
Motion pictures and performing arts ............ 188 13,508 0.18 34 2,427 71,955
Spectator sports............ 219 15,241 0.30 65 4511 69,685
Participant sports 820 14,702 0.28 227 4,065 17,922
Gambling 485 17,237 0.39 188 6,681 35,563
All other recreation and entertainment 458 14,368 0.27 124 3,893 31,375
Petroleum refineri 71 9,547 0.10 7 962 133,708
Industries producing nondurable PCE commodities, excluding
petroleum refineries 6,656 383,229 0.02 163 9,413 67,572
Wholesale trade and transportation service: 7452 474,391 0.02 17 10,903 63,659
Gasoline service stations.......................... 652 29,624 0.12 77 3,478 45,462
Retail trade services, excluding gasoline service stations ................ 15,093 438,275 0.03 404 11,735 29,038
All other industries 101,624 5,253,411 0.00 86 4,431 51,695
Total 148,112 7,036,626 |.........cccvcrveereriirr e 5,771 195,088 |..........cvveneerciionns

PCE Personal consumption expenditures

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



28 U.S. Travel and Tourism Satellite Accounts June 2007
Table 7. Employment by industry, 2005
[Thousands of employees}
Industry Direct tourism employment I Totat industry employment multiplier Total tourism-related employment
Traveler aCCOMMOTAtONS......c.......vcvvviverrssmnrecscecrrennecssssesssiceners e 1,349 1.23 1,661
Nonfarm residential tenant occupied permanent site.. 9 2.97 26
Food services and drinking places................. 1,832 1.34 2,450
Air transportation services ...... 481 1.77 816
Rail transportation services 15 ‘ 1.93 29
Water transportation SEIVICES ..o evvivrviime s eeevineiins 33 364 120
Interurban bus transportation.. 22, 1.44 31
Interurban charter bus transportation.......... 20 144 28
Urban transit systems and other transportation .. 54 144 79
Taxi service 43 1.44 62
Scenic and sightseeing transportation services.. 18 1.44 26
Automotive equipment rental and leasing 101 2.35 238
Automotive repair services . 46! 1.54 71
Parking lots and garages...............ccooccuceeeeeiiisiiennrccenie i 15, 2.09 31
Toll highways . 5 1.79 10
Travel arrangement and reservati 202 ’ 1.54 310
Motion pictures and performing arts 341 2.16 73
Spectator sports...... 65 1.70 110
Participant SPomts ............ecciccriinnssinnas 227 1.29 292
Gambling........... e e b s 188 1.44 271
Al other recreation and entertainment 124! 1.54 191
Petroleum refineries 71 3.31 24
Industries producing
petroleum refineries 163 2.88 47
Wholesale trade and transportation Services.........cc...cvvvvorevconenrornn 171, 1.57 270
Gasoline service stations .......... 77 1.20 92
Retail trade services, excluding gasoline service stations................. 404 1.20 485
All other industries, . . 86 1.94 167
Total 5,771 . 8,433
PCE Personal consumption expenditures
Table 8. Real Tourism Qutput, 2005
Commodity Direct output (millions of dollars) Chain-type price index Real output (millions of chained (2000) doilars)
Traveler aCCOMMOOALONS.........uueueecrrvessieessseesssricossrenssssssessessssssssesessassssens 122,590 ¢ 119.3 102,737
Food services and drinking places... 118,743 118.6 100,127
Domestic passenger air transportation services . 65,879 89.5 73,578
International passenger air transportation services 38,356 | 129.8 29,559
Passenger rail transportation services . . 1,373 106.1 1,294
Passenger water ransportation SEIVICES .............ereerrinrrrmsenneerrsiensiisns 9,010 \ 80.8 11,156
Interurban bus transportation....... 1,688 127.5 1,324
Interurban charter bus transportation.. 890! 120.9 736
Urban transit systems and other transportation services.............ccuuvver... i 3,567 1224 2914
Taxi service 3,695 129.2 2,860
Scenic and sightseeing fransportation SEIVICeS.........c.oorvvvverreeeesrinmerieons 2,543 120.9 2,104
Automotive rental 25,487 118.1! 21,575
Other vehicle rental ........... 672 \ 116.5 577
Automotive repair services 11,707 | 1217 9,618
Parking lots and garages 2,052 128.7 1,504
Highway tolls..... 730 135.3 539
Travel arrangement and reservation services.. 37,978 100.8 37,660
Motion pictures and performing arts, 12,235, 124.8 9,805
Spectator SPOMS.........veccirvrrrsssennrionns 6,313 129.6 4,873
Participant sports 11,802 113.1 10,438
Gamblin: 35,932 117.0 30,708
All other recreation and entertainment... 17,157 1189 14,431
Gasoline . 62,690 170.7 36,732
Nondurable PCE commodities other than gasoline..............cccvueerimnennee 107,132 108.3 98,908
Total.......ccooovvvveneenn. 700,221 115.7 605,165

PCE Personal consumption expenditures
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A Proposal To Include Motor Vehicle Services in the U.S.
Travel and Tourism Satellite Accounts

By Sumiye Okubo, Barbara M. Fraumeni, and Mahnaz Fahim-Nader

OTOR vehicles are widely used for travel and

tourism in the United States. By one measure,
more than 90 percent of the leisure trips made in the
United States recently involved the use of a personal
vehicle. For the Bureau of Economic Analysis’ Travel
and Tourism Satellite Accounts (TTSAs), the domi-
nant use of cars and other motor vehicles for domestic
leisure travel presents some interesting economic ac-
counting challenges.! While the current travel and
tourism accounts include the services that flow from
rented motor vehicles, they do not include important
services from leased or user-owned vehicles. As this ar-
ticle makes clear, there are sound conceptual and em-
pirical grounds for incorporating such services into the
travel and tourism accounts.

Currently, the Tourism Satellite Account: Recom-
mended Methodological Framework from the World
Tourism Organization (2001) does not include con-
sumer durable goods in the accounts. Only single-pur-
pose consumer durable goods, such as luggage and
tents that are used for tourism, are included in the ac-
counts, but multipurpose durable goods, such as mo-
tor vehicles, are not. This is consistent with the System
of National Accounts (SNA), 1993, which are widely
used guidelines for national economic accounting. The
SNA recommends that consumer durable goods pur-
chased by households for personal use be treated as fi-
nal consumption, not as investment. According to the
SNA, households are not considered producing units
and therefore services from consumer durable goods
are excluded. Largely for that reason, the current
TTSAs generally exclude key travel services from leased
or user-owned vehicles, such as depreciation and in-
surance costs.

1. This article updates a paper that the authors presented at the Tourism
Satellite Accounts Conference on May 8-10, 2001, in Vancouver, British
Columbia, Canada.

Brian K. Sliker provided conceptual support in develop-
ing depreciation patterns. Barbara M. Fraumeni was
Chief Economist at the Bureau of Economic Analysis
(BEA) from January 1999 until July 2005.

This article proposes a method to expand the TTSAs
to include a new industry, “services of purchased and
leased motor vehicles,” and demonstrates how that
would affect the 1998 TTSA estimates. It also discusses
how the inclusion of these services would affect the
amount of gross domestic product (GDP) that stems
from the travel and tourism industry. Generally, the
“expanded” TTSAs include the portion of total trans-
portation services from cars, trucks, sports utility vehi-
cles, and minivans that are owned, leased and rented
by household, businesses and government and are
used for travel and tourism. The current TTSAs ex-
clude such services from owned and leased vehicles.

Currently, BEA has no plans to alter its national in-
come and product accounts {(NIPAs) or its annual in-
dustry accounts to include an expanded treatment of
motor vehicle services, nor does it have firm plans to
incorporate such services into the TTSAs. However, as
the SNA points out, satellite accounts are good frame-
works in which new approaches and methodologies
can be worked out. BEA will continue research on this
issue.

The rest of the article is organized as follows. The
first section outlines the conceptual basis and the
methodology for estimating the value of services of
motor vehicles in the TTSAs, identifies data sources for
producing the estimates, and describes the recalcula-
tions and changes in the accounts needed to include
these services. The second section provides new TTSA
estimates that include the services of motor vehicles
and shows how they would affect the 1998 estimates.
The third section outlines future research. In addition,
a box provides an overview of key methodological is-
sues, notably the incorporation of estimates of motor
vehicle capital services flows into the TTSAs.

Why Include Motor Vehicle Services?

There are sound reasons to expand the TTSAs to in-
clude more motor vehicle services: The importance of
motor vehicles as a travel and tourism mode of trans-
portation in the United States; conceptual consistency
in accounting for motor vehicle services; and the ac-
counting benefits of a consistent treatment of leased
and owned vehicles.
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Motor vehicle dominance. Because motor vehicles
are such an important mode of transportation for
travel and tourism activities in the United States, ex-
tending the TTSAs to include these services would pro-
vide a more comprehensive and more consistent
measure of travel and tourism. According to the High-
lights of the 2001 National Household Travel Survey,
90.4 percent of leisure trips made in the United States
in 2001 used personal vehicles (U.S. Department of
Transportation 2001). 2 Ignoring these services under-
states travel and tourism activities in the United States
thus makes it more difficult to compare the relative
importance of various modes of transportation and
other tourism industries within the United States.

Conceptual consistency. The World Tourism Orga-
nization’s Tourism Satellite Account recommends in-
cluding gasoline, parking fees, tolls, and other expenses
related to the use of motor vehicles (WTO 2001; see
also OECD 2000). This treatment appears inconsistent
with the guidelines to exclude motor vehicle services in
the TTSAs. In general, the TTSAs currently include a
wide array of travel services generated from rented
motor vehicles and air, rail, and water travel. Including
the travel services of leased and user-owned motor ve-
hicles would logically follow.

In addition, including motor vehicle services would
entail a more consistent approach to purchases of mo-
tor vehicles by various sectors. Currently, motor vehi-
cle purchases by households are accounted for as
consumption. Treating household purchases as invest-
ment—as purchases by businesses and government are
treated—would be a logical approach. Households re-
spond to many of the same kind of motivations—such
as interest rates, tax rules, and expected rates of re-
turn—as businesses and governments when buying a
motor vehicle. As a durable good, motor vehicles are
large, lumpy capital goods that provide a stream of ser-
vices to their owners for more than a year.

Leased versus owned. In the early 1990s, leasing be-
gan to become a common way that motor vehicles
were “owned” in the United States, peaking in 1998
when market-based leasing accounted for 32 percent of
new-vehicle sales.’> The TTSAs treat leased vehicles dif-
ferently from purchased vehicles, even though the use
of, and service flows from, leased and purchased motor
vehicles are probably close to identical. By treating
owned motor vehicles and leased motor vehicles the
same, the expanded TTSAs better reflect changes in

2. In the TTSAs, leisure trips include long distance trips (50 miles or more
from home, one way) for relaxation, sightseeing, outdoor recreation, enter-
tainment, and shopping. Tourism is defined as visitors traveling outside
their “usual environment” or between 50 to 100 miles from home.

3. Since 1998, the share has fluctuated downward; in 2006, it stabilized at
around 20 percent (Shebesta 2007).
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motor vehicle services in a way that does not depend
on the contractual or financial arrangements for ob-
taining these services. In this regard, recognizing the
purchases of consumer durable goods, such as motor
vehicles, as investment would parallel the treatment of
owner-occupied housing. The proposed treatment
keeps GDP invariant to decisions to purchase or lease
motor vehicles as the owner-occupied housing impu-
tation keeps GDP invariant to whether homes are
rented or owned.

Estimating Motor Vehicle Services

The expanded TTSAs include the part of total trans-
portation services from motor vehicles—mainly cars,
pickup trucks, sports utility vehicles, and minivans—
that are owned, leased, and rented by households,
businesses, and government and that are used for
travel and tourism.* This is achieved by treating expen-
ditures by households for used and new motor vehicles
as investment—the same as expenditures by businesses
and government are treated—and then estimating the
resulting motor vehicle services using a capital-service-
flow method. The services of purchased motor vehicles
and leased vehicles are accounted for in the same way.

This method is similar to the rental-equivalent
method used for estimating rental values of owner-oc-
cupied housing in the national income and product
accounts (NIPAs).’ Thus, a new motor vehicle services
industry produces user-owned motor vehicle services,
leased motor vehicle services, and rental services, and
its output equals the sum of these services and related
insurance, maintenance, and repair costs.

Total motor vehicle services in the expanded TTSAs
consists of both the imputed services from motor vehi-
cles purchased and leased by households, businesses,
and government and the purchases of insurance,
maintenance, and repairs. The value included in the
TTSAs is a percentage of the total motor vehicle ser-
vices. Most of rental payments for the short-term use
of motor vehicles are assumed to be for travel and are
already included in the TTSAs. Accordingly, the ex-
panded TTSAs include not only rented motor vehicle
services but also the travel portion of the imputed ser-
vices of owned and leased vehicles and the related in-
surance, maintenance, and repair costs.

4. Rentals include recreational vehicles.

5. Capital services flows for motor vehicles consist of depreciation, a rate
of return, and for the first 3 or 4 years, a monthly acquisition fee. The out-
put of the motor vehicle services in the expanded TTSAs includes these cap-
ital services plus insurance, maintenance, and repair costs. It is the sum of
the capital services and these costs, not just the capital services, that is simi-
lar to owner-equivalent rent.
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Estimating methods

Services from the stock of motor vehicles in operation
are imputed using a market-based measure. This mea-
sure uses the value of motor vehicle leases as a proxy
for the market value of motor vehicle services. Four
types of “motor vehicle rental equivalents” are com-
puted— for personal cars, personal trucks, business car
fleets, and business truck fleets. The terms for business
car and truck leases are assumed to be 3 years, and for
personal car and truck leases, 4 years.6 Two methodol-
ogies were used: One for the first 3 or 4 years of opera-
tion, and another for subsequent years of operation.

6. Consumer lease terms range from 2 to 4 years. The assumed 4-year and
3-year lease terms for households and businesses, respectively, are based on
consultations with staff at Runzheimer International, a management con-
sulting firm that specializes in transportation, travel, and living costs,
including vehicle purchases and management and standard costs for busi-
ness vehicle programs.

Including Motor Vehicle Services in the TTSAs
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Methodology for the first 3 or 4 years

Applying the capital-services-flow method requires de-
termining the proportion of motor vehicles in opera-
tion that are leased or purchased and then allocating
the rental equivalent values to these motor vehicles.7
For businesses and government, calculations are made
for cars and trucks that are less than 3 years old. For
personal use, calculations are made for cars and trucks
that are less than 4 years old.

For the year of purchase or lease, it is assumed that
new personal cars and trucks are purchased in the
model year or the year after. All leased vehicles and all
new business vehicles are assumed to have been leased
or purchased in the model year.

For new motor vehicles, the motor vehicle rental
equivalents is calculated using actual “monthly lease

7. According to the R.L. Polk & Co. data, in 1997, leased cars accounted
for 40.5 percent of the new-car registrations, and leased trucks accounted
for 30.7 percent of the new-truck registrations.

Estimating Travel and Tourism Motor Vehicle Services

The current BEA travel and tourism satellite accounts
(TTSAs) are presented as a set of eight tables: (1) Produc-
tion of commodities by industry, (2) supply and con-
sumption of commodities, (3) demand for commodities
by type of visitor, (4) output and value added by indus-
try, (5) output by commodity, (6) employment and com-
pensation of employees by industry, (7) total
employment by industry, and (8) real tourism output.
The inclusion of the motor vehicle services entails adjust-
ments to tables 1-5.

The expanded TTSAs for 1998, which include motor
vehicle services, are derived from the standard TTSAs for
1998. Because the capital-services-flow estimates are
based on the data on lease payments for 1997 from the
Power Information Network, ideally, the 1997 TTSA
tables should have been used for incorporating the capi-
tal-services-flow estimates. However, when the 1997
TTSA tables were prepared, the 1997 annual input-out-
put (I-O) tables and the 1997 benchmark 1-0 tables were
not available; therefore, the 1997 TTSAs were extrapo-
lated from 1996 levels using methods similar to those
used to estimate output levels for the annual 1-0
accounts.

As a result, the 1998 TTSAs that are based on the 1998
annual 1-0 accounts were used to incorporate the capi-
tal-services-flow estimates. The 1997 capital-services-
flow estimates were extrapolated by the rate of growth in
the 1997-98 data on passenger car rentals and leasing and
truck, utility trailer, and recreational vehicle rentals and
leasing (Census Bureau 1997; Census Bureau 1998).

The 2007 annual update of the TTSA tables, which

provide a time series from 1998 to 2005, incorporate a
number of improvements, including a new “tourism-gas-
oline ratio,” or the ratio of gasoline consumed by visitors
to total gasoline consumption. The most recent TTSAs
used a tourism gasoline ratio that was derived from the
Consumer Expenditure Survey (CEX) by the Bureau of
Labor Statistics. These ratios have ranged from a high of
10 percent in 1998 to a low of 7 percent in 2004, the latest
year for which the TTSA estimates have been published.
The TTSAs have made significant use of the CEX and will
continue to do so, but there has been a concern about its
continued use for one commodity, gasoline. Over time,
the gasoline expenditures in the CEX survey have
declined. Other organizations (public and private) point
to a larger percentage of total gasoline consumption by
travel and tourism activities.1 Last year, BEA initiated
research to develop its own estimate of tourism’s share of
consumption of this commodity. As a result, a new gaso-
line ratio has been developed, which replaces the CEX-
based ratio, and is used in the standard and expanded
TTSA tables. The new gasoline ratio uses data from the
U.S. Department of Transportation and a private source
that performs surveys of travelers.2

The change in the tourism gasoline ratio affects the
computations for tables 3 and 4. The estimates for pur-
poses of this presentation use the newly improved for-
mula.

1 BLS has performed its own research on comparing the CEX to
other series, including BEA’s personal consumption expenditures data.
See Gieseman (1987) and Garner, et al. (2006)

2. D.K. Shifflet
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payments” obtained from the Power Information
Network. 8 It is assumed that no motor vehicles are re-
tired until after the first 3 or 4 years of operation. The
monthly lease payments include depreciation, lease (fi-
nance) charges, and in some cases, monthly use taxes
or monthly luxury taxes. Monthly acquisition fees,
which are one-time upfront fees, are added to the
monthly lease payments. The results are annualized.
Then, annual insurance, maintenance, and repair costs
are added to obtain the value of total motor vehicle
services.

For personal vehicles, the capital services flows for
the first 4 years are estimated using new registration
data from R.L. Polk and vehicles in operation data
from Ward’s. Ratios of the number of vehicles in oper-
ation for each model year to total vehicles for 4 model
years are calculated. These ratios are then used to dis-
tribute the new personal vehicle registrations to each
model year. These distributed registrations are multi-
plied by the motor vehicle rental equivalents, and the
results are summed over the 4 years.

The same methodology is used to develop the distri-
bution pattern for business and government vehicles
for 3 model years.

Methodology for subsequent years

After the first 3 years of operation for a business vehi-
cle and after the first 4 years of operation for a personal
vehicle, a distribution pattern for the residual value of
both business and personal cars and trucks over their
expected lives is developed for all “age vintages” in op-
eration in 1997. The maximum life of a motor vehicle
is assumed to be 16 years.” After 3 years for business
motor vehicles and after 4 years for personal motor ve-
hicles, this distribution pattern calculates the value
that remains from the residuals in each of the subse-
quent years through the 16% year; that is, the vehicle
residual value is distributed over the expected car
(truck) lives by applying the depreciation rates that in-

8. The Power Information Network (PIN) was used for actual market-
based lease-payment data, which are essential for estimating the motor
vehicle rental equivalents. The purchased database includes the following
monthly data for 157 car models and 98 truck models: Acquisition fees,
monthly lease payments, base monthly lease payments, internal rates of
return, net capitalized costs, lease money factors, residuals, security depos-
its, lease terms, transaction counts, vehicle costs, vehicle prices, and vehicle
prices less customer cash rebates. To annualize the monthly PIN data, the
PIN number of transactions—that is, the number of cars (trucks) leased in
a month—and the new car (truck) registrations data by model from R.L.
Polk & Co. are used as weights.

For information about extrapolating the 1997 PIN-based capital services
flows to estimate the 1998 capital services flows, see the box “Estimating
Travel and Tourism Motor Vehicle Services.”

9. This assumption is based on the data available on cars and trucks by
model year between the initial year of operation to the final year of opera-
tion. The source of the data is various issues of Ward’s Automotive Yearbook,
which also includes data for all motor vehicles older than 17 years and
shows the worth of such vehicles is close to zero.
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clude market-based real rates of return. The initial de-
preciation rates are computed from the Power
Information Network database. In subsequent years,
the depreciation rates are adjusted by the reduction in
initial year depreciation rates based on the pattern of
depreciation estimates by Wykoff (1970; 1989).% As a
proxy for the market-based real rates of return, the an-
nual nominal interest rate on the used-car loans
charged by auto finance companies is used (Federal
Reserve Board of Governors 2000), which is adjusted
for inflation by the rates of change in the price indexes
for motor vehicles for 1997-98 (BEA 2007).}!

The depreciation rates account for losses in value
from all age-related sources, including retirements. It is
assumed that motor vehicles are in operation for 4
years and that none are taken out of operation during
these years. The depreciation pattern used also reflects
the higher depreciation rates in the final year of a mo-
tor vehicle’s life.

The distributed residual value is multiplied by the
personal vehicles in-operation data from Ward’s and is
summed over 16 years.!? The same methodology is
used to estimate the post-lease capital services flows
for business cars (trucks) and government cars
(trucks).

Effects on the TTSAs and GDP

Changes to the TTSAs

Expanding the TTSAs to include owned motor vehicle
services would change the accounts in the following
ways:

e A new commodity, “owned motor vehicle services,”
would be created. This new commodity would be
produced by a new industry, “owned motor vehicle
services.” This is analogous to the introduction of
the new industry and commodity of “own-account

10. Motor vehicles have high initial depreciation rates; therefore, for the
subsequent years, we adjusted the PIN depreciation rates based on the
research results and analysis by Wykoff (1989, 280). Wykoff’s research
shows the first-year depreciation rates to be between 35 and 45 percent, the
second-year rates to be close to 20 percent, and the rates in subsequent
years to be between 15 and 20 percent.

11. A market-based rate of return is needed for the post-lease period, so
the PIN-based internal rates of return are not used beyond the 3-to-4-year
lease period, because according to the PIN contact person, these rates apply
to all cash flows throughout the term of lease. An internal rate of return is
defined as the rate at which the discounted future cash flows of an invest-
ment equal the initial cash outlay.

12. The personal cars (trucks) in-operation data are computed by apply-
ing the ratio of personal cars (trucks) registrations to total registrations
from R.L. Polk & Co. Polk “new” registrations data have been used because
they are available in personal, business and government categories; “used”
registrations data are not. Therefore, given that households are large net
purchasers of used motor vehicles, the estimate of the proportion of the
residual value distributed to personal motor vehicles is somewhat under-
stated.
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transportation” in the BEA’s transportation satellite
accounts (Fang, et al. 1998).

e A new set of commodities, “motor vehicle services,”
would be added to the list of tourism commodities.
“Motor vehicle services” would consist of owned
motor vehicle services, motor vehicle leasing, and
motor vehicle rental (table A).

eA new industry, “motor vehicle services,” would
consist of “owned motor vehicle services,” “long-
term auto leasing,” “auto and truck rental,” and
“other vehicle rental” (table B).

e The value added of the “owned motor vehicle ser-
vices” industry would equal the value of the

Including Motor Vehicle Services in the TTSAs
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eIn the TTSA supply and consumption table, com-

modities would include “motor vehicle services.”
User-owned motor vehicle services would be
included as household final consumption expendi-
tures for travel for households and as intermediate
consumption for business and government use of
motor vehicles for travel.

e Purchases of motor vehicles that had been included

under household final consumption expenditures
would be considered gross private fixed investment.
Government purchases of motor vehicles that had
been included under government investment would
now be considered to be gross private fixed invest-

imputed services of user-owned motor vehicles.

ment.

Table A. Classification of Commodities in the Travel and Tourism Satellite Accounts

Description of commodity

Content

Tourism commoditiés:
Hotels and 10dging PIaCeS ..o ecrese st eeesenes

Eating and drinking places ..............ccooceeniniis s s

PaSSENGET Fall........oociiceei ettt e
Passenger bus and other local transportation...............ccwcmommnicnsonenn:

TAKICADS .....oovrvisrce et i cee et s ssb s e sib e e s
Domestic passenger air fares............ ..o iirccecencmssrinmeresseressessssressmssesm s sseseeeesos

INtErNAtIONAl QIF FArES.....cccvccrv e e s s

PaSSENGRr WA ..o et st st

Motor vehicle services:
Owned motor vehicles
Auto and truck leasing
Auto and truck rental
Other vehicle rental

Operating expenses of motor vehicle services:
Gasoline and oil

Selected services

Petroleum retail Margins.........c.vweumreerineeenrreeeeseersee st et sese s ens e
Arrangement of passenger transportation...............cocconeerervceenrcinenerscrcenmeneresanne

Recreation and entertainment..........cccoo.evon s snsessess s eens

Participant sports
Movie, theater, ballet, and musical events
Sports events
Other retail MAIGINS.........ooueveeevee et iee e erisesss et s s s e areses e
Travel by U.S. reSidents abroad...........cuoveoimnnicconrsereencsesissesessseseesssesessssonns
Nontourism commodities: !

PCE nondurable COMMOGIIES ...........cc.vvermecenirmemmerinresseemmeasessesmessanens eeseinnes
Wholesale trade margins and transportation costs
All other commodities

|

includes lodging receipts from hotels, motels, guestrooms, and rooming and boarding houses
serving the general public; other receipts of hotels and motels, sporting and recreational camps,
and recreational vehicle parks and camp sites.

Excludes meals served by hotels or motels.

Includes food and beverage receipts and tips.

Excludes catering services and school lunch sales by state and local governments.
Includes receipts from rail passengers for travel and dining and tips.

Includes receipts from passengers for intercity, charter, and local bus services and subway and
limousine services.

Includes taxi fares and tips.

Includes receipts from domestic air passengers for air fares, meals and beverages, movies, and
other receipts.

Includes receipts from international air passengers.
Includes receipts from passengers for water transportation.

Includes imputed receipts of owned motor vehicles.

Includes receipts for long-term leases of automobiles and trucks.

Includes receipts for short-term rental of automobiles and trucks.

Includes receipts for short-term rental of recreational vehicles and utility trailers.

Includes sales of gasoline, diesel fuel, lubricating oils, and grease.

Includes receipts for services that may be used by tourists on, during, or after a trip, such as
maintenance, repair, car washing, parking, tolls for bridges and roads, and insurance.

Includes retail margins on petroleum sales.

Includes commissions for the arrangement of passenger transportation and net receipts for
tours.

Includes miscellaneous entertainment receipts such as amusement parks, fairs, museums,
gambling, and other recreation and amusements.

Includes participant sports such as golf and tennis.

Includes receipts for admissions to movies and theater and music programs.
Include admissions to sports events.

Includes retail margin on all other goods.

Includes travel expenditures by U.S. residents abroad.

Includes sales of all other nondurable commodities.
Includes wholesale margins and transportation costs on all goods.
Includes all other commodities not considered above.

PCE Personal consumption expenditures B )
1. Nontourism commodities are commodities not classified as tourism commodities.
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Other costs that are related to operating a motor ve-
hicle—such as gasoline and oil, tolls, and parking—for
tourism purposes are already included in the TTSAs.

Recalculating GDP

Treating motor vehicles purchased or leased by house-
holds as investment and accounting for the resulting
services would result in a change in the amount of
GDP that comes from the travel and tourism industry.

Current treatment. In the input-output accounts
and the national income and product accounts
(NIPAs), motor vehicles are either owned and operated
or leased and operated by households, businesses, and
government (chart 1).

Purchases and leases of motor vehicles by house-
holds are included in household final consumption ex-
penditures, not in investment. In contrast, motor
vehicle purchases by businesses and government are
treated as investment in the NIPAs. When a business
purchases a vehicle that is to be leased, this purchase is
treated as investment. The lease itself is a business-to-
business transaction, and the payment for the lease is

SUrVEY OF CURRENT BUSINESS
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an intermediate expense for the business (lessee) leas-
ing the vehicle. Motor vehicle leases are treated as final
consumption expenditures by government.

Thus, although owned motor vehicles and leased
motor vehicles provide fundamentally the same ser-
vices, they are treated asymmetrically in the accounts.

Recalculating the level of GDP that stems from the
travel and tourism industry would require reclassifying
some expenditures on motor vehicles, recognizing the
new commodities and industries discussed previously,
and then estimating the value added of motor vehicle
services.

Reclassification. Household purchases of motor ve-
hicles would be reclassified from household final con-
sumption expenditures to private fixed investment.
This reclassification would not change GDP. How-
ever, the newly estimated capital services flows gener-
ated by household motor vehicle investment would be
included in personal consumption expenditures (in
transportation services). In addition, the motor vehicle
lease payments by government would be removed
from final expenditures (table C); this reclassification

Table B. Travel and Tourism Satellite Accounts Industries and Commodities

Industry

Commodity

Hotels and lodging places.....
Eating and drinking places ...

Railroads and related SEIVICES. ... ens

Local and suburban transit and interurban highway passenger transportation,
EXCEPHEAXICADS ......coceceiret sttt et et et

Hotels and lodging places
Eating and drinking places

Passenger rail

Passenger bus and other local transportation

TAXICADS ..coverveiseesent ittt ees bbb b s s e et e Taxicabs

AIF rANSPOTIALION......cvveereee bbbt e s Domestic passenger air fares
International air fares

Water tranSPOItAtION.............ccecririrereerrin e e sess st et res Passenger water

Motor vehicle services: Motor vehicle services:

Owned motor vehicles
Motor vehicle leasing
MOLOr VENICIE TEMAL ....ovovevriecrecirer e ecsaresnsss e st eeses

Gasoline SErvice STALIONS .............cocurrmniinecie et ser e
Automobile parking, automotive repair shops and setvices, and toll highways.........
Arrangement of passenger transportation.............cooccrminnencreniennsesessessneens

Miscellaneous amusement and recreation services (except membership sports and
recreation clubs}; racing, including track operation; marinas; libraries, museums,

Owned motor vehicles

Long-term auto and truck leases

Short-term auto and truck rental

Short-term other vehicle rental

Petroleum retail margins

Parking, automotive repair, and highway tolls
Arrangement of passenger transportation

art galleries, and botanical and zoological gardens..
Membership sports and recreation clubs

Motion picture theaters; dance studios, schools, and halls; theatrical producers
{except motion pictures), bands, orchestras, and entertainers.............ccocccoevvvvs

Professional sports clubs and promoters ... ssisessinerens
Retail, excluding eating and drinking places and gasoline service stations....
Industries producing nondurable PCE goods

Recreation and entertainment
Participant sports (golf, tennis, etc.)

Movie, theater, ballet, and musical events
Sports events

Other retail margins

PCE nondurable commodities

AlLOHEE INAUSHTES........covvvesecon ettt sesr e sn bt e Wholesale trade margins and transportation costs
Gasoline and oil

Travel by U.S. residents abroad '
L

PCE Personal consumption expenditures

purchase commodities that are produced abroad, and the travel and tourism satellite accounts include
1, Travel by U.S. residents abroad has no industry counterpart; U.S. residents traveling abroad

only domestically produced commodities.
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would not change the level of GDP. The purchases by
businesses and government are already included as in-
vestment.

New industries and commodities. In recognizing
purchases of motor vehicles as investment, the value of
services provided by user-owned motor vehicles must
also be recognized. The imputed services of motor ve-
hicles owned by households, businesses, and govern-
ment would be included in the new industry “owned
motor vehicle services.” Conceptually, this new indus-
try buys motor vehicles, thus adding to the capital
stock. It produces the new commodity “owned motor
vehicle services” and “sells” the services to user-own-
ers. The imputed services are an estimated rental

Table C. Current Treatment and Corresponding Proposed Treatment
of Motor Vehicles in the National Income and Product Accounts

Current NIPA treatment Proposed NIPA treatment
Types of
motor vehicles Current final Investment Current final Investment
expenditures and capitalizedl expenditures and capitalized
Households
Government Motor vehicle
vernment
Owned Households ) services Governme:
Business (in PCE services) Business
Households
Households
Leased Business Government
Government
Business

NIPA National income and product accounts
PCE Personal consumption expenditures
1. Although capitalized, no services are imputed.

equivalent value of motor vehicles.

Value added. The imputed motor vehicle services
are treated in the input-output (I-O) accounts as final
consumption expenditures for households and inter-
mediate inputs for businesses and government.13 The
services of user-owned motor vehicles for businesses
are treated as intermediate inputs to industries, and
the value added for these industries is reduced by the
amount of the intermediate purchases. The reduction
in value added across these industries is then included
in the value added of the new industry “owned motor
vehicle services.”

The net effect of business motor vehicle services on
GDP is zero. The level of GDP changes by the value of
services of user-owned motor vehicles for households
and the value of services of user-owned motor vehicles
for government (minus depreciation, which was al-
ready included in the TTSAs).

Estimates of Services of Motor Vehicles
Estimates of motor vehicle services for the 1998 TTSAs
indicate the importance of these services. In the ex-
panded TTSAs, the addition of services from motor
vehicles raises tourism industries’ value added and
tourism demand. The expanded TTSAs include only

13.  The consumption of fixed capital, which is part of value added and
intermediate purchases of motor vehicle insurance, maintenance, and
repair costs by the using industries—for example, hotels and airlines—are
reallocated to the new industry. This reallocation reduces the value added
of using industries, as seen in table 1

Chart 1. Current Treatment of Motor Vehicles (MV) in Input-Output and National Income and Product

Accounts by Type of U S e r

Input-Output Accounts

National Income and Product Accounts

Personally owned

Personally eased ) Personal consumption expenditures
from business

Final use

Business owned
(includes MV-leasing businesses)

Gross private domestic invenstment

Business leased

Government owned Government investment

Intermediate use

Government leased
from business

U.S. Bureau of Economic Analysis
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the travel and tourism portion of value added for mo-
tor vehicle services.

o The inclusion of motor vehicle services adds $54.8
billion to tourism industry value added or gross
product (table D).

o The value added of the travel and tourism industries
($298.6 billion) is larger than that of the agriculture
($102.4 billion), transportation and warehousing
industries ($273.7 billion), and broadcasting and
telecommunications industries ($229.8 billion).!4

14. The value-added data for the agriculture, mining, and broadcasting
and telecommunications industries are from table 1 in Moyer, et al. (2004,
36).

Table D. Tourism Industry Value Added for Selected Industries
in the Standard and Expanded TTSAs, 1998

Tourism industry Share of tourism
value added industry value added
(Billions of dollars) (Percent)
Expanded Expanded
Standard | TTSAS. | giangarg | |TTSAS:

TTSAs | noudss | TTSAs | ACuOES
motor vehicle motor vehicle

services services
Hotels and lodging places ... | 59.0 58.9 225 197
Passenger air ..o, 46.8 464 17.9 15.5
Eating and drinking places ... 31.6 31.6 12.1 10.6
ShOPPING .vc.oceeeeeeererceienrenns 16.3 16.2 6.2 54
Motor vehicle services na. 54.8 na. 18.3
All other........cooeeerene 108.2 907 41.3 30.4
Total tourism industry 2619 298.6 100.0 100.0

TTSAs Travel and tourism satellite accounts
n.a. Not applicable
Table E. Key Indicators of Tourism Activity,
Estimates of Motor Vehicle Services for the
Standard and Expanded TTSAs, 1998
Value added |Share of GDP| Demand Sharé of GDP
(Bilions | (Billons o
i of dollars) (Percent) of dollars) (Percent)

Standard TTSAS....... 261.9 30 5074 58
Expanded TTSAs ........... 298.6 34 560.4 6.3

TTSAs Travel and tourism satellite accounts

Table F. Key Indicators of Tourism Activity for the Standard
and Expanded TTSAs, Household Tourism Demand as a
Share of Disposable Personal Income, 1998

Share of disposable
Demand personal income
(Billions of dollars) (Percent)
Standard TTSAS.........c.cccvnen. 338.5 53
Expanded TTSAs ..........c.c..... r‘ 391.4 6.1

TTSAs Travel and tourism satellite accounts
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o The addition of motor vehicle services raises tour-
ism industries’ value-added share of total GDP from
3.0 percent to 3.4 percent (table E).!* Tourism
demand’s share of GDP rises from 5.8 percent to 6.3
percent.

e Tourism demand as a share of disposable personal
income is 6.1 percent in the expanded TTSAs, com-
pared with 5.3 percent in the standard TTSAs (table
F).

o The ripple, or indirect, effects from travel and tour-
ism expenditures in the expanded TTSAs generate
approximately 79 cents of industry output for every
additional dollar of tourism spending on motor
vehicle services.

o The value-added ranking of the tourism industries
also changes (table D). Hotels and lodging places
remain the largest tourism industry in terms of
value added. Motor vehicle services is the second
largest industry, and passenger air travel drops from
second largest to third largest.

Future Research

Estimating the services of other types of capital related
to tourism would be one of the next steps in develop-
ing a complete set of TTSAs. In general, the criteria for
including other types of gross domestic investment in
tourism industries in the accounts are somewhat am-
biguous, and the link between investment in tourism
industries and tourism demand is often indirect.
Moreover, except for a few industries, the share of cap-
ital formation that can be attributed to tourism activi-
ties is likely to be relatively small.

Despite these problems, research could be under-
taken in the following areas:

eServices of other types of capital, such as services
from fixed public investment (highways, bridges,
and roads) that are used by motor vehicles.

o Other public sector capital that could be linked to
tourism demand, such as railroad capital (railway
beds and train stations), water transport capital
(ports), air transport capital (airports), and
national parks, national museums, and tourism
information bureaus.

e Health and medical tourism and the services from
tourism that is undertaken for the purpose of both
pleasure and health-related reasons.

15. The shares are derived by dividing the value added of tourism indus-
tries by the value of an expanded GDP that is higher than the standard GDP
by the value of households’ purchases of motor vehicle services. This
expanded estimate of the tourism industry is higher than that of the stan-
dard TTSAs by the amount of the value added from user-owned motor
vehicles.
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Table 1. Production of Commodities by Industry, 1998—Continues

[Millirs of collars]
Industry
Nonfarm . Services
residential  Food Interurban MEETurban tLrJz:tr]éR Sgﬁﬂ'c of AUlO -
Commodity Traveler tenant-  services Air Rail Water systems Taxi sight- purchased  motive Ny Parking Tol
accommo-  occupied and transpor-  transpor-  transpor- ' b arz/d other service se%in and  equipment ip lotsand Lo os
dations  permanent drinking tation tation tation S transpor- 4 9 leased  rental and . garages ghway
site real places tation tation tr{;mgpor- 1anspor- - o tor leasing services
ation tation :
estate vehicles1
73911 8,265 366
20,450 313,407 74
Domestic passenger air transportation services... 60,349
International passenger air transportation
23,466
929
4,568 9
1,089 22 10 17
34 1411 55 12
Urban transit systems and other transportation
37 349 15,005 % 27 21
9 10332
Scenic and sightseeing transportation services.... 3 7 53 26 2,063
Motor vehicle services:
Services of purchased and leased motor
vehiclesl 431,013
18,369
Other vehicle rental......cicicincnnicneiinens 415
8 18 3 1 82,504
8121
5810
Spectator sports
Participant sports
14,393
...... 349 el i
Wholesale trade and transportation margins on
1,207 917
9 100 2
Nondurable PCE commodities other than
1,055
Wholesale trade and transportation margins on
nondurable PCE commodities other than
3231 17481 3,503
Retail trade margins on nondurable PCE
1,266 1,528 4 3 2

All other commodities, except all other trade and
transportation Margins........cunrineneiinnns 2,614 195,643 825 13,790 10,209 20,892 45 52 3,299 34 24 12,150 8,196 152
All other wholesale trade and transportation
2,003 15215 1,845

2 70 7 m 1,327

Industry output 112,644 203,907 316,645 103988 45,114 31,733 1,204 1,895 18,427 10,409 2,161 431,013 31,126 92,048 8,124 5,962

Intermediate iNPULS ... 35,026 60,000 165,614 46,518 19,217 19,703 517 1,166 14,272 5,606 901 77,982 19,883 49,507 3,703 1,003

Value added 77,618 143,907 151,031 57,470 25,897 12,030 687 729 4,155 4,803 1,261 353,031 11,243 42,541 4,421 4,959

Compensation of employees...........ccoouervuiin 39,618 7,459 103,898 35,728 17,858 7,009 584 581 14,093 3571 693 0 5992 21,817 1,648 1,744
Taxes on production and imports, less

subsidies 10,778 21,048 17,049 4,829 565 2,138 2 -33 -201 248 184 14,661 2,478 5,897 602 0

Gross operating surplus. ... 27,222 115,400 30,084 16,913 7,473 2,884 101 181 -9,738 984 383 338,370 2,774 14,828 2,171 3,216

See the footnotes at the end of the table.
Note. The shaded areas reflect the use of expanded TTSA data.
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Commodity

Traveler acCOMMOMALiONS.........ccucvvvverviviiinssiiiis

Domestic passenger air transportation services...
International passenger air transportation

Passenger water transportation services

Interurban bus transportation.........

Interurban charter bus transportation.

Urban transit systems and other transportation
services

Scenic and sightseeing transportation services....
Motor vehicle services:

Services of purchased and leased motor
vehiclesl

Parking lots and garages..
Highway tolls
Travel arrangement and reservation services........

Participant sport
Gambling
All other recreation and entertainment..................
Gasoline
Wholesale trade and transportation margins on

gasoline

Nondurable PCE commodities other than

Wholesale trade and transportation margins on
nondurable PCE commodities other than

Retail trade margins on nondurable PCE
commodities other than gasoline..........cceceu
All other commodities, except all other trade and
transportation margins... R
All other wholesale trade and transportatlon

Travel by U.S. residents abroad.........ccoccervvvininns

Industry output

Intermediate inputs.

Value added
Compensation of employees........cc.oovuwerernens

Taxes on production and imports, less
subsidies

Gross operating surplus......n

PCE Personal consumption expenditures

Travel
arrange-
ment and

reservation
services

27,376

54

48

27,478
13,821

13,657
11,089
583

1,985

Including Motor Vehicle Services in the TTSAs

Table 1. Production of Commodities by Industry, 1998— Table Ends

Motion
pictures
and
performing
arts

15,443

28

141

17,999

33,619
20,035

13,584
9,439
1,235
2,910

Spectator
sports

4

7.004
8,500

1,879

176
5,701

23,274
7,524

15,749
9,629
1,137

4,983

Participant
sports

311
4,810

25,239
49

421

464

34

31,329
14,855

16,474
11,580
1,691
3,204

[Millions of dollars]

All other

recreation
Gambling and
entertain-
ment

960 3,430
36 122
2,359
19.523 54
16 28,296
57
39 1,277
4,413 1,440
183
24,987 37,217
9,604 15,893
15,383 21,323
7,670 10,544
1,435 3,053
6,279 7,727

1. The 1998 capital-services-flow measure, which includes leased, purchased, and post-lease services of cars and trucks.
Note. The shaded areas reflect the use of expanded TTSA data.
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Industry
Industries
producing
nondurable
Petroleum PCE
refineries  commodities,
excluding
petroleum
refineries
22
990
57,116
63,914
44,327 1,147,090
146
13,468 631,826
75 21,388
1,125
114,986 1,802,587
91,207 1,150,789
23,779 651,799
7,016 328,551
1,253 18,768
15,510 304,480

Wholesale
trade

and

transpor-
tation
services

5,054

9,863

287,814
15
206,436

424,465

997,561
364,371

633,190
355,354
129,305

148,530

Gasoline
service
stations

3,604

5
2,885

26,824

14,052
1,890

1,032

50,291
11,997

38,294
16,640
7,733

13,920

June 2007
Retail trade
services, Al Domestic
excluding other production at
gasoline - : producers’
service industries prices
stations
788 83,640
8,431 21,140 376,313
60,349
23,466
929
4,577
2 1,140
47 1,559
245 15,719
1 10,343
6 2,158
431,013
844 58 19,271
48 468
56,535 107 147,138
277 8,398
5,810
27,376
412 23,016
8,500
35 27,633
33,970
413 6,219 38,243
57,116
66,037
928 110 28,049
10,929 34,034 1,247,298
312,028
390,106 11,529 420,759
25,537 10,818,834 11,995,981
28,784 493,865
330,313 12,152 346,428
824,082 10,934,779 16,318,590
267,092 4,788,100 7,275,905
556,991 6,146,679 9,042,684
325,662 3,668,479 5,023,946
115,948 247,181 609,568
115,381 2,231,018 3,409,171
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Table 2. Supply and Consumption of Commaodities, 1998
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[Millions of dollars)
Supply Consumption
_ Domestic _ Wr}?;seale el suont Intermediate
Commodity production Change in mergins Retail a pply Personal Gross  Government Exports of Total
at Imports  private trade ) . consumption private fixed final goods and :
. and . purchasers’  Private  Government h : . : consumption
roducers’ inventories margins . ; : expenditures investment expenditures  services
prod transporta- g prices  expenditures expenditures P Pe
prices tion costs
Traveler accommodations, 83,640 83,640 26,181 5,552 51,906 83,640
Food services and drinking places............... 376,313 376,313 59,656 8,830 307,424 403 376,313
Domestic passenger air transportation services. 60,349 60,349 28,425 3,431 28,494 60,349
International passenger air transportation service: 23,466 17,713 41,179 4,951 622 18,569 7,037 41,179
Passenger rail transportation services.. 929 929 406 111 412 929
Passenger water transportation service 4,577 335 4,912 4,590 322 4,912
Interurban bus transportation 1,140 1,140 79 71 990 1,140
Interurban charter bus transportation. 1,559 1,559 1,559 1,559
Urban transit systems and other transportation services..... 15,719 15,719 4,141 108 11,470 15,719
Taxi service 10,343 10,343 6,226 617 3,500 10,343
Scenic and sightseeing transportation Services.............. 2,158 2,158 32 2 2,124 2,158
Motor vehicle services:
Services of purchased and leased motor vehicles1... 431,013 431,013 195,909 7,000 228,105 431,013
Automotive rental and leasing . 19,271 19,271 10,996 1,918 6,358 19,271
Other vehicle rental and 1€asing...........cccccceunrrerrvcvvvvicrnrnns 468 468 280 187 468
Automotive repair services 147,138 147,138 38,324 3,137 105,668 147,138
Parking lots and garage: 8,398 8,398 1,435 1,058 5,905 8,398
Highway tolls 5,810 5,810 1,118 297 4,395 5,810
Travel arrangement and reservation services 27,376 27,376 8,833 1,115 16,391 1,037 27,376
Motion pictures and performing arts 23,016 23,197 4,066 18 19,034 79 23,197
Spectator sport: 8,500 8,521 4,633 10 3,869 9 8,521
Participant sports 27,633 27,633 3,900 61 23,673 27,633
Gambling 33,970 33,970 45 33,925 33,970
All other recreation and entertainment.............ccooevvvvnecriinnee 38,243 4 38,246 2,996 1,317 33,931 2 38,246
Gasoline 57,116 2,475 66,037 28,049 153,071 28,952 5,193 117,858 1,068 153,071
Wholesale trade and transportation margins on gasoline 66,037
Retail trade margins on gasoline.... 28,049
Nondurable PCE commodities olherlhan gasolme 1,247,298 246,397 18,742 312,028 420,759 2,207,740 669,740 80,734 1,306,757 18,079 1,739 130,693 2,207,740
Wholesale trade and transportation margins on nondurable
PCE commodities other than gasoline 312,028
Retail trade margins on nondurable PCE commodities other
than gasoline 420,759
All other commodities, except all other trade and
transportation margin 11,995,981 720,529 64,780 493,865 346,428 13,492,023 5,617,990 477,150 3,495,693 1,652,895 1,516,587 731,708 13,492,023
All other wholesale trade and transportation margins 493,865
All other retail trade margins... 346,428
Travel by US residents abroad. 55,907 55,907 13,706 42,201 55,907
Total 16,318,590 1,043,562 84,129 871930 795237 17,278,022 6,733,019 598352 5874986 1670974 1518325 882,366 17,278,022
PCE Personal consumption expenditures
1 The 1998 hﬁéa] -services-flow measure, which mdudas leased, purchased, and post-lease services of cars and trucks.
Note. The § areas reflect the use of SA data.
Table 3. Demand for Commodities by Type of Visitor, 1998
[Millions of dollars]
" Total Resident . . Total tourism Nontourism Tourism
Commodity consumption households Business Govemnment Nonresidents demand demand commodity ratio
83,640 32,961 26,181 5,652 18,945 83,640 1.00
Food services and drinking places. 376,313 40,442 19,462 4,494 14,530 78,928 297,384 0.21
Domestic passenger air transportation services.................. 60,349 23,777 28,425 3,431 4,718 60,349 1.00
. ) . 41,179 18,569 4,951 622 17,037 41,179 1.00
Passenger rail transportation SEIViCes. ... 929 344 406 111 68 929 1.00
Passenger water transportation Services...........c.ouien. 4,912 4,280 322 4,602 310 0.94
1,140 826 79 71 164 1,140 1.00
1,559 1,300 258 1,559 1.00
Urban transit systems and other transportation services..... 15,719 2,058 758 20 226 3,062 12,657 0.19
TaXl Servlf‘P . X . 10,343 1,400 2,590 257 134 4,381 5,962 0.42
Scenic and sightseeing transportation Services.................. 2,158 1,772 32 2 352 2,158 1.00
Motor vehicle services:
Services of purchased and leased motor vehiclesl.... 431,013 34,560 16,765 1,604 52,929 378,085 0.12
Automotive rental and leasing 19,271 4,285 10,904 1,902 494 17,584 1,687 0.91
Other vehicle rental and leasing. 468 123 280 0 48 452 16 0.97
Automotive repair services 147,138 7,989 3,965 334 1,340 13,628 133,510 0.09
Parking lots and garage 8,398 781 192 141 69 1,183 7,216 0.14
Highway tolls . . 5,810 408 106 28 76 617 5,193 0.11
Travel arrangement and reservation service: 27,376 15,861 8,547 1,079 1,037 26,525 851 0.97
Motion pictures and performing arts 23,197 5,236 1,764 1,160 8.160 15,038 0.35
8,621 920 2,006 385 3,312 5,209 0.39
27,633 6,033 1,698 795 8,526 19,107 0.31
33,970 12,859 4,275 17,134 16,835 0.50
38,246 10,796 1,300 1,317 13,413 24,833 0.35
Gasoline. 153,071 16,911 8,393 707 1,494 27,505 125,566 0.18
Nondurable PCE commodities other than gasoline.............. 2,207,740 54,415 13,077 1,354 18,610 87,455 2,120,285 0.04
13,492,023 13,492,023 0.00
Total demand less travel by U.S. residents abroad......... 17,222,115 298,906 151,881 21,708 87,855 560,350 16,661,766
55,907 42,201 13,706 55,907 1.00
17,278,022 341,107 165,587 21,708 87,855 616,258 16,661,766

PCE Personal itures

1 The lggggfi%al servloesﬂow measure, which includes leased, purchased, and post-lease services of cars and trucks.

Note. The areasreﬂedmeusecfexpanded TTSA data.
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Table 4. Output and Value Added by Industry, 1998

[Millions of dollars]

Tourism

Industry Industry Intermedi_ate Value ) Tourism ) Tourism intermediate Tourism
output consumption added industry ratio output consumption value added

Traveler accommodation 112,644 35,026 77,618 0.76 85,511 26,589 58,922
Nonfarm residential tenant occupied permanent site real estate.......... 203,907 60,000 143,907 0.04 8,265 2,432 5,833
Food services and drinking places 316,645 165,614 151,031 0.21 66,302 34,678 31,624
Air transportation services 103,988 46,518 57,470 0.81 83,989 37,572 46,417
Rail transportation services 45,114 19,217 25,897 0.04 1,854 790 1,064
Water transportation service 31,733 19,703 12,030 0.14 4,590 2,850 1,740
Interurban bus transportation 1,204 517 687 0.94 1,129 485 645
Interurban charter bus transportation 1,895 1,166 729 0.82 1,555 956 598
Urban transit systems and other transportation...............cccccceuemeeeevvveenes 18,427 14,272 4,155 0.16 3,020 2,339 681
Taxi service 10,409 5,606 4,803 0.42 4,384 2,361 2,023
Scenic and sightseeing transportation 2,161 901 1,261 0.97 2,106 878 1,229
Services of purchased and leased motor vehicles 431,013 77,982 353,031 0.11 47,651 8,621 39,030
Automotive equipment rental and leasing 31,126 19,883 11,243 0.55 17,167 10,966 6,201
Automotive repair services 92,048 49,507 42,541 0.08 7,645 4,112 3,533
Parking 8,124 3,703 4,421 0.14 1,144 522 623
Toll highways 5,962 1,003 4,959 0.10 617 104 513
Travel arrangement and reServation SErViCes.........rmmerennnns 217,478 13,821 13,657 0.97 26,527 13,343 13,184
Motion pictures and performing arts 33,619 20,035 13,584 0.16 5,448 3,247 2,201
Spectator sports 23,274 7,524 15,749 0.28 6,434 2,080 4,354
Participant sport: 31,329 14,855 16,474 0.29 9,141 4,334 4,807
Gambling 24,987 9,604 15,383 0.40 10,068 3,870 6,199
All other recreation and entertainment. 37,217 15,893 21,323 0.31 11,502 4,912 6,590
Petroleum refineries 114,986 91,207 23,779 0.10 12,019 9,533 2,486
Industries producing nondurable PCE commodities, excluding

petroleum refineries 1,802,587 1,150,789 651,799 0.03 45,795 29,236 16,559
Wholesale trade and transportation services. 997,561 364,371 633,190 0.02 23,745 8,673 15,072
Gasoline service station 50,291 11,997 38,294 0.13 6,404 1,528 4,876
Retail trade services, excluding gasoline service stations.. 824,082 267,0% 556,991 0.03 24,018 7,784 16,234
All other industrie 10,934,779 4,788,100 6,146,679 0.00 9,588 4,198 5,390
Total 16,318,590 7,275,906 9,042,684 527,619 228,993 298,627

PCE Personal consumption expenditures

1. The 1998 capital-services-flow measure, which includes leased, purchased, and post-lease services of cars and trucks.

Note. The shaded areas reflect the use of expanded TTSA data.

Table 5. Output by Commodity, 1998
[Millions of dollars]
Commodity goﬂffﬁ'gsper&q;ﬁé%l Tourism commodity ratio Direct tourism output Z?Jtt?)luionl:]ﬂi(:)?ig); Total togﬂtsprﬂgrelated

Traveler accommodation 83,640 1.00 83,640 154 128,867
Food services and drinking places 376,313 0.21 78,928 1.88 148,378
Domestic passenger air transportation services... 60,349 1.00 60,349 170 102,367
International passenger air transportation services. 23,466 1.00 23,466 170 39,805
Passenger rail transportation service 929 1.00 929 162 1,508
Passenger water transportation SErViCes. ... 4,577 0.94 4,288 1.98 8,480
Interurban bus transportation 1,140 1.00 1,140 171 1,952
Interurban charter bus transportation 1,559 1.00 1,559 17 2,668
Urban transit systems and other transportation Services............o. 15,719 0.19 3,062 17 5,242
Taxi service 10,343 0.42 4,381 171 7,500
Scenic and sightseeing transportation SErVICes........couemrersriennennns 2,158 1.00 2,158 1.46 3,156
Services of purchased and leased motor vehiclesl......cne. 431,013 0.12 52,929 1.79 94,952
Automotive rental and leasing 19,271 0.91 17,584 1.64 28,851
Other vehicle rental and leasing 468 0.97 452 1.64 742
Automotive repair services 147,138 0.09 13,628 171 23,300
Parking lots and garage 8,398 0.14 1,183 171 2,023
Highway tolls 5,810 011 617 1.94 1,197
Travel arrangement and reservation ServiCes............omiinninnins 27,376 0.97 26,525 1.62 42,966
Motion pictures and performing arts 23,016 0.35 8,096 177 14,319
Spectator sports 8,500 0.39 3,304 164 5,406
Participant sports 27,633 0.31 8,526 1.62 13,793
Gambling 33,970 0.50 17,134 1.62 27,721
All other recreation and entertainment 38,243 0.35 13,412 1.64 22,061
Gasoline 151,202 0.18 27,169 1.84 49,899
Nondurable PCE commodities other than gasoline...........c..couevernneens 1,980,086 0.04 78,437 2.08 162,793
Total 3,482,316 532,897 939,944

PCE Personal consumption expenditures
1. The 1998 capital-services-flow measure, which includes leased, purchased, and post-lease services of cars and trucks.
Note. The shaded areas reflect the use of expanded TTSA data.
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Foreign Direct Investment in the United States

New Investment in 2006

By Lawrence R. M cN eil

(o) UTLAYS by foreign direct investors to acquire or
to establish U.S. businesses were $161.5 billion in
2006, up substantially from $91.4 billion in 2005 (table
1 and chart 1). Outlays in 2006 were the fourth largest
recorded and the highest since 2000, when new invest-
ment outlays peaked at $335.6 billion.

The pickup in investment outlays in 2006 may have

areas increased. European investors accounted for the
largest increase, $53.5 billion. Overall, outlays from
Europe accounted for approximately two-thirds of the
worldwide total (chart 2). Investments from the Mid-
dle East, Asia and Pacific, and Latin America also rose
considerably. Outlays from Canada declined further
following a sharp decline in 2005.

been stimulated by faster economic growth in the
United States and several major investing countries. It
coincided with a decline in the value of the U.S. dollar
against several major currencies and a significant in-
crease in merger and acquisition activity. (Thomson
Financial Services estimates that the dollar volume of

Chart 1. Outlays for New Investment in the United
States by Foreign Direct Investors, 1980-2006

Billions of dollars

announced deals increased 36 percent in the United 30

States and 38 percent worldwide.) Transactions of 300

more than $5 billion accounted for almost a fifth of to-

tal outlays in 2006; in contrast, there were no transac- 250

tions of this magnitude in 2005 (table 2). 200
Among major industry sectors, outlays increased

most substantially in manufacturing and in finance 150

(except depository institutions) and insurance (table .

3). Together, these two sectors accounted for half of to-
tal investment outlays in 2006. Outlays were also siz-
able in several other sectors, including real estate and
rental and leasing, wholesale trade, information, and
depository institutions.

Outlays from investors in most major geographic

U.S. Bureau of Economic Analysis

Table 1. Investment Outlays by Type of Investment and Investor, 1992-2006
[Millions of dollars]

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 ' 2006 p

Total outlays 15,333 26,229 45,626 57,195 79,929 69,708 215,256 274,956 335,629 147,109 54,519 63591 86,219 91,390 161,533
By type of investment:

U.S. businesses acquired 10,616 21,761 38,753 47,179 68,733 60,733 182,357 265,127 322,703 138,091 43,442 50,212 72,738 73,997 147,827

U.S. businesses established...........coniinniiciiinennins 4,718 4,468 6,873 10,016 11,196 8,974 32,899 9,829 12,926 9,017 11,077 13379 13481 17,393 13,706
By type of investor:

Foreign direct investors 4,058 6,720 130628 11,927 32,230 13,899 120,828 120,878 105151 23,134 13650 27,866 34,184 40,304 50,906

U.S. affiliates 11,275 19,509 31,999 45268 47,699 55809 94,428 154,078 230,478 123,975 40,869 35725 52,035 51,086 110,627

p Preliminary

r Revised

Table 2. Distribution of Investment Outlays by Size, 1992-2006
[Percent]
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 r 2006 p

Total outlay 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100

$5 billion or more 0 0 0 (D) 0 0 55 55 48 30 (D) (D) O 0 19

$2 billion — $4,999 billion 0 O 27 18 29 12 u 16 20 22 18 (®) 13 28 23

$100 million — $1.999 billion.... 42 51 51 48 55 67 27 24 27 40 45 43 47 59 54

Less than $100 million 58 O 22 () 16 21 7 5 5 9 () 12 O 13 4

p Preliminary

r Revised

D Suppressed to avoid disclosure of data of individual companies.
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Outlays in 2006

In 2006, as in previous years, most outlays by foreign
direct investors were to acquire existing U.S. busi-
nesses. These outlays totaled $147.8 billion, compared
with $13.7 billion in outlays to establish new U.S. busi-
nesses. Outlays made by, or through, existing U.S. affil-
iates were $110.6 billion, more than twice the $50.9
billion in outlays made directly by foreign investors. Of
the $110.6 billion that was spent by U.S. affiliates,
$78.2 billion came from their foreign parent groups.
Thus, foreign parent groups, through a combination of
direct outlays and funds they supplied to existing U.S.
affiliates, funded a total of $129.1 billion, or 80 per-
cent, of the $161.5 billion in total outlays. These for-

Survey of Current Business 45

eign parent funds are included in total foreign direct
investment in the United States, as recorded in the fi-
nancial account of the U.S. international transactions
accounts.1

Outlays in manufacturing increased 66 percent to
$56.6 billion in 2006 from $34.0 billion in 2005 (table
3). Within manufacturing, the largest increases were in
computers and electronic products and in chemicals.

1 Foreign direct investment in the United States in the international
transactions accounts, unlike the data on investment outlays in this article,
includes financing of both existing and new U.S. affiliates. For preliminary
estimates of foreign direct investment in 2006, see Christopher L. Bach,
“U.S. International Transactions in 2006,” Survey of Current Business 86
(April 2007): 22-73; revised estimates will be published in the July 2007
Survey.

Chart 2. Outlays for New Investment in the United States by Foreign Direct Investors by Industry

and by Country, 2006

By industry Finance and insurance

Information 16%

Retail and
wholesale trade
6%

Depository
institutions 6%

Real estate and rental

Manufacturing and leasing 10%

35%
Professional, scientific,
and technical services 3%

U.S. Bureau of Economic Analysis

By country

Canada 7%
Europe 68%

Middle East 8%

Asia and Pacific 11%

Latin America and
Other Western
Hemisphere
6%

Key Terms

Person. Any individual, corporation, branch, partner-
ship, associated group, association, estate, trust, or other
organization, and any government (including any corpo-
ration, institution, or other entity or instrumentality of a
government).

Foreign person. A person that resides outside the 50
States, the District of Columbia, the Commonwealth
of Puerto Rico, and all U.S. territories and posses-
sions.

Foreign direct investment in the United States. The
ownership or control, directly or indirectly, by one for-
eign person of 10 percent or more of the voting securities
of an incorporated U.S. business enterprise or an equiva-
lent interest in an unincorporated U.S. business enter-
prise.

U.S. affiliate. A U.S. business enterprise in which a sin-
gle foreign investor (a foreign parent) owns at least 10

percent of the voting securities, or the equivalent.

Ultimate beneficial owner (UBO). For a U.S. affiliate,
the person, proceeding up the affiliate’s ownership chain
beginning with the foreign parent, that is not owned
more than 50 percent by another person. The UBO ulti-
mately owns or controls the affiliate and derives the ben-
efits associated with ownership or control. Unlike the
foreign parent, the UBO of a U.S. affiliate may be located
in the United States.

Foreign parent group. This group consists of (1) the
foreign parent, (2) any foreign person, proceeding up
the foreign parent’s ownership chain, that owns more
than 50 percent of the person below it, up to and includ-
ing the UBO, and (3) any foreign person, proceeding
down the ownership chain(s) of each of these members,
that is owned more than 50 percent by the person above
it.
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46 FDIUS: New Investment

In computers and electronic products, most of the
2006 outlays were for acquisitions of communications
equipment manufacturers. In chemicals, most of the
outlays were attributable to acquisitions of pharma-
ceuticals and medicines manufacturers. Outlays in fi-
nance (except depository institutions) and insurance
increased sharply to $25.3 billion from $5.5 billion in

Table 3. Investment Outlays by Industry
of U.S. Business Enterprise, 2003-2006

[Millions of dollars]

2003 2004 2005r 2006 »

All industries 63,591 86,219 91,390 161,533
Manufacturing 10,750 18,251 34,036 56,582
Food 2516 2,146 1,646 683
Beverages and tobacco products. O O D 1366
Textiles, apparel, and leather products..............cccocveccciiciivinns ()] O (1 4,387
Paper () 120 (®) 226
Printing and related SUpPPOrt aCtIVItieS..........oevvvrcveeerrierivenens O (0} (E)g ()]
Petroleum and coal products (a gD) 2. 0
Chemical 1,1 4751 9,598 14,783
Plastics and rubber product 498 84 1,636 O
Nonmetallic mineral products. (gf 153 388 1,012
Primary metals DO 48717 2,448
Fabricated metal products 123 ([% m 952
Machinery. 122 382 1629
Computers and electronic products...... 2,125 2,934 3596 17,950
Electrical equipment, appliances, and ¢ 139 %3 AT 2222
Transportation equipment. 225 11 5942 1446
Other 462 969 4,663 7,047
Wholesale trade 1,086 O 3489 8002
Retail trade 91 3,073 1,262 1,158
Information 9,236 4,315 8487 9,503
Publishing industries 1431 1274 2555 3,834
Motion picture and sound recording industries..................... 218 O O (Dg
Telecommunication O ('% (8% 4,68
Other DO 27 2,0 O
Depository institutions 4,864 ([) 7,973 9,270
Finance (exceptdepository institutions) and insurance..... 23511 26,234 5529 25,347
Real estate and rental and leasing 2,817 6,335 8,756 15,669
Professional, scientific, and technical services 1,955 (I:) 6,407 4,821
Other industries 8,429 10,121 15453 31,181
p Preliminary
r Revised
D Suppressed to avoid disclosure of data of individual companies.
Table 4. Investment Outlays by Country
of Ultimate Beneficial Owner, 2003-2006
[Millions of dollars]
2003 2004 2005' 2006"
All countries. 63591 86,219 91,390 161,533
Canada 9,157 31,502 13,640 12,012
Europe 39,024 43,815 56,416 109,858
France 2,955 6,415 5.608 19.682
Germany 8,830 4,788 7,239 22683
Netherland: 1077 461 2609 5463
Switzerland 649 6,505 2,332 14,625
United Kingdom 20,373 23,288 30,420 21,880
Other Europe 5140 2,358 8,206 25524
Latin America and Other Western Hemisphere. 1607 2,629 5,042 9,130
South and Central America..... 182 1,382 980 1,215
Other Western Hemisphere.... . 1425 1247 4062 7916
Africa (®) O D) )
Middle East . 1,738 1318 5,068 12,436
Asia and Pacific.. 11,469 6,015 10,924 17,526
Australia.. 9,032 3850 4,713 6,866
1544 1,027 4245 8719
893 1,139 1966 1942

© © O ()

p Preliminary

r Revised

D Suppressed to avoid disclosure of data of individual companies.

1. The United States is the country of ultimate beneficial owner for businesses newly acquired or established
by foreign investors that are ultimately owned by persons located in the United States (see the box “Key
Terms”).

Nole). For investments in which more than one investor participated, each investor and each investor's
outlays are classified by the country of each individual ultimate beneficial owner.
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2005. More than half of the outlays in this sector were
to acquire businesses in insurance. Outlays in “other
industries” more than doubled to $31.2 billion in 2006;
the most sizable investments were in mining, transpor-
tation and warehousing, and health care and social as-
sistance.

Outlays by European investors almost doubled, in-
creasing to $109.9 billion from $56.4 billion in 2005
(table 4). Outlays in the manufacturing and the non-
bank finance and insurance sectors fueled much of the
growth. Expenditures by investors from Germany,
France, Switzerland, and Spain grew substantially.
(Spain is included in “Other Europe” in table 4). Al-
though outlays by British investors declined to $21.9
billion from $30.4 billion in 2005, their 2006 spending
was the second highest among individual countries.
Only Germany ranked higher.

Outlays from investors in the Asia and Pacific region
rose substantially in 2006, reflecting stepped-up invest-
ment from lapan and Australia. Outlays from the Mid-
dle East also rose substantially, reflecting higher
spending from Israel.

Operating data of acquired or established U.S.
businesses

Despite the sharp increase in outlays, the employment
of newly acquired or established businesses in 2006, at
215,300 people, was down 9 percent from 235,900 in
2005 (table 5). The movement of employment and
outlays in opposite directions occurred as new invest-
ments became more concentrated in industries with
relatively low employment and relatively high acquisi-
tion values, such as nonbank finance and insurance.

Acknowledg ments

The data presented in this article are from BEA’s sur-
vey of new foreign direct investment in the United
States. The survey was conducted under the supervi-
sion of Dorrett E. Williams, with contributions by
Carmene T. Brown, Constance T. Deve, Edward J.
Kozerka, and Daniel K. Wakjira. Neeta B. Kapoor pro-
grammed the tables.

Availability of New Investment Data

Summary estimates of the outlays by foreign direct
investors to acquire or to establish businesses in the
United States are presented in this article. More
detailed estimates by industry and by country for
1980-2006 are available on BEA's Web site at
<www.bea.gov>.
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Manufacturing accounted for the most employees
in newly acquired or established businesses, with
91,400 employees. Depository institutions accounted
for 18,400 employees and finance (except depository
institutions), and insurance accounted for 12,900 em-
ployees. Combined, these three sectors accounted for
57 percent of total employment by U.S. businesses that
were newly acquired or established by foreign direct
investors.

In 2006, the total assets of newly acquired or estab-
lished businesses were $356.5 billion, up sharply from
$181.8 billion in 2005. Three sectors accounted for
over three-fourths of the total: Depository institutions
($104.6 billion), finance (except depository institu-
tions) and insurance ($99.9 billion), and manufactur-
ing ($74.2 billion).

Land ownership for newly acquired or established
businesses increased considerably, to 1.4 million hect-
ares from 34.5 thousand hectares in 2005, reflecting
large acquisitions of timber land. Net income was $3.1
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billion in 2006, about the same as in 2005. Total sales
were $79.3 billion, up from $67.1 billion.

Revisions

The estimates of new foreign direct investment for
2006 are preliminary. The estimate of total outlays for
2005 has been revised up 5 percent from the prelimi-
nary estimate.2 In addition, the estimates of the em-
ployment, total assets, sales, and net income of U.S.
businesses acquired or established by foreign direct in-
vestors have been revised. The estimate of employment
has been revised up 5 percent from the preliminary es-
timate, the estimate of total assets has been revised up
7 percent, the estimate of sales has been revised up 2
percent, and the estimate of net income has been re-
vised up 11 percent.

2. See Lawrence R. McNeil, “Foreign Direct Investment in the United
States: New Investment in 2005,” Survey 86 (June 2006): 32-39.

Table 5. Selected Operating Data of U.S. Business Enterprises Acquired or Established by Industry of U.S. Business Enterprise, 2005-2006

2005'

Millions of dollars

Total assets Sales Net income

All industries 181,846 67,141 3,060
Manufacturing 47,529 36,348 1911
Wholesale trade 5,095 7,307 160
Retail trade 1,907 2,154 61
Information 12,086 4,881 -103
Depository institutions 48,950 2,660 348
Finance (except depository institutions) and insurance........ 21,828 1,632 232
Real estate and rental and leasing 16,577 1,389 161
Professional, scientific, and technical services.... 6,382 2,531 -36
Other industries. 21,491 8,239 325

p Preliminary

1 Revised

D Suppressed to avoid disclosure of data of individual companies.

1. One hectare equals 2.471 acres. Thus, for all industries, acres of land owned in 2005 were 85,178, and in

2006 f
Thousands Hectares Millions of dollars Thousands Hectares
of employees  of land 1 Total assets Sales Net income of employees  ofland 1
2359 34,471 356,541 79,264 3,137 215.3 1,389,995
96.3 13,790 74,153 34,573 1,187 91.4 9,692
19.6 200 5,330 5,166 494 10.9 10,718
10.3 94 1,487 2,167 16 6.3 (D)
85 D) 12,163 3,420 133 117 (D)
142 255 104,628 4,386 876 18.4 332
5.7 3 99,898 10,590 -570 12.9 65
23 7,847 14,859 2,720 79 0.9 7,761
16.1 ( 4,880 405 -22 24 D
62.9 12,276 39,142 15,836 943 60.3 1,360,464

2006 were 3,434,678.
Note. For newly acquired businesses, the data cover the most recent financial reporting year preceding
acquisition. For newly established businesses, the data are projections for the first full year of operations.

Data on Foreign Direct Investment in the United States

In addition to the data on new foreign direct investment
presented in this article, BEA collects and publishes two
other broad sets of data on foreign direct investment in
the United States: Financial and operating data of U.S.
affiliates and balance-of-payments and direct-invest-
ment-position data.

Financial and operating data of U.S. affiliates are pub-
lished at both the enterprise level and the establishment
level. Detailed enterprise-level financial and operating
data were most recently published in “U.S. Affiliates of
Foreign Companies: Operations in 2004” in the August
2006 Survey ot Current Business; the article includes a
description of the three types of data. Summary estimates
for 2005 were presented in the April 19, 2007, news
release “Summary Estimates for Multinational Compa-
nies: Employment, Sales, and Capital Expenditures for
2005, which is available on BEA’s Web site at
<www.bea.gov>. Financial and operating data at the

establishment level are available for selected years as a
result of a project that links BEA’s enterprise data for US.
affiliates with the Census Bureau’s establishment data for
all US. companies. For the most recently available data,
see Foreign Direct Investment in the United States: Estab-
lishment Data for 2002, which is available on BEA's Web
site in lune 2007.

The balance-of-payments and direct-investment-posi-
tion data were published in “The International Invest-
ment Position of the United States at Yearend 2005” and
“Direct Investment Positions for 2005: Country and
Industry Detail” in the luly 2006 survey; in “Foreign
Direct Investment in the United States: Detail for Histor-
ical-Cost Position and Related Capital and Income Flows,
2005” in the September 2006 survey; and in “U.S. Inter-
national Transactions in 2006” in the April 2007 survey.
Revised and updated data will be published in the luly
and September 2007 issues.
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Technical Note

Estimates of new foreign direct investment, which
cover U.S. business enterprises that were acquired or
established by foreign direct investors during the year,
are based on data reported in surveys conducted by the
Bureau of Economic Analysis (BEA), and for the pre-
liminary estimates for 2006, from BEA estimates for
reports not yet received.’

For the survey, a U.S. business enterprise is catego-
rized as “established” if the foreign parent or its exist-
ing U.S. affiliate creates a new legal entity that is
organized and operated as a new U.S. business enter-
prise or that directly purchases U.S. real estate.* A U.S.
business enterprise is categorized as “acquired” (1) if a
foreign parent or its U.S. affiliate obtains a voting in-
terest of 10 percent or more in the equity of an existing
U.S. business enterprise and continues to operate the
enterprise as a separate legal entity; (2) if a foreign par-
ent or its U.S. affiliate purchases a business segment or
an operating unit of an existing U.S. business and or-
ganizes it as a new separate legal entity; or (3) if an ex-
isting U.S. affiliate purchases a U.S. business, a segment
of a U.S. business, or an operating unit of a U.S. busi-
ness and merges it into its own operations.

The estimates of new foreign direct investment do
not cover the acquisition of additional equity in an ex-
isting U.S. affiliate, the acquisition of an existing U.S.
affiliate by one foreign investor from another, or the
expansion in the operations of an existing U.S. affiliate
when no separate legal entity is created. Selloffs or
other disinvestments are not netted against the new in-
vestments. (For more information, see the box “Data
on Foreign Direct Investment in the United States.”)

A U.S. business that is acquired or established by a
foreign direct investor or by an existing U.S. affiliate of
a foreign investor and that has total assets of more than
$3 million or owns 200 acres or more of U.S. land is re-
quired to file a full report with BEA. In addition, a U.S.
business enterprise that is acquired by an existing U.S.
affiliate of a foreign investor and merged into the oper-
ations of the affiliate must file a full report if the total
cost of the acquisition exceeds $3 million or if the ac-
quired enterprise owned 200 acres or more of U.S.
land. To reduce the reporting burden, smaller U.S.

3. Each year, BEA receives survey reports after the preliminary estimates
are published. To make the preliminary estimates as accurate as possible,
BEA augments the reported data with estimates for late reports.

4. The number of new U.S. businesses established is not the same as the
number of “greenfield” investments, which typically refers to the construc-
tion of new plants or other business facilities. First, direct purchases of U.S.
real estate—which often involve purchases of existing office buildings,
hotels, retail stores, shopping centers, or other property—are included in
the “established” measure but are not considered “greenfield” investments.
Second, new plants that are built by existing U.S. affiliates are considered
“greenfield” investments, but they are included in these data as “estab-
lished” businesses only if they are set up as separate legal entities.
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businesses that have total assets of $3 million or less
and that own fewer than 200 acres of U.S. land are per-
mitted to file shorter, partial reports.®

BEA prepares estimates of the data items that are
not collected on the partial reports and combines them
with the data it collects on the full reports. Because the
businesses that file partial reports are so small, they
generally have a negligible impact on the published ag-
gregates. For example, in 2005, the total assets of U.S.
businesses that filed partial reports were $180.5 mil-
lion, about 0.1 percent of the total assets of all newly
acquired or established U.S. affiliates.

Although the values for the partial reports are gen-
erally negligible, the number of partial reports is sig-
nificant. For example, in 2005, BEA received 975
partial reports and 655 full reports. Furthermore, the
number of businesses that are subject to partial report-
ing may be higher than the actual number of partial re-
ports that BEA receives, because not all of the smaller
U.S. businesses acquired or established by foreigners
file reports. BEA makes every effort to contact all U.S.
businesses that may have been newly acquired or es-
tablished by foreigners, but it must concentrate its re-
sources on ensuring compliance with reporting
requirements by larger businesses.

Of the 655 full reports filed for 2005, 465 reported
investments to acquire an existing U.S. business, and
190 reported investments to establish a new U.S. busi-
ness. For 2006, BEA estimates that 726 businesses will
have filed full reports by the time the revised estimates
are published in 2008 (see the table below).®

2004 2005 2006 °
TOAl ... 584 655 726
$5 billion or more....... 2 0 3
$2 billion-$4.998 billion 4 8 13
$100 million-$1.999 billion 109 131 150
Less than $100 million.............cc.ovuervririeernnne. 469 516 560

p Preliminary
r Revised
For 2006, the number of investments in the two

largest classes represents the number of reports that
were received. The number of investments in the two
smallest class sizes includes an estimate of the number
of late reports that will be received before the revised
estimates are published.

5. Survey forms for both the full report (BE-13) and the partial report
(BE-13, supplement C) are available on BEA’s Web site at <www.bea.gov/
bea/surveys/fdiusurv.htm>.

6. The preliminary estimates include BEA estimates of late reports. Esti-
mates of each data item covered by the survey are prepared, and they cover
both full and partial reports. BEA also estimates the number of full reports,
but it does not estimate the number of partial reports, because this number
fluctuates considerably from year to year.

Tables 6, 7.1, and 7.2 follow.

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


http://www.bea.gov/%e2%80%a8bea/surveys/fdiusurv.htm
http://www.bea.gov/%e2%80%a8bea/surveys/fdiusurv.htm

June 2007

SURVEY OF CURRENT BUSINESS

49

Table 6. Investment Outlays by Type of Investment and Investor, by Industry of U.S. Business Enterprise, 2005-2006

[Millions of dollars]

20067

By type of investment

By type of investor

By type of investment

By type of investor

Total U.S.businesses | Foreign direct Total us. businesses]U.SA businesses | Foreign direct U.S. affiliates

established investors established investors ~
All industries 91,390 ’ 17,393 40,304 161,533 13,706 50,906 110,627
Manufacturing........ 34,036 0) 19,022 56,582 500 6,751 49,830
Food 1,646 )} D) 683 0 D) (D)
Beverages and tobacco products........... (D) 0 (D) 1,366 D) 1,096 270
Textiles, apparel, and teather products.. (D) 0 0 4,387 0 (D) (D)
Paper................ (D) (D) (D) 226 D) 0 226
Printing and related support activitie (D) (D) (D) (D) 0 0 D)
Petroleum and coal products............. 225 D) D) 0 0 4 0
Chemicall 9,598 D)} 6,980 14,783 0 (D) (D)
Plastics and rubber products.... 1,636 ), 444 (D} 0 0 (D)
Nonmetallic mineral product 388 (D) (D) 1,012 0 (D) D)
Primary and fabricated metals . 4,987 (D) (D) 3,400 275 298 3,101
Machinery 382 (D) 209 1,629 0 556 1,073
Computers and electronic products 3,596 D) 2,691 17,950 (D) 1,026 16,925
Electrical equipment, appliances, and components .. 747 D) D) 2,222 0 1,407 815
Transportation equipment 5,942 (D) (D) 1,446 138 0 1,446
Other .......... 4,663 D) 3,063 7.047 0 2,162 4,885
Wholesale trade........... 3,489 30 1,109 8,002 0 6,293 1,709
Motor vehicles and motor vehicle parts and supplies 1,419 (%)) D) D) 0 0 (D)
Electrical goods ©) D) D) 0 0 0 0
Petroleum and petroleum produets ............ooeveeerienciisns (D) D) (D) 0 0 0 0
Other ... 2,005 28 802 (D) 0 6,293 (%)}
Retail trade........ 1,262 (D) D) 1,158 0! 81 1,076
Information 8,487 40 470 9,503 (D) 4,544 4,859
Publishing industries 2,555 6 17 3,834 0 277 3,557
Motion pictures and sound recording industries............. (D) D) D) (D) (D) (D) (D)
Telecommunications (D) D) D) 4,680 0 (D) (D)
Other 2,085 kL) 240 D) D) D) 845
Depository institutions 7,973 0 (D) 9,270 0 5,576 3,694
Finance, (except depository institutions) and insurance 5,528 3,976 3,553 25,347 2,219 8,173 17,174
Finance, except depository institutions .... 4793 ©) (D) 9,964 (D) 4131 5,833
Insurance carriers and related activities.... 736 (D) (D) 15,382 D) 4,042 11,340
Real estate and rental and leasing ............ccccoooooecrrcennnnnne 8,756 5,827 1,691 15,669 6,978 8,064 7,605
Real estate 7,831 5,798 (D) 11,334 D) 5,030 6,304
Rental and leasing (except real estate).............c.ccccurrireeeees 925 29 (D) 4,335 D) 3,034 1,302
Professional, scientific, and technical services....... 6,407 338 2,906 4,821 (D) 3,895 927
Other industri 15,453 2,932 6,347 31,181 201 7,528 23,653
Agriculture, forestry, fishing, a