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Director’'s Message . . . "

In this issue, a Research Spotlight discusses regional price parities,
experimental measures that capture price level differences across
regions. While the Bureau of Economic Analysis (BEA) currently
has no plans to produce such statistics officially, we are continu-
ing research in ajoint data-sharing project with the Bureau of La-
bor Statistics. The article demonstrates how regional price
parities might be constructed for metropolitan and nonmetro-
politan areas. It also applies these measures to adjust 2005 and
2006 personal income and gross domestic product (GDP) statis-
tics for regional price level differences.

Also included in this issue is our annual tabular presentation
of the methodologies and source data used to construct the na-
tional GDP accounts. Separately, the advance estimates of third-
quarter GDP are presented in an easy-to-read format.

Regarding international statistics, an article discusses opera-
tions of U.S. multinational companies in 2006, looking at three
measures in depth: value added, employment, and capital expen-
ditures. A separate article presents our annual reconciliation of
U.S. and Canadian current-account statistics.

I'd like to mention that BEA held an advisory committee
meeting in early November, in which we received advice and
comments on several issues, such as how the recent financial
markets upheaval affected the economy, how our GDP accounts
might be helpful for business cycle analysis, and how the terms of
trade affect various economic measures. We welcome more com-
ments.
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Taking Account...

A Look at Productivity and

the Terms of Trade

Since 1995, growth in aggregate
labor productivity in the United
States has accelerated markedly.
From 1973 to 1995, output per
worker hour in the nonfarm
business sector grew on average
1.40 percent per year, according
to the Bureau of Labor Statistics.
From 1995 to 2007, however,
output per worker hour aver-
aged 2.55 percent per year.

Declining prices of informa-
tion technology products in the
late 1990s are often cited as a
major reason for this productiv-
ity speedup. A recent paper by
Marshall B. Reinsdorf of the Bu-
reau of Economic Analysis
(BEA), Robert C. Feenstra of the
University of California-Davis,
and Matthew J. Slaughter of the
Tuck School of Business at Dart-
mouth University explores an-
other potential reason:
international trade, in particu-
lar the globalization of the infor-
mation technology sector.

The actual direct effects of
changes in the terms of trade
(defined as change in export
prices relative to change in im-
port prices) on gross domestic
product (GDP) and productivity
are negligible. Yet the paper
found that wunmeasured im-
provements in the terms of trade
may be counted as growth in
real GDP and productivity.
Thus, if reductions in import
prices are understated, produc-
tivity growth tends to be over-
stated.

The study found that unmea-

sured terms-of-trade gains can
account for close to 0.2 percent-
age points of the post-1995 in-
crease in productivity growth for
the U.S. economy. Comparing
that amount to the increase in
multifactor  productivity, the
terms of trade accounts for
about 20 percent of the speedup
in productivity growth.

BEA Meets with Regional
Data User Groups

BEA met with nearly 30 repre-
sentatives of regional data user
groups at a conference last
month sponsored by the Metro-
politan Policy Project at the
Brookings Institution.

The Regional User Round-
table provided an opportunity
for BEA to hear from customers
and provide an update on im-
provements, accelerations, and
plans. BEA intends to continue
meeting with user groups across
all program areas.

BEA representatives, includ-
ing Director Steve Landefeld and
Deputy Director Rosemary Mar-
cuss, explained the rationale and
implications of recent cuts to
BEA budgets.

The recently passed Consoli-
dated Appropriations Act did
not provide for full funding for
BEAs base programs for fiscal
year 2008. In order to align base
programs with the budget, BEA
will reduce some regional statis-
tical programs.

While BEA does not see any
impact on its GDP-by-state or
state personal income statistics,
other programs will be affected,

including local area personal in-
come,  GDP-by-metropolitan
area statistics, and RIMS multi-
pliers.

New FAQs Posted on BEA
Web Site

Several timely items have been
recently posted on the “Fre-
quently Asked Questions” fea-
ture on the BEA Web site,
including the following:

e Where do government-spon-
sored enterprises, like Fannie
Mae and Freddie Mac, appear
in the GDP accounts?

eHow do federal financial
interventions, such as the
Emergency Economic Stabili-
zation Act of 2008, affect the
GDP accounts?

eWhat are the recent changes
to the U.S. international ser-
vices statistics?

e What are the sources of recent
growth in U.S. exports of
goads?

eRecently there have been dif-
ferences in the GDP and gross
domestic purchases indexes.
Which one should you use?
Since the FAQ feature was

launched in March 2006, it has
become a valuable tool for BEA
customers in need of quick an-
swers about BEA’'s accounts.

It allows users to search for
answers by category and key-
word. It’s also regularly updated
with timely new questions. In
addition, the feature allows cus-
tomers to suggest questions for
BEA staff to answer. The service
is available at www.bea.gov by
clicking on FAQ.
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GDP and the Economy
Advance Estimates for the Third Quarter of 2008

HE ECONOMY contracted in the third quarter of Chart 1. GDP, Prices, Disposabie Personal Income (DPI)

2008, according to the “advance” estimates of the Real GDP: Percent change from the preceding quarter
national income and product accounts (NIPAs).! Real 6 _
gross domestic product (GDP) decreased 0.3 percent
after increasing 2.8 percent in the second quarter
(chart 1 and table 1).?

The third-quarter downturn in real GDP primarily N . ‘ o ' o '
reflected a sharp downturn in consumer spending, a : ' '
smaller decrease in imports, a deceleration in exports, *"EEEEEE= I -
a downturn in nonresidential fixed investment, and a i |ll ARA_NK - \I LI
] l | I | | | | | I ! ! | 1 !

larger decrease in residential investment (see page 2).

Seasonally adjusted annual rates
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In contrast, inventory investment turned up, and fed- 2004 2005 2006 2007 2008
eral government spending accelerated.? Contributions to the percent change in real GDP in 2008:1l1
e Prices of goods and services purchased by U.S. resi- ]

dents increased 4.8 percent after increasing 4.2 per- Consumer spending

cent (see page 3). Food prices accelerated, and energy Nonresidential fixed investment

prices decelerated in the third quarter. Excluding
food and energy, gross domestic purchases prices
increased 3.1 percent in the third quarter after Inventory investment
increasing 2.2 percent in the second. :

Residential fixed investment

e Real disposable personal income (DPI) decreased 8.7 Sxports
percent in the third quarter after increasing 11.9 per- Imports
cent in the second quarter, reflecting a downturn in : Government spending
current-dollar DPI and an acceleration in the per- -3 -2 Per_cgmagemmga!an e 3
sonal consumption expenditures implicit price defla- Prices: Percent change from the preceding quarter

tor used to deflate DPI. Current-dollar DPI turned 6
down sharply, reflecting a sharp deceleration in per-
sonal income and a sharp upturn in personal current
taxes (see page 4); both primarily reflected the sec-
ond-quarter effects of the rebate payments to individ-
uals from the Economic Stimulus Act of 2008.4

e The personal saving rate was 1.3 percent in the third
quarter; in the second quarter, it was 2.7 percent.

Prices of gross domestic purchases

0
1. Each GDP estimate for a quarter (advance, preliminary, and final) 2004 2005 2006 2007 2008
incorporates increasingly comprehensive and improved source data. More Real DPI: Percent change from the preceding quarter
information can be found at www.bea.gov/bea/about/infoqualhtm and 16

www.bea.gov/bea/faq/national/gdp_accuracy.htm. Quarterly estimates are

expressed at seasonally adjusted annual rates, which assumes that a rate of 12
activity for a quarter is maintained for a year. 8

2. “Real” estimates are in chained (2000) dollars, and price indexes are
chain-type measures. 4 [ v :

3. In this article, “consumer spending” refers to the NIPA series “personal o | \.J A el ll " l.. - N
consumption expenditures,” “inventory investment” refers to “change in I - -
private inventories,” and “government spending” refers to “government -4
consumption expenditures and gross investment.”

4. For more information about these rebate payments, see FAQ 490 on -8 o
BEA's Web site. PV I TR S A S SNV NN AN RN

2004 2005 20086 2007 2008
Christopher Swann prepared this article. U.8. Bureau of Bconomic Analysis

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


http://www.bea.gov/bea/about/infoqual.htm
http://www.bea.gov/bea/faq/national/gdp_accuracy.htm

Table 1 Real Gross Domestic Product and Components

[Seasonally adjusted at annual rates]

Share of
current-
dollar
GDP
(percent)
2008
I
Gross domestic productl.... 100.0
Personal consumption
expenditures 70.6
Durable goods..... 71
Nondurable goods 211
Services 24
Gross private domestic
investment. 13.9
Fixed investment. 143
Nonresidential 110
Structures. 4.0
Equipment and software.... 70
Residential...........c.ccccvrnene 33
Change in private inventories.... 0.4
Net exports of goods and
SEIVICES oo -4.9
137
9.6
41
186
157
30
Government consumption
expenditures and gross
INVEStMENt. ..o 204
Federal 76
National defense. 53
Nondefense..... 23
State and local.... 128

Change from
preceding period
(percent)

2007 2008
Y | I i
02 09 28 -03
10 09 12 -31
04 -43 -28 -141
03 -04 39 -64
14 24 07 06
119 -58 -11.5 -1.9
-62 -56 -1.7 -5.6
34 24 25 -10
85 86 185 79
10 -06 -50 -55
-27.0 -251 -13.3 -19.1
44 51 123 59
51 45 163 75
27 64 38 23
-23 -08 -73 -19
-26 -20 -71 -28
-09 55 -80 35
08 19 39 58
-05 58 66 138
-09 73 73 181
04 29 50 48
16 -03 25 14

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

are from NIPA table 1.1.10.
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Real GDP Overview

Contribution to percent
change in real GDP
(percentage points)

2007
[\

-0.2

0.67
0.03

0.59

-1.93
-0.97
0.36
0.29
0.07
-1.33

-0.96

0.94
0.53
043
0.10
0.40
0.38
0.02

0.16
-0.04
-0.04

001

0.19

0.9

0.61
-0.33
-0.08

102

-0.89
-0.86
0.26
0.30
-0.04
-1.12

-0.02

0.77
0.63
0.39
0.24
0.14
0.29
-0.15

0.38
041
034
0.06
-0.03

2008
I

28

0.87
-0.21

0.28

-1.74
-0.25
0.27
0.64
-0.37
-0.52

-1.50

2.93
154
139
0.15
139
114
0.25

0.78
0.47
0.36
on
031

Table 2. Real Gross Domestic Product (GDP) by Type of Product

[Seasonally adjusted at annual rates]

Share of
current-
dollar
GDP
(percent)
2008
1]
Gross domestic productl .............. 100.0
Final sales of domestic product 100.4
Change in private inventories.... -0.4
Goods.. 30.0
Services.. 60.5
Structures.... 94
Addenda:
Motor vehicle output............ccceene 23
GDP excluding motor vehicle output 97.7
Final sales of compuiters................ 06
GDP excluding final sales of
computers... 9294

Change from
preceding period
(percent)

2007 2008
\Y | I il
02 09 28 -03
08 09 44 -08
00 09 49 -37
13 27 17 20
-93 -101 33 -35
-25.7 -142 -338 41
07 13 40 -03
237 82 284 102
-03 08 27 -03

1]
-0.3

-2.25
-1.10
-141

0.26

-0.27
-0.83
-0.11

0.30
-0.40
-0.72

0.56-

113
0.78
0.68
0.09
0.35,
045
-0.10

115
0.97
0.86
011
0.18

Contribution to percent
change in real GDP
(percentage points)

2007
\"

-0.2
0.79
-0.96
001
0.79
-0.97

-0.86
0.69
0.14

-0.31

0.9
0.89

-0.02 -

0.29
-1.03

-0.41
128
0.05

0.82

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

are calculated from NIPAtable 1.2.5.
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2008

-1.01

384
0.17

2.66

-0.3

-0.81

0.56

-1.14

122

-0.33

0.09

-0.34

0.06

-0.31

Consumer spending turned down sharply in the third
quarter, reducing the change in real GDP by 2.25 per-
centage points. The downturn was the largest since the
second quarter of 1980. A downturn in nondurable
goods reflected downturns in food, clothing and
shoes, and “other” nondurable goods. A larger de-
crease in durable goods reflected a downturn in furni-
ture and household equipment and a larger decrease
in motor vehicles and parts. Spending for services
grew about the same rate as in the second quarter.

Nonresidential fixed investment turned down, prima-
rily reflecting a deceleration in structures.

Residential investment decreased more than in the
second quarter, subtracting 0.72 percentage point
from the change in real GDP after subtracting 0.52
percentage point.

Inventory investment turned up, adding 0.56 percent-
age point to the change in real GDP after subtracting
1.50 percentage points.

Exports slowed, mainly reflecting a deceleration in
goods exports. “Other” goods exports turned down,
and both industrial supplies and materials and nonau-
tomotive capital goods decelerated. Exports of services
slowed.

Imports decreased less than in the second quarter,
mainly reflecting a much smaller third-quarter de-
crease in petroleum and petroleum products. Imports
of services turned up.

Government 'spending picked up, mainly reflecting an
acceleration in federal defense spending. State and lo-
cal government spending slowed.

Real final sales of domestic product, real GDP less in-
ventory investment, decreased 0.8 percent, the largest
decrease since the first quarter of 1991. In the second
quarter, final sales increased 4.4 percent.

Motor vehicle output turned up, increasing 4.1 per-
cent after decreasing 33.8 percent. It added 0.09 per-
centage point to the change in real GDP after
subtracting 1.01 percentage points.

Final sales of computers slowed, increasing 10.2 per-
cent after increasing 28.4 percent.
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Prices

Table 3. Prices for Gross Domestic Purchases

The price index for gross domestic purchases in-
[Percent change at annual rates; based on seasonally adjusted index numbers (2000=100)]

creased 4.8 percent in the third quarter after increas-

Change from @"éggrlgg"ig%rg’em ing 4.2 percent in the second quarter. Food prices
p’ec(f)‘;'r"c%ﬁg”w domestic purchases prices accelerated and energy prices decelerated. Excluding
(percentage points) food and energy, gross domestic purchases prices in-
2007 2008 2007 2008 creased 3.1 percent after increasing 2.2 percent.
Consumer prices accelerated, mainly reflecting an ac-
Gross domestic purchasesL.............. 35 48 40 35 celeration in the prices of nondurable goods. Prices
Personal consumption expenditures.... 36 54 paid for gasoline, fuel oil, and other energy goods ac-
Durable goods, 0.1 0.6 celerated, prices paid for clothing and shoes turned
Nondurable goods. 6.7 103 . .
Services 28 40 up, and food prices picked up.
Gross private domestic investment...... -0.5 23 ) : B ) )
Fixed investment 0.2 29 Prices of nonresidential fixed investment accelerated,
Nonresidential 06 42 reflecting pickups in prices paid for both structures
Structures. 27 72 :
Equipment and software, o4 e and equipment and software.
Residential -2.6 -1.2
Chiange in private inventories............... Prices paid for residential fixed investment decreased
Government consumption expenditures H
and gross investment.............co..c..... 132 less than in the second quarter.
036
0.29 Prices paid by government slowed, reflecting decelera-
Nondefense... 0.06 : H H :
State and local 0% tions in prices paid by state and local government and

Addenda; by the federal government (mainly defense).

Gross domestic purchases:

43 47 61 84 041 079 Consumer prices excluding food and energy, a mea-
Energy goods and services... . %1 242 3B5 261 158 135 « 2 . . . .
Excluding food and energy.... 24 22 22 31 203 263 sure of the “core” rate of inflation, picked up, increas-

Personal consumption expenditures (PCE):
38 49 65 85
322 190 316

ing 2.9 percent after increasing 2.2 percent.

The GDP price index increased 4.2 percent in the third

Excluding food and energy. 25 23 22 29 N N i
“Market-based” PCE........ 44 37 43 56 quarter, 0.6 percentage point less than the increase in
Exdluding food and energy............... 22 21 18 26 the gross domestic purchases price index, reflecting a
Gross domestic product.............ccccveevenne 28 26 11 42

larger increase in import prices than in export prices.
(For more information about GDP prices and gross
domestic purchase prices, see FAQ 499 on BEA’s Web
site.)

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

Note. Most percent changes are from NIPA table 1.6.7; percent changes for PCE for food and energy
goods and services and for PCE excluding food and energy are calculated from index numbers in NIPA
table 2.3.4. Contributions are from NIPAtable 1.6.8.

Note on Prices

BEA’s gross domestic purchases price index is the most
comprehensive index of prices paid by U.S. residents for
all goods and services. It is derived from the prices of per-
sonal consumption expenditures (PCE), private invest-
ment, and government consumption and investment.

BEA also produces price indexes for all components of
GDP. The PCE price index is a measure of the total cost of
consumer goods and services, including durable goods,
nondurable goods, and services. PCE prices for food,
energy goods and services, and for all items except food
and energy are also estimated and reported. Because
prices for food and energy can be volatile, the price mea-
sure that excludes food and energy is often used as a mea-
sure of underlying, or “core,” inflation.

BEA also prepares a supplemental PCE price index,
the “market-based” PCE price index, which is based on
market transactions for which there are corresponding
price measures. This index excludes the prices of many
imputed expenditures, such as services furnished without
charge by financial intermediaries, that are included in
PCE and the PCE price index. BEA also prepares a mar-
ket-based price measure that excludes food and energy.
For more information about these measures, see FAQ 83
“What is the Market-Based PCE Price Index?” on BEA’s
Web site.

See also “Comparing the Consumer Price Index and
the Personal Consumption Expenditures Price Index” in
the November 2007 survey of Current Business.
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Personal Income

Table 4. Personal Income and Its Disposition
[Billions of dollars; quarterly estimates are seasonally adjusted at annual rates]

Personal income, which is only measured in current
dollars, increased $31.0 billion in the third quarter af-

Level  Change from preceding period ter increasing $228.4 billion in the second quarter. The
2008 2007 2008 sharp deceleration primarily reflected a downturn in
" v | I " personal current transfer receipts and a deceleration
) in rental income of persons. In contrast, personal in-
Personal income : : 12,2199 1417 884 2284 31.0 terest income turned up.
Compensation of emplayees,.received 8,135.6 1017 68.7 621 63.8
Wage and salary disbursements. 66232 878 525 506 546 . . -
Private industries 5451 764 349 370 398 Wage_and sa!ary dlsbursgments |qcrea§ed $54.6 pllllon
Goods-producing industries 12237 139 -05 -l14 74 after increasing $50.6 billion, primarily reflecting an
Manufacturing 749.2 68 -1.8 01 0.7 : . : :
Services-producing industries. 42614 627 B2 B/5 R4 upturn in wages and salaries of goods-producing in-
Trade, transportation, and utilities. 1,051.3 130 21 -11 20 dustries.
Other services-producing industries. 32101 495 333 395 304
Government..... 1,138.2 11.3 176 137 148 H I H HTH

Supplements to wages salaries 15124 139 162 114 9.3 Nonfa}rm pr9pr|8t0rs I_n(_:ome mcrea_sed $9.8 bl|||0rl
Proprietors’ income with IVA and CCAd 10800 100 21 52 a1 after increasing $8.9 billion. The third-quarter esti-

Farm.... 312 -03 -55 -36 6.8 mate reflected damages to uninsured business prop-

Nonfarm L0488 108 34 89 98 erty as a result of Hurricane Ike (see the addenda to
Rental income of persons with CCAdj 643 -3.2 05 195 5.7 table 4)

Personal income receipts on assets. 2,070.6 253 21 -1.8 18.3.

Personal interest income. 1,232.3 65 -181 -159 23.6' . . .

Personal dividend income... 8383 188 160 141 53 Rental income of persons decelerated, increasing $5.7
Personal current transfer receipts 18716 172 403 1482 -547 billion after increasing $19.5 billion. Much of the de-
Less: Contributions for government social insurance 1,002.2 93 169 48 5.2 . . - .

LESS Personal CUITeNt taxes................rvvveeveneerevennns 14875 189 145 -180.9 1334 celeration reflected damage.s to uninsured residential

EcpBS: Disposable personal income: 107324 1227 740 4093 -102.4 property as a result of Hurricane Ike (see the addenda

Less Personal outlays....... 105927 1272 957 1383 545 to table 4).

E01HS Personal saving. 1397 -44 -21.8 2760 -156.9

Adlde”dai SPGCia' factofsdiﬂsgﬂ_sona' income Personal income receipts on assets turned up, increas-
N governmen les an aries: N - . -

,%ederd pay:',;?fe 81 00 78 03 00 ing $18.3 billion after decreasing $1.8 billion. The up-
| R?j:tfvistS’ Da);rusaj : 74 00 62 06 06 turn reflected an upturn in personal interest income.
n private wages aries:

SHIKES. ... rvvvvvvveeevesse s 04 00 00 00 -04 .

In supplements to wages and salaries: Personal current transfer receipts turned down, de-

Employer contributions for social insurance.......... 27 0.0 27 0.0 0.0 H Th : : ATH
In nonfarm proprietors' incomme: creasing $54.7 b||_||on,_after increasing $148.2 b|I_I|oq.

29 00 00 00 -29 The downturn primarily reflected the rebates to indi-
89 00 00 00 -89 viduals made in the second quarter. However, the
: third-quarter receipts were boosted by payments to

Social security retroactive payments.................... 00 23 -23 0.0 00 individuals f he | f I d

Cost-of-living adjustments under federal transfer individuals for the loss of personal property and emer-

programs ................ 155 0,0 155 0.0 0.0 gency unemployment Compensation (See the addenda

Emergency unemployment compensation.. 137 00 00 00 137

Disasters 90 00 00 00 90 to table 4).

Economic Stimulus Act of 2008 rebate payments.... 44 00 00 1123 -107.8
In contributions for government social insurance: -

Increase in taxable wage base..................ccooo.n.. 5.7 0.0 57 00 00 Personal current t'axes turned up sharply, fOI_IOWI_ng

Changes in premium for supplementary mediical the large decrease in the second quarter that primarily

INSUFANCE. ...t 25 0.0 25 0.0 0.0 l d th d b h
In personal current taxes: reflected the second-quarter rebate payments that

Federal tax law changes 41 00 -41 00 00 were treated as an offset to taxes.

Refunds, settiements, and other. . 6.7 0.0 6.7 0.0 0.0

Economic Stimulus Act of 2008 rebate payments.... -57.0 0.0 0.0 -199.3 1423

Note. Dollar levels are from NIPAtables 2.1 and 2.2B.
IVA Inventory valuation adjustment

CCAdj Capital consumption adjustment

The Effects of Natural Disasters on Personal Income
Natural disasters, like hurricanes, affect personal and business
income and trigger payments of insurance benefits. BEA esti-
mates of the affected net income flows are included in its esti-

mates of proprietors’ income,

rental

income of persons,

corporate profits, and business current transfer payments. For
estimates of damages and insurance settlements from Hurri-
cane lke, see FAQ 57 on BEA’s Web site.

Chart 2. Personal Saving Rate

Seasonally adjusted annual rates

US Breaud EioonicAslyas
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Source Data for the Advance Estimates

Table 5. Monthly Advance Estimates of Key NIPA Components Based on Partial Data, 208111

[Billions of dollars, seasonally adjusted at annual rates]

Private fixed investment:
Nonresidential structures:

Value of new nonresidential construction put in place.............cc.coeeee

Equipment and software:

Manufacturers’ shipments of complete aircraft...........cccocvviiiiiiinies

Residential structures:
Value of new residential construction put in place:
Single family
Multifamily

Change in private inventories:
Change in inventories for nondurable manufacturing

Change in inventories for merchant wholesale and retail industries other tl
vehicles and eqUIPMENt.........c.ccoviiiiiiiiiii i

Net exports:2

Exports of goods:
U.S. exports of goods, international-transactions-accounts basis....
Excluding gold

Imports of goods:
U.S. imports of goods, international-transactions-accounts basis....
Excluding gold
Net exports of goods....
Excluding gold

State and local government structures:

Value of new construction put in place...........ccooereiniiiiniiiinicnecieses

1 Assumption.
2. Nonmonetary gold is included in balance-of-payments exports and im-

2008
April May June July August  Sept.1
........................... 400.2 412.8 4240 4193 416.0 4156
.......................... 41.6 45.9 41.9 41.9 47.9 14.0
203.6 198.2 1914 1847 176.9 168.4
44.3 45.8 45.7 46.6 44.6 42.4
-24.0 20.1 49.2 4.6 103  -42.0
han motor
.......................... 80.0 39.8 54.6 91.3 31.7 -8.2
1,332.0 1,395.1 1,450.0 1,411.7 1,337
1,312.7 1,381.8 1,427.8 1,400.4 1,309.5
2,197.3 2,250.3 2,339.4 22625 2,167.9
2,187.7 2,240.8 2,325.9 2,255.6 2,151.9
-865.3 -855.2 -889.4 -850.8 -836.2
-875.0 -859.0 -898.1 -855.1 -842.5
.......................... 2789 2815 2833 2862 2885 2873

ports, but it is not used directly in estimating exports and imports in the
national income and product accounts.

Summary of the Source Data for the Advance Estimates of GDP

The advance estimates of many components of GDP are
based on 3 months of source data, but the estimates of
some components are based on only 2 months of data. For
the following items, the number of months for which data
are available is shown in parentheses.

Personal consumption expenditures: Sales of retail stores
(3), unit auto and truck sales (3), and consumers’ shares
of auto and truck sales (2);

Nonresidential fixed investment: Unit auto and truck
sales (3), construction spending (value put in place) (2),
manufacturers’ shipments of machinery and equipment
other than aircraft (3), shipments of civilian aircraft (2),
and exports and imports of machinery and equipment
(2);

Residential investment: Construction spending (value
put in place) (2), single-family housing starts (3), sales of
new homes (3), and sales of existing houses (3);

Change in private inventories: Trade and nondurable-
goods manufacturing inventories (2), durable-goods
manufacturing inventories (3), and unit auto and truck
inventories (3);

Net exports ofgoods and services: Exports and imports of
goods and services (2);
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Government consumption expenditures and gross invest-
ment: Federal outlays (3), state and local government con-
struction spending (value put in place) (2), and state and
local government employment (3);

Compensation: Employment, average hourly earnings,
and average weekly hours (3);

GDP prices: Consumer price indexes (3), producer price
indexes (3), and values and quantities of petroleum
imports (2).

Effects of Hurricane lke on economic activity

During the third quarter, Hurricane lke struck the Gulf
Coast region, especially impacting coastal Texas and Loui-
siana. Because the effects of storms are not separately
identified in BEA’ source data, it is not possible to esti-
mate their overall effect on GDP, but their impact is
included in the GDP estimates. In particular, disruptions
to oil and gas extraction and to petroleum and petro-
chemical production are reflected in BEA’s estimates for
inventory change in the nondurable manufacturing and
wholesale trade industries. For more information, see also
FAQ 55 “How is GDP Affected by a Disaster?” on BEA’
Web site.
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Newly Available NIPA Tables

As part of the 2008 annual revision of the
national income and product accounts (NIPAs),
this report presents NIPA tables 7.20 and 2.9.

The August 2008 Survey includes most of the
revised NIPA tables. It also includes an article that
summarizes the results of the annual revision and
describes changes in the data and methods used to
prepare the estimates.

The September issue presented newly available

NIPA tables3.15.1-3.15.6, 3.16, 3.17, 5.9, and
7.15. Tables 3.18B, 3.19-3.21, 8.3, and 8.4 appeared
in the October issue. The presentation of tables 7.20
and 2.9 in this issue completes the publication of
the set of NIPA tables from the 2008 annual revi-
sion.

The NIPA tables published in the August, Sep-
tember, and October issues and in this issue are
available on BEA’s Web site at www.bea.gov.

Table 7.20. Comparison of Income and Outlays of Nonprofit Institutions Serving Households
With Revenue and Expenses as Published by the Internal Revenue Service
[Billions of dollars]

Line 2004 2005 2006 2007
Revenue of nonprofit institutions, IRS ! 1 1,495.6
Less: Nonprofit revenue recorded by the IRS not included in nonprofit institution income and receipts from sales .. 2 5216
Capital gains or losses. 3 619
Adjustment for different accounting periods.. 4 16.1
Nonresident iNSttUIONS ......cc..oevvreerin 5 11.4
Government hospitals and schools 2. 6 125.7
Other out-of-scope activity 2 7 2425
Transfer receipts from nonprofit |nst|tu1|ons L 8 64.0
Plus: Nonprofit institution income not recorded by the IRS..........cccoc oo 9 419
Religious organizations 10 M8
Other organizations ........ 1 2.1
Other accounting differences 12 20
Equals: IRS-derived nonprofit institution income and recelpts from sales 13 1,015.9 1,096.5
Nonprofit institution income, NIPAs 7 14 2725 296.2 3077, 3140
Plus: Receipts from sales of goods and services by nonprofit institutions, NIPAS 3 15 619.7 662.2 7000 7364
Equals: BEA-derived nonprofit institution income and receipts from sales.. 16 892.3 9584 1,007.8, 1,050.3
Gap, IRS less BEA nonprofit institution income and receipts from sales. 17 123.6 138.2
Expenses of nonprofit institutions, IRS ' . . 18 1,362.8 1,455.3
Less: Nonprofit institution expenses recorded by ot included in nonprof
transfer payments.........c..cc.... 19 4448 480.5
Adjustment for different accounting period: 20 115
Nonresident institutions ..............coce... 21 10.0
Government hospitals and schools 2. 22 131.9
Other out-of-scope activity 3.............. 23 236.0
Transfer payments to nonprofit institutions * 24 64.0
Capital consumption adjustment ° 25 -8.6
Plus: Nonprofit institution gross consumption expen itures and current transfer payments not recorded by the IRS... 26 337
Religious organizations °....... 27 40.9
Other organizations . 28 2.0
Adjustment for other accounting diffErENCES T0........oiii s e s e 29 9.1 1.
Equals: IRS-derived nonprofit institution gross consumption expenditures and current transfer payments 30 951.8| 11,0110 | Lo
Nonprofit institution gross consumption expenditures, NIPAs ' 3 799.4 844.1 900.7 952.0
Plus: Nonprofit institution current transfer payments, NIPAs 2........... 32 70.8 716 74.9 80.2
Equals: BEA-derived nonprofit institution gross consumption expenditures and current transter payments 33 870.2 915.7 975.6| 1,032.2
Gap, IRS less BEA nonprofit institution gross consumption expenditures and current transfer payments .. 34 816 95.2| ..o

1. For 1996, includes an adjustment to account for some classes of tax-exempt institutions not included in
the IRS statistics.

2. Primarily reflects adjustment for differences between IRS and BEA in sector definitions and in treatment
of scholarships and fellowships.

3. Includes activities of nonprofit institutions serving business, unrelated sales, secondary sales, and sales
to business, government, and the rest of the world.

4. Inciudes grants and ailocations made by nonprofit institutions that indirectly support households through
the support of other nonprofit institutions, plus their payments to affiliates.

5. Reflects partial coverage in the IRS statistics.

6. Consists of imputed interest received for depositor and insurance services, net insurance setilements,
and capital consumption adjustment for rental income.
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7. Estimates of income and outlays of nonprofit institutions serving households are provided in table 2.9.

8. Equals table 2.9, line 64.

9. IRS-reported capital consumption allowance less BEA-estimated consumption of fixed capital for struc-
tures and for equipment and software of nonprofit institutions serving households.

10. Consists primarily of services furnished without payment by financial intermediaries except life insur-
ance carriers for depositor and insurance services, less expenditures for computer software investment.

11. Equals table 2.9, line 58.

12. Equals table 2.9, line 70.

IRS Internal Revenue Service

NIPAs National income and praduct accounts
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Table 2.9. Personal Income and Its Disposition by Households and by Nonprofit Institutions Serving Households
[Biliions of dotlars]

Lne| 2004 2005 2006 2007

Personal inCoOMe............ccccocoriiicnsne s 1 9,727.2 10,269.8 10,993.9 11,663.2
Compensation of employees, reCeived .............ccoivererivrriicenniciicreiieenes s 2 6671.4 70258 74326 78186
Proprietors’ income with inventory valuation and capital consumption adjustments 3 911.6 959.8 1.014.7, 1,056.2
Rental income of persons with capital consumption adjustment 4 1184 408 443 40.0
Personal income receipts on assets...............corvrrrrn: 5 1,432.1 1,596.9 1,824.8 2,000.1

Personal interest iNCOMe............occvvvviineceieccccccnnninnnns 6 895.1 1,022.0 1,1254 1,214.3
Personal dividend income . 7 537.0 5749 699.4 785.8
Personal current transfer receipts 8 1,422.5 1,520.7 1,603.0 1,713.3
Government social benefits t0 PETSONS ... inriurnnnsesseronmrisssees e ] 1,396.1 14819 1,578.1 1,681.4
Other current transfer receipts, from business (net) 10 26.4 38.8 249 319
Less: Contributions for government social insurance.... 1 828.8 8743 9255 965.1

Less: Personal currenttaxes .............c.ccomvrrvrvrnesinnns e L 12 1,046.3 1,207.8 1,353.2 1,492.8

Equals: Disposable personal i wf 13 8,680.9 9,062.0 9,640.7 10,170.5

Less: Py DOURIAYS ... et sers sttt 14 8,499.2 9,029.5 9,570.0 10,1131

Personal consumption expenditures ................oovrvevemrevsininenessiemresssnnessenes 15 8,195.9 8,604.1 9,207.2 9,710.2
Personal interest payments ........ 16 191.3 215.0 2354 265.4
Personal current transfer payments 17 11241 120.4 1274 1375

To government .. . 18 68.9 725 76.2 812

To the rest of the World (NBt) ............occvmmeerierericnnnnmmsicsscermsssirenns 19 431 479 511 56.3

Equals: Personal saving............ 20 1817 325 70.7 574
Personal saving as a percentage of disposable personal INCOME................cccccoirrmnrivimmmmeceissssccsnnnscccrseens e 21 2.1 0.4 07 0.6

Household INCOME .............cooimiiconnieenimcrciirenns 22 9,720.7 10,248.6 10,971.7 11,642.0
Compensation of employees TECEIVEL ....ooooiceritivsscceennecns s e e et s 23 6,671.4 7,025.8 7.432.6 7,8186
Proprietors’ income with inventory valuation and capital consumption adjustments....... 24 9116 959.8 1,014.7 1,056.2
Rental income of households with capital consumption adjustment ........... 25 116.2 38.9 421 377
Household income recmpts on assets . T 26 1,394.7 1,551.8 1,774.0 1,949.2

HOUSENOIA INETESE INCOME ......oueiiivvicrirenriinieesis e e s nt s b et 27 872.7 995.7 1,095.2 1,183.3
Household dividend income . e | 28 522.0 556.2 678.9 765.9
Household current transfer receipts....... 29 14556 1,546.6 1,633.7 1,745.4
Government social benefit . .| 30 1.377.9 1,463.3 1,558.6 1,660.9
FrOm bUSINESS (NE1) ......ovvvvrrivmreeresiecceieneesenns e . | 16.2 234 12.1 18.8
From nonprofit institutions 2. .| 32 615 59.9 63.0 657
Less: Contributions for government social insurance 33 828.8 8743 925.5 965.1

Less; Household current taxes. e et s 34 1,046.3 1,207.8 1,353.2 1,492.8

Equals: Disposable household income ...... 35 8,674.4 9,040.8 9,618.5 10,1493

Less: Household outlays...............cccooeecrvernne ) 8,514.8 9,051.0 9579.9 10,1100

Household cansumption expendifures ..o srernecnnis .| 37 8,016.3 8,512.2 9,006.5 9,494 .5
Purchases from business and gOVEIMMENT. ............c.uuireeerirrimemmmeeecismns i ssssss s 38 7.396.5 7.850.0 8,306.5 8,758.1
Purchases from nonprofit institutions 2 39 619.7 662.2 700.0 7364

Household interest PAYMENES T.........ccocvrmriimmeeemmmnane s s s sss s s 40 101.3 2150 2354 265.4

Household transfer payments 41 307.2 3238 338.0 350.1
To government ...... . 42 68.5° 719 755 80.5
To the rest of the world (net) ... 43 3431 36.8 39.9 42.6
To nonprofit institutions * 44 2045 215.1 222.5 2271

Equals: Household saving 45 159.6 -10.2 38.6 39.3

Household saving as a percentage of household disposable i 46 18 ~0.1 04 04

Nonprofit institution income 47 2725 296.2 307.7 314.0
Rental income of nonprofit institutions with capital consumption adjustment .. . 48 22 2.0 2.1 24
Nonprofit institution INCOME rECEIPLS ON ASSELS..............corierrieemrree st reees s cssass b 49 374 45.0 50.8 50.9

Nonprofit institution interest income......... [T 50 223, 263 303 310
Nenprofit institution dividend income 51 151! 187 205 19.9
Nonprofit INSHUION traNSIEE TECEIDIS .. ... vrrerrrrscsrc sttt st s 52 2329 249.1 254.8 260.6
From government...... 53 18.2 18.6 19.5 205
From business (net} .. 54 10.2 15.4 12.8 13.1
FrOM NOUSBROIAS “............oiiie ettt v sb s bt b st s eents s nen 55 204.5 2151 2225 2271
Less: Nonprofit institution outlays... OO SO 56 2504 2536 275.6 295.8
Final consumption expenditures profit institutions ............ 57 179.6 181.9 200.7 2167
Nonprofit institution gross consumption expenditures 58 799.4 844.1 900.7 952.0
Medical care.. 59 464.1 497.6 5314 567.7
BECTBALION. ......oooiv et s s b s s 60 28.2 29.5 320 327
Education and research 61 1203 127.1 134.2 1417

Religious and welfare activities 62 163.8 166.1 1777 1832

Personal business ... 63 29 238 25.2 26.7

Less: Receipts from sales of goods and services by nonprofit institutions 2. 64 619.7 662.2 700.0 736.4
Medical care.. 65 4540 488.2 516.6 5444
Recreation..... 66 22.0 23.3 25.1 26.3
Education and research..............ccovveeeeennsrvenns .| 67 68.5 73.0 76.5 806

Religious and welfare activities....... .| 68 54.1 56.1 59.0 61.5

PEISONEL BUSINESS. ..........ocourerevenssss s neeccanstr e sesaees e s b e .| 69 2111 216 228 235

Nonprofit institution current transfer payments...... 170 708 716 749 80.2
To GOvVernment &.............coevcvcveriene M| 05 0.6 0.7 0.7
To the rest of the world (net) ........... . 72 89 11.0 11.2 13.8
To households 2.......... et 73 61.5 59.9 63.0 65.7

Equals: Nonprofit institution saving ........... . 74 221 426 321 18.1

Nonprofit institution saving as a percentage of nonprofit income and receipts from sales ... 75 25 44 3.2 1.7

Addenda: !

Nonprofit institution income included in PErsonaliNCOME 7.........c.. e ireernmiririrsisssssiseesees st sees o ssesss s 76 68.0 81.1 85.2 86.9

Transfer payments between nonprofit inStUONS 2. v | 77 640 878 730 80.6

Nonprofit institution income and receipts from Sales................crvemencecsicciireeies 78 8923 958.4 1,007.8 1,050.3

1. Consists of nonmortgage interest paid by households. 6. Consists of excise taxes paid by nonprofit institutions serving households.

2. includes benefits paid to members, specific assistance to individuals, and grants and allocations. 7. Consists of rental income of nonprofit institutions (line 48), income receipts on assets (line 49), fransfer
3. Excludes unrelated sales, secondary sales, and sales to business, government, and the rest of the receipts from government (line 53), and transfer receipts from business (line 54,

world; includes membership dues and fees. 8. Includes grants and allocations made by nonprafit institutions that |nd|rect1y support households through
4. Includes individual contributions and bequests from househoids. the suppart of other nonprofit institutions, pius their payments to affiliates.

5. Expenditures are net of unrelated sales, secondary sales, and sales to business, government, and the Nore, Estimates in this table exclude nonprofit institutions serving business and government.

rest of the world.
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Updated Summary of NIPA Methodologies

The Bureau of Economic Analysis (BEA) has recently
improved its estimates of current-dollar gross domestic
product (GDP), current-dollar gross domestic income
(GDI), and real GDP as part of the 2008 annual revision
of the national income and product accounts (NIPAs).!
The sources of data and the methodologies that are now
used to prepare the NIPA estimates are summarized in
this report.?

Current-dollar estimates of GDP and GDI

The current-dollar estimates of GDP and GDI for 2007
are presented in table 1. The components and subcompo-
nents of GDP and GDI are listed according to the estima-
tion method used by BEA (column 1). Information about
the sources of data and the methods that are used to pre-
pare the estimates for the comprehensive benchmark
revisions and for the annual revisions in nonbenchmark
years are also presented, and the major differences
between the data and the methods used in benchmark
revisions and those used in the annual revisions are noted
(column 2). For example, for “most durable and nondu-
rable goods” in personal consumption expenditures
(PCE) (the first item in table 1), the table indicates that
one methodology (commodity flow) is used to prepare
estimates for benchmark years, and another methodol-
ogy (retail control) is used to prepare the estimates for all
the other years.

Additionally, information about the advance quarterly
estimates, which are prepared about a month after the
end of the quarter, are presented (column 3). Informa-
tion about the advance quarterly estimates rather than
about the preliminary or final quarterly estimates are
provided because more attention tends to be focused on
this “first look” at the estimate for a quarter. Only the
source data and methods are listed; the number of
months of available source data or whether the source
data will be revised by the source agency are not listed.’

1. The concepts and methodologies that underlie the NIPAs are subject to
periodic improvements as part of the comprehensive and annual NIPA
revisions, and these improvements are described in a series of articles in the
Survey or Current Business; for a list of these articles, see appendix B at the
back of this issue. See also Eugenc P. Seskin and Shelly Smith, “Annual Revi-
sion of the National Income and Product Accounts,” SUrvey 88 (August
2008): 6-22.

2. For descriptions of the fundamental concepts, definitions, classifica-
tions, and accounting framework that underlie the NIPAs and of the gen-
eral sources and methods that are used to prepare the ecstimates, see
Concepts and Methods of the U.S. National Income and Product Accounts on
BEA’s Web site at www.bea.gov/national/pdf/NIPAhandbookch1-4.pdf.

3. For information on the key monthly source data, see “GDP and the
Economy” in the Survey.

Source data

The source data include a variety of economic measures,
such as sales or receipts, wages and salaries, unit sales,
housing stock, insurance premiums, expenses, interest
rates, mortgage debt, and tax collections.

For most components, the estimates are derived from
source data that are “value data”: They encompass both
the quantity data and the price data required to prepare
current-dollar estimates. For these components, the value
data are adjusted to derive estimates that are consistent
with NIPA definitions and coverage (see table 1).

For the estimates that are not derived from value data,
the sources of the quantity and price data that are used to
prepare value estimates are indicated, and the major
adjustments that are needed to derive estimates that are
consistent with NIPA definitions and coverage are speci-
fied.

For the current-dollar estimates of GDP, a “physical
quantity times price” method is used for several compo-
nents. For example, the annual estimate of expenditures
on new autos in a nonbenchmark year is calculated as
unit sales times expenditure per auto (the average trans-
actions price that reflects all discounts and customer
rebates).

For the current-dollar estimates of GDI, two methods
are used for several components—an “employment times
earnings times hours” method and variations of a “stock
of assets/liabilities times an effective interest rate”
method.

Some of the source data are used as indicators to inter-
polate or extrapolate annual estimates. In some cases,
extrapolation and interpolation may be based on trends;
in that case, the use of “judgmental trend” is indicated.*

Estimation methods

In some cases, BEA also uses four methods to estimate
values: The commodity-flow method, the retail control
method, the perpetual inventory method, and the fiscal
year analysis method.

The commodity-flow method involves estimating val-
ues based on various measures of output. For example,
the estimates of personal expenditures on new autos in
benchmark years are based on data on manufacturers’
shipments from the Census Bureau, and BEA adjusts the
data for imports and exports. In general, this method is
used to derive estimates of various components of PCE,
equipment and software, and of the commodity detail for
state and local government consumption expenditures

4. For a few components, the final quarterly estimates are based on newly
available source data that replace judgmental trends.
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and gross investment.* An abbreviated form of this
method is used to prepare estimates of equipment and
software in nonbenchmark years, and an even more
abbreviated form is used to prepare the current quarterly
estimates of equipment and software.

The retail control method uses retail sales data, usu-
ally compiled by the Census Bureau, to estimate expendi-
tures.® It is used to prepare estimates of many
subcomponents of durable and nondurable goods in
nonbenchmark years.

The perpetual inventory method is used to derive
estimates of fixed capital stock, which are used to esti-
mate consumption of fixed capital. This method is based
on investment flows and a geometric depreciation for-
mula.’

The fiscal year analysis method is used to estimate
annual and quarterly estimates of consumption expendi-
tures and gross investment by the Federal Government.
The estimates of expenditures are calculated by program,
that is, by activity for a single line item or for a group of
line items in the Budget of the U.S. Government. For most
programs, BEA adjusts budget outlays so that they con-
form to the NIPAs and classifies the expenditures in the
appropriate NIPA category—such as current transfer
payments and interest payments—with nondefense con-
sumption expenditures and gross investment that are
determined residually. When a fiscal year analysis is com-
pleted, the detailed array of NIPA expenditures by pro-
gram and by type of expenditure provides a set of control
totals for the quarterly estimates.®

International transactions accounts

The source data for the foreign transactions that are
reflected in most NIPA components—such as net exports
of goods and services, net income receipts and rest-of-
the-world corporate profits—are from the international
transactions accounts (ITAs) that are prepared by BEA.°

5. For additional information on the commodity-flow method, see “Esti-
mating Methods” in Concepts and Methods of the U.S. National Income and
Product Accounts at www.bea.gov/national/pdf/NIPAhandbookch1-4.pdf
(July 2008): 4—8—4-9.

6. See “Estimating Methods,” 4-9.

7. For additional information, see “Estimating Methods,” 4-11

8. For details, see the methodology paper Government Transactions at
www.bea.gov/bea/mp.htm.

9. See The Balance of Payments of the United States: Concepts, Data
Sources, and Estimating Procedures at www.bea.gov/bea/mp/htm. Improve-
ments in methodology are usually introduced as part of annual ITA revi-
sion; see Christopher L. Bach, “Annual Revision of the U.S. International
Transactions Accounts” SurvEy 88 (July 2008): 36-52.
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As noted in table 1, for some NIPA components, the ITA
estimates are adjusted to conform to NIPA concepts and
definitions. For the annual estimates of these adjustments
and their definitions, see NIPA table 4.3B in the August
2008 Survey or CUrreNT Busingss (page 109); for summary
quarterly estimates, see the reconciliation table in appen-
dix A in the Survey.

Reconciliation tables. In preparing the annual esti-
mates of several components of GDI, BEA adjusts the
source data to conform to the NIPA concepts and cover-
age. For each subcomponent, an annual NIPA table rec-
onciles the value published by the source agency with the
NIPA value published by BEA, and the adjustments are
listed. Reconciliation tables for the following subcompo-
nents were published in “National Income and Product
Accounts Tables” in the August 2008 SurvEy: consump-
tion of fixed capital in table 7.13; nonfarm proprietors’
income in table 7.14; corporate profits in table 7.16; net
monetary interest in table 7.17; and wages and salaries in
table 7.18.

Real estimates of GDP

BEA uses three methods to estimate real GDP: The defla-
tion method, the quantity extrapolation method, and the
direct valuation method. These methods and the source
data that are used are presented in table 2.

The deflation method is used for most components of
GDP. The quantity index is derived by dividing the cur-
rent-dollar index by an appropriate price index that has
the base year—currently 2000—equal to 100. The result
is then multiplied by 100.

The quantity extrapolation method uses quantity
indexes that are obtained by using a quantity indicator to
extrapolate from the base-year value of 100.

The direct valuation method uses quantity indexes
that are obtained by multiplying the base-year price by
actual quantity data for the index period. The result is
then expressed as an index with the base year equal to
100.

The subcomponents in table 2 are the same as those
shown in table 1, but the detail differs to highlight the
alternative methodologies that are used to calculate the
real estimates.'?

10. For rcal estimates, the distinction between annual and quarterly
methodologies is less important than it is for the current-dollar estimates.
For the relatively few cases in which the annual and quarterly source data
differ, the major differences are noted.

Tables 1 and 2 follow.
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10 Summary NIPA Methodologies November 2008
Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues
Annual estimates: Advance quarterly estimates:
Component Source data and methods used to determine level for benchmark | Source data and methods used

and other years or used to prepare an extrapolator or interpolator

to prepare an extrapolator

Gross domestic product of $13,807.5 billion for 2007

Personal consumption expenditures ($9,710.2 billion)
Durable and nondurable goods ($3,915.8 billion)"

Most durable and
nondurable goods except
those listed below
($3,193.0 billion) 2

New autos ($102.0 billion)

Net purchases of used
autos and used light
trucks ($121.2 billion)

New light trucks (including
utility vehicles) ($138.3
billion)

Gasoline and oil ($340.6
billion) 2

Food furnished to
employees (including
military) ($14.7 billion)

Expenditures abroad by
U.S. residents ($9.1
billion) less personal
remittances in kind to
nonresidents ($3.1 billion)

See the footnotes at the end of the table.
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Benchmark years. Commodity-flow method, starting with
manufacturers’ shipments from Census Bureau quinquennial census
and including an adjustment for exports and imports from Census
Bureau foreign trade data.

Other years. Retail-control method, using retail sales from Census
Bureau annual survey of retail trade or, for the most recent year,
monthly survey of retail trade.

Benchmark years. Commodity-flow method, starting with
manufacturers’ shipments from Census Bureau quinquennial census
and including an adjustment for exports and imports from Census
Bureau foreign trade data.

Other years. Physical quantity purchased times average retail price:
Unit sales, information to allocate sales among consumers and other
purchasers, and average list price with options, all from trade
sources. Transportation charges, dealer discounts, and rebates from
Bureau of Labor Statistics (BLS) monthly survey of auto sales prices.
Sales tax rate from Census Bureau annual survey of retail trade.

Benchmark years. For net transactions, residual based on net sales by
other sectors. For dealers’ margin, retail sales from Census Bureau
quinguennial census and margin rate from Census Bureau annual
survey of retail trade.

Other years except the most recent year. For net transactions, change
in consumer stock of autos from trade sources. For dealers’ margin,
for franchised dealers, unit sales and sales price from trade sources
times margin rate for independent dealers from Census Bureau
annual survey of retail trade; for independent dealers, margin from
Census Bureau annual survey of retail trade.

Most recent year. For net transactions, same as other years except the
most recent. For dealers’ margin, for franchised dealers, unit sales
and sales price from trade sources; for independent dealers, sales
from Census Bureau monthly survey of retail trade.

Benchmark years. Commodity-flow method, starting with
manufacturers’ shipments from Census Bureau quinquennial census
and including an adjustment for exports and imports from Census
Bureau foreign trade data.

Other years. Physical quantity purchased times average retail price:
Unit sales, information to allocate sales among consumers and other
purchasers, and average transactions prices that reflect all discounts
and customer rebates, all from trade sources. Sales tax rate from
Census Bureau annual survey of retail trade.

Benchmark years. Physical quantity purchased times average retail
price: Gallons consumed from the Department of Transportation;
information to allocate that total among consumers and other
purchasers from Federal agencies and trade sources; average retail
price from the Energy Information Administration (EIA).

Other years except the most recent year. Same as benchmark years.

Most recent year. Physical quantity purchased times average retail
price: Gallons consumed and average price from EIA.

Benchmark years. For commercial employees, number of employees
of relevant industries from BLS tabulations times BEA estimate of per
capita expenditures for food; for military personnel, outlays from the
Budget of the United States prepared by the Office of Management
and Budget (OMB).

Other years. Same as benchmark years except per capita
expenditures for food based on BLS consumer price index (CP1) for
food.

Estimated as part of the international transactions accounts; see the
entry for exports and imports of services under net exports of goods
and services.

Same as the annual estimates
for other years.

Same as the annual estimates
for other years.

For net transactions,
extrapolated by retail sales of
used vehicle dealers from
Census Bureau monthly
survey of retail trade. For
dealers’ margin, judgmental
trend.

Same as the annual estimate
for other years.

Same as the annual estimate
for the most recent year.

For commercial employees,
same as the annual estimates
for other years; for military
personnel, judgmental trend.

Judgmental trend.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues

Component

Annual estimates:
Source data and methods used to determine level for benchmark
and other years or used to prepare an extrapolator or interpolator

Advance quarterly estimates:
Source data and methods used
to prepare an extrapolator

‘Services ($5,794.4 billion)

Nonfarm dwellings: Space
rent for owner-occupied
dwellings and rent for
tenant-occupied
dwellings ($1,362.4
billion)

Rental value of farm
dwellings ($15.2 billion)

Motor vehicle repair, rental,
and other services; other
repair services; other
purchased intercity
transportation; legal and
funeral services; barber-
shops, beauty parlors,
and health clubs; nursing
homes; laundries;
employment agency fees;
accounting and tax return
preparation services;
recreation (except cable
TV, parimutuel net
receipts, lotteries, and
computer online
services); hotels and
motels; commercial
business, trade, and
correspondence schools;
educational services not
elsewhere classified;
research organizations
and foundations ($991.0
billion)

Physicians, dentists, home
health care, medical
laboratories, eye
examinations, all other
professional medical
services ($744.8 billion)

Private nursery schools,
elementary and
secondary schools, day
care, museums and
libraries, welfare
activities, political
organizations,
foundations, and trade
unions and professional
associations ($263.1
billion)

Financial services
furnished without
payment by banks, other
depository institutions,
and investment
companies ($227.6
billion) 2

See the footnotes at the end of the table.
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Benchmark years. Based on data on housing stock and average
annual rent from Census Bureau decennial census of housing and
survey of residential finance, adjusted for utilities included in rent.

Other years. Based on data on housing stock and average annual rent
from Census Bureau biennial housing survey or on the number of
housing units from Census Bureau monthly current population survey
and BLS CPI for rent.

U.S. Department of Agriculture (USDA) data on gross rental value of
farm dwellings.

Benchmark years. Receipts and expenses from Census Bureau
quinquennial census adjusted for receipts from business and
governments.

Other years. For educational services not elsewhere classified and
foundations, BLS tabulations from the Quarterly Census of
Employment and Wages (QCEW); for others in this group, receipts
and expenses from Census Bureau service annual survey.

Benchmark years. For nonprofit professional services, expenses, and
for others in this group, receipts, adjusted for government
consumption, all from Census Bureau quinquennial census.

Other years. Receipts and expenses, adjusted for government
consumption, from Census Bureau service annual survey.

Benchmark years. For elementary and secondary schools, expenses

from the Department of Education; for nursery schools and day care, |

expenditures from BLS consumer expenditure survey; for others in
this group, receipts and expenses from Census Bureau quinquennial
census.

Other years. For nursery schools and day care, same as benchmark
years; for welfare activities, receipts and expenses from Census
Bureau service annual survey; for others in this group, BLS
tabulations from the QCEW.

See the entry for banks, credit agencies, and investment companies
under net interest and miscellaneous payments.

For housing stock, judgmental
trend; for average rent, BLS
CPI for rent.

Judgmental trend.

For nursing homes, research
organizations and
foundations, employment
agency fees, and clubs and
fraternal organizations, wages
and salaries derived from BLS
monthly employment times
earnings times hours; for
commercial business, trade,
and correspondence schools,
and for education services not
elsewhere classified,
employment times BLS CPI
for technical and business
school tuition and fees; for
legitimate theaters and motion
pictures, receipts from trade
sources; for radio and TV
repair, number of TVs based
on stock and sales from trade
source times BLS CPI for
video and audio; for hotels
and motels, rooms rented
times average price per room
from trade source; for casino
gambling, receipts from state
agencies; for others in this
group, judgmental trend.

For home health care, wages
and salaries derived from BLS
monthly employment times
earnings times hours; for
others in this group,
judgmental trend.

For political organizations and
foundations, judgmental trend;
for elementary and secondary
schools, employment times
BLS CPI for all items less food
and energy; for others in this
group, wages and salaries
derived from BLS monthly
employment times earnings
times hours.

Judgmental trend.
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Component

Summary NIPA Methodologies

Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues

Anﬁual estimates:
Source data and methods used to determine level for benchmark
and other years or used to prepare an extrapolator or interpolator

November 2008

Advance qdéirterly estimates:

Source data and methods used
to prepare an extrapolator

Brokerage charges and
investment counseling,
bank service charges,
intercity transportation
except “other,” and
private higher education
($342.4 billion)

Domestic service ($22.4
billion)

Public education and
hospitals, water and
other sanitary services,
and lotteries ($299.5
billion)

Insurance, private
hospitals, religious
activities, cable TV,
electricity, natural gas,
telephone, and local
transport ($1,378.5
billion)

See the footnotes at the end of the table.
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All years except the most recent year. For private higher education,
expenses, and for others in this group, receipts from annual reports of
government administrative agencies.

Most recent year. For brokerage charges, bank service charges, and
intercity transportation, receipts from annual reports of government
administrative agencies; for investment counseling, receipts from
Census Bureau service annual survey; for private higher education,
enroliment from the Department of Education times price index for
higher education from trade source.

Benchmark years. For cleaning services, receipts from Census Bureau
quinquennial census; for other domestic services, number of workers
times weekly hours times earnings from BLS.

Other years. Number of workers times weekly hours times earnings
from BLS.

All years except the most recent year. For lotteries, net receipts from
Census Bureau quinquennial census and annual surveys of state and
local governments, adjusted to a calendar year basis from a fiscal
year basis; for others in this group, receipts from the same sources.

Most recent year. Judgmental trend.

Benchmark years. For life insurance, expenses from trade sources; for
medical and hospitalization insurance, premiums from the Agency for
Healthcare Research and Quality and benefits based on ratio of
benefits to premiums from Census Bureau quinquennial census; for
other insurance, premiums and dividends to policyholders from trade
source, normal losses and expected investment income derived using
incurred losses and investment gains, respectively, from trade source;
for private hospitals, receipts and expenses from Census Bureau
quinguennial census; for cable TV and telephone, receipts from
Census Bureau quinquennial census; for religious activities, expenses
based on contributions and membership from trade sources; for
electricity and gas, receipts from EIA; for local transport, receipts from
trade source.

Other years except the most recent year. For private and nonprofit
hospitals, expenses from trade source; for private proprietary
hospitals and cable TV, receipts from Census Bureau service annual
survey; for telephone, receipts from the Federal Communications
Commission; for others in this group, same as benchmark years.

Most recent year. For life insurance, wages and salaries from BLS
tabulations from QCEW; for medical and hospitalization insurance,
BLS employer costs for employee health insurance and wages and
salaries from BLS tabulations of employees from QCEW,; for other
insurance, judgmental trend; for private hospitals, receipts and
expenses from Census Bureau service annual survey; for religious
activities, expenses based on population from the Census Bureau and
per capita disposable personal income from BEA,; for local transport,
passenger trips from trade sources times BLS CP! for intracity mass
transit; for electricity and natural gas, same as benchmark years; for
cable TV, receipts from Census Bureau service annual survey; for
telephone, receipts from company reports and trade sources.

For stock brokerage charges,
stock exchange transactions
from trade sources; for income
from sales of investment com-
pany securities, sales of open-
end investment company
shares from trade source; for
imputed commissions on debt
securities, dealer transactions
in U.S. government and agen-
cy securities from Federal
Reserve Bank of New York; for
commodities commissions,
futures contracts from trade
source; for investment coun-
seling, wages and salaries
derived from BLS monthly
employment times earnings
times hours; for other broker-
age charges and investment
counseling and for bank
service charges, judgmental
trend; for intercity transpor-
tation, receipts from trade
sources; for private higher
education, employment times
BLS CPI for all items less food
and energy.

Judgmental trend.

Judgmental trend.

For life insurance and private
hospitals, wages and salaries
derived from BLS monthly
employment times earnings
times hours; for cable TV,
number of cable TV and direct
broadcast satellite subscribers
from trade source; for
electricity and gas, projected
quantities based on degree-
day data from the National
Oceanic and Atmospheric
Administration times prices
based on BLS CPIs for
electricity and gas; for cellular
telephone, number of
subscribers from trade source
times BLS CPI for cellular
telephone service; for others
in this group, judgmental
trend.
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Table 1. Source Data and Methods for Current-Doliar GDP and Current-Dollar GDI—Continues

Component

Foreign travel by U.S.
residents ($113.6 billion)
less expenditures in the
United States by non-
residents ($122.6 billion)

Other services: Motor
vehicle leasing; parimutuel
net receipts; other housing
except hotels and motels;
bridge, etc. tolls; other
household operation
except repairs and
insurance; travel and
entertainment card fees;
stenographic and
reproduction services;
money orders and
classified advertising; and
computer online services
($156.3 billion)

Fixed investment ($2,134.
Nonresidential structures ($480.3 billion)

Commercial and health care
($147.4 billion)

Manufacturing ($33.0 billion)

Power and communication
($62.3 billion)

Mining exploration, shafts,
and wells ($118.1 billion)

Other structures ($92.6
billion)

Nonresidential equipment and software ($1,023.5 billion)

Equipment except new
autos, new light trucks,
and net purchases of used
autos and used light trucks
($696.6 billion)

New autos, new light trucks,
and net purchases of used
autos and used light trucks
($99.6 billion)

See the footnotes at the end of the table.
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1 Annual estimates: \
Source data and methods used to determine level for benchmark
and other years or used to prepare an extrapolator or interpolator ‘

Advance quar{erly estimates:

'Source data and methods used

to prepare an extrapolator

. Estimated as part of the international transactions accounts; see the |
entry for exports and imports of services under net exports of goods |
and services. \

|
|
|

Various source data.

0 billion)

Benchmark years. BEA’s benchmark input-output table.
Other years. Construction spending (value put in place) from Census
Bureau monthly construction survey.

Construction spending (value put in place) from Census Bureau
monthly construction survey.

Construction spending (value put in place) from Census Bureau
monthly construction survey.

Benchmark years. Expenditures from Census Bureau quinquennial
census.

All years except the most recent year. For petroleum and natural gas,
physical quantity times average price: Footage drilled and cost per
foot from trade sources; for other mining, expenditures from Census
Bureau annual capital expenditure survey.

Most recent year. For petroleum and natural gas, physical quantity
times average price: Footage drilled and cost per foot from trade
(sjqﬁyces extrapolated by BLS producer price index for oil and gas well

rilling.

Benchmark years. BEA's benchmark input-output table.

Other years. Construction spending (value put in place) from Census
Bureau monthly construction survey.

Benchmark years. Commodity-flow method, starting with
manufacturers’ shipments from Census Bureau quinquennial census
and including an adjustment for exports and imports from Census
Bureau foreign trade data.

Other years. Abbreviated commodity-flow method, starting with
manufacturers’ shipments from Census Bureau annual survey or, for
the most recent year (except aircraft, computers, and heavy trucks),
monthly survey of manufacturers and including an adjustment for
exports and imports from Census Bureau foreign trade data. For
aircraft, manufacturers’ shipments from Census Bureau current
industrial report, adjusted for exports and imports. For computers,
manufacturers’ shipments from FRB industrial production index and
Census Bureau monthly survey of manufacturers, adjusted for
exports and imports. For heavy trucks, physical quantity purchased
times average price: Unit sales and information to allocate sales
among business and other purchasers, from trade sources; for truck
trailers, shipments from trade source.

See the entries under personal consumption expenditures.

Same as the annual estimates.

For motor vehicle leasing,
number of leased vehicles
based on registrations and
terms from trade source, and
lease payments based on
new vehicle prices, BEA
depre-ciation schedules, and
Federal Reserve Board
(FRB) interest rates on new
motor vehicle loans; for
others in this group,
judgmental trend.

Same as the annual estimates
for other years.

Same as the annual estimates.
Same as the annual estimates.

For petroleum and natural gas,
same as the annual estimate
for the most recent year; for
mining, judgmental trend.

Same as the annual estimates
for other years.

Same as the annual estimates
for other years but with less
detail.

See the entries under personal
consumption expenditures.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues
Annual estimates:
Component Source data and methods used to determine level for benchmark

i and other years or used to prepare an extrapolator or interpolator

Source data and methods used
to prepare an extrapolator

Software ($227.3 billion) Benchmark years. For purchased software, commodity-flow method,
starting with industry receipts data from Census Bureau quinquennial
census and including an adjustment for exports and imports from
Census Bureau foreign trade data; for own-account software,

( production costs based on BLS employment data and on Census

Bureau quinquennial census.

Other years. For purchased software, commodity-flow method, starting
with industry receipts data from Census Bureau service annual

i survey and including an adjustment for exports and imports from
Census Bureau foreign trade data; for own-account software,
production costs based on BLS employment data.

Residential investment ($630.2 billion)4
Permanent-site new single-[ Construction spending (value put in place) based on phased housing
family housing units starts and average construction cost from Census Bureau monthly
($305.2 billion) construction survey.

Permanent-site new multi- | Construction spending (value put in place) from Census Bureau
family housing units ( monthly construction survey.

($48.2 billion) ‘
Manufactured homes ($6.1 | Benchmark years. See the entry for “Equipment except new autos,
billion) new light trucks, and net purchases of used autos and used light

trucks” under nonresidential equipment and software.
Other years. Physical quantity shipped times price: Shipments from
¢ trade source and average retail price from Census Bureau monthly
survey.

Benchmark years. For 1997, Construction spending (value put in
place) from Census Bureau construction survey based on
expenditures by owner-occupants from BLS quarterly consumer
expenditure survey and by landlords from Census Bureau quarterly
survey of landlords.

Others years. A weighted 3-year moving average of the improvements

| estimates from Census Bureau construction spending (value put in
place) construction survey.

Physical quantity times price times BEA estimate of average

- commission rate: Number of single-family houses sold and mean
J sales price from Census Bureau monthly construction survey and
| trade source.

: See the entry for “Most durable and nondurable goods” under personal
consumption expenditures.

Improvements ($174.9
billion)

Brokers’ commissions
($86.4 billion)

Equipment ($9.5 billion)

Change in private inventories (-$3.6 billion)

Manufacturing and trade

Benchmark years. inventories from Census Bureau quinquennial
(—$7.5 billion)

census revalued to current replacement cost, with information on the |
proportions of inventories reported using different accounting ‘
methods, on the commodity composition of goods held in inventory,
and on the turnover period, all from Census Bureau quinquennial
censuses and annual surveys, combined with prices, largely based
on BLS producer price indexes. (The difference between Census
Bureau change in inventories and BEA change in private inventories
is the inventory valuation adjustment.)

Other years except the most recent year. Inventories from Census
Bureau annual surveys, revalued as described above.

Most recent year. For retail auto dealers, quantities times average
prices from trade sources; for all other, inventories from Census
Bureau monthly surveys, revalued as described above.

Benchmark years. Mining and construction inventories from Census
Bureau quinquennial census revalued to current replacement cost as
described above for manufacturing and trade.

Other years except the most recent. Internal Revenue Service (IRS)
tabulations of business tax returns, revalued as described above.

Most recent year. Census Bureau quarterly survey of mining
corporations, monthly physical quantities from EIA combined with
BLS producer price indexes for electric utilities, and for all others,
judgmental trend, revalued as described above (except when noted
as physical quantity times price).

Mining, utilities, construction,
and other nonfarm
industries ($2.3 billion)

See the footnotes at the end of the table.
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For purchased software,
receipts from company reports
to the Securities and
Exchange Commission; for
own-account software, private
fixed investment in computers
and peripheral equipment.

Same as the annual estimates.
Same as the annual estimates.

Same as the annual estimates
for other years.

Judgmental trend.

Same as the annual estimates.

Same as the annual estimates.

Same as the annual estimate
for the most recent year.

For electric utilities, same as the
annual estimate for the most
recent year; for all others,
judgmental trend.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues

|

Component

~ Farm ($1.6 bilion)

Annual estimates:
Source data and methods used to determine level for benchmark
and other years or used to prepare an extrapolator or interpolator

{ Advance quarterly estimates:

Source data and methods used
to prepare an extrapolator

USDA c;hanée inﬁinventories adjustéd to exclude Commodity Credit
Corporation (CCC) forfeitures and to include net CCC loans at
market value.

Net exports of goods and services (—$707.8 billion)

Exports and imports of
goods, net (-$836.0 billion)

Exports and imports of
services, net ($128.2
billion)

Estimated as part of the international transactions accounts: Export
and import documents compiled monthly by the Census Bureau with
adjustments by BEA for coverage and valuation to convert the data to
a balance-of-payments basis. Adjusted for the balance-of-payments
coverage of U.S. territories and Puerto Rico with data from the
Commonwealth of Puerto Rico, the U.S. Virgin Islands, and the
Census Bureau, and coverage of gold transactions adjusted with
data from the U.S. Geological Survey and trade sources.

Estimated as part of the international transactions accounts: For
government transactions, reports by Federal agencies on their
purchases and sales abroad; for most others in this group (including
travel, passenger fares, other transportation, and royalties and
license fees), BEA quarterly or annual surveys (supplemented by
data from other sources). Adjusted for the balance-of-payments
coverage of U.S. territories and Puerto Rico (see the above entry);
adjusted to include financial services furnished without payment (see
the entry for banks, credit agencies, and investment companies
under net interest miscellaneous payments).

Government consumption expenditures and gross investment ($2,674.8 billion)
Federal Government ($979.3 billion)

National defense except
consumption of general
government fixed capital
($585.8 billion)

National defense
consumption of general
government fixed capital
($76.6 billion)

Nondefense except
consumption of general
government fixed capital
($288.3 billion)

Nondefense consumption |
of general government |
fixed capital ($28.9
billion) ’

See the footnotes at the end of the table.
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Within a control total established by fiscal year analysis: For
compensation, military wages from OMB's Budget of the United
States, civilian wages and benefits from the Office of Personnel
Management (OPM), and employer contributions for Federal
employee retirement plans from outlays from the Monthly Treasury
Statement; for other than compensation by type, based mainly on
data from Department of Defense (DOD) reports; for software, see
the entry for software under nonresidential equipment and software.

Perpetual-inventory calculations at current cost, based on gross
investment and on investment prices.

Within a control total established by fiscal year analysis: For CCC
inventory change, book values of acquisitions and physical quantities
of dispositions from agency reports times average market prices from
USDA; for compensation, civilian wages and benefits from OPM and
employer contributions for Federal employee retirement plans from
outlays from the Monthly Treasury Statement; for petroleum sales,
distribution and price data from the Department of Energy; for
research and development, obligations from the National Science
Foundation and disbursements from the National Aeronautics and
Space Administration; for construction, construction spending (value
put in place) from Census Bureau monthly construction survey; for
software, see the entry for software under nonresidential equipment
and software; for all others, outlays from the Monthly Treasury
Statement. For financial services furnished without payment, see the
entry for banks, credit agencies, and investment companies under
net interest and miscellaneous payments.

Perpetual-inventory calculations at current cost, based on gross
investment and on investment prices.

For crops, BEA quarterly
allocation of USDA annual
projections of crop output and
cash receipts; for livestock,
USDA quarterly data.

For territorial adjustment,
Census Bureau foreign trade
data and judgmental trend; for
gold, judgmental trend; for all
others, same as the annual
estimates.

For territorial adjustment,
judgmental trend; for alt
others, same as the annual
estimates.

{ For components of

. compensation, military
employment from DOD and
civilian employment from BLS;
for other than compensation,
same as the annual estimates;
for software, see the entry for
software under nonresidential
equipment and software.

Same as the annual estimates.

For components of
compensation, employment
from BLS; for software, see
the entry for software under
nonresidential equipment and
software; for other than
compensation and software,
same as the annual estimates.

Same as the annual estimates.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues
Annual estimates: Advance quarterly estimates:
Component Source data and methods used to determine level for benchmark | Source data and methods used

and other years or used to prepare an extrapolator or interpolator

to prepare an extrapolator

State and local government ($1,695.5 billion)

Consumption expenditures
and gross investment
except those items listed
below ($289.2 billion)

Compensation of general
government employees
($963.1 billion)

Consumption of general
government fixed capital
($135.9 billion)

Structures ($281.0 billion)
Software ($13.0 billion)

Brokerage charges and
financial services
furnished without
payment ($13.3 billion)

All years except the 3 most recent years. Total expenditures from
Census Bureau quinquennial census and annual surveys of state
and local governments, selectively replaced with source data that are
more appropriate for the NIPAs and adjusted as follows: For
coverage; for netting and grossing differences; to a calendar year
basis from a fiscal year basis; for other timing differences; to exclude
items not directly included in GDP (interest, subsidies, net
expenditures of government enterprises, and transfer payments); and
to exclude items described below.

The 3 most recent years. Judgmental trend.

For wages and salaries, BLS tabulations from the QCEW for employer
contributions for government social insurance, tabulations from the
Social Security Administration and other agencies administering
social insurance programs; for employer contributions for employee
pension and insurance funds, data from trade sources, Centers for
Medicare and Medicaid Services, Census Bureau annual surveys of
state and local government retirement funds, adjusted to a calendar
year basis from a fiscal year basis, and Census Bureau annual
surveys of state and local governments, adjusted to a calendar year
basis from a fiscal year basis.

Perpetual-inventory calculations at current cost, based on gross
investment and on investment prices.

Construction spending (value put in place) from Census Bureau
monthly construction survey.

See the entry for software under nonresidential equipment and
software.

See the entries for brokerage charges and financial services furnished
without payment under personal consumption expenditures.

Judgmental trend.

For wages and salaries, derived
from BLS monthly
employment times earnings
from BLS employment cost
index; for other compensation,
judgmental trend.

Same as the annual estimates.

Same as the annual estimates.
Same as the annual estimates.

Same as the annual estimates.

Gross domestic income of $13,889.0 billion for 2007

Compensation of employees, paid ($7,819.4 billion)5
Wage and salary accruals ($6,362.8 billion).

Private industries
($5,287.5 billion)

Federal Government
($282.5 billion)

State and local
governments ($792.7
bitlion)

For most industries, BLS tabulations from the QCEW:; for others,
wages from a variety of sources (such as USDA for farms and the
Railroad Retirement Board for railroad transportation), adjusted for
understatement of income on tax returns and for coverage
differences.

For civilians, wages from BLS tabulations from the QCEW; for military
personnel, wages from OMB’s Budget of the United States.

BLS tabulations from the QCEW.

Employer contributions for employee pension and insurance funds ($991.9 billion)

Group health insurance
($532.1 billion)

See the footnotes at the end of the table.

Digitized for FRASER
http://fraser.stlouisfed.org/
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All years except the 2 most recent years. For private and state and
local governments, total contributions from the Centers for Medicare
and Medicaid Services (CMS) less employee contributions from BLS
consumer expenditure survey.

The 2™ most recent year. For private, preliminary CMS tabulations; for
state and local governments, judgmental trend.

Most recent year. Judgmental trend.

For most industries, wages and
salaries derived from BLS
monthly employment times
earnings times hours; for
others, judgmental trend.

For civilians, employment from
BLS and judgmental trend; for
military personnel, DOD
employment and judgmental
trend.

Derived from BLS monthly
employment times earnings
from BLS employment cost
index.

Judgmental trend.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues

Component

Annual estimatés:
Source data and methods used to determine level for benchmark
and other years or used to prepare an extrapolator or interpolator

Advance quarterly estimates:
Source data and methods used
to prepare an extrapolator

Private pension and profit-
sharing funds ($199.9
billion)

Government employee
retirement plans ($183.7
billion)

Workers' compensation
($57.2 billion)

Group life insurance ($17.3
billion)

Employer contributions for
government social
insurance ($464.7 billion)

All years except the 2 most recent. Tabulations from the Department of
Labor.

The 2 most recent years. Tabulations from the Pension Benefit
Guaranty Corporation and corporate financial data.

£l years except the most recent year. For Federal plans, outlays from
the Monthly Treasury Statement; for state and local government
plans, Census Bureau annual surveys of state and local government
retirement funds, adjusted to a calendar year basis from a fiscal year
basis.

Most recent year. For Federal plans, same as all years except the most
recent; for state and local government plans, Census Bureau annual
surveys of state retirement funds, adjusted to a calendar year basis
from a fiscal year basis.

All years except the most recent year. Employer contributions from
trade sources.

Most recent year. Judgmental trend.

All years except the most recent year. Group premiums and estimates
of employer share from trade sources.

Most recent year. Judgmental trend.

Tabulations from the Social Security Administration and other agencies
administering social insurance programs.

Taxes on production and imports ($1,015.5 billion)

Federal Government ($97.7
billion)

State and local governments
($917.8 billion)

For excise taxes, collections from the Office of Tax Analysis, from the
Alcohol and Tobacco tax and Trade Bureau, and from the IRS; for
customs duties, receipts from the Monthly Treasury Statement.

Receipts from Census Bureau quinguennial census and annual
surveys, adjusted to a calendar year basis from a fiscal year basis.

Less: Subsidies ($52.3 billion)

Federal Government ($45.2 | Payments by the CCC from agency reports and, for most other

billion)

agencies, outlays from the Monthly Treasury Statement.

State and local governments | For railroad and electric power, Census Bureau annual surveys of

($7.1 billion)

expenditures adjusted to a calendar year basis from a fiscal year
basis and California administrative records.

Net operating surplus ($3,386.0 billion)

Private enterprises ($3,393.9 biliion)
Net interest and miscellaneous payments ($899.6 biilion)®

Domestic monetary
interest, net ($373.4
billion)

See the footnotes at the end of the table.

Digitized for FRASER
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All years except the most recent year. For farm interest paid, USDA
surveys; for residential mortgage interest paid, Census Bureau
decennial survey of residential finance and mortgage debt from FRB
times a BEA interest rate; for most other interest paid and received
by business, IRS tabulations of business tax returns, adjusted for
misreporting on tax returns and for conceptual differences.

Most recent year. For farm and mortgage interest paid, same as all
years except the most recent; for other interest, interest receipts and
payments from regulatory agencies (such as the Federal Deposit
Insurance Corporation), from trade sources, or derived by applying
BEA interest rates to interest-bearing assets/liabilities from FRB flow-
of-funds accounts.

Judgmental trend.

For Federal plans, same as the
annual estimate for the most
recent year; for state and local
government plans, judgmental
trend.

Judgmental trend.

Judgmental trend.

For Federal programs, BEA-
derived wages and salaries of
employees covered by the
programs; for state and local
government programs,
judgmental trend.

For customs duties, receipts
from the Monthly Treasury
Statement; for most excise
taxes, derived from indicators
of activity (such as gasoline
production for gasoline tax);
for others, judgmental trend.

Judgmental trend.

CCC reports and judgmental
trend.

Judgmental trend and California
administrative records.

Derived by combining estimates
of (1) interest received by
persons, (2) government
interest paid less received,
and (3) interest paid by
persons. For (1), judgmental
trend; for (2), data from the
Monthly Treasury Statement
and the Bureau of the Public
Debt for Federal and
judgmental trend for state and
local; and for (3), consumer
debt from FRB times BEA
estimates of interest rates.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues
Annual estimates: Advance quarterly estimates:
Component Source data and methods used to determine level for benchmark Source data and methods used

and other years or used to prepare an extrapolator or interpolator

to prepare an extrapolator

Domestic imputed
interest, net ($506.2
billion)

Banks, credit agencies,
and investment
companies ($250.3
billion)

Depositor services
($221.7 billion)

Borrower services
($28.5 billion)

Life insurance carriers
($248.0 billion)

Property and casualty
insurance companies
($7.9 billion)

For commercial banks, data from FRB tabulations of Federal Financial
Examination Council Call Reports used to calculate the interest rate
spread between a risk-free reference rate and the average interest
rate paid to depositors times the average balance of deposits.
Depositor services allocated to persons, government, and to the rest
of the world on the basis of deposit liabilities from FRB.

For credit agencies and investment companies, property income
earned on investment of deposits less monetary interest paid to
depositors (and for mutual depositories, profits from 1RS tabulations
of business tax returns) from annual reports of regulatory agencies
and FRB. Depositor services allocated to persons, government, and
to the rest of the world on the basis of deposit liabilities from FRB.

For commercial banks, data from FRB tabulations of Federal Financial
Examination Council Call Reports used to calculate the interest rate
spread between the average rate paid by borrowers and the
reference rate times the average balance of borrowers.

Property income earned on investment of policyholders’ reserves from
trade source.

Expected investment income derived using incurred losses and
investment gains from trade source.

Business current transfer payments (net) ($100.2 billion)

To persons (net) ($31.9
billion)

To government {net)
($61.4 billion)

To the rest of the world
(net) ($6.9 billion)

Proprietors’ income wit
(CCAdj) ($1,056.2 billio
Farm proprietors’ income

with IVA ($51.5 billion)

Farm proprietors’ income
with CCAdj
(—$7.5 billion)

Nonfarm proprietors’
income ($893.5 billion)

Nonfarm proprietors’
income with IVA (—$6.8

All years except the most recent year. Payments to persons for
charitable contributions, IRS tabulations of business tax returns: for
other components (such as liability payments for personal injury and
net insurance settlements), information from government agency
reports and trade sources.

Most recent year. Judgmental trend.

For Federal, receipts from OMB’s Budget of the United States; for state
and local, receipts from Census Bureau quinquennial census and

basis and net insurance settlements, as described above.
Estimated as part of the international transactions accounts.

n)

USDA data on net income, obtained by deriving gross income (cash
receipts from marketing, inventory change, government payments,
other cash income, and nonmoney income) and subtracting
production expenses, adjusted to exclude corporate income based
on USDA quinguennial census and annual survey data.

See the entry “Less: Capital consumption adjustment” under
consumption of fixed capital.

All years except the most recent year. Income from IRS tabulations of
business tax returns, adjusted for understatement of income on tax
returns and for conceptual differences.

Most recent year. For construction, trade, and services, indicators of
activity (such as value of housing put in place); for most others,
judgmental trend.

See the entry for inventory valuation adjustment under corporate
profits.

billion)

See the footnotes at the end of the table.

Digitized for FRASER
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Judgmental trend.

Judgmental trend.

Judgmental trend.

Judgmental trend.

Judgmental trend.

Judgmental trend.

annual surveys, adjusted to a calendar year basis from a fiscal year |

1 Same as the annual estimates.

h inventory valuation adjustment (IVA) and capital consumption adjustment

i For crops, BEA quarterly
allocation of USDA annuali

| projections of crop output; for
livestock, USDA quarterly
projections of cash receipts

i and inventories; for both crops

| and livestock, quarterly
allocation of USDA annual
projections of government
subsidy payments and
production expenses.

Same as the annual estimate
for the most recent year.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Continues

Component

Annual estimates:
Source data and methods used to determine level for benchmark
and other years or used to prepare an extrapolator or interpolator

Nonfarm proprietors’
income with CCAdj
($125.5 billion)

Rental income of perso

Owner-occupied nonfarm
housing (—$23.8 billion)

Tenant-occupied nonfarm
housing ($27.4 billion)

Farm housing ($8.2
billion)

Nonfarm nonresidential
properties ($0.2 billion}

Royalties ($28.0 billion)

Corporate profits with
(CCAdj) ($1,297.8 billi

Domestic profits before
tax ($1,541.6 billion)

Inventory valuation
adjustment (IVA)
(—$51.2 billion}

Capital consumption
adjustment (CCAdj)
(-$192.7 billion)

Current surplus of government enterprises (—$7.9 billion)

Federal Government
(—$2.2 billion)

See the footnotes at the end of the table.

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

Advance quarterly estimates:
Source data and methods used
to prepare an extrapolator

See the eniry “Less: Capital consumption adjustment” under
consumption of fixed capital.

ns with capital consumption adjustment ($40.0 billion)

Benchmark years. Derived as space rent (see the entry for nonfarm
dwellings under personal consumption expenditures) less related
expenses, including property insurance from trade source and
mortgage interest and property taxes from Census Bureau decennial
survey of residential finance.

Other years. Same as benchmark years, except mortgage interest,
based on mortgage debt from FRB times a BEA interest rate, and
property taxes from Census Bureau annual surveys of state and local
tax collections.

Same as owner-occupied nonfarm housing, adjusted to cover only
rental income accruing to persons not primarily engaged in the real
estate business from Census Bureau decennial survey of residential
finance.

Benchmark years. Owner- and tenant-occupied housing derived as
space rent (see the entry for farm dwellings under personal
consumption expenditures) less related expenses, such as mortgage
interest and property taxes, from USDA. Farms owned by

| nonoperator landlords derived from USDA data.

' Other years. Space rent (see the entry for farm dwellings under

personal consumption expenditures); expenses from USDA data.
~ Farms owned by nonoperator landlords derived from USDA data.

: Benchmark years. Nonfarm nonresidential fixed assets from BEA

' capital stock series times a rate of return on capital based on IRS
tabulations of business tax returns.

Other years. BEA capital stock series and judgmental trend.

All years except the most recent year. IRS tabulations of royalties
reported on individual income tax returns.

Most recent year. Judgmental trend.

on)

All years except the most recent year. Receipts less deductions from
IRS tabulations of business tax returns, adjusted for understatement !
of income on tax returns and for conceptual differences.

Most recent year. Profits from Census Bureau Quarterly Financial
Report, regulatory agency reports, and compilations of publicly
available corporate financial statements.

The IVA on the income side (for corporations and for nonfarm sole
proprietorships and partnerships) and the IVA on the product side
(see the entry “Change in private inventories”) differ because the
source data reflect different proportions of inventories reported using
different accounting methods (last-in-first out (LIFO)). The income-
side IVA is based on the product-side IVA, adjusted by the
relationship between non-LIFO inventories from IRS tabulations of
business tax returns and non-LIFO inventories from the Census
Bureau.

See the entry “Less: Capital consumption adjustment” under
consumption of fixed capital.

Mainly reports of various agencies, such as the Postal Service, and
consumption of fixed capital (CFC) estimates derived with perpetual-
inventory calculations at current cost, based on gross investment and

on investment prices.

For owner-occupied space rent,
same as the annual estimates;
for depreciation, interest,
closing costs, real estate
dealers’ commissions, and
taxes, based on NIPA
estimates of those
components; for other
expenses, judgmental trend.

Same as owner-occupied
nonfarm housing.

Judgmental trend.

Judgmental trend.

Judgmental trend.

inventory valuation adjustment (IVA) and capital consumption adjustment

For some industries in
transportation and in finance,
judgmental trend; for others,
same as the annual estimates
for the most recent year.
(Released with the preliminary
estimate of GDP for the first,
second, and third quarters
and the final estimate for the
fourth quarter.)

Same as the annual estimates.

Judgmental trend; for CFC
estimates, the same as the
annual estimates.
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Table 1. Source Data and Methods for Current-Dollar GDP and Current-Dollar GDI—Table Ends
7 Annual estimates: Advance quarterly estimates:
Component Source data and methods used to determine level for benchmark | Source data and methods used

and other years or used to prepare an extrapolator or interpolator

to prepare an extrapolator

State and local
governments (-$5.7
billion)

For current operating receipts, mainly revenue data from Census
Bureau annual surveys of state and local governments, adjusted to a
calendar year basis from a fiscal year basis; for current operating
expenditures, see the entries for “Consumption expenditures and
gross investment” and “Consumption of general government fixed
capital” under state and local government.

Consumption of fixed capital ($1,720.5 billion)
Government ($289.4 billion)

General government
(%241 .4 billion)

Government enterprises
($48.0 billion)

Private ($1,431.1 billion)

Domestic business
($1,147.0 billion)
Capital consumption

allowances ($1,055.5
billion)

Less: Capital
consumption
adjustment (-$91.5
billion)

Households and
institutions ($284.1
billion)

Perpetual-inventory method, based on gross investment and on
investment prices.

Perpetual-inventory method, based on gross investment and on
investment prices.

Perpetual-inventory method, based on gross investment and on
investment prices.

All years except the most recent year. For depreciation of corporations
and of nonfarm sole proprietorships and partnerships, IRS
tabulations of business tax returns, adjusted for conceptual
differences; for other depreciation (including farm proprietorships and
partnerships and other private business), perpetual-inventory
calculations based on investment at acquisition cost; for accidental
damage to fixed capital, losses reported to insurance companies and
to government agencies.

Most recent year. For depreciation of corporations and of nonfarm sole
proprietorships and partnerships, BEA estimates of tax-return-based
depreciation; for other depreciation and accidental damage to fixed
capital, same as above.

The difference between capital consumption allowances and
consumption of fixed capital.

Perpetual-inventory method, based on gross investment and on
investment prices.

Judgmental trend.

Same as the annual estimates.

Same as the annual estimates.

Same as the annual estimates.

Judgmental trend.

Same as the annual estimates.

: Same as the annual estimates.

NIPAs National income and product accounts

1. Personal consumption expenditures (PCE) for durable and nondurable goods includes $1.0
billion for food produced and consumed on farms and standard clothing issued to military
personnel.

2. The Census Bureau data for retail sales include sales of gasoline service stations. The esti-
mates of PCE for gasoline and oil are derived from the sources listed and are deducted from the
retail-control estimates of most durable and nondurable goods.

3. This line item is also referred to as “services furnished without payment by financial interme-
diaries, except life insurance carriers.”

4. Residential investment includes —$0.2 billion for dormitories and net purchases of used struc-
tures.

5. Compensation of employees includes $1.7 billion for supplemental unemployment.

6. Net interest and miscellaneous payments includes $20.1 billion for government rents and
royalties.

Digitized for FRASER
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Federal Reserve Bank of St. Louis
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Table 2. Methodology Used in Preparing Estimates of Real GDP—Continues

Component

Personal consumption expenditures

Deflation, using price based on

Using quantity for

Durable and nondurable goods

Most durable and nondurable
goods except those listed below

New autos
Net purchases of used autos and
used light trucks

New trucks

Gasoline and ol

Food furnished to employees
(including military)

Expenditures abroad by U.S.
residents less personal
remittances in kind to
nonresidents

Services
Nonfarm dwellings: Space rent for
owner-occupied dwellings and
rent for tenant-occupied
dwellings
Rental value of farm dwellings

Motor vehicle repair, rental, and
other services; other repair
services; other purchased
intercity transportation; legal
and funeral services; barber-
shops, beauty parlors, and
health clubs; nursing homes;
laundries; employment agency
fees; accounting and tax return
preparation services; recreation
(except cable TV, parimutuel net
receipts, lotteries, and computer
online services); hotels and
motels; commercial business,
trade, and correspondence
schools; educational services
not elsewhere classified;
research organizations and
foundations

Physicians, dentists, and other
professional medical services

Private nursery schools,
elementary and secondary
schools, day care, welfare
activities, political organizations,
foundations, and trade unions
and professional associations

See the footnotes at the end of the table.

Digitized for FRASER
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" CPlor PPI “Other index extrapolation or direct valuation
CPI
l PPI, for military i
clothing
i CPI
1CPlLfornet Direct valuation. For used autos
transactions and used light trucks margins, unit
\ sales from trade sources with
: dealers’ margins from Census
; Bureau and trade sources.
CPI
CPI
CPI
................................... Foreign CPIs!
CPI
........................................................................................... Quantity extrapolation. Real dollar
net stock of farm housing from
BEA capital stock estimates.
CPI Composite index of input prices

PPI, for proprietary
and government
nursing homes and
employment agency
fees

CPI

PPI, for physicians,
home health care,
and medical
laboratories

from the Centers for Medicare and
Medicaid Services for private
nonprofit nursing homes; for clubs
and fraternal organizations, and
for nonprofit research and
foundation expenses, BEA
composite indexes of input prices.

BEA composite indexes of input
prices.
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Table 2. Methodology Used in Preparing Estimates of Real GDP—Continues

Component

Financial services furnished
without payment by banks, other
depository institutions, and
investment companies?

Brokerage charges and
investment counseling, bank
service charges, intercity
transportation except “other,”
and private higher education

Domestic service

Public education and hospitals,
water and other sanitary
services, and lotteries

Insurance, private hospitals,
religious activities, cable TV,
electricity, natural gas,
telephone, and local transport

Deflation, using price based on

CPl or PPI

Other index

Using quantity for
extrapolation or direct valuation

PPI, for investment

companies’
securities
commissions

CPI

PPI, for securities
commissions and air
transportation

CPI

CPI
PPI, for public
hospitals

CPI

|

PPI, for private for-
profit hospitals

Foreign travel by U.S. residents (CPI, for expenditures

less expenditures in the United
States by nonresidents

Other services: Motor vehicle

leasing; parimutuel net receipts;
other housing except hotels and |

motels; tolls; other household
operation except repairs and
insurance; travel and
entertainment card fees;
stenographic and reproduction
services; money orders and
classified advertising; and
computer online services

Fixed investment
Nonresidential structures
Commercial and health care

Manufacturing

Power and communication

Mining exploration, shafts, and
wells

See the footnotes at the end of the table.

Digitized for FRASER
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|
|

in the United States

CPI

PPI, for warehouses
and offices

PPI, for industrial
buildings

PPI, for power
excluding electric

PPI, for casing, oil and
gas well drilling, and
oil and gas field
services

BéA comp(;site indéx of input”

prices, for investment companies’
“total deductions”

BEA composite index of input

prices for private higher
education.

BEA composite indexes of input

prices, for life insurance and
religious activities; for private
nonprofit hospitals, composite
index of input prices from the
Centers for Medicare and
Medicaid Services.

BEA composite index of foreign
CPls,' for foreign travel; for
airfares in foreign travel, BLS
import price index.

BEA index based on costs per
square foot from trade source for
commercial structures; for health
care, BEA index based on cost
index from trade source and on
Census Bureau price deflator for
single-family houses under
construction.

BEA index based on costs per
square foot from trade source.

Cost indexes from trade sources
and government agencies, for
power; for communication, cost
index from trade source.

BEA index based on cost index
from trade source and on Census
Bureau price deflator for single-
family houses under construction,
for mines.

index of total output (less BEA
real bank service charges) times
consumer share based on shares
of deposits and loans; for other
depository institutions, paid
employee hours of relevant
financial institutions; for
investment companies’ “implicit
charges,” BEA orders derived
from volume data from trade
sources.

Quantity extrapolation. For mutual

fund sales charges, value of new
sales deflated by CPI.

Quantity extrapolation. For auto

insurance, premiums deflated by
CPI; for medical care and
hospitalization insurance, benefits
deflated by PPI; for workers’
compensation, premiums deflated
by PPI.

Quantity extrapolation. For

parimutuel net receipts, gross
winnings deflated by CPI.

Quantity extrapolation. For drilling,
footage by geographic area from
trade source.
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Table 2. Methodology Used in Preparing Estimates of Real GDP—Continues

Component

QOther structures

Nonresidential equipment and

Equipment except those listed
below

New autos, new light trucks, and
net purchases of used autos
and used light trucks

Telephone and telegraph
installation

Telephone switching equipment
Photocopying equipment
Software

Residential investment
Permanent-site new single-family
housing units

Permanent-site new multifamily
housing units

Manufactured homes
Improvements

Brokers’ commissions
Equipment

Deflation, using price based on

Using quantity for

~ CPlor PPl

Other index

extrapolation or direct valuation

PPI, for brokers’
commissions and
educational and
vocational structures

software

PP, for most domestic
components and for
imported
transportation
equipment

CPI, for new autos

and new light trucks

PPI, for prepackaged
software

PP
CPI

Change in private inventories

Nonfarm
Purchased goods of all industries

Work-in-process and finished
goods, manufacturing

Farm

See the footnotes at the end of the table.
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PP

|
'PPI

BEA price index for railroads; for
other components, BEA index
based on cost index from trade
source and on Census Bureau
price deflator for single-family
houses under construction.

BLS import price indexes, for
imported components except
transportation equipment.

BEA cost index

BEA price index
BEA price index

BEA cost index, BLS employment
cost index, and PPI, for own-
account and custom software.

Census Bureau price deflator for
single-family houses under
construction.

BEA price index

BEA composite index of input
prices, for major replacements; for
additions and alterations, BEA
index based on Census Bureau
price deflator for single-family
houses under construction and
BEA index for major
replacements.

Composite price from the Energy
Information Administration, for
crude petroleum; BLS import price
indexes, for imported goods
purchased by trade industries.

BEA indexes of unit labor costs.

USDA average market prices

Direct valuation. For used autos
and used light trucks, see the
entry “Net purchases of used
autos and used light trucks” under
personal consumption
expenditures.

Direct valuation. Quantities and
prices of stocks of coal,
petroleum, and natural gas for
utilities from Energy Information
Administration.
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Table 2. Methodology Used in Preparing Estimates of Real GDP—Continues

Component

Deflation, using price based on

CPl or PPI

Other index

Using quantity for
extrapolation or direct valuation

Net exports of goods and services

Exports and imports of goods

Exports and imports of services

I PPI, for gold; semi-
i conductor exports,
selected
transportation

agricultural foods,
feeds, and
beverages; and
selected imports of
refined petroleum

CPI, for travel receipts,
medical receipts, and
nonresident
students’
expenditures

PPI, for selected other
transportation

equipment; selected |

BLS export and import price

indexes; for electric energy
exports and imports, and for
petroleum imports, unit-value
indexes based on Census Bureau
values and quantities.

Selected deflators, for military

transfers and defense
expenditures: see “National
defense except consumption of
general government fixed capital”
below.

' BLS export and import price

|
|

indexes, for passenger fares; BEA
composite index of foreign CPls,’
for travel payments, for
miscellaneous services, and U.S.
students’ expenditures abroad;
BLS exports and imports price
indexes, for selected other
transportation; and for royalties
and fees, and other private
services, BEA price indexes, CPI,
PPI, and implicit price deflator for
final sales to domestic
purchasers.

Government consumption expenditures and gross investment

Federal Government
National defense except
consumption of general
government fixed capital

National defense consumption of
general government fixed capital

Nondefense except consumption
of general government fixed

capital

See the footnotes at the end of the table.
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PPI, for selected
goods and services

CPIl and PP}, for
utilities and
communications

PPI, for most goods
and selected
services

CP{, for rent, utilities,
and communications

' BEA indexes based on DOD prices

paid, for some goods and services
and for most military structures;
for some services, BLS
employment cost indexes; for
nonmilitary structures, cost
indexes from trade sources and
government agencies; for own-
account software, BEA index
derived from nondefense
compensation; for custom
software, BEA index derived from
nondefense compensation price
index and PPI.

Cost indexes from trade sources

and government agencies, for
structures; for some services, BLS
employment cost indexes; for
own-account software, BEA index
derived from nondefense
compensation; for custom
software, BEA index derived from
nondefense compensation price
index and PPI.

Quantity extrapolation. For exports

of financial services furnished
without payment,2 BLS index of
total bank output (less BEA real
bank service charges); for exports
and imports of insurance,
premiums deflated by PPI.

Quantity extrapolation. For military

compensation, full-time equivalent
employment by rank and length of
service; for civilian compensation,
full-time equivalent employment
by grade, adjusted for change
from base year in hours worked.

Direct valuation. For some goods

and services and a few military

structures, quantities and prices
from DOD reports; for electricity
andEnaturaI gas, quantities from

Direct valuation. Perpetual-

inventory calculations based on
gross investment.

Quantity extrapolation. For

compensation, full-time equivalent
employment by grade, adjusted
for change from base year in
hours worked; for financial
services furnished without
payment,? BLS index of total bank
output (less BEA real bank
service charges).

Direct valuation. For net purchases

of agricultural commaodities by the
Commodity Credit Corporation,
quantities by crop from agency
reports and USDA prices; for
selected petroleum transactions,
DOE quantities and prices.
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Table 2. Methodology Used in Preparing Estimates of Real GDP—Table Ends

Component

 CPlor PPl

Nondefense consumption of
general government fixed capital

State and local government

Consumption expenditures and
gross investment except those
listed below

Compensation of general
government employees

Consumption of general
government fixed capital

Structures

Software

Brokerage charges and financial
services furnished without
payment

Deflation, using price based on

Other iridexﬁ

Using quantity for
extrapolation or direct valuation

CPI, for services

PPI, for electricity,
hospitals, most
professional
services, and goods

BEA indexes based on Federal
nondefense prices paid, for
transportation, books, and postal
services; for elementary and
secondary education, welfare, and
libraries, BEA composite indexes
of input prices; for maintenance
and repair services, BEA
composite price index for state
and local construction.

Cost indexes from trade sources
and government agencies.

See the entry for software under
nonresidential equipment and
software.

Direct valuation. Perpetual-
inventory calculations based on
gross investment.

Quantity extrapolation. For
employees in education, full-time
equivalent employment by
education and experience,
adjusted for change from base
year in hours worked; for other
employees, full-time equivalent
employment, adjusted for change
from base year in hours worked.

Direct valuation. Perpetual-
inventory calculations based on
gross investment.

Quantity extrapolation. See the
entries for brokerage charges and
for financial services under
personal consumption
expenditures.

BEA Bureau of Economic Analysis
BLS Bureau of Labor Statistics
CPI Consumer price index

DOD Department of Defense

DOE Department of Energy
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DOT Department of Transportation
PPI Producer price index
USDA U.S. Department of Agriculture

1. The foreign CPls have been adjusted for differences in exchange rates.
2. This line item is also referred to as “services furnished without payment by financial interme-

diaries, except life insurance carriers”
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U.S. Multinational Companies

Operations in 2006

By Raymond J. M atalonilJdr.

T HREE key measures of the worldwide operations

of nonbank U.S. multinational companies
(MNCs)—value added, employment, and capital ex-
penditures—continued to increase in 2006, according
to preliminary results from the annual survey of U.S.
direct investment abroad conducted by the Bureau of
Economic Analysis (BEA).1The preliminary 2006 esti-
mates in this article supersede the advance summary
estimates of U.S. MNC employment, capital expendi-
tures, and sales, which were released in April (see the
box “Revisions”).

In 2006, growth in all three of these measures of
MNC operations continued at a healthy pace for the
third consecutive year after the unusual decreases in
2001-2003 for employment and capital expenditures
and in 2001-2002 for value added. Both domestic and
foreign operations continued to grow. The worldwide
current-dollar value added of U.S. MNCs—the com-
bined value added of U.S. parent companies and their
majority-owned foreign affiliates (“foreign affili-
ates”)—increased 8.4 percent in 2006; value added of
parents increased 8.1 percent, while value added of for-
eign affiliates increased 9.2 percent (table 1). Value
added measures the contribution of a company to the
gross domestic product of its country of location.

Worldwide employment by U.S. MNCs increased
2.2 percent in 2006. Employment by U.S. parents in-
creased 1.3 percent. And employment by foreign affili-
ates increased 4.4 percent. Worldwide capital
expenditures by U.S. MNCs increased 17.4 percent.
Expenditures by parents increased 17.3 percent. And
expenditures by foreign affiliates increased 17.7 per-
cent.

1. AU.S. MNC comprises a U.S. parent company and its foreign affiliates.
For both conceptual and practical reasons, the examination of foreign oper-
ations of U.S. MNCs in this article generally focuses on data for majority-
owned foreign affiliates (MOFAs) rather than data for all foreign affiliates.
Conceptually, most data users prefer using the data for majority-owned
affiliates because such affiliates are unambiguously under U.S. control; for-
eign affiliates that are minority-owned by a U.S. resident could be under the
control of foreign investors. In addition, some of the data items necessary
for the examination of foreign operations of U.S. MNCs are more easily col-
lected for majority-owned affiliates, and most foreign affiliates are majority
owned; majority-owned affiliates accounted for 87 percent of the employ-
ment by all nonbank foreign affiliates in 2006.

Revisions

The estimates of MNC operations in 2006 are prelimi-
nary. The estimates of employment, capital expendi-
tures, and sales supersede the advance summary
estimates that were released on April 17, 2008. From
the advance estimates to the preliminary estimates,
the estimate of employment was revised down 0.1 per-
cent, the estimate of capital expenditures was revised
up 8.1 percent, and the estimate of sales was revised
down less than 0.1 percent. The revision to capital
expenditures partly reflects the inclusion of expendi-
tures for automotive equipment for rental and leasing
for 1999-2006. Previously, the reports of some U.S.
parents omitted these expenditures even though they
should have been included.

The final estimates of MNC operations in 2005 are
also presented. The final estimates of employment,
capital expenditures, and sales supersede the sum-
mary estimates in the April news release and the pre-
liminary estimates that were published in the
November 2007 s.urv.y.. From the summary estimates
to the final estimates, the estimate of employment was
revised up 1.0 percent, the estimate of capital expendi-
tures was revised up 9.1 percent, and the estimate of
sales was revised up 1.0 percent. From the preliminary
estimates to the final estimates, the estimate of
employment was revised down 0.5 percent, the esti-
mate of capital expenditures was revised up 12.5 per-
cent, and the estimate of sales was revised up 2.3
percent.

In addition to the estimates of the levels of U.S.
MNC’ employment, capital expenditures, and sales,
the April news release included estimates of
2005-2006 growth rates. The revisions to the levels of
the 2005 and 2006 estimates discussed above resulted
in revisions to the growth rates; employment growth
was revised down 11 percentage points, capital
expenditures growth was revised down 0.4 percentage
point, and sales growth was revised down 1.0 percent-
age point.

1. See Raymond I. Mataloni Jr., “Operations of U.S. Multinational
Companies in 2005,” Survey 87 (November 2007): 42-64.
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Production by MNCs in 2006 expanded along with
worldwide economic activity: value-added growth of
U.S. parents (8.1 percent) exceeded current-dollar U.S.
gross domestic product (GDP) growth (6.4 percent),
and value-added growth of foreign affiliates (9.2 per-
cent) exceeded worldwide GDP growth excluding the
United States (8.9 percent).?

Increases in MNC value added were widespread by
industry and geographic area. By industry, some of the
sharpest increases were in services, such as finance (ex-
cept banks) and insurance, and in professional, scien-
tific, and technical services.® By geographic area, the
increases were sharpest in the Middle East (mainly in

2. Estimates of worldwide GDP excluding the United States are at current
prices in U.S. dollars and were obtained from the Economic Statistics sec-
tion of the United Nations Statistics Division Web site at unstats.un.org/
unsd/economic_main.htm; click on “National Accounts Main Aggregates
Database,” and then click on “Basic Data Selection.”
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petroleum-producing countries) and in Latin America
and Other Western Hemisphere (chart 1). By area, the
largest dollar increases were in the United States and in
Europe; by industry, the largest dollar increases were in
manufacturing and in finance (except banks) and in-
surance.

The following are additional highlights of MNC op-
erations in 2006:

o The operations of U.S. MNCs remained concen-
trated in the United States: U.S. parents accounted
for roughly 70 percent, and foreign affiliates for
roughly 30 percent, of their combined value added
of $3,504.9 billion, capital expenditures of $595.7
billion, and employment of 31.2 million (table 1).
However, the parent shares were down roughly 5

3. Throughout this article, “finance (except banks) and insurance” refers
to “finance (except depository institutions) and insurance,” which is the
industry title that appears in the tables.

Table 1. Selected Data for Nonbank U.S. MNCs, U.S. Parents, and Foreign Affiliates, 1982-2006

U.S. MNCs Affiliates U.S. MNCs l Affiliates
Parents | Parents | Parents Parents Parents | Parents \
and all and Total | MOFAs | Other andall | and Total | MOFAs | Other
affiliates | MOFAs | affiliates | MOFAs
1 i
Value added ‘ 25,921‘1‘ 24,499.7| 18,576.2| 7,3449| 59235 14214
Millions of doll 24.867.0 | 18,790.0| 7.544.0| 6077.0| 1467.0
flions of doars na.l 1,019.734| 796,017 na.| 223717 na. 26,358.0| 19,878.0| 7,973.0| 6480.0| 14930
nal = ona 'nal nal 215683 na 265929 19,819.8| 8,183.8| 6,773.1| 1.410.7
na. na. nal nal| 220331 na 30,7726 23,006.8| 9,220.2| 7.7658| 1.454.4
na na nal| nal 22007 na 32,0566 | 23,885.2| 9,713.0| 8171.4| 15416
na. na. na na. 231’644 na. 30,920.21 22,735.1 | 9,803.6| 8,194.1| 1,609.5
na. na. na na. 259'734 na. 30,3732} 22,1176 9,776.0| 8,255.6| 1,520.4
na. na na na. 2971556 na 29,347.01 21,1048 | 9,657.5| 8,242.2| 14153
na.| 1,364,878 | 1,044,884 na 319'994 na. 29,843.2| 21,176.5|10,068.4 | 8,666.7| 1,401.7
na. nal na na | 356033 na. 30,573.3| 21,472.010,621.7| 9,101.3| 1,520.4
na. na. na na. 355;963 na. 31,2454 21,7476 10,9354 | 9,497.8( 14378
na. na. na na.| 361,524 na.
na. na. na. na.| 359,179 na. 1999-2005 ..... -0.1 0.1 -1.1 24 2.7 07
na.| 1,717,488 | 1,313,792 n.a.| 403,696 na. 2005-2006 18 22 13 3.0 44 5.4
na.| 1,831,046 1,365,470 na.| 465576 na. ital .
na.| 1978948|1480,638| na | 498310| na Capital expenditures
n.a.| 2,094,318 | 1,573,451 n.a.| 520,867 na. Miltions of dollars )
n.a.| 2,100,773 [ 1,594,504 n.a.| 506,269 n.a. 2 .. 248,262 | 233,078| 188266, 59,996| 44,812| 15,184
na.| 2,480,739 1,914,343 na.| 566,396 na. na.| 197,534| 160,656 na.| 36,878 na.
na.| 2,748,106 12,141,480 na.| 606,626 na. na| 203,791) 168,692 na.| 35,099 na.
n.a.| 2,478,056 | 1,892,399 na.| 585,657 na. na.| 221509| 185,027 na.| 36482 na.
na.| 2,460,411 1,858,805 n.a.| 601,606 | na. na.| 203,809’ 169,131 na| 34,678 n.a.
n.a.| 2,655,903 | 1,958,125 na.| 697,778 na. na.| 199,171| 162,139 na.| 37,032 na.
na.| 2,991,723 2,173,467 na.| 818256 na. na.| 223814| 177,203 na.| 46611 na.
na.| 3,232,582 |2,321,092 na.| 911,490/ na. 276,790 260,488 | 201,808| 74,982 58,680| 16,302
n.a. | 3,504,857 |2,509,219 n.a.| 995,638 na. na.| 274,614| 213,079 na.| 61,535 na.
i na.| 269,221| 206,290 na.| 62,931 na.
Percent change at annual rates: na.| 272,049| 208,834 na | 63215 na.
1999-2005 . na. 45 33 na. 83) na na| 271,661 207,437 na| 64224 na
2005-2006 - na. 8.4 81l na’' 92/ na 328240 303364 | 231,917| 96323| 71,447| 24,876
Number of employee: ! na.| 323616 248,017 na| 75599 na.
o rossania o na| 340510 260048| na| 80462| na.
253448| 23727.0| 18704.6| 6,6402| 50224| 16178 o it 3???31 na SS;?? na
24,782.6| 23253.1| 18,399.5( 6,383.1, 4,8536/ 1,529.5 05 ’ ¥ 10 ’ 06
550,205 | 519,199 | 405,895 | 144,310| 113,304 31,006
24548.4| 229726 | 181309 6,417.5| 4,841.7: 15758
i na| 548212| 437575 na.| 110,637 na.
24531.9) 22,923.0| 181126 6,4193| 48104, 1,6089
i na.| 560,779 450,021 na.| 110,758 na.
24,082,001 22543.1) 17,831.8] 6,250.2) 4,711.3) 15389 na| 477709 367434 na| 110275 na
2425541 22650.0| 17,9858 6,269.6| 4,664.2| 16054 n.aA 444’339 334'751 n.a. 109’588 n.aA
2414111 22498.1| 17,7376 6,4035) 47605 16430 486548| 462,898 | 339.419| 147,120 | 123.479 | 23,650
25,387.5| 23,879.4| 18,7654 66221 5,114.0| 1,508.1 Yn a 507’322 377,182 n a 130'140 'n a
25,2636| 23,7857 184297 6,833.9! 5356.0| 14779 nla‘ 5951736 442'573 n'a' 1531163 n.al
24837.1| 233454 179589| 6,878.2! 5386.5| 14917 e ! ! e ! -
24,180.7| 22,812.0| 17,529.6| 6,660.1' 5282.4| 1,377.7 Percent change at annual rates:
242215 22,760.2| 17,536.9( 6,684.6! 5223.3| 1,461.3 1999-2005 na. -0.4 -12 na. 2.3 n.a.
25,670.0| 24,2725 18,5654 7,104.6| 5707.1| 1,3975 2005-2006 na. 174 17.3 na. 17.7 na.

p Preliminary

1 Revised

1. Break in series. {Beginning with 1999, BEA expanded its estimates to include data for “very small” foreign
affiliates and for parents that had only “very small” foreign affiliates. For details, see the technical note on page

121 of the December 2002 Survev oF CURRENT Busingss.)
MNC Multinational company
MOFA Majority-owned foreign affiliate
n.a. Not available

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



28 U.S. Multinational Companies November 2008

Chart 1.Value Added and Change in Value Added of M NCs by Country in 2006

Value Added

I More than $30 billion

I $8 billion to $30 billion
$2 billion to $8 billion
$500 million to $2 billion
$100 million to $500 million
Less than $100 million

Percent Change in Value Added

Note. The percent change is undefined because value added changes sign between 2005 and 2006, value added was zero in 2005 or 2006, or value added was less than $100 million in 2005 or 2006— for these
countries, small dollar changes may produce large percent changes.

U.S. Bureau of Economic Analysis
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percentage points from the shares in the 1999 operations of U.S. MNCs, operations of U.S. parents,

benchmark (or census) survey year. and operations of their foreign affiliates.
« Most foreign affiliates continued to be located in
high-income countries. In 2006, affiliates in these Worldwide Operations of U.S. MNCs

countries accounted for 79 percent of the value Four aspects of the worldwide operations of U.S.
added by all affiliates and for 90 percent of the value MNCs are examined here: value added, employment,
added by affiliates that were newly acquired or U.S. trade in goods, and research and development
established. However, the high-income-country performed by MNCs.

share of value added by all affiliates in 2006 was

down 6 percentage points from its level in the 1999 Value added

benchmark survey year. In current dollars, the value added of U.S. MNCs in-
The value added of affiliates in middle- creased 8.4 percent in 2006 to $3,504.9 billion (table
income countries—such as China, Brazil, and 2). The value added of U.S. parents increased 8.1 per-
Poland—grew at a double-digit rate in 2006 as it has centto $2,509.2 billion. And the value added of foreign
since 2003. Much of the production by affiliates in  affiliates increased 9.2 percent to $995.6 billion.

these countries serves the local market; in 2006, 68

percent of sales by these affiliates were to local cus- Table 2. Value Added of Nonbank U.S. Multinational Companies
tomers, 20 percent were to customers in other for- by Industry of Parent, 2005 and 2006

eign countries, and 12 percent were to U.S. pttons ofgetars

customers. 2005 2006 Change ercent

change
*«U.S. MNCs continued to account for a large share of
N 3 . All industries 3,232,582 3,504,857 272,275 8.4
the U.S. trade in goods in 2006. Trade associated  wining 94118 100244 6,126 65
with U.S. parents or their foreign affiliates  UV%es 93.557 88577 -9.980 107
R R Manufacturing 1,621,268 1,711,406 90,138 5.6
accounted for 51 percent, or $531.7 billion, of total Of which:
Food 90,973 96,605 5,632 6.2
U.S. exports of goods and for 37 percent, or $678.2 Petroleum and coal ProduCtS ... 331,139 362,551 31,412 95
HTH H Chemicals 288,299 297,701 9,402 3.3
b||||0n7 OftOtaI US Imports OngOds Primary and fabricated metals.........cccccoviiiiiininiics 71,446 79,557 8,111 11.4
The remainder of this article examines worldwide Machinery . 77039 82810 5771 5
Computers and electronic products.......cccccoeeevcveneees 157,193 163,155 5,962 3.8
Electrical equipment, appliances, and components 31,154 39,162 8,008 25.7
Transportation equipmMent.......cccciiineccceeesecens 264,125 267,963 3,838 15
159,141 169,883 10,742 6.7
Information 322,894 338,301 15,407 4.8
Data AValIablIlty Finance (except depository institutions) and insurance..... 197,135 269,722 72,587 36.8
S H H H Professional, scientific, and technical services.................. 177,745 200,363 22,618 12.7
the flnallt_es’il_mat?s of the.WOE:\C/le’lllIge) c;pergggsns O; Other industries 566,725 631,360 64,635 11.4
.S. multinational companies s) for an
the preliminary estimates for 2006 are presented in
this article. The estimates are based on the 2005 and The available evidence on changes in prices and ex-
2006 annual surveys of U.S. direct investment abroad. change rates suggests that in real terms, the value
More detailed estimates from the surveys are posted added of U.S. parents and foreign affiliates increased
on BEA's Web site. significantly. For U.S. parents, the 8.1 percent increase
The final estimates of U.S.-MNC operations for in current-dollar value added substantially exceeded

1977 and for 1982-2004 are available in publications
or in files that can be downloaded free of charge from
our Web site at www.bea.gov.

For more information about these products and
how to obtain them, go to www.bea.gov/bea/ai/iid

the 2.8 percent rate of inflation (as measured by the
implicit price deflator for GDP of all U.S. private in-
dustries). For foreign affiliates, the 9.2 percent increase
in value added exceeded the increase in current-dollar
values that could be attributed to the combined effects

uide.htm.
‘ The Bureau has a free service on its Web site that of the 2.2 percent average rate of inflation in host
allows users to interactively access detailed data on the countries and the 0.9 percent depreciation of the dollar
operations of U.S. multinational companies, on the against major foreign currencies.4 Estimates presented
operations of foreign-owned companies in the United later in this article indicate that the real value added of

States, and on other aspects of U.S. direct investment
abroad and foreign direct investment in the United

States. For an introductory guide to this service, see 4. The rate of inflation in 12 major euro area countries and in 15 other

major host countries averaged 2.2 percent in 2006. Together, these coun-

Ned G. Howenstine, “Primer: Accessing BEA Direct tries accounted for 79 percent of total value added of foreign affiliates in
Investment Data Interactively,” surv.y 86 (May 2006): 2006. The average inflation rate (weighted by foreign affiliate value added)
61-64. in these countries was derived from data on GDP implicit price deflators

from the World Bank Web site. The weighted average U.S.-dollar price of
the currencies of these countries increased 0.9 percent in 2006.
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foreign affiliates in manufacturing increased 3.4 per-
cent in 2006.

Employment

In 2006, employment by U.S. MNCs increased 2.2 per-
cent to 31.2 million workers. The employment by U.S.
parents increased 1.3 percent to 21.7 million; the larg-
est increases were in professional, scientific, and tech-
nical services and in “other industries” (mainly
transportation and warehousing). The 1.3 percent
growth in parent employment was slower than the 1.9
percent growth in employment in all U.S. domestic
private industries.

Employment by foreign affiliates increased 4.4 per-
cent to 9.5 million. By area, the largest increases were
in Europe and in Latin America and Other Western
Hemisphere. By industry, the largest increases were in
manufacturing and in “other industries” (mainly retail
trade and food services).

U.S. trade in goods

In 2006, U.S. exports of goods that involved U.S. par-
ents or their majority-owned or minority-owned for-
eign affiliates— M NC-associated exports—increased
8.7 percent to $531.7 billion (table 3). This increase
was slower than that for exports of goods by all U.S.
businesses (14.4 percent); as a result, the MNC-associ-
ated share of total U.S. exports of goods fell from 54
percent in 2005 to 51 percent in 2006.

MNC-associated imports of goods increased 5.6
percent to $678.2 billion. The increase was slower than
the increase in total U.S. imports of goods (10.8 per-
cent); as a result, the MNC-associated share of total
U.S. imports of goods fell from 38 percent in 2005 to
37 percent in 2006.

The increase in MNC-associated exports of goods in
2006 reflected increases in both trade between U.S.
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parents and their foreign affiliates and trade between
U.S. MNCs and “others” (trade between U.S. parent
companies and foreigners other than their own affili-
ates and trade between foreign affiliates and U.S. resi-
dents other than their own parents). Exports by U.S.
parents to their foreign affiliates increased 7.7 percent,
and U.S. exports between U.S. MNCs and others in-
creased 9.3 percent. By industry of U.S. parent, the
largest increase in exports between U.S. MNCs and
others was by parents in transportation equipment
manufacturing. By industry of foreign affiliate, the
largest increases in intra-MNC exports were to affili-
ates in transportation equipment manufacturing and
chemical manufacturing.

The increase in MNC-associated imports of goods
reflected increases in both U.S. MNC trade with others
and imports shipped by foreign affiliates to their U.S.
parents. U.S. imports between U.S. MNCs and others
increased 7.2 percent, and imports by U.S. parents
from their foreign affiliates increased 2.9 percent. By
industry of U.S. parent, the largest increase in imports
between U.S. MNCs and others was to parents in pe-
troleum and coal products manufacturing. By industry

Table 3. U.S. Trade in Goods Associated with
Nonbank U.S. MNCs, 2005 and 2006
[Millions of dollars]

2005 2006

MNC-associated U.S. exports, total 489,299 531,702

Intra-MNC trade 188,771 203,352

Shipped by U.S. parents to their MOFAs 175,524 189,706

Shipped by U.S. parents to their other foreign affiliatesL.......cccccccouvienn 13,247 13,646

MNC trade with others 300,528 328,350

Shipped by U.S. parents to foreigners other than their own affiliates........ 266,994 291,794
Ofwhich:

Shipped by U.S. parents to their foreign parent groups2.........ceeeeue. 39,733 39,473

Shipped to foreign affiliates by U.S. persons other than their own parents 33,534 36,556

To MOFA 33,534 36,556

To other foreign affiliates3. na. n.a.

MNC-associated U.S. imports, total 642,484 678,181

Intra-MNC trade 244,965 252,173

Shipped by MOFAs to their U.S. parents 227,509 234,346

Shipped by other foreign affiliates to their U.S. parents L.......cccccccovueneee. 17,456 17,827

MNC trade with others 397,519 426,008

Shipped to U.S. parents by foreigners other than their own affiliates........ 347,181 376,007
Ofwhich:

Shipped to U.S. parents by their foreign parent groups2.........ccccceueeee 107,090 102,995

Shipped by foreign affiliates to U.S. persons other than their own parents 50,338 50,001

By MOF. 41,920 46,002

By other foreign affiliates 8,418 3,999

Addenda:

All US. exports of good 905,978 1,036,635

U.S.-MNC-associated U.S. exports as a percentage of total 54.0 51.3

Intra-U.S.-MNC exports as a percentage of total 20.8 19.6

1,673,455 1,853,938
38.4 36.6
14.6 13.6

All U.S. imports of goods
U.S.-MNC-associated U.S. imports as a percentage of total
Intra-U.S.-MNC imports as a percentage of total

1. This number is calculated as total exports (imports) between U.S. parents and all of their foreign affiliates
(as reported for U.S. parents) less exports (imports) between U.S. parents and MOFAs (as reported for
MOFAS).

2. Pertains to U.S. parents that are, in turn, owned 10 percent or more by a foreign person. The foreign
parent group consists of (1) the foreign parent of the U.S. parent, (2) any foreign person, proceeding up the
foreign parent's ownership chain, that owns more than 50 percent of the person below it, 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.

3. This number is calculated as total exports (imports) associated with “other” (that is, minority-owned and
50-percent owned) foreign affiliates (as reported for affiliates) less the estimate of exports (imports) between
U.S. parents and “other foreign affiliates that are calculated as described in footnote 1. However, these esti-
mates may be imprecise because of differences in the coverage of the data reported for U.S. parents and for
foreign affiliates. No estimate of exports is available for 2005 and 2006, because the differences were espe-
cially large in those years.

MNCs Multinational companies

MOFAs Majority-owned foreign affiliates

n.a. Not available

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



November 2008

of foreign affiliate, the largest increases in intra-MNC
U.S. imports were shipped by affiliates in wholesale
trade.

Research and development

Expenditures for research and development (R&D)
performed by U.S. MNCs increased 5.4 percent in 2006
to $216.3 billion (table 4). R&D expenditures by U.S.
parents increased 5.8 percent to $187.8 billion. And
R&D expenditures by foreign affiliates increased 3.0
percent to $28.5 billion.

Table 4. R&D Performed by Nonbank U.S. Multinational Companies
by Industry of Parent, 2005 and 2006

[Miltions of doilars]

2005 | 2006 | Change ':ﬁ;ﬁgg

All industries .1205,251 [ 216,297 | 11,046 5.4
MINING ..o 427 D) D) (D)
Utilities .... 35 34 -1 2.9
MaNUIACIUNING ....oevvoeev s 168,217 | 177,350 9,133 54

Of which: |

Food 1742 2,056 314 18.0
Chemicals..... 52,422 52,124 ~298 -0.6
Primary and fabricated metals ... 1,423 1,435 12 0.8
Machinery. 6,336| 6,882 546 8.6
Computers and electronic products...........cceceveccvnrnns 41,778 | 47,162! 5384 12.9
Electrical equipment, appliances, and components . 1,932 3,073] 1,141 59.1
Transportation equipment 50,314 | 51,662 1,348 2.7
Wholesale trade......... 5395| 5,362 ~33 -0.6
Information........... 14,3861 15733 1347 9.4
Finance {except depository institutions) and insurance 258 (D), (D) )
Professional, scientific, and technical services............ 14,833 | 15,452 619 4.2
Other industries ......... 1,701 1,804 103 6.1

D Suppressed to avoid disclosure of data of individual companies.

By industry of U.S. parent, the largest increases in
R&D expenditures were in computers and electronic
products manufacturing and in transportation equip-
ment manufacturing. Within computers and elec-
tronic products, producers of microprocessors and
cellular telephones increased their R&D activities.
Within transportation equipment, R&D expenditures
were boosted by aircraft manufacturers’ research di-
rected toward improving fuel efficiency.

U.S. Parents’ Operations
Two aspects of the operations of U.S. parent companies
are examined here: value added by industry and re-
search and development performed by parents.

Value added

Current-dollar value added of U.S. parents increased
8.1 percent in 2006 to $2,509.2 billion after increasing
6.8 percent in 2005. The 2006 increase largely reflected
increases in parents’ ongoing operations (table 5, line
4); increases related to the addition of new parents to
the U.S. MNC universe (line 3) and to unallocated
changes (line 6) were relatively small. These increases
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were partly offset by a relatively small decrease related
to the departure of U.S. parents that sold or liquidated
their last foreign affiliate (line 5).

Table 5. Sources of Change in the Value Added of

Nonbank U.S. Parent Companies, 2005-2006
[Millions of dollars]

T{2005 [EVEL...........ooooveiir it ceeeen st ssssn s s sss s 2,321,092
2 {Total change [T 188,127
3| NEW PAIENES T..oeooereeececcienir e cccnmsane s e 5,357
4| Changes in existing operations ..............omiiminn: 148,153
5| Parents departing the UNIVEISE *..........vcmmmmiicnmensicnrmcnnisicinns 8,997
6] Otherchanges ... s s 43,614
T12006 18VEL............ooooccr i ssecsecncenscormreasssensssc e e 2,509,219

1. Parents that established or acquired their first foreign affiliate in 2006.

2. Consists of changes in existing operations and changes resulting from parents acquiring, establishing,
selling, or liquidating parts of their consolidated operations. BEA generally requires survey respondents to fully
consolidate their U.S.-parent operations.

3. Parents that sold or liquidated their last foreign aftiliate and those that went out of business in 2006.

4. Equals the change in the value added of parents not accounted for in lines 3-5, such as changes resulting
from the addition to the survey universe of parents that were required to report in earlier years but did not. Line
6 will also capture any measurement error in the items on the other lines, because it is calculated as the differ-
ence between line 2 and the sum of lines 3, 4, and 5.

By industry, the increases in value added of U.S.
parents were widespread, but the sharpest increases
were in finance (except banks) and insurance; profes-
sional, scientific, and technical services; and other in-
dustries (mainly transportation) (table 6). In finance
(except banks) and insurance, value added increased
$70.5 billion or 43.8 percent; the increase partly re-
flected favorable business conditions such as a high
rate of corporate merger and acquisition activity,
which boosted demand for securities underwriting ser-
vices. In professional, scientific, and technical services,
value added increased $19.4 billion or 15.8 percent,
partly reflecting rising sales of software and related
support services to businesses. In other industries,
value added increased $49.6 billion or 10.3 percent,
partly reflecting higher revenues in ocean and rail
transportation.

Table 6. Value Added of Nonbank U.S. Parent Companies,
by Major Industry, 2005 and 2006

{Millions of dollars)

2005 | 2006 | Change | Eﬁ;‘;g;‘

Al industries ... 2,321,0922,509,219 | 188,127 8.1
Mining . 60,080 | 64,997 4917 8.2
Utilities ........ 83,195: 75,094 -8,101 -9.7
Manufactring ..........c....ccoomeeecrccccrnnces ..|1,005,149 11,045,509 | 40,360 4.0

Of which:

0107 63,164| 64915( 1,751 28
CREMICALS......vvvvereeivceer s eesssecennecs s 179,117 | 185277 6,160 34
Primary and fabricated metals. ... 56,631 61,696 5,085 89
Machinery 53,293| 54,565| 1272 24
Computers and electronic products................ .| 105889 100227 | -5662 -53
Electrical equipment, appliances, and component 23,198| 29,879 6,681 28.8
Transportation 8QUIPMENt ...........ccccercrrrirmrrierrecnins 182,729| 183800| 1,071 0.6
Wholesale trade................ceeeurccormeriivnsssnniins 128,124| 132,651 4527 35
Information 280,647 287,669 1 7,022 2.5
Finance (except depositary institutions) and insurance.....| 161,002] 231,465 | 70,463 438
Professional, scientific, and technical services .| 122,453 141,835| 19,382 15.8
Other INGUSEIIES ..........cooovrmvirmeccreerneresiissns .| 480,443| 529,998 | 49,555 10.3
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Research and development

In 2006, expenditures for R&D performed by U.S. par-
ents totaled $187.8 billion, compared with $177.6 bil-
lion in 2005. U.S. parents accounted for 76 percent of
total R&D performed by all U.S. businesses in 2006
(table 7). This share is notably higher than parents’
share of private industry value added, which was 25
percent, and of employment, which was 19 percent.
Taken together, these shares suggest that production by
U.S. parents is highly R&D intensive.

In 2006, as in previous years, parents in manufac-
turing accounted for the largest share (81 percent) of

Table 7. Research and Development Performed by Nonbank U.S.
Parent Companies and by All U.S. Businesses, 1997-2006

[Millions of dollars]

R&D by parents

Performed Performed by all as a percentage of
by parents U.S. businesses1 R&D by all U.S.
businesses

106,800 157,739 67.7
113,777 169,180 67.3
126,291 182,711 69.1
135,467 199,539 67.9
143,017 198,505 72.0
136,977 193,868 70.7
139,884 200,724 69.7
164,189 208,301 78.8
177,598 226,159 78.5
187,813 247,669 75.8

1 These estimates are computed using data obtained from the National Science Foundation Web site
www.nsf.gov/statistics/infbrief/nsf08313.
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R&D performed by parents (table 8). Within manufac-
turing, parents in chemicals, computers and electronic

Table 8. Research and Development Performed by
Nonbank U.S. Parent Companies and by
All U.S. Businesses, in Selected Industries, 2006

[Millions of dollars]

R&D by
R&D R&D parents as a
performed  percentage of
performed
by parents by vaII us R&D by
businessesl all US.
businesses2
All industries 187,813 247,669 75.8
Manufacturing 151,974 171,814 88.5
Ofwhich:
Petroleum and coal products........cccocoevciceciecicsecieneae . 2,316 1,432 161.7
Chemicals 44,914 46,329 96.9
Ofwhich:
Basic chemicals......covviiiicicicicccccn 1,555 2,152 72.3
Resins and synthetic rubber, fibers, and
filaments 2,417 1,975 122.4
Pharmaceuticals and medicines..........cccccceeuee. 36,163 38,901 93.0
Machinery 5,893 9,848 59.8
Computers and electronic products........occvcviiiini 41,727 56,773 73.5
Ofwhich:
Computers and peripheral equipment.............. 8,080 (D) (D)
Electrical equipment, appliances, and components..... 2,748 2,281 120.5
42,850 (D) (D)
Ofwhich:
Motor vehicles, bodies and trailers, and parts 18,272 (D) (D)
Miscellaneous manufacturing.......ccoocvovvinicinicinicinins 4,397 5,150 85.4
Inform ation 14,264 26,883 53.1
Ofwhich:
Publishing industries 10,329 (D) (D)
Professional, scientific, and technical service 14,282 38,049 37.5
Of which:
Architectural, engineering, and related services...... 148 6,579 2.2
Computer systems design and related services 9,005 14,841 60.7

D Suppressed to avoid disclosure of data of individual companies.

1. Source: National Science Foundation.

2. In some industries, the percentage of all-U.S.-business research and development accounted for by U.S.
parents exceeds 100 percent. Differences in industry classification and geographic coverage may explain these
anomalies. For instance, Puerto Rico is excluded from the National Science Foundation data, but it is included
in the BEA data.

Data on U.S. Direct Investment Abroad

s ea collects two broad sets of data on U.S. direct invest-
ment abroad: (1) financial and operating data of U.S.
multinational companies and (2) international transac-
tions and direct investment position data. This article
presents highlights of the first set of data; the second set
of data is usually published in the July and September
iSsues 0fthe survey or Current Business.1

Financial and operating data. The financial and oper-
ating data provide a picture ofthe overall activities of for-
eign affiliates and U.S. parent companies, using a variety
of indicators of their financial structure and operations.
The data on foreign affiliates cover the entire operations
ofthe affiliate, irrespective of the percentage of U.S. own-
ership. These data cover items that are needed in analyz-
ing the characteristics, performance, and economic
impact of multinational companies, such as sales, value
added, employment and compensation of employees,
capital expenditures, exports and imports, and research

1. See Marilyn Ibarra and Jennifer Koncz, “Direct Investment Posi-
tions for 2007: Country and Industry Detail,” Survey 88 (July 2008):
20-35 and Jeffrey H. Lowe, “Direct Investment, 2004-2007: Detailed
Historical-Cost Positions and Related Capital and Income Flows,” Sur-
vey 88 (September 2008): 34-121.
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and development expenditures. Separate tabulations are
available for all affiliates and for affiliates that are major-
ity-owned by their U.S. parent(s)

International transactions and direct investment
position data. The international transactions data cover
a foreign affiliate s transactions with its U.S. parent(s), so
these data focus on the U.S. parent’s share, or interest, in
its affiliate rather than on the affiliate’s size or level of
operations. These data are essential to the compilation of
the U.S. international transactions accounts (ITAs), the
international investment position, and the national
income and product accounts. The major data items
include capital flows (recorded in the financial account of
the ITAs), which measure the funds that U.S. parents
provide to their foreign affiliates, and income (recorded
in the current account), which measures the return on
those funds

Direct investment position data are stock (cumulative)
data; they measure the total outstanding level of U.S.
direct investment abroad at yearend. Estimates are pro-
vided both at historical cost and in terms of current-
period prices. The historical-cost estimates are published
by country and by industry.
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products, and transportation equipment accounted for
the largest shares of R&D spending.

In 2006, parents accounted for more than 90 per-
cent of U.S. R&D spending in such manufacturing in-
dustries as petroleum and coal products; resins and
synthetic rubber, fibers, and filaments; pharmaceuti-
cals and medicines; and electronic equipment, appli-
ances, and components. These high shares partly
reflect the parents’ large share of total U.S. economic
activity in these industries. Also, most U.S. parents are
relatively large firms, which tend to conduct a dispro-
portionately large share of total R&D spending.

Operations of Foreign Affiliates
Four aspects of the operations of foreign affiliates are
examined here: value added, the distribution by coun-
try and by industry of newly acquired or established
affiliates, the affiliates’ shares of host country GDP, and
research and development performed by affiliates.

Value added

Current-dollar value added of foreign affiliates in-
creased 9.2 percent to $995.6 billion in 2006. The in-
crease largely reflected growth in affiliates’ ongoing
operations (table 9, line 6); increases related to the ad-
dition of new affiliates to the U.S. MNC universe (line
3) or to unallocated changes (line 8) were not as large
and were partly offset by a decrease related to the de-
parture of affiliates that were sold or liquidated (line
7).

Table 8. Sources of Change in Value Added of
Nonbank Majority-Owned Foreign Affiliates, 2005-2006

[Millions of dollars]

112005 level..... R e 911,490
2 [Total change ... 84,148
3| New fareign affiliates ............. 15,571
4 Acquired by U.3. parent 4,379
5 Established by U.S. parent: 11,192
6] Changes in existing operations 70,895
7| Sales or liquidations of foreign affiliates . -12,731
8| Otherchanges 2 10,413
912006 IBVEL.......cooeee et s 995,638

1. Includes changes resulting from foreign affiliates acquiring, establishing, selling, or liquidating parts of
their consolidated operations. BEA permits survey respondents to consolidate affiliate operations that are in the
same country if the affiliates are also in the same industry or are integral parts of a single business operation.

2. Equals the change in the value added of foreign affiliates not accounted for in lines 3-7, such as changes
resulting from the addition to the survey universe of affiliates that were exempt from reporting in earlier years
and affifiates that were required to report in earlier years but did not. Line 8 will also capture any measurement
error in the items on the other lines, because itis calculated as the difference between line 2 and the sum of
lines 3,6.and 7.

By area, the increases in value added of foreign affil-
iates were widespread, but the sharpest increases were
in the Middle East, Latin America and Other Western
Hemisphere, Africa, and Asia and Pacific (table 10). In
the Middle East, the value added of affiliates increased
$4.7 billion or 53.1 percent; in Africa, it increased $5.2
billion or 15.5 percent. In both areas, the increases
were concentrated in mining (mainly oil and gas ex-
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traction) and partly reflected the rise in petroleum
prices, which both raised the value of a given level of
output and encouraged expansion in output.

In Latin America and Other Western Hemisphere,
the value added of affiliates increased $14.9 billion or
16.5 percent. The largest increases were in manufactur-
ing, mining, and “other industries” (mainly retail
trade). The increase in manufacturing was concen-
trated in Brazil and Mexico and partly reflected rapid
economic growth in those countries. The increase in
mining occurred mainly in Other Western Hemisphere
and partly reflected expansions in offshore oil and gas
extraction in the Caribbean. The increase in retail
trade partly reflected the continued expansion of U.S.-
based discount retailers.

In Asia and Pacific, the value added of affiliates in-
creased $24.4 billion or 15.4 percent. The largest in-
creases were in manufacturing, mining, wholesale
trade, and finance (except banks) and insurance. The
increases in manufacturing were largest in Singapore,
Australia, Korea, and China. In Australia, the largest
increases were in primary and fabricated metal manu-
facturing. In Singapore and China, the largest increases

Table 10. Value Added of Majority-Owned Nonbank Foreign Affiliates
by Major Area and by Major Industry of Affiliate, 2005 and 2006

[Miliions of dollars]

Percent
2005 2006 | Change change
All areas, all industries ..., 911,490 ‘ 995,638 84,148 9.2
By area l
Canada ... 107,700 ! 114,247 6,547 6.1
Europe 512,235 | 540,683 | 28,448 5.6
Of which:
France 49,898| 50,013 115 0.2
Germany........ 78,380 ' 85285| 6,905 88
Netherlands ... 28,583 26610f -1973 -6.9
United Kingdom..... 152,983 154,818 1,835 12
Latin America and Other Western Hemisphere 90,463"' 105370 14,907 16.5
Of which:
Brazil 20,967 24,900 3,933 18.8
Mexico .. 25359 | 28,353 2,994 1.8
33,406, 38,569 5,163 15.5
. . pns 8,783 \ 13,450 4,667 53.1
Asia and Pacific ............conieeciini e 168,903 | 183,319 | 24,416 15.4
Of which:
AUSHAA ..o 32,780 | 39,040 6,260 19.1
China 16,221 18,413 2,192 135
39,281| 39,380 99: 03
By industry
MIRING ..ot e e 116,464 | 129,703| 13,239 11.4
Utilities .. I 11,700 11,168 -532 -45
ManUACHUING ... mseeens 427,690 | 455,497 | 27,807 6.5
Of which:
oo N .| 25454 28294| 2,840 112
Chemicals.............conrirrnnee. 86,014 86,228 214 0.2
Primary and fabricated metals..........ccoccoerrrvvcrrerinnas 16,000 18,881 2,881 18.0
Machinery..........cccoecerivrnnnne 247231 27,7447 3,021 122
Computers and electronic products 40321| 47276| 6,955 17.2
Electrical equipment, appliances, and components 10,754 12,115 1,361 127
Transpartation eQUIBMENt .........coocvmmemmiecnrricrennns 57947 62,687 4,740 82
WhOIESlE trade .......ccccomrecerniirieinvrenrec s eserccenenneene 132,580 | 142512 9,932 75
Information............ 37,431 40607 3,176 85
Finance (except depository institutions) and insurance...... 33,885| 38,043 4,158 123
Professional, scientific, and technical services.. .1 54806| 57745 2,939 54
Other industries ] 96,933 | 120,364 | 23,431 242

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



34

were in computers and electronic products manufac-
turing. In Korea, the largest increases were in transpor-
tation equipment manufacturing. In mining, the
increases were concentrated in Australia and Thailand
and partly reflected the rise in petroleum prices. The
largest increase in wholesale trade occurred in China
and partly reflected strong economic growth in that
country. The largest increase in finance occurred in
Hong Kong and partly reflected growth in investment
banking activity related to the growing volume of new
corporate securities issued in China.

In Canada, the value added of affiliates increased
$6.5 billion or 6.1 percent. The largest increases were
in manufacturing and in finance (except banks) and
insurance.

In Europe, the value added of affiliates increased
$28.4 billion or 5.6 percent. The largest increases were
in “other industries” (mainly temporary employment
service firms) and manufacturing. The increase in
temporary employment services reflected the contin-
ued expansion of U.S. employment service firms in Eu-
rope. The increase in manufacturing partly reflected
increased production by German affiliates in transpor-
tation equipment.

U.S. Multinational Companies
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By industry sector, increases were widespread but
were the largest in manufacturing and in “other indus-
tries.”

Newly acquired or established affiliates. Although
most of the increase in the value added of foreign affil-
iates in 2006 resulted from expansions in existing affil-
iates, the addition of affiliates that were newly acquired
or established during the year also contributed. Data
for these affiliates show where U.S. MNCs have been
expanding their operations through new business en-
terprises and thus can provide some evidence of the
countries and industries that have offered attractive in-
vestment opportunities to U.S. MNGs. In 2006, U.S.
MNCs acquired or established 786 new foreign affili-
ates, which had a combined value added of $15.6 bil-
lion and a combined employment of 160,700 workers
(table 11).

By area, high-income countries accounted for 90
percent of the total value added of all new affiliates and
for 66 percent of their total employment. New affili-
ates in high-income countries accounted for a much
larger share of the value added of all new affiliates than
of their employment because they tend to be in-
volved in less labor-intensive industries than affiliates

Table 11. Newly Acquired or Established Nonbank Majority-Owned Foreign Affiliates by Major Area and Industry of Affiliate, 2005 and 2006

2005 2006
Number of newly acquired ) Number of newly a;:qmred
: - Value added | Number of Value added | Number of
or established affiliates | " milions employees or established affiliates (milions | employees
Total Acquired Established of dollars) | {thousands) Total Acqunredj Estabhshed Ot dallars) | (thousands)
TOAL ..ot 775 303 472 ‘ 20,913 [ 225.9 786 351 r 15 571 160]
By area :
CANAGA. ..o 60 22 381 7427 : 15 60 38) 22| 2,943 16.6
Europe 421 173 248 \ 6,550 } 739 437, 217 J 220 4707 777
Latin America and Other Weslern Hemisphere 108 34 74° 1,479 312 98 [ 66 1.757 18.9
Affica .. 12 4 8 102’ 16 151 9l 154 05
Middle E 16 7 139 32 8 3 5 3,381 26
Asia and Pacific........ . 158 63 95 ! 5216 1009, 168 55 13, 2,936 443
High-income countrigs'........... 635 235 400" 15,856 | 109.3| 644 280 364 14,057 | 105.2
Upper-middle-income countries ' 65 32 33 938 327 64 29 35 772 ‘ 236
Lower-middle-income countries ' 64 32 32 ‘ 3,839 836: 71 40: 3 : 749 318
Low-income countries’ 1 4 280 0.3 | 7 1 ‘ 6! -7 0.1
By industry | | ( }
MINING. .o esasss e et 36 14 22| 9,332 571 29| 20| 9 ( 5,357 | 0.7
UHITHIES.....oooooceeec i 4 i 3‘ 309 25 6 5 1 62 1.1
Manufacturing............cooccceeeiinnnveecceccceeiienns 216 133 83 6,596 1316 239 151 88 4518 944
Of which: ; i i
[ 7 4( 3{ 85 39 7 41 3 102 21
Chemicals ‘ 25 15, 101 661 84 23 13 10 341 7.6
Primary and fabricated metals 14 5 9, 144 3.0 22 8 14 263 78
Machinery. ; 44 36 8 731 16.3 54 43 1 1,128 21.8
Computers and electronic products ... s ( 47 26 21 ’ 1,582 238 55 28 27 1,453 254
Electrical equipment, appliances, and components ! 5 3| 2 10 22 7 5 2 10 25
Transportation equipment...........ccoocuri i, 19 8 11 943 13.1 15 12 3 420 96
WHOIESAIE AR ..v.oevverrrnnrvireraee e e 77 ; 37| 40: 415 5.7 91 51 40 970 1.9
INfOrmation ... et 35 j 17 J 18 ‘ 2,288 17.2 26 15 11 192 4.8
Finance {except depository msmuuons) and insurance | 131 i 14 117 503 5.7 135 28 107 2,899 33
Professional, scientific, and technical services . 39 15 24 410 7.3 37 17 20 164 5.0
Other industries 237 72 165 1,059 50.2 223 64 159 1,409 395
Of which:
Holding CoMPanies...........cmmmimmmsnnismenrii s 118 27 | -964 18 128 36 92 -69 0.8
. T L L. L L

1. As classified by the World Bank.
Nore. The statistics in this table cover only newly acquired or established affiliates. They exclude data for
consolidated units of existing affiliates that were acquired or established during the year.
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in low-to-middle-income countries and in given
industries, these may employ less labor-intensive
production processes.® New affiliates in two coun-
tries—China and Mexico—accounted for over half of
the employment of new affiliates in low-to-middle-in-
come countries. Roughly half of the production by
new affiliates in these countries was directed toward
customers in the host country and the other half was
directed toward customers in other foreign countries
or in the United States; sales to the United States ac-
counted for 29.0 percent of their total sales in 2006.
For new affiliates and ongoing affiliate operations
combined in these two countries, sales to the United
States accounted for 17.2 percent of their total sales.

By industry, manufacturing continued to be among
the leading industries for new investments in 2005.6
New manufacturing affiliates accounted for 30.4 per-
cent of all new affiliates, for 29.0 percent of their value
added, and for 58.7 percent of their employment.

Affiliate share of host-country GDP. Value added
of foreign affiliates represents these firms’ contribution
to a host country’s GDP. The share of the host coun-
try’s GDP accounted for by the value added of affiliates
reflects both the country’s attractiveness to U.S. MNCs
as a location for production and the country’s open-
ness to foreign direct investment.

The affiliate share of host-country GDP probably
reflects a variety of factors, including characteristics of
the host country, such as business infrastructure, mac-
roeconomic conditions, and commercial policies (such
as taxation and regulatory policies) of host govern-
ments. In addition, the affiliate share of host-country
GDP appears to be related to linguistic and cultural
similarities between the host country and the United
States. Use of the English language is widespread in all
of the host countries in table 12 that accounted for the
five largest affiliate shares in 2006—Ireland, Singapore,
Nigeria, Canada, and the United Kingdom; in contrast,
the use of English is widespread in only one of the host
countries with the five smallest affiliate shares—India.

The value added of affiliates and therefore the affili-
ate share of host-country GDP also can be influenced
by financial accounting strategies that some U.S.

5. For evidence that U.S. multinationals sometimes tailor their produc-
tion process to conform with host country factor endowments, see Maria
Borga and Robert E. Lipsey, “Factor Prices and Factor Substitution in U.S.
Firms’ Manufacturing Affiliates Abroad,” National Bureau of Economic
Research working paper no.10442 (April 2004).

6. “Holding companies” also accounted for a large share (15.9 percent) of
the number of new affiliates but for very little of their employment or value
added. [n the last two decades, the number of foreign affiliate holding com-
panies has increased sharply, but this trend has had very little effect on the
value added or employment of foreign affiliates because the primary activ-
ity of these companies is holding the securities or financial assets of other
companies.
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MNCs employ to reduce their tax liabilities.” Because
firms can exercise discretion over where they recognize
income resulting from the use of an intangible asset,
the geographic allocation of value added can become
disconnected from where the intangible asset is pro-
duced. A US. MNC might, for example, produce a
commercial innovation in one country and then locate
the ownership rights to that innovation in an affiliate
in a lower tax country to reduce the tax liability on the
stream of income generated by this innovation. Al-
though the affiliate in the lower tax country may add

7. For example, see Robert E. Lipsey, “Defining and Measuring the Loca-
tion of FDI Qutput,” National Bureau of Economic Research working paper
no. 12996 (March 2007).

Table 12. Value Added of Nonbank Majority-Owned Foreign Affiliates
as a Percentage of GDP of Selected Host Countries, 2005 and 2006

2005 2006

Ireland..........cocoorerinens . \ 185 221
SINGAPONE ...vvovmcercnvir s ! 15.0 125
Nigeria........ 6.7 10.9
Canada. . \ 95 9.1
United Kingdom ...... 6.2 6.6
HONGUIAS ...covvvecve v eceneessines e e 58 6.3
Switzerland ............. . 50| 6.0
Costa Rica 6.0 5.7
Belgium 49 \ 5.7
Hong Kong.... 47| 5.6
Malaysia... . 53, 5.2
Australia.... . 43| 5.1
Peru 4.3 4.6
NOTWAY ..o cverreceneerresmmene s eenrnssesmmssseresss s 55 46
ThalaNG......oecerrieeereri e i v 39 42
Netherlands ............ 43 4.0
Argentina 40 38
MEXICO ..o 33 34
Chile 3.1 33
Philippines ................ . 33 33
Hungary 28 3.0
VBNEZUEIA ..c...ocovv it e secn s cersssst oo 36 3.0
Germany....n e ————— 2.7 29
Colombia 26 29
T T ORI 22 28
New Zealand..... . 33 27
Indanesia ....... 33 27
30 o S 2.7 2.7
Czech Republi........occoieeeini et 2.9 2.6
Sweden 281 26
T 21| 23
United Arab Emirate: 1.0} 23
France 23 22
DENMATK......cooio e 1.7 22
Portugal .. . 24 22
South Africa . 19 22
Poland......... 1.9 1.9
ECUAAON ..ot 27 17
Italy 18 17
AUSHAL ettt et st e 1.7 1.6
Taiwan 1.7 1.6
FIONG ..cvveee e e ssesies s e 1.7 1.5
Spain... . 1.4 14
Turkey . . 1.1 1.4
Republic of Korea ..o 1.0 12

1.3 1.2

1.1 09

0.7 0.7

0.5 0.6

0.4 04

0.1 0.1

2.8 29

-

1. The average share ot host-country GDP in these countries was derived as a weighted average in terms of
hast-country GDP

Nortes. The countries are sorted in descending order of their 2006 shares. If two countries have the same
2006 share, they were sarted using unrounded shares.

Gross domestic product data for host countries were obtained from the World Bank Web site.

GDP Gross domestic product
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some value to the original innovation— for example,
by manufacturing a drug that was developed in an-
other country—some analysts believe that strategic
considerations compel companies to attribute a dis-
proportionate share of income to host countries in
which the tax or regulatory requirements are relatively
light.

Real value added in manufacturing. In addition to
the current-dollar estimates of value added of foreign
affiliates, BEA prepares estimates of the real value
added of foreign affiliates in manufacturing. These es-
timates provide more meaningful comparisons of
value added of foreign affiliates across countries and

Multinational Companies

November 2008

over time than the current-dollar estimates. Compari-
sons across countries are enhanced because the esti-
mates in real terms are based on purchasing power
parity (PPP) exchange rates rather than on market ex-
change rates.8 Comparisons over time are enhanced
because the estimates are denominated in chained
(2002) dollars that account for both changes in prices
and changes in the industry mix of production by
manufacturing affiliates. The estimates are restricted to
manufacturing because the source data necessary for
the adjustments are unavailable for other industries.
The real value added of foreign affiliates in manu-
facturing increased 3.4 percent to $367.2 billion in

Key Terms

The following key terms are used to describe U.S. multi-
national companies (MNCs) and their operations.1

U.S. MNCs

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

U.S. parent. A person, resident in the United States,
that owns or controls 10 percent or more of the voting
securities, or the equivalent, of a foreign business enter-
prise. “Person” is broadly defined to include any individ-
ual, branch, partnership, associated group, association,
estate, trust, corporation, or other organization (whether
or not organized under the laws of any state), or any gov-
ernment entity. If incorporated, the U.S. parent is the
fully consolidated U.S. enterprise consisting of (1) the
U.S. corporation whose voting securities are not owned
more than 50 percent by another U.S. corporation and
(2) proceeding down each ownership chain from that
U.S. corporation, any U.S. corporation whose voting
securities are more than 50 percent owned by the U.S.
corporation above it. A U.S. parent comprises the domes-
tic operations of a U.S. MNC, covering operations in the
50 states, the District of Columbia, the Commonwealth
of Puerto Rico, and all other U.S. areas.

U.S. direct investment abroad. The ownership or con-
trol, directly or indirectly, by one U.S. person of 10 per-
cent or more of the voting securities of an incorporated
foreign business enterprise or the equivalent interest in
an unincorporated business enterprise.

Foreign affiliate. A foreign business enterprise in
which there is U.S. direct investment, that is, in which a
U.S. person owns or controls (directly or indirectly) 10
percent or more of the voting securities or the equivalent.
Foreign affiliates comprise the foreign operations of a

1. Foracomprehensive discussion of the terms and the concepts used,

see Raymond J. Mataloni Jr., “A Guide to BEA Statistics on U.S. Multi-
national Companies,” Survey 75 (March 1995): 38-55.

U.S. MNC over which the parent is presumed to have a
degree of managerial influence.

This article focuses on the operations of majority-
owned foreign affiliates; for these affiliates, the combined
ownership ofall U.S. parents exceeds 50 percent. In 2006,
these affiliates accounted for 87 percent of the employ-
ment of all foreign affiliates of U.S. MNCs, up from 84
percentin 1999.

Measures of operations2

Value added. The portion of the goods and services sold
or added to inventory or fixed investment by a firm that
reflects the production of the firm itself. It represents the
firm’s contribution to gross domestic product in its
country of residence, which is the value of goods and ser-
vices produced by labor and property located in that
country. Compared with sales, value added is a preferable
measure of production because it indicates the extent to
which a firm’ sales result from its own production rather
than from production that originates elsewhere, whereas
sales data do not distinguish between these two sources
of production. Value added can be measured as gross
output minus intermediate inputs; alternatively, it can be
measured as the sum of the costs incurred (except for
intermediate inputs) and the profits earned in produc-
tion. The value-added estimates presented in this article
were prepared by summing the cost and profits data col-
lected in the annual and benchmark surveys of U.S. direct
investment abroad.3

Employment. The number of full-time and part-time
employees on the payroll at yearend. If the employment
of a parent or an affiliate was unusually high or low
because of temporary factors (such as a strike) or large
seasonal variations, the number that reflected normal
operations or an average for the year was requested.

2. Data on the operations of U.S. MNCs cover the survey respondent’s
fiscal year ending in the reference year of the data.

3. For the derivation of the current-dollar value-added estimates, see
Raymond J. Mataloni Jr. and Lee Goldberg, “Gross Product of U.S. Mul-
tinational Companies, 1977-91,” Survey 74 (February 1994): 57.
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2006 (table 13). The 27 countries for which estimates
are separately available accounted for 73.9 percent of
the total. The real value added of manufacturing affili-
ates in these countries increased 0.8 percent to $271.2
billion, in contrast to a 3.8 percent increase in total
manufacturing production in these countries (chart
2). Sharp increases in the Republic of Korea (25.8 per-
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Chart2. RealValue Added of M ajority-0 wned

Foreign A ffiliates in M anufacturing and Industrial

Production in 27 Selected Countries, 1999-2006

Index(2002=100)

cent), Switzerland (25.0 percent), and the Slovak Re- 110
public (22.2 percent) were partly offset by decreases in
Norway (25.0 percent), the Netherlands (21.7 percent), 100
and France (9.6 percent). In the Republic of Korea, real
value added of foreign affiliates increased $1.6 billion
to $7.8 billion, partly reflecting a rise in production %0
for export by affiliates producing goods such as auto-
mobiles and semiconductors. In Switzerland, the real 80
value added increased $0.8 billion to $4.0 billion,

70

8. To translate the value-added estimates that are denominated in foreign

currencies into U.S. dollars for international comparisons, PPP exchange
rates generally are preferable, because they approximate the number of for- 60

eign currency units required in a foreign country to buy the goods and ser-
vices that are equivalent to those that can be bought in the United States
with 1 U.S. dollar. A distinguishing feature of PPP exchange rates is that
they are based on the prices of all goods and services produced or sold in a
country, both those that are traded internationally and those that are not.
For details and for a summary of the methodology used to derive the esti-
mates of real value added, see Raymond } Mataloni Jr., “Real Gross Product
of U.S. Companies’ Majority-Owned Foreign Affiliates in Manufacturing,”
Survey of Current Business 77 (April 1997): 8-17.

MOFAs Majority-owned foreign affiliates

Note. The 27 selected countries are Australia, Austria, Bulgaria, Canada,

the Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Japan,
Lithuania, Mexico, the Netherlands, Norway, Poland, Portugal, the Slovak Republic, Slovenia,

South Korea, Spain, Sweden, Switzerland, and the United Kingdom.

The composite index of host-country industrial production was derived by weighting each

country's index by the country's share in the dollar value of real value added of MOFAs in manufacturing.

U.S. Bureau of Economic Analysis

Table 13. Real Value Added of Majority-Owned Foreign Affiliates in Manufacturing by Country, 1999-2006

Billions of chained (2002) dollars

Share of all-countries total (percent)

1999 2000 2001 2002 2003 2004 2005 2006 1999 2000 2001 2002 2003 2004 2005 2006
All COUNLIIES oo 334.1 341.1 333.8 338.6 336.4 362.3 355.0 367.2 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
27 selected countries ... 2825 282.0 278.9 283 272.8 283.1 269.0 271.2 84.6 82.7 83.6 83.6 81.1 78.1 75.8 73.9
Australia 8.9 9.8 10.0 9.1 7.4 8.0 7.9 9.0 2.7 2.9 3.0 2.7 2.2 2.2 2.2 25
Austria 18 1.8 1.8 1.6 1.4 17 18 19 0.5 0.5 0.5 0.5 0.4 0.5 0.5 0.5
Bulgaria 0} 0.2 0.1 0.2 0.2 0.2 0.2 0.2 *) 0.1 0.0 0.1 0.1 0.1 0.1 0.1
Canada 52.2 54.3 50.7 49.6 49.2 51.1 42.1 43.8 15.6 15.9 15.2 14.6 14.6 14.1 11.9 11.9
Czech Republic ..o 21 2.2 2.6 2.6 2.4 3.2 3.3 3.5 0.6 0.6 0.8 0.8 0.7 0.9 0.9 1.0
Denmark 0.8 0.9 0.7 0.9 0.7 0.7 0.8 0.9 0.2 0.3 0.2 0.3 0.2 0.2 0.2 0.2
Finland.. 0.7 0.7 0.7 0.6 0.4 0.8 0.9 0.9 0.2 0.2 0.2 0.2 0.1 0.2 0.3 0.2
France 22.3 22.1 22.0 21.6 21.2 20.6 20.8 18.8 6.7 6.5 6.6 6.4 6.3 5.7 5.9 51
German 45.4 37.0 36.5 35.6 30.6 36.7 36.6 38.8 13.6 10.8 10.9 10.5 9.1 10.1 10.3 10.6
0.5 0.6 0.5 0.5 0.5 18 2.0 1.9 0.1 0.2 0.1 0.1 0.1 0.5 0.6 0.5
17 1.8 1.6 21 1.6 13 17 1.9 0.5 0.5 0.5 0.6 0.5 0.4 0.5 0.5
Ireland 125 14.1 15.1 195 17.0 16.5 17.3 18.5 3.7 4.1 4.5 5.8 51 4.6 4.9 5.0
Italy. 19.9 19.1 20.0 18.7 17.7 16.9 15.7 14.9 6.0 5.6 6.0 5.5 5.3 4.7 4.4 4.1
Japan 8.2 11.6 14.1 125 12.1 11.6 6.1 5.9 2.5 3.4 4.2 3.7 3.6 3.2 1.7 1.6
Lithuania 0.1 0.2 0.2 0.1 0.1 0.1 0.2 0.2 0.0 0.1 0.1 0.0 0.0 0.0 0.1 0.1
Mexico 19.6 20.5 20.7 21.4 23.9 22.0 211 21.6 59 6.0 6.2 6.3 71 6.1 5.9 5.9
Netherland 11.7 11.9 11.6 12.0 11.0 11.4 12.9 10.1 3.5 3.5 3.5 3.5 3.3 3.1 3.6 2.8
Norway 1.4 1.3 1.4 1.4 15 15 1.6 1.2 0.4 0.4 0.4 0.4 0.4 0.4 0.5 0.3
Poand 1.9 3.3 3.8 4.2 4.9 5.8 5.8 6.7 0.6 1.0 11 12 15 1.6 1.6 18
Portugal 12 2.9 2.8 2.8 2.6 2.5 2.3 21 0.4 0.9 0.8 0.8 0.8 0.7 0.6 0.6
Slovak RepubliC......cccouviiiiiniciniiiniins 0.2 0.2 0.9 1.4 1.5 17 1.8 2.2 0.1 0.1 0.3 0.4 0.4 0.5 0.5 0.6
Slovenia 0.1 0.2 0.2 0.1 0.1 0.1 0.2 0.2 0.0 0.1 0.1 0.0 0.0 0.0 0.1 0.1
South KOrea ..o 18 2.8 2.8 3.9 4.3 5.3 6.2 7.8 0.5 0.8 0.8 1.2 1.3 15 17 21
Spain 9.3 9.3 9.4 9.4 8.8 8.6 8.8 9.2 2.8 2.7 2.8 2.8 2.6 2.4 25 2.5
2.6 3.2 31 3.2 4.1 4.6 3.8 3.7 0.8 0.9 0.9 0.9 12 13 11 1.0
25 3.0 18 2.0 21 2.8 3.2 4.0 0.7 0.9 0.5 0.6 0.6 0.8 0.9 11
United Kingdom 50.1 46.2 43.2 44.3 44.1 445 45.6 45.0 15.0 135 12.9 131 131 12.3 12.8 12.3
All other countries. ..o 51.9 59.1 54.9 56.0 63.7 79.9 87.5 98.4 155 17.3 16.4 16.5 18.9 221 24.6 26.8
2.7 0.8 0.6 13 1.3 0.4 -3.2 -6.1

* Less than $500,000 or less than 0.05 percent.
1. Because the formula for the chain-type quantity indexes uses weights of more than one period, the corre-
sponding chained-dollar estimates are usually not additive. The residual line is the difference between the first

Note. For most of the 27 selected countries, only the 2005 estimates are revised, based on information from
the final results of the 2005 Annual Survey of U.S. Direct Investment Abroad. For a few of the countries,
however, the revisions affect years prior to 2005 because other source data— primarily host-country producer

line and the sum of the most detailed lines. price index data—have been revised.
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partly reflecting a rise in production for export by affil-
iates in the pharmaceutical industry. In the Slovak
Republic, the real value added increased $0.4 billion to
$2.2 billion, partly reflecting a rise in production for
export, which may have been related to the host coun-
try’s accession to the European Union 2 years earlier.

In the Netherlands, the real value added decreased
$2.8 billion to $10.1 billion, partly reflecting reduced
production for export by affiliates producing tobacco
products, which may have been related to a rise in the
excise taxes on those products in some European
countries. In Norway, real value added of foreign affili-
ates decreased $0.4 billion to $1.2 billion; in France,
real value added decreased $2.0 billion to $18.8 billion.
The decreases in these countries largely reflected the
complete or partial sales of parents’ equity interest in
foreign affiliates.

The real value added of foreign affiliates in the
countries other than the 27 selected countries shown
in table 13 increased 12.5 percent to $98.4 billion.
Based on the market-exchange-rate-based estimates,
the increase was particularly rapid in Asia and Pacific.

Research and development

Expenditures for R&D performed by foreign affiliates
of U.S. companies increased 3.0 percent to $28.5 bil-
lion in 2006 (table 14). R&D expenditures continued
to be concentrated in a small number of host coun-
tries. The top two host countries—the United King-
dom and Germany—together accounted for over a
third of the all-countries total, well above their 24 per-
cent share of foreign affiliate value added. The conduct
of R&D in large, high-income foreign countries is a
longstanding tendency that partly reflects efforts to in-
corporate local consumer tastes in product design by
performing R&D in the largest foreign markets and the
availability of college graduates in those countries that
are technically trained. Based on 2004 data from the
Organisation for Economic Co-operation and Devel-
opment (OECD), the percentage of all college degrees
awarded in the areas of science and engineering was 31
percent for Germany and 28 percent for the United
Kingdom, compared with 22 percent for the OECD
countries as a whole.” Growth in R&D expenditures
by foreign affiliates, however, has been most rapid in

9. OECD, Science, Technology, and Industry Scoreboard 2007 (2007).
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recent years in certain countries in Asia and Pa-
cific—particularly China and Singapore. This growth
partly reflects the increasing importance of East Asian
customers in the marketing strategies of U.S. MNCs,
the need to develop products to meet the tastes of
those consumers, and the growing technological capa-
bilities of those countries.

By area, the largest increase in R&D expenditures
was in Asia and Pacific. By industry sector, the largest
increases were in information and in professional, sci-
entific, and technical services.

A partly offsetting decrease in R&D expenditures
occurred in France, which partly reflected the afore-
mentioned sales of parents’ equity interest in foreign
affiliates.

Table 14. Research and Development Performed by
Majority-Owned Nonbank Foreign Affiliates by Major Area
and by Major Industry of Affiliate, 2005 and 2006

[Miilions of doilars)

Percent
2005 2006 Change change
" All areas, all indUSiES.........ooorrorrrr 27653| 28484 831| 30
By area
CANAYA ..o.eeeovecrriree s et sennes | 2433 2,503 70 29
Europe ...... e | 18,805| 18,628 -177 -0.9
Of which
France... e e 2,248 1,447 -801 -35.6
GOIMANY .o eeeee et s 4,609 4,919 310 6.7
Netherlands ...... 392 486 94 240
United Kingdom 5,406 5,378 28 -05
841 865 24 29
405 571 166 41.0
o} () 0) ()
40 65 25 62.5
770 847 77 10.0
Asia and Pacific 4,764 5,575 811 17.0
Of which:
Australia............ . ; 556 596 40 7.2
China 668 804 136 20.4
Japan ... . 1,717 1,739 22 1.3
Singapore i 576 850 274 476
By industry “
MINING ... oo I 13 17 4 30.8
Utilities .......cccovvnreccrnncien. 5 8 3 60.0
ManufaCIUMNG ..o s 23508 23,638 130 0.6
Of which:
Food.. : 358 437 79 224
Chemicals...... | 6589 6,166 423 -6.4
Primary and fabricated metals. 303 320 17 5.6
Machifery ...ccc...ocveerrcecnrerninnne 938 1,128 190 20.3
Computers and electronic products..... 4,822 4874 52 1.1
Etectrical equipment, appliances, and components 623 651 28 45
Transportation equipment ........ | 8021 8,342 321 4.0
Wholesale trade ..............cccoorvccernnne 931 1,017 86 9.2
tnformation 689 1,014 325 472
Finance (except depository institutions) and insurance 5 4 -1 -20.0
Professional, scientific, and technical services................ 2,31 2,688 317 134
Other industries 132 L 97 -35 -26.5

D Suppressed to avoid disclosure of data of individual companies.

Tables 15.1 through 19.2 follow.
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Table 15.1. Selected Data for Nonbank U.S. Parents by industry of U.S. Parent, 2005
Millions of dollars
Sales Research Thoug,fands
Total Net Capital and Value |Compensation employees
assets : Investment | income |expenditures|development! added | of employees
Total Goods | Services income” P expengitures pioy

All industries ... .| 17,196,187 | 7,756,125 5,191,635 2,243,590 320,899( 657,702 377,182 177,598 | 2,321,092 1,281,321 21,472.0
Mining..... 265,859 99,062 78,799 19,532 732 32,758 20,539 403 60,080 15,116 186.8
Qil and gas extraction..............eeereeeririmssnmnrsonsriirins 152,457 52,360 50,354 D) (D) 24,569 14,653 (D) 37,445 3,933 29.7
Other 113,402 46,702 28,444 D) (D) 8,189 5,886 (D) 22,636 11,183 157.1
UBIGIES ...ooooocec i s e 591,482 223,581 13,611 207,366 2,605 8,679 24,196 3 83,195 23,157 256.0
Manufacturing ...........cooooecnnrncmmeieniennes 4,983,958 | 3,612,450 | 3,398,176 141,019 73,255 318,577 159,138 143,335 | 1,005,149 549,668 7,591.1
Food. 279,439 | 273,026 270,884 1,069 1,073 18,168 6,77 1,311 164 34,525 644.8
Beverages and tobacco products........ 216,943 111,694 | 106,786 D) (D) 22,118 3,900 502 53,326 17,941 234.7
Textiles, apparel, and leather products 26,123 33,361 33,317 43 1 1,519 832 195 10,710 7,018 153.7
Wood products 35,460 28,414 27,753 D) (D) 1,539 825 13 9,214 4,885 74.3
Paper 102,592 79,726 79,513 200 14 7,193 2,903 1,408 31,053 17,548 234.5
Printing and related support activities.............ccowcviccnis 21,208 19,666 19,286 356 24 1,83 812 96 11,442 6,147 129.5
Petroleum and coal product 538,286 | 765,134 | 745206 19,483 445 83,260 16,087 2,155| 137,860 27,282 2189
Chemicals 847,330 | 487,197 | 482,800 4,236 162 78,356 20,267 45,004 179,117 86,779 893.3
Basic chemicals . 103,489 93,067 D) (D) 3 5,007 3,319 1,38 23,506 10,908 114.2
Resins and synthetic rubber, fibers and filaments. 89,042 57,701 (D) (D) 82 7,708 2,742 2,510 21,627 9,431 97.1
Pharmaceuticals and medicines .......cooceccvrvvnnnee . 4759801 218,901 217,951 877 73 50,681 11,090 36,352 88,754 45419 411.0
Soap, cleaning compounds, and toilet preparations ..... 95,083 6,200 (D) D) 3 12,962 1,48 2,510 23,851 8,780 1143

ther ..... 83,737 61,328 D) (D) 1 1,998 1,633 2,252 21,379 12,239 156.7
Plastics and rubber products.. 75,090 71,768 69,208 2,560 0 3,399 2,475 1,079 24514 15,981 269.2
Nonmetallic mineral products. 59,973 41,524 41,345 179 0 5,386 | 1,744 389 18,766 8,209 136.7
Primary and fabricated metals ... 162,427 172713 166,850 5,762 101 10487 5,247 1,165 56,631 34,887 544.9
Primary metals 110,243 117,879 113,840 3938/ 101 7079 4,027 544 35,141 20,503 304.9
Fabricated metal products. 52,184 54,834 53,010 1,824 0 3,409 1,220 621 21,490 14,383 2401
Machinery 243576) 182,682 170.422! 9,431 2,830 14,324 5,927 5,492 53,293 38,103 592.4
Agriculture, construction, and mining machinefy .......... 126,209 69,651 65,390 (D) (D) 6,291 2,491 1,955 16,188 12,149 147.2
Industrial machinery 31,772 26,186 24,505 1,616 64 3,233 935 1,210 7972 5305 99.1
Other........ 85,595 86,846 80,526 (D) (D) 4,799/ 2,501 2,327 29,133 20,650 346.1
Computers and electronic products ....... 505,557, 313,153] 291,758 21,358 37 36,350 14,957 36,560 105,889 66,752 8417
Computers and peripheral equipment 111,471 80,354 (D D) 0 2,437 2,068 7,015 13,107 12,392 167.0
Communications equipment... 125,634 68,348 63,921 4,427 0 10,922 3,060 9,255 25,421 13,955 165.0
Audio and video equipment.... 10,474 8,295 (D D) 0 —42 4 360 2,150 1,729 25.4
Semiconductors and other electronic components . 177430 97,949 D (D} 2 18,230 8,296 15,020 40,395 22,036 243.4
Navigational, measuring, and other instruments. 78,799 57,285 50,974 6,276 35 4,706 1,263 4,807 24,439 16,350 236.7
Magnetic and optical media ... 1,748 922 D) (D) 0 98 30 103 378 290 4.0
Electrical equipment, appllances and components 71,638 70,003 68,685 1,319 0 3,672 1,894 1,618 23,198 15,404 257.7
Transportation equipment 1641545 855265, 724,322 67,030 63,913 21,370 70,804 41,692, 182,729 139,352 1,892.0
Motor vehicles, bodies and trailers, and parts 1,010,785 539,573| 479,891 20,088 39,594 -8,768 56,515 18,687 70,769 63,532 971.4
Other..... 630,759 315692 244431 46,942 24,320 30,137 14,290 23,005| 111,960 75,819 920.6
Furniture and related products... 21,993 25,520 25,047 75 398 1,251 446 217 9,315 6,499 1249
Miscellaneous manufacturing. 134,779 81,604 74,998 5,995 811 8,293 3,241 4,341 34,928 22,356 348.0
Wholesale trade...................... 663,791 824274 770,882| 46,471 6,921| 43,208 21,141 5072 128,124 61,570 1,013.6
Professional and commercial equipment and supplies..... 53,667 68,124 61,603 6,481 40 4175 1,064 1,650 14,730 9,465 124.4
Petroleum and petroleum products 138,915 160,964 158,432 2,530 2 12,298 D) (D) 32,242 5215 50.2
Drugs and druggists’ sundries ... 50470) 158,993 ) (D) 0 1,444 (D) (D) 7,036 3,901 106.5
Othel 420,739 | 436,193 D) D) 6,879 25,291 12,238 2,889 74,116 42,989 7326
Informatlon 1,394,565 608,400 65,941 540,361 2,079 51,802 57,077 13,161, 260,647 140,924 1,857.7
Publishing industries ... 192,295 92,323 32,397 58,752 1,174 17,550 2,816 9,504 48,699 30,754 360.1
Motion picture and ‘sound recordmg incustries 29,286 13,961 8,511 5,450 366 267 (D) 3492 2,208 419
Broadcasting and telecommunications 442,103 20,563 421,221 319 28,106 50,503 (D)| 196,188 88,205 1,167.6
Broadcasting, cable networks, and program distribution 2,367 127,590 ( D) 60 4,888 4,130 D) 45,643 19,214 2781
Telecommunications.... 730,511 314,513 D) D) 259 23,218 46,372 (D)| 150,545 68,991 889.5
Information services and daﬁa processmg servnces - 100,106 60,014 4,471 54,958 585 5779 3491 3,197 32,268 19,756 288.1
Finance (except depository institutions) and insurance | 7,651,289 839,333 (D)| 610,076 (D)| 85,878 22,21 228| 161,002 129,008 1,105.2
Finance, except depository institutions ... 3,613,012 236,031 234 126,765 109,032 34,970 10,948 146 57,973 64,959 376.9

Securities, commodity contracts, and other

intermediation 3,360,023 192,245 (D) 93,636 (D} 26,947 3,101 (D) 43,630 57,197 289.6

Other finance, except depository institutions . 252,989 43,786 (D) 33129 D) 8,023 7,848 D) 14,343 7,763 87.2
Insurance carriers and related actwities......... 4,038,277 603,301 (D)} 483,311 D) 50,907 11,323 82| 103,029 64,048 7284
Professional, scientific, and technical services 329,153 ! 224,408 (D){ 200,840 (D) 33,992 7,519 13,750 122,453 86,584 1,065.7
Architectural, engineering, and related services 22,029 36,210 4776 31,434 0 1,019 879 D) 15,004 13,171 172.0
Computer systems design and related services . 152,530 87,496 15,597 71,219 679 14,070 3913 9,133 43,880 33,340 352.0
Management, scientific, and technical consulting 22,078 12,610 (D) 12,404 (D) 1,117 516 115 9,075 7,371 70.2
Advertising and related services..................... 49,500 18,743 18,743 1,406 701 (D) 10,121 7,587 84.7
Other . 83,016 69,348 D) 67,041 (D) 16,380 1,710 4,323 44372 25,116 386.8
Other ind| 1,316,080 1,324,617 838,555; 477,906 8,155 82,808 65,301 1,617 480,443 275,295 8,395.8
Agriculture, forestry, fishing, and huntlng 6,120 (D) 8,508 (D) (D) 240 46 2,499 1,671 50.3
Construction - 42,309 44,900 38,857 5,878 165 2,802 536 4 12,410 7,783 1321
Retail trade 424,952 | 789,596 | 774,405 15,039 152 45,872 23,941 (D)| 212,096 100,781 4,032.6
Transportation and warehousing 300,501 198,556 2,861 195,577 118 5,120 15,688 ; D) 95,033 62,586 914.0
Real estate and rental and leasing. 134,642 56,146 4084, 45414 6,648 5,927 12,197 ) 26,268 12,536 244.3
Real estate......... 49,343 14,439 D) 6,689 (D) 2,952 3342 0 7,247 3,446 35.5
Rental and leasing (except real estate).............. 85,299 41,707 (D) 38,725 D} 2,975 8,854 (D) 19,021 9,089 208.8
Management of nonbank companies and enterprises 131,531 D) ") (D): y (D) 132 0 5,895 751 131
Administration, support, and waste management.. 92,954 84,169 {D} 79,593 (D) 4,950 2,815 (D) 49,593 38,760 1,157.7
Heaith care and social assistance...... 36,798 39,512 (D) 38,828 (D) 2,706 217 (0} 23,479 15,829 3125
Accommodation and food services .... 89,926 68,652 ,548 65,665 439 5,902 4,754 (D) 36,543 23,463 1,178.8
Accommodation 41,852 18,893 (D) 18,864 (D) 1,147 1,849 0 9,833 | 5,304 251.2
Food services and drinking places...........ccc....coueiiieeee 48,074 49,759 (D) 46,801 (D) 4754 2,905 D) 26,710 18,159 927.6
Miscellaneous services 56,356 32,147 2,662 29,482 3 1,589 i 2,826 i 189 16,626 11,135 360.3

* Less than $500,000 (+/-).

D Suppressed to avoid disclosure of data of individual companies.

1. Some parents and foreign affiliates primarily in finance and insurance include investment income in sales fied as sales of services.

revenue source and include it in their income statements in an “other income” category rather than in sales.
BEA collects data on investment income to ensure that—where it is included in total sales—it is not misclassi-

or gross operating revenues. Most other parents and affiliates consider investment income an incidental
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Table 15.2. Selected Data for Nonbank U.S. Parents by Industry of U.S. Parent, 2006

Millions of dollars
[ T
Sales [ Research Thou;fands
Total Net Capital zlind Value Ccf)mperllsation employees
assets . Investment | income |expendituresidevelopment| added | of employees
Total Goods Services income" expenditures
AlLINAUSEHES ..o 18,520,846 | 8,273,414 5,479,679 2,385,973 | 407,763 746,958 442,573 ‘ 187,813 i 2,509,219 1,365,399 | 21,747.6
Mining......... . 325,779 108,563 81,372 26,503 688 32,601 34,104 2961 64,997 16,804 179.1
Oil and gas extraction. 189,136 50,073 (D) (D) 16 17,481 24,1911 8 33,559 3,976 30.2
Other 136,643 58,489 (D) (D) 672 15,121 9914 288 31,439 12,828 1489
Utilities 569,626 210,169 13,035 193,993 3,141 14,834 28,996 29 75,084 20,921 226.4
Manufacturing. 4,868,473 | 3,846,638 | 3,622,206 158,464 65968 | 331,961 168,319 151,974 | 1,045,509 572,341 7,545.9
Food............. 295,012 294,550 (D) (D} Q 21,878 7,721 1,684 64,915 34,938 630.3
Beverages and tobacco products .. 211,333 114,829 (D) (D) 3,438 24,330 3,852 492 57,650 16,785 2245
Textiles, apparel, and leather products.. 25,652 33,831 33,724 105 1 1,603 839 208 11,262 7,898 150.9
Wood products . 36,960 27,907 (D) D) 25 679 1,152 121 8,244 4,728 69.8
Paper.......coowceeee 105,013 79,284 79,064 196 23 7,643 3,463 1,594 36,539 17,288 224.4
Printing and related support activities 20,688 21,168 20,942 226 0 1,969 726 51 11,341 6,070 133.1
Petroleum and coal products. 589,570 839,290 817,105 21,8521 333 93,619 23,497 2,316 154,597 30,042 262.7
Chemicals ......... . 881,619 525202 520,013 5,105 84 81,086 21,514 44914 185277 87,655 893.3
Basic chemicals ............ 126,614} 119,150 117,728 1420 2 6,649 4,853 1,555 25,519 11,919 123.8
Resins and synthetic rubber, fibers and filaments. 92,262 62,536 D) (D} ¢ 8,134 3,152 2417 20,565 8,690 96.4
Pharmaceuticals and medicings ....................... 478214 221,867, 220,751 1,036 81 52,721 10,040 36,163 93,754 45,978 403.4
Soap, cleaning compounds, and foilet preparations . 98,064 60,117 (D) (D} 0 10,518 1,719 2,710 21,952 9,147 120.3
Other 86,465 61,532 60,246 1,284 1 3,064 1,750 2,070 23,487 11,921 149.3
Plastics and rubber products. 85,529 82,213 79,733 2,480 0 2,996 2,633 1,207 26,391 17,890 286.0
Nonmetallic mineral products 62,611 45,888 45,709 179 0 5,828 2,056 406 19,965 8,988 146.6
Primary and fabricated metals .. 173,774 185713| 181,128 4531 54 13,992 5,809 1,184 61,696 35,994 540.3
Primary metals . 115,422 127,864, 125376 2,434 54 9,993 4328 531 39,218 21,208 290.8
Fabricated metal products 58,352 57,849 55,752 2,097 0 3,999 1,481 653 22,479 14,786 2496
Machinery.......... . . 241,717 189,373: 181,652 6,085 1,637 16,902 6,294 5,893 54,565 36,135 550.4
Agriculture, construction, and mining machinery .. 133,445 82,312 77,728 (D} ! (D) 7,534 3,408 2,361 17,598 12,552 159.2
Industrial machinery...... 40,134 34,746 32,729 2,017 0 5,137 1,268 2,031 13,083 6,797 108.3
Other ..., 68,137 72,316 71,194 D) D) 4,231 1,617 1,500 23,885 16,787 282.8
Computers and electronic products ...... 510,814 344506, 319,548 24,940 18 39,759 16,141 41,727 100,227 70,803 863.0
Computers and peripheral equipmen 118,225 90,573, (D) {D) 0 §,712 2,775 8,080 15,421 13,225 177.8
Communications equipment.. 123,564 89,592 84,558 5,033 0 7,690 3,489 11,178 22,267 14,547 171.3
Audio and video equipment.. 11,326 8,343 D) (D) ¢ 439 198 (D) 2,073 1,518 245
Semiconductors and other electronic components 173,147 92,643 (D) D)! 1 14,327 8,348 16,390 36,121 23,592 2426
Navigational, measuring, and other instruments 82,760 62,193 56,063 6,113 17 8,510 1,307 5,597 23,996 17,652 243.0
Magnetic and optical media .............cccoovcvnricnnn 1,793 1,162 (D) (D) : 0 82 24 (D) 350 9 38
Electrical equipment, appliances, and components .. 99,231 95,730 88,807 6,923 0 5,197 2,724 2,748 29,879 19,963 300.3
Transportation equipment............ccceovecvconreence 1,362,970 861,583. 735,334 66,699 59,550 9,773 66,231 42,850 183,800 149,762 1,820.9
Motor vehicles, bodies and trailers, and parts 732,499 501913 472,566 11,653 17,694| -16,378 48,715 18,272 61,288 63,341 872.1
Other vcrvveemnrireneieennns 630,471 359,670 262,768 55,045 41,856 26,151 17,515 24578| 122512 86,421 948.8
Furniture and related products .. 21,540 25,831 (D) (D) 0 1,171 508 184 9,537 6,589 126.3
Miscellaneous manufacturing 144,438 79,738 71,416 7518 805 3534 3,159 4,397 29,623 20,812 3232
Wholesale trade ... 721,870 872,640 807,594 53,088 11,958 4,772 25,837 5,068 132,651 65,707 1,061.2
Professional and commercial equipment and supplies . 47,969 69,118 D} D) 4 4123 ) 1,634 15,063 9,629 117.9
Petroleum and petroleum products 133,647| 145477 142,876 2,601 0 11,566 (D} D) 27,216 5133 479
Drugs and druggists’ sundries 55,019 174,121 ) (D) 0 2,256 723 (D) 8,807 4,183 107.4
Other 485235| 483924 | 425474 46,536 11,914 23,827 16,078 2,920 81,565 46,761 788.0
Information, 1,486,838 594,357 40,963| 551,103 2,292 67,270 57,094 14,264 287,669 152,452 1,864.8
Publishing industries 199,292 | 104,204 18,666 84,199 ; 1,340 19,948 4,034 10,329 45,059 31,188 331.3
Motion picture and sound recording industries . 36,947 14,978 5,351 9,627 0 104 470 D) 3,663 2,570 488
Broadcasting and telecommunications.. 1,134,995| 404,791 11,977 392,580 234 40,063 47,383 (D)| 200,259 95,718 1,169.9
Broadcasting, cable networks, and pr 373,363 137,562 {D) D) 67 17,782 4,898 D) 54,817 21,076 298.9
Telecommunications. 761,632 267,229 (D) (D) 167 22,281 42,485 322 145,441 74,642 871.0
Information services and . 115.604 70,384 4,969 64,697 718 7,155 5,207 3,557 38,688 22,976 314.8
Finance (except depository institutions) and insurance | 8,753,807 | 958,569 (D) (D) 311,829 119,983 39,561 198 231,465 144,708 1,148.4
Finance, except depository institutions ... 4,362,021 310,538 266 153,065 157,207 48,969 26,750 164 94,873 75,525 4246
Securities, commodity contracts, and other
intermediation 3,789514| 248,532 (D) D)y 127,369 37,673 4,042 (D) 77,909 66,407 3155
Other finance, except depository institutions 572,508 62,006 (D) (D) 29,838 11,296 22,708 D) 16,965 9,119 109.1
Insurance carriers and related activities 4,391,786 648,031 (D): (D) 154,621 71,014 12,811 34 136,591 69,183 7239
Professional, scientific, and technical services... 343,613 242,543 (D) (D) 2,846 36,358 8,969 14,282 141,835 97,600 1,157.7
Architectural, engineering, and related services 20,184 31,467 5,705 25,761 0 863 77 148 15,885 14,401 144.7
Computer systems design and related services 161,979 96,880 14,320 81,850 71 17,659 4,159 9,005 56,347 36,648 4071
Management, scientific, and technical consulting . 16,175 13,988 (D) 13,781 (D) 631 529 (D) 9,521 8,296 744
Advertising and related services 56,7111 20,313 0! 20,313 0 1,420 822 (D) 11,069 8,272 91.1
Other 88,563: 79,895 (D) (D) (D) 15,785 2,688 5,001 49,015, 29,983 4404
Other industries 1,450,840 | 1,439,936| 888,415 542478 9,042 102,179 79,693 1,702| 529,998 | 294,866 8,564.1
Agriculture, forestry, fishing, and hunting .. 6,627 8,212 8,120 92 0 61 339 48 2,091 1,716 49.0
Construction. 30,877 45,651 44,084 1,512 55 2,327 600 4 13,109 9,792 158.8
Retail trade.... 434,847| 827242| 810,621 16,565 56 32,493 27,287 (O)| 200,743 102,938 3,926.8
Transportation and warehousin 347810 232,418 10,038 222,265 115 30,251 19,052 (D)| 132,986, 66,087 983.6
Real estate and rental and leasing 151,703 63,792 3,089 52,407 8,296 8,486 12,787 (D) 29,898 13,965 264.3
Real estate............cc....ccoveen 61,202 16,749 51 8,718 7,981 4,632 3,199 0 8,979 3,955 43.8
Rental and leasing (except real estate). 90,502 47,043 3,038 43,690 315 3,855 9,588 (D) 20,919 10,011 220.5
Management of nonbank companies and enterprises .. 142,971 (D) (D) (D) (D) (D) 607 0 7,858 723 14.6
Administration, support, and waste management. 112,884 97,396 (D), (D) 83 5,633 4,591 (D) 54,234 42,139 12115
Health care and social assistance..... 40,017 41,644 (D} (D) 0: 2,478 2,350 (D) 24,028 16,686 307.0
Accommodation and food services 97,138 72,436 2,606 69,400 431 8,136 6,223 (D) 40,174 25,351 1,204.3
Accommodation .................... 46,581 20,755 (D) D) 1 2,131 3,080 0 10,589 5,851 255.2
Food services and drinking places 50,556 51,681 (D) (D) 430 6,005 3,144 D) 29,585 19,500 9491
Miscellaneous Services ... 85,965 (D) 3334! 45143 (D) | D) 5,857 248 24,877 15,469 4443

* Less than $500,000 {+/-).
D Suppressed 1o avoid disclosure of data of individual companies.
1. See footnote 1 to table 15.1.
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Table 16. Selected Data for Nonbank Foreign Affiliates by Country of Affiliate, 2005 and 2006

SURVEY OF CURRENT BUSINESS

41

2005 2006
Millions of dollars Millions of dollars
us. | us. Thousands T [ us. us Thousands
exports of [ imports of " of exports of | imports of " of
a-ggt:tls Sales in!:q:r:\e goods goods %?:gerlmos aetgng employees azgteatls Sales inyo%e goods goods %?2#16?5 aetleyog employees
shippedto | shipped by Pioy shipped to | shipped by pioy
. affiliates | affiliates affiliates | affiliates

AN COUNLTIES............o s 10,368,282 | 4,362,234 | 650,016 | 217,157 295,302 404,995 | 10,621.7 | 11,539,657 | 4,731,350 | 705,766 | 234,558 | 302,173 426,207 | 10,935.4
Canada 764,620 | 487,510 40,194 67,797 (D) 46,492 1,1129| 804,274| 518,822 50,410 74,286 D) 50,258 1,100.0
Europe.... 6,356,923 | 2,206,451 | 375842| 53,901 64,891 235800 4,374.3| 7,180,683} 2,381,964 | 388,077 55,653 64,008 246,999 4,502.4
Austria 36,848 D D 288 222 2,603 405 D D D), 283 242 1692 40.3
Belgium .. 238,100 94,103| 18,134 4,100 (D} 9,270 1300 262,941| 105962( 15,721 3,482 D) 10,251 134.7
Czech Republic .. 12,283 12,941 1,058 110 164 (D) L) (D) 14,402 1,053 95" 234 (D) L)
Denmark..... 40,007| 19,862 3,875 180 246 3,148 455 37,490 20,889 4280 208 D) 3,504 52.6
Finiand. 16,683 D) (D) 480 385 1,379 25.0 (D) D) (D) 433 413 1,392 22.9
France . 271,894 | 196,673 9,848 (D) 6,550 31,229 6463 293,556| 198,406| 9,566 D) 5,220 31,950 651.3
Germany 445393 315974| 13,809 6,887 6,017 43,947 647.2| 504223 327,394| 17,364 7,047 5,965 44,248 649.2
Greece.... 18,930 (W] D) 47 ) (D) L (D) (D) (D) 57 3 D) L
Hungary.. 19,602 12,226 825 17° 111 1,041 53.3 29,247 15,453 | 1,290 152 503 1,205 60.0
Ireland ... 402,234| 164,624| 42,056 2,386 17,831 4,951 93.1 403,987 | 186,526 | 47,924 23151 17,593 5,286 93.9
Italy 151,036| 131,145 11,585 D) | (D) 13,789 267.1 168,278 137,030| 11,324 D)! 0} 14,179 2748
Luxembourg 603,556 16,106| 63,263 (D) : D) (D) (J)| 619,063 16,835| 55344 (D) (D) 939 13.9
Netherlands 913,802 209,939, 84,271 (D) D) 13,281 216.9| 996367( 227,673 89,751 (D}! (D) 14,203 225.9
Norway ... 56,414 33,546 5,234 626 436 2415 31.8 54,645 i 37,810 3,223 267 569 2,347 33.7
Poland.... 19,743 21,679 1,312 254 241 1,804 113.2 22,994 24216 1,536 294 245 1,935 177
Portugal 31,856 D)! D)| 168 90 (D) K) (D) (D) D) 138 109 (D) (K)
Russia 48,938 (D) (D) 180 ) 938 64.0 (D) (D) D) 248 2 1,281 76.6
SPAIN .o 153,174 88,484 6,447 984 934 9,938 212.3| 174894| 93573 8,145 985 696 10,426 2121
Sweden 99,926 52,074 2,471 384 5,018 6,919 1074 {D) 52,196 2,537 376 5,030 7.045 1042
SWItZEMANG........oovvvrr s 342,953 | 166,870 | 40,019 7,791 4,036 7497 10071 391,539 190,333| 42,821 8,340 (D) 7,953 105.6
Turkey .. 8,889 15,170 580 (D) D) 1,081 36.0 10,654| 21,188 1,109 D) (D) 1,155 435
United Kingdom............cooevvuvcccunniiinensimnmnnins 2,359,611 544,133| 47,724| 13,190 (D) 73825| 1,2445| 2,832,181| ©584,486| 52,822 13,655 D) 78,766 1,299.2
Other .......... 65,052 26,111 8,371 183 135 1,914 125.8 79, (D) (D) 277 (D) 2,022 129.3
Latin America and Other Western Hemisphere | 1,482,733 | 488,175| 116,941 44,293\ 60,626 33,8121 12,0554 1,580,460, 554,644| 127,735 51,050 66,028 38,096, 2,205.0
South AMEICA............cmmrmrirvaeniecrrseniirinnecens 246,974 | 192,627| 16,664 6,711 (D) 15,956 7884 | 275354 219475 21,436 8,291 (D) 18,113 836.3
Argentina 32,822 | 24,960 2,573 802 1,148 1,767 97.9 40,133 284801 2992 1,031 1,184 2,028 114.9
Brazil .cc.....oooveiccnnnniicc 112,656 | 101,640 3,809 3,530 (D) [ 9,148 4352 | 122,118 112,657 | 6,059 4,162 (D) 10,400 4522
Chile ooooovreiccinnnes 29,455, 15112 1,514 508 (D) 1,347 76.6 31,039 18,411 1,908 483 (D) 1516 81.2
Colombia........ccccuvenn. 1,647 12737 1,035 843 D) D) (L1 14,582 14,559 977 D) 1,120 (D) L)
Ecuador ... 3412 D) D) 73 D); (D) (1) D) D) (D) 80 D) 174 8.5
21T T 16,831 9,513 1,868 (D) (D) 609 326 18,499 122271 25527 183 D) 686 33.3
Venezuela 35480 | 21,258 5319 562 ) 1,746 705 40,0701 25419 6816 1,160 (D} 2,024 771
[T S V—— 4,692 (D) (D) (D) (D) 179 114 (D) D) D) (D) (D) D) W)
Central America 207,740| 180,944| 14,705 36,079| 46,708 15469 11739 231,017 205690| 15922 41,136 50,780 17,528 1,269.7
Costa Rica 5,881 3972 502 503 1,121 487 36.8 (D) D) D) 537 1.450 (D) K}
1,455 (D) (D) D) o8| 184 20.0 (D) (D) (D) D) 684 0) (K)

159,8151 160,990 10,698| 34,127| 44,801, 13,684 10333 175810] 181,710) 11,377 38,367 48127 | 15,413 1,091.7

34,615 (D) (D) 72 D) D) (K) (D} D) D) 790 (D} (D} K)

59741 6,643 331 (D) (D) (D) (K} 5520 7,507 339 D) (D) 399 48.2

1,028,019, 114,604| 85573 1,503 D) 2,386 9311 1,074,090| 129,480| 90,377 1,622 (D) 2,456 99.0

24,814 (D) D) 69 D) 76 18 (D) (D) (D) 109 (D) 77 1.8

553,948 | 61,244 44,159 175 23 D) (J); 552,533 68,732 52,834 178 13 (D) (J)

Dominican Republic 5132 D) D) D) (D) (D) (K) 3,809 (D) (D} | D) (D) (D) (K)
United Kingdom [slands, Caribbean... 319875 23630| 19,158 422 (D) 468 102| 350,887) 26,523| 19213: 162 (D) 414 9.5
Other .. 124250 | 19,973 20,288 D) 4,329 737 293 O 23749 14731 [i0]] 5239 738 297
Aftica ..o 115864 71,137 14613 1,433 (D) 3,925 181.7) 135947| 83,185 16,712 1,518 (D) 4,275 186.8
Egypt ... 11,142 7,252 1,055 (D) D) 320 34.1 13,653 8682 1482 D) D) 394 37.0
Nigeria 23,027| 11,091 1,635 (D) D) (D) () D) (D) (D) 8 (D) (D) (1)
South Africa 14,251 21,469 1,223 (D) (D) 1,922 739 15384 23,106 1,559 (D) (D) (D) 7.2
Other ..... 67,443| 31,325) 10,700 744 2,628 (D) L (D) (D) (D) 702 2,871 (D) L
Middle East 97,675 64,513 14,666 1,045 2,298 4,379 106.7| 127,153 81,485| 17,697 1,07t 2,555 4,670 103.1
Israel. 26,107 14,313 1,369 (D) D) 2,693 69.8 31,086 ( D) D) (D) 2,816 63.2
Saudi Arabia........... 21,622 19,345 6,048 94 (D) 638 12.9 19,704 21,121 5,763 96 (D) 735 15.3
United Arab Emirates . 10,085 (D) (D) 467 D) 386 1.2 (D) 20,245, 557 454 (D) 450 115
Other 39,861 D) D) D) D) 662 12.8 D) (D) D) D) (D) 669 13.3
Asia and Pacific............... 1,550,467 | 1,044,448 87,759| 48,688 61,516 80,588 | 2,790.8{ 1,711,140/ 1,111,249 | 105,135 50,981 61,703 81,909  2,838.1
Austrafia............ 222,551 114,022) 12,890 4,351 2,235 16,046 321.9| 217,737 119538| 15,059 4,718 2,283 16,850 3122
China 73,684 | 92,642 8,946 (D) D) 5,025 612.8 93,1011 111,869 9,785 (D) 5,789 6,057 | 696.3
Hong Kong 159,811 75485 7,665 4,798 D) 4,112 1201 181,528  83,616| 10,353 5,354 (D) 4,519 98.9
India 24620 20,016 1,321 495 D) 2,266 210.2 31566 24022| 1787 590 D) 2,790 238.0
Indonesia 39,5441 18,288 4,135 347 D) 1,181 122.7 42354, 20387 4,877 384 D) 1,251 101.0
Japan 585486 328,384 16,070, 12,818 14,486 34,489 619.7| 618,763 296,800 14,187 12,095 7,548 31,599 590.6
Korea, Republic of 59,406 4,062 | 331 2,759 1,741 5216 196! 85543 80372 5,683 3,056 2,847 5,946 125.6
Malaysia ........ 33847| 44898° 3974, 2473 13869 1,530 126.3 36,909 49,106 4,354 D) 15,154 1,612 136.0
New Zealand 17,1491 14,921 910! 217 (D) 1,667 438 13,335 12,753 766 225 68 1,302 335
Philippines . 21,148 13569 1623, 1,200 726 77 95.1! 22465 15,147 1,508 1,284 933 852 959
Singapore... 181,0151 173522 19,972 (D) D) 4,382 1319 210101 202728 29,970 D) (9)} 4,605 123.9
Taiwan . 78,3201 37,903 2,161 3415 1,644 2276 92.0 92108, 41110 2,338 2,822 D) 2,376 93.2
Thailand. 38277 37,252 2,515 (D) (D) 1,238 146.8 45,533 42483| 2,863 1,144 3,678 1,445 150.2
Other 15,610 9,485 1,246 322 D) 391 282 20,096 1,317 1,807 262 3 706 428

Addenda: .
European Union (25) ' 5844,15911,945973| 319,871 45074| 60,188 222820 4,085.1| 6,597,730| 2,075,159 327,575 46,457 58,699 233,221 4,163.2
OPEC ¢......... 1758771 101,246 24502 l 1,709 3,168 : 2339 ‘[ 2169711 129455| 29,489 2,338 3933 5,600 2255
i ; {

* Less than $500,000 (+/-). 2. OPEC is the Organization of Petroleum Exporting Gountries. its members are Algeria, Indonesia, Iran, Iraq, Kuwait,

D Suppressed to avoid disclosure of data of individual companies.

1. The European Union (25) comprises Austria, Belgium, Cyprus, the Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece, Hungary, Ireland, Haly, Latvia, Lithuania, Luxembourg, Malta, the Netherlands, Poland,

Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates, and Venezuela.

Nore. The following ranges are given in employment cells that are suppressed: A—1 to 499; F—500 to 999; G—1,000
to 2,499; H—2,500 to 4,999, 1—5,000 to 9,999; J—10,000 to 24,999, K—25,000 to 49,999; L—50.000 to 99.999;

Portugal, Slovakia, Slavenia, Spain, Sweden, and the United Kingdom. M—100.000 or more.
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Table 17.1. Selected Data for Majority-Owned Nonbank Foreign Affiliates by Country of Affiliate, 2005

Millions of dollars
Sales Research |U.S.exports [U.S.imports Thou;ands
Total Net Capital and of goods | of goods Value  |Compensation employees
assets " Investment | income | expenditures | development | shippedto | shippedby | added 1 of employees
Total Goods Services income' expenditures | MOFAs FAs |
All countries..................... 9,654,426 | 3,786,867 3,054,117| 612,175 120,575 597,261 130,140 27,653 209,058 269,429 911,490 360,844 9,101.3
Canada............... 752,687 469,703 392,016 64,488 13,199 39,228 26,200 2,433 66,611 96,262 107,700 45,299 1,094.2
Europe 6,039,749 | 2,000,839 1,613,568 323,546 63,725 353,805 54,337 18,805 52,552 64,039 512,235 218,669 3,946.5
AUSEIA oo 33,049 18,631 15,599 2,904 128 8,877 499 191! 288 222 5435 2,591 40.2
Belgium 223,888 88,216 75,945 7,991 4,280 16,880 1,361 920 4,098 2,275 21,426 8,597 121.6
Czech Republic . 10,120 12,123 11,005 926 192 971 422 65 108 164 3,440 1,025 64.9
Denmark... 37,236 14,721 10,629 3,741 351 3,888 490 140 180 243 5428 2,825 39.2
Finland 16,653 13,251 11,459 1,679 113 583 533 187 480 385 3,235 1,364 24.8
France....... 255,517 186,639 153,323 31,123 2,193 9,501 3,577 2,248 4,427 6,378 49,898 29475 588.6
Germany 402,174 277,747 240,911 33,452 3,384 10,779 6,394 4,609 6,851 5910 78,380 40,726 594.2
8,147 6,577 5,765 676 136 293 84 29 47 (D) 2,907 719 16.3
19,288 11,751 10,011 1,628 112 810 435 31 17 111 2,934 1,019 52.3
freland ......... 401,417 164,215 131,884 28,231 4,100 42,037 3,285 820 2,383 17,831 37,257 4,901 92.4
Italy 111,456 106,272 90,170 15,141 961 6,277 2,120 580 1,831 1,840 29,454 12,318 231.8
Luxembourg..........cc........ 588,443 14,210 9,057 3,136 2,017 62,479 107 (D) 460 (D) 595 620 12.5
Netherlands 873,348 167,344 141,572 20,508 5,264 77,726 2,794 392 7.470 5,067 28,583 11,675 188.1
54,912 32577 29,505 2,942 130 5,075 3,915 100 626 436 15,017 2,310 28.6
18,487 20,878 18,730 1,929 219 1,253 1,029 54 252 24 5,896 1,661 104.6
30,134 10,265 8,607 1,538 120 2,451 268 16 168 90 3,979 1,062 29.6
11,526 13,662 12,305 1,328 29 976 1,264 28 180 () 3,124 850 59.6
124,911 76,074 65,729 9,595 750 6,378 2,221 257 979 930 16,408 9,070 190.0
N 99,627 51,978 44,871 6,700, 407 2,463 1,432 1,652 394 5,018 10,800 6,901 106.8
Switzerland 338,965 161,197 143,196 15,944 2,057 40,000 1,946 878 7,784 4,031 19,375 6,306 70.1
Turkey.... 5792 12,635 11,940 675 20 326 182 27 15 70 4,561 966 315
United KiNGdOm .........ccrveeeeneioerenneevennenierennes 2,313,065 515924 349,372 129,928 36.624 | 45,761 16,307 5,406 13,132 12,612 152,983 70,049 1,148.1
Other ..... 61,593 23,954 21,986 1,830 138 8,021, 3671, D) 183 134 11,120 1,640 110.7
Latin America and Other Western Hemisphere | 1,341,291 421,133 327,851 74,744 | 18,5381 106,306 15,277 841 42,104 56,761 90,463 28,407 1,714.6
South America 211,663 173,331 141,487 29,578 2,266 13,400 7,968 | 453 6.361 7,748 47,163 14,481 716.6
Argenting.........coocvveerrciemrenrcnrennns 30,646 23,555 20,040 3,360 155 2,296 1,387 21! 801 1,148 7,679 1,706 94.8
Brazil ... 101,376 95,020 77,748 15,828 1,444 3,065 3,466 405 | 3,229 2,698 20,967 8,661 4024
Chile ........ 23919 12,503 7,824 4317 362 1,319 561 7 507 825 3,851 1,080 65.4
Colombia . 11,496 12,571 11,396 1,092 83 1,023 680 6 843 942 3,568 958 50.8
Ecuador... 3,317 3320 3,025 260 35 350 229 1 73 (D) 1,064 163 71
Peru....... 13,476 7,944 7,310 597 37 1,705 1,022 4 180 747 3,559 516 297
Venezuela 23,705 14,657 11,023 3512! 122 3,482 459 7 532 708 5,741 1,231 55.2
Other. 3,726 3,762 3,120 611: 31 159§ 165 1 197 D) 734 166 11
Central America. 150,129 146,299 128,727 15,268 | 2,304 9,491 4912 (D) 34,335 44,165 29,188 12,465 944.3
Costa Rica..... 5812 | 37 7 0 496 , 297! 9 1,121 1,193 475 36.3
Honduras 1,353 1,994 1,965 24 5 53 271 0 276 341 530 178 19.7
Mexico ... 130,884 130,696 115,508 12,926 2,262 8,271 4372 (D) 32,446 42,259 25,359 11,245 836.3
Panama 6,622 3,357 2,523 808 26 381 95 ) 712 (D) 568 262 16.8
Other 5,458 6,356 5,013 1,331 12 289 120 ) 399 D) 1,539 305 352
Other Western Hemisphere: 979,498 101,503 57,637 29,898 13,968 83,414 2,398 D) 1,408 4848 14,112 1,461 537
Barbados ... 23,156 4,145 3,314 689 142 1,233 D) 0 69 D) 1,015 32 0.9
Bermuda 529,959 53571 28,074 18,924 6,573 42,926 194 0 175 23 5,552 214 26
Dominican Republic 4,115 4,005 2,567 1,438 0 484 168 ) 100 244 1,170 254 24.3
United Kingdom Islands, Caribbean .. 304,189 22,731 12,496 3,833 6,402 18,928 406 D) 422 D) 1,878 464 9.8
Other . 118,079 17,052 11,187 5,015 850 19,843 D) (D) 643 4,329 4497 498 16.0
Africa ........ 109,019 66,438 57,955 8,400 83, 13,987 | 10,389 40 1,319 2,928 33,406 3,650 154.7
9,243 5,965 5,568 KN 6 902 938 4 © (%) 2,524 248 212
21,684 10,984 (D) D) (D) 1,371 D) 0 D) D) 8,476 391 7.6
12,131 19,529 16,897 2,576 56 1,148 | 368 31 521 228 5,283 1,784 66.1
65,960 29,960 (D) (D) (D) 10,566 i Dy 4 743 2,628 17,123 1,226 59.8
Middle East.. 49,282 24,654 20,329 4,213 112 5810 2,107 770 930 1,837 8,783 2,795 62.0
Israel...... 17,578 9,064 7,519 1,517 28 875 780 A 767 309 1,079 3211 1,840 426
Saudi Arabia.. 8,045 2,102 1,487 607 8 2,003 31 ) 9 (D) 406 165 32
United Arab Emirates 5,737 5,297 4,330 a37 30 363 78 3 464 D) 486 324 7.3
Other . 17,922 8,191 6,993 1,151 47 2,570 1.218 g 149 (9)] 4,680 465 89
Asia and Pacific...........cco..cooecrvenicrvveccirin 1,362,399 | 804,099 642,399 136,785 24,915 78,125 21,830 4,764 45,541 47,602 158,903 62,024 2,129.3
Australia 211,569 94,699 71,596 19,171 3,932 12,116 4,325 556 4,281 2,234 32,780 14,546 2823
China .. 63,630 77,581 70,519 6,697 365! 7,876 3,677 668 2,920 4,637 16,221 4,456 521.8
Hong Kong 156,376 74,591 57,087 14,022, 3,482 7,714 585 98 4,793 6,544 8,092 4,026 112.8
India.... . 20,230 17,234 12,773 4321 140 1,161 732 327 472 392 4,396 2,041 185.2
34,100 14,153 12,823 1,123 207+ 3,626 1,009 4 343 185 7,955 1,022 102.2
..... o 474,625 179,072 113,155 54,418 11,499 12,510 2,696 1,717 11,757 2,055 39,281 20,058 2325
41,223 38,363 31,961 5,821 581 2,580 1,645 456 2,029 1,554 8,956 4,393 101.5
y 28,908 40,668 38,780 1,717 171 3,286 1,832 201 2,460 13,865 6,502 1,447 114.9
New Zealand . 14,713 13,806 11,568 1,951 287 689 244 35 217 (D) 3,513 1,577 415
Philippines . 19,428 12,060 9,900 1,933 227 1,495 859 27 1,199 725 3,283 " 88.8
SINGAPOTE .....ovvvverr s 176,202 165,211 155,034 9,081 1,096 19,594 1,134 576 10,280 11,017 13,392 4,181 116.4
Taiwan 73,126 35,232 21,905 11,286 2,041 1,916 1,406 68 3,392 1,642 5,186 2,122 83.8
Thailand 35,129 34,095 30,143 3131 821 2,277 1,304 31 1,077 2,637 6,613 1,078! 122.6
Other .. 13,140 7334 5,157 2,111 66 1,286 380 ) 321 D) 2,732 366 : 231
Addenda:
European Union (25} 2... 5,576,026 1,765,067 | 1,402,107 301,534 61,426 300,075 43,742 17,768 43,768 59,413 461,468 207,429 3,693.8
OPEC *..... 117,313 55,629 47,786 7472 371 13,474 6,766 14 1,573 1,555 28,000 3,597 180.4
MOFA Majority-owned foreign affiliate 1. See footnote 1 to table 15.1.
* Less than $500,000 (+/-). 2. See footnote 1 to table 16.
D Suppressed to avoid disclosure of data of individual companies. 3. See footnote 2 to table 16.
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Table 17.2. Selected Data for Majority-Owned Nonbank Foreign Affiliates by Country of Affiliate, 2006

1 Millions of dollars
Sales Research | U.S. exports | U.S. imports Thouosfands
Total — Net Capital and of goods of goods VaIu% Ccf)mpe?sation employees
assets . Investment | income | expenditures | development| shippedto | shipped by adde of employees
Totel Goods Services income* expenditures| MOFAs FAs
All COUNLIIBS. ... e 10,756,346 | 4,123,547 | 3,301,898 677,167 144,481 644,290 153,163 20,484 226,261 280,348 | 995,638 384,445 9,497.8
Canada 784,732 | 499,579 412,498 71,868 15,213 48,933 27,148 2,503 72,776 96,656 114,247 48,913 1,081.9
Europe .| 6,819,419 2,140,026 1,697,535 363,248 79,242! 363,746 63,706 18,628 54,066 62,927 540,683 229,865 4,082.6
Austria . 31,512 19,280 16,652 2,491 137 | 3,470 542 208 283 242 5,204 2,679 40.0
Belgium 247,741 99,792 86,733 8,313 4746 14,709 1,687 948 3479 2,772 22,219 8,577 126.4
Czech Republic .........coovvvcvcniecciiceinns 12,973 13,483 12,167 1,089 247 971 513 77 33 234 3,737 1,162 66.7
Denmark 34,269 15,357 11,522 3,646 189 4,300 496 145 208 285 6,162 3,154 45.7
Finland. I 18,440 13,667 11,700 1,830 137 589 229 112 433 413 3,212 1,377 226
France 275992 | 186,270 150,882 32,712 2,676 8,260 3,488 1,447 4,544 5,056 50,013 30,167 590.5
Germany. . . e | 456,294 | 286,134 248,439 34,286 3,409 14,382 11,597 4919 7,004 5,801 85,285 40,961 592.1
Greece 9,265 6,943 5,962 866 115 353 127 37 57 3 2,955 727 16.3
Hungary......... 28,729 15,106 12,504 2,020 582 1,269 475 37 152 503 3,385 1,191 59.3
IFEIANG ..cvoccivenerennrineccmrr e e st 402,913 186,105 142,826 38512, 4,767 47,908 2,875 848 2,311 17,593 48,594 5,237 93.1
Italy... 131,054 112,904 95,103 16,862 939 6,985 2,541 689 2,255 2,272 30,911 12,802 2418
Luxembourg 595,992 14779 8,217 3,875 2687 54,854 127 268 386 (D) 2,348 737 12.0
Netherlands ... 953,604 166,379 136,836 23,465 6078 86,361 3,618 486 8,190 4,520 26,610 13,248 213.0
Norway 53,108 36,760 33,283 3,341 136 3,044 3,148 42 267 569 14,168 2,242 30.5
Poland 21,533 23,377 21,198 2,014 165 1,457 808 801 204 245 6,381 1,785 109.8
35,035 10,649 8,931 1,594 124 2,762 | 304 24 138 109 4217 1,135 296
14,725 18,215 16,531 1,659 25 1,140! 1,141 82 248 2 4,014 1,185 71.8
145,452 80,052 68,890 10,322 840 6,712 2,635 256 979 692 17,631 9,600 191.3
113,378 52,107 45,266 5,576 1,265 2,527 1,287 1,536 376 5,030 10,123 7,027 103.9
Switzerland. 386,889 | 184,701 162,435 19,467 2,799 42,625 2,055 933 8,330 4,474 22,714 6,783 76.1
Turkey 8,265 18,711 17,982 702 27 918 203 35 180 89 5,731 1,062 40.1
United KiNGaom ........c.c.ocrvrrvvmmmmmercerrensirinsirinnns 2,778,740 555,092 362,113 146,126 46,853 50,002 19,721 5378 13,583 11,8551 154,818 74,257 1,141.3
Other .......... 83,517 24,164 21,362 2,502 300 8,145 4,087 41 277 D) 10,253 1,769 1186
Latin America and Other Western Hemisphere | 1,421,498 476,244 373,717 79,590 22,937 115,665 18,688 865 48,725 61,365 105,370 32,159 1,847.8
South America... .| 236,368| 196,148 162,640 30,507 3,001 17,844 9,515 632 7,998 7770 53,009 16,418 770.1
Argentina ... . 36,932 26,684 22,626 3,836 222 2,587 1,845 30: 1,030 1,184 8,100 1,941 110.9
Brazil ...... 110,822 | 106,130 89,125 14,881 2,124 5420 4,045 571 3,929 2,494 24,900 9,935, 4295
Chile 24,819 14,812 9,926 4,604 282 1,581 615 8 482 439 4871 1,240 69.8
Colombia... 14,045 14,325 12,938 1,295 92 950 683 7 955 1,120 3917 1,070 52.9
Ecuador 3135 3,021 2,652 322 ‘ 47 177 332 *) 80 ) 700 147 72
Peru.......... 14,719 10,433 9,067 1,324 42 2,324 1,250 3 183 1,346 4,263 592 302
Venezuela.. 27,774 16,723 12,761 3,805 157 4,563 578 12 1,122 888 5417 1,310 58.6
Other..... 4,123 4,020 3,544 440 36 241 167 0 217 (D} 841 183 11.0
Central America. . 164,297 | 165,489 146,821 16,136 2,532 9,809 6,303 D) 39,197 47,823 32,372 14,215 1,017.5
Costa Rica..... . 6,752 4,442 4,242 200 0 510 183 9 537 1,450 1,261 577 371
Honduras... 1,528 2,579 2,547 27 5 50 44 0 689 684 583 249 365
Mexico 144342 | 148,406 132,010 13,921 2,475 8,639 5,777 (D} 36,468 45,254 28,353 12,773 889.8
PANGME ..o cereremsme i s s 6,940 3,483 2,619 826 38 329 122 (") 790 ) 627 287 17.7
Other 4,735 6,579 5,403 1,182 14 280 177 ()] 713 D) 1,549 330 364
Other Western Hemisphere........... .1 10208330 114,607 64,256 32,947 17,404 88,013 2,871 (D} 1,530 5771 19,989 1,526 60.2
Barbados 26,622 5,396 3,986 1,008 404 2,982 (D) 0 109 (D} 2,773 53 12
Bermuda 524,579 59,765 31,609 20,249 7,907 51,283 250 2 178 13 6,503 210 27
Dominican Republic . 2,822 3,775 3170 606 0; 472 47 ") 195 263 1,112 363 305
United Kingdom Islands, Caribbeal 334,083 25,485 12,400 5,446 7,639 | 19,064 381 0 162 D 3,536 410 92
Other 132,727 20,186 13,091 5,641 1,454 14,213 (D} D) 886 5,239 6,065 490 16.5
AFICA ....ooveone s e 127,916 77,908 68,652 9,105 151 15,700 ; 10,683 65 1,405 3,723 38,569 3,966 158.5
Egypt . . 11,356 6,084 6,370 606 8 1,090 749 5 22 ) 2,891 23.2
Nigeria 28,295 D) D) 486 (D) D) D) *) 5 (D) 12,538 420 73
South Africa... . 13,299 20,941 18,544 2,296 101 1473 401 52 678 391 5,553 1,811 62.6
Other 74,966 (D) (D) 5,716 D) (D} (D) 8 700 2,87 17,587 1,429 65.4
Middle East 71,845 32,907 26,780 5,808 319 6,902 3,852 847 824 2,139 13,450 3,070 66.2
Istael. . 23,022 10,551 8,804 1,702 45, 1,329 990 846 278 1,274 3,968 2,010 471
Saudi Arabia.............. 6,652 2,594 (D) D) D)! 1,664 18 ) 4 Q] 471 209 44
United Arab Emirates 6,942 10,081 9,131 925 25 436 (D} 1 454 D) 3,687 383 74
Other . . 35,230 9,681 (D) (D} D) 3473 (D} 0 87 D) 5,323 468 9.3
Asia and Pacific .| 1,530,935, 896,883 722,118 147,546 26,619 93,344 | 29,086 5575 48,465 53,538{ 183,319 66,4