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Gross Product by Industry Price Measures, 1977-96

Price measures of gross product originating (GPO) by industry can be used to compare price changes across industries and to
compute industry contributions to the change in GDP prices. For example, the largest contributors to the 2.3-percent increase
(annual rate) in the GDP price index in 1992-96 were the services industry group and the finance, insurance, and real estate
industry group (0.7 percentage point each). Unit-cost measures by industry can be used to identify the sources of GPO price
change among the cost components of GPO. For example, the labor cost per unit of real GPO declined in 1992-96 for the min-
ing and the durable goods manufacturing industries and was unchanged for the wholesale trade industry.

A Guide to the NIPA’s

BEA presents a compilation of information that will help users to better understand the NIPA’s. This guide provides the defi-
nitions of the major aggregates and components; discusses the measures of real output and prices; explains how production is
classified and how the NIPA’s are presented; describes the statistical conventions that are used; and lists the principal source
data and methods used to prepare the estimates of GDP.

Regular features

1.

Business Situation

The “preliminary” estimate of real GDP indicates a 3.9-percent increase in the fourth quarter of 1997, 0.4 percentage point
lower than the “advance” estimate; a large downward revision to net exports and smaller downward revisions to government
spending and consumer spending were only partly offset by a large upward revision to business inventory investment. Despite
these revisions, real GDP growth still shows an acceleration from a 3.1-percent increase in the third quarter. The price index for
gross domestic purchases increased 1.4 percent, about the same pace as in the third quarter.

Federal Budget Estimates, Fiscal Year 1999

Each year, BEA prepares a “translation” of the administration’s budget that puts the budget’s receipts and outlays on a basis

that is consistent with the framework of the NIPA’s. In the NIPA framework, the Federal current deficit would be $9.9 billion in

fiscal year 1999; the administration’s budget shows a $9.5 billion surplus. The difference primarily results from the difference in
the treatment of government investment in fixed assets; the consumption of fixed capital that is included in the NIPA’s is greater
than the investment that is excluded.

Reports and statistical presentations

D-1. BEA Current and Historical Data
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BUSINESS

R EAL GRross domestic product (cpe) in-
creased 3.9 percent in the fourth quarter
of 1997, according to the “preliminary” estimates
of the national income and product accounts
(n1pA’s) (table 1 and chart 1); the “advance” es-
timate of real Gpp, reported in the February
“Business Situation,” had shown a 4.3-percent in-
crease." The downward revision was more than
accounted for by a large downward revision to
net exports; government spending and consumer
spending were also revised down, but by much
less. These downward revisions were partly offset
by a large upward revision to business inventory
investment. Business fixed investment was re-

1. Quarterly estimates in the nipa’s are expressed at seasonally adjusted
annual rates unless otherwise specified. Quarter-to-quarter dollar changes are
differences between published estimates. Quarter-to-quarter percent changes
are annualized and are calculated from unrounded index numbers. Real
estimates are expressed in chained (1992) dollars. Price indexes are chain-type
measures.

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

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

Billions of chained (1992) dollars || Percent change from pre-

ceding quarter

Change from preceding

Level quarter 1997

1997 1997

\% | Il 1] \%

Gross domestic product

7,283.3| 84.2| 58.0| 54.4| 69.3 49| 33| 31| 39

Less: Exports of goods and Services ............. 996.4| 21.6| 39.8| 10.5| 234 9.9 18.4| 44| 100

Plus: Imports of goods and Services ...............

Equals: Gross domestic purchases ............

11549 423| 50.2| 38.0| 17.8|| 17.9] 20.5| 146/ 6.4
7,428.7( 1025 66.0| 77.7[ 64.1 59| 37 43| 35

Less: Change in business inventories .............. 74.0] 30.8] 13.9] =30.1| 26.5[|.cocrinsfrreeiinc] cereriens [

Equals: Final sales to domestic purchasers

Personal consumption expenditures
Nonresidential fixed investment

Residential investment

Government consumptio

gross investment .
Federal ...
State and local

Addendum: Final sales of domestic product

7,349.7) 70.4| 51.6|106.2| 38.8 40( 29| 6.0f 21

49335 61.7| 11.3| 66.8| 37.3 53 9| 56| 31
866.6| 8.1| 28.1f 375 -7.9 41| 146| 19.2| -35
286.7) 22| 49| 19| 66 33| 74 27 97

12747 -13] 96| 33| 13 -4/ 31 11 4
456.4| -6.8| 7.3| -13| -24(| -5.8| 6.6 -11| -21
818.3| 54| 24| 46| 36 27 12[ 23] 18

7,204.5| 52.4| 436| 82.6| 44.2 30| 25 47 25

NoTe.—Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992 current-dollar
value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes uses weights of more
than one period, the corresponding chained-dollar estimates usually are not additive. Chained (1992) dollar levels and residuals,
which measure the extent of nonadditivity in each table, are found in NIPA tables 1.2, 1.4 and 1.6. Percent changes are calculated
from unrounded data. Percent changes in major aggregates are found in NIPA table 8.1. Contributions of the major components
to the quarter-to-quarter percent change in real GDP are in table 8.2.

SITUATION

vised very little. (The sources of these revisions
are discussed in the “Revisions” section.)

The picture of the economy presented by the
preliminary estimates is somewhat changed from
that presented by the advance estimates. As in the
advance estimates, real gpp growth accelerated
in the fourth quarter, and the acceleration was

CHART 1
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more than accounted for by upturns in business
inventory investment and in net exports.” How-
ever, the “preliminary” estimates show a much
sharper deceleration in real final sales of do-
mestic product—apor less the change in business
inventories—than was shown by the advance es-
timates. According to the preliminary estimates,
real final sales of domestic product increased 2.5
percent in the fourth quarter after increasing 4.7
percent in the third; the advance estimates had
indicated a 3.6-percent increase in the fourth
quarter.

Real gross domestic purchases—cGpp less ex-
ports of goods and services plus imports of
goods and services—increased 3.5 percent in the
fourth quarter after increasing 4.3 percent in the
third.> A downturn in business fixed investment
and a deceleration in consumer spending more
than offset a sharp upturn in business inventory
investment.

The price index for gross domestic purchases
increased 1.4 percent in the fourth quarter af-
ter increasing 1.3 percent in the third. The price
index for e increased 1.4 percent in both the
third and fourth quarters.

2. N1pa table 8.2 (on page D-25 in this issue) shows the contributions of
the major components to the quarter-to-quarter percent change in real coe.

3. Gross domestic purchases is a measure of purchases by U.S. residents
regardless of where the purchased goods and services are produced.

Personal consumption expenditures

Real personal consumption expenditures (pcE)
increased 3.1 percent in the fourth quarter after
increasing 5.6 percent in the third (table 2). Ex-
penditures for durable goods slowed sharply, and
expenditures for nondurable goods turned down;
in contrast, expenditures for services increased
somewhat more than in the third quarter.

Several of the factors usually considered in
analyses of pce showed strength in the fourth
quarter (chart 2). The unemployment rate fell to
4.7 percent, its lowest rate in more than 25 years.
Real disposable personal income accelerated to
4.5 percent from 2.6 percent. The Index of Con-
sumer Sentiment (prepared by the University of
Michigan’s Survey Research Center) slipped only
slightly from its highest level in 45 years.

Expenditures for durable goods increased only
1.7 percent after jumping 18.4 percent. Mo-
tor vehicles and parts decreased after increasing
sharply; the downturn mainly reflected a down-
turn in purchases of new autos and a deceleration
in purchases of new trucks, but net purchases
of used cars and purchases of parts also con-
tributed. Furniture and household equipment
and “other” durable goods expenditures both in-
creased less than in the third quarter. In furniture
and household equipment, most of the slowdown
was accounted for by computers.

Expenditures for nondurable goods decreased
1.0 percent after increasing 4.3 percent. The

Table 2.—Real Personal Consumption Expenditures
[Seasonally adjusted at annual rates]

Billions of chained (1992) dollars Percent change from preceding
quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ! L i v

Personal consumption eXPenditures .........ooceeereireeereersnneeeesssseenni 4,9335 61.7 11.3 66.8 37.3 53 0.9 5.6 31

Durable goods ..........ccccovurevniinns 658.9 20.7 -8.8 27.1 2.8 14.1 -54 18.4 17

Motor VENICIES aNd PAIS .....c.vvereerciriiiieiieeees s 2374 54| -10.3 15.6 -13 99| -16.6 312 -2.2
Of which:

New autos 79.4 2.6 -5.9 8.6 -2.9 138| -26.6 557 -132

New trucks 61.2 -8 2.7 5.8 35 56| -181 52.9 25.8

Furniture and household equipment 304.4 10.6 49 8.8 33 16.1 7.0 12.7 45

(61111 TR 122.9 5.1 -17 20 12 18.6 -5.3 6.7 43

Nondurable goods 1,461.9 16.6 -7.8 15.5 -3.6 47 =21 4.3 -1.0

Food ....occvvrenee 687.4 5.6 —6.4 13 -2.1 33 -3.6 8 -1.2

Clothing and shoes .. 279.3 7.1 -33 75 -2.0 10.9 -4.7 115 -2.8

Gasoline and alil ....... 117.0 -1 14 1 8 -5 53 4 2.6

Fuel oil and coal . 9.9 -9 7 3 -5 -313 325 134 -17.1

ONET oo s 370.2 5.4 -3 6.6 2 6.2 -3 75 2

SBIVICES ovuvvrviuiaiesees ettt 2,812.9 25.7 259 26.3 36.8 3.9 3.9 3.9 54

Housing 719.2 35 37 3.6 3.6 2.0 21 2.0 2.0

Household operatiol 302.7 -3.7 6.2 15 7.0 -5.0 8.9 21 9.7

Electricity and gas ... 119.5 -39 4.0 -2.1 3.8 -12.6 14.7 -6.9 139

Other household oper: 182.9 1 22 35 32 3 53 8.2 7.2

Transportation ...... 206.7 23 1.6 3.0 2.8 48 33 6.1 55

Medical care ... 720.5 7.3 4.4 54 6.3 4.2 25 31 3.6

Other 864.5 159 10.2 12.6 174 8.1 51 6.2 85

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are found in NIPA tables 2.3, 8.5 (autos), and 8.7 (trucks). Percent
changes in major aggregates are in NIPA table 8.1.
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weakness was widespread but was most pro-
CHART 2 nounced in clothing and shoes and in “other”

nondurable goods.

Selected Factors _ Expenditures for services increased 5.4 percent
Affecting Consumer Spending after increasing 3.9 percent. Household operation
1":“’3“‘ change accelerated, reflecting an upturn in electricity
REAL DISPOSABLE PERSONAL INCOME ' and gas. “Other” services increased more than
10 in the third quarter; net foreign travel turned
5 up, reflecting an increase in U.S. residents’ travel
I | I I TN I I I abroad and a decrease in foreign residents’ travel
2 I e = in the United States, and recreational services in-
5 creased about twice as much in the fourth quarter
0 | | as in the third.
Percent
10

UNEMPLOYMENT RATE Nonresidential fixed investment

5 Real private nonresidential fixed investment de-
creased 3.5 percent in the fourth quarter after
jumping 19.2 percent in the third (table 3). Both

c EEEEEEEEEEEREREER structures and producers’ durable equipment

e (ppE) turned down; however, the downturn in

CONSUMER SENTIMENT *
100 \/\/\/ pDE Was much more pronounced.
90 Factors that affect investment spending have

been generally favorable over the past four quar-

80 . . .
ters: Real final sales of domestic product in-

0 | | | creased 3.2 percent; the capacity utilization rate in

O T e tee 1eer manufacturing increased from 81.4 to 82.1; long-

1. Disposable personal income in chained (1992) dollars: seasonally adjusted annual rates. term interest rates decreased—for example, the

2. All civilian workers , seasonally adjusted. . .

Data: U.S. Department of Labor, Bureau of Labor Statistics yIE|d on hlgh-gl’ade Corporate bonds decreased

3. Data: University of Michigan's Survey Research Center.

from 752 percent to 6.79 percent; and domestic
corporate profits increased at an annual rate of
18.6 percent through the first three quarters of

Table 3.—Real Gross Private Domestic Fixed Investment
[Seasonally adjusted at annual rates]

U.S. Department of Commerce, Bureau of Economic Analysis

Billions of chained (1992) dollars Percent change from preceding
quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ' L I v

Gross private domestic fixed iNVESIMENT ..o 1,149.2 10.3 32.4 37.9 -0.1 39 12.6 144 0
Nonresidential 866.6 8.1 28.1 375 -7.9 41 146 19.2 -35
SHUCKUIES .ot 194.5 -1.0 -2.4 3.2 -2.2 =21 4.7 6.7 -4.3
g farm 145.8 17 -3.0 3.0 -4.3 44 -7.6 83| -10.8
........ 282 -2.0 12 -1 2 —24.7 174 -8.2 21
13.0 -2 -6 4 -4 -4.1 -18.3 139 -115
75 -5 1 4 24 -33.1 11.3 34.0 362.9
Producers’ durable @qUIPMENE ..o esieeees 679.7 9.9 32.7 36.0 -5.6 6.7 23.0 24.1 -33
Information processing and related equIPMENt ..........ccoveeiveeivseiniininnne 324.9 11.0 15.5 23.6 44 17.2 240 35.8 5.6
Computers and peripheral equIPMENt .........cccovevevereenenerneinsinenenns 248.8 134 20.3 244 8.3 329 484 533 14.6

OHNET e 1315 2.2 2.9 7.1 0 7.6 9.9 249 0
Industrial €QUIPMENE ..o 126.6 -1 6.7 2.1 1.0 -3 24.8 72 32
Transportation and related equipmel 139.5 -2.2 8.5 10.8 -7.3 -6.8 295 358| -184
Of which: Motor vehicles 120.1 39 =21 5.4 1 14.6 -7.0 20.2 3
Other . 110.8 36 30 3.0 -13 125 121 114 -4.3
RESIANEAL .....ovveevvieeiiiiiieii s s 286.7 2.2 49 1.9 6.6 33 74 27 9.7
Single-family SITUCIUIES ........cuuiereeiirireiee s 138.9 0 3 -8 3.2 0 7 -2.3 9.8
MUIEfaMIlY STUCIUTES ....vvevieirieeerisieei e 21.0 16 .8 -8 14 411 17.6 -15.6 314
Other 1275 T 4.0 3.6 2.0 2.3 144 124 6.4

NoTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are found in NIPA tables 5.5, 8.5 (autos), and 8.7 (trucks). Percent
changes in major aggregates are in NIPA table 8.1.
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1997 (profits data for the fourth quarter are not
yet available).

pDE decreased 3.3 percent in the fourth quarter
after jumping 24.1 percent in the third. All the
major components contributed to the downturn.
Information processing equipment, particularly
computers and peripheral equipment, increased
much less than in the third quarter. Trans-
portation equipment turned down, reflecting a
downturn in aircraft. “Other” equipment, partic-
ularly agricultural equipment and farm tractors,
decreased after increasing. Industrial equipment
increased less than in the third quarter.

Structures decreased 4.3 percent after increas-
ing 6.7 percent. The downturn was more than
accounted for by a downturn in investment
in nonresidential buildings; industrial buildings,
“other” buildings, commercial buildings, and
hospital and institutional buildings each turned
down. In addition, investment in mining explo-
ration, shafts, and wells decreased after increas-
ing. In contrast, investment in utilities changed
little after decreasing, and investment in “other”
structures increased more in the fourth quarter
than in the third; the fourth-quarter increase in
“other” structures was the result of the sale by the
Federal Government to a private business of the
Naval Petroleum Reserve at Elk Hills, California.*

Residential investment

Real residential investment increased 9.7 percent
in the fourth quarter after increasing 2.7 per-
cent in the third (table 3). The acceleration
was accounted for by single-family and multi-
family structures, both of which increased after
decreasing.

Single-family structures increased 9.8 percent
after decreasing 2.3 percent, and multifamily con-
struction increased 31.4 percent after decreasing
15.6 percent. “Other” residential investment in-
creased 6.4 percent after increasing 12.4 percent.’
A sharp slowdown in brokers’ commissions more
than offset an acceleration in home improve-
ments. The slowdown in brokers’ commissions

4. The structures at the EIk Hills Naval Petroleum Reserve were sold for
$0.8 billion, or $3.2 billion at an annual rate. In the n1pa’s, this transaction is
recorded as offsetting entries in government gross investment and in private
nonresidential structures. The remaining value of the sale, which consists of
land and subsoil assets, is treated as the sale of nonproduced assets and is
excluded from the ~1pa’s. Because Gpe is measured on an accrual basis, the
sale—which was closed in February 1998 but was made retroactive to October
1, 1997—was recorded in the fourth quarter in the nipa’s.

5. “Other” residential investment includes home improvements, new mo-
bile home sales, brokers' commissions on home sales, residential equipment,
and other residential structures (which consists primarily of dormitories,
fraternity and sorority houses, and nurses’ homes).

reflected a deceleration in home sales that oc-
curred despite a decrease in the commitment
rate on 3o-year, fixed-rate mortgages from 747
percent to 720 percent (chart 3).

Inventory investment

Real inventory investment—that is, the change
in business inventories—increased $26.5 billion
in the fourth quarter, as inventory accumula-
tion picked up to $74.0 billion from $47.5 billion
(table 4). In contrast, inventory investment had
decreased $30.1 billion in the third quarter, as ac-
cumulation had slowed from ¢77.6 billion in the
second quarter.

Retail trade inventories increased $16.5 billion
in the fourth quarter after increasing $2.8 bil-
lion in the third. Most of the step-up was
accounted for by inventories of motor vehicle
dealers, which increased substantially after four
consecutive quarterly decreases. Inventories of
other durable goods increased more than in the
third quarter.

Manufacturing inventories increased $22.3 bil-
lion after increasing $14.8 billion. Most of
the step-up was in nondurable goods industries,
largely reflecting an upturn in petroleum prod-
ucts and accelerations in chemicals and in food.
In the durable goods industries, step-ups in other
transportation equipment and in “other” durable
goods were partly offset by a downturn in motor
vehicle inventories.

CHART 4

Selected Interest Rates
Percent
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Data: Federal Reserve Board

U.S. Department of Commerce, Bureau of Economic Analysis
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Wholesale trade inventories increased $19.8 bil-
lion after increasing s14.9 billion. The step-up
was mainly in nondurable goods and was more
than accounted for by groceries, by apparel, and
by farm products. In durable goods, a step-up
in “other” durable goods was mostly offset by a
downturn in motor vehicles.

“Other” nonfarm inventories increased about
as much as in the third quarter.®

Farm inventories increased $9.8 billion after in-
creasing $9.5 billion. As in the third quarter, an
increase in crop inventories more than offset a
small decrease in livestock inventories.

The ratio of real nonfarm inventories to real
final sales of domestic businesses increased to 2.29
in the fourth quarter from 2.27 in the third. A
different ratio, in which final sales are limited
to goods and structures, increased to 4.15 from
4.10. For both measures, the fourth-quarter ratio
is close to its average in recent years.

6. “Other” nonfarm inventories includes inventories held by the fol-
lowing industries: Mining; construction; public utilities; transportation;
communication; finance, insurance, and real estate; and services.

Exports and imports

Real exports of goods and services increased 10.0
percent in the fourth quarter after increasing 4.4
percent in the third (table 5). Real imports of
goods and services increased 6.4 percent after
increasing 14.6 percent.

Real exports of goods increased 14.5 percent af-
ter increasing 3.4 percent; exports of both agricul-
tural and nonagricultural goods increased more
than in the third quarter. Much of the step-up
in nonagricultural exports was accounted for by
an acceleration in nonautomotive capital goods,
which reflected an upturn in exports of civilian
aircraft; in contrast, computers, peripherals, and
parts turned down, and “other” nonautomotive
and noncomputer goods increased less than in
the third quarter.” The step-up in nonagricultural
exports also reflected upturns in automotive ve-
hicles, engines, and parts and in consumer goods
except automotive and an acceleration in foods,

7. Exports and imports of nonautomotive capital goods include both
parts and equipment. However, parts are not included either in the pro-
ducers’ durable equipment component of business fixed investment or in the

equipment component of government investment.

Table 4.—Real Change in Business Inventories
[Billions of chained (1992) dollars; seasonally adjusted at annual rates]

Level Change from preceding quarter
1996 1997 1997
v | Il I v | Il 1l %
Change in buSINeSS INVENLOTIES .....c.cuueeieeiieeneieieieessere e nseesssesenes 329 63.7 77.6 475 74.0 30.8 139 -30.1 26.5
FAMN s 6.4 53 75 9.5 9.8 -11 22 20 3
Nonfarm 26.5 58.3 70.1 38.3 64.4 318 118| -31.8 26.1
Manufacturing . 123 20.9 29.0 14.8 223 8.6 81| -142 75
Wholesale trade 94 229 24.6 14.9 19.8 135 17 -9.7 49
Retail trade ..... 9 .6 7.7 2.8 16.5 -3 7.1 -4.9 13.7
Of which: Motor vehicle dealers . -4.7 -2.5 -3.7 -6 9.5 22 -12 31 10.1
ONBI oo 39 137 8.9 5.7 5.9 9.8 -4.8 -32 2

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are in NIPA table 5.11.

Table 5.—Real Exports and Imports of Goods and Services
[Seasonally adjusted at annual rates]

Billions of chained (1992) dollars Percent change from preceding

quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ' L I v
Exports of goods and SErVICES ... 996.4 216 39.8 10. 234 9.9 18.4 44 10.0

05
GOODS ..cvvvvviiiviris i 757.0 20.0 39.6 6.0 25.2 12.6 25.1 34 145
Agricultural goods ... 53.0 -4.0 -5 2.3 35 -27.6 -4.2 20.6 31.6
Nonagricultural goods 707.4 256 412 33 21.3 17.7 28.2 19 13.0

42

8.0

SeIVICeS ...cvovvrnen. 2445 21 1.9 -5 37 3.2 7.2 -8
Imports of go0ds and SEIVICES ... 1,154.9 42.3 50.2 38. 17.8 17.9 20.5 14.6 6.4
GOOUS ..o 988.4 338 471 34.3 15.7 16.7 22.9 15.4 6.6
Petroleum and Products ... 68.6 -18 5.9 11 -6 -10.8 445 6.3 -3.2
NONPELroleUM ProdUCTS .......cveierceiiiiiieiis s 920.1 37.0 40.6 334 16.4 20.0 211 16.2 75
SBIVICES oo s 168.0 8.4 34 4.0 22 24.2 8.9 101 5.4

-158.5| -20.7( -103| -27.5 LTCH [ IO (SO IR

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are found in NIPA table 4.4. Percent changes in major aggregates
are found in NIPA table 8.1.
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feeds, and beverages. Exports of services de-
creased 0.8 percent after increasing 7.2 percent,
primarily reflecting a downturn in travel and a
slowdown in “other private services,” which in-
cludes such services as educational, financial, and
telecommunications.

Real imports of goods increased 6.6 percent
after increasing 15.4 percent; imports of petro-
leum and products turned down, and imports of
nonpetroleum goods slowed considerably. Much
of the slowdown in nonpetroleum imports was
accounted for by a slowdown in nonautomo-
tive capital goods, particularly in computers and
parts, and by a downturn in automotive vehicles,
engines, and parts. Imports of services increased
5.4 percent after increasing 10.1 percent; the slow-
down was primarily accounted for by downturns
in “other private services,” which includes such
services as telecommunications and financial, and
in direct defense expenditures.

Government spending

Real government consumption expenditures and
gross investment increased o.4 percent in the
fourth quarter after increasing 1.1 percent in the
third (table 6). Federal Government spending
decreased more in the fourth quarter than in the
third, and State and local government spending
increased less than in the third.

Federal nondefense spending decreased 8.6 per-
cent after decreasing 5.7 percent. Consumption
expenditures decreased more than in the third
quarter, primarily reflecting a larger fourth-
quarter decrease in employee compensation. In-
vestment spending also decreased more than in
the third quarter, reflecting a downturn in spend-

inx for structures. The fourth-quarter decrease
was the result of the Elk Hills transaction (see
footnote 4).

Federal defense spending increased 1.3 per-
cent after increasing 1.2 percent. Consumption
expenditures increased after decreasing; the up-
swing was mostly accounted for by expenditures
for durable goods, largely aircraft parts. In-
vestment spending increased less than in the
third quarter; the slowdown was attributable to
spending for equipment.

State and local government spending increased
1.8 percent after increasing 2.3 percent. Con-
sumption expenditures increased less than in the
third quarter, and investment spending decreased
slightly after increasing, reflecting spending for
structures, which decreased after no change, and
spending on equipment, which decelerated.

Revisions

As noted earlier, the preliminary estimate of a 3.9-
percent increase in real goe in the fourth quarter
iS 0.4 percentage point lower than the advance
estimate (table 7); for 1976—97, the average revi-
sion, without regard to sign, was o.5 percentage
point from the advance estimate to the prelim-
inary estimate. The downward revision to Gpp
in the fourth quarter reflected downward revi-
sions to net exports of goods and services and to
consumer spending. These revisions were partly
offset by a large upward revision to inventory
investment.

The downward revision to net exports reflected
the incorporation of newly available Census Bu-
reau data for exports and imports of goods for
December. The December data for exports was

Table 6.—Real Government Consumption Expenditures and Real Gross Investment by Type
[Seasonally adjusted at annual rates]

Billions of chained (1992) dollars Percent change from preceding
quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ' L I v
Government consumption expenditures and gross investment ................ 1,274.7 -13 9.6 33 13 -0.4 31 11 0.4
456.4 -6.8 73 -1.3 -2.4 -5.8 6.6 -11 -2.1
National defense .............. 3113 -9.7 5.5 9 1.0 -11.8 75 12 13
Consumption expenditures 274.2 -4.1 36 -3 6 -5.8 54 -4 9
Gross investment 371 -5.7 19 13 4 -46.9 253 153 4.4
Nondefense 1448 2.8 17 2.2 -3.2 8.0 49 -5.7 -8.6
Consumption expenditur 126.6 2.6 5 -4 -1.2 8.5 17 -15 =37
Gross investment ... 17.9 2 14 -1.9 -24 40 298| -311| -39.7
State and local 818.3 5.4 24 4.6 3.6 2.7 12 23 18
Consumption expenditures 672.5 33 32 43 3.9 2.0 19 2.6 2.3
Gross investment 145.8 21 -8 3 -3 6.0 -2.4 9 -1

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (199:

2)

dollar levels and residuals are found in NIPA table 3.8B. Percent changes in major aggregates

are in NIPA table 8.1.



SURVEY OF CURRENT BUSINESS

in line with the assumption that was used for
the advance estimates, but the increase in the
December data for imports—the largest increase
since March 1993—was much larger than BeA’s
assumption.

The downward revision to government spend-
ing largely reflected the Elk Hills transaction.

The downward revision to consumer spending
was more than accounted for by goods and re-
flected the incorporation of revised retail sales
data for November and December.

The upward revision to inventory investment
mainly reflected the incorporation of revised and
newly available Census Bureau inventory data. In
addition, the upward revision also reflected two
other revisions: A special adjustment to remove
the effects of a large, one-time “write-down” in
the inventories of an aircraft manufacturer, and
a revision to the inventory valuation adjustment
to reflect the incorporation of newly available
data for November on the refiners’ acquisition
price of petroleum and the incorporation of re-
vised producer price indexes for September and
newly available indexes for January that are used
in calculating yearend inventory values.

The small downward revision to private non-
residential structures was accounted for by a
downward revision to purchases of new struc-
tures that more than offset the upward revision
due to the Elk Hills transaction. The downward
revision to purchases of new structures reflected
the incorporation of revised data for October and
November and newly available data for December
on the value of construction put in place.

The preliminary estimates of the increases in
the price indexes for gross domestic purchases
and for gpp were each 1.4 percent; each was o.1
percentage point lower than the advance estimate.

The preliminary estimate of real disposable
personal income increased 4.5 percent, o.2 per-
centage point lower than the advance estimate;
current-dollar personal income was revised down
slightly, and personal tax and nontax payments
were revised up. The preliminary estimate of

March 1998 o 7

the personal saving rate—personal savings as a
percentage of current-dollar disposable personal
income—was 3.8 percent, o.1 percentage point
lower than the advance estimate. [.ef

Table 7.—Revisions to Real Gross Domestic Product and Prices,
Fourth Quarter 1997

[Seasonally adjusted at annual rates]

Percent change from | Preliminary estimate
preceding quarter minus advance
estimate
Advance | PTEIMi | percent. BiIﬂ]ions é)f
estimate nary age cnain
estimate oints (1992)
P dollars
Gross domestic ProduCt ... 4.3 39 -0.4 -7.0
Less: Exports of goods and services .. 11.3 10.0 -13 -2.9
GOOS ..o 16.0 145 -15 -24
2 -8 -1.0 -6
1.3 6.4 5.1 14.1
5 6.6 6.1 145
5.7 5.4 -3 -1
Equals: Gross domestic purchases . 31 35 A4 75
Personal consumption expenditures 32 31 -1 -15
Durable goods 2.6 17 -9 -14
Nondurable goods -4 -1.0 -6 =22
SEIVICES vvvruriermresssssiessseses st e 5.1 5.4 3 1.9
Fixed investment .. 1 0 -1 -4
Nonresidential .. -3.6 -35 1 1
Structures ... 2.7 -4.3 -1.6 -8
Producers’ durable equipment . -39 -33 .6 12
RESIAENLIAL ... 104 9.7 -7 -4
Change in buSINESS INVENONES .........cvevvverreeriineierireniiniiens | cvveeinneiens | e | evveesnninns 14.1
..... 147
................ -7
1.6 4 . -3.8
Federal N -2.1 -2.8 =31
National defense ... 29 13 -16 -13
Nondefense ...... -3.8 -8.6 -4.8 -1.8
State and 10CAI ... 2.1 18 -3 -7
Addenda:
Final sales of domestic product 3.6 25 -11
Gross domestic purchases price ind 15 14 -1
GDP price index® ......ccccvveemererneins 15 14 -1

1. Based on chained-type annual (1992) weights.

NoTe.—The preliminary estimates for the fourth quarter of 1997 incorporate the following revised or additional major source data
that were not available when the advance estimates were prepared.

Personal consumption expenditures: Revised retail sales for November and December, consumers’ share of new-car purchases
for December, revised average unit value for domestic new autos for October through December, consumers’ share of new-truck
purchases for December, and residential electricity usage for October.

Nonresidential fixed investment: Construction put in place for October and November (revised) and December, manufacturers’ ship-
ments of machinery and equipment for November and December (revised), and exports and imports of machinery and equipment
for November (revised) and December.

Residential fixed investment: Construction put in place for October and November (revised) and December.

Change in business inventories: Manufacturing, retail trade, and wholesale trade inventories for November (revised) and December.

Exports and imports of goods and services: Exports and imports of goods for November (revised) and December.

Government consumption expenditures and gross investment: Monthly Treasury Statement detailed data for December, Department
of Defense detailed financial reports for the quarter, State and local government construction put in place for October and November
(revised) and December.

Wages and salaries: Employment, average hourly eamings, and average weekly hours for November and December (revised).

GDP prices: Detailed merchandise export and import price indexes for October through December (revised), values and quantities
of petroleum imports for November (revised) and December, and housing prices for the fourth quarter.
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BUSINESS

R EAL GRross domestic product (cpe) in-
creased 3.9 percent in the fourth quarter
of 1997, according to the “preliminary” estimates
of the national income and product accounts
(n1pA’s) (table 1 and chart 1); the “advance” es-
timate of real Gpp, reported in the February
“Business Situation,” had shown a 4.3-percent in-
crease." The downward revision was more than
accounted for by a large downward revision to
net exports; government spending and consumer
spending were also revised down, but by much
less. These downward revisions were partly offset
by a large upward revision to business inventory
investment. Business fixed investment was re-

1. Quarterly estimates in the nipa’s are expressed at seasonally adjusted
annual rates unless otherwise specified. Quarter-to-quarter dollar changes are
differences between published estimates. Quarter-to-quarter percent changes
are annualized and are calculated from unrounded index numbers. Real
estimates are expressed in chained (1992) dollars. Price indexes are chain-type
measures.

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

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

Billions of chained (1992) dollars || Percent change from pre-

ceding quarter

Change from preceding

Level quarter 1997

1997 1997

\% | Il 1] \%

Gross domestic product

7,283.3| 84.2| 58.0| 54.4| 69.3 49| 33| 31| 39

Less: Exports of goods and Services ............. 996.4| 21.6| 39.8| 10.5| 234 9.9 18.4| 44| 100

Plus: Imports of goods and Services ...............

Equals: Gross domestic purchases ............

11549 423| 50.2| 38.0| 17.8|| 17.9] 20.5| 146/ 6.4
7,428.7( 1025 66.0| 77.7[ 64.1 59| 37 43| 35

Less: Change in business inventories .............. 74.0] 30.8] 13.9] =30.1| 26.5[|.cocrinsfrreeiinc] cereriens [

Equals: Final sales to domestic purchasers

Personal consumption expenditures
Nonresidential fixed investment

Residential investment

Government consumptio

gross investment .
Federal ...
State and local

Addendum: Final sales of domestic product

7,349.7) 70.4| 51.6|106.2| 38.8 40( 29| 6.0f 21

49335 61.7| 11.3| 66.8| 37.3 53 9| 56| 31
866.6| 8.1| 28.1f 375 -7.9 41| 146| 19.2| -35
286.7) 22| 49| 19| 66 33| 74 27 97

12747 -13] 96| 33| 13 -4/ 31 11 4
456.4| -6.8| 7.3| -13| -24(| -5.8| 6.6 -11| -21
818.3| 54| 24| 46| 36 27 12[ 23] 18

7,204.5| 52.4| 436| 82.6| 44.2 30| 25 47 25

NoTe.—Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992 current-dollar
value of the corresponding series, divided by 100. Because the formula for the chain-type quantity indexes uses weights of more
than one period, the corresponding chained-dollar estimates usually are not additive. Chained (1992) dollar levels and residuals,
which measure the extent of nonadditivity in each table, are found in NIPA tables 1.2, 1.4 and 1.6. Percent changes are calculated
from unrounded data. Percent changes in major aggregates are found in NIPA table 8.1. Contributions of the major components
to the quarter-to-quarter percent change in real GDP are in table 8.2.

SITUATION

vised very little. (The sources of these revisions
are discussed in the “Revisions” section.)

The picture of the economy presented by the
preliminary estimates is somewhat changed from
that presented by the advance estimates. As in the
advance estimates, real gpp growth accelerated
in the fourth quarter, and the acceleration was

CHART 1
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more than accounted for by upturns in business
inventory investment and in net exports.” How-
ever, the “preliminary” estimates show a much
sharper deceleration in real final sales of do-
mestic product—apor less the change in business
inventories—than was shown by the advance es-
timates. According to the preliminary estimates,
real final sales of domestic product increased 2.5
percent in the fourth quarter after increasing 4.7
percent in the third; the advance estimates had
indicated a 3.6-percent increase in the fourth
quarter.

Real gross domestic purchases—cGpp less ex-
ports of goods and services plus imports of
goods and services—increased 3.5 percent in the
fourth quarter after increasing 4.3 percent in the
third.> A downturn in business fixed investment
and a deceleration in consumer spending more
than offset a sharp upturn in business inventory
investment.

The price index for gross domestic purchases
increased 1.4 percent in the fourth quarter af-
ter increasing 1.3 percent in the third. The price
index for e increased 1.4 percent in both the
third and fourth quarters.

2. N1pa table 8.2 (on page D-25 in this issue) shows the contributions of
the major components to the quarter-to-quarter percent change in real coe.

3. Gross domestic purchases is a measure of purchases by U.S. residents
regardless of where the purchased goods and services are produced.

Personal consumption expenditures

Real personal consumption expenditures (pcE)
increased 3.1 percent in the fourth quarter after
increasing 5.6 percent in the third (table 2). Ex-
penditures for durable goods slowed sharply, and
expenditures for nondurable goods turned down;
in contrast, expenditures for services increased
somewhat more than in the third quarter.

Several of the factors usually considered in
analyses of pce showed strength in the fourth
quarter (chart 2). The unemployment rate fell to
4.7 percent, its lowest rate in more than 25 years.
Real disposable personal income accelerated to
4.5 percent from 2.6 percent. The Index of Con-
sumer Sentiment (prepared by the University of
Michigan’s Survey Research Center) slipped only
slightly from its highest level in 45 years.

Expenditures for durable goods increased only
1.7 percent after jumping 18.4 percent. Mo-
tor vehicles and parts decreased after increasing
sharply; the downturn mainly reflected a down-
turn in purchases of new autos and a deceleration
in purchases of new trucks, but net purchases
of used cars and purchases of parts also con-
tributed. Furniture and household equipment
and “other” durable goods expenditures both in-
creased less than in the third quarter. In furniture
and household equipment, most of the slowdown
was accounted for by computers.

Expenditures for nondurable goods decreased
1.0 percent after increasing 4.3 percent. The

Table 2.—Real Personal Consumption Expenditures
[Seasonally adjusted at annual rates]

Billions of chained (1992) dollars Percent change from preceding
quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ! L i v

Personal consumption eXPenditures .........ooceeereireeereersnneeeesssseenni 4,9335 61.7 11.3 66.8 37.3 53 0.9 5.6 31

Durable goods ..........ccccovurevniinns 658.9 20.7 -8.8 27.1 2.8 14.1 -54 18.4 17

Motor VENICIES aNd PAIS .....c.vvereerciriiiieiieeees s 2374 54| -10.3 15.6 -13 99| -16.6 312 -2.2
Of which:

New autos 79.4 2.6 -5.9 8.6 -2.9 138| -26.6 557 -132

New trucks 61.2 -8 2.7 5.8 35 56| -181 52.9 25.8

Furniture and household equipment 304.4 10.6 49 8.8 33 16.1 7.0 12.7 45

(61111 TR 122.9 5.1 -17 20 12 18.6 -5.3 6.7 43

Nondurable goods 1,461.9 16.6 -7.8 15.5 -3.6 47 =21 4.3 -1.0

Food ....occvvrenee 687.4 5.6 —6.4 13 -2.1 33 -3.6 8 -1.2

Clothing and shoes .. 279.3 7.1 -33 75 -2.0 10.9 -4.7 115 -2.8

Gasoline and alil ....... 117.0 -1 14 1 8 -5 53 4 2.6

Fuel oil and coal . 9.9 -9 7 3 -5 -313 325 134 -17.1

ONET oo s 370.2 5.4 -3 6.6 2 6.2 -3 75 2

SBIVICES ovuvvrviuiaiesees ettt 2,812.9 25.7 259 26.3 36.8 3.9 3.9 3.9 54

Housing 719.2 35 37 3.6 3.6 2.0 21 2.0 2.0

Household operatiol 302.7 -3.7 6.2 15 7.0 -5.0 8.9 21 9.7

Electricity and gas ... 119.5 -39 4.0 -2.1 3.8 -12.6 14.7 -6.9 139

Other household oper: 182.9 1 22 35 32 3 53 8.2 7.2

Transportation ...... 206.7 23 1.6 3.0 2.8 48 33 6.1 55

Medical care ... 720.5 7.3 4.4 54 6.3 4.2 25 31 3.6

Other 864.5 159 10.2 12.6 174 8.1 51 6.2 85

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are found in NIPA tables 2.3, 8.5 (autos), and 8.7 (trucks). Percent
changes in major aggregates are in NIPA table 8.1.
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weakness was widespread but was most pro-
CHART 2 nounced in clothing and shoes and in “other”

nondurable goods.

Selected Factors _ Expenditures for services increased 5.4 percent
Affecting Consumer Spending after increasing 3.9 percent. Household operation
1":“’3“‘ change accelerated, reflecting an upturn in electricity
REAL DISPOSABLE PERSONAL INCOME ' and gas. “Other” services increased more than
10 in the third quarter; net foreign travel turned
5 up, reflecting an increase in U.S. residents’ travel
I | I I TN I I I abroad and a decrease in foreign residents’ travel
2 I e = in the United States, and recreational services in-
5 creased about twice as much in the fourth quarter
0 | | as in the third.
Percent
10

UNEMPLOYMENT RATE Nonresidential fixed investment

5 Real private nonresidential fixed investment de-
creased 3.5 percent in the fourth quarter after
jumping 19.2 percent in the third (table 3). Both

c EEEEEEEEEEEREREER structures and producers’ durable equipment

e (ppE) turned down; however, the downturn in

CONSUMER SENTIMENT *
100 \/\/\/ pDE Was much more pronounced.
90 Factors that affect investment spending have

been generally favorable over the past four quar-

80 . . .
ters: Real final sales of domestic product in-

0 | | | creased 3.2 percent; the capacity utilization rate in

O T e tee 1eer manufacturing increased from 81.4 to 82.1; long-

1. Disposable personal income in chained (1992) dollars: seasonally adjusted annual rates. term interest rates decreased—for example, the

2. All civilian workers , seasonally adjusted. . .

Data: U.S. Department of Labor, Bureau of Labor Statistics yIE|d on hlgh-gl’ade Corporate bonds decreased

3. Data: University of Michigan's Survey Research Center.

from 752 percent to 6.79 percent; and domestic
corporate profits increased at an annual rate of
18.6 percent through the first three quarters of

Table 3.—Real Gross Private Domestic Fixed Investment
[Seasonally adjusted at annual rates]

U.S. Department of Commerce, Bureau of Economic Analysis

Billions of chained (1992) dollars Percent change from preceding
quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ' L I v

Gross private domestic fixed iNVESIMENT ..o 1,149.2 10.3 32.4 37.9 -0.1 39 12.6 144 0
Nonresidential 866.6 8.1 28.1 375 -7.9 41 146 19.2 -35
SHUCKUIES .ot 194.5 -1.0 -2.4 3.2 -2.2 =21 4.7 6.7 -4.3
g farm 145.8 17 -3.0 3.0 -4.3 44 -7.6 83| -10.8
........ 282 -2.0 12 -1 2 —24.7 174 -8.2 21
13.0 -2 -6 4 -4 -4.1 -18.3 139 -115
75 -5 1 4 24 -33.1 11.3 34.0 362.9
Producers’ durable @qUIPMENE ..o esieeees 679.7 9.9 32.7 36.0 -5.6 6.7 23.0 24.1 -33
Information processing and related equIPMENt ..........ccoveeiveeivseiniininnne 324.9 11.0 15.5 23.6 44 17.2 240 35.8 5.6
Computers and peripheral equIPMENt .........cccovevevereenenerneinsinenenns 248.8 134 20.3 244 8.3 329 484 533 14.6

OHNET e 1315 2.2 2.9 7.1 0 7.6 9.9 249 0
Industrial €QUIPMENE ..o 126.6 -1 6.7 2.1 1.0 -3 24.8 72 32
Transportation and related equipmel 139.5 -2.2 8.5 10.8 -7.3 -6.8 295 358| -184
Of which: Motor vehicles 120.1 39 =21 5.4 1 14.6 -7.0 20.2 3
Other . 110.8 36 30 3.0 -13 125 121 114 -4.3
RESIANEAL .....ovveevvieeiiiiiieii s s 286.7 2.2 49 1.9 6.6 33 74 27 9.7
Single-family SITUCIUIES ........cuuiereeiirireiee s 138.9 0 3 -8 3.2 0 7 -2.3 9.8
MUIEfaMIlY STUCIUTES ....vvevieirieeerisieei e 21.0 16 .8 -8 14 411 17.6 -15.6 314
Other 1275 T 4.0 3.6 2.0 2.3 144 124 6.4

NoTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are found in NIPA tables 5.5, 8.5 (autos), and 8.7 (trucks). Percent
changes in major aggregates are in NIPA table 8.1.
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1997 (profits data for the fourth quarter are not
yet available).

pDE decreased 3.3 percent in the fourth quarter
after jumping 24.1 percent in the third. All the
major components contributed to the downturn.
Information processing equipment, particularly
computers and peripheral equipment, increased
much less than in the third quarter. Trans-
portation equipment turned down, reflecting a
downturn in aircraft. “Other” equipment, partic-
ularly agricultural equipment and farm tractors,
decreased after increasing. Industrial equipment
increased less than in the third quarter.

Structures decreased 4.3 percent after increas-
ing 6.7 percent. The downturn was more than
accounted for by a downturn in investment
in nonresidential buildings; industrial buildings,
“other” buildings, commercial buildings, and
hospital and institutional buildings each turned
down. In addition, investment in mining explo-
ration, shafts, and wells decreased after increas-
ing. In contrast, investment in utilities changed
little after decreasing, and investment in “other”
structures increased more in the fourth quarter
than in the third; the fourth-quarter increase in
“other” structures was the result of the sale by the
Federal Government to a private business of the
Naval Petroleum Reserve at Elk Hills, California.*

Residential investment

Real residential investment increased 9.7 percent
in the fourth quarter after increasing 2.7 per-
cent in the third (table 3). The acceleration
was accounted for by single-family and multi-
family structures, both of which increased after
decreasing.

Single-family structures increased 9.8 percent
after decreasing 2.3 percent, and multifamily con-
struction increased 31.4 percent after decreasing
15.6 percent. “Other” residential investment in-
creased 6.4 percent after increasing 12.4 percent.’
A sharp slowdown in brokers’ commissions more
than offset an acceleration in home improve-
ments. The slowdown in brokers’ commissions

4. The structures at the EIk Hills Naval Petroleum Reserve were sold for
$0.8 billion, or $3.2 billion at an annual rate. In the n1pa’s, this transaction is
recorded as offsetting entries in government gross investment and in private
nonresidential structures. The remaining value of the sale, which consists of
land and subsoil assets, is treated as the sale of nonproduced assets and is
excluded from the ~1pa’s. Because Gpe is measured on an accrual basis, the
sale—which was closed in February 1998 but was made retroactive to October
1, 1997—was recorded in the fourth quarter in the nipa’s.

5. “Other” residential investment includes home improvements, new mo-
bile home sales, brokers' commissions on home sales, residential equipment,
and other residential structures (which consists primarily of dormitories,
fraternity and sorority houses, and nurses’ homes).

reflected a deceleration in home sales that oc-
curred despite a decrease in the commitment
rate on 3o-year, fixed-rate mortgages from 747
percent to 720 percent (chart 3).

Inventory investment

Real inventory investment—that is, the change
in business inventories—increased $26.5 billion
in the fourth quarter, as inventory accumula-
tion picked up to $74.0 billion from $47.5 billion
(table 4). In contrast, inventory investment had
decreased $30.1 billion in the third quarter, as ac-
cumulation had slowed from ¢77.6 billion in the
second quarter.

Retail trade inventories increased $16.5 billion
in the fourth quarter after increasing $2.8 bil-
lion in the third. Most of the step-up was
accounted for by inventories of motor vehicle
dealers, which increased substantially after four
consecutive quarterly decreases. Inventories of
other durable goods increased more than in the
third quarter.

Manufacturing inventories increased $22.3 bil-
lion after increasing $14.8 billion. Most of
the step-up was in nondurable goods industries,
largely reflecting an upturn in petroleum prod-
ucts and accelerations in chemicals and in food.
In the durable goods industries, step-ups in other
transportation equipment and in “other” durable
goods were partly offset by a downturn in motor
vehicle inventories.

CHART 4
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Wholesale trade inventories increased $19.8 bil-
lion after increasing s14.9 billion. The step-up
was mainly in nondurable goods and was more
than accounted for by groceries, by apparel, and
by farm products. In durable goods, a step-up
in “other” durable goods was mostly offset by a
downturn in motor vehicles.

“Other” nonfarm inventories increased about
as much as in the third quarter.®

Farm inventories increased $9.8 billion after in-
creasing $9.5 billion. As in the third quarter, an
increase in crop inventories more than offset a
small decrease in livestock inventories.

The ratio of real nonfarm inventories to real
final sales of domestic businesses increased to 2.29
in the fourth quarter from 2.27 in the third. A
different ratio, in which final sales are limited
to goods and structures, increased to 4.15 from
4.10. For both measures, the fourth-quarter ratio
is close to its average in recent years.

6. “Other” nonfarm inventories includes inventories held by the fol-
lowing industries: Mining; construction; public utilities; transportation;
communication; finance, insurance, and real estate; and services.

Exports and imports

Real exports of goods and services increased 10.0
percent in the fourth quarter after increasing 4.4
percent in the third (table 5). Real imports of
goods and services increased 6.4 percent after
increasing 14.6 percent.

Real exports of goods increased 14.5 percent af-
ter increasing 3.4 percent; exports of both agricul-
tural and nonagricultural goods increased more
than in the third quarter. Much of the step-up
in nonagricultural exports was accounted for by
an acceleration in nonautomotive capital goods,
which reflected an upturn in exports of civilian
aircraft; in contrast, computers, peripherals, and
parts turned down, and “other” nonautomotive
and noncomputer goods increased less than in
the third quarter.” The step-up in nonagricultural
exports also reflected upturns in automotive ve-
hicles, engines, and parts and in consumer goods
except automotive and an acceleration in foods,

7. Exports and imports of nonautomotive capital goods include both
parts and equipment. However, parts are not included either in the pro-
ducers’ durable equipment component of business fixed investment or in the

equipment component of government investment.

Table 4.—Real Change in Business Inventories
[Billions of chained (1992) dollars; seasonally adjusted at annual rates]

Level Change from preceding quarter
1996 1997 1997
v | Il I v | Il 1l %
Change in buSINeSS INVENLOTIES .....c.cuueeieeiieeneieieieessere e nseesssesenes 329 63.7 77.6 475 74.0 30.8 139 -30.1 26.5
FAMN s 6.4 53 75 9.5 9.8 -11 22 20 3
Nonfarm 26.5 58.3 70.1 38.3 64.4 318 118| -31.8 26.1
Manufacturing . 123 20.9 29.0 14.8 223 8.6 81| -142 75
Wholesale trade 94 229 24.6 14.9 19.8 135 17 -9.7 49
Retail trade ..... 9 .6 7.7 2.8 16.5 -3 7.1 -4.9 13.7
Of which: Motor vehicle dealers . -4.7 -2.5 -3.7 -6 9.5 22 -12 31 10.1
ONBI oo 39 137 8.9 5.7 5.9 9.8 -4.8 -32 2

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are in NIPA table 5.11.

Table 5.—Real Exports and Imports of Goods and Services
[Seasonally adjusted at annual rates]

Billions of chained (1992) dollars Percent change from preceding

quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ' L I v
Exports of goods and SErVICES ... 996.4 216 39.8 10. 234 9.9 18.4 44 10.0

05
GOODS ..cvvvvviiiviris i 757.0 20.0 39.6 6.0 25.2 12.6 25.1 34 145
Agricultural goods ... 53.0 -4.0 -5 2.3 35 -27.6 -4.2 20.6 31.6
Nonagricultural goods 707.4 256 412 33 21.3 17.7 28.2 19 13.0

42

8.0

SeIVICeS ...cvovvrnen. 2445 21 1.9 -5 37 3.2 7.2 -8
Imports of go0ds and SEIVICES ... 1,154.9 42.3 50.2 38. 17.8 17.9 20.5 14.6 6.4
GOOUS ..o 988.4 338 471 34.3 15.7 16.7 22.9 15.4 6.6
Petroleum and Products ... 68.6 -18 5.9 11 -6 -10.8 445 6.3 -3.2
NONPELroleUM ProdUCTS .......cveierceiiiiiieiis s 920.1 37.0 40.6 334 16.4 20.0 211 16.2 75
SBIVICES oo s 168.0 8.4 34 4.0 22 24.2 8.9 101 5.4

-158.5| -20.7( -103| -27.5 LTCH [ IO (SO IR

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (1992)
dollar levels and residuals are found in NIPA table 4.4. Percent changes in major aggregates
are found in NIPA table 8.1.
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feeds, and beverages. Exports of services de-
creased 0.8 percent after increasing 7.2 percent,
primarily reflecting a downturn in travel and a
slowdown in “other private services,” which in-
cludes such services as educational, financial, and
telecommunications.

Real imports of goods increased 6.6 percent
after increasing 15.4 percent; imports of petro-
leum and products turned down, and imports of
nonpetroleum goods slowed considerably. Much
of the slowdown in nonpetroleum imports was
accounted for by a slowdown in nonautomo-
tive capital goods, particularly in computers and
parts, and by a downturn in automotive vehicles,
engines, and parts. Imports of services increased
5.4 percent after increasing 10.1 percent; the slow-
down was primarily accounted for by downturns
in “other private services,” which includes such
services as telecommunications and financial, and
in direct defense expenditures.

Government spending

Real government consumption expenditures and
gross investment increased o.4 percent in the
fourth quarter after increasing 1.1 percent in the
third (table 6). Federal Government spending
decreased more in the fourth quarter than in the
third, and State and local government spending
increased less than in the third.

Federal nondefense spending decreased 8.6 per-
cent after decreasing 5.7 percent. Consumption
expenditures decreased more than in the third
quarter, primarily reflecting a larger fourth-
quarter decrease in employee compensation. In-
vestment spending also decreased more than in
the third quarter, reflecting a downturn in spend-

inx for structures. The fourth-quarter decrease
was the result of the Elk Hills transaction (see
footnote 4).

Federal defense spending increased 1.3 per-
cent after increasing 1.2 percent. Consumption
expenditures increased after decreasing; the up-
swing was mostly accounted for by expenditures
for durable goods, largely aircraft parts. In-
vestment spending increased less than in the
third quarter; the slowdown was attributable to
spending for equipment.

State and local government spending increased
1.8 percent after increasing 2.3 percent. Con-
sumption expenditures increased less than in the
third quarter, and investment spending decreased
slightly after increasing, reflecting spending for
structures, which decreased after no change, and
spending on equipment, which decelerated.

Revisions

As noted earlier, the preliminary estimate of a 3.9-
percent increase in real goe in the fourth quarter
iS 0.4 percentage point lower than the advance
estimate (table 7); for 1976—97, the average revi-
sion, without regard to sign, was o.5 percentage
point from the advance estimate to the prelim-
inary estimate. The downward revision to Gpp
in the fourth quarter reflected downward revi-
sions to net exports of goods and services and to
consumer spending. These revisions were partly
offset by a large upward revision to inventory
investment.

The downward revision to net exports reflected
the incorporation of newly available Census Bu-
reau data for exports and imports of goods for
December. The December data for exports was

Table 6.—Real Government Consumption Expenditures and Real Gross Investment by Type
[Seasonally adjusted at annual rates]

Billions of chained (1992) dollars Percent change from preceding
quarter
Level Change from preceding quarter
1997
1997 1997
v | I i v ' L I v
Government consumption expenditures and gross investment ................ 1,274.7 -13 9.6 33 13 -0.4 31 11 0.4
456.4 -6.8 73 -1.3 -2.4 -5.8 6.6 -11 -2.1
National defense .............. 3113 -9.7 5.5 9 1.0 -11.8 75 12 13
Consumption expenditures 274.2 -4.1 36 -3 6 -5.8 54 -4 9
Gross investment 371 -5.7 19 13 4 -46.9 253 153 4.4
Nondefense 1448 2.8 17 2.2 -3.2 8.0 49 -5.7 -8.6
Consumption expenditur 126.6 2.6 5 -4 -1.2 8.5 17 -15 =37
Gross investment ... 17.9 2 14 -1.9 -24 40 298| -311| -39.7
State and local 818.3 5.4 24 4.6 3.6 2.7 12 23 18
Consumption expenditures 672.5 33 32 43 3.9 2.0 19 2.6 2.3
Gross investment 145.8 21 -8 3 -3 6.0 -2.4 9 -1

NOTE.—See note to table 1 for an explanation of chained (1992) dollar series. Chained (199:

2)

dollar levels and residuals are found in NIPA table 3.8B. Percent changes in major aggregates

are in NIPA table 8.1.
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in line with the assumption that was used for
the advance estimates, but the increase in the
December data for imports—the largest increase
since March 1993—was much larger than BeA’s
assumption.

The downward revision to government spend-
ing largely reflected the Elk Hills transaction.

The downward revision to consumer spending
was more than accounted for by goods and re-
flected the incorporation of revised retail sales
data for November and December.

The upward revision to inventory investment
mainly reflected the incorporation of revised and
newly available Census Bureau inventory data. In
addition, the upward revision also reflected two
other revisions: A special adjustment to remove
the effects of a large, one-time “write-down” in
the inventories of an aircraft manufacturer, and
a revision to the inventory valuation adjustment
to reflect the incorporation of newly available
data for November on the refiners’ acquisition
price of petroleum and the incorporation of re-
vised producer price indexes for September and
newly available indexes for January that are used
in calculating yearend inventory values.

The small downward revision to private non-
residential structures was accounted for by a
downward revision to purchases of new struc-
tures that more than offset the upward revision
due to the Elk Hills transaction. The downward
revision to purchases of new structures reflected
the incorporation of revised data for October and
November and newly available data for December
on the value of construction put in place.

The preliminary estimates of the increases in
the price indexes for gross domestic purchases
and for gpp were each 1.4 percent; each was o.1
percentage point lower than the advance estimate.

The preliminary estimate of real disposable
personal income increased 4.5 percent, o.2 per-
centage point lower than the advance estimate;
current-dollar personal income was revised down
slightly, and personal tax and nontax payments
were revised up. The preliminary estimate of

March 1998 o 7

the personal saving rate—personal savings as a
percentage of current-dollar disposable personal
income—was 3.8 percent, o.1 percentage point
lower than the advance estimate. [.ef

Table 7.—Revisions to Real Gross Domestic Product and Prices,
Fourth Quarter 1997

[Seasonally adjusted at annual rates]

Percent change from | Preliminary estimate
preceding quarter minus advance
estimate
Advance | PTEIMi | percent. BiIﬂ]ions é)f
estimate nary age cnain
estimate oints (1992)
P dollars
Gross domestic ProduCt ... 4.3 39 -0.4 -7.0
Less: Exports of goods and services .. 11.3 10.0 -13 -2.9
GOOS ..o 16.0 145 -15 -24
2 -8 -1.0 -6
1.3 6.4 5.1 14.1
5 6.6 6.1 145
5.7 5.4 -3 -1
Equals: Gross domestic purchases . 31 35 A4 75
Personal consumption expenditures 32 31 -1 -15
Durable goods 2.6 17 -9 -14
Nondurable goods -4 -1.0 -6 =22
SEIVICES vvvruriermresssssiessseses st e 5.1 5.4 3 1.9
Fixed investment .. 1 0 -1 -4
Nonresidential .. -3.6 -35 1 1
Structures ... 2.7 -4.3 -1.6 -8
Producers’ durable equipment . -39 -33 .6 12
RESIAENLIAL ... 104 9.7 -7 -4
Change in buSINESS INVENONES .........cvevvverreeriineierireniiniiens | cvveeinneiens | e | evveesnninns 14.1
..... 147
................ -7
1.6 4 . -3.8
Federal N -2.1 -2.8 =31
National defense ... 29 13 -16 -13
Nondefense ...... -3.8 -8.6 -4.8 -1.8
State and 10CAI ... 2.1 18 -3 -7
Addenda:
Final sales of domestic product 3.6 25 -11
Gross domestic purchases price ind 15 14 -1
GDP price index® ......ccccvveemererneins 15 14 -1

1. Based on chained-type annual (1992) weights.

NoTe.—The preliminary estimates for the fourth quarter of 1997 incorporate the following revised or additional major source data
that were not available when the advance estimates were prepared.

Personal consumption expenditures: Revised retail sales for November and December, consumers’ share of new-car purchases
for December, revised average unit value for domestic new autos for October through December, consumers’ share of new-truck
purchases for December, and residential electricity usage for October.

Nonresidential fixed investment: Construction put in place for October and November (revised) and December, manufacturers’ ship-
ments of machinery and equipment for November and December (revised), and exports and imports of machinery and equipment
for November (revised) and December.

Residential fixed investment: Construction put in place for October and November (revised) and December.

Change in business inventories: Manufacturing, retail trade, and wholesale trade inventories for November (revised) and December.

Exports and imports of goods and services: Exports and imports of goods for November (revised) and December.

Government consumption expenditures and gross investment: Monthly Treasury Statement detailed data for December, Department
of Defense detailed financial reports for the quarter, State and local government construction put in place for October and November
(revised) and December.

Wages and salaries: Employment, average hourly eamings, and average weekly hours for November and December (revised).

GDP prices: Detailed merchandise export and import price indexes for October through December (revised), values and quantities
of petroleum imports for November (revised) and December, and housing prices for the fourth quarter.
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Federal Budget Estimates, Fiscal Year 1999

By Kurt S. Bersani and Ann M. Groszkiewicz

T HE FEDERAL Budget of the United States Gov-
ernment for fiscal year 1999 that was released
by the President shows a s9.5 billion surplus, a
turnaround from a s10.0 billion deficit in fiscal
year 1998." The fiscal year 1999 surplus reflects the
administration’s proposed legislation and pro-
gram changes, the economic assumptions used in
making the budget projections, and the laws that
have already been enacted.”

This article summarizes the proposed legisla-
tion and program changes in the administration’s
budget and the budget estimates. It then presents
the budget receipts and outlays in the framework
of the national income and product accounts,
which are designed to show the composition of
production and the distribution of the incomes
earned in production. This framework, which
differs in concept and timing from the budget,
provides a means of gauging the effects of the
Federal budget on aggregate measures of U.S.
economic activity.

Proposed legislation and program changes

The fiscal year 1999 budget presents proposed
legislation that increases receipts by $12.9 billion
(table 1). The largest proposal is a tobacco in-
dustry settlement that would add $9.8 billion to
receipts. Proposals to increase receipts both from
insurance companies and from corporate-owned
life insurance policy holders who borrow against
their policies would total $2.3 billion: A pro-
posed modification of the existing tax rules for
life insurance annuity contracts would amount
to $1.8 billion, and a proposal to repeal certain
tax deductions of interest on corporate-owned
life insurance policy loans would amount to $o.4

1. Estimates of the Budget of the United States Government are presented
on a fiscal year basis. See Executive Office of the President, Office of Man-
agement and Budget, Budget of the United States Government, Fiscal Year 1999
(Washington, pc: U.S. Government Printing Office, 1998).

2. Estimates of the administration’s proposed legislation and program
changes are derived by Bea as the difference between the “current-services”
estimates included in the budget and the total budget. The current-services
estimates, which are based on the economic assumptions underlying the
budget, are designed to show what Federal receipts and outlays would be if
no changes are made to the laws that are already enacted. In concept, these
estimates are neither recommended amounts nor forecasts; they form a base-
line with which administration or congressional proposals can be analyzed.

billion. A proposed extension of corporate en-
vironmental and excise taxes for the Hazardous
Substance Superfund Trust Fund would add $1.8
billion.

Table 1.—Relation of Current-Services Estimates to the
Budget

[Billions of dollars]

Fiscal year
1998 1999
Receipts
CUrrent-Services eSMALES ........cocoeevvvreerecereeieeeeeeseeseieeens 1,657.9| 1,729.8
Plus: Proposed IgisIation ... -1 12.9
Research and experimentation tax credit .................... -4 -8
International trade Provisions ... | wovvevnsiiinns -6
Energy efficiency and the environmel 0 -4
Education incentives 0 -4
Child CArE ..o | e, -3
Other 2 -7
Subtotal: Tax relief (including offsets) ... -5 -3.2
Tobacco settlement 1egiSIation ... 9.8
Reserve rules for life insurance annuity contracts ... 18
Reinstate environmental tax imposed on corporate
INCOME ..o eniins | eevireieniens 11
Reinstate Superfund excise taxes 1 7
Replace sales-source rules with activity-based rules ... | .............. 6
Preclude premature claiming of losses from
TECEIVADIES ..o | i 4
Corporate-owned life insurance rules ... 3 4
Repeal lower-of-cost-or-market inventory accounting
method 0 4
(0]1)1=T SRR 1 9
Subtotal: Other provisions that affect receipts ......... A4 16.2
Equals: The DUAGEL .......ccovvvvviiricseeeins 16579 17427
Outlays
CUITeNt-Services eStMALES .......c...cvvvieriirinrsiisiisiisnnins 1667.8| 1,7324
Plus: Program ChanGges ... 0 8
National defense 0 -4.4
Income security 1 13
Net interest .. 0 -3
Medicare 0 -2
Education, training, employment, and social services -2 -2
Veterans benefits and SEIVices ... 0 -1.0
Transportation ............c....... 0 -3
Administration of justice ........... 0 8
Natural resources and environment .. 0 -5
General government ........... 0 3.6
Agriculture ........ 0 -4
Commerce and 0 -4
AlIOWANCES L oo sessssessssssssssnenns. | seveesessenneens 33
Other 1 -5
Equals: The BUAGEL ..o 1,667.8| 1,733.2
Current-services surplus or defiCit (=) ..o.oervvvervrreeneiierineens -9.9 -2.6
Proposed changes, receipts less outlays .. -1 12.1
Administration budget surplus or deficit (=) .......ccovverirninns -10.0 9.5

1. Allowances include funding for emergencies, such as natural disasters, for unforeseen de-
fense and nondefense costs, and for unanticipated nonemergency expenses of the year 2000
conversion.

Source: The Budget of the United States Government, Fiscal Year 1999.
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Proposed legislation that would reduce receipts
consists of various tax credits and other tax
changes. A proposal to extend a tax credit for cer-
tain research and experimentation expenditures
through June 30, 1999, would reduce receipts by
$0.8 billion. A proposal to modify international
trade provisions would reduce receipts by an ad-
ditional so.6 billion. More than 9o percent of
this reduction would come from extending to
September 30, 2001, the provisions in the Gen-
eral System of Preferences (gsp) that eliminate
duty on certain goods from eligible developing
countries. In addition, the following proposals,
none of which total more than so.4 billion, would
reduce receipts: Tax credits to businesses for pur-
chasing energy-efficient equipment, tax credits
for certain education initiatives, and increased tax
credits for child care.

The budget proposes program changes that
would increase total outlays by a net $0.8 billion
in fiscal year 1999. Among the program changes
that would increase outlays, the largest is for
general government, which would be augmented
by $3.6 billion.> Much of this increase would
fund Internal Revenue Service improvements in
customer service, electronic data collection, and
communication.

A proposed $3.3 billion increase in allowances
would be used for emergencies—such as nat-
ural disasters—for unexpected defense expendi-
tures, and for any unanticipated nonemergency
expenses caused by the year 2000 conversion. In-
come security would increase by s1.3 billion, the
largest portion of which is a so.5 billion proposal
to restore food stamps to legal immigrants.

The budget proposes an $o0.8 billion increase
for the administration of justice. Programs to
reduce violent crime and to control and prevent
juvenile crime would each receive $o.3 billion in
additional funding. Proposals to increase the
number of border patrol agents and to improve
wireless communication would increase funding
for each by so.1 billion.

The largest proposed decreases in outlays are
$4.4 billion for national defense and s1.0 billion
for veterans benefits and services. The reduc-
tion in national defense spending would result
primarily from the increased privatization and
outsourcing of support functions, which would
reduce the number of personnel associated with
support activities and infrastructure. Most of the
decrease in veterans benefits and services would

3. General government includes such activities as tax collection; adminis-
tration of the public debt; and personnel, general property, and administrative
management.

result from a proposal to reinstate restrictions on
tobacco-related disability-compensation benefits.
These benefits would be reduced by so.7 billion as
a result of reinstituting a policy that restricts ben-
efits for veterans for tobacco-related disabilities
that originated from tobacco use during military
service. The remainder of the decrease in out-
lays is accounted for by other proposals, none of
which amount to more than so.5 billion.

The budget estimates

In the budget, receipts in fiscal year 1999 are pro-
jected to increase $84.9 billion, or 5.1 percent, to
$1,742.7 billion (table 2). Receipts in 1998 are pro-
jected to be $1,657.9 billion, up 5.0 percent from
1997. The projected increase in 1999 is mostly ac-
counted for by increases in social insurance taxes
and contributions, individual income taxes, and
excise taxes. Projected increases in receipts from
social insurance taxes and contributions and from
individual income taxes are based on administra-
tion assumptions that incomes will increase as a
result of real economic growth and inflation. A
projected increase in excise tax receipts is based
on administration assumptions of increased eco-
nomic activity in 1999 after a slowdown in 1998
and on higher aviation taxes as a result of the Tax
Reform Act of 1997. Miscellaneous receipts are
projected to increase $13.2 billion, $9.8 billion of
which is accounted for by the proposed tobacco
industry settlement.

Total budget outlays in fiscal year 1999 are pro-
jected to increase $65.4 billion, or 3.9 percent, to
$1,733.2 billion (table 3). Outlays in 1998 are pro-
jected to be $1,667.8 billion, up 4.2 percent from
1997. The projected increase in 1999 is mostly
accounted for by increases in four areas:

e Social security—An increase of si4.7 bil-
lion is accounted for by a si4.7 billion
increase from current-services outlays that
mainly reflects the cost-of-living adjustments

Table 2.—Budget Receipts by Source

[Billions of dollars]

March 1998

9

Level for fiscal year Change from preceding
fiscal year
1996 1997 1998 1999 1997 1098 1999

Budget receipts ..., 1,453.0( 1,579.3| 1,657.9| 1,742.7 126.3 78.6 84.9

Individual income taxes .........c..ccoeeveen. 656.4| 7375| 767.8| 7915 81.1 30.3 237

Corporation incOme taxes ... 171.8 182.3 190.8 198.0 105 85 7.1
Social insurance taxes an

CONMNIBULONS ..o 509.4| 539.4| 571.4| 5959 30.0 320 245

EXCISE taXES ...vvvevrrveeiiiinieresieis 54.0 56.9 55.5 72.0 29 -14 16.5

Estate and gift taxes ... 17.2 19.8 20.4 20.5 2.6 6 1

CUStOMS dULIES ....oovevvverrvierriicriir 18.7 17.9 18.4 18.2 -8 4 -2

Miscellaneous receipts ..., 255 255 335 46.7 0 8.1 13.2

Source: The Budget of the United States Government, Fiscal Year 1999.
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and assumptions about inflation and about
the number of beneficiaries in these pro-
grams. Most of the increase in social security
is accounted for by old-age and survivors
insurance benefits (s12.1 billion).

« Income security—An increase of $13.5 billion
is accounted for by an increase of $12.3 bil-
lion in current-services outlays and of $1.3
billion in program changes. The increase is
distributed over a variety of programs, in-
cluding unemployment compensation, Fed-
eral employee retirement and disability, child
care entitlement to States, and food stamps.

o Health—An increase of s9.7 billion is ac-
counted for by a $9.8 billion increase in
current-services outlays. Most of the increase
is accounted for by an increase of $6.9 billion
for medicaid, reflecting assumptions about
inflation and the number of beneficiaries in
this program. The remaining increases are
primarily accounted for by an increase in the
Children’s Health Insurance Program (s1.5
billion) to provide insurance for currently
uninsured children and by an increase for the
National Institutes of Health (s1.0 billion) for
biomedical research.

o Medicare—An increase of $9.1 billion is more
than accounted for by a $9.4 billion increase
in current-services outlays. The increase is
based on the assumptions about inflation
and the about number of beneficiaries in this
program.

Table 3.—Budget Outlays by Function

[Billions of dollars]

Level for fiscal year Change from preceding

fiscal year

1996 1997 1998 1999 1997 | 1998 | 1999

Budget outlays .

Social security .....
National defense .
Income security ...
Net interest ...
Medicare ...

Education, training, empl

social services
Veterans benefits and
Transportation ..........

Administration of justice ...

General government .....
International affairs ..
Agriculture

Community and regional development
Commerce and housing credit

Allowances
Energy .......

a)'fment, and

1,601.2| 1,667.8| 1,733.2 40.7| 66.6| 654

349.7( 3653 3815| 396.2 156 16.2 14.7
265.7| 2705| 264.1| 2655 47| 64 14
226.0| 2309| 239.3| 2528 49 85| 135
2411 2440| 2427 2418 29| -13 -9
. 174.2 190.0| 1981 207.3 158 8.1 9.1
..................... 119.4| 1238| 131.8| 1415 45 7.9 9.7

52.0 53.0 55.1 59.5 1.0 21 44
37.0 39.3 431 433 23 38 2
39.6 40.8 415 42.3 12 8 7
. 175 20.2 22.3 25.5 26 21 33
Natural resources and environment ........... 216 214 23.8 23.2 -2 25 -6
General science, space, and technology 16.7 17.2 17.1 17.6 5 -1 5
.......................... 119 12.8 12.9 17.2 9 1 43
135 15.2 145 14.5 17 -7 0
9.2 9.0 10.6 11.0 -1 15 4
10.7 11.0 11.8 10.9 3 8 -9
-106| -14.6 35 35 -40| 181 0
.......................................... R 1 [N I 33
2.8 15 A4 -1.0 -14| -11| -14
-376| -50.0| -46.4| -425|| -124 36 39

Undistributed

Source: The Budget of the United States Government, Fiscal Year 1999.

Relation between budget and ~n1pa estimates

BEA prepares estimates of the Federal sector in
the framework of the national income and prod-
uct accounts (nipa’s), which may be used for
such purposes as macroeconomic analyses of the
impact of changes in Federal receipts and ex-
penditures on gross domestic product and its
components. Bea makes adjustments to the
budget estimates to bring them into line with
Nipa concepts and definitions.* One major con-
ceptual difference is the treatment of government
investment; in the nipa’s, the treatment of gov-
ernment investment in fixed assets and the cost
of using these assets is symmetrical with the
treatment of fixed investment in the private sec-
tor. Transfers of nonproduced assets, such as the
sale of land, are excluded from the w~tpa’s be-
cause they do not affect current production. The
N1PA’S also exclude transactions with Puerto Rico

4. For a detailed discussion of the reconciliation, see Government Trans-
actions, Methodology Paper No. 5 (November 1988). (This paper is available
from the National Technical Information Service, accession no. ps 90118480,
and at Bea’s Web site, <http://www.bea.doc.gov>.)

In addition, as part of the comprehensive nipa revision released in Jan-
uary 1996, several changes were made to the definitions and classifications
used to measure the Federal sector. For a discussion of these changes, see
“Preview of the Comprehensive Revision of the National Income and Product
Accounts: Recognition of Government Investment and Incorporation of a
New Methodology for Calculating Depreciation,” Survey or CURRENT Busi-
NESS 75 (September 1995): 33—41; and “Improved Estimates of the National
Income and Product Accounts for 1959—9s5: Results of the Comprehensive
Revision,” Survey 76 (January/February 1996): 1-31.

Table 4.—Relation of Federal Government Receipts in the
NIPA’s to the Budget

[Billions of dollars]

Fiscal year

1997 1998 1999

Budget reCeIPLS ... 1,579.3| 1,657.9| 1,742.7

Less: Coverage differences?® .........oocvveveernecrernns 26 27 2.8

Plus: Netting and grossing differences:
Contributions to government employee
retirement funds ... 714 72.2 73.8
Taxes received from the rest of the

=27 2.7 -2.8
36.5 325 33.1

Timing differences:

Corporate iNCOME aX ....c..verevvereereeeinenns 9.1 6.7 4.2
Federal and State unemployment
INSUTANCE taXES .....cvvrrverirriieriiniis -4 0 -3

Withheld personal income tax and social
security contributions .. .

6.9 -1.8 -14
6.1

Excise taxes ......... . 5 -85

OtheT .o 0 0 0
MiSCEllaNEOUS 4 .......ouvvreicereieieeieeiees -26 -2.3 -4.2
Equals: Federal Government receipts, NIPA’s ... | 1,695.5| 1,765.9| 1,833.9

1. Consists largely of the Federal Communication Commission Universal Service Fund re-
ceipts and contributions for social insurance by residents of U.S. territories and Puerto Rico.

2. Taxes received from the rest of the world are included in the budget and netted against
expenditures (transfer payments) in the NIPA's.

3. Consists largely of proprietary receipts that are netted against outlays in the budget and
classified as receipts in the NIPA's.

4. Consists largely of Treasury receipts from sales of foreign currencies to Government agen-
cies.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.

NIPA National income and product accounts
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and the U.S. Territories, whose residents by nipa
definition are not U.S. residents, and transac-
tions of the Federal Communication Commission
Universal Service Fund, which pass through a
nonprofit institution that is regulated by the
Federal Communication Commission.

N1pa receipts differ from budget receipts be-
cause of differences in coverage, in netting and
grossing (which provide additional information
on items that are recorded on a net basis in
the budget), and in timing (table 4). For most
years, the difference between nipa receipts and
budget receipts primarily reflects contributions
to government employee retirement funds and
proprietary receipts. In the budget, the contribu-
tions are included in outlays both as expenditures
and as offsetting receipts and thus net to zero;
in the n~tpa’s, they are recorded as receipts in

Table 5.—Relation of Federal Government Current
Expenditures in the NIPA’s to the Budget

[Billions of dollars]

Fiscal year

1997 1998 1999

Budget OULIAYS ...ccvrieiieeeie s 1,601.2| 1,667.8| 1,733.2
Less: Coverage differences:
GEO0graphiC L .....cvveervernerirrerinsieeseenens 9.5 9.9 10.3
Financing disbursements from credit
programs -134 -18.3 -155
Other? ........... 15 33 7.0

Financial transactions:
Net [eNdiNg .....ovvrevvverereeees 5.6 20.9 14.8
Deposit insurance . -10.4 -3.8 -34
Other -5 -29 -13

Net purchases of nonproduced assets:
Outer continental shelf
Other

-4 -6 -3
-9.9 -3.8 -2.3

Plus: Netting and grossing differences:
Contributions to government employee

retirement funds ... 71.4 72.2 738
Taxes received from the rest of the
WO 3 oo 2.7 =2.7 -2.8
OthEr# oo 36.5 325 331
Consumption of fixed capital ... 714 71.8 72.3

Timing differences:
National defense consumption

EXPENAILUTES ..o -3 -5 11
OthET v 18 .6 N
MiSCEllANEOUS  .......covvvvirierreesres 1 1 1

Equals: Federal Government current
expenditures and gross investment, NIPA's ... | 1,797.4| 1,836.8| 1,902.3
Less: Gross iNVestMent® .........ccc.coevemnrveneriinnnens 61.2 58.3 58.5

Equals: Federal Government current
expenditures, NIPA'S ...

1,736.2| 1,7785| 1,843.8

1. Consists largely of transfer payments, subsidies, and grants-in-aid to residents of U.S. terri-
tories and Puerto Rico.

2. Consists of agencies not in the budget and the Federal Communication Commission Uni-
versal Service Fund payments. Also includes net purchases of silver and minor coin metal.

3. Taxes received from the rest of the world are included in the budget and netted against
expenditures (transfer payments) in the NIPA's.

4. Consists largely of proprietary receipts that are netted against outlays in the budget a clas-
sified as receipts in the NIPA's.

5. Consists largely of net expenditures of foreign currencies.

6. Gross investment consists of general government and government enterprise expenditures
for fixed assets; inventory investment is included in Federal Government consumption expendi-
tures.

Sources: The Budget of the United States Government, Fiscal 1999 and the Bureau of Eco-
nomic Analysis.

NIPA National income and product accounts

order to provide separate detail on government
retirement funds. In the budget, some propri-
etary receipts are netted against outlays, but in
the n1pa’s, they are treated as receipts. For 1999,
N1pa receipts would exceed budget receipts by
$91.2 billion; contributions to government em-
ployee retirement funds would be $73.8 billion,
and proprietary receipts would be $33.1 billion.
NIpA current expenditures differ from budget
outlays because of differences in coverage, in net-
ting and grossing, and in timing. They also
differ because of the nipa treatment of govern-
ment investment in fixed assets and because of
the exclusion of financial transactions, such as
loans, and the exclusion of sales of nonproduced
assets (table 5).> For most years, the difference
between the ~n1pa and budget estimates primar-
ily reflects the netting and grossing differences
and the treatment of government investment.
NIPA Current expenditures includes the consump-
tion of fixed capital, which is not recognized in

5. Most of the proceeds of the sale of the naval petroleum reserve in
Elk Hills, California, was classified as the sale of a nonproduced asset and
was excluded from the ~ipa’s. For more information on this sale, see the
“Business Situation” in this issue.

Table 6.—Relation of National Defense Consumption Ex-
penditures and Gross Investment in the NIPA's to Na-
tional Defense Outlays in the Budget

[Billions of dollars]

Fiscal year

1997 | 1998 | 1999

National defense outlays in the budget 270.5| 264.1| 2655
Department of Defense, military ......... .. | 2583 2514 2527
Military personnel ...........ccc.... 69.7) 69.7 70.5
Operation and maintenance 88.8| 927 918
Procurement ................. 47.71 437 455
Aircraft ...

Weapons 35 3.0 2.8
Ammunitio 12 11 12
Other ....... 176| 162 17.0
Research, development, test and evaluation . 37.0 35.8 35.9
OHNEE oo eees 15.1 95 8.9
Atomic energy and other defense-related activities ....... 12.2 12.7 12.8

Plus: Military assistance purchases
Additional payments to military and ci
retirement funds .........
Consumption of general government fix

. 2.1
pital 571| 567| 563

Less: Grants-in-aid to State and local governments and

Net iNterest PAId. ........cocvveerrvereerereeiseeeeeenes 2.7 28 3.0
Timing difference .. -3 -5 11
Other differences ... -5 -9 -10

Equals: National defense consumption

expenditures and gross investment, NIPA's ......... 3474 3411| 3411
Less: National defense gross investment?® ................... 399| 363| 354
Equals: National defense consumption

expenditures, NIPA'S ... 307.5| 304.7| 305.7

1. Gross investment consists of general government and government enterprise expenditures
for fixed assets; inventory investment is included in Federal Government consumption expendi-
tures.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.



12 e March 1998

SURVEY OF CURRENT BUSINESS

the budget, and it excludes government invest-
ment in fixed assets, which is included in budget
outlays. For 1999, nNi1pa current expenditures
would exceed budget outlays by s110.6 billion;
contributions to government employee retire-
ment funds would be $73.8 billion, proprietary
receipts would be $33.1 billion, and the consump-
tion of fixed capital would exceed investment by
$14.3 billion.

In the n1PA framework, budget outlays for na-
tional defense are included in both consumption
expenditures and gross investment. These outlays
differ from the ~1pa estimates for four principal
reasons (table 6).  First, some defense out-
lays, primarily disbursements for foreign military
sales, are treated as exports in the n1pa’s. Second,
N1pA expenditures are recorded on a delivery ba-
sis, and budget outlays are recorded on a cash
basis; thus, in the ~ipa’s, all work-in-progress
except shipbuilding is included in the change-in-
business-inventories component of gross domes-
tic product. Third, in defense outlays, the cost
of the military retirement program is measured
as the cash payment from the military personnel
appropriation account to the military retirement
trust fund. In the ~ipa’s, a payment is added
to amortize the unfunded liability for military
retirement benefits earned by military person-
nel for service before 1985, and a payment is
also added to amortize the unfunded liability
for civilian retirement benefits; these payments
are recorded in the budget as intergovernmental

Table 7.—Relation of Administration Budget and NIPA Esti-
mates of Federal Government Receipts and Current Ex-
penditures

[Billions of dollars]

Level for fiscal year Change from
preceding fiscal

Actual Estimates year

1997 | 1998 | 1999 1998 | 1999

Administration budget:

Receipts .. .. |1,579.3]|1,657.9|1,742.7 786| 84.8
Outlays ... .11,601.2|1,667.8)|1,733.2 66.6| 654
Surplus -219| -10.0 9.5 11.9 19.5
NIPA's:
RECEIPLS ovvvvvvevrreerererrcerienninns 1,695.5|1,765.91,833.9 704| 68.0
Outlays ......cooevererrinnens . [1,736.2(1,778.5(1,843.8 423 65.3
Surplus or deficit (-) -40.7| -12.6f -9.9 28.1 27

Administration budget less
NIPA’s:
RECEIPLS oo
outlays .......ccocoeeee. .
Surplus or deficit (-)

-116.2| -108.0| -91.2 8.2 16.8
-135.0| -110.7| -110.6 24.3 1
18.8 2.6 19411 -16.2 16.8

1. The NIPA current surplus or deficit reflects the treatment of government investment which
was introduced in January 1996. Current expenditures now include (1) consumption of fixed cap-
ital or general government in consumption expenditures, and (2) consumption of fixed capital
for for government enterprises as an expense in the calculation of the current surplus of govern-
ment enterprises. Gross investment in fixed assets by general government enterprises is no
longer classified as a current-account expenditure in the year the asset is purchased but is clas-
sified, instead, as an expenditure over the service life of the asset.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.

NIPA National income and product accounts

transactions. Fourth, the n1pa measure includes
general government consumption of fixed capital.

The differences between the budget and ~ipra
estimates of receipts, of outlays, and of the cur-
rent surplus or deficit are summarized in table 7.
Unlike the budget, which would record a sur-
plus in 1999, the ni1pa’s would record a deficit
primarily because of the difference in the treat-
ment of government investment in fixed assets;
the consumption of fixed capital that is included
in the N1pA’s is greater than the investment that
is excluded.

Fiscal year 1999 nN1pa estimates

In the ~1pa framework, the current deficit in
fiscal year 1999 would decrease s$2.7 billion, to
$9.9 billion, after decreasing $28.1 billion in fis-
cal year 1998 (chart1). This slowdown is due
to an acceleration in current expenditures and
a deceleration in receipts. The acceleration in
current expenditures is due to accelerations in
grants-in-aid to State and local governments,
transfer payments, and consumption expendi-
tures. The deceleration in receipts is attributable
to a deceleration in corporate profits tax accruals.

In the ~tea framework, Federal current ex-
penditures would increase $65.3 billion in fiscal
year 1999 t0o $1,843.8 billion (chart 2). Transfer
payments would increase $36.1 billion—s14.5 bil-
lion for social security and s10.0 billion for medi-
care (table 8). Grants-in-aid to State and local
governments would increase $23.4 billion—s6.7
billion for medicaid, $s.3 billion for health care,
and s6.9 for other grants programs. Nondefense

CHART 1
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billion.

consumption expenditures would increase $8.0

In the ~ntpa framework, Federal receipts would

increase $68.0 billion in fiscal year 1999 to $1,883.9

NIPA Framework
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Table 8.—Sources of Change in Federal Government
Current Expenditures, NIPA Framework

[Billions of dollars]

Change from preceding

fiscal year
1997 | 1998 | 1999
Total current eXpenditures ... 64.0| 423| 653
Consumption expenditures 154 2.1 9.0
National defense ............... 94| -28 1.0
Pay raise and locality pay?* .. 21 31
Other ......ccceeee. -49( -21
Nondefense 49 8.0
Pay raise and 13 2.1
OHhEr s 36 5.9
Transfer payments ... X 288 36.1
Social security ...... X 15.5 145
Medicare ......... 16.4 7.9 10.0
Supplemental security income .. 14 8 A4
Federal employee retirement ... 58 28 29
Earned income and child care credits . 2.8 4 2.7
Veterans benefits ......... 12 8 14
Unemployment benefits -2.8 4 2.7
ONET et -4.2 2 15
Grants-in-aid to State and local governments ........... 47| 156| 234
Medicaid ......... ce 36 54 6.7
Education .. 0 0 35
Highways .. 1.0 12 6
Health Care ... -15 15 53
Food and nutrition 7 11 4
Other ....coocevevne. 1.0 6.4 6.9
Net interest PaId ........occeeverrvrereirriireeerenieis 80| -32| -17
Subsidies less current surplus of government
ENterprises ... e 51 -10f -15
Agriculture subsidies -2.1 12 -8
Housing subsidies . .6 0 -4
Other subsidies . 32 -3 -7
Less: Current surplus of government enterprises:
Postal Service surplus . 1.0 7 -3
Other surplus of government enterprises .......... 2 12 -1

1. Consists of pay raises and locality pay beginning in January 1998.
Source: Bureau of Economic Analysis.

Federal Government Receipts,

NIPA Framework

Billion $

900
800
760 Personal Tax and Nontax Recelpls\
600
500
400
300
200

100

0 \ | |

~*— Contributions for Social Insurance

~ Indirect Bﬂsaess Tax and Nontax Accruals /
| | | | |

Corporate Profits Tax Accruals\

1989 90 91 92 93 94 95 96 97 98"

Fiscal Years
*Estimates by BEA
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billion (chart 3): $575 billion of the increase is
due to a higher tax base, and s10.5 billion is due
to proposed legislation (table 9). The increase
in total receipts reflects increases in contribu-
tions for social insurance (s30.3 billion), per-
sonal taxes ($22.7 billion), indirect business taxes

CHART 3

Table 9.—Sources of Change in Federal Government
Receipts, NIPA Framework

[Billions of dollars]

Change from preceding

fiscal year

1997 1998 1999
Total receipts 143.6 704 68.0
Due to tax bases 143.6 70.6 575
Due to proposed legislation 0 -1 10.5
Personal tax and nontax receipts ... 88.8 27.8 22.7
Due to tax bases ............. 88.8 27.9 23.9
Due to proposed legislation 0 -1 -1.2
Corporate profits tax accruals ... 13.6 14.8 31
Due to tax bases ... 13.6 14.9 14
Due to proposed leg 0 -1 17
Indirect business tax and nontax accruals ........... 4.6 -1 11.9
Due to tax bases ............. . 4.6 -2 19
Due to proposed legislation 0 1 10.0
Contributions for social insurance .. 36.7 28.0 30.3
Due to tax bases ............. 36.7 28.0 303

Due to proposed legislation 0 0 0

Sources: The Budget of the United States Government, Fiscal Year 1999, and the Bureau

of Economic Analysis.

March 1998
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(s11.9 billion), and corporate profits tax accru-
als (3.1 billion). The increase in contributions
for social insurance reflects higher contributions
for the old-age, survivors, disability, and hospi-
tal insurance programs. The increase in personal
taxes reflects higher withheld income taxes, and
the increase in indirect business taxes reflects the
proposed tobacco settlement.

Quiarterly pattern.—Seasonally adjusted quarterly
estimates of nipa receipts and current expendi-
tures that are consistent with the budget estimates
of receipts and outlays for the fiscal year are
shown in table 10. The n1pA estimates of receipts
reflect the quarterly pattern that results from the
enacted and proposed legislation and from the
administration’s projected quarterly pattern of
wages and profits. The ~ntpa estimates of current
expenditures reflect the quarterly pattern that re-
sults from the enacted and proposed legislation
that would adjust pay for Federal Government

employees and provide cost-of-living increases in
social security.

In the ~ipa framework, the current deficit
trends downward from the first quarter of 1997
through the fourth quarter of 1997 and then
increases in the first quarter of 1998. The
first-quarter 1998 increase reflects the following:
Decreases in personal taxes, cost-of-living adjust-
ments that increase social security (2.1 percent),
and adjustments to Federal employee pay (2.8
percent).

The current deficit decreases from the second
quarter of 1998 through the fourth quarter of
1998, increases in the first quarter of 1999, and
then decreases slightly throughout the third quar-
ter of 1999. The first-quarter increase reflects
the following: Cost-of-living adjustments that in-
crease social security (2.2 percent), adjustments
to Federal employee pay (3.1 percent), and higher
grants-in-aid to State and local governments.

Table 10 follows. [.ef
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Table 10.—Federal Government Receipts and Expenditures, NIPA Framework
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year * Calendar year Quarter
Line Pub- | Esti- Published 19972 Estimated 1998 Estimated 1999
1997 | 1998 | 1999 | lished | mated
19972 | 1998 | Il Il \% | Il 1l vV | Il 1l

1 RECEIPLS oo 1,695.5(1,765.9(1,833.9/1,724.6|1,787.3
2 | Personal tax and nontax receipts 3 ... 757.3| 785.1 797.7
3 Proposed legislation . -1 -1].
4 Other 785.2 797.8
5 | Corporate profit tax accruals4 .. 220.8 221.3
6 Federal Reserve Banks 234 24.1 21.4 24.0
7 Proposed [egislation ...........cveeneennineerneneinns | vveveiens 0 2| e 0
8 (01111 S 21.0 234 239 214 24.0
9 Other corporate profit tax accruals 185.0( 197.3| 199.7| 1916 197.3
10 Proposed 1egisIation ... | v -1 14 -1
11 Other ... 185.0( 197.4( 198.3| 1916 1974

12 | Indirect business tax and nontax accruals 7 .
13 Proposed legislation
14 Other

9571 95.6| 1075 91.3| 949

15 | Contributions for social insurance 3
16 Tax on wages and salaries (FICA)
17 Proposed legislation ..

18 Base increases ...

19 January 1998 .

20 January 1999 .

21 1131T AN .

22 Tax on self-employment eamnings 304| 285| 286

23 Base increases 4 0 0 0
24 Other ......cc...... 300 285| 286 29.1
25 Supplementary medical insurance 20.0 19.5 19.6 19.8
26 Unemployment insurance .. 305 294 295 30.1
27 Federal retirement .. 68.2 67.7 67.9 67.9
28 Other ... 9.6 9.5 9.6 9.7
29 Current expenditures ... 1,800.5(1,730.8 1,746.0 [ 1,752.6 | 1,779.4

461.3| 458.0| 464.2| 464.7| 4685
314.8

30 | Consumption expenditures
31 National defense ............
32 Pay raises and locality pay
33 January 1998 .
34 January 1999 .

35 Other .......

36 Nondefense .

37 Pay raises and locality pay
38 January 1998 .

39 January 1999 .

40 Other

41 | Transfer payments (net)3 ..
42 To persons ..........
43 Social Security

44 Regular .......

45 Benefit increases

46 January 1998 .

47 January 1999 .

48 Medicare .............

49 Unemployment benefits ...

50 Federal employee retirement
51 Civilian ....

52 Military ...

53 Veterans benefits

54 Railroad retirement ...

55 Military medical insural

56 Food stamps ..........

57 Black lung benefits

58 Supplemental security income ..
59 Earned income and child care credits .
60 All Other ..o

61 To rest of the world (net)
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Table 10.—Federal Government Receipts and Expenditures, NIPA Framework—Continued
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year * Calendar year Quarter
Line Pub- | Esti- Published 19972 Estimated 1998 Estimated 1999
1997 | 1998 | 1999 | lished | mated
19972 | 1998 | Il Il \% | Il 1l vV | Il 1l

62 | Grants-in-aid to State and local governments .. 220.0| 235.6| 259.0| 224.2| 242.8| 219.6| 2225| 2242| 230.6| 2328| 2414 2459| 251.2| 259.9| 266.8| 272.8
63 Public assistance ... 112.7| 1204 1275| 112.8| 119.8| 111.2| 111.8| 110.2| 117.8| 1157 1194 1205| 123.4| 126.8| 128.7| 1305
64 Medicaid ......... 95.4| 100.8| 107.5 97.4| 101.3 94.7 96.4 96.1| 102.2 98.7| 100.7| 101.4| 104.2| 107.1| 108.5| 109.9
65 Cash benefits 147 171| 180 129| 160( 140( 126| 11.8( 132 146| 160| 166| 169| 174| 180| 185
66 Social benefits 26 24 2.0 2.5 2.5 2.5 28 24 24 24 26 25 2.3 2.3 22 21
67 Highways ... 202| 214| 220 203| 221| 194| 206| 208 203 213 224| 226| 219| 222| 226| 228
68 Education ... 171 171 20.6 17.0 18.0 15.7 16.6 18.1 175 16.5 17.7 185 194 209 214 224
69 Food and nutrition .. 14.7 15.8 16.2 15.3 16.6 14.9 15.1 154 15.7 16.3 16.6 16.8 16.6 16.5 16.8 16.7
70 Community development 6.3 7.5 7.8 6.5 7.9 6.4 6.5 6.4 6.5 8.0 8.1 7.9 7.4 7.8 8.1 8.2
71 Mass transit ... 23 2.0 1.9 4.0 2.6 4.1 35 42 4.0 32 2.9 2.1 2.1 21 21 20
72 Environmental p 2.7 25 2.7 2.6 2.7 2.9 2.7 26 23 29 26 25 2.9 2.6 28 2.7
73 Health care ..... 6.3 78| 131 7.7 9.1 6.9 8.4 7.2 8.2 8.4 8.2 84| 112| 133| 143| 153
74 All other 378 411 47.1 38.3 44.2 38.1 374 394 383 40.6 43.6 46.3 46.2 475 49.8 52.1
75 | Net intereSt Paid .......ccooveerreererrneemieenneeiseesiernns 2342 231.0| 229.3| 230.2| 229.6| 228.9| 229.8| 231.2| 231.0( 2306| 229.7| 229.0| 228.9| 228.6| 2284| 2283
76 | Subsidies less current surplus of government

enterprises .. 382| 372| 357 384| 393 384( 381| 379 390 399 403| 384| 388| 383| 381| 378
77 Subsidies ... 355| 364| 345 342| 343| 338| 343| 343 345 348 347| 341| 334| 331| 328| 326
78 Agricultural .. 7.3 8.5 7.7 7.6 8.1 74 75 75 8.0 8.3 8.4 8.1 7.7 75 7.3 7.2
79 Housing .. 249 249 245 25.6 255 25.2 25.7 259 25.7 25.6 255 254 253 252 252 251
80 33 3.0 2.3 1.0 .6 11 11 1.0 9 8 N 6 4 4 3 3
81 Less: Current surplus of gove =27 -8| -11| -42| -51| -47| -39| -36( -45| -51| -56| -42| -54| 53| -53| -51
82 Postal Service -78( -71{ -74| -86| -95| -89| -82| -80| -92| -97| -100| -86| -98| -96| -96| -95
83 Federal Housing Administration 2.9 34 38 33 37 3.2 3.2 33 34 35 3.6 37 38 3.9 4.0 4.0
84 Tennessee Valley Authority . 2.0 2.7 2.8 17 17 17 16 15 1.8 18 17 17 17 17 17 18
85 Other 3 3 -3 -5 -1.0 -6 -5 -4 -5 -1 -9 -1.1 -1.2 -1.3 -1.4 -1.4
86 | Less: Wage accruals less disbursements ................. 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
87 Current surplus or deficit (<)% oo -40.7| -12.6 -99| -27.7| -132| -555| -36.8| -10.8 -76| -219( -16.1 -9.3 -56| -225| -201| -17.2

Addenda:

88 Gross investment © 61.2 58.3 585 59.9| 567 581 618 610 589 574| 564| 558 57.1 58.7| 59.3| 588
89 National defense 39.9| 363| 354| 394| 345 370 393| 405 408 356| 344| 335/ 345| 358| 359| 355
90 Nondefense 213 22.0 231 20.6 22.2 211 22.6 20.5 18.1 219 22.0 223 226 229 233 234
91 Consumption expenditures and gross investment 518.7| 518.0| 527.1| 523.8| 517.9| 516.1| 526.1| 525.7| 527.4| 526.7| 517.9| 513.6| 513.6| 522.1| 524.0| 527.8
92 National defense .| 3474\ 3411 3411| 350.4| 3375| 3433| 350.6| 352.1| 355.6| 349.1| 3385| 3322 330.4| 3352| 3353| 3375
93 Nondefense 171.3| 176.9| 186.0( 173.4| 180.4| 172.8| 1755| 1736| 171.8| 177.6| 179.4| 181.3| 183.2| 187.0( 188.7| 190.3

1. Fiscal year estimates are the sum of quarterly values not seasonally adjusted and are consistent with the
budget proposals.

2. Published estimates, both calendar year and quarters, appear in the NIPA tables 3.2 and 3.7B elsewhere
in this issue.

3. Estimates of personal tax and nontax receipts, contributions for social insurance, transfer payments (net), and
grants-in-aid to State and local governments for the first quarter of 1998 through the third quarter of 1999 have
been revised to incorporate information that has become available since the release of the budget. For each quarter,
personal taxes have been revised up $8.1 billion, and grants-in-aid have been revised up $4.6 billion. To reflect
data on wage and salary dishursements that were not available at the time of the translation, contributions have
been revised as follows: 1998:1, $3.6 billion; 1998:1I, $1.0 billion; 1998:Ill, -$1.0 billion; 1998:1V, -$3.4 billion; 1999:I,
-$2.9 hillion; 1999:II, -$1.4 billion; and 1999:1ll, $1.0 billion. The revisions to transfer payments (net) in 1998 and
1999 result from a corrected quarterly pattern for medicare payments.

4. BEA's estimate of corporate profits tax accruals for the fourth quarter of 1997 will not be available until the
release of the final estimates of gross domestic product on March 26, 1998. The value shown is derived from the
budget.

5. See footnote 1 in table 7.

6. Gross investment consists of general government and government enterprise expenditures for fixed assets;
inventory investment is included in Federal Government consumption expenditures.

7. The Budget of the United States Government, Analytical Perspectives, Fiscal Year 1999, “National Income
and Product Accounts,” page 340 contains incorrect fiscal year estimates of indirect business tax and nontax accru-
als (IBT); the IBT estimates also carried through to the budget estimates for total receipts and the deficit. The

differences between the fiscal year estimates of IBT shown in the Budget and those shown in table 10 (above)
are shown below:

Billions of dollars
Fiscal year
1997 | 1998 | 1999
Indirect business tax and nontax accruals:
Budget 92.1 921 105.7
Amount of correction 36 35 18

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau of Economic Analysis.
AFDC  Aid to families with dependent children

FICA Federal insurance contributions act

NIPA  National income and product accounts

SECA  Self-employment contributions act

TANF  Temporary assistance for needy families
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Federal Budget Estimates, Fiscal Year 1999

By Kurt S. Bersani and Ann M. Groszkiewicz

T HE FEDERAL Budget of the United States Gov-
ernment for fiscal year 1999 that was released
by the President shows a s9.5 billion surplus, a
turnaround from a s10.0 billion deficit in fiscal
year 1998." The fiscal year 1999 surplus reflects the
administration’s proposed legislation and pro-
gram changes, the economic assumptions used in
making the budget projections, and the laws that
have already been enacted.”

This article summarizes the proposed legisla-
tion and program changes in the administration’s
budget and the budget estimates. It then presents
the budget receipts and outlays in the framework
of the national income and product accounts,
which are designed to show the composition of
production and the distribution of the incomes
earned in production. This framework, which
differs in concept and timing from the budget,
provides a means of gauging the effects of the
Federal budget on aggregate measures of U.S.
economic activity.

Proposed legislation and program changes

The fiscal year 1999 budget presents proposed
legislation that increases receipts by $12.9 billion
(table 1). The largest proposal is a tobacco in-
dustry settlement that would add $9.8 billion to
receipts. Proposals to increase receipts both from
insurance companies and from corporate-owned
life insurance policy holders who borrow against
their policies would total $2.3 billion: A pro-
posed modification of the existing tax rules for
life insurance annuity contracts would amount
to $1.8 billion, and a proposal to repeal certain
tax deductions of interest on corporate-owned
life insurance policy loans would amount to $o.4

1. Estimates of the Budget of the United States Government are presented
on a fiscal year basis. See Executive Office of the President, Office of Man-
agement and Budget, Budget of the United States Government, Fiscal Year 1999
(Washington, pc: U.S. Government Printing Office, 1998).

2. Estimates of the administration’s proposed legislation and program
changes are derived by Bea as the difference between the “current-services”
estimates included in the budget and the total budget. The current-services
estimates, which are based on the economic assumptions underlying the
budget, are designed to show what Federal receipts and outlays would be if
no changes are made to the laws that are already enacted. In concept, these
estimates are neither recommended amounts nor forecasts; they form a base-
line with which administration or congressional proposals can be analyzed.

billion. A proposed extension of corporate en-
vironmental and excise taxes for the Hazardous
Substance Superfund Trust Fund would add $1.8
billion.

Table 1.—Relation of Current-Services Estimates to the
Budget

[Billions of dollars]

Fiscal year
1998 1999
Receipts
CUrrent-Services eSMALES ........cocoeevvvreerecereeieeeeeeseeseieeens 1,657.9| 1,729.8
Plus: Proposed IgisIation ... -1 12.9
Research and experimentation tax credit .................... -4 -8
International trade Provisions ... | wovvevnsiiinns -6
Energy efficiency and the environmel 0 -4
Education incentives 0 -4
Child CArE ..o | e, -3
Other 2 -7
Subtotal: Tax relief (including offsets) ... -5 -3.2
Tobacco settlement 1egiSIation ... 9.8
Reserve rules for life insurance annuity contracts ... 18
Reinstate environmental tax imposed on corporate
INCOME ..o eniins | eevireieniens 11
Reinstate Superfund excise taxes 1 7
Replace sales-source rules with activity-based rules ... | .............. 6
Preclude premature claiming of losses from
TECEIVADIES ..o | i 4
Corporate-owned life insurance rules ... 3 4
Repeal lower-of-cost-or-market inventory accounting
method 0 4
(0]1)1=T SRR 1 9
Subtotal: Other provisions that affect receipts ......... A4 16.2
Equals: The DUAGEL .......ccovvvvviiricseeeins 16579 17427
Outlays
CUITeNt-Services eStMALES .......c...cvvvieriirinrsiisiisiisnnins 1667.8| 1,7324
Plus: Program ChanGges ... 0 8
National defense 0 -4.4
Income security 1 13
Net interest .. 0 -3
Medicare 0 -2
Education, training, employment, and social services -2 -2
Veterans benefits and SEIVices ... 0 -1.0
Transportation ............c....... 0 -3
Administration of justice ........... 0 8
Natural resources and environment .. 0 -5
General government ........... 0 3.6
Agriculture ........ 0 -4
Commerce and 0 -4
AlIOWANCES L oo sessssessssssssssnenns. | seveesessenneens 33
Other 1 -5
Equals: The BUAGEL ..o 1,667.8| 1,733.2
Current-services surplus or defiCit (=) ..o.oervvvervrreeneiierineens -9.9 -2.6
Proposed changes, receipts less outlays .. -1 12.1
Administration budget surplus or deficit (=) .......ccovverirninns -10.0 9.5

1. Allowances include funding for emergencies, such as natural disasters, for unforeseen de-
fense and nondefense costs, and for unanticipated nonemergency expenses of the year 2000
conversion.

Source: The Budget of the United States Government, Fiscal Year 1999.
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Proposed legislation that would reduce receipts
consists of various tax credits and other tax
changes. A proposal to extend a tax credit for cer-
tain research and experimentation expenditures
through June 30, 1999, would reduce receipts by
$0.8 billion. A proposal to modify international
trade provisions would reduce receipts by an ad-
ditional so.6 billion. More than 9o percent of
this reduction would come from extending to
September 30, 2001, the provisions in the Gen-
eral System of Preferences (gsp) that eliminate
duty on certain goods from eligible developing
countries. In addition, the following proposals,
none of which total more than so.4 billion, would
reduce receipts: Tax credits to businesses for pur-
chasing energy-efficient equipment, tax credits
for certain education initiatives, and increased tax
credits for child care.

The budget proposes program changes that
would increase total outlays by a net $0.8 billion
in fiscal year 1999. Among the program changes
that would increase outlays, the largest is for
general government, which would be augmented
by $3.6 billion.> Much of this increase would
fund Internal Revenue Service improvements in
customer service, electronic data collection, and
communication.

A proposed $3.3 billion increase in allowances
would be used for emergencies—such as nat-
ural disasters—for unexpected defense expendi-
tures, and for any unanticipated nonemergency
expenses caused by the year 2000 conversion. In-
come security would increase by s1.3 billion, the
largest portion of which is a so.5 billion proposal
to restore food stamps to legal immigrants.

The budget proposes an $o0.8 billion increase
for the administration of justice. Programs to
reduce violent crime and to control and prevent
juvenile crime would each receive $o.3 billion in
additional funding. Proposals to increase the
number of border patrol agents and to improve
wireless communication would increase funding
for each by so.1 billion.

The largest proposed decreases in outlays are
$4.4 billion for national defense and s1.0 billion
for veterans benefits and services. The reduc-
tion in national defense spending would result
primarily from the increased privatization and
outsourcing of support functions, which would
reduce the number of personnel associated with
support activities and infrastructure. Most of the
decrease in veterans benefits and services would

3. General government includes such activities as tax collection; adminis-
tration of the public debt; and personnel, general property, and administrative
management.

result from a proposal to reinstate restrictions on
tobacco-related disability-compensation benefits.
These benefits would be reduced by so.7 billion as
a result of reinstituting a policy that restricts ben-
efits for veterans for tobacco-related disabilities
that originated from tobacco use during military
service. The remainder of the decrease in out-
lays is accounted for by other proposals, none of
which amount to more than so.5 billion.

The budget estimates

In the budget, receipts in fiscal year 1999 are pro-
jected to increase $84.9 billion, or 5.1 percent, to
$1,742.7 billion (table 2). Receipts in 1998 are pro-
jected to be $1,657.9 billion, up 5.0 percent from
1997. The projected increase in 1999 is mostly ac-
counted for by increases in social insurance taxes
and contributions, individual income taxes, and
excise taxes. Projected increases in receipts from
social insurance taxes and contributions and from
individual income taxes are based on administra-
tion assumptions that incomes will increase as a
result of real economic growth and inflation. A
projected increase in excise tax receipts is based
on administration assumptions of increased eco-
nomic activity in 1999 after a slowdown in 1998
and on higher aviation taxes as a result of the Tax
Reform Act of 1997. Miscellaneous receipts are
projected to increase $13.2 billion, $9.8 billion of
which is accounted for by the proposed tobacco
industry settlement.

Total budget outlays in fiscal year 1999 are pro-
jected to increase $65.4 billion, or 3.9 percent, to
$1,733.2 billion (table 3). Outlays in 1998 are pro-
jected to be $1,667.8 billion, up 4.2 percent from
1997. The projected increase in 1999 is mostly
accounted for by increases in four areas:

e Social security—An increase of si4.7 bil-
lion is accounted for by a si4.7 billion
increase from current-services outlays that
mainly reflects the cost-of-living adjustments

Table 2.—Budget Receipts by Source

[Billions of dollars]

March 1998

9

Level for fiscal year Change from preceding
fiscal year
1996 1997 1998 1999 1997 1098 1999

Budget receipts ..., 1,453.0( 1,579.3| 1,657.9| 1,742.7 126.3 78.6 84.9

Individual income taxes .........c..ccoeeveen. 656.4| 7375| 767.8| 7915 81.1 30.3 237

Corporation incOme taxes ... 171.8 182.3 190.8 198.0 105 85 7.1
Social insurance taxes an

CONMNIBULONS ..o 509.4| 539.4| 571.4| 5959 30.0 320 245

EXCISE taXES ...vvvevrrveeiiiinieresieis 54.0 56.9 55.5 72.0 29 -14 16.5

Estate and gift taxes ... 17.2 19.8 20.4 20.5 2.6 6 1

CUStOMS dULIES ....oovevvverrvierriicriir 18.7 17.9 18.4 18.2 -8 4 -2

Miscellaneous receipts ..., 255 255 335 46.7 0 8.1 13.2

Source: The Budget of the United States Government, Fiscal Year 1999.
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and assumptions about inflation and about
the number of beneficiaries in these pro-
grams. Most of the increase in social security
is accounted for by old-age and survivors
insurance benefits (s12.1 billion).

« Income security—An increase of $13.5 billion
is accounted for by an increase of $12.3 bil-
lion in current-services outlays and of $1.3
billion in program changes. The increase is
distributed over a variety of programs, in-
cluding unemployment compensation, Fed-
eral employee retirement and disability, child
care entitlement to States, and food stamps.

o Health—An increase of s9.7 billion is ac-
counted for by a $9.8 billion increase in
current-services outlays. Most of the increase
is accounted for by an increase of $6.9 billion
for medicaid, reflecting assumptions about
inflation and the number of beneficiaries in
this program. The remaining increases are
primarily accounted for by an increase in the
Children’s Health Insurance Program (s1.5
billion) to provide insurance for currently
uninsured children and by an increase for the
National Institutes of Health (s1.0 billion) for
biomedical research.

o Medicare—An increase of $9.1 billion is more
than accounted for by a $9.4 billion increase
in current-services outlays. The increase is
based on the assumptions about inflation
and the about number of beneficiaries in this
program.

Table 3.—Budget Outlays by Function

[Billions of dollars]

Level for fiscal year Change from preceding

fiscal year

1996 1997 1998 1999 1997 | 1998 | 1999

Budget outlays .

Social security .....
National defense .
Income security ...
Net interest ...
Medicare ...

Education, training, empl

social services
Veterans benefits and
Transportation ..........

Administration of justice ...

General government .....
International affairs ..
Agriculture

Community and regional development
Commerce and housing credit

Allowances
Energy .......

a)'fment, and

1,601.2| 1,667.8| 1,733.2 40.7| 66.6| 654

349.7( 3653 3815| 396.2 156 16.2 14.7
265.7| 2705| 264.1| 2655 47| 64 14
226.0| 2309| 239.3| 2528 49 85| 135
2411 2440| 2427 2418 29| -13 -9
. 174.2 190.0| 1981 207.3 158 8.1 9.1
..................... 119.4| 1238| 131.8| 1415 45 7.9 9.7

52.0 53.0 55.1 59.5 1.0 21 44
37.0 39.3 431 433 23 38 2
39.6 40.8 415 42.3 12 8 7
. 175 20.2 22.3 25.5 26 21 33
Natural resources and environment ........... 216 214 23.8 23.2 -2 25 -6
General science, space, and technology 16.7 17.2 17.1 17.6 5 -1 5
.......................... 119 12.8 12.9 17.2 9 1 43
135 15.2 145 14.5 17 -7 0
9.2 9.0 10.6 11.0 -1 15 4
10.7 11.0 11.8 10.9 3 8 -9
-106| -14.6 35 35 -40| 181 0
.......................................... R 1 [N I 33
2.8 15 A4 -1.0 -14| -11| -14
-376| -50.0| -46.4| -425|| -124 36 39

Undistributed

Source: The Budget of the United States Government, Fiscal Year 1999.

Relation between budget and ~n1pa estimates

BEA prepares estimates of the Federal sector in
the framework of the national income and prod-
uct accounts (nipa’s), which may be used for
such purposes as macroeconomic analyses of the
impact of changes in Federal receipts and ex-
penditures on gross domestic product and its
components. Bea makes adjustments to the
budget estimates to bring them into line with
Nipa concepts and definitions.* One major con-
ceptual difference is the treatment of government
investment; in the nipa’s, the treatment of gov-
ernment investment in fixed assets and the cost
of using these assets is symmetrical with the
treatment of fixed investment in the private sec-
tor. Transfers of nonproduced assets, such as the
sale of land, are excluded from the w~tpa’s be-
cause they do not affect current production. The
N1PA’S also exclude transactions with Puerto Rico

4. For a detailed discussion of the reconciliation, see Government Trans-
actions, Methodology Paper No. 5 (November 1988). (This paper is available
from the National Technical Information Service, accession no. ps 90118480,
and at Bea’s Web site, <http://www.bea.doc.gov>.)

In addition, as part of the comprehensive nipa revision released in Jan-
uary 1996, several changes were made to the definitions and classifications
used to measure the Federal sector. For a discussion of these changes, see
“Preview of the Comprehensive Revision of the National Income and Product
Accounts: Recognition of Government Investment and Incorporation of a
New Methodology for Calculating Depreciation,” Survey or CURRENT Busi-
NESS 75 (September 1995): 33—41; and “Improved Estimates of the National
Income and Product Accounts for 1959—9s5: Results of the Comprehensive
Revision,” Survey 76 (January/February 1996): 1-31.

Table 4.—Relation of Federal Government Receipts in the
NIPA’s to the Budget

[Billions of dollars]

Fiscal year

1997 1998 1999

Budget reCeIPLS ... 1,579.3| 1,657.9| 1,742.7

Less: Coverage differences?® .........oocvveveernecrernns 26 27 2.8

Plus: Netting and grossing differences:
Contributions to government employee
retirement funds ... 714 72.2 73.8
Taxes received from the rest of the

=27 2.7 -2.8
36.5 325 33.1

Timing differences:

Corporate iNCOME aX ....c..verevvereereeeinenns 9.1 6.7 4.2
Federal and State unemployment
INSUTANCE taXES .....cvvrrverirriieriiniis -4 0 -3

Withheld personal income tax and social
security contributions .. .

6.9 -1.8 -14
6.1

Excise taxes ......... . 5 -85

OtheT .o 0 0 0
MiSCEllaNEOUS 4 .......ouvvreicereieieeieeiees -26 -2.3 -4.2
Equals: Federal Government receipts, NIPA’s ... | 1,695.5| 1,765.9| 1,833.9

1. Consists largely of the Federal Communication Commission Universal Service Fund re-
ceipts and contributions for social insurance by residents of U.S. territories and Puerto Rico.

2. Taxes received from the rest of the world are included in the budget and netted against
expenditures (transfer payments) in the NIPA's.

3. Consists largely of proprietary receipts that are netted against outlays in the budget and
classified as receipts in the NIPA's.

4. Consists largely of Treasury receipts from sales of foreign currencies to Government agen-
cies.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.

NIPA National income and product accounts
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and the U.S. Territories, whose residents by nipa
definition are not U.S. residents, and transac-
tions of the Federal Communication Commission
Universal Service Fund, which pass through a
nonprofit institution that is regulated by the
Federal Communication Commission.

N1pa receipts differ from budget receipts be-
cause of differences in coverage, in netting and
grossing (which provide additional information
on items that are recorded on a net basis in
the budget), and in timing (table 4). For most
years, the difference between nipa receipts and
budget receipts primarily reflects contributions
to government employee retirement funds and
proprietary receipts. In the budget, the contribu-
tions are included in outlays both as expenditures
and as offsetting receipts and thus net to zero;
in the n~tpa’s, they are recorded as receipts in

Table 5.—Relation of Federal Government Current
Expenditures in the NIPA’s to the Budget

[Billions of dollars]

Fiscal year

1997 1998 1999

Budget OULIAYS ...ccvrieiieeeie s 1,601.2| 1,667.8| 1,733.2
Less: Coverage differences:
GEO0graphiC L .....cvveervernerirrerinsieeseenens 9.5 9.9 10.3
Financing disbursements from credit
programs -134 -18.3 -155
Other? ........... 15 33 7.0

Financial transactions:
Net [eNdiNg .....ovvrevvverereeees 5.6 20.9 14.8
Deposit insurance . -10.4 -3.8 -34
Other -5 -29 -13

Net purchases of nonproduced assets:
Outer continental shelf
Other

-4 -6 -3
-9.9 -3.8 -2.3

Plus: Netting and grossing differences:
Contributions to government employee

retirement funds ... 71.4 72.2 738
Taxes received from the rest of the
WO 3 oo 2.7 =2.7 -2.8
OthEr# oo 36.5 325 331
Consumption of fixed capital ... 714 71.8 72.3

Timing differences:
National defense consumption

EXPENAILUTES ..o -3 -5 11
OthET v 18 .6 N
MiSCEllANEOUS  .......covvvvirierreesres 1 1 1

Equals: Federal Government current
expenditures and gross investment, NIPA's ... | 1,797.4| 1,836.8| 1,902.3
Less: Gross iNVestMent® .........ccc.coevemnrveneriinnnens 61.2 58.3 58.5

Equals: Federal Government current
expenditures, NIPA'S ...

1,736.2| 1,7785| 1,843.8

1. Consists largely of transfer payments, subsidies, and grants-in-aid to residents of U.S. terri-
tories and Puerto Rico.

2. Consists of agencies not in the budget and the Federal Communication Commission Uni-
versal Service Fund payments. Also includes net purchases of silver and minor coin metal.

3. Taxes received from the rest of the world are included in the budget and netted against
expenditures (transfer payments) in the NIPA's.

4. Consists largely of proprietary receipts that are netted against outlays in the budget a clas-
sified as receipts in the NIPA's.

5. Consists largely of net expenditures of foreign currencies.

6. Gross investment consists of general government and government enterprise expenditures
for fixed assets; inventory investment is included in Federal Government consumption expendi-
tures.

Sources: The Budget of the United States Government, Fiscal 1999 and the Bureau of Eco-
nomic Analysis.

NIPA National income and product accounts

order to provide separate detail on government
retirement funds. In the budget, some propri-
etary receipts are netted against outlays, but in
the n1pa’s, they are treated as receipts. For 1999,
N1pa receipts would exceed budget receipts by
$91.2 billion; contributions to government em-
ployee retirement funds would be $73.8 billion,
and proprietary receipts would be $33.1 billion.
NIpA current expenditures differ from budget
outlays because of differences in coverage, in net-
ting and grossing, and in timing. They also
differ because of the nipa treatment of govern-
ment investment in fixed assets and because of
the exclusion of financial transactions, such as
loans, and the exclusion of sales of nonproduced
assets (table 5).> For most years, the difference
between the ~n1pa and budget estimates primar-
ily reflects the netting and grossing differences
and the treatment of government investment.
NIPA Current expenditures includes the consump-
tion of fixed capital, which is not recognized in

5. Most of the proceeds of the sale of the naval petroleum reserve in
Elk Hills, California, was classified as the sale of a nonproduced asset and
was excluded from the ~ipa’s. For more information on this sale, see the
“Business Situation” in this issue.

Table 6.—Relation of National Defense Consumption Ex-
penditures and Gross Investment in the NIPA's to Na-
tional Defense Outlays in the Budget

[Billions of dollars]

Fiscal year

1997 | 1998 | 1999

National defense outlays in the budget 270.5| 264.1| 2655
Department of Defense, military ......... .. | 2583 2514 2527
Military personnel ...........ccc.... 69.7) 69.7 70.5
Operation and maintenance 88.8| 927 918
Procurement ................. 47.71 437 455
Aircraft ...

Weapons 35 3.0 2.8
Ammunitio 12 11 12
Other ....... 176| 162 17.0
Research, development, test and evaluation . 37.0 35.8 35.9
OHNEE oo eees 15.1 95 8.9
Atomic energy and other defense-related activities ....... 12.2 12.7 12.8

Plus: Military assistance purchases
Additional payments to military and ci
retirement funds .........
Consumption of general government fix

. 2.1
pital 571| 567| 563

Less: Grants-in-aid to State and local governments and

Net iNterest PAId. ........cocvveerrvereerereeiseeeeeenes 2.7 28 3.0
Timing difference .. -3 -5 11
Other differences ... -5 -9 -10

Equals: National defense consumption

expenditures and gross investment, NIPA's ......... 3474 3411| 3411
Less: National defense gross investment?® ................... 399| 363| 354
Equals: National defense consumption

expenditures, NIPA'S ... 307.5| 304.7| 305.7

1. Gross investment consists of general government and government enterprise expenditures
for fixed assets; inventory investment is included in Federal Government consumption expendi-
tures.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.
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the budget, and it excludes government invest-
ment in fixed assets, which is included in budget
outlays. For 1999, nNi1pa current expenditures
would exceed budget outlays by s110.6 billion;
contributions to government employee retire-
ment funds would be $73.8 billion, proprietary
receipts would be $33.1 billion, and the consump-
tion of fixed capital would exceed investment by
$14.3 billion.

In the n1PA framework, budget outlays for na-
tional defense are included in both consumption
expenditures and gross investment. These outlays
differ from the ~1pa estimates for four principal
reasons (table 6).  First, some defense out-
lays, primarily disbursements for foreign military
sales, are treated as exports in the n1pa’s. Second,
N1pA expenditures are recorded on a delivery ba-
sis, and budget outlays are recorded on a cash
basis; thus, in the ~ipa’s, all work-in-progress
except shipbuilding is included in the change-in-
business-inventories component of gross domes-
tic product. Third, in defense outlays, the cost
of the military retirement program is measured
as the cash payment from the military personnel
appropriation account to the military retirement
trust fund. In the ~ipa’s, a payment is added
to amortize the unfunded liability for military
retirement benefits earned by military person-
nel for service before 1985, and a payment is
also added to amortize the unfunded liability
for civilian retirement benefits; these payments
are recorded in the budget as intergovernmental

Table 7.—Relation of Administration Budget and NIPA Esti-
mates of Federal Government Receipts and Current Ex-
penditures

[Billions of dollars]

Level for fiscal year Change from
preceding fiscal

Actual Estimates year

1997 | 1998 | 1999 1998 | 1999

Administration budget:

Receipts .. .. |1,579.3]|1,657.9|1,742.7 786| 84.8
Outlays ... .11,601.2|1,667.8)|1,733.2 66.6| 654
Surplus -219| -10.0 9.5 11.9 19.5
NIPA's:
RECEIPLS ovvvvvvevrreerererrcerienninns 1,695.5|1,765.91,833.9 704| 68.0
Outlays ......cooevererrinnens . [1,736.2(1,778.5(1,843.8 423 65.3
Surplus or deficit (-) -40.7| -12.6f -9.9 28.1 27

Administration budget less
NIPA’s:
RECEIPLS oo
outlays .......ccocoeeee. .
Surplus or deficit (-)

-116.2| -108.0| -91.2 8.2 16.8
-135.0| -110.7| -110.6 24.3 1
18.8 2.6 19411 -16.2 16.8

1. The NIPA current surplus or deficit reflects the treatment of government investment which
was introduced in January 1996. Current expenditures now include (1) consumption of fixed cap-
ital or general government in consumption expenditures, and (2) consumption of fixed capital
for for government enterprises as an expense in the calculation of the current surplus of govern-
ment enterprises. Gross investment in fixed assets by general government enterprises is no
longer classified as a current-account expenditure in the year the asset is purchased but is clas-
sified, instead, as an expenditure over the service life of the asset.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.

NIPA National income and product accounts

transactions. Fourth, the n1pa measure includes
general government consumption of fixed capital.

The differences between the budget and ~ipra
estimates of receipts, of outlays, and of the cur-
rent surplus or deficit are summarized in table 7.
Unlike the budget, which would record a sur-
plus in 1999, the ni1pa’s would record a deficit
primarily because of the difference in the treat-
ment of government investment in fixed assets;
the consumption of fixed capital that is included
in the N1pA’s is greater than the investment that
is excluded.

Fiscal year 1999 nN1pa estimates

In the ~1pa framework, the current deficit in
fiscal year 1999 would decrease s$2.7 billion, to
$9.9 billion, after decreasing $28.1 billion in fis-
cal year 1998 (chart1). This slowdown is due
to an acceleration in current expenditures and
a deceleration in receipts. The acceleration in
current expenditures is due to accelerations in
grants-in-aid to State and local governments,
transfer payments, and consumption expendi-
tures. The deceleration in receipts is attributable
to a deceleration in corporate profits tax accruals.

In the ~tea framework, Federal current ex-
penditures would increase $65.3 billion in fiscal
year 1999 t0o $1,843.8 billion (chart 2). Transfer
payments would increase $36.1 billion—s14.5 bil-
lion for social security and s10.0 billion for medi-
care (table 8). Grants-in-aid to State and local
governments would increase $23.4 billion—s6.7
billion for medicaid, $s.3 billion for health care,
and s6.9 for other grants programs. Nondefense

CHART 1

Federal Fiscal Position,
Surplus or Deficit (-)

Billion $
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0
-50
Budget—
-100
NIPA
-150
-200
-250

-300

-350 | | | | | | | | | |
1989 90 91 92 93 94 95 96 97 98" 99*
Fiscal Years

*Estimates by OMB and BEA
U.S. Department of Commerce, Bureau of Economic Analysis
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billion.

consumption expenditures would increase $8.0

In the ~ntpa framework, Federal receipts would

increase $68.0 billion in fiscal year 1999 to $1,883.9

NIPA Framework

Billion $
900

Transfer Payments
800
700
600
500
400 National Defense Consumption
Expenditures \
300
Net Interest Pald\ S,
200 ——meee =TT
— ¥ AllOther
100 >~ Grants-in-aid to State and local
governments
| | | | | | | | | |

Fiscal Years
*Estimates by BEA

U.S. Department of Commerce, Bureau of Economic Analysis

0
1989 90 91 92 93 94 95 96 97 98"

99*

Table 8.—Sources of Change in Federal Government
Current Expenditures, NIPA Framework

[Billions of dollars]

Change from preceding

fiscal year
1997 | 1998 | 1999
Total current eXpenditures ... 64.0| 423| 653
Consumption expenditures 154 2.1 9.0
National defense ............... 94| -28 1.0
Pay raise and locality pay?* .. 21 31
Other ......ccceeee. -49( -21
Nondefense 49 8.0
Pay raise and 13 2.1
OHhEr s 36 5.9
Transfer payments ... X 288 36.1
Social security ...... X 15.5 145
Medicare ......... 16.4 7.9 10.0
Supplemental security income .. 14 8 A4
Federal employee retirement ... 58 28 29
Earned income and child care credits . 2.8 4 2.7
Veterans benefits ......... 12 8 14
Unemployment benefits -2.8 4 2.7
ONET et -4.2 2 15
Grants-in-aid to State and local governments ........... 47| 156| 234
Medicaid ......... ce 36 54 6.7
Education .. 0 0 35
Highways .. 1.0 12 6
Health Care ... -15 15 53
Food and nutrition 7 11 4
Other ....coocevevne. 1.0 6.4 6.9
Net interest PaId ........occeeverrvrereirriireeerenieis 80| -32| -17
Subsidies less current surplus of government
ENterprises ... e 51 -10f -15
Agriculture subsidies -2.1 12 -8
Housing subsidies . .6 0 -4
Other subsidies . 32 -3 -7
Less: Current surplus of government enterprises:
Postal Service surplus . 1.0 7 -3
Other surplus of government enterprises .......... 2 12 -1

1. Consists of pay raises and locality pay beginning in January 1998.
Source: Bureau of Economic Analysis.

Federal Government Receipts,

NIPA Framework

Billion $

900
800
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*Estimates by BEA

U.S. Department of Commerce, Bureau of Economic Analysis

99*

billion (chart 3): $575 billion of the increase is
due to a higher tax base, and s10.5 billion is due
to proposed legislation (table 9). The increase
in total receipts reflects increases in contribu-
tions for social insurance (s30.3 billion), per-
sonal taxes ($22.7 billion), indirect business taxes

CHART 3

Table 9.—Sources of Change in Federal Government
Receipts, NIPA Framework

[Billions of dollars]

Change from preceding

fiscal year

1997 1998 1999
Total receipts 143.6 704 68.0
Due to tax bases 143.6 70.6 575
Due to proposed legislation 0 -1 10.5
Personal tax and nontax receipts ... 88.8 27.8 22.7
Due to tax bases ............. 88.8 27.9 23.9
Due to proposed legislation 0 -1 -1.2
Corporate profits tax accruals ... 13.6 14.8 31
Due to tax bases ... 13.6 14.9 14
Due to proposed leg 0 -1 17
Indirect business tax and nontax accruals ........... 4.6 -1 11.9
Due to tax bases ............. . 4.6 -2 19
Due to proposed legislation 0 1 10.0
Contributions for social insurance .. 36.7 28.0 30.3
Due to tax bases ............. 36.7 28.0 303

Due to proposed legislation 0 0 0

Sources: The Budget of the United States Government, Fiscal Year 1999, and the Bureau

of Economic Analysis.
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(s11.9 billion), and corporate profits tax accru-
als (3.1 billion). The increase in contributions
for social insurance reflects higher contributions
for the old-age, survivors, disability, and hospi-
tal insurance programs. The increase in personal
taxes reflects higher withheld income taxes, and
the increase in indirect business taxes reflects the
proposed tobacco settlement.

Quiarterly pattern.—Seasonally adjusted quarterly
estimates of nipa receipts and current expendi-
tures that are consistent with the budget estimates
of receipts and outlays for the fiscal year are
shown in table 10. The n1pA estimates of receipts
reflect the quarterly pattern that results from the
enacted and proposed legislation and from the
administration’s projected quarterly pattern of
wages and profits. The ~ntpa estimates of current
expenditures reflect the quarterly pattern that re-
sults from the enacted and proposed legislation
that would adjust pay for Federal Government

employees and provide cost-of-living increases in
social security.

In the ~ipa framework, the current deficit
trends downward from the first quarter of 1997
through the fourth quarter of 1997 and then
increases in the first quarter of 1998. The
first-quarter 1998 increase reflects the following:
Decreases in personal taxes, cost-of-living adjust-
ments that increase social security (2.1 percent),
and adjustments to Federal employee pay (2.8
percent).

The current deficit decreases from the second
quarter of 1998 through the fourth quarter of
1998, increases in the first quarter of 1999, and
then decreases slightly throughout the third quar-
ter of 1999. The first-quarter increase reflects
the following: Cost-of-living adjustments that in-
crease social security (2.2 percent), adjustments
to Federal employee pay (3.1 percent), and higher
grants-in-aid to State and local governments.

Table 10 follows. [.ef
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Table 10.—Federal Government Receipts and Expenditures, NIPA Framework
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year * Calendar year Quarter
Line Pub- | Esti- Published 19972 Estimated 1998 Estimated 1999
1997 | 1998 | 1999 | lished | mated
19972 | 1998 | Il Il \% | Il 1l vV | Il 1l

1 RECEIPLS oo 1,695.5(1,765.9(1,833.9/1,724.6|1,787.3
2 | Personal tax and nontax receipts 3 ... 757.3| 785.1 797.7
3 Proposed legislation . -1 -1].
4 Other 785.2 797.8
5 | Corporate profit tax accruals4 .. 220.8 221.3
6 Federal Reserve Banks 234 24.1 21.4 24.0
7 Proposed [egislation ...........cveeneennineerneneinns | vveveiens 0 2| e 0
8 (01111 S 21.0 234 239 214 24.0
9 Other corporate profit tax accruals 185.0( 197.3| 199.7| 1916 197.3
10 Proposed 1egisIation ... | v -1 14 -1
11 Other ... 185.0( 197.4( 198.3| 1916 1974

12 | Indirect business tax and nontax accruals 7 .
13 Proposed legislation
14 Other

9571 95.6| 1075 91.3| 949

15 | Contributions for social insurance 3
16 Tax on wages and salaries (FICA)
17 Proposed legislation ..

18 Base increases ...

19 January 1998 .

20 January 1999 .

21 1131T AN .

22 Tax on self-employment eamnings 304| 285| 286

23 Base increases 4 0 0 0
24 Other ......cc...... 300 285| 286 29.1
25 Supplementary medical insurance 20.0 19.5 19.6 19.8
26 Unemployment insurance .. 305 294 295 30.1
27 Federal retirement .. 68.2 67.7 67.9 67.9
28 Other ... 9.6 9.5 9.6 9.7
29 Current expenditures ... 1,800.5(1,730.8 1,746.0 [ 1,752.6 | 1,779.4

461.3| 458.0| 464.2| 464.7| 4685
314.8

30 | Consumption expenditures
31 National defense ............
32 Pay raises and locality pay
33 January 1998 .
34 January 1999 .

35 Other .......

36 Nondefense .

37 Pay raises and locality pay
38 January 1998 .

39 January 1999 .

40 Other

41 | Transfer payments (net)3 ..
42 To persons ..........
43 Social Security

44 Regular .......

45 Benefit increases

46 January 1998 .

47 January 1999 .

48 Medicare .............

49 Unemployment benefits ...

50 Federal employee retirement
51 Civilian ....

52 Military ...

53 Veterans benefits

54 Railroad retirement ...

55 Military medical insural

56 Food stamps ..........

57 Black lung benefits

58 Supplemental security income ..
59 Earned income and child care credits .
60 All Other ..o

61 To rest of the world (net)
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Table 10.—Federal Government Receipts and Expenditures, NIPA Framework—Continued
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year * Calendar year Quarter
Line Pub- | Esti- Published 19972 Estimated 1998 Estimated 1999
1997 | 1998 | 1999 | lished | mated
19972 | 1998 | Il Il \% | Il 1l vV | Il 1l

62 | Grants-in-aid to State and local governments .. 220.0| 235.6| 259.0| 224.2| 242.8| 219.6| 2225| 2242| 230.6| 2328| 2414 2459| 251.2| 259.9| 266.8| 272.8
63 Public assistance ... 112.7| 1204 1275| 112.8| 119.8| 111.2| 111.8| 110.2| 117.8| 1157 1194 1205| 123.4| 126.8| 128.7| 1305
64 Medicaid ......... 95.4| 100.8| 107.5 97.4| 101.3 94.7 96.4 96.1| 102.2 98.7| 100.7| 101.4| 104.2| 107.1| 108.5| 109.9
65 Cash benefits 147 171| 180 129| 160( 140( 126| 11.8( 132 146| 160| 166| 169| 174| 180| 185
66 Social benefits 26 24 2.0 2.5 2.5 2.5 28 24 24 24 26 25 2.3 2.3 22 21
67 Highways ... 202| 214| 220 203| 221| 194| 206| 208 203 213 224| 226| 219| 222| 226| 228
68 Education ... 171 171 20.6 17.0 18.0 15.7 16.6 18.1 175 16.5 17.7 185 194 209 214 224
69 Food and nutrition .. 14.7 15.8 16.2 15.3 16.6 14.9 15.1 154 15.7 16.3 16.6 16.8 16.6 16.5 16.8 16.7
70 Community development 6.3 7.5 7.8 6.5 7.9 6.4 6.5 6.4 6.5 8.0 8.1 7.9 7.4 7.8 8.1 8.2
71 Mass transit ... 23 2.0 1.9 4.0 2.6 4.1 35 42 4.0 32 2.9 2.1 2.1 21 21 20
72 Environmental p 2.7 25 2.7 2.6 2.7 2.9 2.7 26 23 29 26 25 2.9 2.6 28 2.7
73 Health care ..... 6.3 78| 131 7.7 9.1 6.9 8.4 7.2 8.2 8.4 8.2 84| 112| 133| 143| 153
74 All other 378 411 47.1 38.3 44.2 38.1 374 394 383 40.6 43.6 46.3 46.2 475 49.8 52.1
75 | Net intereSt Paid .......ccooveerreererrneemieenneeiseesiernns 2342 231.0| 229.3| 230.2| 229.6| 228.9| 229.8| 231.2| 231.0( 2306| 229.7| 229.0| 228.9| 228.6| 2284| 2283
76 | Subsidies less current surplus of government

enterprises .. 382| 372| 357 384| 393 384( 381| 379 390 399 403| 384| 388| 383| 381| 378
77 Subsidies ... 355| 364| 345 342| 343| 338| 343| 343 345 348 347| 341| 334| 331| 328| 326
78 Agricultural .. 7.3 8.5 7.7 7.6 8.1 74 75 75 8.0 8.3 8.4 8.1 7.7 75 7.3 7.2
79 Housing .. 249 249 245 25.6 255 25.2 25.7 259 25.7 25.6 255 254 253 252 252 251
80 33 3.0 2.3 1.0 .6 11 11 1.0 9 8 N 6 4 4 3 3
81 Less: Current surplus of gove =27 -8| -11| -42| -51| -47| -39| -36( -45| -51| -56| -42| -54| 53| -53| -51
82 Postal Service -78( -71{ -74| -86| -95| -89| -82| -80| -92| -97| -100| -86| -98| -96| -96| -95
83 Federal Housing Administration 2.9 34 38 33 37 3.2 3.2 33 34 35 3.6 37 38 3.9 4.0 4.0
84 Tennessee Valley Authority . 2.0 2.7 2.8 17 17 17 16 15 1.8 18 17 17 17 17 17 18
85 Other 3 3 -3 -5 -1.0 -6 -5 -4 -5 -1 -9 -1.1 -1.2 -1.3 -1.4 -1.4
86 | Less: Wage accruals less disbursements ................. 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
87 Current surplus or deficit (<)% oo -40.7| -12.6 -99| -27.7| -132| -555| -36.8| -10.8 -76| -219( -16.1 -9.3 -56| -225| -201| -17.2

Addenda:

88 Gross investment © 61.2 58.3 585 59.9| 567 581 618 610 589 574| 564| 558 57.1 58.7| 59.3| 588
89 National defense 39.9| 363| 354| 394| 345 370 393| 405 408 356| 344| 335/ 345| 358| 359| 355
90 Nondefense 213 22.0 231 20.6 22.2 211 22.6 20.5 18.1 219 22.0 223 226 229 233 234
91 Consumption expenditures and gross investment 518.7| 518.0| 527.1| 523.8| 517.9| 516.1| 526.1| 525.7| 527.4| 526.7| 517.9| 513.6| 513.6| 522.1| 524.0| 527.8
92 National defense .| 3474\ 3411 3411| 350.4| 3375| 3433| 350.6| 352.1| 355.6| 349.1| 3385| 3322 330.4| 3352| 3353| 3375
93 Nondefense 171.3| 176.9| 186.0( 173.4| 180.4| 172.8| 1755| 1736| 171.8| 177.6| 179.4| 181.3| 183.2| 187.0( 188.7| 190.3

1. Fiscal year estimates are the sum of quarterly values not seasonally adjusted and are consistent with the
budget proposals.

2. Published estimates, both calendar year and quarters, appear in the NIPA tables 3.2 and 3.7B elsewhere
in this issue.

3. Estimates of personal tax and nontax receipts, contributions for social insurance, transfer payments (net), and
grants-in-aid to State and local governments for the first quarter of 1998 through the third quarter of 1999 have
been revised to incorporate information that has become available since the release of the budget. For each quarter,
personal taxes have been revised up $8.1 billion, and grants-in-aid have been revised up $4.6 billion. To reflect
data on wage and salary dishursements that were not available at the time of the translation, contributions have
been revised as follows: 1998:1, $3.6 billion; 1998:1I, $1.0 billion; 1998:Ill, -$1.0 billion; 1998:1V, -$3.4 billion; 1999:I,
-$2.9 hillion; 1999:II, -$1.4 billion; and 1999:1ll, $1.0 billion. The revisions to transfer payments (net) in 1998 and
1999 result from a corrected quarterly pattern for medicare payments.

4. BEA's estimate of corporate profits tax accruals for the fourth quarter of 1997 will not be available until the
release of the final estimates of gross domestic product on March 26, 1998. The value shown is derived from the
budget.

5. See footnote 1 in table 7.

6. Gross investment consists of general government and government enterprise expenditures for fixed assets;
inventory investment is included in Federal Government consumption expenditures.

7. The Budget of the United States Government, Analytical Perspectives, Fiscal Year 1999, “National Income
and Product Accounts,” page 340 contains incorrect fiscal year estimates of indirect business tax and nontax accru-
als (IBT); the IBT estimates also carried through to the budget estimates for total receipts and the deficit. The

differences between the fiscal year estimates of IBT shown in the Budget and those shown in table 10 (above)
are shown below:

Billions of dollars
Fiscal year
1997 | 1998 | 1999
Indirect business tax and nontax accruals:
Budget 92.1 921 105.7
Amount of correction 36 35 18

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau of Economic Analysis.
AFDC  Aid to families with dependent children

FICA Federal insurance contributions act

NIPA  National income and product accounts

SECA  Self-employment contributions act

TANF  Temporary assistance for needy families
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Gross Product by Industry Price Measures,

1977-96

By Robert E. Yuskavage

T HIS ARTICLE presents annual estimates of
prices and unit costs by industry group for
1977-96. The price measures of gross prod-
uct originating by industry (cpo) provide insight
into the sources of change in the aggregate price
level by industry. For example, the relative
growth rates of prices among industries can be
compared, and their contributions to the aggre-
gate (economy-wide) rate of price change can
be computed. The unit-cost measures by in-
dustry can be used to identify the sources of
Gpo price change among the cost components
of gpo—compensation of employees, indirect
business taxes, and property-type income.

These measures of gpo prices and unit costs
have not previously been included in the articles

on gross product by industry in the Survey or
CurrenT Busingss, and providing them marks
another step in continuing efforts by the Bureau
of Economic Analysis (Bea) to make the in-
dustry accounts data more useful. Until last
year, these articles dealt almost exclusively with
current-dollar and real geo. In November 1997,
BEA presented and discussed annual estimates of
gross output and intermediate inputs by industry
for the first time.'

The first part of this article discusses the
measurement and interpretation of Gpo prices,
including the relationship of cro prices to gross

1. See Sherlene K.S. Lum and Robert E. Yuskavage, “Gross Product
by Industry, 1947-96,” Survey or CURRENT Business 77 (November 1997):
20-34.

Gross Product Originating: Definition and Relationship to Gross Domestic Product

Gross product, or gross product originating (cro), by industry
is the contribution of each private industry and of government to
the Nation’s output, or gross domestic product (epe). An industry’s
Gpro, often referred to as its “value added,” is equal to its gross out-
put (sales or receipts and other operating income, commodity taxes,
and inventory change) minus its intermediate inputs (consumption
of goods and services purchased from other industries or imported).

For the national income and product accounts (N1pa’s), Gpp is
measured as the sum of expenditure components. Gross domestic
income (cpr) is measured as the sum of costs incurred and incomes
earned in the production of Goe. In concept, gpp and Gor should be
the same; in practice, they differ because their components are esti-
mated using largely independent and less-than-perfect source data.
BEA Views gpp as the more reliable measure of output because the
source data underlying the estimates of expenditures are considered
to be more accurate.' The difference between Gpr and cpr is the
“statistical discrepancy”; it is recorded in the nipa’s as an “income”
component that reconciles gor with Gpe.

Current-dollar gro by industry is measured as the sum of distribu-
tions by industry of the components of gp1. Consequently, the sum
of the current-dollar Gro estimates also differs from current-dollar
Gpp by the statistical discrepancy. In presenting the gro estimates,
the statistical discrepancy is included in the cro of private industries
because of Bea’s view that most of the measurement problems with

1. For additional information on the accuracy of the two measures, see the box
“Statistical Discrepancy” in Robert P. Parker and Eugene P. Seskin, “Annual Revision of
the National Income and Product Accounts,” Survey orF CURRENT Busingss 77 (August
1997): 19.

the components of cpr affect the gro of private industries rather
than the ro of general government or government enterprises.”

Real gpp in the n1pa’s is also measured as the sum of the expendi-
ture components. Real gpo estimates for most industries are derived
using separate estimates of gross output and intermediate inputs.®
The sum of the real ro estimates differs from real gpp by the real
statistical discrepancy, which is shown as part of private-industry
Gpro, and by the category entitled “not allocated by industry,” which
is the difference between real gpp and the sum of real gro for the
detailed industries and of the statistical discrepancy. The value of
the category “not allocated by industry” reflects the lack of additivity
of detailed real gro estimates that results from the formula used to
calculate real output and from differences in the source data (both
current dollars and prices) used to estimate industry ceo and the
expenditures measure of real goe. As with the current-dollar meas-
ures, Bea views the source data used to estimate the components
of real gpp to be more reliable. In addition, the amount of de-
tailed data available to calculate real gop is greater than that for the
gross output and intermediate inputs available to calculate real cro.
For some industries, no source data are available to measure gross
output, and the resulting real cro estimates are prepared using less
reliable methodologies.

2. See “Note on Alternative Measures of Gross Product by Industry,” Survey 77
(November 1997): 84.

3. For information about the computation of the real gro estimates, see the box
“Computation of the Chain-Type Quantity Indexes for Double-Deflated Industries” in
Robert E. Yuskavage, “Improved Estimates of Gross Product by Industry, 1959—94,”
Survey 76 (August 1996): 142.
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output prices and intermediate inputs prices. The
second part develops the concept of unit costs
in the context of the Gcro estimates, and it de-
scribes how these measures can be used to analyze
changes in industry-cost structure and the return
to capital. The third part discusses trends in
Gro prices and unit costs by industry group for
1992—96. Tables 4 and 5 at the end of the article
present industry price and unit-cost measures by
industry group for 1977—96.

Gpo Prices

The cro price index for an industry or industry
group represents the implicit price for gross out-
put less intermediate inputs. For most industries
and industry groups, the gpo price measures are
chain-type Fisher price indexes computed from
data on gross output and intermediate inputs.
For some industries, the gpo price measures are
implicit price deflators because data for gross
output prices are not available.

Gpo can be defined as either an output meas-
ure (gross output less intermediate inputs) or as
an input measure (costs incurred and incomes
earned); see the box “Gross Product Originat-
ing.” The measurement of the Gro price index
is based on gro’s definition as an output meas-
ure. As an output measure, Gpo is the difference
between the industry’s gross output and its in-
termediate inputs. Real cro and the Gpro price
index can be derived from these separate meas-
ures using the double-deflation method. In the
double-deflation method, estimates of gross out-
put and of intermediate inputs are used in the
calculation of real cro.” As an input measure,
an industry’s gpo represents the value-added in-
puts (labor services and capital services) that are
combined with the intermediate inputs (energy,
materials, and purchased services) to produce the
gross output of the industry. The gro price index
thus represents the implicit price paid by the in-
dustry for its value-added inputs. Changes in the
Gpo price index for the industries for which the
double-deflation method is used primarily reflect
(1) changes in the prices and quantities of the
gross output of the industry, (2) changes in the
prices and quantities of the intermediate inputs
used by the industry, and (3) changes in the ratio
of intermediate inputs to gross output.

2. For more information on the double-deflation method, see Robert
E. Yuskavage, “Improved Estimates of Gross Product by Industry, 1959—94,”
Survey 76 (August 1996): 142—145.

Gross output

Gross output prices represent the prices received
by an industry for its products. The chain-type
price index for gross output is computed from
detailed data for the industry on product sales,
shipments, and prices. Data on current-dollar
product sales and shipments by industry are pri-
marily from annual surveys by the Bureau of the
Census. Detailed price indexes for manufacturing
and wholesale trade are primarily producer price
indexes (ppr1's) from the Bureau of Labor Statistics
(BLs). Price indexes for farm products are from
the U.S. Department of Agriculture, and price in-
dexes for mineral products are mostly from the
U.S. Department of Interior and the U.S. De-
partment of Energy. Price indexes for selected
products—including computers, semiconductors,
digital telephone switching equipment, and se-
lected equipment purchased by the U.S. Depart-
ment of Defense—are from the national income
and product accounts (ntpa’s). Price indexes for
retail trade and for services are primarily BLs con-
sumer price indexes (ce1’s), or they are derived
from the n1pa’s.’

Intermediate inputs

Intermediate inputs prices represent the prices
paid by an industry for its inputs of raw ma-
terials, semifinished goods, energy, and services
purchased from other industries. The chain-type
price index for intermediate inputs is computed
from detailed data on industry product purchases
and prices. Data on the commaodity (product)
composition of current-dollar intermediate in-
puts by industry are obtained primarily from
BEA’S input-output accounts.* Detailed price in-
dexes for inputs of manufactured goods are from
BLs: Primarily ppr’s for domestic goods and inter-
national price indexes for imports. These indexes
are supplemented by selected price indexes from
the ~ipa’s. Detailed price indexes for inputs
of services are primarily cer’s, or gross output
implicit price deflators.’

Input-output ratio

An industry’s input-output (1-o) ratio is com-
puted as its intermediate inputs divided by its

3. For a list of the sources for current-dollar product detail and price
indexes for gross output, see Yuskavage, “Improved Estimates,” table 8.

4. Ann M. Lawson, “Benchmark Input-Output Accounts for the U.S.
Economy, 1992: Make, Use, and Supplementary Tables,” Survey 77
(November 1997): 36-82.

5. For a list of the sources for the price indexes for intermediate inputs,
see Yuskavage, “Improved Estimates,” table 9.
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gross output. For an industry with one prod-
uct, changes in the 1-o ratio from year to year
reflect shifts in the mix between intermediate in-
puts and value-added inputs (labor services and
capital services). Such shifts may be viewed
as changes in production technology that result
from changes in the optimal input mix. Exam-
ples include economies of scale that result from
changes in the rate of output and the contract-
ing out of services that were once performed
in-house by employees. At the gpo industry level,
which approximates the two-digit Standard In-
dustrial Classification (sic), changes in the 1-o
ratio may also reflect changes in the relative size
of the detailed industries that the cro industry
comprises.

The Gro price index can be viewed as a
weighted average of gross output prices less in-
termediate inputs prices; thus, changes in the 1-o
ratio affect the gro price index by changing the
relative weights associated with these prices. Nor-
mally, this effect is small in comparison with the
effects of changes in gross output prices or of
changes in intermediate inputs prices.’

Relationship to nzpa prices

For the ~tpa’s, gross domestic product (coe) is
measured as the sum of final expenditures. Gop
can also be measured as the sum of industry value
added. In concept, the gpp price and quantity
indexes computed from nipa final expenditures
are consistent with those computed from indus-
try value added because both approaches exclude
intermediate inputs. Consistency is maintained
between the two approaches by the use of com-
mon source data for prices whenever possible.
For example, the price indexes that are used
for the producers’ durable equipment compo-
nent of n1pa final expenditures are also used for
the gross output of durable goods manufacturing
industries.

In practice, the results of the two approaches
differ because of the lack of data for gross out-
put prices for certain private services-producing
industries and because of the lack of annual data
for the commodity composition of intermediate
inputs by industry. In addition, the two ap-
proaches differ in the treatment of trade margins
and transport costs. In the w~ipa’s, final ex-
penditures are valued in purchasers’ prices which
include the wholesale trade and retail trade mar-
gins and transport costs incurred as goods move

6. The direction and magnitude of the effect on the gro price index
depends on interactions among the gross output price index, the intermediate
inputs price index, and the input-output ratio.

through the distribution system from producers
(or importers) to final users. In the industry
approach, value added is valued in producers’
prices. Price measures associated with trade mar-
gins and transport costs are classified in the
wholesale trade, retail trade, and transportation
industries.”

As a result, price measures for specific gro in-
dustries are not necessarily comparable to price
measures for related nipa expenditure compo-
nents. For example, the ~n1pa chain-type price
index for all durable goods products may differ
from the Gro price index for durable goods man-
ufacturing. cop prices by type of expenditure
reflect the prices of goods and services purchased
for final use, whether domestically produced or
imported; cro prices by industry reflect the
prices of the industry’s gross output net of in-
termediate inputs. Gross output prices from the
industry approach are more comparable to nipa
final expenditure prices, but gross output prices
reflect sales by an industry to all of its customers,
whereas ni1pa price measures reflect sales to final
purchasers, including sales of imports.

Gpro Unit Costs

GPo unit costs show the contribution of the cost
components of gpo to the gpro price index. gro
measures of unit cost are computed by divid-
ing current-dollar gro and its components by
real (chained-dollar) cpo.® The resulting quo-
tients provide the cpo chain-type price index and
the part of the price index associated with each
component. If the unit cost for a component
grows faster than the cro price index, then the
relative importance of that component in the cost
structure has increased.

As an input measure, current-dollar Gro is
measured as the sum of costs incurred and in-
comes earned in production; it is equal to gross
domestic income, the components of which can
be grouped into categories that approximate the
shares of labor and capital. The labor share
of production can be approximated using com-
pensation of employees, which consists of wage
and salary accruals, employer contributions for
social insurance, and other labor income (pri-
marily employer contributions to private pension

7. In the gro estimates, the gross output of the wholesale trade and retail
trade industries primarily consists of margin, which is defined as sales minus
the cost of goods sold. Because price indexes for margin are not available,
sales by detailed type of business are deflated, and the margin rate is assumed
to be constant. Such assumptions are not required for the deflation of nipa
final expenditures.

8. Current-dollar cost per unit of real cro equals the cro price index
divided by 100.
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plans and health insurance). The capital share
of production (property-type income) can be ap-
proximated using the remaining components of
Gro except indirect business tax and nontax lia-
bility, which is excluded because it can be viewed
as a part of the pretax return to capital that
accrues to government rather than to business.’

Gpo Unit-cost measures for compensation of
employees (unit labor costs) include wage and
salary accruals, employer contributions for social
insurance, and other labor income. Unit-cost
measures for property-type income (income per
unit of gross product) include both debt-financed
and equity-financed capital, including capital
consumption allowances. Gpo unit-cost meas-
ures do not provide information on the separate
contributions of labor and capital services or of
labor and capital prices to the change in Gro
prices, because gpo unit-cost measures attribute
changes in Gro unit prices to the components
of Gpo in proportion to each component’s share
of current-dollar gro. Thus, year-to-year changes
in component shares of current-dollar gro will
result in changes in the contributions of the com-
ponents to gro prices, even if the prices do not
change.

gpo Prices and Unit Costs for 199296

This part of the article presents estimates of
changes in gro prices and unit costs by industry
group for 1992—96. The first section discusses dif-
ferences in gro price changes among industries,
including the effects of differences in changes in
gross output prices and in intermediate inputs
prices. The second section discusses the contri-
butions of Gpo components to changes in the gro
price index.

GPo price changes

The cpp chain-type price index increased at an
average annual rate of 2.5 percent in 1992—96;
private industries increased 2.2 percent, and gov-
ernment increased 3.3 percent (table 1). Among
the private industry groups, the gro price in-
dex for durable goods manufacturing declined 1.2
percent. The cro price indexes for all the other
industry groups increased; the increases ranged
from o.4 percent for electric, gas, and sanitary
services to 3.8 percent for agriculture, forestry,

9. For purposes of this analysis, property-type income is defined as the
sum of corporate profits, proprietors' income, rental income of persons,
net interest, capital consumption allowances, business transfer payments,
and the current surplus of government enterprises less subsidies. However,
a substantial portion of proprietors’ income represents the labor share of
production.

and fishing. Except for electric, gas, and sani-
tary services, the industry groups with Gro price
changes that were less than the cpr price change
(2.5 percent) were those associated with the pro-

Table 1.—Percent Changes in Chain-Type Price Indexes by
Industry Group, 1993-96

Average
annual
1993 | 1994 | 1995 | 1996 | rate of
change,
1992-96
Gross domestic product ...... 2.6 24 25 2.3 25
Private industries 1 .......cccccovevenenne 25 1.8 2.0 2.4 2.2
Agriculture, forestry, and fishing:
Gross output ..... 2.6 -6 9 10.3 3.2
Intermediate inpul 19 22 1.7 5.2 27
Gross product 37| -35 -4 16.6 3.8
Mining:
Gross OULPUL ......cveereercrrerrennes -5 -39 4 17.1 3.0
Intermediate inputs 13| -12 1.8 10.8 31
Gross product ... -19| -57 -5 210 27
Construction:
Gross output 3.2 35 4.0 2.3 33
Intermediate inpu 3.0 3.0 32 18 2.7
Gross product ... 35 4.0 48 2.8 3.7
Manufacturing:
GroSS OULPUL ...ocevvevririiiiies 1.0 12 2.3 -2 11
Intermediate inputs 8 17 42 -2 16
Gross product .........coeeeeens 14 5 -9 -4 2
Durable goods:
Gross output 11 13 1 -2.4 0
Intermediate inpu 11 2.1 22| -23 8
Gross product ... 12 0 =31 -27 -1.2
Nondurable goods:
Gross output ... 9 12 49 24 2.3
Intermediate inputs ......... 5 12 6.5 2.2 26
Gross product ............... 17 11 19 2.8 19
Transportation and public
UHIIES 2 v 18 7 23 11 15
Transportation * 11 15 32 6 16
Communications:
Gross output ... 13 6 9 19 12
Intermediate inputs -5 -=22| =21 12 -9
Gross product ..., 22 22 29 27 25
Electric, gas, and sanitary
services:
GroSS OULPUL ..ouvvererieines 2.6 -7 -2 2.6 11
Intermediate inputs 37 10| -26 10.0 2.9
Gross product ... 21| -15 6 3 4
Wholesale trade:
GrOSS OULPUL ..o 18 2.7 2.2 0 17
Intermediate inputs 2.3 2.6 37 21 27
Gross product .........ccoeeveeens 1.6 2.7 151 -11 12
Retail trade:
Gross OULPUL ......cvvereercrrerrennees 15 16 11 13 14
Intermediate inputs 2.1 25 29 2.6 25
Gross product ... 12 11 1 5 7
Finance, insurance, and real
eStAte L v s 37 21 44 41 36
SEIVICES T oo 36 38 32 34 35
Government® ........coovonerirneniinens 31 31 34 37 33
Addenda:
Private goods-producing
industries 2
GroSS OULPUL ..o 15 12 24 12 16
Intermediate inputs 12 18 39 5 1.8
Gross product ...........ccveeveeens 2.1 4 0 2.3 12
Private services-producing
industries 13 ... 26 24 29 25 26

1. Gross product price index.

2. Consists of agriculture, forestry, and fishing; mining; construction; and manufacturing.

3. Consists of transportation and public utilities; wholesale trade; retail trade; finance, insur-
ance, and real estate; and services.

NoTte.—Estimates for gross output and for intermediate inputs are shown only for industry
groups for which the double-deflation method is used for each detailed industry in the group.
See footnote 2 in the text.
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duction and distribution of manufactured goods
(manufacturing, transportation, wholesale trade,
and retail trade).

The cro price changes for private services-
producing industries (2.6 percent) exceeded the
GDpP price change, and the Gro price change for
private goods-producing industries (1.2 percent)
was less than the Gpr price change. The slower
growth in the cro price index for private goods-
producing industries, compared with the growth
for private services-producing industries, contin-
ues a trend that started in 1982 and continued
each year except for 1989 (chart 1). In 1989, the
Gro price index for goods-producing industries
was boosted by a relatively large increase in gross
output prices for oil and gas extraction. Since
1977, cpo prices for private services-producing
industries have increased faster than coe prices;
since 1992, a deceleration in ceo prices for private
services-producing industries has contributed to
a deceleration in Gop prices.

As mentioned earlier, the gro price index can
be viewed as a weighted average of gross out-
put prices and intermediate inputs prices for
industries for which the double-deflation method
is used. Changes in Gpo prices are positively
correlated with changes in gross output prices
and negatively correlated with changes in in-
termediate inputs prices. Gpro prices increase
faster than gross output prices when gross out-
put prices increase faster than intermediate inputs

CHART 1

Chain-Type Price Indexes
(1992=100)
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Private goods-producing—m-

industries’
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GDP—»~, -
- & Private services-producing

70 industries®
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77 T T o I

1977 79 81 83 85 87 89 91 93 95
1. Consists of agriculture, forestry, and fishing; mining; construction; and manufacturing.
2. Consists of transportation and public utilities; wholesale trade; retail trade; finance,
insurance and real estate; and services.

U.S. Department of Commerce, Bureau of Economic Analysis

prices; conversely, gro prices increase slower than
gross output prices when gross output prices in-
crease slower than intermediate inputs prices. In
1992—96, Gpo prices increased faster than gross
output prices in agriculture, forestry, and fishing,
in construction, and in communications. Gro
prices increased slower than gross output prices
in all other industry groups.

In 1996, the Ggpo price index for private in-
dustries increased 2.4 percent, slightly more than
the 2.3-percent increase in the gop price index.
The Gro price index for manufacturing declined
for the second consecutive year, as an increase in
nondurable goods was more than offset by a de-
cline in durable goods. Three of the four other
industry groups for which the Gpo price index
either increased less than the Goe price index or
decreased are at least partly involved with the dis-
tribution of goods to consumers: Transportation
(0.6 percent), electric, gas, and sanitary services
(0.3 percent), wholesale trade (-1.1 percent), and
retail trade (o.5 percent). Among the industry
groups for which the cro price index increased
more than the cop price index, the increases
were large in agriculture, forestry, and fishing
(16.6 percent) and mining (21.0 percent). The
increases were smaller in finance, insurance, and
real estate (4.1 percent) and services (3.4 percent).
Government increased 3.7 percent.

Contributions to change.—aro prices can be used

to assess an industry’s contribution to the change
in Ggop prices. Because real gop can be viewed
as the combined result of aggregate inputs of la-
bor services and capital services, the gpp price
index can be viewed as the price index for aggre-
gate inputs of labor services and capital services.
Because Ggpro as an input measure represents the
industry’s value-added inputs of labor services
and capital services, the gro price index can
be used to compute contributions to Gpp price
change.

The extent to which industries contribute to
the change in the gpp price index depends on
the industry’s size relative to cpp as well as on
the growth rates in Gpo prices.”” In 1992—96,
the largest contributors to the change in the
Gpp price index were services and finance, in-
surance, and real estate (0.7 percentage point
each) (table 2). Government contributed o.5 per-

10. For a description of the calculation of these contributions, see “Note
on Computing Alternative Chained Dollar Indexes and Contributions to
Growth” in J. Steven Landefeld and Robert P. Parker, “sea’s Chain Indexes,
Time Series, and Measures of Long-Term Economic Growth,” Survey 77
(May 1997): 63. The procedure described in the note was modified to replace
the chain-type quantity index with the chain-type price index.
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11

centage points.” In manufacturing, prices were
unchanged, so the contribution of manufactur-
ing prices to gop price change was 0.0 percentage
point; durable goods manufacturing contributed
—o0.1 percentage point. In 1995 and 1996, the con-
tribution of durable goods manufacturing was
—0.3 percentage point. Finance, insurance, and
real estate made the largest positive contribution
in each of those years (0.8 percentage point).

Gross output prices.—Gross output prices, which
are the prices received by producers, can be
viewed as a weighted average of the prices for
intermediate inputs and for value-added inputs
(labor services and capital services). In man-
ufacturing, gross output prices increased only
1.1 percent in 1992—96. Gross output prices in
durable goods manufacturing were unchanged,
while gross output prices in nondurable goods
manufacturing increased 2.3 percent. The slow
growth in the prices of manufactured products,
especially durable goods, together with the de-

11. The Gro price index for government is an implicit price deflator com-
puted as current-dollar gro divided by real (chained-dollar) cro. For general
government, which comprises most of government, current-dollar cro con-
sists of compensation of employees and consumption of fixed capital. Real
consumption of fixed capital is estimated by direct deflation using price in-
dexes from the ~ipa’s. Real compensation of employees is estimated by
extrapolating base-year current-dollar values by an indicator of labor input.

Table 2.—Contributions to Percent Change in the Chain-
Type Price Index for Gross Domestic Product, 1993-96

1903 | 1994 | 1995 | 1096 | 9%
Percent change:
Gross domestic product ....... 2.6 24 25 23 25
Percentage points:
Private industries ... 2.2 15 17 21 19
Agriculture, forestry, and fishing ... 1 -1 0 3 1
MINING oo 0 -1 0 .3 0
CONSHIUCHON ..o 1 1 2 1 1
Manufacturing ... 2 1 -2 -1 0
Durable goods ... 1 0 -3 -3 -1
Nondurable goods ................. 1 1 1 2 1
Transportation and public utilities 1 1 2 1 1
Transportation ......... 0 0 1 0 0
Communications 1 1 1 1 1
Electric, gas, and sanitary
services 1 0 0 0 0
Wholesale trade 1 2 1 -1 1
Retail trade ........cocoveverneernirernenns 1 1 0 0 1
Finance, insurance, and real
ESHAE .o N 4 8 8 N
SEIVICES oo 7 7 6 7 7
Statistical discrepancy? ............... 0 0 0 0 0
GOVEINMENE .oovvviorriercreirereiieees 4 4 5 5 5
Not allocated by Industry 3 ....... 0 4 3 -3 1

1. Average annual rate.
2. Equals GDP measured as the sum of expenditures less gross domestic income.
3. Equals GDP less the statistical discrepancy and the sum of GPO of the detailed industries.

Note.—For information on the calculation of the contributions to percent change, see footnote
10 in the text.

celeration of prices for private services-producing
industries, have contributed substantially to the
low rate of gop price change since 1992.

Within durable goods manufacturing, gross
output prices in 1992—96 declined in electronic
and other electric equipment (5.7 percent) and
industrial machinery and equipment (2.8 per-
cent). The declines were primarily for products
deflated with Bea’s quality-adjusted price indexes:
Computers, semiconductors, and digital tele-
phone switching equipment. Gross output price
increases in the remaining industries ranged from
1.0 percent for instruments and related products
to 4.4 percent for lumber and wood products.

Unit costs

Because the gpo price index measures the change
in the cost of the value-added inputs of labor
services and capital services, it can be used in
combination with the components of Gro to as-
sess their contributions to the change in total
value-added costs. When a component of gro
unit costs grows faster than the cro price in-
dex, then that component’s contribution to the
growth in unit costs has increased.

The cost per unit of real gro for private indus-
tries increased 2.2 percent in 1992—96 (table 3).

Data Availability

This article presents summary estimates of gross
product by industry prices and unit costs. Price in-
dexes and real gro estimates for detailed industries for
1977—-96 and current-dollar gpo estimates for 1947-96
are available on the Internet on Bea’s home page at
<http://www.bea.doc.gov>. They are also available on-
line to subscribers to star-usa’s Economic Bulletin
Board (call 202—482-1986), or to starT-usA’s Internet
site at <http://www.stat-usa.gov>.

In addition, the following estimates are available
from Bea on diskettes:

e Gross Product by Industry, 1947-96, product
number NDN—0174, PriCe $20.00.

e Gross Output by Detailed Industry,
product number NpN—o0175, Price $20.00.

e Manufacturing Industry Shipments,
product number NpN—0176, price $20.00.

e Manufacturing Product Shipments,
product number NpN—0177, price $20.00.

To order using Visa or MasterCard, call the Bea
Order Desk at 1-800—704—0415 (outside the United
States, call (202) 606—9666). To order by mail, send
a check payable to “Bureau of Economic Analysis, Be-
53,” to Bea Order Desk, Bureau of Economic Analysis,
BE-53, U.S. Department of Commerce, Washington, pc
20230.

1977-96,

1977-96,

197795,
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Compensation of employees per unit of Gro
(unit labor costs) increased 1.7 percent. Unit
costs for indirect business tax and nontax liability
increased o.8 percent, and unit costs for property-
type income increased 3.2 percent. The larger
increase in the unit costs for property-type in-
come indicates that capital costs became a larger
part of gro unit costs during the period or that
the return to capital per unit of gross product
increased.

In 1992—96, unit labor costs declined in two pri-
vate industry groups: Mining and durable goods
manufacturing. Unit labor costs increased in
all other private industry groups except whole-
sale trade, which was unchanged. In agriculture,
forestry, and fishing and in services, the increases
in unit labor costs were larger than the increases
in total unit costs.

As with Gro prices, declines and relatively small
increases in unit labor costs were in industry
groups involved with the production and distri-
bution of goods. In manufacturing, unit labor
costs declined at an average annual rate of 1.7
percent in 199296, compared with a o.2-percent
increase in total unit costs. Unit labor costs in
durable goods manufacturing declined 3.5 per-
cent, while total unit costs declined 1.2 percent.
In wholesale trade, in retail trade, and in trans-
portation and public utilities, the increases in
unit labor costs were substantially smaller than
the increases in total unit costs.

In 1996, unit labor costs increased 1.9 percent
in all private industries, less than the increase
in total unit costs (2.4 percent). Unit labor
costs increased in all private industry groups ex-
cept durable goods manufacturing and wholesale
trade. Durable goods manufacturing fell 3.9 per-
cent; this fall marked the fourth consecutive year
that unit labor costs fell in this industry group.
Unit labor costs in manufacturing fell 1.1 percent,
the third consecutive annual decline, despite an
increase in nondurable goods manufacturing.

In 1996, the increases in unit labor costs ex-
ceeded the increase in total unit costs in only
three industries; Construction; finance, insur-
ance, and real estate; and services. In con-
struction, unit labor costs rose faster than total
unit costs for the first time since 1992; unit
property-type income increased only 0.6 percent.
In finance, insurance, and real estate, unit labor
costs increased considerably more than in the 2
preceding years. In services, the increase in unit
labor costs was somewhat less than the increase
in 199s.

Tables 4 and 5 follow. |.af

Table 3.—Percent Changes in Current-Dollar Cost Per Unit
of Real Gross Product Originating for Private Industry
Groups, 1993-96

Average
annual
1993 | 1994 | 1995 | 1996 | rate of
change,
1992-96
Total o 25 1.8 2.0 24 22
Compensation of employees ....... 24 0.5 2.0 19 17
Indirect business tax and nontax
lABIlIY oo 21 21 -1.0 0 8
Property-type income 25 4.0 2.6 35 3.2
Agriculture, forestry, and fishing 37| -35 -4 16.6 38
Compensation of employees 176 -9.0| 137 6.9 6.8
Indirect business tax and
nontax liability .........c.ccoeees 94| -6.9 14.8 16 44
Property-type income .............. -24 -5 -79 235 25
MINING oo -1.9 -5.7 -5 21.0 2.7
Compensation of employees -51| 51| -44 8.6 -17
Indirect business tax and
nontax liability =52 -73 -98 21.7 -9
Property-type income 9 -58 42 27.8 6.1
CONSHIUCHON ... 35 40 48 2.8 37
Compensation of employees 2.0 34 45 39 35
Indirect business tax and
nontax liability ... 45 0 0 43 22
Property-type income 7.0 55 5.2 .6 4.6
Manufacturing .........cceeeeeeneeneeens 14 5 -9 -4 2
Compensation of employees 6 -29( =35 -11 -17
Indirect business tax and
nontax liability ... 0 -48| -25| -26 -2.5
Property-type income .............. 36 9.7 44 1.2 47
Durable goods ...........ccoeviinns 12 0 =310 =27 -12
Compensation of
eMpIOYEES ....ocvvrvreerrinns -14( -40( -47 -39 -35
Indirect business tax and
nontax liability ................. 0 -1.7 0 -4.2 -3.0
Property-type incom 111 134 11 8 6.4
Nondurable goods .................. 17 11 19 2.8 19
Compensation of
eMpIOYEES ...coucvvrrrerrins 29| -20| -19 24 3
Indirect business tax and
nontax liability ................. 33| 48| -17 34 0
Property-type income .......... -3 7.0 8.3 34 45
Transportation and public utilities 18 N 2.3 11 15
Compensation of employees 2 0 24 11 9
Indirect business tax and
nontax liability .........ccccoeeee. 0 3.0 0 -5.8 -8
Property-type income ............. 38 11 24 25 24
Wholesale trade ...........cc.cooeuvunea. 16 2.7 15( -11 12
Compensation of employees 0 -15 431 -28 0
Indirect business tax and
nontax liability .........ccccovvenes 48 421 24| -29 9
Property-type income .............. 3.2 131 -9 5.6 51
Retail trade ........ccccooevviivnniiinnnins 12 11 1 5 7
Compensation of employees -2 -2 12 3 3
Indirect business tax and
nontax liability .........c.ccoeeenes 16 5 2.1 5 12
Property-type income .............. 44 51| -44 14 15
Finance, insurance, and real
ESIALE oo 37 21 44 41 3.6
Compensation of employees 58 12 19 53 35
Indirect business tax and
nontax liability .........c.ccoeeenes 2.8 14 -7 2.7 15
Property-type income .............. 3.2 24 6.8 39 4.0
SEIVICES vveverrrircereieriesisessiens 3.6 3.8 32 34 35
Compensation of employees 46 32 48 35 40
Indirect business tax and
nontax liability ..o 8.0 3.7 3.6 0 3.8
Property-type income .............. 4 54| -11 3.0 19
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Table 4.—Chain-Type Price Indexes for Gross Output, Intermediate Inputs, and Gross Product by Industry Group, 1977-96

[1992=100]
1977 | 1978 | 1979 | 1980 | 1981 | 1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996
Gross domestic product ....... 47.42| 50.88| 55.22| 60.34| 66.01| 70.18| 73.16| 75.92| 7853 | 80.58| 83.06| 86.10| 89.72| 93.64| 97.32(100.00 | 102.64 | 105.09 | 107.76 | 110.22
Private industries ® ... 48.25| 52.71| 56.93| 61.99| 67.98| 72.12| 74.60| 77.36| 79.31| 81.77| 84.41| 86.90| 90.35| 94.38| 97.67 |100.00 | 102.50 | 104.34 | 106.42 | 108.95
Agriculture, forestry, and fishing:
Gross output ........ .| 7461| 84.31| 94.90| 97.52(100.87 | 92.54|101.06|101.78| 89.18| 89.52| 91.89| 99.49 |105.05 |104.32|100.86 | 100.00 | 102.64 | 102.04 [ 102.94 | 113.59
Intermediate inputs .. 62.77| 71.86| 77.48| 80.25| 85.63| 89.68| 89.73| 94.90| 85.87| 83.42| 89.26| 94.88| 99.28| 99.69 [ 100.11 | 100.00 | 101.88 | 104.12|105.92 | 111.43
Gross product 88.50|106.90 | 115.57 [ 106.01 | 104.84 | 96.18 | 107.72|107.52| 92.96| 90.95| 94.56|104.57 | 111.54 | 109.46 | 101.66 | 100.00 | 103.70 | 100.08 | 99.66 | 116.21
Mining:
Gross output 62.14| 68.15| 85.82114.64|148.19|151.99|143.11|138.48 | 131.96 | 97.22| 97.46| 93.46|100.46 | 110.85 [ 102.45 [ 100.00 | 99.46| 95.55| 95.94|112.36
Intermediate inputs .. 5548 | 60.11| 70.83| 87.62|105.53|109.44|107.83|107.67 [ 106.11| 88.49| 90.37| 90.31| 95.55|103.24 [ 100.64 | 100.00 | 101.31|100.09 | 101.91 | 112.95
Gross product 65.71| 72.71| 96.80 |137.46|186.43|189.80|173.13|163.70 | 152.44 | 103.32 | 102.26 | 95.67 | 103.74 | 115.93 [ 103.70 | 100.00 | 98.14| 92.52| 92.09|111.46
Construction:
Gross output 4854 | 53.81| 59.48| 65.70| 71.91| 77.19| 78.86| 80.85| 82.47| 85.56| 88.62| 92.17| 94.94| 97.86| 98.99 |100.00 |103.25|106.89 | 111.21 | 113.81
Intermediate inputs .. 53.05| 57.44| 63.98| 71.32| 77.24| 79.14| 80.88| 83.00| 85.13| 84.08| 86.35| 90.24| 93.50| 96.40| 97.94(100.00 | 103.02 | 106.10 | 109.45 | 111.43
Gross product 43.86| 49.98| 54.76| 59.89| 66.33| 75.12| 76.70| 78.55| 79.65| 86.75| 90.56| 93.80| 96.16| 99.08 | 99.88 |100.00|103.45|107.58|112.71|115.82
Manufacturing:
Gross output ... 57.71| 61.59| 68.21| 77.00| 83.49| 85.44| 86.33| 88.32| 88.06| 86.42| 88.20| 91.90| 95.94| 98.64 | 99.36|100.00 |101.02|102.28 | 104.64 | 104.39
Intermediate inp! 57.51| 61.47| 69.77| 80.62| 88.01| 88.66| 89.87| 91.99| 91.63| 86.75| 90.02| 94.53| 98.51|101.06 [ 100.17 | 100.00 | 100.79 | 102.48 | 106.81 | 106.62
Gross product 58.08| 61.81| 66.06| 71.04| 75.95| 80.22| 80.56| 82.33| 82.24| 86.11| 85.36| 87.44| 91.64| 94.63| 97.89(100.00 |101.42|101.92 |100.99 | 100.63
Durable goods:
Gross output 60.02| 64.44| 70.35| 76.61| 82.29| 85.67| 87.40| 89.14| 89.24| 89.69| 90.56| 93.53| 96.76| 98.07 | 99.22|100.00 |101.12|102.42|102.55 | 100.05
Intermediate inputs 57.70| 61.88| 68.68| 76.10| 81.87| 83.95| 86.50| 88.50| 89.14| 87.89| 90.30| 95.60| 98.69| 99.79( 99.80 |100.00 |101.07 | 103.20 | 105.44 | 103.06
Gross product 63.82| 68.64| 73.00| 77.28| 82.81| 88.21| 88.64| 89.98| 89.24| 92.35| 90.85| 90.37| 93.79| 95.41| 98.30(100.00|101.21|101.17| 98.03| 95.36
Nondurable goods
GrOSS OUtPUL ..o 54.85| 58.13| 66.04| 77.46| 84.79| 85.33| 85.43| 87.67| 87.04| 83.18| 85.91| 90.18| 95.14| 99.35| 99.47 [100.00 | 100.91|102.13 | 107.12 | 109.67
Intermediate inp 57.17| 60.91| 70.67| 84.85| 93.76| 93.11| 93.15| 95.38| 94.03| 85.61| 89.72| 93.46| 98.31|102.26|100.52 [ 100.00 | 100.51|101.75 | 108.37 | 110.72
Gross product 51.11| 5351 | 57.63| 63.44| 67.59| 70.52| 70.76| 73.01| 73.73| 7850| 78.64| 83.84| 89.01| 93.70| 97.41|100.00|101.70|102.86|104.84 | 107.77
Transportation and public
utilities 51.65| 55.73| 57.83| 62.88| 70.63| 77.20| 80.99| 84.77| 88.85| 93.37| 92.64| 94.70| 97.13| 98.06 | 99.78 |100.00 |101.76 | 102.49 | 104.80 | 105.97
Transportation 54.30| 59.34| 63.03| 68.93| 77.25| 77.48| 76.83| 80.85| 84.45| 87.49| 90.09| 96.92| 98.29| 99.82 (100.16 | 100.00 | 101.12 | 102.60 | 105.87 | 106.46
Communications:
Gross output 59.05| 60.78| 62.12| 64.56| 70.48| 75.90| 79.13| 83.58| 88.91| 92.02| 91.39| 92.43| 95.84| 97.59| 98.59 [ 100.00 | 101.26 | 101.92 | 102.86 | 104.78
Intermediate inputs . .| 52.32| 55.68| 59.96| 66.22| 71.50| 75.12| 78.35| 81.07| 84.31| 86.53| 88.13| 90.43| 94.42| 96.70| 98.77[100.00 | 99.50 | 97.32| 95.32| 96.45
Gross product ... 62.77| 63.76| 63.75| 64.53| 70.06| 77.06| 80.35| 85.83| 92.49| 96.18| 93.98| 94.14| 97.02| 98.29| 98.53 |100.00 |102.17|104.38|107.40 | 110.29
Electric, gas, and
services:
Gross output 43.70| 47.94| 53.71| 64.48| 75.07| 88.05| 9591 97.52| 97.64| 96.08| 92.62| 91.45| 94.39| 96.50| 99.38 [ 100.00 | 102.65|101.92 | 101.69 | 104.37
Intermediate inputs . 48.94| 52.68| 62.46| 76.75| 89.37|102.90 [ 109.64 |110.88|108.48 | 97.25| 93.80| 93.47| 97.04|100.42| 99.03 |100.00 | 103.71|104.72 | 102.04 | 112.27
Gross product 40.05| 44.84| 46.49| 53.72| 62.55| 75.52| 84.89| 86.90| 89.34| 95.79| 92.27| 90.52| 93.07| 94.44| 99.55|100.00|102.11|100.57 |101.19 | 101.45
Wholesale trade:
Gross output 62.37| 66.08| 71.36| 78.22| 82.97| 83.89| 86.30| 88.19| 90.26| 86.34| 90.62| 94.81| 95.65| 99.98 [ 100.73 | 100.00 | 101.82 | 104.53 | 106.83 | 106.82
Intermediate inputs .. 48.81| 52.07| 57.14| 64.10| 70.50| 73.92| 76.95| 80.27| 82.44| 82.67| 85.34| 88.70| 92.24| 96.05| 98.36 |100.00 | 102.25|104.94108.81 | 111.11
Gross product 70.76 | 74.67| 79.89| 86.40| 89.74| 89.08| 91.12| 92.19| 94.20| 88.15| 93.21| 97.85| 97.26|101.86|101.81 | 100.00 | 101.62 | 104.34 | 105.88 | 104.75
Retail trade:
Gross output 5049 | 53.76| 58.70| 64.62| 69.74| 73.83| 76.08| 78.72| 80.59| 80.52| 85.78| 86.72| 90.18| 93.86| 97.71|100.00|101.55|103.19|104.35|105.71
Intermediate inputs .. 47.48| 51.02| 56.01| 62.63| 68.94| 72.70| 75.94| 80.02| 82.41| 83.73| 85.95| 88.90| 92.97| 96.82| 99.13|100.00 |102.08 | 104.60|107.67 | 110.49
Gross product 52.19| 55.30| 60.20| 65.66| 70.01| 74.28| 76.16| 77.89| 79.51| 78.84| 85.59| 85.44| 88.57| 92.15| 96.88 |100.00 |101.24|102.36 | 102.43 | 102.99
Finance, insurance, and real
eState d .. 38.16| 41.73| 44.61| 48.48| 53.63| 57.54| 62.80| 66.20| 71.33| 78.47| 81.69| 83.36| 87.07| 92.35| 97.82(100.00 |103.73|105.91 | 110.57 | 115.10
SEIVICES T oo 35.85| 38.78| 42.33| 46.54| 51.36| 56.30| 60.45| 64.12| 67.55| 71.45| 75.35| 79.87| 84.00| 89.65| 94.33(100.00 |103.55|107.47 [ 110.90 | 114.64
GOVErNMENt Y ... 40.92| 43.72| 47.09| 51.48| 56.92| 61.73| 6540| 70.23| 74.38| 77.29| 80.65| 83.83| 87.20| 91.40( 96.08 |100.00 |103.07 | 106.29 | 109.87 | 113.98
Addenda:
Private goods-producing
industries 2:
Gross output 57.48| 61.94| 69.36| 78.56| 86.30| 88.33| 88.96| 90.57| 89.80| 87.08| 88.99| 92.47| 96.58| 99.45| 99.53(100.00 | 101.54 | 102.76 | 105.18 | 106.46
Intermediate inputs .. 57.22| 61.42| 69.77| 80.54| 87.95| 89.06| 89.92| 91.80| 91.41| 86.49| 89.68| 94.05| 98.02|100.64| 99.98 | 100.00 | 101.20 | 102.97 | 107.03 | 107.56
Gross product 57.91| 63.08| 68.99| 75.56| 83.37| 87.31| 87.41| 88.38| 86.91| 87.67| 87.96| 90.15| 94.47| 97.71| 98.84|100.00 | 102.08 | 102.46 | 102.48 | 104.86
Private services-producing
iNAUSHES 13 .oooooevircrreeenenne 44.41| 4780 51.27| 55.88| 61.05| 65.32| 69.27| 72.35| 75.98| 79.21| 82.58| 85.27| 88.33| 93.26| 96.94 |100.00 | 102.63 | 105.04 | 108.08 | 110.74

1. Gross product price index.

2. Consists of agriculture, forestry, and fishing; mining; construction; and manufacturing.
3. Consists of transportation and public utilities; wholesale trade; retail trade; finance, insurance, and real estate;

and services.

NoTes.—Estimates for gross output and for intermediate inputs are shown only for industry groups for which the

double-deflation method is used for each detailed industry in the group. See footnote 2 in the text.

Estimates for 1977-86 are shown on the basis of the 1972 Standard Industrial Classification (SIC). Estimates
for 1987-96 are shown on the basis of the 1987 SIC.



SURVEY OF CURRENT BUSINESS March 1998 ¢ 25

Table 5.—Current-Dollar Cost Per Unit of Real Gross Product Originating by Private Industry Group, 1977-96
[Dollars]

1977 | 1978 | 1979 | 1980 | 1981 | 1982 | 1983 | 1984 | 1985 | 1986 | 1987 | 1988 | 1989 | 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996

TOtaAl oo 0.483| 0.527| 0.569| 0.620| 0.680| 0.721| 0.746| 0.774| 0.793| 0.818| 0.844| 0.869| 0.904| 0.944| 0.977| 1.000| 1.025| 1.043| 1.064| 1.090
Compensation of employees ........ 262| .288| .315| .346| .372| .397| .405| .413| .425| .442| .458| .470| .486| .511| .528| .543| .556| .559( 570 .581
Indirect business tax and nontax

liability .047| .048| .049| .055| .063| .066| .070| .071| .073| .074| .076| .076| .080| .085| .092| .095| .097| .099| .098| .098
Property-type income . A74( 192 205( .219| .245| .258| .270| .289| .296| .301| .310| .323| .338| .348| .357| .362| .371| .386| .396| .410
Agriculture, forestry, and fishing 885| 1.069| 1.156| 1.060| 1.048| .962| 1.077| 1.075| .930| .909| .946| 1.046| 1.115| 1.095| 1.017| 1.000| 1.037| 1.001| .997| 1.162

Compensation of employees ... 184 212 217 241 203| .213| 298| .237| .216| .222| .230| .286| .287| .304| .299| .273| .321| .292| .332| .355

Indirect business tax and

nontax liability .051| .053| .054| .055| .049| .044| .067| .049| .044| .045| .048| .055| .055| .056| .056| .053| .058| .054| .062| .063

Property-type income 650 .804| .884| .764| .796| .704| .712| .789| .669| .642| .667| .704| .773| .735| .661| .674| .658| .655| .603| .745
MINING o 657 .727| 968 1.375| 1.864| 1.898| 1.731| 1.637| 1.524| 1.033| 1.023| .957| 1.037| 1.159| 1.037| 1.000( .981| .925( .921| 1.115

Compensation of employees ... 206| .238| .327| .356| .447| .486| .463| .439| .406| .371| .343| .292| .324| .333| .340| .353| .335| .318| .304| .330

Indirect business tax and

nontax liability .057| .061| .086| .208| .430| .351| .287| .246| .193| .124| .109| .090( .107| .112| .114| .116| .110| .102{ .092| .112

Property-type income 394| 429| .555| .810| .987| 1.061| .982| .952| .925| .538| .570| .574| .607| .715| .584| .531| .536| .505| .526| .672
CONSHUCHON ..oocevevveirerieiieienne 439| 500 .548| 599| .663| .751| .767| .786| .797| .867| .906| .938| .962| .991| .999| 1.000| 1.035| 1.076| 1.127| 1.158

Compensation of employees ... 303 .344| 386 .428| .489| .545| .543| .535| .538| .569| .604| .631| .652| .687| .698| .691| .705| .729( .762| .792

Indirect business tax and

nontax liability .009( .010| .010( .011| .011| .014| .017| .015| .014| .015| .016| .017| .018| .019| .020| .022| .023| .023| .023| .024

Property-type income A27| 147|152 .160| .163| .193| .207| .235| .245| .283| .285| .289| .291| .285| .281| .287| .307| .324| .341| .343
Manufacturing .......cooeeeeeenerenenns 581| .618| .661| .710| .759| .802| .806| .823| .822| .861| .854| .874| .916| .946| .979| 1.000| 1.014| 1.019| 1.010| 1.006

Compensation of employees ... A407| 437 .473| 530( .555| .590( .578| .576( .586| .607| .585| .585| .609| .633| .663| .680| .684| .664| .641| .634

Indirect business tax and

nontax liability .... . .024| .023| .023| .025| .027| .028| .031| .030| .030( .033| .030| .029| .031| .034| .040| .042| .042| .040| .039| .038
Property-type income 149 .158| .165( .155| .177| .184| .196| .217| .206| .221| .239| .260| .277| .280| .276| .278| .288| .316| .330| .334
Durable goods ..o 638| .686| .730| .773| .828| .882| .886| .900| .892| .923| .909| .904| .938| .954| .983| 1.000| 1.012| 1.012| .980| .954

Compensation of employees A475| 510 .565| .624( .656| .705( .692| .667| .685| .708| .678| .666| .690| .712| .749| .766| .755| .725| .691| .664
Indirect business tax and

nontax liability ............... .015| .014( .015| .016( .017| .019( .018| .017( .018| .019| .019| .018| .020| .022| .025| .026| .026( .024| .024| .023
Property-type income ........... 148|163 .150( .134| .155| .158| .177| .216| .190( .196| .211| .220| .227| .220| .209| .208| .231| .262| .265| .267
Nondurable goods ..........c......... S511| 535| 576 .634| .676| .705| .708| .730| .737| .785| .786| .838| .890| .937| .974| 1.000| 1.017| 1.029| 1.048| 1.078

Compensation of employees 325| .347| .361| 416 .433| .456| .448| .466| .466| .486| .473| .485| .508| .535| .561| .580| .597| .585| .574| .588
Indirect business tax and

nontax liability .................. .035| .035| .033| .037| .038| .039| .045| .045| .045| .049| .043| .042| .045| .049| .058| .060| .062| .059| .058| .060
Property-type income . . 151 .153| .182| .181| .204| .210| .214| .219| .226| .250| .271| .311| .338| .353| .355| .360| .359| .384| .416| .430

Transportation and public utilities 516| .557| 578 .629| .706| .772| .810| .848| .888| .934| .926| .947( .971| .981| .998| 1.000| 1.018| 1.025| 1.048| 1.060

Compensation of employees ... 264 .286| 309 .334| .362| .396| .385| .395| .413| .431| .423| .427| .439| .451| .448| .454| 455| 455( 466| 471
Indirect business tax and
nontax liability .054| .054| .053| .056| .060| .067| .074| .077| .082| .086| .084| .087| .091| .095| .099| .101| .101| .104| .104| .098
Property-type income 199 .218| .216| .239| .284| .308| .351| .376| .393| .417| .420| .433| .441| .435| .451| 445 .462| .467( 478 .490
Wholesale trade ........cccovrvererennn .708| .747| .799| .864|( .897| .891| .911| .922| .942| .881| .932| .978| .973| 1.019| 1.018| 1.000| 1.016( 1.043| 1.059| 1.047
Compensation of employees ... | .378| .407| .440| .493| .514| 527 .35 .523| .538| .507| .561| .579| .582| .618| .597| .588| .588| .579| .604| .587
Indirect business tax and
nontax liability 60| .160| .156| .158| .159| .159| .185| .189| .192| .182| .203| .216| .210| .224| .232| .227| .238| .248| .242| .235
Property-type income A170| .180| .203| .213| .224| .204| .191| .209| .212| .193| .167| .184| .180| .177| .189| .185| .191| .216| .214| .226
Retail trade .......ccoovvvverrrveenernenns 522| .553| .602| .657| .700| .743| .762| .779| .795| .788| .856| .854| .886| .922| .969| 1.000| 1.012| 1.024| 1.024| 1.030
Compensation of employees ... 316 .336| .372| 417 .438| .457| .454| 457 .462| .466| 515 .523| 534 .564| .590( .610| .609( .608| .615| .617
Indirect business tax and
nontax liability .080( .087| .096( .106| .111| .119| .123| .129| .134| .135| .150| .147| .155| .166| .175| .185| .188| .189( .193| .194

Property-type income A27| 130 .133| .134| .151| .166| .185| .192| .200( .187| .190| .184| .197| .192| 204 .206| .215| .226| .216| .219

Finance, insurance, and real

[ L 382| .417| .446| 485| .536| .575| .628| .662| .713| .785| .817| .834| .871| .923| .978| 1.000| 1.037| 1.059| 1.106| 1.151
Compensation of employees ... | .086| .093| .100| .110| .121| .134| .146| .154| .168| .191| .203| .209| .210| .221| .231| .242| .256| .259| .264| .278
Indirect business tax and
nontax liability .068| .067| .067| .072| .080| .089| .093| .098| .104( .112| .114| .112| .119| .127| .140| .142| .146| .148| .147| .151
Property-type income 228| 257 .279| .302| .334| .352| .388| .410| .441| .482| .500| .513| .541| .575| .607| .616| .636| .651| .695| .722
SEIVICES v 359| .388| .423| .465| .514| .563| .604| .641| .675| .714| .753| .799| .840| .896| .943| 1.000| 1.036| 1.075| 1.109| 1.146
Compensation of employees ... 236| .258| .286| .319( .357| .393| .422| .444| .465| .492| .529| .558| .589( .636| .673| .716| .749| .773| .810| .838
Indirect business tax and
nontax liability .009| .010{ .010{ .011| .012| .013| .015| .016| .017{ .019| .019| .020| .021| .022| .023| .025| .027| .028| .029| .029

Property-type income . A14| 1200 27| 135| .144| 157| .168| .181| .193| .204| .205| .221| .231| .239| .247| .259| .260| .274| .271| .279

NoTes.—Current-dollar cost per unit of real gross product originating (GPO) equals the GPO price index divided Estimates for 1977-86 are shown on the basis of the 1972 Standard Industrial Classification (SIC). Estimates
by 100. for 1987-96 are shown on the basis of the 1987 SIC.
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A Guide to the N1PA’S

By Eugene P. Seskin and Robert P. Parker

HIS GUIDE presents information on the
structure, definitions, presentation, and
methodologies that underlie the national income
and product accounts (n1pa’s). This information
is from the forthcoming publication National In-
come and Product Accounts of the United States,
1929—94 and includes the “Updated Summary
~nipa Methodologies” that was published in the
September 1997 issue of the Survey or Cur-
RENT Business. The information reflects the
changes that were introduced in the most recent
comprehensive and annual revisions of the n1pa’s.
The n1pA’s show the composition of production
and the distribution of incomes earned in pro-
duction. Thus, they represent a critical element
of the U.S. economic accounts, which are de-
signed to provide a consistent and comprehensive
picture of the Nation’s economy.

The first section of this article describes the def-
initions and classifications underlying the n1pa’s.
The second section discusses the presentation of
the n1pA’s, and the third section discusses the sta-
tistical conventions used for the n1pa estimates.
An appendix lists the principal source data and
methods used to prepare the estimates of gross
domestic product (cpp).

Definitions and Classifications
Underlying the ~1pa’s

NIPA entries

The major components of the nNipa’s are pres-
ented and defined below within the context
of the Summary National Income and Prod-
uct Accounts (see table A on page 28). The
five summary accounts show the composition of
production and the distribution of the incomes
earned in production. In these accounts, produc-
tion consists of the goods, services, and structures
that are produced in the current period. Pro-
duction, or “current production,” and its related
incomes do not include gains or losses from the
sale of nonproduced assets, such as land, or of
financial assets, such as stocks and bonds. In

addition, production does not include gains or
losses from holding goods in inventories.

The first summary account is the National
Income and Product Account: The right side
shows Gpp as measured by the sum of goods
and services produced in the United States and
sold to final users, and the left side shows Gpp
as measured by the incomes earned in produc-
tion (gross domestic income) and the “statistical
discrepancy” between the two measures. Each
of the components in this summary account can
be mapped to one of the other summary ac-
counts and can, in turn, be mapped to one or
more of the 142 tables that make up the full
set of ~ipa tables. This system of integrated,
double-entry accounts provides a comprehensive
and unduplicated measure of economic activity
within a consistently defined framework." Thus,
the ~i1pa’s—together with the industry, wealth,
and regional accounts—can be used to trace
the principal economic flows among the major
sectors of the economy.

Within the summary accounts, each entry has a
counterentry, generally in another account. The
parenthetical numbers that follow an entry in ta-
ble A identify the counterentry by account and
line number. Except for the major income and
product aggregates, the entries are usually de-
fined in the sequence in which they appear in the
five-account summary.

The definition of a component is not re-
peated for the counterentry, but a cross-reference
is made to the first appearance of the defini-
tion. After the components in the five-account-
summary are defined, the following other def-
initions are presented: Final sales of domestic
product, gross domestic purchases, final sales to
domestic purchasers, population, personal saving
as a percentage of disposable personal income,
gross saving as a percentage of gross national

1. For more information on the concepts underlying the accounts, see
Allan H. Young and Helen Stone Tice, An Introduction to National Economic
Accounting, ~ipa Methodology Paper No. 1 (1985); and Carol S. Carson,
anpe: An Overview of Source Data and Estimating Methods, n1pa Methodology
Paper No. 4 (1987). For information on the availability of these papers, see
the box “Information About nipa Methodology.”
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product, U.S. residents, foreign residents, and the
rest of the world.

Major aggregates

Gross domestic product (eop), the featured meas-
ure of U.S. output, is the market value of the
goods and services produced by labor and property
located in the United States. Because the labor
and property are located in the United States,
the suppliers (that is, the workers and, for prop-
erty, the owners) may be either U.S. residents or
residents of the rest of the world.

Gross domestic income (ep1) (1—34) measures
output as the costs incurred and the incomes
earned in the production of gor. In theory, cpp
should equal cp1, but in practice, they differ
because their components are estimated using

largely independent and less-than-perfect source
data. This difference is termed the “statistical
discrepancy” (see page 34).

Gross national product (ene) is the market
value of the goods and services produced by labor
and property supplied by U.S. residents. Because
the labor and property are supplied by U.S. res-
idents (see page 36), they may be located either
in the United States or abroad. The difference
between cpp and enp is net receipts of factor
income from the rest of the world. These net
receipts represent income from the goods and
services produced abroad using the labor and
property supplied by U.S. residents less payments
to the rest of the world for the goods and services

Text continues on page 3o.

As part of each comprehensive and annual revision
of the nipa’s, BEA publishes a summary description of
the principal source data and methods used to prepare
the current-dollar and real estimates of gross domes-
tic product. The most recent “Updated Summary nipa
Methodologies” was published in the September 1997 is-
sue of the Survey or CurrenT Busingess and is reprinted
as an appendix in this article.

Bea has also prepared a series of papers that dis-
cuss the concepts that underlie the nipa’s and that
present detailed descriptions of the methodologies used
to prepare the ~ipa estimates. Note, however, that
the methodologies described in these papers are subject
to periodic improvements, usually as part of the an-
nual and comprehensive revisions of the nipa estimates.
These improvements—which consist of changes in def-
initions and in source data, the incorporation of new
source data, and the use of new estimating methods—
are described in the Survey. For example, two major
improvements were the shift to gross domestic prod-
uct as the featured measure of U.S. production and
the introduction of a new treatment of government
investment.”

Copies of the following methodology papers are avail-
able from the National Technical Information Service
(NT18).

e An Introduction to National Economic Accounting,
Methodology Paper No. 1 (1985)—NTIs accession no.
PB85—247567, $12.50

1. For information on the methodology used to prepare the na-
tional estimates of personal income, which provide the basis for the
State estimates of personal income, see State Personal Income, 1959-93
(Washington, pc: U.S. Government Printing Office, 1995).

2. See “Gross Domestic Product as a Measure of U.S. Production,”
Survey 71 (August 1991): 8; and “Preview of the Comprehensive Re-
vision of the National Income and Product Accounts: Recognition of
Government Investment and Incorporation of a New Methodology for
Calculating Depreciation,” Survey 75 (September 1995): 33—41.

Information About n1pa Methodology

e Corporate Profits: Profits Before Tax, Profits Tax
Liability, and Dividends, Methodology Paper No. 2
(1985)—NT1s accession NO. PB85—245397, $27.00

e Foreign Transactions, Methodology Paper No. 3
(1987)—nTI1s accession No. PB88—100649, $27.00

e onp. An Overview of Source Data and Estimating
Methods, Methodology Paper No. 4 (1987)—~r1s acces-
sion NO. PB88—134838, $24.50

¢ Government Transactions, Methodology Paper No. 5
(1988)—nr1s accession NO. PB90—118480, $31.50

e Personal Consumption Expenditures, Methodology
Paper No. 6 (1990)—NTIs accession No. PB9O—254244,
$27.00

The results of the most recent comprehensive and an-
nual revisions are published in the following Survey
articles.

e “Annual Revision of the National Income and Prod-
uct Accounts: Annual Estimates, 1993—96, and Quarterly
Estimates 1993:1-1997:1” (August 1997)

e “Preview of the Comprehensive Revision of the
National Income and Product Accounts: Bea’s New Fea-
tured Measures of Output and Prices” (July 1995)

¢ “Preview of the Comprehensive Revision of the Na-
tional Income and Product Accounts: Recognition of
Government Investment and Incorporation of a New
Methodology for Calculating Depreciation” (September
1995)

e “Preview of the Comprehensive Revision of the
National Income and Product Accounts: New and Re-
designed Tables” (October 1995)

e “Improved Estimates of the National Income and
Product Accounts: Results of the Comprehensive Revi-
sion” (January/February 1996)

¢ “Completion of the Comprehensive Revision of the
National Income and Product Accounts, 1929—96” (May
1997)

The methodological information on the nipa’s is also
available on Bea’s Web site at <http://www.bea.doc.gov>.
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Table A—Summary National Income and Product Accounts, 1996
[Billions of dollars]

Line || Line |
Account 1.—National Income and Product Account
1 | Compensation Of eMPIOYEES ........ccocvvcrreiircirereiserseseseseeisienas 4,426.9 || 36 | Personal consumption expenditures (2=3) .........ccceovrmrerrernemneenenennennes 5,207.6
2 Wage and salary accruals ... 3,633.6 || 37 Durable goods .......ccccceeveinieneiniiniinees 634.5
3 Dishursements (2-7) 3,632.5 || 38 Nondurable goods 1,534.7
4 Wage accruals less disbursements ( 1.1 1] 39 SEIVICES ouiriiiiiieisisesiesiee bbb 3,038.4
5 Supplements to wages and Salaries ... 793.3
6 Employer contributions for social insurance (3-16) . . 385.7 || 40 | Gross private domestic INVESIMENt (5=1) ..c.oovvrvreeereieereirereeeeeeeens 1,116.5
7 Other [abor iNCOME (2-8) ....cvvvercrererereeessee s 407.6 || 41 Fixed investment ..........ccocovevereenee 1,090.7
42 Nonresidential . 781.4
8 | Proprietors’ income with inventory valuation and capital consumption 520.3 || 43 Structures ................ 2152
adjustments (2-9). 44 Producers’ durable equipment 566.2
45 Residential ........cccooveiirreieennn. . 309.2
9 | Rental income of persons with capital consumption adjustment 146.3 || 46 Change in business iNVENOES .........ccvveernrrnrrnrenenereieieeeeseeseeeenns 25.9
(2-10)
47 | Net exports of go0ods and SEIVICES .......cccvrrrreieereereieieiseeseieieines -94.8
10 | Corporate profits with inventory valuation and capital consumption 735.9 || 48 EXPOMS (4=1) oo 870.9
adjustments. 49 IMPOIS (4=4) oo 965.7
11 Corporate profits with inventory valuation adjustment ...........c..cc..... 674.1
12 Profits before tax .....cceerenennnnnenenessieninnens 676.6 || 50 | Government consumption expenditures and gross investment (3-1 1,406.7
13 Profits tax liability (3-13) . 229.0 and 5-2).
14 Profits after tax ............ 4476 || 51 FRUBTA ..o 520.0
15 Dividends (2-12) . 304.8 || 52 National defense . 352.8
16 Undistributed profits ... 142.8 || 53 Nondefense ... 167.3
17 Inventory valuation adjustmen . -2.5 || 54 State and 10Cal ..o 886.7
18 Capital consumption adjustment ..........ccoceeeernrmernereineeneernnines 61.8
19 | Net iNterest (2=15) ..t 425.1
20 | National income ........... 6,254.5
21 | Business transfer payments . 33.6
22 To persons (2-19) ............ 26.0
23 To the rest of the world (4- 7.6
24 | Indirect business tax and nontax liability (3-14) 604.8
25 | Less: Subsidies less current surplus of government enterprises (3-7) 254
26 | Consumption of fixed capital (5=7) ....ccccoervrrrernrrrcnernrrerereseeceens 830.1
27 Private (5-8) .....ccccovvunen. 682.7
28 Government (5-9) ..... 1474
29 General government (5-10) ... 125.1
30 Government enterprises (5-11) 223
31 | Gross national INCOME ... 7,697.6
32 | Less: Receipts of factor income from the rest of the world (4-2) ....... 234.3
33 | Plus: Payments of factor income to the rest of the world (4-5) .......... 232.6
34 | Gross domeStIC INCOME ... 7,695.9
35 | Statistical diSCrepancy (5=14) .....occoverernirrerneenninenererneesseeeesenes -59.9
GROSS DOMESTIC PRODUCT ....ccvoerrermrmrerierssenssessesssssseesssseons 7,636.0 GROSS DOMESTIC PRODUCT ....oovvieererimemreesenseenseesseesssssenssnns 7,636.0
Account 2.—Personal Income and Outlay Account
1 | Personal tax and nontax payments (3-12) .......c.ccocovrerernenernenenenenns 886.9 || 7 Wage and salary dishbursements (1-3) .......ccoovrvrvrernneneneencnenens 3,632.5
2 | Personal OULIAYS ......cvceeurerirririieiieieieieie s seenees 5,368.8 || 8 Other 1abor iNCOME (17) ..ucuieieierirreeeieeeee e 407.6
3 Personal consumption expenditures (1-36) 5,207.6
4 Interest paid by persons (2-17) 1452 (| 9 Proprietors’ income with inventory valuation and capital consumption 520.3
5 Personal transfer payments to the rest of the world (net) (4-7) ..... 15.9 adjustments (1-8).
6 | Personal SaviNg (5=4) ...covrriieieeeie s 239.6 || 10 | Rental income of persons with capital consumption adjustment (1-9) 146.3
11 | Personal dividend income 291.2
12 Dividends (1-15) ..ovevvevvvveneeeerieenieennns 304.8
13 Less: Dividends received by governmen 13.6
14 | Personal interest income . 735.7
15 Net interest (1-19) ....cocoververerrnen. 425.1
16 Net interest paid by government (3-5) . § 165.4
17 Interest paid by Persons (2—4) ... 145.2
18 | Transfer payments t0 PEISONS .........cveeereerinrirermneereesersssserinesessneeseees 1,068.0
19 From business (1-22) ..... .
20 From government (3-3)
21 | Less: Personal contributions for social insurance (3-17) .......cccoueeun. 306.3
PERSONAL TAXES, OUTLAYS, AND SAVING ......ccccomvvvrmrernmrernrernenns 6,495.2 PERSONAL INCOME .....ovvvrrierrirrieesneessnssssessssssssssssssssessssssesssssens 6,495.2

See note at end of table.
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Table A.—Summary National Income and Product Accounts, 1996—Continued
[Billions of dollars]
Line || Line |
Account 3.—Government Receipts and Expenditures Account
1 | Consumption expenditures (1-50) .......ccoerererrerrerreenieneeneineseiseissisenenns 1,182.4 || 12 | Personal tax and nontax payments (2-=1) .......ccccocvrerererrmreerernerneeneen: 886.9
2 | Transfer PAYMENLS ..ot ses 1,058.3 || 13 | Corporate profits tax liability (1-13) ......ccccoorrrrmrninirririeerereieieeeene 229.0
3 To persons (2=20) ........ccvvvervenenen. 1,042.0
4 To the rest of the world (Net) (4-8) .....ocovvrererrerrenirenrsieisereis 16.3 || 14 | Indirect business tax and nontax liability (1-24) ......cccocvevvrererernennes 604.8
5 | Net interest paid (2=16) ..o 165.4 || 15 | Contributions for social iNSUIANCE ........cccvrrrrririnieieieereieie e 692.0
16 Employer (1-6) 385.7
6 | Less: Dividends received by government (2-13) ........ccocovmevevinrnninns 136 || 17 Personal (2-21) 306.3
7 | Subsidies less current surplus of government enterprises (1-25) ....... 25.4
8 | Less: Wage accruals less disbursements (1-4) .......cccoccovvvrerinirinnens 0
9 | Current surplus or deficit (-), national income and product accounts -51
10 -110.5
11 105.3
2,412.7 GOVERNMENT RECEIPTS ....cvviiirireerinesneesesisesisesssssesesssesnens 2,412.7
Account 4.—Foreign Transactions Account
1 | Exports of goods and Services (1-48) .......cocvrereniniiniininirnensininenns 8709 || 4 Imports of goods and Services (1-49) ... 965.7
2 | Receipts of factor incOme (1-32) ......ccovvvrrirerincrrineinesensseniseseniees 2343 || 5 Payments of factor income (1-33) ......cccoverrinirierncrrenesenne 232.6
3 | Capital grants received by the United States (net) (5-13) .....c.cccrvvenee 0 6 Transfer payments to the rest of the world (net) .......c.ccocovevevercnenns 39.8
7 From persons (net) (2-5) ..ccccvvrvreererereenes 15.9
8 From government (net) (3-4) 16.3
9 From DUSINESS (1-23) ...cvevrerereireireieineisesessisessesssesisse e 7.6
10 | Net foreign inVeStMENt (5-3) ....cccvrirrminiirereieeeeieieeeee s -132.9
RECEIPTS FROM THE REST OF THE WORLD ......cccccovvvnevrviirrinnne 1,105.1 PAYMENTS TO THE REST OF THE WORLD ...c.ovvvrveerrererirereneenn. 1,105.1
Account 5.—Gross Saving and Investment Account
1 | Gross private domestic investment (1-40) .......ccccoorerrmereneerninirinnins 1,116.5 || 4 Personal Saving (2-6) ......cccovireriniriieneinnrese e 239.6
2 | Gross government investment (1-50) .......ccooeereererneeneeneeneeneenesnissnennenes 2243 || 5 Wage accruals less disbursements (private) (1-4) .....cccooeoneveverenennens 11
3 | Net foreign investment (4=10) ..o -132.9 [| 6 Undistributed corporate profits with inventory valuation and capital 202.1
consumption adjustments.
7 Consumption of fixed capital (1-26) .......ccovervrrrrrnmeererrerereneenes 830.1
8 Private (1-27) ..cccoovveveenee 682.7
9 Government (1-28) ......... 1474
10 General government (1-29) .. 125.1
11 Government enterprises (1-30) ....c.orrrrrrrnrneeeneiereieeeeneiens 22.3
12 | Government current surplus or deficit (-), national income and prod- -5.1
uct accounts (3-9).
13 | Capital grants received by the United States (net) (4-3) ......ccccoeeuneen. 0
14 | Statistical diSCrepancy (1-35) ......cccoveverereriririneeneinisnererenesssiseeseeeees -59.9
GROSS INVESTMENT ....covvvirireirerieriseeseesesssesssesssesssessssssessssenns 1,207.9 GROSS SAVING AND STATISTICAL DISCREPANCY .......ccccconuvens 1,207.9

NoTe.—Numbers in parentheses indicate accounts and items of counterentry in the accounts. For
example, line 3 of account 1 is shown as “Dishursements (2-7)"; the counterentry is shown in ac-

count 2, line 7.
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Text continues from page 2;.

produced in the United States using the labor and
property supplied by foreign residents. Factor
incomes are measured as compensation of em-
ployees, corporate profits (dividends, earnings of
unincorporated affiliates, and reinvested earnings
of incorporated affiliates), and interest.

Gross national income (Gn1) (1-31) is the costs
incurred and the incomes earned in the pro-
duction of gnp. Gnr is the sum of (1) factor
incomes—compensation of employees, propri-
etors’ income, rental income of persons, corpo-
rate profits, and net interest; (2) three nonfac-
tor charges—business transfer payments, indi-
rect business taxes, and the current surplus of
government enterprises less government subsidy
payments; and (3) consumption of fixed capi-
tal (crc), which is the fixed capital “used up”
in the production process during the accounting
period. on1 and G also differ by the statistical
discrepancy.

Net domestic product (xpe) is the net market
value of the goods and services attributable to
labor and property located in the United States
and is equal to Gop less crc.

Net national product (nnp) is the net market
value of goods and services attributable to the
labor and property supplied by U.S. residents and
is equal to gnp less crc. The measure of crc used
for both npp and nwe relates only to fixed capital
located in the United States. Investment in the
capital is measured by private fixed investment
and government gross investment.

National income (1—20) is the sum of the factor
incomes. It is a net factor-cost measure (net of
crc) equal to the income that originates in the
production of goods and services from labor and
property supplied by U.S. residents.

Domestic income, also a net factor-cost meas-
ure, is the income that originates in the produc-
tion of goods and services attributable to labor
and property located in the United States.

Personal income is the income received by
persons from all sources—that is, from partic-
ipation in production, from both government
and business transfer payments, and from gov-
ernment interest (which is treated like a transfer
payment).  “Persons” consists of individuals,
nonprofit institutions that primarily serve indi-
viduals, private noninsured welfare funds, and
private trust funds. Personal income is calculated
as the sum of wage and salary disbursements,
other labor income, proprietors’ income with

inventory valuation and capital consumption ad-
justments, rental income of persons with capital
consumption adjustment, personal dividend in-
come, personal interest income, and transfer
payments to persons, less personal contributions
for social insurance.

Disposable personal income is personal income
less personal tax and nontax payments. It is
the income available to persons for spending or
saving.

National income and product account

GpP iS measured as the sum of personal con-
sumption expenditures, gross private domestic
investment (including change in business in-
ventories and before deduction of charges for
crc), het exports of goods and services (exports
less imports), and government consumption ex-
penditures and gross investment. Gop excludes
intermediate purchases of goods and services by
business.

Personal consumption expenditures (1-36) IS
goods and services purchased by persons resident
in the United States. Personal consumption ex-
penditures (pce) consists mainly of purchases of
new goods and of services by individuals from
business. In addition, pck includes purchases
of new goods and of services by nonprofit insti-
tutions (including compensation of employees),
net purchases of used goods by individuals and
nonprofit institutions, and purchases abroad of
goods and services by U.S. residents.” pce also
includes purchases for certain goods and services
provided by government agencies—primarily tu-
ition payments for higher education, charges for
medical care, and charges for water and sanitary
services. Finally, pce includes imputed purchases
that keep pce invariant to changes in the way that
certain activities are carried out—for example,
whether housing is rented or owned, whether fi-
nancial services are explicitly charged, or whether
employees are paid in cash or in kind.

The following conventions are used to clas-
sify each pce commodity: Durable goods (1-37)
are commodities that can be stored or invento-
ried and that have an average life of at least 3
years; nondurable goods (1—38) are all other com-
modities that can be stored or inventoried; and
services (1—39) are commodities that cannot be
stored and that are consumed at the place and
time of purchase.

2. Purchases of fixed assets, including residential structures by individuals
and by nonprofit institutions that primarily serve individuals, are classified
as gross private domestic investment.
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Gross private domestic investment (1—40) con-
sists of fixed investment (1—41) and change in
business inventories (1—46). Fixed investment
consists of both nonresidential (1—42) fixed invest-
ment and residential (1—45) fixed investment. It
consists of purchases of fixed assets, which are
commodities that will be used in a production
process for more than 1 year, including replace-
ments and additions to the capital stock, and it
is measured before a deduction for consumption
of fixed capital. It covers all investment by pri-
vate businesses and by nonprofit institutions in
the United States, regardless of whether the in-
vestment is owned by U.S. residents. (Purchases
of the same types of equipment and structures by
government agencies are included in government
gross investment.) It excludes investment by U.S.
residents in other countries. Nonresidential fixed
investment consists of both structures (1-43) and
producers’ durable equipment (ppE) (1—44).

Nonresidential structures consists of new con-
struction, brokers’ commissions on sales of struc-
tures, and net purchases of used structures by
private business and by nonprofit institutions
from government agencies. New construction
also includes hotels and motels and mining
exploration, shafts, and wells.

Nonresidential ppe consists of private business
purchases on capital account of new machin-
ery, equipment such as furniture, and vehicles
(except for personal-use portions of equipment
purchased for both business and personal use,
which are included in pce), dealers’ margins on
sales of used equipment, and net purchases of
used equipment from government agencies, from
persons, and from the rest of the world.

Residential fixed investment consists of private
structures and of residential ppe—equipment
owned by landlords and rented to tenants. In-
vestment in structures consists of new units,
improvements to existing units, mobile homes,
brokers’ commissions on the sale of residential
property, and net purchases of used structures
from government agencies.

Change in business inventories (1—46) is the
change in the physical volume of goods pur-
chased by private business for use in the produc-
tion of other commodities or for resale, valued
in average prices of the period. It differs from
the change in the book value of inventories re-
ported by most business; the difference is the
inventory valuation adjustment (described on the
next page).

Net exports of goods and services (1—47) is ex-
ports (1—48) less imports (1—49) of goods and

services. Receipts and payments of factor income
and transfer payments to the rest of the world
(net) are excluded.

Government consumption expenditures and gross
investment (1—s0) consists of net purchases of
goods, services, and structures from business
and from the rest of the world by general gov-
ernment; payments by general government to
households in the form of compensation of em-
ployees; the consumption of general government
fixed capital, which represents the value of the
current services of fixed assets of general govern-
ment; net purchases of fixed assets by government
enterprises; inventory change of government
enterprises; and a deduction for general gov-
ernment sales—primarily tuition payments for
higher education and charges for medical care.
Of this total, gross investment is net purchases
of new and used structures and equipment by
general government and government enterprises;
all other transactions are consumption expend-
itures. Government consumption expenditures
and gross investment excludes purchases by gov-
ernment enterprises (except for fixed assets),
transfer payments, interest paid or received by
government, subsidies, and transactions in finan-
cial assets and in nonproduced assets, such as
land.

Compensation of employees (1—1) is the income
accruing to employees as remuneration for their
work. It is the sum of wage and salary accruals
and of supplements to wages and salaries.

Wage and salary accruals (1—2) consists of the
monetary remuneration of employees, including
the compensation of corporate officers; com-
missions, tips, and bonuses; voluntary employee
contributions to certain deferred compensation
plans, such as 401(k) plans; and receipts in kind
that represent income. Wage and salary accruals
consists of disbursements (1—3) and wage accruals
less disbursements (1—4). Disbursements is wages
and salaries as just defined except that retroactive
wage payments are recorded when paid rather
than when earned. Accruals less disbursements
is the difference between wages earned, or ac-
crued, and wages paid, or disbursed. In the
NTIPA’S, Wages accrued is the appropriate measure
for national income, and wages disbursed is the
appropriate measure for personal income.

Supplements to wages and salaries (1—5) consists
of employer contributions for social insurance
and other labor income. Employer contribu-
tions for social insurance (1-6) consists of em-
ployer payments under the following Federal and
State and local government programs: Old-age,
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survivors, and disability insurance (social secu-
rity); hospital insurance; unemployment insur-
ance; railroad retirement; government employee
retirement; pension benefit guaranty; veterans
life insurance; publicly administered workers’
compensation; military medical insurance; and
temporary disability insurance. Other labor in-
come (1—7) consists of employer payments (in-
cluding payments in kind) to private pension
and profit-sharing plans, private group health
and life insurance plans, privately administered
workers’ compensation plans, supplemental un-
employment benefit plans, corporate directors’
fees, and several minor categories of employee
compensation, including judicial fees to jurors
and witnesses, compensation of prison inmates,
and marriage fees to justices of the peace.

Proprietors’ income with inventory valuation
and capital consumption adjustments (1-8) is the
current-production income (including income in
kind) of sole proprietorships and partnerships
and of tax-exempt cooperatives. The imputed
net rental income of owner-occupants of farm
dwellings is included; the imputed net rental in-
come of owner-occupants of nonfarm dwellings
is included in rental income of persons (described
below). Proprietors’ income excludes dividends
and monetary interest received by nonfinancial
business and rental incomes received by persons
not primarily engaged in the real estate busi-
ness; these incomes are included in dividends,
net interest, and rental income of persons. (See
“inventory valuation adjustment” and “capital
consumption adjustment.”)

Rental income of persons with capital con-
sumption adjustment (1—9) is the net current-
production income of persons from the rental of
real property except for the income of persons
primarily engaged in the real estate business; the
imputed net rental income of owner-occupants
of nonfarm dwellings; and the royalties received
by persons from patents, copyrights, and rights
to natural resources. (See “capital consumption
adjustment.”)

Corporate profits with inventory valuation and
capital consumption adjustments (1-10) is the
net current-production income of organizations
treated as corporations in the ~tpa’s. These or-
ganizations consist of all entities required to file
Federal corporate tax returns, including mutual
financial institutions and cooperatives subject to
Federal income tax; private noninsured pension
funds; nonprofit institutions that primarily serve
business; Federal Reserve banks; and federally
sponsored credit agencies. With several differ-

ences, this income is measured as receipts less
expenses as defined in Federal tax law. Among
these differences: Receipts exclude capital gains
and dividends received, expenses exclude deple-
tion and capital losses and losses resulting from
bad debts, inventory withdrawals are valued at
replacement cost, and depreciation is on a consis-
tent accounting basis and is valued at replacement
cost using depreciation profiles based on empir-
ical evidence on used-asset prices that generally
suggest a geometric pattern of price declines.
Because national income is defined as the in-
come of U.S. residents, its profits component
includes income earned abroad by U.S. corpora-
tions and excludes income earned in the United
States by the rest of the world. (See “inventory
valuation adjustment” and “capital consumption
adjustment.”)

Profits before tax (1-12) is the income of
organizations treated as corporations in the
NIPA'S except that it reflects the inventory- and
depreciation-accounting practices used for Fed-
eral income tax returns. It consists of profits tax
liability, dividends, and undistributed corporate
profits.

Profits tax liability (1—13) is the sum of Federal,
State, and local income taxes on all income sub-
ject to taxes; this income includes capital gains
and other income excluded from profits before
tax. The taxes are measured on an accrual basis,
net of applicable tax credits.

Profits after tax (1—14) is profits before tax less
profits tax liability. It consists of dividends and
undistributed corporate profits. Dividends (1-15)
is payments in cash or other assets, excluding the
corporations’ own stock, that are made by corpo-
rations located in the United States and abroad
to stockholders who are U.S. residents. The pay-
ments are measured net of dividends received
by U.S. corporations. Dividends paid to State
and local government social insurance funds and
general government are included. Undistributed
profits (1-16) is corporate profits after tax less
dividends.

Inventory valuation adjustment (1va) (1—17) for
corporations is the difference between the cost
of inventory withdrawals as valued in the source
data used to determine profits before tax and the
cost of withdrawals valued at replacement cost.
It is needed because inventories as reported in
the source data are often charged to cost of sales
(that is, withdrawn) at their acquisition (histor-
ical) cost rather than at their replacement cost
(the concept underlying the nNipa’s). As prices
change, companies that value inventory with-
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drawals at acquisition cost may realize profits
or losses. Inventory profits, a capital-gains-like
element in profits, result from an increase in
inventory prices, and inventory losses, a capital-
loss-like element in profits, result from a decrease
in inventory prices. In the N1pa’s, inventory prof-
its or losses are shown as adjustments to business
income (corporate profits and nonfarm propri-
etors’ income); they are shown as the rva with the
sign reversed. No adjustment is needed to farm
proprietors’ income because farm inventories are
measured on a current-market-cost basis.

Net interest (1—19) is the interest paid by pri-
vate business less the interest received by private
business, plus the interest received from the rest
of the world less the interest paid to the rest of
the world. Interest payments on mortgage and
home improvement loans and on home equity
loans are counted as interest paid by business be-
cause home ownership is treated as a business in
the ~1pa’s. In addition to monetary interest, net
interest includes imputed interest, which is paid
by corporate financial business and is measured
as the difference between the property income
received on depositors’ or policyholders’ funds
and the amount of property income paid out
explicitly. The imputed interest paid by life in-
surance carriers and noninsured pension plans
attributes their investment income to persons in
the period it is earned. The imputed interest pay-
ments by financial intermediaries other than life
insurance carriers and private noninsured pen-
sion plans to persons, governments, and to the
rest of the world have imputed service charges
as counterentries in Gop and in net receipts of
factor income from the rest of the world; they
are included in personal consumption expendi-
tures, in government consumption expenditures
and gross investment, and in exports of goods
and services, respectively.

Business transfer payments (1—21) consists of
payments to persons (1—22) and to the rest of the
world (1—23) by private business for which no
current services are performed. Business transfer
payments to persons consists primarily of liabil-
ity payments for personal injury and of corporate
gifts to nonprofit institutions. Business transfer
payments to the rest of the world is nonresi-
dent taxes—taxes paid by domestic corporations
to foreign governments.

Indirect business tax and nontax liability (1—24)
consists of (1) tax liabilities that are chargeable to
business expense in the calculation of profit-type
incomes and (2) certain other business liabilities
to general government agencies that are treated

like taxes. Indirect business taxes includes taxes
on sales, property, and production. Employer
contributions for social insurance are not in-
cluded. Taxes on corporate incomes are not
included; these taxes cannot be calculated until
profits are known, and in that sense, they are
not a business expense. Nontaxes includes reg-
ulatory and inspection fees, special assessments,
fines and forfeitures, rents and royalties, and do-
nations. Nontaxes generally excludes business
purchases from general government agencies of
goods and services that are similar to those pro-
vided by the private sector. Government receipts
from the sales of such products are netted against
government consumption expenditures.

Subsidies less current surplus of government en-
terprises (1—25). Subsidies is the monetary grants
paid by government agencies to private busi-
ness and to government enterprises at another
level of government. The current surplus of
government enterprises is their current operating
revenue and subsidies received from other lev-
els of government less their current expenses.
In the calculation of their current surplus, no
deduction is made for net interest paid. The
current surplus of government enterprises is not
counted as a profit-type income, and therefore,
it is not counted as a factor charge. Subsidies
and current surplus are shown as a combined
entry because deficits incurred by some govern-
ment enterprises may result from selling goods to
business at below-market prices in lieu of giving
them subsidies.

Consumption of fixed capital (1—26) is a charge
for the using up of private and government
fixed capital located in the United States. It is
based on studies of prices of used equipment
and structures in resale markets. For gen-
eral government and for nonprofit institutions
that primarily serve individuals, it is recorded
in government consumption expenditures and
in personal consumption expenditures, respec-
tively, as the value of the current services of
the fixed capital assets owned and used by these
entities. Private capital consumption allowances
consists of tax-return-based depreciation charges
for corporations and nonfarm proprietorships
and of historical-cost depreciation (calculated
by BEA using a geometric pattern of price de-
clines) for farm proprietorships, rental income
of persons, and nonprofit institutions. Private
capital consumption adjustment is the difference
between private capital consumption allowances
and private consumption of fixed capital.
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Receipts of factor income from the rest of the
world (1—32) consists of receipts by U.S. resi-
dents of interest and dividends, of reinvested
earnings of foreign affiliates of U.S. corporations,
and of compensation paid to U.S. residents by
foreigners.

Payments of factor income to the rest of the
world (1—33) consists of payments to foreign res-
idents of interest and dividends, of reinvested
earnings of U.S. affiliates of foreign corporations,
and of compensation paid to foreigners by U.S.
residents.

Statistical discrepancy (1—35) is Gpp less Gpr or
GNP less g1, It is recorded in the npa’s as an “in-
come” component that reconciles the income and
product sides of the accounts. As noted above, it
arises because the two sides are estimated using
independent and imperfect data.’

Personal income and outlay account

Personal income is the sum of wage and
salary disbursements, other labor income, pro-
prietors’ income with inventory valuation and
capital consumption adjustments, rental income
of persons with capital consumption adjustment,
personal dividend income, personal interest in-
come, and transfer payments to persons, less
personal contributions for social insurance.

Wage and salary disbursements (see 1-3).

Other labor income (see 1—7).

Proprietors’ income with inventory valuation and
capital consumption adjustments (see 1-8).

Rental income of persons with capital consump-
tion adjustment (see 1-9).

Personal dividend income (2—11) is the dividend
income of persons from all sources. It equals net
dividends paid by corporations (see 1—15) less div-
idends received by government (2—13). Dividends
received by government consists of dividends re-
ceived by State and local governments, primarily
by their retirement systems.

Personal interest income (2—14) is the interest
income (monetary and imputed) of persons from
all sources. It equals net interest (see 1-19) plus
net interest paid by government (2-16) plus interest
paid by persons (2—17). The last item consists of
all interest paid by individuals except mortgage
interest, which is reflected in net rental income
of persons.

Transfer payments to persons is income pay-
ments to persons for which no current services

3. For additional details, see the box “The Statistical Discrepancy,” in
Robert P. Parker and Eugene P. Seskin, “Annual Revision of the National
Income and Product Accounts,” Survey or CURRENT BusiNgss 77 (August
1997): 19.

are performed. It consists of business transfer
payments to persons (see 1—22) and government
transfer payments (2—20). Government transfer
payments includes benefits from the following
social insurance funds: Old-age, survivors, and
disability insurance (social security); hospital
insurance; supplementary medical insurance; un-
employment insurance; government employee
retirement; railroad retirement; pension bene-
fit guaranty; veterans life insurance; workers’
compensation; military medical insurance; and
temporary disability insurance.  Government
transfer payments also includes benefits from cer-
tain other programs: Veterans benefits other than
life insurance, food stamps, black lung, supple-
mental security income, public assistance (in-
cluding medical care and family assistance), and
educational assistance. Government payments
to nonprofit institutions excluding payments for
work under research and development contracts
are also included.

Personal contributions for social insurance (2—21)
includes payments by employees, self-employed,
and other individuals who participate in the
following government programs: Old-age, sur-
vivors, and disability insurance (social security);
hospital insurance; supplementary medical in-
surance; unemployment insurance; government
employee retirement; railroad retirement; vet-
erans life insurance; and temporary disability
insurance.

Personal tax and nontax payments (2—1) is tax
payments (net of refunds) by U.S. residents that
are not chargeable to business expense and cer-
tain other personal payments to government
agencies (except government enterprises) that are
treated like taxes. Personal taxes includes taxes
on income, including realized net capital gains;
on transfers of estates and gifts; and on personal
property. Nontaxes includes donations and fees,
fines, and forfeitures. Personal contributions for
social insurance is not included. Taxes paid by
U.S. residents to foreign governments and taxes
paid by foreigners to the U.S. Government are
both included in transfer payments.

Personal outlays (2—2) is the sum of personal
consumption expenditures (see 1-36), interest
paid by persons (see 2—17), and personal transfer
payments to the rest of the world (net) (2—s). The
last item is personal remittances in cash and in
kind to the rest of the world less such remittances
from the rest of the world.

Personal saving (2—6) is personal income less
the sum of personal outlays and personal tax and
nontax payments. It is the current saving of
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individuals (including proprietors and partner-
ships), nonprofit institutions that primarily serve
individuals, life insurance carriers, private non-
insured welfare funds, and private trust funds.
Personal saving may also be viewed as the sum
of the net acquisition of financial assets (such
as cash and deposits, securities, and the change
in the net equity of individuals in life insurance
and in private noninsured pension plans) and
the change in physical assets less the sum of net
borrowing and of consumption of fixed capital.

Government receipts and expenditures account

Personal tax and nontax payments (see 2—1).

Corporate profits tax liability (see 1-13).

Indirect business tax and nontax liability (see
1-24).

Contributions for social insurance (see 1-6 and
2-21).

Consumption expenditures (see 1—50).

Transfer payments (3—2) is transfer payments to
persons (see 2—20) and transfer payments to the
rest of the world (net) (3—4). The latter consists of
U.S. Government military and nonmilitary grants
in cash and nonmilitary grants in kind to foreign
governments and of U.S. Government transfers,
mainly retirement benefits, to former residents of
the United States.

Net interest paid (3—5). Net interest paid by
government is interest paid by government to
persons, to business, and to the rest of the world
(that is, to foreign businesses, governments, and
persons) less interest received by government
from persons, from business, and from the rest
of the world. Interest paid consists of monetary
interest paid on public debt and other financial
obligations. Interest received consists of mone-
tary and imputed interest received on loans and
investments, including on the balances of State
and local government social insurance funds.

Dividends received by government (see 2—13).

Subsidies less current surplus of government
enterprises (see 1—25).

Wage accruals less disbursements (see 1—4).

Current surplus or deficit (-), national income
and product accounts (3—9) is the sum of govern-
ment receipts (lines 12, 13, 14, and 15 of account
3) less the sum of government expenditures (lines
1, 2, 5, 6, 7 and 8 of account 3). It may also be
viewed as the sum of net acquisition of financial
assets by general government and government
enterprises and net government purchases of
land and of rights to government-owned land
including oil resources, less net borrowing.

Foreign transactions account

Imports of goods and services (see 1-49).

Payments of factor income (see 1-33).

Transfer payments to the rest of the world (see
1-23, 2—5, and 3—4).

Net foreign investment (4—10) is U.S. exports of
goods and services, receipts of factor income, and
capital grants received by the United States (net)
(see below), less imports of goods and services
by the United States, payments of factor income,
and transfer payments to the rest of the world
(net). It may also be viewed as the acquisition of
foreign assets by U.S. residents less the acquisition
of U.S. assets by foreign residents. It includes the
statistical discrepancy in the balance of payments
accounts.

Exports of goods and services (see 1—43).

Receipts of factor income (see 1-32).

Capital grants received by the United States (net)
(4-3) is mainly the allocation of Special Drawing
Rights to the United States.

Gross saving and investment account

Personal saving (see 2—6).

Wage accruals less disbursements (see 1—4).

Undistributed corporate profits with inventory
valuation and capital consumption adjustments
(see 1-16, 1-17, and 1-18).

Consumption of fixed capital (see 1—26).

Government current surplus or deficit (-),
national income and product accounts (see 3—9).

Capital grants received by the United States (net)
(see 4-3).

Statistical discrepancy (see 1-35).

Gross private domestic investment (see 1—40).

Gross government investment (see 1-50).

Net foreign investment (see 4—10).

Other definitions

Final sales of domestic product is epp minus
change in business inventories; equivalently, it
is the sum of personal consumption expendi-
tures, gross private domestic fixed investment,
government consumption expenditures and gross
investment, and net exports of goods and
services.

Gross domestic purchases is the market value of
goods and services purchased by U.S. residents,
regardless of where those goods and services
were produced. It is gpp minus net exports
of goods and services, equivalently, it is the
sum of personal consumption expenditures, gross
private domestic investment, and government
consumption expenditures and gross investment.
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Final sales to domestic purchasers is gross
domestic purchases minus change in business
inventories.

Population is the total population of the United
States, including the Armed Forces overseas and
the institutionalized population. The monthly
estimate is the average of Census Bureau survey
estimates for the first of the month and the first
of the following month; the quarterly and annual
estimates are the averages of the relevant monthly
estimates.

Personal saving as a percentage of disposable
personal income (prr), frequently referred to as
“the personal saving rate,” is calculated on a
monthly, quarterly, and annual basis as the ratio
of personal saving to pri.

Gross saving as a percentage of gross national
product (enp), sometimes referred to as “the na-
tional saving rate,” is calculated on a quarterly
and annual basis as the ratio of gross saving—the
sum of gross private saving, gross government
saving, and capital grants received by the United
States (net)—to GNP

U.S. residents are individuals, governments,
business enterprises, trusts, associations, and
similar institutions that have the center of their
economic interest in the United States and that
reside or expect to reside in the United States for
1 year or more. (For example, business enter-
prises resident in the United States include U.S.
affiliates of foreign companies.) In addition, U.S.
residents include all U.S. citizens who reside out-
side the United States for less than 1 year and
U.S. citizens residing abroad for 1 year or more
who meet one of the following criteria: Owners
or employees of U.S. business enterprises who re-
side abroad to further the enterprises’ business
and who intend to return within a reasonable
period; U.S. Government civilian and military
employees and members of their immediate fam-
ilies; and students who attend foreign educational
institutions.

Foreign residents include international insti-
tutions located in the United States, foreign
nationals employed by their home Governments
in the United States, and foreign affiliates of U.S.
companies.

The rest of the world consists of foreign
residents who are transactors with U.S. residents.

Real output and related measures

The chain-type quantity and price indexes, in
combination with the current-dollar estimates,
provide users with the basic data series from
which all other analytical tables and presentations

of the ~ipa’s are derived. The chained (1992)
dollar estimates provide measures to calculate
the percent changes for gpe and its components
that are consistent with those calculated from
the chain-type quantity indexes. These estimates
also provide comparisons of levels over time and
reasonable approximations of the relative impor-
tance, and the contributions to growth in Gop,
of most components for the years close to 1992.
The chained (1992) dollar estimates are also used
to compute certain key aggregates, such as per
capita Goe.

Quantity and price indexes

Changes in current-dollar gpp measure changes
in the market value of the goods and services
produced in the economy in a particular period.
For many purposes, it is necessary to decompose
these changes into quantity changes and price
changes.

The changes in quantities and prices in the
N1pa’s are calculated using a Fisher formula that
incorporates weights from two adjacent periods.
For example, the 1992—93 change in real Gpp
uses prices for 1992 and 1993 as weights, and the
1992—93 change in prices uses quantities for 1992
and 1993 as weights.* These annual changes are
“chained” (multiplied) together to form time se-
ries of quantity and price. (For more details, see
the box “Basic Formulas for Calculating Chain-
Type Quantity and Price Indexes.”) Because the
Fisher formula allows for the effects of changes
in relative prices and in the composition of out-
put over time, the resulting quantity or price
changes are not affected by the substitution bias
associated with the fixed-weighted formula previ-
ously used to calculate changes in quantities and
prices.’ The Fisher formula also produces results
that are not affected by the choice of base periods.

4. Because the source data available for most components of Goe are
measured in dollars rather than in units, the quantities of most of the detailed
components used to calculate percent changes are obtained by deflation. For
deflation, quantities are approximated by real values (expressed at present
with 1992 as the base period) that are calculated by dividing the current-dollar
value of the component by its price index, where the price index uses 1992
as the base period.

Two other methods, quantity extrapolation and direct base-year valua-
tion, are also used to calculate the real values for a small number of the
most detailed cpr components. For quantity extrapolation, the real values
are obtained by extrapolating the base-year current-dollar estimates in both
directions from the base period (1992) by quantity indicators; for example,
the real values for mining exploration, shafts, and wells structures are extrap-
olated using oilwell footage drilled. For direct-base-year valuation, the real
values are obtained by multiplying base-year prices by quantity data for each
period; for example, the real values of natural gas inventories are calculated
using quantities and prices of natural gas stocks.

5. For a discussion of the advantages of the Fisher index, see Jack E.
Triplett, “Economic Theory and Bea’s Alternative Quantity and Price In-
dexes,” Survey 72 (April 1992): 49—52; and J. Steven Landefeld and Robert
P. Parker, “Bea’s Chain Indexes, Time Series, and Measures of Long-Term
Economic Growth,” Survey 77 (May 1997): 58—68.
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In addition, because the changes in quantities
and prices calculated in this way are symmetric,
the product of a quantity index and the corre-
sponding price index equals the current-dollar
index.°

Chain-type quantity and price indexes that cor-
respond to most of the current-dollar output,
product, and expenditure measures are presen-
ted in tables 71—714 and 717-7.20.” Percentage
changes from the preceding period for gpr and
its major components and for other aggregates
are presented in table 8.1. Contributions by major
components to changes in real gpp are presen-
ted in table 8.2, which is discussed in more detail
below.

Chained-dollar measures

BEA also prepares measures of real gop and its
components in a dollar-denominated form, des-
ignated “chained (1992) dollar estimates.” For
gpr and most other series, these estimates are
computed by multiplying the 1992 current-dollar
value by a corresponding quantity index num-
ber and then dividing by 100.® For example,
if a current-dollar cop component equaled s100
in 1992 and if real output for this component
increased 10 percent in 1993, then the chained
(1992) dollar value of this component would be
$110 ($100 X 1.10) iN 1993.

For analyses of changes over time in an aggre-
gate or in a component, the percentage changes
calculated from the chained-dollar estimates and
from the chain-type quantity indexes are the
same; any differences will be small and due to
rounding. However, because the relative prices

6. For the annual estimates of nipa aggregates that include the compo-
nents “change in business inventories” and “change in Commodity Credit
Corporation inventories,” this relationship does not hold exactly, because
of the price-data conventions used to calculate those components. In ad-
dition, for the quarterly estimates, all quarterly chain-type quantities and
prices are adjusted to average to the corresponding annual estimates. For
details on quarterly calculations, see the box “Basic Formulas for Calculating
Chain-Type Quantity and Price Indexes.”

7. Indexes are not presented for change in inventories, for net exports,
and for most of the “net” series in tables 7.5, 7.7, 711, 713, and 7.20. Indexes
for these series are not meaningful.

8. For change in business inventories (in tables 1.2, 1.4, 1.6, 5.3, 5.11, 8.5,
8.7, and 8.9), real values are calculated as the difference between end-of-period
and beginning-of-period chain-weighted stocks of inventories.

The following “real” series are calculated as the current-dollar value of the
series divided by an appropriate implicit price deflator: The chained-dollar
values of gross national income and gross domestic income (in table 1.10), of
command-basis exports of goods and services and receipts of factor income
(in table 1.11), of gross and net domestic product of nonfinancial corporate
business (in table 1.16), and of disposable personal income (in tables 2.1 and
2.9).
For the following series, real values are calculated as the sum of, or the
difference between, chained-dollar series: Net exports (in tables 1.2, 8.5, and
8.7); command-basis gross national product (in table 1.11), foreign travel and
other, net (in table 2.5); net foreign travel (in table 2.7); Federal consumption
expenditures for durable goods, for nondurable goods, and for Commodity
Credit Corporation inventory change (in table 3.8); net investment by major
type (in table 5.3); and Federal defense and nondefense net purchases of used
structures (in table 5.15).

used as weights for any period other than the
base period differ from those used for the base
period, the chained-dollar values for the detailed
Gpp components do not necessarily sum to the
chained-dollar estimate of cpp or to any inter-
mediate aggregate. A measure of the extent of
such differences is provided in most chained-
dollar tables by a “residual” line, which indicates
the difference between Gpp (or an other ma-
jor aggregate) and the sum of the most detailed
components in the table.

For periods close to the base year, when there
usually has not been much change in the relative
prices that are used as the weights for the chain-
type index, the residuals tend to be small, and
the chained (1992) dollar estimates can be used
to approximate the contributions to growth and
to aggregate the detailed estimates.

As one moves further from the base year, the
residual tends to become larger, and the chained-
dollar estimates become less useful for analyses
of contributions to growth. In general, the use
of chained-dollar estimates to calculate compo-
nent shares or component contributions to real
growth may be misleading for periods away from
the base year. In particular, for components for
which relative prices are changing rapidly, these
calculations may be misleading even just a few
years from the base year.

To assist users in making valid comparisons
across components for periods away from the
base year, several changes have been made in
the ni1pa tables. Table 8.2 provides an accurate
measure of the contributions of the major Gpp
components to the percentage change in real cpe
for all periods. This table should be used for
periods far from the base period, when the over-
all residual and the errors in contributions to
growth become quite large. This table uses exact
formulas for attributing growth to the compo-
nents of gpp and of other aggregates, but the
presentation is limited to the contributions to
changes from the preceding year or quarter and
to changes in the major components of gor. (For
details, see the box “Calculation of Component
Contributions to the Change in Gpr”)

For some analytical purposes, it may be de-
sirable to calculate contributions to growth for
more than a single quarter or year, to calculate
contributions to growth for aggregates other than
Gpp, Or to work with real estimates that are de-
nominated in dollars. Two articles in the Survey
provide information on how to prepare chained-
dollar series with different base periods that
permit the calculation of close approximations of
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Basic Formulas for Calculating Chain-Type Quantity and Price Indexes

Annual indexes

This box shows the basic calculations used to prepare annual and
quarterly chain-type quantity and price indexes. The formula used
to calculate the annual change in real gpp and other components
of output and expenditures is a Fisher index (QF) that uses weights
for 2 adjacent years (years t — 1 and t).

The formula for real gor in year t relative to its value in year t — 1
is

F_ vaqt thqt
Q; = X )
zpt—IQt—l szqH

where the p’s and g’s represent prices and quantities of detailed
components in the 2 years.

Because the first term in the Fisher formula is a Laspeyres quantity
index (QF), or

L_ vaqt
2 zpt—IQt—l,

and the second term is a Paasche quantity index (QF), or

P _ z Pid:
QA thqm'

the Fisher formula can also be expressed for year t as the geometric
mean of these indexes as follows:

Qi =4Qi xQf.

The percent change in real gop (or in a gop component) from
year t — 1 to year t is calculated as

100(QF - 1.0).

Similarly, price indexes are calculated using the Fisher formula

_ D P % D pide

pf = ,
! zpt—lch—l vaqt

which is the geometric mean of a Laspeyres price index (P) and a
Paasche price index (PF), or

PF = \[PEx PY.

The chain-type quantity index value for period t is

If =If,1 X Qlt:!

and the chain-type price index is calculated analogously. Chain-type
real output and price indexes are presented with the base year (b)
equal to 100; that is, I, = 100.

The current-dollar change from year ¢t — 1 to year t expressed
as a ratio is equal to the product of the Fisher price and quantity
indexes:"

Z Pid:

=PF xQF.
zpt—IQt—l L X

Quarterly indexes

The same formulas are used to calculate the quarterly indexes for
the most recent quarters, called the “tail” period; quarterly data are
substituted for annual data. The tail period begins in the third quar-
ter of the most recent complete year that is included in an annual or
comprehensive N1pa revision, so the specific quarters covered change
annually. Modified formulas are used to calculate the indexes for
the other quarters, called the “historical” period. Quarterly quantity
data are used for the quantity indexes, and quarterly price data are
used for the price indexes, but the weights—prices for a quantity
index and quantities for a price index—are annual data.

The weights that are used for the indexes in the historical pe-
riod depend on the quarter being estimated. For each quarter, the
weights for the closest 2 years are used: For the first and second
quarters of a year, the weights are from that year and the preceding
year; while for the third and fourth quarters, the weights are from
that year and the next year.

All quarterly chain-type indexes for completed years that have
been included in an annual or comprehensive revision are adjusted
so that the quarterly indexes average to the corresponding annual
index. When an additional year is completed between annual revi-
sions, the annual index is computed as the average of the quarterly
indexes, so no adjustment is required to make the quarterly and an-
nual indexes consistent. For example, until the 1998 annual revision
is released, the chain-type indexes for the year 1997 are derived by
averaging the four quarterly indexes for 1997.

Chained-dollar estimates

The chained-dollar value (CDF) is calculated by multiplying the
index value by the base-period current-dollar value (3’ prq») and
dividing by 100.> For period t,

CDf = pyay x If /100.

Implicit price deflators

The implicit price deflator (IPDF) for period ¢ is calculated as the
ratio of the current-dollar value to the corresponding chained-dollar
value, multiplied by 100, as follows:

IPDF = % % 100.
t

1. See also footnote 6 in the text.
2. For exceptions to this procedure, see footnote 8 in the text.
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contributions to real growth or of relative changes
for any period.” These articles show how to cal-
culate a chained-dollar series for any period by
using the percent changes in the chain-type in-
dexes to compute chained-dollar series indexed
to the current dollars of whatever base period is
appropriate for the analysis. In addition, these
articles provide a number of chained-dollar se-
ries over frequently cited time periods, such as
decades and business cycles. In computing these
series, different base periods were used, depend-
ing upon the time period analyzed; for example,
for decades and business cycles, the midpoints of
the periods were used.

The presentation of detailed quantity indexes,
which are accurate for all periods, has been
greatly expanded in tables 73-720. The an-
nual growth rates for major nipa aggregates for
all yearly intervals for 1970 to the present are
shown each month under “Historical Tables” un-

9. See Landefeld and Parker, “sea’s Chain Indexes,” 63—66; and J. Steven
Landefeld and Robert P. Parker, “Preview of the Comprehensive Revision of
the National Income and Product Accounts: Bea’s New Featured Measures
of Output and Prices,” Survey 75 (July 1995): 31—38.

der “National Data” in the section “Bea Current
and Historical Data” in the SurvEey.

Price indexes

BEA'S featured aggregate price measure is the
price index for gross domestic purchases, which
measures the prices paid for goods and serv-
ices purchased by U.S. residents. This index is
derived from the prices of personal consump-
tion expenditures (pce), gross private domestic
investment, and government consumption ex-
penditures and gross investment. In contrast,
the Gop price index measures the prices paid for
goods and services produced by the U.S. econ-
omy and is derived from the prices of pcg, gross
private domestic investment, net exports, and
government consumption expenditures and gross
investment. Thus, the two indexes differ with re-
spect to coverage of the prices of exported and
imported goods and services. Price changes in
goods and services produced abroad and sold in
the United States are reflected in the gross do-
mestic purchases measure but not in the cor
measure; price changes in goods and services
produced by the U.S. economy and sold abroad

Changes from preceding period

The contributions to the change in real Goe pro-
vide a measure of the composition of epe growth
that is not affected by the nonadditivity of the cpp
components. Two formulas for the contributions of
components to the percent change in real gpe are used—
one for years following the base year, and the other
for the base year and for years preceding the base
year.

For years following the base year, the contribution to
the percent change in real Gop in year t attributable
to the quantity change in component i (C%A;;)
is

Pig-1PL+pi)}(Qip — dig-1)

%A, =1 ,
C%Rir =100 % 2 IPDF x CDL,

where CDF | is the chained-dollar Gpp in year t — 1;
IPD! is the implicit price deflator for gpp in year
t;
pi. is the price of component i in year t;
P} is the Paasche price index for pp in year
t;
and
qi, is the quantity of component i in year t.

For the base year and years preceding the base year,
C%Ai,t is

Calculation of Component Contributions to the Change in cpe

L
Pt

2xIPDF, xCDf, ’

(ﬁ’i + Pi,t—l) X (Qiy — ip-1)

C%Ai; =100 x

where P! is the Laspeyres price index for cpp in year t.

Because these contributions to the percent change are
additive, they can be used to calculate the contributions
to subaggregates as well as the contributions of the de-
tailed components.

The formula used for the contributions for years af-
ter the base period can also be used for the most recent
quarters (the “tail” period), except the quarterly results
are expressed at annual rates.'

Changes over other periods

Users can also prepare close approximations of con-
tributions to real goe growth or to the growth of other
aggregates using chain-type annual-weighted indexes. In
effect, users compute a chained-dollar series for a partic-
ular period using the percent changes in the chain-type
annual-weighted indexes to compute chained-dollar se-
ries indexed to the current dollars of the base period
appropriate for the analysis. (For references to additional
information on these calculations, see footnote 9 in the
text.)

1. The formulas must be modified for other quarters and for the
most recent year because for these periods, chained output is calculated
in a slightly different manner.
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are reflected in the gpp price measure but not
in the gross domestic purchases price measure.
For example, a change in the price of imported
petroleum that is fully passed on to U.S. con-
sumers would be fully reflected in the price index
for gross domestic purchases but not in the gop
price index, because imports are subtracted in
deriving Gpr.

Implicit price deflators

BEA also prepares another price index, the im-
plicit price deflator (1pp), which is calculated as
the ratio of the current-dollar value to the cor-
responding chained-dollar value, multiplied by
100 (See the box “Basic Formulas for Calculating
Chain-Type Quantity and Price Indexes”). The
values of the rpp are very close to the values of
the corresponding chain-type price index for all
periods.*

Implicit price deflators for cop and its major
components are presented as index numbers in
table 71, and percentage changes from the pre-
ceding period for these measures are presented in
table 8.1.

Command-basis enp and terms of trade

BEA also prepares a measure of “real” output—
command-basis onp (see table 1.11). Command-
basis gnp is @ measure of the goods and services
produced by the U.S. economy in terms of their
purchasing power. gnp and command-basis gy
differ in how their real values are prepared: In
estimating real gne, the current-dollar values of
the detailed components of exports of goods
and services are deflated by export prices, the
current-dollar values of the detailed components
of imports of goods and services are deflated
by import prices, and the current-dollar value
of most factor income is deflated by the im-
plicit price deflator for final sales to domestic
purchasers. In estimating command-basis Gnp,
the current-dollar value of the sum of exports of
goods and services and of receipts of factor in-
come is deflated by the implicit price deflator for
the sum of imports of goods and services and of
payments of factor income.

The terms of trade is a measure of the relation-
ship between the prices that are received by U.S.
producers for exports of goods and services and
the prices that are paid by U.S. purchasers for
imports of goods and services. It is measured by
the following ratio, with the decimal point shifted

10. The two measures of the price level differ only because of the factors
cited in footnote 6.

two places to the right: In the numerator, the
pp for the sum of exports of goods and services
and of receipts of factor income; in the denom-
inator, the rep for the sum of imports of goods
and services and of payments of factor income.
Changes in the terms of trade reflect the inter-
action of several factors, including movements
in exchange rates, changes in the composition of
traded goods and services, and changes in pro-
ducers’ profit margins. For example, if the U.S.
dollar depreciates against a foreign currency, a
foreign manufacturer may choose to absorb this
cost by reducing the profit margin on the prod-
uct it sells to the United States, or it may choose
to raise the price of the product and risk a loss
in market share.

Classifications of production

In the n1ea’s, production is classified by the type
of product, by the sector, by the legal form of
organization, and by industry.

Type of product

Type of product classifications—goods (durable
and nondurable), services, and structures—are
presented for gpp and the components of final
sales of domestic product. Goods are products
that can be stored or inventoried, services are
products that cannot be stored and are consumed
at the place and time of their purchase, and struc-
tures are products that are usually constructed
at the location where they will be used and that
typically have long economic lives. If a prod-
uct has characteristics of more than one of these
classifications, it is classified on the basis of the
dominant characteristic.

Accordingly, the following products are in-
cluded in goods: Restaurant meals; expenditures
abroad by U.S. residents except for travel; replace-
ment parts whose installation cost is minimal;
dealers’ margins on used equipment; and mov-
able household appliances, such as refrigerators,
even when they are included in the purchase price
of a new home.

The following products are included in serv-
ices: Food (that is included in airline trans-
portation and hospital charges), natural gas and
electricity (except in exports and imports of
goods and services); office supplies (that are in-
cluded in current operating expense of nonprofit
institutions); foreign travel by U.S. residents; ex-
penditures in the United States by foreigners;
repair services, which include the cost of parts
(except replacement parts whose installation cost
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is minimal); defense research and development;
and exports and imports of certain goods, pri-
marily military equipment purchased and sold by
the Federal Government."

The following products are included in struc-
tures: Mobile homes; certain types of installed
equipment, such as elevators, heating, and air
conditioning systems; brokers’ commissions on
sale of structures; architectural and engineering
fees included in the value of structures; land de-
velopment costs; and mining exploration, shafts,
and wells.

In personal consumption expenditures, ex-
ports, imports, and government consumption ex-
penditures and gross investment, durable goods
have an average life of at least 3 years. In fixed in-
vestment, producers’ durable equipment consists
of goods that have an average life of at least 1 year.
In change in business inventories, goods held by
manufacturing and trade establishments are clas-
sified as durable goods or nondurable goods in
accordance with the classification of the industry
of the establishment holding the inventories. In-
ventories held by construction establishments are
classified as durable goods; inventories held by all
other establishments are classified as nondurable
goods.

Sector

In the w~ipa’s, a breakdown of cpr is also
shown in terms of the three sectors of the
economy—nbusiness, households and institutions,
and general government.

Business: Production by all entities that pro-
duce goods and services for sale at a price
intended at least to approximate the costs of
production, corporate and noncorporate pri-
vate entities organized for profit, and certain
other entities that are treated as business in
the nipa’s.  These entities include mutual fi-
nancial institutions, private noninsured pension
funds, cooperatives, nonprofit organizations (that
is, entities classified as nonprofit by the Inter-
nal Revenue Service (1rs) in determining income
tax liability) that primarily serve business, Fed-
eral Reserve banks, federally sponsored credit
agencies, and government enterprises.”” Busi-
ness production also includes the services of
owner-occupied housing and of buildings and
equipment owned and used by nonprofit insti-
tutions that primarily serve individuals. Gross

11. These certain goods are classified as services only for exports and
imports.

12. For more detail on government enterprises, see the section “Legal form
of organization.”

product of the business sector is measured as
Gop less the gross product of households and
institutions and of general government.”

Households and institutions: Production by
households, consisting of families and unrelated
individuals, and by nonprofit institutions that
primarily serve individuals. Gross product of
households and institutions is measured by the
compensation paid to domestic workers and to
the employees of these nonprofit institutions.

General government: Production of all Fed-
eral Government and State and local government
agencies except government enterprises. Gross
product of general government is measured as
the sum of the compensation of the employees of
these agencies and of the consumption of fixed
capital.

Legal form of organization

For the domestic business sector, income and its
components are shown for four legal forms of
organizations—corporate business, sole propri-
etorships and partnerships, other private busi-
ness, and government enterprises (employee
compensation only).

Corporate business: All entities required to
file Federal corporate tax returns (irs Form
1120 series). These entities include mutual fi-
nancial institutions and cooperatives subject to
Federal income tax, private noninsured pension
funds, nonprofit institutions that primarily serve
business, Federal Reserve banks, and Federally
sponsored credit agencies.

Sole proprietorships: All entities that would be
required to file s Schedule C (Profits or Loss
from Business) or Schedule F (Farm Income and
Expenses) if the proprietor met the filing re-
quirements, together with owner-occupied farm
housing.

Partnerships: All entities required to file Federal
partnership income tax returns, rrs Form 1065
(U.S. Partnership Return of Income).

Other private business: All entities that would
be required to report rental and royalty in-
come on the individual income tax return in irs
Schedule E (Supplemental Income and Loss) if
the individual met the filing requirements, tax-
exempt cooperatives, owner-occupied nonfarm
housing, and buildings and equipment owned
and used by nonprofit institutions that primarily
serve individuals.

1x. Gross product of financial and of nonfinancial corporations are also
shown in the ~ipa tables. They are calculated as the costs incurred and the
incomes earned from production.
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Government enterprises: Government agencies
that cover a substantial proportion of their op-
erating costs by selling goods and services to
the public and that maintain their own separate
accounts. A “mixed” treatment of government
enterprises is used in the n1pa’s: Some types of
transactions are recorded as if they were part of
the business sector, and others are recorded as if
they were part of the general government sector.

Government enterprises are treated like other
businesses and included in the n1pa business sec-
tor: (1) Their sales to final users are recorded as
sales by private businesses, (2) their purchases of
materials and business services are considered in-
termediate, and (3) their compensation payments
and consumption of fixed capital are deducted
in calculating their income. Within the business
sector, government enterprises are classified as
noncorporate businesses.

Government enterprises are treated like other
government agencies: (1) Their interest payments
are combined with those of general government
rather than those of business, (2) their invest-
ment in equipment and structures is combined
with general government investment rather than
with business investment in gross private domes-
tic investment, and (3) their profit-like income,
the current surplus of government enterprises
(see the definition on page 33), accrues to general
government.

Industry

Industrial distributions are presented for national
income and its components, capital consump-
tion allowances, employment and hours, and the
change in business inventories and the stock of
business inventories."* The classification underly-
ing the distributions of private activities is based
on the Standard Industrial Classification (sic).”

Industrial distributions of government activi-
ties are not provided; instead, they are combined
into a single category. For most series, separate
estimates are shown for the activities of the Fed-
eral Government, of State and local governments,
and of government enterprises. Expenditures by

14. An industrial distribution of fixed investment based on data collected
from establishments is prepared as part of the procedure used to estimate
capital stock.

Industrial distributions of gross product are also prepared; for further
information, see Sherlene K.S. Lum and Robert E. Yuskavage, “Gross Product
by Industry, 1947-96,” Survey 77 (November 1997): 20-34.

15. Office of Management and Budget, Statistical Policy Division, Standard
Industrial Classification Manual, 1987 (Washington, pc: U.S. Government
Printing Office (Gro), 1988); Office of Management and Budget, Statistical
Policy Division, Standard Industrial Classification Manual, 1972 (Washington,
DC: GPo, 1972); and Bureau of the Budget, Standard Industrial Classification
Manual, 1942 (Washington, pc: Gro, 1942).

the Federal Government and by State and lo-
cal governments are also shown by type and by
function.

The industrial distributions for private ac-
tivities are based on data collected from “es-
tablishments” or from “companies” (also called
enterprises or firms). Establishments, as defined
in the sic, are economic units, generally at a
single physical location, where business is con-
ducted or where services or industrial operations
are performed. Companies consist of one or
more establishments owned by the same legal en-
tity or group of affiliated entities. Establishments
are classified into an sic industry on the basis
of their principal product or service, and com-
panies are classified into an sic industry on the
basis of the principal sic industry of all their es-
tablishments. Because large multiestablishment
companies typically own establishments that are
classified in different sic industries, the indus-
trial distribution of the same economic activity
on an establishment basis can differ significantly
from that on a company basis. For example,
employment of steel-manufacturing companies
differs from employment of steel-manufacturing
establishments because the employment of these
companies includes the employment of establish-
ments that are not classified in steel manufactur-
ing and because it excludes the employment of
establishments that manufacture steel but are not
owned by steel-manufacturing companies.

Industrial distributions on a consistent estab-
lishment or company basis are not available for
all Ntpa components. As a result, the industrial
distribution of national income reflects a mix of
establishment and company data. For the follow-
ing series, the industrial distributions are based
on establishment data: Compensation of em-
ployees, employment, hours, inventories, rental
income of persons, farm proprietors’ income,
farm net interest, and farm noncorporate capital
consumption allowances. For nonfarm pro-
prietors, industrial distributions of proprietors’
income, net interest, and capital consumption al-
lowances are based on company data; these data
are regarded as being substantially the same as
if they were based on establishment data because
nearly all unincorporated companies own only
one establishment (and the few multiestablish-
ment companies usually own establishments in
the same sic industry). For corporations, indus-
trial distributions of profits, nonfarm net interest,
and capital consumption allowances are based on
company data.
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In addition, individual industry series are not
fully comparable over time. Historical compara-
bility is affected primarily by two factors. First,
the composition of industries may change be-
cause of changes in the sic basis that is used for
the estimates. This factor affects estimates based
on establishment data and on company data.

Second, historical comparability is affected be-
cause the industrial classification of the same
establishment or company may change over
time. This factor affects company-based es-
timates much more than establishment-based
estimates. The classification of a company may
change as a result of the following: Shifts in the
level of consolidation of entities for which com-
pany reports are filed; mergers and acquisitions;
and other shifts in principal activities, especially
for large diversified firms.

In addition to the sic industrial distributions of
private activities, some nipa tables show the fol-
lowing special sic groupings, the titles of which
correspond to the 1987 sic:

Financial industries consists of the following
sic industries: Depository institutions, nonde-
pository institutions, security and commodity
brokers, insurance carriers, regulated investment
companies, small business investment companies,
and real estate investment trusts.”

Nonfinancial industries consists of all other
private industries.

Goods-producing industries consists of the fol-
lowing sic divisions: Agriculture, forestry, and
fishing; mining; construction; and manufactur-
ing.

Distributive industries consists of the following
sic divisions: Transportation (excluding the U.S.
Postal Service); communications; electric, gas,
and sanitary services; wholesale trade; and retail
trade.

Service industries consists of the rest-of-the-
world sector and the following sic divisions:
Finance, insurance, and real estate; and services.

Presentation of the ~N1paA’s

This section describes the release schedule for the
N1pPA estimates, the publication of the ntpa tables,
and additional presentations of ntpa and nNripa-
related estimates.

16. Regulated investment companies, small business investment compa-
nies, and real estate investment trusts are included in the sic classification
“holding and other investment offices” and are not shown separately in the
N1pA tables.

Release schedule

For gross domestic product (¢pp) and most other
NIPA Series, quarterly estimates are released on
the following schedule: “Advance” estimates are
released near the end of the first month after the
end of the quarter; as more detailed and more
comprehensive data become available, “prelimi-
nary” and “final” estimates are released near the
end of the second and third months, respectively.

For gross national product, gross domestic in-
come, national income, corporate profits, and net
interest, advance estimates are not prepared, be-
cause of a lag in the availability of source data.
Except for the fourth-quarter estimates, the ini-
tial estimates for these series are released with
the preliminary cop estimates, and the revised
estimates are released with the final Gpp esti-
mates. For the fourth-quarter, these estimates are
released only with the final cpp estimates.

Monthly estimates of personal income and out-
lays are released near the end of the month
following the reference month; estimates for the
preceding 2 to 4 months are subject to revision
at that time.

Annual revisions of the n1pa’s are usually car-
ried out each summer and cover the months
and quarters of the most recent calendar year
and of the 2 preceding years. These revisions
are timed to incorporate newly available major
annual source data.

Comprehensive revisions are carried out at
about 5-year intervals and incorporate three ma-
jor types of improvements: (1) Definitional and
classificational changes that update the accounts
to portray more accurately the evolving U.S.
economy, (2) statistical changes that update the
accounts to reflect the introduction of new and
improved methodologies and the incorporation
of newly available and revised source data, and
(3) presentational changes that update the nipa
tables to reflect the definitional, classificational,
and statistical changes and to make the tables
more informative.

Publication of the ~n1pa tables

Tables that present the ~ipa estimates appear
each month under “National Data” in the section
“Bea Current and Historical Data” in the Sur-
vEY oF CURRENT Busingss.” The full set of n1pa
tables consists of 142 tables that present annual,
quarterly, and monthly estimates. These tables
are grouped into nine categories:

1x. The ~1pa estimates appear first in news releases, which are available
to the general public in a variety of forms (see the box “Data Availability™).
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1. National Product and Income

2. Personal Income and Outlays

3. Government Receipts, Current Expendi-
tures, and Gross Investment

4. Foreign Transactions
. Saving and Investment
6. Income and Employment by Industry
7. Quantity and Price Indexes
8
9

i

. Supplemental Tables™
. Seasonally Unadjusted Estimates

The n1pa tables are numbered as follows: The
number preceding the period is the category
number, and the number following the period
indicates the specific table in that category; for
example, table 2.2 is the second table in the
second category “Personal Income and Outlays.”

Most of the full set of n1pa tables are published
in the issues of the Survey that describe the an-
nual and comprehensive revisions (for example,
see the August 1997 SurvEY); the remaining tables
are published in subsequent months. In addi-
tion, a set of “Selected n1pa Tables” is published
monthly in the Survey; this set presents the es-

18. In this category, the first table shows year-to-year and quarter-to-
quarter percent changes in the major nipa aggregates, and the second table
shows contributions of the major expenditure components to the percent
change in real gpe. The other tables show the following: Selected per capita
series; auto and truck output, farm and housing sector accounts; detail on
several components of gross national income (consumption of fixed capital,
capital consumption adjustment, business transfer payments, supplements to
wages and salaries, rental income of persons, dividends, and interest); Nipa
imputations and the components affected; and reconciliations of several Nipa
measures with the source data (for example, tax return tabulations) from
which they are derived or to which they are closely related. The last table
shows fixed (1992) weighted quantity indexes for selected series.

timates for the most recent six quarters and the
most recent 2 years. The selected set comprises 57
tables from the first eight n1pa categories (season-
ally unadjusted estimates in the ninth category
are compiled only once a year and thus are not
included in the selected set of tables). Because
the numbering system used for the full set of ta-
bles is retained in the selected set, gaps occur in
the numbering of the selected tables.

A note preceding the ~tpa tables indicates in-
formation on the vintage of the estimates. In
general, the N1pa tables in the SurvEy present es-
timates for the most recent 2—4 years. Historical
annual and quarterly estimates for summary ~N1pa
series are presented annually in the Survey and
cover the following: Current- and chained-dollar
Gop for most of the components in ~ipa tables
1.1 and 1.2 and for final sales of domestic product
and gross national product; ~ipa price indexes
and implicit price deflators; and most of the ma-
jor components of national income and personal
income in n~rpa tables 1.14 and 2.1. For exam-
ple, these estimates were published as “Summary
National Income and Product Series, 1929—96" in
the August 1997 Survey. In addition, historical
annual and quarterly estimates for the major n1pa
aggregates are published monthly in the Survey.

Additional presentations of nrpa and
~Nrpa-related estimates

The Survey also presents the following ~ipa
and ~ipa-related estimates that do not fit neatly

The estimates from the national income and product
accounts (n1pa’s) that are prepared by the Bureau of Eco-
nomic Analysis (Bea) are available on three World Wide
Web sites and in a variety of other media.

Web sites

e The Bea Web site at <http://www.doc.bea.gov>
presents summary Nipa estimates, selected articles from
the Survey or CurrenT Business, and the monthly
news releases for gross domestic product (cop) and for
personal income and outlays.

e The Web site of the Department of Commerce’s
STAT-USA provides the monthly news releases on cop
and on personal income at the time of release, the
underlying-detail n1pa tables, and the complete issues
of the Survey; to subscribe, go to the Web site at
<http://www.stat-usa.gov>.  This information is also
available on star-usa’s Economic Bulletin Board; to sub-
scribe, call 202—482-1986.

e The Federal Statistical Briefing Room at the White
House Web site at <http://www.whitehouse.gov/fsbr>

Data Availability

provides summary estimates of ecpp and of a few other
major N1pA aggregates.

Other media

The ~1pa estimates are published monthly in the Sur-
vEY; to subscribe, call the Superintendent of Documents
of the U.S. Government Printing Office at 202—512-1800.

Summary information on the estimates of cop and
of personal income is available in a recorded telephone
message at the time of release. For the gpp estimates,
call 202—-606—35306; for the estimates of personal income
and outlays, call 202—-606—5303.

The ~1pa estimates are also available on diskettes or
printouts from Bea. For a description of these products
and for other information about Bea’s programs and
products, see the “User’s Guide to Bea Information” on
the Bea Web site. To order products from Bea using Visa
or MasterCard, call the Order Desk at 1-800—704—0415
(outside the United States, 202—606—9666).
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into the system or publication schedule for the
standard ~1pa presentation.

“Gross Domestic Product by Industry” presents
current- and chained-dollar estimates of gross
product, or gross product originating, by indus-
try, which is the contribution of each industry—
including government—to cpp. Estimates for
Gor by industry for 1947-96 were published in
the November 1997 SURVEY.

“Reconciliation Tables” in appendix A of
the “Bea Current and Historical Data” section
presents tables that reconcile n1pa estimates with
related series and that provide analytically use-
ful extensions of the n1pa estimates. At present,
tables in this section show the reconciliation of
relevant ~ipa series with related series in the
balance of payments accounts and the reconcilia-
tion of BEA compensation with Bureau of Labor
Statistics earnings.

“Real Inventories, Sales, and Inventory-Sales
Ratios for Manufacturing and Trade”—in the
January, April, July, and October issues of the
Survey—shows quarterly and monthly estimates
for these series. Also shown are quarterly and
monthly inventories for manufacturing by stage
of fabrication. Historical estimates for these se-
ries, quarterly for 1977 forward, were published in
the May 1996 SurvEy, and revised and new esti-
mates for 1993—96 were published in the October
1997 SUrVEY. Estimates for 1959 forward are avail-
able electronically to subscribers to staT-usa’s
Economic Bulletin Board or Internet services (see
the box “Data Availability”).

“Fixed Reproducible Tangible Wealth in the
United States”—usually published in the Septem-
ber issue of the Survey—shows annual estimates
of stocks for fixed private capital, government-
owned fixed capital, and durable goods owned by
consumers. Revised estimates for 1929—95 were
published in the May 1997 Survey and were up-
dated to 1996 in the September 1997 Survey. (The
publication Fixed Reproducible Tangible Wealth
in the United States, 1925-94 is forthcoming and
will present the estimates described above and
additional estimates by industry and by type of
asset for net stocks, consumption of fixed capital,
investment, and average age of net stocks.)

“Selected Monthly Estimates” for personal in-
come by type of income and for the disposition
of personal income, including personal consump-
tion expenditures, appears under “National Data”
in the “Bea Current and Historical Data” section
of the Survey. These estimates are also published
annually in ~ipa tables 2.8—2.11, and the esti-

mates for the most recent months appear in the
personal-income-and-outlays news release.
“Source Data and Assumptions” shows the
source data and the Bea assumptions for miss-
ing key source data that are used to prepare the
advance estimates of goe. This information is
available at the time of the news release and is
included in the “Business Situation” article in the
Survey that presents the advance estimates.”

Statistical Conventions Used
for N1pA Estimates

Most of the n1pa estimates are presented in cur-
rent dollars. Changes in current-dollar estimates
measure the changes in the market values of
goods or services that are produced or sold in
the economy. For many purposes, it is neces-
sary to decompose these changes into price and
quantity components. Prices are expressed as in-
dex numbers with the base period—at present,
the year 1992—equal to 100. Quantities, or “real”
measures, are expressed as index numbers with
the base period (1992) equal to 100; for selected
series, they are also expressed in chained (1992)
dollars. (For further details, see the section “Real
output and related measures.”)

Seasonal adjustment

Quarterly and monthly ~ipa estimates are sea-
sonally adjusted at the detailed series level
when statistically significant seasonal patterns are
present. For most of the series that are season-
ally adjusted by the source agency, Bea adopts the
corresponding seasonal adjustment factors. Sea-
sonal adjustment removes from the time series
the average effect of variations that normally oc-
cur at about the same time and in about the same
magnitude each year—for example, weather and
holidays. After seasonal adjustment, cyclical and
other short-term changes in the economy stand
out more clearly.

Annual rates

Quarterly and monthly n1pa estimates in current
and chained dollars are presented at annual rates,
which show the value that would be registered
if the rate of activity measured for a quarter or
a month were maintained for a full year. An-
nual rates are used so that periods of different
lengths—for example, quarters and years—may

19. Additional information about source data and assumptions is also
available online through srtar-usa’s Economic Bulletin Board and on the
Internet (see the box “Data Availability™).
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be easily compared. These annual rates are deter-
mined simply by multiplying the estimated rate
of activity by 4 (for quarterly data) or by 12 (for
monthly data).

/n
epp \™"
T_[(GDPO> —1]><100,

Percent changes in the estimates are also ex-
pressed at annual rates. Calculating these changes
requires a variant of the compound interest
formula, where

v is the percent change at an annual rate;

GDP; is the level of activity in the later period;

GDPy is the level of activity in the earlier
period;

m is the yearly periodicity of the data (for ex-
ample, 1 for annual data, 4 for quarterly,
or 12 for monthly); and

n is the number of periods between the earlier
and later periods (that is, t — 0).

Appendix
Updated Summary ~iea Methodologies

This appendix presents summary descriptions
of the principal source data and methods used
to prepare the current-dollar estimates of gross
domestic product (epp) and the estimates of
real cpr.”® These descriptions have been updated
to reflect the methodological improvements that
were introduced in the annual revision of the na-
tional income and product accounts (n1pa’s) that
was released in July 1997.*

Current-dollar estimates

Table 1 lists the components of current-dollar
GpP starting with the components on the product
side and proceeding to those on the income side.
The subcomponents, with their dollar values for
1996, are grouped according to the methodology
used to prepare them.

The column for the annual estimates covers
the revision cycle for those estimates and notes
the major differences in methodology as the es-
timates move through the three annual revisions
to a benchmark revision.”> For example, for
“most goods” in personal consumption expend-
itures (the first item on the product side), the

20. BEA has prepared a series of papers that provide detailed descriptions
of n1pa concepts and methodologies. See the box “Information About Nipa
Methodology.”

21. See Parker and Seskin, “Annual Revision,” 6—32.

22. For additional details on the release schedule for the nipa estimates,
see the section “Presentation of the nipa’s” in the text.

table indicates one methodology for benchmark
years and another for all other years.

The column for the quarterly estimates cov-
ers only the advance estimate for the current
quarter—that is, the estimate prepared about
a month after the end of the quarter. That
estimate, rather than the preliminary or final
quarterly estimate, is described because more at-
tention focuses on the “first look” at the quarter.
In addition, the column lists only the source data
and methods; it does not indicate how many
months of source data are available or whether
the data are subject to revision by the source
agency. Information on the key monthly source
data appears each month in the “Business Sit-
uation” in the Survey oF CURRENT BUSINEsS.
Additional information on the monthly source
data used for the advance estimate is avail-
able online from the Department of Commerce’s
Economic Bulletin Board.*

The source data listed consist of 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 source data are “value data”;
that is, they encompass both the quantity and
price dimensions that are required for current-
dollar estimates. In these cases, the methodology
indicated in table 1 covers only the adjustment of
the value data to derive estimates consistent with
~ipa definitions and coverage.

For those estimates not derived from value
data, the table indicates the combination of data
with separate quantity and price dimensions that
is used to derive the required value estimate and
the major adjustments needed to derive estimates
consistent with ~ipa definitions and coverage.
On the product side, a “physical quantity times
price” method is used for several components.
For example, the estimate for new autos is calcu-
lated as unit sales times expenditure per auto (the
average list price with options, adjusted for trans-
portation charges, sales tax, dealer discounts, and
rebates). On the income side, an “employment
times earnings times hours” method and vari-
ations of a “stock of assets/liabilities times an
effective interest rate” method are used for several
components.

Some of the source data shown in table 1 for
the annual estimates are used as indicators to in-
terpolate and extrapolate the levels established by
source data that are more comprehensive, and all
of the source data shown for the advance quar-

2x. For additional information, see the box “Data Availability.”
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terly estimates are used to extrapolate the level of
the preceding quarter. In addition, extrapolation
and interpolation may be based on trends, as is
the case when “judgmental trend” is listed in the
table.*

Estimating methods.—Table 1 refers to four
methods—commodity flow, retail control, per-
petual inventory, and fiscal year analysis—used
by Bea for estimating specific components.

The commodity-flow method is used to ob-
tain the value of final users’ purchases of goods
and services (that is, commodities) for BEA’S
benchmark input-output accounts. These values
serve as the benchmark for the nipa estimates
of personal consumption expenditures (pck),
of producers’ durable equipment (ppe), and of
the commodity detail for State and local gov-
ernment consumption expenditures and gross
investment.” This method is also used for ppE
in nonbenchmark years, but it is implemented
in an abbreviated form. An even more abbrevi-
ated commodity-flow method is used for current
quarterly estimates of ppE.

The retail-control method is used to estimate
over one-third of the value of pce for peri-
ods other than benchmark years. This method
provides the indicator series used in extrapolat-
ing and interpolating the total of “most goods”
and the “control” total to which the pce cate-
gories and residential ppE included in this group
must sum. These pce categories consist of
all goods except autos and trucks, food fur-
nished to employees, food and fuel produced
and consumed on farms, standard clothing is-
sued to military personnel, school lunches, and
net foreign remittances.*

The perpetual-inventory method is used to de-
rive estimates of fixed capital stock, which in turn
form the basis for the estimates of consump-
tion of fixed capital. This method is based on
investment flows and a geometric depreciation
formula; it is used instead of direct measurement
of the capital stock because direct measurement
is seldom statistically feasible on a comprehensive
basis.”

24. For a few components, the final quarterly estimates are based on newly
available source data that replace judgmental trends.

25. For additional information on the commodity-flow method, see U.S.
Department of Commerce, Bureau of Economic Analysis, Personal Consump-
tion Expenditures, Methodology Paper Series mp—6 (Washington, pc: U.S.
Government Printing Office, 1990): 31—34; and U.S. Department of Com-
merce, Bureau of Economic Analysis, enp: An Overview of Source Data and
Estimating Methods, Methodology Paper Series mp—4 (Washington, oc: U.S.
Government Printing Office, 1987): 16-17.

26. For additional information, see Personal Consumption Expenditures,
41-54; and one: An Overview, 17.

27. For additional information on the perpetual-inventory method, see
U.S. Department of Commerce, Bureau of Economic Analysis, Fixed Re-

The fiscal year-analysis method provides the
framework for the annual and quarterly estimates
of Federal Government consumption expendi-
tures and gross investment. The estimates of
expenditures are prepared by program—that is,
by activity for a group of line items or for an indi-
vidual line item in the Budget of the U.S. Govern-
ment. For most programs, the fiscal year analysis
begins by adjusting budget outlays for coverage
and for netting and grossing differences between
these outlays and ~ipa expenditures. The ex-
penditures total (as adjusted) for a program is
then classified by type of n1pa expenditure—for
example, transfer payments and interest paid—
with nondefense consumption expenditures and
gross investment determined residually. When a
fiscal year analysis is completed, the detailed ar-
ray of n1pa expenditures by program and by type
of expenditure serves as a set of control totals for
the quarterly estimates.*®

Balance of payments accounts.—The source data
for the foreign transactions reflected in most n1pa
components—such as net exports of goods and
services and rest-of-the-world corporate profits—
are the balance of payments accounts (Bpa’s),
which are also prepared by Bea.” As noted in
table 1, for some n1pa components, the Bpa esti-
mates are adjusted to conform to n1pa concepts
and definitions.>® Annual estimates of these ad-
justments and their definitions are shown in n1pa
table 4.5, which was last published in the August
1997 SURVEY ONn page 82; summary quarterly es-
timates are shown in “Reconciliation Tables” in
appendix A of the Survey.

Other information.—In preparing the annual esti-
mates of several of the income-side components,
BEA adjusts the source data for various coverage
and conceptual differences. For each subcompo-
nent listed below, an annual ~n1ra table reconciles
the value published by the source agency with the

produciblx Tangible Wealth in the United States, 1925-89 (Washington, pc:
U.S. Government Printing Office, January 1993): M-2-M-15; and Gnp: An
Overview, 17-18. For additional information on the geometric depreciation
formula, see “Improved Estimates of Fixed Reproducible Tangible Wealth,
1929-95,” SURVEY 77 (May 1997): 69—92.

28. For additional informationand an illustration of the fiscal year-analysis
method, see U.S. Department of Commerce, Bureau of Economic Analysis,
Government Transactions, Methodology Paper Series mp—5 (Washington, bc:
U.S. Government Printing Office, 1988): 19—20.

29. See U.S. Department of Commerce, Bureau of Economic Analysis, The
Balance of Payments of the United States: Concepts, Data Sources, and Esti-
mating Procedures, (Washington, pc: U.S. Government Printing Office, 1990).
(The methodologies described in this publication are subject to periodic im-
provements, which are typically introduced as part of the annual revision of
the Bra’s; these improvements are described in the Survey articles that cover
the annual Bea revisions, most recently in “U.S. International Transactions,
Revised Estimates for 1974-96,” Survey 77 (July 1997): 43-55.)

30. These adjustments are described in U.S. Department of Commerce,
Bureau of Economic Analysis, Foreign Transactions, Methodology Paper Series
mp—3 (Washington, pc: U.S. Government Printing Office, 1987): 15—25.
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nipa value published by Bea and identifies the
BEA adjustments. The following is a list of the
subcomponents and their corresponding recon-
ciliation tables, which were last published in the
September 1997 Survey beginning on page 34:
Wages and salaries, table 8.25; farm proprietors’
income, table 8.22; nonfarm proprietors’ income,
table 8.21; corporate profits, table 8.23; net inter-
est, table 8.24; and consumption of fixed capital,
table 8.20.

Real estimates

Table 2 shows which one of three methods—
deflation, quantity extrapolation, and direct base-
year valuation—is used to prepare the quantity
index for each detailed product-side component
of real gpp and identifies the source data with
which the method is implemented.’" Deflation is
used for most of the detailed components. In de-
flation, the quantity index is obtained by dividing
the current-dollar index by an appropriate price

31. For additional information on the calculation of real cpe, see the
section “Real output and related measures” in the text.

index that has the base year—currently 1992—
equal to 100 and then by multiplying the result
by 100.

The quantity-extrapolation and direct-base-
year-valuation methods are similar in that they
both use explicit quantity data. In gquantity
extrapolation, quantity indexes are obtained by
using a quantity indicator to extrapolate from
the base-year value of 100 in both directions. In
direct-base-year valuation, quantity indexes are
obtained by multiplying the base-year price by
actual quantity data for the index period and then
expressing the result 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 used for
calculating the real estimates.”

Tables 1 and 2 follow. |.f

32. For the real estimates, the distinction between annual and quarterly
methodologies is far 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 in the entry.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Product side (GDP of $7,636.0 billion for 1996)

Personal
consumption
expenditures
($5,207.6)

See footnotes at end of table.

Durable and nondurable
goods:
($2,169.2)*

Most goods (except sub-
components listed sepa-
rately)

($1,821.0)

New autos
($86.1)

Net purchases of used
autos
($55.2)

New trucks
($63.7)

Gasoline and oil 2
($122.6)

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

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

Physical quantity purchased times average retail price: Unit
sales, information to allocate sales among consumers and
other purchasers, and average list price with options, ad-
justed for transportation charges, sales tax, dealer dis-
counts, and rebates, all from trade sources.

Benchmark years—For net transactions, change in the
consumer stock of autos from trade sources. For dealers’
margin, retail sales from Census Bureau quinquennial cen-
sus and margin rate from Census Bureau annual survey of
retail trade.

Other years except most recent—For net transactions, same
as benchmark years. For dealers’ margin, franchised deal-
ers’ unit sales times sales price, both from trade sources,
times margin rate for independent dealers from Census Bu-
reau annual survey; independent dealers’ margin from Cen-
sus Bureau annual survey.

Most recent year—For net transactions, same as benchmark
years. 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 quinquen-
nial census and including an adjustment for exports and
imports from Census Bureau foreign trade data.

Other years except most recent—Abbreviated commodity-flow
method, starting with manufacturers’ shipments from Cen-
sus Bureau annual survey and including an adjustment for
exports and imports from Census Bureau foreign trade
data.

Most recent year—Physical quantity purchased times average
retail price: Unit sales and information to allocate sales
among consumers and other purchasers from trade
sources and average price based on Bureau of Labor Sta-
tistics consumer price index for new trucks.

Benchmark years—Physical quantity purchased times average
retail price: Gallons consumed from the Department of
Transportation, information to allocate that total among con-
sumers and other purchasers from Federal agencies and
trade sources, and average retail price from Census Bu-
reau quinquennial census.

Other years except most recent—Same as benchmark years,
except average retail price from the Energy Information Ad-
ministration.

Most recent year—Physical quantity purchased times average
retail price: Gallons consumed and average price, both
from the Energy Information Administration.

Same as annual for most recent year.

Same as annual.

For net transactions, residual based
on net sales by other sectors. For
dealers’ margin, unit sales of fran-
chised dealers from trade source
and sales price from Bureau of
Labor Statistics consumer price
index for used cars.

Same as annual for most recent year.

Same as annual for most recent year.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Prod

uct side (GDP of $7,636.0 billion for 1996)—Continued

Personal
consumption
expenditures—
Continued

See footnotes at end of table.

Durable and nondurable
goods—Continued:

Food furnished to employ-
ees (including military)
($8.7)

Expenditures abroad by
U.S. residents ($2.6)
less personal remit-
tances in kind to non-
residents ($1.2)

Services:
($3,038.4)

Nonfarm dwellings—space
rent for owner-occupied
and rent for tenant-occu-
pied
($752.0)

Rental value of farm dwell-
ings
($6.1)

Motor vehicle and other re-
pair, other purchased
intercity transportation,
legal and funeral serv-
ices, barbershops and
beauty parlors, nursing
homes, laundries, em-
ployment agency fees,
accounting and tax re-
turn preparation serv-
ices, recreation (except
cable TV, casino gam-
bling, parimutuel net re-
ceipts, and lotteries), ho-
tels and motels, and
other education and re-
search
($508.1)

Benchmark years—For commercial employees, number of em-
ployees of appropriate industries from Bureau of Labor Sta-
tistics tabulations times BEA estimate of per capita expend-
itures for food; for military personnel, outlays from the
Budget of the United States prepared by the Office of Man-
agement and Budget.

Other years—Same as benchmark years, except per capita
expenditures for food based on Bureau of Labor Statistics
consumer price index for food.

Estimated as part of the balance of payments accounts; see
entry for “exports and imports of services, net,” under net
exports of goods and services.

Benchmark years—Based on data on housing stock and aver-
age annual rent from Census Bureau decennial census of
housing and residential finance survey, adjusted for utilities
billed with rent.

Other years—Based on data on housing stock and average
annual rent from Census Bureau hiennial housing survey or
on the number of households from Census Bureau monthly
current population survey and Bureau of Labor Statistics
consumer price index for rent.

Benchmark years—Based on data on housing stock and aver-
age annual rent from Census Bureau decennial census of
housing and survey of residential finance.

Other years—Based on data on net value of real farm hous-
ing stock from BEA capital stock series.

Benchmark years—Receipts and expenses from Census Bu-
reau quinquennial census adjusted for receipts from busi-
ness and governments.

Other years—Receipts for spectator sports from trade
sources; for legitimate theaters and other education and re-
search, tabulations of wages and salaries of employees
covered by State unemployment insurance from the Bureau
of Labor Statistics; for others in this group, Census Bureau
service annual survey.

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

Judgmental trend.

Same as annual: For housing stock,
judgmental trend; for average rent,
Bureau of Labor Statistics
consumer price index for rent.

Judgmental trend.

For nursing homes, other education
and research, employment agency
fees, and clubs and fraternal orga-
nizations, wages and salaries de-
rived from Bureau of Labor Statis-
tics monthly employment times
earnings times hours; for legitimate
theaters and motion pictures, re-
ceipts from trade sources; for radio
and TV repair, number of TV's
based on stock and sales from
trade source times Bureau of Labor
Statistics consumer price index for
appliance and furniture repair; for
hotels and motels, rooms rented
times average price per room from
trade source; for others in this
group, judgmental trend.



SURVEY OF CURRENT BUSINESS

March 1998 e 51

Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine level for benchmark and other final or used to prepare
an extrapolator or interpolator

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

Prod

uct side (GDP of $7,636.0 billion for 1996)—Continued

Personal
consumption
expenditures—
Continued

See footnotes at end of table.

Services—Continued:

Physicians, dentists, and
other professional medi-
cal services
($357.6)

Private nursery, elemen-
tary, and secondary
schools, day care, wel-
fare activities, and trade
unions and professional
associations
($148.6)

Financial services furnished

without payment by
banks, credit agencies,
and investment compa-
nies 3

($169.9)

Brokerage charges and in-
vestment counseling,
bank service charges,
intercity transportation

except other, and private

higher education
($148.7)

Domestic services

($12.5)

Benchmark years—For nonprofit professional services, ex-
penses, and for others in this group, receipts, adjusted for
government consumption, all from Census Bureau quin-
quennial census.

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

Benchmark years—For religious-affiliated schools, enrollment
from the Department of Education times BEA estimate of
average expenditures per pupil; for nursery schools and
day care, expenditures from Bureau of Labor Statistics
consumer expenditure survey; for others in this group, re-
ceipts and expenses from Census Bureau quinquennial
census.

Other years except most recent—For nursery schools and day
care, same as benchmark years; for others in this group,
annual tabulations of wages and salaries of employees
covered by State unemployment insurance from the Bureau
of Labor Statistics.

Most recent year—For nursery schools and day care,
judgmental trend; for others in this group, tabulations of
wages and salaries of employees covered by State unem-
ployment insurance from the Bureau of Labor Statistics.

See entry for “imputed—banks, credit agencies, and invest-
ment companies” under net interest.

Years except most recent—For private higher education, ex-
penses, and for others in this group, receipts, all from an-
nual 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 private
higher education, enrollment from the Department of Edu-
cation times price index for higher education from trade
source.

Benchmark years—For cleaning services, receipts from Cen-
sus Bureau quinquennial census; for other domestic serv-
ices, number of workers times weekly hours times earnings
from the Bureau of Labor Statistics.

Other years—Number of workers times weekly hours times

earnings from the Bureau of Labor Statistics.

For physicians and dentists,
judgmental trend; for other profes-
sional medical services, wages and
salaries derived from Bureau of
Labor Statistics monthly employ-
ment times earnings times hours.

For political organizations and founda-
tions, judgmental trend; for others
in this group, wages and salaries
derived from Bureau of Labor Sta-
tistics monthly employment times
earnings times hours.

Judgmental trend.

For stock brokerage charges, stock
exchange transactions from trade
sources; for income from sales of
investment company securities,
sales of open-end investment com-
pany shares from trade source; for
other brokerage charges and in-
vestment counseling and for bank
service charges, judgmental trend;
for intercity transportation, receipts
from trade sources; for private
higher education, wages and sala-
ries derived from Bureau of Labor
Statistics monthly employment
times earnings times hours.

Judgmental trend.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Prod

uct side (GDP of $7,636.0 billion for 1996)—Continued

Personal
consumption
expenditures—
Continued

See footnotes at end of table.

Services—Continued:

Public higher education and
hospitals, water and
other sanitary services,
and lotteries
($157.7)

Insurance, private hospitals,
religious activities, cable
TV, utilities, and local
transport
($720.1)

Foreign travel by U.S. resi-
dents ($54.9) less ex-
penditures in the United
States by nonresidents
($82.7)

Other services: Casino
gambling, and parimutuel
net receipts; other hous-
ing except hotels and
motels; bridge, etc., tolls;
other household oper-
ation except repairs and
insurance; travel and en-
tertainment card fees;
stenographic and repro-
duction services; and
money orders and clas-
sified advertising
($85.0)

Years except most recent—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, re-
ceipts from the same sources.

Most recent year—Judgmental trend.

Years except most recent—For life insurance, expenses from
trade sources; for medical and hospitalization insurance,
premiums and benefits from the Health Care Financing Ad-
ministration; for other insurance, premiums and benefits
from trade sources; for private hospitals, receipts and ex-
penses from Census Bureau quinquennial census (bench-
mark year), and expenses from trade sources (other
years); for religious activities, expenses based on contribu-
tions and membership from trade sources; for cable TV
and utilities, receipts from government agencies and trade
sources; for local transport, receipts from trade source.

Most recent year—For life insurance, tabulations of wages
and salaries of employees covered by State unemployment
insurance from the Bureau of Labor Statistics; for insurance
other than life insurance, judgmental trend; for religious ac-
tivities, expenses based on population from the Census Bu-
reau and per capita disposable personal income from BEA;
for local transport, passenger trips from trade source times
Bureau of Labor Statistics consumer price index for intra-
city mass transit; for others in this group, same as other
years.

Estimated as part of the balance of payments accounts; see
entry for “exports and imports of services, net,” under net
exports of goods and services.

Various source data.

Same as annual for most recent year.

For life insurance, hospitals, and reli-
gious activities, wages and salaries
derived from Bureau of Labor Sta-
tistics monthly employment times
earnings times hours; for electricity
and gas, projected quantities based
on degree-day data from the Na-
tional Oceanic and Atmospheric
Administration times price based on
Bureau of Labor Statistics
consumer price indexes for utilities;
for others in this group, judgmental
trend.

Same as annual.

For casino gambling, receipts from
State agency; for others in this
group, judgmental trend.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Prod

uct side (GDP of $7,636.0 billion for 1996)—Continued

Fixed investment
($1,090.7)

See footnotes at end of table.

Nonresidential structures:
($215.2) 4

Utilities: Telecommuni-
cations
($11.9)

Utilities: Other
($21.4)

Mining exploration, shafts,
and wells
($16.1)

Industrial buildings
($32.1)

Other nonfarm buildings
and structures
($129.7)

Farm buildings
($3.7)

Nonresidential producers
durable equipment:
($566.2)

Equipment, except autos
($520.9)

New and used autos
($45.3)

Value put in place from Census Bureau monthly construction
survey.

Expenditures from Federal regulatory agencies and trade
sources.

Benchmark years—Expenditures from Census Bureau quin-
quennial census.

Other years—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 surveys on capital expenditures.

Benchmark years, except 1992—Value put in place from Cen-
sus Bureau monthly construction survey and improvements
from Department of Energy commercial buildings energy
consumption survey. For 1992, tabulations from Census
Bureau annual capital expenditure survey, adjusted for
undercoverage.

Other years—Value put in place from Census Bureau monthly
construction survey.

Benchmark years—Value put in place from Census Bureau
monthly construction survey and improvements from De-
partment of Energy commercial buildings energy consump-
tion survey.

Other years—Value put in place from Census Bureau monthly
construction survey.

Expenditures for new construction from Department of Agri-
culture surveys.

Benchmark years—Commodity-flow method, starting with
manufacturers’ shipments from Census Bureau quinquen-
nial 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 most recent year (except aircraft and trucks),
monthly survey of manufactures and including an adjust-
ment for exports and imports from Census Bureau foreign
trade data. For aircraft, manufacturers’ shipments from
Census Bureau current industrial report, adjusted for ex-
ports and imports. For trucks, domestic and North Amer-
ican imports, physical quantity purchased times average re-
tail price: Unit sales and information to allocate sales
among business and other purchasers from trade sources
and average price based on Bureau of Labor Statistics pro-
ducer price indexes; for truck trailers, shipments from Cen-
sus Bureau current industrial report.

For new autos, see entry for “new autos” under personal con-
sumption expenditures; for used autos, change in business

stock of autos at least 1 year old from trade source.

Same as annual.

Judgmental trend.

For petroleum and natural gas, same
as annual for other years; for min-
ing, judgmental trend.

Same as annual for other years.

Same as annual for other years.

Value put in place from Census Bu-
reau monthly construction survey.

For trucks, see entry for “new trucks”
under personal consumption ex-
penditures; for others in this group,
same as annual for other years but
with less detail.

For new autos, same as annual; for
used autos, judgmental trend.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Prod

uct side (GDP of $7,636.0 billion for 1996)—Continued

Fixed investment—
Continued

Change in business
inventories
($25.9)

See footnotes at end of table.

Residential investment:
($309.2) 5

Permanent-site new single-
family housing units
($159.1)

Permanent-site new multi-
family housing units
($20.3)

Mobile homes
($12.6)

Improvements
($74.4)

Brokers’ commissions
($36.3)

Producers’ durable equip-
ment
($7.5)

Manufacturing and trade
($18.0)

Other nonfarm industries
($5.0)

Farm
($2.9)

Value put in place based on phased housing starts and aver-

age construction cost from Census Bureau monthly con-
struction survey.

Value put in place from Census Bureau monthly construction

survey.

Benchmark years—See entry for “equipment, except autos”
under nonresidential producers’ durable equipment.

Other years—Physical quantity shipped times price: Ship-

ments from trade sources and average retail price from
Census Bureau monthly survey.

Expenditures by owner-occupants from Bureau of Labor Sta-
tistics quarterly consumer expenditure survey and by land-
lords from Census Bureau quarterly survey of landlords.

Physical quantity times price times average commission rate:
Number of single-family houses sold, mean sales price,
and commission rates from Census Bureau monthly con-
struction survey, Census Bureau biennial housing survey,
and trade sources.

See entry for “most goods” under personal consumption ex-
penditures.

Benchmark years—Inventories from Census Bureau quinquen-
nial censuses revalued to current replacement cost, using
information on the proportions of inventories reported using
different accounting methods, on the commodity composi-
tion of goods held in inventory, and on the turnover period,
all from Census Bureau quinguennial censuses and sur-
veys, combined with prices, largely based on Bureau of
Labor Statistics producer price indexes. (The difference be-
tween Census Bureau change in inventories and BEA
change in business inventories is the IVA.)

Other years except most recent—Inventories from Census Bu-
reau annual surveys, revalued as described above.

Most recent year—For retail auto dealers, quantities times av-
erage prices from trade sources; for all other, inventories
from Census Bureau monthly surveys, revalued as de-
scribed above.

Inventories revalued to current replacement cost (except when
noted as physical quantity times price) as described for
manufacturing and trade: For years except most recent, In-
ternal Revenue Service tabulations of business tax returns;
for most recent year, Census Bureau quarterly survey of
corporations for mining, monthly quantities from the Energy
Information Administration combined with Bureau of Labor
Statistics producer price indexes for electric utilities, and for
all others, judgmental trend.

Changes in physical quantities times current prices from De-
partment of Agriculture surveys.

Same as annual.

Same as annual.

Same as annual for other years.

Judgmental trend.

Same as annual.

Same as annual.

Same as annual for most recent year.

For electric utilities, same as annual
for most recent year; for all others,
judgmental trend.

Judgmental projections by BEA and
the Department of Agriculture.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Prod

uct side (GDP of $7,636.0 billion for 1996)—Continued

Net exports of
goods and
services
(-$94.8)

Government
consumption
expenditures and
gross investment
($1,406.7)

See footnotes at end of table.

Exports and imports of
goods, net
(-$191.5)

Exports and imports of
services, net
($96.6)

Federal national defense
consumption of general
government fixed capital
($57.3)

Federal national defense,
except consumption of
general government
fixed capital
($295.4)

Federal nondefense con-
sumption of general gov-
ernment fixed capital
($11.2)

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

Estimated as part of the balance of payments 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 transpor-
tation, and royalties and license fees), BEA quarterly or an-
nual surveys (supplemented with data from other sources).
Adjusted for balance-of-payments coverage of U.S terri-
tories and Puerto Rico, see entry above; adjusted to in-
clude financial services furnished without payment, see
entry for “imputed—banks, credit agencies, and investment
companies” under net interest, and adjusted for NIPA treat-
ment of military grants and labor income.

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

Within a control total established by fiscal year analysis: For
compensation, military wages from the Budget of the Unit-
ed States prepared by the Office of Management and
Budget, civilian wages and benefits from the Office of Per-
sonnel Management, and employer contributions for social

insurance mainly from outlays from Monthly Treasury State-

ment; for other than compensation, by type, based mainly
on data from Department of Defense reports.

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

For territorial adjustment and cov-
erage of gold, judgmental trend; for
all others, same as annual.

For territorial adjustment, judgmental
trend; for all others, same as an-
nual.

Same as annual.

For components of compensation,
employment from the Department
of Defense (military) and the Bu-
reau of Labor Statistics (civilian);
for other than compensation, same
as annual.

Same as annual.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of

Subcomponent (billions of

Annual estimates: Source data and methods used to deter-
mine level for benchmark and other years or used to prepare

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

dollars) dolars) an extrapolator or interpolator extrapolator
Product side (GDP of $7,636.0 billion for 1996)—Continued
Government Federal nondefense, except | Within a control total established by fiscal year analysis: For For components of compensation,

consumption
expenditures and
gross
investment—
Continued

See footnotes at end of table.

consumption of general
government fixed capital
($156.1)

State and local compensa-
tion of general govern-
ment employees, except
force-account construc-
tion
($547.2)

State and local structures
($128.5)

State and local brokerage
charges and financial
services furnished with-
out payment
($13.0)

State and local consump-
tion of general govern-
ment fixed capital
($56.6)

State and local investment
in equipment and con-
sumption expenditures,
except compensation,
consumption of fixed
capital, brokerage
charges, and financial
services furnished with-
out payment.

($141.4)

Commodity Credit Corporation inventory change, book val-
ues of acquisitions and physical quantities of dispositions
from agency reports times average market prices from the
Department of Agriculture; for financial services furnished
without payment, see entry for “imputed—banks, credit
agencies, and investment companies” under net interest;
for compensation, civilian wages and benefits from the Of-
fice of Personnel Management and employer contributions
for social insurance mainly from outlays from Monthly
Treasury Statement; for petroleum sales (Naval Petroleum
Reserve), 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, value put in place from Census Bureau
monthly construction survey; for all other, outlays from
Monthly Treasury Statement.

For wages and salaries, tabulations of wages and salaries of
employees covered by State unemployment insurance from
the Bureau of Labor Statistics; for employer contributions
for social insurance, tabulations from the Social Security
Administration, other agencies administering social insur-
ance programs, and Census Bureau surveys of State and
local government retirement funds, adjusted to a calendar
year basis from a fiscal year basis; for other labor income,
trade sources, Health Care Financing Administration, and
Census Bureau surveys of State and local governments,
adjusted to a calendar year basis from a fiscal year basis.

Value of construction put in place from Census Bureau
monthly construction survey.

See entries under personal consumption expenditures for
services.

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

Years except most recent—Total expenditures from Census
Bureau quinguennial censuses and annual surveys of State
and local governments, selectively replaced with source
data that are more appropriate for the NIPA's and adjusted
as follows: For coverage; for netting and grossing dif-
ferences; to a calendar year basis from a fiscal year basis;
for other timing differences; to exclude interest, subsidies,
net expenditures of government enterprises, and transfer
payments; and to exclude compensation and structures.

Most recent year—Judgmental trend.

employment from the Bureau of
Labor Statistics; for other than
compensation, same as annual.

For wages and salaries, derived from
Bureau of Labor Statistics monthly
employment times earnings from
Bureau of Labor Statistics employ-
ment cost index, if available; other-
wise, judgmental trend. For other
compensation, judgmental trend.

Same as annual.

See entries under personal consump-
tion expenditures for services.

Same as annual.

Same as annual for most recent year.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Income side (Gross national income of $7,697.6 billion for 1996)

Compensation of
employees ©
($4,426.9)

See footnotes at end of table.

Wage and salary accruals:
Private industries
($2,991.0)

Wage and salary accruals:
Federal Government
($177.2)

Wage and salary accruals:
State and local govern-
ments
($465.4)

Employer contributions for
social insurance
($385.7)

Other labor income: Group
health insurance
($262.7)

Other labor income: Pen-
sion and profit-sharing
($94.8)

Other labor income: Work-
ers’ compensation
($37.0)

Other labor income: Group
life insurance
($7.4)

For most industries, annual tabulations of wages and salaries
of employees covered by State unemployment insurance
from the Bureau of Labor Statistics; for remainder, wages
from a variety of sources (such as the Department of Agri-
culture for farms and the Railroad Retirement Board for
railroad transportation), adjusted for understatement of in-
come on tax returns and for several coverage differences.

For civilians, wages from the Office of Personnel Manage-
ment; for military personnel, wages from the Budget of the
United States prepared by the Office of Management and
Budget.

Mainly tabulations of wages and salaries of employees cov-
ered by State unemployment insurance from the Bureau of
Labor Statistics.

Years except most recent—Tabulations from the Social Secu-
rity Administration and other agencies administering social
insurance programs, and Census Bureau surveys of State
and local government retirement funds, adjusted to a cal-
endar year basis from a fiscal year basis.

Most recent year—Census Bureau surveys of State retirement
funds, adjusted to a calendar year basis from a fiscal year
basis.

Years except 3 most recent—Total contributions from the
Health Care Financing Administration less employee con-
tributions from the Bureau of Labor Statistics consumer ex-
penditure survey.

Three most recent years—Employer costs for employee com-
pensation from the Bureau of Labor Statistics.

Years except 2 most recent—Tabulations from the Depart-
ment of Labor.

Two most recent years—Employer costs for employee com-
pensation from the Bureau of Labor Statistics or Internal
Revenue Service tabulations of business tax returns.

Years except most recent—Employer contributions from trade
sources and contributions for self-insured plans from the
Social Security Administration.

Most recent year—Judgmental trend.

Years except most recent—Group premiums and estimates of
employer share from trade sources.

Most recent year—Judgmental trend.

For most industries, wages and sala-
ries derived from Bureau of Labor
Statistics monthly employment
times earnings times hours; for oth-
ers, judgmental trend.

For civilians, employment from the
Bureau of Labor Statistics and
judgmental trend; for military per-
sonnel, employment from the De-
partment of Defense and
judgmental trend.

Derived from Bureau of Labor Statis-
tics monthly employment times
earnings from Bureau of Labor Sta-
tistics employment cost index, if
available, otherwise judgmental
trend.

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

Judgmental trend.

Judgmental trend.

Judgmental trend.

Judgmental trend.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Income side

(Gross national income of $7,697.6 billion for 1996)—Continued

Proprietors’ income
with IVA and
CCAdj
($520.3)

Rental income of
persons with
CCAdj
($146.3)

See footnotes at end of table.

Farm income with IVA
($45.0)

Farm CCAdj
(-$7.8)

Nonfarm income
($455.3)

Nonfarm IVA
(-%0.2)

Nonfarm CCAdj
($28.0)

Owner-occupied nonfarm
housing
($109.7)

Tenant-occupied nonfarm
housing
($52.7)

Farms owned by nonopera-
tor landlords
($6.8)

Nonfarm nonresidential
properties
($15.8)

Royalties
($8.3)

CCAdj
(-%47.0)

Based on Department of Agriculture data on net income, ob-
tained by deriving gross income (cash receipts from mar-
keting, inventory change, government payments, other cash
income, and nonmoney income) and subtracting production
expenses, adjusted to exclude corporate income from Inter-
nal Revenue Service tabulations of business tax returns
and adjusted to a NIPA basis.

See entry for “CCAd]” under consumption of fixed capital.

Years except most recent—Income from Internal Revenue
Service tabulations of business tax returns, adjusted for un-
derstatement of income on tax returns and for several con-
ceptual differences.

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

See entry for “IVA” under corporate profits with IVA and
CCAdj.

See entry for “CCAd]" under consumption of fixed capital.

Benchmark years—Derived as space rent (see entry for “non-
farm dwellings” under personal consumption expenditures)
less related expenses, including maintenance and repair
from Bureau of Labor Statistics quarterly consumer expend-
iture survey, mortgage interest, and property taxes from
Census Bureau decennial survey of residential finance.

Other years—Same as benchmark years, except mortgage in-
terest, based on mortgage debt from the Federal Reserve
Board times a BEA interest rate, and property taxes from
Census Bureau quarterly surveys of State and local tax
collections.

Same as owner-occupied nonfarm housing, adjusted to cover
only rental income accruing to persons not primarily en-
gaged in the real estate business.

Prepared in conjunction with farm proprietors’ income; see
entry for “farm income with VA" under proprietors’ income
with IVA and CCAdj.

Years through 1983—Rents paid and received by business
and government, adjusted for expenses associated with
property (mainly depreciation, taxes, interest, and repairs)
from Internal Revenue Service tabulations of business tax
returns, Census Bureau surveys, and the Budget of the
United States prepared by the Office of Management and
Budget.

Other years—Judgmental trend.

Years except most recent—Internal Revenue Service tabula-
tions of royalties reported on individual income tax returns.

Most recent year—Judgmental trend.

See entry for “CCAd]” under consumption of fixed capital.

For crops, BEA quarterly allocation of
Department of Agriculture annual
projections of crop output; for live-
stock, Department of Agriculture
quarterly projections of cash re-
ceipts and inventories; for both
crops and livestock, quarterly allo-
cation of Department of Agriculture
annual projections of government
subsidy payments and production
expenses.

Same as annual for most recent year.

For owner-occupied space rent, same
as annual; for depreciation, inter-
est, and taxes, based on NIPA es-
timates of those components; for
other expenses, judgmental trend.

Same as annual.

Judgmental trend.

Judgmental trend.

Same as annual for most recent year.



SURVEY OF CURRENT BUSINESS

March 1998 e 59

Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Income side

(Gross national income of $7,697.6 billion for 1996)—Continued

Corporate profits
with IVA and
CCAdj
($735.9)

Net interest
($425.1)

See footnotes at end of table.

Domestic profits before tax
($580.7)

Rest-of-the-world profits be-
fore tax
($95.9)

IVA
(-$2.5)

CCAd|
($61.8)

Domestic monetary, net
($87.6)

Rest-of-the-world monetary,
net
(-$76.4)

Years except most recent—Receipts less deductions from In-
ternal Revenue Service tabulations of business tax returns,
adjusted for understatement of income on tax returns and
for several conceptual differences.

Most recent year—Profits from Census Bureau quarterly sur-
vey of corporate profits, regulatory agency reports, and
compilations of publicly available corporate financial state-
ments.

Estimated as part of the balance of payments accounts: For
direct investment income, BEA surveys; for portfolio in-
come, Treasury Department surveys. Adjusted for NIPA
coverage of U.S. territories and Puerto Rico—see entry for
“exports and imports of goods, net,” under net exports of
goods and services.

The IVA on the income side (for corporations and for nonfarm
sole proprietorships and partnerships) and the IVA on the
product side (described under the entry for change in busi-
ness inventories) differ because the source data reflect dif-
ferent proportions of accounting methods (last-in, first-out
(LIFO), etc.) underlying reported inventories. The income-
side IVA is based on the product-side VA, adjusted by the
relationship between non-LIFO inventories from Internal
Revenue Service tabulations of business tax returns and
non-LIFO inventories from the Census Bureau.

See entry for “CCAd]" under consumption of fixed capital.

Years except most recent—For farm interest paid, Department
of Agriculture surveys; for residential mortgage interest
paid, Census Bureau decennial residential finance survey
and mortgage debt from the Federal Reserve Board times
a BEA interest rate; for most other interest paid and re-
ceived by business, Internal Revenue Service tabulations of
business tax returns, adjusted for misreporting on tax re-
turns and for several conceptual differences.

Most recent year—For farm and mortgage interest paid, same
as other years; for other interest, interest receipts and pay-
ments from regulatory agencies (such as the Federal De-
posit Insurance Corporation), from trade sources, or ob-
tained by applying BEA interest rates to interest-bearing
assets/liabilities from Federal Reserve Board flow-of-funds
accounts.

Estimated as part of the balance of payments accounts: For
direct investment income, BEA surveys; for portfolio in-
come, Treasury Department surveys. Adjusted for NIPA
coverage of U.S. territories and Puerto Rico—see entry for
“exports and imports of goods, net,” under net exports of
goods and services.

For some industries in transportation
and some in finance, etc.,
judgmental trend; for others, same
as annual for most recent year.
(Released at time of preliminary
estimate of GDP for the first, sec-
ond, and third quarters and of final
estimate for the fourth quarter.)

Same as annual. (Released on same
schedule as domestic profits before
tax.)

Same as annual.

Derived by combining estimates of (1)
interest received by persons, (2)
government interest paid and re-
ceived, and (3) interest paid by
persons. For (1), judgmental trend;
for (2), Monthly Treasury Statement
for Federal and judgmental trend
for State and local; for (3),
consumer debt from the Federal
Reserve Board times BEA esti-
mates of interest rates. (Released
on same schedule as domestic
profits before tax.)

Same as annual. (Released on same
schedule as domestic profits before
tax.)
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of
dollars)

Subcomponent (billions of
dollars)

Annual estimates: Source data and methods used to deter-
mine 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

Income side

(Gross national income of $7,697.6 billion for 1996)—Continued

Net interest—
Continued

Business transfer
payments
($33.6)

Indirect business tax
and nontax
liability
($604.8)

Subsidies less
current surplus of
government
enterprises
($25.4)

See footnotes at end of table.

Imputed—banks, credit
agencies, and invest-
ment companies
($180.1)

Imputed—life insurance
carriers and private non-
insured pension plans
($233.7)

Federal Government
($95.8)

State and local govern-
ments
($508.9)

Federal Government
($37.7)

State and local govern-
ments
(-$12.3)

Property income earned on investment of deposits and mone-
tary interest paid to depositors (and for mutual depositories,
profits from Internal Revenue Service tabulations of busi-
ness tax returns) from annual reports of regulatory agen-
cies and the Federal Reserve Board. Imputed interest (fi-
nancial services furnished without payment) is allocated to
persons, government, and the rest of the world on the
basis of deposit liabilities from the same sources.

Property income earned (and for life insurance carriers, prof-
its) from Internal Revenue Service tabulations of business
tax returns, trade sources, and the Federal Reserve Board.

Payments to persons: For charitable contributions, for years
except most recent, Internal Revenue Service tabulations of
business tax returns or, for most recent year, judgmental
trend; for other components (such as liability payments for
personal injury), for years except most recent, information
from government agency reports and trade sources or, for
most recent year, judgmental trend. Payments to the rest
of the world: Estimated as part of the balance of payments
accounts.

For excise taxes, collections from the Bureau of Alcohol, To-
bacco, and Firearms and the Internal Revenue Service; for
customs duties, receipts from Monthly Treasury Statement;
and for nontaxes (such as fines), receipts from the Budget
of the United States prepared by the Office of Management
and Budget.

Receipts from Census Bureau quinquennial censuses and an-
nual and quarterly surveys, adjusted to a calendar year
basis from a fiscal year basis.

For subsidies, payments by the Commodity Credit Corporation
from agency reports and, for most other agencies, outlays
from Monthly Treasury Statement, for current surplus, main-
ly reports of various agencies, such as the Postal Service,
and consumption of fixed capital estimates derived with
perpetual-inventory calculations at current cost, based on
gross investment and on investment prices.

For subsidies, limited to railroad, Census Bureau annual sur-
veys of expenditures, adjusted to a calendar year basis
from a fiscal year basis. For current surplus: For current
operating receipts, mainly revenue data from Census Bu-
reau annual surveys of State and local governments, ad-
justed to a calendar year basis from a fiscal year basis; for
current operating expenditures, see entries (1) for “State
and local investment in equipment and consumption ex-
penditures, except compensation, consumption of fixed cap-
ital, brokerage charges, and financial services furnished
without payment” and (2) for “State and local consumption
of general government fixed capital” under Government
consumption expenditures and gross investment.

Judgmental trend.

Judgmental trend. (Released on same
schedule as domestic profits before
tax.)

Judgmental trend.

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

Judgmental trend.

For subsidies, Commodity Credit Cor-
poration reports and judgmental
trend; for current surplus,
judgmental trend and consumption
of fixed capital estimates derived
with perpetual-inventory calcula-
tions at current cost, based on
gross investment and on invest-
ment prices.

Judgmental trend.
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Table 1.—Principal Source Data and Estimating Methods Used in Preparing Estimates of Current-Dollar GDP—Continued

Component (billions of

Subcomponent (billions of

Annual estimates: Source data and methods used to deter-
mine level for benchmark and other years or used to prepare

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

dollars) dolars) an extrapolator or interpolator extrapolator
Income side (Gross national income of $7,697.6 billion for 1996)—Continued
Consumption of Government:
fixed capital ($147.4)
($830.1)
General government Perpetual-inventory calculations at current cost, based on Same as annual.
($125.1) gross investment and on investment prices.
Government enterprise Perpetual-inventory calculations at current cost, based on Same as annual.
($22.3) gross investment and on investment prices.
Private: Perpetual-inventory calculations at current cost, based on Same as annual.
($682.7) gross investment and on investment prices.

Capital consumption allow-
ances
($709.9)

Less: CCAdj
($27.1)

Years except most recent—For depreciation of corporations
and of nonfarm sole proprietorships and partnerships, Inter-
nal Revenue Service tabulations of business tax returns,
adjusted for several conceptual differences; for other depre-
ciation (including noncorporate farms, nonprofit institutions,
and owner-occupied houses), perpetual-inventory calcula-
tions; for accidental damage to fixed capital, losses re-
ported to insurance companies and government agencies.

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

For corporations and nonfarm sole proprietorships and part-
nerships, the difference between tax-return-based calcula-
tions and perpetual-inventory calculations; for other (includ-
ing noncorporate farms, nonprofit institutions, and owner-
occupied houses), the difference between perpetual-inven-

tory calculations at historical cost and current cost.

Judgmental trend.

Judgmental trend.

1. Includes $10.6 billion for food produced and consumed on farms, standard clothing issued to  structures.
military personnel, and used trucks.

2. The retail-control method cited under “personal consumption expenditures (PCE) for most
goods” is based on retail trade sales data that include sales of gasoline service stations. Estimates
of PCE for gasoline and oil are derived separately and are deducted from the retail-control totals

5. Includes -$1.0 billion for other structures (dormitories, fraternity and sorority houses, nurses’

(that include goods sold by gasoline service stations) to derive the estimates for “PCE for most CCAdj Capital consumption adjustment

goods.”

IVA  Inventory valuation adjustment

3. Also referred to as “services furnished without payment by financial intermediaries, except life NIPA  National income and product account
insurance carriers and private noninsured pension plans.”

4. Includes $0.5 billion for brokers’ commissions on sale of structures and net purchases of used

homes, etc.) and net purchases of used structures.
6. Includes -$2.6 billion for wage and salary accruals: Rest of the world, net, and $5.7 billion
for other labor income: Supplemental unemployment, directors’ fees, and judicial fees.

Source: 1996 estimates—SURVEY OF CURRENT BUSINESS, August 1997.
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Table 2—Methodology Used in Preparing Estimates of Real GDP

Deflation, using price based on—

Using quantity for—

Components of

Component Subcomponent the Consumer
Price Index (CPI) Other Extrapolation Direct valuation
or the Producer
Price Index (PPI)
Personal Durable and nondurable

consumption
expenditures

goods:

Most goods (except sub-
components listed sepa-
rately).

New autos
Net purchases of used
autos.

New trucks

Gasoline and oil

Food furnished to employ-
ees (including military).

Expenditures abroad by
U.S. residents less per-
sonal remittances in kind
to nonresidents.

Services:

Nonfarm dwellings—space
rent for owner-occupied
and rent for tenant-occu-
pied.

Rental value of farm dwell-
ings.

See footnotes at end of table.

Except as noted,
CPI; military
clothing, PPI.

CPI
CPI
CPI

CPI

Computers, BEA price index,
Bureau of Labor Statistics
import price indexes, and
PPI.

Foreign consumer price in-
dexes (exchange-rate ad-
justed).

Net value of farm housing
stock from BEA capital

stock series.

Used autos, in two
parts: (1) Margin,
unit sales from
trade sources with
dealer margins
from Census Bu-
reau and trade
sources; (2) net
transactions, net
change in unit
stock of autos held
by consumers by
year of original
sale, valued by de-
preciated original
value in base-year
dollars.
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Deflation, using price based on—

Using quantity for—

Components of

Component Subcomponent the Consumer
Price Index (CPI) Other Extrapolation Direct valuation
or the Producer
Price Index (PPI)
Personal Services—Continued:

consumption
expenditures—
Continued

See footnotes at end of table.

Domestic services

Motor vehicle and other re-

pair, other purchased
intercity transportation,
legal and funeral serv-
ices, barbershops and
beauty parlors, nursing
homes, laundries, em-
ployment agency fees,
accounting and tax return
preparation services,
recreation (except cable
TV, casino gambling,
parimutuel net receipts,
and lotteries), hotels and
motels, and other edu-
cation and research.

Physicians, dentists, and

other professional medi-
cal services.

Private nursery, elementary,

and secondary schools,
day care, welfare activi-
ties, and trade unions
and professional associa-
tions.

Public education and hos-

pitals, water and other
sanitary services, and
[otteries.

Financial services furnished

without payment by
banks, credit agencies,
and investment compa-
nies. *

Brokerage charges and in-

vestment counseling,
bank service charges,
intercity transportation
except other, and private
higher education.

Except as noted,
CPI; private
for-profit nurs-
ing homes,
PPI.

Except as noted,
CPI; physi-
cians, PPI.

Except as noted,
CPI; public
hospitals, PPI.

Except as noted,
CPI.

CPI

Private nonprofit nursing
homes, composite index of
input prices from the
Health Care Financing Ad-
ministration; clubs and fra-
ternal organizations, and
other education and re-
search, BEA composite
index of input prices.

BEA composite indexes of
input prices.

Airline transportation, BEA
index based on revenue
per passenger mile from
the Department of Trans-
portation and trade source,
and CPI for airline fares;
private higher education,
BEA composite index of
input prices.

Paid employee hours of
relevant financial institu-
tions.

Stock brokerage charges,
BEA orders, derived
from volume data from
the Securities and Ex-
change Commission
and trade sources.
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Table 2—Methodology Used in Preparing Estimates of Real GDP—Continued

Deflation, using price based on—

Using quantity for—

Components of

Component Subcomponent the Consumer
Price Index (CPI) Other Extrapolation Direct valuation
or the Producer
Price Index (PPI)
Personal Services—Continued:

consumption
expenditures—
Continued

Fixed investment

Insurance, private hospitals,
religious activities, cable
TV, utilities, and local
transport.

Foreign travel by U.S. resi-
dents less expenditures
in the United States by
nonresidents.

Other services: Casino
gambling, and parimutuel
net receipts; other hous-
ing except hotels and
motels; bridge, etc., tolls;
other household oper-
ation except repairs and
insurance; travel and en-
tertainment card fees;
stenographic and repro-
duction services; and
money orders and classi-
fied advertising.

Nonresidential structures:
ULIlItIES vveeeeeeeeccceeceveveees

Mining exploration, shafts,
and wells.

Nonfarm buildings and
structures.

Farm buildings ........cccccev....

See footnotes at end of table.

Except as noted,
CPI; private
for-profit hos-
pitals, PPI.

Expenditures in
the United
States, CPI.

Except as noted,
CPIL.

Gas and petro-
leum pipelines,
PPI.

Casing, PPI ........

Life insurance and religious
activities, BEA composite
indexes of input prices;
private nonprofit hospitals,
composite index of input
prices from the Health
Care Financing Adminis-
tration.

Foreign travel, BEA compos-
ite index of foreign
consumer price indexes
(exchange-rate adjusted).

Telecommunications, cost
index from trade source;
railroads, BEA price index;
other, cost indexes from
government agencies and
trade sources.

Exploration, cost index from
trade source; mines, im-
plicit price deflator for non-
farm nonresidential build-
ings.

Buildings, BEA index based
on cost index from trade
source and on Census
Bureau price deflator for
single-family houses under
construction; structures,
cost indexes from govern-
ment agencies.

Implicit price deflator for non-
farm nonresidential build-
ings.

Auto insurance, premiums
deflated by CPI; health
insurance, benefits de-
flated by CPI.

Parimutuel net receipts,
gross winnings deflated
by CPI.

Drilling, footage by geo-
graphic area from trade
source.
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Table 2—Methodology Used in Preparing Estimates of Real GDP—Continued

Component

Subcomponent

Deflation, using price based on—

Using quantity for—

Components of
the Consumer
Price Index (CPI)
or the Producer
Price Index (PPI)

Other

Extrapolation

Direct valuation

Fixed investment—
Continued

Nonresidential producers’
durable equipment:

Equipment, except autos,
telephone and telegraph
installation, and tele-
phone switching equip-
ment.

New and used autos ..........

Telephone and telegraph in-
stallation.

Telephone switching equip-
ment.
Residential investment:

Permanent-site new single-
family housing units.

Permanent-site new multi-
family housing units.

Mobile homes ... .
Improvements ..o

Brokers’ commissions .........

Producers’ durable equip-
ment.

See footnotes at end of table.

Domestic compo-
nents, except
as noted, PPI;
imported trans-
portation
equipment,
PPI.

New autos, CPI.

PPI

Major replace-
ments, CPI.

CPI

Imported components, except
computers and transpor-
tation equipment, Bureau
of Labor Statistics import
price indexes; domestic
and imported computers,
BEA price index, Bureau
of Labor Statistics import
price indexes, and PPI.

BEA cost index.

BEA price index.

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

BEA price index.

Additions and alterations,
BEA index based on Cen-
sus Bureau price deflator
for single-family houses
under construction and
CPI component.

Numbers of new and used
houses sold from Cen-
sus Bureau and trade

sources.

Used autos, in two
parts: (1) Margin,
unit sales from
trade sources with
dealer margins
from Census Bu-
reau and trade
sources; (2) net
transactions, net
change in unit
stock of autos held
by business by
year of original
sale, valued by de-
preciated original
value in base-year
dollars.
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Table 2—Methodology Used in Preparing Estimates of Real GDP—Continued

Component

Subcomponent

Deflation, using price based on—

Using quantity for—

Components of
the Consumer
Price Index (CPI)
or the Producer
Price Index (PPI)

Other

Extrapolation

Direct valuation

Change in
business
inventories

Net exports of
goods and
services 2

Nonfarm: Purchased goods,
all industries.

Nonfarm: Work-in-process
and finished goods, man-
ufacturing.

Exports and imports of
goods. 2

Exports and imports of
services. 2

See footnotes at end of table.

Except as noted,
PPI.

Except as noted,
PPI; some
overhead cost
items, CPI.

Gold; transpor-
tation equip-
ment; selected
agricultural
foods, feeds,
and bev-
erages; and
selected im-
ports of refined
petroleum, PPI.

Travel receipts,
medical re-
ceipts, and
students’ ex-
penditures,
CPI; freight
and port ex-
penditures and
telecommuni-
cations, PPI.

Crude petroleum, index from

the Energy Information Ad-
ministration; computers,
BEA price index, Bureau
of Labor Statistics import
price indexes, and PPI;
imported goods purchased
by trade industries, Bureau
of Labor Statistics import
price indexes.

BEA indexes of unit labor

cost.

Department of Agriculture av-

erage market prices..

Bureau of Labor Statistics

export and import price in-
dexes; electric energy ex-
ports and imports, and pe-
troleum imports, unit-value
indexes based on Census
Bureau values and quan-
tities; computer and semi-
conductor exports, BEA
price indexes and PPI;
computer and semiconduc-
tor imports, BEA price in-
dexes and Bureau of
Labor Statistics import
price indexes.

Military transfers and direct

defense expenditures
abroad, selected deflators
for Federal national de-
fense, except consumption
of fixed capital (see
below); passenger fares,
Bureau of Labor Statistics
export and import price in-
dexes; travel payments
and U.S. Government pay-
ments for miscellaneous
services, BEA composite
index of foreign consumer
price indexes (exchange-
rate adjusted); royalties
and fees, and other pri-
vate services, implicit price
deflator for final sales to
domestic purchasers.

Exports of financial serv-
ices furnished without
payment, * paid em-
ployee hours of rel-
evant financial institu-
tions.

Quantities and prices
of stocks of coal,
petroleum, and nat-
ural gas for utilities
from the Energy In-
formation Adminis-
tration.
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Deflation, using price based on—

Using quantity for—

Components of

Component Subcomponent the Consumer
Price Index (CPI) Other Extrapolation Direct valuation
or the Producer
Price Index (PPI)
Government Federal national defenSe | oo | e | e Perpetual-inventory

consumption
expenditures and
gross investment

consumption of general
government fixed capital.

Federal national defense,
except consumption of
general government fixed
capital.

Federal nondefense con-
sumption of general gov-
ernment fixed capital.

Federal nondefense, except
consumption of general
government fixed capital.

State and local compensa-
tion of general govern-
ment employees.

State and local structures.

See footnotes at end of table.

Selected goods,
PPI; utilities
and commu-
nications, CPI
and PPI.

Most goods, PPI;
rent, utilities,
and commu-
nications, CPI.

Some goods, some services,

and most military struc-

tures, BEA indexes based
on Department of Defense

prices paid; some serv-

ices, Bureau of Labor Sta-

tistics monthly earnings;
computers, BEA price
index, Bureau of Labor
Statistics import price in-
dexes, and PPI; non-

military structures, cost in-

dexes from trade sources

and government agencies.

Structures, cost indexes from
trade sources and govern-
ment agencies; computers,

BEA price index, Bureau
of Labor Statistics import
price indexes, and PPI;
most services, Bureau of
Labor Statistics monthly
earnings.

Cost indexes from trade

sources and government
agencies.

Military compensation, full-

time equivalent employ-
ment by rank and
length of service; civil-
ian compensation, full-
time equivalent employ-
ment by grade, ad-
justed for change from
base year in hours
worked.

Compensation, full-time

equivalent employment
by grade, adjusted for
change from base year
in hours worked; finan-
cial services furnished
without payment, * paid
employee hours of rel-
evant financial institu-
tions.

Employees in education,

full-time equivalent em-
ployment by education
and experience, ad-
justed for change from
base year in hours
worked; other employ-
ees, full-time equivalent
employment, adjusted
for change from base
year in hours worked.

calculations, based
on gross invest-
ment.

Many goods, some
services, and a few
military structures,
quantities and
prices from Depart-
ment of Defense
reports; electricity
and natural gas
quantities from the
Department of En-

ergy.

Perpetual-inventory
calculations, based
on gross invest-
ment.

Net purchases of ag-
ricultural commod-
ities by the Com-
modity Credit Cor-
poration, quantities
by crop from agen-
cy reports with De-
partment of Agri-
culture prices; se-
lected petroleum
transactions, quan-
tities and prices
from the Depart-
ment of Energy.
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Table 2—Methodology Used in Preparing Estimates of Real GDP—Continued

Deflation, using price based on—

Using quantity for—

Components of

Component Subcomponent the Consumer
Price Index (CPI) Other Extrapolation Direct valuation
or the Producer
Price Index (PPI)
Government State and local brokerage | ..o See entries under personal

consumption
expenditures and
gross
investment—
Continued

charges and financial
services furnished with-
out payment.

State and local consump-
tion of general govern-
ment fixed capital.

State and local investment
in equipment and con-
sumption expenditures,
except compensation,
consumption of fixed
capital, brokerage
charges, and financial
services furnished with-
out payment.

Services, except
as noted, and
goods used in
maintenance
and repair,
CPI; goods,
except as
noted, and
electricity, PPI.

consumption expenditures
for services.

Transportation, books, and
postal services, BEA in-
dexes based on Depart-
ment of Defense prices
paid; computers, BEA
price index, Bureau of
Labor Statistics import
price indexes, and PPI.

Perpetual-inventory
calculations, based
0on gross invest-
ment.

1. Also referred to as “services furnished without payment by financial intermediaries, except life

insurance carriers and private noninsured pension plans.”

2. Estimates of real exports and imports of goods and services are prepared separately. Real

and GNP—are prepared by deflation using the implicit price deflator for final sales to domestic pur-

chasers except for imputed interest paid to nonresidents, which is prepared by extrapolation using

receipts and payments of factor income from the rest of the world—the difference between GDP

paid employee hours of relevant institutions.
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A. Selected N1PA Tables

The tables in this section include the most recent estimates of gross domestic product and its components;
these estimates were released on February 27, 1998 and include the “preliminary” estimates for the fourth quarter
of 1997 and for the year 1997.

The selected set of n1pa tables shown in this section presents quarterly estimates, which are updated monthly.
In most tables, the annual estimates are also shown. |Most of the “annual only” ~ira tables were presented in the
August 1997 Survey or CURRENT Business; tables 8.20—8.26 were presented in the September 1997 SurvEey; and
the remaining “annual only” tables—-tables 3.15-3.20 and 9.1—9.6—were presented in the October 1997 SurvEy.

The selected n1pa tables are available on printouts or diskettes from Bea. To order nipa subscription
products using Visa or MasterCard, call the Bea Order Desk at 1-8o0—704—0415 (outside the United States,
202—606—9666).

The news release on gross domestic product (cop) is available at the time of release, and the selected ~nipa
tables are available later that day, on star-usa’s Economic Bulletin Board and Internet services; for information,
call staT-usa on 202—482-1986. In addition, the cpp news release is available the afternoon of the day of the
release, and the selected ~ipa tables are available about 2 weeks later (when the Survey is sent to the printer),
on BEA’S Internet site <http://www.bea.doc.gov>.

1. National Product and Income

Table 1.1.—Gross Domestic Product
[Billions of dollars]

Table 1.2.—Real Gross Domestic Product
[Billions of chained (1992) dollars]

Seasonally adjusted at annual rates

Seasonally adjusted at annual rates

1996 | 1997 1996 1997 1996 | 1997 1996 1997
1} \% | Il 1l vV 1} \% | 1 1l vV
Gross domestic product |7,636.0(8,081.0{7,676.0{7,792.9|7,933.6|8,034.3|8,124.3(8,231.8 Gross domestic product  [6,928.4|7,189.6|6,943.8|7,017.4/7,101.6{7,159.6|7,214.0|7,283.3
Personal consumption Personal consumption
expenditures ... 5,207.6|5,488.1|5,227.4(5,308.1|5,405.75,432.1|5,527.4|5,587.2 expenditures ... 4,714.14,869.3|4,718.2(4,756.4|4,818.1(4,829.4(4,896.2|4,933.5
Durable goods 634.5| 659.1| 634.5| 638.2| 658.4| 644.5| 667.3| 666.2 Durable goods .| 611.1| 6455| 611.9| 617.1| 637.8| 629.0| 656.1| 658.9
Nondurable goods . ]1,534.7{1,592.1|1,538.3|1,560.1{1,587.4|1,578.9(1,600.8|1,601.4 Nondurable goods .. |1,432.3(1,458.8|1,433.9|1,441.2(1,457.8|1,450.0|1,465.5|1,461.9
Services 3,038.4|3,236.9/3,054.6{3,109.8|3,159.93,208.7|3,259.3|3,319.6 Services . [2,671.0{2,765.7(2,672.8|2,698.2|2,723.9|2,749.8|2,776.1{2,812.9
Gross private domestic Gross private domestic
investment 1,116.5/1,240.9/1,149.2{1,151.1{1,193.6|1,242.0|1,250.2|1,277.8 investment . [1,069.1{1,195.7{1,100.3|1,104.8|1,149.2|1,197.1|1,204.6{1,231.8
Fixed investment 1,090.7(1,172.6|1,112.0(1,119.2(1,127.5|1,160.8{1,201.3| 1,200.8 Fixed investment 1,041.7(1,122.2|1,060.9(1,068.7(1,079.0|1,111.4|1,149.3|1,149.2
Nonresidential 781.4| 845.4| 798.6| 807.2| 811.3| 836.3| 872.0| 861.9 Nonresidential 771.7| 846.8| 789.3| 800.8| 808.9| 837.0| 874.5| 866.6
Structures 215.2| 229.9| 217.7| 227.0| 227.4| 226.8| 232.9| 2325 Structures 188.7| 1952 190.0| 196.9| 195.9| 1935 196.7| 1945
Producers’ durable Producers’ dur
equipment ... 566.2| 6155 580.9| 580.2| 583.9| 609.5| 639.1| 629.4 equipment ... 586.0| 657.7| 602.9| 606.7| 616.6| 649.3| 685.3| 679.7
Residential 309.2 327.2| 313.5| 312.0/ 316.2| 324.6| 329.3| 338.9 Residential 272.1| 279.6| 274.1| 271.1| 2733| 278.2| 280.1| 286.7
Change in business Change in business
INVENLONES ..voovevririeiinae 259 683 37.1| 319| 66.1| 81L1] 489 77.0 INVENLONES ..oooveveviririinae 25.0{ 657 37.9| 329| 637 776 475 740
Net exports of goods and Net exports of goods and
Services ... -94.8| -100.8| -114.0| -88.6| -98.8| -88.7|-111.3| -104.2 Services ... -114.4| -146.4| -138.9| -105.6| -126.3| -136.6| -164.1| —-158.5
Exports .. 870.9| 958.0( 863.7| 904.6| 922.2| 960.3| 965.8| 983.8 Exports .. 857.0| 963.6| 851.4| 901.1| 922.7| 962.5| 973.0| 996.4
Goods 617.5| 686.5| 609.7| 640.5| 656.2| 690.0| 691.1| 708.7 Goods 628.4| 725.2| 623.0| 666.2| 686.2| 725.8| 731.8| 757.0
Service 253.3| 2715| 254.0| 264.2| 266.0{ 270.3| 274.8| 275.1 Service 229.9| 2423| 229.4| 236.8| 238.9| 240.8| 245.0| 2445
Imports .. 965.7(1,058.8| 977.6| 993.2|1,021.0(1,049.0(1,077.1{1,088.0 Imports ...... 971.5(1,110.0{ 990.2|1,006.6/1,048.9/1,099.1|1,137.1(1,154.9
Goods 809.0| 888.7| 820.2| 834.6| 855.8| 880.1| 905.6| 913.5 Goods 823.1| 947.7| 841.7| 857.5| 891.3| 938.4| 972.7| 988.4
Services ... 156.7| 170.0| 157.5| 158.6| 1652 168.9| 171.6| 1745 Services ... 149.0| 163.5| 149.3| 150.0| 158.4| 161.8| 165.8| 168.0
Government consumption Government consumption
expenditures and gross expenditures and gross
investment ... 1,406.7(1,452.7|1,413.5|1,422.3(1,433.1|1,449.0{1,457.9|1,470.9 investment ... . |1,257.9(1,269.7|1,261.5(1,261.8{1,260.5|1,270.1|1,273.4|1,274.7
Federal .. 520.0| 523.8| 521.6| 517.6| 516.1| 526.1| 525.7| 527.4 Federal ........ 464.2| 457.0 465.7| 459.6| 452.8| 460.1| 458.8| 456.4
National d 352.8| 350.4| 354.8| 350.6| 343.3| 350.6| 352.1| 355.6 National defense 317.8| 308.7| 319.4| 3136| 303.9| 309.4| 310.3| 311.3
Nondefense ...... 167.3| 173.4| 166.8| 167.0| 172.8| 1755| 173.6| 171.8 Nondefense ... 146.1| 147.9| 146.0| 145.7| 1485 150.2| 148.0{ 144.8
State and local 886.7| 928.9| 891.9| 904.7| 917.0{ 923.0| 932.3| 9435 State and local . 793.7| 812.7| 795.9| 802.3| 807.7| 810.1| 814.7| 818.3
NoTE.—Percent changes from preceding period for selected items in this table are shown in table 8.1. Residual -16| 42| 24| 38 -29] -39 46 48

Note.—Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992
current-dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity
indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive.
The residual line is the difference between the first line and the sum of the most detailed lines.

Percent changes from preceding period for selected items in this table are shown in table 8.1; contributions to
the percent change in real gross domestic product are shown in table 8.2.
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Table 1.4—Real Gross Domestic Product by Major Type of Product
[Billions of chained (1992) dollars]

Seasonally adjusted at annual rates

1996 | 1997 1996 1997

Il \% | Il [l vV

Seasonally adjusted at annual rates

Gross domestic product
Final sales of domestic

7,636.0(8,081.0(7,676.0{7,792.9(7,933.6|8,034.3|8,124.3|8,231.8

ProduCE ..o 7,610.2|8,012.77,638.9(7,761.0|7,867.4(7,953.2|8,075.3|8,154.7
Change in business

INVENtONIES ..vvvvervvverrieries 259| 683 37.1| 31.9| 66.1| 811| 489| 77.0

Goods . |2,785.2{2,943.7|2,797.8|2,826.9(2,904.6|2,936.0{2,952.1| 2,982.3

Final sales . 12,759.3|2,875.4(2,760.7|2,795.0{2,838.4(2,854.912,903.2(2,905.2
Change in business
INVENtOries ......o.cccvreinnne 259| 683| 37.1| 319 66.1 8L1| 489 77.0

Durable goods . . [1,228.911,315.4{1,249.5|1,232.4|1,279.8|1,322.1{1,323.9{1,335.9

Final sales ... 1,212.0|1,283.0{1,216.3|1,233.5(1,248.0(1,275.3|1,305.3{1,303.5
Change in business
inventories 16.9| 324| 333 -11| 318/ 468 186| 325
Nondurable goods 1,556.3|1,628.3(1,548.3(1,594.5(1,624.7(1,613.9(1,628.2|1,646.3
Final sales . 11,547.3]1,592.4(1,544.411,561.5{1,590.4(1,579.6|1,597.9(1,601.7
Change in business
inventories ... 9.0[ 359 39| 330| 343| 344 303| 446
Services ... |4,187.3|4,433.1|4,208.1(4,282.7(4,338.2|4,400.1|4,462.3|4,531.9
SEIUCLUTES oo 663.6| 704.1| 670.1| 683.3| 690.8| 698.2| 709.8| 717.6
Addenda:
Motor vehicle output ............... 271.4| 2843| 278.7| 267.2| 281.4| 270.4| 287.4| 298.1
Gross domestic product less
motor vehicle output ........... 7,364.7(7,796.7|7,397.3|7,525.8|7,652.2|7,764.0|7,836.9|7,933.7

Note.—Percent changes from preceding period for selected items in this table are shown in table 8.1.

Table 1.5.—Relation of Gross Domestic Product, Gross Domestic
Purchases, and Final Sales to Domestic Purchasers
[Billions of dollars]

1996 | 1997 1996 1997
I v | Il 11} v
Gross domestic product  [6,928.4|7,189.6|6,943.8|7,017.4/7,101.6{7,159.6|7,214.0|7,283.3
Final sales of domestic
01010110 QRN 6,901.0{7,119.2{6,905.0|6,981.7|7,034.1|7,077.7|7,160.3|7,204.5
Change in business
INVENLONIES .vouveevevrrereienne 25.0{ 657 37.9| 329| 637 776 475 740
Residual . 24 47 9 28 38 43 6.2 48
Goods ........ .. |2,662.6(2,807.2(2,673.1|2,704.1|2,769.3|2,796.7|2,815.4|2,847.6
Final sales .... . [2,635.5(2,734.5(2,634.0|2,668.4|2,699.6|2,711.8|2,760.7(2,766.0
Change in busi
inventories ... 250/ 657 379 329 637 776 475/ 740
Durable goods .. . [1,222.1{1,324.9(1,244.0|1,228.5|1,277.0|1,327.5|1,338.4{1,356.8
Final sales .... 1,205.8/1,293.1|1,211.411,230.1{1,245.8|1,281.4|1,320.4|1,324.7
Change in business
inventories ... . 159| 304| 313 -9 29.9| 438| 175] 307
Nondurable goods . [1,443.7(1,488.8(1,433.5(1,477.9|1,496.1|1,476.2|1,484.3|1,498.5
Final sales 1,433.2|1,448.7|1,426.5/1,442.6{1,458.3|1,437.5|1,449.0/1,450.2
Change in business
INVeNtories .........ccuvienne 9.1 352 6.6 338 33.8| 338 301 433
Services 3,686.6(3,791.0(3,689.0(3,723.9|3,743.9|3,774.4/3,804.8(3,840.8
Structures .. 582.2| 598.5| 585.0/ 592.9| 595.1| 595.7| 600.7| 602.5
ReSidUal ..o -44| -713| -60/ -50f -52| -70/ -85 -89
Addenda:
Motor vehicle output ............... 2413| 252.1| 246.8| 236.5| 247.5| 240.6| 254.0| 266.1
Gross domestic product less
motor vehicle output ........... 6,687.1(6,937.7(6,696.8|6,781.0|6,854.1/6,919.1/6,960.1/7,017.3

Note.—Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992
current-dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity
indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive.
The residual line following change in business inventories is the difference between gross domestic product and
the sum of final sales of domestic product and of change in business inventories; the residual line following struc-
tures is the difference between gross domestic product and the sum of the detailed lines of goods, of services,
and of structures.

Percent changes from preceding period for selected items in this table are shown in table 8.1

Table 1.6.—Relation of Real Gross Domestic Product, Real Gross
Domestic Purchases, and Real Final Sales to Domestic Purchasers
[Billions of chained (1992) dollars]

Gross domestic product .......... 7,636.0(8,081.0/7,676.0|7,792.9|7,933.6|8,034.3)|8,124.3|8,231.8
Less: Exports of goods and

SEIVICES vvvvanvivrnriecrieseniiis 870.9| 958.0 863.7| 904.6| 922.2| 960.3| 965.8| 983.8
Plus: Imports of goods and

SEIVICES vuveererereereeeerenienns 965.7|1,058.8| 977.6] 993.2|1,021.0|1,049.0|1,077.11,088.0
Equals: Gross domestic

purchases ... 7,730.9(8,181.8/7,790.0{7,881.5|8,032.4(8,123.1|8,235.6|8,335.9
Less: Change in business

inventories ... 259| 683| 37.1| 319 66.1] 8L1| 489 77.0
Equals: Final sales to

domestic purchasers ............ 7,705.0(8,113.4|7,752.8|7,849.6|7,966.3|8,042.0|8,186.6|8,258.9

Gross domestic product .......... |6,928.4|7,189.6/6,943.8|7,017.4|7,101.6(7,159.6|7,214.0{7,283.3
Less: Exports of goods and

SEIVICES ovueervreercereieeesenieias 857.0| 963.6| 851.4| 901.1| 922.7| 962.5| 973.0| 996.4
Plus: Imports of goods and

SEIVICES vvvevirrererirerrineiriinas 971.5{1,110.0{ 990.2{1,006.6{1,048.9{1,099.1(1,137.1|1,154.9
Equals: Gross domestic

PUIChases ....ccoeveveiineirnnnns 7,037.7(7,325.3|7,075.3|7,118.4|7,220.9|7,286.9| 7,364.6|7,428.7
Less: Change in business

INVENtONIES ...ovevvveeriviiiiiiinns 250 65.7| 379/ 329 637 776 475 740
Equals: Final sales to

domestic purchasers .......... 7,010.2{7,254.6|7,036.4(7,082.7(7,153.1|7,204.7{7,310.9|7,349.7

Note.—Percent changes from preceding period for selected items in this table are shown in table 8.1.

Table 1.7.—Gross Domestic Product by Sector
[Billions of dollars]

Note.—Chained (1992) dollar series are calculated as the product of the chain-type quantity index and the 1992
current-dollar value of the corresponding series, divided by 100. Because the formula for the chain-type quantity
indexes uses weights of more than one period, the corresponding chained-dollar estimates are usually not additive.

Percent changes from preceding period for selected items in this table are shown in table 8.1.

Table 1.8.—Real Gross Domestic Product by Sector
[Billions of chained (1992) dollars]

Gross domestic product  [7,636.0|8,081.0|7,676.0(7,792.9|7,933.6(8,034.3|8,124.3|8,231.8

Business?® ... . [6,401.0{6,795.1(6,434.2|6,543.1|6,666.5|6,755.0{6,831.8{6,927.0
Nonfarm* . 6,311.6(6,700.5(6,341.7(6,450.0(6,573.1|6,657.9|6,736.8|6,834.1
Nonfarm less housing 5,652.8(6,011.215,677.3|5,777.1|5,892.5/5,971.0(6,044.2(6,137.1
Housing 658.8| 689.3| 664.4| 673.0| 680.6| 686.8| 692.7| 697.0

Farm .. | 89.4| 946 925/ 93.0| 934 971| 0950] 929
Households and institutions ... | 346.0| 366.3| 347.9| 352.0| 357.7| 363.6| 369.3] 374.8

Private households . 115 114 114 111f 111| 113| 114| 116
Nonprofit institutions 334.6 355.0| 336.6| 341.0| 346.6| 352.3| 357.9| 363.2

General government? ... 889.0| 919.6| 893.9| 897.8| 909.4| 915.8| 923.2| 929.9

Federal 281.4| 285.8| 282.1| 281.1| 286.2| 286.2| 286.1| 285.0
State and local 607.6| 633.7| 611.8| 616.7| 623.3| 629.6| 637.1| 645.0

1. Gross domestic business product equals gross domestic product less gross product of households and institu-
tions and of general government. Nonfarm product equals gross domestic business product less gross farm product.

2. Equals compensation of general government employees plus general government consumption of fixed capital
as shown in table 3.7.

Gross domestic product |6,928.4/7,189.6/6,943.8|7,017.4/7,101.6|7,159.6/7,214.0|7,283.3

B