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Fourth quarter of 2014

Personal income growth accelerated in Florida, Texas, and 30 other
states in the fourth quarter of 2014. Growth slowed in 15 states, in-
cluding California and New York. Growth rates ranged from 0.6 per-
cent in Louisiana to 1.5 percent in Texas. On average, personal income
grew 1.0 percent in the fourth quarter, the same pace as in the third
quarter (chart 1).! The national price index for personal consumption
expenditures fell 0.1 percent in the fourth quarter after rising 0.3 per-
cent in the third quarter.

All three major components of personal income—net earnings,
property income, and transfer receipts—grew more slowly in Califor-
nia and New York in the fourth quarter than in the third quarter.
Property income and transfer receipts growth also slowed in Florida

1. State personal income, which is measured in current dollars, is the sum of net earnings by
place of residence, property income, and personal current transfer receipts. Quarterly estimates
in dollars are expressed at seasonally adjusted annual rates; quarter-to-quarter percent changes
are not annualized.

Chart 1. Range of State Personal Income Quarterly Growth Rates
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David G. Lenze prepared the report on state personal income.
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and Texas. However, net earnings growth accelerated in
those two states, which was enough to offset the slow-
down in the nonlabor components of personal income.

Earnings

Overall, earnings by place of work grew 1.2 percent in the
fourth quarter of 2014, up from 1.0 percent in the third
quarter.? Earnings growth accelerated in 31 states and the
District of Columbia and slowed in 12 states. In the other
seven states, earnings resumed growing in the fourth
quarter after falling in the third quarter (table A).

Alaska grew 0.8 percent in the fourth quarter after
falling 2.0 percent in the third quarter. The third-quarter
decline, which was mainly in state and local government,
was the largest of all states.

Two of the other states that resumed growth in the
fourth quarter—Nebraska and South Dakota—are re-
covering from a third-quarter earnings decline in the
farm sector. Their nonfarm sectors grew in both quar-
ters, though at a slower pace than the 50 state average.

Mississippi’s earnings increased 0.8 percent in the
fourth quarter after falling 0.8 percent in the third quar-
ter. Its nonfarm earnings growth rate has been among
the slowest since the first quarter of 2010; only Maine,
New Jersey, and New Mexico have grown more slowly.

California, whose 2.0 percent earnings growth in the
third quarter was the highest of all states, slowed to 1.0
percent growth in the fourth quarter, below the national
average. California’s third-quarter growth was led by du-
rable-goods manufacturing and information, both of
which declined in the fourth quarter.

2. Earnings by place of work differs from net earnings, which is measured by
place of residence. Earnings by place of work less contributions for govern-
ment social insurance plus the residence adjustment equals net earnings.

Table A. Growth of Earnings by State

April 2015

Dollar change

Percent change (millions of dollars)
2014 2014
1l \Y 1l \%

United StatesS........ooveeereeiereseneseseeseineens 1.0 1.2] 108,843| 126,132
Alabama........ 0.9 13| 1,043| 1,596
Alaska... -2.0 0.8 -620 250
Arizona . 0.9 12| 1,537 2,154
Arkansas .. (L) 1.2 -7 863
California .. 2.0 1.0| 28,443| 14,866
Colorado....... 1.1 12| 2,066| 2,373
Connecticut .. -0.7 13| -1,015| 2,079
Delaware .............. 0.8 1.2 270 416
District of Columbia.. 0.1 1.2 71 1,011
Florida ......ccoevvrernns 0.8 15| 4,205 7,708
Georgia. 1.4 1.1 3,959 3,395
Hawaii... 0.7 0.8 34 390
Idaho .... 04 15 160 617
lllinois ... 0.2 1.2 985| 5,736
Indiana.. 05 1.2 975| 2,174
lowa.. 04 0.9 368 960
Kansas . 0.5 1.1 491| 1,041
Kentucky ... 0.2 1.0 190| 1,189
Louisiana.. 14 0.8 1,967 1,181
Maine........ 0.6 1.1 221 391
Maryland....... 0.6 1.1 1,372 2,445
Massachusetts . 1.6 14| 4728| 4,156
Michigan........... 0.2 1.2 620 3,367
Minnesota..... 1.8 1.0/ 3,490 2,047
Mississippi.... -0.8 08| -537 552
Missouri.... 0.7 12| 1,203| 2,136
Montana ... 0.9 1.0 234 273
Nebraska.. -0.5 0.9 -330 604
Nevada ..... 0.9 1.2 736 983
New Hamp! -0.7 1.3 -350 602
New Jersey....... 0.5 12| 1,585| 4,054
New Mexico .. 1.1 1.3 572 678
New York .......... 1.6 0.8| 13,000/ 6,965
North Carolina.. 15 12| 4295 3,470
North Dakota .. 1.2 1.5 409 513
Ohio....c.cevne... 1.2 11| 4,139 3,886
Oklahoma. 1.4 07| 1,619 874
Oregon ......... 1.6 15 1,894 1,828
Pennsylvania .... 0.9 12| 3,940 4,985
Rhode Island..... 0.2 1.1 77 380
South Carolina.. 0.3 1.4 384 1,644
South Dakota.... -0.7 0.8 -210 220
Tennessee ... 0.7 13| 1,373] 2,512
Texas 1.4 1.7| 13,083 16,111
Utah...... 1.0 1.4 842| 1,232
Vermont 1.7 1.3 337 263
Virginia ..... 04 1.1 1,062| 3,111
Washington... 0.9 12| 2,147 2,894
West Virginia 0.7 0.8 299 344
Wisconsin..... 0.5 1.3 972| 2,429
WYOMING...veerecereeseieieeieeere s 1.0 0.8 207 183

(L) Less than 0.05 percent
Nore. Earnings by place of work.
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Of the 22 industries in which earnings grew in the
fourth quarter (table B), the fastest growth—5.7 per-
cent—was in forestry, which includes agricultural ser-
vices, as well as utilities (2.1 percent), professional
services (1.9 percent), and accommodations (1.9 per-
cent). The accommodations industry, which includes
restaurants and bars, grew 3.4 percent in North Dakota,
2.5 percent in Hawaii, and 1.3 percent in Nevada in the
fourth quarter.

The national price index for personal consumption
expenditures on energy goods and services fell 7.3 per-
cent in the fourth quarter after falling 1.0 percent in the
third quarter. Mining earnings, which includes earnings
in the oil and gas extraction industry, continued to grow
in the fourth quarter; however, the 1.1 percent increase
was slower than the 1.7 percent third-quarter increase.

The 0.5 percent fourth-quarter increase in state and
local government earnings was below the average for all
industries, continuing its trend of relatively slow growth
during the recovery from the last recession. Since the first
quarter of 2010, the state and local government share of
total earnings has declined from 14.2 percent to 12.4 per-
cent.

Other income

Personal current transfer receipts grew 0.7 percent in the
fourth quarter of 2014 after increasing 1.3 percent in the
third quarter. Medicaid rose 1.3 percent and state unem-

Acknowledgments
The quarterly and preliminary annual estimates of state
personal income were prepared by Nacola A. Alexander,
Daniel R. Corrin, Carrie L. Litkowski, Enrique B. Lopez,
Jesse Park, and Matthew A. von Kerczek, under the
supervision of Lisa C. Ninomiya, Chief of the Regional
Income Branch.

The preliminary annual estimates of disposable per-
sonal income were prepared by Joseph L. Stauffer.

The tables were prepared by Jonas D. Wilson, under
the guidance of Jeffrey L. Newman. Mauricio Ortiz,
Chief of the Regional Income Division, provided general
guidance.

ployment insurance (UI) benefits fell 3.0 percent, while
all other transfer receipts grew 0.7 percent.

Dividends, interest, and rent grew 0.6 percent in the
fourth quarter after growing 0.8 percent in the third
quarter.

Table B. Growth of U.S. Earnings by Industry

Dollar change
Percent change (millions of
dollars)
2014 2014
1l [\ 1l \
AlLINAUSEAES ..o 1.0 1.2{108,843 (126,132
Private sector .. 1.2 1.4/102,113|120,533
Farm............. -8.1 -1.8| -8,741| -1,767
Nonfarm ... 1.3 1.4|110,854 [122,300
Forestry, fishing, and related 1.3 5.7 477| 2,085
Mining 1.7 1.1 3,117 1,928
Utilities .......... 0.6 2.1 474| 1,786
Construction ............. 1.7 1.8| 10,356| 11,163
Durable-goods manufacturing.... 0.8 09| 5111 6,117
Nondurable-goods manufacturing.. 0.2 0.9 612 3,223
Wholesale trade..........ocveeveereeninenieieenns 1.3 08| 7,154| 4,549
Retail trade .......coevvverrerrerersrsiereieinns 0.7 12| 4,607 7,699
Transportation and warehousing 0.5 15 1,776 5,340
Information...........ccccevunee. 1.9 05| 6,701 1,637
Finance and insurance ...... . 1.5 1.8| 11,045| 13,669
Real estate and rental and leasing........... 2.6 14| 5772 3,267
Professional, scientific, and technical
services 1.8 1.9| 18,695| 20,486
Management of compan
ENEEIPIISES .uveececririreireieere e 1.7 16| 4,722 4,385
Administrative and waste management
services 1.4 14| 6,120 6,285
Educational services...... . 1.0 08| 1,760 1,419
Health care and social assistance............ 1.1 1.3| 12,472| 14,524
Arts, entertainment, and recreation......... 0.9 16| 1,070| 1,869
Accommodation and food services.......... 1.5 19| 4,932| 6,507
Other services, except public
administration 1.0 11| 3,883| 4,366
Government sector...... 04 0.3| 6,730 5,598
Federal government, civilian . 0.2 0.3 670 886
[V 1117 A . -0.9| -1.4] -1219| -1,920
State and local government .............covceueee. 0.6 05| 7,278 6,632
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Annual statistics for 2014

Average state personal income growth accelerated to 3.9
percent in 2014 from 2.0 percent in 2013. Growth in
2013 was reduced by the shifting of income from 2013
into 2012 to avoid anticipated income tax rate increases
and the expiration of the payroll tax holiday. State per-
sonal income growth in 2014 ranged from 0.5 percent in
Nebraska to 5.7 percent in Alaska and Oregon, with 45
states growing faster in 2014 than in 2013. Inflation, as
measured by the national price index for personal con-
sumption expenditures, was 1.3 percent in 2014 and 1.2
percent in 2013.

Oregon’s growth in 2014 was impressive—no state
grew faster. Yet for most of the recovery, its growth has
been below the national average. The rapid growth in
2014 brings Oregon’s cumulative personal income
growth from 2009 to 2014 up to the national average
(chart 2).

Net earnings grew 4.0 percent on average in 2014, up
from 1.8 percent in 2013. The percent change in net
earnings in 2014 ranged from —0.8 percent in Nebraska,
the only state with a decline, to 6.4 percent in North Da-
kota. Nonfarm earnings growth of 3.6 percent in Ne-
braska was offset by a 34.6 percent decline in farm
earnings. Similar farm earnings declines—as high as 48
percent—contributed to relatively slow personal income
growth in Illinois, Indiana, Iowa, Kansas, Mississippi,
Missouri, and South Dakota.

Chart 2. State Personal Income Growth Relative to
National Average, 2009-2014 and 2013-2014
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Mississippi was one of four states with slowing per-
sonal income growth in 2014; growth fell to 1.3 percent
from 1.6 percent. The decline in farm earnings contrib-
uted to this slowdown. About one third of the decline in
farm earnings in 2014 was due to a $1 billion settlement
received by Mississippi farmers in 2013 for a class action
lawsuit that alleged racial discrimination by the U.S. De-
partment of Agriculture in its evaluation of farm loan
applicants.!

In North Dakota, mining and construction earnings
grew 19.9 percent and 13.4 percent, respectively, while
earnings in all other industries grew 4.8 percent. In
North Dakota, mining and construction accounted for
45.9 percent of total earnings growth.

Property income (dividends, interest, and rent) grew
3.4 percent on average in 2014, up from 2.1 percent in
2013, with rental income contributing about half of the
increase ($44.6 billion) in 2014. The growth of property
income in 2014 ranged from 2.5 percent in South Dakota
to 3.9 percent in Delaware. Property income rebounded
3.3 percent in Arkansas after falling 0.2 percent in 2013;
it was the only state with a decline that year.

Personal current transfer receipts grew 4.5 percent on
average in 2014 up from 2.7 percent in 2013. Medicaid
benefits grew 11.1 percent, Social Security grew 4.4 per-
cent, and Medicare grew 2.7 percent. State unemploy-
ment insurance compensation, in contrast, fell 40.7
percent.

1. For details, see David G. Lenze “Regional Quarterly Report” Survey oF
CuURRENT Business 94 (January 2014): 77

Much of the decline in state Ul compensation re-
flected the expiration of the Emergency Unemployment
Compensation program as well as a decline in the unem-
ployment rate.

Medicaid transfer receipts increased 13.6 percent in
the states that expanded coverage in 2014 under the Af-
fordable Care Act and 7.3 percent in the states that did
not expand coverage (table C).?

Total transfer receipt growth in 2014 ranged from 1.8
percent in Louisiana to 20.3 percent in Alaska. Most of
the increase in Alaska was accounted for by the Perma-
nent Fund Dividend, which amounted to $1,884 per
qualified applicant in 2014 up from $900 in 2013. This
contributed 1.7 percentage points to the state’s personal
income growth rate in 2014.

2. The states that expanded Medicaid in 2014 were Arizona, Arkansas, Cali-
fornia, Colorado, Connecticut, Delaware, Hawaii, Illinois, Iowa, Kentucky,
Maryland, Massachusetts, Michigan, Minnesota, Nevada, New Hampshire,
New Jersey, New Mexico, New York, North Dakota, Ohio, Oregon, Rhode
Island, Vermont, Washington, and West Virginia.

Table C. Growth of U.S. Personal Current Transfer Receipts

Dollar change
Percent change (millions of dollars)

2013 2014 2013 2014
Personal current transfer receipts ............... 2.7 45| 63,811| 108,565
Medicaid ........ccoovvrrreirreinrireiies 5.7 11.1] 23,846| 49,004
States expanding coverage'..... 6.7 13.6| 16,789| 36,418
States not expanding coverage 4.3 73| 7,057 12,586
State unemployment insurance ........ -25.7| —40.7| -21,046 | -24,744
Social Security, Medicare, and other........ 33 44| 61,011| 84,305

1. Includes the District of Columbia


http://www.bea.gov/scb/pdf/2014/01 January/0114_regional_report.pdf
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Alternative Measures of Household Income

Three of the most widely used measures of household in-
come are BEA’s measure of personal income, the Census
Bureau’s measure of money income, and the Internal
Revenue Service’s measure of adjusted gross income of
individuals.!

Personal income in general is the most comprehensive
measure. Personal income is defined as the sum of wages
and salaries, supplements to wages and salaries, propri-
etors’ income with inventory valuation and capital con-
sumption adjustments, rental income of persons with
capital consumption adjustment, personal dividend in-
come, personal interest income, and personal current
transfer receipts, less contributions for government so-
cial insurance. Because the personal income of an area
represents the income that is received by, or on behalf of,
all the persons who live in that area and because the esti-
mates of the earnings component of personal income are
made on a place-of-work basis, state personal income in-
cludes an adjustment for residence. State personal in-
come excludes the earnings of federal civilian and
military personnel stationed abroad. Personal income in-
cludes the incomes of individuals, of nonprofit institu-
tions that primarily serve individuals, of private
noninsured welfare funds, and of private trust funds.
The property income earned on life insurance and annu-
ity reserves of life insurance carriers and earned on the
assets of noninsured pension plans are also included in
personal income.?

Money income consists of income in cash and its
equivalents before taxes and does not include the value
of noncash benefits. It includes personal contributions
for government social insurance, distributions from gov-
ernment employee retirement plans and from private
pensions and annuities, and income from regular inter-
personal transfers, such as child support, but personal
income does not. Unlike personal income, it excludes
employer contributions for employee pension and insur-
ance funds, lump-sum payments except those received as
part of earnings, certain in-kind personal current trans-
fer receipts—such as Medicaid, Medicare, and Supple-

1. See also the Census Bureau’s Income, Poverty and Health Insurance Cover-
age in the United States: 2012 Report; the Internal Revenue Service’s annual
Individual Income Tax Returns.

2. For more details about the definition and measurement of personal
income, see State Personal Income and Employment Methodology on BEA’'s Web
site.

mental Nutritional Assistance Program benefits.
Adjusted gross income (AGI) consists of the taxable in-
come prior to exemptions and the standard or itemized
deductions that is reported by individuals on their fed-
eral income tax returns. It includes, but personal income
excludes, personal contributions for social insurance,
gains and losses on the sale of assets, and taxable distri-
butions from government employee retirement plans
and from private pensions and annuities. AGI excludes,
but personal income includes, the income of the recipi-
ents of taxable incomes who, legally or illegally, did not
file an individual income tax return. In particular, AGI
excludes the income of many individuals with low in-
comes who are exempt from filing tax returns. The ad-
justed gross income data are based on a sample of all
individual income tax returns filed by U.S. citizens and
residents for the relevant tax year. Additionally, AGI ex-
cludes certain types of income that are not taxed—such
as tax-exempt interest and nontaxable transfer pay-
ments, including Medicare, Medicaid, and welfare bene-
fit payments—and it includes the taxable portion of
social security benefit payments.

Per capita estimates of personal income, money in-
come and AGI are presented in the table. The Census Bu-
reau calculates per capita money income using
population as of March of the following year, whereas
state per capita personal income is based on population
as of July 1 of the same year. The IRS does not produce
per capita AGI; the estimates shown are derived by divid-
ing aggregate AGI by total population from the Census
Bureau that BEA also uses in the calculation of state per
capita personal income.

Alternative Per Capita Income Measures
[Dollars per person]

Per capita income
2012 2013 2014
State personal iNCOME........cvuvveerurrueereereereennnnes 44,200 44,765 46,129
Money income™........cocveureennene 28,281 28,829 n.a.
Adjusted gross income (AGI)? 28,809 28,819 n.a.

n.a. Not available

1. The data are from “Table P-1. Total CPS Population and Per Capita Income,” which is available on the Census
Bureau's income Web site.

2. See “Table 1: Selected Income and Tax Items” under Preliminary Data in SOI Tax Stats - Individual Income Tax
Returns.

Elizabeth McCormack


http://www.bea.gov/regional/pdf/spi2013.pdf
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