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Fourth quarter of 2016

Personal income growth slowed in 28 states in the fourth quarter of
2016 and fell in Nevada (table A).! Personal income growth acceler-
ated in 15 states, including Texas and New York, and resumed growing
in Wyoming. Personal income grew at the same pace in the third and
fourth quarters in California and in four other states. Growth rates
ranged from —0.1 percent in Nevada to 1.4 percent in California and
Utah. On average, personal income grew 0.9 percent in the fourth
quarter, down from 1.1 percent in the third quarter (chart 1). Price in-
flation, as measured by the national price index for personal con-
sumption expenditures, was 0.5 percent in the fourth quarter, up
slightly from 0.4 percent in the third quarter.

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.
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David G. Lenze prepared the report on state personal income.
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State Personal Income, Fourth Q

Table A. Growth of Personal Income by State
[Percent change from previous quarter]

Table B. Earnings, Compensation, and Proprietors’ Income,
Farm and Nonfarm, United States

2016 Dollar change
" v Percent change (millions of dollars)
2016 2016
United States 11 0.9
ﬁ:ggg;"a 8; gg Il \Y in v
Arizona 18 0.9 Earnings, all industries 13 0.9/ 152,285| 108,300
Arkansas 05 0.8 Compensation 14 09| 140,106| 93,711
California 14 14 Proprietors’ income 0.9 10| 12179| 14,589
Colorado 16 11 Farm earning 26| -119| -2010| -9079
Connecticut ?g ?g Compensation 06 06 193 197
District of Golumbia 1'2 1'2 Proprietors’.income -4.6 -20.3| -2,204| -9,276
Florida 1.6 1'0 Nonfarm earnings 14 1.0] 154,296 | 117,379
Georgi 1 1 Compensation 14 0.9 139,913| 93514
H:&;;" 1'? 1'3 Proprietors’ income 1.0 17| 14,383 23,865
Idaho 0.9 0.9
lllinois 0.7 0.6
Indiana 11 0.8 .
lowa 09 02 component grew 0.9 percent in the fourth quarter, down
K 11 04 . . .
Kentuoky 14 04 from 1.4 percent in the third quarter. Nonfarm propri-
pouiiana 92 s etors’ income growth, in contrast, accelerated to 1.7 per-
Marylard ... 12 +1 cent in the fourth quarter from 1.0 percent in the third
Michigan 1.0 1.0
Minnesota. 15 0.9 quarter' X . X .
Misissipp o7 o Nonfarm earnings grew in 21 of the 23 industries for
Montana o1 1 which BEA prepares quarterly estimates (table C). Mili-
“Zﬁ%mpsmre 38 01 tary earnings fell 0.3 percent, and earnings in the man-
New Jerscy. 09 08 agement of companies and enterprises industry fell 0.2
W Xl . .
New York 0.5 0.8 percent_
North Carolina 11 0.9 . . .
gﬁrth Dakota 88 83 Management of companies and enterprises earnings
10 . . . .
Oklahoma 02 o6 fell 14.3 percent in Nevada, 6.5 percent in Kentucky, and
Oregon 0.8 11
Pennsylvania 1.7 1.0
Rhode Island 1.2 0.5
South Carolina 11 0.9
South Dakota i o8 Table C. Earnings by Industry, United States
Texas 0.9 1.0
Utah 1.8 14 Dollar change
¥grmqnt 1 % 8; Percentchange | i iions of doﬁars)
irginia . .
Washington 1.0 1.3 2016 2016
West Virginia 0.7 0.8
Wisconsin 1.3 0.7
Wyoming -0.6 0.6 i v i v
Allindustries 13 09| 152,285| 108,300
Private 14 10| 133408| 99,437
Farm 26| -11.9] -2010| -9.079
; Nonfarm 14 11| 135.418| 108516
Earn I ngs Forestry, fishing, and related activities......... 2.0 35 733 1,276
. . . Mining, quarrying, and oil and gas extractio -2.0 0.2 -2,864 248
Earnings by place of work, which consists of employee Uit Quarmying, and olfand gas exiract T 13 12| 1219
: : > . Construction 1.3 2.2 8,556 14,784
compensation and proprietors’ income, grew 0.9 percent Durable goods manufacturing..... 12 05| 8332 3793
in the fourth quarter, compared with 1.3 percent growth fondurable goods manufacturing iy 3 ‘ég}‘g gg;‘g
: : Retail trade 03 08| 2197| 5603
m the thlrd quarter' Transportation and warehousing..............cc.ceeeeerees 22 1.4 8,962 5,793
1 1 Information 1.3 1.0 5,119 3,882
Farm ear)mngs fell 11.9 percent in the fourth quarter. IDIOMTAON. e i 3l el S
1 1 1 1 ] Real estate and rental and leasing .. 09 2.1 2,287 5,576
Proprletors mcome accounted for the entire dechne n Professional, scientific, and technical services 1.9 1.2 22,572 14,369
farm earnings Meanwhﬂe the Compensation of farm Management of companies and enterprises 1.2 -0.2 3,832 -650
“. > Administrative and support and waste
employees continued to grow in the fourth quarter at the management and remediation Services........... 1.8 21| 8415 9940
. Educational service! 15 1.5 2,867 2,973
same 0.6 percent pace of the third quarter (table B). Health care and social assistance ... 1.4 12| 18227| 15684
; . Arts, entertainment, and recreation. 2.6 1.3 3,517 1,751
Nonfarm earnings grew 1.0 percent in the fourth Accommodation and food services.. 17 11| 6567|4478
. . Other services (except public administration 16 1.3 6,717 5,690
quarter, down from 1.4 percent growth in the third quar- Government. 10| 05| 18877| 8863
. ederal, civilian 1.2 0.9 3,823 3,068
ter. Compensation more than accounted for the slow- Military 04| -03| se8| 442
. . . State and local 1.0 0.4 14,457 6,237
down in nonfarm earnings; the compensation
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4.4 percent in Massachusetts in the fourth quarter (table
D). In the rest of the United States, management earn-
ings grew 0.2 percent. The declines in Nevada, Kentucky,
and Massachusetts partly reverse large percentage in-
creases in the second or third quarters due to the exercise
of stock options, bonuses, and other lump-sum pay-
ments.

Table D. Management Earnings, Select States

Contribution to
Dollar change percent change
Percent change (millions of dollars) in earnings

(percentage points)

2016 2016 2016
1l v il \% 1} \%
12 -0.2 3,832 -650 0.0 0.0
21.0 -6.5 492 -184 0.4 -0.1
8.7 4.4 864 472 0.3 -0.1
15 -14.3 62 -590 0.1 -0.6
0.8 02 2,414 595 0.0 0.0

Earnings in Nevada’s arts, entertainment, and recre-
ation industry fell 31.5 percent in the fourth quarter, fol-
lowing a 112.8 percent increase in the third quarter that
reflected a lump-sum payment. The lump-sum pay-
ments in the management and the arts industries con-
tributed to Nevada’s personal income growth, which was
the fastest of all states in the third quarter and slowest of
all states in the fourth quarter.

Mining earnings rose 0.2 percent in the fourth quar-
ter, the first increase for the United States since the third
quarter of 2014. It grew in all five of the major mining
states, with the largest increase in West Virginia (3.1 per-
cent) (table E).

Table E. Mining, Quarrying, and Oil and Gas Extraction Earnings,

Select States
Contribution to
Dollar change percent change
Percent change (millions of dollars) in earnings
(percentage points)
2016 2016 2016
Il % 1l v I v
United States -2.0 02| -2,864 248 0.0 0.0
27 1.6 -58 34 -0.2 0.1
-3.1 0.1 =370 13 -0.3 0.0
-1.9 02| -1,364 162 -0.1 0.0
1.7 3.1 36 66 0.1 02
4.1 0.3 -104 8 -05 0.0
-1.9 -0.1| -1,005 -35 0.0 0.0

Forestry earnings grew the fastest (3.5 percent) of all
industries in the fourth quarter, followed by construc-
tion earnings (2.2 percent), but health care contributed
the most ($15.7 billion) to the overall earnings increase,
followed by construction ($14.8 billion).

Earnings growth accelerated in Texas and New York in
the fourth quarter. In Texas, the acceleration was largely
accounted for by mining earnings, which grew 0.2 per-
cent in the fourth quarter after falling 1.9 percent in the
third quarter. In New York, the acceleration was largely
accounted for by health care, which increased 1.4 percent
in the fourth quarter after no growth in the third quarter,
and by information, which fell 0.6 percent in the fourth
quarter after falling 3.8 percent in the third quarter.

Aggregate earnings for all industries grew 0.6 percent
in Wyoming in the fourth quarter, the first quarter of
earnings growth in the state in 2 years. From its peak in
the fourth quarter of 2014 to its trough in the third quar-
ter of 2016, Wyoming’s earnings fell 8.1 percent. The de-
clines were largest in mining (30 percent), construction
(14 percent), farming (76 percent), transportation (14
percent) and wholesale trade (21 percent). Earnings de-
clined even more in North Dakota (9.6 percent) after oil
prices collapsed at the end of 2014, and the decline was
concentrated in a shorter period, from the fourth quarter
of 2014 to the first quarter of 2016 (chart 2).

Chart 2. Earnings, All Industries, Select States
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Other income
Personal current transfer receipts grew 0.8 percent in

Table F. Growth of Personal Current Transfer Receipts, United States

both the third and fourth quarters of 2016. In the fourth Percent change (mﬁ%":; g?ﬁgﬁgrs)
quarter, Medicaid rose 2.0 percent, and state unemploy- 2016 2016
ment insurance benefits fell 4.0 percent, while all other 0 " m "
trans.fe.r I'ECEIPFS grew 0.5 percent (table F) . Personal current transfer reCeipts ..............cccevveerrrssssssnns 08 08| 22,930| 20,958
Dividends, interest, and rent grew 1.1 percent in the  Medicaid , 21 20| 11.987) 11264
. . . State unemployment iNSUFANCE ........cvveervvreriveerirenes -1.4 -4.0 -416 -1,171
fourth quarter after growing 0.7 percent in the third  Social Security Medicare, and offier .............. 05 05| 11359| 10865

quarter (table G).
Table G. Growth of Dividends, Interest, and Rent, United States

Dollar change
Percent change (milions of dollars)
2016 2016

I \% I} v
Dividends, interest, and rent.............cocovcreeeineiniinnnns 0.7 11 19,826 32,868
Dividends 0.7 0.3 6,961 3,064
Interest 06 11 7,540 14,413
Rent 08 22 5,325 15,391
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Annual Statistics for 2016

State personal income growth averaged 3.6 percent in
2016, compared with the 4.4 percent average annual
growth from 2010 to 2015 (the first 5 calendar years
since the trough of the last recession).? Inflation was 1.1
percent in 2016, down from the 1.5 percent average an-
nual inflation from 2010 to 2015.

Seven states and the District of Columbia led the na-
tion in personal income growth over the last 6 years. Six
of the states are in the west: Utah, Washington, Oregon,
California, Arizona, and Colorado; the other state, South
Carolina, is in the east. Personal income in these places
grew faster than the national average in the first 5 years
of the economic expansion (from 2010 to 2015) and con-
tinued to grow faster than average last year (from 2015 to
2016). (See chart 3, upper right quadrant.)

2. The National Bureau of Economic Research gives the date of the trough as
the second quarter of 2009.

3. Idaho had faster than average growth in 2010-2015 (5.0 percent), but its
growth in 2015-2016 matched the national average (3.6 percent).

Chart 3. State Personal Income Growth Relative to the
National Average, 2010-2015 and 2015-2016
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Eight states grew at least as fast as the nation coming
out of the recession, but their growth last year slipped to
below average (chart 3, lower right quadrant). This
group includes four major mining states—Texas, Okla-
homa, North Dakota, and Wyoming—plus New York
and Nebraska.

Twenty-one states grew slower than average in both
the first 5 years of the expansion as well as last year (chart
3, lower left quadrant).* This group includes Alaska,
where personal income fell 1.0 percent last year, and
Connecticut and West Virginia, the states with the slow-
est personal income growth during the first 5 years of the
expansion.’

Personal income growth improved in 11 states, grow-
ing faster than average last year after having grown
slower than average over the previous 5 years (chart 3,
upper left quadrant). This group includes Nevada and
Florida.

4. Towa, Michigan, and Virginia would also be in this group, but Iowa
matched the national growth rate in 20102015 while Michigan and Virginia
matched it in 2015-2016.

5. Both net earnings and personal current transfer receipts fell in Alaska in
2016. The decline in transfer receipts reflects smaller payments from the
Alaska Permanent Fund.
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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 comprehen-
sive measure. Personal income is defined as the sum of
wages and salaries, supplements to wages and salaries,
proprietors’ income with inventory valuation and capital
consumption adjustments, rental income of persons
with capital consumption adjustment, personal dividend
income, 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-

1. See also the Census Bureau’s Income, Poverty and Health Insurance Cover-
age in the United States: 2012 Report and 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: Concepts, Data Sources,
and Statistical Methods on BEA's Web site.

fer receipts—such as Medicaid, Medicare, and Supple-
mental Nutritional Assistance Program benefits.

Adjusted gross income (AGI) consists of the taxable
income prior to exemptions and the standard or item-
ized deductions that is reported by individuals on their
federal income tax returns. It includes, but personal in-
come excludes, personal contributions for social insur-
ance, gains and losses on the sale of assets, and taxable
distributions from government employee retirement
plans and from private pensions and annuities. AGI ex-
cludes, but personal income includes, the income of the
recipients 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
incomes who are exempt from filing tax returns. The ad-
justed gross income data are based on a sample of all in-
dividual 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
2014 2015 2016
State personal iNCOME ..o 46.464| 48,190 49,571
Money income 2 ........c.ccco.ue. 30,176 31,653 n.a.
Adjusted gross income (AGI) ® ......cccovvveneeneerecnenns 30,348 31,702 n.a.

n.a. Not available
1. Bureau of Economic Analysis, available at www.bea.gov.
2. Historical table P-1, available on the Census Bureau's Web site.
3. Internal Revenue Service (IRS), Preliminary Data, Table 1-Individual Income Tax Returns:
Selected Income and Tax ltems.

Nayana Kollanthara
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