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An Ownership-Based Framework of the U.S. Current Account, 1993-2004

The Bureau of Economic Analysis (BEA) annually
updates its supplemental, ownership-based framework of
the current-account portion of the U.S. international
transactions accounts. This report presents revised esti-
mates for 1993-2003, more detailed estimates for 2003,
and new summary estimates of the major current-
account aggregates for 2004.! A technical note that pre-
sents information on the conceptual basis of the owner-
ship-based framework follows the highlights of this
presentation.’
The following are highlights of the updated estimates:
o Net receipts by U.S. parents of direct investment
income from the sales by their foreign affiliates were
$233.1 billion in 2004, up from $193.3 billion in 2003.
Net payments to foreign parents of direct investment
income from the sales by their U.S. affiliates were
$105.1 billion in 2004, up from $71.4 billion in 2003
(table 1).
eIn 2003 (the latest year for which the detailed esti-
mates are available), the net receipts of $193.3 billion
consisted of $190.8 billion from nonbank foreign affil-
iates and $2.5 billion from bank foreign affiliates. For
the parents of nonbank affiliates, the net receipts
resulted from sales by foreign affiliates of $3,383.0 bil-
lion less deductions of $3,192.2 billion (such as for
labor, capital, and purchased inputs).®> The net pay-
ments of $71.4 billion consisted of $69.3 billion by
nonbank U.S. affiliates and $2.1 billion by bank U.S.
affiliates. For nonbank U.S. affiliates, the net payments
resulted from sales of $2,340.2 billion less deductions
of $2,270.8 billion.
o In 2004, the total value of foreign sales accruing to the
U.S. economy was $1,384.5 billion (which consisted of

1. The estimates for 1982-2004 are available on BEA's Web site at
<www.bea.gov>. Under “International,” click on “More,” then look under
“Supplemental Estimates” for “Ownership-Based Framework of the U.S.
Current Account.”

2. For additional information on the sources and methods used to pre-
pare the supplemental estimates, see Obie G. Whichard and Jeffrey H.
Lowe, “An Ownership-Based Disaggregation of the U.S. Current Account,
1982-93,” Survey oF CUrRENT Business 75 (October 1995): 52—61. For a gen-
eral review of the issues relating to ownership relationships in international
transactions, see J. Steven Landefeld, Obie G. Whichard, and Jeffrey H.
Lowe, “Alternative Frameworks for U.S. International Transactions,” SURVEY
73 (December 1993): 50-61.

3. These detailed estimates can only be provided for nonbank affiliates.

Jeffrey H. Lowe prepared this report.

net income receipts of U.S. parents from the sales by

their foreign affiliates of $233.1 billion and U.S.

exports of goods and services of $1,151.4 billion). The

total value of U.S. sales accruing to foreign economies
was $1,874.2 billion (which consisted of net income
payments to foreign parents from the sales by their

U.S. affiliates of $105.1 billion and U.S. imports of

goods and services of $1,769.0 billion).

e The resulting U.S. deficit on goods, services, and net
receipts from sales by affiliates was $489.7 billion in
2004 ($1,384.5 billion minus $1,874.2 billion). This
deficit was $127.9 billion less than the $617.6 billion
deficit on trade in goods and services in the conven-
tional international accounts framework. The owner-
ship-based deficit was smaller because the receipts of
income by U.S. parents from sales by their foreign
affiliates exceeded the payments of income to foreign
parents from sales by their U.S. affiliates.

The estimates incorporate the results of the 2005
annual revision of the U.S. international transactions
accounts that features improved estimating methodolo-
gies and the incorporation of newly available source
data.* The improvements this year include estimates of
other private services transactions between unaffiliated
parties that are based on data from new BEA quarterly
surveys, the incorporation of the results of the U.S. Trea-
sury Department’s annual survey of securities claims for
December 2003, the incorporation of the U.S. Treasury
Department’s benchmark survey of securities liabilities
for June 2004 and annual survey of June 2003, the incor-
poration of more accurate measures of foreign commer-
cial paper issued in the United States, and the
introduction of updated estimates of personal remit-
tances of foreign-born U.S. residents to households
abroad. The incorporation of these data led to significant
improvements in the estimates of services receipts and
payments, income receipts and payments, and private
remittances and other transfers. The new estimates also
incorporate the preliminary results from the 2003 annual
surveys of U.S. direct investment abroad and foreign
direct investment in the United States, the final results
from the 2002 annual survey of U.S. direct investment
abroad, and the final results from the 2002 benchmark
survey of foreign direct investment in the United States.

4. See Christopher L. Bach, “Annual Revision of the U.S. International
Accounts, 1991-2004,” Survey 85 (July 2005): 54—67.
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Technical Note

The ownership-based framework was developed in the
early 1990s in response to interest in examining interna-
tional transactions in a way that would reflect the increas-
ing importance of multinational companies (MNCs) in
world economies and, particularly, the growing tendency
of these companies to use locally established affiliates to
deliver goods and services to international markets.’

In the conventionally constructed current account, the
trade balance reflects only the goods and services that are
delivered to international markets through cross-border
exports and imports. This balance is an important indi-
cator of U.S. performance in foreign markets; it reflects
the net value of the transactions in goods and services
between U.S. residents (including companies) and for-
eign residents. Because in the international accounts,
affiliates are treated as residents in the country of their
location rather than in the country of their owners, the
sales of goods and services by foreign affiliates of U.S.
companies to other foreign persons and by U.S. affiliates
of foreign companies to other U.S. persons are not
regarded as exports and imports and are therefore ex-
cluded from the trade balance.

In the ownership-based framework, a balance is intro-
duced in which net receipts resulting from sales by affili-
ates are combined with cross-border exports and
imports. Specifically, the net receipts that accrue to U.S.
parent companies from the sales by their foreign affiliates
are combined with cross-border sales to foreigners by
U.S. companies (U.S. exports), and the net payments that
accrue to foreign parent companies from the sales by
their U.S. affiliates are combined with cross-border sales
to the United States by foreign companies (U.S. imports).
The difference between these receipts and payments is an
indicator of the net effect of United States-foreign com-
merce on the U.S. economy, and it reflects the perspective
that both cross-border trade and sales through affiliates
represent methods of active participation in the interna-
tional markets for goods and services.

Only the net receipts that accrue to the U.S. parent
companies, not the gross value of sales by their foreign
affiliates, are included in these calculations, because only
for sales originating in the United States are most of the
costs—such as for labor, capital, and purchased
inputs—incurred domestically and accrued to the benefit
of the U.S. economy. Similarly, only the net payments
that accrue to foreign parent companies, not the gross
value of sales by their U.S. affiliates, are included, because
only for sales originating abroad are most of the costs

5. Among those calling for more information on ownership was a
National Academy of Sciences study panel. See Anne Y. Kester, ed., Behind
the Numbers: U.S. Trade in the World Economy, National Research Council,
Panel on Foreign Trade Statistics (Washington, DC: National Academy
Press, 1992).
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incurred abroad and accrued to the benefit of foreign
economies. This methodology also eliminates the dou-
ble-counting that would occur if both the total value of
the sales by parents to their affiliates and the subsequent
sales by the affiliates to others were included.

Conceptually, the ownership-based framework is fully
consistent with the current account in the conventional
international transactions accounts, and it can be viewed
as a “satellite” of those accounts.® (The current-account
balance is the same in both sets of accounts.) The group-
ing of the income from affiliates with cross-border trade
in goods and services recognizes the active role of parent
companies in managing and coordinating their affiliates’
operations. This direct investment income from affiliates
differs fundamentally from income on other types of
investments. For example, for U.S. direct investment
abroad, direct investment income represents U.S. compa-
nies’ returns on sales that for reasons such as efficiency,
transport costs, or the avoidance of trade barriers are
made by affiliates in foreign countries rather than by U.S.
parent companies; other investment income represents
returns on passive investments, such as on foreign stocks
and bonds.” Indeed, in many cases, a portion of the
income from affiliates may be regarded as a kind of
implicit management fee that compensates parent com-
panies for undertaking active roles in the operations of
their affiliates.

In addition, the most detailed presentation of the
framework provides information on ownership relation-
ships by disaggregating the trade in goods and in services
into trade between affiliated parties (that is, trade within
MNCs) and trade between unaffiliated parties. It also
shows how receipts and payments of direct investment
income are derived from the production and sales by
affiliates. To highlight the links between the income and
the activities that produce it, the income is designated
“net receipts” or “net payments” of direct investment
income resulting from sales by affiliates. In the addenda
to table 1, the framework also provides information on
the U.S. content and the foreign content of affiliates’ sales
and on the extent to which such content results from the
affiliates’ own value added.

6. According to the international System of National Accounts, satellite
accounts augment the central national accounts by “expanding the analyti-
cal capacity of national accounting for selected areas...in a flexible manner,
without overburdening or disrupting the central system”; they may intro-
duce additional information, alternative accounting frameworks, or “com-
plementary or alternative concepts,” while maintaining links to the central
accounts. See Commission of the European Communities, International
Monetary Fund, Organisation for Economic Co-operation and Develop-
ment, United Nations, and World Bank, System of National Accounts, 1993
(Brussels/Luxembourg, New York, Paris, and Washington, DC, 1993):
489.

7. Direct investment income consists of net receipts of earnings and of
interest by parents from their affiliates.
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Table 1. Ownership-Based Framework of the U.S. Current Account, 1993-2004
[Billions of dollars]
Line 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 | 2004 *
1 |Exports of goods and services and income receipts (ITA table 1, line 1) ... . 7789 869.8| 1,004.6| 1,077.7| 1,191.4| 1,195.3| 1,260.4 | 1,422.4| 1,295.4| 1,248.1| 1,332.4| 1,531.0
2| Receipts resulting from exports of goods and services or sales by foreign affiliates ....... 7101 780.6| 889.6 954.1| 1,050.0| 1,037.5| 1,098.1| 1,223.3| 1,135.8| 1,122.9| 1,215.9| 1,384.5
3 Exports of goods and services, total (ITA table 1, line 2) 642.9 703.3 794.4 851.6| 934.6 933.5 966.4 | 1,071.5| 1,007.1 977.3| 1,022.6| 1,151.4
3a Goods, balance-of-payments basis (ITA table 1, line 3) 456.9| 5029| b5752| 6121| 6784| 6704| 6840 7720 718.7| 6824| 7134| 8075
3b Services (ITA table 1, line 4) 185.9| 2004| 219.2| 2395| 256.3| 2631| 2825| 299.5| 288.4| 2949 309.1 343.9
4 To unaffiliated foreigners 4493| 4737| 5414 581.5| 633.5| 6451 6756| 756.2 . . i
4a Goods 295.8| 3134| 3653| 3895| 4288| 4365| 4552| 523.0
4b Services 1534 | 160.3| 1758| 1920| 204.7| 208.6| 2204| 2332
5 To affiliated foreigners 1936| 2295| 2532| 270.1| 301.1| 2884 2909| 3153
5a Goods . 161.1 189.4| 209.9| 2226| 2496 2339 2288| 2489
5b SBIVICES ot vvvvvreeeesasee et e iss s s R 325 40.1 433 475 51.6 54.5 62.1 66.3
6 To foreign affiliates of U.S. parents 1396 1708 187.1 1986 226.9| 2188| 2187| 2341
6a Goods 1138 1383| 1527| 1618 1865| 176.3| 168.9| 1827
6b Services 25.8 326 344 36.8 40.4 425 49.8 514
7 To foreign parent groups of U.S. affiliates 54.0 58.7 66.2 715 74.2 69.6 72.2 81.2
7a Goods 474 51.1 57.2 60.8 63.0 57.6 59.9 66.2
7b Services 6.7 75 8.9 10.7 1.2 12.0 12.3 15.0
8 Net receipts by U.S. parents of direct investment income resulting from Si
foreign affiliates (ITA table 1, line 14) 67.2 773 953| 1025, 1153| 104.0| 131.6| 1518
9 Nonbank affiliates 63.5 734 92.0 99.2| 1120 1032 130.7| 149.6
10 Sales by foreign affiliates...........couwvwmrvermerireerineerereneees s 1,570.6| 1,757.4| 2,040.7| 2,233.7| 2,350.9| 2,370.0| 2,611.8| 2,905.5
1 Less: Foreign affiliates’ purchases of goods and services directly from the United
SHALES ..o vvesrseeeee e ees s R 157.6| 1920| 212.3| 2309| 2609| 248.9| 246.3| 260.7 . . .
12 Less: Costs and profits accruing to foreign persons 1,089.1| 1,200.0| 1,379.3| 1,509.5| 1,556.0| 1,601.2| 1,787.3| 1,989.1 . . .
13 Compensation of employees of foreign affiliates .............ccuuveerercrrmmeremerermeeirnerireens 201.1| 2243| 2408| 2526| 261.4| 2636| 2953| 3108 . . X
14 Other 887.9| 975.7| 1,1385| 1,256.9| 1,294.6| 1,337.6| 1,492.0| 1,678.4 . . .
15 Less: Sales by foreign affiliates to other foreign affiliates of the same parent.... 2604| 292.0| 357.1 394.1 4220 416.6| 4475| 506.1 X . X
16 Bank affiliates 37 39 32 33 33 07 1.0 22 23 1.3 25 2
17| Otheri receipts 68.8 89.2| 1150 123.6| 1415 157.9| 1623| 199.1| 159.6| 1252 1165| 1465
18 Other private receipts on U.S.-owned assets abroad (ITA table 1, line 15) 61.9 83.1 108.1 116.9 135.7| 151.8 156.4| 1924| 153.1 119.0| 108.9 140.4
19 U.S. Government receipts (ITA table 1, line 16) 5.1 4.1 4.7 46 3.6 36 32 38 3.6 33 4.7 3.0
20 Compensation of employees (ITA table 1, line 17) 1.8 19 22 22 23 24 27 28 29 2.9 3.0 3.0
21 |Imports of goods and services and income payments (ITA table 1, line 18) 823.9 951.1| 1,080.1| 1,159.5| 1,287.1| 1,356.1| 1,509.9 | 1,779.6| 1,633.0| 1,659.2| 1,780.9| 2,118.1
22| Payments resulting from imports of goods and services or sales by U.S. affiliates.. 7211 8239 9211 988.8| 1,085.9| 1,136.9| 1,283.3| 1,506.7| 1,382.7 | 1,444.3| 1,588.8 | 1,874.2
23 Imports of goods and services, total (ITA table 1, line 19) 713.2| 801.7| 890.8| 955.7| 1,0429| 1,098.5| 1,229.8| 1,449.8 | 1,369.9| 1,398.5| 1,517.4| 1,769.0
23a Goods, balance-of-payments basis (ITA table 1, line 20)... 589.4| 6687 749.4| 8031| 8765| 917.1| 1,080.0| 12244 1,1459| 1,164.7| 1,260.7| 1,472.9
23b Services (ITA table 1, line 21) 1238| 1331 1414| 1526| 1665| 181.4| 199.9| 2253| 224.0| 2337| 256.7| 296.1
24 From unaffiliated foreigners 4512| 4958| 5584| 5999| 668.8| 709.0| 796.8| 943.7| 8782| 8919 . .
24a GOOTS ..o vveesseesssrs st 3415| 3792 4359| 4683| 526.7| 5556| 633.1| 759.7| 697.3| 705.0
24b Services 109.7| 1167| 1225| 1316| 1421 1534| 1637 184.0| 1809| 186.9
25 From affiliated foreigners 262.0| 3059| 3324| 3558| 3742 3895| 4330 5061 491.7| 506.6
25a GOOTS ... 2479| 289.5| 3135| 3348| 349.8| 361.5| 396.8| 464.7| 4486| 459.8
25b Services 14.1 16.4 18.9 21.0 244 28.0 36.2 413 43.1 46.8
26 From foreign affiliates of U.S. parents................cccouuruiinnriciinnsiiinsnsiisssiicssessisn 103.1 121.8| 129.7| 145.0| 157.8| 168.6| 184.8| 2099 201.3| 202.0
26a GOOTS ...covvvvvir i siens 97.1| 1149| 1223| 1372 1475| 1564| 167.0| 1912 1822| 1820
26b SEIVICES....cvvvvviriiiiisisie st 6.0 7.0 74 78 10.4 12.2 17.8 18.7 19.1 19.9
27 From foreign parent groups of U.S. affiliates 158.9| 1841 202.7| 210.8| 216.3| 2210 2482| 2962| 290.4| 304.6
27a Goods 150.8| 1746| 1912 197.7| 2024| 2052| 2299| 2736| 2665| 277.7
27b Services 8.1 9.4 114 13.1 14.0 15.8 18.4 22.6 24.0 26.9
28 Net payments to foreign parents of direct investment income resulting from sales by
their U.S. affiliates (ITA table 1,1iN€ 31) ... 79 222 30.3 33.1 43.0 38.4 53.4 56.9 12.8 45.8 714| 1051
29 Nonbank affiliates 75 19.3 257 30.2 39.3 35.8 50.5 53.3 10.8 438 69.3| 1005
30 Sales by U.S. affiliates . . X . . . y . . . . .
31 Less: U.S. affiliates’ purchases of goods and services directly from abroad................... X . . . . . . k . .
32 Less: Costs and profits accruing to U.S. persons . . X . . . . X . X
33 Compensation of employees of U.S. affiliates X . . . . . : X . 344.6
34 Other. . . . . X . . . . .
35 Less: Sales by U.S. affiliates to other U.S. affiliates of the same parent ............ccooouuee. .a. . .a. a. .a. a. .a. .a. .a. .a. .a.
36 Bank affiliates . . X . X . . . . . X
37| Other income payments 1028| 127.2| 159.0| 170.7| 201.2| 219.1| 226.6| 273.0| 250.3| 2150 1921 243.9
38 Other private payments on foreign-owned assets in the United States (ITA table 1, line 32) 58.3 771 97.1 97.8| 1129| 1280| 138.1 180.9| 159.8| 1299| 1101 145.4
39 U.S. Government payments (ITA table 1, line 33) 39.4 44.2 55.6 66.6 81.7 84.2 80.5 84.5 82.4 76.6 73.5 89.7
40 Compensation of employees (ITA table 1 line 34) 5.1 6.0 6.3 6.3 6.7 7.0 8.0 7.5 8.1 84 85 8.8
41 |Unilateral current transfers, net (ITA table 1, line 35) -39.8| -40.3| -38.2| -43.1 -452| -53.3| -506| -58.8| -51.9| -64.0 -71.2 -80.9
Memoranda:
42| Balance on goods and services (line 3 minus line 23, and ITA table 1, line 73) -703| -985| -96.4| -104.1| -108.3| -165.0| -263.4| -378.3| -362.7| -421.2| -4948| -617.6
43| Balance on goods, services, and net receipts from sales by affiliates (line 2 minus line 22).. -11.0| -433| -314| -347| -359| -995| -1852| -283.3| -246.8| -321.4| -373.0| —489.7
44| Balance on current account (line 1 minus line 21 plus line 41, and ITA table 1, line 76) .... -848| -121.6| -113.7| -1249| -1409| -2141| -300.1| -416.0| -389.5| -4752| -519.7| -668.1
Addenda:
Source of the content of foreign nonbank affiliates’ sales and change in inventories:
45 Sales to nonaffiliates and change in inventories, total (line 10 minus line 15 plus the change
in inventories) 1,301.7| 1,484.5| 1,700.0 1,844.4| 1,933.4| 1,959.2| 2,160.6| 2,406.8| 2,424.0| 2,425.9| 2,750.2
46 FOBIGN COMENL......ooorrvvvrses s sssisssssee st sss s s s st 1,144.1| 12925 1,487.7| 1,6136| 1,6725| 1,710.3| 1,914.3| 2,146.1| 2,1745| 2,193.1| 2,504.6
47 Value added by foreign affiliates of U.S. parents 4422 | 4941 560.9| 5957| 620.8| 6085| 666.7| 7029| 6834| 7045 8204
48 Other foreign content ¢ 701.9| 7984| 926.8| 1,017.9| 1,051.7| 1,101.8| 1,247.7| 1,443.1| 1,491.1| 1,488.6| 1,684.3
49 LU o] O 157.6| 1920| 2123| 2309| 2609| 2489 2463 260.7| 2495 2328| 2456
Source of the content of U.S. nonbank affiliates’ sales and change in inventories: *
50 Sales to nonaffiliates and change in inventories, total (line 30 minus line 35 plus the change
in inventories) 1,336.6| 1,449.7| 1551.4| 1,671.7| 1,730.8| 1,887.2| 2,056.1| 2,349.9| 2,318.9| 2,2145| 2,343.6
51 U.S. COMENT ...vocvers ittt 1,127.9| 1,207.9| 1,289.2| 1,390.0| 1,451.9| 1,579.4| 1,712.7| 1,955.1| 1947.1| 1,839.5| 1,9456.9
52 Value added by U.S. affiliates of foreign parents 285.7| 313.0| 3226 358.1 3894 | 4198| 457.7| 516.7| 477.0| 5027| 5327
53 Other U.S. content 5 842.1| 894.9| 966.5| 1,031.9| 1,062.4| 1,159.6| 1,255.0| 14385 1470.1| 1,336.8| 1,413.2
54 FOBIGN COMENL.....ooourriverseesicsesssiss st sssssssss s s s st st 208.7| 2418| 2623| 2818 2789| 307.8| 3434| 3947 371.8| 375.0| 3977
n.a. Not available 3. The sales exclude the affiliates’ sales to other affiliates of their parent. For U.S. affiliates, data on sales to other affil-

1. The estimates in this column are from the international transactions accounts, which are published quarterly. Esti-
mates are not yet available for the items from BEA's annual surveys of U.S. direct investment abroad and of foreign direct
investment in the United States, which are processed in the 2 years following the year of coverage. The detailed prelimi-
nary estimates for 2004 will be published in the second half of 2006.

2. Conceptually, sales by U.S. affiliates to other U.S. affiliates of the same foreign parent should be subtracted, but data
on these sales are unavailable. However, because U.S. affiliates are generally required to report to BEA on a fully consol-
idated basis, most of these sales are eliminated through consolidation, and the remaining amount is thought to be imma-

terial.

iates are unavailable, but these sales are thought to be immaterial. (See footnote 2.)

4. Line 48, other foreign content—uwhich equals purchases from foreign persons by foreign affiliates—is overstated to
the extent that it includes U.S. exports that are embodied in purchases of goods and services from foreign suppliers.

5. Line 53, other U.S. content—which equals purchases from U.S. persons by U.S. affiliates—is overstated to the
extent that it includes U.S. imports that are embodied in purchases of goods and services from U.S. suppliers.

Nore. Details may not add to totals because of rounding.

ITA International transactions accounts



