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Message from the Director

The Bureau of Economic Analysis (BEA) strives to provide the most timely, relevant,and
accurate economic data to the public. BEA's economic accounts are designed to enable
government officials, business leaders, academic researchers, and the American public
to follow and understand the performance of the U.S.economy.

Integrity, quality, responsiveness, and innovation are the hallmarks of BEA's work. Suc-
cess depends on your trust in the data BEA produces.

BEA takes pride in its work and is eager to help you understand these statistics and
how they can be used.So, if you have any questions or suggestions, | encourage you to
contact me or any BEA staff member.

S

J.Steven Landefeld, Director

Bureau of Economic Analysis

About BEA

The U.S. Bureau of Economic Analysis is one of the world’s leading statistical agencies.

Located within the U.S. Department of Commerce, BEA is responsible for preparing the
national economic accounts of the United States.

The accounts, which cover national, international, regional, and industry data, present es-
sential information on such key issues as economic growth, regional economic develop-

ment, the relationships among industries, and the nation’s position in the world economy.

BEA obtains data from a wide range of government and private sources, conducts research
and analysis, develops estimation procedures, and provides its statistics to the public.

The national economic accounts provide a comprehensive, up-to-date picture of U.S.

economic activity. These closely watched statistics are key ingredients in critical decisions

affecting monetary policy, tax and budget projections, and business investment plans.
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BEA's Web site: www.bea.gov
€@ U.S.Economy at a Glance

BEA produces some of the most closely watched economic statistics that provide a
comprehensive, up-to-date picture of the U.S. economy. The data on this website are the
most recent indicators, charts,and maps drawn from featured BEA economic accounts.

€ Current Releases

The latest economic indicators
are listed front and center
on the home page, in their
respectiveaccountareas. Select
the side bar links to review past
releases by subject and date, or
to check the schedule of future
release dates.

U.5. Department of C

Bureau of Econo

Fags B

About BEA | National | International | Regional j Industry | Gloz=ary |
s

U.S. Econor

U.5. Ecanomy at = Glance

Current Releaszes National
News Release Schedule

E Access National Economic Accounts Data
Conferences and Meetings

M } Gross Domestic Product (GOP)
. . = ¥ Bersonsl Income and Outlavs
© RSS Information R e b Comerate prefis
b Fixed
¥ Satellite

BEA news releases are now

# FResearch and Development

Survey of Currant Bus
avallable GE RSS (Rea”y Slmple Interactive Dats Tables fl‘lﬁ ¥ View all National Accounts Information
Syndication) feeds. RSS allows Digital Library
you to keep up with the most Pepsss and Wadking Peeet| Reglonal

Methodology Papers
recent news releases. Feeds are

read through a program called
a news reader or aggregator,
providing real time updates.

ElachoniERaporting with Access Regional Economic Accounts Data

=Filz

-

GDP by State' and Metropolitan Area
State and Local Area Personal Intome
RIMS II Regional Input-Output Multipliers

-

BEA Custemer Guide

-

-

Resources view zll Regional Accounts Information

Jobs at BEA
Frequently Asked Questions
E-rmail Subscriptions @
About BEA

(4 ) Survey of Current
Business

The monthly journal Survey oF
CURRENT BusiNEss is the definitive Faroins ;“r_jt”c"'t._'_‘::E £
source of information about BELLEWIIL DL

BEA's economic accounts. Ar- e

ticles in the Survey present the Pr—
latest national,international, re-
gional, and industry estimates;
describe the methods used to 0
prepare the estimates; and dis- . c | Informatio
cuss major revisions and other oF Econcmic Anah an agen
relevant information. Each is-
sue includes numerous tables
and charts that present various
estimates in historical context. The Survey also provides updates of key research and other
important initiatives at BEA. You can access the Survey on BEA's Web site or subscribe to the
printed version by contacting the U.S. Government Printing Office at (202) 512-1800.

© Interactive Data Tables

You can view, download, and print BEA data using BEA's interactive tables, charts, or maps.
The data are highly customizable. For example, you can create broad time-series tables




or focus on a specific year, quarter, industry, or country. Most interactive tables can be
downloaded as a comma separated value (.csv) file or spreadsheet and can be displayed in
a file optimized for easy printing. In some areas of the site, you can choose to display data
graphically in bar or line charts or in a map.

lic Accounts

International

Access International Economic Accounts Data
} EBalance of Payments
¥ Trade in Goods and Services
} Internationz| Services
¥ International Investment Paosition
¥ Operstions of Multinational Companies
¥ Survey Forms and Related Materials

-

View zll International Accounts Information

Industry

Access Industry Economic Accounts Data

¥ Annual Industry Accounts

* GDP by Industry

® Input-Cutput Accounts
Benchmark Input-Cutout Accounts
Sztellite Accounts

® Research snd Development

® Travel and Tourism

-

-

2

Supplementsl Estimates

View all Industry Accounts Information

-

MNew: NIPA Handbook

wi GOP in Journal of
Economic Perspectives

Rebates from Econamic
Stimulus Act

FYZ008 BEA Program Cuts

| ®#+1.0% in Q1 2008 (fimal)
| [Release: 5/26/08]

Personal Income
| = =1.9% in May 2008
| [Release: 6/27/08]

Int'l Trade in Goods and

| Services |
| » Deficit decreased to 553.8|
billion in May 2008{p) fram
$60.5 billion in April 2008
kel

[Release: 7/11/08]

U.5. Int'l Transactions

s Current-sccount deficit
increased to $176.4 billian
in @1 2008(p) from $167.2
billion in Q4 2007(r)
[Release: 6/17/08]

|

-
|

@ BEA Papers

Formal papers and presenta-
tions by BEA staff are available
on BEA's Web site. Working pa-
pers—research papers and ana-
lytical presentations that may
later be developed into formal
papers or presentations—are
also available.

(7 Frequently
Asked Questions

If you need more information,
you can browse BEA's frequently
asked questions. Questions can
be grouped by national, inter-
national, regional, and industry
account areas. The FAQs also in-
clude questions about specific
occurrences (such as hurricanes)
and how to use BEA's Web site.

0 Subscribe to
News Updates

Too busy to check the Web site?
Subscribe to receive free e-
mail updates of selected news
releases via the e-mail subscrip-
tion service.

@ Search Engine

You can perform a keyword or
advanced search from any page

on the site. Search results can be sorted by date or relevance. The search engine clusters
search results by topic and allows you to preview a resulting document directly within the

results page.

@ Of Interest

Watch BEA's “of interest” section for the latest news and special information featured on

BEA's Web site.
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U.S. Economic Accounts

BEA prepares the U.S. national, international, regional,and industry accounts.
These accounts present a broad, integrated picture of the U.S. economy ac-
cording to international standards for such accounts.

National Economic Accounts

The national economic accounts tell us
about the structure and growth of the U.S.
economy. The core of these accounts is the
national income and product accounts
(NIPAs). The NIPAs are organized into seven
summary accounts.

1. The domestic income and product
account shows the production of all
sectors of the economy. The right
(product) side of the account shows
gross domestic product (GDP) measured
as the sum of goods and services sold
to final users and the left (income) side
of the account shows GDP as measured
by the incomes earned in production—
gross domestic income—plus the
“statistical discrepancy” (the difference
between the two measures).

2. The private enterprise income account
provides additional information on
the sources and uses of the income of
private businesses and other private
enterprises.

3. The personal income and outlay account
shows the sources and uses of income
received by persons.

4. Thegovernmentreceiptsandexpenditures
account summarizes the transactions
for the federal government and for state
and local governments.

5. The foreign transactions current account
provides information on receipts and
payments associated with trade in
goods and services with the rest of the
world and other activities not involving
transfers of assets.

6. The domestic capital account presents
information on saving and investment
for the economy.

7. The foreign transactions capital account
provides information on transactions
with the rest of the world that are
linked to the acquisition or disposition
of assets.

Among the most closely watched measures
of U.S.economic activity shown in the NIPAs
are gross domestic product (GDP), personal
income and outlays, and corporate profits.
In addition to the NIPAs, BEA also prepares
estimates of the stocks of fixed assets
and consumer durable goods. To view or
download the national accounts estimates
in interactive tables, visit BEA's Web site at
www.bea.gov and click on “National.”

Gross domestic product (GDP)

GDP is the most comprehensive measure
available of U.S. economic activity. It mea-
sures the value of the goods and services
produced by labor and property located in
the United States. Quarterly changes in “real”

f Quarter-to-Quarter Growth in Real GDP
8
4
-
o
g
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Real GOP grownh i3 measured 2t seasonally acustes anmuad rates.
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(inflation-adjusted) GDP are considered
the primary measure of growth in the U.S.
economy.

GDP is estimated as the sum of final-expen-
diture components: Personal consumption
expenditures (consumer spending), gross
private domestic investment (business in-
vestment in structures, equipment and soft-
ware, and inventories), net exports (exports
of goods and services less imports of goods
and services) and government consumption
expenditures and gross investment (govern-
ment spending). Estimates are provided of
the contributions of each of these compo-
nents to U.S.economic growth.

The quarterly estimates of GDP and most
other NIPA series are released on the fol-
lowing 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 avail-
able, “preliminary” and “final” estimates are
released near the end of the second and
third months, respectively.

How are GDP and related
NIPA estimates used?

+ By the Administration and
Congress to prepare the federal
budget projections and to
formulate
fiscal policy

+ By the Federal Reserve Board to
formulate monetary policy

+ By the business community to
plan financial and investment
strategies

+ By academia to undertake
macroeconomic research

Personal income and outlays

The monthly estimates of personal income
and outlays measure the income U.S. resi-
dents receive and how they spend or save
it. Personal income is the income received
by persons from all sources—that is, from
participation in production (such as com-
pensation of employees, income from self-
employment, and rental income) and from
current transfer receipts from both govern-
ment (such as Social Security and Medicare

-

Real Disposahle Personal Income and
Real Consumer Spending

Percant change (manthly)
= : E
in
E—
|
|

Apr May Jun Jul Awp Sept DOct Nov Dec Jan Feb Mar Apr

' Real Disposable Personal Income = Real Consumer Spending

benefits) and business (such as pension
benefits). Personal outlays consists largely of
personal consumption expenditures, mainly
purchases of goods and services by individu-
als from business and government.

Personal income less personal current taxes
equals disposable personal income (DPI). DPI
measures the income that is available to
be either spent or saved. DPI less personal
outlays equals personal saving and personal
saving as a percentage of DPl is the personal
saving rate.

The estimates of personal income and
outlays for the month are released about
one month after the end of that month
and are subject to revision in the next few
months.

How are the estimates of
personal income and
outlays used?

+ To track the path of overall U.S.
economic activity

+ To study the relationships among
income, spending, and saving

+ In econometric models to project
consumer behavior

Corporate profits

The quarterly estimates of corporate profits
provide a comprehensive, consistent mea-
sure of the income earned from current
production by U.S. corporations. Income
consists of receipts that arise from cur-
rent production less associated expenses.
Because of the focus on current production,



receipts exclude dividend income and capi-
tal gains and expenses exclude bad debts,
depletion, and capital losses.

The NIPA estimates of corporate profits
are on an economic-accounting basis;
they contain adjustments to the value of
inventories and of depreciation to account
for the effects of price changes on profits.
In this and other ways, they differ from the
financial accounting of profits that under-
lies corporate annual reports and the tax
accounting of profits that is reported on
corporate tax returns. BEA prepares esti-
mates of corporate profits before and after
tax and by industry.

The preliminary estimates of corporate
profits for the quarter are released near the
end of the second month after the end of
that quarter, as part of the release of the pre-
liminary GDP estimates. Revised estimates
are released one month later as part of the

How are the estimates of
corporate profits used?

+ By Wall Street to track overall
U.S. corporate financial health

+ By industry analysts to track
industry financial health

+ By macroeconomic forecasters to
project investment in plant and
equipment

+ By government policymakers to
project tax receipts

release of the final GDP estimates.

Fixed assets and consumer
durable goods

The annual estimates of fixed assets and
consumer durable goods are BEA's featured
measure of U.S. fixed nonfinancial wealth.
Fixed assets are the stocks of structures (for
example, commercial buildings) and equip-
ment and software (for example,communica-
tions equipment) owned by business and by
government. Estimates are prepared by type
of asset and by industry. Consumer durable
goods are the stocks of durable goods (goods
with an average life of at least three years, for
example, automobiles) owned by persons.

The estimates of fixed assets and consumer
durable goods for the year are available about
eight months after the end of that year.

How are the estimates of
fixed assets and consumer
durable goods used?

+ By researchers in studies of
national income and wealth

+ By the Federal Reserve Board
in preparing the flow-of-funds
accounts

+ To calculate rates of return
for corporations and make
international comparisons of
profitability

+ By researchers to prepare
alternative estimates of personal
savings
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International Economic Accounts

The international economic accounts tell us about the relationship between the U.S.
economy and the global economy. They provide information on international transactions,
trade in goods and services, international services, the U.S. international investment posi-
tion, and direct investment and the activities of multinational companies. In support of this
program, BEA conducts a number of mandatory surveys of international services and of

direct investment.

International transactions
accounts (balance of payments)

The international transactions accounts
(ITAs) presentannual and quarterly estimates
that summarize the transactions between
the United States and foreign countries.
They consist of a current account, a capital
account, and a financial account.

The current account records exports of
goods and services (for example, wheat
shipped from the United States to Russia
or legal services provided by a U.S. firm to
a client in Japan) and receipts of income on
U.S.-owned assets abroad (for example, the
income earned by a U.S. company from the
operations of a plant it owns in Canada) as
credits—that is, with a plus sign. It records
imports of goods and services and pay-
ments of income on foreign-owned assets
in the United States as debits—that is, with
a minus sign. Unilateral transfers (such
as gifts to other countries) are recorded
on a net basis. The sum of the credits and
debits in the current account is the current-
account balance.

The capital account records capital transfers,
such as debt forgiveness.

The financial account records net acquisi-
tions of U.S.-owned assets abroad (for
example, the funds a U.S. company uses to

f Current-Account Balance and Its Components
[Seasonally adjusted]

Balance on services
Balance on income

Net unilateral current transfers

Balance on current account

Billion $

Balance on goods. 7

2000 2001 2002 2003 2004 2005 2008 2007 2008

acquire a British company) and of foreign-
owned assets in the United States. Net
acquisitions abroad are recorded as debits
and net acquisitions into the United States
are recorded as credits. The sum of the
credits and debits in the financial account
is net financial flows.

Preliminary ITA estimates for the quarter are
released about two and a half months after
the end of that quarter and preliminary es-

How are the ITAs used?

+ To assess the impact of
international trade and investment
(globalization) on the U.S.
economy

+ To analyze the balances on
transactions between the United
States and other areas and
countries

* By business managers to assess
market size and market share
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timates for the year are released about two
and a half months after the end of that year.
Revised estimates are released three months
after the preliminary estimates.

Trade in goods and services

The monthly estimates of U.S.trade in goods
and services provide up-to-date information
on U.S. exports to and imports from foreign
countries. The goods estimates, which are
largely prepared by the U.S. Census Bureau,
are available by detailed product and by
selected countries and areas. The service
estimates, which are prepared by BEA, are
available by major category. The difference
between exports and imports is the overall
balance on trade in goods and services for the
United States.

-
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Preliminary trade estimates for the month
are jointly released by BEA and the Census
Bureau about six weeks after the end of that
month. Revised estimates are released one
month after the preliminary estimates.

How are the trade
estimates used?

+ By trade policy officials to
negotiate international trade
agreements

+ By trade association officials to
identify key export markets and
to assist in deliberations trade of
agreements

+ By business managers to assess
market size and market share and
to judge market direction

International services

The annual estimates of U.S. international
sales and purchases of services provide
detailed information on two types of
transactions. The first type consists of U.S.
exports and imports of services recorded
in the international transactions accounts.
The second consists of (a) sales of services
to foreign residents by affiliates owned by
U.S. companies and located abroad and
(b) purchases of services by U.S. residents
from affiliates owned by foreign companies
and located in the United States. Thus, the
second type of transaction, “sales through
affiliates,”is distinguished from the first type,
“cross-border trade,” by the fact that it is not
a transaction between a U.S. resident and a
foreign resident.

BEA prepares estimates of U.S. cross-border
trade in private services and of sales of
services through majority-owned U.S. and
foreign affiliates of multinational companies.
The inclusion of both cross-border trade and
sales through affiliates recognizes the way
that multinational companies fashion their
worldwide operations and the importance
of proximity to customers in the delivery of
services.

The annual estimates of international
services—for the preceding year for cross-
border services and for the year before that

How are the estimates of
international services used?

+ To assess the size and
composition of trade in services
by country and type of service

+ To compare the prevalence of
cross-border trade in services to
sales of services between and
within businesses

+ By trade policy officials to
negotiate international trade
agreements

+ By business managers to assess
market size, market share and
market trends




for sales of services through affiliates—are
usually published in a fall issue of the Survey
of CURRENT BUSINESS.

International investment
position accounts

International investment position accounts
show the cumulative value of U.S.-owned
assets abroad and of foreign-owned assets
in the United States at the end of each year.
U.S.-owned assets consist of accumulated
stocks of U.S. official assets (e.g., gold re-
serves), other U.S. government assets (e.g.,
U.S. government loans to foreign govern-
ments), direct investment (U.S. ownership
of foreign business enterprises), portfolio
investment (U.S. holdings of foreign stocks
and bonds), and other private investment
(e.g.,U.S.loans to foreigners). U.S.-owned as-
sets abroad less foreign-owned assets in the
United States equals the net international
investment position of the United States.

Annual international investment position
estimates are released in June of the follow-
ing year.

U.5. Net International Investment Position at Yearend
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How are the international
investment position
accounts used?

+ To analyze the size and composition
of U.S.investment abroad and of
foreign investment in the United
States.

+ To assess the impact of
international investment
(globalization) on the U.S.
economy.

Direct investment and the
activities of multinational
companies

The annual estimates of U.S. direct invest-
mentabroad and of foreign directinvestment
in the United States provide information on
transactions between parent companies and
their affiliates, on related positions, and on
the financial and operating characteristics
of the firms involved. Direct investment is
defined as ownership by the investor of
at least 10 percent of a foreign business.

The direct investor is known as the parent
company and the foreign business is known
as an affiliate. The combined operations
of the parent and its affiliates constitute a
multinational company. (Examples of direct
investment by a parent company include
providing funds for the acquisition of a
foreign company or for the expansion of
an existing facility in a foreign country.)

BEA produces two broad sets of direct-
investment data. The first set consists of
international transactions data, which are
included in the ITAs and direct investment
position data, which are included in the
international investment position accounts.
The international transactions data cover
transactions between affiliates and their
parent companies. The direct investment
position data measure the level of U.S. direct
investment abroad and of foreign direct
investment in the United States. The second
set consists of financial and operating data
for multinational companies. These data
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cover the overall activities of their affiliates
abroad and foreign-owned U.S.companies.

U.S. direct investment abroad

The international transactions data on
foreign affiliates’ transactions with their
U.S. parent companies include capital flows,
which measure the funds that U.S. parents
provide to their foreign affiliates, and in-
come, which measures the return on those
funds. The direct investment position data
are stock data and are cumulative; they
measure the total outstanding level of U.S.
direct investment abroad.

The financial and operating data cover over-
all activities—such as sales, value added,
employment, and capital expenditures—of
foreign affiliates and their U.S. parent com-
panies. BEA also produces a separate set
of financial and operating data for major-
ity-owned foreign affiliates (U.S. ownership
exceeds 50 percent) and their U.S. parents.

Summary estimates of the finances and
operations of U.S. multinational companies

for the year are usually released about 16
months after the end of that year. Detailed
estimates are usually released about two or
three months later.

How are the data on U.S.
direct investment abroad used?

* To measure the current-dollar
value of and returns on U.S. direct
investment abroad

+ To measure the share of U.S.and
foreign gross domestic product,
employment, exports and
imports of goods, capital stock,
and research and development
accounted for by the U.S.
multinational companies

+ To analyze the characteristics of
firms, industries, and countries
that influence the decision to
undertake direct investment
abroad




Foreign direct investment in
the United States

International transactions data on U.S.
affiliates’ transactions with their foreign
parent companies include capital flows,
which measure the funds that foreign
parents provide to their U.S. affiliates, and
income, which measures the return on
those funds. The direct investment position
estimates are stock data and are cumulative;
they measure the total outstanding level of
foreigndirectinvestmentinthe United States.

The financial and operating data cover the
overall activities—such as sales, value added,
employment, and capital expenditures—of
the U.S. affiliates. BEA also produces data
on outlays by foreign direct investors to
acquire or establish U.S. businesses and
selected data on the operations of the
newly acquired or established affiliates.
In addition, in a joint project with the
Census Bureau, BEA periodically publishes
detailed industry data on foreign-owned
establishments (plants) in the United States.

Summary estimates of the finances and op-
erations of U.S. affiliates of foreign compa-
nies for the year are usually released about
16 months after the end of that year. Detailed
estimates are released somewhere between
two and four months later. The estimates of
new foreign direct investment for the year
are usually released about six months after
the end of that year.

How are the data on foreign
direct investment in the United
States used?

» To measure the value of and
returns on foreign direct
investment in the United States

+ To measure the share of U.S. gross
domestic product, employment,
exports and imports of goods,
and research and development
accounted for by U.S. affiliates of
foreign companies

+ To analyze the differences
between foreign- and
domestically-owned
establishments for such
characteristics as wage rates,
plant size, capital intensity,
domestic content, profitability,
and productivity

+ To analyze the extent of foreign
direct investment in individual
U.S. states and industries
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Regional Economic Accounts

The regional economic accounts tell us about the geographic distribution of U.S.economic
activity and growth.They provide estimates of gross domestic product (GDP) for states and
metropolitan areas, personal income for states and local areas, and regional economic mul-

tipliers for any county or group of counties.

GDP by State

The annual estimates of GDP by state mea-
sure the value added to U.S. production by
the labor and property in each state. GDP
by state is the state counterpart of gross
domestic product (GDP), the featured and
most comprehensive measure of U.S. pro-
duction. Thus, these estimates provide a
framework for analyzing the contributions
of regions and states to U.S.economic activ-
ity. Comparisons of real (inflation-adjusted)
GDP-by-state growth with employment
growth can be used to track changes in
labor productivity.

@em Change in Real GDPby State, 2006-2007

New England
21

GDP by state is measured as the sum of the
distributions by industry and state of the
costs incurred and the income earned in
producing GDP by state (such as employee
compensation, business taxes,and corporate
profits). Thus, the GDP-by-state estimates
are consistent with the GDP-by-industry
estimates in the industry accounts as well
as with the GDP estimates in the national
accounts.

Advance GDP-by-state estimates for the
year are released about six months after the
end of the year, along with revisions for the
preceding three years.

How are the estimates of GDP
by state and metropolitan
area used?

+ To analyze the state and local
economic impacts of national or
state economic trends

+ By state and local governments
to project tax revenues, the
need for public services, and to
promote economic development
opportunities in their states and
local areas

+ By federal government agencies
to allocate funds to states and to
project energy and water uses for
states and cities

+ By academic researchers to
conduct applied economic
research

* By businesses, trade associations
and labor organizations to
conduct market research

GDP by Metropolitan Area

Annual estimates of GDP for metroplitan
statistical areas are also prepared. As the
most comprehensive measures of economic
activity available for metropolitan areas,
these estimates provide a framework for
analyzing the areas’ contributions to state
and U.S. economic growth by industry. The
Bureau prepares GDP-by-metropolitan-area
estimates in millions of current and chained
dollars for 61 North American Industry
Classification System (NAICS) industries.
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ﬂercem Change in Real GDP by Metropolitan Area, 20042005

State personal income

The annual and quarterly estimates of
state personal income measure the income
received by or on behalf of the residents of
the state. They are the state counterpart of
the national estimates of personal income
and they provide a consistent framework
for analyzing and comparing individual
state economies.

(Personal Income: Percent Change, 2007:1V-2008:|

Rocky Mountain

The state estimates provide detailed infor-
mation by type of income (such as wages
and salaries, dividend income, and Social
Security benefits) that is comparable across
all states and with the nation as a whole.
Estimates of compensation and of earnings
by place of work indicate the economic ac-
tivity of business and government within the
state, while estimates of personal income by
place of residence provide a measure of the
fiscal capacity of the state.

BEA also prepares annual state estimates of
disposable personal income (personal in-
come less current personal taxes), per capita
personal income (personal income divided
by total population), and employment. State
disposable personal income provides a
measure of the income available for spend-

ing and saving and state per capita personal
income is an indicator of the economic well-
being of the residents of a state.

The estimates of state personal income for
the quarter are released about three months
after the end of that quarter. Preliminary
annual estimates of state personal income
are released about three months after the
end of that year. Revised and more detailed
annual estimates are released about six
months later.

Local area personal income

The annual estimates of personal income for
local areas measure the income received by
or on behalf of the residents of the area. BEA
prepares estimates for counties, metropoli-
tan areas, micropolitan areas, metropolitan
divisions and combined statistical areas,and
BEA economic areas. These estimates pro-
vide a consistent framework for analyzing
and comparing individual local area econo-
mies. BEA also prepares annual estimates of
per capita personal income for local areas,
which is an indicator of the economic well-
being of the residents of an area.

How are estimates of state and
local area personal
income used?

+ To measure and track the levels
and types of incomes that
are received by people who
live or work in a state, county,
metropolitan area, or BEA
economic area

+ By federal government agencies
to allocate funds to states and in
economic models, such as those to
project energy use

+ By state governments to measure
the economic base of state
planning areas and to project tax
revenues and public utility needs

+ By academic researchers to conduct
theoretical and applied economic
research

+ By businesses, trade associations,
and labor organizations to conduct
market research




The local area estimates also provide
detailed information by type of income
that is comparable across all local areas
and with the state estimates. Estimates of
compensation and of earnings by place
of work indicate the economic activity of
business and government within the area
and estimates of personal income by place
of residence provide a measure of fiscal
capacity of the area.

The estimates of personal income for met-
ropolitan areas for the year are released
about eight months after the end of the year.
Annual county estimates of compensation
by industry are released about 12 months af-
ter the end of the year. The annual estimates
of personal income for counties are released
about 16 months after the end of the year.

On the“Regional”Web page, you may obtain
a quick summary of the economy of a state
or local area through BEA's Regional Facts,
or BEARFacts. BEARFacts are computer-
generated narratives for states, counties,
metropolitan statistical areas (MSAs), and
BEA economic areas that describe the area’s
personal income using current estimates,
growth rates, and a breakdown of the
sources of personal income.

Regional input-output
multipliers

BEA prepares economic multipliers for states
and local area economies.The multipliers are
produced by the Bureau’s Regional Input-
Output Modeling System (RIMS II) using
state and local personal income data and
national input-output accounts data. RIMS
multipliers can be used not only to estimate
industry-wide impacts but also the impacts
on each of the 20 industry sectors in RIMS II.

RIMS multipliers are used to study how
changes in the production of one or more
industries are likely to affect other industries
in the study region. For example, they can
be used to estimate how an increase in an
industry’s production will affect the pro-
duction of other industries in the region or
how a decrease in the number of jobs in an
industry are likely to affect the number of
jobs in other industries. Impacts can also
be estimated in terms of labor earnings and
value added.

Multipliers can be ordered and interactively
retrieved from the BEA Web site. A fee is
charged to cover the cost of preparing mul-
tipliers. Detailed information on RIMS I is
available on BEA's Web site.

How are the regional
multipliers used?

+ To estimate the economic impacts
of a wide range of projects, such
as building a new sports facility or
expanding an airport

« To assess the effects of natural
disasters, such as hurricane damage

+ By federal, state, and local
government agencies to study
the local impact of regulations on
specific industries or of actions,
such as closing a military base

+ By state and local governments to
estimate the economic impacts of
firms locating within their state or
the impact of tourism on the local
area economy
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Industry Economic Accounts

The industry accounts tell us about the relationships among the industries that make up the
U.S. economy. They consist of the annual industry accounts, the benchmark input-output
accounts and the U.S. travel and tourism satellite accounts.

Annual industry accounts

The annual industry accounts for the United
States consist of the integrated gross
domestic product-by-industry and annual
input-output accounts. These accounts pro-
vide detailed, consistent information on the
changing structure of the U.S. economy. By
tracking the detailed flows of goods and
services in the economy, these accounts
show the contributions of private industries
and goverment to gross domestic product
(GDP), the featured and most comprehen-
sive measure of U.S. production.

GDP-by-industry accounts

The GDP-by-industry accounts provide an-
nual estimates of value added, the industry
counterpart of GDP. Value added is mea-
sured as an industry’s gross output (sales
or receipts and other operating income,
commodity taxes, and inventory change)
minus the intermediate inputs that are used
in the production process (energy, raw ma-
terials, semi-finished goods, and purchased
services). BEA prepares estimates of each
industry’s gross output and intermediate
inputs and of the composition of the in-
come earned in producing value added (for
example, employee compensation, business
taxes, and corporate profits).

Annual Percent Changes in Real Value Added

Private services-producing sector

7\ Private goods-producing sector

Government

2002 2003 2004 2005 2006

The GDP-by-industry estimates show the

industrial composition of the U.S. economy.

This detailed information provides the basis
for comparing the performance of each
industry relative to those of other industries
and to the economy as a whole and for iden-

tifying each industry’s contribution to U.S.

economic growth.

Annual GDP-by-industry estimates are
released about four months after the end
of each year. More detailed estimates are
available about seven months later.

How are the GDP-by-industry
estimates used?

+ To study changes in the returns to
labor and capital by industry

+ To study production, capacity, and
productivity across industries

+ To compare price changes across
industries
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Annual Percent Changes in Value-Added
Price Indexes

W Frivate services.
producing sector

mPrivate goods-
producing sector
GDP
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2005 2006

2007

Annual input-output accounts

The annual input-output (I-O) accounts
provide detailed information on the flows
of goods and services that make up the pro-
duction processes of industries. They show
how industries interact as they provide
inputs to and use outputs from each other
to produce GDP.

The annual I-O accounts are presented in
a series of make tables and use tables and
supplementary requirements tables that
are similar to those described below for
the benchmark |-O accounts. Estimates are
published for 65 industries.

The annual I-O accounts are available about
11 months after the end of each year.

How are the annual I-O
accounts used?

+ To study production capacity and
productivity across industries

+ To examine the direct and
indirect effects of a strike or
a natural disaster on the U.S.
economy

+ By the U.S.International Trade
Commission to measure the
impact of trade policies

+ By trade associations to assess
cross-industry impacts of
economic and regulatory
changes

Benchmark input-output
accounts

The benchmark input-output (I-O) accounts
provide the most comprehensive informa-
tion available on the flows of goods and ser-
vices to industries for use in their production
processes and to final users in the economy.
These accounts are prepared at five-year
intervals and are based on detailed data
from the quinquennial economic censuses
conducted by the U.S.Bureau of the Census.
Detailed estimates are published for nearly
500 industries.

At the heart of the I-O accounts are two
basic national-accounting tables. The make
table shows the detailed commodities
(goods and services) that are produced by
industries. The use table shows the detailed
commodities that are used by industries (for
example, steel) and those that are consumed
by final users (for example, automobiles).
The I-O accounts also include four require-
ments tables that facilitate the analysis of
relationships between industry production

How are the benchmark I-O
accounts used?

+ To estimate the direct and
indirect effects of changes in
final uses on industries and
commodities (for example, to
estimate the effects of a strike
or a natural disaster on the U.S.
economy); to estimate the effects
of an increase in U.S. exports or
in employment

+ By business in macroeconomic
and microeconomic forecasting
models

+ To provide the data and
framework used to estimate
GDP and its components for the
preparation of other economic
statistics, such as the travel and
tourism satellite accounts




and final demand. Additional tables include
the import matrix and bridge tables between
the I-O accounts and the national income
and product accounts.

The I-O accounts for a benchmark year are
available about five years after that year.

U.S.travel and tourism satellite
accounts

Annual U.S. travel and tourism satellite
accounts present a detailed picture of the
travel and tourism industries and their roles
in the U.S. economy. These accounts are
based on the I-O benchmark accounts and
they are consistent with the integrated an-
nual industry accounts.

The travel and tourism accounts show the
output of travel and tourism industries by
industry and the expenditures by tourists,
or visitors, by commodity. They also provide
estimates of the income generated by travel
and tourism and of employment in the travel
and tourism industries. These accounts are
prepared with the support of the Office of
Travel and Tourism Industries of the U.S.
International Trade Administration.

BEA also prepares quarterly estimates of out-
put, prices, and employment in the tourism
industries.

Annual travel and tourism accounts are avail-
able about six months after the end of each
year. More detailed estimates are available
about 12 months later. Quarterly estimates
of tourism output and prices are released
about six months after the end of each
quarter. Tourism employment estimates are
released about six months later.

How are the travel and
tourism satellite
accounts used?

+ To determine the shares of the
goods and services that were
sold to visitors and the shares
that were sold to local residents

+ To examine the relationship
among travel and tourism
industries and to compare
these industries with other
manufacturing and service
industries

+ To determine the expenditures of
tourists

+ To assess the impact of specific
events on travel and tourism, such
as that of September 11,2001
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BEA Research

Maintaining GDP accounts that accurately depict economic growth in the U.S. in all its
complexity requires continuous economic research. For example, business investment,
household purchases, and financial transactions constantly change as supply and demand
rise and fall and take on new forms. Members of the BEA research staff work with their
statistics-producing colleagues as well as with business people and academic economists
to refine the GDP statistics and present the economic story in new ways that address the
questions of the day.

How does research and development (R&D) contribute to economic growth? How much
are people paying for the treatment of different types of diseases? Questions such as these
are being addressed by BEA. Other research projects include an investigation of energy use
patterns throughout the economy as energy prices rise and improved measurement of the
income of the growing population of retired Americans.

These four major projects are underway or ready to be undertaken:

R&D satellite account

It is broadly understood by business people
and economists that business spending on
R&D constitutes a form of investment—
spending that expands the production
infrastructure and adds to GDP growth for
years. BEA worked with the National Science
Foundation to produce, in 2006, the first
U.S. R&D satellite account, which continues
to provide estimates of the contribution of
R&D to U.S. economic growth. (A satellite
account is an extension of the GDP accounts
that provides new estimates of selected

aspects of economic growth not covered in
the traditional GDP account because either
the processes are insufficiently understood
or the data necessary to produce regular
statistcs are lacking.) This satellite account will
be extended to include business investment
in other types of innovation as well, within a
broadened “innovation” satellite account.

GDP health care account

Health economists have long argued that
measuring the cost of treating specific condi-
tions is an important first step in identifying
how much of the rising health care costs stem
from increases in real services vs. how much
is due to price increases. While existing data

f Treatment- vs Disease-Based Price Indexes
(compound annual growth rates)
8.0
6.0
4.0 4
20+
0.0 4
-2.0
Three US Cities: 2001-2004 Nationwide Sample: 1998-2002
B Treatment ODisease

HDOYVY3s3y AdLSNANI TVYNOID3Y TVNOILYNYILNI TVYNOILYN 31I1S gIM dDVSSIN SIN31INOD

S1OVINOD



¢¢ Accurately depicting

U.S. economic growth

requires continuous
h b D

economic researc

provide useful information on the flow of
payments in this sector, they do not provide
information on the uses of these funds.There
is little information, for example, on what's
happened to the cost of treating cancer dur-
ing the past decade. This omission makes it
difficult to assess the costs and benefits of
health care spending.

BEA research staff are studying ways to
measure U.S. spending on healthcare for
specific diseases instead of by type of treat-
ment.These measures will help inform public
policy decisions about the efficacy of health
care financing. BEA is working with the
Centers for Medicare and Medicaid Services
of the U.S. Department of Health and Human
Services and health economists in academia
to produce new statistics.

f Prices Paid by Industries for Inputs to Production, 2000-2006

Social Security and pension plans
BEA estimates for 2006
(billions of dollars)

& Social Security employer contrib @ Pension plan employer contrib
W Social Security benefits O Pension plan benefits

GDP energy-use account

Recent increases in world commodity prices,
most notably energy prices, will affect U.S.pro-
duction methods and overall U.S. economic
growth. At present, the GDP statistics for each
industry contain only limited information on
energy use. BEA and the Energy Information
Administration of the U.S. Department of
Energy plan to combine statistics to produce
the first GDP energy-use account.

GDP retirement-income account

BEA is conducting research to refine GDP
measures of household purchasing power.
The object is to develop the first-ever GDP
statistics on private-pension retirement
income as it is earned by the retiree. Present
GDP retirement-income statistics are limited
to the investment income earned by the
retirement funds companies maintain and
do not accurately measure additions to
household wealth. Another newly-devel-
oped statistic will place that income in the
state in which the retiree resides (rather than
in the state in which the company formerly
employing the retiree is located).

Implicit value of intangibles: $7 trillion (2000:))

Implicit value of intangibles: -$2 trillion (2002:1)

—— Market value of equities

Replacement value of tangible assets

Source: FRB Flow of Funds (L.102 and B.102) release March 9, 2006. Data based on nonfarm nonfinandial corporate business.




Advisory Committee

The BEA Advisory Committee meets twice yearly to advise the Director of BEA on matters
related to the development and improvement of BEA's national, regional, industry,
and international economic accounts, especially in areas of new and rapidly growing
economic activities arising from innovative and advancing technologies, and provides
recommendations from the perspectives of the economics profession, business, and
government.

The members of BEA's Advisory Committee are:

Chair: Dale W. Jorgenson,
Samuel W. Morris University Professor, Harvard University

Alan J. Auerbach,

Robert D.Burch Professor of Economics and Law, University of California, Berkeley

Richard B. Berner,
Managing Director and Chief U.S. Economist, Morgan Stanley

Michael J. Boskin,

Tully M. Friedman Professor of Economics, Stanford University

Barry P.Bosworth,
Senior Fellow, Economics Study Program, The Brookings Institution

Susan M. Collins,
Dean of Public Policy, University of Michigan

Robert J. Gordon,

Stanley G. Harris Professor in the Social Sciences, Northwestern University

Maurine A. Haver,
President, Haver Analytics, Inc.

Charles R. Hulten,
Professor of Economics, University of Maryland

William D. Nordhaus,

A.Whitney Griswold Professor of Economics, Yale University

Joel L. Prakken,

Chairman of the Board of Directors, Macroeconomic Advisors

Andrew D. Reamer,
Fellow, Metropolitan Policy Program, The Brookings Institution

HOYVv3S3d AdLSNANI TVYNOID3Y TVNOILYNYILNI TVNOILVYN 31IS 9IM dDVSSIN SIN31INOD

S1OVINOD



MEASURING
HE NATION’S
ECONOMY




Executive Staff

J.Steven Landefeld, Director
Rosemary D. Marcuss, Deputy Director

Brent R. Moulton, Associate Director for National Economic Accounts

Obie G.Whichard, Associate Director for International Economics
Joel D.Platt, Associate Director for Regional Economics

Brian C. Moyer, Associate Director for Industry Accounts

Ana M. Aizcorbe, Chief Economist

Brian M. Callahan, Chief Information Officer

Dennis J. Fixler, Chief Statistician

BEA Contacts

General inquiries
Public Information Office, (202) 606-9900: CustomerService@bea.gov

Media inquiries
(202) 606-2649

Congressional affairs
(202) 606-2689

Inquiries about specific BEA estimates

National Economic Accounts

Gross domestic product: GDPNIWD@bea.gov
Personal income and outlays: PIN/IWD®@bea.gov
Corporate profits: CPNIWD@bea.gov

Fixed assets: FANIWD®@bea.gov

International Economic Accounts

International transactions, investment position, services, and direct investment:

internationalaccounts@bea.gov

Regional Economic Accounts

Gross domestic product by state accounts: gdpbystate@bea.gov

Gross domestic product by metropolitan area accounts: gdpbymetro@bea.gov
State and local area personal income accounts: reis.remd@bea.gov

Regional Input-Output Modeling System (RIMS Il) regional multiplier estimates:

rims@bea.gov

Industry Economic Accounts

Current industry accounts: currentindustry@bea.gov

Benchmark industry input-output accounts: benchmarkio@bea.gov
Travel and tourism satellite accounts: industrysatellites@bea.gov

This publication was prepared by BEA's Communications Division: CustomerService@bea.gov
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