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| ntroduction

This publication presents the State estimates of personal
income that were prepared by the Regiona Economic
M easurement Division of the Bureau of Economic Analy-
sis(BEA). It presents, in thestatistical sectionthat follows
this text, the following estimates for each State, for the
eight BEA regions, and for the United States:

e Annual estimates of persona income and per capita
personal income for 1929-97 (pages 6-16);

o Annua estimates of disposable personal income and
per capita disposable personal income for 1948-97
(pages 17-25);

o Annual estimates of personal income by major com-
ponent and of labor and proprietors’ earningsby State
of work and by industry, together with the derivation
of personal incomeby place of residencefor 1929-97
(pages 36-394); and

e Quarterly estimates of total personal income for
1969-97 (pages 26-34).

These estimates are supplemented by maps and charts.
The maps show the State distributions of per capita per-
sona incomein 1929 and in 1997. The charts show the
following: Per capita persona income for the regions
as a percent of the same measure for the United States
for 1929-97; per capita persona income for the United
States, for each region, and for each State for selected
years in 1929-97; and the composition of total personal
income for the United States, for each region, and for
each State for selected yearsin 1977-97.

The estimates of persona income and of per capita
personal income reflect the revised national estimates of
personal income that resulted from the 1996 comprehen-
siverevision of the national income and product accounts
(NIPA’s) and from the annual NIPA revisions that were
released in 1996, 1997, and 1998. The 1996 comprehen-
siveand annual revisionsof the NIPA’'s wereincorporated
into the State estimates of persona income as part of a
comprehensive revision of the State estimates in October
1996. The 1997 and 1998 annual NIPA revisions were
incorporated into the State estimates as part of annual re-
visions to the State estimates that were released in 1997
and 1998, respectively.

The estimates are first prepared for the Nation and
then for the States. The estimates for the regions are
aggregations of the State estimates.

This introduction presents a brief history of the devel-
opment of the estimates of personal income. It describes
the uses of the State estimates and the schedulefor prepar-
ing and revising the estimates, and it presentsinformation
about the availability of the estimates and about the BEA
User Group.

A brief history

In the mid-1930’'s, BEA began work on the estimation
of regiona income as part of the effort to explain the
processes and structure of the Nation's economy. As a
result, it produced annual State estimatesof total “income
payments to individuals” These income payments were
calculated as the sum of (1) wages and saaries, (2) other
labor income and relief, (3) entrepreneurial withdrawals,
and (4) dividends, interest, and net rents and royalties.

During the 1940's and early 1950’s, BEA developed
an integrated set of national economic accounts, sought
additional source data, and improved the methods used
to prepare the estimates. One result of this work was the
development of State personal income—a measure that
is more comprehensive than State income payments.

State persona income differs significantly from State
income paymentsin five ways:

o State persona income consists of Six mgor com-
ponents (other labor income and transfer payments
replaced other labor income and relief, and the com-
ponent persona contributions for socia insurance
was added as an explicit deduction);

¢ Personal income includes more component detail
and a broader range of income-in-kind and imputed
income items than State income payments;

¢ Personal income includes the income of nonprofit
ingtitutions that serve individuals and of private
noninsured welfare funds and private trust funds;

e Personal income includes employer contributions
to private pension funds—as part of other labor
income—instead of the benefits paid by the funds;
and
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e Personal income includes transfer payments by
business.

In addition, in the mid-1950's, BEA began work on
preparing estimatesfor local areas. It prepared estimates
for afew countiesin the States in the Mideast and Plains
regions.

In the late 1950's, BEA developed estimates of State
disposable personal income. This series was published
occasiondly in the SURvEY oF CURRENT BUSINESS in
the 1960's and 1970's and has been presented annually
beginning with 1982.

During the 1960's, BEA developed quarterly estimates
of State persona income. Thefirst set of these estimates
as a continuous series was published in the December
1966 issue of the Survey. In addition, BEA prepared
a personal income series for metropolitan areas and for
nonmetropolitan counties for selected years in 1929-62.

In the early 1970's, BEA developed the estimates
of personal income for counties in metropolitan areas.
These estimates were published for the first time in
the April 1975 Survey. Later in the 1970’s, it devel-
oped estimates of employment for States, counties, and
metropolitan areas.

In the 1980's, BEA devel oped estimates of gross State
product by industry. These estimates, as an established
series, werefirst presented in the May 1988 SURVEY.

Now, BEA prepares annual and quarterly estimates of
State persona income and annual estimates of State dis-
posable persona income and employment and of gross
state product. It aso prepares annual estimates of per-
sonal income and employment for all metropolitan areas
and all the counties and county equivalents for which
reliable source data are available.

Uses of the State estimates

The State estimates of persona income and its com-
ponents, of per capita persona income, of disposable
persona income, and of gross state product are widely
used by both the public and the private sectorsto measure
and to track the levels and the types of incomes that are
received by the people who live or work in a State and
the value-added that a State’s industries produce. These
estimates provide a framework for the analysis of each
State’'s economy, and they serve as a basis for decision
making.

Federa agencies use these estimates in econometric
models, such as those used to project energy and water
use; they also use the estimates as a basis for alocating
funds and for determining matching grants. For example,
in fiscal year 1996, the distribution of $122 billion in
Federal funds was affected by the estimates of State per
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capita personal income. The estimates of gross state
product are also used in the funds alocation formula for
one program.

In addition, the Census Bureau uses the estimates of
State per capita persona income as the key predictor
variablein the preparation of State estimates of the mean
annual income for four-person families.

State governmentsuse the estimatesof personal income
and gross state product to measure the economic base
of State planning areas. They aso use the estimates in
econometric models that are devel oped for various plan-
ning purposesand to project tax revenues and theneed for
public utilitiesand for services. Currently, 17 States have
Set constitutional or statutory limits on State government
revenues and spending that are tied to State persond in-
come or to one of its components. These States account
for amost one-half of the population of the United States.
A magjority of the States use the quarterly estimates of
State persona income to project tax collections.

University schools of business and economics use the
estimates for theoretical and applied economic research.
Some of these school sdistributethe estimatesin abstracts
or similar reports to various State and local govern-
ment agencies, regiona councilsof governments, private
research groups, businesses, and libraries.

Businesses use the estimates for planning activities,
such as evaluating markets for new or established prod-
ucts and determining areas for the location, expansion,
and contraction of their activities.

Release and publication schedules

The quarterly and annual estimates of State personal
income and the annua estimates of loca area per-
sona income are first released on BEA's Web site at
<www.bea.doc.gov> and in news releases; the release
dates are announced in advance and are listed on the Web
siteand in the SURVEY oF CURRENT BUSINESS.

The quarterly State estimates of total and nonfarm per-
sonal incomeare subsequently publishedin the February,
May, August, and November issues of the SURVEY.

The preliminary annua State estimates of total and
per capita personal income and of total and per capita
disposable personal income are published in the May
SURVEY. The revised annua estimates of State personal
income by major type and of earnings by industry are
published in the September or October SURVEY.

Theloca areaestimates of total and per capitapersonal
income are published in the May Survey.
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Preparation and revision schedules

The quarterly estimates of State personal income are pre-
pared about 4 months after the end of the quarter. The
preliminary annual State estimates are prepared about 4
months after the end of the year, and the revised State
estimates are prepared about 8 months after the end of the
year. The annual estimates of local area persona income
are prepared about 16 months after the end of the year.

In January, the estimates of State persona income for
the third quarter of the previous year are prepared, and
the estimates of the first and second quarters are revised.

InApril, theannual and quarterly State estimatesfor the
3years beforethe previousyear arerevised in order toin-
corporate the newly available data for wages and salaries
that are used to prepare the county estimates for those
years and to reflect the county-level estimation of the ad-
justment for residence. In addition, the State estimates
for the fourth quarter of the previous year are prepared,
and the estimates for the first three quarters are revised;
the preliminary annual State estimates for the previous
year are prepared by averaging these quarterly estimates.

In May, the estimates of local area personal incomefor
the year before the previous year are prepared, and the
estimates for the 2 years before that are revised.

In July, the State estimates for the first quarter of the
current year are prepared, and the estimates for the four
guarters of the previous year are revised.

In August or September, the annual State estimates for
the previous year are revised using the annual, rather than
the quarterly, methodology, and the annual estimates for
the 2 years before that are revised.

In October, the State estimates for the second quarter
of the current year are prepared, and the estimatesfor the
first quarter are revised. Further, the estimates for the
guartersof theprevious 3 yearsarerevised for consistency
with the revised annual estimates that were released in
August or September.

The State and local area estimates are normally re-
vised again only after a comprehensive, or benchmark,
revision of the national income and product accounts
(NIPA's). Comprehensive revisions of the NIPA’'s are
made approximately every 5 years.!
me;ultsof thelatest comprehensiverevision of the NIPA's, seeBu-
reau of Economic Analysis, U.S. Department of Commerce, National Income
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In a comprehensive NIPA revision, the nationa esti-
mates of persona income are affected by the statistical
changes that result from the introduction of new source
data and the use of improved estimating methods. The
national estimatesmay also be affected by thedefinitional
and classificational changes that are made so that the
NIPA’s will reflect the evolving economy of the United
States. For example, as part of the 1985 comprehensive
revision, the payments to vendors of medical services
under the medicaid program were reclassified from gov-
ernment purchasesto transfer payments; asaresult, these
payments are now classified as part of personal income
for al the yearsthat the program has existed.

Availability of the State and local area estimates

Before the State and local area estimates are published
in the Survey, they are available in printed and elec-
tronic news releases.? More detailed estimates than the
estimates published in the Survey are available on the
CD-ROM State Personal Income, 1929-97 and, for the
local areaestimates, onthe CD—ROM Regional Economic
Infor mation System, 1969-97.3

In addition, the State and loca area estimates of per-
sonal income and of employment are available from the
BEA User Group. The members of this group include
State agencies, universities, and Census Bureau Primary
State DataCenters.* Themembershave agreed to provide
the estimatesthat they receive from BEA to other usersin
their State; they can provide the estimates for their State
and sometimes for other States.

and Product Accounts of the United States, 1929-94: \olume 1 and Volume 2
(Washington, DC: U.S. Government Printing Office, April 1998).

2. BEA's mgjor national, regional, international, and industry estimates,
recent issues of the SURVEY, and BEA news releases are available on BEA's
Web site: Go to <www.bea.doc.gov>.

In addition, STAT-USA maintains an electronic bulletin board (EBB)
and a Web site, which contain BEA estimates, BEA news releases, and
the SURVEY. To subscribe to STAT-USA's World Wide Web system, go to
<www.stat-usa.gov> or call (202) 482—-1986.

3. Seetheadsat theend of thepublication. See“Appendix A: Availability of
the Dataand Sample Tablesfrom the Regional Economic Information System.”

4. See“Appendix B: Members of the BEA User Group.”



The Sourcesand Methodsfor the Annual Estimates of State
Personal 1ncome and Disposable Personal 1ncome, 1991-97

Thistext describesthe sources of the dataand the meth-
ods that were used to prepare the annual estimates of the
components of personal income and disposable personal
income for States for 1991-97.%

Theintroduction describestherel ationship between the
national estimates of persona income and the State esti-
mates, it defines the essential terms used, and it explains
the major differences between the definitionsand classifi-
cationsusedinthenational estimatesand thoseusedinthe
State estimates. This introduction aso includes genera
information about the sources of the data that are used to
prepare the estimates and the place of measurement of the
source data. Additionally, it includes information about
the procedure used to integrate the nationa and the State
estimates—theall ocation procedure—and abrief descrip-
tion of the procedures used to prepare estimatesfor which
direct source data for some years are not available—the
interpolation and extrapol ation procedures.

After the introduction, the text provides specific infor-
mation about the sources and methods used to prepare
the estimates of each component of personal income, of
the residence adjustment, and of personal tax and nontax
payments.

I ntroduction

The State estimates of personal income and disposable
persona income are designed to be conceptualy and
statistically consistent with the national estimates of per-
sonal income and disposable persona income; as part
of the preparation of the State estimates, the national
estimates are disaggregated to States.? As aresult, the
definitions that are used for the components of personal

1. For information about the methodol ogy used to prepare the estimatesfor
earlier years, call (202) 606-9241, or E-mail reisremd@bea.doc.gov.

2. At the national level, personal income and disposable personal income
are parts of the personal income and outlay account, which is one of five
accountsthat compose the national income and product accounts.

Of the aggregations in the personal income and outlay account, only
personal income, disposable personal income, and personal tax and nontax
paymentsareestimated for States. Inaddition, BEA preparesestimates of gross
state product (GSP), which correspond to grossdomestic product (GDP); GSP
and State personal income share the following elements of personal income:

and disposable persona income for the State estimates
are essentialy the same as those used for the nationa
estimates.®

State persona incomeisdefined astheincomereceived
by, or onbehalf of, al theresidentsof the State. It consists
of the income received by persons from participation in
production, from both government and business transfer
payments, and from government interest (whichistreated
like a transfer payment). Personal income is the sum
of wage and salary disbursements, other labor income,
proprietors income with inventory valuation and capital
consumption adjustments, rental income of persons with
capital consumption adjustment, personal dividend in-
come, personal interest income, and transfer paymentsto
persons, less personal contributionsfor socia insurance.

Persons consists of individuas, nonprofit institutions
that serve individuals, private noninsured welfare funds,
and private trust funds. In this text, the last three are
referred to as“ quasi-individuals” The State-level source
data used to prepare the estimates of some components
of persona income received by individuals are not the
most appropriate source data for estimating the income
received by quasi-individuals.

State per capita persona income is calculated as the
personal income of the residents of the State divided by
the population of the State as of July 1.

Disposable persona incomeistheincomethat isavail-
able to persons for spending and saving. It is calculated
as persona incomelessthe sum of personal tax payments
and personal nontax paymentsto Federal, State, and local
governments.

Wage and salary disbursements, other labor income, proprietors' income, and
rental income of persons.

For information about the relationships among GDP, GSP, and State
personal income, seeHoward L. Freidenberg and Richard M. Beemiller, “ Com-
prehensive Revision of Gross State Product by Industry, 1977-94,” SURVEY OF
CURRENT BusINEss 77 (June 1997): 15-41.

3. The national estimates may temporarily differ from the State estimates
because of different estimating schedules. The State estimates of wages and
salariesand farm proprietors’ incomeincorporate sourcedatathat arenot avail-
ablewhen the national estimatesare prepared; these data arelater incorporated
into the national estimates when they are revised.
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State per capita disposable personal income is calcu-
lated as the disposable persona income of the residents
of the State divided by the population of the State as of
July 1.

Differencesin definitions and classifications between
the national and the State estimates

Thedefinitionsthat are used in the State estimatesfor two
components of personal income differ significantly from
the definitions that are used in the national estimates. In
addition, the classifications that are used for one compo-
nent in the State estimates differ significantly from those
used in the national estimates.

The State estimates of wage and sdary disbursements
and of other labor income consist mainly of the la
bor earnings of persons who reside and who work in
the United States. However, the national estimates
of these components aso include the earnings of U.S.
residents—including military personnel—who are tem-
porarily working abroad for the U.S. Government or for
U.S. firms.

The adjustments to the estimates of the wages and
sdaries disbursed by domestic industries to include the
wages and salaries of U.S. residents who work in other
countries and to exclude thewages and sal aries of foreign
residents who work in the United States are classified in
the residence adjustmentsin the State estimates.* In the
national estimates, these adjustmentsare classified in the
rest-of-the-world sector, which is not recognized in the
State estimates.

In addition, in the State estimates, the wages and
sdaries of U.S. residents who are employed by inter-
national organizations and by foreign embassies and
consulatesin theUnited States are classified inan “indus-
try” called “other” In the nationa estimates, the wages
of these residents are classified in the rest-of-the-world
sector.

Sour ces of the data

The State estimates of persona income are primarily
based on administrative-records data and on data from
censuses or from similar surveys.

The data from administrative records may originate ei-
ther from the recipients of the income or from the source
of the income. These data are a byproduct of the ad-
ministration of various Federal and State government
programs. Themost important sourcesof thesedataareas

4. The residence adjustmentsare mainly estimates of the net inflows of the
labor earnings of interstate commuters.

The State estimates of wages by place of work, like the national estimates
of wagesfor domesticindustries, excludethewagesof the U.S.-resident border
workers and include the wages of the foreign-resident border workers.
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follows: The State unemployment insurance programs of
the Employment and Training Administration, U.S. De-
partment of Labor; the social insurance programs of the
Health Care Financing Administration, U.S. Department
of Health and Human Services, and the Social Security
Administration; the Federal income tax program of the
Internal Revenue Service, U.S. Department of the Treas-
ury; theveterans benefit programsof theU.S. Department
of Veterans Affairs, and the military payroll systems of
the U.S. Department of Defense.®

The data from censuses are mainly collected from the
recipient of the income. The most important sources of
census datafor the State estimates are the census of agri-
culture, which is now conducted by the U.S. Department
of Agriculture (USDA), and the census of population and
housing, whichisconducted by the Bureau of the Census,
U.S. Department of Commerce.

Some of the estimates are based on data from other
sources. For example, the USDA's national and State
estimates of theincome of all farms constitute the princi-
pda basisfor BEA's nationa and State estimates of farm
proprietors income. The USDA uses sample surveys,
along with census data and administrative-records data,
to deriveits estimates.

Using administrative records data and Census data to
measure income as defined in the nationa income and
product accounts has both advantages and disadvantages.
By using these data, BEA can prepare detailed annual es-
timatesof personal incomefor the Nationand for Statesat
arelatively low cost and without increasing the reporting
burden on businesses and households. However, because
the source data often do not precisely “match” the series
that is being estimated, they must be adjusted to com-
pensate for differences in definitions, in coverage, and in
geographic detail.

Geographic characteristics of the source data

Personal income, by definition, isameasure of theincome
received by persons, and the estimates of State persona
income should reflect the State of the residence of the
income recipients. However, most of the source data that
are used to prepare the estimates of some of the compo-
nents of persona income are reported and recorded by
therecipient’s place of work rather than by therecipient’s
place of residence. Asaresult, the estimates of the com-
ponents that are derived from the place-of-work data are
adjusted to a place-of-residence basis, and the estimates
of these components are presented both by place of work
and by place of residence.

5. Thedatafrom the State unemploymentinsurance programsare collected
by the various State employment security agencies and are assembled and
supplied by the U.S. Bureau of Labor Statistics.
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The estimates of the components of personal in-
come can be grouped according to the geographic
characteristics of the source data

The estimates of wages and saaries, other labor in-
come, and personal contributionsfor social insurance by
employees are mainly derived from source data that are
reported and recorded by place of work. These data are
reported by industry in the State and county in which the
employing establishment is located.

The estimates of nonfarm proprietors’ income and of
personal contributions for social insurance by the self-
employed are derived from source data that are reported
by the tax-filing address of the recipient. This addressis
usually that of the proprietor’s residence; therefore, these
data are assumed to be recorded by place of residence.
Neverthel ess, the estimates of these components—aspart
of the estimates of earnings—are presented both by place
of residence and by place of work. Assuming that non-
farm proprietors who commute to work between States
usually file their tax returns from their residence, the es-
timates of earnings by place of work are more likely to
be misstated than the estimates of earnings by place of
residence.

The estimates of farm proprietors' income are derived
from source data that are reported and recorded by the
principa place of production, whichisusually the county
in which the farm has most of itsland and in which most
of the work is performed. Because most farm propri-
etors live on, or near, their land, the place of residenceis
assumed to be the same as the place of work.

The estimates of rental income of persons, personal
dividend income, personal interest income, transfer pay-
ments, and persona contributions for supplementary
medical insurance and for veterans life insurance are de-
rived from source data that are reported and recorded by
the place of residence of the income recipient.

Allocation procedures

Using all ocation proceduresimpartsto the State estimates
the characteristics of the nationa estimates that are not
reflected in the avail able State-level source data; for most
componentsof personal income, the State source dataare
less comprehensive and lessreliable than the datathat are
available for the national estimates.® In addition, using
these procedures alows the use of State data that are
available in source datathat are related to, but that do not
precisely match, the component being estimated.

6. However, the national estimates of most components of wages and
salaries and transfer payments, which together account for about 75 percent of
personal income, are based mainly on the sum of sourcedatathat are available
by State. Therefore, the use of the allocation proceduresto prepare the State
estimates of these components results in estimates that do not differ greatly
from the source data.
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Before using allocation procedures, the nationa es-
timates of some components of personal income are
adjusted for the differences in definitions and classi-
fications between the nationa estimates and the State
estimates. The adjusted national estimates of these
components and the national estimates of the other com-
ponents are used as the “control totals’ for the State
estimates.

In the allocation procedures, the national control total
for each component is allocated to the States in propor-
tionto each State’'s share of arelated seriesof source data.
In many cases the source data are modified or augmented
before the alocation by preliminary estimation—for ex-
ample, by the summation of severa items (for example,
wages, tips, and pay-in-kind), by the multiplication of
two items (for example, average wages timesthe number
of employees), or by interpolation or extrapolation.

Because theall ocation procedures use the national con-
trol totas for the State estimates, their use yields an
additive system in which the State estimates sum to the
national estimate.

Theallocation procedure used to estimate a component
of State persona incomeis

Ye=Yn ( ))((_;),

where Y isthe estimator (that is, the statistical procedure
used to derive an estimate) of the component of personal
income for State s, where Y, is the nationa estimate
of the component (which is used as the control total for
the State estimates of the component), where X is the
datum for State s from the series of source data related
to the component, and where X, is the national sum of
the State data from the series of source datarelated to the
component (X3, = > Xj).

In the cases in which the nationa estimate is calcu-
lated as the sum of the State data plus an amount A,, for
which State dataare unavail able, the alocation procedure
may be represented by two equations (which together are
mathematically identical to the preceding eguation):

X
As = An(X_;),
YS = XS +A5

where A; is the State estimator of the portion of Y for
which State data are unavailable. In effect, Y; is the
composite estimator consisting of X, the best possible
direct estimator (100 percent sample) of the portion of Y
for which State data are available, plus A, the indirect
estimator of the portion of Y for which State data are
unavailable.
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For example, the nationa estimates of wages and
salaries for many industries consist of the sum of State
data plus a few small adjustments; these adjustments,
taken together, (A,), are alocated to the States in pro-
portion to the State data. The small allocated amount for
each State (A;) is added to the State datum (X) to yield
the State estimate (Y5).

Interpolation and extrapolation procedures

Some of the datathat are used to estimate components of
State persona income are available or adequate only in
certain years, which are called benchmark years. In order
to derive the estimates of these components for other
years, interpol ationand extrapol ation procedures are used
to extend the distribution of the data for the benchmark
year or years.

Interpolation procedures are used in the derivation of
the estimates for the years between 2 benchmark years.
Extrapolation procedures are used in the derivation of the
estimates for the years after the most recent benchmark
year.

For the details of these procedures, see the “Technical
Notes.”

Wage and Salary Disbur sements

Wage and salary disbursements consists of the remu-
neration of employees and includes the compensation
of corporate officers, commissions, tips, bonuses, and
pay-in-kind.”

Wage and salary disbursementsis measured before de-
ductions, such as social security contributions and union
dues, and it reflects the amount of wages and sdaries
disbursed, but not necessarily earned, during the period.
The national and State estimates for most industries are
prepared at the Standard Industrial Classification (SIC)
two-digit level.

Wage and sd ary disbursements accounted for about 57
percent of total persona income at the national level in
1997 (see table A, which also shows the relative impor-
tance of the mgjor components of wages and salaries to
total persona income).

Both the national and the State estimates of wage and
sd ary disbursementsarebased primarily on datathat orig-
inatefrom the State unemployment insurance (Ul) system
and from the Ul program for Federal civilian employ-
ees. These data are assembled by the Bureau of Labor
Statistics (BLS) of the Department of Labor (see table B
for the relationship between the data published by BLS
and the estimate of wage and salary disbursementsin the

7. See “Pay-in-kind” in the “ Technical Notes.”
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Table A.—Personal Income and Wage and Salary Dis-
bursements by Component for the United States, 1997

- Percent of

Mg'(',‘ﬁ';fsm personal

income
Personal inCome? ........cocooeiieiiiiieeeeeeeee e, 6,770,650 100.00
Wage and salary disbursements 2 3,886,261 57.40
Farm oo 14,403 21
Agricultural services, forestry, fishing, and other 3 22,883 .34
MiINING o 29,891 44
CONSEIUCHON .. 189,378 2.80
ManufaCturing .........ccccvvvieriiniieri e 719,940 10.63
Durable goods ..........cccceeeeene 447,267 6.61
Lumber and wood products 21,748 .32
Furniture and fixtures ......... 13,919 .21
Stone, clay, and glass prod 19,577 .29
Primary metal industries . 29,857 44
Fabricated metal products .. 51,793 .76
Industrial machinery and eq 95,247 1.41
Electronic and other electric equipment 72,391 1.07
Motor vehicles and equipment .............. 48,573 72
Other transportation equipment .. 40,571 .60
Instruments and related products .......... 41,741 .62
Miscellaneous manufacturing industries 11,850 .18
Nondurable goods .........cccccovveeeiiiiieenienns 272,673 4.03
Food and kindred products 52,867 .78
Tobacco products ............... 2,312 .03
Textile mill products ...........cccoc... 16,191 .24
Apparel and other textile products . 16,820 .25
Paper and allied products .......... 28,800 43
Printing and publishing ........... 55,230 .82
Chemicals and allied products ... 58,196 .86
Petroleum and coal products ..... 8,151 12
Rubber and miscellaneous plasti 31,857 A7
Leather and leather products ..... 2,249 .03
Transportation and public utilities .. 247,115 3.65
Railroad transportation ........... 11,815 17

Trucking and warehousing . 50,559 .75
Water transportation ........ 6,915 .10

Other transportation* .. 64,507 .95
COMMUNICALIONS ....oevvireiiriiiieens 68,234 1.01
Electric, gas, and sanitary services .............c....... 45,085 .67
Wholesale trade 266,340 3.93
Retail trade ..... 366,667 5.42
Finance, insuran 326,155 4.82
Services ... 1,048,726 15.49
Hotels and other lo 34,313 .51
Personal services .... 23,049 .34
Private households .. 11,731 17
BUSINESS SEIVICES .....oeeeveeerrvveeeennns 223,327 3.30
Auto repair, services, and parking . 28,090 41
Miscellaneous repair services ............ 10,879 .16
Amusement and recreational services .. 34,628 51
Motion PICtUreS ........ccccvevveviiienieniieens 17,696 .26
Health services .... 319,180 4.71
Legal services ......... 54,987 .81
Educational services 49,907 74
Social SErVICES .......covvvveiiiiiiiciiiienens 43,594 .64
Museums, botanical, zoological gardens .. 1,838 .03
Membership organizations ................. 44,052 .65
Engineering and management service 148,529 2.19
Miscellaneous services .........cceee....... 2,926 .04
Government and government enterprises 654,763 9.67
Federal, civilian .........c.ccocevviiiieicnnnn. 120,259 1.78
Military ......cccceene 47,609 .70
State and local ........ccccvvveeeeieiieeiiee e, 486,895 7.19

1. Includes the adjustment for residence which is the net inflow of the earnings of
interarea commuters. For the United States, it consists of adjustments for border workers
and for certain temporary and migratory workers: Wage and salary disbursements to U.S.
residents commuting or working temporarily outside U.S. borders less wage and salary dis-
bursements to foreign residents commuting or working temporarily inside U.S. borders.

2. Includes wages received by border workers employed in the United States.

3. “Other” consists of the wage and salary disbursements of U.S. residents employed by
international organizations and foreign embassies and consulates in the United States.

4. Includes local and interurban passenger transit, transportation by air, pipelines (except
natural gas), and transportation services.

NoTe.—Detail may not add to totals because of rounding.
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national income and product accounts). These data are
tabulated by county and by SIC four-digit industry based
on data reported on form ES-202. The ES-202 data are
from quarterly State Ul contribution reports that are filed
by the employersintheindustriesthat are covered by, and
subject to, each State's Ul laws and by Federal agencies.
The ES-202 data underlie the State estimates of about
98 percent of wages and sdaries for amost dl private
industries, for Federal Government civilian employees,
and for State and local government employees.

Under most State Ul laws, wages and salaries include
bonuses, tips, and the cash value of meals and lodging
provided by the employer—that is, pay-in-kind.

The estimates of wages and sdaries for a few in-
dustries are prepared largely or entirely with data other
than ES-202. These industries are either not covered by
State Ul or are only partly covered. For three of these
industries—agricultura services, private education, and
membership organizations—the estimates are prepared
as the sum of (1) an estimate for the fully covered por-
tion of the industry, based on the ES-202 data, and (2)
an estimate for the incompletely covered portion of the
industry, based largely or entirely on other source data,
as discussed in the relevant sections.

Wages and salariesin industries fully covered by the
Ul programs

The national and State estimates of wages and salariesin
industriesthat are fully covered by State Ul programsare
based on quarterly ES-202 data for wages and salaries,
or payrolls. The nationa estimates of the wages and

Table B.—Relation of Wages and Salaries in the NIPA’s
to Wages and Salaries as Published by BLS

[Billions of dollars]

Line 1997

Total wages and salaries, BLS?Y ......c.ccoocevviiiiiiiene 1 3,669.5
Plus: Adjustment for misreporting on employment tax

TELUMNIS 2 ..ttt 2 90.2

Adjustment for thrift savings plans3 3 4.8

Adjustment for selected industries 4 4 114.3

Other® 5 11.0
Equals: Wage and salary disbursements, NIPA's ..... 6| 3,893.6

1. Total annual wages of workers covered by State unemployment insurance (Ul) laws
and by the Unemployment Compensation for Federal Employees program. Data for the
most recent year are preliminary.

2. Consists of unreported wages and salaries paid by employers and of unreported tips.

3. Consists of voluntary contributions by employees. Prior to 1985, employers were no
required to report these contributions. In 1985, reporting requirements were enacted by over
one-half of the States; by 1990, the requirement had been enacted by almost all States.

4. For the following industries, consists of the difference between estimates from more
comprehensive source data (excluding the adjustments in lines 2 and 3) and BLS wages
and salaries: Agriculture, forestry and fishing;railroad transportation; health services; edu-
cational services; social services; membership organizations; private households; and the
Federal Government.

5. Consists of the wages and salaries for insurance agents classified as statutory employ-
ees, for students and their spouses employed by public colleges or universities, for nonprofit
organizations no participating in the Ul program (in industries not listed in footnote 4), and
of other coverage adjustments.

BLS Bureau of Labor Statistics

NIPA's National income and product accounts
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sdaries of Federa civilian employees are based on data
provided by the Office of Personnel Management, but the
State estimates are based on the ES-202 data. Because
the ES-202 data do not precisely meet BEA's statistical
and conceptua reguirements, the data must be adjusted
to provide complete coverage and the proper industria
and geographic patterns.

Adjustment for congressional staff wages. In the
ES-202 datafor Federal civilianemployees, all thewages
and salariesfor congressional staff are assigned to Wash-
ington, DC. However, some of these wages are earned
by congressiona staff who work in the State offices of
the members of Congress. BEA assumes that 25 per-
cent of the total congressiona payrolls are earned by
congressiona staff in State offices, so this percentage of
these payrollsare dlocated to Statesin proportionto their
congressional representation.

Adjustment for tax misreporting. An estimate of the
wages and salaries that were not reported by employers
is added to the ES-202 data for each private industry.
Because State-level dataare unavailable, the national esti-
matefor each industry isallocated to Statesin proportion
to the ES-202 payroll datafor the industry.

The national estimate for each industry is prepared in
two parts: One part is prepared for the payrollsthat were
underreported by employers, and one part is prepared for
the payrolls that were not reported, because employers
faled tofile areport.®

In addition, tips are assumed to be understated in the
Ul contribution reports from the following covered in-
dustries. Taxicabs, which is part of local and interurban
passenger transit; eating and drinking places; hotels and
other lodging places; amusement and recreation services;
and personal services. For each of these industries, the
national estimate of the unreported tips, which is de-
rived in the preparation of BEA's input-output accounts
for benchmark years and interpolated and extrapolated
for other years, is dlocated to States in proportion to the
ES-202 payroll data for the industry.

Adjustments for wages and salaries that are excluded
fromthe ES-202 data. The ES-202 payroll data exclude
some of the voluntary employee contributionsto certain
deferred compensation plans, such as 401(k) plans, in
20 States and the salaries paid to corporate officers in
Washington State. In addition, the ES-202 data for spe-
cific industries exclude certain, usualy small, amounts

8. Robert P, Parker, “Improved Adjustmentsfor Misreporting of Tax Return
Information Used to Estimate the National Income and Product Accounts,
1977, SURVEY 64 (June 1984): 17-25.
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of wages and salaries that are not covered by State Ul
programs.

The voluntary contributions made by employeesto de-
ferred compensation plans are not fully reported for all
States in the ES-202 payroll data, but the extent of the
underreporting is declining. An adjustment to include
these contributions is made to the wage and salary esti-
mate for each SIC two-digit industry at both the national
and State levels. An adjustment for the contributions
made by Alaska State government employees in 1996,
based on data from the Alaska Department of Labor, is
attributed directly to that State® The nationa adjust-
ments for all other States, which are based on data from
the Internal Revenue Service Form 5500 series (Annual
Return/Report of Employee Benefit Plan), are attributed
to the 19 States that have reported to the Bureau of Labor
Statistics that they have not issued explicit reporting re-
quirementsfor the contributions. Thenational adjustment
for each industry is allocated to those States in propor-
tion to the amount of reported wages and salaries for the
industry in those States.

The salaries of corporate officersin Washington State,
who are exempt by State law from Ul coverage, are ex-
cluded fromthe ES-202 payroll datafor privateindustries
in Washington. Therefore, the national and State esti-
mates of these salariesfor the SIC two-digitindustriesare
derived from estimates of the number of corporate officers
at the SIC four-digit level and from estimates of their av-
erage saariesat the SIC division (“one-digit”) level; these
estimates are periodically provided by the Washington
State Employment Security Department. The estimates
of these salaries are prepared in three steps. First, an esti-
mate of these salaries for each SIC division is calcul ated
as the product of the number of officers and the average
salary in the division. Second, a provisional estimate for
each SIC two-digit industry is calculated as the product
of the number of officers and the average wages of Ul-
covered workers in the industry. Third, the estimate for
each SIC divisionis alocated to SIC two-digit industries
in Washington in proportion to the provisional estimates.

The payrollsof railroad carrier affiliates are excluded
from the data for transportation services, and the payrolls
of railway labor organizationsare excluded from thedata
for membership organizationsother thanreligious. These
industry segmentsare covered by the Railroad Unempl oy-
ment Insurance system rather than by the State Ul system.
The employersin these segments file reports that include
payroll data with the Railroad Retirement Board, which
gives these datato BEA. The data for each employer are

9. Beginning with 1996, employers in Alaska are no longer required to
include the employee contributionsin the reported wages and salaries.
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then added to the ES-202 datafor the appropriateindustry
for the Nation and for each State.

The payrollsof nonprofit organizationsthat have fewer
than four employees are excluded from mandatory Ul
coverage in most States. Estimates of the payrolls of
these small organizations in each of the following indus-
triesareprepared: Printing and publishing, miscellaneous
manufacturing, nondepository credit institutions, real es-
tate, holding and other investment companies, hotels, and
membership organizations other than religious. A na
tional estimate of the employment for each industry is
derived as the difference between the employment re-
ported for the industry in the Census Bureau's County
Business Patterns (CBP)—which includes the employ-
ment of the small organizations—and the employment in
the ES-202 reports.’® The national estimate of the wages
and salaries for each industry is derived as the product of
the employment estimate and the annual average wages
and salaries of the Ul-covered employeesin theindustry.
Because of other, small differences between the CBP data
and the ES-202 data, this derivation cannot be made re-
liably at the State level. Instead, the national estimate for
the organizationsin each industry is allocated to Statesin
proportion to the ES-202 payroll datafor the industry.

The wages and salaries of students and of the spouses
of studentswho are employed by theinstitutionsof higher
education in which the students are enrolled are excluded
from the ES-202 payroll data for private, State gov-
ernment, and local government educational institutions.
However, employment data that include the student em-
ployees of private institutions are published annudly in
CBP, and unpublished employment data that include the
student employees of government institutions are avail-
able from the Census Bureau’'s Governments Division.
Both the nationa and the State estimates of the wages
of these employees of private institutions, of State gov-
ernment institutions, and of local government institutions
are derived from the differences between the ES-202
employment data for these institutions and the data that
include these empl oyees.

The pay-in-kind of members of religious orders who
teach at private colleges and universitiesisexcluded from
the ES-202 payroll data for private education. The na-
tiona and the State estimates are based on the number
of full-time teachers who are members of religious or-
ders, asreported inthe* General Summary” of the Official
Catholic Directory.'

10. The CBP data for small employers are based on data tabulated from
the administrative records of the old-age, survivors, and disability insurance
program. Coverage of the small nonprofit organizations is more complete
under this program than under the State Ul program.

11. “General Summary,” Official Catholic Directory (New York: PJ. Kenedy
and Sons). The Directory is published annually. The “General Summary” isa
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The pay-in-kind of workers in private hospitals who
do not receive cash wages are excluded from the ES-202
data for private hospitals; these workers are mainly in-
terns, student nurses, and members of religious orders.
The national estimates of thewages of internsand student
nurses are based on the difference between hospital em-
ployment as reported in CBP and in the ES-202 reports,
and the national estimates of the wages of members of re-
ligiousorders are based on datafrom the Official Catholic
Directory. The national estimate of hospita wages and
sdariesinclusive of the adjustmentsis alocated to States
in proportion to the ES-202 employment data for private
hospitals.

The salaries of certain employees of State and local
governments—primarily el ected official s, membersof the
judiciary, and internsemployed by government-operated
hospitals—areexcluded from the ES-202 payroll datafor
State and local government employees. The national and
State estimates are based on employment data from the
BL S Current Employment Statistics program.

The commissions received by certain employees,
mainly in the insurance and transportation services in-
dustries, are excluded from the ES-202 data, but data that
reflect these employees are available in the CBP series.
For each industry, the nationa estimate of the wagesis
derived from the difference between the CBP employ-
ment and the ES-202 employment. The nationa estimate
for each industry is allocated to States in proportion to
the ES-202 payroll data for the industry.

The alowancefor uniformsthat is received by Federal
civilian employees—primarily employees of the Postal
Service—is excluded from the ES-202 payroll data for
Federd civilian employees. The nationa estimate of the
allowances, which is based on direct data, is alocated to
States in proportion to the geographic distribution of the
ES-202 employment data for the Postal Service.

Wages and salariesin industries not fully covered by
the State Ul programs

The estimates of wages and saaries for eight industries
are primarily based on data other than ES-202 data. For
five industries—farms, farm labor contractors, private
households, private elementary and secondary schooals,
and religious membership organizations—thereis full Ul
coverage in only a few States, and three industries—
railroads, military, and “ other”—are not covered by State

tabulation of the number of members of religious orderswho are employedin
Catholic institutions in each diocese and in each State. The data are classified
by clerical title and by religious assignment. The data for the Archdiocese of
Washington, DC, which includes the nearby suburban counties in Maryland,
are apportioned between the District of Columbiaand Maryland on the basis
of the detailed information in the Directory.
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Ul programs.*?> Consequently, the wages and salaries of
all eight industries are treated as if they were not cov-
ered by State Ul programs. In addition, because these
estimates are primarily based on data that do not in-
clude wages paid in kind, an estimate of pay-in-kind is
prepared for al these industries except farm labor con-
tractors, railroads, and “other.” The national estimate of
the pay-in-kind for each industry is identical to the im-
puted value of the goods and services furnished without
charge by the employers to the employees, as estimated
for inclusion in personal consumption expenditures.’?

Farms. The estimates of wages and salaries for farms
consist of estimates of the cash wages and pay-in-kind of
hired farm labor and the estimates of the salariesreceived
by the owner-operators of farm sole proprietorships, part-
nerships, and family-held corporations.** The national
and State estimates of the cash wages and pay-in-kind are
based on the estimates of farm labor expenses that are
prepared by the U.S. Department of Agriculture (USDA)
aspart of itsestimatesof farmincome.*> Thenational and
State estimates of the salaries are based on unpublished
datafrom the USDA.

Farm labor contractors. This industry is classified in
agricultural services. Farm labor contractors and their
employees are only partially covered by Ul laws in most
States. However, in Arizona and Cdlifornia, al of the
employees are covered.

Thenational estimatesare based onthedatafor contract
farm labor expensesthat arereportedinthe 1987 and 1992
censuses of agriculture. Beginning with the estimates
for 1993, data from USDA surveys on the number of
migrant workers are used to prepare an adjustment for
illegal migrant workers.

For Arizonaand California, the ES-202 reported wages
are used as the estimates. The estimates for the other
States are based on the data for contract farm labor ex-
pensesthat are reported in the 1987 and 1992 censuses of
agriculture.

Private households. The nationa estimates of the cash
wages paid to the employees of private households are
based on data from the Current Population Survey. The

12. Farms, railroads, and private households are SIC two-digit industries.
Farm Iabor contractors, private elementary and secondary schools,and religious
membership organizationsare SIC three-digit industries. Military and “ other”
are BEA, not SIC, classifications.

13. Seelines6and 7 and 112-115in table 8.19, “ Imputationsin the National
Income and Product Accounts,” SURVEY 78 (August 1998): 115.

14. Family-held corporationsare those qualified under the Internal Revenue
Code subchapter S.

15. The USDA State estimates of farm labor expenses exclude the salaries
received by the owner-operators; these salaries are treated as part of the return
to capital.
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State estimates of the cash wages are based on a place-
of-work wage series that was summed from a special
tabulation of journey-to-work (JTW) datafrom the 1990
Census of Population. The wage series was extrapo-
lated to 1991-96 by the annual change in the popul ation.
The extrapolated series for each year was adjusted by
allocation to sum to the national estimate of cash wages.

The State estimates of pay-in-kind for 1991-96 are
based on a similar extrapolation of 1990 JTW place-of-
work data on employment.

Private elementary and secondary schools. This in-
dustry is partialy covered by State Ul programs, but it
is treated as if it were not covered, because religiously
affiliated schools, which are exempt from State Ul cov-
erage, account for most of the wages and salaries for this
industry.

The national and State estimates of cash wages are
based on annual payroll data reported in CBP.¢

The State estimates of the pay-in-kind for these schools
are based on the number of full-timeteachersin religious
orders.'’

Religious membership organizations. The national and
State estimates of cash wages for religious membership
organizations are based on payroll data reported for these
organizationsin CBP.

The estimate of pay-in-kind for religious membership
organizationsreflects the value of thefood, lodging, laun-
dering, and miscellaneous items received by the clergy
and members of religious orders who do not work in
hospitals or in schools.

Because of the lack of State-level data, the national es-
timate is allocated to the States after it has been divided
into the following three categories. (1) Thevalue of food
and laundering, which are assumed to be received pri-
marily by members of Catholic rectories and convents;
(2) the value of miscellaneous items and the rental value
of Catholic rectories and convents, which are assumed to
be received by members who receive no cash wages and
by resident pastors; and (3) therental value of parsonages
other than Catholic rectories.

The State estimates are combinations of estimates for
the three categories. The alocating series for the first
category is computed as the total number of members
of religious orders in the dioceses in each State less the
number of memberswhowork in hospitalsand who teach;
the allocating series for the second category is computed

16. The CBP data are tabulated from the administrative records of the old-
age, survivors, and disability insurance program. This program exempts
nonprofit religious organizations, such as these schools, from coverage, but its
provisions for elective coverage have resulted in the participation of most of
these schools.

17. Official Catholic Directory. See also footnote 11.
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as the sum of the number of members who receive no
cash wages and the number of resident pastors.’® The
allocating series for the third category is computed as an
estimate of the total number of clergy less the number
of Catholic clergy; the estimates of the total number of
clergy for 1991-96 were extrapolated from the number
of clergy reported in the 1990 Census of Population.

Railroads. The national and State estimates of the wages
and saaries paid by railroad companies, which are not
covered by the State Ul system, are based on wage and
salary data from the Railroad Retirement Board (RRB).
The RRB data that are used for the State estimates rep-
resent the wages and salaries subject to the payroll tax
that supports the railroad retirement system; these data
are tabulated according to the State of residence of the
employee. The dataare adjusted (1) to reflect the portion
of the wages and salaries not subject to the tax and (2)
to convert them to a place-of-work basis. The former
adjustment is based on the RRB-reported number of the
employees living in each State whose wages or sdaries
exceed the limit for retirement taxation. The latter is
based on JTW datafor railroad employees from the 1990
census.

Military. The estimates of wages and salaries for the
military services consist of the estimates of cash wages
(including allowances) of full-time personnel of the
armed services (including the Coast Guard), the estimates
of cash wages of the members of the Reserves including
the National Guard, and the estimates of pay-in-kind re-
ceived by the full-time and reserve enlisted personnel of
the armed services.™®

The national estimatesof the cash wages of the military
services are based on data from the budget of the United
States.

The State estimates of cash wages of the full-time per-
sonnel of the Army, the Navy, the Air Force, and the
Marine Corps are prepared in three steps. First, ap-
proximations of quarterly cash wages are calculated for
subgroupsof personnel—for officers and for enlisted per-
sonnel in the Navy and Marine Corps and for each pay
gradeof the Army and the Air Force. Theapproximations
are derived from quarterly averages of monthly data on
the number of military personnel at each installation and
from national annual data on average pay for each sub-
group from the Department of Defense.® The quarterly
averagenumber of the personnel aresummedto obtainthe

18. The State estimates of pay-in-kind for the first two categories are based
on datafrom the Official Catholic Directory. See also footnote 11.

19. The estimates of pay-in-kind reflect the value of the food and standard-
issue clothing received by enlisted personnel.

20. The Army and the Air Force provide average base pay; the Navy and
Marine Corps provide average base pay and allowances.
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quarterly average number of personnel for each subgroup
in each county, and then—in order to obtain an approxi-
mation of the quarterly cash wages for each subgroup in
each county—the quarterly average number of personnel
in each county is multiplied by the national annual av-
erage pay (for example, the number of Navy officersin
each county is multiplied by the national average pay of
Navy officers).

Second, in order to obtain the State approximations of
the quarterly cash wages for each service, the approxi-
mations of the quarterly cash wages for each subgroup
in each county are summed to obtain county approxima-
tions, and the county approximationsfor each serviceare
summed to obtain the State approximations. Third, the
quarterly State approximationsfor each service are aver-
aged to yield caendar year approximations that are then
adjusted by allocation to sum to the national estimates.

The nationa estimate of cash wages for the full-time
personnel of the Coast Guard is alocated to States in
proportion to an annual summation of the monthly Coast
Guard payroll from the Department of Transportation.

The nationa estimate of wages for the Reserves for
each calendar year is dlocated to States in proportion to
payroll data for the calendar year from the Washington
Headquarters Service of the Department of Defense.

Thenational estimate of the pay-in-kind of thefull-time
personnel in the Coast Guard is allocated to the States
in proportion to the number of enlisted personnel in the
Coast Guard that is reported by the Department of Trans-
portation, and the national estimate for each of the other
servicesis alocated by the number of enlisted personnel
in each service that is reported by the Department of De-
fense. The national estimatefor the Reserves is alocated
to States in the proportion to the estimates of cash pay.

Other. The estimates of wages and salaries for this cat-
egory consist of the wages and salaries of U.S. residents
who are employed by international organizations and by
foreign embassies and consulates in the United States.

The nationa estimates are prepared by BEA as part
of the balance of payments accounts. The national esti-
mates for al years are allocated to States in proportion
to estimates of the administrative expenditures of these
organizationsin 1968.

Other Labor |ncome

Other Iabor income consists of the contributions by em-
ployers to privately administered pension and welfare
funds for their employees, the fees paid to corporate di-
rectors, and miscellaneousfees. The paymentsto private
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benefit plans accounted for more than 98 percent of other
labor incomein 1997.2

Other labor income accounted for approximately 5.8
percent of persona income at the national level in 1997
(table C).

Contributionsto private pension and welfare funds

Contributions by employers to privately administered
benefit funds consist of their payments to pension and
profit-sharing plans, premiums for private group health
and life insurance plans, payments to supplementa un-
employment benefit plans, and payments to privately
administered workers' compensation plans. For private
pension plans, other components of personal incomein-
clude their investment income except capital gains (net
of losses). However, benefits paid by these plans are not
counted as part of personal income.

Pension and profit-sharing plans, group health and
lifeinsurance, and supplemental unemployment insur-
ance. The national estimates of the employer payments
to private pension and profit-sharing plans are based
mainly on data tabulated from Internal Revenue Service
form 5500 (Annua Return/Report of Pension Plans) and
are prepared by Standard Industrial Classification (SIC)
two-digit industry.??

The national al-industry estimates of the paymentsfor
group health insurance for years after 1991 are based
mainly on extrapolations of the 1991 estimates by therel-
ative changein data on employers' health insurance costs
from the Employer Costs of Employee Compensation
(ECEC) report of the Bureau of Labor Statistics (BLS);

21. Other labor income excludes employer contributions paid to social in-
surance, or government-administered, funds. However, the benefits paid from
social insurancefundsare counted as part of the transfer payments component
of personal income.

22. See the section “Changes in Methodology” in “Improved Estimates
of the National Income and Product Accounts for 1959-95: Results of the
ComprehensiveRevision,” SURVEY 76 (January/February 1996): 22-27.

Table C.—Personal Income and Other Labor Income by
Component for the United States, 1997

o Percent of
Millions of
dollars personal
income
Personal iNCOME .......ooooeiiiiiiiieeee e 6,770,650 100.00
Other 1abor iINCOME ....oooeiiiieeeeeeeeeeeeeeeeee e 392,712 5.80
Employer contributions to private pension funds
and private welfare funds ...........cccoccevvieiiennennee. 386,969 5.72
Private pension funds,group health insurance,
group life insurance,and supplemental
unemployment iNSUranNCe ..........ccccovvevvveeerneens 348,712 5.15
Privately administered workers’ compensation .... 38,257 .57
P o 11 =T SRR 5,743 .08

1. Consists of directors’ fees, compensation to prisoners, and judicial fees.
NoTe.—Detail may not add to totals because of rounding.
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the estimates are disaggregated to the SIC two-digit level,
based on data from the ECEC and on the distribution of
wage and salary accruals. The estimates for 1991 are
based mainly on the total private expenditures on health
insurance (including the cost of self-administered plans)
from the 1993 National Health Account of the Health
Care Financing Administration. Premiums paid by em-
ployees are subtracted using consumer expenditures for
health insurance (excluding medicare premiums) from
the BLS Consumer Expenditure Survey.

The national estimates of premiumspaid by employers
for group lifeinsurance are based mainly on dataprovided
by the American Council on Life Insurance (ACLI), and
the nationa estimates of payments for supplemental un-
employment benefits are based mainly on datafrom labor
union and industry sources and from BLS. The estimates
by SIC division are aso based on the ACLI, BLS, and
union and industry sources. These estimatesare allocated
to the SIC two-digit industries based on the distribution
of wage and salary accruals.

The State estimates of the payments to these private
benefit plans are prepared for each private industry at the
SIC two-digit level of industrial detail. Because State
data are not available from the sources used to prepare
the national estimates, the payments amount for each
industry is allocated to the States in proportion to the
State estimates of wages and salary disbursementsfor the
industry.?

The Federal Government contributes to the Thrift Sav-
ings Plan on behalf of its civilian employees (mainly
those who participate in the Federal Employees Retire-
ment System).?* The national estimate of these payments
is adlocated to States in proportion to the estimates of
wages and sdaries for al Federal civilian employees.?®

The State government contributions to private pension
plans consist only of contributionsto annuity plans made
by State governments on behalf of selected groups of
employees—primarily teachers. The State estimates are
based on data from the Teachers Insurance and Annuity
Association/College Retirement Equities Fund.

The national estimates of Federal, State, and local gov-
ernment payments to employee group health and life

23. Because wage and salary disbursementsby industry are used to allocate
the national estimatesto States, the State estimates reflect the various mixes of
industriesamong the States and thewide variation in contribution rates relative
to wages among industries, but not the variation in contribution rates among
States for agiven industry.

24. This plan is classified as a private pension plan and included in other
labor income because the saving is controlled by the employee rather than by
the government.

25. Data onthe contributionsby State are not available. Employeescovered
by the plan and eligible for the employer contributions account for more than
one-half of total civilian employees.
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insurance plans are alocated to States in proportion to
ES-202 employment datafor each level of government.

Workers' compensation plans. The contributions by
employersto privately administered workers' compensa-
tion plans consist of net premiums paid by employers to
private insurance companies for workers' compensation
insurance, benefit payments by self-insured employers,
and court-awarded payments by the railroad industry
and the water transportation industry for work-related
injuries.?

The national estimate for the employers’ premium pay-
ments to private insurance companies is based on data
compiled annually by A.M. Best Company, Inc., and the
estimate of employers’ costs for self-insurance is based
on State-level data compiled by the Socid Security Ad-
ministration.?” The allocation of the national estimatesto
the SIC two-digitindustriesisbased on BEA estimates of
employment by industry and on BL Sdataon occupational
injury incidence rates.

The national estimates of the payments made un-
der court awards are based on data provided by
the Federal Railroad Administration and the Maritime
Administration of the Department of Transportation.

The State estimates are prepared in three parts. For
railroad transportation, for water transportation, and for
all other industries.

State datafor the court-awarded payments by railroads
areunavailable; thenational estimate of these paymentsis
alocated to Statesin proportionto the number of workers
killed or injured in railroad accidents. The number is
reported in the Annual Accident/Incident Bulletin by the
Federa Railroad Administration.

The nationa estimate of the court-awarded payments
by the water transportation industry is allocated to States
in proportion to the estimates of wages and salaries for
thisindustry, because State data on work-related injuries
for thisindustry are unavailable.

The State estimates of the benefitspaid by employersin
the other industries are prepared with adual allocation.?®
In thisfour-step procedure, first, the national estimate for
all industries combined is alocated to States in propor-
tion to the sum of two data series: (1) Earned premiums,
from the National Council on Compensation Insurance,
and (2) the benefits paid by self-insured employers, from

26. Programs for workers' compensation insurance are authorized by law
in al States, and laws in the District of Columbia and in all but six States
authorize programsfor private workers' compensationinsurance. Federal laws
authorize the court-awarded payments by the railroad industry and the water
transportation industry. Lawsin many States authorize self-insurance.

27. The Socia Security Administration’s series of employer costs for self-
insurance was discontinued after 1995; the estimates for later years are based
on extrapolations of the 1995 data.

28. See“Dual allocation” in the “ Technical Notes.”
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the Socia Security Administration. Second, the national
estimate for each industry isallocated to Statesin propor-
tionto the estimatesof wagesand salariesfor theindustry.
Third, the State estimatesfrom thefirst step are alocated
to the SIC two-digit industriesin proportion to the output
of the second step.® Finaly, the nationa estimate for
each industry is alocated to States in proportion to the
output of thethird step.

Directors fees and misceallaneous fees

Directors’ fees accounted for about 0.8 percent of other
labor income in 1997. The nationa estimates for the
finance, insurance, and rea estate industries, which ac-
count for about three-fourths of these fees, are based
mainly on data from the Federal Reserve Board; the
estimates for other industries are based on the total com-
pensation of corporate officersin theseindustries and on
data from corporate reports filed in 1929 and 1932 with
the Federal Trade Commission. Because State data are
unavailable, the national estimate of these fees for each
SIC two-digit industry isallocated to Statesin proportion
to the estimates of wages and salaries.

The miscellaneous fees consist of fees paid to jurors
and witnesses, compensation of prisoners, and marriage
fees paid to justices of the peace. The national estimates
of the judicial fees are based on data from the Budget
of the United States Government and from the Census
Bureau’'s State Gover nment Finances, and the national es-
timates of the compensation of prisonersisbased on data
provided by the Department of Justice. In the absence of
source data, the marriage fees are arbitrarily assumed to
be $10 million. The national estimate of each of these
subcomponentsis allocated to States in proportion to the
civilian population.

Proprietors Income

Proprietors’ income with inventory vauation and cap-
ital consumption adjustments is the current-production
income of sole proprietorships and partnerships and of
tax-exempt cooperatives.*® Proprietors’ income includes
theimputed net rental income of owner-occupantsof farm
dwellings, but it excludes the imputed net rental income
of owner-occupied nonfarm housing as well as the div-
idends and the monetary interest that are received by

29. For West Virginia, the State estimate is allocated to industries in
proportion to data from the Annual Report of the West Virginia Workers
Compensation Fund.

30. A sole proprietorship is an unincorporated business owned by a person.
A partnership is an unincorporated business association of two or more part-
ners. A tax-exempt cooperative is a nonprofit business organization that is
collectively owned by its customer-members.
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nonfinancia business and the nonfarm rental income re-
ceived by persons not primarily engaged in thereal estate
business.!

Proprietors’ incomeaccounted for approximately 8 per-
cent of tota persona income at the nationa level in
1997 (table D). The estimates of proprietors income are
generally presented in two parts—nonfarm proprietors
income, which accounted for 94.6 percent of proprietors
income, and farm proprietors’ income, which accounted
for the remaining 5.4 percent.

Nonfarm Proprietors Income

Nonfarm proprietors' income consists of the income that
is received by nonfarm sole proprietorships and part-
nerships and the income that is received by tax-exempt
cooperatives.

Income of nonfarm sole proprietor ships and
partner ships

The national estimates of the income of nonfarm sole
proprietorships and partnerships are based on tabula-
tions of “net-profit-less-loss’ as reported to the Internal
Revenue Service (IRS) from Schedule C of form 1040
for sole proprietorships and from form 1065 for part-
nerships. Because these data do not always reflect the
income earned from current production and because they
are incomplete, the estimates also include four major
adjustments—the inventory valuation adjustment (IVA),
the capital consumption adjustment (CCAdj), the “mis-
reporting” adjustment, and the adjustment for the net

31. Thedividends are included in personal dividend income, the monetary

interest, in personal interest income, and the nonfarm rental income, in rental
income of persons.

Table D.—Personal Income and Proprietors’ Income by
Component for the United States, 1997

- Percent of
Millions of

dollars personal

income
Personal income .........cccccvvvvveeen. 6,770,650 100.00
Proprietors’ income? 545,082 8.05
Farm ..o 29,321 A3
NONFAIM oo 515,761 7.62
Agricultural services, forestry, and fishing ........... 6,038 .09
MINING o 9,010 13
Construction 63,146 .93
Manufacturing ............... 36,338 .54
Transportation and public utilities ..........c.cccecene 47,755 71
Wholesale and retail trade ............ccccveeevivveeeennen.. 62,171 .92
Finance, insurance, and real estate ................... 51,707 .76
SEIVICES ..ot 239,596 3.54
Business services 112,018 1.65
Professional and social services ...................... 127,578 1.88

1. Shown with inventory valuation and capital consumption adjustments.
NoTe.—Detail may not add to totals because of rounding.
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margins on owner-built housing.*> The IVA removes the
effects of the gains and losses that result from changes
in the prices of products withdrawn from inventories.
The CCAdj represents the difference between capital
consumption allowances—depreci ation on the historical -
cost basis used in the source data—and the consumption
of fixed capital—depreciation valued on a replacement-
cost basis and including the effects of the accidenta
destruction of depreciable plant and equipment.** Spe-
cific adjustments are made for the accidenta destruction
caused by major natural disasters.

The “misreporting” adjustment adds an estimate of the
net incomeof sole proprietors and partnershipsthat is not
reported on tax returns. This adjustment accounted for
amost haf of nonfarm proprietors’ incomein 1997.34

The adjustment for the net margins on owner-built
housing isan addition to the estimate for the construction
industry. It represents the imputed value of the net in-
come by individual s from the construction or renovation
of their own dwellings.

Like the national estimates, the State estimates are
based on datatabul ated from schedul e C of form 1940 and
from form 1065. The geographic coding of the datais by
tax-filing address. Thisaddressisassumed to bethesame
as the address of the place of residence. For additional
information, see the section “ Geographic characteristics
of the source data’ in the introduction to “ Sources and
Methods.”

As previously mentioned, the national estimates reflect
decreases in income that result from damage to fixed
capital that is caused by natural disasters, such as hurri-
canes and floods; damage to inventoriesis aso reflected
in the adjustments. The nationa and State adjustments
are prepared primarily on the basis of information from
the Federal Emergency Management Agency.

The source data necessary to prepare the other
adjustments—including the IVA, the CCAdj, and the
misreporting adjustment—are available only at the na-
tiona level. Therefore, the national estimates of nonfarm
proprietors’ income that include the adjustments are al-
located to States in proportion to tax return data that do

32. For other adjustmentsto the tax data, see NIPA table 8.21, “Relation of
Nonfarm Proprietors’ Income in the National Income and Product Accounts
(NIPA's) to Corresponding Measures as Published by the Internal Revenue
Service,” SURVEY 78 (August 1998): 116.

33. The capital consumption adjustment also includes the differences be-
tween the service lives and the depreciation patterns used for tax accounting
and the empirically based depreciation schedules that are used for national
economic accounting. See Arnold J. Katz and Shelby W. Herman, “Improved
Estimates of Fixed Reproducible Tangible Wealth, 1929-95,” SUrveY 77 (May
1997): 69-92.

See aso “Capital consumption adjustment” and “Inventory valuation
adjustment” in the “ Glossary.”

34. See footnote 8.
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not reflect the adjustments.®* The national estimates of
the income of nonfarm sole proprietorships and partner-
ships excluding the misreporting adjustment for 1991-94
for most of the SIC two-digit industrieswere alocated to
Statesin proportionto the IRS datafor net-profit-less-loss
for each industry. For coal mining, the national estimate
excluding the misreporting adjustment was allocated to
States in proportion to the number of schedule C's that
were filed plus the number of partners in partnerships
other than limited partnerships.®® For theother industries,
the national estimates excluding the misreporting adjust-
ment were allocated to States in proportion to “net gross
receipts’ (gross receipts less returns and allowances) for
each industry.®’

The national estimates of the misreporting adjustment
for 1991-94 for all industries except coal mining were
alocated to States in proportion to net gross receipts for
each industry . The datafor net-profit-less-loss are inap-
propriate for the alocation of the State estimates of this
adjustment because net-profit-less-loss is reduced by the
tax misreporting that this adjustment largely reflects. For
coal mining, the national estimate of the misreporting ad-
justment was alocated to Statesin proportion to the same
seriesthat was used to allocate the estimate excluding the
misreporting adjustment.

The State estimates for 1995 are based on extrapola
tions of the 1994 estimates by the relative change in the
number of small establishmentsin each industry from the
Census Bureau’s annua County Business Patterns.

The State estimates for 1996-97 were extrapolated
from the 1995 State estimates in three steps. First, the
1995 State estimates were summed to al-industry totals.
Second, these total swere extrapol ated to 199697 by the
relative change in the preliminary annual State estimates
of nonfarm personal income; the extrapolated estimates
for each year were then adjusted by allocation to sum to
the national all-industry totals for the year. Third, the
1995 State estimates by industry were used as elements
in adud alocation procedure in which the national esti-
mates by industry for 1996-97 were the primary controls,
or column totas, and the al-industry State estimates for
1996-97 were the secondary controls, or row totals.®

35. For 1995, the estimatesal so includean adjustment to account for the con-
tinuing effects of the sharp reduction in property taxesin Michigan, beginning
with 1994.

36. For coa mining, alarge proportion of net-profit-less-lossis reported by
limited partnerships from States that appear to be neither the States where the
mining operations take place nor the States where most of the partnerslive.

37. Thenet-profit-less-lossfor theseindustriesisnot used, becausethe statis-
tics for these industries are highly volatile, which indicates that they may be
unreliable. In addition, these statistics frequently fluctuate into the negative
range, so that they are difficult to usein an alocation procedure.

38. See“Dual dlocation” in the “ Technical Notes”
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I ncome of nonfarm tax-exempt cooper atives

The income of tax-exempt cooperatives consists of the
net income, including the IVA and the CCAdj, that is
received by agricultural cooperatives, rural electric coop-
eratives, and rural telephone cooperatives. Agricultural
cooperatives are mainly farm-marketing cooperatives and
farm-supply cooperatives; they are classified in the SIC
in wholesale trade. The national and State estimates of
the net income of these cooperatives are based on data
provided by the Agricultural Cooperative Service of the
Department of Agriculture.

The national and State estimates of the net income of
rura electric cooperatives and of rural telephone coop-
eratives are based on annua data for the net margin, or
profit, of these cooperatives that have outstanding loans
from the Rura Utilities Service (RUS) (formerly the Ru-
ral Electrification Administration) of the Department of
Agriculture® For the State estimates, the net margin of
each cooperativeisallocated to the Statesin proportionto
the distribution of the cooperative's customer-members
that is reported by the RUS. The allocated amounts for
each type of cooperative are summed to State total's, and
thesetotal sare then used to all ocate the national estimates
to States.

Farm Proprietors Income

Farm proprietors' income is the income received by the
sole proprietorships and the partnerships that operate
farms. The nationa and State estimates of this income
are based on the national and State estimates of the net
income of all farms prepared by the Economic Research
Service (ERS) of the U.S. Department of Agriculture
(USDA). The BEA estimates of the income of al farms
differ slightly from those used by USDA, and theincome
received by corporate farms is estimated and subtracted
in order to derive the estimates of farm proprietors' in-
come? In this section, the derivation of the USDA
estimates of the components of the net income—that is,
gross output less production expenses—of al farms is
described first. Then, the adjustments made to the USDA
estimates in order to obtain farm proprietors’ income are
described.

The USDA estimates of the net income of all farms
are calculated as the estimates of gross output less the
estimates of production expenses. For most of the com-
ponents of gross output and for many of components of

39. These data are published by the RUS in its Annual Statistical Report.

40. For information about the source data and the methods that are used to
derive the USDA estimates, see Economic Research Service, Major Satis-
tical Series of the U.S. Department of Agriculture, Vblume 3: Farm Income
(Washington, DC: National Technical Information Service, November 1988).
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production expenses, the estimates are prepared at the
State level and summed to yield the nationa estimates.

USDA estimates of gross output

Grossoutput consistsof the cash recel ptsfrom the sal es of
agricultural products, the cash receipts from other farm-
related activities, the Federal Government payments to
farm operators, the imputed gross rental value of farm
housing, the imputed value of the home consumption
of farm products, and the value of the change in farm
inventories.

Cash receipts from sales of agricultural products. The
cash receipts from sales accounted for almost 89 percent
of gross farm output at the nationa level in 1997. Cash
receipts consist of the gross revenue that is received by
farmers from the sales of crops, livestock, and livestock
products and of the net value of loans that are made by
the Commodity Credit Corporation (CCC) and that are
secured by crops.** The USDA national and State esti-
mates of the cash receipts from the sales of agricultural
products are based on data for the quantities of the prod-
ucts sold or produced and on data for the market prices
of these products. Estimates are prepared for each type
of crop, such as wheat, corn, and tobacco; for each type
of livestock, such as cattle, swine, and chickens; and for
each type of livestock product, such asmilk and eggs. For
example, the annual estimates of the cash receipts from
the crop salesare cal culated asthe product of the quantity
of each type of crop that is sold and the market price for
each type of crop.

The nationa and State estimates of the net value of
CCC loans are based on annual estimates of the net value
of the loans for each type of crop. The net value of the
loans is the amount of the loans that are made less the
amount of the loans that are redeemed in a given year.

Cash receipts from other activities. This is the gross
income from farm-related activities other than crop and
livestock production, including the use of farmsfor recre-
ationa activities—such as hunting or fishing—the sae
of forest products, and custom work performed for other
farm operators—such as clearing land and harvesting
crops.

Federal Government paymentsto farm operators. These
payments include deficiency payments under price sup-
port programs for specific commodities, disaster pay-

41. Intrastate interfarm sales of livestock are not included in the USDA
estimates of cash receipts for livestock sales or in the USDA estimates of the
expensesof livestock purchases, because source datafor these transactionsare
notavailable. However, thereceiptsfor these salesoffset the expensesfor these
purchasesin the State estimates of farm income.
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ments, conservation payments, and payments under the
Federa Agricultura Improvement and Reform Act.

Imputed gross rental value of farm housing. Thisim-
putation is an estimate of the gross rent that would be
received by the owner—usudly the farm operator—of
farm dwellings occupied by the farm operator and by
hired farm workersif the dwellingswere rented at market
value.*?

The estimate is calculated as the product of the gross
rental value of the farm housing occupied by farm opera-
tors and theratio of the market-sale value of al occupied
farm housing to the market-sale value of farm housing
occupied by the farm operators.

I mputed value of home consumption. This imputation
is an estimate of the market value of the food and the fuel
that are produced and consumed on farms. The estimate
isbased onthequantity and thevaueat producers’ market
prices of the food and fuel.

Value of the change in farm inventories. Thisvalueis
an estimate of the value, at market prices, of the change
in the quantity of the inventories of harvested crops or
livestock that are owned by farmers.*®

For crops, for example, the estimate of the value of the
changein theinventoriesof each typeof cropiscalculated
as the difference between the value of the crops that are
produced and the value of the crops that are sold or used
as feed. Thiscalculation accounts for all the inventories,
regardless of the location of their storage, that are owned
by farmers. The estimates of the value of the change
plusthe estimates of cash recel pts from the sales of crops
during the year yields a measure of the gross output of
crops during the year.

USDA estimates of production expenses

The national and State estimates of farm production ex-
pensesconsi st of theestimatesfor thefollowing expenses:
Purchases of feed, livestock and poultry, seed, fertilizer,
agricultural chemicals and lime, and petroleum prod-
ucts; labor expenses; machinery rental and custom work;
animal health costs; and al other expenses.*

42. The expenses—including interest, taxes, and depreciation—that are as-
sociated with the operation of these dwellings are included in farm production
expenses. Including both therental value and the expensesin the farm income
accounts adds the net rental value of farm housing to farm income.

43. The USDA's definition of the value of the change excludesthe changes
in the inventories of crops that are held as collateral for CCC loans and in
theinventories of growing crops, seed, fuel, fertilizer, and other raw materials
owned by farmers.

44, Labor expenses consist of the payments to farm labor contractors and
the cash wages, pay-in-kind, and supplementsto the wages of hired labor.

All other expenses consist mainly of the estimates of overhead, such as
depreciation, mortgageinterest, taxes, and the costs of electricity and telephone
service.
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The estimates of production expenses for purchased
goodsexcept livestock, for abor, for machinery rental and
custom work, and for anima health costs are primarily
based on datafor 10 “production regions’ from the Agri-
cultural Resource Management Study.*® The regiona
estimates are alocated to States in proportion to data
from the 1992 Census of Agriculture or to interpolations
between data from the 1987 and 1992 censuses.

BEA adjustments to the USDA State estimates

To derive the national and State estimates of farm propri-
etors income, BEA adjuststhe USDA estimates of thenet
income of all farms, mainly because the definitions and
classifications used for the estimation of farm income by
USDA differ from those used by BEA. First, the USDA
estimates are adjusted to conform to BEA definitions and
classifications.*® Second, the BEA estimates of the net
income are adjusted to exclude the income of corporate
farms. The USDA estimates are adjusted to account for
five differences in definitions and classifications and for
methodological differences.

Depreciation. Both the USDA and the BEA estimates of
depreciation expenses are on a current replacement-cost
basis. However, the BEA estimates reflect a geometric
depreciation schedule, whereas USDA estimatesreflect a
declining-balanceschedule. Theamount of thedifference
between the BEA and the USDA national estimatesof de-
preciationisallocated to Statesin proportionto the USDA
estimates. These amounts are added to the USDA State
estimates of depreciation to yield the BEA estimates.

Patronage dividends. The USDA estimates of the net
income of al farms include estimates of the patronage
dividends received by farm operators from agricultura
cooperatives, which aremainly farm-marketing and farm-
supply cooperatives. BEA classifies these cooperatives
as nonfarm proprietorships and removes these dividends
from the USDA national and State estimates.*” The
national estimateisallocated to Statesin proportionto un-
published estimatesfrom the ERS; these estimates reflect
the State distribution of “income from other farm-rel ated
sources’ from the censuses of agriculture.

45. Each production region consists of States that share similarities in their
agriculture.

46. For the differences between the USDA and the BEA estimates of net
farmincome at the national level, see NIPA table 8.22, “Relation of Net Farm
Income in the National Income and Product Accounts (NIPA's) to Net Farm
Incomeas Published by the U.S. Department of Agriculture (USDA),” SURVEY
78 (August 1998): 116.

47. The income of agricultural cooperativesthat BEA measures as part of
nonfarm proprietors' income is the profits of the cooperatives. The income
from the agricultural cooperativesthat BEA excludesfrom the USDA measure
of farm income is the patronage dividends that are paid to farm operators out
of the current and accumulated profits of the cooperatives.
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Wages and salaries. The USDA classifies the wages
and salaries received by the owner-operators of sole pro-
prietorship farms, partnership farms, and family-held
corporate farms as part of the return to capital and there-
fore does not deduct these salariesin the derivation of its
estimates of the net income of all farms. BEA classifies
these sdlaries as part of wages and salaries; therefore, the
national and State estimates of the salaries are subtracted
from the USDA estimates. The BEA national and State
estimates of these salaries are based on data provided by
USDA.

Net CCCloans. TheUSDA estimates of the cash receipts
from crop salesincludethe net value of CCC loans (loans
less redemptions); theloansare treated as crop saes, and
any subsequent defaults on the loans do not affect the
USDA estimates of the net income of all farms. BEA
classifies the CCC loans as financial transactions: Crops
held under CCC loan remain in measured farm invento-
ries unless the loan is defaulted. The default of aloan
is considered to be a sae of the crops and areductionin
farm inventories. To reflect this difference, BEA adjusts
the USDA national and State estimates of the cash re-
ceipts from the sale of each type of crop and the value of
inventory change for the crop.* The national estimates
of the adjustmentsfor each crop are alocated to Statesin
proportion to data on net CCC loan activity for the crop
from the Farm Service Agency.

Fines. The USDA estimate of the netincome of all farms
excludes an estimate of the payment of fines by farm
operators to the Federa Government. BEA classifies
these fines as a production expense and subtracts these
fines from the USDA national and State estimate of net
income. The nationa estimate of these finesis allocated
to States in proportion to the USDA estimates of cash
receipts from the sale of crops and livestock.

Methodological adjustments. The USDA national esti-
mate of the imputed gross rental value of farm housing
is statistically adjusted to improve the extrapolation of
the data from the censuses of agriculture and the related
1988 Agricultural Economics and Land Ownership Sur-
vey that were used by USDA to benchmark the estimate.
The adjusted national estimate is allocated to States in
proportion to the USDA estimates of the imputed gross
rent.

48. The adjustmentsto the USDA estimates of the value of inventory change
largely offset the adjustmentsto the estimates of cash receipts. Theadjustments
aso reflect the differences in valuation that result from the differences in the
timing of the salesand of the changesin inventories. For moreinformation, see
Robert P. Parker, “A Preview of the Comprehensive Revision of the National
Income and Product Accounts: Definitional and Classificational Changes,”
SURVEY 71 (September 1991): 30.
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Corporate farm adjustment. This BEA adjustment is
made to net farm income because the estimates of the
total net income of al farms—reflecting the coverage
of the underlying source data—include the income of
corporate farms. The adjustment excludes the income of
these farms from the national and State estimates of the
net income of corporate farms.*

The national control totals of the income for 1991-97
were prepared in five steps. First, the proportions of
each of four components of gross output and the propor-
tion of total production expenses that were accounted for
by corporate farms for 1987 and for 1992 were calcu-
lated from data from the censuses of agriculture, and the
proportions were interpolated to derive proportions for
the intervening years.®® Second, corporate proportions
for the corresponding gross output components and for
production expenses were calculated for 1992-96 from
data from the Agricultural Resource Management Study.
Third, the 1992 census-based proportions were extrapo-
lated to 1997 by the relative change in the corresponding
survey-based proportions.

Fourth, the extrapol ated proportionsfor each year were
multiplied by the BEA nationa estimate of each compo-
nent of the gross output for all farms and by the BEA
national estimate of the production expensesfor all farms
in order to obtain the nationa estimates of the compo-
nents and of production expenses for the corporations.
Fifth, the estimate of corporate production expenses for
the year was subtracted from the sum of the estimates of
the components of corporate gross output in order to ob-
tain the national control totalsfor theincome of corporate
farms.

The national control totalsfor the net income of corpo-
rate farms for 1991-97 were disaggregated to the State
level in three steps. First, the corporate proportions of
total cash receiptsfrom the sae of cropsand livestock for
1987 and for 1992 for each State were calculated from
datafrom the censuses of agriculture, and the proportions
were interpolated to derive proportions for the interven-
ing years. Second, the 1991 proportions were multiplied
by the BEA State estimates of the net income of al farms
for 1991, and the 1992 proportions were multiplied by
the BEA State estimates for each year in 1992-97 in
order to obtain State approximations of the net income
of corporate farms for 1991-97. Third, the national con-

49. The adjustment for the national estimates described here is that used to
derive the national control totals for the State estimates. It differs from the
corporate adjustment used in the derivation of farm proprietors’ incomefor the
national income and product accounts, which is based on data reported by farm
corporationson income tax returns.

50. The four components are cash receipts from the sale of agricultural
products, cash receipts from other farm-related activities, Federal government
payments, and the value of the changein inventories.
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trol total for the net income of corporate farms for each
year was alocated to States in proportion to the State
approximations.

Per sonal Dividend I ncome,
Personal Interest |ncome,
and Rental Income of Persons

The State estimates of personal dividend income, person-
a interest income, and rental income of persons are
presented together. These three components of per-
sonal income accounted for more than 17 percent of total
personal incomeat thenational level in 1997 (seetable E).

The estimates of these three components consist of the
estimatesof theincomethat isreceived by individualsand
the estimates of the income that is received on behalf of
individuals by quasi-individuals, which include nonprofit
institutions and private trust funds that are administered
by fiduciaries.®*

The national estimates of dividends, interest, and mon-
etary rent are based on data that are not available for
States. The State allocations of the national estimates are
based mainly on individua income tax data. Some of
the data used to prepare the national estimates of theim-
puted rent of the owner-occupants of nonfarm dwellings
are a so used to prepare the State estimates.

Per sonal Dividend | ncome

Persona dividend income is payments in cash or other
assets, excluding the corporations' own stock, that are

51. See “Persons’ and “Fiduciaries’ in the “ Glossary.”
Table E.—Personal Income and Personal Dividend In-

come, Personal Interest Income, and Rental Income of
Persons by Component for the United States, 1997

e Percent of
Millions of

dollars personal

income
Personal iNCOME .......cccciiiiiciiiiie e 6,770,650 100.00

Personal dividend income, personal interest

income, and rental income of persons ............... 1,165,828 17.22
Personal dividend inCOMe ...........ccoeeevvvvveeeeeeeeeeennn, 260,300 3.84
Personal interest iNCOMEe ..........ccoeeevevvvveeeeeeeeeeeeenns 747,306 11.04
MONELAIY .ovieeiiiiieee e 311,790 4.61
IMPULEA ..o 435,516 6.43
Rental income of Persons?® .........ccocoveveereneieneniens 158,222 2.34
MONELAIY ..t 78,056 1.15
Imputed 80,166 1.18

1. Shown with the capital consumption adjustment.
NoTe.—Detail may not add to totals because of rounding.
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made by corporations in the United States or abroad to
noncorporate stockholderswho are U.S. residents

Personal dividend income accounted for almost 4 per-
cent of total personal income at the nationa level in 1997
(table E).

The State estimates of persona dividend income are
prepared in three parts: Dividends that are received by
individuas, dividends that are received by nonprofit in-
stitutions, and dividends that are received, retained, and
reinvested by fiduciaries.

Dividend income received by individuals. The State es-
timatesare based on tabulations by State of the dividends
that are reported by individualson Internal Revenue Serv-
ice(IRS) form 1040. Thesedataaretabulationsof Federal

individual income tax data from the Individual Master
File (IMF) of the IRS.>

Dividend income received by nonprofit institutions. Be-
cause State data are unavailable, the national estimateis
alocated to the States in proportion to the annual State
estimates of the civilian population that are prepared by
the Census Bureau.

Dividend income retained by fiduciaries. The available
data for these dividends do not reflect the location of the
individuals on whose behalf the dividends are received.
However, tabulations by State of the entry “income from
estates and trusts’ in “Schedule E: Supplementa In-
come” of form 1040 are published annually by the IRSin
Statistics of Income.>® Based on the assumption that the
geographic distribution of the dividends that are retained
by fiduciaries is similar to the distribution of the income
that the fiduciaries distribute to individuals, the nationa
estimateisallocated to Statesin proportion to theincome
received by individuasfrom fiduciaries.

Per sonal I nterest Income

Personal interest income is the interest income (mone-
tary and imputed) from al sources that is received by
individuals, by nonprofit institutions, and by estates and
trusts.

Personal interest income accounted for about 11 per-
cent of tota persona income at the nationa level in
1997 (table E). Monetary interest accounted for almost

52. Theannual IMF tabulations become available about 18 months after the
end of the year; therefore, the State estimates that are based on the IMF data
for ayear are first derived from the extrapolation of the data for the previous
year. Therelative changein the State estimates of nonfarm personal income, a
broad indicator of economic change, is used for the extrapolation.

53. The data for the most recent year for which data are available are used
to prepare the estimates for the subsequent year or years.
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5 percent of total personal income, and imputed interest
accounted for more than 6 percent.

Monetary interest income

The State estimates of monetary interest income are
prepared in the following parts: Interest received by in-
dividuasfrom municipal bondsissued by State and local
governments, the net interest accrued on unredeemed
series E, EE, H, and HH bonds that are issued by the
Federa Government and that are owned by individuals,
the other interest received by individuals, the interest re-
ceived by nonprofit institutions, and the interest retained
by fiduciaries.

Interest income received from municipal bonds. Be
cause State data are unavailable, the nationa estimate
of the tax-exempt interest from municipal bondsis alo-
cated to States in proportion to a series derived from the
number of high-income households from the 1990 Cen-
sus of Population. The alocators for the State estimates
for 1991-97 were extrapolated from the 1990 data by the
relative change in the civilian population.

Net accrued interest income from Federal Government
savings bonds. The State estimates of the net accrued
interest on unredeemed series E, EE, H, and HH bonds
are prepared in two steps.> First, the nationa estimate
of the total interest accrued on savings bonds during a
year is alocated to the States in proportion to the value
of the unredeemed bonds at the end of the year, and the
national estimate of the accrued interest realized from
bonds redeemed during the year isalocated to the States
in proportion to the value of the unredeemed bonds at the
end of the preceding year.>> Second, the State estimate of
the realized interest is subtracted from the State estimate
of the total accrued interest to yield the State estimate of
the net accrued interest.

Other interest income received by individuals. Thisin-
terest consists largely of interest that is reportable for
Federal individual incometax, but it also includesthein-
terest accrued on individual retirement accounts and other
tax-deferred savings accounts in the year in which the
interest is earned. (The IMF interest data do not include
this interest, because it is reported on the tax returns as
part of taxable withdrawals, not as interest, in the year in
which the funds are withdrawn.)

54. The net accrued interest is the excessof theinterest accrued on the bonds
during the year over the accrued interest that was realized from the bonds
redeemed during the year.

The interest accrued on unredeemed bondsis treated asiif it were received
by individuals asit accruesbecauseit is available to the individuals.

55. The State dataseriesfor the value of the unredeemed bondsare tabulated
by the Bond Division of the Department of the Treasury.
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The State estimates are based on the IMF data for in-
terest that are supplemented by aseries prepared fromthe
IMF data for dividends.>® The supplementation is nec-
essary because the reportable interest that is received by
individuals from regulated investment companies, such
as money market mutual funds, is reported as dividend
income on IRS form 1040.

The State estimates are prepared in four steps. First,
the nationa ratio of the estimate of the reportable in-
terest received by individuals from regulated investment
companies to the sum of this interest and the estimate
of the dividends received by individuals is calculated.®’
Second, thisratio is multiplied by the IMF dividends for
each State to yield a first approximation of the interest
from regulated investment companies that is reported as
dividends. Third, the first approximations are added to
the IMF State tabulations of interest to yield preliminary
State estimates of interest. Fourth, the national estimate
of the interest is alocated to the States in proportion to
the preliminary estimates.

I nterest income received by nonprofit institutions. Be-
cause State data are unavailable, the national estimateis
alocated to the States in proportion to the annual State
estimates of the civilian population.

Interest income retained by fiduciaries. The State es-
timates are based on tabulations of State data from the
entry “income from estates and trusts” in “Schedule E:
Supplementa Income” of form 1040. These tabulations
are published annually in Satistics of Income. See “Div-
idend income retained by fiduciaries” for the explanation
for this procedure.

Imputed interest income

Imputed interest received by persons consists of the in-
vestmentincomethat isreceived by lifeinsurance carriers
and private noninsured pension plans, which is attributed
to persons in the year in which it is earned, and the im-
puted interest that is received by persons from banks,
credit agencies, and regulated investment companies,
which representsthe value of financia servicesfor which
persons are not explicitly charged.>®

The national estimate of imputed interest from lifein-
surance carriers and from banks, credit agencies, and
investment companies are alocated to States in propor-
tion to the State estimates of “other” monetary interest

56. See footnote 52.

57. The national estimate of the reportable interest that is received by in-
dividuals from these companies is prepared as part of the reconciliation of
personal income and adjusted gross income. See Thae S. Park, “ Comparison
of BEA Estimates of Personal Income and IRS Estimates of Adjusted Gross
Income,” SURvEY 78 (November 1998): 13-19.

58. For additional information, see“Imputation” in the “ Technical Notes.”
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received by individuals. Thenational estimate of imputed
interest from private noninsured pension plansisall ocated
to States in proportion to State-of-residence estimates of
employer contributionsto these plans.

Rental I ncome of Per sons

The rental income of persons with capital consump-
tion adjustment is the net current-production income of
persons from the rental of rea property except for the
income of persons primarily engaged in the red estate
business; the imputed net rental income received by
owner-occupants of nonfarm dwellings; and the royalties
received by persons from patents, copyrights, and rights
to natura resources.®® The estimates include BEA ad-
justments for uninsured losses to rea estate caused by
disasters, such as hurricanes and floods.

The national estimate of the rental income of persons
accounted for about 2.3 percent of tota persona income
in 1997 (table E). Monetary rental income accounted for
about 1.2 percent of total persona income, and imputed
rental income accounted for about 1.1 percent.

Monetary rental income

The State estimates of net monetary rental income consist
of the estimates of the net rents and royalties that are
received by individuals, the estimates of the net rents and
royaties that are received by nonprofit institutions, and
the estimates of the net rents and royalties retained by
fiduciaries.

Net rentsand royaltiesreceived by individuals. Because
the available State data are unreliable, the national esti-
mate excluding the disaster adjustments is allocated to
States in proportion to the tabulations of data for gross
rents and royalties from the IMFE5° The national disaster
adjustments are assigned to States on the basis of data
from the Federal Emergency Management Agency.

Net rentsand royaltiesreceived by nonprofitinstitutions.
Because State data are unavailable, the national estimate
isallocated to the States in proportion to the annual State
estimates of the civilian population.

Net rentsand royaltiesretained by fiduciaries. The State
estimates are based on tabulations by State of data from
theentry “incomefrom estatesand trusts” in“ Schedule E:

59. The net rental income received by persons who are primarily engaged
in the real estate business is included in nonfarm proprietors' income. The
imputed rental income received by the owner-occupants of farm dwellingsis
included in farm proprietors’ income.

60. The available estimates from the Internal Revenue service for net rents
are unreliable as a basis for the estimation of monetary rent because of large
sampling errorsin the estimates for the less populous States.
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Supplemental Income” of IRSform 1040. See*“ Dividend
income retained by fiduciaries” for the explanation for
this procedure.

Imputed rental income

The State estimates of imputed net rental income are
prepared in two parts: Imputed net rent received by the
owner-occupants of mobile homes and imputed net rent
received by the owner-occupants of al other nonfarm
dwellings.

I mputed net rent from mobile homes. The national esti-
mates of imputed net rent from mobilehomesfor 1991-97
were allocated to States in proportion to the number of
mobile homes from the 1990 Census of Housing.

I mputed net rent from all other nonfarm dwellings. The
State estimates for 1991-97 are based on the State esti-
mates for 1990. The 1990 State estimates were derived
from the alocation of the national estimates using State
estimates of the gross rental value of owner-occupied,
single-family nonfarm dwellings, which were derived
from data from the 1990 Census of Housing.®?

The State estimates were prepared in two steps. First,
preliminary State estimates were extrapolated from the
1990 State estimates by the relative change in the esti-
mates of nonfarm persona income for 1991-97.% Sec-
ond, the national estimatesfor 1991-97 were alocated to
Statesin proportion to the preliminary estimates.

Transfer Payments

Transfer paymentsto personsisincome paymentsto per-
sons for which no current services are performed. They
are payments by government and business to individuals
and nonprofit institutions serving individual s.*

Transfer payments accounted for more than 16 percent
of total personal income at the national level in 1997
(table F).

61. For additional information, see “Imputation” in the“ Technical Notes”

62. The 1990 State estimates of the gross rental value were calculated in
three steps. First, the estimate of the market value of the dwellings in each
value-size range for a State was calculated as the product of the number of
dwellingsand the median value of the dwellingsin the State. Second, the State
estimate of the market value for each range was multiplied by the national
mean contract rent for the rented dwellings in that range to yield the estimate
of the grossrental value for the rangein the State. Third, the estimates for the
rangesfor the State were summed to yield the State estimate of the grossrental
value.

63. The extrapolation also used data for the four census regions from the
Census Bureau’'s American Housing Survey for 1991 and 1993.

64. Transfer payments from the rest of the world are netted against similar
paymentsto therest of theworld, and the net payments, called personal transfer
payments to rest of the world (net), are entered in the national income and
productsaccounts as part of personal outlays.
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Estimates are prepared for approximately 50 subcom-
ponents of transfer payments.®® The subcomponents
are classified by source—government or business—
and may aso be classified by recipient—individuals
or nonprofit institutions serving individuas. In this
discussion, transfer payments are presented in three
major groups—government payments to individuals,
government paymentsto nonprofit i nstitutionsserving in-
dividuas, and business payments to individuals and to
nonprofit organizations serving individuals.

At the State level, approximately 90 percent of the
estimates of transfer payments are derived from data for
the payments. The remaining 10 percent are allocations
of the national estimatesin proportion either to data that
are related to the components or to the most relevant
population series.

Most of the State estimates of transfer payments are
based on data for a calendar year, but some of the es-
timates are based on data for fiscal years. When data
for fiscal years are used, the data for the 2 fiscal years
that overlap the calendar year are averaged with the
appropriateweightstoyield thedatafor the calendar year.

This section is organized according to the order of the
presentation of the components and subcomponents in
table F. Each estimated item is briefly defined, and the
preparation of the State estimatesis described.

Government Paymentsto Individuals

Transfer payments by government to individuals ac-
counted for amost 96 percent of total transfer payments
a the nationa level in 1997.

The national estimates of government payments to
individuals are generally based on source data on the ac-
tual payments to the individua beneficiaries or to the
vendors that provide specified goods or services to the
beneficiaries. Expenditures for administrative costs are
excluded. For Federal programs, the data are typically
drawn from the Treasury Department’s Monthly Treasury
Satement or from administrative reports of the Federal
agencies that administer the programs. For programs
partialy funded by the Federa government but admin-
istered by State or local governments, the source data
are typically drawn from reports by the responsible Fed-
era agencies, based on data reported by the State or
local government agencies. For programs operated and
funded exclusively by State and local governments, the
source data are typicaly drawn from Census Bureau
publications, including State Government Finances and

65. The State estimates of transfer payments in subcomponent detail for
194897 are available from the Regional Economic Information System. See
the “Introduction” and the sample table SA35 in appendix B.
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Table F.—Personal Income and Transfer Payments by
Component for the United States, 1997

o Percent of
Mg'(',‘ﬁ';fsm personal
income
Personal iNCOME ......cooooiiiiiiiiieee e 6,770,650 100.00
Transfer payments 1,110,344 16.40
Government payments to individuals ...................... 1,063,311 15.70
Retirement and disability insurance benefit
PAYMENTS ..ooiviiiiiiiieiie e 530,791 7.84
Old-age, survivors, and disability insurance
PAYMENES ..ottt 356,664 5.27
Railroad retirement and disability payments .... 8,193 A2
Federal civilian employees retirement
PAYMENES ....vvviiiiiiiiiiiie e 42,608 .63
Military retirement payments ..........c.ccocceeennene. 30,511 .45
State and local government employee
retirement payments ..........cccoceeeieeneenieenenn. 78,306 1.16
Workers’ compensation benefits 10,932 .16
Other government disability insur
payments?® .... 3,577 .05
Medical payments 380,414 5.62
Income maintenance 96,748 1.43
Supplemental security income (SSI) payments 29,237 43
Family assistance® .........cccccoceveeereieerenieennens 19,687 .29
Food stamps ........cccoceennenne 18,741 .28
Other income maintenance ..........c.cceceeveenes 29,083 43
Unemployment insurance benefit payments ........ 20,271 .30
State unemployment compensation ................. 19,502 .29
Unemployment compensation of Federal
civilian employees .........ccccoveiiieiniiiiieniene 273 0
Unemployment compensation of railroad
EMPIOYEES ...t 72 0
Unemployment compensation of veterans ....... 250 0
Other unemployment compensation® .............. 174 0
Veterans benefit payments ................... 22,181 .33
Veterans pension and disability b
PAYMENLS .....ovveverrrererinens 18,787 .28
Educational assistance to vete ,
dependents, and SUrvVivors® ............c.ccceennne 1,428 .02
Veterans life insurance benefit payments ........ 1,919 .03
Other assistance to veterans” ............ccceeuee. 47 0
Federal education and training assistance
payments (other than for veterans)® ............... 10,762 .16
Other government payments to individuals® ....... 2,144 .03
Government transfers to nonprofits ...........ccccceeeeee. 19,880 .29
Federal Government payments ............ 6,220 .09
State and local government payments 1© 13,660 .20
Business transfers ... 27,153 .40
Business transfer payments to individuals ** ....... 18,351 .28
Business transfer payments to nonprofit
INSHLULIONS ..o 7,654 A2

1. Consists largely of temporary disability payments and black lung payments.

2. Consists of medicaid and other medical vendor payments.

3. Consists of aid to families with dependent children and assistance programs operating
under the Personal Responsibility and Work Opportunity Reconciliation Act of 1996.

4. Consists largely of general assistance, emergency assistance, foster home care pay-
ments, earned income tax credits, and energy assistance.

5. Includes trade readjustment allowance payments.

6. Consists largely of veterans’ readjustment benefit payments and educational assistance
to spouses and children of disabled or deceased veterans.

7. Consists largely of payments to paraplegics, payments for autos and other convey-
ances for disabled veterans, veterans’ aid, and veterans’ bonuses.

8. Consists largely of Federal fellowship payments (National Science Foundation fellow-
ships and traineeships, subsistence payments to State maritime academy cadets, and other
Federal fellowships), interest subsidy on higher education loans, basic educational oppor-
tunity grants, and Job Corps payments.

9. Consists largely of Bureau of Indian Affairs payments; education exchange payments;
Alaska Permanent Fund dividend payments; compensation of survivors of public safety offi-
cers; compensation of victims of crime; compensation for Japanese internment; disaster re-
lief payments; other special payments to individuals.

10. Consists of State and local government payments for foster home care to institutions
supervised by private agencies, State and local government educational assistance pay-
ments to nonprofit institutions, and other State and local government payments to nonprofit
institutions.

11. Consists largely of personal injury payments to individuals other than employees and
other business transfer payments.

NoTe.—Detail may not add to totals because of rounding.
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Finances of Employee-Retirement Systems of State and
Local Governments.®

Retirement and disability insurance payments

Government payments of retirement and disability in-
surance benefits to individuals accounted for almost 48
percent of total transfer payments at the national level in
1997.

Old-age, survivors, and disability insurance (OASDI)
payments. These benefits, popularly known as social
security, consist mainly of monthly paymentsreceived by
retired and disabled workers, dependents, and survivors
and of lump-sum payments received by survivors.

The State estimates of the OASDI benefits consist of
the estimates for four categories of these payments. The
estimate for each category is based on calendar year
tabulations of the payments from the Socia Security
Administration (SSA).

Railroad retirement and disability payments. These
benefits are received by retired and disabled railroad em-
ployees and their survivors under the Federal program of
retirement insurance for railroad employees who are not
covered by OASDI.

The State estimates are based on fiscal year tabula
tions of the benefits disbursed by the Railroad Retirement
Board.

Federal civilian employee retirement and disability pay-
ments. These benefits are received by retired Federal
Government employees and their survivors, and they in-
clude the lump-sum withdrawal s of funds contributed by
former employees.

The national estimate of these payments is alocated
to States in proportion to data for the payments for
September of each year from the Office of Personnel
Management.

Military retirement payments. These benefits are re-
ceived by retired military personnel, including Coast
Guard personnel, and their survivors.

The combined national estimate for the servicesis a-
located to States in proportion to the payments data for
September that are provided each year by the Department
of Defense.

State and local government employee retirement pay-
ments. These benefits consist of lump-sum payments,
withdrawals, and monthly paymentsthat are received by

66. For detailed information on themethodol ogy used to preparethe national
estimates, see U.S. Department of Commerce, Bureau of Economic Analysis,
Methodology Paper No. 5, Government Transactions (Washington, DC: U.S.
Government Printing Office, November 1988). This publication is available
on BEA's Web site: Go to <www.bea.doc.gov>and select “ Methodologies”
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retired State and local government employees and their
survivors.

The State estimates of these payments are based on
fiscal year data from Finances of Employee-Retirement
Systems of Sate and Local Governments, which is
published annualy by the Census Bureau.

Workers' compensation.  These benefits consist of
the payments that are received by individuds with
employment-related injuries and illnesses and by the sur-
vivors of individualswho died from employment-related
causes. The payments are from both Federa and State
government funds.

The State estimates of the payments received from the
Federa fund, which covers only Federa civilian employ-
ees, are based on payments data from the Department of
Labor.

Compensation payments to both public and private
employees from State-administered workers' compen-
sation funds consist of the payments received under
exclusively State-administered workers' compensation
insurance programs, the payments received under State-
administered insurance programs that compete with
private insurance programs, and the payments received
under the State-administered programs for second-injury
funds.

The State estimates of these benefits are derived from
fiscal year data for the payments from State workers
compensation funds by the State of work from the Census
Bureau's annual State Government Finances. These data
are adjusted to a place-of-residence basis by BEA.

Other government retirement and disability insurance
payments. These benefits consist of the payments of
temporary disability benefits, the payments of black lung
benefits, and the payments of benefits by the Pension
Benefit Guaranty Corporation.

Temporary disability benefits are the benefits received
by workers who are unemployed because of nonoc-
cupational illnesses or injuries. These benefits are
from State-administered programs, which exist only in
Cdlifornia, New Jersey, and Rhode Island.

The estimate for Californiais based on caendar year
data provided by the California Development Depart-
ment. The estimates for New Jersey and Rhode Island
are based on fiscal year payments data from the Census
Bureau's annual State Government Finances.

Black lung benefits are the benefits received by the coa
miners who are totally disabled by black lung disease
(pneumoconiosis) and by the eligible survivors of miners
whose deaths were caused by the disease. Individuas
whose digibility was established before July 1973 re-
ceive their benefits from SSA; those whose digibility
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was established since June 1973 receive benefitsfrom the
Department of Labor.

The State estimates of the payments from SSA are
based on summations of data provided by SSA for 1
month of each quarter of the year. The State estimates
of the payments from the Department of Labor are based
on fiscal year payments data from the Census Bureau's
annual Federal Expenditures by Sate.

Pension Benefit Guaranty benefits are paid by the re-
volving fund of the Pension Benefit Guaranty Corporation
(PBGC) to individuals whose PBGC-insured pensions
cannot be paid by the private pension plansthat areliable
for the benefits.

Thenational estimateisallocated to Statesin proportion
to OASDI payments, which are assumed to reflect the
geographic distribution of the retired population.

Medical payments

Medical payments accounted for more than 34 percent of
total transfer payments at the national level in 1997.

Medicare payments. These benefits are Federal Gov-
ernment payments made through intermediaries to ben-
eficiaries for the care provided to individuas under the
medicare program.

The State estimates of the payments under the medi-
care provisionsfor hospital insurance and supplementary
medical insurance are based on adjusted fiscal year data
for the amountsthat are paid as reimbursement for hospi-
tal and medical expenses as reported by the Health Care
Financing Administration (HCFA).

Medical vendor payments. These medical benefitsarere-
ceived by low-incomeindividuals; the benefits are called
vendor payments because they are measured as the pay-
ments to the vendors of the medical services. These
payments consist mainly of the payments made through
intermediaries to the vendors for care provided to indi-
viduals under the federally assisted, State-administered
medicaid program, but these payments also include
payments made under the general assistance medical
programs of State and local governments.

The State estimates of the payments made under the
medicaid program are based on payments data from
HCFA. The State estimates of payments made under the
genera assistance medica programs are based on pay-
ments data that are obtained from the State departments
of socia services by HCFA.

Military medical insurance payments. These benefits
are vendor payments made under the TriCare Manage-
ment Program, formerly called the Civilian Health and
Medical Plan of the Uniformed Services program, for the
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medical care of dependentsof activeduty military person-
nel and of retired military personnel and their dependents
at nonmilitary medical facilities.

The State estimates are based on payments data from
the Department of Defense.

I ncome maintenance payments

Income maintenance payments accounted for aimost 9
percent of total transfer payments at the national level in
1997.

Supplemental security income payments. These benefits
consist of the payments received by low-income persons
who are aged, blind, or disabled from both the Federal
Government and State governments.

The State estimates consist of the estimates of the
Federa Government payments of basic benefits and the
estimates of the State government payments of supple-
mental benefits. Both of these estimatesare based on data
that are published in SSA’s Social Security Bulletin.

Family Assistance. These benefits were payments to
low-incomefamilies under the State-administered Aid to
Families with Dependent Children (AFDC) program that
received Federal matching funds. In 1997, this program
was superseded by the Temporary Assistance to Needy
Families program.

The State estimates were based on unpublished quar-
terly datafor these paymentsfrom the Administrationfor
Children and Families (ACF) of the Department of Health
and Human Services.

Food stamps. Thesebenefits are measured asthe value of
the food stamps issued to qualifying low-income house-
holdsin order to supplement their ability to purchasefood.
Eligibility is determined by the State authorities’ inter-
pretation of Federal regulations; the U.S. Department of
Agriculture pays the cost of the stamps.

The State estimates are based on tabulations of the
value of the distributed stamps from the Department of
Agriculture.

Other income maintenance payments. These benefits
consist of general assistance payments, emergency assist-
ance payments, foster care payments, earned income tax
credits, and energy assi stance payments.

General assistance payments are the benefits received
from State and local governments by low-income indi-
viduals and families who do not qualify for help under
federally supported programs.®’

The State estimates are based on payments data from
the various State departments of social services.

67. The Federal Government neither funds nor regul ates these programs.
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Emergency assistance payments were the benefits re-
ceived by families who have at least one child and who
were not covered by AFDC,; like AFDC, this program
was superseded by the Temporary Assistance to Needy
Familiesprogramin 1997. The participation of the States
in the federally assisted emergency assistance program
was optional; in recent years, about half of the States
participated.

The State estimateswere based on unpublished datafor
the payments from ACF.

Foster care payments are received from State and local
governments by families caring for foster children under
afederally aided program. These payments consist of the
payments made under government supervision.®®

Thenational estimateisallocated to Statesin proportion
to the civilian popul ation.

Earned income tax credits are Federal income tax re-
funds to low-income workers, mainly those who have
minor children. Eligibility for the tax credits is deter-
mined by the size of the adjusted gross income, or the
earned income, and by certain household characteristics.
The portion of the credit that is counted as atransfer pay-
ment is cal culated as the excess of the tax credit over the
tax liability.

The State estimates are derived from tabulations of the
amount of payments disbursed to the residents of each
State from the Internal Revenue Service.

Energy assi stance payments consist of the cash benefits
received by needy househol dsand the vendor paymentsto
suppliersto help defray the cost of home heating, cooling,
and weatherization under the federally funded and State-
administered energy assistance programs.

The State estimates are based on payments data
published by the Office of Energy Assistance of the
Department of Health and Human Services.

Unemployment insurance payments

Unemployment insurance payments accounted for about
1.8 percent of transfer payments at the national level in
1997.

State unemployment compensation. These benefits con-
sist mainly of the paymentsreceived by individual sunder
State-administered unemployment insurance (Ul) pro-
grams, but they include the specia benefits authorized by
Federal legislation for periods of high unemployment.®®
The provisionsthat govern the dligibility, the timing, and
the amount of the payments vary among the States, but

68. The payments made under the supervision of nonprofit institutions are
included in government paymentsto nonprofit institutions.

69. The program for Federal civilian employeesand that for veteransare ad-
ministered by the States, but the benefitsare classified in other subcomponents
of unemployment insurance payments.
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the provisionsthat govern the coverage and the financing
are uniform nationaly.

Under the Federal-State Ul system, an unemployed in-
dividual who lives in one State may be eligible for Ul
benefits from another State.”® Therefore, the estimate for
each State is calculated as the total payments by a State
minusthe payments by that State to the residents of other
States plus the payments by other States to the residents
of that State. The State estimatesare based on thedatafor
the payments from the Labor Department’s Employment
and Training Administration (ETA).

Unemployment compensation of railroad employees.
These benefits are received by workers who are unem-
ployed because of sicknessor becausework isunavailable
in the railroad industry and in related industries, such as
carrier affiliates. ThisUI program is administered by the
Railroad Retirement Board under a Federal program that
is applicable throughout the Nation.

The State estimates are based on adjusted fiscal year
datafor these paymentsfrom the retirement board.

Unemployment compensation of Federal civilian em-
ployees. These benefits are received by former Federal
employees under a Federal program administered by the
State employment security agencies.

The State estimates are based on data for the payments
from ETA.

Unemployment compensation of veterans. These ben-
efits are received by unemployed veterans who have
recently separated from military service and who are not
eligible for military retirement benefits; the compensa-
tionis paid under a Federa program that is administered
by the State employment security agencies.

The State estimates are based on payments data from
ETA.

Trade adjustment allowances. These benefits are re-
ceived by workers who are unemployed because of
the adverse economic effects of international trade
arrangements on employment.

The State estimates are based on adjusted fiscal year
data for these payments that are tabulated by “petition”
(location of plant) from the Department of Labor, which
administers the program.

Paymentsto veterans

Payments to veterans accounted for about 2 percent of
total transfer payments at the national level in 1997.

70. The State of the resident handles the claim and then sendsit to the State
that is responsiblefor paying the benefits.
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Veterans pension and disability payments. These ben-
efits consist mainly of the payments that are received
by veterans with service-connected disabilities and by
the survivors of military personnel who died of service-
connected causes. In addition, these benefits include the
payments that are received by war veterans who are 65
years old or older, who have nonservice-connected dis-
abilities, who are permanently and totally disabled, and
who meet specified income requirements.

The State estimates are based on the data for these
payments from the Department of Veterans Affairs
(DVA).

Educational assistance to veterans, dependents, and
survivors. These benefits are the payments of the al-
lowances for tuition and other educational costs that are
received by veterans and by the spouses and the children
of disabled and deceased veterans.

The State estimates are based on data for these
payments from the DVA.

Veteranslifeinsurance payments. Thesebenefitsconsist
of the payments received by the beneficiaries of veter-
ans life insurance policies and the dividends received by
the policyholders from the five veterans life insurance
programs administered by the DVA.

The State estimates are based on data for these benefits
from the DVA.

Other paymentsto veterans. These benefitsconsist of the
Federa Government payments received by paraplegics
and by certain other disabled veterans to purchase au-
tomobiles and other conveyances, the State and local
government payments of assistance to indigent veterans,
and the State and local government payments of bonuses
to veterans.

The State estimates of the Federal Government pay-
ments are based on data for these payments from the
DVA. The State estimates of the State and local govern-
ment payments of assistance and of bonuses are based on
adjusted fiscal year datafrom the Census Bureau’'s annual
Sate Gover nment Finances.

Federal Government education and training
payments

Federa Government paymentsfor education and training
accounted for about 1.0 percent of total transfer payments
at the national level in 1997.™

71. Thelarge portion of the paymentsunder most of these programsare made
to the school that the recipient attends. The payment is classified as a transfer
payment to a nonprofit institution if the school is privately administered and
as a government grant-in-aid or as a government purchase of services if the
school is publicly administered.
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Federal fellowships. These benefits consist of the
payments to outstanding science students who receive
National Science Foundation (NSF) grants, the subsis-
tence payments to the cadets at the six State maritime
academies, and the payments for al other Federa
fellowships.

The State estimates of the payments to the recipients
of NSF grants are based on annual NSF tabulations of
the number of students receiving fellowships at each
institution.

The State estimates of the subsistence payments to the
cadets are based on payments data from the Maritime
Administration of the Department of Transportation. The
amount of the payment is assigned to the State in which
each academy is located.

The national estimates of the paymentsto the reci pients
of al other Federal fellowshipsare allocated to Statesin
proportion to the civilian population, because of the lack
of pertinent data.

Higher education student assistance. These benefits
consist of the Federal payments, called Pell Grants, for an
undergraduate education for studentswith low incomes.

The State estimates are based on tabulations of annual
datafor these paymentsby thelocation of the educational
institution from the Department of Education.

Job Corps payments. These benefits are primarily the
allowancesfor living expenses received by economically
disadvantaged i ndividual swho are between the ages of 16
and 21 and who are enrolled in the designated vocational
and educational training programs. These benefits also
include the adjustment alowances received by trainees
upon the successful completion of their training.

The State estimates for 1991-97 are based on tab-
ulations from ETA of the amount of alowances and
allotmentsdisbursed to theenrolleesin 1984, the last year
for which data are available.

I nterest payments on guaranteed student loans. These
payments are made by the Department of Education to
commercia lending institutions on behaf of the indi-
vidua swho receive low-interest, deferred-payment loans
from these institutions in order to pay the expenses of
higher education.

Thenational estimateisallocated to Statesinproportion
to the number of individuals enrolled in institutions of
higher education from the Department of Education.

Other government paymentsto individuals

Other government transfer payments to individuals ac-
counted for about 0.2 percent of total persona income at
the national level in 1997.
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Compensation of survivors of public safety officers.
These benefits are paymentsto the survivors of State and
local government employees, such as police officers and
fire fighters, who were killed in the line of duty; the pay-
ments are made under a Federal program. The amount
of the payment is $100,000 plus an allowance for the
increase in consumer prices since 1988.

The national estimate is allocated to States by the
tabulations of the number of claims by State from the
Department of Justice.

Compensation of victimsof crime. Thesebenefitsconsist
of State and local government paymentsto crime victims
and to vendors on behaf of crime victims. Currently,
about three-fourths of the States have the programs for
these payments.

The national estimate of total paymentsis allocated to
States in proportion to payments data provided by the
Office of Victims of Crime of the Department of Justice.

Alaska Permanent Fund dividend payments. Theseben-
efits are the disbursements of investment income to the
residents of Alaska from the Alaska Permanent Fund.
The fund, which is derived from oil revenues, pays a
portion of its net investment income to every resident.

The State estimateis the amount that ispaid and that is
reported by the Alaska Department of Revenue.

Disaster relief payments. These benefits are the Federal
payments to the victims of disasters, such as hurricanes
and earthquakes.

The State estimates are based on information from the
Federa Emergency Management Agency. The estimates
include the payments to the victims of the Hurricanes
Andrew and Iniki, for 1992; the floods in the Midwest,
for 1993; and the Northridge earthquake and the floods
in the South, for 1994.

Japanese interns redress payments. These benefits
are the Federal payments to the American citizens of
Japanese descent who were interned during World War
[1. The payments began in 1990.

The State estimates are based on the tabulations of the
these payments by ZIP Code area from the Department of
Justice. These tabulationsare summed to States by BEA.

Federal educational exchange payments. These ben-
efits are payments to students who participate in the
Fulbright scholarship program and in other international
educational exchange programs.

In the absence of any pertinent data, the nationa esti-
mates are allocated to States in proportion to the civilian
population.
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Bureau of Indian Affairs payments. These benefits are
the payments to American Indians for educationa and
social services that are not available to them from State
or local agencies.

The State estimates are based on data for these
payments from the Bureau of Indian Affairs.

Government Payments to Nonpr ofit
I nstitutions Serving I ndividuals

Transfer payments to nonprofit institutions serving indi-
viduas by Federal, State, and local governments and by
business accounted for about 1.8 percent of total transfer
payments income at the national level in 1997.

Federal Government payments

These paymentsconsist mainly of the paymentsto private
nonprofit hospitals for hospital construction and the pay-
ments to private educational institutionson behalf of the
recipients of Federa fellowships, Pell grants, and other
education and training programs.”?

Thenational estimateisbased on datafrom the Monthly
Treasury Satement. Because State-level dataare unavail-
able, the nationa estimate is alocated to the States in
proportion to the civilian population.

State and local government payments

These payments consist of the payments for foster care
and for job training by State and loca governments
and the payments for educational assistance by State
governments.

Payments for foster care. These payments are made to
the private nonprofit agencies that supervise foster care.

Thenational estimatesarebased mainly onunpublished
data from the Socia Security Administration. The State
estimatesfor 1991-97 were extrapolated from 1969 data
for these payments by the annual estimates of AFDC
payments. The 1969 dataarefrom the National Center for
Socia Statistics of the Department of Health and Human
Services.

Job Training Partnership Act payments. These pay-
ments are made to the private nonprofit institutions that
providejob training under a work-study program funded
by the Federal Government. The nationa estimate is
based on data from the Monthly Treasury Statement.
Because State-level dataare unavailable, the national esti-

72. These payments excludethe paymentsto private educational institutions
for research and development under Federal contracts, which are treated as
government purchases.
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mateisallocated to the Statesin proportion to the civilian
population.

Educational assistance. This assistance consists of pay-
ments to private nonprofit educational institutions for
educational assistance other than under the Job Train-
ing Partnership Act. The national and State estimates
are based on data for State government expenditures
for “other education assistance and subsidies’ from the
Census Bureau's annual State Gover nment Finances.

Business Transfer Payments

Businesstransfer paymentsto individuals

Business transfer payments to individual s accounted for
about 1.7 percent of total transfer paymentsat the national
level in 1997.

These payments consist primarily of persona-injury
liability paymentsto individuals other than employees.

Because pertinent data are unavailable, the national es-
timatesare alocated to Statesin proportiontothe civilian
population.

Businesstransfer payments to nonpr ofit
organizations serving individuals

Business transfer payments to nonprofit organizations
serving individuas accounted for about 0.8 percent of
total transfer paymentsin 1997.

These transfer payments consist mainly of corporate
gifts of money, securities, and real property to nonprofit
institutions serving individuals.

The national estimate is based on data tabulated from
Federa corporateincometax returns by the Internal Rev-
enue Service. Because State-level data are unavailable,
the national estimateis allocated to the States in propor-
tion to the estimates of thewage and sal ary disbursements
of membership organizations, many of which are non-
profit institutions that receive transfer payments from
businesses.

Personal Contributions
for Social | nsurance

Persona contributions for socia insurance consists of
the payments by employees, by the self-employed, and
by other individuals who participate in the following
programs. Old-age, survivors, and disability insurance
(OASDI) (socia security); hospita insurance (HI) and
supplementary medica insurance (medicare); railroad
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retirement; government employee retirement; State un-
employment insurance; temporary disability insurance;
and veterans life insurance.

These contributions accounted for about 4.8 percent of
personal income at the national level in 1997 (table G).

Payments of contributions by employees—like their
payments of income taxes on wages and salaries—are
“withheld” at the source of the disbursement of thewages
and sdaries. The self-employed, on the other hand, pay
their contributions with their quarterly payments of esti-
mated Federal individua income taxes or annually with
their Federal income tax returns.

Contributions for OASDI and HI

Contributionsfor OASDI and HI consist of payments by
the employees and of payments by the self-employed.

Contributions by employees. These contributions are
made by theempl oyeesof private sector employersand by
the employees of Federal, State, and local governments
who are covered by, and who therefore contribute to, the
OASDI and HI programs.

Most of the employees are covered by, and contribute
to, both the OASDI and HI programs. Employees of the
railroad industry are covered by the HI program but not
by the OASDI program, as are the Federa employees
who are covered by the Civil Service Retirement System.

The nationa estimates of the contributions are based
on datafrom the Socia Security Administration.

Table G.—Personal Income and Personal Contributions
for Social Insurance by Component for the United
States, 1997

e Percent of
Millions of
dollars personal
income
Personal inCOMe ™ .......ccooiiriiiinncerec e 6,770,650 100.00
Less: Personal contributions for social insurance 325,765 4.81
Contributions to old-age, survivors, disability, and
hospital INSUranNCe ..........ccccevveeiieieeiec e 258,265 3.99
Civilian employee contributions 276,864 4.09
Military personnel contributions 2,470 .04
Self-employed contributions ............cccocveveienene. 29,554 44
Railroad employee retirement contributions ............ 1,289 .02
Federal civillan employee retirement contributions 4,412 .07
State and local government employee retirement
(20 a1 1 01010 o I3 21,618 .32
State unemployment insurance and temporary
disability contributions ............cccociviiieiiiicicie 1,670 .02
Supplementary medical insurance contributions ..... 19,153 .28
Veterans life insurance contributions ..................... 759 .01

1. This total is as shown in Tables A and C-F, that is, personal income is shown as the
sum of the personal income components in those tables less personal contributions for so-
cial insurance.

NoTes.—Personal contributions for social insurance are a deduction to arrive at personal
income, and the dollar amount and the percentages in this table are shown as absolute val-
ues to give an indication of the size of the personal contributions components being esti-
mated.

Detail may not add to totals because of rounding.
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The State estimates are prepared for private sector em-
ployees, for Federal civilian employees, for State and
local government employees, and for military personnel.

The State estimates of the contributionsby private sec-
tor employeesand by Federa civilianemployeesare each
prepared in proportion to the State estimates of wage and
salary disbursements for these employees.”® The State
estimates of the contributions by military personnel are
prepared in proportion to the State estimates of military
wage and salary disbursements excluding pay-in-kind.

The State estimates of the contributions by State and
local government employees for 1991-97 are based on
the State estimates for 1987, asreported in the 1987 Cen-
sus of Government.”* The 1987 State estimates were
extrapolated to 1991-97 by the relative changein the es-
timates of State and local government wage and sdary
disbursements.

Contributions by the sdf-employed. All of the self-
employed whose annual self-employment income ex-
ceeds $400 are covered by, and contribute to, the OASDI
program and the HI program.

The State estimates of these contributionsare based on
results from a 1-percent sample of these contributions by
the self-employed published in the Socia Security Ad-
ministration’s Social Security Bulletin. Becausethe State
datafor ayear are not available until 2 years after theend
of the year, the estimates for 1995 were extrapolated to
1996-97 by the change in the State estimates of nonfarm
proprietors income.

Contributions by employees for the other programs

Contributions for railroad employee retirement insur-
ance. The national and State estimates of the employee
contributions for this federally administered program
are based on data from the Railroad Retirement Board
(RRB) on the wages and salaries that are subject to the
contributions. The data used for the State estimates,
which are reported by RRB on a place-of-residence ba-
sis, are converted by BEA to a place-of-work basis
using journey-to-work data from the 1990 Census of
Population.

Contributions for Federal civilian employeeretirement.
These contributions are the payments that are made by
employees who are covered by, and who contribute to,

73. Before the comprehensive revision of State personal income that was
released in 1996, these estimates were based on direct sample data provided
by the Social Security Administration (SSA). However, the SSA recently
discontinued this series becauseit had become unreliable.

74. The data reported in the census are employer contributions, which are
assumed to beidentical to the employee contributionsbecause the contribution
rates for these programs are identical for employersand employees.

These datawere not collected in the 1992 Census of Governments.
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thefollowing retirement plans: The Civil Service Retire-
ment System (which covers most employees hired before
1984); the Basic Benefit Plan of the Federal Employees
Retirement System (which covers most employees hired
after 1983); and specia contributory retirement plans,
such asthat of the Foreign Service.

The national estimate of these contributions is based
mainly on data from the Treasury Department’s Monthly
Treasury Satement. Because State data are unavailable,
the national estimate is alocated to States in proportion
to the estimates of wages and salaries for Federal civilian
employees.

Contributionsfor State and local government employee
retirement. These contributions are the payments that
are made by the State and local government employees
who are covered by, and who contribute to, the State and
local government empl oyee retirement programs that are
administered by government agencies.

The nationa and State estimates of these contributions
are based on fiscal year data from the Census Bureau’s
annual Financesof Empl oyee-Retirement Systems of Sate
and Local Governments.

Contributions for State unemployment insurance and
for temporary disabilityinsurance. Thecontributionsfor
State unemployment insurance consist of the payments
by employeesin Alaska, New Jersey, and Pennsylvania.
The national and State estimates of these contributions
are based on unpublished data from the States.

The contributions for temporary disability insurance
are the payments by the employees who are covered by,
and contribute to, the insurance programs in California,
New Jersey, New York, and Rhode Island. The national
and State estimates of these contributions are based on
data from the Census Bureau's annual State Gover nment
Finances and from the “Caifornia Disability Insurance
Fund Report.”

Contributions for supplementary medical insurance
and for veteranslifeinsurance

Contributions for supplementary medical insurance.
These contributions are the premiums that are paid
by the individuals who are enrolled in the voluntary
supplementary medica insurance part of medicare.

The national estimate of these contributionsis based on
data from the Monthly Treasury Statement. The national
estimateisalocated to Statesin proportion to the number
of individualswho are enrolled in the program and whose
premiums are not paid by State governments. The en-
rollment data are provided by the Health Care Financing
Administration.
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Contributions for veterans life insurance. These con-
tributions are the premiums that are paid by veterans
for life insurance under the five life insurance programs
administered by the Department of Veterans Affairs
(DVA).

The national estimate of these contributionsisbased on
unpublished data provided by DVA. The State estimates
are based on summations of the data for the premiums
from DVA'S Government Life Insurance Programs for
\eterans and Members of the Services, Annual Report.

Residence Adjustments

Personal income is a measure of income by place of
residence. The place of residence of individuas is the
State in which they live. The place of residence of
quasi-individualsis defined for the measurement of per-
sonal income as the State and county of the residence
of the individuals who benefit from the activities of
the quasi-individuas or on whose behalf the income is
received.

Conseguently, the residence of military personnel isthe
State in which they live while they are on military as-
signment, not their permanent or legal State of residence.
Thus, theincome of military personnel on foreign assign-
ment is excluded from the State and local area personal
income series, because their residence is outside of the
territorial limits of the United States.

Theresidence of seasona migrant workersexcept those
working in Alaska and those who are foreign-resident
border workers is the State in which they live while they
areworking, not their usua State of residence. However,
the residence of foreign citizens who live in the United
States isthe country of which they are citizensif they are
professional employees with temporary visas or if they
work for international organizations, foreign embassies,
or consulatesin the United States.

These definitionsof residencediffer from someof those
used by the Census Bureau, which provides source data
that are used in the preparation of the estimates of theres-
idence adjustment and the estimates of populationthat are
used to cal culate per capitapersonal income; for example,
the residence of seasonal migrant workers is frequently
reported to the Census Bureau as their usua State of
residence rather than the State in which they are living
and working on April 1 when the decennia census of
population is taken.

The source data for most of the components of per-
sonal income are recorded, or treated as if they were
recorded, on a place-of-residence basis. These compo-
nents are transfer payments, persona dividend income,
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personal interest income, rental income of persons, and
proprietors’ income.”™

However, most of the source data for the remaining
three components, which compose more than 60 percent
of personal income, arerecorded by place of work. These
components are wage and salary disbursements, other
labor income, and personal contributions for socia in-
surance. Therefore, the initial estimates of most of the
subcomponentsof these three componentsare on aplace-
of-work basis. Consequently, theseinitial place-of-work
estimates are adjusted so that they will be on a place-of-
residence basis and so that the income of the recipients
whose place of residence differsfrom their place of work
will be correctly assigned to their State of residence.

Correctly assigning the place of residence of the re-
cipient of the income is more statistically significant
for the State estimates than for the national estimates.
For the State estimates, the income of individuas
who commute to work between States is especidly
important for those States with substantia portions
of their economies in metropolitan areas that extend
across State boundaries—for example, the Washington,
DC-MD-VA-WV metropolitan area.

The State estimates of the residence adjustment are
prepared for the net labor earnings—or “income sub-
ject to adjustment” —of interstate commuters and for the
wages and saaries of border workers. Income subject
to adjustment is defined as wages and salaries plus other
Iabor income minusthe personal contributions for social
insurance by employees. Because a single residence ad-
justment is prepared for each State, estimates of these
components by industry by place of residence are not
available.”

Procedurefor thelncome
of Interstate Commuters

The State estimates of the residence adjustment are based
on the county estimates in order to incorporate data for
the particular local areas where most of the interstate
commuting occurs.

The State estimates of the residence adjustment for
the income of interstate commuters for 1991-97 were
caculated with interstate adjustment factors that were
derived from the county estimatesfor 1991-96 and from

75. For specificinformation about the sourcedatafor the estimates of the ma-
jor components, see the section “ Geographic characteristics of the sourcedata’
in the introduction to “ The Sources and M ethodsfor the Annual Estimates.”

76. Reliable estimates of the residence adjustment by industry cannot be
prepared because some of the source data that are used to infer changesin
interarea commuting since the last census of population are not available by
industry.
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the results of some of the intermediate cal culationsin the
preparation of the county estimates. Each factor givesthe
proportion of theincome subject to adjustment (1SA) that
was disbursed in one State and received by the residents
of another State.”’

The State estimates for 1991-97 were calculated in
three steps. First, ISA by industry and total ISA were
computed for each State from the estimates of the com-
ponents of labor earnings for the State. Second, the 1SA
for each State was multiplied by the adjustment factors
for the State of work to yield interstate flows that were
both the outflows from the State of work and the inflows
to each State of residence. Third, the outflows from each
State were subtracted from the inflows to the State to
yield theresidence adjustment estimate for theincome of
interstate commuters.

Procedure for the income of intercounty commuters,
199096

The county estimates for 1990, which are used in the
preparation of the estimatesfor 1991-96, were derived in
two steps. First, the provisiona estimate for each county
was prepared. Second, the provisiona estimatesfor some
counties were modified.

The 1990 estimates were then extrapolated to obtain
the county estimates for 1991-96. The county estimates
for 1991-96 were derived by extrapolation because in-
tercounty commuting data are available only from the
decennial censuses of population.

Provisional estimates for 1990. The procedure that is
used to prepare the estimates of the county residence
adjustment for 1990 isillustrated by the following exam-
ple of the calculation of the provisiona estimates for a
two-county area that comprises counties f and g. The
example is easily generdized to the calculation of the
estimates for more complex aress.

The provisional 1990 estimate of the residence adjust-
ment estimate for county f (RA r) was calculated as the
total 1990 inflows of the income subject to adjustment
to county f from county g (INy) minus the total 1990
outflows of theincome subject to adjustment from county
S tocounty g (OUTy).

RA;=IN; - OUTy.

The estimates of INy and OUTy were prepared in
industrial detail.”® The share (I ) of total wages or of

77. The proportions for each component of ISA and for total ISA were
calculated by summing the county-to-county interstate flows to yield State-to-
State flows. Each State-level flow was then each divided by the corresponding
ISA (the sum of the county ISA’s) for the State of work.

78. Theinflows and the outflows of wagesand salaries and of other [abor in-
comewere prepared for the private sector by Standard Industrial Classification
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other labor income (OLI) in a particular industry k in
county g that were earned by residents of county f was
used in the estimation of industry-level inflowsto county
Sf. Anaogously, the share (O ) of wages or of OLI
in a particular industry k in county f that were earned
by residents of county g was used in the estimation of
industry-level outflows from county f. Both I and
Oy were calculated from journey-to-work (JTW) data
on the number of wage and salary workers (W) and on
their averagewages(A) by county of work for each county
of residence from the 1990 Census of Population.

wages earned in g by residents of f

If’k = total wages earned in g
_ Wir—g) k) Ag=g),k)
C Wipmg) ) A= g) )+ W (g g) k) (A(g—g) k)
wages earned in f by residents of g
Of1k =

total wages earned in f
Wig—p k) Ag—p) k)
Wig— k) Ag-p )+ Wir— ) i) (A p) k)

Where two subscripts are used with an arrow, the first
subscript i dentifies the place of residence, and the second
identifies the place of work. For example, Ws_.4) k is
the number of workersin industry k who lived in county
Jf but who worked in county g.

The industry-level inflows to county f from county g
(INy ) were calculated as the inflow ratio multiplied by
the corresponding component of the income subject to
adjustment (ISA) in industry k in county g (ISAg k).
The industry-level outflows from county f to county g
(OUTy ) were cal culated asthe outflow ratio multiplied
by the ISA inindustry k in county f (ISA k).

INg
OUTy

U r)USAg k)
(Orx)USAf ).

Summing the inflows for al industries yields the total
inflows to county f (INy), and summing the outflows
for dl industries yields total outflows from county f
(OUTy).

N
INy = ZINf,k
k=1

divisions and for the public sector by Federal civilian, military, and State and
local governments.

Theinflowsand the outflows of personal contributionswere also calcul ated,
but the calculations are at a more aggregated level becausethe estimates of the
contributions by private-sector employeesare not made by industry.
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N
OUTy = > OUTyp.
k=1

Modifying the provisional 1990 estimates. The provi-
siona 1990 estimates of the residence adjustment for
some counties were modified in three cases. In the first
case, the estimates for each of the 1,100 countiesthat are
in clustersthat have high rates of commuting among their
constituent counties (mostly multicounty metropolitan ar-
eas) were modified to incorporate the 1989 di stributi on of
wages and salariesfrom the 1990 census.” The estimates
for these counties were madified because in numerous
cases, the geographic coding by place of work of the JTW
dataand that of the source datafor wages and salaries are
inconsi stent.®°

First, the provisiona estimate of wages and salaries
by place of residence for each county in each cluster
was calculated as the estimate of wages and salaries
by place of work plus the net residence adjustment for
wages and salaries®* Second, the provisional place-of-
residence estimates of wages for the counties in each
cluster were summed to a total estimate for the cluster.
Third, the total estimate for each cluster was adlocated to
the counties of the cluster in proportion to the 1989 wage-
and-salary distribution from the 1990 census in order to
produce the modified provisional estimates of wages and
sdaries by county of residence. Fourth, the estimate of
the residence adjustment for each county in the cluster
was caculated as the modified provisional estimate of
pl ace-of -residence wages minus the provisional estimate
of place-of-residence wages plusthe provisional estimate
of the residence adjustment.

The difference between the estimate of the residence
adjustment and the provisiona estimate of the residence
adjustment was expressed as a flow between pairs of
counties in the same cluster in order to facilitate the ex-
trapolation of the 1990 residence-adjustment estimates
to 1991-96. In the simplest situation—a two-county
cluster—the additional flow was assumed to be from the
county with the negative difference to the county with the
(exactly offsetting) positive difference.

In the second case, the provisional estimate of the resi-
dence adjustment for each county in 136 pairs of adjacent

79. The 1989 distribution reflects the place of residence of the income re-
cipients on April 1, 1990, not their place of residence when they received the
wages and salaries.

80. For example, the source data may attribute too much of the wages of a
multiestablishment firm to the county in which afirm’s main officeis located;
the source data for the wages of the personnel on a military base that extends
across county boundaries may attribute the wagesto one county, but the JTW
data may attribute these wagesto the other county.

81. The net residence adjustment that is used for this calculation includes
only the intercounty flows for wagesand salaries.
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countiesthat are not in acluster was modified because the
1990 provisional place-of-residence estimate of wages
for one of the counties exceeded the place-of-residence
measure of wages from the 1990 census by a substan-
tial amount and because the census measure for the other
county exceeded the provisional estimate by a similar
substantial amount. Inorder tofacilitatethe extrapolation
of the 1990 residence-adjustment estimates to 199196,
these adjacent-county modifications were al so expressed
as intercounty flows.

In the third case, the provisiona 1990 estimates of
the residence adjustment for eight county equivaents
(boroughs and census areas) in Alaska were modified to
account for the large amounts of the ISA received by
seasonal workersfrom out of State. The provisional esti-
mates yiel ded place-of-residence estimates of wages and
salaries that were so much higher than the comparable
census data that they could not be an accurate reflection
of only the wages of the permanent residents. In order to
removethe excess amounts, the JTW-data-based outflows
from these county equival entsto selected large countiesin
Washington, Oregon, and California were judgmentally
increased.

Extrapolating the 1990 estimates to 1991-96. The
1990 estimates of inflows by industry (IN;%°) and the

1990 estimates of outflows by industry (OUT;37) were
extrapolated to 1991-96.

For each industry, the 1990 inflows to county f from
county g were extrapolated to the year t on the basis
of the change in ISA, x for the industry since 1990,
and the 1990 outflows from county f to county g were
extrapolated to the year t on the basis of the change in
IS Ay for theindustry since 1990.%

t
INt — (I 1990) Ag k
fik ISA1990
ISA
t 1990 fik
OUTf’k = (OU ) (ISA}%O)

The fina estimate of the net residence adjustment for
theyear t for each noncluster county and the provisiona
estimate of the net residence adjustment for the year t for
each cluster county were then cal culated. The estimate of
the net residence adjustment equal stotal inflows, summed

82. The superscript 1990 is used in the equation in order to distinguish
the variables for 1990 from those for 1991-96; the variables for 1991-96 are
denoted in the text and in the equation with the superscript £.

The 1990 inflows and outflows that were devised to express the modifica-
tions to the 1990 provisional estimates are extrapolated with the ISA for the
sum of all theindustries.
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over all industries, minustota outflows, summed over al
industries.

N N
RA% = > IN; - > OUTy,.
k=1 k=1

The provisional estimates of the net residence adjust-
ment for the cluster counties for year ¢t are modified in a
four-step procedure that is similar to the modification of
the 1990 preliminary estimates for the cluster counties.
First, theplace-of-residence estimate of | SA for each clus-
ter iscal culated as the sum of the place-of-work estimates
of 1SA for all of the countiesin the cluster plus the sum
of the estimates of the residence adjustment for all of the
countiesinthecluster. Second, an alocating seriesfor the
counties in each cluster is prepared: The 1990 estimate
of the place-of-residence ISA for each county is extrap-
olated to the year t by awage seriesthat is derived from
tabulations of wages and saaries by place of residence
from the Internal Revenue Service.® Third, the place-
of-residence estimate of 1SA for a cluster is allocated to
the counties of the cluster in proportion to the allocating
seriestoyield thefina estimate of the place-of-residence
ISA. Fourth, thefinal estimate of the net residence adjust-
ment for each cluster county for the year t is calculated
asthefina estimate of the place-of-residence ISA minus
the estimate of the place-of-work ISA.

Procedurefor thelncome
of Border Workers

Theresidenceadjustment for theincomeearned by border
workersaccountsfor theinflowsof thewagesand salaries
earned by U.S. residentswho commuteto work in Canada
or who work in the United Kingdom, the outflows of
the wages and salaries earned by Canadian and Mexican
residents who commute to work in the United States,
and the outflows of the wages and salaries earned by (1)
seasonal farm workers from the Caribbean area, (2) farm
workersfrom Mexico who do not have valid immigration
documentation, and (3) foreign citizens in professional
occupations with temporary visas. The adjustment does
not account for the inflows of the wages of U.S. residents
who work in countries other than Canada and the United
83. The county tabulations of the wages that are reported by individualsto
the IRS and that are recorded by tax-filing address are available to BEA with
al- or 2-year lag. These tabulations are used to prepare a series of wages and
salaries that is used in the extrapolation of the 1990 estimates of inflows and
of outflows.
Thetabulationsthrough 1995 were availablefor the preparation of the 1996
estimates.
This series was extrapolated to 1996 by a set of equations that relates

the change in the IRS county tabulations to the change in the county civilian
population.
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Kingdom becausetheseworkersare not numerousenough
for their income to be included in the national “rest-of-
the-world” account.

The national estimates of inflows and outflows of the
wages and salaries of the border workers are prepared in
the context of the balance of payments accounts. The
portion of the wages received by the U.S. resident border
workersthat is estimated to be spent in the nations where
they work is classified as part of imports. The portion of
the wages received by the foreign-resident border work-
ers that is estimated to be spent in the United States is
classified as part of exports.

The State estimates of the inflows and the outflows
of the wages and salaries of border workers are aloca
tions of the national control totals that are drawn from
the rest-of-the-world account. The allocated inflows
are added to, and the alocated outflows are subtracted
from, the estimates of the net residence adjustment for
the income of interstate commuters to obtain the final
residence-adjustment estimates.

The national estimate of the inflows of the wages and
sdaries earned by U.S. residents who commute to work
in Canada are assigned to Michigan, New York and the
New England region on the basis of fragmentary infor-
mation from the Immigration and Naturalization Service
of the Department of Justice. The New England portion
is allocated to Maine, New Hampshire, and Vermont in
proportion to data for employment in the forest product
industriesin those States' border counties.

The small national estimate of the inflows of the wages
and saaries earned by U.S. residents who work in the
United Kingdom is evenly divided between New York
and Cdifornia.

The national estimates of the outflows of thewagesand
sdaries earned by Mexican residents and by Canadian
residents who commute to work in the United States are
alocated to States in proportion to the data from the
Immigration and Naturalization Service.

The national estimate of the outflows of the wages
earned by Caribbean farm workers in the United States
is dlocated to States in proportion to data on the num-
ber of authorized seasonal workers by State from the
Department of Labor.

The nationa estimate of the outflows of the wages of
the undocumented farm workers is allocated to States in
proportion to aweighted sum of the wages of farm work-
ers; extraweight isgiven to thewages of the employeesof
farm labor contractors and to the wages of the employees
of farmsin States with farm economies that speciaize in
the production of the crops—such as fruits, vegetables,
and tobacco—that require large inputs of labor.
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The nationa estimates of the outflows of the wages
and saaries of the foreign professionals is dlocated to
States in proportion to the sum of the wage and salary
disbursements of the industries—such as the motion
picture, educational services, and high-tech manufactur-
ing industries—that are most likely to employ foreign
professionals.

Personal Tax and Nontax Payments

Personal tax and nontax paymentsistax payments (net of
refunds) that are made by personsand that are not charge-
able to business expense and certain other payments
by persons to government agencies (except government
enterprises) that are treated like taxes.

Personal taxes includes taxes on income, including re-
alized net capital gains; on transfers of gifts and estates;
and on personal property.® Nontaxes includes donations
and fees, fines, and forfeitures. Personal contributions
for social insurance are not included.

In this chapter, the State estimates of personal tax
and nontax payments are described in four sections: (1)
personal tax and nontax paymentsto the Federal Govern-
ment, (2) personal tax payments except personal property
taxes and nontax paymentsto State governments, (3) per-
sonal tax payments except persona property taxes and
nontax payments to local governments, and (4) personal
property tax paymentsto State and local governments.

Paymentsto the Feder al Government

The payments by individualsto the Federal Government
consist of individua income tax payments, of tax pay-
ments on income retained by fiduciaries on behalf of
individuals, of estate and gift tax payments, and of nontax
payments.

These payments accounted for about 78 percent of total
personal tax and nontax payments at the national level in
1997 (table H).

The nationa estimates of the persona tax payments
and refunds are based mainly on data from the Treasury
Department’sMonthly Treasury Satement, supplemented
by data on withheld social security taxes from the So-
cia Security Administration. The national estimates of

84. Personal tax payments excludes payments of taxeson real property and
payments of sales taxes. Taxes on real property paid by persons except those
in the real estate business are excluded because they are considered business
expensesthat are deducted from both gross monetary rental income and gross
imputed rental income in the derivation of net rental income. Sales taxes are
excluded becausethey are included in personal consumption expenditures.
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the nontax payments are based mainly on data from the
Budget of the United States.®

Individual income tax payments. These payments are
income tax payments, net of refunds, made by individu-
as. The gross payments measure represents the sum of
the income taxes that are withheld, usualy by employ-
ers, from wages and salaries, the quarterly payments of
estimated taxes on income that is usualy not subject to
withholding, and final settlements, whichisadditional tax
payments that are made when the tax returns for a year
arefiled or asaresult of audits.

The 1991-96 State estimates of the tax payments and
refunds were prepared in three steps. First, estimates of
the net income tax payments were prepared using tabu-
lations of data reported on individua income tax returns
and published in the Spring editions of IRS's quarterly
Satistics of Income Bulletin.

85. For detailedinformation on the methodol ogy used to preparethenational
estimates, see U.S. Department of Commerce, Bureau of Economic Analysis,
Methodology Paper No. 5, Government Transactions (Washington, DC: U.S.
Government Printing Office, November 1988). This publication is available
on BEA's Web site: Go to <www.bea.doc.gov>and select “ Methodologies.”

Table H.—Personal Income, Disposable Personal Income,
and Personal Tax and Nontax Payments by Component
for the United States, 1997

Percent of
e personal
nontax
payments
Personal iNCOME .......ooooiiiiiiiiiiee e 6,770,650
Less: Personal tax and nontax payments 987,938
Equals: Disposable personal income ............ 5,782,712
Personal tax and nontax payments ...........c.coce.e. 987,938
Personal tax and nontax payments to the Federal
GOVErNMENt ..cc.vveiiiiiiieiiceiee e 768,048 77.74
Individual income taxes (net of refund 733,481 74.24
Individual income taxes (gross) . 829,087 83.92
Less: Refunds ............... 95,606 9.68
Fiduciary income tax 11,312 1.15
Estate and gift taxes ... 20,564 2.08
Nontaxes 2,691 .27
Personal tax and nontax payments to State
governments ................ 185,309 18.76
Individual income taxes 151,881 15.37
Estate and gift taxes ... 6,035 .61
Motor vehicle taxes . 10,176 1.03
Other taxes? ... 1,546 .16
Nontaxes 15,671 1.59
Personal tax and nontax payments to local
governments 30,437 3.08
Individual income taxes 12,467 1.26
Motor vehicle licenses . 428 .04
Other taxes? ................ 1,244 13
[N (0] 0] 7= (TR 16,298 1.65
State and local personal property taxes .................. 4,144 42

1. Consists largely of hunting and fishing taxes and other license taxes.
2. Consists largely of local death and gift taxes and other local taxes.

NoTe.—Detail may not add to totals because of rounding.
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For each State, the first approximation of net tax
payments, NTP", for year n was calculated as

TTL" — EITC" — SSSE™ —
(OPT™ 1 — XEITC" 1),

NTP" =

wheren = Year
TTL = Tota tax liability
EITC = Earned incometax credits
SSSE = Socia Security and medicare
tax payments by the self-employed
OPT = Overpayments of taxes
XEITC = Excess, or refundable, portion of EITC

The national control total for net tax payments was
then alocated to States in proportion to the first
approximations.

Second, the estimates of the refunds of income tax
payments were prepared. These estimates represent the
sum of the refunds of excess taxes that are paid by in-
dividuals and the refunds of excess socia security and
medi care contributionsthat werewithheld from thewages
and salaries of individuals who had more than one job.
For each State, the first approximation of tax refunds,
REF™, for year n was calculated as

REF"=0PT" ! - XEITC" 1.

The nationa estimate was then alocated to States in
proportion to the first approximations.

Third, the estimates of the gross income tax payments
were calcul ated asthe sumsof the estimates of netincome
tax payments and the estimates of the refunds.

The 1997 State estimates of all three measures are
based on extrapolations of the 1996 estimates by the
relative changes in the estimates of wage and salary
disbursements.

Tax payments on income retained by fiduciaries. These
payments consist of the taxes that are paid on the income
that is received by afiduciary on behalf of an individua
and that isretained by thefiduciary rather than distributed
to theindividual.

Because State-level data for these payments are un-
available, the nationa estimates are allocated to Statesin
proportion to the IRS data on the income that was dis-
tributed to individuals by the fiduciaries of estates and
trusts. These data, which are reported on Schedule E of
form 1040, are published annually by the IRS in Statistics
of Income.

86. XEITC isthe total of the amounts by which the EITC exceeds the tax
ligbility onthe returns claiming EITC.
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Estate and gift tax payments. The nationa estimate of
these paymentsis alocated to Statesin proportionto IRS
State datafor these payments, which are published in the
annual Internal Revenue Service Data Book through 1994
and on the IRS Web site for later years.®”

Nontax payments. These payments consist of the es-
timates of a variety of payments—such as passport
and immigration fees, civil and criminal fines, and
migratory-bird-hunting stamps—by individuals to the
Federal Government. Because State-level data are un-
available, the national estimate is alocated to States in
proportion to the civilian population.

Paymentsto State Governments

Payments—other than personal property taxes—by indi-
vidual sto State governmentsconsist of individual income
tax payments, of estate and gift tax payments, of pay-
ments for motor vehicle and operator’s licenses and for
other licenses, and of nontax payments.

These payments accounted for about 19 percent of total
personal tax and nontax payments at the national level in
1997 (table H).

The national estimates are based mainly on data from
the Census Bureau's annual publication Government Fi-
nancesfor incometaxes and from its Quarterly Summary
of State and local government finance datafor other taxes
and for nontax payments.

Individual income tax payments. These payments are
incometax paymentsby individual sthat exclude refunds.
The State estimates are based mainly on quarterly data
for the net individual incometax collections of each State
government. These data are published on the Census
Bureau's Web site.®® They are supplemented by fiscal
year data from the Census Bureau's State Gover nment
Tax Collections (SGTC). Data received directly from the
finance agencies of the Maryland and Wisconsin State
governmentswere used instead of the Census Bureau data
for those States.

Estate and gift tax payments. The State estimates of
these paymentsare based on quarterly State datafromthe
Census Bureau's Web site.

Paymentsfor motor vehicle and operator’slicenses and
for other licenses. Payments for motor vehicle and op-
erators licenses are distributed by State based mainly
on pertinent annual State data from SGTC. (Data from
the Federal Highway Administration for special business

87. The IRS's Web site is at <www.irs.treas.gov>.
88. The Census Bureau’sWeb siteis at <www.census.gov>.
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taxes are subtracted from the Census Bureau datain the
preparation of the estimates of the vehicle registration
fees.)

Payments for other licenses consist of the estimates
of the fees that are paid to State government agencies
for hunting and fishing licenses for personal, rather than
commercial, use and the estimates of the fees for other
noncommercial licenses, such asthosefor theregistration
of pleasure boats and aircraft.

The State estimates of these license fees are based on
datafor both the noncommercial and the commercial fees
from SGTC.#°

Nontax payments. Other nontax payments consists of
the payments of fines and forfeitures, donations, and the
payments of various fees. The State estimates of each of
these types of payments are based on annua data from
the Census Bureau's State Gover nment Finances.

Paymentsto L ocal Governments

Payments—other than personal property taxes—by per-
sons to local governments consist of the estimates of
individual income tax payments, of payments for motor
vehicle registration licenses, of payments of miscella
neous fees and estate and gift tax payments, and of other
nontax payments.

These paymentsaccounted for about 3.1 percent of total
personal tax and nontax payments at the national level in
1997 (table H).

The national estimates are based mainly on data from
the Census Bureau’s annua publication Government Fi-
nances for income taxes and from its Quarterly Summary
of Stateand local government finance datafor other taxes
and for nontax payments.

Individual income tax payments. The 1987 and 1992
estimates of these payments are based on data from the
1987 and 1992 censuses of governments; the 1987 esti-
mates were published in the Compendium of Gover nment
Finances, and the 1992 estimates, on the Census Bureau’'s
Web site.®® The State estimates of these payments for
1991 are based oninterpol ations of the estimatesfor 1987
and for 1992. The estimates for 1993-95 were extrapo-
lated from the 1992 estimates based mainly on datafrom

89. These data consist of the payments by both individuals and businesses,
and the payments by individuals cannot be distinguished from those by busi-
nesses. Thus, the State estimates reflect the assumption that the geographic
distribution of the payments by businesses and by individualsis the same.

90. See footnote 88.
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the 199295 issues of Government Finances. Because
of a lag in the availability of these data, the estimates
for 1996-97 for the States were extrapolated from the
1995 estimates by the change in the estimates of State
government income tax payments.

Motor vehicle fees. The State estimates of fees levied
by local governments on owners or operators of motor
vehicles—including for the registration and inspection
of the vehicles but excluding persona property taxes—
are based on State data for the fees from Government
Finances.”*

Miscellaneous fees and estate and gift taxes. The mis-
cellaneous fees consist largely of the estimates of the
payments of the fees for marriage licenses, the fees for
theregistration of pleasure boats, and thefeesfor licenses
for pets. The State estimates of these fees and taxes are
prepared together with the estimates of estate and gift
taxes and are based mainly on data for local government
“Other taxes’ from Government Finances.

Other nontax payments. “Other” nontax payments
consist of the paymentsof finesand forfeitures and of do-
nations. The State estimatesfor these payments are based
mainly on the data for “Current charges’ and “Miscel-
laneous genera revenues’ from Government Finances;
these data reflect commercia as well as nhoncommercial
charges.?

Per sonal Property Tax Payments
to State and L ocal Governments

These payments consist of the payments of taxes on the
tangible and intangible personal property of individuals.

Thesepaymentsaccounted for about 0.4 percent of total
personal tax and nontax payments at the national level in
1997 (table H).

The national estimates of these payments are based
mainly on data from the Census Bureau's annua
Government Finances.

The State estimates of the payments to State and local
governments are combined because the data to allocate
these paymentsto each level of government are not avail-
able. The State estimates are based on unpublished IRS
datafor these payments by individuals who itemize their
deductionsontheir Federa individua incometax returns.

91. Seefootnote 89.
92. Seefootnote 89.



The Sourcesand M ethodsfor the Quarterly Estimates

of State Personal |ncome

The quarterly estimates of State personal income provide
seriesfor theanal ysisand tracking of recent economic de-
velopmentsin the 50 States and the District of Columbia.
The series begins with the first quarter of 1969.

The source data and methodologies used for quarterly
personal incomeand itscomponentsdiffersfrom that used
for the annud series. In the preparation of the quarterly
estimates, fewer than 50 subcomponents are estimated
separately; in the preparation of the annua estimates,
approximately 500 subcomponents are estimated.

The quarterly estimates are presented seasonally ad-
justed a annua rates! After seasonal adjustment,
cyclical and other short-term changes in the States
economies stand out more clearly. The quarterly esti-
mates are presented at annual rates so that the quarterly
and the annual estimates may easily be compared. For
some components, the quarterly source data used to pre-
pare the estimates are seasonally adjusted at the detailed
serieslevel when statistical ly significant seasonal patterns
are present in the data. For other components, typically
those that are insensitive to short-term changes in State-
level economic conditions, the seasonally adjusted State
estimates are derived from the seasonally adjusted na-
tiona estimates and from the trend in the annua State
estimates.”

State-level source data and methods

Quarterly source datafor many components of State per-
sonal income are either unavailable or are lessreliable or
comprehensive than the annua data.

Theestimatesfor the quarters of yearsfor which annual
estimates have been prepared are interpolated from the
annual estimates; the estimates for the quarters of the
year or years for which annual estimates have not yet
been prepared—the*“preliminary” and “ second quarterly”
estimates—are extrapolated from the most recent annual
estimates.®

1. See “Seasonal adjustment” and “Annual rates’ in the“ Glossary.”

2. For personal interest income, for example, the quarterly fluctuations
mainly result from changesin interest rates, which do not vary greatly among
the States.

3. Two interpolation techniques are used: One uses seasonally adjusted
monthly or quarterly source data as the indicator series, and the other uses an
indicator seriesgenerated from thetimetrend in annual estimates. For thelatter

technique, theindicators are derived from aregression analysisthat relatesthe
annual estimates for the State to the corresponding national estimates and to

The quarterly estimates and the annual estimates are
revised on aregular schedule to incorporate source data
that are more complete, more detailed, or otherwise more
appropriate than the data that were available when the
estimateswere initialy prepared.*

The“preiminary” quarterly estimatesfor aquarter are
prepared 4 months after the end of the quarter. The “sec-
ond” estimatesfor thequarter are prepared 3 monthsl ater.
The second estimates for the quarters of a year, aong
withthe“revised” quarterly estimatesfor the preceding 2
years, are revised in October of the following year and in
the following April, so that they will be consistent with
therevised annual estimates. (Seetable | andaso*” Prepa
ration and revision schedules” in the “Introduction.”) In

timefor a7-year period. For thelatest 3 years, regression analysisfor thelatest
7-year period is used; for each of the earlier years, regression analysisfor the
7-year period centered on that year is used. The regression equationis

Yi=a+bYj+cT+dT?

where Y¢ and Y[f, are the State and the national estimates for each year t, T
istheordinal for theyears1through7, anda, b, ¢, andd arethe constant and
the coefficients derived from the regression analysis. The State indicators for
each quarter are generated by solving the regression equationwith the quarterly
national control and the corresponding time period, which is represented by a
fractional division of the annual ordinal series.

Two extrapolation techniques are used: One uses the seasonally adjusted
monthly or quarterly source data as the indicator series, and the other uses the
past trendsin the annual seriesby solving theregression equation calculated for
thelast 7 years of the annual serieswith the quarterly national control total and
the corresponding time period, which is represented by a fractional extension
of theannual ordinal series.

4. See “Avallability of the State and local area estimates’ in the
“Introduction.”

Table |.—Preparation and Revision Schedule for
Quarterly State Personal Income

Estimates prepared in year n+1
Preliminary Second Revised
January Third quarter Second quarter
Year n Year n
April Fourth quarter Third quarter All quarters
Year n Year n Years n-3
through n-1
July First quarter Fourth quarter
Year n+1 Year n
October Second quarter First quarter All quarters
Year n+1 Year n+1 Years n-2
through n
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addition, the second estimates for some quarters may be
revised one or more times before the detailed annual es-
timates are available. However, the quarterly estimates
for ayear are not classified as “revised” until they have
been adjusted for consistency with annual estimates for
that year.®

The preliminary, second, and revised quarterly es-
timates are prepared in three steps. First, quarterly
indicator seriesareprepared for the componentsfor which
State-level quarterly or monthly source dataare avail able.
Second, initia approximations of the quarterly estimates
are prepared by interpolating and extrapolating the an-
nua estimates with the indicator series or according to
the trend in the annual estimates (see footnote 2). Third,
theinitial approximationsare used to all ocate the national
control totalsto States.

Preliminary and second quarterly estimates. The
preliminary and second State quarterly estimates are pre-
pared with the indicator series shown in tableJ. Little
direct source data are available for the preliminary State
quarterly estimates. However, the estimates of most of
the components of wages and salaries, other labor in-
come, and personal contributionsfor social insurance are
derived from monthly survey datathat are related to the
components. More pertinent data, from administrative
records, are used for the second quarterly estimates of
these components. Most of the survey dataare seasonaly
adjusted by the source agency, theBureau of Labor Statis-
tics. The administrative records data used to prepare the
estimates of these componentsare seasonally adjusted by
BEA.

The second State quarterly estimates of components
that account for about 56 percent of personal income are
based on quarterly administrative-record data for income
payments, and the second estimates of components that
account for about 7 percent of personal incomearederived
from monthly or quarterly data that are related to the
payments.

Both the preliminary and the second quarterly estimates
of components that account for about 37 percent of per-
sonal income are derived from the trends in the annual
State estimates, because monthly or quarterly source data
are unavailable.

Revised quarterly estimates. After the second quarterly
estimates are prepared, little new State-level quarterly
source data become available. Therefore, the initia
approximations of the revised quarterly estimates incor-
porate quarterly source data that are generally the same

5. For additional information, see Robert L. Brown and James P. Stehle,
“Evaluation of the State Persona Income Estimates,” SURVEY oF CURRENT
Business 70 (December 1990): 20-29.
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as the data used for the second quarterly estimates. The
revised estimates differ from the second estimatesmainly
in their adjustment for consistency with revised national
guarterly estimates and State annual estimates.

The revised quarterly estimates are prepared with the
dua alocation procedure.® First, the State annual es-
timates for the component are alocated to quarters in
proportion to the initial approximations, and second, the
quarterly national control totals are alocated to States in
proportion the output of thefirst step.

Control totalsfor the quarterly estimates

The quarterly national control totals are mainly derived
from the estimates of persona income in the national
income and product accounts (NIPA's). The control to-
tals for most components of State personal income are
consistent with the NI PA estimates of these components.’

The national control totals for the years for which
detailed annual State estimates have been prepared are
derived from the interpolation of the nationa control to-
tals of the revised annua State estimates; the quarterly
NIPA estimates are used as the indicator series for the
interpolation. For most components of personal income,
the control totals for the fourth quarter of the last year in
the revised annual series are then extrapol ated to the sub-
sequent quarter or quarters in proportion to the quarterly
NIPA estimates.

In April, however, source data for wages and salaries
and farm proprietors income that were not available
when the NIPA estimates were prepared are sometimes
used in the preparation of the control totals for the State
estimates of wages and saaries and farm proprietors
income.®

Control totalsfor the quarterly estimates of wages and
salaries. Each April, the following BEA estimates of
wage and salary disbursements for the most recent year
are compared: The annual NIPA estimates, which are
based primarily on monthly national datafrom the current
employment statistics(CES) survey conducted by the Bu-
reau of Labor Statistics (BLS), and an aternative annual
estimate that is based primarily on BLS tabulations of
wages and salaries of employees covered by unemploy-

6. See“Dual allocation” in the “Technical Notes.”

7. The estimates of personal incomein the NIPA's differ from the national
totals of State personal income because of differences in coverage, in the
methodologies used to produce the estimates, and in the timing of the avail-
ability of the source data. See “Differencesin definitions and classifications”
in the introduction to “ The Sources and M ethodsfor the Annual Estimates.”

8. The difference in the availability of the data for the estimates of wages
and salariesis especially important becausethe revision to the national control
totalsof wagesand salariesthat are used in the preparation of the State estimates
of wages and salariesin April sometimes foreshadows the direction and size
of therevision to the NIPA estimatesin July.



STATE PERSONAL INCOME, 192997

M-41

Table J.—Sources and Methods for the Quarterly and Annual Estimates of State Personal Income

Components of personal income

Extrapolators for preliminary quarterly
estimates

Extrapolators for second quarterly
estimates and interpolators for
revised quarterly estimates*

Latest annual estimates

Wage and salary disbursements by in-
dustry: 2
Farms ...

Agricultural services, forestry, fishing,
and other.

CONSLIUCHON ..o
Manufacturing:
Nondurable goods ..........cccceeeerueennee.

Durable goods ........ccccceeverieeeiennnnn.

Transportation and public utilities:
Excluding railroads .............cccceueenee.
Railroads

Wholesale trade
Retail trade
Finance, insurance, and real estate
Services

Federal civilian
Federal military:
Active duty

Reserves
State and local government

Other labor income 2

Proprietors’ income: 2
Farm proprietors’ income

Nonfarm proprietors’ income:
Construction

All other industries ..
Personal dividend income .
Personal interest income
Rental income of persons

Transfer payments:
Ul benefits

All other

Personal contributions for social insur-
ance.

Addendum:
Residence adjustment®

Trend extrapolation® ...........cccceevveennns

Trend extrapolation

Monthly employment from the Current
Empsloyment Statistics (CES) sur-
vey S,

CES monthly employment ...................
CES monthly data for employment and
for average weekly hours and aver-
age hourly earnings for production

and nonsupervisory workers.

CES monthly data for employment and
for average weekly hours and aver-
age hourly earnings for production
workers.

CES monthly employment ..................

Quarterly national payrolls from the
Department of Transportation and
annual State employment from the
Railroad Retirement Board (RRB).

CES monthly employment

CES monthly employment ..

CES monthly employment ..

CES monthly employment

CES monthly employment ..................
Number of personnel and average pay
by service from the Department of

Defense (DOD) and payroll data
from the Coast Guard.
Trend extrapolation
CES monthly employment .

Estimates of wages and salaries by in-
dustry 7.

USDA estimates of farm cash receipts
and trend extrapolation.

Estimates of construction wages and
salaries 8.

Trend extrapolation .
Trend extrapolation
Trend extrapolation
Trend extrapolation

Ul benefits from the Employment and
Training Administration (ETA).
Trend extrapolation

Sum of the estimates of wages and
salaries for all industries ”.

Estimates of wages and salaries by in-
dustry.

Trend extrapolation® ...........ccccoevveenns

Quarterly ES-202 wages and salaries #

Quarterly ES-202

Quarterly ES-202

Quarterly ES-202

Quarterly ES-202

Quarterly ES-202
Department of Transportation and
RRB data.

Quarterly ES-202
Quarterly ES-202 ...
Quarterly ES-202 ...
Quarterly ES-202

CES monthly employment data ...........

DOD number of personnel and aver-
age pay and Coast Guard payroll
data.

Trend extrapolation ...
Quarterly ES-202 ...

Estimates of wages and salaries by in-
dustry 7.

USDA estimates of farm cash receipts
and trend extrapolation.

Estimates of construction wages and
salaries 8.

Trend extrapolation ...
Trend extrapolation ...
Trend extrapolation
Trend extrapolation

ETA Ul benefits

Trend extrapolation

Sum of the estimates of wages and
salaries for all industries ”.

Estimates of wages and salaries by in-
dustry.

U.S. Department of Agriculture
(USDA) estimates of farm labor ex-
penses

Annual ES-202 wages and salaries
and USDA estimates of farm labor
expenses

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries
Annual State payrolls from the RRB

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries

Annual ES-202 wages and salaries,
data from County Business Patterns
(CBP), and Census Bureau popu-
lation data ®

Annual ES-202 wages and salaries

DOD and Coast Guard data

DOD payroll outlay data
Annual ES-202 wages and salaries

Estimates of wages and salaries by in-
dustry; supplemented by data from
A.M. Best Company, the Social Se-
curity Administration, and other
agencies”

USDA annual estimates of farm gross
income and expenses

IRS gross receipts and net profits of
proprietorships and partnerships and
CBP number of small establish-
ments

IRS and CBP data

IRS data
IRS data
IRS and Census Bureau data

ETA Ul benefits

Data from SSA, Health Care Financing
Administration (HCFA), Census Bu-
reau, Department of Veterans Af-
fairs (DVA), and other agencies

Estimates of wages and salaries for
the contributions by most employ-
ees; SSA, HCFA, Census Bureau,
and DVA data for contributions by
others

Estimates of wages and salaries by in-
dustry and Census Bureau and IRS
data

1. The data used for the extrapolation of the second quarterly estimates are also used to
interpolate the revised annual estimates to quarters in the preparation of the revised quarterly

estimates.

2. The quarterly estimates of wages and salaries, other labor income, and proprietors’ in-
come are prepared at the SIC division level, and the annual estimates are prepared at the

SIC two-digit level.

3. The trend extrapolation is based on the relationship between the annual State estimates

and the annual national estimates.

4. Tabulations of wages and salaries from the Bureau of Labor Statistics (BLS); the wages
are reported on employers’ unemployment insurance contributions reports to the State em-
ployment security agencies, which report the data, classified by county and by industry, to

BLS on form ES-202.

5. The Current Employment Statistics (CES) survey is conducted monthly by the State em-
ployment security agencies using form BLS 790; the CES program is coordinated by the Bu-
reau of Labor Statistics, which publishes the data in Employment and Earnings.

6. County Business Patterns is published annually by the Census Bureau.

7. The use of the estimates of wages and salaries in the estimation of quarterly and annual
other labor income and personal contributions for social insurance incorporates the State rel-
ative changes and distributions of the source data used for wages and salaries into the esti-
mates for the other components, for which more direct source data are unavailable.

8. For the quarterly estimates of proprietors’ income in the construction industry, the quar-
terly relative changes in the estimates of wages and salaries are used instead of the annual
trends in proprietors’ income because the annual trend does not capture well the rapid and
irregular fluctuations in the activity of this industry.

9. The residence adjustment is not a component of personal income.
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ment insurance for the first three quarters and on a BEA
estimate for the fourth quarter.® If the two series for the
sum of al industries do not differ significantly, the NIPA
estimates of wage and salary disbursements are used to
prepare the control totals for the State estimates. If the
two series do differ significantly, the national control to-
tals are derived for each industry using the aternative
annual estimates.

Control totals for the quarterly estimates of farm pro-
prietors income. Each April, the annual national total
for farm proprietors income for the previous year incor-
porates newly available annual State data from the U.S.
Department of Agriculture (USDA). The NIPA estimates
are used as the indicator series in the derivation of the
quarterly control totals.

Sources and methods for three components and for
the residence adjustment

The specific methods used to prepare the quarterly State
estimates of three components of personal income—wage
and saary disbursements, farm proprietors' income, and
transfer payments—and for the estimates of theresidence
adjustment are described in this section.

Wage and salary disbursements. The preliminary quar-
terly State estimates of wages and saaries for most
industries at the Standard Industrial Classification divi-
sion level are extrapolated from the estimates for the
previous quarter by State data for employment from the
CES. The preliminary estimates for durable goods man-
ufacturing and for nondurable goods manufacturing are
extrapolated from the estimates for the previous quarter
by the product of the CES State datafor total employment
and production workers' hours and earnings.

The second quarterly estimates for these industriesin-
corporate the State payroll data (known as ES-202 data)
that are compiled in the administration of the State unem-
ployment insurancesystem. Thesedataareasubstantially
better sourcefor the State estimatesthan the CES data, so
the incorporation of these data accounts for the most im-
portant differences between the preliminary estimatesand
the second estimates of quarterly State persona income.

For the wage and salary disbursements of farms and
the military reserves, both the preliminary and the second

9. The CES survey collects data for the total number of jobs and for
the average weekly hours and average hourly earnings of production and
nonsupervisory workers. This survey of nearly 400,000 nonagricultural es-
tablishments is conducted by the State employment security agencies and
coordinated by BLS.

The data are collected on form BLS 790 for the pay period that includes
the 12th day of the month; the data are released 1 week after the end of the
month and are reconciled annually with the ES-202 data. The datafor average

hourly earnings exclude bonus paymentsand several other forms of wagesand
salaries.
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guarterly estimates are based on trend extrapol ation from
the annual estimates.

For thewage and salary disbursementsof railroads and
of the Federa government, both the preliminary and the
second quarterly estimates are extrapol ated from the pre-
vious quarter by employment data. For railroads and for
most of the active duty military services, average wage
dataare aso used (see table J).

Farm proprietors’ income. Thequarterly State estimates
of farm proprietors' income are prepared in three parts:
Farm subsidies; specia adjustments for unusual occur-
rences, such as natura disasters; and farm proprietors
income excluding the subsidies and the adjustments.

The estimates of the subsidies are based on trend in-
terpolation and extrapolation of the annual estimates.
The estimates of the adjustments are based on State-
level information from the USDA. The estimates of
farm proprietors’ income excluding the subsidiesand the
adjustments are interpolated and extrapolated from the
annual estimatesby USDA dataon cash receiptsfrom the
sale of farm products. For the revised State quarterly es-
timates prepared in October, revised USDA cash receipts
data replace the quarterly data that were used to prepare
the preliminary and second quarterly estimates.

Transfer payments. The quarterly estimates of transfer
payments are prepared as the sum of the State unem-
ployment insurance (UI) benefits and of all other transfer
payments. Thequarterly estimatesof State Ul benefitsare
interpolated and extrapolated from the annual estimates
by State-level datafor the benefits from the Employment
and Training Administration of the Department of Labor.
The quarterly estimates for all other transfer payments
are based on trend interpolation and extrapolation of the
annual estimates.

Residence adjustment. The quarterly State estimates of
the residence adjustment are calculated by summing es-
timates of the interstate gross flows: The outflows from
each State are subtracted from the inflows to the State.*”
The quarterly State estimates of theinterstate grossflows
are derived from the gross flows of interstate commuters
wages and salaries, other [abor income, and personal con-
tributionsfor social insurance that were calculated in the
derivation of the annua State estimates. Each annua
gross flow is interpolated and extrapolated to quarters
by the quarterly estimates of the corresponding income
component for the State of work.

10. Each grossflow isan inflow to the State of the residence and an outflow
from the State of work.
For the methodology for the annual estimates, see the section “Residence
Adjustments.”



Technical Notes

Disclosure-avoidance procedures

Like other statistical agencies, the Bureau of Economic
Analysis(BEA) islegally required to safeguard the confi-
dentiality of the information that it receives. In addition,
like other agencies, it must balance its responsibility to
avoid disclosing confidential information with its respon-
sibility to release and to publish as much information as
possible. It balances these responsibilities by present-
ing the estimates for regions, States, and local areas only
at the Standard Industrial Classification (SIC) two-digit
level, eventhoughit receives source data at the SIC three-
and four-digit levels.

Most of the data series that BEA receives from other
agencies are not confidential. The agencies summarize
these data to aggregate totals by program and by State
or county, so that each record, or data cell, contains data
for enough individuals or establishments to preclude the
identification of the data for a specific individual or es-
tablishment and, therefore, to preclude the disclosure of
confidential information.*

However, the ES-202 tabulations that BEA receives
fromthe Bureau of L abor Statistics(BL S) includerecords
that would disclose confidential information. The con-
fidentia information on wages and salaries for some
business firms is identifiable from the State and county
estimates of wages and salaries at the SIC two-digit level
that are derived from the ES-202 data.”

To prevent either the direct or the indirect disclosure
of the confidential information, BEA uses the following
procedures.

Initialy, two types of direct, or primary, disclosures
of wages and sal aries—number-of-firms disclosures and
dominant-firms disclosures—are identified.®> Both types
of primary disclosuresareidentified based oninformation
at the SIC two-digit level provided by BLS, which identi-

1. For alist of some of the agenciesthat provide datato BEA, see“ Sources
of the data”’ in the introduction to “The Sources and Methods for the Annual
Estimates.”

2. For specific information, see “Wage and Salary Disbursements.”

3. A number-of-firms disclosure results when the datafor afirm are iden-
tifiable because these data are in a cell that contains data for fewer than three
firms.

A dominant-establishment disclosure results when the data for a firm are
identifiable because these data account for 80 percent or more of the total data
inthe cell.

fieseach Stateand county cell containing adominant-firm
disclosure and reports the number of firms for each
cel. All of the number-of-firms disclosures and the
dominant-establishment disclosures are identified in the
primary-wage-disclosurefile.

After the primary disclosures of wages and salariesin
the State or county estimates have been identified, the
estimates of wages and sa aries, other labor income, and
proprietors income for each SIC two-digit industry are
systematicaly “rolled up,” or summed, to produce afile
of the estimates of the total earnings by industry. Then
the total earnings file and the primary-wage-disclosure
file are analyzed in a dominant-cell suppression test in
order to identify which estimates of earnings should be
suppressed because the estimate of total earnings does
not concea a primary wage disclosure. In this test,
if a wage and sdary disclosure exists for an industry
in a State or county and if the wages and saaries ac-
count for more than a specified percentage of the tota
earnings, then a primary earnings disclosure exists. All
of the primary earnings disclosures are identified in the
primary-earnings-disclosurefile. All of these disclosures
are suppressed in the State and county estimates of total
earnings that are rel eased.

The primary-earnings-disclosure file is also used to
identify “secondary” and “complementary” disclosures
that are possible because BEA releases summations of
the earnings estimates by industry and area; these sum-
mations include the estimates of earnings for regions
and States at the SIC two-digit and industry-division
levels and the estimates for counties at the SIC industry-
division level.> In order to determine which estimates

4. Quarterly employment and wage data for each covered establishment
and firm that are reported to, and assembled by, the State employment security
agenciesareused by BLSto derivethedisclosureinformation. BLS determines
the disclosuresfor the State-level dataand for the county-level data but not for
the State and county dataset asawhole. If adisclosureexistsfor acell for any
quarter of agiven year, BEA treats the wage estimate for the cell for that year
asadisclosure.

5. A secondary disclosureresults from the derivation of the primary disclo-
sure of the county estimate of earnings for an SIC two-digit industry from the
estimate of earnings for the SIC industry division and from the estimates for
the other two-digit industriesin the division. In order to prevent the secondary
disclosure, the State or county estimate of earnings for another SIC two-digit
industry is suppressed.

A complementary disclosure results from the derivation of the primary
disclosureof the county estimate of earningsfor an SIC two-digit industry from
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should be suppressed, the total earnings file and the
primary-earnings-disclosure file are used to prepare a
multidimensional matrix. This matrix is tested, and the
estimates that should be suppressed are selected.®

The priority of the selection is to maximize the infor-
mation that is released at the national and regiond level.
For example, theestimatesfor the Statesin aregion rather
than the estimate for the region will be suppressed, and
the estimates for the counties in a State rather than the
State estimate will be suppressed. Further, the estimate
for an industry at the SIC two-digit level rather than the
estimatefor theindustry at the SIC industry-divisionlevel
will be suppressed.

Dual allocation

The dua alocation procedure is used to alocate a data
series by State and by industry simultaneously to a set of
national control totals for the industries and to a set of
all-industry control totals for the States. It is aso used
in the estimation of quarterly state personal income to
alocate a quarterly data series by State simultaneously
to nationa control totals by quarter and to State annual
control totals.

In a dua alocation, the two sets of control totals are
placed in a matrix, with the national control totals as
the column totals and the State control totals as the row
totals. Theallocating seriesisplacedinthesamematrix to
serve asthe set of eements. These elements are adjusted
aternately by allocation to sum first to the column totals
and then to the row totals; the procedure is completed by
an allocation of the column totals.

Employment

The BEA employment series for States and local areas
comprisesestimates of thenumber of jobs—full-timejobs
and part-timejobs—by place of work. Full-timeand part-
time jobs are counted at equal weight. Both employment
for wages and sdaries and proprietors employment are
included, but the employment of unpaid family workers
and volunteersis not included. Proprietors’ employment
consists of the number of sole proprietorships and the
number of partnersin partnerships. The description “by
place of work” applies to the wage and salary portion
of the series and, with relatively little error, to the entire
series. Theproprietors’ employment portion of the series,

the State estimate of earnings for the industry and from the estimates for the
other countiesin the State. In order to prevent the complementary disclosure,
the county estimate of earningsfor theindustry in another county is suppressed.

In addition, the State estimates at the SIC two-digit level and the county
estimates at the SIC industry-division level are checked for these disclosures.

6. In this test, computer programs impose a set of rules and priorities on
this matrix so that the estimates that should be suppressed are selected until
indirect disclosureisimpossible.
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however, ismore nearly by place of residence because, for
nonfarm sole proprietorships, the estimates are based on
Internal Revenue Service tax datathat reflect the address
from which the proprietor’s individual tax return isfiled,
whichisusually the proprietor’s residence. The nonfarm
partnership portion of the proprietors’ employment series
reflects the tax-filing address of the partnership, which
may be either the residence of one of the partners or the
business address of the partnership.

The employment estimates are designed to be consis-
tent with the estimates of wage and sdary disbursements
and proprietors income that are part of the personal
income series. The employment estimates are based
on the same sets of source data as the correspond-
ing earnings estimates and are prepared with parallée
methodologies. Two forms of proprietors income—
the income of limited partnerships and the income
of tax-exempt cooperatives—have no corresponding
employment estimates.

Imputation

Imputations are added to personal income and to other
measures in the national income and product accounts
(NIPA’s) so that acomprehensive account of total produc-
tion and its distribution can be presented. The imputed
transactions included in the NIPA's are a limited set of
exceptions to the principle that the NIPA's reflect market
transactions in goods and services. In order to keep the
NIPA measuresinvariant to how certain activitiesare car-
ried out, imputations are made to place a market value
on certain transactions that do not occur or that are not
observable in the market economy. In addition, some
market transactions are reconstructed to provide arepre-
sentation of the activity that is more appropriate for the
NIPA’'s. Both a measure of the production and the in-
comes associated with that production are imputed. The
imputations described here are those that affect personal
income.’

Specificaly, six imputations are included in the es-
timates of persona income: Imputed pay-in-kind,
employer-paid health and lifeinsurance premiums, the net
rental val ueof owner-occupied farm and nonfarm housing
and the value of food and fuel produced and consumed
on farms, the net rental value of owner-occupied nonfarm
housing, the net margins on owner-built housing, and the
imputed interest paid by financial intermediaries. These
imputations accounted for about 8 percent of personal
income at the national level in 1997.

Imputed pay-in-kind is added to the estimates of wages
and salaries so that al the earnings of employees who

7. See table8.19, “Imputations in the National Income and Product
Accounts,” SURVEY 77 (August 1997): 145.
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receive part of their wagesin pay-in-kindwill beincluded
in personal income. This imputation is an estimate of
the value of the food, lodging, clothing, and other goods
and services that are received by employees from their
employers as full payment or as partial payment for their
services. For additional information, see “ Pay-in-kind.”

The net rental value of owner-occupied farm housing
and the value of food and fuel produced and consumed on
farmsareincludedinfarm proprietors incomesothat that
measure reflects the income from al of the production of
noncorporate farms.

The net rental value of owner-occupied farm and non-
farm housing is included in farm proprietors’ income
(farm housing) and in the rental income of persons
(nonfarm housing). The imputation assumes that the
owner-occupants are in the rental business and that they
are renting the houses in which they live to themselves:
Astenants, they pay rent to thelandlords (that is, to them-
selves); as landlords, they collect rent from their tenants
(that is, from themselves), they incur expenses, and they
may have a profit or alossfrom the rental business.

The net margins on owner-built housing is included in
proprietors income, classified in the construction indus-
try. It isthe imputed net income of individuals from the
management of the construction or renovation of their
owndwellingsandisincludedinthemeasureof theoutput
of structures.

The imputed interest income paid by financial inter-
mediaries, whichisincluded in persona interest income,
is received by persons from depository institutions, that
is, from commercia banks, mutual savings banks, sav-
ings and loan associations, credit unions, and regul ated
investment companies. It is an estimate of the value of
the services (such as checking and record keeping) that
these institutions provide to persons without an explicit
charge.

Another portion of personal interestincomeisclassified
asimputed interest. Thisisan estimate of the investment
income that is earned on the financia reserves of lifein-
surance carriers and of private noninsured pension plans.
Thisinvestment incomeis attributed to the policyholders
or the pension beneficiaries in order to include it in per-
sona saving, not in business saving, and it is attributed
when the income is earned rather than when it is dis-
tributed. In 1997, this imputation of investment income
accounted for about 3.6 percent of persona incomeat the
national level.

Industry classification

For the private sector, the Standard Industria Classifica-
tion (SIC) provided by the Office of Management and
Budget is used for the classification of the estimates of
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wage and salary disbursements, other labor income, and
proprietors’ income by establishmentindustry. The San-
dard Industrial Classification Manual, 1967 is used for
the classification of the estimates for 196974, and the
1972 Manual is used for the classification of the esti-
mates for 1975-87. The 1987 Manual is used for the
classification of the estimates for 1988-96.°

For the public sector, the estimates of wages and
salaries and other 1abor income are classified by level of
government—Federal, State, and local—not according to
the SIC. The estimates for the Federal Government are
subclassified into civilian and military.

I nter polation and extrapolation

Interpolation and extrapolation are used to prepare the
first approximations of the State estimates of some of the
components of personal income for the years in which
direct source data are unavailable. Both procedures use
the data for these components for benchmark years—
the years for which the best data are available—and
both frequently use other data that are related to the
benchmark-year datafor the components.

Interpol ationisused to derive thefirst approximation of
the estimatesfor years that are between benchmark years.
For example, if datafor wages and salaries for an indus-
try were available only from the decennia censuses of
population but employment data were available annually
from another source, the first approximations of wages
and salaries for 1981-89 are interpolated from the State
datafor wages and saaries 1980 and for 1990, the 2 cen-
sus benchmark years, and from the data for employment
for 1980-90.

Extrapolationis used to derive the first approximations
for the years that are beyond the most recent bench-
mark year. For example, the first approximations of
wages for 1991-97 might be extrapolated from the cen-
sus benchmark data for 1990 and from the employment
data for 1990-97. The estimates based on extrapolation
are usually superseded by revised estimates when bench-
mark data become available for amore current year. For
the preceding example, the estimates for 1991-97 (and
the estimates prepared subsequently for 1998-99) would
be superseded by estimates based on interpolation when
census benchmark data became available for 2000.

Both interpolation and extrapolation are illustrated in
the following examples. In the first two examples, in-
terpolation is used to derive the first approximations of
wages and salaries for an industry in States A, B, and

8. Executive Office of the President, Office of Management and Budget,
Stetistical Policy Division, Standard Industrial Classification Manual, 1967
(Washington, DC: U.S. Government Printing Office (GPO), 1967); Manual,
1972 (GPO, 1972); Manual, 1987 (GPO, 1987).



M—46

C for the years 2 and 3 that are between the benchmark
years 1 and 4. In the third example, extrapolationis used
to derive the approximations for year 5.

Inthefirst example, “ straight-lineinterpol ation” isused
to derive the first approximationsfor years 2 and 3 from
the State datafor the benchmark years 1 and 4.° Thefirst
approximations for year 2 equals the amount for year 1
plus one-third of the increase from year 1 to year 4; the
preliminary estimatefor year 3 equal sthe amount for year
1 plustwo-thirds of the increase.

Wages and salaries in thousands of dollars

STATE PERSONAL INCOME, 192997

Employment and average wages

Year 1 Year 4
Average Average
Employment wages Employment wages
in dollars in dollars
State A .. 4 7,000 4 11,500
State B .. 6 5,667 10 6,200
State C .. 11 6,727 10 9,400

Second, straight-lineinterpolation is used to derive the

average wages for years 2 and 3 from the average wages

Year 1 Year 2 Year 3 Year 4
(benchmark) (interpolation) (interpolation) (benchmark)
State A .. 28 34 40 46
State B .. 34 43 53 62
State C .. 74 81 87 94

In the second exampl e, interpolation with arelated se-

ries of data, the indicator series, isused to derive thefirst
approximations for years 2 and 3 from the benchmark
datafor years 1 and 4 and fromtheindicator seriesfor al 4
years. The datafor wages and salaries are the benchmark
data, the employment data are the indicator series, and
the average wages (computed as wages and salaries di-
vided by employment) are theinterpolationratios.’® This
method of interpolationisillustrated in three steps.

First, theaverage wages of the employeesinanindustry
for years 1 and 4 are caculated from data for wages
and sdaries and data for employment for those years.
The wages for each year are divided by the number of
employees for the year to yield the average wages of the
employees.

9. Straight-line interpolation assumes that the magnitude of the annual
change is the same in each year in the interpolated time series, subject to
modification by the adjustment to the national control totals. Straight-line
interpolation is used as the default option, when no annual source data related
to theincome series are available.

10. Using an indicator series for interpolation between 2 benchmark years
assumes that any change in the relationship between the data for the income
component for the benchmark years and the data from the indicator series for
thebenchmark yearsoccursuniformly overtime. Thisrelationshipisembodied
in the interpolation ratios, which in this example are the average wages.

For this procedure, straight-line interpolation of the benchmark-year in-
terpolation ratios is used to calculate the ratios for the intervening years. A
benchmark-year interpolation ratio is the ratio of the datum for an income
component for the benchmark year to the datum for the same year from the
annual indicator series. The interpolation ratios for the intervening years are
multiplied by the data for those years from the indicator series to yield the
interpolated series for those years.

for years 1 and 4.

Average wages in dollars

Year 1 Year 2 Year 3 Year 4

(benchmark) (interpolation) (interpolation) (benchmark)
State A .. 7,000 8,500 10,000 11,500
State B .. 5,667 5,845 6,022 6,200
State C .. 6,727 7,618 8,509 9,400

Third, the interpol ated average wages for each year are
multiplied by the employment data for each year to yield
thefirst approximations.

Employment and wage approximations

Year 2 Year 3
Wages Wages
Employment in thousands Employment in thousands
of dollars of dollars
State A .. 5 43 4 40
State B .. 7 41 9 54
State C .. 10 76 9 77

In the third example, extrapolation with an indicator
seriesis used to derive thefirst approximations of wages
for year 5fromtheaveragewagesfor year 4—used hereas
the extrapolation ratios—and employment data for year
5.1 Theaverage wagesare multiplied by the employment
datato yield thefirst approximations of wagesfor year 5.

11. Using anindicator series for extrapolation assumesthat the relationship
between the data for the income component for the latest benchmark year
and the data from the indicator series for that year remains unchanged in the
subsequent years.
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First approximations of wages for year 5

Year 4 Year 5
Average Wages
wages Employment in thousands
in dollars of dollars
State A ..... 11,500 5 58
StateB ..... 6,200 12 74
StateC ..... 9,400 9 85

After interpolation or extrapolation is used to calculate
thefirst approximations of acomponent of State personal
income, the approximations are adjusted by allocation to
sum to the national estimate of the component.

Per capita personal income

This measure of income is caculated as the persona
income of the residents of a given area divided by the
resident population of the area. In computing per capita
persona income for States and counties, BEA uses the
Census Bureau’'s annual midyear population estimates.
Except for the college student and other seasonal popula-
tions, which are measured on April 1, the popul ation for
al yearsisestimated on July 1.

Per sonal income, adjusted grossincome, and money
income

The measure of personal incomethat isprepared by BEA
differs substantially from adjusted gross income (AGlI),
which is the principa measure of the income of individ-
uds that is tabulated by the Interna Revenue Service.
Personal income also differs from money income, which
is prepared by the Census Bureau.

Personal income consists of theincome of nonprofit in-
stitutions serving individuals, private noninsured welfare
funds, and private trust funds as well as of individuals,
whereas AGI consists only of the income of individuas
who file individual income tax returns. Personal income
alsoincludesemployer contributionsto private health and
pension funds, several types of imputed incomes, transfer
payments, and all of the interest received by individu-
as, whereas AGI excludes al employer contributions,
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imputed incomes, most transfer payments, and the non-
taxableinterest received by individuas. Personal income,
unlike AGI, excludes persona contributions for socia
insurance, realized capital gains and losses, and private
pensions and annuities.*

Personal income differs from money income mainly
because money income consists only of the income that
is received by individuas in cash and its equivalents.
Personal income, unlike money income, includes im-
puted income, lump-sum payments not received as part
of earnings, certain in-kind transfer payments—such as
medicaid, medicare, and food stamps—and employer
contributions to private health and pension funds. Per-
sonal income, unlike money income, excludes persona
contributions for socia insurance, income from private
pensions and annuities, and income from interpersonal
transfers, such as child support.

The State persona income measure for ayear includes
the income received by individuals living in the State
during the year. The State money income measure for a
year consistsof theincomereceived during theyear by the
individualsliving in the State on April 1 of the following
year, regardless of where they were living when they
received theincome. Theincomereceived by individuas
who died or moved abroad before April 1 of thefollowing
year isnot included in the money income measure of any
State.

Personal income for States is prepared quarterly,
and personal income for counties is prepared annually,
whereas money income for States, counties, and citiesis
prepared decennialy from the datafrom the “long-form”
sample conducted as part of the census of population.™®

12. For moreinformation, see Thae S. Park, “ Comparison of BEA Estimates
of Personal Income and IRS Estimates of Adjusted Gross Income: New Esti-
mates for 1995 and Revised Estimates for 1947-94," Survey 78 (November
1998): 13-19.

13. The most recent estimates of money income for States and counties—
those for 1989—were prepared from data from the 1990 Census of Population.
In addition, the Census Bureau has prepared estimates of median household
income for States and countiesfor 1993.

For the Nation and for the four census regions, the Census Bureau also
prepares annual estimates of money income from the data from the current
population survey.
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Allocation procedures. The alocation procedures are
used in the derivation of the estimates of State and county
personal income, because the data that are available for
many of the components of personal income at the State
and county levels may not be as comprehensive or as re-
liable as the data that are available at the national level.
The national estimate of a component is alocated to the
States in proportion to the States' shares of an economic,
or allocating, series that is a measure of the component
or that isrelated to the component that is being allocated;
the State estimates are then alocated to counties. For
example, the national estimate of personal dividend in-
come is allocated to the States—and the State estimates
are dlocated to counties—in proportion to the series for
dividendsreported by individualson their Federa income
tax returns.

For additional information, see “Allocation proce-
dures’ in the introduction to “The Sources and Methods
for the Annua Estimates.”

Annual rates. The quarterly estimates of State personal
income are presented at annua rates, which show the
value that would be registered if the seasonally adjusted
rate of activity measured for a quarter were maintained
for afull year. Annual rates are used so that periods of
different lengths—for example, quarters and years—may
be easily compared. See aso Seasonal adjustment.

BEA economic areas. A set of geographic areas, defined
interms of counties, that exhaust the area of the Nation.
See also Geographic areas.

Capital consumption adjustment (CCAdj). The CCAdj
is the difference between private consumption of fixed
capital (CFC) and private capital consumption al-
lowances. Private CFC is a charge for the using up of
private fixed capital. It is based on studies of prices of
used equipment and structuresin resale markets.* Private
capital consumption allowances consists of tax-return-
based depreciation charges for corporations and nonfarm
proprietorshipsand of historical-cost depreciation, calcu-
mer information, see Arnold J. Katz and Shelby W. Herman, “Im-
proved Estimatesof Fixed Reproducible TangibleWealth,” SURvEY oF CURRENT
BusinEss 77 (May 1997): 69-92; and Barbara M. Fraumeni, “ The Measure-

ment of Depreciation in the U.S. National Income and Product Accounts,”
SURVEY 77 (July 1997): 7-23.

lated by BEA, for farm proprietorships, rental income of
persons, and nonprofit institutions.

In personal income, CFC is used to measure
the estimates of proprietors income—both farm and
nonfarm—and of rental income of persons.

Corporate business. See Sectors and legal form of
organization.

County. Counties consist of the counties and county
equivaents, such as the parishes of Louisiana and the
boroughs and census areas of Alaska

See a'so Geographic areas.

Disclosure-avoidance procedures. See “Disclosure-
avoidance procedures’ in the “Technical Notes.”

Disposable personal income. Disposable personal in-
come is personal income less persona tax and nontax
payments. It is persona income that is available for
spending and saving.

See aso Personal income and Personal tax and
nontax payments.

Dual allocation. See“Dual allocation” inthe“ Technical
Notes.”

Earnings. Thisaggregateisthe sum of three components
of personal income—wage and salary disbursements,
other labor income, and proprietors income. BEA
presents earnings because it can be used in the analyses
of regiona economies as a proxy for the income that is
generated from participation in current production.

“Net earnings’ is also presented: This measureis cal-
culated as earnings less personal contributions for socia
insurance. Net earnings is used in the presentation of
State and local area persona income as the sum of net
earnings, transfer payments, and persona dividend in-
come, persona interest income, and rental income of
persons.

See aso Net labor earnings.

Employment. The BEA employment seriesfor Statesand
local areas comprises estimates of the number of jobs,
full-time plus part time, by place of work. Full-time and
part-time jobs are counted at equal weight. Employees,
sole proprietors, and active partners are included, but
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unpaid family workers and volunteers are not included.
See “Employment” in the “Technical Notes.”

ES-202. The source data series from the administration
of the State unemployment insurance system originating
fromemployers' quarterly contributionsreportsfiled with
the State employment security agencies. The data, which
are provided to BEA by the Bureau of Labor Statistics,
include quarterly number of establishmentsand wage and
sd ary disbursementsand monthly employment by county
and industry.
See the section “Wage and Salary Disbursements.”

Extrapolation. See “Interpolation and extrapolation” in
the “Technical Notes.”

Fiduciary. Fiduciaries are individuals or legal entities
that serve as administrators or trustees of private trust
funds (including estates) and are classified as personsin
the NIPA’s. A fiduciary is required to report the income
that the private trust fund receives on behalf of the bene-
ficiaries of the estate or trust on Internal Revenue Service
form 1041. Data from form 1041 are used in the prepa-
ration of the State estimates of personal dividend income
and personal interest income.

Geographic areas. The estimatesof persona incomeare
prepared for the following geographic areas: Counties
and county equivalents, metropolitan areas, BEA eco-
nomic areas, States, and regions. County equivalents
consist of the District of Columbia, the boroughs and
census areas of Alaska, the parishes of Louisiana, and
the independent cities of Maryland, Missouri, Nevada,
and Virginia. The following areas are combined with
those for adjacent counties: Kalawao County, Hawaii;
the Montana portion of Yellowstone National Park; and
the small independent cities of Virginia, generally those
with fewer than 100,000 residents.

The metropolitan areas are aggregations of the coun-
ties. Themetropolitan areadefinitionsarethoseissued for
Federa statistical purposes by the Office of Management
and Budget.? Metropolitan areas consist of metropoli-
tan statistical areas, consolidated metropolitan statistical
areas, primary metropolitan statistical areas, and New
England county metropolitan aress.

Each of the BEA economic areas consists of one or
more economic hodes—usually metropolitan areas—and
the surrounding counties that are economically related to

2. For the New England region, OMB’s preferred definitions of the
metropolitan areas are in terms of cities and towns, but the available data for
cities and towns are not sufficient to prepare estimates of personal income.

Thelist of the metropolitan areas and their constituent counties and county
equivalents is available on BEA's Web site at <www.bea.doc.gov> and from
the National Technical Information Service (703—487-4650, accession no.
PB98-146160).
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the node.® These economic areas encompass all counties
and county equivalentsin the Nation.

Estimates are prepared for al States and for the Dis-
trict of Columbia. In addition, the State estimates are
aggregated to prepare the estimates for the following
eight regions: Far West, Great Lakes, Mideast, New
England, Plains, Rocky Mountain, Southeast, and South-
west. Theregiona classifications, which were devel oped
in the mid-1950's, are based on the homogeneity of the
States in terms of economic characteristics, such as the
industrial composition of the labor force, and in terms of
demographic, social, and cultural characteristics.*

In addition, estimates can be prepared for any area that
can be defined either in terms of counties and county
equivalents or in terms of States.

Government enterprise. See Sectors and legal form of
organization.

I ncome subject to adjustment. See Net labor earnings.

Imputation. The imputations place a market value on
certain transactions that do not occur in the market econ-
omy or that are not observable in its records. They are
included in personal income and in other NIPA aggre-
gatesin most cases to keep the NIPA aggregatesinvariant
to how certain activities are carried out.

See “Imputation” in the “ Technical Notes.”

Interpolation. See “Interpolation and extrapolation” in
the “Technical Notes”

I nventory valuation adjustment (1VA). This adjustment
ismade in the estimation of nonfarm proprietors’ income
to reflect the difference between the cost of inventory
withdrawals as valued in the source data used to de-
termine profits and the cost of withdrawals valued at
replacement cost. It is needed because inventories as
reported in the source data are often charged to cost of
sdes (that is, withdrawn) at their acquisition (historical)
cost rather than at their replacement cost (the concept un-
derlying the NIPA’s). As prices change, companies that
valueinventory withdrawal s at acquisition cost may real-
izeprofitsor losses. Inventory profits, acapital-gains-like
element in profits, result from an increase in inventory
prices, and inventory losses, a capital-loss-like element
in profits, result from a decrease in inventory prices. In-
ventory profits or losses equa the IVA with the sign

3. For a description of the economic areas and the methodology used to
define them, see Kenneth P. Johnson, “Redefinition of the BEA Economic
Areas,” SURVEY 75 (February 1995): 75-81. This article and a list of the
economic areas are available on BEA's Web site.

4. For a brief description of the regional classification of States used by
BEA, see U.S. Department of Commerce, Bureau of the Census, Geographic

Areas Reference Manual (Washington, DC: U.S. Government Printing Office,
November 1994): 6-18—6-19.
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reversed. No adjustment is heeded to farm proprietors's
income because inventories reported in the source data
are measured on acurrent-market basisthat approximates
current-replacement cost.

Net labor earnings. This aggregate is the sum of wage
and salary disbursementsand other labor incomeless per-
sona contributions for socia insurance by employees.
This measure and a slightly modified version—termed
“income subject to adjustment”—are used in the resi-
dence adjustment procedure for both the annual and the
quarterly estimates of State persona income and for the
annual county estimates.
See dso Earnings.

Local areas. Loca areas consist of metropolitan ar-
eas, of BEA economic areas, and of counties and county
equivaents.

See also Geographic areas.

Metropolitan areas. Metropolitan areas are defined for
Federa statistical purposes by the Office of Management
and Budget. Generaly, they are defined in terms of
counties.

See also Geographic areas.

Other labor income. This component of personal in-
come consists of employer payments to private pension
and profit-sharing plans, private group health and life
insurance plans, privately administered workers com-
pensation plans, and supplemental unemployment benefit
plans; of corporate directors fees; and of several other
minor categories, including judicial fees to jurors and
witnesses, compensation of prison inmates, and marriage
feesto justices of the peace.

Other private business. See Sectors and legal form of
organization.

Partnership. A partnershipisan unincorporated business
association of two or more partners.
See aso Sectors and legal form of organization.

Pay-in-kind. Pay-in-kind is an imputed component of
wage and salary disbursements. The estimates of pay-
in-kind reflect the value of the food, lodging, clothing,
and miscellaneous goods and services that are received
by employeesfrom their employersas full payment or as
partial payment for services performed.

See dso “Imputation” in the “Technical Notes”

Per capita personal income. This measure of incomeis
calculated asthetota personal income of the residents of
an area divided by the population of the area. See dso
“Per capita personal income” in the “ Technical Notes.”
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Per capitapersona incomeis often used as an indicator
of the character of consumer marketsand of the economic
well-being of the residents of an area.

Personal contributionsfor social insurance. These con-
tributions, which are subtracted in the calculation of
personal income, consist of the contributions, or pay-
ments, by employees, by the self-employed, and by other
individuals who participate in the following government
programs. Old-age, survivors, and disability insurance
(socid security); hospital insurance; supplementary med-
ica insurance; unemployment insurance; government
employee retirement; railroad retirement; veterans life
insurance; and temporary disability insurance.

These contributionsare excluded from personal income
by definition, but the components of personal income
upon which these contributions are based—mainly wage
and saary disbursements and proprietors’ income—are
presented gross of these contributions.

See dso Earnings, Net labor earnings, and Personal
income.

Personal dividend income. This component of personal
income is the dividend income of persons. It consists
of the payments in cash or other assets, excluding the
corporation’s own stock, made by corporations located
in the United States or abroad to persons who are U.S.
residents. It excludes that portion of dividends paid by
regulated investment companies (mutual funds) related to
capital gainsdistributions.

In this publication, the State estimates of personal divi-
dend income are combined with the estimates of personal
interest income and the estimates of rental income of
persons. However, the State estimates of each of these
components are available on a CD—ROM.

Personal income. Persona income is the income that
is received by persons from participation in production,
from both government and business transfer payments,
and from government interest (which is treated like a
transfer payment). It iscal culated asthe sum of wage and
salary disbursements, other |abor income, proprietors' in-
come with inventory valuation and capital consumption
adjustments, rental income of persons with capital con-
sumption adjustment, personal dividendincome, personal
interest income, and transfer payments to persons, less
personal contributionsfor socia insurance.

The persona income of an area is the income that is
received by, or on behalf of, dl the individuals who live
in the area; therefore, the estimates of personal income
are presented by the place of residence of the income
recipients.
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See aso Earnings; Net labor earnings, Other
labor income; Personal contributions for social in-
surance; Personal dividend income; Personal interest
income; Persons; Proprietors income; Rental in-
come of persons; Residence adjustment; Residence,
place of; Transfer payments;, and Wage and salary
disbursements.

Personal interest income. This component of personal
income istheinterest income (monetary and imputed) of
persons from all sources.

In the tables in this publication, the State estimates of
personal interest income are combined with the estimates
of persona dividend income and the estimates of rental
income of persons. However, the State estimates of each
of these components are available on a CD—ROM.

Personal tax and nontax payments. Personal tax and
nontax payments is tax payments (net of refunds) by
persons that are not chargeable to business expense and
certain other payments that are made by persons to gov-
ernment agencies (except government enterprises) that
aretreated liketaxes. Personal taxesincludestaxesonin-
come, including realized net capita gains, on transfers of
estates and gifts, and on personal property.® Nontaxesin-
cludesdonationsand fees, fines, and forfeitures. Personal
contributionsfor social insurance is not included.
Personal tax and nontax paymentsisused in the deriva-
tion of disposablepersonal income, whichiscalculated as
personal income less personal tax and nontax payments.

Persons. Persons consists of individuas and quasi-
individuals that serve individuals or that act on behalf
of individuals. Quasi-individuals consists of non-
profit institutionsthat primarily serve individuals, private
noninsured welfare funds, and private trust funds.

Proprietors income with inventory valuation and cap-
ital consumption adjustments. This component of
persona income is the current-production income (in-
cluding income in kind) of sole proprietorships and
partnerships and of tax-exempt cooperatives. The im-
puted net rental income of owner-occupants of farm
dwellings is included; the imputed net rental income
of owner-occupants of nonfarm dwellingsis included in
rental income of persons. Proprietors income excludes
dividends and monetary interest received by nonfinancial
business and rental incomes received by persons not pri-
marily engaged in the real estate business; these incomes

5. Personal tax payments excludes payments of both real estate taxes and
sales taxes. Real estate taxes are excluded because, in the calculation of the
imputed rental income of owner-occupied housing, they are considered busi-
ness expenses. Sales taxes are included in the selling price of the commodity
and are treated as being paid by the seller.
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areincluded in dividends, net interest, and rental income
of persons, respectively.

See dso Capital consumption adjustment and
Inventory valuation adjustment.

Quasi-individuals. See Persons.
Region. See Geographic areas.

Rental income of personswith capital consumption ad-
justment. This component of personal income is the
net income of persons from the rental of real property
except for the income of persons primarily engaged in
the real estate business; the imputed net rental income
of the owner-occupants of nonfarm dwellings, and the
royalties received by persons from patents, copyrights,
and rights to natural resources. The imputed net rental
income of owner-occupied farm dwellingsisincluded in
farm proprietors’ income because much of the expenses
of operating the housing cannot be distinguishedfrom the
production expenses of farming operations.

See dso Capital consumption adjustment and
Proprietors income.

In the tables in this publication, the estimates of the
rental income of persons are combined with the estimates
of personal dividend income and of personal interest in-
come. However, the State estimates of each of these
components are available on a CD—ROM.

Residence adjustment. The residence adjustment is
the net inflow of the net labor earnings of interarea
commuters.

The State and county estimates of persona incomeare
presented by the State and county of residence of the
income recipients. However, the source data for most
of the components of wage and salary disbursements,
other labor income, and personal contributionsfor social
insurance by employees are on a place-of-work basis.®
Consequently, a residence adjustment is made to convert
the estimates based on these source data to a place-of-
residence basis.’

See Net labor earnings. See dso the section “Res-
idence Adjustments’ in the “The Sources and Methods
for the Annual Estimates.”

Residence, placeof. Theplaceof residenceof individuals
isthe State and county in which they live. The residence
of military personnel is the State and county in which

6. See “Geographic characteristics of the source data” in the introduction
to “The Sources and Methods for the Annual Estimates.”

7. Inthis publication, each of the componentsof net labor earnings—wage
and salary disbursements, other labor income, and personal contributions for
social insurance—is presented by place of work. The residence adjustment is
an estimate for net labor earnings, and that statistic is presented by place of
residence.
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they live while they are on military assignment, not their
permanent or lega State and county of residence, and
the residence of seasona migrant workers except those
working in Alaskais the State and county in which they
live while they are working, not their usua State and
county of residence.

These definitions of residence are not fully consistent
with the popul ation statistics prepared by the Census Bu-
reau; for example, on their census forms, some seasonal
migrant workers report their usual State and county of
residence rather than the State and county in which they
areliving and working when the decennia census of pop-
ulation is taken. The Census Bureau's annua estimates
of population by State and county, which are used by
BEA to calculate per capita personal income, reflect this
reporting anomaly.

See also Personal income, Persons, and Residence
adjustment.

Seasonal adjustment. The quarterly estimates of State
persona income are adjusted, where appropriate, to re-
move from the time series of the source data the average
effect of variations that normally occur at about the same
timeand in about the same magnitude each year—for ex-
ample, weather and holidays. After seasona adjustment,
cyclical and other short-term changes in the economy
stand out more clearly. For the income components for
which no State-level quarterly source data are available,
the quarterly series are estimated from the trend in the
annual State estimates, and the resulting estimates are on
a seasonaly adjusted basis.

See d'so Annual rates.

Sectors and legal form of organization. In the national
income and product accounts (NIPA’S), gross domestic
product and other major aggregates are presented interms
of three economic sectors. Business, households and
institutions, and general government.

Businesses are classified into five categories, generally
according to legal form of organization: Corpora
tions, sole proprietorships, partnerships, “other” private
business, and government enterprises.

Corporate business consists of entities required to file
Federa corporate tax returns (Interna Revenue Serv-
ice (IRS) form 1120 series) and the following entities:
Mutual financial institutions and cooperatives subject to
Federa income tax, private noninsured pension funds,
nonprofit organizations that primarily serve businesses,
Federa Reserve banks, and federaly sponsored credit
agencies.
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Sole proprietorships are all entitiesthat are required to
file IRS Schedule C (Profit or Loss from Business) or
Schedule F (Farm Income and Expenses).®

Partnerships are all entities required to file Federa
partnership income tax returns IRS Form 1065 (U.S.
Partnership Return of Income).

Other private businessconsistsof al entitiesthat are re-
quiredtoreport rental and royalty incomein RS Schedule
E (Supplemental Income and Loss), tax-exempt coop-
eratives, owner-occupants of nonfarm housing, and the
services of buildings and equipment owned and used by
nonprofit institutionsthat primarily serve individuals.’

Government enterprises are government agencies that
cover a substantial portion of their operating costs by
selling goods and services to the public and that maintain
separate accounts.*”

Sole proprietorship. A sole proprietorship is an
unincorporated business owned by a person.

See also Sectors and legal form of organization and
Proprietors income.

Standard Industrial Classification (SIC). TheSICisan
establishment-industry classification system that is pre-
pared by the Office of Management and Budget for use
by all Federal statistical agencies.'* The SIC isused in
the presentation of the State and local area estimates of
earnings by industry. It isused by BEA for the estimates
for theprivate sector only, although it isdesigned to cover
both public and private economic activities.

In the SIC, establishments are classified by the pri-
mary activity in which they are engaged, and each
establishment is assigned an industry code.*?

State. See Geographic areas.

Tax-exempt cooperative. A tax-exempt cooperative is a
nonprofit business organization that is collectively owned
by its members. Although tax-exempt cooperatives are

8. Sole proprietorships also include similar entities that are operated by
individuals who do not meet the reporting requirements.

The operation of owner-occupied farm housing is reflected in the sole
proprietorship category.

9. Other private business also includes entities with rental and royalty
income whose owners who do not meet the reporting requirements.

10. For further information, see U.S. Department of Commerce, Bureau of
Economic Analysis, Methodology Paper No. 5, Government Transactions
(Washington, DC: U.S. Government Printing Office, November 1988). This
publication is available on BEA's Web site: Go to <www.bea.doc.gov> and
select “Methodologies”

11. See Executive Office of the President, Office of Management and
Budget, Sandard Industrial Classification Manual, 1987 (Washington, DC:
U.S. Government Printing Office, 1987). The Manual is available on the
Web site of the Occupational Safety and Health Administration: Go to
<www.osha.gov/oshstats/sicser.html>.

12. Establishmentsaredefined in the SIC aseconomic units, generally at one
location, where businessis conducted or where servicesor industrial operations
are performed.
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incorporated, in the NIPA's, these institutions are classi-
fied in the other private business sector, and their income
isclassified as part of proprietors’ income.

See aso Sectors and legal form of organization.

Transfer payments. This component of persona income
is payments to persons for which no current services
are performed. It consists of payments to individuals
and to nonprofit institutions by Federal, State, and local
governments and by businesses.

Government transfer payments to individuals includes
retirement and disability insurance benefits, medical
payments (mainly medicare and medicaid), income
maintenance benefits, unemployment insurance bene-
fits, veterans benefits, and Federa grants and loans to
students. Government transfer payments to nonprofit
institutionsincludes State government payments to insti-
tutions that administer foster care programs; it excludes
payments by the Federal Government for work under
research and development contracts. Business trans-
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fer payments to persons consists primarily of liability
payments for personal injury and of corporate gifts to
nonprofit institutions.

Wage and salary disbursements. This component of
personal income consists of the monetary remuneration
of employees, including the compensation of corporate
officers;, commissions, tips, and bonuses; and receipts
in kind, or pay-in-kind, such as the meals furnished to
the employees of restaurants.’® It reflects the amount of
wages and salaries disbursed, but not necessarily earned,
during the year.

This component is measured before deductions, such
as social security contributions and union dues.

See also Earnings, Net labor earnings, Pay-in-kind,
and Other labor income.

13. Voluntary employee contributions to certain deferred compensation
plans, such as 401(k) plans, are not deducted. (Employer contributions to
deferred compensation plans are included in other labor income.)
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