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Annual Revision of the National Income and Product

Accounts
Annual Estimates for 2004—-2006

Quarterly Estimates for 2004:1-2007:|

By Eugene P. Seskin and Shelly Smith

HE Bureau of Economic Analysis (BEA) released

revised estimates of the national income and
product accounts (NIPAs) for 2004-2006 and for the
first quarter of 2007 on July 27, 2007.! As is usual in
annual NIPA revisions, these estimates incorporated
newly available source data that are more complete,
more detailed, and otherwise more reliable than those
that were previously incorporated.

These estimates also reflect changes in the methods
used to deflate certain NIPA components, including
business purchases of new light trucks, state and local
government sales of health care services, and two cate-
gories of nonresidential buildings (see “Changes in
Methodology”).

This annual revision has not changed the general
picture of the economy for the past several years. The
revised estimates of the growth in real gross domestic
product (GDP) show a somewhat slower rate of in-
crease than the previously published estimates. How-
ever, by historical standards, the revisions to year-to-
year growth rates of real GDP are typical. In the annual
NIPA revisions since 1982, the revisions (without re-
gard to sign) to the annual estimates have averaged 0.3
percentage point. In addition, for this annual revision,
the quarterly pattern of real GDP growth shown by the
revised estimates is similar to the pattern shown by the
previously published estimates. The revised estimates
of prices show a somewhat faster rate of increase than
the previously published estimates.

The following are the highlights of the revision:

eFrom 2003 to 2006, real GDP grew at an average
annual rate of 3.2 percent, 0.3 percentage point less
than in the previously published estimates. From
the fourth quarter of 2003 to the first quarter of

2007, real GDP grew at an average annual rate of 2.7

percent, 0.3 percentage point less than in the previ-

ously published estimates.
eFrom the fourth quarter of 2003 to the first quarter
of 2007, the average annual rate of increase in the

1. Information about the structure, definitions, presentation, and meth-
odologies that underlie the NIPAs is available on BEA’s Web site; go to
<www.bea.gov>, and click on “Methodology Papers.”

price index for gross domestic purchases was

revised up 0.1 percentage point to 3.3 percent.

e From 2003 to 2006, real disposable personal income
grew at an average annual rate of 2.8 percent, 0.3
percentage point more than in the previously pub-
lished estimates.

This article discusses the impact of the revisions on
key NIPA measures, summarizes the revisions, lists the
major source data, and describes the changes in meth-
odology.

For additional analysis of the historical pattern of
revisions, see the box “Recent Revisions to Real GDP
Growth Rates.”

Appendix A presents the revised annual estimates
and the revisions for the seven summary accounts of
the NIPAs in current dollars. In addition, an extensive
set of tables presenting revised monthly, quarterly, and
annual NIPA estimates and the “advance” estimates for
the second quarter of 2007 is available in “National In-
come and Product Accounts Tables” in this issue. His-
torical estimates are presented in “GDP and Other
Major NIPA Series, 1929-2007:11.”

Impact of the Revisions

According to the revised estimates, the average annual
rate of growth of real GDP from the fourth quarter of
2003 to the first quarter of 2007 was revised down 0.3
percentage point to 2.7 percent (table 1). In the revised
estimates, personal consumption expenditures (PCE),
state and local government spending, residential fixed
investment, equipment and software, and nonresiden-
tial structures were weaker than in the previously pub-
lished estimates; exports of goods and services and
change in private inventories were stronger; and Fed-
eral Government spending was little revised.? Imports
of goods and services, which are a subtraction in the
calculation of GDP, were stronger.

In the revised estimates, the cyclical recovery that
followed the 2001 downturn was somewhat milder

2. In this article, “government spending” is shorthand for the NIPA series
“government consumption expenditures and gross investment.”
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than previously estimated. From the third quarter of
2001 to the first quarter of 2007, the revised estimates
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vised up 0.2 percentage point to 3.3 percent for 2006
(chart 1).

show that real GDP increased at an average annual rate
of 2.7 percent; the previously published estimates
showed an average increase of 2.9 percent.

The percent change in real GDP from the preceding
year was revised down for all 3 years: From 3.9 percent
to 3.6 percent for 2004, from 3.2 percent to 3.1 percent
for 2005, and from 3.3 percent to 2.9 percent for 2006

Chart 1. Revisions to Annual Percent Changes
in Featured Measures

Percent changes

REAL GROSS DOMESTIC PRODUCT
Previously published

(chart 1) I Revised
From fourth quarter to fourth quarter, the percent 4

change in real GDP was revised down for all 3 years: 5

From 3.4 percent to 3.1 percent for 2004, from 3.1 per-

cent to 2.9 percent for 2005, and from 3.1 percent to 2

2.6 percent for 2006. L
The revised estimates of prices show a somewhat

faster rate of increase than the previously published es- 0

timates. From the fourth quarter of 2003 to the first 4

quarter of 2007, the average annual rate of increase in ﬁ\‘%%is DOMESTIC PURCHASES PRICE

the price index for gross domestic purchases was re- 3

vised up 0.1 percentage point to 3.3 percent, and the 5

average annual rate of increase in the GDP price index

was revised up 0.2 percentage point to 3.2 percent (ta- 1

ble 2). The percent change in the price index for 0

gross domestic purchases from the preceding year was 2001 2002 2003 2004 2005 2006
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percentage point to 3.7 percent for 2005, and was re-

Table 1. Real GDP and Its Major Components: Change From 2003:1V to 2007:1

[Billions of chained (2000) dollars, seasonally adjusted annual rates]

Previously published Revised Revision in change
2003:1V Change for 2003:1V-2007:1 Change for 2003:1V-2007:1
' 2007 20071 Dollars | Percentage
’ Dollars Percent ’ Dollars Percent points
(annual rate) (annual rate)
Gross domestic product..............cccocunrinneriieniinnniiiiis 10,467.0 11,532.8 1,065.8 30| 11,4126 945.6 27 -120.2 -0.3
Personal consumption expenditures 7,394.3 8,280.7 886.4 35 8,215.7 821.4 33 -65.0 -0.2
Durable goods 1,051.4 1,247.7 196.3 5.4 1,223.2 171.8 438 -24.5 -0.6
Nondurable goods . 2,1325 2,413.2 280.7 39 2,386.6 254.1 35 -26.6 -0.4
Services 4,220.2 4,648.6 428.4 3.0 4,630.7 410.5 29 -17.9 -0.1
Gross private domestic investment 1,676.5 1,838.8 162.3 29 1,816.9 140.4 25 -21.9 -0.4
Fixed investment.... 1,648.9 1,838.1 189.2 34 1,815.2 166.3 3.0 -22.9 -0.4
Nonresidential 1,106.5 1,332.3 225.8 5.9 1,321.7 215.2 5.6 -10.6 -0.3
Structures....... 2431 285.9 428 5.1 282.6 39.5 4.8 -3.3 -0.3
Equipment and software 869.5 1,052.2 182.7 6.0 1,045.3 175.8 58 -6.9 -0.2
Residential ..... 535.2 517.1 -18.1 1 506.3 -28.9 -1.7 .
Change in private 25.0 -4.2 -29.2|. 0.1 -249]....
Net exports of goods and services -527.8 -606.2 -78.4 -612.1 -84.3
. 1,075.8 1,345.7 269.9 71 1,354.7 278.9 7.3
751.6 960.0 208.4 78 957.6 206.0 77
324.0 386.3 62.3 5.6 397.2 732 6.5
1,603.6 1,951.9 348.3 6.2 1,966.8 363.2 6.5
1,356.5 1,666.6 310.1 6.5 1,675.6 319.1 6.7
247.8 287.5 39.7 47 293.1 45.3 5.3
Government consumption expenditures and
gross investment. 1,918.0 2,021.1 103.1 1.6 1994.7 76.7 1.2 -26.4 -0.4
699.0 739.8 40.8 1.8 740.2 41.2 1.8 0.4 0.0
461.1 492.7 31.6 241 491.6 30.5 2.0 -1.1 -0.1
Nondefense.... 237.8 246.8 9.0 12 248.4 10.6 14 16 0.2
State and local... 1,219.0 1,281.0 62.0 1.5 1254.2 35.2 0.9 -26.8 -0.6
Addenda:
Final sales of domestic product .. 10,440.0 11,532.2 1,092.2 3.1 11,411.6 971.6 28 -120.6 -0.3
Gross domestic purchases 10,989.5 12,133.6 1,1441 31| 12,0187 1,029.2 2.8 -114.9 -0.3
Gross national product 10,540.5 11,579.2 1,038.7 29| 11,466.7 926.2 26 -1125 -0.3
Gross domestic income............ 10,415.8 11,541.4 1,125.6 32| 11,4425 1,026.7 29 -98.9 -0.3

Note. Chained (2000) dollar series are calculated as the product of the chain-type quantity index
and the 2000 current-dollar value of the corresponding series, divided by 100. Because the formula

for the chain-type quantity indexes uses the weights of more than one period, the corresponding
chained-dollar estimates are usually not additive.
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Recent Revisions to Real GDP Growth Rates

In this year’s annual revision, the average annual growth
rate of real GDP from the fourth quarter of 2003 to the
first quarter of 2007 was revised to 2.7 percent from 3.0
percent. The table below shows data for comparable peri-
ods for annual and comprehensive revisions over the past
10 years. Since 2001, 5 out of 7 of these revisions have
been downward, averaging —0.2 percentage point. Since
1998, 5 out of 10 of the revisions were downward,
averaging —0.1 percentage point.

Since 2001, the mean absolute revision, the average
revision without regard to sign, from the initial to latest
annual estimate of real GDP growth was 0.6 percentage
point.! The mean revision with regard to sign was —0.6
percentage point. Over a longer period, since 1983, the
mean absolute revision was also 0.6 percentage point.
Due to offsetting revisions, the mean revision with regard
to sign was 0.2 percentage point.

BEA revises GDP to continually incorporate better,
more comprehensive source data that become available
after the original quarterly estimates are released. Annual
revisions reflect newly available data from the Census

1. The initial annual estimate is the average of the final quarterly esti-
mates. The latest GDP estimate reflects all annual and comprehensive
revisions that subsequently take place.

Bureau’s Annual Survey of Manufactures (ASM), Service
Annual Survey (SAS), and Annual Retail Trade Survey

(ARTS), government finances surveys, and from other

sources. BEA routinely examines its estimating methods:

o In 2002-2006, persistent downward revisions to the
estimates of computer investment resulted when ASM
data were incorporated. In response, BEA adjusted its
methods, and in the 2007 annual revision, computer
investment was revised up slightly for 2005 and 2006.

o In 2000-2001, large revisions to the estimates of soft-
ware investment resulted when data from the SAS were
incorporated. In 2001, BEA introduced a new quar-
terly estimating method. In 2004, the Census Bureau
began covering software investment in its Quarterly
Services Survey (QSS). In 2005, BEA began incorpo-
rating the QSS data into its estimates of investment in
prepackaged and custom software. As a result of these
efforts, revisions to software investment have been
reduced since 2001.

o In recent years, estimates of consumer spending for
goods have been revised down persistently, reflecting
updated data from the ARTS. As a result, BEA is work-
ing with the Census Bureau to determine if there are
patterns that can lead to improvements to BEA’s esti-
mating methods.

Revisions to Percent Change in Real GDP

Revision
Revision date Period Previous Revised | (percentage Main sources of revision
point)

July 2007 2003:1V-2007:1 3.0 27 -0.3 Consumer spending for goods (Annual Retail Trade Survey, 2005)
State and local government spending (government finances surveys)

July 2006 2002:1V-2006:1 38 3.6 -0.2 Equipment and software investment (Annual Survey of Manufactures, 2004)
Consumer spending for nondurable goods (Annual Retail Trade Survey, 2004)

July 2005 2001:1V-2005:1 3.5 3.3 -02 Equipment and software investment (Annual Survey of Manufactures, 2004)
Consumer spending for services (American Housing Survey, 2003)

July 2004 2000:1V-2004:1 2.5 2.5 0.0 Equipment and software investment, revised down (Service Annual Survey, 2002, 2003)
State and local government finances, revised up (government finances surveys)

December 2003'|  1999:V-2003:Il 18 18 0.0 Consumer spending for services, revised up (definition change: Insurance services)

Consumer spending for durable goods, revised down (Annual Retail Trade Survey, 2001)
State and local government spending, revised down (government finances surveys)

July 2002 1998:1V-2002:! 2.8 2.4 04 Equipment and software investment (Annual Survey of Manufactures, 2002)
Consumer spending for services (Federal Reserve Board flow of funds data, Internal Revenue

Service tax data, and banking data)

July 2001 1997:1V-2001:1 4.1 338 0.3 Software investment (Service Annual Survey, 1999, 2000)
Consumer spending for nondurable goods (Annual Retail Trade Survey, 1999)

July 2000 1996:1V-2000:1 45 46 0.1 Software investment (Economic Census, 1997, and Service Annual Survey, 1998)

October 1999" | 1995:IV-1999:11 38 4.1 0.3 Consumer spending for services (definition change: Financial services of mutual funds)

State and local government spending (government finances surveys)
Software investment (definition change: Software treated as investment)

July 1998 1994:1V-1998:| 3.1 34 03 Consumer spending for goods (Annual Retail Trade Survey, 1996, revised prices for deflation)
State and local government spending (government finances surveys)

Addenda:
Average revision since 2001 ... -02
Average revision since 1998 ... -0.1

1. During these comprehensive revisions, estimates for earlier years were also subject to revision.
Norte. All the sources in “Main sources of revision” are from the Census Bureau unless otherwise noted.
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Table 2. Chain-Type Price Indexes: Change From 2003:1V to 2007:I

Percent change for
2003:1V-2007:1 Revision in
(annual rate) change
(percentage
Previously : points)
published | Revised

Gross domestic product 3.0 3.2 0.2

Less: Exports of goods and services. 3.6 35 -0.1

Plus: Imports of goods and services. . 4.7 45 -0.2

Equals: Gross domestic purchases...................... 3.2 33 0.1

Personal consumption expenditures... 2.7 2.8 0.1

Durable goods........ -1.1 -1.1 0.0

Nondurable good 3.1 3.1 0.0

Services 3.3 34 0.1

Gross private domestic investment ... 3.3 3.6 0.3

Fixed investment.... 3.3 3.6 0.3

Nonresidential 2.4 25 0.1

Structures........ 9.3 9.7 0.4

Equipment and software.. 0.0 0.0 0.0

Residential............ccccoooe..c 4.9 5.4 0.5

Change in private inVENtories............coccvveres [ remrrvnmeinnees | o [evnriissiiniinns
Government consumption expenditures and

gross investment 4.9 5.3 0.4

Federal 45 4.6 0.1

National defense 45 47 0.2

Nondefense 44 4.4 0.0

State and local 5.2 5.7 0.5

Addenda:
Final sales of domestic product .. 3.0 3.2 0.2
Gross national product 3.0 32 0.2

Summary of the Revisions
The annual revisions to real GDP reflect revised cur-
rent-dollar estimates, revised prices used for deflation,
and revised quantities used to estimate components of
real GDP by extrapolation or direct valuation.?3

3. For the GDP components for which chained-dollar estimates are pre-
pared by extrapolation or direct valuation, the current-dollar and chained-
dollar estimates are based on independent source data; consequently, the
corresponding revisions are unrelated. For a list of these components, see
table 2 in “Updated Summary NIPA Methodologies,” SURVEY OF CURRENT
Busingss 86 (November 2006): 23-27.
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Annual estimates of real GDP

The annual percent change in real GDP was revised
down for all 3 years: From 3.9 percent to 3.6 percent
for 2004, from 3.2 percent to 3.1 percent for 2005, and
from 3.3 percent to 2.9 percent for 2006 (table 3).

For 2004, the largest contributors to the downward
revision to real GDP growth were PCE for services and
state and local government spending; the contribu-
tions of these components were partly offset by an up-
ward revision to exports. For 2005, the largest
contributors to the downward revision to real GDP
growth were PCE for nondurable goods, residential
fixed investment, and PCE for durable goods; the con-
tributions of these components were partly offset by
upward revisions to private inventory investment and
to private fixed investment in equipment and software.
For 2006, the largest contributors to the downward re-
vision were private inventory investment, PCE for du-
rable goods, state and local government spending, and
exports; the contributions of these components were
partly offset by an upward revision to PCE for services.

Revisions to the components of real GDP. The an-
nual percent change in real PCE was revised down for
all 3 years: 0.3 percentage point to 3.6 percent for 2004,
0.3 percentage point to 3.2 percent for 2005, and 0.1
percentage point to 3.1 percent for 2006 (table 4). For
2004, the revision was primarily accounted for by a
downward revision to PCE for services (mainly to
housing services and “other” services). For 2005, the
revision primarily reflected downward revisions to
PCE for nondurable goods (mainly to food) and to
PCE for durable goods (mainly to “other” goods). For

Table 3. Revisions to Contributions to Percent Change in Real GDP

2004 2005 2006
2003 Previousl Previousl Previousl
publish eé/ Revised | Revision publishec}, Revised | Revision publish ec}l Revised | Revision
Percent change at annual rate:
Gross domestic ProduUCt..............cc.vreiermirnmirr e eeens 25 39 3.6 -0.3 3.2 3.1 -0.1 33 29 -0.4
Percentage points at annual rates:

Personal consumption expenditures.. 1.94 2.1 2.56 -0.15 244 2.24 -0.20 2.24 2.15 -0.09
Durable goods........ 0.50 0.54 053] -0.01 0.45 040 -0.05 0.41 0.31 -0.10
Nondurable goods.. 0.64 0.73 0.71 -0.02 0.90 072| -0.18 0.76 0.74| -0.02
Services 0.80 1.45 1.32| -0.13 1.09 1.12 0.03 1.07 1.11 0.04

Gross private domestic investment ... 0.54 1.49 1.48 -0.01 0.87 0.91 0.04 0.70 045 -0.25
Fixed investment..... 0.51 1.1 1.10| -0.01 1.17 1.09| -0.08 0.47 0.39| -0.08

Nonresidential 0.10 0.58 056 -0.02 0.67 0.70 0.03 0.73 068| -0.05
Structures....... -0.11 0.06 0.03| -0.03 0.03 0.01 -0.02 0.26 024 -0.02
Equipment and software.. 0.21 0.52 0.53 0.01 0.64 0.69 0.05 0.47 0.44 -0.03

Residential ...........ccc...eees 0.41 0.53 0.53 0.00 0.50 039 -0.11 -027| -029| -0.02

Change in private inventorie 0.04 0.38 0.39 0.01 -0.30 -0.18 0.12 0.23 0.06 -0.17

Net exports of goods and services. -0.44 -0.65 -0.68 -0.03 -0.26 -0.23 0.03 -0.02 -0.08| -0.06

Exports....... 0.12 0.88 0.93 0.05 0.68 0.70 0.02 0.93 0.88| -0.05
Goods. 0.12 0.60 0.60 0.00 0.52 0.53 0.01 0.76 0.73| -0.03
Services . 0.00 0.28 0.33 0.05 0.16 0.17 0.01 0.17 0.16| -0.01

-0.56 -153| -1.61 -0.08 -0.94| -0.92 0.02 -095| -096, -0.01
-0.56 -129) -1.33| -0.04 -0.87| -0.86 0.01 -0.82| -0.83 -0.01
0.00 -024| -027| -0.03 -0.07| -0.06 0.01 -0.14| -0.13 0.01

Government consumption expenditures and gross investmen 0.47 0.36 0.27 -0.09 0.17 0.14| -0.03 0.40 035 -0.05

Federal..........cc..... 0.44 0.30 0.29| -0.01 0.1 0.1 0.00 0.14 0.15 0.01
National defense 0.37 0.27 0.27 0.00 0.08 0.07| -0.01 0.09 0.09 0.00
Nondefense 0.08 0.03 0.03 0.00 0.03 0.03 0.00 0.05 0.06 0.01

State and local ... 0.02 0.06| -0.02| -0.08 0.06 0.04| -0.02 0.26 0.19| -0.07
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2006, the revision primarily reflected a downward revi-
sion to PCE for durable goods (mainly to motor vehi-
cles and parts) that was partly offset by an upward
revision to PCE for services (mainly to housing ser-
vices and to recreation).

The annual percent change in nonresidential fixed
investment was revised down 0.1 percentage point to
5.8 percent for 2004, was revised up 0.3 percentage
point to 7.1 percent for 2005, and was revised down 0.6
percentage point to 6.6 percent for 2006. For 2004, the
revisions were small. For 2005, the revision was more
than accounted for by an upward revision to equip-
ment and software. Within equipment and software,
the revision primarily reflected upward revisions to in-
formation processing equipment and software and to
“other” equipment. For 2006, the revision was mostly
accounted for by equipment and software, but a down-
ward revision to “other” structures also contributed.
Within equipment and software, downward revisions
to information processing equipment and software
and to “other” equipment were partly offset by an up-
ward revision to transportation equipment.

The percent change in residential fixed investment
was revised up 0.1 percentage point to 10.0 percent for
2004, was revised down 2.0 percentage points to 6.6
percent for 2005, and was revised down 0.4 percentage
point to —4.6 percent for 2006. For 2005, the revision
primarily reflects a downward revision to single-family
structures. For 2006, the revision was more than ac-
counted for by a downward revision to multifamily
structures.

The change in private inventories (in chained 2000
dollars) was revised up $0.9 billion for 2004, was re-

Annual Revision of the NIPAs
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vised up $13.6 billion for 2005, and was revised down
$2.9 billion for 2006. For 2004 and 2005, the revisions
were more than accounted for by nonfarm inventory
investment. For 2006, a downward revision to farm in-
ventory investment was partly offset by an upward re-
vision to nonfarm inventory investment.

The annual percent change in exports of goods and
services was revised up 0.5 percentage point to 9.7 per-
cent for 2004, was revised up 0.1 percentage point to
6.9 percent for 2005, and was revised down 0.5 per-
centage point to 8.4 percent for 2006. For 2004, the re-
vision reflects an upward revision to exports of
services. For 2006, the revision primarily reflects a
downward revision to exports of goods.

The percent change in imports of goods and ser-
vices was revised up 0.5 percentage point to 11.3 per-
cent for 2004, was revised down 0.2 percentage point
to 5.9 percent for 2005, and was revised up 0.1 percent-
age point to 5.9 percent for 2006. For 2004, the revi-
sion reflects upward revisions to imports of goods and
to imports of services.

The percent change in government spending was re-
vised down for all 3 years: 0.5 percentage point to 1.4
percent for 2004, 0.2 percentage point to 0.7 percent
for 2005, and 0.3 percentage point to 1.8 percent for
2006. For all 3 years, the revisions primarily reflected
downward revisions to state and local government
spending; both consumption expenditures and gross
investment were revised down.

Quarterly estimates

The revisions to the quarterly (and monthly) NTPA es-
timates reflect the revisions to the annual estimates

Table 4. Revisions to Percent Change in Real GDP
[Percent change from preceding year]

2004 2005 2006

2008 Previously Revised | Revision Previously Revised | Revision Previously Revised | Revision
published published published

Gross domestic product 25 39 3.6 -0.3 3.2 3.1 -0.1 33 29 -0.4
Personal consumption expenditures . 28 3.9 3.6 -0.3 3.5 3.2 -0.3 3.2 3.1 -0.1
Durable goods................. 5.8 6.4 6.3 -0.1 5.5 4.9 -0.6 5.0 338 -1.2
Nondurable goods.. 3.2 3.6 35 -0.1 45 3.6 -0.9 37 3.6 -0.1
Services 1.9 35 3.2 -0.3 26 27 0.1 26 27 0.1
Gross private domestic fixed investment 34 73 73 0.0 75 6.9 -0.6 29 24 -0.5
Nonresidential........ 1.0 5.9 5.8 -0.1 6.8 741 0.3 7.2 6.6 -0.6
Structures.. -4.1 2.2 1.3 -0.9 11 0.5 -0.6 9.0 8.4 -0.6
Equipment 2.8 7.3 7.4 0.1 8.9 9.6 0.7 6.5 5.9 -0.6
Residential 8.4 9.9 10.0 0.1 8.6 6.6 2.0 4.2 4.6 -0.4
Change in private iNVENTOHES ..o | svnssennssnnees | conssensssnnes | svnssinnsnns | covnseinnis | ressesresinsies | conssnsasnnss | onsssssssns | sessessssnsess | sossesnssinnes | sovessinnees
Net exports of gOOdS aNA SEIVICES .............cccvirereiieriierireeinirrerineesni e neesssnenns | coneereesseness | seenssinesisees | senssesnsenes | snssoneineene | reeesseonssnns | eonssnesseenns | soseunsssnenss | sevosssnesssens | sessessessenns | ossensesseens
Exports.......... 1.3 9.2 9.7 05 6.8 6.9 0.1 8.9 84 -0.5
Goods... 1.8 9.0 9.0 0.0 75 75 0.0 10.5 9.9 -0.6
Services 0.0 9.7 115 1.8 5.1 54 0.3 54 4.8 -0.6
4.1 10.8 11.3 05 6.1 5.9 -0.2 5.8 5.9 0.1
4.9 10.9 11.3 0.4 6.7 6.6 -0.1 5.9 6.0 0.1
0.0 10.0 115 15 2.8 2.3 -0.5 53 5.2 -0.1
25 1.9 1.4 -0.5 0.9 0.7 -0.2 2.1 1.8 -0.3
6.8 4.3 4.2 -0.1 15 15 0.0 2.0 2.2 0.2
8.7 5.9 5.8 -0.1 1.7 15 -0.2 1.9 1.9 0.0
Nondefense ... 3.4 1.2 1.1 -0.1 1.1 1.3 0.2 2.1 2.8 0.7
State and local 0.2 0.5 -0.2 -0.7 0.5 0.3 -0.2 241 1.6 -0.5
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that result from the incorporation of newly available
annual source data, the incorporation of new and re-
vised monthly and quarterly source data (including the
updating of the seasonal factors that are used to indi-
cate quarterly patterns), and the introduction of
changes in methodology (see “Changes in Methodol-
ogy”).

For real GDP, the revisions to the 13 quarterly per-
cent changes (at annual rates) averaged 0.5 percentage
point (without regard to sign). Both the revised esti-
mates and the previously published estimates show
similar quarterly patterns of growth in real GDP. The
largest downward revisions to the percent changes in
real GDP were 0.9 percentage point (to 3.0 percent) for
the first quarter of 2004 and (to 1.1 percent) for the
third quarter of 2006 (chart 2 and table 5). For the first
quarter of 2004, the largest contributors to the revision
were a downward revision to equipment and software
investment, an upward revision to imports of goods
and services, and downward revisions to PCE for ser-
vices and to state and local government spending; the
negative contributions of these components were
partly offset by an upward revision to exports of ser-
vices. For the third quarter of 2006, the largest contrib-
utors to the downward revision were downward
revisions to equipment and software investment and to
PCE for services; the negative contributions of these
components were partly offset by an upward revision
to PCE for nondurable goods.

In general, the percent changes for the gross domes-
tic purchases price index were revised up; the revisions
to the 13 quarterly percent changes (at annual rates)
averaged 0.2 percentage point (without regard to sign).
The price index was revised up for nine quarters, was
revised down for one quarter (0.1 percentage point for
the fourth quarter of 2006), and was unrevised for
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three quarters. The largest upward revision was 0.4
percentage point, to 3.6 percent, for the first quarter of
2005; the major contributors to the revision were
prices of residential fixed investment (mainly single-
family structures) and of PCE for services (wide-
spread).

Annual current-dollar estimates

A summary of the revisions to the current-dollar esti-
mates of the major NIPA components is presented in
table 6. It shows the subcomponent series for which re-
visions were $5.0 billion or more (absolute value) for

Chart 2. Revisions to Quarterly Percent Changes
in Featured Measures

Percent changes
10

REAL GROSS DOMESTIC PRODUCT

Previously published
Il Revised

|”|“||||||.

6
GROSS DOMESTIC PURCHASES PRICE INDEX

2004 2005 2006 2007

U.S. Bureau of Economic Analysis

Table 5. GDP, Real GDP, the GDP Price Index, and the Gross Domestic Purchases Price Index:

Revisions to Percent Change From the Preceding Quarter
[Percent change at annual rates; based on seasonally adjusted annual rates]

GDP Real GDP GDP price index Gross domestic purchases price index
Previously : - Previously : - Previously : - Previously : -
published Revised Revision published Revised Revision published Revised Revision published Revised Revision
49| s e 2.7 | | e 2.2 | i | 1.9 [ e s
7.8 6.8 -1.0 3.9 3.0 -0.9 37 37 0.0 43 43 0.0
79 74 -0.5 4.0 35 -0.5 3.7 3.8 0.1 41 42 0.1
53 6.0 0.7 3.1 3.6 05 2.1 2.3 0.2 2.6 2.8 0.2
5.9 5.9 0.0 2.6 25 -0.1 32 32 0.0 3.6 36 0.0
7.0 7.1 0.1 34 3.1 -0.3 35 39 0.4 32 3.6 0.4
5.8 55 -0.3 33 2.8 -05 2.4 2.6 0.2 33 35 0.2
7.6 8.1 0.5 42 45 0.3 3.3 35 0.2 44 4.6 0.2
5.1 48 -0.3 1.8 1.2 0.6 3.3 35 0.2 35 37 0.2
9.0 8.4 -0.6 5.6 48 -0.8 33 34 0.1 27 2.7 0.0
5.9 6.0 0.1 2.6 2.4 -0.2 33 35 0.2 4.0 42 0.2
3.8 34 -0.4 2.0 1.1 -0.9 1.9 2.4 0.5 2.2 25 0.3
41 3.8 -0.3 25 2.1 -0.4 1.7 17 0.0 0.2 0.1 -0.1
4.9 49 0.0 0.7 0.6 -0.1 42 4.2 0.0 37 3.8 0.1
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the years covered by this annual revision, and it lists
the major source data that underlie the revised esti-
mates. Note that the incorporation of new and revised
source data for a year usually results in a revision to the
level of an estimate both for that year and for subse-
quent years.

Source data. The annual revision incorporated data
from the following major Federal statistical sources:
Census Bureau annual surveys of manufactures, of
merchant wholesale trade, and of retail trade for 2005
and revised monthly indicators of manufactures, of
merchant wholesale trade, and of retail trade for
2004-2006; Census Bureau annual survey of services
for 2004 (revised), 2005 (revised), and 2006 (prelimi-
nary); Census Bureau annual surveys of state and local
governments for 2003 (revised), 2004 (revised), and
2005 (preliminary); Census Bureau monthly survey
of construction put in place for 2004-2006 (re-
vised); Census Bureau quarterly survey of services for
2004-2006 (revised); Census Bureau American Hous-
ing Survey for 2005; Census Bureau current popula-
tion survey/housing vacancy survey for 2006; Federal
Government budget data for fiscal years 2006 and
2007; Internal Revenue Service tabulations of tax re-
turns for corporations for 2004 (revised) and 2005
(preliminary) and for sole proprietorships and part-
nerships for 2005; Bureau of Labor Statistics Quarterly
Census of Employment and Wages for 2004—-2006 (re-
vised); Department of Agriculture farm statistics for

August 2007

20042006 (revised); and BEA’s international transac-
tions accounts for 2004-2006 (revised).

Domestic income and product

Gross domestic product (GDP). The level of current-
dollar GDP was revised down for all 3 years: $26.6 bil-
lion, or 0.2 percent, for 2004, $21.9 billion, or 0.2 per-
cent, for 2005, and $51.9 billion, or 0.4 percent, for
2006 (see table 6).

By major component, the revision to current-dollar
GDP for 2004 primarily reflects downward revisions to
PCE for services and to state and local government
spending and an upward revision to imports that were
partly offset by an upward revision to exports. For
2005, the revision primarily reflects downward revi-
sions to PCE for nondurable goods, to state and local
government spending, and to PCE for durable goods
that were partly offset by upward revisions to inven-
tory investment, to equipment and software, and to ex-
ports. For 2006, the revision primarily reflects
downward revisions to PCE for nondurable goods, to
PCE for durables goods, to state and local government
spending, and to nonresidential structures that were
partly offset by upward revisions to equipment and
software and to Federal Government spending; within
exports, an upward revision to services was largely oft-
set by a downward revision to goods.

Text continues on page 18.

An extensive set of estimates is presented in “National
Income and Product Accounts” in this issue. These esti-
mates and annual estimates for 1929 forward and quar-
terly estimates for 1947 forward are available on BEA’s
Web site at <www.bea.gov>.

Selected revised NIPA estimates and related estimates
will be published in upcoming issues of the SURVEY.

The September Survey will present the following NIPA
tables: Tables 3.15-3.17 (government spending by func-
tion), table 5.9 (which shows the changes in the net stock
of produced assets), table 7.15 (which shows the relation-
ship between net farm income in the NIPAs and net farm
income from the USDA), and NIPA table 7.19 (which
shows the relationship between personal income in the
NIPAs and adjusted gross income from the IRS). It will
also present new estimates of fixed assets and consumer
durable goods for 2006 and revised estimates for 2004
and 2005.

The October Survey will present the following NIPA

Data Availability

tables: Tables 3.18 and 3.19 (government-sector reconcil-
iation tables), tables 3.20 and 3.21 (state government and
local government current receipts and expenditures), and
tables 8.1-8.6 (seasonally unadjusted estimates). It
will also present revised real inventories, sales, and
inventory-sales ratios for manufacturing and trade for
2004:1-2007:1. In addition, revised estimates of state per-
sonal income that incorporate the results of this annual
revision of the NIPAs will be presented.

The November Survey will feature the “Updated Sum-
mary NIPA Methodologies,” which lists the principal
source data and estimating methods that are used in pre-
paring the current-dollar and real estimates of GDP. In
addition, NIPA table 2.9 (personal income by households
and by nonprofit institutions serving households) and
table 7.20 (nonprofits reconciliation table) will be pre-
sented.

The December Survey will include updated estimates
from the annual industry accounts.
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Table 6. NIPA Revisions: Selected Components Detail and Major Source Data—Continues

Billions of dollars

Revised
Line NIPA Component Revision in level A|2OO?‘ Major source data incorporated '
evel
2004 | 2005 | 2006

1|Gross domestic ProdUCE ..............coccuriciiiiiie e -26.6| -21.9| -51.9| 13,194.7

2 |Personal consumption expenditures -15.6| -34.6| -444| 92245

3| Goods . -38| -324| -483| 37370

4 Motor vehicles and Pars ... -11 -33| -105 434.2

Of which:

5 Net purchases of used autos and used light trucks ...........c.ccceervererirereneens -1 -2 -6.4 117.9 | Revised Census Bureau Annual Retail Trade Survey (ARTS) data on sales and
gross margin rates for 2004; new ARTS data for 2005; new trade source data on
auto and truck business registrations by type and on estimated retention periods for
2006.

6 Goods other than motor vehicles and Pars ... -27| -29.1| -37.8| 3,302.8

Of which:
7 Other durable goods ... -05| -70| -104 210.6
Of which:
8 Wheel goods, sports and photographic equipment, boats, and
PlEASUIE @IFCIAft.......ccoeeeeeceeeeer et -0.1 5.3 =17 78.9 | Revised Census Bureau ARTS sales data for 2004; new ARTS data for 2005;
revised Census Bureau monthly sales data for 2006.

9 -1.7| -176| -21.8| 1,259.3

10 Food purchased for off-premise coNSUMPON...........ccccureeerirnrierneies -0.7| -128| -15.0 762.6 | Revised Census Bureau ARTS sales data for 2004; new ARTS data for 2005;
revised Census Bureau monthly sales data for 2006.

1 Purchased meals and beverages.... -1.0| -49| -87 482.4 | Revised Census Bureau ARTS sales data for 2004; new ARTS data for 2005;
revised Census Bureau monthly sales data for 2006.

12 Other NONAUTable GOOTS .........cuurvuiurereeerrirrerereeseee et -0.6 5.2 -54 731.4 | Revised Census Bureau ARTS sales data for 2004; new ARTS data for 2005;
revised Census Bureau monthly sales data for 2006.

18| SEIVICES .vuvvrrireiesiineiseiisii ittt b bbb bbbt -11.8 2.2 39| 5,487.6

Of which:
14 HOUSING vt vvv ettt st -93| 54| -09| 13813
Of which:

15 Owner-occupied nonfarm dwellings—space rent -12.1| -10.7| -11.1| 1,014.5| New BEA constant-dollar stock data for 2004 and 2005; new Census Bureau
American Housing Survey (AHS) unit-stock data for 2005; new Census Bureau
gg(;reent Population Survey/Housing Vacancy Survey (CPS/HVS) unit-stock data for

16 Tenant-occupied nonfarm dwellingS—rent...........ccocuveeenernennenernninnens 29 5.7 10.1 277.0| New Census Bureau AHS data on units and mean contract rent for 2005; revised
BEA data on personal consumption expenditures (PCE) for utilities for 2004 and
2005; new BEA data on PCE for utilities for 2006; new CPS/HVS unit-stock data for
2006.

17 OthET SEIVICES ...evvvvvirnieiisireeisesiesisessss s ssss s ees bbb snes sttt -1.8 4.0 51| 1,295.3

Of which:
18 PEISONAI CAIE ...ttt e -0.2 0.2 3.9 123.6
Of which:

19 [0 OSSPSR 00| -04 34 54.8 | Revised Census Bureau Service Annual Survey (SAS) data for 2004 and 2005; new
SAS data for 2006.

20 Personal DUSINESS ... s -15 36| -48 691.9

Of which:
21 Brokerage charges and investment counseling.............ccccoovreenennen. -0.2 2.2 2.1 104.2 | Revised Census Bureau SAS data for 2004 and 2005; new SAS data for 2006.
22 Services furnished without payment by financial intermediaries
except life iNSUrANCE CAITIETS ........cccueverrerereererisrisees e -1.0 -0.3 -7.0 208.5 | For commercial banks, revised FRB Call Report data for 2004-2006; revised FRB

flow of funds sector asset data for 2004 and 2005; new FRB data for 2006. For
regulated investment companies, revised IRS tabulations of corporate tax return
data for 2004; new IRS tabulations for 2005; revised FRB flow of funds sector data
for 2004 and 2005; new FRB data for 2006; new trade source data for 2006. For
savings institutions and credit unions, new Federal Deposit Insurance Corporation
?atgbgéedit Union National Association data, and Office of Thrift Supervision data
or .

23 Religious and welfare activities ... 0.0 0.6 3.4 241.3 | For social welfare, revised Census Bureau SAS data for 2004 and 2005, new SAS
data for 2008. For religious organizations, new BEA per capita disposable personal
income and Census Bureau population data for 2006.

24 Net foreign travel 0.8 0.1 3.3 -1.2 | Revised BEA international transactions accounts estimates for 2004-2006.

25 |Gross private domestic investment 0.6 19.8 -3.3| 2,209.2

26| Fixed investment. -0.6 441 -04| 2,1625

27 Nonresidential . -0.8 6.4 15| 1,397.7

28 Structures.... -26| -40| -641 405.1

Of which:
29 OthEr STTUCIUIES ......coooeerieee s -06| -02 =57 71.7 | Revised Census Bureau value of construction put in place data for 2004—2006.
Of which:
30 Lodging. 00 -02 2.7 21.9
31 Farm -09| -13| -21 5.3

See the footnotes and abbreviations at the end of the table.



14

Annual Revision of the NIPAs

August 2007

Table 6. NIPA Revisions: Selected Components Detail and Major Source Data—Continues

Billions of Dollars

Revised
Line NIPA Component Revision in level I200f|3 Major source data incorporated !
evel
2004 | 2005 | 2006
32 EQUIpMeNt and SOtWAIE ...........cvveeremriirieir e eeees 1.8 10.4 76| 9926
Of which:
33 Information processing equipment and SOftWare.............c.cceeeeerervvereeenes -2.0 3.1 -3.4| 4809
Of which:

34 Computers and peripheral equIPMENt..........c..ccoevereemeiereererinniionns -2.0 3.9 4.8 91.3 | Revised Census Bureau Annual Survey of Manufactures (ASM) shipments data for
2004; new ASM shipments data for 2005.

35 SOMWAIE ...t -1.3 -0.2 -5.0| 203.3| Revised Census Bureau Service Annual Survey (SAS) detailed product receipts
data for 2004 and 2005; new SAS data for 2006; new BLS employment data for
2006.

36 Communication eqUIPMENT ... 05 6.8 -9.9 93.9 ?evised Census Bureau ASM shipments data for 2004; new ASM shipments data
or 2005.

37 Transportation eqUIPMENT ... s 1.3 12 134 1719

Of which:

38 Light trucks (including utility vehicles). -0.1 0.2 6.8 69.6 | Revised trade source data on unit sales and on transaction prices for 2006.

39 Autos 0.0 -0.4 5.1 39.2 | Revised trade source data on unit sales and on transaction prices for 2006.

40 Other equipment. 1.1 44 -0.7| 180.0 fF!evised Census Bureau ASM shipments data for 2004; new ASM shipments data
for 2005.

4 RESIAENMIAL .......voveriiveeiiiirii s 0.2 2.2 -1.9| 764.8

Of which:
42 SHUCHUIES ...ttt s 0.2 2.1 -1.7| 7552
Of which:

43 Multifamily structures .. 0.0 -0.9 -35 53.0 | Revised Census Bureau value of construction put in place data for 2006.

44| Change in private inventories 1.3 15.6 -2.9 46.7

45 -0.4 -0.8 -4.3 -12

46 1.5 16.4 1.3 47.8

47 Change in book value .... -0.2 19.9 4.0 80.8

Of which:

48 Manufacturing.. 34 19.1 -0.4 29.8 | Revised Census Bureau ASM inventory book value data for 2004; new ASM data for
2005; revised Census Bureau monthly inventory data for 2006.

49 IVA e 1.7 -35 -2.7| -33.0| Revised Census Bureau Annual Wholesale Trade Survey (AWTS), Anual Retail
Trade Survey (ARTS), and ASM information on accounting methods used for
inventory reporting for 2004; new AWTS, ARTS, and ASM information for 2005;
revised BEA unit labor cost indexes for 2004-2006; revised price weights for retail
and wholesale trade based on Census Bureau product-line sales data.

50 |Net exports of goods and services.... -2.2 21 0.5| -762.0 | Revised BEA international transactions accounts estimates for 2004—2006.

51| Exports 43 6.3 1.4 1,467.6

52 Goods -0.5 -0.5 -4.9( 1,030.5

53 Services.. 4.8 6.8 6.3| 4371

54| Imports ... 6.4 4.0 0.9 2,229.6

55 Goods . 43 3.0 0.9 1,880.4

56 Services.. 2.1 1.1 0.0 349.2

57 |Government consumption expenditures and gross investment ... -9.4 -9.4 -4.7| 2,523.0

58 -0.3 0.1 59| 9325

59 -0.5 -0.6 33| 624.3

Of which:

60 Consumption expenditures -0.8 -11 2.8| 544.8| Revised allocations of FY 2005 Federal budget data for 2004 and 2005; revised FY
2006 Federal budget data for 2005 and 2006; preliminary FY 2007 Federal budget
data for 2006; new BLS Quarterly Census of Employment and Wages data for 2006.

Of which:

61 Compensation of general government employees 0.2 1.3 50| 2248

62 Services -12 -2.6 -5.0| 199.2

63 Nondefense 0.2 0.8 2.6| 308.2| Revised allocations of FY 2005 Federal budget data for 2004 and 2005; revised FY

See the footnotes and abbreviations at the end of the table.

2006 Federal budget data for 2005 and 2006; preliminary FY 2007 Federal budget
data for 2006.
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Table 6. NIPA Revisions: Selected Components Detail and Major Source Data—Continues

Billions of Dollars

See the footnotes and abbreviations at the end of the table.

Revised
Line NIPA Component Revision in level IZOO? Major source data incorporated '
evel
2004 | 2005 | 2006
64| State and 0Cal ..o -9.1 -9.4| -10.6| 1,590.5
Of which:
65 ConSUMPLION EXPENTIIUIES ......ccvvvevvereerreieies it -10.0| -100| -11.8| 1,276.5
Of which:

66 NONAUIADIE GOOTS ... -3.7 -6.0 -8.3 201.7 | Revised Census Bureau government finances FY 2004 tabulations for 2004; new
government finances FY 2005 tabulations for 2004 and 2005.

67 SBIVICES 1.vvuvveveeeesresre s ses bbb bbb s s e b st -6.7 -85| -137 347.1 | Revised Census Bureau government finances FY 2004 tabulations for FY 2004;
new government finances FY 2005 tabulations for 2004 and 2005.

68 Less: Sales t0 0ther SECIOrS ... -2.1 -4.9 -7.6 317.9

Of which:

69 Sales of health and hospital charges.................ccoouurrvviiiinsrisviriinnnns -16| 56| -84| 145.2| Revised Census Bureau government finances FY 2004 tabulations for FY 2004;
new government finances FY 2005 tabulations for 2004 and 2005.

70 |Gross domestic product -26.6| -21.9| -51.9|13,194.7

71| Less: Statistical discrepancy 2.... -476| -656 -6.7| -18.1

72| Equals: Gross domestic income 21.0 43.8| -45.2| 13,212.8

Of which:

73 Compensation of employees, paid .. 6.2 -06| -50.0| 7,454.8

74 Wage and salary accruals ... 2.5 82| -17.7| 6,032.2| See entries under “National income.”

75 Disbursements... 25 32| -127| 6,024.7

76 To persons. 25 31| -12.8| 6,015.3

77 To the rest of the world..... 0.1 0.1 0.1 9.4

78 Wage accruals less disbursements.. 0.0 5.0 -5.0 75 g(t)agg governments data and trade source data on bonus payments for 2005 and

79 Supplements to wages and salaries 3.7 -8.7| -32.3| 1,422.6| See entries under “National income.”

80 Net operating surplus............... 15.0 41.8| -38.6| 3,225.3| See entries under “National income”

81 Consumption of fixed capital ... -0.1 47 38.3| 1,615.2

Of which:

82 Private 0.6 44 36.3| 1,3475

83 Domestic business... 0.7 1.3 30.5| 1,081.4| Revised BEA fixed investment and price estimates for 2004-2006.

84 Capital consumption allowances... -7.7 =31 -21.2 945.2 | Revised IRS tabulations of corporate tax return data for 2004; new IRS tabulations
for 2005; new IRS tabulations of sole proprietorship and partnership tax return
data for 2005; revised BEA fixed investment estimates for 2004-2006.

85 LSS COA ..ovvvvveereriririeir et -84 -43| -51.6| -136.1 CCAd{ is calculated as capital consumption allowances less consumption of fixed
capital.

86 Households and institutions -0.1 3.1 5.8 266.1 | Revised BEA fixed investment and price estimates for 2004-2006.

87 | Plus: Income receipts from the rest of the world. 273 30.8 25.8 691.4 | Revised BEA international transactions accounts estimates for 2004-2006.

88 | Less: Income payments to the rest of the world.. -2.6 -5.9 -2.3 633.4 | Revised BEA international transactions accounts estimates for 2004-2006.

89| Equals: Gross national income ................c....... 50.9 80.5| -17.1| 13,270.8

90 | Less: Consumption of fixed capital -0.1 4.7 38.3| 1,615.2

91 |Equals: National income .. 50.9 75.8| -55.4| 11,655.6

92 |Compensation of employees 6.1 -0.7| -50.1| 7,448.3

93| Wage and salary accruals 2.4 81| -17.9| 6,025.7

94 Government.. 13 3.2 6.7| 1,020.6 | New BLS Quarterly Census of Employment and Wages (QCEW) data for 2006.

95 1.1 48| -24.6| 5,005.1| Revised BLS QCEW data for 2004-2006; state governments data and trade
source data on bonus payments for 2005 and 2006.

96| Supplements to wages and SAIAMES .............c.urveeemerenmeiinsiierieseee e 3.7 -87| -323| 14226

97 Employer contributions for employee pension and insurance funds..................... 2.4 =565 -220 970.7 | New Department of Labor pension data for 2004; revised Pension Benefit
Guaranty Corporation (PBGC) data for 2004; new PBGC data for 2005; new
corporate financial data for 2006; new Department of Health and Human Services
Medical Expenditure Panel Survey data for 2004 and 2005.

98 Employer contributions for government social insurance ...............cccoovenerenniens 1.2 -32| -10.3 451.8 | See entries under “Personal income.”



16

Annual Revision of the NIPAs

August 2007

Table 6. NIPA Revisions: Selected Components Detail and Major Source Data—Continues

Billions of Dollars

Revised
Line NIPA Component Revision in level A|2OO?‘ Major source data incorporated '
evel
2004 | 2005 | 2006
99 |Proprietors’ income with IVA and CCAd;j. 0.5 -0.8 -8.4| 1,006.7
100| Farm 11 0.6 -32 19.4
101| Nonfarm -0.6 -13 -5.1| 9874
Of which:

102 Proprietors’ income... -03] -126 -9.2| 888.8| New IRS tabulations of sole proprietorship and partnership tax return data for 2005.

103 CCAdj 0.1 113 46| 102.6| Capital consumption allowances: New IRS tabulations of sole proprietorship and
partnership tax return data for 2005. Consumption of fixed capital: Revised BEA
fixed investment and price estimates for 2004-2006.

104 |Rental income of persons with CCAd].............c.couuurerrernirinenrineeree s -86| -299| -229 54.5

Of which:

105 Rental income of persons -86| -295| -219 70.4 | Revised Census Bureau Residential Finance Survey data on rent-to-value ratios for
2001; revised FRB flow of funds residential mortgage liabilities data for 2004-2006;
new trade source data on property insurance for 2005; new Census Bureau
American Housing Survey unit-stock data for 2005; new Census Bureau Current
Population Survey/Housing Vacancy Survey data for owner- and tenant-occupied
dwellings for 2006; revised IRS tabulations of individual tax return data for 2004;
new IRS data for 2005; new Federal National Mortgage Corporation mortgage-
originations data for 2005; revised Department of Housing and Urban Development
(HUD) data on average closing costs for 2004 and 2005; new HUD data for 2006;
new Census Bureau data on expenditures for residential improvements and repairs
for 2006; new Census Bureau government finances FY 2005 data on local property
taxes for 2004 and 2005; revised government finances FY 2004 and FY 2005 data
on state property taxes for 2004 and 2005; new government finances FY 2006 data
on state property taxes for 2005 and 2006.

106 |Corporate profits with IVA and CCAd] ...............cocovvciirinricccceeccis 48.6 421| -62.0| 1,553.7 | Revised IRS tabulations of corporate tax return data for 2004; new IRS tabulations
for 2005; regulatory agency and public financial reports profits data for 2006.

107 | Profits before tax 60.4 60.9 -5.1| 1,805.8

108 Domestic industrie 433 39.7| -19.3| 1,548.5

109 Financial 48 345 65| 505.3

110 Mining 1.5 5.1 26 56.7

111 Utilities ... 24 -19| -128 349

112 Construction .. 1.2 -1.0 -5.1 64.2

113 Manufacturing 35 -18| -16.0| 313.1

114 Wholesale trade. 10.0 -16 -92| 108.1

115 Retail trade 3.0 0.9 -6.1| 1288

116 Transportation and warehousing .. 2.3 7.2 7.2 419

117 Information............ 6.4 =27 2.2 85.7

118 Other nonfinancial 8.1 1.2 16.0| 209.8

119 Rest of the world 1741 21.2 142| 257.3| Revised BEA international transactions accounts estimates for 2004-2006.

120| IVA...... -33 -3.6 -19| -36.3

121 CCAd.... -84| -151| -54.9| -215.8| Capital consumption allowances: Revised IRS tabulations of corporate tax return
data for 2004; new IRS tabulations for 2005. Consumption of fixed capital: Revised
BEA fixed investment and price estimates for 2004-2006.

122 |Net interest and miscellaneous payments................ccccoooeniineiiniinniinncinsineenes 6.1 74.6 89.2| 598.5

Of which:
123 Net interest °.. 6.1 745 90.3| 580.2
124 Monetary interest paid.. 15.7 893 . 3,520.9
Of which:

125 DOMESHC DUSINESS .....vvveirieerice st enes 0.3 710 e 2,080.0 | Revised IRS tabulations of corporate tax return data for 2004; new IRS tabulations
for 2005; new IRS tabulations of sole proprietorship and partnership tax return data
for 2005; revised FRB flow of funds residential mortgage liabilities data and
nonfinancial corporate liabilities data for 2004 and 2005; new FRB data for 20086;
revised USDA data on interest paid by farmers for 2004 and 2005; new USDA data
for 2006; new Federal Deposit Insurance Corporation data, Credit Union National
Association data, Office of Thrift Supervision data, and trade source data on
investment companies for 2006.

Of which:

126 Financial corporations 0.1 51.3|... 1,183.2

127 Nonfinancial corporations.. 0.2 . 516.1

128 Sole proprietorships and partnerships . . 0.1 524 .. 303.1

129 PEISONS ......vvirivri it 5.1 LAY - 262.6 | Revised FRB consumer credit data for 2006; revised FRB interest rate data for
2004-2006; new regulatory data for 2006.

130 Rest of the world 12.9 11.3]... 266.1

131 Less: Monetary interest received.. 15.7 89.3] ... 3,520.9 | Revised IRS tabulations of corporate tax return data for 2004; new IRS tabulations
for 2005; new IRS tabulations for sole proprietorship and partnership tax return data
for 2005; revised FRB flow of funds nonfinancial corporate assets data for 2004 and
2005; new FRB data for 2006; new Federal Deposit Insurance Corporation data,
Credit Union National Association data, Office Thrift Supervision data, and trade
source data on investment companies for 2006.

132 Domestic business 8.1 289 e 2,294.4

Of which:

133 Financial corporations 9.2 105]... 1,866.6

134 Nonfinancial corporations.. -1.2 . 309.5

135 Financial sole proprietorships and partnerships... 0.0 249| .. 118.2

See the footnotes and abbreviations at the end of the table.
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Table 6. NIPA Revisions: Selected Components Detail and Major Source Data—Table Ends

Billions of Dollars
Revised
Line NIPA Component Revision in level %OO?‘ Major source data incorporated '
eve
2004 | 2005 | 2006
136 Persons 3.6 5811 ... 689.8
137 Governmen 3.8 7.3]|... 85.2
Of which:

138 State and local... 21 55|... 68.6 | Revised Census Bureau government finances FY 2004 tabulations for 2004; new
government finances FY 2005 tabulations for 2004 and 2005.

139 Rest of the world 04 -5.01... 451.4

140 Plus: Imputed interest paid ... 0.3 105].... 287.3

Of which:
141 Depositor and insurance services (paid by domestic financial corporate
DUSINESS) ...ttt 0.3 12.0 [ v 459.7 | Revised FRB Call Report data on commercial banks for 2004-2006; new trade
source data on property insurance companies for 2005; new trade source data on
other financial intermediaries for 2006.
Of which:

142 Life INSUFANCE CAMMIEIS ...vvuvveeriierreesseies s et ssssens 1.6 149 . 213.8| New trade source data on investment income of life insurance carriers for 2005;
revised FRB flow of funds asset data on life insurance companies for 2004 and
2005; new FRB data for 2006.

143 Less: Imputed interest reCeIVed.............orurinrreinririi s 0.3 105 oo 287.3

Of which:
144 Depositor and iNSUrANCE SEIVICES ..........cwereeereereeesrerrereseesseesersseeseesessees 04 10.7 ] v 464.9 | Revised FRB flow of funds asset data for 2004 and 2005; new FRB data for 2006.
Of which:

145 Persons (from life inSUranNCe Carriers) ........c....vweeeerererveneeernerinennes 16 149 e, 213.8

146 | Taxes on production and IMPOIS ...............ccc.ccoriiiiiiniisccieseec e -0.2 -0.8 2.2 967.3

147 |Less: Subsidies -0.1 1.2 -2.8 49.7

148 |Business current transfer payments (net)... 25| -17| -24 90.2

Of which:

149 To persons (net) -1.7 -8.1 -8.1 27.2 | New trade source data on insured losses for 2005.

150 |Current surplus of government enterprises 0.8 0.3 -4.0 -13.9

151 |Addenda:

152 |Gross national product 34 14.7| -23.8| 13,252.7

153 |Gross saving 744| 122.6 23.8| 1,866.9

154 |Personal income ..............cc....... -4.2 61.9 92.2| 10,983.4 | See entries under “National income” and additional sources below.

155| Compensation of employees, received ... 6.1 -5.7| -451| 74408

156 | Proprietors’ income with IVA and CCAdj.. 0.5 -0.8 -8.4| 1,006.7

157 | Rental income of persons with CCAdj.. -86| -29.9, -229 54.5

158 | Personal income receipts on assets. 4.2 98.4| 140.2| 1,796.5

159 Personal interest income...... 4.3 73.9 83.5| 1,100.2 | See entries under “Net interest.”

160 Personal dividend income..... -0.1 24.5 56.7 696.3 | Revised IRS tabulations of corporate tax return data for 2004; new IRS tabulations
for 2005; regulatory agency and public financial statements data on dividends for
2006, revised BEA international transactions accounts estimates for 2004-2006.

161| Personal current transfer receipts .... —4.0 -5.9 10.3| 1,6125

162 Government social benefits -2.3 2.2 18.4| 1,585.3

Of which:

163 FEUBTAL ...ttt st -3.1 0.7 17.3| 1,184.6 | Revised allocations of FY 2005 Federal budget data for 2004 and 2005; revised FY
2006 Federal budget data for 2005 and 2006; preliminary FY 2007 Federal budget
data for 2006; new Centers for Medicare and Medicaid Services tabulations of
Medicare and Medicaid payments for 2004; new Treasury Department data for
2006; new Department of Labor data on unemployment benefits for 2006.

164 Other current transfer receipts, from business (net).... -17 -8.1 -8.1 27.2

165| Less: Contributions for government social insurance 24 -58| -18.1 927.6

Of which:

166 Federal... 3.0 -6.0| -19.3 901.6 | Revised Social Security Administration (SSA) data on taxable wages for 2004 and
2005; new SSA data for 2006.

167 |Less: Personal CUMENT taXES.........cuiiiveiiiieriieisies s -35 6.0 -7.8| 1,354.3

Of which:

168 FEUBTAL ..ottt bbb s -4.0 45 -8.3| 1,053.2| Revised SSA data on taxable wages for 2004 and 2005; new SSA data for 2006;
Treasury Department personal income tax collections data for 2004-2006.

169 | Equals: Disposable personal iNCOME..............ouuereerueriesieeissseiseses e -0.7 5591 100.0| 9,629.1

170 |Less: Personal OUHIAYS ............c.curiiniieiinie s -80| -235| -352| 9,590.3

Of which:

171 Personal consumption expenditures -156| -34.6| -44.4| 9,2245| See entries under “Personal consumption expenditures”

172 Personal interest payments 5.3 8.3 7.7 238.0 | See entries under “Net interest.”

173 | Equals: Personal SaViNg..........ccc..ouruuiurmeiinrisinsismsisssssiss s sssssssssssssssssssssssssans 74 794 13562 38.8

1. In these descriptions, “new” indicates this is the first time that data from the specific source are being incorpo- BEA Bureau of Economic Analysis
rated into the component estimate for the given year, and “revised” indicates that data from the specific source BLS Bureau of Labor Statistics
were incorporated previously and now revised data from that source are being incorporated. CCAdj Capital consumption adjustment
2. The statistical discrepancy is gross domestic product (GDP) less gross domestic income (GDI); it is also the EIA Energy Information Administration
difference between gross national product (GNP) and gross national income (GNI), which is GDI plus net income FRB Federal Reserve Board
receipts from the rest of the world. The statistical discrepancy arises because the product-side measures of GDP FY Fiscal year
and GNP are estimated independently from the income-side measures of GDI and GNI. IRS Internal Revenue Service
3. Net interest is the sum of monetary interest paid by domestic business and by the rest of the world and IVA Inventory valuation adjustment
imputed interest paid by domestic financial corporate business, less monetary interest received by domestic busi- USDA  U.S. Department of Agriculture

ness and by the rest of the world and imputed interest received by domestic business and by the rest of the world.
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Gross domestic income (GDI) and the statistical
discrepancy. GDI, which measures the costs incurred
and the incomes earned in the production of GDP, was
revised up $21.0 billion for 2004, was revised up $43.8
billion for 2005, and was revised down $45.2 billion for
2006.

For 2004, the revision to GDI primarily reflects an
upward revision to net operating surplus. The revision
to net operating surplus reflects an upward revision to
domestic corporate profits with inventory valuation
adjustment (IVA) and capital consumption adjust-
ment (CCAdj) that was partly offset by downward re-
visions to rental income of persons with CCAdj and to
domestic net interest and miscellaneous payments
(that is, net interest paid by domestic private enter-
prises and rents and royalties paid by private enter-
prises to government).

For 2005, the revision to GDI primarily reflects up-
ward revisions to net operating surplus and to wage
and salary accruals that were partly offset by a down-
ward revision to supplements to wages and salaries.
The revision to net operating surplus primarily reflects
upward revisions to domestic net interest and miscella-
neous payments and to domestic corporate profits
with IVA and CCAdj that were partly offset by down-
ward revisions to rental income of persons with CCAdj
and to “business current transfer payments (net).”

For 2006, the revision to GDI reflects downward re-
visions to net operating surplus, to supplements to
wages and salaries, and to wage and salary accruals that
were partly offset by an upward revision to consump-
tion of fixed capital. The revision to net operating sur-
plus primarily reflects downward revisions to domestic
corporate profits with IVA and CCAdj, to rental in-
come of persons with CCAdj, and to proprietors’ in-
come with IVA and CCAdj that were partly offset by an
upward revision to domestic net interest and miscella-
neous payments.

The statistical discrepancy is the difference between
GDP and GDI.* For 2004, the statistical discrepancy
was revised down from $66.7 billion to $19.1 billion
(from 0.6 percent to 0.2 percent of GDP). For 2005, the
statistical discrepancy was revised down from $71.0
billion to $5.4 billion (from 0.6 percent to less than 0.1
percent of GDP). For 2006, the statistical discrepancy
was revised down from —$11.4 billion to —$18.1 billion
(unchanged from —0.1 percent of GDP). The revisions
to the discrepancy for 2004 and 2005 reflect downward
revisions to GDP and upward revisions to GDI. For
2006, the revision to the discrepancy reflects a larger
downward revision to GDP than to GDI.

4. See the box “The Statistical Discrepancy” in Robert P. Parker and
Eugene P. Seskin, “Annual Revision of the National Income and Product
Accounts,” SURVEY 77 (August 1997): 19.
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Product-side components

Personal consumption expenditures (PCE) for goods
was revised down for all 3 years: $3.8 billion for 2004,
$32.4 billion for 2005, and $48.3 billion for 2006. For
each year, most of the revision was accounted for by
“goods other than motor vehicles and parts,” but mo-
tor vehicles and parts also contributed.

“Goods other than motor vehicles and parts” was
revised down $2.7 billion for 2004, was revised down
$29.1 billion for 2005, and was revised down $37.8 bil-
lion for 2006. These revisions resulted from the incor-
poration of revised annual data on retail sales and food
services sales for 2004, of newly available annual data
for 2005, and of revised monthly sales data for 2006.

For all 3 years, the revisions were mostly accounted
for by downward revisions to food (specifically, both
“food purchased for off-premise consumption” and
“purchased meals and beverages”). “Other durable
goods” (specifically, “wheel goods, sports and photo-
graphic equipment, boats, and pleasure aircraft”) and
“other nondurable goods” also contributed to the
downward revisions for all 3 years.

Motor vehicles and parts was revised down for all 3
years: $1.1 billion for 2004, $3.3 billion for 2005, and
$10.5 billion for 2006. The revisions were primarily ac-
counted for by downward revisions to “net purchases
of used autos and used light trucks.” For 2004 and
2005, the revisions to used motor vehicles reflect the
incorporation of revised 2004 and new 2005 data on
sales and gross margins of used vehicle dealers. For
2006, the downward revision to used motor vehicles
was accounted for by sales of used vehicles by business,
reflecting the incorporation of newly available trade
source data on business registrations by type (rental,
lease, and other business vehicles) and estimates of re-
tention periods for each type of vehicle.®

PCE for services was revised down $11.8 billion for
2004, was revised down $2.2 billion for 2005, and was
revised up $3.9 billion for 2006. For 2004, the revision
was primarily accounted for by a downward revision to
housing services. For 2005, a downward revision to
housing services was partly offset by an upward revi-
sion to “other services.” For 2006, the revision was
more than accounted for by an upward revision to
“other services,” but within housing services, there
were large offsetting revisions.

For 2004 and 2005, the revisions to housing services
reflected downward revisions to owner-occupied space
rent that were partly offset by upward revisions to ten-
ant-occupied rent; for 2006, a downward revision to
owner-occupied space rent was mostly offset by an up-
ward revision to tenant-occupied rent. For 2004 and

5. Most used vehicles sold by businesses, often through auctions, are ulti-
mately purchased by consumers through motor vehicle dealers.
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2005, the revisions to owner-occupied space rent re-
flect revised estimates of imputed mean rent using new
BEA constant-dollar owner-occupied housing stocks
and newly available data on unit stocks from the 2005
American Housing Survey (AHS).® For 2006, the revi-
sion reflects newly available data on unit stocks from
the current population survey/housing vacancy survey
(CPS/HVS). For all 3 years, the revisions to tenant-oc-
cupied rent reflect newly available data on unit stocks
and mean contract rent from the 2005 AHS and newly
available data on unit stocks from the 2006 CPS/HVS.

For 2005, the upward revision to “other services”
primarily reflects an upward revision to brokerage
charges and investment counseling, specifically to in-
vestment counseling services, based on revised Census
Bureau Service Annual Survey (SAS) data.

For 2006, the revision to “other services” reflects

6. “Space rent,” or the imputed rental value of owner-occupied housing,
reflects the amount of money owner-occupants would have spent for hous-
ing if they were renting that housing.

upward revisions to personal care services, to religious
and welfare activities, and to net foreign travel that
were partly offset by a downward revision to personal
business services. The revision to personal care services
was primarily accounted for by an upward revision to
“other” personal care services that was based on newly
available Census Bureau SAS data. The revision to reli-
gious and welfare activities was primarily accounted
for by upward revisions to social welfare organizations
and to religious organizations. The revision to social
welfare organizations was based on newly available
SAS data. The revision to religious organizations re-
flected estimates of religious giving that were based on
new BEA estimates of per capita disposable personal
income and Census Bureau population data. The revi-
sion to net foreign travel was accounted for by revised
estimates of travel and passenger fare imports and ex-
ports from BEA’s international transactions accounts.
The revision to personal business services reflects a
downward revision to “services furnished without pay-

Carol E. Moylan, Chief of the National Income and
Wealth Division, supervised the preparation of this year’s
annual revision of the national income and product
accounts. Brian C. Moyer, Chief of the Government Divi-
sion, directed major parts of the revision. Brent R. Moul-
ton, Associate Director for National Economic Accounts,
provided overall supervision. David E. Sullivan—together
with Charles Ian Mead, Robert J. Kornfeld, and Steven D.
Dobberowsky—coordinated and conducted the estima-
tion and review process.

Eugene P. Seskin and Shelly Smith wrote the article.
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and other review materials for both the article and the
news release.
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ment by financial intermediaries except life insurance
carriers” that was partly offset by an upward revision
to brokerage charges and investment counseling. The
revision to “services furnished without payment by fi-
nancial intermediaries except life insurance carriers”
was based on revised Federal Reserve Board (FRB) Call
Report data for commercial banks, newly available FRB
data on sectoral holdings of commercial bank deposits,
newly available data on interest paid and received for
savings institutions and credit unions from the Federal
Deposit Insurance Corporation, the Office of Thrift
Supervision, and the Credit Union National Associa-
tion, and new trade source data on mutual fund assets.
The revision to brokerage charges and investment
counseling, specifically to investment counseling ser-
vices, was based on the incorporation of newly avail-
able Census Bureau SAS data for 2006.

Nonresidential structures investment was revised
down for all 3 years: $2.6 billion for 2004, $4.0 billion
for 2005, and $6.1 billion for 2006. For 2006, the revi-
sion primarily reflects a downward revision to “other”
structures (specifically, lodging structures and farm
structures) that resulted from the incorporation of re-
vised Census Bureau data on the value of construction
put in place.

Equipment and software investment was revised up
for all 3 years: $1.8 billion for 2004, $10.4 billion for
2005, and $7.6 billion for 2006. For 2005, the revision
reflects upward revisions to “other” equipment and to
information processing equipment and software (spe-
cifically, computers and peripheral equipment). For
2006, the revision primarily reflects an upward revi-
sion to transportation equipment (specifically, light
trucks and autos) that was partly offset by downward
revisions to information processing equipment and
software and to industrial equipment. (Within infor-
mation processing equipment and software, downward
revisions to software and to communication equip-
ment were partly offset by an upward revision to com-
puters and peripheral equipment.)

For 2005, the revisions mainly reflect the incorpora-
tion of newly available shipments data from the An-
nual Survey of Manufactures and revised exports and
imports data from BEA’s international transactions ac-
counts. For 2006, the revisions mainly reflect revised
trade source data on truck and auto unit sales and
transaction prices and newly available product receipts
data from the Census Bureau’s 2006 Service Annual
Survey.

Residential fixed investment was revised up $0.2
billion for 2004, was revised down $2.2 billion for
2005, and was revised down $1.9 billion for 2006.
These revisions reflect the incorporation of revised
Census Bureau data on the value of construction put in
place.
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Change in private inventories was revised up $1.3
billion for 2004, was revised up $15.6 billion for 2005,
and was revised down $2.9 billion for 2006.”

The change in farm inventories was revised down
for all 3 years: $0.4 billion for 2004, $0.8 billion for
2005, and $4.3 billion for 2006.8

The change in private nonfarm inventories was re-
vised up for all 3 years: $1.5 billion for 2004, $16.4 bil-
lion for 2005, and $1.3 billion for 2006. For 2005, the
revision primarily reflects an upward revision to man-
ufacturing inventories that was partly offset by a
downward revision to the inventory valuation adjust-
ment.

For 2005, the revisions to inventories reflect the in-
corporation of newly available annual book value data
from Census Bureau annual manufacturing and trade
surveys and from IRS tabulations of tax return data for
corporations and for sole proprietorships and partner-
ships. The revision to the inventory valuation adjust-
ment primarily reflects newly available information
from the Census Bureau on the accounting methods
used in inventory reporting, revised BEA unit labor
cost indexes, and revised price weights for retail and
wholesale trade from product-line sales data from the
Census Bureau.

Net exports of goods and services was revised
down $2.2 billion for 2004, was revised up $2.1 billion
for 2005, and was revised up $0.5 billion for 2006. For
2004, the revision reflects an upward revision to im-
ports of goods and services that is largely offset by an
upward revision to exports of services. For 2005, the
revision primarily reflects an upward revision to ex-
ports of services that was partly offset by an upward re-
vision to imports of goods and services. For 2006,
within exports, an upward revision to services was
largely offset by a downward revision to goods.

The revisions reflect the annual revision to BEA’s in-
ternational transactions accounts (ITAs), which incor-
porated new and updated source data.’

For most components, the revisions to the ITAs for
2004-2006 were incorporated into the NIPAs at their
“best level.” As a result, there are small discontinuities
between the NIPA estimates for 2003 and those for
2004 (table 7). For current-dollar net exports of goods
and services (and for current-dollar GDP), the change
from 2003 to 2004 was understated by $2.0 billion.

7. Change in private inventories is calculated by adjusting inventories
reported by businesses on a non-LIFO (last-in-first-out) book-value basis
to a current-period replacement-cost basis; this revaluation eliminates
gains or losses that result from holding inventories when prices change. The
inventory valuation adjustment, which is calculated as the change in private
inventories less the change in book values, reflects inventory price changes
for firms that value inventory withdrawals at acquisition (historical) cost.

8. The IVA is not needed for farm inventories, because they are measured
on the basis of current-market prices.

9. See Christopher L. Bach, “Annual Revision of the U.S. International
Accounts, 1997-2006,” Survey 87 (July 2007): 37-53.
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(The revisions to the ITAs for years before 2004 will be
incorporated in the next comprehensive NIPA revi-
sion.)

Government consumption expenditures and gross
investment was revised down for all 3 years: $9.4 bil-
lion for 2004, $9.4 billion for 2005, and $4.7 billion for
2006.

Federal Government spending was revised down
$0.3 billion for 2004, was revised up $0.1 billion for
2005, and was revised up $5.9 billion for 2006. Defense
spending was revised down $0.5 billion for 2004, was
revised down $0.6 billion for 2005, and was revised up
$3.3 billion for 2006. Within defense consumption ex-
penditures, for 2006, an upward revision to compensa-
tion was offset by a downward revision to services. The
revision to compensation reflects the incorporation of
revised Federal budget data for fiscal year 2006, pre-
liminary budget data for fiscal year 2007, and revised
tabulations from the BLS Quarterly Census of Employ-
ment and Wages. The revision to services reflects a re-
vised allocation of spending that resulted from the
revision to compensation within an annual control
that was based on data from the Monthly Treasury

Table 7. Discontinuities in NIPA Foreign Transactions, 2003-2004

[Billions of dollars]

Change from
2003 2004 | 5003 1 2004
Published E’I:fljgﬂ Adjusted | Revised |Published |Adjusted
Net exports of goods and
services .. -499.4 -2.0| -501.4| -615.4| -116.0| -114.0
Exports ... 1,040.8 1.7| 1,042.4| 1,182.4| 141.6| 140.0
Goods .. 724.4 00| 7244| 8183 93.9| 939
Services 316.4 17| 318.0| 3641 47.7| 4641
Imports. 1,540.2 3.7| 15438 1,797.8| 2576 254.0
Goods 1,283.9 36| 12875 1,4995 2156 212.0
Services 256.2 01| 256.3| 298.3 421 420
Net receipts of income.. 56.8 8.8 65.7 76.2 19.4| 105
Income receipts ............ .| 3368 17.5| 354.3| 437.5| 100.7| 832
Wage and salary receipts .... 2.8 0.0 2.8 2.8 0.0 0.0
Income receipts on assets... |  334.0 175 3515 4347 100.7| 832
Interest . 84.9 17.8| 102.7| 1183 334| 156
Dividends... 100.9 00| 100.9| 1211 202| 202
Reinvested earnings of
U.S. directinvestment
abroad 148.2 -0.3| 1479| 1953 471 474
Income payments ..... .| 280.0 8.7| 2886| 361.3 81.4| 727
Wage and salary payments.. 8.5 0.0 8.5 9.0 0.5 0.5
Income payments on assets 2714 87| 280.1| 3523 809| 722
Interest .. 187.8 89| 196.7| 2294 416| 327
Dividends... 68.9 0.0 68.9 73.3 44 44
Reinvested
foreign direct
investment in the
United States............. 147 -0.2 145 49.7 35.0| 352
Current taxes and transfer
payments to the rest of the
world (Net) ........ccocovevuereerienas 69.7 14 7.1 84.9 152 138
Addenda:
Gross domestic product........... 10,960.8 -2.0(10,958.8|11,685.9| 7251 | 7271
Gross national product............. 11,017.6 6.8(11,024.4 |11,762.1 7445| 7377

1. Equals the revisions to the U.S. international transactions accounts that have not been carried
back in the NIPAs at this time.

SURVEY OF CURRENT BUSINESS 21

Statement.!0

State and local government spending was revised
down for all 3 years: $9.1 billion for 2004, $9.4 billion
for 2005, and $10.6 billion for 2006. For all 3 years, the
revisions were more than accounted for by downward
revisions to consumption expenditures: $10.0 billion
for 2004, $10.0 billion for 2005, and $11.8 billion for
2006. Within consumption expenditures, the revisions
reflect downward revisions to intermediate goods and
services (especially, nondurable goods and services)
that were partly offset by downward revisions to “sales
to other sectors,” mainly health and hospital charges (a
subtraction in the derivation of consumption expendi-
tures).!!

For all 3 years, the revisions to “intermediate goods
and services” and to “sales to other sectors” reflect the
incorporation of revised data for fiscal year 2004 and
newly available data for fiscal year 2005 from the Cen-
sus Bureau’s surveys of government finances.

Income-side components

Compensation of employees, paid was revised up $6.2
billion for 2004, was revised down $0.6 billion for
2005, and was revised down $50.0 billion for 2006. For
2004, the revision reflects upward revisions to supple-
ments to wages and salaries and to wage and salary ac-
cruals. For 2005, the revision reflects a downward
revision to supplements to wages and salaries that was
mostly offset by an upward revision to wage and salary
accruals. For 2006, the revision reflects downward re-
visions to supplements to wages and salaries and to
wage and salary accruals.

For 2004, the revision to wage and salary accruals
reflects an upward revision to wage and salary dis-
bursements. For 2005, the revision reflects upward re-
visions to the adjustment “wage accruals less
disbursements (WALD)” and to wage and salary dis-
bursements. For 2006, the revision reflects downward
revisions to wage and salary disbursements and to the
WALD adjustment. For all 3 years, the revisions to
wage and salary disbursements reflect the incorpora-
tion of revised and newly available data from the BLS

10. Annual controls for total current-dollar defense spending are based
on data from the Monthly Treasury Statement (MTS) and other sources. For
more information about the use of the MTS in the derivation of the Federal
estimates, see Pamela A. Kelly, “The Monthly Treasury Statement and BEA’s
Estimates of Federal Government Spending,” Survey 86 (February 2006): 6,
and Mary L. Roy and Andrew P. Cairns, “Federal Budget Estimates for Fis-
cal Year 2008,” Survey 87 (March 2007): 10-21.

11. Government consumption expenditures, which is a measure of the
value of services produced by general governments on behalf of the public
at large, is calculated as gross output less own-account investment and sales
to other sectors. Gross output is measured by the cost of inputs, including
compensation of employees, consumption of fixed capital, and intermedi-
ate goods and services purchased.
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Quarterly Census of Employment and Wages
(QCEW). For 2005 and 2006, the revisions to the
WALD adjustment reflect unusually large bonus pay-
ments accrued in the fourth quarter of 2005 and dis-
bursed in the first quarter of 2006 and are based on
revised QCEW data from the BLS, on data from state
governments, and on data from other sources. (The
previously published estimates for 2006 already re-
flected a WALD adjustment for unusually large bonus
payments accrued in the fourth quarter of 2006 and
disbursed in the first quarter of 2007, which was not
revised during the annual revision.)

For 2004, the revision to supplements to wages and
salaries reflects small upward revisions to employer
contributions for employee pension and insurance
funds and to employer contributions for government
social insurance. For 2005 and 2006, the revisions to
supplements reflect downward revisions to employer
contributions for employee pension and insurance
funds and to employer contributions for government
social insurance.

For 2004, the revision to employer contributions for
employee pension and insurance funds reflects an up-
ward revision to employer contributions for private
pension and profit-sharing plans that was partly offset
by a downward revision to employer contributions to
group health insurance. For 2005, a downward revi-
sion to employer contributions for group health insur-
ance was partly offset by an upward revision to
employer contributions for private pension and profit-
sharing plans. For 2006, the downward revision to em-
ployer contributions for employee pension and insur-
ance funds reflects the incorporation of newly available
regular source data.!?

The revisions to employer contributions for private
pension and profit-sharing plans primarily reflect the
incorporation of revised and newly available data from
the Pension Benefit Guaranty Corporation for 2004
and 2005, newly available data from the Department of
Labor for 2004, and tabulations of newly available data
from corporate annual reports for 2006. For 2004 and
2005, the revisions to employer contributions for
group health insurance reflect the incorporation of
more complete and newly available tabulations of
these contributions from the Department of Health
and Human Services Medical Expenditure Panel Sur-
vey; for 2006, the revision to these contributions re-
flects extrapolation from the revised 2005 level.

Net operating surplus consists of net operating sur-
plus of private enterprises (proprietors’ income, rental
income of persons, corporate profits, net interest, and
business current transfer payments) and the current

12. For 2006, the revision cannot be attributed to the same level of com-
ponent detail as that for 2005 because for 2006, the previously published
estimates were prepared at a less detailed level.
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surplus of government enterprises. This component
was revised up $15.0 billion for 2004, was revised up
$41.8 billion for 2005, and was revised down $38.6 bil-
lion for 2006.

Consumption of fixed capital (CFC), which is the
charge for the using up of private and government
fixed capital, was revised down $0.1 billion for 2004,
was revised up $4.7 billion for 2005, and was revised
up $38.3 billion for 2006. For 2006, the revision was
mostly accounted for by an upward revision to the pri-
vate component of CFC that reflected the replacement
of estimates derived from quarterly extrapolations
with estimates derived from detailed annual source
data, including revised BEA estimates of fixed invest-
ment and revised prices for 2004-2006. (The estimates
of investment and prices are direct inputs into the cal-
culation of both private and government net capital
stocks, which are used to calculate CFC.)

Private capital consumption allowances (CCA) is
tax-return-based depreciation for corporations and
nonfarm proprietorships and historical-cost deprecia-
tion (using consistent service lives) for farm propri-
etorships, rental income of persons, and nonprofit
institutions. CCA for domestic business was revised
down for all 3 years: $7.7 billion for 2004, $3.1 billion
for 2005, and $21.2 billion for 2006. For 2004, the revi-
sion primarily reflects the incorporation of revised IRS
tax return data for corporations. For 2006, the revision
resulted from the incorporation of revised BEA projec-
tions of IRS depreciation and amortization based on
statistical modeling and recent historical trends in the
IRS depreciation and amortization estimates.

Private capital consumption adjustment (CCAdj)
converts depreciation that is on a historical-cost (book
value) basis—CCA—to depreciation that is on a cur-
rent-cost (replacement) basis—CFC—and it is derived
as the difference between private CCA and private
CFEC. Private CCAdj for domestic business was revised
down for all 3 years: $8.4 billion for 2004, $4.3 billion
for 2005, and $51.6 billion for 2006.

Proprietors’ income with IVA and CCAdj was re-
vised up $0.5 billion for 2004, was revised down $0.8
billion for 2005, and was revised down $8.4 billion for
2006. For 2004, the revision was more than accounted
for by an upward revision to farm proprietors’ income.
For 2005, the revision was more than accounted for by
a downward revision to nonfarm proprietors’ income.
For 2006, the revision reflects downward revisions to
both nonfarm proprietors’ income and farm propri-
etors’ income.

Farm proprietors' income was revised up $1.1 bil-
lion for 2004, was revised up $0.6 billion for 2005, and
was revised down $3.2 billion for 2006. For 2004 and
2005, the revisions resulted from the incorporation of
revised information from the U.S. Department of Ag-
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riculture (USDA) and revised BEA estimates of depre-
ciation. For 2006, the downward revision resulted from
the incorporation of newly available data from the
USDA and revised BEA estimates of depreciation.

Nonfarm proprietors’ income with IVA and CCAdj
was revised down for all 3 years: $0.6 billion for 2004,
$1.3 billion for 2005, and $5.1 billion for 2006. For
2005, the small revision reflects a downward revision
to nonfarm proprietors’ income without CCAdj that
was largely offset by an upward revision to the CCAdj
and was based on newly available IRS tabulations of
sole proprietorship and partnership tax returns for
2005. For 2006, the revision reflects a downward revi-
sion to nonfarm proprietors’ income that was partly
offset by an upward revision to the CCAdj. The revi-
sion to proprietors’ income reflected the revisions to
the 2005 industry levels and the revisions to the indus-
try-specific indicators used for extrapolation; the revi-
sion to the CCAdj primarily reflected the revised 2005
levels. (For more information about the CCAdj, see
“Consumption of fixed capital.”)

Rental income of persons with CCAdj was revised
down for all 3 years: $8.6 billion for 2004, $29.9 billion
for 2005, and $22.9 billion for 2006. For 2004, the revi-
sion was primarily accounted for by a downward revi-
sion to rental income of persons without CCAdj for
nonfarm residential dwellings that reflected a down-
ward revision to nonfarm permanent-site space rent.’
For 2005 and 2006, the revisions were accounted for by
upward revisions to nonfarm permanent-site expenses
(which are subtracted in the calculation of rental in-
come) and downward revisions to nonfarm perma-
nent-site space rent. The revisions to nonfarm
permanent-site expenses were primarily accounted for
by revisions to property insurance, closing costs, and
other housing expenses that resulted from the incorpo-
ration of data from regular sources (see table 6).

Corporate profits with IVA and CCAdj was revised
up $48.6 billion for 2004, was revised up $42.1 billion
for 2005, and was revised down $62.0 billion for 2006.
For 2004 and 2005, the revisions reflect upward revi-
sions to profits before tax that were partly offset by
downward revisions to the CCAdj. For 2006, the revi-
sion reflects downward revisions to both profits before
tax and the CCAdj. (For more information about the
CCAdj, see “Consumption of fixed capital.”) The revi-
sions to profits before tax resulted from the incorpora-
tion of revised 2004 and newly available 2005 IRS
tabulations of corporate tax return data and of profits
data for 2006 from regulatory agencies and public fi-
nancial reports.

Domestic profits was revised up for 2004, was re-

13. The revisions to space rent were discussed in the section “PCE for ser-
s or
vices!
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vised up for 2005, and was revised down for 2006; rest-
of-the-world profits was revised up for all 3 years. The
revisions to domestic profits primarily resulted from
the incorporation of revised 2004 and newly available
2005 IRS tabulations of corporate tax return data and
of other data from regular sources. The revisions to
rest-of-the-world profits resulted from the incorpora-
tion of the annual revision of the international transac-
tions accounts.

Net interest and miscellaneous payments was re-
vised up for all 3 years: $6.1 billion for 2004, $74.6 bil-
lion for 2005, and $89.2 billion for 2006. The revisions
were accounted for by revisions to net interest.'*

For 2004, an upward revision to monetary interest
paid by the rest of the world was partly offset by an up-
ward revision to monetary interest received by domes-
tic corporate business. For 2005, upward revisions to
both monetary and imputed interest paid by domestic
business were partly offset by upward revisions to
monetary interest received by domestic business.

For 2004 and 2005, the revisions to domestic mone-
tary interest resulted from the incorporation of revised
and newly available IRS tabulations of tax return data
for corporations and for sole proprietorships and part-
nerships. The revisions to rest-of-the-world monetary
interest resulted from the incorporation of the results
of the annual revision of the international transactions
accounts (ITAs). The revisions to imputed interest
paid resulted from the incorporation of revised Federal
Reserve Board (FRB) tabulations of commercial bank
Call Report data, of newly available trade source data,
and of the results of the annual revision of the ITAs.

For 2006, the upward revision to net interest was at-
tributable to the revisions to the 2005 levels and to
newly incorporated regular source data from regula-
tory agencies, particularly data from the FRB flow of
funds accounts.?

Taxes on production and imports was revised
down $0.2 billion for 2004, was revised down $0.8 bil-
lion for 2005, and was revised up $2.2 billion for 2006.

Subsidies was revised down $0.1 billion for 2004,
was revised up $1.2 billion for 2005, and was revised
down $2.8 billion for 2006.

Business current transfer payments (net) consists
of “transfer payments to persons (net),” “business
transfer payments to government (net),” and “business
transfer payments to the rest of the world (net).”

“Business current transfer payments (net)” was re-

14. Net interest is calculated as the sum of monetary interest and imputed
interest paid by domestic business, by owner-occupied housing, by non-
profit institutions serving households, and by the rest of the world, less
monetary and imputed interest received by domestic business, by owner
occupied-housing, and by the rest of the world.

15. For 2006, the revision cannot be attributed to the same level of com-
ponent detail as that for 2005, because for 2006, the previously published
estimates were prepared at a less detailed level.
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vised down for all 3 years: $2.5 billion for 2004, $7.7
billion for 2005, and $2.4 billion for 2006. For 2005,
the revision was more than accounted for by a down-
ward revision to payments to persons that primarily
reflected a downward revision to net insurance settle-
ments to persons that was based on the incorporation
of newly available trade source data on insured losses.

Current surplus of government enterprises was re-
vised up $0.8 billion for 2004, was revised up $0.3 bil-
lion for 2005, and was revised down $4.0 billion for
2006.

Net receipts of income from the rest of the world,
which is excluded from GDI (and GDP) and is in-
cluded in gross national income and gross national
product (GNP), was revised up for all 3 years: $29.9
billion for 2004, $36.7 billion for 2005, and $28.1 bil-
lion for 2006. The revisions for all 3 years were prima-
rily accounted for by upward revisions to income
receipts from the rest of the world, but downward revi-
sions to income payments to the rest of the world also
contributed.

The revisions for all 3 years are primarily attribut-
able to the incorporation of the results of the annual
revision of the ITAs. Specifically, the revised estimates
of income receipts and of income payments reflect a
new methodology for estimating interest received on
U.S. holdings of foreign bonds and interest paid on
foreign holdings of U.S. corporate bonds, U.S. agency
bonds, and U.S. Treasury bonds. The revisions also re-
flect the incorporation of U.S. Treasury Department
annual surveys of securities claims and securities liabil-
ities.

As a result of the incorporation of the ITA revisions
into the NIPAs at their “best level,” the NIPA estimates
for 2003 and for 2004 are discontinuous (table 7). For
net receipts of income, the change from 2003 to 2004
was overstated by $8.8 billion. The discontinuity was
primarily accounted for by interest income receipts
and interest income payments and resulted from the
adoption of the new methodology for estimating inter-
est received and interest paid. For GNP, which includes
both net exports of goods and services and net receipts
of income, the change was overstated by $6.8 billion.

Gross national product was revised up $3.4 billion,
or less than 0.1 percent, for 2004, was revised up $14.7
billion, or 0.1 percent, for 2005, and was revised down
$23.8 billion, or 0.2 percent, for 2006. The revisions to
GNP differ from those to GDP because of the revisions
to net receipts of income.

Personal income and its disposition

Personal income was revised down $4.2 billion for
2004, was revised up $61.9 billion for 2005, and was re-
vised up $92.2 billion for 2006. These revisions
partly reflect the previously described revisions to
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the components of national income that are included
in personal income—wage and salary disburse-
ments, supplements to wages and salaries, proprietors’
income, and rental income of persons—and they re-
flect the revision to the component of personal in-
come—personal income receipts on assets—that is
derived from related components of national income.
The revisions to personal income also reflect revisions
to personal current transfer receipts and to contribu-
tions for government social insurance.

Compensation of employees, received was revised
up $6.1 billion for 2004, was revised down $5.7 billion
for 2005, and was revised down $45.1 billion for 2006.
The differences between these revisions and those to
“compensation of employees, paid” primarily reflect
the exclusion adjustment “wage accruals less disburse-
ments.”

Personal income receipts on assets consists of per-
sonal interest income and personal dividend income.
Personal interest income consists of monetary and im-
puted interest received by persons from all sources; it is
calculated as net interest plus interest paid by persons
and interest paid by government less interest received
by government. Personal interest income was revised
up for all 3 years: $4.3 billion for 2004, $73.9 billion for
2005, and $83.5 billion for 2006. These revisions pri-
marily reflect the revisions to net interest.

Personal dividend income consists of dividend in-
come received by persons from all sources and is equal
to net corporate dividends less dividends received by
government. Personal dividend income was revised
down $0.1 billion for 2004, was revised up $24.5 bil-
lion for 2005, and was revised up $56.7 billion for
2006. These revisions resulted from the incorporation
of revised and newly available IRS tabulations of cor-
porate tax return data, of the results from the annual
revision of the ITAs, and of data from public financial
statements.

Personal current transfer receipts consists of gov-
ernment social benefits and business current transfer
payments to persons. Personal current transfer receipts
was revised down $4.0 billion for 2004, was revised
down $5.9 billion for 2005, and was revised up $10.3
billion for 2006.

Government social benefits to persons was revised
down $2.3 billion for 2004, was revised up $2.2 billion
for 2005, and was revised up $18.4 billion for 2006. For
2006, Federal Government social benefits to persons
was revised up $17.3 billion, primarily as a result of re-
visions to medical care payments that reflected the re-
placement of data from the fiscal year 2007 Budget of
the United States with outlays data from the Treasury
Department. Specifically, medical care payments for
2004 were based on newly available tabulations of
Medicare payments for 2004 from the Center for
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Medicare and Medicaid Services, and payments for
2005 and 2006 were extrapolated from that level.

“Other current transfer receipts from business
(net)” was revised down for all 3 years: $1.7 billion for
2004, $8.1 billion for 2005, and $8.1 billion for 2006
(see “Business current transfer payments (net)” for the
sources of revision for 2005 and 2006).

Contributions for government social insurance
are deducted in the calculation of personal income,
and they consist of both personal and employer contri-
butions. Contributions for government social insur-
ance was revised up $2.4 billion for 2004, was revised
down $5.8 billion for 2005, and was revised down
$18.1 billion for 2006.

Federal Government contributions for social insur-
ance was revised down $6.0 billion for 2005 and $19.3
billion for 2006, reflecting the incorporation of revised
and newly available data on taxable wages from the So-
cial Security Administration.

Personal current taxes was revised down $3.5 bil-
lion for 2004, was revised up $6.0 billion for 2005, and
was revised down $7.8 billion for 2006. For 2005, the
revision was mostly accounted for by an upward revi-
sion to Federal income taxes that resulted from the in-
corporation of revised data from the Social Security
Administration on the distribution of withheld taxes
between social insurance contributions and income
taxes. For 2006, the revision was more than accounted
for by a downward revision to Federal income taxes
that resulted from the incorporation of newly available
data on personal income tax receipts from the Treasury
Department.

Disposable personal income (DPI) was revised
down $0.7 billion for 2004, was revised up $55.9 bil-
lion for 2005, and was revised up $100.0 billion for
2006. The revisions reflect the revisions to personal in-
come and to personal current taxes.

Personal outlays consists of personal consumption
expenditures (PCE), personal interest payments, and
personal current transfer payments. This aggregate was
revised down for all 3 years: $8.0 billion for 2004, $23.5
billion for 2005, and $35.2 billion for 2006. The revi-
sions were more than accounted for by revisions to
PCE.

Personal saving—the difference between DPI and
personal outlays—was revised up for all 3 years: $7.4
billion for 2004, $79.4 billion for 2005, and $135.2 bil-
lion for 2006. For 2004, the revision mostly reflects the
downward revision to personal outlays. For 2005 and
2006, the revisions reflect both the upward revisions to
DPI and the downward revisions to personal outlays.
Mainly reflecting the revisions to personal saving, the
personal saving rate—personal saving as a percentage
of DPI—was revised from 2.0 percent to 2.1 percent
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for 2004, was revised from —0.4 percent to 0.5 percent
for 2005, and was revised from —1.0 percent to 0.4 per-
cent for 2006.

Saving and investment

Gross saving consists of net saving and consumption of
fixed capital (CFC). Net saving consists of net private
saving and net government saving. Gross saving was
revised up for all 3 years: $74.4 billion for 2004, $122.6
billion for 2005, and $23.8 billion for 2006. Gross sav-
ing as a percentage of gross national income was re-
vised up for all 3 years: 0.6 percentage point to 13.8
percent for 2004, 0.9 percentage point to 13.9 percent
for 2005, and 0.2 percentage point to 14.1 percent for
2006.

For 2004, the revision to gross saving reflects an up-
ward revision to net saving. The revision to net saving
reflects upward revisions to net private saving and to
net government saving. The upward revision to net
private saving primarily reflects an upward revision to
undistributed corporate profits with IVA and CCAdj,
but an upward revision to personal saving also con-
tributed. The revision to net government saving re-
flects upward revisions to state and local government
net saving and to Federal Government net saving.

For 2005, the revision primarily reflects an upward
revision to net saving, but an upward revision to CFC
also contributed. The revision to net saving primarily
reflects an upward revision to net private saving, but
an upward revision to net government saving also con-
tributed. The revision to net private saving reflects up-
ward revisions to personal saving, to undistributed
corporate profits with IVA and CCAdj, and to the
“wage accruals less disbursements” adjustment. The
revision to net government saving reflects an upward
revision to state and local government net saving that
was partly offset by a downward revision to Federal
Government net saving.

For 2006, the revision reflects an upward revision to
CFC that was partly offset by a downward revision to
net saving. The revision to net saving reflects a down-
ward revision to net government saving that was partly
offset by an upward revision to net private saving. The
revision to net government saving reflects a downward
revision to Federal Government net saving that was
partly offset by an upward revision to state and local
government net saving. The revision to net private sav-
ing reflects an upward revision to personal saving that
was partly offset by downward revisions to undistrib-
uted corporate profits with IVA and CCAdj and to the
“wage accruals less disbursements” adjustment.

“Net lending or net borrowing, NIPAs”—the differ-
ence between the sum of gross saving and the statistical
discrepancy and the sum of gross domestic investment
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and capital account transactions (net)—was revised up
for all 3 years: $24.8 billion for 2004, $36.7 billion for
2005, and $17.7 billion for 2006. For 2004, the revision
primarily reflects an upward revision to gross saving
that was partly offset by a downward revision to the
statistical discrepancy. For 2005, an upward revision to
gross saving was partly offset by a downward revision
to the statistical discrepancy and an upward revision to
gross domestic investment. For 2006, the revision re-
flects an upward revision to gross saving that was
partly offset by a downward revision to the statistical
discrepancy.

Annual price estimates

Revisions to the chain-type price indexes result from
the incorporation of newly available and revised
source data and from the regularly scheduled incorpo-
ration of annual weights for the most recent year
(2006). In this annual revision, the source data for
price indexes that are used for deflation and the source
data that affect implicit prices were revised.'® The
prices used for deflation also reflect updated seasonal
factors. In addition, the price index used to deflate
business purchases of new light trucks was revised to
reflect a new treatment of special financing incentives,

16. The implicit prices are computed by dividing the current-dollar esti-
mates by the chained-dollar estimates that are derived from the quantity
data used in quantity extrapolation and direct valuation. Thus, differences
between the current-dollar revisions and the chained-dollar revisions to
these components are reflected as revisions to their implicit prices.

Annual Revision of the NIPAs
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and the price index used to deflate state and local gov-
ernment sales of other health services was revised to
incorporate the BLS producer price index for home
health care services (see “Changes in Methodology”).

The percent change from the preceding year in the
price index for gross domestic purchases was unrevised
at 3.1 percent for 2004, was revised up 0.2 percentage
point to 3.7 percent for 2005, and was revised up 0.2
percentage point to 3.3 percent for 2006 (see chart 1
and the addendum to table 8). The annual percent
change in the price index for GDP was revised up for
all 3 years: 0.1 percentage point to 2.9 percent for 2004,
0.2 percentage point to 3.2 percent for 2005, and 0.3
percentage point to 3.2 percent for 2006.

For 2004, the price index for gross domestic pur-
chases was unrevised. Small revisions among the com-
ponents of the price index were offsetting.

For 2005, the revision to the price index for gross
domestic purchases primarily reflects upward revisions
to the price indexes for residential fixed investment, for
PCE for services, for equipment and software, and for
state and local government spending. The revision to
the price index for residential fixed investment reflects
an upward revision to the Census Bureau’s price index
for single-family structures. The revision to the price
index for PCE for services reflects upward revisions to
the price index for “other” services (primarily “services
furnished without payment by financial intermediaries
except life insurance carriers”) and to the price index
for medical care. The revision to the price index for

Table 8. Revisions to Percent Change in GDP Price Indexes
[Percent change from preceding year]

2004 2005 2006
2003 Previousl Previousl Previousl!
publisheé, Revised | Revision publisheé, Revised | Revision publisheg’ Revised | Revision
Gross domestic Product.................cocoririieinniinriises s 21 28 29 0.1 3.0 3.2 0.2 29 3.2 0.3
Personal consumption expenditures.. 2.0 2.6 2.6 0.0 29 29 0.0 27 2.8 0.1
Durable goods ....... -3.6 -1.6 -1.8 -0.2 -0.7 -0.7 0.0 -1.3 -1.3 0.0
Nondurable goods . 2.0 3.3 3.3 0.0 3.6 3.7 0.1 3.1 3.1 0.0
Services 3.2 3.2 3.2 0.0 3.2 34 0.2 3.4 3.4 0.0
Gross private domestic fixed investment 1.6 34 34 0.0 3.5 4.3 0.8 33 35 0.2
Nonresidential.... 0.1 1.2 1.3 0.1 2.6 2.9 0.3 2.9 3.1 0.2
Structures ...... 35 6.2 6.2 0.0 1.3 1.7 0.4 114 1.7 0.3
Equipment and software =11 -0.4 -0.3 0.1 -0.4 -0.1 0.3 -0.2 0.0 0.2
Residential 4.8 7.3 7.3 0.0 5.1 6.7 1.6 4.0 44 0.4
Change in private inventories
Net exports of goods and services. [T P
Exports ...... 2.2 3.6 3.6 0.0
Goods 2.0 3.1 3.1 0.0
Services. 2.6 4.8 4.9 0.1
Imports... 3.5 6.3 6.3 0.0
Goods 2.9 6.5 6.5 0.0
Services...... 6.3 5.4 5.6 0.2
Government consumption expenditures and gross investment 4.1 5.6 5.8 0.2
Federal...........ccooe... 42 4.8 4.8 0.0
National defense 47 5.1 53 0.2
Nondefense.... 34 4.1 4.0 -0.1
State and local.... 41 6.2 6.4 0.2
Addendum:
Gross dOMESHC PUICNASES ..........couereerierriiseriec i 2.3 3.1 3.1 0.0 3.5 37 0.2 3.1 3.3 0.2
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equipment and software primarily reflects an upward
revision to the price index for transportation equip-
ment, which in turn, partly reflects the revised price
index for business purchases of new light trucks. The
revision to the price index for state and local govern-
ment spending reflects an upward revision to the im-
plicit price for compensation—specifically, an upward
revision to current-dollar compensation and a down-
ward revision to total hours worked by state and local
government employees.

For 2006, the revision to the price index for gross
domestic purchases primarily reflects upward revisions
to the price indexes for state and local government
spending, for Federal defense spending, and for resi-
dential fixed investment. The revision to the price in-
dex for state and local government spending was
attributable to an upward revision to the implicit price
index for compensation and to an upward revision to
the price index for state and local government struc-
tures. The revision to the price index for Federal de-
fense spending was attributable to an upward revision
to compensation. The revision to the price index for
residential fixed investment was attributable to an up-
ward revision to the Census Bureau’s price index for
single-family structures.

Changes in Methodology
As part of the annual revision to the NIPAs, several
changes in the methods used to deflate certain NIPA
components were incorporated.'”

Motor vehicle prices. The price index used for de-
flating business purchases of new light trucks has been
changed to a consumer price index (CPI) from a pro-
ducer price index (PPI). Most businesses purchase ve-
hicles through motor vehicle dealers, and the CPI,
unlike the PPI, includes retail and wholesale margins.
In addition the CPI treats special financing incentives
(such as “zero-percent” financing) as financial transac-
tions that do not affect prices, whereas the PPI treats
such incentives as a price change. Thus, using the CPI
is more consistent with the current-dollar expendi-
tures that are being deflated, which measure the trans-
actions price of the vehicle and therefore do not treat
financing incentives as price reductions. The use of a
CPI for deflation of business purchases of new light
trucks is now consistent with the use of a CPI for the
deflation of business purchases of new autos as well as
with the use of CPIs for deflating personal consump-

17. These changes update the information in the two tables that were
published in “Updated Summary NIPA Methodologies” in the November
2006 SurvEy; these tables will be updated in the November 2007 Survey.

SURVEY OF CURRENT BUSINESS 27

tion expenditures (PCE) for new autos and new light
trucks; all final sales of new light motor vehicles now
use CPIs for deflation.

For inventory investment, a PPI is conceptually
more appropriate for deflation because it represents
price transactions between manufacturers and busi-
ness. However, in practice, the volatility of the PPI dur-
ing recent periods, much of it attributable to changes
in financing incentives, has also prompted a change in
methodology. Specifically, the estimates for inventory
investment for 20042006 now also reflect the use of a
CPI for deflation instead of a PPI. Beginning with esti-
mates for the first quarter of 2007, a special PPI pre-
pared for BEA by BLS that excludes special financing
incentives was used for deflating autos and light trucks
for inventory investment.

State and local government sales of health ser-
vices. The procedure used for deflating state and local
sales of “other health services” (within health and hos-
pital charges in sales to other sectors) has been
changed. Beginning with this annual revision, the BLS
PPI for home health care services is used to deflate
“home health care services,” and the BLS CPI for “ser-
vices by other medical professionals” continues to be
used to deflate “other ambulatory health care services.”
Previously, the CPI was used for deflating both compo-
nents of “other health services.” The services repre-
sented by the PPI for home health care services are a
better match with the sales of services of state and local
government than those represented by the CPI; the PPI
covers prices paid by both public and private payers for
health services, but the CPI only covers the prices paid
by consumers. The use of a PPI for deflating this com-
ponent is now consistent with the use of the PPI for
deflating PCE “other health services.”!®

Newly available nonresidential building prices. As
part of the 2006 annual revision, BEA began incorpo-
rating price data from BLS’s nonresidential building
construction initiative into its estimates of nonresiden-
tial structures. With the estimates for the first quarter
of 2006, BEA is now incorporating the newly available
price index for schools into its estimates of educational
and vocational structures, and with the estimates for
the third quarter of 2006, BEA is now incorporating
the newly available price index for office-building con-
struction into its estimates of office-building struc-
tures (excluding medical buildings).

18. Government sales of medical care services are part of PCE, which
includes all personal health care services purchased from private and public
providers, including those financed through government programs, such as
Medicare and Medicaid, and through employer-sponsored health insur-
ance.

Appendix A follows.
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Appendix A. Revisions to the National Income and Product Accounts—Continues

[Billions of dollars]
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2004 2005 2006
Revised Revision Revised Revision Revised Revision
Account 1. Domestic Income and Product Account
Compensation of employees, paid 6,662.5 6.2 7,036.0 -0.6 7,454.8 -50.0
Wage and salary accruals 5,385.7 25 5,679.3 8.2 6,032.2 -17.7
DiSDUISEMENTS ......coovvvrriviiriririririrsis i 5,400.7 25 5,674.3 3.2 6,024.7 -12.7
Wage accruals less disbursements -15.0 0.0 5.0 5.0 7.5 -5.0
Supplements to wages and salaries 1,276.9 37 1,356.8 -8.7 1,422.6 -32.3
Taxes on production and imports 863.8 -0.2 921.6 -0.8 967.3 22
Less: Subsidies 44.6 -0.1 58.5 1.2 49.7 -2.8
NEt OPEIALNG SUIPIUS .....cvvoveerrriesrrissreseresee st sss et ess st sessssensinne 2,748.9 15.0 2,920.0 41.8 3,225.3 -38.6
Private enterprises 2,753.1 14.2 2,935.1 4.5 3,239.2 -34.6
Current surplus of government enterprise: -4.2 0.8 -16.1 0.3 -13.9 -4.0
Consumption of fixed capital 1,436.1 -0.1 1,609.5 47 1,615.2 38.3
Gross d tic income 11,666.8 21.0 12,428.6 43.8 13,212.8 -45.2
Statistical discrepancy 19.1 -47.6 5.4 —65.6 -18.1 -6.7
GROSS DOMESTIC PRODUCT 11,685.9 -26.6 12,433.9 -21.9 13,194.7 -51.9
Personal consumption expenditures 8,195.9 -15.6 8,707.8 -34.6 9,224.5 -44.4
Durable goods 983.9 -24 1,023.9 -9.2 1,048.9 -21.4
Nondurable goods 2,343.7 -15 2,516.2 -23.1 2,688.0 -26.9
Services 4,868.3 -11.8 5,167.8 2.2 5,487.6 39
Gross private domestic investment 1,888.6 0.6 2,077.2 19.8 2,209.2 -33
Fixed investment ... 1,830.0 -0.6 2,040.3 4.1 2,162.5 -0.4
Nonresidential 1,154.5 -0.8 1,272.1 6.4 1,397.7 15
SHUCUIES ..ot 298.2 -26 334.6 4.0 405.1 -6.1
Equipment and software 856.3 1.8 9375 10.4 992.6 7.6
RESIABNTAL ...ttt 675.5 0.2 768.2 2.2 764.8 -1.9
Change in private inventories 58.6 1.3 36.9 15.6 46.7 -2.9
Net exports of gO0dS AN SEIVICES...........vumrremmerriereiereereee s essereessesesenees —-615.4 22 7146 21 -762.0 0.5
Exports 1,182.4 4.3 1,309.4 6.3 1,467.6 14
Imports 1,797.8 6.4 2,023.9 4.0 2,229.6 0.9
Government consumption expenditures and gross investment 2,216.8 -94 2,363.4 -9.4 2,523.0 -4.7
Federal 825.6 -0.3 878.4 0.1 932.5 5.9
National defense 550.7 -0.5 588.7 -0.6 624.3 3.3
Nondefense 274.9 0.2 289.8 0.8 308.2 2.6
SHatE ANA 0CAI ......cvvvrierrreiee ettt 1,391.2 -9.1 1,485.0 -9.4 1,590.5 -10.6
GROSS DOMESTIC PRODUCT 11,685.9 -26.6 12,433.9 -21.9 13,194.7 -51.9
Account 2. Private Enterprise Income Account
Income payments on assets 2,219.8 -1.7 2,635.3 82.9 3,109.3].
Interest and miscellaneous payments 2,096.8 11 2,494.7 83.3 2,946.8
Dividend payments to the rest of the world 73.3 35 92.5 10.7 91.4
Reinvested earnings on foreign direct investment in the United States ...............ccooccuvveee. 49.7 -6.3 48.1 -11.1 711
Business current transfer payments (net).......... 83.0 -2.5 66.5 -1.7 90.2
To persons (net) 26.4 -1.7 37.6 -8.1 27.2
To government (net) 48.1 -17 30.7 0.6 60.6
To the rest of the world (net) 8.5 1.0 -1.8 -0.2 2.5
Proprietors’ income with inventory valuation and capital consumption adjustments 911.6 0.5 969.9 -0.8 1,006.7
Rental income of persons with capital consumption adjustment.............cccoeeeeu. 118.4 -8.6 429 -29.9 545
Corporate profits with inventory valuation and capital consumption adjustments 1,231.2 48.6 1,372.8 421 1,553.7
Taxes on corporate income 3074 7.3 392.9 -6.4 453.9
To government. 293.3 5.7 376.5 -7.9 435.5
To the rest of the world 141 1.6 16.4 1.5 18.4
Profits after tax with inventory valuation and capital consumption adjustments................. 923.9 414 979.9 48.5 1,099.8
Net dividends 539.5 0.0 601.4 245 698.9
Undistributed corporate profits with inventory valuation and capital consumption
adjustments 384.4 414 378.6 241 400.9
USES OF PRIVATE ENTERPRISE INCOME 4,564.1 36.4 5,087.3 86.6 58145 | ..o
Net operating surplus 2,753.1 14.2 2,935.1 415 3,239.2 -34.6
Income receipts on assets 1,810.9 221 2,152.2 45.1 2,575.3 | v
Interest 1,494.6 7.9 1,793.5 24.4 2,155.5 | oo
Dividend receipts from the rest of the world 12141 44 348.3 28.3 167.2 12.6
Reinvested earnings on U.S. direct investment abroad 195.3 9.9 104 7.6 252.6 3.4
SOURCES OF PRIVATE ENTERPRISE INCOME 4,564.1 36.4 5,087.3 86.6 58145 ...
Account 3. Personal Income and Outlay Account
Personal current taxes 1,046.3 -3.5 1,209.1 6.0 1,354.3 -7.8
Personal outlays 8,499.2 -8.0 9,047.4 -235 9,590.3 -35.2
Personal consumption expenditures 8,195.9 -15.6 8,707.8 -34.6 9,224.5 —-44.4
Personal interest payments 191.3 5.3 217.7 8.3 238.0 7.7
Personal current transfer payment 11241 2.4 121.8 2.6 127.8 15
To government.. 68.9 2.1 745 25 789 0.9
To the rest of the world (net) 431 0.2 473 0.2 489 0.6
Personal saving 181.7 74 44.6 79.4 38.8 135.2
PERSONAL TAXES, OUTLAYS, AND SAVING 9,727.2 -4.2 10,301.1 61.9 10,983.4 92.2
Compensation of employees, received 6,671.4 6.1 7,024.6 -57 7,440.8 -45.1
Wage and salary disbursements..... 5,394.5 24 5,667.9 3.1 6,018.2 -12.9
DOMESHC .vvvvvvveivesriisc s sies 5,391.7 25 5,665.0 3.1 6,015.3 -12.8
Rest of the world 2.8 -0.1 2.9 0.0 2.9 0.0
Supplements to wages and salaries 1,276.9 37 1,356.8 -8.7 1,422.6 -32.3
Employer contributions for employee pension and insurance funds 868.5 24 927.7 -5.5 970.7 -22.0
Employer contributions for government social insurance................ 408.3 1.2 429.1 -3.2 451.8 -10.3
Proprietors” income with inventory valuation and capital consumption adjustments 911.6 0.5 969.9 -0.8 1,006.7 -8.4
Rental income of persons with capital consumption adjustment 118.4 -8.6 42.9 -29.9 54.5 -22.9
Personal income receipts on assets 1,432.1 42 1,617.8 98.4 1,796.5 140.2
Personal interest income 895.1 43 1,018.9 73.9 1,100.2 83.5
Personal dividend income 537.0 -0.1 598.9 245 696.3 56.7
Personal current transfer receipts. 1,422.5 -4.0 1,520.7 -5.9 1,612.5 10.3
Government social benefit 1,396.1 2.3 1,483.1 22 1,585.3 18.4
From bUSINESS (NEL).........cvuuiereercrieriresisnieisessesiesesesisnsseses 26.4 -17 376 -8.1 27.2 -8.1
Less: Contributions for government social insurance 828.8 24 874.8 -5.8 927.6 -18.1
PERSONAL INCOME 9,727.2 -4.2 10,301.1 61.9 10,983.4 92.2




August 2007 SURVEY OF CURRENT BUSINESS 29
Appendix A. Revisions to the National Income and Product Accounts—Table Ends
[Billions of dollars]
2004 2005 2006
Revised Revision Revised Revision Revised Revision
Account 4. Government Receipts and Expenditures Account
ConsUMPtion EXPENGIUTES.........ccourvmrveerieiiseieres s seeenens 1,844.0 -10.8 1,965.7 -10.0 2,089.3 7.0
Current transfer PAYMENTS..........cc.wumieeremierireessisess s sesesnes 1,425.3 -1.9 1,521.7 3.9 1,618.3 255
Government social benefit 1,399.1 -2.3 1,486.2 22 1,588.7 18.6
TO PEISONS....rvverveservessesissssesiss e sssisssessssssesssesns 1,396.1 -2.3 1,483.1 2.2 1,585.3 18.4
To the rest of the WOrld...........ceveerevscrrinscrninscrieenns 3.0 0.0 3.1 0.0 33 0.1
Other current transfer payments to the rest of the world (Net) ..........ccouveerercrrinrreinnirnnenns 26.2 0.3 35.5 1.6 29.6 6.9
Interest payments 309.3 -34 346.2 -1.8 372.9 4.2
Subsidies 44.6 -0.1 58.5 1.2 49.7 -2.8
Less: Wage accruals less disbursements ............coocueeuuecvunriinssiiinssissessissss s 0.0 0.0 0.0 0.0 0.0 0.0
Net government SAVING ..o sssssesesesianns -369.1 258 -303.1 9.4 -195.4 -47.0
Federal -370.6 1.4 -318.3 -9.1 -220.0 -69.0
State and local 1.5 14.4 15.2 18.5 246 221
GOVERNMENT CURRENT EXPENDITURES AND NET SAVING 3,254.1 9.6 3,589.1 2.8 3,934.8 -35.6
CUITENt tAX TECEIPES covvvvvvrerevesesesseeecessssseensssssesssessssenns 2,2134 2.3 2,518.7 -2.0 2,769.8 -27.2
Personal CUMTENE TAXES ........c.. it s 1,046.3 -35 1,209.1 6.0 1,354.3 -7.8
Taxes on production and imports 863.8 -0.2 921.6 -0.8 967.3 22
Taxes on corporate income 293.3 57 376.5 -7.9 435.5 =-21.7
Taxes from the rest of the world 10.0 0.3 11.5 0.7 12.6 0.0
Contributions for government social insurance ... 828.8 24 874.8 -5.8 927.6 -18.1
Income receipts on assets 99.1 37 105.6 7.3 111.9 9.4
Interest and miscellaneous receipts 96.7 37 103.1 7.3 109.3 9.4
DIVIAENDS ....ooovvvivrieiiei st ass s 24 0.0 24 0.0 2.6 0.0
Current transfer FECEIPES.........cvrumrrrerrerie e 117.0 0.4 105.2 3.1 139.5 44
From business (Net) .......c.ccueuerereeerimrrenens 48.1 -1.7 30.7 0.6 60.6 35
From persons 68.9 21 74.5 25 78.9 0.9
Current surplus of government enterprise: -4.2 0.8 -15.1 0.3 -13.9 -4.0
GOVERNMENT CURRENT RECEIPTS .........coooovviemnriiiinnisissiiisssssssssssessseens 3,254.1 9.6 3,589.1 2.8 3,934.8 -35.6
Account 5. Foreign Transactions Current Account
Exports of go0dS and SEIVICES.........ccwwumivrneererineriresismiseresesisssssesssesinsens 1,182.4 43 1,309.4 6.3 1,467.6 14
Income receipts from the rest of the world 437.5 273 544.1 30.8 691.4 25.8
Wage and salary receipts 2.8 -0.1 2.9 0.0 2.9 0.0
Income receipts on assets 434.7 274 541.2 30.8 688.6 259
Interest 118.3 13.0 1825 10.1 268.8 9.9
Dividends 1211 4.4 348.3 28.3 167.2 12.6
Reinvested earnings on U.S. direct investment abroad 195.3 9.9 10.4 -7.6 252.6 34
CURRENT RECEIPTS FROM THE REST OF THE WORLD 1,619.9 31.6 1,853.5 37.0 2,159.0 27.2
Imports of goods and services 1,797.8 6.4 2,023.9 4.0 2,229.6 0.9
Income payments to the rest of the world 361.3 -2.6 475.6 -5.9 633.4 -2.3
Wage and salary payments 9.0 0.1 9.3 0.1 9.4 0.1
Income payments on assets 352.3 =27 466.3 -5.9 624.0 -25
Interest..... 229.4 0.2 325.7 -5.5 461.5 -4.3
Dividends 733 35 92.5 10.7 91.4 38
Reinvested earnings on foreign direct investment in the United States . 49.7 -6.3 48.1 -11.1 711 -2.0
Current taxes and transfer payments to the rest of the world (net) 84.9 2.8 89.0 24 90.1 10.5
From persons (net) 43.1 0.2 473 0.2 48.9 0.6
From government (Net)............ccocvvuueereiusimsssiisssssssssssssssssssssesssseenns 19.2 0.0 271 1.0 20.3 71
From business (net) 22.6 2.6 14.6 1.3 20.9 2.8
Balance on current account, national income an product accounts.. —624.1 25.0 -735.1 36.3 —794.1 18.0
CURRENT PAYMENTS TO THE REST OF THE WORLD AND BALANCE ON CURRENT
ACCOUNT ..ot 1,619.9 31.6 1,853.5 37.0 2,159.0 27.2
Account 6. Domestic Capital Account
Gross domestic investment 2,261.4 2.0 2,475.0 20.5 2,642.9 -0.9
Private fixed investment 1,830.0 -0.6 2,040.3 41 2,162.5 -0.4
Government fixed investment 372.8 1.4 397.8 0.7 433.8 25
Change in private inventorie: 58.6 1.3 36.9 15.6 46.7 -2.9
Capital account transactions (net) 24 0.1 41 -0.3 3.9 0.3
Net lending or net borrowing (-), national income and product accounts . —626.5 24.8 -739.1 36.7 -798.0 17.7
GROSS DOMESTIC INVESTMENT, CAPITAL ACCOUNT TRANSACTIONS, AND NET
LENDING 1,637.3 27.0 1,739.9 56.8 1,848.8 171
Net saving 182.0 745 125.1 117.9 251.7 -14.5
Personal saving 181.7 74 44.6 79.4 38.8 135.2
Undistributed corporate profits with inventory valuation and capital consumption
adjustment 384.4 41.4 378.6 241 400.9 -97.7
Wage accruals less disbursements (private) -15.0 0.0 5.0 5.0 75 -5.0
Net government saving -369.1 25.8 -303.1 9.4 -195.4 -47.0
Plus: Consumption of fixed capital 1,436.1 -0.1 1,609.5 47 1,615.2 38.3
PIIVAIE ... iss s 1,206.0 0.6 1,357.0 4.4 13475 36.3
Government 230.2 -0.6 252.4 0.2 267.7 2.0
General government 192.4 -0.3 207.5 0.3 223.6 2.1
Government enterprises 37.7 -0.3 44.9 -0.2 441 -0.1
EQUAIS: GIOSS SAVING w.vvvvvveeeevesereesseenesssssseseesssesssssssses et sesssssssesssssssessssssssssnes 1,618.1 74.4 1,734.6 122.6 1,866.9 238
Statistical discrepancy. 19.1 -47.6 5.4 -65.6 -18.1 -6.7
GROSS SAVING AND STATISTICAL DISCREPANCY 1,637.3 27.0 1,739.9 56.8 1,848.8 1741
Account 7. Foreign Transactions Capital Account
BALANCE ON CURRENT ACCOUNT, NATIONAL INCOME AND PRODUCT
ACCOUNTS ... sssssssssssns -624.1 25.0 -735.1 36.3 -794.1 18.0
Capital account transactions (net) 24 0.1 4.1 -0.3 3.9 0.3
Net lending or net borrowing (-), national income and product acCounts..................ccc......... —-626.5 24.8 -739.1 36.7 -798.0 17.7
CAPITAL ACCOUNT TRANSACTIONS (NET) AND NET LENDING, NATIONAL INCOME
AND PRODUCT ACCOUNTS -624.1 25.0 -735.1 36.3 -794.1 18.0




