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the BUSINESS SITUATION

Corporate Profits

PROFITS from current production—
profits before tax with inventory val-
uation adjustment (IVA) and capi-
tal consumption adjustment (CCAdj)—
increased $4 billion, to $289"2 billion,
in the first quarter of 1990 after declin-
ing $92 billion in the fourth quarter of
1989 (table 1).1

Profits of domestic financial corpo-
rations, up $7Y2 billion, more than
accounted for the first-quarter in-
crease; profits from the rest of the
world declined $3%2 billion, and profits
of domestic nonfinancial corporations
changed little. Real gross product
of domestic nonfinancial corporations
was flat, and profits per unit were un-
changed as higher unit costs (mainly
labor costs) offset higher unit prices.

Profits before tax and related
measures.—Profits before tax (PBT) in-
creased $9Y2 billion after declining
$1Y billion. The difference between
the $4 billion increase in profits from
current production and the $9Y- billion
increase in PBT reflected declines in
the IVA and in the CCAdj. (Both ad-
justments are added to PBT to obtain
the current-production measure.)

The IVA is an estimate of inventory
profits with sign reversed. Inventory
profits increased $1Y2 billion, reflect-
ing a pickup in the rate of increase in
prices of inventoried goods, especially
farm products. The CCAdj, which de-
clined $4Y2 billion, is the difference
between the predominantly tax-based
depreciation measure that underlies
PBT, on the one hand, and BEA’s ap-
proximation of economic depreciation,
on the other.

Profits tax liability increased almost
$8 billion; as a result, profits after tax

NoTE.—Daniel Larkins prepared this section.

1. Quarterly estimates in the national income and
product accounts are expressed at seasonally adjusted
annual rates, and quarterly changes are differences
between those rates.

(PAT) increased less than $2 billion.
A decline in profits from the rest of

the world, such as occurred in the first
quarter, lowers PBT but does not affect
profits tax liability.

For domestic corporations, PBT in-
creased $13 billion and PAT increased
$5Y2 billion (table 1.16 of the “Se-
lected NIPA Tables”). PAT consists
of net dividend payments (that is,
payments less receipts) and undis-
tributed profits. In the first quar-
ter, net dividend payments of domes-
tic corporations increased, in large
part because dividends paid by the
rest of the world, most of which
are received by domestic corpora-
tions, declined. Undistributed profits
of domestic corporations—the differ-
ence between PAT and net dividend
payments—declined.

Cash flow from current production,
a profits-related measure of internally
generated funds available to corpo-
rations for investment, declined $7V2
billion after declining $1 billion.

PBT with IVA but without CCAdj.—
Profits from current production is not
available by industry; PBT with IVA is
the best available measure of industry
profits.

This measure of the profits of do-
mestic financial corporations increased
$8Y2 billion after declining $5 billion.
Losses at savings and loan associa-

Looking Ahead...

tions moderated. Profits of commercial
banks increased after a fourth-quarter
drop that reflected an unusually high
level of loan writeoffs.

Table 1.—Corporate Profits

Level

Change from
preceding
quarter
1990:1
1989:1V | 1990:1
Billions of dollars
Profits from current production.....c.vwie| =93 3.8 289.7
Di i -19.0 74| 2379
Financial -4.3 73] 262
ial =146 -4 2117
Rest of the WOrldu.ummmisemsessssmsogssssssates 971 -36| 3518
Inventory valuati -34] -14]| -11.1
Capital pti dji -4.6| -44 17.5
Profits before taX e -1.3 9.6} 2833
Profits tax liability. =57 79| 1248
Profits after tax 43 1.8 1585
Profits by industry:
Profits before tax with IVA...miairiens -4.7 82| 2722
Dy i ~144 11.8] 2204
Fi -4.8 85| 215
-9.6 33| 1989
Manuf g =122 6.1 80.5
TIAAE cuverrrerrsemnessossissssnssessssssnssssorsasd 17| -52 384
Transportation and public utilities... ~1.6 21] 399
Other. 2.5 3| 402
Rest of the WOrlduuucmncsersscsssssrscsssnensd 97| -36} 518
Recei i 71 0 68.8
P; (outflows) -2.5 36 17.0
Dollars
Unit prices, costs, and profits of domestic
nonfinancial corporations:
Unit price 009 0131 1198
Unit labor cost 0127 .012| .807
Unit nonlabor cost 004 001 307
Unit profits from current production.........] =006] © 085

Nore—Levels of these and other profits series are found in tables
114, 1.16, 6.18B, and 7.18 of the “‘Selected NIPA Tables.”

e National Income and Product Accounts Revision. Revised estimates for
the 3-year period beginning with the first quarter of 1987 will be presented
in the July Survey. Selected data will be available as of July 27.

o U.S. Affiliates of Foreign Companies: Operations in 1988. Data and anal-

ysis of the operations in 1988 of foreign-owned U.S. companies, by industry
and by country of foreign owner, will be presented in the July Survey. A
discussion of the share of the U.S. economy accounted for by affiliates and
key measures by State will also be presented.

e Annual Revisions of State Personal Income. State personal income for
1987-89 will be presented in the August SURVEY.
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Profits of domestic nonfinancial cor-
porations increased $32 billion after
declining $9"2 billion. In manufac-
turing, the picture was mixed. For
example, chemical and nonelectric ma-
chinery profits increased substantially,
and profits in “other durables” jumped
after the settlement of a fourth-quarter
strike at a major aircraft manufac-
turer; in contrast, losses in motor ve-
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hicles worsened, and profits. in food,
petroleum, and “other nondurables”
declined. In wholesale and retail trade,
profits declined, partly reflecting the
increased costs of inventories that were
not fully passed through to prices; in
retail trade, the decline was more than
accounted for by general merchandise
and food stores.

Projected Vacancies

BEA expects to hire additional staff—
including economists, statisticians, and
accountants—in fall 1990. Potentially, the
positions will be in national economic ac-
counting, balance of payments accounting,
and international investment surveys, Ap-
plications (Standard Form SF-171) and in-
quiries may be addressed to Mr. James
J. Hartman, Administrative Officer, Bureau
of Economic Analysis, U.S. Department of
Commerce, Washington, DC 20230.

June 1990

Profits from the rest of the world
declined $3": billion after increasing
$9Y billion. This component of prof-
its measures inflows of profits from
foreign affiliates of U.S. corporations
less outflows of profits from U.S. affil-
iates of foreign corporations. In the
first quarter, inflows were unchanged,
and outflows, mainly from chemical
affiliates of European firms, increased.



NATIONAL INCOME
AND PRODUCT ACCOUNTS

Selected NIPA Tables

New estimates in this issue: First quarter 1990, revised.
The selected set of 54 national income and product accounts (NIPA) tables shown in this section presents quarterly estimates, which are updated
monthly. (In most of these tables, annual estimates are also shown.) The full set of 132 tables usually shown in July presents annual NIPA revisions.
For more information on the presentation of the estimates, see “National Income and Product Accounts Estimates: When They are Released, Where

They Are Available, and How They Are Presented” in the July 1988 SURVEY.

The tables shown are available the day of the GNP news release on printouts and diskettes on a subscription basis or from the Commerce Department’s
Economic Bulletin Board. Estimates for 1986--88 are in the July 1989 issue of the SURVEY; estimates for 1985 are in the July 1988 issue; estimates
for 1984 are in the July 1987 issue; estimates for 1983 are in the July 1986 issue. Estimates for 1929-82 are in National Income and Product
Accounts, 1929-82: Statistical Tubles. For more information, write to National Income and Wealth Division (BE-54), Bureau of Economic Analysis, U.S.
Department of Commerce, Washington, DC 20230.

NoTe.—This section of the SURVEY is prepared by the National Income and Wealth Division and the Government Division.

Table 1.1.—Gross National Product

Table 1.2.—Gross National Product in Constant Dollars

{Billions of dollars] {Billions of 1982 dollars)
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 19%0 1988 | 1989 | 1988 1989 1990
v 1 i m v r v 1 n m v r

Gross national product .....c.....| 4,880.6  5,234.0}5,017.3 | 5,113.115,201.7 | 5,281.0 | 5,340.2 | 5,433.1 Gross national product ... 4,024.4|4,144.1| 4,069.4 14,106.8 1 4,132.5| 4,162.9 | 4,174.1 [ 4,193.4
Personal consumption expenditures !...| 3,235.1 [ 3,471.1|3,324.0( 3,381.4 | 3,444.1 3,508.1 | 3,550.6 | 3,629.4 Personal consumption expenditures '...| 2,598.4 | 2,669.6 | 2,627.7 | 2,641.0 | 2,653.7 1 2,690.1 | 2,693.7 | 2,704.3
Durable 00dS.ummmmmsssssssmasnsessissenn 455.2| 4732 4674) 4664| 471.0] 486.1( 469.5| 480.9 Durable 200dS . 4136 42521 420.5| 4193} 4249] 4364| 420.3]| 4344
Nondurable goods. 1,052.31,123.411,078.411,008.3( 1,121.5] 1,131.4 | 1,142.4 | 1,168.2 Nondurable goods 904.5| 916.7| 9120 91501 909.7| 920.8] 9211} 913.2
SEIVICES 1 eorrrmrmsansarmmrsssssmsessssssssnssassores 1,727.6}11,874.411,778.2 ) 1,816.7 1 1,851.7 | 1,890.6 | 1,938.7 } 1,971.2 Services ! 1,280.2}1,327.711,295.211,306.7{ 1,319.0] 1,332.9| 1,352.2| 1,356.7
Gross private domestic investment ...... 750.3] 7734 7528| 769.6| 775.0] 779.1} 770.1| 7529 Gross private domestic investment...... 7158| 72071 709.4( 72L1| 719.8| 7246 717.3| 7054
Fixed i 719.6] 746.3( 734.1| 74201 747.6| 751.7| 7440] 764.6 Fixed i 687.9| 698.8| 690.8( 6966 700.7| 702.7( 695.11 709.0
N ial 487.21 51171 4958| 503.1| 512.5| 519.6f 51141 5261 N ial 493.8( 510.3| 492.7] 5010} 5114 517.9] 5108{ 5204
S 1403 1449| 142.5] 1447 1424] 1462| 1464] 1513 S 1222 1200| 121.4] 1211 1181 1204| 1203| 123.1
Prodi * durable 346.8) 366.7{ 353.3| 3585| 370.1| 3734{ 3650{ 374.8 Prodi * durable equip 371.6] 39031 3713| 3799} 3932 397.6( 3906 3974
Residential 2324] 2346 23347 238.8] 235.1f 2321 2326| 2385 Residential 194.1| 188.5] 198.1| 195.6| 189.3}F 184.8| 1843 188.6
Change in business inventories.....ou... 306 27.1 187¢ 22.7| 274] 214| 26.1| ~1L7 Change in business inventories........... 2797 21.9( 183] 245] 191 219) 22| -36
Nonfas 3421 2221 408] 191] 236] 198] 264 -161 X 307{ 17.7] 319 169} 195] 162| 180 -7.8
Farm -3.6 49) -222 8.6 38 7.5 -3 44 FAIMN cccvnnncnnansorssnssmssarsrosssrsssmmssronen -28 431 -13.6 7.6 -5 56 42 42
Net exports of goods and services ! -73.7| ~47.1| -70.8] -54.0{ -50.6} —d45.1] -388| -32.0 Net exports of goods and services l....| -749| -52.6] -73.8| -55.0| -512| -57.1 —47.2| -33.6
Exports L.... 5477 6259 579.7| 605.6] 626.1| 628.5] 643.5| 664.7 Exports ... 530.1| 589.2| 5514 569.7| 587.5| 593.1| 6066 625.1
Imports ... 62131 673.0] 650.5] 659.6| 6766 673.6| 6823| 696.6 Imports ! 6050; 641.8] 6252} 624.6] 6387] 6502| 653.8] 658.7

Government purchases of goods and Government purchases of goods and
SEEVICES covvrrrvurcssmsensersmssssssssnnsssnennennenn 9689 [1,036.6 | 1,011.411,016.0] 1,033.2 | 1,038.9 1,058.3 | 1,082.9 SEIVICES wovvnsrvenssssssssssmsssssammmsmsmnseeed 7851 806.4| 8064( 799.7( 810.3] 8053| 8104] 817.3
Federal 38131 403.2| 4064 399.0] 406.0| 4027| 405.1| 4137 Federal 3289| 337.1| 3439| 3355) 343.6] 336.1| 333.3] 3352
National defense 29807 302.2| 300.5) 2987] 30L3) 307.8] 300.9| 308.6 National defense 2615 256.5] 261.6] 2544| 2558| 2601} 25571 254.5
Nondefe 8331 101.1] 10591 1004] 1047 949] 1042 105.1 Nondefi 6741 806 823 811 878} 760 77.7] 807
State and local 587.6| 6334] 6049| 617.01 627.2f 6362 6532 669.2 State and 10€al .....uvccumessssnnisrasinsesnsd 4562 469.3] 462.5( 464.2] 4667| 4692 477.0| 4821

1. See the box on page 21 of the July 89 SURVEY OF CURRENT BUSINESS.

Note—Percent changes from preceding period for selected items in this table are shown ir table 8.1.

Table 1.3.—Gross National Product by Major Type of Product

1. See the box on page 21 of the July 89 SURVEY OF CURRENT BUSINESS.

NoTE—Percent changes from preceding period for selected items in this table are shown in table 8.1.

Table 1.4,—Gross National Product by Major Type of Product in Constant
Dollars

{Billions of dollars] [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v I il ut v r v 1 i} m v r
Gross national product ............. 4,880.6 | 5,234.015,017.3 | 5,113.1 5,201.7 | 5,281.0 5,340.2 | 5,433.1 Gross national product ... 4,024.4 | 4,144.1]4,069.4 | 4,106.8 | 4,132.5 4,162.9 | 4,174.1 | 4,193.4
Final sales .015,206.9]4,998.715,085.45,174.3| 5,253.6 5,314.2 } 5,444.8 Final SA1ES vouvssevcsererreossssene | 3.996.5|4,122.2(4,051.0{4,082.3(4,113.5]4,141.014,151.9{ 4,197.0
Change in business inventorieS....... 30.6| 271 187{ 27.7| 27.4] 274| 261| -117 Change in business inventories. 2791 219] 183] 245 19.1] 219] 222} -36
Goods 1,931.9{2,072.3| 1,987.4| 2,030.9  2,079.1{ 2,096.3 | 2,082.8{2,108.6  Goods 1,771.6| 1,837.1{1,789.4 | 1,823.2{ 1,843.9{ 1,851.3 1,830.2 | 1,832.6
Final sales ... ..J 1,901.32,045.1| 1,968.7{2,003.2| 2,051.7| 2,068.9  2,056.7 2,120.3 FANAL SAIES .cvvrreeesersessssmsssnn 11,743.7{1,815.2{1,771.011,798.7| 1,824.8 [ 1,829.4 1,808.0 1,836.2
Change in bus 306) 27.1| 187| 217 274} 274 261 -117 Change in business inventorie: 2791 219 183 245! 191 219| 222| -36
Durable goods 863.7| 909.11 38851 8947 90521 930.1| 906.5| 924.1 Durable goods.. 883.6] 913.5] 9005 902.3| 9130 931.3| 907.6| 9228
Final sales 8386] 8973 856.5| 872.8{ 899.2| 9249| 8922| 941.1 Final sales 3609| 904.0| 8724| 8842 908.0| 9272| 896.7| 936.6
Change in business inventories.. 25.0 11.8 320 220 6.0 52 142 -17.0 Change in 227 9.5 281 18.1 50 42 109| -139
Nondurable goods.. .1 1,068.3[1,163.11,0989|1,136.2| 1,173.9} 1,166.2| 1,176.3| 1,184.5 Nondurable goods 888.0| 923.6] 8889| 9209 9309| 9200( 9226] 9099
Final sales ..... 1,062.61,147.9| 1,112.2{ 1,130.5 | 1,152.5| 1,144.0( 1,164.5| 1,179.2 882.8] 911.2| 898.6] 9145 916.8] 902.3) 911.4| 899.6
Change in business inventories....... 5.6 153} -133 57 214 222 11.8 53 Change in business inventories. ...} 52 124 -97 6.4 4.1 177 113 10.3
Servi 2,499.22,702.7{2,570.0| 2,620.8 | 2,667.5 2,728.1|2,794.2| 28464 Servi 1,873.5| 1,935.9 | 1,896.7 | 1,905.1{ 1,919.9  1,945.0  1,973.5| 1,980.5
Structur 4495| 459.1] 4599 461.3] 485.1| 456.6| 4632| 4781  Structur 3793| 3711 383.3| 378.5| 368.8| 3666 3704| 3802

Note.—Percent ch:

from preceding period for

Y

items in this table are shown in table 8.1.

Note.—Percent changes from preceding period for selected items in this table are shown in table 8.1.

K]
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Table 1.5.—Relation of Gross National Product, Gross Domestic Purchases,
and Final Sales to Domestic Purchasers

June 1990

Table 1.6.—Relation of Gross National Product, Gross Domestic Purchases,
and Final Sales to Domestic Purchasers in Constant Dollars

[Billions of dollars} [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v I n m v I v 1 I m v r
Gross nati product 4,880.6 | 5,234.0|5,017.3( 5,113.1| 5,201.7 | 5,281.0 | 5,340.2 | 5,433.1 Gross national prod 4,024.414,144.114,069.4 14,1068 | 4,132.514,162.94,174.1 | 4,193.4

Less: Exports of goods and services ...... 5477 6259 57971 605.6| 626.1| 628.5( 643.5| 664.7
Plus: Imports of goods and services .. 6213| 673.0] 650.5| 659.6] 676.6] 673.6] 6823] 696.6

Equals: Gross domestic purchases ,954.315,281.1 5,088.1 | 5,167.1] 5,252.3 5,326.1 | 5,379.0 | 5,465.1

Less: Change in business inventories...... 306| 271 18.7 127'7 2141 274 261 -117
Equals: Final sales to domestic .
purch 3 4,923.7|5,254.0| 5,069.5 | 5,139.4 | 5,224.9]5,298.7 | 5,352.9 | 5,476.8

Less: Exports of goods and services

530.1| 589.2{ S551.4| 560.7| 587.5] 593.1| 606.6] 625.1
Plus: Imports of goods and services ...

6050| 6418] 6252 624.6| 6387] 6502 6538 6587

Equals: Gross domestic purchases ®....| 4,099.314,196.7 | 4,143.2 | 4,161.8 | 4,183.7 | 4,220.0 | 4,221.4 | 4,227.0

Less: Change in business inventories......| 279! 219| 183 245 190] 219 22| 36

Equals: Fi_nal’salcs to domestic
[ ]

4,071.44,174.8|4,124.9 1 4,137.3| 4,164.7 | 4,198.2 | 4,199.2 | 4,230.5

1. See the box on page 21 of the July 89 SURVEY OF CURRENT BUSINESS.
2. Purchases in the United States of goods and services wherever produced.
3. Final sales in the United States of goods and services wherever produced.

Notve.—Percent changes from preceding period for selected items in this table are shown in table 8.1.

Table 1.7.—Gross National Product by Sector
[Billions of dollars]

1. See the box on page 21 of the July 89 SURVEY oF CURRENT BUSINESS.
2. Purchases in the United States of goods and services wherever produced,
3. Final sales in the United States of goods and services wherever produced.

Note.—Percent changes from preceding period for selected items in this table are shown in table 8.1,

Table 1.8.—Gross National Product by Sector in Constant Dollars
[Billions of 1982 dollars]

Seasonally adjusted at annual rates

Seasonally adjusted at annual rates

1988 | 1989 | 1988 1989 1990 1988 | 1989 [ 1988 1989 1990

v I i ur v I v I I bilg v r
Gross national product..............| 4,880.6 | 5,234.0| 5,017.3 | 5,113.1 [ 5,201.7 | 5,281.0 | 5,340.2 | 5,433.1 Gross national product ..............} 4,024.4 | 4,144.1 | 4,069.4 | 4,106.8 | 4,132.54,162.9{ 4,174.1| 4,193.4
Gross d ic product 4,847.3| 5,198.4 | 4,982.9 1 5,078.5 | 5,170.8 | 5,247.4 | 5,296.7 | 5,390.9 Gross di ic product 3,996.3 | 4,115.3 | 4,040.8 | 4,078.5 | 4,107.3 | 4,135.9 4,139.7 | 4,160.4
Busi 4,153.514,447.1|4,271.1 | 4,347.2 4,426.7 | 4,489.0 4,525.6 | 4,601.1 Busi 3,586.9 3,521.7| 3,555.7 | 3,580.7 | 3,605.1 | 3,606.1 | 3,623.6

4,087.1(4,386.0 4,225.5{4,280.0 | 4,356.0| 4,431.314,476.7 | 4,538.1
N 3954.2(3,813.5|3,862.7 | 3,932.5] 3,992.9 4,028.6 | 4,084.9
4482

Nonfamm less housing...
Housi 431.8] 41207 4172] 423.5] 4385 4533

3,529.013,474.2| 3,494.5| 3,518.61 3,549.7 | 3,553.3 | 3,565.8
3.232.7|3,181.7|3,200.8 | 3,223.113,252.6 | 3,254.5| 3,265.9
3

Nonfarm less housing...
Housi 296.3| 292.5| 293.8] 295.5{ 297.1| 298.8| 2999

Farm 855 623| 913 89.0{ 832f 787| 886 Farm 715| 612 808| 769| 7601 765| 719
Statistical discrep ~244] -166] =241 -183} -255] -29.8] -25.6 Statistical discrey -19.7| -13.7} -19.7] ~14.8] -20.5| -23.7| -20.2
Households and institutions 2106] 1955| 201.2{ 207.1] 2144} 21971 2249 Household insti 1463 1405} 1427 1454] 1480 1492] 1507
Private households....... 9.6 9.5 9.5 9.6 9.7 9.7 9.8 Private households 9.0 89 89 8.9 9.0 9.0 9.0
Nonprofit instituti 2010 1860% 191.7| 197.5] 2047| 209.9| 215.1 Nonprofit instituti 1374} 131.6] 1338} 136.5] 139.0| 1401} 1416
G 540.6| 5163{ 530.1| 536.9| 544.0{ 551.5| 564.9 38211 378.6] 380.1) 381.2] 3827| 3845] 3862
Federal 169.6{ 160.8| 168.3| 169.1] 170.1| 1711 1782 Federal 126.9| 1260| 1264] 126.5| 127.0] 127.6] 1285
State and local 371.0| 355.5| 361.8| 367.9| 3739| 3804( 3867 State and local . 2582] 2527 2537) 25471 2557 2569) 2577
Rest of the world ... 356] 345 35| 310f 335| 435 422 Rest of the werid... 28.8| 288{ 283| 252| 270{ 3441 330
Addendum: Addendum:
Gross domestic business product less Gross domestic business product less
housing 3,7443 housing 3,183.7

Nore—Percent changes from preceding period for selected items in this table are shown in table 8.1

Note—Percent changes from preceding period for sel

d items in this table are shown in table 8.1,
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Table 1.9.—Relation of Gross National Product, Net National Product, National
Income, and Personal Income

[Billions of dollars]
Seasonally adjusted at annual rates
1983 | 1989 | 1988 1989 1990
v 1 n m v r
Gross national prod 4,880.6{5,234.015,017.3 | 5,113.1 { 5,201.7 | 5,281.0 | 5,340.2 | 5,433.1
Less: Capital consumption allowances
with capital consumption adjustment..f 51361 552.3| 524.1| 533.0f 541.0f 5652{ 570.1{ S562.1
Capital consumption
allowances without capital
consumption adjustment....... 5264| 539.1| 53131 5327 533.6) 544.8| 5454} 5366
Less: Capital consumption
AAJUSHNENT wuuvsrsecimscsssssrossssees 12.8] -13.2 71 -3 -73] =205 -247] -25.5
Equals: Net national product...............| 4,367.1|4,681.7 | 4,493.2 | 4,580.1 | 4,660.8 | 4,715.7 | 4,770.1 | 4,871.0
Less: Indirect business tax and nontax
" liability 393.5] 417.0| 4027 407.7| 4134{ 421.5| 4252{ 434.1
Busi transfer p 200 318] 30| 308| 315{ 322 329( 336
i discrepancy ~9.6} ~244] ~166) ~24.1| -183{ -25.5] -29.8{ -25.6
Plus: Subsidies less currenit surplus of ]

8 enterpri: 185 921 204} 195| 155 -3 22 9.3
Equals: National income..... wenennnee] 3,972.614,266.5 1 4,097.4 | 4,185.2 1 4,249.6  4,287.3 | 4,344.0 | 4,438.3
Less: Corporate profits with inventory

and capital
dj 328.6) 30L.3| 3402{ 3163| 307.8f 295.2] 2859] 2897
INCE ILETCSLuuursisuucssussosessersivassssasasss 3929| 460.8| 415.7] 436.1| 4584| 471.5] 477.2| 4804
Contributions for social
i 444.6| 479.2| 455.2) 469.7| 476.4] 4820| 48871 505.1
Wage accruals less
disb 0 0 0 0 0 0 [} 0
Plus: Government transfer payments to
555.7] 600.5] 563.7) 585.6| 595.3| 6042 6168| 6389
Personal interest income 5711 657.4] 598.6) 6290| 655.1| 667.8| 677.7| 6852
Personul dividend income .. 10221 1124] 1064 1094) 1114 1132] 1157] 118.0
i transfer pay 2907 31.8] 30| 308 315 322| 329| 336
Equals: Personal income.. . 4,064.5 | 4,427.314,185.2 | 4,317.8 | 4,400.3] 4,455.9 | 4,535.3 | 4,638.8

‘Table 1.10.—Relation of Gross National Product, Net National Product, and
National Income in Constant Dollars

[Billions of 1982 doliars]
Gross national product 4,024.4|4,144.1| 4,069.4 4,106.8 1 4,132.5{ 4,162.9 1 4,174.1 | 4,193.4
Less. Capnal consumption allowances
th capital consumption adjustment.} 480.2] 508.4] 488.1| 493.5| 4989{ 518.6| 5224{ 5146
Equals. Net national product.......... 3,544.2 | 3,635.7 1 3,581.2 | 3,613.3 3,633.6 | 3,644.31 3,651.71 3,678.8
Less: Indirect business tax and nontax
liability plus business transfer
payments less subsidies plus. current
surplus of government enterprises..... 327.8] 3339] 331.2| 331.3| 331.8] 3355| 336.8] 335.1
ical discrep ~19.7] -137| -197| -14.8] -205f -23.7| -20.2
Equals: National income.. 3,321.6)3,263.7 | 3,301.6 | 3,316.6 | 3,329.3 | 3,338.7 | 3,363.9

Table 1.11.—Command-Basis Gross National Product in Constant Dollars

[Biltions of 1982 dollars}
Gross national prod 4,024.4 | 4,144.1 [ 4,069.4 | 4,106.8 | 4,132.5 1 4,162.9 | 4,174.1 | 4,193.4
Less: Net exports of goods and
ser -749| -52.6f -73.8] -55.0f -51.2| -57.1| -47.2| -33.6
Exports.... 530.1| 589.2| 5514 569.7f 587.5] 593.1| 606.6) 625.1
Imports ... ] 6050 641.8| 6252] 624.6f 638.7| 650.2] 653.8} 658.7
Equals; Gross domestic purchases......} 4,099.314,196.7 | 4,143.2 | 4,161.8 { 4,183.7 | 4,220.0 | 4,221.4 { 4,227.0
Plus: Command-basis net exports of
£00ds and SEIVICeS..ciueeorseon | -717] —449| -68.01 -51.1| —47.7] —43.6] -37.2{ -30.2
Command-basis expons‘ 5333| 596.9) 557.2f 573.5{ 590.9f 606.6| 616.6| 628.5
Imports 605.0{ 641.8| 6252| 624.6] 638.7) 650.2| 653.8( 658.7
Equals: Command-basis gross
ional prod 4,027.5|4,151.814,075.2 | 4,110.7 | 4,136.0 ] 4,176.5 | 4,184.2 | 4,196.8
Addendum:
Terms of trade ®.. 100.6]| 101.2| 101.1| 100.7] 100.7| 1023] 1016 1005

1, Exponts of goods and services deflated by the implicit price deflator for imports of goods and services.
2. Ratio of the implicit price deflator for exports of goods and services to the implicit price deflator for
imports of goods and services with the decimal point shifted two places to the right.

Note—DPercent changes from preceding period for selected items in this table are shown in table 8.1.

Table 1.14,—National Income by Type of Income

[Billions of dollars}
Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
v 1 I m v r
{ income 3,972.6|4,266.5| 4,097.4 | 4,185.2 | 4,249.6 | 4,287.3 | 4,344.0 | 4,438.3
Comp of employ 2,907.6| 3,144.4| 2,997.2 | 3,061.7 | 3,118.2| 3,171.9| 3,225.9 | 3,285.5
Wages and salaries..... ] 2,429.012,631.1 1 2,505.1 | 2,560.7 1 2,608.8 | 2,654.7 | 2,700.1 1 2,745.5
Government and govemmem
P 44651 476.9| 4563| 46691 473.5| 4802 4870| 4969
Other. 1,982.512,154.212,048.912,093.812,135.3| 2,174.5[ 2,213.1 | 2,248.6
Supplements to wages and salaries ..... 47861 513.3] 4920; 501.0( 5094} 517.2{ 35258| 5400
Employer contributions for social
i . 249.7] 265.0F 2556] 259.71 263.4) 266.6| 2704| 2785
Other 1abor INCOME....mmmmmnnn]  2289] 24831 2365| 241.3] 246.0f 2507 2553| 2615
Proprietors’ income with inventory
valuation and capital consumption
dj 1t 32281 352.1( 3283]| 35937 3555 3433| 350.3| 3746
Farm 3981 462| 320] 590| 513( 361 3851 519
Proprietors’ income with
inventory valuation ad]ustmcnt 473 534| 3921 662 584] 435| 455) 590
Capital consumption adjustment.... =15 =121 =72 <712 -11] 18] -11] 10
28807 30591 2963| 300.3| 304.2| 307.2| 3118 3227
Proprietors’ income 259.2| 2804| 267.8| 2744| 278.7{ 281.0| 287.3| 2986
Inventory valuation -1.5| -13] -13{1 -25; -19 0 ~7| -12
Capital consumption adjustment ...... 303] 26.8] 298| 285( 274| 262 252| 252
Rental income of persons with
capital Ij 157 79 16.1 11.8 9.8 54 4.8 8.1
Rental income of Persons.nmnnws| 6541 62.8) 6611 629]| 625] 638] 620| 619
ital pi dj -49.8] -549| -499] -51.1| -52.7| -584| -572| -53.8
Corporate profits with inventory
valuation and capital censumption
i 328.6] 301.3| 340.2] 3163} 307.8| 295.2| 2859| 289.7
Corporate ts with inven
i proﬁ - 281.8| 272.0| 298.7| 279.7{ 275.5| 268.7| 264.0| 2722
Profits before tax... 4 3068| 2907| 318.8]| 3180] 296.0{ 2750| 273.7| 2833
Profits tax liability. 1379] 1207] 1432} 1444] 1349] 122.6] 1169} 1248
Profits after tax 1689 161.01 1756 173.6f 1611} 1524{ 156.7| 158.5
Divid 1104 122.1( 1152} 118.5] 1209] 1233{ 1256] 128.1
Undistributed profits....... 585] 389 604| 551F 4027 29.0] 3L1} 304
Inventory valuation adjustment......J -250| -18.7] -20.1 -38.3| -20.5{ -63| -9.7| -iLl
Capital ption adj 4681 293| 415] 366| 323] 265 219] 175
Net Interest wuvmunmmmmmnmmssmmnnsn] 39291 460.8| 415.7] 4361 458.4| 4715 477.2| 4804
Addenda:
Corporate profits after tax with
inventory va.luanon and capital .
p 190.7| 171.6] 1969) 1719} 1729} 172.6) 1689] 1650
Net cash flow with inventory
valuation and capital
ption adj 4020} 3944| 4115 388.6] 3917} 399.3| 3983} 391.0
Undisributed profits with
inventory valuation and
capital consumption
d 803 49.5| 8L7| 534 520| 493 433| 369
Capital consumption allowances
with capital consumption
ij 32171 3449] 32971 3352] 339.7| 349.9) 3549| 3542
Less: Inventory valuation
dj -250]| -18.7] -20.1| -383} =205 -63| -97{ -11i.1
Equals: Net cash flow vocvscen] 4270 4132] 4316 4269] 4122 4056 4080 1
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Table 1.16.—Gross Domestic Product of Corporate Business in Current Dollars
and Gross Domestic Product of Nonfinancial Corporate Business in Current

and Constant Doltars

June 1990

‘Table 1.17.—Auto Output
[Billions of doltars]

Seasonally adjusted at annual rates
at anmual rajes 1988 | 1989 | 1988 1989 1990
1988 | 1989 | 1988 1989 1990 v I I m v ¥
-1V I 1 I v I
Auto output.......vveruneonnnen 1299 132.4] 1320 1345 130.7] 1353] 127.6] 1208
Billions of dollars Final sales 8| 1307] 130.1( 1239 1354| 142.8] 121.9] 1327
Personal consumption expenditures. 21 143.4| 146.6| 1427 1445 1509} 1355] 146.7
. New autos... . 1004} 1024 998] 101.1| 11087 89.8] 102.0
Gross domestic product of
Nex purchases of used “autos . 43.1] 442 429 435} 402| 457] 448
corporate business ... ] 2,955.01 3,141,31 3,048.6 1 3,078.6 1 3,126.1 | 3,168.5 | 3,192.0{ 3,238.0 P > durable y 208l 212l 100 234] 236 1ol 198
Capital consumption allowances with New autos. . 50.7) 523| 477 547| 537| 4691 500
capital p 32171 3449] 329.7| 3352) 339.7] 3499 3549| 3542 Net purchases of u 91 -30.0] -31.1} -287| -31.3] -30.1| -299| -30.2
N domesic roduc 2633 (2796.4] 27189 27434 | 27864 [ 28186 | 28071 | 20839 Npenbons of goods an s fed B d B4 B o-d B nd Bt i V4 e+
Indirect business tax and nontax 3 ' : Y
Jiability plus business transfer G Imports ... h TP 47.1] 4451 485| 492 43.1] 434( 425| 460
pay 2786 2958| 2848| 288.5[ 293.1| 3002| 301.3| 307.8 o purchases of goods an w6l el 1sl ol 1ol sl sl e
Dy i mcome 2,354.7(2,500.6| 2,434.012,454.9 | 2,493.3 | 2,518.412,535.7| 2,576.1 * ‘ " * ™ - * -
ion of ]! 1,951.2]2,104.4 ] 2,012.0| 2,050.6 { 2,087.7 2,122.3| 2,157.1 ] 2,189.8 Change in business inventories of
Wages and Salaties e, 1,640.5|1,775.8] 1,691.9[ 1,730.2| 1,761.6] 1.791.2| 1,820.4 | 1,847.1 new and used autos.......... — 1] 17] 19| 10s| -37| -s9| 57| 120
Supplements to wages and New S 1.8 15 11.1 =39 79 78] -119
salaries. 3107 328.6f 320.0f 3204| 326.1| 33L2| 336.6| 3427 Used 6 -1 4 -5 2 201 -21 0
Corporate profits with inventory
valuation and capital Addenda:
28501 253.5) 2937 2697| 2642] 2495{ 2305f 2379 Domestic output of new autos ... 1044] 107.6| 1069| 107.1| 102.9| 1006] 900
Profits before ax.. 263.2] 2429| 272.3] 271.5] 2524| 2293| 2183 2315 Sales of § s >
Profits tax liability 1379] 1297) 1432 1444] 1349] 1226 1169] 1248 ales of imported new autos®.... 608} 5891 585) 572) 604 626 5524 587
Profits after tax 1253 113.1] 1291 127.1| 117.4| 106.6| 101.4| 106.7
ivi 842 963] 87.2| 1020] 96.8{ 99.0| 87.5| 1022 1. Consists of final salcs and change in busmess mvemoncs of fiew autos assembled in the United States.
41.1 1681 419 2501 206 76 139 4.5 2. Consists of Ip p P durable equipment, and government
Inventory valuation adjustment...| -25.0( =187 -20.1| -383| -=205| -63| -9.7| ~-1l.1 purchases.
Capital consumption adjustment.| 468| 29.3| 4L5| 366 323} 265 219| 175
Net interest, 118.6] 142.7) 1284) 1345) 1414] 1465 148.1) 1484 .
Table 1.18.—Auto Output in Constant Dollars
Gruss domestic product of
1 corporate busi 223.7| 234.4] 23227 2358} 2389) 2323] 230.5; 2418 [Billions of 1982 dollars]
Gross domestic product of
nonfinancial corporate Seasonally adjusted at annual rates
busi 2,731.312,906.9 | 2,816.4 | 2,842.7 | 2,887.2 2,936.2 | 2,961.4 | 2,996.2
Capital consumption allowances with 1988 | 1989 | 1988 1983 1990
capital p 297.1| 317.2| 303.6{ 308.4| 3122| 3219] 3264| 3250 v 1 n m v I
Net d ic product 2,434.2]2,589.7|2,512.8 | 2,534.4 | 2,575.0 2,614.3 | 2,635.0| 2,671.2
Indirect business tax and nontax AULD OULPUL..convcrensssrssssnsn 1089| 109.1| 110.1{ 11098 1003| 1120] 1044| 966
liability plus busmess transfer
P less 260.0] 2762 2659 269.3] 273.7| 280.3( 281.3| 287.3 Final sales 108.2| 109.5f( 1032{ 11.5| 1179 1004| 107.7
D ic income 2,1742{2,313.5{2,246.9}2,265.0 | 2,301.3 | 2,334.0 | 2,353.7 | 2,383.9 Personal consumpnon expendnures 11700 114.7{ 1179} 113.8] 1154 121.7] 1080} 116.1
ion of employ 1,799.111,938.4| 1,854.6 | 1,889.3 [ 1,923.111,954.31 1,987.0{2,017.3 New autos.. 844| 821 84.6] 81.6} 824 912 731 81.8
Wagcs and salaries... {1,511.2|1,634.211,558.1 1,592.5]| 1,621.2| 1,647.8 | 1,675.4 | 1,700.0 327 326 334 322 330) 305] 3497 344
Supplements to wages “and 18.3 174] 181 16.2 19.5] 200 140]| 155
salaries 2879 30421 2965{ 2967 301.9| 3065] 3116] 317.3 428] 41.5] 432] 390 44.6] 442} 381| 401
Corporate profits with inventory Net purchases of used autos.. =24.5) -241| -25.1| -228) -25.01 —242| -242| -246
valuation and capital Net exports of goods and service: -28.1| -25.3] -27.9| -283| -25.1( -25.1| -228| -255
i djp 2493 2262 258.2] 2353 230.5{ 226.7| 2121y 2117 Exports . 7.1 75 1.5 78 6.9 71 8.3 8.0
Profits before tax... 2334} 220.7( 2422 2422] 2238 2115 205.3] 2100 Imports . 3520 3281 3s54] 36| 3200 322] s1af 334
Profits tax liability.. 1054 99.3| 1094 1106] 1006 947 91.3| 94.0 Government purchases of goods and
Profits after tax 1280] 121.4{ 132.8| 1316] 123.1| 1168} 1141} 1160 service: 14 14 1.4 14 1.6 13 12 16
Dividends ... 830| 93.2| 864 983f 937| 960| 847 995 . . )
Undistributed profits... 450] 282| 465] 333| 294{ 208]| 294| 165 Change in business inventories of
Inventory valuation adjusument...] -250| -~187] -20.1{ -383} -20.51 -63] -9.7) ~111 new and used AULOS ....u.cncrsverrnessanesd ] 4 9 6 771 21} -59 4.0f -11.1
Capital consumption adjustment.] 409( 242| 361 315 27.3| 215| 164 128 New -1 L1 3 821 221 -14 58] -11.0
Net interest . 1258] 148.9| 134.0| 1404| 147.6} 1529 154.6] 1549 Used 5 -2 3 -5 Bl 15| -18 =1
Addenda:
Billions of 1982 dollars
D ic output of new autos !. 845 847 886| 869 87.1 83.6] 8121 707
Sales of imported new autos 2... 50.7| 48.1[ 483 467} 492 515f 450 471
Gross 'gomestilc product of
nom inancial corporate 1. Consists of final sales and change in busmcss mvcntones of new autos assembled in the United States.
2,419.512,481.512,453.212,459.112,471.3 | 2,497.2 | 2,498.5 | 2,500.0 2. Consists of p v o ? durable equipment, and goverment
Capital consumption allowances with purchases.
capital pi dji 2793| 202.8( 2832 2859] 288.8| 296.7( 299.8{ 296.8
Net d ic product 2,140.2|2,188.7| 2,170.0| 2,173.2 | 2,182.5 | 2,200.4 | 2,198.6 | 2,203.2
Indirect business tax and nontax
liability plus business transfer
p less idi 2092 2132| 2119( 2113[ 2118} 2144} 2151| 2134
income 1,931.011,975.6} 1,958.1 1,961.9| 1,970.8 1,986.0 | 1,983.5 | 1,989.8




June 1990

Table 1.19.—Truck Output

SURVEY OF CURRENT BUSINESS

Table 1.20.—Truck Output in Constant Dollars

{Billions of doliars] [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v 1 n m v ¥ v 1 )id m v r
Truck output '....veccvircccercccrreren 6631 659) 7021 703} 68.1] 629| 623| 585 Truck output !.. 5571 533] 583| 57.0| 554 S5L3f 49.7( 466
Final sales... " 659| 652| 67.0| 655| 656| 692] 603| 649 553| 528] 549 533| 535 563) 482 516
Personal consumpnon expenditures 2921 307 298| 303| 298| 340{ 288} 304 246| 250f 24.8| 2438]| 244f 2718] 232] 240
* durable 367F 353] 389 357 365] 362 327| 334 308] 285! 316] 2007 29.6| 293% 260{ 267
Net exports of goods and services.. 56| -64| 69| -63] -63| -63| -66| -50 471 -52] 571 =51t 51| 521 -52] -40
EXports... 381 35| 37| 39| 31 35 36| 34 321 28| 30§ 321 25| 28| 28] 27
Tmports .. J 9.5 99| 105] 102 94 9.8 101 8.4 p o 79 80 87 83 7.6 80 8.1 6.7
Government purchases of goods and Govemment purchases of goods and
services 57 55 52 58 57 54 53 6.1 service: 4.7 4.5 42 4.7 4.6 44 42 4.9
Change in business inventories............] 4 g 42 48| 26| -64| 20| -64  Change in business inventories..........| 3 51 33 371 193] -s50f 15| -50
1. Includes new trucks only. 1. Includes new trucks only.
Table 2.1.—Personal Income and Its Disposition Table 2.2.—Personal Consumption Expenditures by Major Type of Product
{Billions of dolars] {Billions of dollars}
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v i )i bils v r v I n m v r
PerSonal iCOIME ..uuvrrvmesessmmssssssssssssssss | 4,064.5| 4,427.3(4,185.2 | 4,317.8 | 4,400.3 | 4,455.9 | 4,535.3 | 4,638.8 Personal consumption
W 4 satary dish s 24290 2,631.1| 2505.1|2,560.7 | 2,608.8 | 2,657 | 2.700.1 | .745.5 expenditures L.........emmnnd 3,235.1 | 34711 3,324.0 | 3,381.4 | 3,d444.1 | 3,508.1 | 3,550.6 | 3,629.4
age and salar; ursements....... & o, . o 2\ o .
B and safary Cisoes \ g bl b Durable goods 4132| 4674| 4664 amo| 4sen| 40| aso9
C dity-produci d 696.3| 738.2| T47| 7266 733.7| 742.6( 749.7| 7540
Manuf: ing 0] 552.9] 538.11 5463| 5499| 555.7] 559.6] 560.5 Motor vehicles and parts......uesssssee 6| 2139] 2153 211.7f 2129] 2256 2053| 2190
Distributive industrie: 615.1| 587.5| 598.8| 6108] 6194} 631.2] 6450 Furniture and household equxpment.... 1620 173.6] 16611 172.1| 173.5{ 1739| 174.8{ 181.1
Service industries " 801.0} 746.7) 76841 790.8] 8124] 8322]| 8496 Other 81.6] 858 860 826 846| 867 89.4 80.8
Government and government tondurabl .
enterprises ... eeed 44651 4769] 45631 46691 473.5] 4802] 487.0| 496.9 N g 1,052.3|1,123.41,078.4 | 1,098.3 | 1,121.5 | 1,131.4 | 1,142.4 | 1,168.2
Food 559.71 5949 574.1| 587.3| 592.2| 598.1| 601.8] 616.5
Other 1abor iNCOME .....uecsvscnnsssrnead | 2289} 248.3] 236.5] 241.3] 246.0] 250.7| 2553| 2615 Clothing and shoes 1368 2001} 1939| 19s0| 1989 2022] 2043 2089
Proprietors’ income with Gasoline and oil.. 76.8 84.0| 776 779 89.5 852 83.2] 853
inventory valuation and capitat Other nondurable goods 2290| 244.5) 232.8] 238.1| 241.0f 2459] 2531} 2575
pti dj 327.8| 352.1f 3283} 359.3| 355.5( 3433 3503 374.6 Fuel oil and coal...sensinnincansn]  19.5 204 197 187 19.6 199| 234] 205
Other.
Farm 08| 62| 320 00| s13] 361! 385 sie i 2095| 224.1f 213.1| 2194) 2214 2260} 229.6| 237.0
N 28801 30591 2963 3003} 30421 307.2] 3118} 3227 Services ! 1,727.6|1,874.4[1,778.2 | 1,816.7 | 1,851.7 [ 1,890.6 | 1,938.7 | 1,971.2
Rental income of persons with H g 5013 5340 513.0| 5202 527.7] 5384 549.8| 557.3
capital consumption adjustment..| 157 19 16.1 118 9.8 54 48 8.1 Household operati 197.6] 2044 2024 201.1] 202.3] 2024| 211.6| 2062
Personal dividend incore., 102.2] 1124 1064! 1094 1114 113.2] 1157| 1180 El ity and gas 93.7] 956 958 93.6f 946| 93.6| 1008] 939
Personal interest income 571.1| 6574 598.6| 6290| 655.1| 667.8f 677.7| 685.2 Other. 1040| 108.7| 1066| 107.5| 107.7| 108.8| 1109 1i2.3
Transfer payments...... 584.7| 632.3] 593.8| 61641 626.8! 6364] 649.7| 6725 Transp i 1179 1265| 121.5| 1244{ 125.6] 1267| 129.5| 133.0
. N Medical care 398.3] 452.8| 417.4] 4323 445.1] 459.1| 474.6| 4903
Old-age, survivors, disability, and
health insurance benefits ... 3005| 3253| 3040( 3169| 3229] 3279] 3334] 3458 Other! 5124) 5567) 5239( 5387) 5510/ 5640| 573.1| 5839
Government unemployment .
i benefits 130} 143} 125] 135] 141 145 150] 157 1. See the box on page 21 of the July 89 Survey OF CURRENT BUSINESS.
Veterans benefits .imemamnnnn] — 170] 17.3] 1701 176 175 17.3] 169) 17.6 i
Go ploy . N .
benefits 827] 885 837| 869| 881| 889 90.1| 942 Table 2.3.—Personal Consumption Expenditures by Major Type of Product in
Other transfer payments.. 171.5] 1869| 17651 18L.5( 184.2} 187.7| 1944 199.2 C tant Doll:
Al eanilics with do 7. 7.9 125 176 177 180 184 19.1 one o
hild, 172 17. . . | : X 3 -
Otteer 1543| 1690] 1590| 1639] 166.4| 1697 1760] 180.1 {Billions of 1982 dollars}
Less: Personal contributions for 5
social insurance.. 1949| 2142| 1996 2100] 2130 2154| 2182] 2266 Scasonally adjusted at annual rates
Less: Personal tax and nontax 1988 | 1989 | 1988 1989 1990
pay 586.6| 648.5| 597.8| 6283| 652.6] 649.1| 6641} 6723 v I I m v r
Equals: Disposable personal income....} 3,477.8|3,778.8 3,587.4 | 3,689.5 | 3,747.7 | 3,806.8 | 3,871.3 | 3,966.5
Less: Personal outlays.......c, 3,574.4|3,424.0 | 3,483.8| 3,547.0| 3,611.7 | 3,655.3{ 3,735.0 Personal eonsul‘npﬁon
Personal consumption expenditurcs ... 3,235.1 | 3.471.1| 3,324.03.381.4 | 3.444.1 | 3,508.1 [ 3,550.6 | 3.629.4 EXPERGIEUIES o] 2,598.42,669.6{2,627.7) 2,641.0 12,6537 2,690.1 12,6937 2,704.3
Interest paid by consumers to . . 102 1031] 1044 Durable goods. 413.6| 425.2] 420.5| 419.3| 424.9| 4364 4203 4344
Porsonal transter payments £ S6.1) 10L7) 91} 10011 1015 0 1y 104 Motor vehicles and parts....... . 1792] 1780 1806 176.1] 177.0| 1884| 1704| 1801
igners (net) w1l 18l 22 14l 16l 15| 12 Furniture and houschold equipment...| 164.8| 177.1| 168.0( 1748| 1785| 1774 177.6] 1834
Other. 69.6] 70.2f 718 684| 694| 706] 723| 709
Equals: Personal saving.... 2044) 1634] 2057| 200.7{ 1951| 2160| 23L5 .
Addend Nondurable goods 904.5| 916.7| 912.0| 915.0] 909.7]| 9208 921.1| 913.2
ende: ) 4600 4628} 4621] 4660| 46r4| 4e32| 05| ass2
Disposable personal income: Clothmg and shoes 16131 1689| 1646 1650 1658]| 17331 17L5) 171.3
Total, billions of 1982 dolars........} 2,793.2|2,906.3 | 2,835.9(2,881.7 { 2,887.6 | 2,919.21 2,936.9 ( 2,955.4 .. 971 97.1] 982 976] 965| 966 979| 953
Per capita: ther nondurable goods 186.11 187.8} 187.2| 1865} 186.0| 187.6| 191.3| 1884
Current dollars. 14,116 15,186 14,504 | 14,884 15,084 15,280| 15,495 15,840 254] 253] 266 240} 244| 247] 281 215
1982 dollars .. 11,337| 11,680) 11,466} 11,625 11,622| 11,717} 11,755] 11,802 her. 1607| 162.5] 160.5] 1624| 161.5] 1629} 163.2| 1668
Population (mid-period, 2464] 248.8] 2473 2479 2485) 249.17 249.8( 2504
Services! 1,280.2 [ 1,327.7} 1,295.2 | 1,306.7 | 1,319.0 | 1,332.9 | 1,352.2 | 1,356.7
Personal saving as percentage of -
disposable personal income.. 42 54 46 56 54 5.1 56 58 g 366.11 372.7| 36801 369.6| 3717 373.6{ 376.0{ 3773
Household op 1641} 165.6| 165.7| 1634| 1644| 1645] 170.3] 1635
NoOTE.—Percent changes from preceding period for selected items in this table are shown in table 8.1. E,l,h" and gas g?g ggi ggi 18“2); g;g g;g gig ;ig
Transp i 945 982 962 963 971 98.3| 100.5[ 100.7
Medical Care .mnmscsersmmmsmmmmmmnnnn] 2782 296.2) 283.9] 289.0| 293.1| 298.1] 3044| 3109
Other! 3774| 3950| 381.3] 3883} 392.7| 398.0( 40L1| 4042

1. See the box on page 21 of the July 89 Survey oF CURRENT BUSINESS.
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Table 3.2.—Federal Government Receipts and Expenditures

Table 3.3.—State and Local Government Receipts and Expenditures

June 1990

[Billions of dollars) [Billions of dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v 1 n m v I v 1 i m v I
994.6| 1,036.2 | 1,053.2]1,043.2| 1,056.1 | 1,084.7 Receip T0L6| 746.6] 7165| 732.6| 742.6| 750.3] 7609 7808
4203| 446.8| 465.1| 459.1] 4708| 476.7 Personal tax and nontax receipts..........| 173.7] 188.1| 177.5[ 1815| 187.5| 190.0( 1932} 195.6
H0TL BTD) a3 wBT) dshal ssd O ST | s8s| 974 03| 929| 96| 987| 1004 1013
{1 B Y B B I N 703] 749| 720} 732} 743] 755) 767} 780
. - ® - . . Other. 148] 157] 151 153 1s6| 1s8] 161] 163
UoBl Toal 27 92l A 1955 corporate profits tax acoruls.mmn 65| 42| 24| 24| 252 28] 25 230
973 91.5f 894| 803| 757 82.0 Indirect business tax and nontax
acerual 358.2] 3449| 3497| 3553| 362.1| 3660] 3740
57.8] 580| s582| 594 93] 601 Sales taxes 170.8| 164.8| 166.8| 169.4f 173.1| 1738| 1780
35.1| 351] 351| 352| 354] 365 Property taxes ... 1403[ 1345 1368( 139.1| 1414| 1437 1463
xg.g 1;.; 1;.3 12.2 lg.g 1;.; Other. 12| 457| 41| 467| 415 484] 407
o ’ § ’ ’ ’ ’ Contributions for social insurance 56.7] 546 554| S562| 571 S8.1| 590
Contrit for social 3913 422.5| 4006| 4143| 4202| 4248] 4306| 4461 o
) Federal grants-i-aidu..ommermssmsscssessn 194} n22| 17| 184 183 1221 1203
Expenditures. 1,118.3|1,195.7 | 1,162.1 | 1,183.7 | 1,198.6 | 1,187.9] 1,212.6 | 1,255.6 )
- Expenditures 702.6| 6708| 6838| 695.1] 7055| 726.1| 7434
Purchases of goods and services ... 381.3| 403.2| 406.4| 399.0| 406.0] 402.7 405.1| 4137 |
N: 1 defense 2080] 3022| 3005] 2987| 301.3| 307.8] 3009| 3086 Purchases of goods and services . 633.4| 6049 617.0] 627.2] 636.2[ 6532} 669.2
833} 10L1} 1059 1004} 1047} 949] 1042f 105.1 Compensation of employ 311.0] 3555] 361.8| 3679] 3739 3804 3867
Transfer pay 4382 4727 4476 4604] 4669| 4756| 488.1{ 5027 Other. 2624 249.5| 255.1| 259.3| 262.2| 2729) 2825
}‘: pessons 4%;3 4{%‘7’ 4}3-; 4‘1‘3 ) 4fﬂ 43-? 4?%3 4’3-(7) Transfer PaymMments to PEsons..vmumuseeed 1415| 1343 1367] 1396 1427| 1469| 1502
Grants-in-sid to State and Jocal Net interest paid ~427] 41| -417] -423| ~430| -436] 45
g ma4| 1194] 1122| 187| 1s4| 183| 1221y 1203 Interest paid . 659 622| 637 651 666] 681] 695
. . Less: Interest y
Net interest paid. 1514] 171.2] 157.0| 1670{ 1720] 1712| 1748] 1792 .
Interest paid .... 1738) 1921] 1783 187.4] 1919] 1931| 196.1| 2017 govel 1085) 1033| 1054] 1075) 1096) L7} 1140
To persons and business 1448] 158.5| 147.2| 1549{ 157.6| 159.1| 1623] 167.3 Less: Dividends received by
To forei 20.1] 3371 311| 325| 344{ 339 338| 343 2 831 97| 88) 91] 95| 101] 100] 101
Less: Interest received by Subsidies less current surplus of
gover 24 200| 212] 204] 200] 219} 214] 224 8 pri -17.5] ~199| -185| -190] -19.8] -204| -204| -214
Subsidies less cutrent surplus of Subsidi a 8 8 8 8 8 8 38
g pri 360] 291] 389] 385| 353| 201f 226] 307 Less: Current surplus of government
Subsidi 289| 270| 3s59| 342 285| 183] 270| 328 P 183] 207 193] 198] 206| 211 212| 222
Less: Current surplus of goverhment Less: Wa
: _ _ _ _ : Wage accruals less
71| -21| =30 —43| -68| -18] 44| 21 S8t 0 0 0 0 o 0 o o
Less: Wage accruals less N -
B8 Surplus or deficit (-), national
g 0 0 0 0 0 0 0 0 income and produét
Surplus or deficit (), national 49.7| 44.0| 457 488| 47.5| 449 347} 374
income and product accounts .| —145.8| ~148.5| -167.6| -147.5| —145.4| ~144.7| ~1565[ 1709 o . . e sl 7eol msl 7sal 7al al wes| w23
Social i funds. 548 641] 636 627] 637| 643 657| 661  Other -214| -341| -28.1| -266] -29.6] -343] 57| -449
Other. —200.6| 212.6] 2312 -210.1{ -209.1] ~200.0| —2223{ —236.9
. Table 3.8B.—Government Purchases of Goods and Services by Type in
Table 3.7B.—Government Purchases of Goods and Services by Type Constant Dollars
[Billions of dollars) [Billions of 1982 dollars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1088 | 1980 | 1088 1980 . 19%
LA L R R A v |1 o {m|[w|r
Government purchases of Government
" purchases of
and SErvices ) 968.9)1,036.6 | 1,011.4{1,016.0[1,033.2 [ 1,038.9 | 1,058.3 | 1,082.9 §00dS A BervICes oo  1ss.1| s064| soeal| 7997 si03l sossl sioal s173
Federal 38L3| 4032| 4064} 3990 4060 4027 4051} 4137 pogery) 3289] 337.1| 3439| 335.5| 3a36| 336a| 3333| 3352
dona) defense 2§§~g ] ot o I e e ional defense 261.5| 2565 261.6| 2544| 255.8] 260.1| 2557| 2545
it Sescvruumuent B 1Y BR O BR C1 BB B 1] R tr Bt B T Durable goods...... 61 825 850| 81| s28| 843 sos| 803
SCIVICES covsvmrsryrrresssen 196.1| 202.6| 197.4] 1988| 2005( 2054] 2057| 2114 Sondurable goods 1569|1551 1;2'1 15? 1;;‘; 1;2'; l;gz 1;3'(2)
Compensation of employees.... 1132| 1198] 1137] 191] neal 1200f 1206 1247 Py~ 80.1] 807| 89.1| 95| 89.4] 398 900| 897
Military. 760| 793] 762 791 90| 793| 796 827 e ployees y y y - - y y y
O w3l B Bol B Ral nel &9 Military.. 600| s0.6f 508 5971 505 596 597] 595
ol ol sl sl aiat aeal syl ses Civilian 20.1] 301} 293] 208 299 30| 303] 302
7'0 6. 4 7'0 6:3 6.3 6'8 6.3 6‘2 Other services.. 67.8 65.5 67.3] 640 643| 67.0f 666| 673
- - - - - - - S s7l 48] 54l 48] 47| 51| 45| 45
ndefense.... §3.3) 1001) 1035 10041 1047} 945) 1042] 1031 Nondef 64| 806 23| sta| s1sl 7e0| 77| s07
I a3l 3ol itel 33l 23| 311 as . DUTABIE ZOOMS cerrerrrrsrsessasssssessen | 54 56 s6f 57| 58] 551 55| 58
ps ity Credit Comporation - . : - - g . . Nondurable goods... . 87| 26| 39| 36 o1} -17] -7 -4
nventory change.... -156| —40| 41l -38] -10] -100| -14] -63 Commodity Credit Corporation
Other nondurables. 74 69 69 76 69 6.8 63 67 inventory change... J -156| =35 -22{ -33 31| 77| -59| -6.1
Servi 00| sso| s36| 849| s66| s60| 63| 909 Pt P P B4 B B4 B B
Compensation of employees... 461] 498| 471 492| 497] s0a| 505] 536 - - - : - : - - -
Other services 339] 361| 365] 357 370| 3s59| 358 373 Compensation of employees 36.1 372] 369 369| 370f 37.3| 376| 388
s 55l 711 ‘63| ‘es| el 71| ‘so| sa Other services 71 293] 305 2094| 302| 200| 287) 297
- : - - - : - - s 1 59| 55| 55| s57f 59| 63| 68
State and iocal.. 6334| 6049 617.0] 6272| 6362 6532) 6692 Gt g 10calcecesn] 4562| 460.3| 4625| a642| 4667] 4602| a7l as21
28| el sl Al WAL ) He e R | 261| 281] 269] 274| 279| 284 289 293
4155| 4539| 4632| 4713{ 47193 4880| 4977 durable goods 486( SLif 495 3011 5071 St4f 21| s523
3710l 3sss| 3cis| 3679| 3739 3804 3867 SEIVICES v —_— 3237] 331.6| 3268 3286| 330.6| 3324| 3346| 3360
1043 “osal toral 103s| 0sa| 1077] 1ina Comp of employ 2509| 2552| 2527] 253.7| 2547| 2557| 2569 2577
el 12| sl 7l 7ol 7671 sos OUHET SEIVICES cnvuresrrnssmnssssssnsr 728 763 741 750| 758| 767| 718 784
” - ! . ’ - - s 578] 585 593| 580] 575 570 614| 642
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Table 3.9.—National Defense Purchases of Goods and Services
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Table 3.10.—National Defense Purchases of Goods and Services in Constant

Dollars
{Bitlions of dollars) [Billions of 1982 doliars]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 1 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v 1 )i Uil v r v 1 n m v I
National defense purchases ....... 298.0( 302.2| 300.5| 2987) 30L3) 307.8| 3009| 308.6 National defense purchases.....| 26L5| 256.5| 26L6| 2544 2558| 260.1| 2557[ 2545
Durable goods. 839] 81| 851) 827| 828| 845| 781| 8LO  Durable goods 825 850| 821| 828| 843] 806 3808
Military equipment ..o 7290 721 7437 729| 722] 744| 688} 719 Mxhta:y cqmpmcm 69.6] 718 69.7] 69.4| 713§ 68.1| 688
ircraft 203] 267] 305] 277f 260] 256| 27.5] 247 Aircraft 270 304| 266] 259 2601 292| 251
Missily 124 136] 133| 129] 43| 142] 131| 144 Missil 149] 14| 144] 155{ 150{ 146] 154
Ships 84 9.9 93| 102 90| 103 991 103 Ships 79 7.8 84 7.3 83 7.8 8.1
Vehicl 42 35 37 37 34 38 30 32 Vehicl 3.7 39 40 36 4.1 30 34
El p 6.0 6.3 65 59 63 72 6.0 69 El quip 57 6.0 54 5.7 64 54 6.2
Other, 1251 1211 109f 125 131 133 94| 124 Other. 10.5 971 109 114 115 8.1 10.5
Other durable go0ds «uemmssssarsmesnn] 110 991 107 981 10.6f 10.1 93 9.1 Other durable g00dS .. immmemmsssssisssnn) 138 128] 132 124] 34|l 130] 25| 120
Nondurable go0ds ........uummmemmsermensd 109 11| {L1| 108} 1L7{ 110 108( 10.0 Nondurable goods 143] 141} 147 139] 145] 141) 139] 122
Petrol prod 44 4.7 4.7 46 46 44 53 4.5 Petroleum prod 79 8.1 8.6 7.8 7.8 77 9.0 7.1
A ith 39 3.7 38 36 4.2 39 30 30 A 41 38 40 38 43 4.1 29 31
Other nondurable go0dS wummmmmmunnd 2.6 27 26 27 29 27 25 25 Other nondurable goods 22 22 22 23 24 23 20 2.1
Servi 19611 202.6] 197.4) 1988 200.5] 2054| 2057 2114 Servi 156.9| 155.1| 1564 153.5] 153.7| 156.7f 156.6| 157.0
Comp of employ 1132 119.8) 113.7( 1191 1194] 1200 1206| 1247 Comp of employ 80.1) 8971 89.1] 895| 894| 89.8F 900| 89.7
MIlHALY coorrensurssessesssassessssssssssasmssssssesns 760 7931 762] 79.1] 79.0| 793| 796| 827 MILIALY.couonemnusnsossassssssessssssssssssonannens 600| 596/ 598 597] 59.5| 596| 597| 595
Civilian 372 405] 376] 400] 404] 407| 410 419 Civilian 294F 301 293| 29.8) 299} 30| 303{ 302
Other services.... | 829} 829} 836 79.8| 81.2] 854{ 85.1| 868 Other SEIVICES .oummmmmssssssionesnsaes — 67.8| 655| 673F 640! 643| 670| 666 673
Contractual research and Contractual research and
p 307] 308] 314) 298] 302] 312] 320| 337 develop 255] 247 257 244 241 249| 254 266
Installation support ! 238| 234| 236f 223| 228 2521 234 239 Installation support ! 182f 17.3] 17.8] 168 169 1837 170 172
Weapons SUPPOTt 2..iuueee R 89 9.0 9.1 89 9.0 9.0 9.1 9.1 Weapons BV 100 L S R— 76 74 76 74 15 73 13 74
P 1 support 3 118 1191 1L7] 114] 116] 128] 117 116 P support ? 89 8.5 8.6 83 84 9.1 8.2 82
Ti of el 37 39 38 36 3.8 40 42 42 Transportation of materiel 39 4.0 39 36 39 4.1 43 44
Travel of PEISONS cvvueevsarsormansasvessssses 4.0 3.9 39 37 39 39 4.0 4.1 Travel of persons........ . 3.8 3.6 37 34 3.6 3.6 37 3.6
Other. 0 0 1 0 -2 -6 6 1 Other. ¢ 0 a1 0 -1 -5 5 1
Structur 70 64 7.0 63 6.3 68 63 62 Structur 57 48 54 43 4.7 5.1 45 45
Military facilities wuemmmmmnesssssssssssseonce] 47 4.1 4.6 40 39 4.3 4.1 37 Military facilities . 37 3.0 35 30 29 32 29 26
Other. 24 23 24 22 24 25 22 24 Other. 19 1.8 19 17 18 19 17 18
1. Includes utilities, rental pay and repair, and to 1. Includes uilities, rental p i and repair, and payments to contractors
to operate installations. to operate installations.
ludes depot and ] services for weapons systems, other than research and 2. Incl depot mai and | services for weapons systems.
development. 3. Includ of foreign p 1, consulting, training, and education.
3. Includs p ion of foreign p 1, consulting, training, and education.

Table 4.1.—Foreign Transactions in the National Income and Product Accounts

[Billions of dollars]
Seasonally adjusted at annual rates
1983 | 1989 | 1988 1989 1990
v i ig i1 v ¥
Receipts from foreigners . 625.9| 5§79.7{ 605.6| 626.1} 6285 643.5f{ 664.7
Expons of goods and services ... 6259| 57971 605.6{ 626.1| 628.5{ 643.5] 664.7
3689| 34101 3587 372.1| 3704 3744| 3924
Durable goods 2... 2 240.6] 2213} 231.4{ 239.1]| 246.0] 245.8] 2583
128.3) 119.7| 1272} 133.0] 1244 1285) 134.1
25701 238.6| 2469 254.0] 258.11 2692} 2722
1369] 125.5) 131.9| 1362] 1345} 1450) 142.1
1202 1132 1151 117.8] 123.6] 1242} 130.2
Capital grants received by the United
States (net) 0 0 0 0 0 0 0
Payments to foreigners ¢ 6259 579.7| 605.6( 626.1} 628.5| 643.5| 664.7
Imports of goods and services ©... 673.0| 650.5| 659.6] 676.6] 673.6{ 682.3| 696.6
Merchandise 2, 480.2]1 468.8| 469.8| 480.0| 482.2| 488.6| 499.5
Durable goods 2... 309.9{ 312.6( 309.6] 308.0( 309.8) 312.0( 309.9
170.3| 1563| 160.3| 172.0f 1724} 176.6{ 189.6
1929| 181.6| 189.8| 196.6 191.4| 193.7| 197.2
101.2( 9L0| 97.31 1052{ 10L0| 1014| 998
91.6] 906 925| 914 904 922§ 973
Transfer p (net} 154( 2021 13.8] 125 157 196} 152
Frotn persons (Net) c.ou.versmssssassssosecssss 8 1.7 19 22 14 1.6 1.5 1.2
From g (net) 13.7] 182} 1LS} 1L1| 141] 182 140
Interest paid by government to
forei 29.1 3.1} 325( 344} 339( 338] 343
Net foreign investment... -1220! ~1003| -97.5] -94.8{ -922| -8L5

Table 4.2.—Exports and Imports of Goods and Services in Constant Dollars

[Billions of 1982 dollars)
Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
v 1 i m v I

Exports of goods and services L.........; 530.1| 589.2| 5514 569.7| 587.5| 593.1( 606.6{ 6251
Merchandise 2 3443| 386.8| 358.6) 372.5( 3869) 390.6| 3972| 4165
. 6] 248.0( 254.0] 262.8| 272.3| 2734 2884

X . 1105( 1185) 1241 1183} 123.8] 128.1
Services !.. 185.8| 202.4| 1928} 1972} 200.6) 202.5] 209.4| 208.6
Factor ing . 947] 106.2| 1000} 1040] 106.1} 1039] 1109| 107.3
Other S uirerssnne 91.1] 962| 928] 932 945 986 985| 1013
Imports of goods and services .., 6050] 641.8) 6252 624.6) 638.7| 650.2| 6538 658.7
Merchandise 2 a61.1| 494.4] 4834 477.4) 487.5] 5043| s082| s124
Durable goods 2 risnamssssmsssnsassssssaee 280.8| 300.0| 291.3| 290.7| 296.1] 303.8| 3092} 3063

. 1944 1921 186.7( 191.4] 200.5| 199.0| 206.1

RS 3T —— 147.5| 1419 1472 151.1{ 1459| 1456 1463
Factor income * 715 714} 753 80.9] 769| 1765| 743
Other? 700{ 704 71.6] 7021 69.0] 691 720

1. See footnote 5 and the box on page 21 of the July 89 SURVEY OF CURRENT BUSINESS.

2. Estimates beginning with the first quarter of 1986 exclude repairs and alterations of equipment, which
was reclassified to *‘other”” services.

3, Line 6 less line 13 equals rest-of-the-world product as shown in table 1.8.

4, Estimates bcginning with the first quarter of 1986 exclude noninterest income of banks, which was
reclassified to “‘other” services.

5. Estimates beginning with the first quarter of 1986 cover many bus ional, and
services and i services and insurance services;
incorporate new source data on travel and _passenger fams cover foreign students’ expenditures in the United
States; cover repairs and alterations of equipment; and cover noninterest income of banks.

6. See foomote 7 and the box on page 21 of the July 89 SuRVEY OF Cunxmr Busingss,

1. See footnote 5 and the box on page 21 of the July 89 SURVEY OF CURRENT BUSINESS.

2. Estimates bcgmmng with the first quarter of 1986 exclude repairs and alterations of equipment, which
was reclassified to “‘other”” services.

3. Line 7 less line 16 equals rest-of-the-world product as shown in table 1.7,

4. Estimates beginning with the first quarter of 1986 exclude noninterest income of banks, which was
reclassified to *‘other’ services.

5. Estimates beginning with the first quarter of 1986 cover many busi jonai, and technical
services and i of services and msnmnce services;
incorporate new sourcc data on travel and passenger fares; cover fomgn students’ expenditures in the United
States; cover repairs and al of and cover income of banks.

6. See foomote 7 and the box on page 21 of the July 89 SURVEY OF CURRENT BUSINESS.

7. Estimates beginning with the first quarter of 1986 cover many busi ional,
services and i

and
services and_insurance  services;
incorporate new source data on fravel and passenger fares; cover U.S. students’ expenditures abroad; cover
repairs and alterations of equipment.

7. with the first quarter of 1986 cover many busi l, and
services and i of services and insurance services;
incorporate new source data on travel and passenger fares; cover U.S. students’ expenditures abroad; cover
repairs and alterations of equipment.
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Table 4.3.—Merchandise Exports and Imports by Type of Product and by End-
Use Category

[Billions of dollars]

Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
w 1 n m v r
Merchandise exports '.......cc.. 322.0| 368.9| 3410 3587 372.1| 3704| 3744| 3924
Foods, feeds, and beverages ... 329 359 346 38.6 379 323 348 380
Industrial supplies and ial 83.0] 955 864| 92.6{ 99.0| 966 936 99.2
Durable 00dS...cuummsirmcsenssarensed 279 33.5 302 325 34.0] 344 33.0 34.8
Nondurable goods. 55.1 620 56.3 60.1 650 622] 606| 644
Capital goods, EXCEPL AUOS vuvrssrrssesssasese 1124 130.6] 119.7| 1234 1293} 1383} 131.3] 1434
Autos 325 347) 343) 355] 344| 332] 356| 346
C goods 24.2 321 266) 299 32.2 320] 343 37.0
Durable goods... 11.0 16.2 122 15.1 16.5 159 17.3 19.2
Nondurable good: 13.2 159 144 14.8 15.7 16.1 17.0 179
Other! 370] 40.1] 395] 387] 393} 379 447] 402
Durable goods ! 2. SO 23.1 257 249 250 249 24.1 2861 263
Nondurable goods 2 140 145 145 13.7 144 137 16.1 139
Merchandise imports ! 449.0] 480.2| 468.8| 469.8| 480.0| 482.2( 488.6{ 499.5
Foods, feeds, and beverages ... 249 25.1 25.1 25.1 25.1 249 253 279
Industrial supplies and materials,
luding petrol 7641 784 80.6 80.2] 78.1 774 780] 774
Durable 200US cuversmremsmmssssssrsersssesssassens 409 426 44| 435{ 425] 420] 422 408
Nondurable goods 356| 35.8| 365) 366) 356f 3541 358] 365
Petrol prod 39.3 50.4 369 434| 538 522| 3522 61.3
Capital goods, eXCept autos .| 10181 113.4) 107.11 10871 1139] 1141 1169] 1159
Autos 879 86.2 930( 913 84.8 849 83.8 84.8
C goods 96.4| 103.0| 101.8] 984| 101.2| 1049( 107.5| 1043
Durable goods... 528 558 56.1 54.7 552] 569| 565 544
Nondurable good: 4361 47.2| 456 437 4601 480( 5091 499
Other? 2231 236 244| 227] 23.1] 238| 249] 278
Durable goods ! 2.....vrcmmmsrsssssreenn] 112 11.8 122 114 115 119 124 139
Nondurable goods 2 1.2 118 122 114 115 119 124 139
Addenda:
Exports of agricultural products 38.1) 413] 392) 431 434| 386 400| 429
Exports of nenagricultural produs 283.8| 32760 30190 3156| 328.7| 331.8; 3344 3495
Imports of nonpetroleum products ....., 4007 429.8] 4320| 4264] 426.3| 430.1| 4364| 438.1

June 1990

Table 4.4.—Merchandise Exports and Imports by Type of Product and by End-
Use Category in Constant Dollars

[Billions of 1982 doltars]

Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
v i It 11 v I
Merchandise exports ! 386.8| 358.6] 372.5| 3869] 390.6| 397.2| 4165
Foods, feeds, and beverages .. 352] 319 361§ 362 322| 360| 390
Industrial supplies and materials . 7971 917{ 81.8] 887} 941 932 910y 957
Durable goods.......... coresmnennten 268 321| 285| 312| 323| 329] 319f 337
Nondurable goods 529| 597( 532| 575] 61.8] 603] 59t 620
Capital goods, €XCept aUI0S wumirnenenns] 1443 162.3) 15241 1527 1604] 1705} 165.6] 180.2
Autos 28.1 29.0 29.2 2991 290| 277 294 28.6
C goods 217 279 23.6| 260( 280 277 29.8 31.8
Durable goods. 103 147 11.3 137 149 145 15.8 17.3
Nondurable goods 114 1327 123{ 123] 13a}f 133] 140f 1145
Other! 375 407 39.7 39.0] 392 39.3] 453 41.1
Durable goods ! 2 24.5 215 26.6] 26.5 26.2 26.7 30.6] 285
Nondurable goods 2 130 132 131 125 13.1 12.5 147 126
Mer dise imports ! 467.1| 49441 4834 477.4| 487.5| S504.3| 5082 5124
Foods, feeds, and b g 227 239 2.7 229| 231 245 251 26.5
Industrial supplies and materials,

Tuding petrol 737 724 5.1 727 2 720 737 727
Durable goods 3951 396| 4i1] 394| 388| 395 406] 400
Nondurable goods 3421 3281 3407 333| 3241 3257 331} 327

Petrol and prod 86.2 924 903 87.9 91.6] 974| 925 98.6
Capital goods, except autos 121.2] 140.8| 124.8] 129.5| 138.8| 144.2{ 1509] 149.0
Autos 66.4 63.6 68.8 674 63.2 63.0| 61.0] 618
C goods 782 81.8 81.7 78.5 80.7 834 84.4 812
Durable goods 443] 462) 46.6| 452 459 472 464| 442
Nendurable goods. 339 356] 3511 333| 348] 362| 380! 369
Other ! 18.7 19.5 20.0 18.6 190 197 206 227
Durable goods ! 2 94 97! 100 9.3 9.5 991 103 114
Nondurable goods 2. 94 97| 100 93 9.5 991 103| 114
Addenda:
Exports of agricultural products 376 394 36.2 40.1 40.7 37.1 398 424
Exports of nonagricultural product 306.7| 347.4| 3223| 3324| 3462 353.5| 357.4| 374.1
Imports of nonpetroleum products ... 38091 402.0{ 393.1] 389.5) 3959] 4069] 4157| 4138

1. Estimates beginning with the first quarter of 1986 exclude repairs and alterations of equipment,

was reclassified to services other than factor income.
2. Because no data are available to distribute exports and imports of “‘other’” merchandise between durable
and nondurable goods prior to 1986, or to distribute imports of ‘‘other’ merchandise for all time periods,

estimates were distributed equally.
3. Includes parts of line 2 and line 5.

which

NoTe~—Beginning with 1985, the definitions of the end-use categories have been changed. For a
description of the new definitions, see the technical notes in *“U.S. Intemational Transactions, First Quarter
1988, SURVEY OF CURRENT BUSINESS 68 (June 1988): 34-39 and 57.

1. Estimates beginning with the first quarter of 1986 exclude repairs and alterations of equipment, which
was reclassified to services other than factor income.
2. Because no data are available to distribute exports and imports of “‘other’’ merchandise between durable
and nondurable goods prior to 1986, or to distribute imports of ‘‘other’” merchandise for all time periods,
estimates were distributed equally.
3. Includes parts of line 2 and line 5.

Norte.—Beginning with 1985, the definitions of the end-use categories have been changed. For a
description of the new definitions, see the technical notes in “U.S. International Transactions, First Quarter
1988,” SURVEY OF CURRENT BUSINESS 68 (June 1988): 34-39 and 57.

Table 5.1.—Gross Saving and Investment

[Billions of dollars]
Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
v 1 n m v I
GroOSS SAVING .couvuunirrrsnssnssscssasn] 6424 70L7| 6474| 6935] 6€95.8] 709.9| 707.7| 697.0
Gross private saving... 73867 806.2) 769.3 792.11 793.7| 809.7| 8294| 830.5
Personal saving.... W 1447| 2044 1634| 2057 200.7[ 195.1| 2160{( 2315
Undistributed corporate profits with
inventory valuation and capital
pti dj 803 49.5] 8L7| 534 520{ 493| 433| 369
Undistributed profits 585| 389| 604 551 402] 291 311] 304
Inventory valuation adjustment.......| -25.0] -18.7] -20.1} -38.3} -20.5| -63{ -9.7| -IL1
Capital consumption adjustment......] 46.8| 29.3| 415 366| 323] 265| 219 175
Corporate capital consumption
allowances with capital
i dii 321.7( 3449 329.7| 3352{ 339.7{ 349.9] 3549} 3542
N P capital
allowances with capital
ption adj 1919 207.4| 19441 197.8] 2013} 2153 2152] 2080
Wage Is less disb 0 0 0 (1] 0 0 0 ]
Government surplus or deficit (~),
national income and product
£ -96.11 -104.51 -121.9] -98.7| -97.9| -99.8| -121.8] ~133.5
Federal....., ~145.8| ~148.5{ —-167.6] ~147.5} ~145.4| —144.7] -156.5| ~170.9
State and 10Cal veevmrivmsssssssssssressnsssserss 4971 440] 457] 488| 4751 449 347| 374
Capital grants received by the
United States (net)..... 0 [] 0 L] 0 0 L] 0
Gross investment 632.8] 677.3] 630.8| 669.3 677.5| 634.3| 677.8| 6714
Gross private domestic investment. 750.3] 773.4f 7528 769.6| 775.0] 779.1| 7701} 7529
Net foreign investment ) —117.5] -96.2| -122.0f -100.3| -97.5| —94.8{ -922{ -81.5
Statistical discrepancy ... ~9.6| -244| -16.6{ -24.1| -183| -255} -29.8] -25.6
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Table 5.8.—Change in Business Inventories by Industry
{Billions of dollars]
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Table 5.9—Change in Business Inventories by Industry in Constant Dollars
[Billions of 1982 dotlars]

Seasonally adjusted at annual rates

1988 | 1989 | 1988 1939 1990

v I I it v I

Change in business

187] 277 274| 274| 261
~222 8.6 38 7.5 -3 44

40.8| 191 236} 19.8] 264
71.2) 768 5450 272 409 -2

Farm

N,

Change in book value

Inventory valuation adjustment ¢. -304) ~57.81 -309| -7.3] ~145] -159
Manufacturing 3 149 45 98] 1451 -39 19
Durable g00dS.....vmirurmmersssssrsssoned A . 146} 102 53 98 1.1 -8
Nondurable goods 3 =57 4.5 48} =50 27
Wholesale trade 45| -4.6 6.1 33 9.1 20
Durable goods.... 2.2 1.2 6.9 1.9 39 4.5
Nondurable goods. 23] -59 -9 14 52 -24
Merch holesal ! 3 24| -41 6.4 3| 140 -8
Durablc goods ............................... 1 . -2 1.7 17 -4 6.1 44
oods K 26 -58] -13 6 79] =~51

N t holesal 12 -1 21 -5 ~4 31 49 28
Durable goods ............. E— 13 -3 24 -4 -8 23] =22 1
goods -1 -4 -3 =1 4 8] 27 217

Retail trade 8.3 671 136 929 31 20 159 -293
Durable go0dS.....mimmmmsssssssnsssssnissed 6.1 31 114 73| -54] <73 6.6 -227

A i 31 14 77) 106} =36 -106 94| -250
Other. 31 -1 371 33| -1.8 331 =28 23
Nondurable goods. 21 64 2.1 26 84 53 93| -6.6
Other. 79 538 79 9.3 4.6 40 53 9.3
Durable T L RN 29 15 38 33 -9 8 27 20
ble goods. 50 43 4.1 6.0 55 32 26 72

1. The inventory valuation adjustment (IVA) shown in this table differs from the IVA that adjusts business

|ncomcs. The IVA in this table reflects the mix of methods (first-in, first-out; last-m, irst-out; etc.)

ing book value i ies derived primarily from Census Bureau statistics, This mix differs from that
underlymg business income derived primarily from Intemal Revenue Service statistics.

Table 5.10.—Inventories and Final Sales of Business by Industry

Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
v 1 I it v r

Change in business
i i 279 219 183} 245 191 2L9f 222| -36
Farm ~2.8 43| ~13.6 7.6 -5 56 42 42
Nonfarm 307 177] 319] 169f 195] 162; 180} -78
Mi ing 85 491 122 3.8 83| 120} -45 30
Durable goods ................................... 82 52| 132 83 4.1 82 3 -8
goods 3 -3 -10] -45 42 39] 48 38
Wholesale trade 85 24 191 -24 45 24 53 4.1
Durable goods...... 6.6 29 19 1.0 62 14 29 42
Nondurable goods o 1.9 -4 0 =34 -17 1.0 24 -1
Merch holesal 75 34 41 21 52 -5] 1Lt 4
Durable goods - 54 32 -3 L5 70 -6 4.9 4.0
Nondurable goods. . 21 3 71 35| -17 A 62| -36
N h holesal 10| -10 15 -4 -8 29| -59 37
Durable goods..... . 12 ~3 22 -5 -3 20f =20 2
Nondurable goods. -3 -7 -7 Bt 0 10} -3.8 35
Retail trade. 73 ST 116 84 26| -1.6] 132| -244
Durable 200dS....summermsmssmmsssssessesrsesd 54 2 9.3 617 -46] -61 55| ~190
A i 26 12 6.6 90! -301 -90 79| -21.0
Other. 28 -0 32 -29{ -15 29| -24 20
Nondurable goods 19 54 1.9 23 72 4.5 77| -54
Other. 6.5 47 62 7.1 41 34 4.0 95
Durable ZOOS uvueresnencnssscasrssssssnisssess 2.5 12 32 27 -3 7 22 1.7
ble goods 40 34 3.0 44 49 27 1.8 738

Table 5.11.—Inventories and Final Sales of Business by Industry in Constant
Dollars

{Billions of dollars] [Biltions of 1982 doliars}
Seasonally adjusted quarterly totals Seasonally adjusted quarterly totals
1988 1989 1990 1988 1989 1990
v I i nr v I v 1 s it v r
I ies ! 1,004.0| 1,026.6 | 1,033.9 | 1,041.8 | 1,054.9| 1,058.1 I jes ! 890.5| 896.6| 90L4| 9068} 9124| 91LS
Farm 7.7 782 714 115 80.8 84.2 Farm, 67.8] 6971 696f 710 721 73.1
Nonfar 9283 9484 956.5| 964.3| 974.1| 9739 Nonfar 822.7] 8269] 831.8] 8358 8403} 8334
Durablc goods 549.5] 561.8| 564.3] 568.6| 571.8| 569.7 Durable goods 47671 481.2] 4824) 483.5{ 4862[ 4827
durable goods 378.7] 386.6| 3922 395.7) 402.3] 4042 ble goods 3460 345.7| 3494} 3524f 354.1) 3557
Manuf: ing 368.6{ 376.5| 3782 3829] 382.1| 3833 M: ing 327.3] 3283) 3304] 3334 3322| 3330
Darable goods 2469] 2532 2540| 2579| 257.1| 258.1 Durable goods 2154 21751 2185) 220.5| 2206( 2204
durable goods 121.7| 1234 1241 1250| 1250| 1252 goods 111,9] 1108] 1119] 112.8] 1116) 1126
Wh le trade 218,67 221.6| 223.8| 2254} 2284( 2303 Wholesale trade 193.5] 1929| 194.0| 1946] 1959| 1970
Durable goods 140.7| 1429| 1452} 146.6] 147.9| 1497 Durable goods 121.8| 1220 1236] 123.9| 1246| 1257
furable goods 719 78.7 786 788 80.6 80.6 Nondurable goods na 709 704] 707 7137 713
Merch holesal 191.0] 193.1) 1954 1962} 200.3] 2015 Merch holesal 167.0] 1665| 167.8] 167.7| 1704] 1706
Durable goods 123.7] 125.8{ 1283| 1290 1309| 1326 Durable goods 107.0} 1074 109.1] 109.0[ 1102 1112
Nondurable goods 67.3] 674! 67.1| 672] 69.4; 689 Nondurable g 600| 5911 s87] s87| 602 593
N h h 27.6] 285 2841 29.2 281 28.8 h holesal 265 264 262] 269 25.5 26.4
Durable goods 17.0 17.1 169 17.6 170 17.1 Durable goods 4.7 14.6 144 149 144 145
Nondurable goods 10.6 113 1.5 11.6 11.2 117 Nondurable goods 11.7 118 118 120 10 119
Retail irade 223.7] 229.0( 231.3| 231.7| 237.8| 2320 Retail trade 193.6f 1957] 1964| 196.0] 199.3| 1932
Durable goods 1162] 11901 1183| 117.0f 119.2§ 1136 Durable goods 100.8{ 1023| 1012] 99.73 1011 96.3
A i 59.4 623 61.5 59.1 61.8 55.3 A i 506 52.8 520! 49.8 518| 465
Other 56.8| 56.7 56.8 579 57.5] 583 Other 503 4955 4921 4991 493] 498
Nondurable goods 107.4| 1100| 1130| 1147 1186] 1183 Nondurable goods 92.8| 934; 952] 963| 982 969
Other 117.4] 1212 123.3| 1244| 1258| 1283 Other 108.2| 1100| 111.0| 1119 1129{ 1153
Final sales 2, 3544 360.0| 3666 371.8| 375.0| 3844 Final sales 2. 291.9] 294.3{ 296.8] 298.6] 298.7| 3023
Final sales of goods and structures .............cccuvees 2024 2054 2089f 2105] 2100| 2165 Final sales of goods and structures 2.......cvemeerins 179.5] 181.4] 1828| 183.0| 1815| 1847
Ratio of inventories to final sales Ratio of inventories to final sales

Inventories to final sales 283 2855 2.82{ 2.80] 281 2.5 Inventories to final sales 305 305 3.04] 3.04| 305] 3.02
Nonfarm inventories to final sales... W 262 2.63 261 2591 260 253 Nonfarm i ies to final sales. 282] 281 2.80 2.80] 281 277

Nonfarm inventories to final sales of Nonfarm inventories to final sales of goods and
459 4.62| 458 4.58) 464 450 458] 456] 4.55] 457| 4.63] 454

L. Inventories are as of the end of the quarter. The quarter-to-quarter change in mvcntoncs calculated from
CB

current-dollar inventories in this table is not the current- dollar change in
component' of GNP, The former is the difference between two inventory stocks, each valued at their
fespective end-of-quarter prices. The latter is the change in the physical volume of inventories valued at
average prices of the quarter. In addition, changes calculated from this table are at quarterly rates, whereas
CBI is stated ar annual rates.

2. Quarterly totals at monthly rates. Business final sales equals final sales less gross product of houscholds
and institutions, government, and rest of the world, and includes a small amount of final sales by farms.

1. Inventories are as of the end of the quarter. Quarter-to-quarter changes calculated fmm this table are at
1y rates, whereas the constant-dollar change in p of GNP is stated at
annual ates.
2, Quarterly totals at monthly rates. Business final sales equals final sales less gross product of households
and institutions, government, and rest of the world, and includes a2 small amount of final sales by farms.
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Table 5.12.—Fixed Investment by Type
|Billions of dollars]

June 1990

Table 5.13.—Fixed Investment by Type in Constant Dollars
[Billions of 1982 dollars])

Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v 1 I m | v r v 1 i I v r
Fixed i 7196| 746.3| 734.1| 742.0) 747.6| T5L7| 744.0| 7646  Fixed i 687.9| 698.8| 690.8} 696.6] 700.7| 7027} 6951 7090
N | 48721 S1L7| 4958] 503.1{ 512.5| 519.6| S1L4] 5261 Nonresidential 4938| 510.3| 492.7| 5010 511.4| 517.9] 510.8] 5204
1403| 1449} 142.5| 1447 1424| 1462| 146.4) 1513 Structures... o] 1222|1200 1204 1201] 1181 1204] 1203| 1231
97.8| 1004] 97.9| 1013} 98.5| 10L3| 100.4] 1044 Noms'dmal bmldmgs’ 787 716} 781 798| 766] 777| 763| 789
}"Aubhc unhtlws M d .| 2617 285) 286| 288] 285| 283] 283} 289 Public uulmcs 226 239] 242 245| 240| 236] 234] 237
ining cxp oranon, s ts, an Mining ex] lonmon, shafts, and
WellS .o oo ws| 1ol 97| 99| 17| ns| ng el promt A 12| el el 29| 1a w2f 58| 1ss
Other. a5 55| 49] 48| 55| 59| 59 63 Other. 37 45] 41| 39] 45| 43| 48| 50
Producers’ durable e 346.8| 366.7) 353.3| 358.5| 370.1| 3734| 3650| 3748 Producers’ durable equipment ...} 37L6| 3903| 3713| 3799| 3932| 307.6| 39%0.6| 3974
Information processing and Information processing and
related equipment 11471 12161 151 117.8} 1227} 1220] 12411 1266 related equipMent e 1742] 1890] 17221 1803} 189.1) 190.1] 195.5) 199.1
_Il_ndustnal equlpar:;nt 819 916! 878 922 9%0.7] 91.6{ 920] 936 I 684) 738| 720 749 735] 7350 732 732
ransportation rela T
ip 63| il 67l 72| mel 18| es7| 74 ransporation and relied 67| o8] 67| 07| ocasl| ool sas| s0s
Other. 739 94| 737| 763] 790! 801 823 812 Other. 633 657 624] 639] 657] 660| 672| 656
Residential 2324| 234.6( 2384 2388 2351| 2321| 2326] 2385 Residenti 1941) 1885] 198.1| 1956| 189.3] 184.8] 184.3| 1886
Single-family 1165f 1156| 1192] 12151 1148} 1124{ 113.6) 1203 Single-family str 92| 914| 979| 983 911 879 884 937
Multifamily 233] 2381 234 241 2501 244} 221/ 214 Multifamily structures ... 193 189 192| 195 198] 188] 17.2| 166
Other. 926! 952| 958| 932 953] 956f 969( 968 Other. 786 1782| 809| 77.8] 784] 780| 787| 782

Table 6.3B.—National Income Without Capital Consumption Adjustment by

Industry
[Billions of dollars)
Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 -1990
v 1 )id Jits v ¥
National income without
capital consumption

ji 3,952.8|4,272.514,083.4 | 4,178.4 | 4,249.84,300.5 | 4,361.2 [ 4,456.4
Dx ic industri 3,919.514,236.814,048.91 4,143.9| 4,218.914,266.9 1 4,317.7 | 4,414.1
Private industries... J3,352.6 | 3,630.5  3,470.1 3,549.6 | 3,616.8 | 3,656.7 | 3,699.0 ) 3,780.4
Agricul forestry, and fisheri 904 979 82.5] 109.5{ 1027 88.7 90.8| 104.6
Mining 344 376] 339 3501 372) 383 39.8 413
2112| 2240} 217.4| 220.5| 221.6| 2243 229.6{ 2350
Manufacturi 788.6| 8187 816.1| 817.11 818.2f 823.1] 8163| 8247
Durable goods 45501 467.2| 469.2| 469.9| 466.7| 461.9] 4644{ 472.3
Nondurable goods J 333.6{ 351.5] 3469| 347.2| 351.5] 3552 3519 3524
Transportation and public wtilities..] 300.2{ 320.8| 311.1]| 314.5| 3214 3220| 3251 3340
Transportati 13L1] 140.6] 1349} 13711 1400} 142.1] 143.1] 1463
C icati 836| 890 857{ 878| -900{ 87.2] 912 929

Electric, gas, and sanitary
i 85.5 91.1 90.6| 89.7 914| 927 90.8] 948
Wholesale trade 234,5| 255.1] 244.9] 2447\ 251.6f 257.2f 267.1| 2674
335.6) 357.0] 344.2) 3466] 353.9| 362.8] 364.6{ 370.7
Finance, insurance, and real esme 568.81 631.2| 594.5| 613.3| 633.3| 6384] 639.7| 6520
SEIVICES evsusessurssssece oo .| 789.0| 888.3| 8255| 848.3| 8769| 902.1] 9258| 9506

Government and government
enterpri 5669| 6063] 578.8| 594.3| 602.0| 610.2] 618.7| 63338
Rest of the World v~ 333|  356|  34.5| 345] 3L0| 335 435) 422

Table 6.18B.—Corporate Profits by Industry

[Billions of dollars]
Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990
v 1 n m v r
Corporate profits with inventory
valuatwn and capital consumption

328.6] 301.3) 340.2{ 316.3| 307.3| 295.2| 285.9 289.7
D ic industri 285.0| 253.5| 293.7| 269.7| 264.2| 249.5] 230.5| 2379
Financial 357| 27.3| 355 344| 336] 22.8] 185 262
Ni ial 249.3] 226.2) 258.2 235.3] 230.5] 226.7} 212.1} 211.7
Rest of the world 43.7] 478| 46.5] 466] 436| 45.7| 554| 518

Corporate profits with inventory
luati j 28181 272,01 298.7| 279.7] 275.5| 268.7| 264.0{ 2722
D ic industri 2382 224.1| 252.2| 233.1| 231.8| 223.0| 208.6| 2204
Financial 29.8] 222| 30.1| 293| 286] 17.8| 13.0| 215
Federal Reserve banks......imsssmessinsed | 18.1] 2061 1931 203} 21.2] 204] 20.7] 208
Other. 1.7 15| 108 990] 74 -26| -7 T
Nonfi 1 208.4) 202,01 222.1§ 203.9| 203.2| 205.2} 1956| 1989
M ing 984| 869] 105.5] 96.5{ 9031 866 744| 805
Durable goods. 38.1] 20.7| 39.8] 35.6] 31.5] 28.6] 23.0| 310
Primary metal industries ... 6.4 6.1 74 6.5 6.6 6.7 4.5 49
Fabricated metal pmducts 61| 60| 59| 72{ 67f 62| 38} 57
Machinery, except el 48| 25| 21| 20f 28] 23| 27| 43
Electric and electronic equipment 46| 47 66| 441 5.1 301 62] 56
Motor vehicles and equipment ., 24| =14 45| 30| -19} -20f 47 ~-61
Other, 138} 1191 134} 124} 122| 123] 106] 164
Nondurable goods. 603} 573] 65.7] 609| 58.8| 58.0f Sid4| 494
Food and kindred products wuwwmeeee] 1571 15.1| 17.2] 174} 148 148| 134] 122
Chemicals and allied prod 4] 168| 220 185] 181} 159] 148] 176
Petroleum and coal p 221 53f 12| 10| 39 271 19
Other. 231 212| 238| 249} 234 204 178
Transportation and public utiliti X 399| 43.5( 41.6] 40.8| 394| 37.8| 399
‘Wholesale and retail trade ... | 40.1} 3911 41.8] 34.11 369] 41.9| 43.6] 384
Other. .6 360) 31.3| 37| 352] 37.4] 3991 402
Rest of the world 43.7] 478| 46.5| 46.6| 43.6| 457) 554) 518
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Table 7.1.—Fixed-Weighted Price Indexes for Gross National Product, 1982
Weights
{Index numbers, 1982=100]
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Table 7.2.—Fixed-Weighted Price Indexes for Gross National Product by
Major Type of Product, 1982 Weights

[Index numbers, 1982=100)

Seasonally adjusted

Seasonally adjusted

1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v|i1|la|m|wv]|r v{tr|nonlm|iv|Tr
Gross I product 1243 | 1296 126.2| 127.7| 129.3| 130.2] 1314 1334 Gross national product 1241 1296 126.2| 127.7| 129.3] 130.2| 131.4] 1334
Personal consumption expenditures...........o....., 125.9] 131.8] 128.1} 129.6| 131.6{ 132.3] 133.3] 136.2 Final sales. . . 1240] 1295} 126.1] 127.6| 1202] 130.1| 131.2) 1333
Durable goods 1129 151 114.1] 1147 na7| ns2| use n7n1 Change in Inventor
Nondurable goods 117.2] 123.8| 119.4] 121.0{ 1245] 1243| 1256 1204  Goods 115.1] 1199 117.3f 118.1| 120.0| 1203 12,2 1236
Services 1355( 1419| 138.1) 1398} 141.1] 142.6| 1443 1460 Final sales 10| 1197| 1171 118.0] 1198 120.1] 121.0] 1234
Gross private d Change in b inventori
Fixed i 11.3| 156] 112.7] 1141} 1152] 116.1] 117.1] 118.1 Durable goods 108.2| 1109] 109.1| 109.9] 1106] 111.2} 112,0| 1133
N 109.0{ 113.1] 110.5] 111.8] 112.6] 113.5] 114.5| 1157 Final sales 108.3| 1111} 109.2| 110.1] 110.8] 111.3] 112.1] 1134
S 1%.; 12,1} 109.1 ug.s 1116 112.7] 113.6| 1143 Change in inventori
Producers’ 110. .3 111.5] 112! . X . .
eroducers” durable eqip 1195 {;23 lé(l,‘f 12,78 };33 };‘;‘3’ };g(l, {;gg Nondurable goods 119.8 12591 122.8] 123.6 1263 126.4| 127.4| 130.6
Change in business inventori : ’ - Final sales 119.5| 1257 122.5| 123.4| 126.1] 126.2| 127.1] 1303
Change in business inventori
N‘;x”“"’"”fg“""s and ser ; ; Servi 1337 | 140.1| 136.0{ 138.0] 1394 140.7| 142.2] 1442
Tmpors 1063 1107 1073 1093| 1113 | 1098 1110 1155 Struetur 1137 1186 1152) 1168 1182| 1194 1201 1208
Government purchases of goods and services...| 125.1§ 130.9| 126.9| 129.4| 130.5{ 1314 132.5( 134.6
Federal 117.9] 1229 193] 122.3| 1227} 123.0} 123.5] 1259 __Fived-Wei : :
Natiomal defone 1179 1225| 1190 1920] 122.5| 1925] 1230] 1258 Table 7.3.—Fixed-Weighted Price Indexes for Relation of Gross National
Nondefe 118.0( 123.8| 1200| 123.0( 123.2] 124.2] 124.7] 1259 Product, Gross Domestic Purchases, and Final Sales to Domestic Purchasers,
State and local 130.4| 1369| 132.6] 134.7| 136.2] 137.6] 130.1| 1411 1982 We ights
Ig
Addenda:
[Index numbers, 1982=100]
Final sales 126.1] 127.6{ 1292 130.1] 131.2| 1333
Personal consumption expenditures, food.. 124.9] 126.6{ 129.0| 129.9| 131.4| 135.6 Iy adi
Personal consumption expenditures, energy 929( 940 1006| 982| 97.8{ 1019 Seasonally adjusted
Other p " p ) 133.3] 134.8| 136.1} 137.2| 138.8] 140.6 1088 | 1080 | 1988 1989 1990
Note—Percent- changes- from preceding period for selected items in this table are shown in table 8.1. v 1 I Jiid v r
Gross 1 product 1241 1296 1262 127.7| 129.3] 130.2| 131.4| 1334
Less: Exports of goods and services.. " 114.5) 113.3] 113.7] 114.6| 114.4] 114.6] 116.0
Plus: Imports of goods and services. . 1107} 107.3] 109.5] 111.1] 109.3| 111.0} 1135
Equals: Gross domestic purchases ! 1237 1294 125.7] 127.4| 129.1] 129.9| 131.2| 1333
Less: Change in busi i
Equals: Final sales to domestic purchasers2....} 123.5| 129.2{ 1256} 127.3| 128.9] 129.7| 131.0| 133.2

1. Purchases in the United States of goods and services wherever produced.
2. Final sales in the United States of goods and services wherever produced.

Nore.—Percent changes from preceding. period for selected items in this table are shown in table 8.1
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Table 7.4.—Implicit Price Deflators for Gross National Product
{Index numbers, 1982=100]

Seasonally adjusted

June 1990

Table 7.7.-~Implicit Price Deflators for the Relation of Gross National Product,
Net National Product, and National Income

{Index numbers, 1982=100}

1988 | 1989 | 1988 1989 1990 Seasonally adjusted
vl it lulm|wlr 1988 | 1989 | 1988 1989 1990
v 1 i ur v r
Gross 1 product 121.3| 126.3| 123.3] 124.5 125.9| 126.9| 127.9| 129.6
Personal consumption expenditures | 124.5( 1300} 126.5] 128.0{ 129.8] 130.4| 131.8| 134.2 Gross product 121.3] 126.3| 123.3] 124.5] 125.9| 126.9] 127.9| 129.6
Durable goods 1101} 111.3] 111.2] 111.2] 110.8] 111.4| 1117 1128 Less: Capital consumption allowances with
Nondurable goods. 116.3[ 122.6( 118.2} 120.0( 123.3[ 1229! 124.0{ 1279 capital p 106.9| 108.6) 107.4{ 108.0| 108.4{ 109.0) 109.1 109.2
Services , 1349} 1412 137.3] 130.0( 1404} 1418| 1434] 1453 Equals: Net 1 prod 1232 1288/ 125.5| 1268] 1283] 129.4] 1306| 1324
Gross private domestic investment Lcs?: Indirect businesfs tax and nor;tax liability
f plus busi transfer p ess subsid
Fixed investment | e o ] | o) 1078 Pl cument surplus of government enterprises. 123.3| 1317 | 124.5| 126.5 129.4] 135.3| 135.4] 1368
S 114.9] 1208} 117.3] 119.5] 120.6| 121.5} 121.7] 1229 Statistical di 119.3] 124.0] 121.3] 12231 123.6] 124.5] 125. |
Prod: * durable equip 9331 94.0{ 952 944! 9411 939 93.5) 943 . N 3 31 1255 1210
Residential 119.7] 124.5] 120.4| 122.1] 1242| 125.6] 126.2] 1265 Equals: N; I income 123.2| 12841 125.5} 126.8 128.1] 128.8} 130.1} 1319
Change in b inventori
Net exports of goods and servi
Exports 103.3] 106.2! 105.1| 106.3] 106.6] 106.0} 106.1| 1063 Table 7.8.—Implicit Price Deflators for Command-Basis Gross National
Imports 1027 1049 104.0| 105.6 1059/ 103.6] 104.4} 1058 Product
Government purchases of goods and services...| 12347 128.5] 1254| 127.1| 127.5] 129.0] 130.6] 1325 {Index numbers, 1982=100]
Federal 1159} 119.6] 118.2] 118.9] 118.2} 119.8] 121.5] 1234
National defense 114.0] 117.8] 114.9] 1174} 117.8] 118.3] 117.7] 121.2 Gross product 121.3| 126.3| 123.3] 124.5] 1259 126.9] 127.9] 1296
Nond: 123,67 125.3] 128,71 123.8] 119.2] 125.0) 134.2] 1302 A :
State and local 128.8] 1350 130.8{ 132.9{ 1344] 1356 1369 1388  Less: Net exports of goods and services
Exports 103.3] 106.2] 105.1] 106.3| 106.6} 106.0f 106.1| 106.3
Note.—Percent changes from preceding period for selected items in this table are shown in table 8.1. mports 10271 1049/ 1040] 1056| 1059] 103.6{ 104.4| 105.8
Equals: Gross ic purch 120.9| 125.8| 122.8{ 124.2 125.5| 126.2| 127.4| 1293
Table 7.5 —~Implicit Price Deflators for Gross National Product by Major Type ~ Plus: Command-basis net exports of goods and
of Product C d-basis exports 102.7{ 10491 104.0{ 105.6] 1059] 103.6) 104.4| 105.3
Imports 102.7] 1049( 104.0} 105.6| 1059 103.6| 104.4| 105.8
{Index numbers, 1982=100] .
Equals: C d-basis gross
Gross national product 121.3] 1263] 123.3] 124.5] 125.9] 126.9] 127.9] 1296 product 1212 126.1[ 123.1] 124.4] 125.8] 126.4] 127.6] 129.5
Final sales 121.4] 126.3| 123.4| 124.6( 1258] 126.9] 128.0{ 129.7 NoTE—Percent changes from preceding period for selected items in this table are shown in table 8.1
Change in b inventori
Goods 1090} 1128) 1LL| 1114/ 1128} 113.2| 1138/ 1151 Table 7.9.—Fixed-Weighted Price Indexes for Personal Consumption
Fmalgs:.l;ns. o 109.0f 112.7] 111.2| 1114} 1124 113.1] 113.8] 1155 Expenditures by Major Type of Product, 1982 Weights
Durable goods 97.7| 99.5| 98.7| 99.2 99.2| 99.9| 99.9| 100.1 [Index numbers, 1982=100}
Final sales 9741 993) 98.2) 987| 99.0f 99.8] 99.5] 1005
Change in b inv Personal consumption expenditures.......| 125.9| 131.8] 128.1| 129.6} 131.6| 132.3| 133.8] 136.2
Nondurable goods 1203 1259 123.6[ 1234 126.1| 126.8] 12751 1302 Durable goods 1129| 1151 | 114.1| 1147] 1147] 1152{ 1159| 117.1
Final 2165 oo 1204} 1260] 1238) 1236) 1257) 12638) 121.8) 1311 Motar vehicles and parts. 6| 1205] 119.5] 1205| 1206 120 1209 1219
& Furniture and | hold equip 103.8) 105.0| 104.7] 104.8| 104.1| 105.3| 105.8( 106.4
Servi 1334 139.6 | 135.5| 137.6{ 138.9] 140.3| 141.6 | 143.7 Other. 118.5( 123.5§ 121.1§ 121.7] 123.0| 124.2| 1252 1283
Structur 118.5| 123.7] 120.0| 121.9| 123.4| 124.6| 125.1| 125.7 Nondurable goods 1172} 123.8] 119.4] 1210} 124.5] 124.3| 125.6| 1294
) - . . . Food 122.2] 1292] 124.9] 126,61 129.0{ 129.9| 131.4] 1356
Note.—Percent changes from preceding period for selected items in this table are shown in table 8.1. Clothing and shoes 11581 11851 117.9( 1182] 11991 116.7] 119.11 1219
Gasoline and oil 79.1| 86.5| 79.11 79.9( 927 88.2{ 85.0| 89.5
. s vae Other nondurabl 127.5] 135.3] 129.8] 132.1] 134.4] 136.3] 138.6] 141.9
Table 7.6.—Implicit Price Deflators for Gross National Product by Sector Fuel oil and coal 768( 804| 739 776| 802| 80.5] 832] 957
Oth . A K X K . . 3
(Index numbers, 1982=100] €r. 134.5] 142.7] 137.4] 1394 141.6| 143.8] 146.0| 148.1
Servi 135.5] 141.9{ 138.1] 139.8[ 141.1| 142.6| 144.3| 146.0
Gross product 121.3] 12631 123,3| 124.5]| 1259] 126.9| 1279} 129.6 . 1364 142.7] 1389} 1402( 141.4) 14351 1456] 1470
Gross d % d 121.3] 126.31 1233} 124.5] 1259] 126.9| 127.9] 1296 Household op 11991 122.6 121.7| 1224 1224 122.2] 123.7} 125.1
s Electricity and gas......imesmimmssmsmonssnes J 11271 1158 11471 115.5] 1156} 114.9{ 117.3] 118.6
Busi 119.3| 124.0] 121.3] 122.3| 123.6] 124.5] 125.5] 1270 Other. 12741 12971 128.8| 129.51 1294} 129.7{ 130.3] 131.9
Nonf: 119,64 1243 121.6] 122.5] 123.8| 124.8] 1260 127.3 Transportation 126.6} 130.5| 128.5| 130.4| 130.5} 130.0| 130.9| 133.3
less housing. 117.8} 122.3] 119.9| 120.7| 122,0| 122.8| 123.8| 125.1 Medical care 144.5] 154.6| 148.5] 151.3| 153.5| 155.7] 157.7| 159.9
H 138.3] 145.7] 140.8| 142.0} 1433] 147.6 1500| 151.1 Other. 13791 144.1] 13991 1415| 143.4] 145.0] 146.3| 1479
Farm 104.6] 1103} 101.8] 113.0] 115.7] 109.5] 102.8] 113.6
Statistical discrep 119.3| 124.0[ 121.3] 1223] 123.6] 124.5] 125.5] 127.0
"Pﬂv'm;'. and inst }3;:8 }gg {(3,2;1‘ ig;:g }3;:: {ﬁ:ﬁ :3;:2 }33;3 Table 7.14.—Fixed-Weighted Price Indexes for Exports and Imports of Goods
N fit institutions. 139.1] 146.3| 141.3] 1432 144.7{ 147.3| 149.8| 1519 and Services, 1982 Weights
1345 141.5] 136.4 139.5| 1409 1421 143.4] 1463 -

Federal 1272] 1337] 1227] 133.1{ 1227) 1339] 1341 1387 {Index numbers, 1952=100]

State and 100l cuvurnverrrnrassacensssensanmssmsisensnsnse] 138,11 14541 140.7] 142.6] 144.4] 146.3] 148.1} 150.1 EXports of £0005 AN SETVICES o] T1L2] 1145] 113.3] 1137] 1146] 113.4] 1145] 1160
Rest of the world 1233| 1288) 12551 1263| 1283| 129.4) 13071 1324 Merchandi 104.1] 1062{ 1063 106.1{ 10681 105.7{ 105.4| 1062
Addendum: Durable goods 104.3] 106.6] 105.5) 105.8] 106.6] 1067 107.4( 108.0

Nondurabl 103.9] 1053] 108.0] 107.1] 106.7| 104.3]| 102.8| 103.

Gross domestic business product less housing...} 117.6 goods 3 7 06, 043 39
. Services 121.3] 126.5] 123.3( 124.8( 126.1) 127.1] 127.9] 130.0

. : . oo . Factor income 1242 129.8] 126.4] 127.7| 129.3| 130.4| 131.7} 1334

Note—Percent changes from preceding period for selected items in this table are shown in table 8.1 Othor 11631 1207{ 1179 11956] 1204] 1313} 1213| 1240
Imports of 200ds and Services .......mmecnnscssssned | 106.3] 110.7] 107.3| 109.5) 111.1| 109.8| 111.0| 1135

Merchandi 99.5) 103.3] 99.8] 102.5| 104.5} 102.1] 103.1| 105.6

Durable goods. 118.01 120.2] 120.5] 1210} 1199] 119.5] 120.1 } 120.8

Nondurable goods. 80.0| 853| 78.7] 835! 879| B84.3| 856| 900

Services 126.0| 132.1] 1293 130.3] 131.4| 132.4| 134.4| 1368

Factor income 123.3] 128.8| 125.5| 126.8| 128.4] 129.5] 130.7| 1324

Other. 128.1] 134.7) 132.2| 133.0[ 133.7] 134.7] 137.3| 140.1
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Table 7.15.—Fixed-Weighted Price Indexes for Merchandise Exports and

Imports by Type of Product and by End-Use Category, 1982 Weights

{Index numbers, 1982=100)

15

Table 7.16.—Fixed-Weighted Price Indexes for Government Purchases of
Goods and Services by Type, 1982 Weights

[Index numbers, 1982=100]

Seasonally adjusted Seasonally adjusted
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v |1 |n{m|wir wlit|un|lmjwl(e
Merch exports 104.1} 106.2 | 106.3| 106.1| 106.8 | 105.7] 105.4| 106.2 Government purchases of goods and
Foods, feeds, and beverag 99.6] 102.1] 108.3] 106.8| 1046 1003| 964| 974 services 125.1] 1309 1269} 1294 1305 131.4| 1525 134.6
o and i 104.1| 1040/ 1057 | 1044 1052 1035} 1029] 1037  Federal 117.9| 1229] 1193| 122.3| 122.7] 123.0 1235 1259
e gy o] el o o o o 1| O National defense 1179| 1225 1190] 1220} 1225| 1225 1230 1258
Capital g00ds, €XCEPE A0S oo 102.6| 105.1 | 103.4| 1037} 1047 105:2| 1062 | 107.4 D“m"“.","’“‘:M 1005 a3 o1 1122 11131 11| 1951 1143
Autos 115.6{ 1196 117.6) 118.6( 118.7( 1200 121.3| 121.2 goods g y - " - : -
P soods il el atl tiss| tissl 1teal 1163 1ire Services ! 1258| 1315 1269 130.5| 131.3| 131.8) 132.4] 136.1
Durable goods 1064| 1100| 1078] 110.1| 1107{ 109.8| 1096 1105 Compensation of employ 1272|1336 121.7) 133.1| 1335 1337 134.0) 1389
L gy 1ol 1208 ] 1173] 12031 11091 1212l I s( 1292 Military, 1267) 1330 1273] 132.6| 1328 1330} 133.4{ 1390
Ot 1010| torel 1033] 132! 1052] 10| 1oisl| lars Civilian 128.1] 1348 1283 134.1| 1349] 135.1| 135.1 | 1389
D oaa| ‘935! oael orzl ‘951l sosl '9nal 923 Other Services v B 1232 1275 125.5] 125.5] 127.1| 128.1 | 129.3] 1305
Durable £00ds...... et o] I od IR evd B CU Y Ibad IR cod Il S 1242 1337 1283 130.8| 1321 | 1342] 1375|1377
. . Nondef 1180| 1238 1200] 1230 1232| 1242 1247] 1259
Mer impor 9951 1033| 99.8( 102.5) 1045 102.1 | 103.1| 1056 Durable goods 1016|1053 103:3( 1046 | 1043] 1053| 1063 | 1072
Foods, feeds, and b 109.9| 105.1| 110.6{ 109.9| 108.9| 101.6| 100.6| 1052 Nondurable goods
Industrial supplies and mmcna]s, excluding Commodity Credit Corporation inventory
104.1| 108.2| 107.4| 110.1| 1093 107.3] 1060 107.1 change
Durable goods 104.1| 1072 107.4| 110.0| 1000| 1057 | 1040| 1025 Other bi 98.6| 1048] 99.8] 103.1] 102.0] 105.2] 106.8[ 105.1
ble goods 104.0{ 1092| 107.4| 110.1| 10956| 109.0] 108.1 11138 Services 1242 1301 | 124.9] 1289| 1299 130:6] 1309] 1337
Petroleum and prod 45.6) 545| 408| 49.4| s87] 535| sea4| 622 Comp of employ 12755] 1340} 127.7| 133.4| 134.1 | 1343| 13433] 13821
Capital go0dS, EXCEBE AUOS rorsmmrmsn 1153 1165| 1180 117.6| 1163 1165] 1162| 11838 ORHET SEIVCES ovovsmsscssmsmen] 1192| 1240 120.6) 1221 | 123.4| 12438| 1258 1268
Auitos 132.4| 1355 1352 135.5 1343 | 1347| 1375] 1373 s 1152| 1201 | 116.6| 1182 119.6] 120.8| 121.7| 1226
C X X . .. X 3 3
Dt Soods 1B 1258) 1204 1a| 12531 12561 12621 1280 State and local 130.4] 136.9] 132.6| 1347 | 1362 137.6{ 139.1| 1411
Nondurable goods 12871 132.5( 12991 131.1| 13231 132.5} 134.0] 135.2 Durable goods 1134| 117.4| 1150] 116.2] 117.0] 117.7| 118.8] 1192
Other 119.2| 121.4| 1217| 122.5| 1215{ 1207 | 12100{ 1224 Nondurable g00ds 97.3{ 1037] 98.4] 1018] 1042 10355| 105.3] 1075
P‘um!ale goods 119.2] 121.4] 121.7] 122.5] 121.5] 120.7| 121.0| 1224 Services 136.7| 144.0| 139.5| 141.5| 143.2] 144.9| 146.6| 148.8
goods 11921 1214] 121.7) 122.5( 121.5( 120.7| 121.0| 1224 Compensation of employ 137.8( 145.5] 140.8] 142.7 144.5| 146.4] 1482 150.2
Other services 131:6| 13755| 133.4| 135.8 137.0| 1379} 1301 12233
1196| 1237} 1213 1229| 1232 1238] 12455] 1254

Table 7.17.—Fixed-Weighted Price Indexes for National Defense Purchases of
Goods and Services, 1982 Weights

[Index numbers, 1982=100]

Seasonally adjusted
1988 1 1989 | 1988 1989 1990
v I u m v r

National defense purch 117.9} 122.51 119.0{ 122.0| 122.5| 122.5} 123.0| 1258

Durable goods. 1093 1103 110.1| 112.2] 118.5] 1111 110.5] 1113

Military 110.8] 112.6] 111.4| 113.8] 112.8] 112.2| 111.5§ 112.3

Aircraft. 106.9| 10691 106.6( 110.5] 106.6] 106.4( 104.2; 1059

Missil 117.7| 1166 118.11 11874 119.7| 114.4] 113.7| 112.7

Ships 12561 131.7] 127.3] 130.2( 131.6] 132.3| 132.6] 133.7

Vehicl 89.81 92.1| 9101 902 91.5| 93.1( 935| 930

El ip 108.1] 111.1] 109.2| 110.6] 111.0 1113 111.5] 111.6

Other. 11191 1164 113.9( 11527 1160} 116.6( 117.7| 118.3

Other durable goods 102.4| 105.6§ 103.9] 1050} 105.5} 105.8{ 106.2| 106.8

Nondurable goods 739} 75.5| 747 749| 76.7] 744] 759| 789

Petroleum prod 582 589| 58.7| 585| 609| 572 58.8; 632

A 9891 102.31 99.5| 101.1{ 102.1| 102.4| 103.4| 103.1

Other Jurable goods 115,51 119.0{ 117.8| 118.1] 118.5] 118.8| 120.5| 121.0

Servi 1258 131.5] 126.9] 130.5| 1313 | 131.8| 1324 136.1

Comp ion of employ 127.2] 133.6] 127.7| 133.1| 133.5| 133.7| 134.0 1389

Military. 12671 133.01 127.3| 132.6| 132.8| 133.0| 133.4] 1390

Civilian 12811 134.3| 128.3] 134.1| 134.9} 135.1| 135.1 | 138.9

Other scrvices 123.2| 127.5| 125.5) 125.5 127.1} 128.1} 129.3| 130.5

h and devel 120.3] 124.7] 122.1 122.2] 125.3| 1253} 125.8] 126.9

ilation support * 130.6] 1362 132.8| 132.8] 135.0| 137.6] 139.4| 140.8

Wenpons SUPPOIE 2 vrnaeurrimseseonsassarssssasssnensersssssess 117.6] 121.9] 1192 119.9] 12L.1] 122.8] 123.8( 124.3

P 1 support > 156.5| 158.1] 161.2{ 157.9] 155.6] 157.0| 161.8 1620

Transportation of materiel....emsmens] 946 97.51 990 99.8] 97.5] 965) 96.1( 96.5

Travel of persons 107.2| 111.8} 108.8| 1119} 111.5] 111.0} 1129 117.2
Other.

Structur 124.2| 133.7| 128.8 130.8| 132.1] 134.2| 137.5( 137.7

Military facilities 125.3] 135.6{ 132.3 132.5] 133.2] 135.8] 141.0( 141.1

her. 122.6} 130.7] 123.6] 128.4] 130.3| 131.7] 132.3| 132.6

1. Includes utilities, rental p and repair, and payments to contractors

to operate i mstallalions
2, T i and

I services for weapons systems.
3. Includes compensanon of foreign personnel, consulting, training, and education.

Table 7.18.—Current-Dollar Cost and Profit Per Unit of Constant-Dollar Gross
Domestic Product of Nonfinancial Corporate Business

[Dollars)
Seasonally adjusted
1988 | 1989 | 1988 1989 1990
- v 1 u m v I
Cur{rent-dollnr cost and prof' it per unit
gross :
product ! 1.129| L171| 1.148] 1156 1.168| L.176| 1.185| 1.198
Capital consnmpnon allowances with capital
consumption 23| 28] 124] .125] Jd26| .129| 131 .130
Net ic prod 1.006] 1.044] 1.024| 1.031] 1.042| 1.047| 1.035] 1.068
Indirect business tax and nontax lmbxhty plus
transfer p less 070 11| (1081 110 .11 (112 .113] 115
D ic income 899| 932 916f 921 .931| 935| 942| 954
C of empl 744 781 756} .768] .778| .783| .795| .807
Corporate rofits with mvemory valuation
and capital p J103| 091 .105] 0961 .093| .091( .085| .085
Profits tax liability .| 044| 040| .045| .045| 041} .038| .037| .038
Profits after tax with mvemory valuanon
and capital consumption adjustments.....] .059) 0511 .061] 0511 053] .053} .048| .047
Net interest £052| 060| .055] .057| 060| .061] 062) .062

1, Equals the deflator for gross domestic product of

shifted two places to the left,

with the decimal point



16 SURVEY OF CURRENT BUSINESS June 1990
Table 8.1.—Percent Change From Preceding Period in Selected Series
[Percent]
Seasonally adjusted at annual rates Seasonally adjusted at annual rates
1988 | 1989 | 1988 1989 1990 1988 | 1989 | 1988 1989 1990
v |1 | o |m|wv]|or V|10 |mm|IV|F
Gross national product: .
Current dollars 79| 72| 751 79| 71 62| 46| 71 Government purchases of goods and services:
1982 dotlars 44| 30| 271 37| 250 30| 11| 19 Current dollars 46 70| 239| 18] 69{ 22| 77| 96
Implicit price deflator. 33| 41| 47| 40| 46| 32] 32| 54 1982 dollars 4| 27| 167] -33| 54] 24! 26} 34
Chain price index 37 42| 41| 46| 49] 28] 35| 60 Implicit price deflator 41/ 41l 63 55| 13| 48] Sl1} 59
Fixed-weighted price index 42| 45| 43| 48| 50| 29] 38| 64 Cham price index .. 37] 45] 38) 80| 37] 29| 32| 69
ighted pri a6] 47| 35[ so| 33| 28| 33| 67
Personal consumptlon expendltures. Federal
Current dollars 74| 73] 7. A 7 f X . eral:
1982 dollars ! 34| 27 Zg ;.0 Zg Zg 43 ?2 Current dollars .. -1| 57| 495| -7.1y 72| -32] 24| 88
Implicit price deflator 39| 44| 46| 48| 57| 19 44| 75 1982 dollars -32| 25| 337| -94] 100} -84] -33| 23
Chain price index 41| 45| 48| 47| 58| 21| 44| 72 IC";‘P"C“ price geﬂm' ;; gg 1§~° (2)«; ‘g-i fg ﬁ gg‘
Fixed-weighted price index.. X . X X . : . . ain price index . . .1f 10, X R .
"; w;:g d‘:m index 431 47) 49] 481 63} 22) 44l 75 hied price index a1 a2} 21| 4] 12 12] 14 so
urable goods:
Current dollars . 81| 40| 138] -9| 40| 135)-13 : National defense:
1982 doliars . 62| 28| 99 - ? 55 1?2 _12.3 }ﬁi Current dollars .. 14{ 61] -24] 35| 89| -87| 106
Tmuplicit price deflator.. 19/ 11| 37| o | -14] 22| 11| 40 1982 dollars .. -191 44{-106] 22| 69| 66| ~19
Chain price index . 22| 18| 31| 21} -3] 14| 26| 36 Implicit price deflator 331 181 901 14| 17| =20} 124
Fi igh pnoe index 241 20| 32| 20! o 1.6 251 44 Chain price index . 38| 28] 96| 18] 14 8] 85
. Fixed-weighted price index.. 39 2.5 104 1.6 3 14] 96
Nondurable goods:
Current dollars. 54| 68} 47| 76| 87} 36| 39 93 Nondefense:
1982 dollars...... 16| 13 71 13] 23] 50 1] =34 Current dollars.... .0 214 3839] -19.2} 183|-32.5] 453| 35
Tmplicit price deflator.. 37| 54| 38| e2] 11.5| -1.3] 36] 132 1982 dollars .. 41 196 2313] ~57) 374]-439) 93| 164
Chain price index 40| 54| 45| 55| 115 -10] 451 127 Implicit price deflatos . 14] 459]-144|-14.1] 209| 329|-114
Fixed-weighted price 4.1 57| a5 551 120 -6 41 128 Chain price index . X 43 42{ 118 4.1 28 20 8.7
. Fixed-weighted pri 54 49 121 104 4 34 14| 42
Services: State and locat:
Current dollars 85 8.5 19 89| 79 87| 106| 69 ate and local:
1982 dollars * ... 38 37| 26| 36| 38] 43| s9 13 Current dOlars .. meceenmemssssssassesmessesnesseny 79| 78] 97{ 82| 68| 59| 1Li| 102
Implicit price deflator... 46| 47| 51| 50 41] 40| 46| 54 1982 dollars 321 29| 57| 151 221 22 68 43
Chain price index... 471 47| 541 50| 4] 42| 47| a9 g:pllcu price geﬂator :—; :-g ig g-g 2’2 g-g i-z g;
igh d 48 4.7 5. 4. . 4. 49 4. ain price index g g - g o ¢ S g
4 pri ndex o B B M $ Fixed-weighted price index 49| so| 4a| ea| 47| 39| 46| 53
Gross private domestic investment:
fgugm iiollars 72| 31| 92| 92| 28| 21| 45 -86 || Addenda:
dollars 6.2 7| -127 691 -1 27) 40| -65 Gross domestic .
hrhd purchases:
Unplict price deflator 1982 dollars 33| 24| 25| 18] 21| 3s| a| s
= ‘;‘g P“Peh“:de". " Chain price index.. 38| 43] 45| 52| s1] 24] 39] 65
1xed-weighted price Index Fixed-weighted price a2 46| 4s| 55| s54{ 25| 40| 63
Fixed investment: "
Final sales:
Current dollars 73 37| 43 44 3.1 22| 40| 115
1982 dollars 58 16l 30l 34| 24 11| —43 82 1982 dollars 43 3.1 4.7 3.1 31 2.7 1.1 44
Cham price mdex 370 42 41} 46] 49] 28] 35| 6t
Implicit price deflator... 15 21] 75 8 8| L1 O 30 d-weish pnce index 42| 45f 43| 48| 50 29| 36| 64
Chain price index 26| 33| 38] 41} 37| 30| 26] 27 b
Fixed-weighted pri 33| 39| 42| 501 39| 35] 32f{ 35 Final sales to domestic purchasers:
Nonresidential: 1982 dollars 32 25 4.5 12| 27 33 A I 30
Current dollats . o7l sol 21| eol 77| s7l -62| 120 Cham prlce' mdel;:n o — 32 22 32 gg g; gg ‘3‘3 gg
1982 dollars .. 84 33| -6.5 69 86 52 -S54 77
Implicit price def 1.2} 16| 92| -8| -8 A4 —8| 41 C d-basis gross 1 product:
Cha.ln price mdex 24| 29) 44| 32| 21] 23| 28] 36 1982 dollars 45| 31| 22] 35| 25] 40 a0 12
igh pnce index 34 38 4.7 4.7 30{ 31 3.6 43 Tmplicit price deflator. 33 4.0 50{ 43 46 1.9 39 6.1
Structures: Gross domestic product:
Current dollars. 49 33 14] 63} -62{ 111 S| 141 1982 dollars 44 3.0 2.5 38 29 28 4 20
1982 dollars . -1{ -1.8( =51{ ~1.0} -9.5 80| -3 9.6 Implicit price deflator. 33 4.1 4.7 40] 46) 32 32 54
Implicit price deflator. 50{ 51| 68| 771 37| 3.0 Tl 40 Business:
Chain price index .... 4.5 43 39 48 4.6 4.5 35 2.7 '
ixed-wei jce i 1982 dollars 46 30 25 39 28 2.8 1 20
Fixed-weighted price index 32| 47) 45| 53| 42| 39 31} 28 Tmplicit price QEfIAtOr.oomee - 31| 39| 43| 33| 23| 29| 33| a9
Producers’ durable equipment: Nonfarm:
Current dolars. 117 5.7 23| 60| 136 3.6] -8.7¢ 112 o
1982 doltars .. 115| 50 65| 96| 148 6] 63| 71 1982 dollars 52| 32| 46] 24| 281 361 4 14
Emplicit price deflator. 1 3l 103] 33| -13] =8| -1.71 135 Implicit price deflator... 28] 39} 58| 30| 43| 33| 39| 42
Chain price index ... 16{ 24| 46| 26 11 14f 25 39 Dis i "
Fixed-weighted prico index 22| 33| 48| 44| 22| 26} 35| 52 sposable personal income ss| 27| sol o] e6s| ss| 70| 102
Residential: 1982 dollars 44| 40| 43| 66| 8| 44| 24| 25
Current dollars.. 27 9| 9.2 J| 61| -5.0 9| 105
1982 dollars .. -4 =29| 63} =50|-~123| -9.2| -1 9.7
TImplicit price deflator. 30| 40) 271 58] 71| 46| 19{ 10
Chain price index 31 40f 27 591 73( 47 20 8
Fixed-weighted pri 31 40f 26| 58] 72 46] 20 1.0
Exports of goods and services:
Current dollars * 221| 43| 1750 19| 142] L5] 99| 138
1982 dollars 17.6| 111 155} 140 13.1 3.9 94| 128
Implicit price deflator. 38| 28 151 46| 11| =22 4 8
Cham price mdex s s Rss RS abRese w] 49| 25| 20} 15| 23| -9 81 43
ighted price index 53 29 24 16 25| -4 S1 49
Imports of goods and services:
Current doliars ! 10.7 83 189 571 107} -1.8 53 87
1982 dollars ! 6.8 61| 126] -4 93 74 22 3.0
Implicit price deflator. 37 2.1 52 6.3 L1l -84 3.1 55
Chain price index .. 53] 37| 50| 72| 44| 36| 36| 78
Fixed-weighted price index. 50| 41 4.2 86| 57| 44| 46| 93
1. Percent changes for 1986 and the first quarter of 1986 reflect discontinuities in the series. h}'Pl'Odllm of the

Nore—The fixed-weighted price index and the chain price index, both of which are weighted averages of
the detailed prices used in the deflation of GNP, are measures of pnce chau:ge In calculating changes in
these

these indexes, the composition of GNP is held

ges reflect only changes in
‘prices. The fixed-weighted price index measures price change over any period, using as weights the
composition of GNP in 1982. The chain price index measures price change between two consecutive periods,

using as weights the composition of GNP in the first period. The 1mj)hcn price dcﬂator isa
deflation of GNP. It is derived as the ratio of current- to GNP (

by 100). It it the

average of the detailed prices used in the deflation of GNP, but the prices are weighted by the composition
of GNP in each period. Consequently, the implicit price deflator reflects not only changes in prices but also
changes in the composition of GNP, and its use as a measure of price change should be avoided.
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ags . .
Reconciliation and Other Special Tables
Table 1.—Revisions in Selected Component Series of the NIPA’s, First Quarter of 1990
Seasonally adjusted at annual rates Percent change from
preceding quarter at annual
rates
Preliminary Final Difference
Preliminary Finat
Billions of cusrent dollars
GNP 54314 5,433.1 L7 790 71
Nati income 44347 4,438.3 3.6 86 9.0
Comp ion of employ 32853 3,285.5 2 76 7.6
Corporate profits with inventory val and capital p
dj 287.8 289.7 19 27 54
Other. 861.5 863.1 1.6 14.8 15.6
Personal income 4,638.0 4,638.8 3 94 94
Billions of constant (1982) dollars
GNP 4,188.0 4,1934 54 L3 L9
Less: Exports 617.9 625.1 7.2 17 128
Plus: Imports 658.2 658.7 .5 27 30
Equals: Gross d ic purchases 42284 4,2210 -14 J 5
Personal il pendi 2,709.6 2,7043 =53 24 1.6
N idential fixed i 518.8 5204 L6 64 7.7
Residential i 189.1 1886 -5 10.8 9.7
Change in busi i i =59 -3.6 2.3
G purct 8167 8173 6 3.1 34
Index numbers, 1982=100!
GNP price index (fixed weigh 133.5 1334 -1 6.7 6.4
GNP price index (chained weigt 6.3 6.0
GNP implicit price deflator 129.7 129.6 =1 57 54
Gross domestic purchases price index (fixed weigh 1334 1333 -1 7.1 6.8
1. Not at annual rates
Nore—For the first quarter of 1990, the following revised or additional major source data were incorp d: For p 4 i
expenditures, revised retail sales for March; for nonresidential fixed i revised ion put in place for March and revised
fe * ship of equif for March; for residential i revised ion put in place for March; for change in business
inventories, revised manufacturing and trade inventories for March; for ner exports of goods and services, revised merchandise exports and imports
for March, revised investment income receipts and payments for the quarter, and revised services exports and imports for the quarter; for
government purchases of goods and services, revised State and local govermment construction put in place for March; for net interest, financial
assets held by houscholds for the quarter and revised net interest from the rest of the world for the quarter; for corporate profits, revised domestic
book profits for the quarter and revised profits from the rest of the world for the quarter; and for GNP prices, revised residential housing prices for
the quarter.
Table 2.—Relation of Net Exports of Goods and Services in the National Income and Product Accounts
(NIPA’s) to Balance of Goods and Services in the Balan ce of Payments Accounts (BPA’s)
{Billions of dollars}
Seasonally adjusted at annual rates
Line | 1989 1989 1990
1 )i HI v 1
Exports of goods and services, BPA’s ! 1 6032, 587.3| 604.5] 6026| 6182 6350
Less: Gold, BPA’s 2 2.5 23 30 26 2.1 24
Capital gains net of losses in direct investment income receipts, BPA’s 2.....cuvvuened 3 1.9 7 .1 4.0 29 -4
Statistical differences ! 4 -5 35 8] -65] -39| *-48
Other items *. 5 1] 0 0 0 . .1
Plus: Adj for U.S. territories and Puerto Rico 6 184 17.8] 182 186] 190} 194
Services furnished without pay by ial intermediaries except life 7 73 71 12 74 15 76
insurance carriers and private noninsured pension plans.
Equals: Exports of goods and services, NIPA’s 8 6259 605.6| 626.1] 628.5| 643.5] 664.7
Tmports of goods and services, BPA’s ! 9 698.5| 6815| 707.1] 698.9| 7065! 7128
Less: Payments of income on U.S, Government liabilities. 10 360( 348 357| 362| 37.1] 376
Gold, BPA’s....... 11 36 32 37 34 4.3 1.8
Capital gains net of losses in direct i income p BPA’s 12 26 4 2.9 2.8 41 -2
Statistical differences ! 13 -1.6| -17 301 -19f -59| 5-65
Other items. 14 [ 0 ] 0 0 0
Plus: Gold, NIPA’s 15 =22 =22{ -24| -2.1| 21| =22
Adjustment for U.S. territories and Puerio Rico 16 100 100y 10.0| 00| 100] 102
Imputed interest paid to forei 17 7.3 7.1 7.2 74 7.5 7.6
Equals: Imports of goods and services, NIPA's 18 673.0| 659.6] 676.6| 673.6| 682.3| 696.6
Balance on goods and services, BPA’s (1-9)! 19 -95.3| -94.2{ -102.6] -96.2| -83.2] -77.8
Less: Gold (2-11+15), 20 o =330 =3t =31 -29| -42] -1.6
Capital gains net of losses in direct investment income, BPA’s (3—12)....... -6 3 28 12 -13 k]
istical diffe 4-13)? B 51p 22| -46 20| °17
Other items (5-14) 23 0 0 0 0 A q
Plus: Payments of income on U.S. Gov liabilities (10} 124 360 348 357 362 37.1 376
Adjustment for U.S. territories and Puerto Rico(6-16) 25 84 7.8 8.2 8.6 9.0 9.2
Equals: Net exports of goods and services, NIPA’s (3-18) 26 ~47.1| -540} -50.6 -45.1| -38.8| =320
1. The BPA estimates shown in this table for all time periods reflect this month’s revision of the BPA’s 3. Includes —$0.9 billion resulting from revisions in Census Bureau merchandise trade da,tafo;‘ March, which
(see “U.S. International Transactions, First Quarter 1990” in this issue of the SURVEY oF CURRENT BusiNEss). became available too late for incorp in the BPA’s, but in time for incorporation in the NIPA’s.

The only NIPA estimates that reflect these revisions are the estimates for the first quarter of 1990; these first-
quarter estimates incorporaie the change in the BPA’s estimates from the fourth quarter of 1989. The “statistical
differences” lines in this table reflect the differences in level between the BPA’s and the NIPA's; the BPA levels
back to the first quarter of 1987 will be incorporated in next month’s revision of the NIPA's, X

2. As explained in the technical notes in the article cited in footnote 1, capital gains and losses associated
with lation adj on receipts of income from direct i have been excluded from
exports of goods and services in the BPA’s. All capital gains and losses will continue to be excluded from the
NIPA's.

4. As explained in the technical notes in the article cited in footnote 1, transfers of goods and services under
U.S. military grant programs, net, have becn reclassified as exports in the BPA’s. In the NIPA’s, however, these
ions will inue (o be included in Federal G purct they will be included in “other items

in this table. N .
5. Includes $0.5 billion resulting from revisions in Census Bureau merchandise trade data for b:iarch, which
became available too late for incorporation in the BPA’s, but in time for incorporation in the NIPA’s,
6. See footnotes 3 and 5.




By CAROL S. CARSON and JEANETTE HONSA

The United Nations System of National Accounts:

An Introduction

The United Nations System of National Accounts (SNA) is not widely
known in the United States. However, interest is growing. Early this year,
a working group on improving economic statistics, chaired by the Chairman
of the Council of Economic Advisers and including the Commerce Depart-
ment’s Under Secretary for Economic Affairs, recommended that the United
States move to the SNA, and the BEA budget now before Congress requests
funds for such a move by the mid-1990’s.

The SNA provides a more comprehensive, integrated picture of the econ-
omy than the present U.S. economic accounts. In particular, it integrates
the recording of the economy’s stocks and flows, both financial and nonfi-
nancial. Thus it provides a better analytical base for policy. Most other
countries follow the SNA, adapting it to fit their economies and statisti-
cal systems; were the United States following the SNA, U.S. measures of
economic growth, inflation, the saving rate, and other key policy variables
would be more comparable with those from other countries. Because policy

is increasingly formulated in an international setting, comparability across
countries is becoming even more important. The SNA is currently being
revised to reflect advances in economic accounting in the last 20 years and
the emergence of new economic institutions and policy concerns, and thus
a move by the United States to the SNA over the next few years would be
opportune.

This article introduces the SNA. The first part of the article describes the
SNA as a system, comparing and conirasting it with the U.S. economic ac-
counts in very general terms. The second part presents estimates prepared
by BEA, based on a set of reconciling adjustments, that approximate some
of the major aggregates of the SNA. Although this part focuses on differ-
ences, the many similarities in coverage and presentation between BEA’s
national income and product accounts and the corresponding part of the
SNA are noteworthy. The third part describes the revision of the SNA that
is currently under way.

Part 1. The SNA as a System

THE origins of the System of National Accounts (SNA)
can be traced back to some of the same theoretical devel-
opments and economic conditions that helped shape the
U.S. accounts during the 1930’s and early 1940’s. The first
SNA was drafted by a group of experts from various coun-
tries (including the United States) under the auspices of
the United Nations and was adopted by the U.N. Statisti-
cal Commission in 1953. The 1953 SNA drew on work in
a number of countries and by the predecessor of the Or-
ganisation for Economic Co-operation and Development. A
central feature was that it placed national income and prod-
uct totals, which at one time had been the center of interest,
in an integrated system of economic transactions. This sys-
tem was similar to the five-account summary of the U.S.
national income and product accounts (NIPA’s). Like the
U.S. accounts, it defined the economy essentially in terms of
market transactions, and it presented consumption, invest-
ment, and saving measures in addition to the income and
product totals. A revision of the SNA in 1968 substantially
extended the U.N. system to include input-output accounts,
flow of funds accounts, and balance sheets.!

Note.—Carol S. Carson, who is participating in the revision of the SNA,
wrote the first and third parts of the article. Jeanette Honsa prepared the
SNA-basis estimates and wrote the second part of the article.

1. The publication following that revision, often referred to as the “Blue Book,”
can be taken as representing the present SNA; see United Nations, A System of
National Accounts, Studies in Methods, Series F, No. 2, Rev. 3 New York: United
Nations, 1968). A subsequent publication rounded out the guidelines on balance
sheets; see United Nations, Provisional International Guidelines on the National
and Sectoral Balance-Sheet and Reconciliation Accounts of the System of National
Accounts, Statistical Papers, Series M, No.. 60 (New York: United Nations, 1977).
A useful overview of the present SNA is in National Accounts Statistics: Main Ag-
gregates and Detail Tables, 1986; see the box “International Estimates of GNP and
GDP.”
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The SNA has had two main goals: To facilitate interna-
tional comparisons and to serve as a guide to countries as
they develop their own economic accounting systems. Most
countries with market economies use the SNA as a guide.
By doing so, they take advantage of the substantial body
of experience that the SNA represents and increase the
comparability of their estimates with those of other coun-
tries. The European Communities adopted a version of the
SNA to be followed by its member countries beginning in
1970. Canada, which—along with the United Kingdom—
cooperated with the United States in developing national
income and product accounts during World War II, follows
the broad outline of the SNA. Japan and Australia moved to
the SNA after the 1968 revision. Until recently, countries
with centrally planned economies followed the System of
Balances of the National Economy, also called the material
product system, or MPS. (This system was developed by an
economic organization of which these countries are mem-
bers to accord with the theory on which their economies are
based, and it is used by the United Nations to report in-
formation from them.) Consistent with their transition to
market-oriented economies, the Soviet Union and a num-
ber of the others either are preparing accounts on both an
SNA basis and on an MPS basis or are moving to the SNA.

The SNA aims to record all the stocks and flows that are
defined as part of the economy. Like other sets of economic
accounts, it does so by grouping transactors and transac-
tions in a way that is meaningful for economic analysis,
forecasting, and policy.2

For transactors, the SNA groups households, govern-
ments, and business enterprises (financial and nonfinan-
cial) into sectors (table 1). However, some transactors

2. For a discussion of the principles of economic accounting with particular refer-
ence to the United States, see “An Introduction to National Economic Actounting”
in the March 1985 Survey oF CURRENT Business, This article, by Allan H. Young and
Helen Stone Tice, is reprinted as Methodology Paper Series MP-1 (Washington, DC:
U.S. Government Printing Office, 1985). '
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are not easily grouped because they have characteristics
of more than one of these sectors. The SNA deals with
these transactors either by treating them as a separate sec-
tor or by combining them with one or more of the other
sectors. Private nonprofit institutions serving households
are grouped into a separate sector. Some unincorporated
enterprises are in the business enterprise sector, and the
others are in the household sector. Foreigners, to the ex-
tent that they have transactions with residents, are treated
like a sector, called the rest of the world. In addition, the
SNA groups producing establishments into industries (or
the equivalent).

The SNA groups transactions according to the major
categories of economic activity—production, income and
outlay, capital accumulation, and capital finance. The
transactions——often referred to as “flows™—are supple-
mented by revaluations for price change; together the
flows and revaluations “explain” the differences between
the opening and closing balance sheets, which record the
stocks of assets and liabilities at a point in time (table 2).

Each group of flows and the stocks are arranged in a
two-sided account in which the totals balance either by
definition or by inclusion of a balancing item. When the
transaction (and associated stock) accounts are set up for
each transactor group, the result is a set of macroeconomic
accounts for the Nation and for the several sectors (and
industries). The SNA aggregates—such as gross product,
saving, and national wealth—are usually a total for an
account or a balancing item. Although the derivation of
aggregates is not the main purpose of the SNA, the ag-

Table 1.—SNA Grouping of Transactors into Sectors

1. Nonfinancial enterprises, corporate and quasi-corporate

A, Private
1. Corporations
2. Unincorporated units owned by nonresidents
3. Large partnerships and sole proprietorships with complete accounts
4. Nonprofit institutions mainly serving business

B. Public
1. Public corporations
2. Large unincorporated units that sell mostly to the public

I1. Financial institutions
A. Central bank
B. Other monetary institutions
C. Insurance companies and funded pension funds that are not part of public
social security schemes and that engage in capital market transactions
D. Other financial institutions

III. General government—all public agencies not elsewhere classified (bodies
carrying out the usual functions of government and providing services free or at
less than cost; nonprofit institutions controlled by or financed (at least mainly)
by public authorities or serving government; social security arrangements for
large sections of community; unincorporated public units that produce mainly for
government or sell to the public on a small scale; lending and saving bodies that
are financially integrated with government or lack authority for independent
market activity)

A. Central government
B. State and local government
C. Social security funds

IV. Private nonprofit institutions serving households—institutions not financed (at
least mainly) or controlled by government, employing the equivalent of two or
more persons, and furnishing services free or at less than cost

V. Households—resident households plus unincorporated enterprises not in I and
private nonprofit institutions not in IV

VI Rest of the world *

1. Treated as a sector.
SNA  System of National Accounts
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gregates are useful summary indicators for analysis and
comparisons over time and space.

The accounts for the Nation and sectors are supple-
mented in several ways. A set of tables provides for record-
ing additional information—either detail not easily shown
in account form or information related, but not integral,
to the accounts. Standard classifications are indicated for
industries, the functions of government, household expendi-
ture on goods and services, capital formation, etc. Finally,
guidelines are provided for constant-price measures.

Thus, the SNA provides a comprehensive framework: It
includes measures of production, income, saving and in-
vestment, and wealth; it encompasses both domestic and
foreign activities; it links financial and nonfinancial trans-
actions; and it provides for both current and constant-price
measures. Further, the SNA is an integrated system—that
is, the several subsets of accounts use consistent definitions,
classifications, and accounting conventions (valuation, time
of re;:ording, extent of consolidation, extent of netting,
etc.).

The SNA includes accounts that are separate systems in
the United States. The NIPA’s, prepared by BEA, cover
the transactions that are grouped in the SNA as produc-
tion, income and outlay, and capital accumulation. The
input-output accounts, also prepared by BEA, cover the pro-
duction accounts by industry. The flow of funds accounts,
prepared by the Federal Reserve Board, cover the finan-
cial transactions. Finally, the Federal Reserve Board also
prepares revaluation accounts and balance sheets, but they
only cover the private domestic sectors. (The SNA does not
include balance of payments accounts, but the SNA’s rest-
of-the-world transactions and the International Monetary
Fund’s balance of payments guidelines have moved closer
together.)

Compared with the U.S. economic accounts, the SNA is
more comprehensive in coverage. The U.S. accounts do not
include a complete set of either revaluation accounts or of
balance sheets. In addition, the SNA is more fully inte-
grated. For the U.S. accounts, the NIPA’s and input-output
accounts are integrated conceptually and statistically. The
NIPA’s and BEA’s balance of payments accounts differ con-
ceptually and statistically, but they are reconciled by a few
regularly published items. The NIPA’s and the flow of funds
accounts also differ conceptually and statistically; they are
not fully reconcilable.

The SNA’s definitions, classifications, accounting struc-
ture, and accounting conventions differ to some extent
from those used in the U.S. accounts. With regard to the
sector definitions, the SNA includes some unincorporated
enterprises in the household sector and treats nonprofit
institutions serving households as a separate sector; the
U.S. accounts include all unincorporated enterprises in the
business sector and include the nonprofits in the household
sector. With regard to accounting structure and conven-
tions, the SNA details the sector accounts more fully. The
SNA presents a set of production, income and outlay, and
capital accumulation accounts for each sector; the usual
NIPA presentation of these accounts is more consolidated,
although the separate sector accounts can be derived. The
NIPA’s five-account summary presents, for example, a pro-

3. In fact, the integration is not yet complete, partly because-several unforeseen
problems were encountered in developing guidelines for balance sheets in the decade
following the publication of the guidelines for the flows.
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Table 2.—SNA Grouping of Stocks and Flows into Accounts

Account Key aggregates

Coverage

Balance sheet, opening..........ccocvseecsusenncnees National wealth, net worth.......c...... renensene

Production GDP, value added

Income and outlay

Capital accumulation

National disposable income, saving ..........

Capital formation

Capital finance Net lending
Revaluation Holding gain or 108S.......cccveeucuvvucrnsencsesennne
Balance sheet, closing................ resssrenseseneren National wealth, net Worth.........coeevuncserenes

Accounts for the Nation and the sectors show assets (financial, tangible, and
nonfinancial intangible), liabilities, and net worth.

A consolidated account for the Nation shows GDP as the total of the income and
expenditure components. Accounts for the sectors and industries show output
(sales, etc.), intermediate consumption, and value added (compensation of
employees, operating surplus, efc.).

A consolidated account for the Nation shows disposable income as the total.
Accounts for the sectors show the forms in which income is received
(compensation of employees, operating surplus, property and entrepreneurial
income, and current transfers), disbursements (final consumption expenditures,
property income, current transfers, efc.), and saving.

A consolidated account for the Nation shows saving, capital transfers to foreigners,
and capital formation. Accounts for the sectors show finance of accumulation
(saving and capital transfers) and accumulation (capital formation, purchases of
land, purchases of nonfinancial intangible assets, capital transfers, and net
lending).

Accounts for the Nation and the sectors show acquisition of financial assets
(deposits, securities, loans, etc.), incurrence of liabilities (deposits, securities,
loans, etc.), and net lending,

Accounts for the Nation and the sectors show changes in the value of assets and
liabilities as a result of price changes (and some reconciliation items, such as for
unforeseen events and for new finds less depletion of natural resources).

Accounts for the Nation and the sectors show assets (financial, tangible, and
nonfinancial intangible), liabilities, and net worth,

NotE.—This presentation is a stylized summary based on the SNA standard accounts and supporting tables.

GDP Gross domestic product
SNA System of National Accounts

duction account that is consolidated for all sectors combined
with the income and outlay account for the business sector.

These differences and others that will be discussed in
part 2 exist for several reasons. Some arise because the
U.S. system has been constructed to fit the U.S. econ-
omy and to use the data that are, or could reasonably be,
available, whereas the SNA is meant to be a universal sys-
tem without compromises to fit specific national situations.
Some of these differences exist even for countries that fol-
low the SNA. Some other differences are with respect to
economic accounting issues that are generally agreed to
have no “correct” answer (and where concern for interna-
tional comparability of economic measures might tip the
balance toward the SNA answer).

Part 2.
BEA'’s Estimates of SNA Aggregates

This part of the article focuses on the subset of SNA
accounts that corresponds to the NIPA’s. In doing so, it
moves the comparison and contrast of the SNA and the
U.S. accounts from the general to the specific. This part
serves two purposes. Pragmatically, it explains how the es-
timates of major U.S. aggregates on an SNA basis published
by the international organizations are reconciled with the
NIPA estimates published by BEA. (See the accompanying
box for references to publications that present U.S. esti-
mates on an SNA basis.) More generally, in explaining the
reconciliations, it introduces several economic accounting
issues, some of which are mentioned again in discussing
the revision of the SNA.

The SNA-basis estimates described in this part are pre-
pared by BEA in response to a questionnaire used by
the United Nations and the Organisation for Economic
Co-operation and Development.* The annual estimates pre-
pared for this purpose are conversions of the published
NIPA estimates to the SNA basis by a series of reconciling
adjustments based on underlying detail and related data.’

The adjustments are not able to deal with all differences.
In particular, adjustments cannot be made when the infor-
mation needed to quantify a definitional or classificational
difference is not currently available. For example, infor-
mation is not available to adjust inventories to exclude the
kinds of livestock—breeding stock, dairy cattle, animals
raised for wool, etc.—that are treated in the SNA as fixed
capital formation. In addition, some of the adjustments
only roughly approximate the SNA definition or classifica-
tion. Further, the adjustments do not deal with some other
differences, such as those related to valuation. For exam-
ple, the SNA records merchandise exports on a “free on
board,” or f.0.b., basis and imports on a “cost, insurance,

4. The questionnaire for 1988, the most recent year for which it is available,
consisted of 66 tables. The United States, like most countries, supplied considerably
less than the full set. The United States submitted 49 tables; 41 were derived
from the NIPA’s, and 8 were derived from the Federal Reserve Board’s flow of funds
accounts.

5. A standard package of computer listings showing the conversion of annual NTPA
estimates into 10 of the major SNA tables is available from BEA. The cost is $25.
New listings are usually available in December, covering the same 4 years as the
NIPA estimates published the preceding July. Orders, accompanied by a check or
money order payable to Economic and Statistical Analysis/BEA, should be addressed
to the National Income and Wealth Division, BE-54, Bureau of Economic Analysis,
U.S. Department of Commerce, Washington, DC 20230. Custom computer listings,
detailing other years (1960-88) or other SNA tables, are available at cost; for more
information, write the same address or call (202) 523-0669.
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and freight,” or c.i.f., basis (with additional f.0.b. informa-
tion); because of data limitations, BEA records exports and
imports on a “free alongside ship,” or f.a.s., basis.

Tables 3 and 4 show how the adjustments affect expendi-
tures on gross domestic product (GDP) and charges against
GDP, respectively. For 1988, the latest year for which there
is a reconciliation, SNA-basis GDP is about three-fourths
of 1 percent less than NIPA-basis GDP; prior to 1986, the
two GDP measures differed by less. These tables also show
some of the differences in magnitudes of the major compo-
nents and introduce some of the differences in terminology
between the two systems.

The discussion that follows will deal with (1) the principal
measure of production in each system; (2) three differences
between the NIPA’s and the SNA that cause differences in
total GDP; (3) some differences that cause NIPA compo-
nents to differ from their SNA counterparts but that do not
affect total GDP; (4) differences in types of income and in
saving; and (5) differences in presentation.

Principal measure of production

Gross national product (GNP) is the principal measure of
aggregate production in the NIPA’s; GDP is the principal
measure in the SNA. The NIPA’s focus on GNP, but they
show GDP as a subtotal in a table that presents product
by sector. The SNA includes only GDP, but the U.N. pub-
lications show GNP in a reconciliation of commonly used
aggregates.

Gross national product is the market value of goods and
services produced by labor and property supplied by resi-
dents of a country, regardless of whether or not that labor
and property is located within the geographical confines of
the country. Gross domestic product is the market value of
goods and services produced by labor and property located
within the geographical confines of the country, regardless
of the residence of that labor and property. The difference
between the two measures is net factor income received
from abroad, which is included in GNP but not in GDP
(table 5). Net factor income received from abroad is the
difference between factor income earned abroad by U.S. res-
idents, on the one hand, and factor income earned in the
United States by foreign residents, on the other; it can,

Table 3.—Expenditures on GDP, NIPA and SNA, 1988

Billions of dollars]
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therefore, be either positive or negative.® GDP is usually
thought to be preferable for analyzing production and em-
ployment, for example, because these variables may need
to be related to a geographic area. GNP may be preferable
for analyzing the sources and disposition of income, because
receipts from and payments to the rest of the world may be
relevant parts of the total picture.

For the United States, annual growth rates of GNP and
GDP differ by less than one-half percentage point because
net factor income received from abroad is small compared
with the rest of the economy. For other countries, however,
the two measures can be quite different. For countries that
have had much more investment from abroad than they
have invested abroad, GDP can be significantly higher than
GNP. For countries that have a sizable number of residents
who work abroad, GNP can be noticeably higher than GDP.

Differences that affect GDP

Government nonmilitary structures and equipment, im-
puted charges for certain financial services, and Federal
Government pensions affect GDP differently in the NIPA’s
than in the SNA. As illustrated in table 5, the treatment of
the first and third of these items has tended to make GDP
higher in the SNA than in the NIPA’s in recent years, but
this tendency has been more than offset by the treatment
of the second item.,

Government nonmilitary structures and equipment.—The
NIPA’s do not distinguish between government purchases
on current account (that is, “consumption”) and government
purchases on capital account (that is, “investment”); all
government purchases are treated as current-account pur-
chases. The SNA does make this distinction. Purchases of
nonmilitary structures and equipment are assigned to the

6. Net factor income from abroad on the SNA basis differs from that on the NIPA
basis: (1) SNA-basis factor incomes do not include reinvested earnings of direct
investors and (2) SNA-basis factor incomes do not include imputed interest (see the
section on the imputation for financial services).

Table 4.—Charges Against GDP, NIPA and SNA, 1988

Billions of dollars)

NIPA SNA
Comp ion of employees ! 2907.7 || 29224 Compensation of employees *
Busi transfer pay 29.0 944.7 Operanng surplus ! 2
Corp proﬁts with IVA and CCAdjt... 2850 440.2 and q

NIPA SNA

32351
750.3

Personal 3,202.0 Private final consumption expenditure

Gross private domestic investment. ... 839.0 Gross capital formation

Propnetoxs income with IVA and CCAdj
Rental income of pcrsons with CCAdj

504.5 anme unmcorporated enterpnscs

Change in b inventories 30.6 15.8 Increase in stocks
Fixed i 719.6 8232 Gross fixed capital formation
Government purchases of goods and 968.9 8837 G final pti pendi
services.
Net exports of goods and SErvices ' -107.0
Exports ! 4309 424.0 Exports of goods and services !
Imports ! 5319 5379 Less: Imports of goods and services !
GDP. 4,847.3 1| 48108 GDP

) 1 In GDP, exports and 1mpons exclude factor income.

NoTE—SNA GDP_and exports of goods and services are $7.0 billion lower than submited to the
international organizations. The difference is a correction to the treatment of imputed exports of services of
financial institutions.

GDP  Gross domestic product

NIPA National income and product accounts

SNA  System of National Accounts

Net interest ! ........... 403.2
Indirect business tax and nontax liability ..... 393.5 363.9 Indirect taxes, net
3935  Indirect taxes
29.6  Less: Subsidies

Less: Subsidies less current surplus of 18.5

government enterprises.
Capital ption all with 513.6 589.4 Consumption of fixed capital

CCAdj.
Statisticat discrepancy 9.6 =9.6 Statistical discrepancy
Charges against GDP ...ce.uuccnsnssmrssssssessnns 4,847.3 [ 4,810.8 Charges against GDP

1. In GDP, factor incomes exclude net payments o rest of the world.

2. In the SNA, the operating surplus includes the IVA and CCAdj.

Nma—SNA GDP and operaung surplus of corporate and quasn—corporate enterprises are $7.0 billion lower
than d to the i The difference is the result of a correction to the treatment
of imputed exports of services of financial institutions.

CCAdj Capital consumption adjustment

GDP  Gross domestic product

IVA Inventory valuation adjustment

NIPA National income and product accounts

SNA  System of National Accounts
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Table S.—Reconciliation of NIPA GNP to SNA GDP, 1988
[Billions of dollars]

GNP, NIPA 4,880.6

Less: Net factor income from the rest of the world 333

Equals: GDP, NIPA 4,847.3

Plys: Services of nonmilitary g and equi pital pti

allowances with CCAdj 51.5
Less: Imputed financial service charges 104.0
Plus: Federal G pensi 100
Equals: GDP, SNA 4,810.8

CCAdj Capital consumption adjusiment
GDP  Gross domestic product

GNP Gross national product

NIPA National income and product accounts
SNA  System of National Accounts

capital account (and included in gross capital formation).
The rationale is that these items yield useful services for
much longer than a single accounting period, and their pur-
chase cannot, therefore, be regarded as a current cost of
that accounting period alone. Other nonmilitary purchases,
along with virtually all military purchases, are assigned
to the current account (and included in government final
consumption expenditure).

Treating government structures and equipment as in-
vestment requires that the current account include the
value of the services that the capital assets provide. The
value of these services covers depreciation (that is, the con-
sumption, or using up, of fixed capital) and a net return on
the capital assets. The NIPA treatment can be traced to
the difficulty of estimating these services. In the business
sector, the value of services rendered by capital is reflected
in property incomes, including profit; profit is measured by
subtracting the costs of production from the market value
of output. Because government output is not normally sold
on the market, this calculation cannot be made; the value
of services provided by government capital must be im-
puted. Although BEA does not make this imputation for
the NIPA’s, it does estimate the depreciation on government
assets; the depreciation estimates are part of its capital
stock estimates, which include government structures and
equipment.

In the SNA, only capital consumption is included as a
measure of the value of the services of government assets.
Further, the SNA does not provide for capital consumption
on all government assets. Because of the practical diffi-
culties of making the estimates, capital consumption is not
provided for in the case of government assets such as roads,
dams, breakwaters, or other forms of construction except
structures. This treatment is rationalized by suggesting
that outlays on repair and maintenance may be sufficient
to maintain the assets in their original condition.

Thus, both the NIPA and SNA treatments are reflections
of the practical difficulties of imputing the value of the ser-
vices of government capital. Several approaches to such
an imputation are available. One approach is to impute a
value to the services of government assets on the basis of
the market value of the services of similar private assets.
The value of the services of government-owned office build-
ings, for example, might be imputed on the basis of rents
actually earned by privately owned office buildings. (This
procedure is used for the value of services of owner-occupied
residential buildings.) For many government assets, how-
ever, close market analogies are not available. Another
approach is a cost-based approach, in which the value of
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the services is estimated as the sum of depreciation and
an imputed value that is calculated by applying a rate of
return—often a rate on an alternative investment—to the
net stock of government assets. Several groups of U.S.
researchers have applied variants of this approach, using
BEA’s depreciation and stock estimates. One of the prob-
lems encountered is in determining the appropriate rate of
return to apply to the stock. This difficulty is suggested by
the wide range found by a study that calculated four esti-
mates using alternative assumptions about the rate. For
1979, the estimated value of the services of government
capital in the United States ranged from $90.1 billion to
$163.4 billion, and for the 1969-79 decade, the average an-
nual changes in the four estimates ranged from 8.2 percent
10 11.4 percent.”

Imputation for financial services.—Measuring the prod-
uct of banking has been a continuing source of bedevilment
to economic accountants. It is probably fair to say that
no single solution to the problem enjoys much enthusias-
tic support. (Other depository institutions present similar
problems. Historically the issue has been discussed under
the rubric of the “banking” imputation, and terminology for
that discussion is followed here for brevity.) Banks make
explicit charges for some of the services that they render,
but these charges are by no means the bulk of their income.
The bulk of their income is from interest, dividends, and
other property income. Because they pay much less inter-
est than they receive, the application of standard economic
accounting rules to banks leads to small ot negative value
added by the industry.

The view that has been taken in economic accounting is
that banks make implicit charges for other services by pay-
ing out to depositors less interest than they earn in the
form of interest, dividends, and other property income on
deposited funds. The SNA and the NIPA’s impute an es-
timate of this implicit charge and include it in the gross
product of banking. The SNA and the NIPA’s also impute
an income payment and include it in net interest paid by
banking. In principle, the imputations are equal to the
difference between interest, dividends, and other property
income received on depositors’ funds and interest paid on
depositors’ funds.

The precise nature of the services for which the value is
imputed is not clear, however. Some explanations refer to
the services of liquidity provided by the financial institu-
tion. Others stress checking and bookkeeping services or
safety. In the NIPA’s, these services are assumed to be
rendered to depositors; in the SNA, no explicit allocation is
made.

In the NIPA’s, the value of these services is allocated
to the accounts of persons, government, business, and the
rest of the world in proportion to the deposit balances of
each sector. For persons and for government, expenditures
are increased by the value of imputed bank service charges
paid, and incomes are increased by the (identical) value
of imputed interest received. The increased expenditures
by these two sectors lead directly to increased GDP. For
businesses that receive imputed interest, in contrast, the
imputation has no effect on GDP: Net interest of these busi-
nesses declines by the amount of imputed interest received,

7. Frank D. Martin, J. Steven Landefeld, and Janice Peskin, “The Value of Ser-
vices Provided by the Stock of Government-Owned Fixed Capital in the United
States, 1948-79,” The Review of Income and Wealth, Series 30 (September 1984):
346.
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but the decline is offset by the (identical) value of imputed
bank service charges paid. For the rest of the world, im-
puted bank service charges paid by the rest of the world are
considered to be payments for exports of U.S. services, and
higher exports lead directly to higher GDP. These higher
exports are not offset by higher imports because imputed
bank interest received by the rest of the world (represent-
ing payments for U.S. imports of capital) is a part of that
sector’s factor incomes, which are excluded from GDP.

The SNA does not allocate the imputation to specific sec-
tors. Instead, the SNA treats the entire imputation as
interest paid by banks to a dummy financial industry and as
imputed service charges received by banks from the dummy
industry. Value added by banks increases by the amount
of the imputation, and value added by the dummy industry
is negative in the same amount. As a result, GDP is not
affected by the imputation.

Both the NIPA and the SNA imputations are open to
criticism. Both are complex and difficult to explain and
both assign a value to a service that is not clearly defined.
In addition, the NIPA imputation may be criticized both
for assuming that services are rendered only to depositors
and for assuming that deposit balances (irrespective of the

International Estimates of GNP and GDP

A short, annotated list of publications presenting GNP and GDP
estimates for the United States and other countries follows. Sec-
ondary sources (such as the Statistical Abstract of the United States)
are not included.

International Monetary Fund. International Financial Statis-
tics Yearbook, 1989 (annual). Washington, DC: International
Monetary Fund, 1989. GNP/GDP in local currencies for over
100 countries on an SNA basis. Monthly update, International
Financial Statistics, presents current estimates.

Organisation for Economic Co-operation and Development
(OECD). National Accounts, Volume 1: Main Aggregates, 1960-
1988 and Volume 2: Detailed Tables, 1975-1987 (annual). Paris:
OECD, 1989. For OECD countries on an SNA basis, volume 1
contains GDP in local currencies and in U.S. dollars (using both
exchange rates and purchasing power parities) and volume 2 con-
tains GDP and other measures in local currencies. Quarterly update,
Quarterly National Accounts, presents current estimates, generally
on an SNA basis; U.S. estimates on a NIPA basis adjusted by the
OECD to put government purchases of structures and durables into
investment,

Statistical Office of the European Communities. National Ac-
counts ESA-Aggregates, 1970-1987 (annual). Luxembourg: Statis-
tical Office of the European Communities, 1989, GDP and various
measures for the 12 members of the European Community plus the
United States and Japan on the basis of the European System of In-
tegrated Economic Accounts (ESA). Comparisons of GDP using both
purchasing power parities and the European Currency Unit based
on exchange rates.

United Nations. National Accounts Statistics: Main Aggregates
and Detailed Tables, 1986 (annual). New York: United Nations,
1989. GDP and other measures in local currencies for 165 countries
or areas—the SNA basis for market economies and the System of
Balances of the National Economy (MPS) basis for centrally planned
economies. Includes summary descriptions of both the SNA and
MPS.

U.S. Central Intelligence Agency (CIA). Handbook of Economic
Statistics, 1989 (annual). Washington, DC: U.S. Government Print-
ing Office, 1989. World GNP, GNP/GDP, and per capita GNP/GDP
in U.S. dollars for 50 countries. U.S. estimates on NIPA basis as
published by BEA; other estimates by CIA using various sources.

World Bank. The World Bank Atlas, 1989 (annual). Washington,
DC: World Bank, 1989. GNP, iotal and per capita, in U.S. dollars
(using exchange rates) for 151 countries on an SNA basis.
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turnover rates) are an appropriate indicator for allocating
those services. The SNA imputation may be criticized for
adopting the artificial device of a dummy industry.

Federal Government pensions.—In the NIPA’s, the pen-
sion component of compensation of Federal Government
employees is measured by the Federal Government’s con-
tributions to pension funds. In the SNA, this component is
measured by the benefits paid by the pension fund.

To determine how to measure the pension component of
employee compensation, the SNA asks two questions. First,
is the pension plan funded—that is, does it maintain its as-
sets separate from the employer’s? Second, are the assets
of the pension fund invested only in securities other than
those of the employer? If the answer to either of these ques-
tions is “no”—and the answer to the second question is “no”
for Federal Government pension funds, which invest pri-
marily in U.S. Government securities—then the SNA does
not regard the fund as separate from the employer. To
portray the outlays actually made, the SNA measures the
pension component of compensation by benefits paid.

In recent years, as benefits paid have exceeded employer
contributions, the effect of Federal pensions has raised
SNA-basis GDP relative to NIPA-basis GDP.

Differences that do not affect GDP

Some aspects of government activity are treated dif-
ferently in the NIPA’s and the SNA without, however,
affecting GDP. Adjustments that affect components of GDP
without affecting the total are identified as shifts from gov-
ernment to other sectors in table 6. (Table 6 also includes
the other adjustments discussed so far.)

State and local government pension funds.—In the
NIPA’s, pension funds for State and local government
employees are classified with government, and their admin-
istrative expenses are counted as government purchases of
goods and services. In the SNA, however, these funds are
classified along with private funds in the enterprise sector,
and their administrative expenses are counted as private fi-
nal consumption instead of government final consumption.®
(The adjustment is labeled “Other” in the personal/private
consumption expenditure reconciliation.) Likewise, sav-
ing of these funds is classified as household, instead
of government, saving (see the section on differences in
saving).

Some services provided by government for payment.—
Goods and services provided by government to persons for
payment fall into three general classes. The first two are
treated similarly in the NIPA’s and the SNA, but the third
is treated differently.®

First, fees are charged for some services that are strictly
governmental in nature. Examples include fees charged
for passports and drivers licenses. Both the NIPA’s and
the SNA treat these transactions similarly; the fees do not
represent private consumption in either framework—they
are a form of nontax payment to government in the NIPA’s
and government fee in the SNA.

8. State and local government contributions to pension funds are counted as part
of government compensation in the SNA, just as in the NIPA’s,

9. For a discussion of the three classes in the NIPA’s, see U.S. Department of
Commerce, Bureau of Economic Analysis, Government Transactions, Methodology
Paper Series MP-5 (Washington, DC: U.S. Government Printing Office, 1988): 5.
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Second, government enterprises provide goods and ser-
vices that are very similar to those that are provided by
private firms, and they charge prices that are designed to
cover a substantial portion of the costs of providing the
good or service. Examples include State liquor stores and
the Tennessee Valley Authority. Purchases by households
(and businesses) from such enterprises are treated no dif-
ferently than purchases from private suppliers. Purchases
by households enter the NIPA’s and the SNA as private
consumption purchases from the business sector.

Third, governments provide some services that are sim-
ilar to services provided by nonprofit organizations. Ex-
amples include services of State universities, government
recreational facilities, and public hospitals. In the NIPA’s,
charges for these services are treated as nontax payments
and are not included in personal consumption expendi-
tures. Instead, these services enter GDP as government
purchases, valued at the cost to the government of pro-
viding the services. In the SNA, the charges paid are
considered private consumption expenditure; the portion of
the cost of providing these services that is not covered by
consumer payments remains in government consumption
expenditure.

U.S. military grant programs.—In the NIPA’s, goods and
services transferred by the U.S. Government to foreign
countries are counted as government purchases. In the
SNA, these transfers are counted as exports. One rationale
for the NIPA treatment is that these transfers are made
primarily to promote the security or other interests of the
United States and are made at the discretion of the U.S.
Government. (The adjustment is labeled “Other” in the
exports reconciliation in table 6.)

Table 6.—Reconciliation of NIPA GNP Components to SNA GDP Components,
1988

{Billions of dollars}

Governiment purchases of goods and serviees, NIPA 968.9
Plus: Services of g pital pital p 1l with CCAdj 515

Federal G pensi 100
Less: Imputed financial service charges 59
Less shifts to other components:

Government i 88.8

Payments to government for p 1 services 511

Other 1.0
Equals: Government final pti pendi SNA 883.7
Personal consumption expenditures, NIPA 3,235.1
Less: Imputed financial service charges 91.1
Plus shifts from other components:

Pay 1o g for p 1 services 571

Other 9
Equals: Privas final i di SNA 3,2020

P P

Gross private NIPA 7503
Plus shifts from other components: Government i 88.8
ion, SNA

Equals: Gross capital fa 839.0
Exports of goods and services, NIPA 541.7
Less: Factor income payments from the rest of the world 116.7

Imputed financial service charges 7.0
Plus shifts from other p Other. 1
Equals: Exports of goods and services, SNA 4240

Imports of goods and services, NIPA 6213
Less: Factor income payments to the rest of the world 834
Equals: lmports of goods and services, SNA 5379

NoTE—SNA exponts of goods and services are $7.0 billion lower than submitted to the international
organizations. The difference is the result of a correction to the treatment of imputed exports of services of
financial institutions.

CCAdj Capital consumption adjustment

GDP  Gross domestic product

GNP Gross national product

NIPA National income and product accounts

SNA  System of National Accounts
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Differences in types of income and in saving

Types of income.—The discussion of GNP and GDP so far
has dealt with the product (or expenditures) components;
summing these components is the approach to measuring
GNP or GDP most used in the United States. Alternatively,
gross product may be measured by summing value added
across industries. For this approach, both the SNA and the
NIPA’s show compensation of employees, the consumption
of fixed capital, and indirect taxes less subsidies as charges
against gross product. However, the two systems differ in
their presentation of the return to capital.

In the SNA, the production account’s remaining com-
ponent of value added, the operating surplus, is defined
as the return to providers of all forms of capital. The
disbursement of the operating surplus, along with other
sources of income, is shown in the income and outlay ac-
counts for the sectors and for the Nation. These accounts
show both receipts and payments of property income (inter-
est, dividends, and rent), of entrepreneurial income, and of
miscellaneous income and transfers.

In the NIPA’s, the production account for the Nation
is combined with the income and outlay account for the
business sector. As a result, instead of showing an aggre-
gate return to capital, this account distinguishes corporate
profits, proprietors’ income, net interest, rental income of
persons, operating surplus of government enterprises, and
business transfer payments. Moreover, both the dividend
component of corporate profits and interest are measured
net of receipts of similar income.

Saving.—In both the SNA and the NIPA’s, saving is
derived as the difference between current receipts and
outlays. Total saving, whether gross or net of capital con-
sumption, is larger in the SNA than in the NIPA’s, because,
as previously discussed, the SNA treats government ex-

Table 7.—Reconciliation of NIPA Net Saving to SNA Net Saving, Total and by
Sector, 1988

{Billions of dollars]

Total net saving, NIPA
Plus: G i 88.8

Less: Services of total g capital—g capital ption alk with

CCAdj 759
Equals: Total net saving, SNA 1417
Personal saving, NIPA 1447
Plus: Estate and gift taxes paid 1L5
Plus shifts from other sectors:

Shift of State and local govemnment retirement funds from government to personal sector ........... 68.1
Equals: Household saving, SNA 2243
Corporate saving (undistributed corporate profits with IVA and CCAdj), NIPA 80.3
Plus: Income of Federal G enterprise pensions from interest and employ 75
Plus shifts from other sectors:

Shift of net saving of government enterprises from government to business SECIOr Luuvinvsnismsens =120
Equals: Corporate and quasi-corporate enterprise saving, SNA 758
Government surplus or deficit (—), NIPA -96.1
Plus: G i 88.8
Less: Services of total government capital—government capital consumption allowances with 759

Estate and gift taxes ived 115

Income of Federal G enterprise p from interest and employee contributions ..... 7.5
Less shifts 1o other sectors:

Shift of State and Jocal government retirement funds from government to personal sector .. 68.1

Shift of net saving of government enterprises from gove 1o busi Sector. -12.0
Equals: General government saving, SNA ~158.4

1. Net saving of government enterprises is calculated as NIPA current surplus of government enterprises,
less government enterprise capital consumption allowances with capital consumption adjustment, plus
adjustment for Federal G pri i

CCAdj Capital consumption adjustment

IVA Inventory valuation adjustment

NIPA  National income and product accounts

SNA  System of National Accounts

P
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penditures on nonmilitary structures and equipment as
investment and includes the consumption of this capital in
the current account, where it is included in government
final consumption expenditure.

The allocation of saving among sectors also differs sub-
stantially between the SNA and the NIPA’s, Table 7 shows
a reconciliation of NIPA and SNA net saving by sector. The
largest sectoral difference is in the treatment of State and
local government pension funds; as mentioned earlier, in
the NIPA’s, the saving of these funds is included in govern-
ment saving, and in the SNA, it is included in household
saving. Because these funds are currently running a sub-
stantial surplus, the surplus in State and local government
social insurance funds (and thus government saving) is
lower, and personal saving is higher, in the SNA than in
the NIPA’s,

The table also shows two smaller differences. (1) In the
NIPA’s, estate and gift taxes are included in personal out-
lays and in government receipts and thus affect saving of
the two sectors. In the SNA, they are treated as capital
transfers and, therefore, do not affect saving. (2) In the
NIPA’s, government enterprises are given a mixed treat-
ment in which some types of transactions are recorded as
if they were part of the government sector and others as if
they were part of the business sector.'® In the SNA, public
enterprises are included in the enterprise sector.

Differences in presentation

The extent of netting.—The SNA does not net offset-
ting transactions to the same extent as the NIPA’s. For
example, the SNA income and outlay account of the en-
terprise sector shows the receipt of dividends on one side
of the account and the payment of dividends on the other.
In contrast, the NIPA measure of corporate dividends is
net dividends paid (that is, dividends paid less dividends
received). Thus, enterprise income and total outlays in
the SNA are larger than comparable NIPA measures (al-
though this difference in treatment does not change sectoral
saving).

Base year for constant-dollar estimates.—The base year
for calculation of constant-dollar estimates in the inter-
national organizations’ publications usually differs from
that in BEA’s publications. Currently, the U.N. publica-
tions show 1980 as the base year; the BEA publications
shows 1982 as the base year. When BEA converts NIPA
1982-dollar estimates to SNA 1980-dollar estimates, the
NIPA estimates are rebased at detailed expenditure lev-
els. The year used for the base period affects the levels
of constant-price GDP (and components) and the rates of
growth calculated from them. Levels of constant-price GDP
usually are higher with a later base period because inflation
reduces the purchasing power of the unit of account—the
dollar, for example—in which it is measured. The later
base period also tends to result in lower rates of growth, re-
flecting the inverse relationship between price and quantity
changes that generally prevails over long timespans.

10. For a discussion of the treatment of government enterprises in the NIPA’s, see
U.8. Department of Commerce, Bureau of Economic Analysis, Government Transac-
tions, Methodology Paper Series MP-5 (Washington, DC: U.S. Government Printing
Office, 1988). 6-8.
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Part 3. The Revision of the SNA

The revision of the SNA currently underway is based on
a worldwide review of progress in economic accounting over
the last 20 years and of the needs for domestic and cross-
country analysis and policy formulation. This part first
describes the revision process. Next, it describes some of
the recommendations for revision. It illustrates the defini-
tional and classificational revisions with those that relate
to the issues discussed in part 2, and it summarizes some
of the revisions to the accounting structure that highlight
the comprehensiveness of the SNA and its flexibility. Fi-
nally, this part discusses the unresolved issues relating to
the definition of investment and environmental accounting.

Goals and organizaiion of the revision

Early in the process, it was decided that the revision
would not make major conceptual changes or extensions.
Instead, the revision would update the SNA, clarify and
simplify its presentation, and harmonize the SNA with
other international guidelines. The goal of updating the
SNA was to reflect new economic institutions, statistical
developments, and new analytical applications. For ex-
ample, the SNA does not deal with the value added tax,
which is now widely used in Europe and which poses dif-
ficulties for economic accounting. The goal of clarifying
reflects a widely felt need for a publication describing the
system that is easier to understand, and simplifying has
come to be interpreted as the need for a series of handbooks
to explain how the system could be put into practice. The
harmonizing is to be with the guidelines for the System of
Balances of the National Economy, other international sta-
tistical systems (such as the Balance of Payments Manual
and A Manual on Government Finance Statistics prepared
by the International Monetary Fund), and international
classification systems (such as the International Standard
Industrial Classification of all Economic Activities and the
Classification of the Functions of Government).

The process has been planned and funded by the United
Nations, the Organisation for Economic Co-operation and
Development, the Statistical Office of the European Com-
munities, the International Monetary Fund, and the World
Bank. These organizations, operating through an Inter-
Secretariat Working Group, arranged a series of eight
topical “expert group” meetings beginning in 1986. These
meetings reviewed issues and made recommendations for
revision. The participants reflected the balancing of several
perspectives—producers of economic accounts and users,
economic accounting generalists and specialists, national
statistical offices and international organizations. Five
“core” experts participated in all meetings to provide con-
tinuity. Beginning in January 1989, the core experts were
supplemented by six other experts to become the “coordi-
nating group.” This group will make recommendations on
unresolved issues, review drafts, and otherwise see the re-
vision through to the end. U.N. consultants—a primary
author and several others doing selected parts—are prepar-
ing a draft of the revised SNA manual. The drafting is
largely based on the recommendations made in the expert
group meetings.

As of mid-1990, a provisional draft of the revised SNA
manual and a discussion paper prepared by the Inter-
Secretariat Working Group are being circulated to national
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Information About the SNA Revision

The SNA revision process has been extensively documented. Back-
ground papers were prepared for each of the expert group meetings,
a summary set of conclusions was agreed upon by each expert group,
and a full report of each meeting was prepared. For a copy of the
summary paper “System of National Accounts (SNA) Review Issues,”
prepared for the 1990 U.N. regional commission meetings, write Mr.
Jan van Tongeren, National Accounts and Special Projects Branch,
United Nations Statistical Office, United Nations, New York, NY
10017.

The Conference on Research in Income and Wealth, affiliated with
the National Bureau of Economic Research, is planning a workshop
on the SNA revision. This workshop, scheduled for November 1990,
will be a forum for comment.

statistical offices and will be discussed in meetings of the
U.N. regional commissions. A final draft of the revised
manual, reflecting comments on the provisional draft and
discussions in the coordination group, is to be submitted
to the U.N. Statistical Commission for approval in early
1993. (See the accompanying box for information about
documentation of the revision process and the status of the
recommendations.)

Recommendations for revision

The recommendations—which include several hundred
individual points—range from conceptual issues to specific
treatments. Despite the diversity, several themes have
emerged; they include improving the integration of flows
and stocks, adapting the accounts to portray economies
experiencing inflation, improving the measurement of the
household sector, and updating the treatment of financial
institutions and transactions.

Several of these recommendations are related to issues
discussed in part 2, and they will serve to illustrate the
kinds of definitional and classificational revisions being
considered.

e Reintroduce GNP as one of the family of aggregates.
However, because GNP is derived by adding net factor
income from the rest of the world to GDP, it would be
considered an income aggregate rather than a value
added aggregate (and it may be renamed gross national
income).

¢ Eliminate for government employee pension funds the
criterion of classification regarding the investment of
funds in the employer’s own securities. (If the pension
fund invested only in the employer’s securities, it was
classified in the sector of the employer.) Thus, govern-
ment employee pension funds that have been classified
in the government sector could be classified with other
pension funds in the enterprise sector.

e Broaden the definition of government capital forma-
tion to include expenditure on goods purchased for the
military when the expenditure would be capital forma-
tion if made by others. Continue to treat as current
expenditure only expenditure on goods used solely as
weapons and means of delivering weapons.

e Introduce the calculation of capital consumption
for government assets such as roads, dams, and
breakwaters.

e Retain the calculation of the imputed bank service
charge as property income received by financial in-

June 1990

termediaries less interest paid and, instead of using
the device of a dummy industry, allocate the service
charge—to be renamed the imputed service charge for
financial intermediation—among final consumption of
government and households, exports and imports, and
intermediate consumption of industry. The allocation
is to be based on the difference between (1) interest
flows actually paid on deposits and received on loans
and (2) corresponding interest flows calculated with
a central “reference” rate (such as an interbank loan
rate or a prime rate). This approach to allocation
recognizes that different uses are accorded differing
amounts of service, reflecting the spread between the
actual interest rate paid or received and the reference
rate.

o Introduce imputed rent on buildings owned and occu-
pied by government. (As yet, however, the recommen-
dation has not been supplemented with an approach to
implementing it.)

The recommendations for the accounting structure are
not independent of the recommendations for the definitions
and classifications; by and large, the accounting structure
can be viewed as implementing the specific definitional and
classificational recommendations. Overall, the account-
ing structure is seen as having four parts: (1) A central
framework, which consists of a hierarchial structure of clas-
sifications, sets of accounts, and sets of tables that together,
as a closed and articulated system, define the SNA; (2) al-
ternative matrix presentations, which are conversions of
the accounts in the central framework; (3) supplementary
analyses, including satellite accounts; and (4) links with
other systems of statistics.

The recommendations for two parts of the structure will
serve to illustrate important characteristics of the revised
system.

The sequence of accounts and the goods and services
accounts.—Within the central framework, the core of the
system is the “sequence of accounts” (table 8). This set
of accounts is pedagogical in intent, rather than for pub-
lication of estimates. It demonstrates the comprehensive,
integrated structure that is being recommended: All trans-
actions are recorded in it, and, in principle, the sequence
can be applied to all sectors (and subsectors) as well as to
the Nation.!! A shortened sequence, accounts I and I1.1.1,
is to be applied to industries.

The full sequence is an elaboration and refinement of the
set of accounts in the present SNA, (The production and the
income and outlay accounts shown in table 2 correspond to
accounts I and II in table 8; the capital accumulation, capi-
tal finance, and revaluation accounts in table 2 correspond
to accounts III.) The elaboration and refinement is partic-
ularly noteworthy for the “distribution and use of income
accounts” and the “other changes in assets accounts.”

The elaboration of the income accounts (accounts II) is
designed to improve the portrayal of the process of dis-
tributing and redistributing income by separating it into
steps. As the first step, the “primary distribution of in-
come accounts” show how value added, from the production

11. However, not all transactions are relevant for all sectors, and, similarly, not all
accounts are relevant for all sectors. For example, the use of income account, account
114 in table 8, is relevant for the sectors that engage in final consumption expen-
diture, but not for the enterprise sectors, which do not engage in final consumption
expenditure.
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Table 8.—Sequence of Accounts Proposed for the Revised SNA

Account

Balancing item Main aggregate

L. Production account Value added

Domestic product

I1. Distribution and use of income accounts:
1. Primary distribution of income accounts:
1. Generation of income account
2. Appropriation of primary income account...........eecesseeees |
1. Entrepreneurial income account..eeeseessssees
2. Appropriation of other primary income account
2. Secondary distribution of iNCOME aCCOUNL.....vvcecrsevssrecsserecnsensnd
3. Redistribution of income in kind account
4. Use of income account:
1. Use of disposable income account

Primary

Operating surplus/mixed income
i income

..| Entrepreneurial income

Primary income
Disposable income
Adjusted disposable income

National income
National disposable income

Saving
2. Use of adjusted disposable income acCount .....eeeessoreesesss Saving
III. Accumulation accounts:
1. Capital account
2. Financial account

3. Other changes in assets accounts:
1. Other changes in the volume of assets account.............e....

2. Revaluation account
1. Neutral revaluation

Net lending/net borrowing
Net lending/net borrowing

Changes in net worth from other changes in the
volume of assets.

Changes in net worth from changes in actual prices

Changes in net worth from changes in the general

National saving

price level.
1. Real holding gains/losses Changes in real net worth from changes in relative
prices.
1V. Balance sheets:
1. Balance sheet, opening Net worth National wealth
2. Change in balance sheet Changes in net worth Changes in national wealth
3. Balance sheet, closing Net worth National wealth

SNA System of National Accounts

account, is distributed to labor and capital as factors of
production and to government. Second, the “secondary dis-
tribution of income account” brings in cash income flows
not related to production; disposable income is the bal-
ancing item. Third, the “redistribution of income in kind
account” brings in social benefits in kind and the value of
services, such as education, provided by government and
nonprofit institutions to individual households; the balanc-
ing item is adjusted disposable income. For the use of
income, two subaccounts correspond to the two measures
of disposable income; they record corresponding measures
of consumption—that is, without and with the social ben-
efits in kind—so that they show the same measure of
saving as their balancing items. (The introduction of mea-
sures of income and consumption that include the value
of services provided by government and nonprofit institu-
tions to individual households is one of the major proposed
revisions.)

The elaboration of the “other changes in assets accounts”
(accounts IIL.3) is central to the better integration of flows
and stocks and to the analysis of inflation. These accounts
cover changes other than those from saving and voluntary
transfers of wealth; they cover (1) discovery or depletion of
subsoil assets, destruction by war, natural disasters, etc.,
and (2) changes in the general price level and in relative
prices. The latter is in the revaluation account, which
shows the changes in net worth from changes in the ac-
tual prices of assets and liabilities. These nominal holding
gains/losses are then separated into two parts. Changes in
net worth from changes in the general price level—neutral
revaluations—are obtained by applying an index of the
general price level to the opening value of all assets and
liahilities. Changes in net worth from changes in relative

prices—that is, real holding gains/losses—are obtained as
the difference between nominal holding gains/losses and
neutral revaluations.

The central framework also includes a “goods and ser-
vices account,” the key account in a set of accounts that
are called transactions accounts. This account records for
the Nation the total resources (output and imports) and
total uses (intermediate consumption, final consumption,
changes in stocks, gross fixed capital formation, and ex-
ports) of goods and services. It is balanced globally—that
is, there is a balance between all resources and all uses.
(In contrast, the other transactions accounts, which present
total resources and total uses for a particular kind of trans-
action, balance for each kind of transaction.) Thus, the
goods and services account summarizes the information in
the accounts for the sectors to yield a measure of national
expenditure.

Satellite accounts.—One of the general recommendations
is to emphasize “flexibility” in the application of the SNA,
thus recognizing the diversity of the world’s economies and
statistical systems. Satellite accounts are one of two ma-
jor kinds of supplementary analyses designed to implement
this emphasis. (The other is the flexible application of the
central framework—for example, by using the hierarchy of
the central classification to provide more or less detail or
by using a complementary classification.)

A satellite account’s basic element of flexibility is that
it can use definitions differing from those in the central
framework as long as they are consistent within the satel-
lite account. Satellite accounts can add information about
a particular aspect of the economy to that in the central
framework; in particular, they can seek to integrate mon-
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etary and physical data. They can arrange information
differently—for example, they can cut across sectors to
assemble information on both intermediate and final con-
sumption. They can use a classification other than the
primary one used in the central framework—for example,
they can identify expenditure on “research in education”
as part of expenditure on research even if it is included in
expenditure on education in the central framework.

The recommendation to include satellite accounts builds
on the experiences of several countries that have con-
structed satellite accounts, largely on an ad hoc basis, for
such fields as health, education, agriculture, research and
development, and the environment. The draft SNA man-
ual includes a chapter that provides a general framework
and demonstrates how that framework might be used for
somfcle1 lof the fields in which satellite accounts would be most
useful.

Outstanding issues

In several areas, final recommendations have not yet
been made. One of the areas deals with the extension
of the concept of investment, now essentially limited to
outlays on structure and equipment, to include outlays
on research and development (R&D), mineral exploration,
computer software, and intellectual property such as films
and sound recordings.

The discussion about treating R&D as investment is il-
lustrative. The arguments for the change referred to R&D’s
kinship with outlays on capital assets in that the purpose
of both is to generate income in future periods. Updating
the definition of capital formation was called for in light
of studies that showed that R&D outlays (and some other
outlays on intangible assets) were important in explaining
economic growth. Several unofficial sets of accounts, in-
cluding those by Robert Eisner and John W. Kendrick for
the United States, have already included R&D as capital;
a number of the countries where R&D outlays are sizable
have experience with data collection using the guidelines
drawn up by the Organisation for Economic Co-operation
and Development.

The arguments against the change centered on (1) the
high degree of uncertainty of return, which is one of the
reasons given in the SNA to explain the present conven-
tion; (2) the major break in continuity of time series in
the countries where most the world’s R&D is conducted
(the change would raise GDP by 1 to 2 percent); (3) the
practical difficulties of calculating capital consumption and
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constant-price estimates; and (4) the difficulty of identifying
the asset created by R&D outlays. Further, the concep-
tual basis for including R&D outlays but not some other
outlays—such as on education and on literary and artistic
work (for example, films and sound recordings)—was ques-
tioned. Initially, the recommendation had been to include
R&D outlays as investment. Recently, an additional diffi-
culty has come to light: The guidelines for balance sheets
include patents (once purchased and sold), so including both
what might be called R&D assets and patents would lead
to double-counting. Thus, the earlier recommendation is
being reviewed.

The treatment to be given natural resources and the en-
vironment in the revised SNA is another area in which final
recommendations have not yet been made. The SNA is crit-
icized because GDP, as now measured, is seen as flawed
in the way it treats environmental protection costs and the
degradation and depletion of natural resources. Adjust-
ments for “defensive expenditures” to restore and protect
the environment and for depletion and degradation of nat-
ural resources are called for; only with the adjustments, it
is argued, will a country know the maximum amount that
can be consumed without causing impoverishment in the
long run.

Especially since the early 1980’s, international organiza-
tions have made a substantial effort to develop environmen-
tal accounting. So far, there has not been agreement on
a recommendation to include any of the suggested frame-
works for environmental accounting in the new manual.
The argument that has prevailed is that too many ques-
tions of identifying, defining, and measuring environmental
issues are as yet unresolved. Instead, the recommendation
so far is that the new manual should stress that GDP is
not a measure of welfare and that care should be taken in
interpreting the accounts. More specifically, the new man-
ual is to discuss the interpretation of the main aggregates,
such as GDP, in relation to environmental degradation,
depletion, and defensive expenditures.

However, it is acknowledged that interest in environ-
mental accounting is growing. Concurrently, work in
environmental accounting continues, and the field may
have progressed substantially by the time the new manual
is near completion. Two issues remain unresolved. What
balance should the new SNA manual strike in describing
the strengths and weaknesses of GDP? Can and should
a framework for environmental accounting, including an
adjusted measure of GDP, be featured in introducing and
explaining satellite accounts?
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U.S. Multinational Companies: Operations in 1988

IN 1988, operations of U.S. muiti-
national companies (MNC’s) continued
to grow, but at a slower pace than
in 1987. Assets of U.S. MNC’s in-
creased 5 percent, compared with a
12-percent increase in 1987, as the as-
sets of both U.S. parents and their
foreign affiliates grew more slowly (ta-
ble 1). Sales by MNC’s grew 7 per-
cent after an 8-percent increase, and
employment was virtually unchanged
after a 1-percent increase. The slow-
down in sales and employment was
much less than that in assets, because
slower or negative growth for U.S. par-
ents was largely offset by faster growth
for foreign affiliates.

Parent companies’ assets increased
4 percent after a 10-percent increase.
Their sales increased 5 percent after
a 6-percent increase, and their em-
ployment fell slightly after a 1-percent
increase.

Affiliates’ assets increased 8 percent,
compared with a 19-percent increase in
1987. In contrast, employment and, to
a lesser extent, sales of foreign affili-
ates accelerated. Affiliate employment
increased 2 percent after a year of
negligible growth; the 1988 increase,
although modest, was the largest since
this data series began in 1983. After
increasing 13 percent in 1987, affiliate
sales increased 14 percent—also the
largest increase since 1983.

Affiliate assets and sales were prob-
ably affected by changes in the value
of the U.S. dollar against major for-
eign currencies. In 1984-87, the dollar
values of these measures were proba-

bly raised by rapid dollar depreciation,

NoOTE.—The 1988 annual survey of U.S. direct
investment abroad was conducted under the
supervision of Patricia C. Walker, Chief, Di-
rect Investment Abroad Branch, International
Investment Division. David H. Galler, Chief,
Annual and Benchmark Surveys Section, was
project leader for the survey. Marie C. Gott and
Arnold Gilbert designed and ran the computer
programs for data retrieval and analysis.

whereas, in 1988, the dollar’s value
was relatively more stable. Thus, in
the absence of exchange-rate changes,
the growth in affiliate assets and sales
in 1988 probably would have been
stronger.

Table 1.—Total Assets, Sales, and Employment of
Nonbank U.S. MNC’s, U.S. Parents, and Foreign
Affiliates, 1977 and 1982-88

wmgsviile Parents | Affiliates
Total assets
Millions of dollars:
1,548,240| 490,178
2,741,619} 751,486
2,902,793 750,823
3,060,031 759,994
3,462,398 834,636
3,792,001 931,293
4,175,308 1,110,654
4,353,366] 1,203914
1977-821.. 114 122 89
4.6 59 -1
46 54 12
12.5 131 9.8
99 9.5 116
119 10.1 19.3
5.1 43 84
Sales
2,060,2631 1,412,293 647,969
3,284,168| 2,348,388 935,780
3263,802| 2,377,488 886,314
3407,337] 2,508,779| 898,558
3,482,155 2,586,695| 895,460
3473,354| 2,544439( 928915
3,742,022| 2,689,227 1,052,795
4,022,039 2,827,223 1,194,816
9.8 107 7.6
-6 1.2 -5.3
44 55 14
22 3.1 -3
-3 ~1.6 37
" 17 57 133
1987-88..... .f 7.5 5.1 13.5
Number of employees
Thousands:
26,081.3) 18,884.6| 17,1967
25,344.8F 18,704.6]  6,640.2
24,782.6| 18,3995 6,383.1
24,548.5] 18,1309 6,417.5
2453191 18,1126| 6,419.3
24,0820 17,8318 6,250.2
24,2554 17,985.8 6,269.6
24,339.0f 17,9352 6,403.8
1977-821.. -6 -2 -1.6
-22 -1.6 -39
-9 -5 5
=1 =2 1
-18 -1.6 -2.6
N 9 3
3 -3 2.1

1. Compound annual rate.
MNC Multinational company.

The expansion of overseas opera-
tions in 1988—as measured by employ-
ment, which is not directly affected
by currency fluctuations—may have
been encouraged by rising profitabil-
ity abroad.! Overseas profits of U.S.
MNC’s rose worldwide, but most no-
tably in Europe and Southeast Asia.
In Southeast Asia, for example, im-
proved profitability was fueled by rapid
economic development and increases in
per capita spending.

Classification changes.—Data for U.S.
parent companies were significantly
affected by industry reclassifications.
Continued merger and acquisition ac-
tivity in the United States led to
changes in the classification of parent
companies whose principal business
activity shifted because of the merger
or acquisition. In addition, the adop-
tion of Financial Accounting Standards
Board Statement Number 94 (FASB-
94) in October 1987 required parent
companies to consolidate all of their
majority-owned subsidiaries on their fi-
nancial statements for fiscal years end-
ing on or after December 15,1988. Pre-
viously, firms were not required to con-
solidate domestic subsidiaries whose
operations differed substantially from
those of the parents. BEA had allowed
these subsidiaries to file separate re-
ports and had treated them as separate
U.S. parent companies. With this ac-
counting change, a number of large
U.S. parent companies in the survey
sample were consolidated. In all cases,
the parents consolidated were previ-
ously classified in separate industries,

1. For majority-owned foreign affiliates (MOFA’s)—
affiliates in which the combined ownership of all U.S.
parents exceeds 50 percent—net income rose from 14
percent of owners’ equity in 1986 and 15 percent in
1987 to 18 percent in 1988, Although this measure of
profitability is subject to several limitations—including
its use of book values rather than current values
in calculating owners’ equity and its applicability to
existing investments rather than to the new invest-
ments being considered—the increases probably raised
MNC'’s expectations about the profitability of additional
investments.



Table 2.—~Employment of Nonbank U.S. MNC?’s, U.S. Parents, and Foreign Affiliates, by Industry of U.S. Parent, 1986-88

Number of employees (thousands) Percent change Affiliates

MNC’s worldwide Parents Affiliates MNC's Parents Affiliates pc?'(s:e?n-

worldwide age of

MNC'’s

1986 1987 1988 1986 1987 i

1988 1986 1987 1988 1987 | 1988 1987 | 1988 | 1987 | 1988 wide

1988
Al industri 24,082.0 ( 24,2554 1 24,339.0 [ 17,831.8 | 17,985.8 | 17,9352 | 6,250.2| 6,269.6| 6,403.8 7 3 9 -3 3 2.1 26
P 1,168.11 1,0068| 977.0f 8124 693.8| 6564 3558 3130| 3206 -13.8| -3.0| -14.6| =54} -120 24 33
Manufacturing, " 14,848.9114,605.5 | 14,264.5| 10431.0( 10,1959 9,815.0| 4,417.9| 4,400.6| 44495 -1.6] ~-23| -23| =37 -2 9 31
Food and kindred p 1817.2 1,7450| 1,661.9| 1,2155) 1,1582( 1,0658| 60L7{ 5868| 596.1] -40] -48| -47| -80| =25 1.6 36
Chemicals ansl Ialjled 198441 1,988.3| 1941.7| 12656] 1,258.7( 1,2190] 7188| 729.6| 7226 2( =23 ~3] -3.2 151 -10 Kl
?pmlary and metals 920.8| 9006} 887 667.11 674.1( 6649 253.7| 2265| 2222| 22| -15 10| ~14| <107 -19 25
inery, except electrical 1,8260( 1,728.11 1,699.8]| 1217.7( 1,131.0{ 1,103.6| 608.3| 5972 5962 ~54| -16] -71| -24| -18 -2 35
Electric and 0 quip 2,156.5| 1,576.7| 1,468.6| 1,601L.0( 1,149.3| 1,043.7] §555| 4274{ 4249] -269| -69| -282] -92i -23.1 -6 29
‘Transportation equip 3,236.0| 3,308.8( 3,228.0( 2,317.0| 2,331.7| 2,219.7] 919.0 977.1} 1,008.3 22| -24 6] —48 6.3 32 31
Other 2908.0| 3,358.0( 3,377.4| 2,147.0| 2,493.0( 2,4983{ 760.9| 8650{ 879.1 15.5 6| 161 2f 137 1.6 26
Wholesale trade 4417 4489¢{ 47821 317.6( 3147) 3320( 124.2{ 1342 1462 1.6 6.5 -9 55 8.1 90 31
Finance (except banking), i and real estate 14382 1,500.0) 1,525.5| 990.81 1,054.1( 1,0499| 4474} 4459| 4756 43 17 64 -4 -3 6.6 31
Servi 1439.8| 1,6926{ 1,9684| 1,262.5| 1,478.0( 1,7404| 177.3] 214.6| 228.1 17.6] 163) 171 17.8| 210 6.3 12
Other industries 47453 5,001.7| 51254 4,017.6| 4249.3| 4,341.5| 7277 7523} 7838 54 25 58 22 34 42 15

MNC Multinational Company.

Data Availability

These estimates are based on data from BEA’s 1988 annual survey of U.S. direct investment abroad, which collected key items
on the operations of a sample of nonbank U.S. parent companies and their nonbank foreign affiliates (banks were excluded from the
survey). The annual survey covers the overall operations of parents and affiliates and includes their transactions and positions with
all parties, not just with each other. However, data published by BEA on the U.S. direct investment position abroad and on related
capital and income flows included in the U.S. balance of payments accounts cover only the positions and transactions between parents
and affiliates.

For a more detailed description of the differences between the two sets of data, see the methodology section in U.S. Direct Investment
Abroad: 1982 Benchmark Survey Data, which may be obtained from the National Technical Information Service (NTIS), 5285 Port
Royal Road, Springfield, VA 22161; price $45.00 (plus $3.00 for handling); accession number NTIS PB86-169117. NTIS orders may
be placed by telephone at (703) 487-4650 and may be charged on major credit cards.

The most recent data on the U.S. direct investment position abroad and on the related capital and income flows may be found in
“International Investment Position: Component Detail for 1989” and “U.S. International Transactions, First Quarter 1990,” respec-
tively, in this issue of the SURVEY. Additional detail from the annual survey of U.S. direct investment abroad—including estimates of
U.S. parent and foreign affiliate balance sheets, income statements, sales, and merchandise trade and the external financial position
of affiliates—is available in the publications listed below. The publications for 1983-85 and the diskettes for 1983-88 may be obtained
from Economic and Statistical Analysis/BEA, U.S. Department of Commerce, Citizens and Southern National Bank, 222 Mitchell
Street, P.O. Box 100606, Atlanta, GA 30384. Enclose a check or money order payable to “Economic and Statistical Analysis/BEA.”
Allow 2 to 4 weeks for delivery. The publications for 1986-88 are available from the Superintendent of Documents, U.S, Government
Printing Office (GPO), Washington, DC 20402. The prices and stock or accession numbers, which should be quoted when ordering,
are as follows:

Publication Diskette
Year Title BEA accession GPO stock Price BEA accession Price
number number number

U.S. Direct Investment Abroad: Opera-

tions of U.S. Parent Companies and Their

Foreign Affiliates:
1983 |Revised 1983 Estimates.................. BEA IID 86-103 $5.00 BEA IID 86-403 $20.00
1984 |Revised 1984 Estimates.................. BEA IID 87-103 —_ $5.00 BEA IID 87-409 $20.00
1985 |Revised 1985 Estimates.................. BEA IID 88-103 — $5.00 BEA IID 88-403 $20.00
1986 |Revised 1986 Estimates.................. — 003-010-00189-5 $4.25 BEA IID 89-403 $20.00
1987 |Revised 1987 Estimates.................. —_ 003-010-00201-8 ™ BEA IID 90-403 $20.00
1988 |Preliminary 1988 Estimates ............. — 003-010-00202-6 M BEA IID 90-404 $20.00

1. Call GPO at (202) 783-3238 for prices.

BEA can prepare additional tabulations or perform regressions or other statistical analyses of the data at cost, within the limits of
available resources and subject to legal requirements to avoid disclosure of data of individual companies. Requests should be directed
to International Investment Division (BE-50), Data Retrieval and Analysis Branch, Bureau of Economic Analysis, U.S. Department
of Commerce, Washington, DC 20230.
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whereas the new parent was classi-
fied in the single industry in which
the consolidated entity’s sales were
largest.?

Organization of the article—This
article discusses selected measures—
employment, assets, U.S. merchandise
trade, and sales—of MNC operations
in 1988. Other measures were also col-
lected in the annual BEA survey upon
which the estimates are based. Some
of them are shown in the accompa-
nying tables, and others are available
in separate publications or on diskette
(see box). All of the estimates cover
nonbank U.S. parent companies and
their nonbank foreign affiliates.?

Employment

Employment by U.S. MNC’s world-
wide remained virtually unchanged in
1988, at 24.3 million workers, because
of offsetting changes in parent and af-
filiate employment (table 2). While
parent employment decreased slightly,
to 17.9 million, affiliate employment
increased 2 percent, to 6.4 million.

U.S. parents.—For U.S. parents, de-
creases in employment in manufactur-
ing and petroleum were partly offset by
an increase in employment in services
(tables 3 and 4). In manufacturing, the
largest decreases were in foods, elec-
trical machinery, and transportation
equipment. In both foods and electrical
machinery, divestitures accounted for
much of the decrease. In transporta-
tion equipment, the decrease reflected
falling auto production, increasing re-
liance on outside suppliers for parts,
and advances in factory automation; in
addition, an auto parts manufacturer
sold off several unrelated product lines.
In petroleum, the decline in employ-
ment partly reflected the reclassifica-
tion of a large parent firm to finance af-

2. For example, the domestic finance subsidiaries
of two U.S. auto manufacturers, which had previously
been treated as separate U.S. parent companies in
finance, were consolidated with the U.S. auto manu-
facturers and were reclassified to transportation equip-
ment manufacturing. In nearly all cases, these changes
affect only the classification of U.S. parent companies
for 1988 forward; although early application of FASB-94
was encouraged, few companies voluntarily submitted
revised data to BEA for 1987.

3. A U.S. parent is a U.S. person that owns or con-
trols, directly or indirectly, 10 percent or more of the
voting securities of an incorporated foreign business en-
terprise or an equivalent interest in an unincorporated
foreign business enterprise. A foreign affiliate is a for-
eign business enterprise so owned or controlled. A U.S.
MNC consists of a U.S. parent company and its foreign
affiliates.

In the estimates, sales and total assets of MNC’s
are shown on an aggregated basis—that is, parent
and affiliate data have been summed. The sums con-
tain duplication because of intercompany positions and
transactions between parents and affiliates and among
affiliates of the same parent. The data needed to de-
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ter it was consolidated with its domes-
tic finance subsidiary in accordance
with FASB-94. The increase in em-
ployment in services resulted from the
expansion of a temporary-employment
services franchise and the entry of a
new parent company in armored car
services into the survey universe.

Foreign affiliates.—Foreign affiliates,
unlike their U.S. parent firms, in-
creased their employment in 1988 (ta-
bles 5-7). Nearly two-thirds of the
increase was in Canada, where major
acquisitions were made, and in Aus-
tralia, where labor intensive industries
stepped up operations. In Canada,
the increases were spread among sev-
eral industries; significant increases
resulted from the purchase of a Cana-
dian natural gas producer by a U.S.
petroleum company, the establishment
of a major soft drink manufacturer,
and expansions of retail trade affili-
ates. In Australia, retail trade affil-
iates were largely responsible for the
increase.

Significant employment growth also
occurred in some Latin American coun-
tries, such as Mexico and Chile, and
in virtually all of the newly indus-
trialized countries of Southeast Asia.
In Mexico, affiliates producing auto-
motive parts, household appliances,
and electrical machinery accounted for
most of the increase. Nearly all these
affiliates, which were mainly engaged
in labor-intensive assembly operations,
were located near the U.S. border and
were taking part in the Mexican Gov-
ernment’s maquiladora program. Un-
der this program, U.S. producers have
been able to export components free of
customs duties to Mexican affiliates for
assembly, if at least 80 percent of the
finished goods are exported back to the
United States. U.S. duties on the goods
are levied only on the value added in
Mexico. In Chile, nearly one-half of
the increase in employment resulted
from the establishment of new affili-
ates; the new investments may have
been encouraged by the country’s rel-
atively favorable business climate and
pro-foreign-investment policies.

In the newly industrialized countries
of Southeast Asia, roughly one-half
of the increase occurred in industries
serving the local market, namely snack

rive consolidated sales and assets of MNC’s are not
available,

The estimates are on a fiscal year basis. An in-
dividual parent’s or affiliate’s 1988 fiscal year is its
financial reporting year that ended in calendar year
1988. The estimates were obtained by expanding the
sample data collected in BEA’s annual survey of U.S.
direct investment abroad to universe totals.
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foods, soft drinks, and fast food fran-
chises. The remaining one-halif largely
resulted from expansion by produc-
ers of computer memory chips in the
electrical components and accessories
industry.

In contrast, affiliate employment de-
clined in South Africa. The decline was
widespread by industry but was most
pronounced in metal mining and man-
ufacturing, which partly reflected the
sale of foreign affiliates.

By industry, employment growth
was widespread; the largest increases
occurred in “other industries”;? in ser-
vices; in finance (except banking), in-
surance, and real estate (FIRE (ex-
cept banking)); and in manufactur-
ing. “Other industries” accounted for
nearly one-half of the overall increase.
The rapid overseas expansion of a dis-
count department store chain and a
fast food chain and the establishment
of a large construction firm in the
United Kingdom were primarily re-
sponsible for the increase in “other
industries.” In services, the increases
were mainly in Canada and the Euro-
pean Communities (EC(12)). The es-
tablishment of new affiliates—a Cana-
dian armored transport services affil-
iate and advertising and telecommu-
nications affiliates in various EC(12)
countries—accounted for most of these
increases. Also contributing to the
increases in services was the estab-
lishment of an architectural affiliate in
Central America.

In FIRE (except banking), the
largest increase occurred in Japan,
where brokerage affiliates expanded
their operations following their 1987
admission to the Tokyo Stock Ex-
change. Employment also grew sub-
stantially in Canada, reflecting, in
part, the acquisition of a large real
estate firm by a U.S. parent com-
pany. In manufacturing, affiliates in
chemicals and transportation equip-
ment more than accounted for the in-
crease. In chemicals, nearly all of
the increase occurred in the EC(12).
Over one-half of that increase involved
new ventures, either acquired or estab-
lished. In transportation equipment,
one-third of the increase in employ-
ment occurred in Mezxico and mainly
reflected U.S. auto manufacturers’ in-
creased production of components in

Text continues on page 39.

4. “Other industries” consists of agriculture, forestry
and fishing; mining; construction; transportation,
communication, and public utilities; and retail trade.
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Table 3.—Selected Data for Nonbank U.S. Parents, by Industry of U.S. Parent, 1987
Mitlions of dotlars

. Number of
Sales ltixpeng’b Ermplo employees

Total Total Owners® X Net p‘::)c;en; corn‘;)ﬂ)l,seea- (thou-

assets liabilities equity Total Goods Services income plant, ana tion sands)

equipment

All industries 4,175,308 | 3,058,937 | 1,116,371 | 2,689,227 ] 1,926,433 762,793 125,374 162,139 579,715 17,9858
Petr 464,866 304,010 160,856 301,459 282,663 18,796 4,317 22,458 27,687 693.8
Oil and gas 21,030 14,544 6,486 7242 4,335 2,907 -855 1,288 2471 68.9
Crude petroleurn extraction (no refining) and natural gas 12,053 9,056 2,997 2,968 2,776 192 -167 1,094 446 10.3
Oil and gas field services 8,977 5,488 3,489 4,274 1,559 2,715 ~687 194 2,026 58.5
Petrol and coal prodi 333,801 196,808 136,993 231,072 224,791 6,281 4978 19,172 21,851 5412
refining and ¢ 331,341 195,384 135,957 228,027 221,816 6,211 4,699 19,040 21,480 5379
Pen'oleum rcfinmg wnhout ®) ) [ ® ® ®) ®) ) ®) ®)
P and coal nec. () o) ®) ) *) ®) ®) ®) () ®)
Petrol holesale trade 106,282 90,637 15,646 60,168 53,367 6,801 39 1,855 2,993 68.4
Other. 3,752 2,021 1,731 2,976 170 2,806 155 1 . 3m 9.3
Manuf: 1,546,844 972,941 573,903 { 1,338,593 | 1,231,399 107,194 74,926 76,223 363,514 10,1959
Food and kindred prod 154,567 92,363 62,205 172,347 170,506 2,340 9,551 7,126 28,834 1,158.2
Gram mill and bakcry 41,176 20,346 20,830 42,185 ) o 3,066 2,215 6,955 2919
8¢ 56,404 34,012 22,393 52,588 51,840 748 4,394 2,793 9,687 368.7
Other. 56,987 38,005 18,982 78,073 ®) ®) 2,091 2,719 12,191 491.6
Chemicals and alhed di 235,115 132,338 102,778 196,708 190,363 6,344 14,569 13,216 46,320 1,258.7
Industrial ci s and 106,810 63,084 43,726 88,061 84,890 3,172 096 ,764 20,807 553.3
Drugs 63,074 29,731 33,343 49,049 48,347 702 5,402 3,142 13,066 3439
Soap, cleaners, and toilet goods 40,351 24,952 15,399 37,983 36,422 1,561 1,743 1,731 7814 228.1
gri 1 chemical 7,536 4,807 2,729 4,844 ®) ®) 286 472 748 230
Other. 17,344 9,763 7,581 16,771 ®) ®) 1,042 1,107 3,885 1104
Primary and fabricated metals 85,676 55,867 29,809 86,177 83,676 2,501 2,199 3,988 23,032 674.1
Primary metal industries 48,869 33,210 15,659 47,230 45,392 1,838 940 2,307 12971 3220
Ferrous. 24,715 20,726 3,989 26,061 25,693 369 606 988 8,368 189.2
Ni 24,153 12,484 11,670 21,169 19,699 1,470 334 1,319 4,603 1328
Fabricated metal prod 36,807 22,657 14,150 38,947 38,284 663 1,259 1,681 10,061 352.1
Machmery, except elecmcal 160,475 68,786 91,689 125,182 105,109 20,074 8,705 7539 45,550 1,131.0
Farm and garden ¥ 9,60: 6,974 2,630 6,603 5,872 731 -28 208 1,955 54.1
Construction, mining, and matenals handling hinery 18,331 9,606 8,725 17,701 17,207 494 366 583 4,687 123.0
Office and puting 102,854 35,956 66,898 69,926 52,081 17,845 8,139 5,483 28,458 626.5
Other. 29,687 16,251 13,436 30,953 29,949 1,004 227 1,265 10,451 3273
Electric and el ip 172,992 114,817 58,175 127,506 107,890 19,616 7,180 8,112 39,193 1,149.3
Houschold app 5,109 2,864 2,245 7,004 ® ™) 103 320 1,591 60.3
Radio, televi: and quip 27,858 15,321 12,537 30,792 ®) ®) 1,424 1,494 10,860 302.7
EX i p and 22,659 10,797 11,862 21,159 20,801 358 764 1,345 7,023 2270
Other, 117,366 85,835 31, 531 68,551 @) ® 4,889 4,953 19,719 559.4
p i quip 443,712 333,162 110,550 355,094 321,674 33420 15,085 19,143 102,141 2,331.7
Motor vehicles and 327,132 253,017 74,115 219,346 193,483 25,863 10,601 12,646 54,678 1,114.5
Other. 116,580 80,145 36,435 135,748 128,192 7,557 4483 6,497 47,463 1,217.2
Other ing 294,306 175,609 118,697 275,079 252,180 22,899 17,638 16,498 78,445 2,493.0
Tobacco 17,070 10,036 7,035 12,313 ®) ®) 244 438 1,778 724
Texiile p and apparel 21,945 14,545 7,400 27,438 27,296 142 669 1,029 7,656 407.8
Lumber, wood, furniture, and fixtures 22,571 13,345 8,727 22,988 (®) ®) 1,340 1,316 4,549 1412
Paper and alhed 51,664 26,820 24,844 50,538 49,725 813 3,689 4,276 12,120 348.9
Printing and p 38,864 23,963 14,901 37,535 30,903 6,632 3,142 2,380 9,524 317.7
Rubber du 15,261 9,361 5,900 16,318 16,031 2,535 1,042 5,533 146.1
1l plastics p 8,932 5,608 3,323 9,631 9,542 89 434 464 2,476 94.1
Glass prod 9,380 6,798 2,582 7,155 6,754 401 246 400 2,513 769
Stone, clay, and other llic mineral p 15,681 10,145 5,536 14,580 14,504 76 540 697 4,289 107.6
and related § 84,175 49,264 34,911 65,877 54,835 11,042 3,629 4,059 24,900 663.7
Other. 8, 763 5225 3,538 10,705 10,509 196 169 398 3,108 110.7
W trade. 67,615 42,639 24,977 174,483 171,963 2,520 1,842 3,561 8,760 3147
Durable goods. 35921 22,954 12,966 96,415 94,667 1,748 871 2,181 4,021 1370
Nondurable goods. 31,695 19,684 12,010 78,068 77,296 772 972 1,380 4,739 1778
Finance (except banking), insurance, and real estate 438,853 | 1,307,587 131,266 361,057 13,967 347,089 19,335 8,937 39,134 1,054.1
Fmance, except banking 494,625 468,095 26,531 62,880 2,315 60,565 2,778 2,271 14,892 2364
940,420 837,325 103,095 297,072 11,544 285,527 16,515 6,618 24,119 814.6
Real estate 2,310 1,496 814 ® 108 ®) ®) ®) 112 29
Holding 1,498 671 827 ®) [ ®) ®) ®) 11 *}
Ser 111,094 73,720 37,374 87,154 13,309 73,845 3,936 9,800 28,955 1,478.0
Hotels and other lodging places 13,053 11,616 1,437 11,230 ®; @ 378 1,981 3,954 299.8
services 28,491 18,761 9,730 24,294 2,494 21,800 1410 2,133 8,890 5349
Advertising 7,046 5,060 1,986 5,900 (®) 180 141 1,855 47.6
M lting, and public services 3,748 3,191 558 2,553 0 2,553 52 57 7 18.8
quip tental (ex. and p 3,608 2,706 902 1,220 139 1,081 45 260 158 5.2
Comp and data p services 7,062 4,358 2,704 5,080 156 4,925 461 947 1,755 56.8
Other. 7,027 3,447 3,580 9,540 ) 672 729 4,357 406.6
Motion pictures, includi I tape and film 16,948 10,527 6,421 8,785 2,379 6,406 343 427 1,545 43.8
Engineering, architectural, and surveying service 11,666 6,035 5,632 6,947 1,950 4,998 =573 181 2,658 71.6
Health services. 19,290 13,138 6,152 17,473 588 16,885 432 1,538 5,850 281.8
Other services 21,645 13,642 8,003 18,425 ®) ®) 1,945 3,630 6,058 246.1
Other industries 546,034 358,039 187,995 426,482 213,132 213,350 21,018 41,072 111,665 4,249.3
Agriculwre, forestry, and fishing 3472 2,403 1,07 3,223 3,07 153 226 37 538 26.2
Mining 12,169 6,157 6,012 5,475 5,435 40 594 812 1,165 304
Metal mining. 6,183 3,856 2,327 2,758 2,722 36 582 345 488 14.0
Ni llic mineral 5,985 2,300 3,685 2,717 2,713 4 12 467 677 164
C ! 8,239 6,052 2,187 16,665 13,435 3,230 =20 295 5,101 135.2
‘Transp i and public utilities 369,580 228,716 140,864 214,333 ®) 15,529 33,575 68,751 1,731.3
Retail trade 152,574 114,712 37,862 186,786 ®) ®) 4,689 6,013 36,110 2 326.3

discl of data of individual

* Less than $500 000 or 50 employees.
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Table 4.—Selected Data for Nonbank U.S. Parents, by Industry of U.S. Parent, 1988

Millions of dollars
. Number of
Sales Expendi- empl
ployees
Total Total Owners’ Net tur;e se :;or i‘;p log' se:_ (thou-
assets liabilities equity Total Goods Services income glanl:, az& t{:)cn sands)
equipment
All industries 4,353,366 | 3,212,867 | 1,140,498 | 2,827,223 | 2,017,559 809,664 156,045 176,783 591,134 17,9352
Petroleum 425,066 266,155 158,911 293,826 273,937 19,889 20,927 27,903 29,194 656.4
Oil and gas i 20,518 13,520 6,998 8,157 4,791 3,366 =93 1,624 2,952 772
Crude petroleum cxu’acuon (no refining) and natural gas 12,585 8,986 3,599 3,184 ® ® 91 1,369 495 10.2
Oil and gas field services 7933 4,534 3,399 4973 ®) ®) -183 255 2,457 67.0
Petrol and coal d 312,053 177,182 134,870 231,233 224,386 6,847 19,827 23,968 22,828 506.4
Integrated pen’olcum refining and i 309,377 175,774 133,602 228,111 221,335 6,776 19,614 23818 22,423 496.8
Petroleum refining without ® ® ® ) ® ©) ® ® ® ®)
Petroleum and coal prod nec, (y ®) ®) ) by y (°) ) ®
Petrol trade 88,191 73,008 15,183 51,079 44,572 6,507 1,077 2,170 2,996 61.8
Other, 4,305 2,445 1,860 3,357 188 3,169 115 140 419 110
Manuf: ing 1,629,848 | 1,048,622 581,226 | 1,429967| 1,310,715 119,252 89,069 80,227 366,337 9,815.0
Food and kindred prod 165,932 100,739 65,193 181,191 178,787 2,405 11,432 8450 27,369 1,065.8
Grain mill and bakery prodi 39,990 19,836 20,154 42,785 ®) ®) 2,668 2,263 6,642 2902
B g 69,301 44975 24,326 62,993 61,870 1,123 5,657 3,122 10,696 402.0
Other. 56,641 35928 20,713 75413 ®) (@) 3,107 3,065 10,031 373.6
Chemicals and allled d 260,880 151,984 108,396 213,402 206,772 6,630 21,713 14,831 47,931 1219.0
Industrial ct s and syntheti 111,635 65,381 46,254 95,862 92,258 3,604 8,648 7,656 20,951 501.8
Drugs 69,967 33,117 36,850 55,212 54,213 999 8,883 3,876 14,332 368.6
Soap, cleaners, and toilet goods 51,233 37,382 13,851 36,948 ® ® 2,440 1,607 7,354 205.3
gricultural chemical. ,132 5,776 S 6,579 ®) ®) 553 570 259
Other. 18,914 10,328 8,586 18,801 ® ®) 1,189 1121 4,325 1174
Primary and fabricated metals 91,196 63,535 27,661 94,210 90,953 3,257 1,327 4,647 23,977 6649
Primary metal industries 49,259 36,943 12,316 49,820 47,975 1,844 ~800 2,547 12,978 297.6
Ferrous. 23,308 23254 55 25,197 24,775 422 3,105 1,047 8,044 163.1
Nonfe 25,951 13,690 12,261 24,623 23,200 1,422 2,306 1,500 4,935 134.5
Fabricated metal prod 41 937 26 592 15,345 44,390 42977 1413 2,127 2,100 10,999 3613
Machinery, except elecmca] 169,958 74,349 95,608 138,312 116,657 21,654 12,133 9,182 47,655 1,103.6
Farm and garden y 10,464 7,335 3,129 7,318 6,517 801 371 212 2,004 49.6
Construction, mining, and ials handling hinery 19,215 10,438 8,777 19,770 18,938 832 995 867 4,812 117.0
Office and puting i 108,370 38,466 69,904 76,312 57,571 18,741 9,706 6,765 30,437 619.7
Other. 31,909 18,110 13,799 34911 33,631 1,280 1,061 1,338 10,402 317.2
Electric and el i i 185,820 128417 57,403 132,552 109,956 22,596 7,676 6,054 37,025 1,043.7
Household appli 6,676 4,138 2,538 7518 ®) (®) 321 349 1,516 59.2
Radio, television, and icati quig 28,493 15,374 13,118 31,757 ®) ®) 1,525 1,558 10,747 278.2
El i p and ie! 22,109 10,107 12,001 21,449 21,056 393 1,231 1,559 6,181 198.1
Other. 128,543 98,797 29,745 71,827 ®) ®) 4,599 2,588 18,581 508.1
Transportation equip 430,502 326,897 103,606 372,276 336,623 35,653 18,105 17,693 101,691 2,219.7
Motor vehicles and equij 316,578 249,836 66,742 235,221 207,547 27,674 12,318 11,468 56,139 1,067.5
Other, 113,924 717,060 36,864 137,055 129,076 7979 5,788 6,225 45,552 1,1522
Other i 325,561 202,701 122,860 298,025 270,967 27,058 16,681 19,370 80,689 2,498.3
Tobacco f: 24,454 17,333 7,121 13,936 11,452 2483 1,374 478 2,283 971.5
Textile prod and apparel 20,129 13,577 6,552 24,725 24,554 171 865 1,027 6,709 340.7
Lumber, wood, furniture, and fixtures 28,811 18,268 10,542 29,380 ®) ®) 1,661 1,630 5,989 206.5
Paper and allied prod 61,329 33,614 27,114 59,889 58,917 972 5,170 5,647 13,560 366.2
Printing and publishi 45,445 27,996 17,448 40,260 32,900 7360 3,072 2,637 9,796 3238
Rubber prod 14,395 8,486 5,909 13,166 ® (®) 671 910 3,808 117.3
Miscell plastics prod 8,631 4,685 3,946 9,886 *®) ®) 642 477 2,563 81.7
Glass prod 10,133 7.514 2,619 6,898 ®) ® 244 509 2,741 774
Stone, clay, and other llic mineral prod 15,957 12,361 3,596 14,571 () ®) -590 665 3,388 95.0
Instruments and related prod 87,125 53,212 33913 73,965 61,668 12,298 3,543 4,766 26,263 678.8
Other. 9,153 5,654 3,498 11,350 10, 870 480 29 623 3,089 107.5
‘Whol trade . 77844 48,392 29,453 193,510 190,572 2,938 2,447 4,520 9,623 3320
Durable goods 41,962 26,209 15,753 104,730 102,560 2,170 1,095 2,925 4425 145.0
Nondurable goods : 35,882 22,183 13,700 88,780 88,012 768 1,353 1,595 5,198 187.0
Finance (except banking), insurance, and real estate 1,538,710 | 1,392,036 146,675 377,025 12,242 364,783 19,077 9,033 40,131 1,049.9
Finance, except banking 539,257 507,719 31,538 70,040 1,534 68,506 3,498 2293 14,236 255.3
I 995,357 881,554 113,803 306,101 10,687 295,414 15,771 6,732 25,811 793.0
Real estate 1,659 1,111 547 ®) 21 ®) ®) 8 70 1.6
'Holding pani 2,438 1,652 786 ®) 0 ® ®) *) 14 *)
Ser 119,380 81,961 37419 90,605 13,438 77,168 4,801 12,374 32,709 1,740 4
Hotc]s and other lodging places 12,189 9,772 2416 10,477 ®) ®) -135 1,841 4,050 288.5
services 34,770 24,857 9913 27,749 2,828 24,921 1871 2,104 11,382 7884
Ad 5,853 4,397 1,456 4,551 ®) ® 173 80 1,949 45.7
Ma.nagemem, consulting, and public relations services 4,378 3,738 640 2,827 0 2,827 63 58 925 19.8
quip rental (ex. ive and p 2,727 2216 511 769 172 596 68 154 150 4.8
Comp and data p g services 8,927 5,905 3,022 5,881 167 5715 404 819 1,905 579
Other. " 12,885 8,601 4,284 13,721 ®) ™) 1,163 994 6,454 660.3
Motion pictures, includi levision tape and film, 19,430 12,513 6,918 10,078 3,004 7074 398 584 1,816 493
Engineering, architectural, and surveying services. 6,992 2,866 4,126 4,749 740 4,009 =203 224 2,178 573
Health services. 19,033 14,035 4,998 15,983 394 15,589 822 1,397 5,99 2874
Other services 26,966 17918 9,048 21,569 ® ®) 2,047 6,224 | 7,292 269.4
Other industries 562,516 375,701 186,815 442,289 216,655 225,634 19,724 42,726 113,140 4,341.5
Agriculture, forestry, and fishing 3,607 1,923 1,684 3,208 (@ ®) 234 230 599 242
Mining 11,250 5,017 6,233 6,456 6,406 50 560 1,257 © 1,222 315
Metal mining 5,640 3,042 2,598 3,520 ®) ® 606 ® 593 15.6
Ni llic mineral 5,609 1,975 3,635 2936 () ®) -46 (®) 628 159
Construction 8,690 6,342 2,349 19,389 15,706 3,684 -9 329 5476 147.1
‘Transportation, communication, and public utilities. : 380,854 242,510 138,345 226,773 24,364 202,409 13,384 35,261 69,977 1,810.9
Retail trade. 158,114 119910 38,204 186,463 ®) ®) 5,054 5,649 35,867 2,3279

P Suppressed to avoid disclosure of data of individual companies.
* Less than $500,000 or 50 employees.
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Table 5.—Selected Data for Nonbank Foreign Affiliates, Major Industry and Area of Affiliate, 1987 and 1988
1987 1988
1987-88
Miitions of dollars Number Millions of dollars Number reent
us us of Us us of 1l “uber
- . o | Employ- | employ- - . = | Employ- | employ. || MUmoer
Total Sales Net :‘:‘(ipons ;l;‘lip;:; ge g epesy Total Sales Net :‘:‘&‘popret; lsr;pons fe ” :‘l:y emo{oy-
assets | “0O° | income fged I?y compen- | (thou- assets income ?o t‘,’?d compen- |  (thou- epes
offiliates | affiliates | SO0 | sands) affiliates | affiliates | Sation | sands)
All industries 1,110,654]1,052,795( 62,108 78,887 75,937 136,104} 6,269.6 |/1,203,91411,194,816) 76,754 95,027| 87,156} 151,098| 6,403.8 21
loped countries 843,237 871,136 46,808 63,580| 53,402| 118,404) 4,308.5 935,540] 993,444 | 58,873 76,137 62,2511 131,145| 4,4065 23
Canada 150,935 144,732 74941 34,010 30,670 21,209 907.8 175,548 168,135| 8936] 38,325 36999} 24,128 966.6 6.5
Europe 535,993| 563,178| 33,9801 22,060 13,015 78,355| 2,608.0 576,563 | 627,565| 42,998| 28,655 14,3401 852251 2,6319 9.
Japan 108,326 113,372 3,133 4,907 8,739 12,364 3443 128,900 141,212] 4,137 6,249 9,339] 14,386 355.6 33
Australia, New Zealand, and South Africa ....... R ] 47,9831 49,855| 2,201 2,603 978 6,477 448.4 54,5291 56,532 2,802 2,909 1,573 g 4524 9
loping countrie: 253,534| 176,303 | 15,298{ 15258 22,531 16991| 19324 2552421 195228 17,502 18,800 ®) 19,286 1,969.6 19
Latin America and Other Western Hemisphere...........uvuuen 162,517 ,803| 8,903 ,969 \ 440 1,2332 | 161,774| 103,092| 9,565f 10,705 11490 10860 1,255.2 18
Other Africa 13,3 10,908 82 96 1,975 577 89.9 12,137 10,5991 1,061 463 1,835 606 89.1 -9
Middle East 24,309 15,851 906 301 396 3,228 99.7 22,539 15,644 1,430 344 444 3257 91.8 =19
Other Asia and Pacific §3,343| 58,742 4,707 5,693 10,706 3,745 509.7 58,792 65,893 5447 7,289 ®) 4,563 5336 4.7
T ional 13,882 5,356 49 4 709 287 13,132 6,144 379 S0 ®) 667 227 -34
Petr 198,033 | 213,173 8,669 2,178 10,126 10,164 289.8 192,818 | 208424| 9,863 2,394 9219 10,602 296.1 22
Toped countries 139,563 | 151,733 6,581 1,384 5,638 5,984 142.8 138,906 148,777 7,326 1,076 5,352 6,333 147.9 3.6
Canada 29925 20,627| 1,505 ®) 3,493 1,386 343 3,089 19,325| 1,300 ®) 3,620 1,588 469 36.7
Europe 80,043| 98,106( 4,107 444 ® 3,404 81.1 74,864 94,172 4441 889 ®) ,244 717 -11.5
Japan 19,9427 23213 526 ® ® 779 113 19815 25771 919 ® ® 926 115 15
Australia, New Zealand, and South Africa .. 9,653 9,786 443 (] ®) 415 16.1 11,137 9,51 666 (W] [] 575 17.8 10.5
Developing countrie: 48,129 57,578| 2,277 747 4,484 3,612 128.6 44,387 55,380| 2,481 1,230 (®) 3,764 1306 15
Latin America and Other Western Hemisphere....uvenene]  11,446{ 18,362 243 389 1,094 548 276 10, 18,873 504 652 1,640 566 292 5.6
Other Africa 9,722 17,517 395 136 1,603 219 157 8, 6,868 339 255 ®) 261 158 4
Middle East. 12,156 9,836 429 37 146 2,289 517 10,350 8,943 482 32 208 2,309 50.8 -1.8
Other Asia and Pacific 14,8051 21,8631 1211 185 1,641 556 336 15424 20,697 1,156 292 618 629 349 39
International 10,34 ,862| -189 47 4 567 183 9,525 4,21 56 88 ®) 505 176 -39
Manufact: 426,404 | 519,619{ 28977 55,973 57,299 89,176 4,117.8 455,165 619,766| 38,164) 66,369| 68,341 98,126} 4,140.3 6
Developed countries 353,024 | 445,186] 23,206 44,819 43,265 79,587 2,7176 374,319 528,836| 30,135 53,340 51,580 86,670| 2,715.3 =1
Canada 54,275| 81,084 3,601 29,677 25976 12,876 469.7 61,915 98,220| 4,832 34,353 31,601 14,497 484.3 3.1
Europe 228,809 276,819 16,701 12,079 8,805 54,897 18487 235,132 322,096¢ 21,818 15,398 10,617 59,003} 1,845.0 -2
Japan 53,534| 67454 1918 1,868 7,983 8,810 2207 59,934 85,406| 2,179 2,233 8,616 9,890 -2226 9
Australia, New Zealand, and South Affica ....ewiiesiseniens 16,405| 19,830 987 1,194 500 3,004 178.5 17,338 23,114{ 1,307 1,356 746 3,280 1634 -85
loping countrie: 73,380| 74,4331 57701 11,154 14,034 9,5801 1,400.2 80,8461 90,9301 8,029 13,0291 16,762] 11,456} 1,425.5 1.8
Latin America and Other Western Hemisphere.....c..ccowene.| 43,914 47465| 3,075 ,991 6,782 6,898 959.3 48,445| 57,6841 4,467 8,053 8,025 144 970.9 12
Other Africa 1,371 1,595 211 113 ® 143 353 1,425 1,895 273 144 ®) 156 386 8.2
Middle East 7,529 2,671 249 166 ® 401 18.2 7,763 3444 613 156 ®) 429 16.8 =17
Other Asia and Pacific 20,5661 22,702 2,236 3,383 6375 2,147 3870 23212 27907 2,677 4,675 ) 2,728 399.2 32
Wholesale trade. 99,736 | 174,359| 7,058 19,440 6,726 14,572 495.6 107,579 203,048{ 8,191 24,626 7,416 16,603 5044 18
Developed countries 87,297 | 156,395 5,958 16,771 3971 13,294 408.6 94,0411 181,351 6,762 20,875 4,394 15,250 419.1 26
Canada 8,123| 12,576 387 3,154 746 360 54.5 8,660 15,004 583 3,556 1,054 1,556 549 6
Europe 61,5511 121,702| 4,906 9,299 2,189 9,516 2747 63,6321 137,895( 5,107 11,937 1,963 10,730 2829 30
Japan. 13,066 15,615 505 2,959 745 1,652 2.1 15,512 0,447 760 3,895 720 ,048 434 30
Australia, New Zealand, and South Aftica.....usesmseninesd 4,557 6,501 159 1,359 290 766 372 6,237 8,005 312 1,486 658 916 379 1.7
loping countri 12,4391 17.964| 1,100 2,669 2,756 1,278 87.0 13,537 21,697| 1,428 3,751 3,022 1,354 85.3 =20
Latin America and Other Western Hemisphere......cvoueucusnnend ,09 6,889 485 1,070 586 567 46.1 6,427 8,572 558 1,396 780 605 2.7 -73
Other Africa 3 521 ~25 14 ®) 61 6.0 413 563 —45 18 ®) 54 6.5 8.0
Middle East. 514 688 42 82 ® 95 2.9 534 776 52 137 ®) 91 28 ~38
Other Asia and Pacific 5451 9,866 597 1,503 2,122 554 319 6,163 11,786 864 2,200 2,174 604 332 40
Fi {except b: ), i and real
estate 295,410 46,065| 12,986 29 *) 4,982 153.6 349,425| 50,637} 15,273 68 ® 5,806 1654 .7
loped i 196,770 33,081 7,976 24 *) 4,650 1327 255,129 37,7541 11,005 ®) ®) 5419 140.1 56
Canada ,894 ,732| 1,210 ™* [ 904 30.8 50,624 9,845 ,200 1 0 1,015 327 6.2
Europe 130,663 19,033 ,443 24 *) 3,144 84.1 166,398 20,885 9,550 18 ®) 3,498 88.0 4.6
Japan 18,1991 3,961 166 *) *) 420 89 ,822 ,602 181 ®) 1 700 112 25.5
Australia, New Zealand, and South Affica....esrsssnnd 014 1,355 158 0 [ 181 8.9 ,285 1,422 74 0 0 206 8.2 ~7.9
loping i ,641| 12,9841 5,010 5 * 333 209 94,297 12,883 4,269 ®) ® 387 253 2.1
Latin America and Other Western Hemisphere........cocuvvucusend] 89,794 11,249| 4,488 2 0 163 106 84,691 0,743} 3,362 ®) ®) 180 123 170
Other Africa 810 83 82 1] 1] 7 K] 584 87 274 1] 0 7 K (1]
Middle East 1,590 117 104 0 0 10 3 1,597 109 180 0 0 9 3 -4.2
Other Asia and Pacific 6,447 1,535 336 4 *) 152 94 7424 1,944 453 3 * 190 121 279
Servi ,992| 2,108 271 69 7,690 347.9 36,308 36,7671 2,276 325 98 8,398 3694 6.2
Developed countries 27,268 26,787 640 131 ®) 6,625 259.6 31,224 32,158| 1,846 161 ®) 7.9 2809 82
Canada 4,335| 3,293 195 19 ®) 839 589 5,901 4,197 296 32 ® 1,070 730 238
Europe 19,874 20,601| 1,444 108 1 4,983 1710 22,033 24,4261 1,508 123 2 5,720 1819 6.3
Japan 1,607 1,354 -1 1 0 394 8.3 1,647 1,829 38 1 [ 463 9.3 128
Australia, New Zealand, and South Affica ... 1,453 1,539 2 3 0 409 214 1,643 1,766 4 5 0 465 16.7 -21.6
loping i 5,038 4,204 468 139 ®) 1,065 88.3 5,584 ,609 430 164 ®) 1,179 88.5 3
Latin America and Other Western Hemisphere..........uisisusnes ,968| 2,565 360 ® @) 646 63.3 3,428 2,661 328 ®) ®) 692 64.9 24
Other Africa 269 22 *) [ 26 5.3 238 288 20 *) 0 27 5.1 -4.5
Middle East 1,034 1o 59 8 *) 245 10.8 932 826 69 15 ™) 271 98 ~10.0
Other Asia and Pacific 813 660 26 ®© [} 148 88 987 834 13 ® 0 189 83 5
Other industries 58,763| 68,588] 2,311 997 1,717 9,520 865.0 62,120| 76,175{ 2,987 1,246 ™| 11,062 9217 73
Developed countries 39,315| 57,954{ 1,447 451 ®) 8,264 647.3 41,921 64,569 1,800 ® ®) 9,755 703.3 87
Canada 13,382] 18419 596 ®) ®) 3,843 259.5 15,360) 21,545 726 ) ® 4,402 2749 59
Europe 15,053| 26917 319 106 ®) 2,410 1485 14,503 28,091 574 290 ®) 3,030 162.5 94
Japan 1,978 1,775 20 ® *) 308 53.0 2,170 2,157 60 ® *) 359 57.5 86.
Australia, New Zealand, and South Affica ..o 8,902] 10,844 453 ®) ®) 1,702 186.3 9,889 12,776 439 ® ®) 1,964 2084 11.8
Developing i 15908} 9,140 673 544 ® 1,115 2074 16,592 ,729 864 ®) ® 1,145 2143 34
Latin America and Other Western Hemisph ,304| 4273 252 ®) ®) 618 1262 8,775 4,558 345 ®) ® 673 135.2 71
Other Africa 857 924 97 33 ®) 121 26.5 872 898 200 46 ®) 100 225 ~152
Middle East 14851 1828 23 7 1 187 157 1,363 1,547 34 3 1 149 114 ~217
Other Asia and Pacific 5,261 2,116 301 ®) 68 188 389 5,582 2,726 285 ®) ®) 223 453 16.6
1 ional 3,541 1,493 19 2 0 141 10.3 3,607 1,877 323 2 0 162 10.1 -26

D Supp d to avoid discl of data of individual
* Less than $500,000.
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Table 6.—Employment of Nonbank Foreign Affiliates, Country by Industry of Affiliate, 1987
[Thousands)
Manufacturing Finance
All Primary | Machi El Wholesal b(e:i(cept) Oth
. i achin- ectric olesale | banking), . ther
industries Petroleum Total Fl?i?ndd::‘éd thmg and ery, and Tr;n:isg:t- mg\ﬂl:gc trade insurance, Services industries
fabricated | except | electronic s radl and real
products | products | “erl | electrical | equipmene | SAuipment | - turing estate
All countri 6,269.6 289.8 4,117.8 407.1 5798 2614 565.1 684.6 774.3 845.5 495.6 153.6 3479 865.0
D ped countries 4,308.5 1428 2,7176 214.2 3533 1815 4638 3630 560.8 5810 408.6 1327 259.6 6473
Canada. 907.8 343 469.7 332 650 384 413 509 1331 107.8 54.5 30.8 59.0 259.5
Europe 2,608.0 81.1 1,848.7 146.1 2235 1152 3708 27135 3216 3980 2743 84.1 171.0 148.5
European Communities (12).cuuummissssssssssssesnnee]  2,452.4 700 1,780.5 1323 217.1 1115 3554 2590 314.8 3853 2317 722 1529 145.2
Belgi 1211 36 879 15 18.1 3.8 13.3 140 ® ®) 16.6 15 9.1 2.3
Denmark 199 ® 10.2 2.6 5 6 *) 4.5 ™) 15 6.6 *) 19 ®)
France 355.1 72 2504 14.5 306 125 65.0 558 19.1 53.0 55.7 47 237 13.6
G Federal Republic of 5529 143 430.8 165 343 28.1 69.8 792 136.1 66.8 371 6.6 228 413
Greece 10.3 1.0 4.7 10 15 0 [ ) 0 1.9 20 *) 12 14
Treland 358 8 314 3.1 40 1.1 6.0 58 8 10.6 1.8 *) 1.3 *)
Italy 2372 53 1927 131 264 39 87.5 232 127 259 215 17 100 6.0
1 g 76 *) 72 0 0 9 1.0 ™) 0 48 *) *) ] ]
Netherland 1304 79 86.0 10.1 137 9.7 9.0 94 (] ®) 150 47 9.7 72
Portugal 23 ©®) 153 20 2.5 *) *) 56 ®) ©) 42 *) 1.6 ®
Spain 162.5 8 137.5 19.3 202 184 6.9 202 330 196 124 8 6.1 48
United Kingd 7974 278 5263 47.6 65.4 325 96.8 40.6 846 1589 589 514 65.7 673
Other Europe 155.6 11.1 682 83 63 37 154 145 6.8 127 43.1 119 18.1 33
Austria 319 1.0 133 1.1 9 ™) 6 4.7 ®) ® 6.1 89 1.9 6
Finland 56 *) 1.2 0 ™) 0 ™ (W] 0 ™ 39 0 ™ *)
Norway. 193 58 7.0 *) S5 ®) *) ®) 0 ® 47 *) 14 *)
Sweden 375 1.2 242 6.0 12 ®) 120 ®) ®) ® 9.4 * 20 *)
Switzerland 419 a 14.2 ®) 30 14 15 37 0 ®) 18.1 2.5 113 1.1
Turkey 107 16 6.5 ©) 3 0 * 16 20 ® ] 0 1.3 9
Other 27 ™ 18 0 *) 0 * 0 ®) ©®) ™ *) ™) *
Japan 3443 11.3 2207 100 347 6.1 38.6 252 nz 348 42.1 8.9 83 530
Australia, New Zealand, and South Africa....wmmed 448.5 16.1 178.6 249 30.1 218 13.1 134 349 403 373 8.9 214 186.3
A i 3437 9.2 114.3 ® 22.1 6.6 75 115 254 ®) 278 6.3 15.6 170.5
New Zealand, 17.1 ®) 9.3 ®) 12 ®) 5 6 ® ®) 42 ® *) 1.0
South Africa 87.7 ® 550 ® 6.8 150 50 13 ® 162 53 ®) 5.7 14.8
Developing countries 1,9324 128.7 1,400.2 1929 2265 799 1013 3216 2134 264.6 87.0 209 88.3 2074
Latin America and Other Western Hemisphere ..owun  1,233.2 276 959.3 1319 166.5 630 70.8 157.1 180.8 189.3 46.1 10.6 634 1263
South Ameri 6709 19.3 546.0 71.0 942 39.6 52.6 720 107.6 108.9 327 62 342 326
Argenti 68.4 37 53.0 106 152 1.6 ®) 2.3 10.3 ®) 6.2 7 1.8 3.0
Brazil 4327 54 3874 347 564 257 48.1 624 87.2 729 108 2.8 182 8.0
Chile 129 *) 6.2 12 12 19 0 *) (W] 1.2 32 ®) 9 ®
Colombi 442 42 262 4.1 83 2.1 ®) 11 19 ®) 23 ®) 6.5 ®
Ecuador 120 1.2 6.7 12 16 *) 0 *) 8 24 12 *) *) 25
Peru 17.0 23 5.7 1.6 26 *) 0 ) 0 9 1.6 ® *) ®
) 743 1.8 55.8 153 8.5 73 8 53 69 11.7 7.0 ™ 5.7 37
Other 94 *) 5.4 25 ™) * *) 0 * 14 *) 0 Q] 31
Central America 523.1 6.0 400.3 519 700 232 182 84.6 73.3 731 118 14 162 87.6
Mexico 438.1 24 3770 486 65.4 224 182 83.2 733 659 9.2 *) 147 344
Panama 224 ®) 2.1 5 6 ™ [} 0 [1] 9 14 *) 9 ©)
Other 62.6 ® 212 838 4.0 7 0 14 0 6.3 12 6 a ®@
Other Western Hemisph 392 2.3 13.1 30 23 *) *) *) 0 73 17 3.0 130 6.1
Bat 6.6 *) *) 0 *) 0 [ 0 0 *) (6] (] 438 8
B: d: 3.1 ™ 0 0 0 0 0 0 0 (1] * 14 12 *)
Jamaica, 53 * 2.6 6 *) 0 0 0 0 17 *) *) 12 9
Netherlands Antilles 23 ™) (&) ™ (&) ™) 1} [/} 0 0 ") 7 9 (*)
Trinidad-Tobago 37 a 13 ™ 10 [ 0 0 0 *) 1) ) 10 )
United Kingdom Islands, Caribbean ... 24 * *) 0 0 0 ® * 0 0 * *) 1.9 *)
Other 159 3 84 22 ®) *) 0 (W] [ 53 *) ™) 19 41
Other Africa 89.9 157 357 10.1 44 2.5 6 62 (] ®) 6.1 6 53 26.5
Saharan 15.5 47 6.5 N 14 ™ S5 ®) ®) ®) 14 *) 2.6 *)
Egypt 9.5 3.0 34 ™) 1.0 ™ *) ®) ®) ®) 9 *) 1.9 *)
Libya 1.0 8 0 0 0 ] 0 ¢ [ 0 *) [ (] [
Other 5.0 9 3.1 *) *) ™) ™ ™ 0 ® *) 0 6 *)
Sub-Sah; 744 110 292 94 3.1 23 *) ®) 7 ®) 4.7 S5 2.8 263
Liberia (] *) 0 0 0 0 1] 0 0 0 *) ™ *) ®)
Nigeria 122 37 5.9 9 1.8 *) 0 29 [} (W) 12 0 *) 8
Other ®) 72 233 85 13 21 *) @) a ®) 34 *) 21 ®)
Middle East. 99.7 517 182 ™) 54 29 8 54 ®) ® 29 ™ 109 15.7
Istael........ 15.6 9 9.6 0 1.6 S5 *) 4.5 ®) ®) ®) ) 23 ®)
Saudi Arabia 743 ®) 6.1 0 3.5 6 ™) 9 0 10 5 * 79 (]
United Arab Emi 32 ®) *) 4 ™ 0 ™ 0 [\ [} 7 0 * ®
Other 6.6 ®) 24 ") *) 1.8 *) 0 0 0 ®) * ™*) ®)
Other Asia and Pacific. 509.7 336 387.0 50.8 50.2 11.6 29.1 153.0 300 624 319 94 8.8 389
Hong Kong 489 6 290 1.8 11 8 26 103 0 12.5 11.3 3.0 22 238
India g;.; (;2 . 53617) ((:; 2(21.; (*5;.5 (1‘ ; 2 (‘g.s (1} 3 ((z) ™ 0 * ®
Ind . 2 . ) 1.3
Malay 63.5 29 54.0 12 15 ® 3 423 0 8).1 (032.4 (Dl.4 ™ (Dl).S
Philippines 015 ® 725 326 82 14 * 12.6 ™ 17.1 32 20 *) ®)
ingap 515 30 304 6 14 5 9.5 243 18 10 40 a 18 2.7
South Korea 56.5 ® 509 31 3.1 kS ®) 194 ®) ®) ® 6 9 ®)
Taiwan. 532 ™" 457 1.5 4.5 1.7 34 267 37 43 34 ® (*) ®©)
Thailand 31.0 ®) 230 ©®) 16 *) ®) 111 0 ®) 32 ©) ™) ®)
Other 210 ® 137 18 6.3 0 (4] (W] @) ® ®) ®) E ®)
International 28.7 18.3 0 (] 0 0 [} 0 0 0 L] o (1] 104
Addendum: OPEC (1) 2174 76.0 81.2 17.8 176 86 12 9.8 77 186 120 8 16.6 308

pS d to avoid disc} of data of individ

* Fewer than 50 employees.

1. OPEC is the O of Petrol E:

P

ing Countries. Its members are Algeria, Ecvador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates, and Venezuela.
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Table 7.—Employment of Nonbank Foreign Affiliates, Country by Industry of Affiliate, 1988

Manufacturing Finance
All Pri Machi Electri ‘Wholesal b(e:;:.:ept) Orth
. mn: achin- ectric olesale | banking), . ther
industries Petroleum qud and | Chemicals angry ery, and Transpor- | Other trade insu rancg: “ Services industries
Total kindred | and allied | ¢\ zopeq | except | electronic | fation | manufac- and real
products | products metals | electrical |equipment equipment | turing estate
All countries 6,403.8 296.1 4,140.8 416.7 5953 2294 562.0 676.0 804.0 8575 5044 1654 3694 927.7
Developed countries 4,406.5 1479 2,7153 2208 3649 1539 4625 3463 576.7 590.1 419.1 140.1 2809 703.3
Canada. 966.6 46.9 484.3 374 62.7 42.1 42.1 49.1 1369 1138 549 327 730 2749
Europe 2,631.9 718 1,845.0 1513 2386 94.5 368.1 259.1 3323 401.2 2830 880 1819 1625
European C ities (12) 2,470.5 60.9 1,772.6 1412 2316 91.6 353.5 243.5 3230 3882 2379 75.8 164.4 159.0
Belgi 124.3 33 91.5 7.3 197 37 14.6 14.1 ™ 153 1.7 9.7 29
Denmark 19.5 ® 100 25 8 k] *) 37 * 14 6.5 *) 20 ®)
France. 366.1 6.5 2512 16.1 320 117 63.2 517 18.6 579 614 4.8 25.5 168
Germany, Federal Republic of 5420 9.5 4170 17.0 378 256 69.7 62.9 1312 66.8 39.7 7.7 247 43.5
Greece 106 1.0 49 1.1 17 0 0 *) 0 17 20 (*) 12 1.5
Ireland 39.0 7 343 35 4.0 13 6.5 6.6 25 9.9 20 *) 13 ™)
Ttaly 235.1 53 1943 119 296 32 86.7 26.1 13.0 238 19.9 8 110 29
1 t 7.6 *) 71 [ 0 9 *) 50 *) *) 0 0
Netherland 1320 7.6 86.9 111 14.5 9.0 8.9 87 ®) ®) 15.7 50 1.7 52
Portugal 22.1 ® 138 22 29 *) ™) 59 ®) ®) 53 *) 25 ®)
Spain 155.1 9 129.1 18.2 222 5.6 7.1 206 352 20.3 124 1.5 59 53
United Kingdom 817.2 252 5326 50.3 66.5 29.6 95.5 424 88.1 160.2 517 522 69.1 804
Other Europe 1614 109 724 10.0 70 238 14.6 155 94 13.0 45.1 122 174 35
Austria 334 i0 144 12 1.1 *) 6 5.1 ®) ®) 6.3 9.1 19 6
Finland 59 ™) 1.1 0 *) 0 (*) *) 0 *) 4.2 (] *) *)
Norway 20.6 56 83 *) 7 *) ® ® 4.8 *) L5 ™)
Sweden 375 12 24.6 6.7 14 114 ® ®) ®) 9.2 *) 1.8 (6]
Switzerland 470 g 124 ® 2.1 *) 12 338 ® 19.5 26 10.6 12
Turkey 14.5 1.6 100 ®) 1.6 (*) *) 13 4.1 ®) 38 0 13 9
Other 25 *) 1.6 0 * 0 *) 0 ©) @) ™ *) *) ™)
Japan 3556 1.5 2226 89 340 59 393 254 721 370 434 112 9.3 515
Australia, New Zealand, and South Africa....ccecnness 452.4 17.8 163.4 23.2 29.6 11.5 13.0 127 353 38.1 379 82 16.7 2084
Australi 3720 10.5 1132 ®) 217 5.8 84 11.8 259 ®) 29.6 6.8 14.5 1975
New Zealand 18.8 ®) 82 ®) 14 *) 5 7 ®) ® 42 ®) ™) 29
South Africa 61.6 ®) 20 ®) 6.6 5.6 4.1 ()] ®) 149 4.1 ®) 20 8.0
Developing countries 1,969.6 130.6 1,425.5 195.9 2304 754 9.5 329.6 2273 2674 853 253 88.5 2143
Latin America and Other Western Hemisphere ......c.... 1,255.2 29.2 9709 1247 1714 61.2 679 161.2 191.1 1934 427 123 649 1352
South America 6633 209 535.1 65.5 93.8 40.1 48.6 60.0 108.2 1139 286 6.2 348 378
Argentina 67.4 35 53.5 122 15.1 15 ®) 2.1 10.3 ©) 52 7 14 32
Brazil 4259 6.0 380.0 353 58.8 260 438 493 879 783 7.1 2.6 18.3 120
Chile 145 *) 6.3 S5 20 21 0 5 0 1.1 42 ®) 6 ®)
Colombi 46.1 37 272 40 92 2.1 ®) 12 2.1 ®) 22 ®) 74 ®)
Ecuador 114 1.0 6.3 9 1.6 * 0 *) 1.0 22 1.2 ™ ™) 23
Peru 16.3 ® 5.2 12 26 ™) 0 *) 0 8 1.6 ®) *) ®)
Vi 1 716 35 511 9.1 9.0 1.5 2 53 6.7 123 6.7 *) 6.0 39
Other 101 (] 55 24 * *) *) * *) 14 ™) 0 *) ©)
Central America 551.5 59 4219 56.2 70.5 210 194 100.8 829 713 125 29 182 90.2
Mexico 461.7 2.3 397.8 46.5 65.8 20.3 19.3 99.2 829 63.9 9.9 19 15.8 339
Panama 232 ®) 22 *) N *) 0 0 1.0 1.3 * 8 ®)
Other 66.6 ®) 219 9.2 40 ™ 15 0 6.4 13 15 ®
Other Western Hemispt 404 24 140 3.0 2.1 *) 0 ™) [ 8.2 1.6 33 11.9 72
Bat 6.8 * *) 0 *) 0 0 0 0 * *) * 5.1 8
Bermuda 32 *) 0 [ 0 [1] 0 0 0 0 *) 1.6 1.1 ™)
Jamaica 52 (* 2.7 ™ *) 0 0 0 1] 1.9 ™ *) 7 1.2
Netherlands Antilles 22 *) *) *) *) *) 0 0 1] 0 * S 10 *)
Trinidad-Tobago 38 7 13 *) 1.0 0 0 0 0 *) * *) 1.0 *)
United Kingdom Islands, Caribbean ........c.cveererrsas 15 ™ ()] [} 0 0 1] (4] 0 *) *) 1.0 ™
Other 17.8 3 93 24 *) *) 0 (W] ] 6.1 *) *) 20 49
Other Africa 89.1 15.8 386 114 46 2.7 1.1 6.6 [ ®) 65 6 5.1 225
Saharan 157 4.9 6.7 . 14 ™ 11 ®) ®) ©) 14 *) 25 ™
Egypt 9.7 29 4.0 *) L1 *) 9 ®) ®) ®) 7 *) 19 *)
Libya 14 1.1 [ 0 0 0 0 [ 0 *) 0 * 0
Other 4.7 9 2.7 *) *) ™ *) ®) [ ) *) 0 6 *)
Sub-Saharan 73.3 10.9 319 10.6 32 24 *) ®) 7 ®) 52 S5 2.6 222
Liberia ) *} *) ® 0 0 0 0 9 ™ *) *) ®)
Nigeria 124 37 6.2 19 *) 0 3.1 0 *) 13 [ () J
Other ® 7.0 259 9.8 14 23 *) ®) T ®) 38 *) 20 ®)
Middle East. 91.8 50.8 168 *) 49 2.7 . 53 ®) ® 28 *) 9.8 114
Israel. 15.1 9 8.6 0 1.1 ™) (] 4.5 ®) ®) (*) 2.8 ®)
Saudi Arabia .4 ®) 59 [ 3.5 6 *) 8 [} R * *) 6.4 ®)
United Arab Emi 32 ® ™ 0 * 0 *) [ 0 * ®
Other 52 ®) 22 *) *) 1.6 *) 0 0 0 ® (o] ™) ®)
Other Asia and Pacific 533.6 349 399.3 59.7 49.5 89 297 1565 339 61.1 332 12.1 8.8 453
Hong Kong 49.7 6 278 16 1.1 14 25 8.6 [ 12.7 11.9 37 2.0 37
India 520 ® 49.7 (] 18.3 1.8 9.0 4.6 23 ®) * 0 *) ®
Indonesi 39.0 19.7 73 9 26 ™ L1 ®) 0 ®) ®) *) 14 ®)
Malaysi 64.3 2.8 544 9 14 6 10 4.1 8.5 31 1.5 ™) 24
Philippines 959 ® 730 343 79 13 *) 126 * 16.2 35 23 6 ®)
Singap 55.5 3.5 410 *) 6 a 94 27.1 14 14 4.0 9 2.1 4.1
South Korea 65.8 ® 59.2 4.0 36 5 ®) 234 ®©) ®) ®) 8 9 ®
Taiwan. 55.5 *) 46.2 1.8 49 17 43 24.8 46 4.1 35 ® 5 ®)
Thailand 33.6 ® 248 ® 19 5 ® 115 ®) 33 ®) *) ®)
Other 223 ®) 15.8 17 72 0 ™ (] ®) ® ®) ®) () ®
International 217 176 0 0 0 0 (] [ 0 0 0 0 0 10.1
Addendum: OPEC (1) 2084 717 76.8 117 13.6 920 24 10.1 1.7 175 114 9 155 26.1
L d to avoid disc) of data of individual

* Fewer than 50 employees. .
1. OPEC is the Organization of Petrol Exporting Countries. Its members are Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates, and Venezuela.
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Text continues from page 33.

their maquiladora plants. Automak-
ers also increased employment at their
other Mexican plants, in part to in-
crease production of automobiles for
export to the U.S. market. Mexi-
can automobile exports to the United
States—mostly from affiliates of U.S.
companies—grew 30 percent in 1988,

MOFA’s—In 1988, MOFA’s em-
ployed 4.8 million workers, or 74 per-
cent of total foreign affiliate employ-
ment (tables 8-10). For some pur-
poses, analysis of MOFA’s is preferable
to that of all nonbank affiliates, be-
cause MOFA’s represent operations in
which U.S. MNC’s have a controlling
interest.> In addition, more detailed
data are collected for MOFA’s than for
other affiliates.

Of countries having total affiliate
employment of more than 50,000 per-
sons, the MOFA shares were much
higher than average in Malaysia (92
percent), Canada (91 percent), and
Singapore (90 percent). The MOFA
shares were lower than average in In-
dia (20 percent), Japan (34 percent),
and South Korea (39 percent).

Employment by MOFA’s generally
followed the same industry pattern as
that of employment by all affiliates.
MOFA employment grew in all ma-
jor industries; the largest growth oc-
curred in manufacturing and “other
industries,” and the smallest growth
occurred in petroleum and wholesale
trade.

Assets

Worldwide assets of U.S. MNC’s
grew 5 percent in 1988, to $5,557 bil-
lion, after increasing 10 percent in
1986 and 12 percent in 1987. Assets
of foreign affiliates grew faster than
those of their parents for the third
consecutive year.

As mentioned earlier, increases in
affiliate assets during 1984-87 proba-
bly were affected by the rapid decline
in the value of the U.S. dollar in that
period. Affiliate assets increased 10
percent in 1985, 12 percent in 1986,
and 19 percent in 1987; rates of de-
cline in the value of the dollar during
this period were of about the same or

5. Although U.S. MNC’s often prefer to hold a con-
trolling interest in their affiliates, many considerations
could lead them to have a minority share in a foreign en-
terprise. In some cases, host governments may restrict
foreign ownership of domestic firms. In other cases,
U.S. MNC’s may acquire minority interests to share de-
signs, technology, marketing networks, or production
facilities with foreign firms.
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Table 8.—Employment of All, Majority-Owned,
and Minority-Owned Nonbank Foreign Affiliates,
by Area, 1988

Number of employees Percent
(thousands) ac-
counted
. . for by
Major- | Minor- L Y
Al | iy | e mRone
affili- | owned | owned OW)I,‘I ed
ates | affili- | affili- | oo
ates ates ates
All countries 6,403.8 | 4,768.7 | 1,635.1 74.5
Developed countries.........essnsd 4,406.5 | 3,324.9 | 1,081.6 755
Canada 966.6 | 877.7 88.9 90.8
Europe. 2,631.912,1025| 529.5 799
Of which: Germany,
Federal Republic of ..........} 541.9| 4644 715 857
United Kingdom......cconsesd 817.2} 680.0| 1372 832
Japan 3556 1192| 2364 335
Australia, New Zealand, and
S0Uth AFTICA uusessrsirssmssssssonses 4524 2255 2268 499
Developing countries.....ued 1,969.6 | 1,421.3 | 5483 2
Latin America and Other
Western Hemisphere. 12552 9229} 3323 73.5
Other Africa ... 89.1 60.8 28.3 68.2
Middle East.. 91.8 719 199 784
Other Asia and Pacil 533.6| 3657| 167.9 68.5
Of which: India... 520 10.6 414 203
South Korea .... 65.8 254 404 386
Inter 217 225 52 812

greater magnitude.® Thus, absent the

translation effects, the increases in af-
filiate assets, if any, would probably
have been much smaller. In contrast,
the dollar was relatively more stable
in 1988; thus, the growth in affiliate
assets in 1988 probably would have
been stronger if the effects of these
exchange-rate changes were excluded.

U.S. parents—Assets of U.S. par-
ents increased 4 percent, to $4,353
billion. Merger and acquisition activity
contributed tothis increase by bringing
new companies into the survey sample
and by causing parent company assets
to be revalued to reflect what the pur-
chaser paid for them, including any
premium for “goodwill.””

6. On a trade-weighted basis against the currencies
of 10 industrial countries, from December to Decem-
ber, the U.S. dollar depreciated 16 percent in 1985,
15 percent in 1986, and 17 percent in 1987; it ap-
preciated 4 percent in 1988. For assets, December-to-
December exchange-rate changes provide an approxi-
mate measure of currency translation effects because,
in accordance with the Financial Accounting Standards
Board Statement Number 52 (FASB-52), assets de-
nominated in foreign.currencies are translated using
end-of-fiscal-year rates.

7. For accounting purposes, any premium paid for an
acquired company’s assets beyond their book value is
treated as an increase in the assets of the consolidated
firm. Part of this premium represents a restatement of
the acquired company’s assets from book value to fair
market value. Any premium remaining is recorded as
“goodwill,” which is considered an amortizable, intan-
gible asset. In mergers and acquisitions between large
parent companies, billions of dollars in goodwill may be
generated. If the premium is not sufficient to raise the
assets to their fair market value, negative goodwill is
recorded.
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Roughly 60 percent of the increase
in parent company assets was in FIRE
(except banking). This increase was re-
lated to the wave of mergers and acqui-
sitions in the brokerage industry that
followed the collapse of stock prices
in October 1987. Factors prompt-
ing the mergers and acquisitions in-
cluded the acquired firms’ need for cash
and the substantial declines in their
stock prices, which made them more
attractive candidates for acquisition.
Several large transactions resulted in
new companies entering the survey
universe.

U.S. parents in manufacturing ac-
counted for most of the remaining in-
crease in assets. The largest increases
were in chemicals, foods, and “other
manufacturing.” In chemicals, most
of the increase resulted from the ac-
quisition of an MNC cosmetics manu-
facturer by a non-MNC holding com-
pany. In food, the substantial increase
resulted from the goodwill generated
when one large U.S. parent acquired
another. In “other manufacturing,” the
increases were mainly in the paper,
tobacco, and lumber industries. The
increase in paper manufacturing was
due to the expansion of production fa-
cilities and the entry of a new parent
firm into the survey universe. In to-
bacco manufacturing, the merger of a
U.S. parent in cigarette manufacturing
and a U.S. insurance company not pre-
viously in the survey universe caused
the increase in assets. In lumber
manufacturing, the increase in par-
ent assets reflected the construction of
new production facilities and a rise in
mortgage loans issued by a diversified
parent.

The increases in manufacturing and
FIRE (except banking) were partly off-
set by a decrease in petroleum. The
decrease mainly reflected the sale of
assets by two petroleum parents in
1988. One sold its department store
chain, and the other sold various assets
as part of its post-bankruptcy restruc-
turing. The previously mentioned re-
classification of a petroleum wholesal-
ing parent to finance also contributed
to the decline.

Foreign affiliates.—Assets of foreign
affiliates rose 8 percent, to $1,204 bil-
lion. Affiliates in FIRE (except bank-
ing) accounted for 58 percent of the
increase, more than one-half of which
was in the EC(12). Assets of Japanese
affiliates increased 64 percent, largely

Text continues on page 42.
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Table 9.—Selected Data for Majority-Owned Nonbank Foreign Affiliates, Major Industry and Area of Affiliate, 1987

[Millions of dollars]
Sales uU.s. Us.
Total _Total Owners’ . Net exports imports m‘;‘:{g f:‘m::
assets liabilities equity Total Goods Services income smpop;g ,;o shij 8&1\ %y ton (thousands)
All industries 860,823 507,441 353,382 815,541 718,086 97,455 84,246 74,907 65,542 105,452 4,664.2
Developed countries 642,404 399,935 242,470 674,989 601,265 73,124 40,718 61,037 44,704 91,620 3,234.6
Canada 137,855 78,870 58,984 135,474 119,417 16,057 7,008 33,856 29,890 19,955 8424
Europe 435,849 275,631 160,218 463,114 415,977 47,136 30,285 21,069 12,090 62,503 2,057.5
Japan 36,669 24,842 11,828 42,439 35,527 6,912 1,942 3,603 1,981 5,049 1116
Australia, New Zealand, and South Africa 32,031 20,592 11,440 33,963 30,344 3,619 1,483 2,508 744 4,114 2232
loping countri 206,672 102,478 104,194 136,383 116,820 19,563 13,398 13,835 20,838 13,331 1,406.1
Latin America and Other Western Hemispl 142,954 67,262 75,692 74,049 59,800 14,249 8,108 8,073 8,347 7,433 919.8
Other Africa 11,450 6,601 4,849 8,792 8,172 620 711 259 1,970 406 59.0
Middle East 12,644 7,480 5,164 9,102 7,902 1,200 459 148 239 2,711 74.9
Other Asia and Pacific 39,624 21,135 18,489 44,441 40,946 3,494 4,120 5,355 10,281 2,780 352.5
I ional 11,747 5,028 6,718 4,169 *) 4,168 130 35 ™ 501 234
Petr 148,965 89,615 59,350 167,885 161,490 6,395 6,658 2,136 2,991 8,469 2421
Developed countries 99,222 64,138 35,084 118,014 115,978 2,035 4,601 1,378 5,508 4,729 1144
Canada 25,144 11,653 13,491 18,227 17,752 474 1,312 3,395 1,244 29.6
Europe 63,872 45,542 18,330 81,569 80,241 1,329 2,798 442 ®) 2,894 61.5
Japan, © ®©) ®) 8,977 8,902 75 109 ® 2 ®) (]
Australia, New Zealand, and South Africa ®) ©) (®) 9,240 9,083 157 382 ®) ) () ®)
Developing countrie: 41,101 21,785 19,316 47,072 45,511 1,560 2,111 725 4,482 3,372 114.1
Latin America and Other Western Hemispl 10,781 4,330 6,450 17,482 16,790 692 233 382 1,092 513 246
Other Africa 9,172 5,356 3,816 6,706 6,403 303 389 136 1,603 ®) ®)
Middle East 8,580 5,522 3,058 6,052 5,846 206 318 25 146 ®) ®)
Other Asia and Pacific 12,568 6,577 5,992 16,832 16,473 359 1,171 183 1,641 472 273
I jonal 8,643 3,692 4,951 2,800 O] 2,800 ~54 33 *) 368 135
Manufacturi 302,533 163,807 138,725 388,424 377,620 10,803 25,237 53,066 47,433 66,757 3,030.5
Developed countries 257,473 142,616 114,857 337,329 326,806 10,523 20,731 43,188 34,844 59,850 2,0432
Canada 49,780 23,813 25,967 71,550 76,224 1,326 3,402 29,594 25,345 12,301 447.3
Europe 182,375 104,633 77,742 221,721 220,393 1,327 15,403 11,188 7,933 42,284 1,406.8
Japan. 14,076 7,649 6,427 17,648 15,884 1,764 1,229 1,304 1,293 2,997 64.8
Australia, New Zealand, and South Africa 11,243 6,521 4,722 14,410 14,305 106 697 1,103 273 2,277 1244
Developing i 45,059 21,191 23,868 51,094 50,814 280 4,506 9,877 12,589 X 987.3
Latin America and Other Western Hemisph 31,273 16,000 15,273 35,008 34,749 260 2,516 6,171 5,919 5,237 702.1
Other Africa 795 432 363 926 923 3 158 81 87 222
Middle East. 551 281 270 431 426 5 8 41 ®) 110 6.0
Other Asia and Pacific 12,440 4,478 7,962 14,129 14,717 12 1,823 3,584 ®) 1,464 2570
Wholesale trade. 88,377 55,104 33,273 157,920 147,934 9,985 6,966 18,528 6,550 13,461
Developed i 77,075 48,715 28,359 141,650 132, 8,985 5910 15941 3,847 12,297 3762
Canada 7,303 4,467 2,836 11,251 10,528 723 375 3,097 716 1,224 469
Europe 58,828 36,965 21,863 112,731 105,940 6,791 4910 9,207 2,156 9,209 2640
Japan 6,422 4,337 2,085 11,231 10,522 709 468 2,280 685 1,107 28.7
Australia, New Zealand, and South Africa 4,522 2,947 1,575 6,438 5,675 763 157 1,357 290 758 36.7
Developing i 11,302 6,388 4,914 16,269 15,269 1,000 1,055 2,587 2,703 1,163 758
Latin America and Other Western Hemispt 5413 3,021 2,392 5872 5,447 426 453 1,014 535 516 40.3
Other Africa 273 223 50 302 270 33 -21 11 4 50 4.6
Middle East. 465 191 274 622 488 134 37 71 ®) 83 23
Other Asia and Pacific 5,151 2,953 2,198 9473 9,065 408 587 1,491 ®) 514 286
Finance (except banking), i and real estate 258,999 161,451 97,548 38,718 268 450 12,214 29 * 3,576 109.0
Developed countries 164,324 116,800 47,525 26,448 224 26,22: 7,236 24 * 3314 29
Canada 39,894 30,119 9,775 8,575 1 8,574 1,178 ™) 0 851 29.3
Europe 106,326 72,572 33,755 13,144 222 12,922 5,155 24 *) 1,897 482
Japan 11,973 9,613 2,360 3,611 1 3,610 157 *) *) 415 8.6
Australia, New Zealand, and South Africa 6,131 4,496 1,635 1,118 1 1,117 146 0 0 152 6.8
Developing countrie: 94,675 44,652 50,023 12,270 44 12,226 4,978 5 *) 262 16.1
Latin America and Other Western Hemispl 87,063 40,237 46,826 10,776 37 10,739 4,517 2 0 142 8.9
Other Africa 673 206 467 42 0 42 63 0 [1] 3 3
Middle East 1,288 333 955 86 0 86 0 6 2
Other Asia and Pacific 5,651 3,875 1,776 1,365 7 1,358 311 4 ™ m 6.7
Servi 27,198 16,863 10,331 26,896 1,624 25,272 1,817 261 53 6,536 285.3
Developed countries 22914 14,576 8,339 23,420 1,253 22,167 1,450 125 ®) 5,676 2155
Canada 3,321 1,889 1,431 2,602 150 2,452 148 13 4 706. 45.5
Europe 17,642 11,134 6,508 18,741 1,086 17,655 1,324 108 ®) 4,367 146.7
Japan 632 555 77 693 *) 693 ~16 *) 0 274 54
Australia, New Zealand, and South Africa 1,319 997 323 1,384 18 1,366 -6 3 0 329 17.9
Developing i 4,280 2,288 1,992 3,476 370 3,106 366 136 ® 861 698
Latin America and Other Western Hemisph 2,594 1,168 1,427 2,197 331 1,866 307 121 ®) 537 515
Other Africa 201 118 82 233 4 228 19 ® [ 23 49
Middle East 914 612 302 555 17 538 26 6 *) 196 78
Other Asia and Pacific 5N 390 181 491 18 474 15 9 0 104 55
Other industries 34,754 20,600 14,154 35,698 29,149 6,549 1,355 887 1,516 6,652 5453
Developed i 21,396 13,090 ,30 28,128 24,33 ,790 788 382 ®) 5,744 3925
Canada 12,413 6,929 5484 17,269 14,762 2,508 592 ) 430 3,629 2439
Europe 6,306 4,785 2,020 9,208 8,096 1,112 95 100 38 1,852 1243
Japan ©) 265 67 278 218 60 -5 ©) * O ©
Australia, New Zealand, and South Africa ®) 1,110 734 1,373 1,263 110 106 (@] ®
Developing ! 10,254 6,175 4,080 6,202 4,811 1,391 382 504 774 143
Latin America and Other Western Hemisph 5,829 2,506 3,323 2,713 2,446 266 83 383 ®) 488 923
Other Africa 335 265 70 583 572 11 103 31 ®) ®)
Middle East. 846 541 306 1,355 1,125 230 -18 5 ™ ® ©)
Other Asia and Pacific 3244 2,863 381 1,551 668 883 213 85 68 115 274
I ional 3,104 1,336 1,768 1,368 0 1,368 185 2 0 133 929

P Supp d to avoid discl of data of individual
* Less than $500,000.
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Table 10.—Selected Data for Majority-Owned Nonbank Foreign Affiliates, Major Industry and Area of Affiliate, 1988
[Millions of dollars)
Sales uUs. us.
Total _Total Owners’ . Net exports imports i’:‘n‘;:g:; I:.:';t;‘;:sf
assets Habilides equity Total Goods Services Income sﬂ‘(’)‘?‘g,‘: Slg,‘%};ggy tion (thousands)
All industries 951,834 583,377 368,457 928,417 817271 111,147 66,670 90,916 76,042 117,420 4,768.7
Developed countries 737,256 478,689 258,567 773,601 687,003 86,598 51,606 73,757 52,991 102,087 3,3249
Canada 160,922 8, 62,421 156,300 138,988 17,312 8,114 38,080 36,186 22,006 8717
Europe 486,930 317,380 169,551 $25,138 469,510 55,628 38,896 27,750 13,220 68,961 2,102.5
Japan 425 37,667 12,758 53,382 44,033 9,3 2,325 5,092 2,178 6,207 119.2
Australia, New Zealand, and South Africa 38,979 25,142 13,838 38,781 34,472 4,308 2,271 2,836 1,406 4913 2255
loping countri 203,596 100,278 103,318 149,937 130,267 19,669 14,669 17,087 ®) 14,888 1,421.3
Latin America and Other Western Hemisph 139,511 63,259 76,252 83422 69,853 13,568 8,496 9,596 10,237 8,447 9229
Other Africa 10,206 6,448 3,758 8,307 7,642 665 867 429 1,830 434 60.8
Middle East 10,895 6,103 4,792 7,902 6,686 1,216 616 190 ®) 2,731 719
Other Asia and Pacific 42,984 24,467 18,516 50,306 46,086 4,220 4,690 6,872 ® 3,276 365.7
I ional 10,981 4,410 6,572 4,879 * 4,879 395 72 ®) 446 225
Pel 151,005 93,270 57,735 166,090 158,649 7,441 7,678 2,349 9,140 8,872 2534
Developed 105,626 ,490 37,136 116,833 114,173 2,660 5,369 1,070 5,280 5,092 1234
Canada 30,585 17,463 13,122 17,785 17,217 508 1,069 72 3,574 1,483 442
Europe 63,074 43,340 19,734 80,275 78,475 1,799 3,333 887 -®) 2,817 60.4
Japan 3,589 2,600 989 9,938 9,760 178 365 ®) 2 ®) ®)
Australia, New Zealand, and South Africa 8,378 5,088 3,291 8,835 8,661 175 601 ® ® ®) ®)
loping i 37,452 21,538 15914 46,087 44,476 1,611 2,219 1,210 ®) 3,486 1170
Latin America and Other Western Hemisph 9,225 4,019 5,206 18,001 17,354 647 486 649 1,638 51 258
Other Africa 8,041 5273 2,769 6,034 5,723 31 335 254 ®) ® ®)
Middle East 7,096 4,494 2,603 5,483 5,261 222 353 20 207 ) ®)
Other Asia and Pacific 13,090 7,753 5337 16,569 16,138 430 1,045 287 618 520 288
I ional 7927 3,242 4, 3,170 (] 3,170 %0 70 ® 294 13.0
Manufacturi 325,235 178,602 146,633 | 464,112 451,104 13,007 32,818 63,237 57,7114 74,407 3,063.7
Developed 275,676 155,087 120,590 401,830 389,254 12,576 26,895 51,782 42,549 66,299 2,076.3
Canada 57,094 28,165 28,928 93,658 92,039 1,619 ,501 34,282 30,926 13,832 4604
Europe 190,329 111,108 79.221 269,051 260,486 8,565 20,078 14,619 9,546 46,268 1,425.3
Japan, 15,165 8,543 6,622 21,525 19,281 2,244 1,148 1,592 1,491 3,575 6384
Australia, New Zealand, and South Africa 13,088 7,270 5,818 17,597 17,449 149 1,168 1,288 586 2,625 1222
Developing countri 49,559 23,516 26,043 62,281 61,850 431 5,923 11,456 15,165 8,108 987.3
Latin America and Other Western Hemisph 34,453 ,309 17,144 42,601 42,192 409 3,545 7,032 7,018 6,104 697.6
Other Africa 842 470 371 1,106 1,103 4 220 116 ®) 93 236
Middle East 637 322 316 510 505 5 32 31 ®) 138 58
Other Asia and Pacific 13,626 5414 8212 18,063 18,050 13 2,125 4,277 ®) 1,773 260.4
Wholesale trade. 95,909 61,469 34,441 184,524 173,075 11,448 7,989 23,782 7,286 15,268 462.6
Developed countries 83,466 54,612 28,854 164,533 154,256 10,277 6,607 20,123 4,282 14,008 3874
Canada 7,880 4,782 ,098 13,430 12,636 795 574 3,388 1,007 1,341 47.1
Europe 60,948 39,613 21,335 122,751 ® ®) 5,096 11,850 1,933 10,428 2735
Japan 8,435 ,902 2,533 15,419 ®) ® 627 3,401 684 1,331 293
Australia, New Zealand, and South Africa 6,203 4,315 1,888 7,933 6,859 1,074 310 1,484 658 908 37.5
Developing d 12,443 6,857 5,587 19,991 18,819 1,172 1,382 3,659 3,004 1,260 152
Latin America and Other Western Hemispt 5,751 3,132 2,619 7,527 7,031 496 526 1,327 764 552 369
Other Africa 313 200 113 340 302 37 -36 15 4 45 53
Middle East 485 201 284 705 547 158 48 124 ® 80 23
Other Asia and Pacific 5,895 3324 2,571 11,419 10,939 480 844 2,193 ® 583 30.7
Finance (except banking), i and real estate. 314,354 | 209,524 104,831 43,871 401 43,470 14,522 68 ® 4,534 1230
Developed i 225,230 169,710 55,520 31,982 117 31,864 10,176 ®) ®) 4,257 104.7
Canada 49,574 39,126 10,449 9,665 1 9,664 1,173 1 0 952 308
Europe 146,199 105,190 41,009 15,963 110 15,853 8,774 18 ® 2,432 55.8
Japan 22,122 19,679 2,443 5,153 6 5,147 158 ©) 1 684 10.8
Australia, New Zealand, and South Africa 7,335 5,716 1,619 1,201 1 1,200 70 0 [ 188 7.3
Developing i 89,125 39,813 49,311 11,890 284 11,606 4,346 ®) (] 277 183
Latin America and Other Western Hemispt 81,122 34,857 ,264 10,051 ®) ®) 3,506 ®©) ® 143 94
Other Africa 468 203 265 46 0 46 260 0 0 4 3
Middle East. 1,289 293 996 75 0 75 151 [ [ 6 2
Other Asia and Pacific 6,246 4,460 1,786 1,718 ®) ®) 428 ® (*) 125 84
Servi 30,801 20,036 10,765 31,199 1,885 29,314 1,974 321 63 7,415 302.5
Developed countries 26,045 17,596 8,449 27,342 1415 25,927 1,630 160 7 6,466 2330
Canada 4,543 2,763 1,780 3,310 243 3,067 242 31 5 916 59.8
Europe 19,250 12,960 6,290 21,507 1,154 20,354 1,370 123 2 4,872 1523
Japan 770 656 114 999 0 999 25 1 0 309 6.5
Australia, New Zealand, and South Africa 1,483 1,217 265 1,526 19 1,508 -6 5 0 369 144
Developing i 4,756 2,440 2,315 3,857 470 3,387 344 161 56 950 69.5
Latin America and Other Western Hemispt 3,033 1,338 1,694 2,359 ® ®) 293 129 56 598 52.5
Other Africa 217 116 102 258 4 254 17 * 0 25 4.7
Middle East 778 456 322 61t 26 585 36 ®) *) 199 6.8
Other Asia and Pacific 728 530 198 629 ®) ®) -2 ®) 0 128 5.5
Other industries 34,529 20,476 14,053 38,622 32,156 6,466 1,689 1,159 ®) 6,925 5635
Developed 21,213 13,194 8,019 31,081 27,788 3,294 929 ) ®) 5,965 400.1
Canada 11,246 6,201 5,044 18,452 16,794 1,658 554 306 674 3,482 235.5
Europe 7,130 5,169 1,961 10,593 ®) ®) 245 253 ®) 2,145 135.2
Japan 344 288 57 348 © ©) 2 © *) © ®
Australia, New Zealand, and South Africa 2,492 1,536 956 1,688 1,485 204 128 ® ® ®) ®
loping countri 10,262 6,115 4,147 5,831 4,368 1,463 455 ® ®) 800 1539
Latin America and Other Western Hemisph 5,928 2,604 3,325 2,883 2,583 300 140 ®) ® 538 100.6
Other Africa 325 187 138 523 511 12 70 4 ® ®) ®)
Middle East 610 338 2n 517 346 172 -4 ®) ™ ® ®)
Other Asia and Pacific 3,399 2,986 412 1,908 930 979 248 ®) ®) 149 319
1 ional 3,055 1,167 1,888 1,709 0 1,709 305 2 0 152 9.5

D Suppressed to avoid disclosure of data of individual companies.

* Less than $500,000.
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Text continues from page 39.

in response to a brokerage firm’s ex-
pansion following its 1987 admission to
the Tokyo Stock Exchange. In Canada,
assets of affiliates in FIRE (except
banking) were boosted by the acquisi-
tion of a major Canadian real estate
developer by a U.S. parent.

Assets of manufacturing affiliates
also increased substantially; the largest
increases were in Japan, “other Asia
and Pacific,” Latin America, and
Canada. In Japan and “other Asia and
Pacific,” minority-owned firms were re-
sponsible for virtually all of the in-
crease. In Latin America, assets of
manufacturing affiliates increased 10
percent—the most rapid increase since
this survey began in 1983. The con-
struction of new facilities and the
expansion of existing ones in Chile
and Brazil accounted for a significant
part of the increase. In Chile, one
of the largest new ventures was fi-
nanced through the Chilean Govern-
ment’s debt-for-equity-swap plan.® In
Canada, the stock of plant and equip-
ment grew rapidly as many new affil-
iates were established and as existing
affiliates expanded capacity.

U.S. merchandise trade

U.S. merchandise exports and im-
ports associated with U.S. MNC’s in-

creased in 1988 for the second consec-
utive year (table 11). Unlike in 1987,
however, MNC-associated U.S. exports
grew faster than MNC-associated U.S.
imports. Exports—the sum of goods
shipped to affiliates by all U.S. per-
sons and goods shipped to unaffiliated
foreigners by U.S. parents—increased
20 percent, to $215 billion. Imports—
the sum of goods shipped by affili-
ates to all U.S. persons and goods
shipped by unaffiliated foreigners to
U.S. parents—increased 8 percent, to
$180 billion.

The increase in MNC-associated ex-
ports was fairly evenly split between
exports shipped to affiliates and those
shipped to unaffiliated foreigners. Par-
ents in manufacturing and wholesale
trade were responsible for nearly all of
the increase. U.S. exports associated
with MNC’s accounted for 67 percent

8. Under this plan, private foreign investors have
been able to purchase Chilean Government debt from
the original lenders at a discount and then redeem the
debt at the Chilean central bank at a rate closer to its
face value. In most cases, the currency earned must
then be invested in local businesses.
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Table 11.—U.S. Merchandise Exports and Imports
Associated With Nonbank U.S. MNC’s, 1987 and
1988

[Millions of dollars]

1987 1988

MNC-associated U.S. exports, total.
Shipped to affiliates ! ........
To majority-owned forcxgn aff hate

By uU.s. parents.

By unaffiliated U.S. persons...

178,898
78,887
74,907
65,248

9,659
3,980

100,011

166,423
75937
65,542
55,867

9,675
10,395

90,486

215,392
95,027
90,916
78,336
12,579

4,112

120,365

179,543
87,156
76,042
65,881
10,161
11,114

92,387

To other affiliates ?......
Shipped to unaffiliated fomgners by U.S.

parents

MNC-associated U.S, imports, total
Shipped by affiliates ! vocermscorrsssnn

To unaffiliated U.S. persons...

By other affiliates 2.. e
Shipped by unaffi llated forclgners to US.

parents

1. As reported on foreign affiliates’ forms.

2. In the annual survey, U.S. exports shipped to minority-owned
foreign affiliates were not disaggregated by affiliation of shipper, and
U.S. “imports shipped by minority-owned foreign affiliates were not
disaggregated by affiliation of person to whom the goods were shipped.

MNC Multinational company,

of total U.S. merchandise exports in
1988.°

Imports shipped by affiliates to their
U.S. parents accounted for more than
four-fifths of the total increase in
MNC-associated imports. Imports
shipped to U.S. parents in manufac-
turing more than accounted for the
increase, which was partly offset by a
decline in imports shipped to parents
in petroleum. U.S. imports associated
with MNC’s accounted for 41 percent
of total U.S. merchandise imports in
1988.10

Sales

Sales by U.S. MNC’s increased 7
percent, to $4,022 billion, after an 8-
percent increase in 1987. Affiliates’
sales grew faster than those of their
parents—14 percent, compared with
5 percent—and accounted for most of
the overall increase. As was the case
with assets, the increase in affiliates’
sales in 1988 might have been signif-
icantly larger were it not for currency
translation effects.!!

9. The data on total U.S. exports, including reexports
and military grant shipments, used in this comparison
are on a Census basis.

10. The data on total U.S. imports used in this
comparison are on a Census Bureau basis.

11. On a trade-weighted basis against the currencies
of 10 industrial countries, the average monthly value of
the U.S. dollar declined 14 percent in 1987 and 4 per-
cent in 1988. For affiliate sales, unlike for their assets,
average monthly exchange rates provide an appropri-
ate measure of currency translation effects, because,
in accordance with FASB-52, sales denominated in for-
eign currencies are translated using weighted average
exchange rates for the year.
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Sales by U.S. parents increased 5
percent, to $2,827 billion. Increases
were widespread by industry; the only
significant decline occurred in petro-
leum. Manufacturing parents ac-
counted for two-thirds of the increase;
the largest increases occurred in trans-
portation equipment, chemicals, non-
electrical machinery, and “other man-
ufacturing.” In transportation equip-
ment, the increase was largely due
to the consolidation of U.S. automak-
ers and their -domestic finance sub-
sidiaries in accordance with FASB-
9. In chemicals, sales growth
was widespread as a result of ris-
ing demand. In nonelectrical machin-
ery, computer manufacturers had the
largest increase; however, the rate of
growth was faster in farm equipment
manufacturing—because of rising agri-
cultural exports—and in construction
equipment manufacturing—because of
rising U.S. home sales. In “other
manufacturing,” U.S. parents in in-
struments and related products, pa-
per, and lumber had the largest sales
increases. In instruments, a domes-
tic finance subsidiary was consolidated
with its parent firm. In paper and lum-
ber, the increases reflected favorable
markets. In petroleum, the decline re-
sulted from the previously mentioned
divestments of assets.

Sales by foreign affiliates grew 14
percent, to $1,194 billion. Manufactur-
ing affiliates had the largest and most
rapid sales growth. Sales by affiliates
in wholesale trade and services also in-
creased substantially. In these three
industries, sales increased worldwide,
but growth was particularly rapid in
Southeast Asia, Latin America, and
Canada.

In manufacturing, well over one-half
of the increase by Japanese affiliates
was generated by minority-owned auto
manufacturing affiliates; in addition, a
computer manufacturing affiliate sub-
stantially increased its local sales. In
“other Asia and Pacific,” most of the
rise in sales resulted from affiliates’

The divergent effects of currency translation on af-
filiate assets and sales in 1988 reflected differences
between the movements in December-to-December and
average monthly exchange rates. During 198788, the
dollar reached its lowest value in December 1987; thus,
the December-to-December comparison used for assets
showed the dollar appreciating. However, the dollar’s
average value for the year, used for sales, was higher
in 1988,

Although these changes in exchange rates probably
boosted affiliates’ sales in both 1987 and 1988, the effect
was proportionately larger in 1987,



June 1990

worldwide exports of computer equip-
ment and semiconductors. In Latin
America, local sales of automobiles,
computers, and food products largely
accounted for the increase. In Canada,
rising transportation equipment sales
in both the domestic and U.S. mar-
kets accounted for nearly one-half of
the increase.

In wholesale trade, the increase
in sales by Japanese affiliates was
mostly generated by wholesalers of au-
tomobiles, computers, and nondurable
goods—chiefly, cigarettes. Increases in
“other Asia and Pacific” were concen-
trated in Hong Kong; they reflected
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increased non local sales by affiliates
engaged in marketing products pro-
duced in Southeast Asia, such as toys,
tropical fruits, and tires. In Latin
America, non local sales by commodity
brokers in the Caribbean and by agri-
cultural brokers and computer manu-
facturers in Central and South Amer-
ica accounted for much of the sales
increase.

In services, sales by affiliates grew
most rapidly in Japan and Canada.
The increased sales reflected new in-
vestments in the motion picture indus-
try in both countries. Rising sales by a
Japanese film processing affiliate and
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the establishment of a Canadian archi-
tectural affiliate also contributed to the
increases.

Petroleum was the only major in-
dustry in which affiliates’ sales fell.
Most of the decline was in Europe;
it resulted from the divestiture of a
large West German petroleum affili-
ate and from widespread overcapacity
in the European oil refining indus-
try. In most other areas, declines
reflected falling oil prices resulting
from overproduction in some OPEC
countries.

Sales of services.—The remainder of
this section deals with sales of services

Table 12.—Sales of Goods and Services by Nonbank U.S. Parents and Foreign Affiliates, 1986-88

Millions of dollars Services as a percentage
of to
1986 1987 1988
Total Goods Services Total Goods Services Total Goods Services 1986 | 1987 1988
U.S. parents.

All nonbank parents of nonbank affiliates, 2,554,439 | 1,837,048 707,391 | 2,689,227 | 1,926433 762,793 | 2,827,223 2,017,559 809,664 277 284 28.6
To U.S. persons na. n.a. 692,779 na, na. 748,857 na. na. 789,505 na. na. na,
To foreign persons. na. na. 14,612 na. na. 13,936 n.a. na. 20,160 na. na. na,

To foreign affiliates. na. na. 4,784 na. na. 3,597 na. na. 4217 na. na. na.
To other foreign persons. na. na. 9,828 na. na. 10,339 na. na. 15,883 na. na. na.
Foreign affiliates
All nonbank affiliates of nonbank parents. 928,915 na. na. { 1,052,795 na. na. | 1,194,816 na. na. na n.a na.
Aajoril ned affiliates 720,069 637,447 82,622 815,541 718,086 97455 928,417 817,271 111,147 115 119 120
To affiliated persons 171,329 151,718 19,611 198,868 175,958 22910 226,929 202,903 24,026 114 11.5 10.6
To unaffiliated persons. 548,740 485,729 63,011 ] . 616,673 542,128 74,545 701,488 614,367 87,121 115 121 124
To U.S. persons 79,979 70,205 9,774 88,922 78,479 10,444 101,239 90,826 10413 122 117 103
To U.S. parents 66,639 58,722 7916 73,761 65,352 8,409 82,186 74,143 8,042 119 114 9.8
To unaffiliated U.S. persons 13,340 11,483 1,857 15,161 13,127 2,035 19,053 16,682 231 139 134 124
To foreign persons. 640,091 567,242 72,849 726,618 639,607 87,011 827,178 726,445 100,733 114 120 122
To oxher foreign affiliates 140,691 92,996 11,695 125,107 110,606 14,501 144,744 128,760 15,983 83 11.6 110
To unaffiliated foreign persons. 535,400 474,246 61,154 601,511 529,001 72,510 682,435 597,685 84,750 11.4 12.4 124
Local sales 471,775 411,038 60,737 539,375 466,694 72,681 606,837 521,408 85429 129 13.5 4.1
To other foreign affiliates 21,355 16,468 4,887 25,725 20,252 5473 31,113 24,332 6,781 229 21.3 21.8
To unaffiliated foreig 450,420 394,570 55,850 513,650 446482 | 67,208 575,724 497,076 78,648 124 13.1 13.7
Sales to other i 168,315 156,204 12,111 187,244 172913 14,331 220,341 205,037 15,304 72 77 69
To other foreign affiliates 83,335 76,528 6,808 99,382 90,354 9,028 113,631 104,429 9,202 8.2 9.1 8.1
To unaffiliated forei 84,980 79,676 5,303 87,862 82,560 5,302 106,710 100,608 6,102 6.2 60 57
Mi ed affiliates 208,846 na, na. 237,254 na. n.a, 266,399 na. n.a. na. na. na.
Percent change from previous year
U.S. parents

All nonbank parents of nonbank affiliates -12 -6.4 134 53 49 78 5.1 4.1 6.1
To U.S. persons na. na. 144 na. na. 8.1 na. na, 54
To foreign persons. na. na, ~20.7 na. n.a. —4.6 na. na. 447

To foreign affiliates. na. na. 17.5 n.a. na. =248 n.a. na. 189
To other foreign persons na. na. =315 na. na. 52 na. na. 536
Foreign affiliates

Al k affiliates of k parents. 37 n.a. na. 133 n.a n.a. 13.5 n.a. n.a,

Majority-owned affitiates 25 6 19.1 133 127 18.0 13.8 13.8 14.0
To affiliated persons. -1 -20 174 16.1 16.0 16.8 14.1 153 49

To unaffiliated persons 33 15 19.6 124 116 18.3 138 133 169

To U.S. persons -10.2 -114 -3 112 118 69 13.9 157 -3
To U.S, parents -10.8 -120 -1.6 107 11.3 6.2 114 13.5 -44

To unaffiliated U.S. persons -6.8 -8.5 56 137 14.3 9.6 257 271 16.5

To foreign persons. 43 23 24 135 12.8 194 13.8 13.6 15.8
To other foreign affiliates 45.3 55 356 ~11.1 189 240 157 164 102

To unaffiliated foreign persons 36 13 20.1 123 11.5 18.6 13.5 13.0 169

Local sales 32 33 195 14.3 13.5 197 12.5 117 17.5

To other foreign affiliates -10.1 -15.1 11.8 20.5 230 120 209 20.1 239

To unaffiliated 6.0 43 20.2 140 13.1 203 121 113 170

Sales to other i 1.9 -2 393 112 10.7 183 17.7 18.6 6.3

To other foreign affiliates 14.1 112 60.1 19.3 18.1 326 14.3 15.6 1.9

To unaffiliated ~7.8 -9.1 194 34 3.6 *) 215 219 15.1
Minority-owned affiliates 84 na. na. 136 na. na. 123 na. n.a.

n.a. Not available.
# Less than 0.05 percent (£).
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by U.S. MNC’s.!? The collection of in-
formation on such sales is part of a
larger BEA effort to improve and ex-
pand the information it provides on
international sales of services.

Of the $2,827 billion in sales by non-
bank U.S. parent companies in 1988,
goods accounted for 71 percent, and
services for 29 percent (table 12).13 Of
the $928 billion in sales by MOFA’s,

12. For purposes of distributing sales between goods
and services, “services” are defined as activities char-
acteristic of a particular group of industries: The
“services” division of the Standard Industrial Classi-
fication, petroleum services, FIRE (except banking),
agricultural services, metal mining services, and trans-
portation, communication, and public utilities. A parent
or affiliate need not be classified in one of these in-
dustries to have sales of services; in fact, a significant
portion of sales of services is accounted for by entities
in manufacturing and other goods-producing industries
that sell services as a secondary activity. Additional
details on the methodology underlying BEA’s data on
sales of services by MNC’s are in “U.S. Sales of Services
to Foreigners,” SURVEY OF CURRENT BUSINESS 67 (January
1987): 22~41.

13. In examining U.S. parent sales of goods in table
12, it should be noted that parent sales of goods to for-
eign persons (which are not separately available) and
U.S. parent merchandise exports (shown in table 11)
are similar, but not conceptually identical. The major
difference between them is that sales are recorded on
the basis of the location of the person to whom the sales
are charged and merchandise exports are recorded on
the basis of the location of the person to whom the goods
are shipped. Although the two locations usually are the
same, goods are sometimes charged to a person in one
country but shipped to a person in another. The time
of recording a transaction may also differ between the
two measures, because goods may not be charged in the
same period that they are shipped. Further differences
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goods accounted for 88 percent, and
services for 12 percent.

Of total U.S. parent sales of ser-
vices to foreigners, 77 percent were
to unaffiliated foreigners. These sales
increased 54 percent in 1988, to $16
billion. Most of the increase occurred
in services industries, chiefly business
information services, brokerage, insur-
ance, air travel, and telecommunica-
tions. However, some of the fastest
growth occurred in manufacturing in-
dustries, where exports of services are
less common. The growth largely re-
flected a new U.S. venture by a chem-
ical manufacturing parent to supply
services to the petroleum processing in-
dustry at home and abroad and the
acquisition of a U.S. international engi-
neering services firm by a construction
equipment manufacturer.

Sales of services by parent compa-
nies to U.S. persons increased much
less rapidly—only 5 percent—in 1988.
Parent companies in FIRE (except
banking) accounted for a large share—
37 percent—of the total increase,
mainly because of the previously men-
tioned mergers and acquisitions. A
related increase occurred in manufac-

may arise because of differences in the sources compa-
nies use to compile the data: Sales usually are compiled
on the basis of accounting records, whereas merchan-
dise exports usually are compiled on the basis of export
declarations or other shipping documents.
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turing; it reflected the consolidation of
an electronic equipment manufacturer
and its domestic finance subsidiary in
accordance with FASB-94. Much of
the remaining increase occurred in var-
ious services industries; one of the
largest increases resulted from the en-
try of a new U.S. parent company into
the survey universe when a regional
telephone company acquired its first
foreign affiliate.

For MOFA’s, sales of services in-
creased 14 percent. However, the
services share of total MOFA sales
remained virtually unchanged at 12
percent. In the 4 previous years, in
contrast, sales of services grew faster

than sales of goods, and services’ share
of total MOFA sales increased.

Sales to unaffiliated foreign (non-
U.S.) persons accounted for nearly all
of the increase in sales of services
by MOFA’s. MOFA’s in FIRE (except
banking), services, wholesale trade,
and manufacturing had the largest in-
creases. In FIRE (except banking), the
increase reflected the previously men-
tioned acquisition of a Canadian real
estate firm and rising foreign sales by
MOFA’s in life insurance. In services,
it reflected the establishment of new
advertising affiliates in the EC(12). In
both wholesale trade and manufactur-
ing, affiliates of computer companies
increased their sales of user-support
services.



By JEFFREY H. LOWE

Gross Product of U.S. Affiliates of Foreign Companies, 1977-87

THIS article presents estimates of
gross product (value added) of nonbank
U.S. affiliates of foreign companies—
the affiliates’ contribution to U.S. gross
domestic product (GDP)—for 1977-
87.! Gross product is an economic
accounting measure of production. For
an individual business, it can be de-
fined as sales plus inventory change,
less purchases from other businesses.
Thus, it measures value added by the
business. It can also be defined as the
sum of income from current production
plus certain nonfactor charges. For
affiliates, the major types of income
are employee compensation, profit-type
return, and net interest; nonfactor
charges are indirect business taxes
and capital consumption allowances.
The estimates presented in this arti-
cle were prepared by summing these
items.

Estimates of affiliate gross product
are useful in measuring the size and
economic impact of affiliates on the
U.S. economy as a whole and on in-
dividual U.S. industries. Although
sales by affiliates can also be used
to measure this impact, gross prod-
uct is a preferable measure for some
purposes. Gross product indicates the
extent to which affiliates’ sales result
from their own production rather than
from production that originates else-
where, whereas sales data do not dis-
tinguish between these two sources of
production. In addition, gross prod-
uct estimates measure the value added
to the economy by affiliates in a spe-
cific time period. In contrast, sales in
a given period may represent produc-
tion of earlier periods, that is, out of
inventory.

The gross product estimates, while
useful measures of U.S. GDP at-

1. A US. affiliate is a U.S. business enterprise in
which a single foreign person owns or controls, directly
or indirectly, 10 percent or more of the voting securities
of an incorporated business enterprise or the equivalent
interest in an unincorporated business enterprise.

tributable to firms in which there is
foreign direct investment, are subject
to several limitations or qualifications.
Movements in affiliate gross product
reflect acquisitions of existing U.S.
businesses, as well as the establish-
ment of new affiliates and changes in
production by existing affiliates. Thus,
an increase in affiliate gross product
may not represent an increase in U.S.
GDP; rather, it may simply represent
a shift in the ownership or control of
productive resources that would have
contributed to GDP in any event.? Fur-
thermore, because the estimates are in
current dollars, they reflect changes in
prices as well as changes in real out-
put. Finally, it should be emphasized
that not all of the factors of production
that generate affiliate gross product
are foreign owned. The largest share
of affiliate gross product is accounted
for by employee compensation, almost
all of which accrues to U.S. workers,
and some of the profit-type return of
affiliates that are not wholly owned by
foreign direct investors accrues to U.S.
owners.

The remainder of this article is di-
vided into three sections. The first
reviews the growth and distribution
from 1977 to 1987 of U.S. affiliate
gross product by industry of affiliate,
by country of ultimate beneficial owner
(UBO), and by component.® The sec-

2. Because data on U.S. affiliates are reported to
BEA on a consolidated basis, it is not possible to iso-
late increases in gross product due to acquisitions from
increases due to other factors. When a U.S. business
enterprise is acquired by an existing U.S. affiliate, data
for the acquired entity are consolidated with those of
the existing affiliate and cannot be separately identi-
fied. It should be noted that although the primary effect
of the acquisition of an existing business enterprise is
merely a shift in ownership, secondary effects on U.S,
GDP may occur. For example, some or all of any funds
that were brought into the United States from abroad
and transferred to the previous owners may be used
for investment in the United States, or the new owners
may utilize resources more or less efficiently than the
previous ones. Data needed to gauge such secondary
effects are unavailable.

3. The UBO is that person, proceeding up a U.S. affil-
iate’s ownership chain beginning with and including the
foreign parent, that is not owned more than 50 percent
by another person.

ond compares the level, growth, and
composition of affiliate gross product
with those of all-U.S.-business gross
product, as measured in the national
income and product accounts (NIPA’s).
The third illustrates how gross prod-
uct data, together with other data on
U.S. affiliates’ operations, can be used
to analyze the structure of affiliates’
production. A technical note at the end
of the article discusses data sources,
estimation procedures, and conceptual

differences between the components of
U.S. affiliate and NIPA gross product.

Growth and Distribution of
U.S. Affiliate Gross Product,
1977-87

Overview

Gross product of U.S. affiliates grew
from $35.2 billion in 1977 to $151.9
billion in 1987 (table 1). The average
annual growth rate during this period
was 16 percent. Affiliate gross prod-
uct grew much more rapidly during
1977-81, although from a smaller base,
than during 1981-87—an average an-
nual rate of 29 percent, compared with
7 percent. The faster growth in the
earlier period may have reflected sev-
eral factors. First, during that period,
U.S. companies were being acquired
by foreigners at a rapid pace. After
slowing in 1982-83, the pace and the
size of acquisitions picked up again in
1984. However, after 1981, disinvest-
ment increased, as some of the acquisi-
tions made earlier proved unprofitable
and as foreign parents sold off un-
wanted divisions of recently acquired
affiliates.*

4. The pattern of rapid growth during 1977-81 fol-
lowed by slower growth from 1981-87 is also reflected
in other measures of foreign direct investment in the
United States. For example, sales by affiliates grew at
an average annual rate of 27 percent in 1977-81 and
8 percent in 1981-87. The respective growth rates for
assets were 30 percent and 15 percent; for employment,
19 percent and 5 percent; and, for the foreign direct in-
vestment position in the United States, 33 percent and
16 percent. 45
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Second, growth in affiliate gross
product slowed considerably in 1982
because of the worldwide economic re-
cession. Slack demand led to sharp
declines in production by existing af-
filiates, and slow recovery overseas
limited foreigners’ ability to make new
investments.

Third, inflation rates in the United
States were higher during 1977-81
than after 1981. (As noted earlier, the
estimates are in current dollars and
thus reflect price changes as well as
changes in real output.)

Finally, growth in affiliate gross
product may have been affected by
fluctuations in the value of the dol-
lar vis-a-vis foreign currencies. During
1977-80, depreciation of the dollar en-
couraged new investment in the United
States by making it cheaper for for-
eigners to produce and invest here.
When the dollar appreciated during
1981-85, these activities became rel-
atively more expensive, and new U.S.
investment may have been dampened.

By industry

The pattern of rapid growth of af-
filiate gross product in 1977-81, and
of much slower growth in 1981-87,
was widespread by industry. For ex-
ample, in manufacturing—which ac-
counted for nearly 50 percent of the
affiliate total throughout 1977-87—
gross product grew at an average an-
nual rate of 30 percent in 1977-81,
compared with 8 percent in 1981-87,
about the same rates as those for all
industries combined. In petroleum, a
29-percent growth rate was followed by
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a negative 2-percent rate. All other in-
dustries combined grew at a 30-percent
rate in 1977-81 and a 12-percent rate
in 1981-87.

In manufacturing, growth in gross
product throughout 1977-87 was at
an average annual rate of 16 percent.
Within manufacturing, the most rapid
growth was in “other manufacturing”
and chemicals.®

In “other manufacturing,” growth
was particularly strong in motor vehi-
cles and equipment. However, most
U.S. affiliates of large foreign auto-
mobile manufacturers are classified in
motor vehicle and equipment whole-
sale trade and not in motor vehicle and
equipment manufacturing, because a
majority of their sales result from the
wholesale distribution of imported cars
rather than from their sales of cars
manufactured in the United States.
For analytical purposes, it is useful
to combine these two segments of the
auto industry and examine them to-
gether. In the tables, the data for the
combined industries are shown in the
addenda, under the heading of “total
motor vehicles and equipment.”

Most of the growth in total motor
vehicles and equipment occurred be-
tween 1977 and 1985. Surging demand
for fuel-efficient imported vehicles in-
duced foreign auto companies—mainly

5. Industries in “other manufacturing” are textile
products and apparel; lumber, wood, furniture, and
fixtures; paper and allied products; printing and pub-
lishing; rubber and plastics products; stone, clay, and
glass products; transportation equipment; instruments
and related products; and manufacturing industries not
elsewhere classified.
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from Japan and Germany—to expand
their U.S. wholesale operations. Fears
of U.S. trade protectionism may have
also encouraged them to produce in
the United States rather than to sup-
ply U.S. markets entirely from abroad.

Some increases in production from af-
filiates of Japanese UBO’s may have
resulted from Japan’s institution of a
voluntary export restraint program for
motor vehicles in 1981. In addition, a
French UBO’s acquisition in 1979 of a
U.S. automobile manufacturer boosted
affiliate production.

In 1986-87, gross product in to-
tal motor vehicles and equipment de-
clined. The French UBO’s automobile
manufacturer proved unprofitable and
was sold to a U.S. company in 1987.
That same year, a German UBO closed
its U.S. production facilities following
several years of poor sales. In addi-
tion, gross product declined in 1986—
87, when wholesalers were forced to
raise prices for imported vehicles, be-
cause of dollar depreciation. These
higher prices dampened demand. Al-
though several joint ventures between
Japanese and U.S. companies to pro-
duce cars in the United States were
launched during 1986-87, they did
not make substantial contributions to
gross product in those years, because
they had not become fully operational.
Since 1987, most of these ventures
have become operational, and their
gross product has probably increased.

In chemicals, gross product rose at
an average annual rate of 17 percent
in 1977-87. Growth was very rapid
in 1977-81; however, much of it oc-
curred in 1981, when gross product

Table 1.—Gross Product of U.S, Affiliates, by Industry of Affiliate, 1977-87

Millions of dollars Percent
Average annual growth rate Distribution
1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

1977-81 | 1981-87 | 1977-87 | 1977 | 1987

Ali industries 35,222 1 42,920 ( 55,424 | 70,906 | 98,828 | 103,489 ; 111,490 | 128,761 | 134,852 | 142,120 | 151,905 29 7 16 100] 100

Petrol 7,654 9,263] 11,8691 16988 | 21,336 | 20453} 19,901 | 20,782} 21,162} 17,165 18,786 29 -2 9 22 12

Manufacturing 16,672 | 20,403 | 26,429 | 30,981} 47,117 | 47,189 | 52,461 61,423 | 62,536 65,794 73,796 30 8 16 47 49

Food and kindred prod 2,603 | 2,868 3,398( 3,884| 4,847 4,833 5,375 5,939 6,299 6,381 6,222 17 4 9 7 4

Chemicals and allied prod 53731 6273| 7417| 8,240 18,623 | 18,323 | 19,8571 22,296 | 21,893 22,564 25,690 36 6 17 15 17

Primary and fabricated metals 2,010 2,125| 3,080| 3,662 3,994 3,557 5,540 6,840 7,023 7,407 7,183 19 10 14 6 5

Machi 3,191 4,160] 6,081 7432| 9,105 9,532 9,776 | 11,876 | 11,520 11,942 12,373 30 5 15 9 8

Other 3494 4976 6452 7,764 | 10,5481 10944 | 11913 | 14472 15801 17,500 22,329 32 13 20 10 5

Wholesale trade 5044 | 53191 6,624} 8366| 11,191 | 13,650 14,154| 17,153 19,656} 19,639 18,879 2 9 14 14 12

Retail trade 2,310 2,786 | 3,899 5265| 6,192 8,004 ,646 9,501 10,304 | 12,439 | 10,505 28 9 16 7 7

Finance, except banking 238 33t 462 881 1,078 1,650 2,744 4,103 4,394 6,416 6,504 46 35 39 1 4

I 9251 1,2631 1,349 1678 2,007 1,609 1,692 1,241 1,768 4,114 5,250 21 17 19 3 3

Real estate 429 698 | 1,165( 1,722 2,606 2,580 3,512 4,564 4,359 4,423 4,564 57 10 27 1 3

Services 586 911 1,223| 11,5541 2,034 2,209 2,975 4,066 4,741 5,166 6,498 36 21 27 2 4

Other industri 1,363 1946 | 2,404 3470 5267 6,145 5,405 5,928 5,932 6,964 7,123 40 5 18 4 5
Addenda:

Motor vehicles and equip 38 @ 1217 1,511 1,747 1,736 1,765 2,741 2,669 2,221 1,484 160 -3 44 *) 1

Motor vehicles and lesale trade 1,091 ™ 1,721 2,391 3,333 3931 4,662 6,513 8,209 7,386 6,712 32 12 20 3 4

Total motor vehicles and equip 1,129 1,629 2938| 3,907 5,080 5,667 6,427 9,254 | 10,878 9,607 8,196 46 8 22 3 5

DS d to avoid discl

of data of individual

# Less than 0.5 percent.

Nore—Details may not add to totals because of rounding.
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more than doubled because a Canadian
UBO acquired a minority interest in
a major producer of industrial chemi-
cals and synthetics. The rate of growth
slowed in 198187, largely because in-
creased affiliate production resulting
from several acquisitions in 1985-86
was mostly offset by the disinvestment
of a large agricultural chemicals af-
filiate that repurchased the minority
equity interest held by its German
UBO.

In petroleum, gross product grew at
an average annual rate of 9 percent in
1977-87. During 1977-81, gross prod-
uct of petroleum affiliates increased at
the same rate as that of all affiliates.
The increase mainly reflected rising
crude oil prices and stepped-up pro-
duction in Alaska. However, crude oil
prices began to fall in 1982; in 1986
alone, they fell by one-half. As a re-
sult of the price collapse, gross product
in petroleum declined in 198187, and
these affiliates’ share of total affiliate
gross product fell from 22 percent in
1981 to 12 percent in 1987.°

In finance (except banking), gross
product of affiliates grew at an aver-
age annual rate of 39 percent. These
affiliates accounted for a small, but
growing, share of affiliate gross prod-
uct. Their faster-than-average growth
mirrored the faster growth of this in-
dustry in the U.S. economy as a whole.
Increased consolidation and globaliza-
tion and a surge in the varieties of

6. The acquisitions of the remaining shares of a
petroleum affiliate by a Netherlands UBO in 1985 and
those of a different petroleum affiliate by a British UBO
in 1987 did not by themselves increase gross product.
Because the data are not adjusted for percentage of for-
eign ownership, the gross product of these affiliates was
already included in the data before the acquisitions of
the remaining shares.
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financial instruments available made
it essential for successful competitors
in this industry to have access to
large amounts of capital. Foreign in-
vestors were willing to supply this cap-
ital in return for minority ownership
interests.”

By country of UBO

Gross product of affiliates with Eu-
ropean UBO’s grew at a 1l4-percent
average annual rate in 1977-87 (ta-
ble 2). These affiliates accounted for
69 percent of total affiliate gross prod-
uct in 1977, but their share fell to
60 percent by 1987, because of their
slower-than-average growth over the
period. Gross product of affiliates
with UBO’s in Africa, Asia, and Pacific
had faster-than-average growth, par-
ticularly in 1981-87; thus, their share
of the total increased from 9 percent to
16 percent. Although the gross prod-
uct of affiliates with Canadian UBO’s
also grew faster than average, much
of the growth occurred in 1981 and re-
sulted from a single transaction—the
previously mentioned purchase of the
minority interest in a major producer
of industrial chemicals.

Among affiliates with European
UBO’s, growth rates varied by coun-
try. Growth was relatively rapid
for affiliates with UBO’s in Germany,
Switzerland, the United Kingdom, and
“other” Europe; it was relatively slow
for affiliates with UBO’s in France and
the Netherlands. The differences in
growth rates mostly reflected differ-
ences in the distribution of gross prod-

7. The growth of affiliate gross product in this indus-
try would have been even larger, but a South African
UBO and a Middle Eastern UBO each sold minority
interests in large affiliates to U.S. buyers in 1987.
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uct by industry. For example, affili-
ates with French UBO’s were concen-
trated in manufacturing industries—
such as paper, transportation equip-
ment, and stone, clay, and glass—
that were among those most affected
by recession-related layoffs and finan-
cial losses in the early 1980’s; their
gross product did not exceed the 1981
level until 1986. Growth among af-
filiates with Netherlands UBO’s was
particularly slow; it partly reflected
the concentration of their investment
in petroleum. (As noted earlier, gross
product in petroleum declined dur-
ing 1981-87.) Affiliates with Ger-
man and Swiss UBO’s, in contrast,
were concentrated in industries—such
as industrial chemicals and drug
manufacturing—that grew relatively
quickly. Increases in gross product
of affiliates with UBO’s in the United
Kingdom probably reflected the large
number and size of acquisitions by
these UBO’s. In “other” Europe, much
of the growth reflected the reclassifi-
cation of a finance affiliate’s UBO to
Belgium from Kuwait in 1986.

Gross product of affiliates with
UBO’s in Africa, Asia, and Pacific in-
creased every year and exhibited the
fastest growth among the major ar-
eas with a substantial amount of gross
product.® Compared with other ar-
eas, growth was strong during 1981-
87. Affiliates with Japanese UBO’s
accounted for most of the gross product
in this area. In the early 1980’s, these
UBO’s rapidly expanded their whole-
sale trade operations in the United

8. Affiliates with UBO’s in the Middle East and the
United States grew somewhat faster in 1977-87, but
they accounted for only 1-3 percent of total affiliate
gross product in any single year.

Table 2.—~Gross Product of U.S. Affiliates, by Country of Ultimate Beneficial Owner, 1977-87

Millions of dotlars Percent
Average annual growth rate Distribution
1977 1978 1979 1980 | 1981 1982 1983 1984 1985 1986 1987
1977-81 { 1981-87 | 1977~87 | 1977 | 1987
All countries 35,222 | 42,920 | 55424 70,906 | 98,828 | 103,489 i 111,490 | 128,761 | 134,852 | 142,120 | 151,905 29 7 16 100 100
Canada 5991 | 7,176 8,727 10,933 ] 20,641 | 20,469 | 23,238 26,949 | 25927 27,714} 28275 36 5 17 17 19
Europe 24,231 | 29,953 1 39,218 | 50,401 | 63,817 66,930 | 69,047 | 77976 81,550 85795 91,115 27 6 14 69 60
France 3,153 1 38251 4332 6,158 7462 6,865 6,081 1275 7,059 8,299 8,246 24 2 10 9 5
Germany, Federal Republic of. 2,938 4451 7,922 8,765 10901 § 11,273 ( 12,092 14,102 15156} 13421 15,144 39 6 18 8 10
Netherlands 6,390 | 6,998 8228 | 11,330 ] 14,295{ 15267 | 14,756 15981 | 15084t 15170 15675 22 2 9 18 10
Switzer] 2,005| 2488| 3,284| 3,791 | 4,440 5,177 5,906 6,611 7,138 8,055 8,510 22 i1 16 6 6
United Kingdom 7,687 9,858 12,702 | 17,278 | 22,695 23,910 | 24,630 27,240| 30,056{ 29,193 31,956 31 6 15 22 21
Other. 2,058 2339] 2,750| 3,079) 4,023 4,438 5,582 6,767 7,058 | 11,657] 11,584 18 19 19 6 8
Latin America 1,349 | 1,427} 1,837 2296 2912 2,732 3,869 4,379 3,965 3,880 4,698 21 8 13 4 3
Middle East 128 207 381 589 1464 1,744 2,563 2,570 3,495 2477 1,569 84 1 28 *) 1
Africa, Asia, and Pacific 3,274 3,837 4,867 6229 9,098| 10,596| 11,873| 16,310] 19,255| 21,211| 24,123 29 18 22 9 16
Japan, 2,488 2,860 3,797 | 4.961| 6,533 7,227 83291 11,7207 13,562 | 13,717 | 16,828 27 17 21 7 11
Other. 786 977 1070 12681 2,565 3,369 3,544 4,590 5,692 7,494 7,295 34 19 25 2 5
United States 248 321 395 458 896 1,018 899 578 661 1,044 2,124 38 15 24 1 1

* Less than 0.5 percent.
Norg.—Details may not add to totals because of rounding.
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States, particularly in motor vehicles
and equipment and in electrical goods.
More recently, growth has mainly re-
sulted from the acquisition of minority
interests in several large finance com-
panies and the startup or expansion
of manufacturing facilities. The rapid
growth of affiliates with UBO’s in coun-
tries other than Japan partly reflected
a number of large acquisitions by Aus-
tralian UBO’s and the establishment
‘of wholesale trade operations by in-
vestors from the newly industrialized
countries in Asia, particularly South
Korea.

By component

The distribution of U.S. affiliate
gross product by component is pre-
sented for major industries in table
3. The components whose shares
of total affiliate gross product grew
from 1977 to 1987 were employee com-
pensation and capital consumption al-
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lowances. The shares of the other
three components—profit-type return,
net interest, and indirect business
taxes—declined. As discussed below,
these changes in shares may have re-
flected changes in the industry compo-
sition of total affiliate gross product,
variations in general economic condi-
tions, and other factors. Each factor
is discussed in relation to the compo-
nent it most directly affects. A given
factor, however, also affects the shares
of other components, because a higher
(lower) share for one component neces-
sarily means a lower (higher) share for
other components.

Employee compensation.—The share
of total gross product accounted for by
employee compensation (EC) increased
from 53 percent in 1977 to 62 percent

.in 1987. This increase in share partly

reflected the relatively faster growth
in gross product of affiliates in labor-
intensive industries. For example, in
1987, EC accounted for 105 percent
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and 80 percent of total gross product
in finance (except banking) and ser-
vices, respectively.” These industries
grew much faster than the. average
for all industries combined in 1977-87.
In contrast, the much more capital-
intensive petroleum industry—which
had an EC share of only 26 percent
in 1987—grew more slowly than aver-
age. The increased EC share may also
have reflected the increased concentra-
tion of affiliates in certain high-wage
industries, such as manufacturing.

Capital consumption allowances.—
The share of total gross product
accounted for by capital consump-
tion allowances (CCA}—a measure of
depreciation—increased from 9 percent
in 1977 to 12 percent in 1987. Most

9. The employee compensation share in finance (ex-
cept banking) could exceed 100 percent because the
share of another component—net interest (paid)—was
negative. (That is, interest received was larger than
interest paid.)

Table 3.—Gross Product of U.S. Affiliates, Industry of Affiliate by Component, 1977 and 1987

1977 1987
" Capital " Capital
Employ- . Indirect _ Employ- Indirect | 2P
Total ee P:;pﬁe' . Net ) b?:iness cor:is::np Total ee Profit- Net business "0';?::1‘"
compen- interest xes, . compen- interest taxes,
satg:;l retum ete, a;lrl:;:; sation return etc, ’;‘L‘::s'
Millions of dollars
Al industries 35222 18,781 6,181 2,177 5,025 3,058 |} 151,905 93,652 13,609 8,325 18,568 17,751
I 7,654 1,905 2,380 682 1,709 977 18,786 4,903 3,859 1,153 5,161 3,710
Manufacturing, . 16,672 10,113 2,132 777 1,680 1,370 73,7196 49,946 6,699 4,076 4,838 8236
Food and kindred p 2,60: 957 190 ™ 1,284 ®) 6,222 3,788 239 530 1,183 482
Chemicals and allied p 5373 3477 822 ®) 165 ®) ,650 14,940 4,178 1,442 1,673 3,458
Primary and fab d metals 2,010 1,507 165 121 45 172 7,183 5,689 64 353 250 827
N 3,191 2413 373 126 34 195 12,373 10,431 ~248 398 437 1,354
Other 3,494 2,359 582 158 102 293 22,329 15,098 2,467 1,353 1,296 2,115
Wholesale trade 5,044 2,528 917 523 832 243 18,879 10,536 1,164 565 5,002 1,612
Retail trade " 2,310 1,402 282 17 491 117 10,505 7,363 84 759 1,402 896
Finance, except banking. 238 217 57 —48 6 6 6,504 6,833 1,069 -1,847 59 389
I 925 488 476 -173 118 17 5,250 2,758 1,628 26 660 178
Real estate 429 84 -113 280 79 99 4,564 802 492 2458 716 1,080
Services.. 586 400 54 25 28 79 6,498 5,167 =251 631 34 611
Other 1,363 1,043 =5 94 82 148 7,123 5,344 ~151 504 388 1,038
Addenda:
Motor vehicles and facturi 38 34 (] ) 3 5 1,484 1,195 -3 49 97 146
Motor vehicles and W le trade 1,091 390 366 110 184 42 6,712 2,822 17 =219 2,296 697
Total motor vehicles and equip 1,129 424 ® ® 187 47 8,196 4,017 1,114 -170 2,393 843
Percent distribution
All industries 100 53 18 6 14 9 100 62 9 5 12 12
F 160 25 31 9 22 13 100 26 21 6 27 20
Manufacturing . 100 64 13 5 10 8 100 68 9 6 7 11
Food and kindred p 100 37 7 ® 49 ¢, 100 61 4 9 19 8
Chemicals and allied prod 100 65 15 ®) 3 ® 100 58 16 6 7 13
Primary and fabricated metals 100 75 8 6 2 9 100 79 1 5 3 12
Machinery 100 76 12 4 3 6 100 84 -2 3 4 11
Other f: 100 68 17 5 3 8 100 68 11 6 6 9
Wholesale trade 100 50 18 10 16 5 100 | 56 6 3 26 9
Retail trade . 100 61 12 1 21 5 100 70 1 7 13 9
Finance, except banking. 100 91 24 =20 3 3 100 105 16 -28 1 6
I 100 53 51 -19 13 2 100 53 31 *) 13 3
Real estate, 100 20 26 65 18 23 100 18 ~-11 54 16 24
Service . 100 68 9 4 5 13 100 80 —4 10 5 9
Other industries 100 77 *) 7 6 1 100 75 =2 7 5 5
Addenda: s and
Motor vehicles an ip f i 100 89 ®) ® 8 13 100 81 * 3 7 10
Motor vehicles and equif wholesale trade 100 36 34 10 17 4 100 42 (17) -3 34 10
Total motor vehicles and equip 100 38 ® ® 17 100 49 14 =2 29 10
DS d to avoid discl of data of individual

* Less than 0.5 percent ().
NoTe.—Details may not add to totals because of rounding.
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of the increase occurred after 1981
and may have reflected the availabil-
ity of accelerated depreciation methods
for calculating income taxes under the
Economic Recovery Tax Act of 1981.
Although CCA for affiliates are com-
puted on the basis of book deprecia-
tion, rather than tax depreciation, the
1981 Act may have encouraged new in-
vestment in depreciable assets, thus
yielding higher CCA for affiliates. The
increased CCA share may have also re-
flected stepped-up investment in assets

that have relatively short service lives,
such as computers.

Profit-type return.—The share of
gross product accounted for by profit-
type return (PTR) declined from 18
percent in 1977 to 9 percent in 1987.
This component is more sensitive to
changes in general economic conditions
than other components. Although gen-
erally trending downward, the PTR
share of total gross product fluctu-
ated considerably during 1977-87. It
averaged about 15 percent in 1978-
81 but declined sharply to 7 percent
in 1982, when the economic reces-
sion caused profits to drop. Manufac-
turing affiliates—particularly those in
nonelectrical machinery, transporta-
tion equipment, primary metals, and
stone, clay, and glass products—
suffered large losses. The profits of
petroleum affiliates declined slightly,
as crude oil prices began to fall from
their 1981 peak.

After 1982, production and profits
began to recover. By 1984, the share
of gross product accounted for by PTR
grew to 13 percent. After 1984, how-
ever, the PTR share declined. In
each year, sharp decreases in the PTR
of different industries accounted for
the overall decline. In 1985, manu-
facturing affiliates’ profits decreased.
In 1986, petroleum affiliates’ PTR de-
clined because of the steep drop in
crude oil prices. In 1987, profits in
retail trade and finance were down;
the decline in retail trade may have
reflected the increased debt burden
and higher interest expenses associ-
ated with leveraged buyouts of several
U.S. retailers. (Retail trade was one of
the few industries in which the net in-
terest share of gross product increased
from 1982 to 1987.) The decline in fi-
nance affiliates’ PTR probably reflected
the sharp decline in stock prices and
the divestiture of several affiliates in
that year.

Indirect business taxes.—The share
of gross product accounted for by in-
direct business taxes (IBT). declined
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from 14 percent in 1977 to 12 percent
in 1987. This decline partly reflected
slower growth in two industries—
food manufacturing and petroleum—in
which IBT accounted for a large share
of gross product. In food manufactur-
ing, the large share mainly reflected
excise taxes on alcoholic beverages;
production grew slowly, partly because
of shifting tastes away from distilled
liquors. In petroleum, growth was slow
for the reasons discussed earlier.

Net interest—The share of gross
product accounted for by net interest
was roughly the same in 1977 and
1987—6 percent and 5 percent, respec-
tively. However, it was as high as 9
percent in 1982. The increase from
1977 to 1982 probably reflected rising
interest rates. Following 1982, the
net interest share generally declined
through 1987. The decline probably
reflected falling interest rates and a
slight increase in the portion of affili-
ate operations that was financed with
funds from their foreign parent groups.
(These funds tend to cost less than ex-
ternally borrowed funds.) By industry,
the net interest share was by far the
largest in real estate, where affiliate
assets tend to be heavily leveraged.

Comparison With
All-U.S.-Business Gross
Product

This section examines the U.S. af-
filiate share of all-U.S.-business gross
product and how it has changed since
1977. In addition, distributions of affil-
iate and all-U.S.-business gross prod-
uct by component are compared. Cer-
tain adjustments were made to the all-
U.S.-business data, which-are from the
national income and product accounts
(NIPA’s), to make them more compara-
ble to the U.S. affiliate data.!® Overall,
therefore, the affiliate gross product
estimates are conceptually consistent
with the NIPA estimates. However,
it is important to note that the af-
filiate data are on an enterprise, or
company, basis, while those for all
U.S. businesses are on an establish-
ment, or plant, basis. Thus, the two
sets of data are not strictly comparable
at a detailed industry level. Because

10. Specifically, gross product originating in banks,
government and government enterprises, and private
households; imputed GDP of owner-occupied farm and
nonfarm housing; rental income of persons; busi-
ness transfer payments; subsidies; and the statistical
discrepancy were excluded from the all-U.S.-business
data.
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the sources of data for affiliate and
NIPA estimates differ, differences in
timing, valuation, and industry classi-
fication could also significantly hamper
detailed industry comparisons. De-
gpite these limitations, analyses for
major industries probably are not sig-
nificantly affected, and comparisons of
the two data sets can provide a pic-
ture of the relative shares of all-U.S.-
business gross product accounted for
by affiliates in the major industries.

U.S. affiliates accounted for 4.3 per-
cent of all-U.S.-business gross product
in 1987 (table 4), up from 2.3 percent in
1977. Nearly all of the increase, how-
ever, occurred during 1977-81, when
growth in affiliate production mainly
reflected the rapid pace of acquisitions
of U.S. businesses by foreigners. From
a relatively small base, affiliate gross
product grew during this period at an
average annual rate of 29 percent, com-
pared with about 11 percent for all U.S.
businesses; thus, the affiliate share
of all-U.S.-business gross product rose.
Since 1981, however, both affiliate and
all-U.S.-business growth have slowed
to about the same 7-percent average
annual rate, and the affiliate share
of all-U.S.-business gross product has
remained constant.

By major industry

Despite the increase in the affiliate
share of all-U.S.-business gross prod-
uct since 1977, the share in 1987 re-
mained relatively small. In four indus-
tries that accounted for over 60 percent
of the all-U.S.-business gross product
in 1987—retail trade, real estate, ser-
vices, and “other industries”—the affil-
iate share ranged from only 1 percent
to 3 percent.!’ In only one major in-
dustry, manufacturing, did the affiliate
share exceed 10 percent.

In retail trade and services, much
of the all-U.S.-business gross prod-
uct is accounted for by small busi-
nesses, such as proprietorships, which
usually do not attract foreign invest-
ment. In real estate, despite the widely
publicized foreign investment in some
expensive “trophy” properties—mainly
urban office buildings—most invest-
ments by foreigners tend to be fairly
small; in addition, the vast majority
of U.S. commercial properties remain
domestically owned. In “other indus-
tries,” the low affiliate share partly

11. “Other industries” consists of agriculture, forestry,
and fishing; mining; construction; transportation; and
communication and public utilities.
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reflects restrictions on foreign invest-
ment in some segments of these in-
dustries, especially in transportation,
communications, and public utilities.
Additionally, like retail trade and ser-
vices, much of the remainder of this
industry group consists of small busi-
nesses that do not attract foreign
investment.

Affiliate shares in manufacturing
and finance (except banking) increased
sharply from 1977 to 1987—from 5.0
percent to 10.5 percent in manufac-
turing and from 2.2 percent to 9.4
percent in finance (except banking).'?
In manufacturing, as in all industries
combined, virtually all of the increase
in share occurred before 1982. Al-
though, for the reasons stated ear-
lier, exact comparisons of affiliate data
with all-U.S.-business data are inap-
propriate at a detailed industry level,
affiliate shares probably increased
in most manufacturing subindustries.
The increase appears to have been
particularly large in chemicals.!3

In chemicals, the increase in the
affiliate share reflected several fac-
tors. Rather than exporting to the

12, In this section, unlike elsewhere in this article,
manufacturing includes petroleum refining and coal
products, and petroleum is not shown as a separate ma-
jor industry. Instead, in order to be consistent with the
industry classification of the all-U.S.-business data, af-
filiate gross product in the various petroleum subindus-
tries is distributed among the other major industries.
Thus, in table 4, manufacturing includes petroleum re-
fining and coal products, wholesale trade includes petro-
leum wholesale trade, retail trade includes gasoline
service stations, and so on.

13. This statement is based upon an examination of
the two measures of affiliate operations—employment
and sales—that are available on an industry-of-sales
basis, which approximates an establishment-based clas-
sification. The employment data were collected on this
basis only for the 2 years—1980 and 1987—for which
BEA conducted benchmark surveys of foreign direct in-
vestment. By either measure, chemicals had a higher
initial share, a faster growth rate, and a higher share
in 1987 than any other major manufacturing industry.
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United States, foreigners may have
preferred establishing production facil-
ities here, partly because of the avail-
ability of raw material feedstocks, such
as petroleum. In addition, foreign
pharmaceutical companies may have
found it easier to obtain U.S. Fed-
eral Government approval of new prod-
ucts by producing them here rather
than abroad. Before 1977, for-
eign chemical manufacturers—mostly
European—gained a share of U.S. pro-
duction mainly by establishing opera-
tions in the United States. Since then,
they have expanded their U.S. pres-
ence primarily through acquisitions of
existing companies. Much of this ex-
pansion reflected a single acquisition,
mentioned earlier, in 1981—that of a
minority interest in a major producer
of industrial chemicals and synthet-
ics by a Canadian UBO. Since 1982,

June 1990

the affiliate and all-U.S.-business dis-
tributions changed between 1977 and
1987, the pattern of change differed
mainly for employee compensation and
net interest.

The employee compensation share
of affiliate gross product increased
sharply—from 53 percent to 62 per-
cent—in 1977-87, even though for
all U.S. businesses, it increased only
slightly, from 58 percent to 59 percent.
The share increase for affiliates oc-
curred because, compared with all U.S.
businesses, affiliates have become in-
creasingly concentrated in industries—
such as manufacturing, finance (except
banking), and insurance—in which

Table 5.~Gross Product of U.S. Affiliates and
Gross Domestic Product of All U.S. Businesses,
by Component, 1977 and 1987

growth in the affiliate share has slowed om? om
partly because numerous acquisitions o S
: S ITOSS

have been largely offset by the di- product | SPF oF | proguct | GDF of
vestiture, mentioned earlier, of the mi- i | business | g | busness
nority interest in the German-owned ates ates
agricultural chemicals affiliate. Mitions of dolfars

In finance (except banking), most
of the increase in the affiliate share b (7 35,222 | 1,555,047 | 151,905 (3,542,815
of all-U.S.-business gross product re- Employee compensaion 18781 907422 93,652 |2067.461

. ¢ a0 1t-1, return 3 3 ! 4

sulted from the foreign acquisitions of et intrest 2177| stm78| 8325| 207728

3 1 3 3 Indirect business taxes, etc....|] 5025 137,942 18,568{ 310,393
minority interests in large U.S. finance o concimpdon
companies mentioned earlier. AllOWANCES . oererreconsecreracessses 3,058 143,363} 17,7511 455004

Percent
By component
. . 7 N 100 100 100 100

In 1977, the distributions of the g compensation sl sl el s
components of affiliate and all-U.S.- Profi-ype retur 18 2 H 13
business gross product were similar indirect business taxes, etc.| 14 9 12 9

gr p ; :

and only differed significantly for em- e PO ] 9 9 12 13
ployee compensation and indirect busi-

ness taxes (table 5).!% Although both

14. Conceptual differences between U.S. affiliate and
all-U.S.-business gross product components, that is,
NIPA components, are discussed in the technical note.

1. Excludes GDP of banks, of government and government enter-

prises, and of private h GDP of

farm and nonfarm housing; rental i mcome of persons; business transfer
and the

Novrss .—(1) For differences in the deﬁnmon of affiliate gross
product and all-U.S-business GDP, see the text. (2) Details may not
add to totals because of rounding.

GDP  Gross domestic product

Table 4—Growth in Gross Product of U.S. Affiliates and Gross Domestic Product of All U.S. Businesses, 1977-87

Millions of dollars Percent
1977 1981 1987 U‘Sbasfﬁ!iatg shar& Bt;) all- Average annual growth rate
Gross | GDPof | Gross | GDPof | Gross | GDPof — U.S. affiliates All U.S. businesses
product of | all US. | productof | ali US. | productof | all US.
U.S. business- U.S. business- UsS. business- 1977 1981 1987 1977- | 1981~ | 1977- | 1977- | 1981- | 1977~
affiliates * 2 affiliates ! es? affiliates ! es? 81 87 87 81 87 87
All industries 35,222 1 1,555,047 98,828 | 2,364,507 151,905 | 3,542,815 23 4.2 43 29 7 16 1 7 9
Manuf: 23,053 464,000 65,386 641,213 88,348 849,560 50 103 10.5 30 5 14 8 5 6
Wholesale trade 5,250 139,205 12,066 213,090 21,037 311,263 338 5.7 6.8 23 10 15 11 7 8
Retail trade. . 2,310 191,111 6,192 266,787 10,506 422,405 1.2 23 25 28 9 16 9 8 8
Finance, except banking 238 10,814 1,078 25,714 6,504 69,173 22 4.2 94 46 35 39 24 18 20
925 39,322 2,007 49,764 5,250 ,314 24 4.0 5.2 21 17 19 6 12 10
Real estate. 429 77,059 2, 118,708 4,564 194,816 6 22 23 57 10 27 11 9 10
Servi o 1,171 246,099 2,853 413,352 6,655 77,995 S5 N 9 25 15 19 14 11 12
Other ind . 1,846 387,347 6,140 635, 879 8,541 817,289 S5 1.0 10 35 6 17 13 4 8

L. In this wble, unlike other tables in this article, petroleum is not shown as a separate major industry.
Instead, to be consistent with the mdustry classlﬁcanon of the all-U.S.-business data, affiliate gross product in

the various p ies is

Thus, ing in-

d among the other major

cludes peu'oleum refining and coal p le trade i

includes gasoline service stations, and so on.

le trade, retail trade

2. Excludes GDP of banks, of government and government enterprises, and of private households; imputed

GDP of owner-occupied farm and nonfarm housing; rental income of p

sidies; and the statistical discrepancy.

transfer p

sub-

Note.—For differences in the definitions of affiliate gross product and all-U.S.-business GDP, see the text.
GDP Gross domestic product



June 1990

compensation per employee (CPE) is
higher than average, and relatively
less concentrated in industries, such
as services and retail trade, in which
CPE is lower than average. Fur-
thermore, affiliate CPE tends to be
higher than all-U.S.-business CPE in
the high-CPE industries and to be
lower than all-U.S.-business CPE in
the low-CPE industries. The affil-
iate share may also have increased
because foreign investors focused their
more recent acquisition efforts on large
companies, which tend to pay above-
average compensation. For example,
in finance (except banking), most of
the affiliate gross product is accounted
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for by major securities firms, which
generally have very high levels of com-
pensation. Moreover, foreign parents
may be shifting more of their higher
paid positions, such as those involving
financial management and marketing,
from abroad to their U.S. affiliates.
The net interest share of affiliate
gross product decreased slightly—from
6 percent in 1977 to 5 percent in
1987. The share for all U.S. busi-
nesses increased from 4 percent to 6
percent. The different pattern may
reflect two factors. First, between
1977 and 1987, affiliates had become
relatively more concentrated than all
U.S. businesses in certain industries—

Table 6.—Structure of Affiliate Production, by Industry of Affiliate, 1977 and 1987

[Millionis of dollars or percent]

Purchases Ratios scnf Ratio of
Local prf;sct 1 | merchan- | Ratio of
Sales | Oross 1y Total Mer- | Other! of taventory total sales
product | oy nge (cols chandise| (cols. s(aclglssz change | ok P )2
1-2+3) | imports | 4~5) 246) | (cols. (z’/ (percent) | (cols. (/1)
(143)) x (cols. (5/4)| x 100)
100) x 100)
()] @) 3) @ 5) © )] ® ® (10)
1977
AN IGUSIEIES o.e..cirumeennissrenssiness 193,991 35222 2,403| 161,172] 43,896 117,276 152,498 18 27 79
P 25,753| 7,654 365( 184641 6,094| 12,370| 20024| 29 3 78
Manufacturi 50,489| 16,672 815( 34,632| 5,624| 29,008| 45,680 32 16 90
Food and kindred products....cusend 6,983} 2,603 1277 4,507 7511 3,756] 6,359 37 17 91
icals and allied prod: 16,303} 5,373 211 11,141 986 10,155] 15,528 33 9 95
anary and fabricated metalS.o 6,881] 2,010 66| 4937 9481 39891 5999 29 19 87
Machinery 9,838] 3,19t 2421 6,889) 1,896f 4,993| 8,184 32 28 83
Other facturing 10,484 3,494 170 7,160 1,042| 6,118] 9,612 33 15 92
W le trade 95,151] 5,044 926 91,0331 31,369 59,664 64,708 5 34 68
Retail trade 83491 2310 189] 6,228 323 59051 8215 21 5 98
Finance, except banking 1,328 238 20 1,110 ® ®) ®) 18 ®)
I 6,785 925 0 5860 (| 5860 6,785 14 *) 100
Real ESALR ..ouvvunnciussessiorissessanssssmssassssssanes 935 429 0 506 *) 506 35 46 *) 100
Servi 1,37t 586 9 794 43 751 1,337 42 5 98
Other ind 3.831) 1,363 78| 2,546 ® ® ® 35 ® ®
Addenda:
Motor vehicles and equipment
ing 102 38 4 68 33 35 73 36 49 "
Motor vehicles and equipment
holesale trade 18,182 1,091 212 17,303| 9,737¢ 7,566} 8,657 6 56 43
Total motor vehicles and
quip 18,284 1,129 216 17,371 9,770 7601 8,730 6 56 48
1987
All INAUSIEIES ouvcreeaverernsnssssrsnscnins 731,392| 151,905 4,671 ( 584,158] 140,617 | 443,541 595,446 21 24 81
F 74,494| 18,786 236| 55944 8981| 46,963 65,749 25 16 88
M 220,702 73,796] 3,242} 150,148] 23,420 126,728 200,524 33 16 o1
Food and kmdred products. =54 16,148] 1,658| 14,490| 20,712 28 10 92
Is and allied 570 45,118] 5,104( 40,014| 65,704 36 i1 94
anary and fabricated metals. 7,183 771 20,032| 3.856{ 16,176| 23,359 26 19 86
Machinery 12,373 553| 26971 6,735 20,236 X 31 25 84
Other g 62 112} 22,329 2,095) 41,878 6,068 35,810) 58,139 35 14 94
Wholesale trad 273,887 18,879 1,753| 256,761{ 105,323 | 151,438! 170,317 7 41 62
Retail trade .... ~871 36,601 2,290) 34,311 44,816 22 6 95
Finance, exce] -543| 19,418 35| 19,383| 25,887 25 ™ 928
1 11} 33,867 () 33,867| 39,117 13 ™ 100
Real estate ~71f 5903 5,896| 10,460 44 *) 99
v 196] 11,699 841 11,615| 18,113 36 1 101
Other INAUSITIES wovuvuererssnsssssesssassrssssssssons 21,005 7,12 ~641 13,818 4761 13,342] 20,465 34 3 97
Addenda;
Motor vehlcles and equipment
55691 1484 4291 3,656 1,524 2,132{ 3,616 29 42 65
Motor veh:cles and equipment
84,9841 6,712 -1,217| 77,055| 49,831| 27,224 33,936 8 65 40
Total motor vehlcles and
quip 90,553| 8,196| ~1,646] 80,711| 51,355| 29,356| 37,552 9 64 41

© Suppressed to avoid disclosure of data of individual companies.
* Less than $500,000 or 0.5 percent.

1. Includes purchases of goods and services in the United States, and purchases of semccs from forelgners

2. “Local content of sales” is overstated to the extent that p

n

imports and to the extent

that they include purchases of services from foreigners that were ot neponed separately, and thus could not be broken out. As a result, the ratio of

local content to sales of the services industry in 1987 exceeds 100 percent.
Note.—Details may not add to totals because of rounding.
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particularly finance (except banking)
and insurance—in which the net in-
terest share of gross product is usu-
ally very small or negative. Sec-
ond, although the degree of leverage
has increased both for affiliates and
all U.S. businesses since 1977, af-
filiates’ interest payments may have
been held down by an increase in the
portion of borrowed funds that are
from their foreign parent groups; these
funds are often supplied at interest
rates below those charged by financial
intermediaries.

Structure of Affiliate
Production

The estimates of U.S. affiliate gross
product, together with other informa-
tion on U.S. affiliates’ operations, can
be used to analyze how affiliates struc-
ture their production (table 6). Data
on gross product, sales, and inventory
change can be used to derive estimates
of affiliates’ purchases from outside
suppliers (i.e.,, as sales minus gross
product plus inventory change). These
estimates, together with the data on
sales and gross product, can in turn
be used to gauge the extent to which
affiliates’ sales result from their own
production (as measured by gross prod-
uct) or from the production of others (as
measured by purchases). In addition,
by subtracting affiliates’ imports from
their total purchases, the portion of
total purchases that is from U.S. busi-
nesses can be estimated. By summing
affiliates’ gross product and purchases
in the United States, an estimate of
the local (U.S.) content of U.S. affili-
ates’ sales can be made; this estimate
includes both the affiliates’ own pro-
duction and the production of other
U.S. businesses that is used as inputs
into the affiliates’ production.

The remainder of this section briefly
discusses some of these estimates by
industry of affiliate to illustrate a
few uses of the gross product data.!s
One possible extension of the analy-
sis presented here would be to com-
pare these data by industry to similar
data for all U.S. businesses to deter-
mine whether affiliates and all U.S.
businesses structure their production
differently.

15. Data by country of UBO will not be presented
in this section because differences among countries in
the ratios shown in table 6 mainly reflect variations
in the industry mix of affiliates of the UBO’s in those
countries.
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The extent to which affiliate sales
are provided by the affiliates’ own
production, rather than by production
originating elsewhere, is indicated by
the ratio of gross product to sales.'®
This ratio indicates the degree of verti-
cal integration of affiliates; the higher
the ratio, the higher the degree of in-
tegration. For all industries, the ratio
increased from 18 percent in 1977 to
21 percent in 1987. (Consequently, the
portion of affiliate sales derived from
the production of others declined.) The
increase suggests that production in
the United States may have become a
somewhat more important way for for-
eign companies to serve the U.S. mar-
ket during this period. However, the
ratio has remained roughly constant
at between 21 percent and 22 percent
since 1983, perhaps indicating that the
degree of vertical integration of affili-
ates has stabilized or that there have
been offsetting industry mix effects.

By industry, the ratio of manufac-
turing affiliates, which accounted for
nearly one-half of affiliate gross prod-
uct, increased slightly, from 32 per-
cent in 1977 to 33 percent in 1987.
Within manufacturing, however, there
were larger, mostly offsetting changes.
The ratios of affiliates in chemicals
and “other manufacturing” increased,
while the ratios of affiliates in foods,
in primary and fabricated metals, and
in machinery decreased. In total motor
vehicles and equipment (defined ear-
lier as the sum of motor vehicles and
equipment manufacturing and whole-
sale trade), the ratio increased from
6 percent to 9 percent. In whole-
sale trade, where affiliates mainly dis-
tribute, without adding significantly to
their value, goods produced by others,
the ratio increased from 5 percent to 7
percent, but it remained lower than in
any other industry. Its increase may
reflect the fact that some affiliates clas-
sified in wholesale trade—particularly
in motor vehicles and equipment—
have expanded into manufacturing and
have increased the extent to which
their sales resulted from their own
production.

16. Because, as mentioned earlier, affiliate sales can
come out of inventory (which may have resulted from
affiliate production) or production may be added to in-
ventory, the extent to which affiliate sales are provided
by the affiliates’ own production is measured in table
6 by comparing gross product to the sum of sales and
inventory change, rather than to sales alone. How-
ever, because inventory change tends to be very small
compared to either gross product or sales, the ratio is
referred to in this section as the “gross product to sales”
ratio.
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If sales by affiliates do not result
from their own production, they must
result from the production of others,
as shown by total purchases by affil-
iates. This measure can be derived
by subtracting affiliate gross product
from affiliate sales and adding inven-
tory change.!” The ratio of imports
to total purchases by affiliates indi-
cates the extent to which purchases of
goods and services used by the affili-
ate are provided by imports. For all
industries, imports as a percentage of
total purchases declined from 27 per-
cent in 1977 to 24 percent in 1987;
however, the decline was not continu-
ous. From 1979 to 1983, the import
content dropped steadily, mostly be-
cause the price (and volume) of imports
shipped to petroleum affiliates declined
sharply. In 1983-87, however, the im-
port content rose, perhaps in response
to the relatively high value of the
U.S. dollar, particularly through 1985,
which made it cheaper for affiliates to
import. (In 1987, the import content
rose slightly from 1986, although the
dollar declined sharply.)

By industry, the sharp decline in
petroleum affiliates’ imports-to-total-
purchases ratio, from 33 percent in
1977 to 16 percent in 1987, was partly
offset by an increase in the ratio in
wholesale trade, from 34 percent to 41
percent. The ratio for manufacturing
affiliates was unchanged at 16 per-
cent. Within manufacturing, declines
in the ratios for food, machinery, and
“other manufacturing” affiliates were
offset by an increase in the ratio for
chemical affiliates. In the total mo-
tor vehicles and equipment industry,
the ratio increased from 56 percent to
64 percent. The very high, and ris-
ing, ratio in 1977-87 probably reflected
the significant reliance by these affili-
ates on imports both of goods for resale
without additional processing and of
components to be used in subsequent
production.!®

Inputs to production that are not
imported by affiliates are purchased
domestically. By adding domestic pur-
chases to the gross product of affiliates
and by comparing the sum to affiliate
sales, an estimate of the ratio of “lo-

17. Affiliate inventory data were not availabie for
yearend 1976; thus, it was necessary to estimate the
inventory change for 1977.

18. Additional data on trade of U.S, affiliates in 1987
can be found in Foreign Direct Investment in the United
States: 1987 Benchmark Survey, Preliminary Results.
This publication can be ordered from the U.S. Govern-
ment Printing Office, Washington, DC (GPO Stock No.
003-010-00188-17, price $5.00).
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cal content” to affiliate sales can be
derived.!® Over time, this ratio usually
moves inversely to the ratio of imports
to total purchases. For all industries,
the ratio increased slightly, from 79
percent in 1977 to 81 percent in 1987.
However, the 1987 ratio reflects a de-
cline since 1983, when local content
was about 85 percent; in recent years,
affiliates, like all U.S. businesses, have
apparently increased their reliance on
imported inputs.

By industry, a large increase in the
ratio of local content to sales by petro-
leum affiliates and a small increase
by manufacturing affiliates were partly
offset by a large decline in whole-
sale trade and a smaller decline in
retail trade. In petroleum, the ratio
rose from 78 percent in 1977 to 88
percent in 1987, because of a slow-
down in the use of imports as an
input to production. Within man-
ufacturing, the small increase—from
90 to 91 percent—reflected offsetting
changes. Increases in foods, machin-
ery, and “other manufacturing” were
offset by declines in chemicals and in
primary and fabricated metals. In the
total motor vehicles and equipment in-
dustry, the ratio of local content to
sales declined from 48 percent to 41
percent. However, the ratio proba-
bly increased in 1988-89, because sev-
eral manufacturing joint ventures be-
tween Japanese and U.S. companies
increased U.S. affiliate production dur-
ing these years. In addition, some
foreign parts manufacturers that pre-
viously exported goods to the United
States have located production facil-
ities here to be closer to their U.S.
customers.

Technical Note
Data sources

For all years except 1980 and 1987,
U.S. affiliate gross product estimates
were based on universe estimates de-
rived from sample data from BEA’s

19. These estimates should be used with caution, be-
cause the calculation of “local content” is subject to
several qualifications. First, merchandise imports are
reported on a “shipped” basis, that is, on the basis of
when, where, and to whom the goods were physically
shipped. Most affiliates keep their sales data on a
“charged” basis, that is, on the basis of when, where,
and to whom the goods were charged. Thus, the de-
rived data on purchases are on a “charged” basis and are
not completely comparable to the import data. Second,
local purchases are overstated to the extent that pur-
chases from domestic suppliers include imports. Third,
local purchases are overstated because they include
purchases of services from foreigners, which were not
reported separately and thus could not be subtracted
from total purchases in deriving local purchases.
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Annual Survey of Foreign Direct In-
vestment in the United States. For
1980 and 1987, the estimates were
based on universe data from BEA’s
Benchmark Survey of Foreign Direct
Investment in the United States.

Estimates of 1987 all-U.S.-business
gross product were obtained from table
6.1, GNP by Industry, in the national
income and product accounts (NIPA’s)
tables in the July 1988 Survey oF
CurrenT Busingss. Estimates for 1977
and 1981 were obtained from The Na-
tional Income and Product Accounts of
the United States, 1929-82: Statistical
Tables.?®

Estimation

Although most of the data required
to obtain.affiliate gross product were
collected in the BEA surveys men-
tioned above, several data items had

to be estimated for some or all of the
years. Capital gains and losses had

20. BEA is currently incorporating several improve-
ments into its estimates of GNP by industry; revisions
will be available back to 1977. However, most of the im-
provements relate to the constant-dollar estimates that
are published in NIPA table 6.2, GNP by Industry in
Constant Dollars. For additional information on these
improvements, see SURVEY 69 (June 1989): 2.
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to be estimated for 1977-79, because,
for those years, data on them were
not collected in the annual surveys.
(Profit-type return (PTR) is measured
before capital gains and losses.)

An inventory valuation adjustment
(IVA) was estimated for all years and
applied to affiliate PTR. The IVA is
defined as the excess of the replace-
ment cost of inventories used up over
their historical cost. In the NIPA’s,
the IVA is calculated from information
on inventory book values, accounting
methods for valuing inventories, and
price changes. Because this informa-
tion is not available for U.S. affiliates,
affiliate IVA was estimated.

Except for the benchmark survey
years of 1980 and 1987, when data
on monetary interest paid and received
were collected, it was necessary to esti-
mate these items in order to calculate
the net interest component of gross
product. In addition, for all years,
it was necessary to estimate imputed
interest paid and received.

Differences in U.S. affiliate and NIPA
gross product components

U.S. affiliate and NIPA gross prod-
uct components are compared in ta-

Table 7.—Comparison of U.S. Affiliate and NIPA Gross Product Components

NIPA component

U.S. affiliate component

Employee compensation

Wages and salaries

Same as NIPA’s

Supplements to wages and salaries

Same as NIPA’s

Profit-type return

Corporate profits and proprietors’ income with inventory

valuation adjustments (on a tax return basis), both before

the following adjustments:

Bad debt; depreciation of expenditures for mining exploration,
shafts, and wells; and other adjustments that could not be

made for affiliates.

Same as NIPA’s (except on an annual report
basis)

Not estimated

Net interest

Monetary interest paid

Same as NIPA’s

Imputed interest paid

Same as NIPA’s

Same as NIPA’s

Less: Monetary interest received

Same as NIPA’s

Less: Imputed interest received

Indirect business taxes

Indirect business taxes and nontax Hability.......ceeseecsensunene

Business transfer payments

Same as NIPA’s
Not estimated

Less: Subsidies

Not estimated

Capital consumption allowances

Depreciation (on a tax return basis) before the following
adjustments:

Depreciation of expenditures for mining exploration, shafts,
and wells, and other adjustments that could not be made for

affiliates.

Same as NIPA’s (except on an annual report
basis)
Not estimated

NIPA National income and product accounts
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ble 7. In general, the U.S. affiliate
gross product components are concep-
tually consistent with the correspond-
ing NIPA components. The net ef-
fect of the conceptual differences is
about 2 percent of all-U.S.-business
GDP. These differences include bad
debt, business transfer payments, sub-
sidies, and depreciation of expendi-
tures for mining exploration, shafts,
and wells.?! In addition, both profit-
type return and capital consumption
allowances (CCA) reflect a conceptual
difference in the measure of deprecia-
tion; however, its effects are offsetting
and do not affect total gross product.
NIPA estimates of CCA are, for the
most part, based on Federal income tax
returns; therefore, valuation of these
charges reflects tax accounting prac-
tices under Internal Revenue Service
regulations.??  Affiliate depreciation
charges, in contrast, are drawn from
accounting records on which annual re-
ports are based, which usually do not
conform to tax regulations.

21. A comparison of the components was made for
1983 data and is available as part of the supplementary
table package discussed in the box below.

22. Two measures of depreciation, or capital consump-
tion, are used in the NIPA’s: (1) CCA and (2) CCA with
capital consumption adjustment (CCAdj). In contrast to
the tax-return-based CCA measure, CCA with CCAdj is
based on the use of uniform service lives, straight-line
depreciation, and current replacement cost. Because
CCA with CCAdj is not available by industry in the
NIPA's, CCA is used in the GDP estimates in tables 4
and 5.

The aggregate estimates of affiliate gross
product in this article draw upon detailed
estimates made available by BEA in a pack-
age of tables in January 1990. However,
the aggregate estimates incorporate revi-
sions to net interest, and thus to total gross
product, for 1981-86, and thus supersede
those in the detailed tables. The estimates
made available in January contained a dis-
continuity between 1986 and 1987. The
revisions will be incorporated in the de-
tailed tables when the tables are updated to
include estimates for 1988.

The detailed tables include estimates of
(1) gross product of U.S. affiliates by de-
tailed industry of affiliate, (2) gross product
of U.S. affiliates, industry of affiliate by
component, (3) gross product of U.S. af-
filiates, industry of affiliate by country of
UBO, and (4) profit-type return of U.S. af-
filiates, industry of affiliate by country of
UBO. To order, write to Economic and Sta-
tistical Analysis/BEA, U.S. Department of
Commerce, Citizens and Southern National
Bank, 222 Mitchell Street, P.O. Box 100606,
Atlanta, Georgia 30384. When ordering,
refer to the Gross Product of Nonbank
U.S. Affiliates Table Package, Accession No.
BEA/IID 89-107, and make the check for
$10.00 payable to Economic and Statistical
Analysis/BEA.




International Investment Position:

Component Detail for 1989

In past years, BEA has presented estimates of the net international investment po-
sition and of total U.S. assets abroad and total foreign assets in the United States.
These estimates were obtained by summing components that reflected a mix of valua-
tions. Some components were valued in current-period prices, and others were valued
in prices of earlier periods. It has become increasingly clear that using such a mix
of valuations does not provide a useful indicator of the level of investment—that is,
of the investment position. Therefore, estimates of the net position and of the total
positions abroad and in the United States have been suspended and are not shown
in this article. Research is underway at BEA to develop investment measures using
current-period prices for each component for which such valuation is appropriate.
BEA plans to introduce these estimates next year. Introduction of current-price es-
timates is one of the recommendations of the Working Group on Economic Statistics
headed by the Chairman of the Council of Economic Advisers (see “Improving the
Quality of Economic Statistics” in the February 1990 SURVEY OF CURRENT BUSINESS).

Several studies suggest that, when stated in current prices, the level of the net
international investment position is less negative than that computed by BEA for recent
years. The direct investment positions prepared by BEA have been a major source
of misstatement, according to these studies, because they were stated in book values,
which reflect prices at the time transactions occurred. Consequently, because U.S.
direct investment abroad is more “mature,” on average, than foreign direct investment
in the United States, it is subject to larger understatement.®

There are several approaches to revaluing direct investment to reflect current-period
prices. One approach relies on stock market prices; another, on price indexes for
equipment and structures; and a third, on capitalized earnings. BEA will review these
and other approaches for revaluing direct investment and will present estimates using
one or more of them. BEA will also revalue other components of the position to the
extent that it is appropriate and feasible.

This article continues to present each of the components of the international invest-
ment position, reflecting the mix of valuations that has been used in past years. The
components are of interest individually; furthermore, if combined, they may provide
a useful indication of the direction of the annual change in the investment position.

The box on page 57 briefly describes the valuation basis for each component. Much
of the information is drawn from the statement “Measuring the U.S. International
Investment Position,” presented in the June 1989 SURVEY. (However, problems of out-
dated or incomplete source information that were described in that statement are not
discussed here.) The second column of table 1 summarizes the information in the
box by showing whether each component is stated in current or historical prices. As
described in the box, some components reflect a mix of valuations for their subcompo-
nents; for these, the valuation basis shown in table 1 reflects that used for the major
part of the category.

In the table, both book values and face values are designated as being in historical
prices. In some instances, face value may also be considered equivalent to a current-
price valuation. For some assets or liabilities, the turnover is frequent or maturity
period is short, and thus the difference between a current valuation and an historical
one is small.

a. Some of the studies that have revalued components of the investment position are:

Robert Eisner and Paul J. Peiper, “The World’s Greatest Debtor Nation?”, paper presented to joint
session of North American Economics and Finance Association and American Economic Association,
New York, December 1988. Forthcoming inThe North American Review of E: ics and Fi

Walther Lederer, “The Valuation of U.S. Direct Investments Abroad,” unpublished (Washington, DC:
Board of Governors of the Federal Reserve System, May 6, 1990).

Michael Ulan and William G. Dewald, “The U.S. Net International Investment Position: Misstated
and Misunderstood,” in James A. Dorn and William A. Niskanen, ed., Dollars, Deficits, and Trade
(Norwell, MA: Kluwer Academic Publishers for the CATO Institute, 1989).

By RUSSELL B. SCHOLL

Changes in U.S. Assets
Abroad

Bank claims

STRONG dollar lending to the in-
terbank market overseas in the sec-
ond half of the year accounted for
much of the $49.9 billion increase, to
$658.0 bhillion, in U.S. bank-reported
claims (line 18). Foreign demand for
dollars was attributable to tightened
credit conditions overseas, as indicated
by the sharp rise in foreign inter-
est rates while U.S. interest rates de-
clined; by sustained economic growth
overseas; and by stepped-up demand
for funds for corporate restructuring
overseas. Interbank lending was espe-
cially heavy to banks’ own offices in the
Caribbean and Japan and to unaffili-
ated banks in Asian banking centers.
Lending to nonbank foreigners was
limited, mostly because of continued
heavy use of international bond mar-
kets by international borrowers and,
to a much more limited extent, be-
cause of U.S. banks’ further reductions
in loans to Latin American countries.
Banks’ claims payable in foreign cur-
rencies contracted after several years
of growth.

Banks’ own claims payable in dol-
lars increased $44.5 billion, to $535.7
billion. Claims on own foreign offices
in the Caribbean and Japan increased
$39.7 billion, to $297.2 billion, and
claims on unaffiliated banks, mostly in
Asian banking centers, increased $5.4
billion, to $134.8 billion. U.S.-owned
banks placed substantial funds with

NoTE.—The sections on “U.S. Direct Investment
Abroad” and on “Foreign Direct Investment in
the United States” were written by Jeffrey H.
Lowe and by Alicia M. Quijano and Steve D.
Bezirganian, respectively. Harlan King con-
tributed to the data preparation for the accounts
other than the direct investment accounts.
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their offices in the Caribbean in the
second half of the year to offset with-
drawals by U.S. residents and to fund
lending to other U.S. banks by those
offices. Foreign-owned banks were en-
couraged to transfer funds to offices in
Japan for much of the year by the in-
crease in Japanese interest rates rela-
tive to U.S. interest rates and to trans-
fer funds to meet strong demand for
dollar credits in Asian banking centers.

U.S. banks’ own dollar claims on
foreign public borrowers and other pri-
vate foreigners decreased $0.6 billion,
to $1038.7 billion, reflecting a moderate
increase in claims on Japan, Canada,
and the Caribbean that was more than
offset by an $8.1 billion decrease in
claims on Latin America. This re-
duction principally represented further
widespread cutbacks in outstanding
bank claims on those debtor countries
through write-downs, debt swaps, and
sales of loans in secondary markets.
Among the largest debtor countries,
Brazil suspended interest payments in
late 1989, after temporarily becoming
current following debt restructuring in
1988; Argentina’s U.S. loans were sub-
ject to write-downs by U.S. banks at
the urging of federal regulators; and
Mexico’s prolonged negotiations with
foreign commercial banks on major
debt restructuring continued.

U.S. claims payable in foreign cur-
rencies decreased $1.1 billion, to
$68.2 billion, following 5 consecu-
tive years of large increases. Much
of the decrease was attributable to
Japan, reflecting repatriation to the
Japanese domestic market of yen-
denominated business booked at U.S.
banking offices and, possibly, a shift in
Japanese investors’ preferences toward
dollar-denominated assets.

Banks’ domestic customers’ claims
increased $6.5 billion, to $54.0 bil-
lion, partly because of a step-up in
deposits by U.S. money market mutual
funds in the Caribbean and the United
Kingdom. In addition, claims in-
creased $1.9 billion when banks acted
as trustees for foreign governments
that raised dollar funds in U.S. capi-
tal markets to prepay Foreign Military
Sales credits that carried high interest
rates.

Foreign securities

Holdings of foreign securities in U.S.
portfolios increased $32.8 billion, or
20 percent, to $189.6 billion (line 14).
Record net purchases of $21.9 billion
were augmented by $13.3 billion in
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price appreciation of stocks. Exchange
rate depreciation reduced the value of
holdings only modestly.

U.S. holdings of foreign stocks in-
creased $28.4 billion, to $91.1 billion;
record net purchases of $16.6 billion
were augmented by $12.5 billion in
price appreciation, a 45-percent in-
crease (line 16). Net purchases of
Western European stocks increased
sharply, to $14.9 billion, as U.S. de-
mand responded to buoyant markets
in Europe, where prices climbed 12
to 30 percent, bolstered by continued
economic growth and strength in corpo-
rate earnings. Net purchases of British
stocks were augmented in the third
quarter by a single large exchange
of stock associated with a foreign di-
rect investment transaction. Net pur-
chases of stocks from the Nether-
lands, Switzerland, and France also
rose sharply. Net purchases from
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West Germany strengthened in the sec-
ond half, partly in anticipation of the
economic expansion that might occur
as a result of political and economic
union with East Germany. Net pur-
chases of Canadian stocks remained
strong, at $4.0 billion, and holdings
were bolstered by a 17-percent appre-
ciation in Canadian stock prices and
the advance of the Canadian dollar
over the U.S. dollar. Despite record
highs in Japan’s stock market, U.S.
sales virtually offset purchases over
the year.

U.S. holdings of foreign bonds in-
creased $4.5 billion to $98.5 billion,
primarily as a result of large net pur-
chases of British gilt-edged bonds (line
15). Net purchases of bonds of $5.3
billion and price appreciation of $0.7
billion were partly offset by $1.5 billion
in exchange rate depreciation, mostly
on British gilts.

‘Table 1.—U.S. Assets Abroad and Foreign Assets in the United States: Changes and Amounts Outstanding
[Millions of dollars]

Changes in 1989 (decrease (=
Attributable to:
Ambounts Amounts
outstand- Valuation adjustments outstand-
Line Type of investment Type of valuation ing, " al Total ing,
yearend | Capif Ex- yearend
19887 | flows | Price | change | Other |@¥e+d)) jog9,
@ changes rate  |changes?
(b)) |changes!| (d)
(©)
1) U.S. assets abroad:
2[ U.S. official reserve assets Current . 47,802| 25,293 1,512 2 26,807§ 74,609
3 3ol istori 11,057 42 2 11,059
4 Special drawing rights 9,637 535 ~221 314 9,951
5 Reserve position in the International 9,745 -471 ~226 ~697 9,048
Monetary Fund.
6 Foreign currenci 17,363 25,229 1,959 27,188) 44,551
71 U.S. Government assets, other than Historical c..ccerreereened 85,571 ~1,185 -15 -24 -1,224 84,347
official reserve assets.
8 U.S. loans and other long-term assets °..| Historical 84,8921 -1,035 =3 -16 -1,054| 83,838
9 R le in dollars Historical .. 83,427 -1,080 9 -1,071} 82356
10 Other ® Historical 1,465 45 -3 =25 17 1,482
1 U.S. foreign currency holdings and Historical ... 680 ~151 =12 -8 -171 509
U.S. short-term assets.
12| U.S. private assets:
13 Direct i abroad Historical .. 333,501| 31,722 -1,466 9,679 39,935| 373436
14 Foreign Current, 156,778¢ 21,938 13,259} ~2,350 32,847| 189,625
15 Bonds 5284 7211 -1,553 4,452| 98,498
16 C stocks. Current 62,732 16,654| 12,538 ~797 28,395| 91,127
17 U.S. claims on unaffiliated f igl Hi 33932 -1,391 -1,391 32,541
reported by U.S. nonbanking
concems.
18 U.S. claims reported by U.S. banks, Historical .. 608,036 50,684 =763 49,921 657,957
not included elsewhere.
19| Foreign assets in the United States:
20 Foxseign official assets in the United Current %uueinsesnsensssd 321,611 8,823 6,768 15,591 337,202
tates.
21 US. G 260,934| 1,716 3,246 4962 265,896
2 U.S. Treasury securities. 252,962 333 3,030 3,363 256,325
23 Other ) 1,383 216 1,599 9,571
24 Qther U.S. Government liabilities 2......, Historical .. 14,788 332 332 15120
25 U.S. liabilities reported by U.S. banks, | Historical.. 31,519 4940 4940) 36459
not included elsewhere.
26 Other foreign official assets Current. 14,3701 1,835 3,522 5357 19,727
27] Other foreign assets in the United States:
28 Direct investment in the United States...| Historical .. 328,851 72;244 =21 71,967) 400,817
29 U.S. Treasury SECUritieS. o mmmmsmsersrssses Current. 100,877{ 29,951 3,979 33,930| 134,807
30 U.S. securities other than U.S. Current, 395,582] 39,568| 55926] -1,271 94,223| 489,805
Treasury securities.
31 Corporate and other bonds....... ...| Current. 194,606! 32964 3,276] -1,271 34969| 229,575
32 Corporate stocks. Current 2009761 6,604 52,650 59,254 260,230
33 U.S. liabilities to unaffiliated Historical .. 36,039 2,867 ~30 2,837) 38,876
foreigners reported by U.S.
nonbanking concerns.
34 U.S. liabilities reported by U.S. banks, | Historical .. 613,744 61,199 -188 61,011 674,755
not included elsewhere.

See footnotes at end of table.



56

New issues of dollar bonds in the
United States barely exceeded redemp-
tions in 1989. Although U.S. long-term
interest rates declined sharply in the
year, foreign borrowers limited their
placements to $6.6 billion, approxi-
mately the prior year’s level. Canadian
new issues in the United States were
nearly unchanged at $2.7 billion, de-
spite a widening in the differential
of Canadian interest rates over U.S.
rates. New issues by other countries
slowed, to $2.5 billion, partly offset
by a step-up in placements by inter-
national financial institutions, to $1.4
billion. Redemptions of outstanding
dollar bonds mostly by Canada and in-
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ternational financial institutions were
$5.6 billion.

Net U.S. purchases of other out-
standing bonds, at $4.3 billion, were
more than accounted for by purchases
of $8.0 billion in British bonds. U.S.
purchases were encouraged by a con-
siderable widening in long-term inter-
est rate differentials as British rates
climbed and U.S. rates fell. Simi-
larly, purchases of outstanding Cana-
dian bonds increased as that differ-
ential also widened over U.S. rates.
Holdings of Japanese bonds were lig-
uidated, mostly during the midyear
political uncertainties that affected the
ruling Japanese party.
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U.S. direct investment abroad and other
private assets

U.S. direct investment abroad in-
creased $39.9 billion, or 12 percent—a
near doubling of the rate of growth—to
$373.4 billion, strengthened by sus-
tained economic growth and rising for-
eign interest rates overseas (line 13).
Strong capital outflows consisted of
reinvested earnings of $22.4 billion,
intercompany debt outflows of $14.2
billion, and partly offsetting equity in-
flows of $4.9 billion from the sale of
affiliates. Valuation adjustments of
$8.2 billion reflected the sale of sev-
eral affiliates for more than the book

Table 1.—U.S, Assets Abroad and Foreign Assets in the United States: Changes and Amounts Outstanding-—-Continued

[Millions of dollars]
Amounts outstanding, by area
Western Europe Canada Japan Latin America and Other countries,
Line Type of investment Type of valuation O}t!ier Western mtemauona:md
1988 | 1989 | 1988 | 1989 | 1988 | 1989 flocated ¢
1988 1989 1988 1989
1 { U.S. assets abroad:
21 U, official reserve assets Current 14,970 29,744 *) *) 2,345 13,562 48 1,159 30,439 30,144
3 3ol Historical 11,057 11,059
4 Special d g rights. Current 9,637 9,951
5 Reserve position in the | Monetary Fund Current 9,745 9,048
6 Foreign currencies Current 14,970 29,744 *) ™) 2,345 13,562 48 1,159 86
7 U.S. Government assets, other than official reserve assets ...l Historical wviimmsssssmesiassssssissned 9,059 8,487 343 306 31 27 18,584 18,416 57,556 57,110
8 U.S. loans and other long-term assets s Historical 9,012 8,451 320 290 18,238 18,099 57 323 56,997
9 le in dollars Hi 8,853 8,312 320 290 17,878 12,745 56,377 56,008
10 Other ¢ Historical 159 139 360 354 946 989
1 U.S. foreign currency holdings and U.S. short-term assets...| HiStOTCal v immissssssnrnsiressssesess 47 36 23 16 31 27 346 317 233 113
12 U.S. private assets:
13 Direct i abroad Historical 156932t 176,736 62,610 66,856 17,927 19,341 51,041 61,364 | 744991 | 749,139
14 Foreign securiti Current ,887 | 109,528 5,508 74,515 ® ® 1,070 1,383 85,310 84,139
15 Bonds Current 47,361 49,765 42,945 46,217 ® ®) ® © 83,739 £2,516
16 Corporate stocks Current 37,526 59,763 22,563 28,358 ® ®) 1,070 1,383 81,571 21,623
17 U.S. claims on unaffiliated foreigners reported by U.S. HiStOTICal cuuvisssvismsnsinasersssasassasesness 15,155 14,193 3,429 3,035 1,495 1,618 10,376 9,645 3477 4,050
nonbanking concerns.
18 us. cla:lms reported by U.S. banks, not included HiSOTICAL suuvsusnseersssrsseesssssssrsssssased 1550851 159,848 24,066 20,178 | 138,661 | 154,588 | 226,105 | 248,964 64,119 74,379
elsewhere, «
19 | Foreign assets in the United States:
20|  Foreign official assets in the United States Current ? 125,161 | 135,710 9,670 9,780 () (9 11,049 9,964 (G} 9
21 US. G Current (O [ (@) (@] (9 (9 (] Q] () (%)
22 U S Treasury securities Current {0 ¢h) Q) o 9 09 Q) () G (9
23 er. Current 9} (@] ()] (W] (') (9 (") (1) (W) (%)
24 Othcr U.S. Government liabilities 12 Historical 4,180 3,530 314 324 1,681 1,896 580 696 8,032 8,673
25 U.S. liabilities reported by U.S, banks, not included HISIOMCA] wunrirresssssnssssnsensssssacnass (O] (& (O] (D] 9 9 (@] (@] Q)] Q]
elsewhere,
26 Other foreign official assets, Current (W} (&) Q] Q] 9 9 Q] o (o] )
27 Other foreign assets in the United States:
28 Direct investment in the United States Hi 216418 | 262,011 27,361 31,538 53,354 69,699 17,019 20,348 14,698 17,220
29 U.S. Treasury securities Current ! () (') ) (9 9 (' () ) (')
30 U.S. securities other than U.S. Treasury securities.....co..........| Current 258,203 | 309,578 33,513 41,154 50,235 65,144 28,438 41,395 25,193 32,534
31 Corporate and other bonds Current 139474 | 160,078 4,979 6,172 30,996 37,750 6,212 9,994 12,945 15,581
32 C stocks Current 118,729 | 149,500 28,534 34,982 19,239 27,394 22,226 31,401 12,248 16,953
33 U.S. liabilities to unaffiliated foreigners reported by U.S. 18,741 21,147 2,089 2414 5,817 6,885 2,534 2,506 6,858 5924
nonbanking concerns.
34 us. halla:lmes reported by U.S. banks, not i H ) (@] 9 9 9 %) ) (9 ) [Q]
elsewhere,

 Revised. ludes, as part of i 1 and unal d, the esti d direct in foreign affiliates en-
# Preliminary. gaged in international shlppmg, in operating oil and gas drilling equipment that is moved from country to
+ Includes U.S. gold stock. country during the year, and in petroleum trading.
* Less than $500,000 (). 8. US. hcldmgs of foreign securities in some areas may be und d. This is in part due
to the g of security by area of transactor rather than by area of issuer,
1. Represents gains or losses on forel currency-denominated assets due to their revaluation at current ex-
change ates. Cufrency 20 pre\)/,musly ded in U.S. direct investment capital flows, are 9. Includ other USs. G liabilities and liabilities reported by U.S. banks, not included elsewhere,
now Incl e in rate ch ? valued at historical prices.
2. Includes changes in ge, statistical discrepency, and other adj to the value of assets. 10. Details not shown separately.

3. Includes gold valued at the official price of $42.2222 per fine ounce.

4. Reflects changes in gold stock from U.S. Treasury sales of gold medallions and commemorauve and bul-
lion coms, also reflects replcmshmcm through open market purch These d are
not included in i capital flows.

5. Also includes paid-in capital subscription to i

1 e PICI IO .

11, Details not shown separately are included in totals in line 20,
12. Primarily U.S. G liabilities d with military sales
ranged with or through foreign official agencies.

and other ions ar-

Note.—Curment value—Assets valued at current prices. Historical value—Assets valued at prices at time of

of
miscellaneous claims that have been settled through international agreements to be payable to the U.S. Govern-
ment over periods in excess of 1 year. Excludes World War I debts that are not being serviced.
6. Includes indebtedness that the borrower may contractually, or at its option, repay with its currency, with a
third country’s currency, or by delivery of materials or transfer of services.

If assets turn over frequently, or maturities are short-term, historical valuation may approximate
current valuation.
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value carried in last year’s position. A
partly offsetting exchange rate adjust-
ment, which was formerly recorded in
capital flows, reflected a loss in dol-
lar values resulting from translation
of foreign affiliates’ assets and liabili-
ties from foreign currencies into dollars
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between the end of accounting peri-
ods. Reinvested earnings accelerated
in 1989; they had been held to low lev-
els in 1988 when affiliates distributed
unusually large dividends. The distri-
bution of dividends returned to more
normal levels in 1989 and was aug-
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mented by continued strong operating
earnings abroad. Intercompany debt
outflows accelerated; several U.S. par-
ent companies made loans to existing
foreign affiliates for purposes of ac-
quisitions by their affiliates. Equity
inflows reflected sell offs of foreign

Type of Valuation

U.S. official reserve assets

Line 3 .Gold is valued, pursuant to Public Law 93-110, at the of-
ficial price of $42.2222 per fine troy ounce on the books of the U.S.
Treasury. The market price of nonmonetary gold was over $400 per
fine ounce at yearend 1989,

Lines 4-5 Special drawing rights and the reserve position in the
International Monetary Fund are the U.S. dollar equivalents of the
SDR amounts outstanding at end of period, stated in current values
and converted at end-of-period SDR/U.S, dollar exchange rates.

Line 6 Foreign currency reserves are the U.S. dollar equivalent
of foreign currencies converted at end-of-period exchange rates or at
rates negotiated between monetary authorities.

U.S. Government assels

Lines 9-11 U.S. Government assets, other than official reserve as-
sets, are amounts outstanding based on value at time of transaction,
as reported by U.S. Government agencies. Amounts outstanding de-
nominated in currencies other than U.S. dollars are converted to
dollars at end-of-period exchange rates under terms of applicable
domestic regulations and/or bilateral and international agreements.

U.S. private assets

Line 13 U.S. direct investment abroad is the amount outstanding
as carried on the books of foreign affiliates and, thus, reflects prices
on affiliates’ books at the time of investment rather than prices of the
current period. Capital flows, which measure transactions between
U.S. parents and foreign affiliates during the year, are recorded at
transactions value. Valuation adjustments are made for changes in
book value that do not arise from capital flows. They also are made
for changes in value that arise because of changes from the end of one
accounting period to the next in exchange rates applied in translation
of foreign affiliates’ assets and liabilities from foreign currencies into
U.S. dollars.

Lines 15-16 Foreign securities held by U.S. residents are valued
at current market prices at end of period. Outstanding stocks are
revalued by changes in price indexes of major foreign stock markets,
and outstanding bonds are revalued by changes in prices of foreign
dollar bonds in the United States. Foreign currency securities are
revalued by changes in U.S. dollar exchange rates. These holdings are
not tied to a recent benchmark; the last census of foreign securities
held in the United States was in 1941.

Line 17 U.8. claims on unaffiliated foreigners reported by U.S.
nonbanking concerns are face amounts outstanding on U.S. reporters’
books at end of period, mostly valued at initial cost. Financial claims,
mostly less than 1 year in maturity, account for more than one-half
of reported amounts. Foreign currency claims are reported in U.S.
dollars at exchange rates at or near end of period.

Line 18 U.S. claims on foreigners reported by banking institutions
in the United States are face amounts outstanding on the U.S. re-
porters’ books at end of period valued at initial cost. Interbank claims,
mostly under 3 months in maturity, account for two-thirds of reported
amounts. Some claims on countries encountering debt-servicing prob-
lems, although on reporters’ books at face value, are subject to steep
discounting in the secondary market. Foreign currency claims are
reported in U.S. dollars at exchange rates at or near end of period.

Foreign official assets

Line 22 U.S. Treasury securities held by foreign official agen-
cies include (1) Short-term Treasury bills—mostly 6 months or less
in maturity—reported by U.S. banking institutions at par value;

(2) a small amount of nonmarketable Treasury bonds carried at
transactions value at time of issue; and (3) marketable Treasury
bonds—which account for most of the holdings—revalued to current
market prices at end of period. Holdings of Treasury bonds are
rebenchmarked about every 5 years; the most recent benchmark was
for 1984.

Line 23 Other U.S. Government securities held by foreign offi-
cial agencies are revalued to current market prices at end of period.
Holdings are rebenchmarked about every 5 years; the most recent
benchmark was for 1984.

Line 24 U.S. Government liabilities to foreigners are amounts out-
standing, based on value at time of transaction, as reported by U.S.
Government agencies. A small amount of liabilities denominated in
currencies other than U.S. dollars are reported in dollars at end-of-
period exchange rates under terms of applicable domestic regulations
and/or bilateral and international agreements.

Line 25 U.S. liabilities to foreigners reported by banking insti-
tutions in the United States are face amounts outstanding on U.S.
reporters’ books at end of period valued at initial cost. Liabilities are
largely under 1 year in maturity.

Line 26 U.S. securities, other than Treasury securities, held by for-
eign official agencies are valued at current market prices at end of
period. Outstanding stocks are revalued by changes in the Standard
and Poor’s composite 500 index, and outstanding bonds are revalued
by changes in prices of U.S. bonds, Holdings are rebenchmarked about
every 5 years; the most recent benchmark was for 1984.

Other foreign assets in the United States

Line 28 Foreign direct investment in the United States is the
amount outstanding as carried on the books of U.S. affiliates and,
thus, reflects prices on affiliates’ books at the time of investment
rather than prices of the current period. Capital flows, which measure
transactions between foreign parents and U.S. affiliates during the
year, are recorded at transactions value. Valuation adjustments are
made for changes in book value that do not arise from capital flows.

Line 29 U.S. Treasury securities held by other foreigners primarily
consist of marketable Treasury bonds outstanding revalued to cur-
rent market prices at end of period. Holdings of Treasury bonds are
rebenchmarked about every 5 years; the most recent benchmark was
for 1984. Small amounts of Treasury bills—mostly 6 months or less
in maturity—are reported by U.S. banking institutions at par value.

Lines 31-32 U.S. securities, other than Treasury securities, held
by other foreigners are valued at current market prices at end of pe-
riod. Outstanding stocks are revalued by changes in the Standard
and Poor’s composite 500 index, and outstanding bonds are revalued
by changes in prices of U.S. bonds issued abroad. Bonds denominated
in foreign currencies are converted to U.S. dollars at end-of-period ex-
change rates. Holdings are rebenchmarked about every 5 years; the
most recent benchmark was for 1984.

Line 33 U.S. liabilities to unaffiliated foreigners reported by U.S.
nonbanking concerns are face amounts outstanding on U.S. reporters’
books at end of period, mostly valued at initial cost. Financial lia-
bilities, mostly less than 1 year in maturity, account for one-half of
reported amounts. Foreign currency liabilities are reported in U.S,
dollars at exchange rates at or near end of period.

Line 34 U.S. liabilities to foreigners reported by banking institu-
tions in the United States are face amounts outstanding on the U.S.
reporters’ books at end of period valued at initial cost. Interbank li-
abilities, ranging from overnight to 3 months in maturity, account
for two-thirds of reported amounts. Foreign currency liabilities are
reported in U.S. dollars at exchange rates at or near end of period.
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affiliates by U.S. companies engaged
in restructuring their worldwide op-

erations. (Details on 1989 direct in-
vestment developments are in a sepa-
rate section on “U.S. Direct Investment
Abroad” in this article.)

Claims on unaffiliated foreigners re-
ported by nonbanking concerns in the
United States decreased $1.4 billion, to
$32.5 billion, reflecting a reduction in
Eurodollar deposits of major U.S. cor-
porations (line 17). Their withdrawals
from U.S. banks’ foreign offices in the
United Kingdom and the Caribbean
were heavy in the second half, ac-
counting for much of the $3.7 billion
decrease, to $18.1 billion, in U.S. non-
banking concerns’ financial claims. Ex-
port financing accelerated, leading to a
$2.3 billion increase, to $14.4 billion,
in commercial claims, bolstered in the
second half by declining U.S. interest
rates.

U.S. official reserve assets and other
U.S. Government assets

U.S. reserve assets increased $26.8
billion, to $74.6 billion, almost en-
tirely from exchange market interven-
tion purchases of German marks and
Japanese yen (line 2). Net positive
valuation adjustments of $1.5 billion
mostly reflected appreciation of Ger-
man mark holdings partly offset by
depreciation of Japanese yen holdings.
Holdings of Special Drawing Rights in-
creased, and the reserve position with
the International Monetary Fund de-
creased; both included a negative valu-
ation adjustment reflecting a decline in
the market basket of currencies used
to value them.

U.S. Government assets other than
official reserve assets decreased $1.2
billion, to $84.3 billion; repayments
again exceeded credit disbursements
(line 7). Disbursements of credits
through most government lending pro-
grams continued to decline, and foreign
countries continued to prepay Foreign
Military Sales credits, although at a
slower pace than in 1988.

Changes in Foreign Assets
in the United States

Rank liabilities

Liabilities to private foreigners and
international financial institutions re-
ported by U.S. banks increased $61.0
billion, to $674.8 billion, reflecting sub-
stantial borrowing from foreign banks
to fund surges in dollar lending to the
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overseas interbank market and to fund
limited U.S. domestic loan expansion
(line 34). Dollar funds came largely
from banks in Caribbean banking cen-
ters, Japan, and a few countries in
Western Europe. Depositing in the
United States by nonbank foreigners
was substantial. Sustained strength
of the dollar in exchange markets con-
tributed to dollar inflows. Banks’ li-
abilities payable in foreign currencies
decreased after large increases for the
past several years.

Banks’ own liabilities payable in dol-
lars increased $58.0 billion, to $545.4
billion, mostly in the second half of the
year. U.S. banks’ liabilities to own for-
eign offices increased $29.4 billion, to
$318.6 billion, and liabilities to unaf-
filiated banks increased $15.0 billion,
to $135.3 billion. U.S.-owned banks
borrowed heavily in the second half of
the year from Caribbean offices to fi-
nance a surge in lending to other world
financial centers. In the first half
of the year, encouraged by declining
Eurodollar rates relative to U.S. inter-
est rates, overseas borrowing financed
part of the surge in domestic lend-
ing for corporate restructuring in the
United States. Foreign-owned banks
borrowed heavily in the fourth quar-
ter; most borrowing was by Japanese
banks to fund home offices in Japan
and to increase their domestic U.S.
loan portfolios.

Banks’ own liabilities to other pri-
vate foreigners and international fi-
nancial institutions increased $13.6
billion—the largest increase since
1982—to $91.6 billion. Most of the in-
crease occurred in the second quarter,
when the U.S. dollar exchange rate ap-
preciated sharply, and in the fourth
quarter.

Banks’ custody liabilities payable in
dollars increased $11.6 billion, to $62.9
billion. Borrowing in the first half of
the year reflected a surge in demand
for bank credit for merger-related ac-
quisitions in the United States. Addi-
tional drawing on Eurodollar credits by
nonbank residents in the United States
was induced by a significant widen-
ing of the prime-LIBOR differential
favoring overseas borrowing.

Banks’ own liabilities payable in for-
eign currencies decreased $8.6 billion,
to $66.4 billion, reflecting a sharp
cutback in yen funding by Japanese-
owned banks in the United States. An
increase in funding in foreign curren-
cies from banks in the Caribbean and
Western Europe offset some of this
drop.
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U.S. Treasury securities

Record net purchases of $30.0 bil-
lion and price appreciation of $3.9
billion boosted holdings of U.S. Trea-
sury securities by private foreigners
and international financial institutions
to $134.8 billion (line 29). Record
net purchases—$27.2 billion—of mar-
ketable Treasury bonds accounted for
much of the increase despite a sub-
stantial narrowing in interest rate dif-
ferentials between U.S. and foreign
government bonds. Foreign demand
accelerated early in the year, bolstered
by the dollar’s recovery in exchange
markets and relatively high U.S. in-
terest rates. Demand picked up again
later in the year when prospects for
capital gains strengthened as the U.S.
economy appeared to slow and as inter-
national investing was affected by po-
litical uncertainties in Asia. Net pur-
chases of Treasury securities by British
residents tripled and were especially
heavy in the third quarter. Other con-
tinental European investors also added
significant amounts to their holdings.
Net purchases by other countries were
limited. Japan’s net purchases were
small, because periods of heavy buying
were offset by large midyear sales.

Other U.S. securities

Foreign holdings of U.S. securities
other than U.S. Treasury securities in-
creased $94.2 billion, or 24 percent, to
$489.8 billion, reflecting large net pur-
chases of U.S. bonds and substantial
price appreciation of U.S. stocks (line
30).
Foreign holdings of U.S. bonds in-
creased $35.0 billion, to $229.6 billion,
as a result of net purchases of $33.0
billion and price appreciation of $3.3
billion; exchange rate depreciation was
partly offsetting (line 31). New issues
of bonds sold abroad by U.S. corpo-
rations, although virtually unchanged
from last year, at $19.3 billion, were
heavy in the first half. In the sec-
ond half, U.S. demand slowed, espe-
cially for financing corporate restruc-
turing. U.S. industrial corporations
accelerated their overseas placements,
mostly in the first half, and finan-
cial institutions reduced their place-
ments. Straight fixed-rate bonds dom-
inated new issues, but, as the year
progressed, foreign currency issues in
Japanese yen, British pounds, and
Swiss francs became more popular.
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Equity-related issues were very small
despite the buoyant U.S. stock market.

Foreigners substantially accelerated
their net purchases of U.S. federally
sponsored agency bonds to $13.7 bil-
lion. Demand was strongest from the
United Kingdom and Japan: Foreign
investors chose to enhance the quality
of their portfolios as weakness arose
in the U.S. corporate bond market
and as political uncertainties in Asia
heightened.

Foreign holdings of U.S. stocks in-
creased $59.3 b11110n to $260.2 billion,
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mostly from $52.6 billion in price ap-
preciation resulting from a 13-percent
advance in U.S. stock prices (line 32).
Net purchases were $6.6 billion and
were strongest from May to Octo-
ber when the dollar appreciated, U.S.
stock prices rose rapidly, and short-
and long-term U.S. interest rates fell.
Strong net purchases of $3.2 billion by
Japan and of $2.9 billion by institu-
tional investors in Caribbean countries
accounted for most of the rise in net
purchases. Within Western Europe,
net sales by Switzerland, West Ger-
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many, and other Western European
investors were nearly offset by strong
British net purchases of $3.5 billion.
Western European investors may have
shifted funds to their domestic stock
markets, which advanced strongly in
1989.

Foreign official assets

Foreign official assets in the United
States increased $15.6 billion, to
$337.2 billion: Net purchases in-

Table 2.—U.S. Assets Abroad and Foreign Assets in the United States: Amounts Outstanding at Yearend, 1975-89

{Millions of dollars]
Line Type of investment Type of valuation 1975 1976 1977 1978 1979 1980 1981 1982 1983 | 1984~ | 1985~ | 1986~ | 1987~ | 1988~ | 1989~
1] US. assets abroad:
2| US. official reserve assets ! Current 2 16,226 18,747 19,314] 18,650 18,956| 26,7561 30,075] 33,957| 33,748 34,933 43,185] 48,510| 45800] 47,802 74,609
3 Gold ! Historical 11,5991 11,598| 11,719| 11,671 11,172| 1L160] 11,151F 1L,148| 11,121 11,096} 11,090) 11,064( 11,078 11,057 11,059
4 Special d g rights* (011, - | SOR— 2,335] 2,395 2629| 1558 2:724| 2610] 4096 5250 5025| 5641| 7.203] 8395| 10283] 9.637) 9951
5 Reserve posmon in the I 1 Current 2212] 4434 4 1,047) 1,253| 2,852] 5,054] 7,348 11,312 11,541) 11,947f 11,730 11,349F 9,745 9,048
Monetary Fund !
6 Foreign currencies ! Current 80 321 20{ 4,374] 3807 10,1340 9,774 10212 6,289| 6,656) 12,856 17,322| 13,000) 17,363 44,551
7] U.S. Government assets, other than Historical ..o uciivosssnens 41,804 45994| 49,544 54,200 584237 63,768 68,677 74,584 79,491 84,895{ 87,676 89,598 88,569 85,571 84,347
official reserve assets,
8 U.S. loans and other long-term assets *. 3....| Historical ... 30,809 44,124 47749 52,252{ 56,477 62,0231 67,201 72,884} 77,814| 82,883} 85814 88,747| 87,628 84,892) 83838
9 ble in dotlars Hi: I 36,815 41,309] 45,154| 49,817 54,085 59,799 64,959( 70,948( 75991 81,103 84,087: 87,1491 86,014] 83,427] 82,356
10 Other* Histori 29941 2815] 2,595] 2435| 2392| 2224] 2242| 1,936y 1,823] 1,780 1,727¢{ 1,598 1,614] 1,465 1,482
1 U.S. foreign holdings and U.S. { Historical 1,995] 1,870 1,795} 1948] 1946 1,745] 1 476 1,700 1,677) 2012] 1,862 851 941 680
short-term assets,
121 U.S, private assets:
13 Direct i abroad %, Historical 136,809 145,990} 162,727| 187,858 | 215,375 228,348{ 207,752 207,203 | 211,480| 230,250 259,800 314,307 333,501 | 373,436
14 Foreign Current 3,3 8 2,65, 75,3001 83,393| 88917| 112,226| 131,736| 146,714] 156,778 | 189,625
15 Bonds 57,5291 61,900| 72,934| 81,7231 92, 94, 046 98,498
16 Corp stocks. 864 27,017| 39,292 50,013] 54,670| 62,732 91,127
17 U.S. claims on unaffiliated foreigners Historical ... 20317{ 22256] 280701 31,497 34672 35:853| 28.583| 35,117 30,056] 20,023| 36417| 31,085 33932 32541
reported by U.S. nonbanking
concems °,
18 U.S. claims reponed by U.S. banks, not | Historical ... 59,767| 81,135) 92,562} 130,816] 157,029 | 203,866 293,508 404,578 434,505 | 445,631 447,363 | 507,338 [ 549,457 | 608,036{ 657,957
included elsewhere 7.
19| Foreign assets in the United States:
20|  Foreign official assets in the United States .| Current ® 173,057} 159,8521 176,062 180,425 189,109} 194,468 | 199,600| 202,545 241,195} 282,886| 321,611 337,202
21 US. G securi Current.. 128,511 106,640¢ 118,180 125,130( 132,587 | 136,987 [ 144,665] 145,063} 178,915] 220,548 260,934 | 265,896
22 uUs. Treasury securities ®. Current 123,991 101,748 ) 111,336 117,004 124,929| 129,716 138,168 | 138,438} 173,310| 213,713| 252,962 256,325
23 Other? Current 4,520 4,892 6,853 8,126 7,658 1271 6,497 6,625 5,605 6,835 7972 9,571
24 Other U.S, Government liabilities *°........| Historical ... 8,8 12,7491 12,749{ 13,3671 13,029] 13,639} 14231] 14,971] 15865 18,000| 15497| 14,788 15,120
25 U.S. liabilities reported by U.S. banks, | Historical .. 17,231 18 23,327| 30,540 30, 381 26,737 24,989 25,534| 26,090| 26,734] 27 920} 31 8381 31,519) 36459
not included elsewhere.
26 Other foreign official assets ® Curent 5,782 7217 84701 9923} 14,125) 15529) 17,894| 17,716| 13,964 14,882 16,359 15,003 14,370| 19,727
27| Other foreign assets in the United States:
28 Direct investment in the United States ' .| Historical ... 83,046 108,714 124,677| 137,061 | 164,583 | 184,615| 220,414 | 271,788} 328,851{ 400,817
29 U.S. Treasuty SECUTItEs % eceruussasersessssssss Current.. 16,113] 18,505] 25,758| 33,846 62,121 87,954 96,078| 82,588} 100,877 134,807
30 us. segqriti:,s other than U.S. Treasury | Current.. 54913 53,554 74,114 75,085; 92,988 113,811} 128,477] 207,868 | 310,883 | 346,187 | 395,582 489,805
securities .
31 Corporate and other bonds * Current 11,964) 11,456] 11,457| 10269 9,545| 10,694] 16,709| 17,454 32,421| 82,290 141,943 | 170,544 { 194,606 229,575
32 Corporate StOCKS? wummsssmunsmisissisissseses Current 42,9491 397791 42,097 48318 64,569 64,391} 76,279| 96,357 96,056| 125,578 | 168,940| 175,643] 200,976 260,230
33 U.S. liabilities to unaffiliated foreigners | Historical ... 13,905 12961) 11921 16,019 18,669 30426 30,606 27,5327 269371 31,0241 29458 26902 29,818| 36,039| 38876
reported Is)y U.S. nonbanking
concerns °,
34 U.S. liabilities reported by U.S. banks, | Historical ... 42,475] 53465| 60,184 77,719} 110,326 121,069 165,361 | 227,988 | 278,330| 312,179 354,497| 451,613 540,731] 613,744 | 674,755
not included elsewhere 7,

6. Breaks in the series reflect: in 1972 and 1978, expandcd Teporting coverage; in 1982, an increase in re-

;l;:llxmmary porters’ exemption levels.
- i i . 7. Breaks in the series reflect; in 1972, Xp ded s in 1978, ded of bank
i 1. Total reserve assets 1pqlude increases from changgs.m the par value of the ‘dqllar: on .May 8, .1972., the holding companics and of brokers and sccurity d ea]ers Yeponing of llabllmes, o 1981 expanded c;verage nk
increase totaled $1,016 million, consisting of $828 million gold stock, $155 million special drawing rights brokess' and security dealers’ reporting of claims; in 1 977lman‘d 1982, an o

(SDR’s), and $33 million U.S. reserve -position in the International Monetary Fund (IMF); on October 18,
1973, the increase totaled $1,436 million, consisting of $1,165 million gold stock, $217 million SDR's, and
$54 million reserve position in the IMF, The gold stock is valued at $35 per fine troy ounce uniil May 8,
1972; thereafter, at $38 per fine troy ounce until October 18, 1973, pursuant to the Par Value Modification Act
(P.L. 92-268); and, thereafter, at $42-2/9 per fine troy ounce pursuant to an amendment (in P.L. 93-110) to the
Par Value Modification Act. Beginning in 1974, the value of the SDR, in which U.S. holdings of SDR's and
the reserve position in the lMF are denominated, fluctuates based on the weighted average of exchange rates
for the ies of p Foreign reserves are valued at exchange rates at time of
purchase through 1973 and at current exchange rates thereafter.

2. Includes gold valued at the official price.

3. Also includes paid-in capital subscription to international fi and of
miscellaneous claims that have been settled through international agreements to be payable to the U.S. Govern-
ment over periods in excess of 1 year. Excludes World War I debis that are not being serviced.

4. Includes indebted that the may or at its option, repay with its

a1 di

, with a

P

levels; and in 1986, an increase in liabilities of nonbanking concerns held in bank custody.

8. Includes other U.S. Govemment liabilities and Yabilities reported by U.S. banks, not included elsewhere,
valued at historical prices.

9. Estimates include results of 1974, 1978, and 1984 portfolio benchmark surveys conducted by the U.S,
Department of the Treasury. Beginning with the 1978 benchmark, marketable Treasury bonds are valued at
market price; previously, they were valued at acquisition price.

10. Primarily U.S. Government liabilities associated with military sales contracts and other transactions ar-
ranged with or through foreign official agencies.

11. Estimates are linked, for 1980 forward, to the U.S. Department of Commerce 1980 benchmark survey;
for 1973-79, to the Commerce 1974 benchmark survey; and' through 1972, to the Commerce 1959 benchmark
survey.

Nore.—Current value—Assets valued at current pnces Historical value—Assets valued at prices at time of

third country’s currency, or by delivery of materials or transfer of services.

5. Estimates are linked, for 1982 forward, to the U.S. Department of Commerce 1982 benchmark survey
and, for 1977-81 and 1966-76, to the Commerce 1977 and 1966 benchmark surveys, resp ly.

If assets turn over frequently, or maturities are short-term, historical valuation may approximate
current valuation.

Revised area tables for 1975-89 are available upon request fmm the Balance of Payments Division (BE-58),
Bureau of Economic Analysis, U.S. Dep of C C 20230.
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creased $8.8 billion, and price appre-
ciation added $6.8 billion (line 20).
Assets of OPEC members increased
$10.7 billion, mostly in purchases of
U.S. Treasury bonds, following sub-
stantial reductions every year since
1982. Assets of industrial countries
were unchanged: Substantial inter-
vention sales of dollars in exchange
markets in the second and fourth quar-
ters were offset by increases in hold-
ings in the first and third quarters.
Other countries increased their dollar
assets $1.8 billion, but a few newly in-
dustrialized countries in Asia reduced
their dollar assets significantly.

Foreign direct investment in the United
States and other liabilities

Foreign direct investment in the
United States increased $72.0 billion,
or 22 percent, to $400.8 billion (line
28). Capital inflows accelerated, to
a record $72.2 billion; equity inflows
were $46.7 billion, intercompany debt
inflows were $25.6 billion, and rein-
vested earnings were negligible. Large
equity and intercompany debt inflows
from Japan, the United Kingdom, and
continental Europe reflected continued
strong foreign acquisition activity and
repayment of loans to U.S. finance af-
filiates by foreign parent companies.
Reinvested earnings were negligible as
a result of the marked slowdown in
operating earnings. (Details on 1989
direct investment developments are in
a separate section on “Foreign Direct
Investment in the United States” in
this article.)

Liabilities to unaffiliated foreigners
reported by nonbanking concerns in
the United States increased $2.8 bil-
lion, to $38.9 billion, reflecting a slow-
down in U.S. corporate overseas bor-
rowing and in advance receipts from
foreigners (line 33). Financial liabili-
ties, mostly to Japan and the United
Kingdom, increased $1.9 billion, to
$17.4 billion, partly to finance U.S.
corporate restructuring early in the
year. Commercial liabilities increased
$0.9 billion, to $21.5 billion, following
a substantial increase in 1988. The
step-up in deliveries of aireraft reduced
advance receipts of U.S. aircraft man-
ufacturers, and higher foreign interest
rates limited U.S. use of foreign trade
credits.
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U.S. direct investment abroad

The U.S. direct investment position
abroad increased 12 percent ($39.9 bil-
lion) in 1989, to $373.4 billion, com-
pared with 6 percent in 1988 (table 3).!
The positions in affiliates in Canada
($66.9 billion) and the United King-
dom ($60.8 billion) remained by far the
largest.

Sustained economic growth over-
seas, particularly in Western Europe
and East Asia, contributed to the in-
creased pace of investment in 1989.
The faster pace mostly reflected a
sharp increase in reinvested earn-
ings and a smaller increase in in-
tercompany debt outflows. A decline
in equity capital inflows and larger
positive valuation adjustments also
contributed.?

Reinvested earnings rose $9.8 bil-
lion, to a record $22.4 billion. The
sharp rise reflected an increase in the
reinvestment ratio—that is, the frac-
tion of earnings that are reinvested—
and, to a lesser extent, an increase in
the already high level of earnings. The
reinvestment ratio rose from 0.25 to
0.42. In 1988, the ratio was partic-
ularly low, because a number of un-
usually large dividends were paid by
foreign affiliates. In response to higher
U.S. interest rates, U.S. parent compa-
nies may have found it more cost effec-
tive to finance domestic expansion and
corporate restructuring by repatriating
a larger portion of their strong over-
seas profits rather than by borrowing
in the United States. In addition, some
U.S. parent companies may have felt
that the U.S. dollar had reached a low
against several major foreign curren-
cies and, therefore, that they should
repatriate earnings before a stronger
dollar lowered the conversion values.

In 1989, foreign interest rates gener-
ally rose, and the gap between U.S. and
foreign interest rates narrowed. As a

1. The position is the book value of U.S. direct in-
vestors’ equity in, and net outstanding loans to, their
foreign affiliates. A foreign affiliate is a foreign business
enterprise in which a single U.S. investor owns at least
10 percent of the voting securities, or the equivalent.

2. Several direct investment accounts have been re-
defined, with the result that reinvested earnings (and,
therefore, capital flows and income) now exclude, and
valuation adjustments now include, capital gains and
losses associated with translation adjustments. The
overall change in the position is not affected because
translation adjustments have been reclassified from one
component of the change (capital flows) to another (val-
uation adjustments). For a discussion of the revisions
and a table showing their effect on historical data, see
the technical note in “U.S. International Transactions,
First Quarter 1990,” in this issue.
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result, some U.S. parents may have
relied more heavily than in 1988 on
the reinvestment of affiliates’ earnings
to finance overseas operations. In ad-
dition, affiliates stepped up expansion
plans in response to increasing global
competition—particularly the prospect
of increasing competition and economic
growth resulting from full implemen-
tation of the European Communities
(EC(12)) single-market initiative by
yearend 1992. U.S. parents may
have sought to finance these expan-
sions by raising the portion of affil-
iates’ earnings that were reinvested.
Furthermore, higher earnings were
available for reinvestment because of
stronger economic growth abroad; affil-
iate earnings rose $2.6 billion, to $53.9
billion.

Intercompany debt outflows in-
creased $4.3 billion, to $14.2 billion. As
was the case with r