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State Personal Income

October 2006

Second Quarter of 2006 and Revised Estimates for 2003—-2006:1

By David G. Lenze

ERSONAL income growth in the United States
slowed to 1.7 percent in the second quarter, follow-
ing two quarters of 2.2-percent growth, according to
recent estimates from the Bureau of Economic Analy-
sis (BEA). At the same time, inflation, as measured by
the national price index for personal consumption ex-
penditures, accelerated to 1.0 percent from an average
0.6 percent in the previous two quarters. Personal in-
come growth slowed in all eight regions of the country
except the Great Lakes region, which maintained its
1.8-percent growth rate.
This article discusses second-quarter personal
income estimates and presents revised estimates for
2003 through the first quarter of 2006. This article also

introduces BEA’s new methodology for estimating
quarterly wages and salaries. See the box “Improved
Preliminary State Estimates of Quarterly Wage and
Salary Disbursements.”

Second quarter of 2006
Personal income is the income received by all persons
from all sources; it is defined as the sum of net earn-
ings by place of residence, rental income of persons,
personal dividend income, personal interest income,
and personal current transfer receipts. Personal in-
come for the Nation is the sum of personal income es-
timates for all states and the District of Columbia.
Earnings by industry. Nationally, total earnings,

The annual revision of state personal income was pre-
pared by the Regional Economic Measurement Division
under the direction of Robert L. Brown, Chief. John W.
Ruser, Associate Director for Regional Economics, pro-
vided general guidance. The preparation of the revised
estimates was a divisionwide effort.

The estimates of nonfarm wages and salaries and
supplements to wages and salaries were prepared by the
Regional Wage Branch under the supervision of Sharon
C. Carnevale, Chief. Major responsibilities were assigned
to Elizabeth P. Cologer, John D. Laffman, Michael G.
Pilot, Mauricio Ortiz, John A. Rusinko, James M. Scott,
and Elizabeth E Stell. Contributing staff members were
Peter Battikha, Michael L. Berry, Ji S. Byun, Susan P. Den
Herder, Terence J. Fallon, Tina C. Highfill, Mark W.
Hodgins, Russell C. Lusher, Paul K. Medzerian, Nathan
D. Patterson, Melanie N. Vejdani, Katherine M. Yang,
and Jaime Zenzano.

The quarterly estimates of state personal income and
the annual estimates of farm wages and salaries, farm
supplements to wages and salaries, farm proprietors’
income, property income, personal current transfer
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the largest component of personal income historically,
grew 1.7 percent in the second quarter, down substan-
tially from 2.7-percent growth in the first quarter.! The

1. Total earnings, or earnings by place of work, is the sum of proprietors’
income, wages and salaries, and supplements to wages and salaries.

slowdown was widespread across most industries; it
was particularly noticeable in construction, which was
a major contributor to first-quarter growth. Construc-
tion earnings grew only 1.3 percent, down from 5.0
percent.

Professional services, finance, health care, and

This article presents summary estimates of annual per-

sonal income and disposable personal income for

2000-2005, estimates of annual personal income by

major source and earnings by industry for 2003-2005,

estimates of quarterly personal income for the third

quarter of 2002 to the second quarter of 2006, and quar-

terly personal income by major source and earnings by

major industry for the fourth quarter of 2004 to the sec-

ond quarter of 2006. These estimates and more detailed

estimates of personal income and employment for states

are available interactively on BEA’s Web site.
The following annual state estimates are available at

<www.bea.gov/bea/regional/spi>:

e Personal income, per capita personal income, and pop-
ulation for 1929-2005

e« Disposable personal income and per capita disposable
personal income for 1948-2005

o State income and employment summary for
1948-2005

e Personal income by major source and earnings by
industry (North American Industry Classification Sys-
tem (NAICS) three digit) for 1990-2005, (Standard
Industrial Classification System (SIC) two digit) for
1958-2000, and (SIC division level) for 1929-57

e Personal income by major source and earnings by
major industry (SIC division level) for 2001

o Compensation of employees by industry (NAICS
three digit) for 2001-2005 and (SIC two digit) for
1998-2000

» Compensation of employees by industry (SIC division
level) for 2001

o Wage and salary disbursements by industry (NAICS
three digit) for 2001-2005, (SIC two digit) for
1958-2000, and (SIC division level) for 1929-57

o Wage and salary disbursements by major industry (SIC
division level) for 2001

o Full-time and part-time employment by industry
(NAICS three digit) for 2001-2005, (SIC two digit) for
1969-2000, and (SIC division level) for 2001

o Full-time and part-time wage and salary employment
by industry (NAICS three digit) for 2001-2005, (SIC
two digit) for 1969-2000, and (SIC division level) for
2001

o State economic profiles (a selection of personal
income and employment data for each state) for
1958-2005

o Personal current transfer receipts by major program

Data Availability

for 1948-2005
» Farm income and expenses (including the major cate-
gories of gross receipts and expenses for all farms and

for measures of farm income) for 1969-2005

o Personal current tax receipts by level of government

and by type for 1948-2005

The following quarterly state estimates are available at
<www.bea.gov/bea/regional/sqpi/>:

o Personal income for the first quarter of 1948 to the sec-

ond quarter of 2006

o Quarterly income summary for the first quarter of

1948 to the second quarter of 2006

e Personal income by major source and earnings by
major industry (NAICS two digit) for the first quarter

of 2001 to the second quarter of 2006

e Personal income by major source and earnings by
major industry (SIC division level) for the first quarter

of 1948 to the fourth quarter of 2001

» Compensation of employees by industry (NAICS two
digit) for the first quarter of 2001 to the second quarter

of 2006

o Compensation of employees by industry (SIC division
level) for the first quarter of 1998 to the fourth quarter

of 2001

o Wage and salary disbursements by major industry
(NAICS two digit) for the first quarter of 2001 to the
second quarter of 2006

o Wage and salary disbursements by major industry (SIC
division level) for the first quarter of 1948 to the fourth

quarter of 2001

In addition, the entire set of estimates for all states
will be available in October 2006 on CD-ROM; it
will include an updated description of the sources
and methods used to estimate state personal income.
To order the free CD-ROM State Personal Income,
1929-2005 (product number RCN—-0752), call the Order
Desk at 1-800-704—0415 (outside the United States, call
202-606-9666).

The state personal income estimates are also available
through the members of the BEA User Group, which
consists of state agencies and universities that help BEA
disseminate the estimates in their states. For a list of the
BEA User Group on BEA's Web site, go to <www.bea.gov/
bea/regional/docs/usergrp.cfm>.

For more information about these estimates, call
the Regional Economic Information System at 202-606—
5360, fax 202—606—5322, or e-mail reis.remd@bea.gov.



http://www.bea.gov/bea/regional/spi
http://www.bea.gov/bea/regional/sqpi/
http://www.bea.gov/bea/regional/docs/usergrp.cfm
http://www.bea.gov/bea/regional/docs/usergrp.cfm
mailto:remd@bea.gov
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durable-goods manufacturing made the largest contri-
butions to U.S. earnings growth in the second quarter
(table A). In the states with the fastest earnings growth,
the largest contributors were typically goods-produc-
ing industries: Mining in Texas and Wyoming,
construction in Florida, Arizona, and Utah, and

State Personal Income
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durable-goods manufacturing in Oregon, Washington,
and Ohio.

The impact of mining, which includes oil and gas
extraction, and durable-goods manufacturing on
second-quarter growth was extensive: In more than
half of the states, one of these industries was the largest

Table A. Contributions to Percent Change in Earnings by Place of Work, by State, and by Region, 2006:1-2006:1I

[Percentage points, seasonally adjusted]

Forestry, Manufacturing
fishing, Transpor- 3
ea-rrr?it:gs‘ Farm agetil\?ittiegs Mining Utilities | Construction Durable | Nondurable Wr:l?algzale Retail trade Wf:é%r; 33?1 Information F:gzﬂf:nacgd
X oods oods 9
and other? 9 9
United States 1.7 -0.05 0.00 0.07 0.01 0.09 0.18 0.04 0.12 0.09 0.08 0.06 0.19
New England
Connecticut .. 1.5 0.00 0.00 0.01 0.01 -0.03 0.32 0.04 0.10 0.08 0.04 0.06 0.18
Maine 1.6 -0.03 0.00 0.00 0.00 0.09 0.21 0.03 0.10 0.09 0.06 0.05 0.14
Massachusetts . 1.8 0.00 0.00 0.01 0.01 0.01 0.25 0.03 0.1 0.07 0.04 0.10 0.29
New Hampshire 1.8 0.00 0.00 0.01 0.00 0.05 0.33 0.03 0.12 0.13 0.05 0.07 0.18
Rhode Island..... 1.6 0.00 0.00 0.01 0.01 0.06 0.21 0.04 0.08 0.10 0.04 0.09 0.23
Vermont 1.2 -0.08 0.00 02 0.01 0.09 0.33 0.04 0.10 0.11 0.06 0.05 0.12
Mideast
Del 1.7 -0.12 0.00 Q] 0.01 Q] 0.13 0.06 0.10 0.08 0.04 0.04 0.45
District of Columbia... 1.2 0.00 0.00 Q] 0.00 Q] 0.01 0.00 0.01 0.01 0.01 0.16 0.10
Maryland 1.6 -0.01 0.00 0.01 0.01 0.11 0.10 0.02 0.10 0.08 0.05 0.07 017
NEW JBISEY ..oovevviverrreriieesiveesenseeeines 14 0.00 0.00 0.01 0.00 0.04 0.11 -0.23 0.17 0.10 0.09 0.07 0.23
New York 1.8 -0.01 0.00 0.01 0.01 0.06 0.12 0.02 0.08 0.07 0.05 0.07 0.45
PeNNSYIVANIA ........corveevirivcinscenirinriees 1.7 -0.03 0.00 0.04 0.00 0.06 0.24 0.06 0.12 0.08 0.08 0.07 017
Great Lakes
Ilinois 1.7 -0.02 0.00 0.05 0.00 0.07 0.19 0.04 0.14 0.08 0.08 0.06 0.24
Indiana 1.5 -0.05 0.00 0.03 0.00 0.01 0.53 -0.09 0.1 0.08 0.09 0.03 0.13
Michigan 1.7 -0.02 0.00 0.02 0.01 0.07 0.43 0.05 0.11 0.05 0.05 0.04 0.12
Ohio 1.8 -0.02 0.00 0.03 0.01 0.08 0.36 0.06 0.13 0.08 0.09 0.06 0.16
Wisconsin 18 -0.13 0.00 0.01 0.00 0.08 0.40 0.08 0.15 0.06 0.09 0.05 0.18
Plains
lowa 1.3 -0.45 0.00 0.02 0.01 0.08 0.40 0.09 0.12 0.08 0.10 0.05 0.24
Kansas 1.1 -0.33 0.00 0.10 0.01 0.02 0.36 0.09 0.08 0.08 0.03 0.09 0.12
Minnesota 1.8 -0.14 0.00 0.02 0.01 0.09 0.30 0.06 0.17 0.06 0.06 0.08 0.20
Missouri 17 -0.08 0.00 0.03 0.01 0.09 0.26 0.05 0.13 0.09 0.09 0.08 0.15
Nebraska 0.8 -0.66 0.00 0.02 0.01 0.06 0.18 0.05 0.1 0.06 0.15 0.08 0.22
North Dakota.... 08 -0.52 0.00 0.19 0.01 0.06 0.14 0.02 0.01 0.13 -0.02 0.04 0.16
South Dakota 08 -0.64 0.00 0.02 0.01 0.05 0.17 0.05 0.12 0.1 0.05 0.06 0.27
Southeast
Alabama 1.5 -0.15 0.00 0.05 0.01 0.10 0.32 0.04 0.13 0.09 0.06 0.04 0.11
Arkansas 1.5 -0.24 0.00 0.06 0.01 0.07 0.26 0.10 0.12 0.09 0.15 0.06 0.11
Florida 2.1 0.01 0.00 0.01 0.01 0.24 0.13 0.02 0.15 0.12 0.08 0.08 0.20
Georgia 1.4 -0.07 0.00 0.02 0.01 0.09 0.00 0.05 0.16 0.13 0.10 0.13 0.14
Kentucky 1.8 -0.13 0.00 0.15 0.00 0.04 0.35 0.05 0.12 0.09 0.14 0.04 0.13
Louisiana 1.6 -0.05 0.00 0.40 0.01 0.16 0.23 -0.01 0.06 0.02 0.09 0.02 0.16
Mississippi 1.3 -0.24 0.00 0.09 0.01 0.06 0.31 0.02 0.08 0.09 0.07 0.04 0.08
North Carolina.. 14 -0.09 0.00 0.01 0.00 0.09 0.27 0.07 0.12 0.09 0.07 0.08 -0.08
South Carolina.. 14 -0.05 0.00 0.01 0.01 0.13 0.28 0.10 0.10 0.12 0.07 -0.04 -0.08
Tennessee 18 [§] 0.00 0.01 0.00 0.05 0.30 0.07 0.13 0.10 0.14 0.05 0.15
Virginia 1.6 ) 0.00 0.03 -0.05 0.09 0.15 0.05 0.1 0.06 0.05 0.09 0.14
West VIFginia .......c..ooeveermereirereensreiseseiees 1.7 “ 0.00 0.53 0.03 0.16 0.23 0.01 0.13 0.08 0.06 0.05 0.06
Southwest
Arizona 20 -0.01 0.00 0.04 0 0.27 0.14 0.01 0.14 0.16 0.06 0.04 0.17
New Mexico... 1.6 -0.13 0.00 0.29 0.01 0.22 0.15 0.03 0.07 0.10 0.06 -0.05 0.09
Oklahoma 1.2 -0.19 0.00 -0.08 0.03 0.09 0.23 0.15 0.10 0.04 0.08 0.05 0.08
Texas 22 -0.06 0.00 0.39 0.01 0.18 0.20 0.08 0.10 0.12 0.01 0.24
Rocky Mountain
Colorado 1.3 -0.09 0.00 0.19 00 0.07 0.11 0.03 0.04 0.06 0.08 -0.18 0.16
Idaho 1.7 -0.16 0.00 0.02 0.01 0.18 0.31 0.05 0.12 0.1 0.08 0.05 0.15
Montana 1.3 -0.23 0.00 0.21 0.02 0.05 0.09 0.04 0.1 0.12 0.01 0.05 0.13
Utah 2.0 -0.05 0.00 0.11 0.00 0.28 0.05 0.06 0.12 0.10 0.13 0.11 0.21
Wyoming 241 -0.24 0.00 1.10 0.01 0.14 0.06 0.04 0.10 0.09 0.11 0.04 0.09
Far West
Alaska 1.8 0.00 0.00 0.52 0.01 0.01 0.03 0.09 0.09 0.25 0.05 0.09
California 1.3 0.01 0.00 0.02 0.01 0.00 -0.09 0.05 0.1 0.07 0.07 0.1 0.18
Hawaii 1.8 0.01 0.00 0.01 0.00 0.1 0.02 0.02 0.07 0.07 0.17 0.08 0.10
Nevada 25 -0.01 0.00 0.08 0.00 0.23 0.10 0.02 0.1 0.16 0.12 0.05 0.18
Oregon 1.9 0.00 0.00 0.01 0.01 0.14 0.36 0.04 0.12 0.10 0.08 0.08 017
WasShington .........c..oeeeeeveereernsreereseienes 1.9 0.00 0.00 0.01 0.00 0.22 0.33 0.02 0.12 0.14 0.06 0.08 0.02
BEA regions
New ENgland.........c....uvmveemmmmecriiennsnnesnenes 1.7 0.00 0.00 0.01 0.01 0.01 0.27 0.03 0.1 0.08 0.04 0.08 0.23
Mideast 1.7 -0.01 0.00 0.02 0.01 0.06 0.14 -0.02 0.10 0.08 0.06 0.07 0.30
Great Lakes 1.7 -0.04 0.00 0.03 0.01 0.07 0.35 0.04 0.13 0.07 0.08 0.05 0.17
Plains 1.5 -0.27 0.00 0.04 0.01 0.07 0.29 0.06 0.13 0.08 0.07 0.07 0.19
Southeast 17 -0.06 0.00 0.06 0.00 0.13 0.19 0.05 0.13 0.10 0.09 0.07 0.11
Southwest 20 -0.07 0.00 0.29 0.01 0.18 0.19 0.07 0.14 0.10 0.10 0.02 0.21
Rocky MOUNtaIN............evereeeeriererinnerrienes 1.5 -0.11 0.00 0.20 0.00 0.13 0.11 0.04 0.08 0.08 0.09 -0.07 0.17
Far West 1.5 0.01 0.00 0.03 0.01 0.05 0.00 0.04 0.1 0.09 0.07 0.10 0.15

See the footnotes at the end of the table.
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contributor. In several states (Indiana, Kansas, and
Wyoming), these industries contributed more than a
third of total earnings growth.

Property income and transfers. Growth in prop-
erty income (dividends, interest, and rent) accelerated
in the second quarter to 2.3 percent from 1.0 percent,
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as higher interest rates boosted personal interest in-
come. However, higher interest rates pushed down
rental income 13 percent; mortgage interest is an ex-
pense in the computation of rental income. Rental in-
come is a much smaller component of property
income than either dividends or interest. Excluding the

Table A. Contributions to Percent Change in Earnings by Place of Work, by State, and by Region, 2006:1-2006:1I

[Percentage points, seasonally adjusted]

: Management |  Adminis- Arts, Other Government
F;iadl ;sr:taatf ;rgftziﬂg?caall of companies | trative and | Educational 2?%“20%?;? entertain- ﬁ;ggm}% services,
and leasing | services and waste services assistance ment, and food services exceptpublic | - Federal, Militar State and
enterprises services recreation administration| ~ civilian y local
United States 0.03 0.20 0.09 0.07 -0.01 0.19 0.03 0.07 0.02 0.02 -0.01 0.1
New England
CONNECHCUL ..o e -0.01 0.15 0.12 0.06 -0.01 0.20 0.03 0.04 0.02 0.01 0.02 0.11
Maine 0.03 0.1 0.04 0.08 -0.01 0.32 0.02 0.08 0.02 0.02 -0.01 0.14
Massachusetts... 0.03 0.28 0.11 0.06 -0.02 0.23 0.03 0.06 0.02 0.01 -0.01 0.08
New Hampshire . 0.04 0.17 0.09 0.03 -0.03 0.24 0.02 0.08 0.01 0.04 -0.01 0.09
Rhode Island.. 0.03 0.12 0.13 0.06 -0.01 0.23 0.02 0.07 0.01 -0.02 -0.01 0.10
Vermont 0.02 -0.21 0.01 0.04 -0.02 0.25 0.02 0.1 0.02 -0.01 0.02 0.12
Mideast
Delaware 0.03 0.22 0.15 0.06 -0.01 0.19 0.03 0.06 0.02 0.01 -0.05 0.10
District of Columbia.... 0.04 0.36 0.02 0.00 -0.06 0.13 0.01 0.07 0.15 0.11 -0.03 0.06
Maryland 0.05 0.27 0.04 0.09 -0.01 0.18 0.03 0.07 0.02 0.03 0.06 0.11
NEW JBISEY w..ovvvvivieerreiiee i 0.03 0.19 0.12 0.06 -0.01 0.21 0.02 0.06 0.02 0.01 -0.01 0.13
New York 0.05 0.24 0.15 0.03 -0.01 017 0.05 0.05 0.02 0.00 0.00 0.12
PENNSYIVANIA........cvveeeereiiiice i 0.03 0.18 0.1 0.05 -0.01 0.24 0.03 0.05 0.02 0.03 0.00 0.09
Great Lakes
lllinois -0.05 0.23 0.1 0.10 -0.02 0.15 0.03 0.06 0.01 -0.01 0.01 0.09
Indiana 0.02 0.12 0.07 0.02 0.01 0.18 0.02 0.04 0.02 0.02 -0.02 0.10
Michigan 0.02 0.19 0.10 0.07 -0.01 0.19 0.02 0.06 0.02 0.01 0.01 0.09
Ohio 0.03 0.15 0.13 0.07 -0.01 0.23 0.02 0.06 0.02 0.00 -0.01 0.11
WISCONSIN .eovvvvrvierrrinrreiscreseseeseeneeeees 0.02 0.15 0.10 0.07 0.00 0.27 0.02 0.04 0.05 0.02 -0.02 0.10
Plains
lowa 0.02 0.1 0.04 0.05 0.00 0.18 0.02 0.06 0.02 0.02 -0.07 0.14
Kansas 0.02 0.09 -0.15 0.04 0.00 0.15 0.01 0.04 0.03 0.02 0.06 0.12
MiINNESOLA ....vvoveeeeeeeeer i -0.01 0.21 0.20 0.08 0.00 0.22 -0.01 0.05 0.02 0.01 0.00 0.1
Missouri 0.03 0.16 0.18 0.06 -0.01 0.20 0.04 0.07 0.02 0.02 -0.02 0.1
Nebraska 0.01 0.17 -0.12 0.04 0.00 0.22 0.01 0.05 0.02 0.01 -0.06 0.14
North Dakota 0.02 0.16 0.08 0.02 -0.02 0.13 0.01 0.06 0.00 0.06 -0.04 0.07
SOUth DaKOtA ......eevveerrrieeri e 0.00 0.10 0.05 0.02 0.00 0.20 0.02 0.07 0.06 0.01 -0.02 0.04
Southeast
Alabama 0.02 0.14 0.04 0.06 -0.01 0.18 0.01 0.06 0.02 0.02 -0.03 0.12
Arkansa: 0.02 0.09 0.13 0.05 0.00 0.21 0.01 0.06 0.02 0.03 -0.04 0.15
Florida 0.06 0.21 0.08 0.18 0.00 0.22 0.06 0.10 0.03 0.01 0.00 0.07
Georgia 0.05 0.10 0.09 0.09 -0.01 0.17 0.02 0.07 0.03 0.02 -0.06 0.10
Kentucky 0.02 0.12 0.07 0.05 0.00 0.23 0.02 0.06 0.02 0.06 0.03 0.13
Louisiana 0.04 0.19 0.10 0.02 -0.04 0.19 -0.04 0.07 0.04 -0.01 -0.05 -0.04
Mississippi 0.02 0.17 0.05 0.04 -0.01 0.20 0.02 0.08 0.00 0.01 -0.07 0.15
North Carolina.... 0.03 0.15 0.11 0.06 -0.01 0.18 0.02 0.07 0.04 0.03 -0.06 0.15
South Carolina 0.03 0.14 0.04 0.09 -0.01 0.17 0.02 0.09 0.03 0.02 -0.02 0.13
Tennessee 0.03 0.13 0.05 0.09 -0.01 0.23 0.03 0.08 0.03 0.04 0.01 0.10
Virginia 0.03 0.40 0.12 0.00 0.00 0.14 0.01 0.06 0.04 0.04 -0.07 0.1
West VIrginia...........cervveemnereesnneieeenns 0.01 0.15 0.02 -0.03 -0.01 0.15 0.02 0.07 0.02 0.04 -0.04 -0.02
Southwest
Arizona 0.07 0.17 0.04 0.12 -0.01 0.23 0.04 0.11 0.04 0.07 -0.02 0.13
New Mexico. 0.04 0.07 0.04 0.10 0.00 0.21 0.02 0.09 0.04 0.05 -0.03 0.17
{01 T T - RN 0.02 0.12 -0.04 0.04 -0.01 0.1 0.01 0.05 0.01 0.03 0.05 0.22
Texas 0.02 0.28 0.04 0.06 -0.01 0.15 0.01 0.07 -0.01 0.03 0.01 0.11
Rocky Mountain
Colorado 0.05 0.35 0.02 0.04 0.00 0.13 0.05 0.08 0.02 0.01 -0.03 0.09
Idaho 0.03 0.19 0.10 0.06 -0.01 0.17 0.02 0.06 0.03 0.00 -0.03 0.12
Montana 0.02 0.15 0.01 0.06 -0.01 0.23 0.03 0.07 0.02 -0.02 -0.02 0.15
Utah 0.04 0.27 0.07 0.05 0.00 0.22 0.03 0.07 0.02 0.05 -0.04 0.09
Wyoming 0.04 0.13 0.01 0.03 0.00 0.15 0.02 0.07 0.03 -0.04 -0.04 0.16
Far West
Alaska 0.01 0.06 -0.09 0.06 0.00 0.21 0.02 0.08 0.02 -0.05 0.10 0.18
California 0.04 0.18 0.07 0.07 0.00 0.16 0.04 0.07 0.02 0.03 -0.01 0.11
Hawaii 0.06 0.07 0.04 0.13 -0.02 0.11 0.03 0.24 0.06 0.06 0.14 0.25
Nevada 0.05 0.20 0.15 017 0.01 0.16 0.05 0.39 0.03 0.03 -0.01 0.19
Oregon 0.05 0.16 0.12 0.05 -0.01 0.19 0.01 0.08 0.03 -0.01 -0.01 0.16
Washington .........cc.eeevereererereeneeieneeenns 0.04 0.15 0.11 0.12 -0.01 0.25 0.00 0.08 0.02 0.05 -0.02 0.13
BEA regions
New England 0.02 0.20 0.10 0.06 -0.02 0.23 0.03 0.06 0.02 0.01 0.00 0.09
Mideast 0.04 0.23 0.12 0.05 -0.01 0.19 0.03 0.06 0.02 0.01 0.00 0.11
Great Lakes 0.00 0.18 0.11 0.07 -0.01 0.19 0.02 0.06 0.02 0.01 0.00 0.10
Plains 0.01 0.16 0.08 0.06 -0.01 0.20 0.01 0.06 0.02 0.02 -0.01 0.11
Southeast 0.04 0.19 0.08 0.08 -0.01 0.19 0.03 0.07 0.03 0.02 -0.03 0.10
Southwest 0.03 0.24 0.03 0.07 -0.01 0.16 0.01 0.07 0.00 0.04 0.01 0.12
Rocky MOUNLAIN ......oouvveerierrrirerriee i 0.04 0.29 0.04 0.05 0.00 0.16 0.04 0.07 0.02 0.01 -0.03 0.10
Far West 0.04 0.17 0.08 0.08 -0.01 0.17 0.03 0.09 0.02 0.03 -0.01 0.12

1. Earnings by place of work is the sum of wage and salary disbursements (payrolls), supplements to wages and sala-

ries, and proprietors’ income.

2. “Other” consists of the wage and salary disbursements to U.S. residents employed by international organizations and

foreign embassies and consulates in the United States.
3. Data are suppressed to avoid disclosure of confidential information.
4. Not meaningful.
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third quarter of 2005, an abnormal quarter because of
Hurricane Katrina, rental income has fallen to the low-
est level since the fourth quarter of 1991. Transfers
grew only 1.2 percent, down from 2.0-percent growth.
The first-quarter increase reflected cost-of-living in-
creases, which historically have been distributed in the
first quarter.

State Personal Income
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State growth. Two states grew at rates that differed
substantially from the national average: Nevada, whose
population is growing four times faster than the Na-
tion’s, grew 2.3 percent, while Louisiana, which is still
experiencing repercussions from last year’s natural di-
sasters, grew only 0.8 percent (chart 1).

The accommodations and construction industries

Chart 1. Personal Income: Percent Change, 2006:1-2006:II
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U.S. Bureau of Economic Analysis

The Bureau of Economic Analysis has released state esti-
mates of earnings for 1990-2000 based on the 2002
North American Industry Classification System
(NAICS). The release of the estimates meets an impor-
tant BEA strategic plan goal to extend the NAICS-based
state income estimates back to 1990. Previously, these
estimates were only available by Standard Industrial Clas-
sification (SIC) industries. The NAICS-based estimates
for 1990-2000 are now consistent with the industry detail
for 2001-2005.

The portion of earnings accounted for by wages and
salaries and supplements to wages incorporates the
1990-2000 Bureau of Labor Statistics (BLS) Quarterly
Census of Employment and Wages (QCEW), a tabulation
of wages and employment that are covered by the unem-

Earnings for 1990-2000 by State and NAICS-Based Industries

ployment insurance program. The QCEW data was re-
coded by BLS to a NAICS basis from an SIC basis and
reported on the BLS Web site.

The national estimates of wages and employment by
industry that are included in these earnings estimates
for 1998-2000 differ from those previously released as
part of the national income and product accounts
(NIPAs) and the estimates of gross domestic product
(GDP) by industry, because these estimates do not yet
include the recoded QCEW data, which were not
available when the NIPA and GDP-by-industry
estimates were released in 2003 and 2004, respectively.
The estimates will incorporate the 1998-2000 NAICS-
based QCEW data as part of the next comprehensive
NIPA revision.
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were the primary contributors to Nevada’s growth in

the second quarter.

The slow growth in Louisiana principally reflected
declining emergency assistance and unemployment
benefits: Transfer receipts in Louisiana fell 2.6 percent
in the second quarter, compared with 1.2-percent
growth nationally. However, net earnings grew 1.6 per-
cent, the same as the national growth rate.

Revisions
Quarterly and annual estimates of state personal
income have been revised, beginning with the first
quarter of 2003. Estimates are usually revised each
September in order to incorporate source data that are
more complete, more detailed, and otherwise more
appropriate than those previously available (table B).
The revisions also incorporate the results of the recent
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Table B. Major New or Revised Source Data in State Personal Income and Personal Current Taxes Since the March 2006 Release

Component of personal income

Annual estimates

Quarterly estimates

2003

2004

2005

2006:!

2006:11

Wage and salary disbursements by
industry

Supplements to wages and salaries by
industry

Farm proprietors’ income

Nonfarm proprietors’ income by industry

Dividends, interest, and rent

Personal current transfer receipts

Employee and self ployed contrik
for government social insurance

Personal current taxes

ACS American Community Survey, Census Bureau
CBP County Business Patterns, Census Bureau
CES Current Employment Statistics survey, Bureau
CMS Centers for Medicare and Medicaid Services
DOD Department of Defense

DVA Department of Veterans Affairs

FRA Federal Railroad Administration

HHS Health and Human Services

New CBP estimates; revised
USDA farm labor expenses.

Revised NAS| self-insured
benefits data; revised Census
Bureau data on contributions to
state and local government
retirement systems; revised
USDA farm labor expenses.

Revised USDA estimates of gross

income and expenses.

New IRS data on net receipts and
profits of proprietorships and
partnerships.

Revised Census Bureau quarterly
tax collections data.

of Labor Statistics

Revised QCEW wage data; new
RRB state payroll data; revised
Official Catholic Directory data;
new Census of Governments
data; revised USDA farm labor
expenses.

Revised QCEW data on
contributions to unemployment
insurance funds; new NAIC
earned premium data; new
Census Bureau data on
contributions to state and local
government retirement
systems; new Census Bureau
data on state-administered
workers’ compensation
programs; new NASI self-
insured benefits data; revised
USDA farm labor expenses.

Revised USDA estimates of gross
income and expenses.

New ACS data on the aggregate
value of dwellings and mobile
homes; new IRS income tax
data on dividends, taxable
interest, S Corporation
distributions, and gross rents
and royalties; revised Census
Bureau population data;
revised data on gross rental
value of farm dwellings.

New Census Bureau state and
local government finance data
on disability and income
maintenance payments and
federal finance data on Pell
Grants, Refundable Earned
Income Tax Credits and
railroad retirement benefits;
new SSA data on social
security benefits.

New IRS income tax data; revised
Census Bureau quarterly tax
collections and state tax
collections data; new Census
Bureau local tax collections
data; new tax collection data
from the states.

New QCEW wage data; revised
DOD personnel and average
pay data; revised Coast Guard
payroll data; new Official
Catholic Directory data; new
USDA farm labor expenses.

New QCEW data on contributions
to unemployment insurance
funds; new FRA data on
casualties; new USDA farm
labor expenses and number of
hired farm workers.

New USDA estimates of gross
income and expenses.

New CMS and DOD medical
payments data; new DVA
payments to veterans data;
new HHS family assistance
data; new USDA food stamps
data; revised Department of
Labor unemployment benefits
data.

New DVA data on premiums paid
for veterans’ life insurance; new
data on personal contributions
for state unemployment
insurance; revised RRB
contributions data.

New Census Bureau quarterly tax
collections and state tax
collections data; new tax
collection data from the states.

IRS Internal Revenue Service
NAIC National Association of Insurance Commissioners
NASI National Academy of Social Insurance

QCEW Quarterly Census of Employment and Wages, Bureau of Labor Statistics

RRB Railroad Retirement Board
SSA Social Security Administration
USDA U.S. Department of Agriculture

New QCEW wage data; revised
DOD personnel and average
pay data; revised Coast Guard
payroll data; revised CES data
for March; revised Department
of Transportation payroll data.

Revised USDA estimates of farm
cash receipts for January and
February, new estimates for
March; revised USDA U.S. level
farm income forecast.

Revised Department of Labor
unemployment benefits data.

New CES employment data for
April, May, and June; new DOD
personnel and average pay
data; new Coast Guard payroll
data; new Department of
Transportation payroll data.

New USDA estimates of farm
cash receipts for April and May;
revised USDA U.S. level farm
income forecast.

New Department of Labor
unemployment benefits data.
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annual revision of the national income and product
accounts (NIPAs).?

Annual revisions. In general, the revisions to the
personal income estimates that were released in March
were relatively small. On average, state personal in-
come was revised down 0.4 percentage point, with a

2. See Eugene P. Seskin and Shelly Smith, “Annual Revision of the
National Income and Product Accounts,” SUrvEY Or CURRENT BUSINESs 86
(August 2006): 7-31.

Table C. Revisions to Personal Income by State,
2003-2005 and 2006:1

Percent Revision
Annual Quarterly
2003 2004 2005 2006:1
United States ..o -0.1 0.1 -0.3 1.1
New England
CONNECHCUL ....coovvvrvrereeree i 0.1 0.2 -0.6 1.6
Maine 0.8 -05 -1.4 0.1
Massachusetts..... -05 -0.9 -1.3 0.0
New Hampshire 0.3 -0.2 -15 0.1
Rhode Island... 0.4 -0.8 -2.6 -2.1
Vermont 0.5 -0.9 -1.8 0.1
Mideast
Del -0.4 -0.7 0.1 3.1
District of Columbia.. 21 33 24 35
Maryland ..... 0.0 0.4 0.6 1.2
New Jersey.. 0.3 0.6 0.1 19
New York..... 0.1 05 1.1 0.0
Pennsylvania 0.2 0.2 -0.1 0.7
Great Lakes
Ilinois 0.1 0.3 0.4 2.6
Indiana 0.0 -0.2 -0.4 1.1
MIChIgaN.........oueevveemmerrieeneerieeeesiiine -14 -1.1 -1.2 0.1
Ohio -0.5 -1.3 -1.9 -0.8
WISCONSIN...oovvvvcriririsisiies 03 -0.2 -0.9 05
Plains
lowa 0.0 -0.3 -16 1.3
Kansas 0.3 08 0.3 1.2
Minnesota 02 0.1 -0.1 0.4
Missouri -0.4 -12 -1.9 -0.5
Nebraska..... -0.1 -12 -1.9 -14
North Dakota -0.6 -1.6 -05 -17
South Dakota .. 0.9 37 33 4.4
Southeast
Alabama 0.1 1.3 1.7 2.1
Arkansas ..... 0.2 -0.1 -0.9 0.6
Florida 0.7 35 2.6 38
Georgia 0.3 -0.2 0.2 1.8
Kentucky -0.5 -0.8 -0.7 -0.1
Louisiana -0.3 0.8 -1.0 -0.5
Mississippi... -1.0 -2.3 -15 2.6
North Carolina. 0.2 0.9 1.6 3.1
South Carolina -0.4 -0.4 -0.5 0.8
Tennessee -0.3 -0.7 -0.5 -0.1
Virginia -0.1 -1.3 -22 -1.3
West Virginia...........coovvvvrerennvicnnrinnnns 2.3 -3.2 4.4 -35
Southwest
Arizona -0.6 0.0 -0.4 20
New Mexico. -0.2 1.9 1.0 3.1
Oklahoma.... -05 1.9 2.0 3.1
Texas -0.2 0.1 0.4 1.7
Rocky Mountain
Colorado -14 -1.0 -1.3 0.6
Idaho 0.1 1.6 0.9 3.6
Montana. 0.2 0.1 -1.6 1.0
Utah -15 -1.6 -2.0 -0.5
WYOMING oo 13 22 1.3 35
Far West
Alaska -13 -0.7 -0.5 -0.2
California .........c.ervveeeenrreeseeeiiiinennes 0.0 0.2 -0.4 1.6
Hawaii -0.8 0.0 -0.2 0.3
Nevada -0.5 0.8 -0.3 07
Oregon 0.7 0.9 0.2 1.5
WashinGton ..........ccecveevnernerinenenieinninns 0.0 -1.0 -05 0.3
Average revision -0.1 0.0 -0.4 0.9
Average absolute revision 0.5 1.0 1.2 1.5
Standard deviation of revision 0.7 14 14 17

Note. The annual revisions are computed from the March 2006 release, and the quarterly revisions are
computed from the June 2006 release.
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standard deviation of 1.4 in 2005 (table C and chart 2).
The average revisions were even smaller in 2003 (0.1
percent down) and 2004 (less than 0.05 percent up).
Averages and dispersions of the revisions are similar to
those in previous years.

In general, most of the revisions to state personal in-
come are attributable to the incorporation of new
state-level Internal Revenue Service data (for divi-
dends, interest, and nonfarm proprietors’ income) and
to new wage data from the Bureau of Labor Statistics
(BLS) for the fourth quarter of 2005. Notable revisions
include the following:

e District of Columbia. Personal income was revised
up 2.4 percent for 2005. The revision can be
accounted for by a reduction in the District’s large
residence adjustment—more than half the compen-
sation paid to workers in the District is to nonresi-
dents.

e Florida. Personal income was revised up 2.7 percent
for 2005. The revision reflects new source data for
property income in 2004 that were extrapolated to
2005.

eSouth Dakota. Most of the 3.3-percent upward
revision was due to higher property income, but
new source data for farm proprietors’ income also
contributed.

e West Virginia. The 4.4-percent downward revision
was the largest among states in 2005. The revision
reflected a large downward revision to workers’
compensation (a component of personal current
transfer receipts) due to the incorporation of new
data from the Census Bureau and a downward revi-
sion to contributions for social insurance by
employees and the self-employed.

Chart 2. Frequency Distribution of Revisions to
State Personal Income, 2003-2005
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Improved Preliminary State Estimates of Quarterly Wage and Salary Disbursements

BEA’s preliminary estimates of quarterly state wage and
salary disbursements, released 3 months after the end of
the reference quarter, are generally extrapolations of the
prior quarter’s wages and salaries. The extrapolations are
based on employment growth as measured by the Cur-
rent Employment Statistics (CES) program of the Bureau
of Labor Statistics (BLS). These estimates are replaced the
next quarter with actual measurements of wages from the
BLS Quarterly Census of Employment and Wages
(QCEW).

BEA research has shown that the accuracy of the pre-
liminary estimates can be improved by modifying this
extrapolation procedure. In essence, the extrapolations
are adjusted by state-specific “scaling factors” that reduce
or increase the extrapolations, compared with what they
would be based on employment growth alone. For more
information, see “Using Efficiency Tests to Reduce Revi-
sions in Panel Data: The Case of Wage and Salary Esti-
mates for U.S. States,” by former BEA economist Jeremy
J. Nalewaik. This paper is available at <www.bea.gov/bea/
regional/articles.cfm?section=papers>.

With this release of quarterly state personal income,
BEA has incorporated this methodological adjustment
for the District of Columbia and all states except Wash-
ington.!

The old methodology

The old method assumed, in effect, that there was a one-
to-one relationship between state-specific employment
growth and state-specific wage growth—if one grew 2
percent, so would the other. This assumption formed the
basis for estimating wages by extrapolating based on
employment growth. Specifically, for most industries,
BEA received monthly, not seasonally adjusted CES data
on employment, averaged the monthly data to convert it
to quarterly data, seasonally adjusted the data, and then
used the percent change from the previous quarter to
extrapolate a value for wages and salaries. The base for
the extrapolation was the level of wages from the prior
quarter based on QCEW data. These estimates were then
adjusted so that they summed to national wage and sal-
ary estimate independently derived from the BLS estab-
lishment survey.

The improved methodology
Revisions to BEA’s quarterly state wage and salary esti-
mates occur when the values based on extrapolation are

1. Washington was excepted because BEA receives advance QCEW
wage data for two major industries in that state—software publishers
and aerospace product and parts manufacturing—which markedly
improves the quality of the states’ preliminary estimate.

replaced with estimates from QCEW. Analysis has shown
that these revisions can be reduced through a modifica-
tion of the old methodology’s extrapolation procedure.
BEAs new methodology first estimates a statistical rela-
tionship between CES job growth and wage and salary
disbursement growth for each state. The analysis indi-
cates whether for each state, wage and salary growth
tends to be faster or slower than employment growth.
This analysis yields a scaling factor for each state, which
indicates wage growth relative to employment growth.
The new methodology accordingly scales (multiplies) the
CES job growth rates by the estimated scaling factors,
and the extrapolation of wages is then based on scaled
employment growth. The resulting wage estimates are
then controlled to (made equal to) the national total.

As a scaling factor approaches zero (as in the case of
Delaware), it implies that the CES job growth has very lit-
tle information relevant for estimating state-specific
wage growth, while a scaling factor close to one (as in the
case of Texas) implies that CES job growth is an excellent
indicator of state-specific growth.

BEA has been preparing two sets of wage estimates
each quarter for the past year. The published set of esti-
mates used the old methodology; an unpublished set
used the new scaling factors. A comparison confirmed
the improvement anticipated in Nalewaik’s working

paper.

Scaling Factors, 2006:1I

Scaling Scaling
Factor Factor
Alabama..... 0.39|| Missouri... 0.04
Alaska... 0.85|| Montana .. 0.34
Arizona . 0.78 | Nebraska. 047
Arkansas ... 0.34|| Nevada.... 0.71
California ... 0.53 || New Hamp: 0.47
Colorado..... 0.81 || New Jersey... 0.58
Connecticut..... 0.39 || New Mexico.. 0.82
| 0.05 || New York . 1.24
District of Columbia 0.70 || North Carol 0.30
Florida .. 0.46 | | North Dakota 0.97
Georgia. 0.39 82;250 83;
Hawaii... 1.01 '
|daho 0.4 Oregon ....... 0.68
o 046 Pennsylvania 0.32
lie 051 Rhode Islanfi 0.34
South Carolina.. . 0.18
064/ South Dakota .| 068
Kansas 0.43 || Tennessee .| 003
Kentucky .... 0.31]| Texas.. 1.18
Louisiana... 0.99 | utah.... 0.82
N e Vermont... 0.13
Maryland.... 0.29| Virginia 0.50
Massachusetts 0.22 | | Washingto *
Michigan..... 0.51 | [ West Virginia 1.01
Minnesota... 0.27 || Wisconsin 047
Mississippi 0.53 | | Wyoming....... 0.70

* The scaling factor for Washington has been set equal to 1.00, in effect retaining the old method-
ology (see the text).
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First-quarter revisions. The estimates for the first
quarter of 2006 that were released in June were also re-
vised to incorporate newly available tabulations of
wages covered by state unemployment insurance from
BLS. Previously, the first-quarter estimates were ex-
trapolated from the fourth-quarter estimates using
employment data from BLS. The average revision to
personal income for all states was 0.9 percent (table B).
The 3.2-percent revised first-quarter growth estimate
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for U.S. wages and salaries was the strongest in 6 years.
Wage growth surged in almost all industries and al-
most all states.

Beginning with the second-quarter, BEA has intro-
duced an improvement in its wage estimation method-
ology (see the box “Improved Preliminary State
Estimates of Quarterly Wage and Salary Disburse-
ments”).

The personal income estimates in the national income
and product accounts (NIPAs) mainly differ from the
state personal income estimates because of differing
treatments of the income of U.S. citizens living and work-
ing abroad and of foreign nationals living and working in
the United States.

The differences mainly stem from different concepts of
residence. For NIPA personal income, a U.S. resident has
a center of economic interest in the country and resides,
or expects to reside, in the country for a year or more. For
state personal income, a resident is a participant in a U.S.
regional economy, regardless of the individual’s national
allegiance or duration of residence.!

In general, the NIPA measure of personal income is
broader than state personal income. Here are some key
differences and similarities:

o NIPA personal income includes the earnings of Federal
civilian and military personnel stationed abroad and
the investment income received by the Federal retire-
ment plans of these workers. The regional measure of
personal income does not include this income. 2

o NIPA personal income includes all income earned by
U.S. citizens living abroad for less than a year. State
personal income excludes the portion earned while an
individual lives abroad. Both NIPA and state personal
income exclude the income of private U.S. citizens liv-
ing outside the country for a year or more.

o NIPA personal income includes the income of foreign
nationals only if they live and work in the United States
for a year or more. State personal income includes the
income of resident foreign nationals working in the
United States—including migrant workers—regardless
of length of residency.

1. See “State Personal Income Methodology, 2005” at <www.bea.gov/
bea/regional/articles/spi2005>.

2. For more information, see the box “New Treatment of State Esti-
mates of Military Compensation,” SURVEY oF CURRENT Business 85 (Octo-
ber 2005): 116.

Personal Income in the NIPAs and State Personal Income

o Both measures include the income of U.S. residents
employed by international organizations or by other
countries while living in the United States and exclude
the income of foreign nationals employed by their
home governments or by international organizations
in the United States.

The annual estimates of personal income in the NIPAs
also differ from the national totals of state personal
income because of differences in the timing of the avail-
ability of source data. For example, farm proprietors’
income in the NIPAs for 2005 was $0.2 billion lower than
in state personal income, because the state estimates of
farm proprietors’ income incorporated revised USDA
data that were not available until after the NIPA estimate
was released.

State and National Estimates of Personal Income
[Billions of dollars]

2003 | 2004 2005
Personal income in the NIPAS ................cco.cooveriinrirnnenns 9,163.6 | 9,731.4| 10,239.2
Plus adjustments for:

Coverage differences -133| -143 -14.8
Federal workers abroad -198| -212 -22.0
Wage and salary disbursements -132| -138 -14.1
Supplements to wages and salaries -6.7 7.8 -82
Dividends, interest, and rent 2 -1.0 -1.0 -1

Less: Contributions for government social
insurance... -1 -14 -14
Rest-of-the-world difference ............c.vveveeecrreveinnns 6.5 6.9 72
Wages of private foreign nationals in U.S. 72 76 7.9
Wages of private U.S. nationals abroad . -0.7 -0.7 -0.7
Use of more current source data...... 0.6 0.1 0.4
Wage and salary disbursements 0.0 -0.2 0.2
Proprietors’ income 0.1 0.0 0.2
Personal current transfer receipts 0.5 03 0.0
Equals: State personal income 72| 10,224.8

1. Consists of employer contributions for government social insurance and for employee pension
and insurance funds for Federal workers stationed abroad.

2. Consists of the investment income received by Federal retirement plans that is attributed to
Federal workers stationed abroad.

Adrienne T. Pilot

Tables 1-5 follow.


http://www.bea.gov/bea/regional/articles/spi2005
http://www.bea.gov/bea/regional/articles/spi2005
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