Appendix B

Significant Departures From International Guidelines

B.1. Below is a summary of major recommendations from international guide-
lines that BEA has not yet implemented but will consider for future annual revi-
sions.

B.2. Manufacturing services on physical inputs owned by others (goods for
processing). This recommendation changes the treatment of goods that are sent
abroad for processing without a change in ownership of the goods and also pro-
vides guidance for the treatment of goods purchased and processed abroad.

B.3. Under BEA’s current treatment, a change in ownership is imputed when
goods enter or leave the United States and are included in goods exports and im-
ports. Under the BPM6 treatment, goods that are sent abroad for processing
without a change in ownership and that are returned to the United States should
be excluded from statistics on trade in goods, and the processing fee charged by
the foreign manufacturing services provider should be recorded as U.S. imports
of services. Similarly, goods that enter the United States for processing without a
change in ownership and that are returned to the country of ownership should
be excluded from statistics on trade in goods, and the processing fee charged by
the U.S. manufacturing services provider should be recorded as U.S. exports of
services.

B.4. In addition, goods sent abroad for processing and subsequently sold
abroad should be recorded as U.S. exports of goods when they are sold, and any
inputs purchased abroad by the U.S. firm and processed abroad should be re-
corded as U.S. imports of goods; the processing fee should be recorded as U.S.
imports of services. Similarly, goods entering the United States for processing and
subsequently sold in the United States should be recorded as U.S. imports of
goods when they are sold, and any inputs purchased in the United States by the
foreign firm and processed in the United States should be recorded as U.S. ex-
ports of goods; the processing fee should be recorded as U.S. exports of services.

B.5. Currently, detailed information on the processing fees received and paid
by U.S. firms for manufacturing services and on the underlying goods transac-
tions either are not available in the U.S. statistical system or are not identifiable
in any of the source data. Despite these challenges, BEA continues to conduct re-
search to determine feasible approaches for implementing this treatment.

B.6. Implicitly priced financial services. BPM6 recommends including the val-
ues of two implicitly priced services in the measure of financial services: financial
intermediation services indirectly measured (FISIM) and dealers’ and market-
makers’ margins on financial instruments.

B.7. FISIM measures the fees implicitly received by financial intermediaries for
their lending and deposit-taking services using the margin between interest pay-
able for loans and deposits and a reference rate that represents the cost of funds.
BEA continues to evaluate methods for estimating FISIM for the international
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economic accounts by reviewing the applicability of the methodology used for FI-
SIM exports in the NIPAs and by developing statistics for FISIM imports from data
on U.S. loans from, and U.S. deposits placed with, banks abroad. The FISIM meth-
odology for the ITAs requires coordination with the current methodology for
cross-border interest receipts and payments. BEA plans to introduce FISIM into
the international accounts in 2015 or later.

B.8. Dealers and market-makers in financial instruments may be reimbursed in
full or in part for their market-making services by the margin between buying and
selling prices. The existence of the buy/sell (or bid/ask) spread is an indication
that these dealers are providing market-making services, similar to wholesalers,
by providing liquidity and holding inventory. It is important to include these im-
plicitly priced services in the measure of financial services to provide a complete
picture of the services being traded. BEA includes margins on bond trading in bro-
kerage services and has begun to explore possible data sources and estimation
methods for these implicitly priced services for other financial instruments.

B.9. Transactions related to intellectual property. Under the BPM6 guide-
lines, transactions for the rights to use intellectual property, the rights to repro-
duce or distribute intellectual property, and outright sales and purchases of
intellectual property should each be treated differently in the international eco-
nomic accounts.

B.10. Transactions for rights to reproduce or distribute intellectual property
and some transactions in rights to use intellectual property should be classified
under charges for the use of intellectual property n.i.e.

B.11. Transactions reflecting the outright sale of certain types of intellectual
property and certain transactions related to its use should be reclassified to the
appropriate services categories. For example, outright sales of the outcomes of
research and development (R&D), such as the outright sale of a patent or a copy-
right, should be recorded in R&D services, while the rights to use the outcomes of
R&D should be recorded as charges for the use of intellectual property n.i.e. Out-
right sales of intellectual property considered marketing assets—such as trade-
marks, brands, logos, and franchises—remain in the capital account because they
are still treated as nonproduced nonfinancial assets.

B.12. Currently, transactions for the use, distribution, and sale of intellectual
property are commingled in BEA’s source data and are recorded indistinguishably
under charges for the use of intellectual property n.i.e. BEA is considering
changes to its Survey of Transactions in Selected Services and Intellectual Prop-
erty with Foreign Persons that would allow for the proper recording of the vari-
ous types of intellectual property transactions.

B.13. New financial instruments. The BPM6 guidelines introduce a new class
of financial instruments—*“insurance, pension, and standardized guarantee
schemes” —which includes insurance technical reserves (prepayments of premi-
ums and reserves against outstanding insurance claims), pension entitlements
(the claims of pensioners on their employers or pension funds), and provisions
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for calls under standardized guarantees (prepayments of net fees and provisions
to meet outstanding calls under standardized loan guarantees). The U.S. Treasury
Department redesigned its surveys to improve reporting of cross-border transac-
tions in insurance technical reserves beginning with the fourth quarter of 2013.
BEA plans to evaluate the results of the new data collection and introduce these
statistics in a future annual revision. Source data for transactions related to pen-
sion entitlements and standardized guarantee schemes are not sufficient for pre-
paring statistics, but cross-border transactions in pension entitlements and
standardized guarantees are believed to be negligible.
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