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Outline

▪ History of U.S. FATS program

▪ Changes made to improve statistics for 
services overall

▪ Changes made for specific types of 
services

� Insurance

� Wholesale & retail trade

� Banking
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United States Data on Operations of MNCs

▪ First collected MNC operations data for 1950 

covering outward investment

▪ Collection became more regular and detailed 

in the late 1970s/ early 1980s

▪ Authority: International Investment and Trade 

in Services Survey Act

� Surveys are mandatory

� Data are confidential

▪ Subject to Paperwork Reduction Act
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Adaptation to Services Needs

▪ Adapted our existing MNC data collection 
program for services beginning in 1980’s

▪ Manual on Statistics of International Trade 
in Services (MSITS 2010) recommends 
classification by industry

▪ Product classification is a long-term goal

▪ As a step towards product classification 

� BEA broke sales out into goods, services, and 
investment income  

� Also, sales of services broken out by destination
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Sales Breakout

▪ Breakout between goods and services

� Goods-producing industries can be important 
suppliers of services

� For example, U.S. affiliates classified in 
manufacturing sector were third largest 
suppliers of services in 2010

▪ Breakout between services and investment 
income needed for industries where 
investment income is included in revenues, 
such as finance and insurance
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United States Inward FATS Questionnaire
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United States Outward FATS Questionnaire
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Presentation of Data on 
Services Sold Through Affiliates

▪ In 1990, began annual presentation that combines 
data on cross-border (resident/nonresident) trade 
with data on sales of services through affiliates

▪ Data on sales of services through affiliates
� Excluded U.S. cross-border trade, which is recorded in 

the BOP

� Covered sales of services only

� U.S. affiliates:  Sales in the United States

� Foreign affiliates:  Sales to foreign persons

� Covered nonbank majority-owned affiliates only
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Measurement Issues

▪ For services, sales close to output for most industries

� Exceptions: insurance, wholesale and retail trade, 
financial intermediaries (banks) 

▪ To address this issue, BEA:

� Initiated new data collections

� Developed new methodologies

� Identified and used data from outside sources

▪ Named measure “services supplied” to distinguish it 
from “sales of services” measure it replaced
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Insurance Services Sold through Affiliates

▪ Was measured as services-related operating 
revenues

� Mainly premiums

▪ Recent improvements

� Allowance for “normal” losses paid

� Premium supplements

▪ “Normal” losses (a proxy for insurers’
expectations) from premiums earned

� To construct this, BEA collected:

� Premiums earned 

� Losses paid
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Insurance Services: Premium Supplements

▪ Premium supplements are the investment income 
that insurers (other than life insurance) earn on 
funds they hold on policyholders behalf, called 
technical reserves

▪ Use data collected by BEA surveys on investment 
income

▪ Use data on the domestic insurance industry to 
calculate the share of investment income from 
technical reserves in insurers’ total investment 
income

▪ Apply this share to affiliates’ investment income to 
derive estimate of premium supplements
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Services from Wholesale and Retail Trade

▪ Was measured as total sales, including the value of 
the goods sold

▪ Now measured as trade margins

� Sales of goods less cost of goods resold

▪ To construct cost of goods resold, BEA collected:

� Goods purchased for resale

� Beginning- and end-of-year inventories of goods for 
resale

▪ For years without BEA survey data, update based on 
changes in trade margins for domestic wholesale 
and retail trade industries
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Financial Services

▪ BEA closed significant data gap by 
covering bank affiliates annually
� Beginning with 2007 for U.S. affiliates and 

with 2008 for foreign affiliates

▪ Now covers implicit as well as 
explicit services supplied

� Explicit—fees and services charges

� Implicit—financial intermediation 
services indirectly measured (FISIM)
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Comparison of Sales of Services to Services 
Supplied for U.S. Affiliates of Foreign MNCs, 2002
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Conclusions

▪ Breaking out sales into goods, services and investment 
income is a first step to long term goal of providing 
product detail for services

▪ Sales not a good measure of output for 3 industries

� Need to deduct losses paid and add premiums 
supplements to measure insurance services

� Need to identify distributive services provided by 
wholesalers and retailers measured by trade margins

� Need to measure implicitly charged services provided by 
banks

▪ BEA closed significant data gap by covering bank 
affiliates
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Questions or Comments?

▪ Please direct any questions or 
comments to:

�Kevin Barefoot 
(kevin.barefoot@bea.gov)

16


