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7.1. Institutional units are entities that engage in transactions and other eco-
nomic activities in an economic territory and that form the foundation for eco-
nomic statistics compiled in national and international economic accounts. These 
units are characterized by having the right to own goods or assets and to ex-
change their ownership, the ability to make economic decisions and engage in 
economic transactions, the ability to incur liabilities on their own behalf and to 
enter into contracts, and the existence of a complete set of financial accounts or 
the capacity to construct such accounts as needed. Such units are grouped into 
sectors for the U.S. international economic accounts. 

Institutional units 
7.2. The two principal types of entities that qualify as institutional units are 

households and institutions. Households consist of persons or groups of persons 
who share the same living accommodation, pool some of their income and 
wealth, and consume certain goods and services collectively. Households include 
persons living in institutional arrangements such as retirement homes. Institu-
tions include legally incorporated business enterprises as well as entities such as 
cooperatives, limited liability partnerships, notional resident units, unincorpo-
rated business enterprises, government units, and nonprofit institutions. 

7.3. An enterprise is an institutional unit engaged in production and may be a 
corporation, a nonprofit institution, or an unincorporated enterprise. A notional 
resident unit is a type of U.S. enterprise created for statistical purposes to hold 
land owned by foreign residents. A wholly owned subsidiary corporation can be 
recognized as an institutional unit separate from its parent. Enterprises also in-
clude investment funds and other institutions and trusts that hold assets and lia-
bilities on behalf of owners. A branch is a nonresident unit with substantial 
operations over a significant period in an economic territory but with no separate 
legal entity for those operations. Each branch is a direct investment enterprise. 

7.4. BEA has adopted two basic changes to the names of institutional units 
recommended in BPM6. First, the BPM6 term “corporations” is replaced with the 
term “institutions” in order to include enterprises such as partnerships that be-
long in this category but that are not organized as publicly held corporations. This 
departure from BPM6 was made to clarify the concept for data users and survey 
respondents in the United States. The term “quasi-corporation” is also replaced 
by its definition, which is “unincorporated business enterprise.” Second, because 
little source data are available for the international transactions of households 
and nonprofit institutions serving households (NPISHs), BEA uses the label “non-
financial institutions” without reference to households and NPISHs. 
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Institutional units
Terms
Entities that engage in transactions and other economic activities in an economic territory and that form the foundation for economic statistics compiled in national and international economic accounts.
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Institutional sectors 
7.5. Institutional units that have similar economic objectives and behavior are 

grouped into institutional sectors. While an institutional sector classification 
could apply to both resident units and counterpart nonresident units, BEA applies 
it only to resident units. The institutional sector classification system recom-
mended in BPM6 closely follows that found in SNA 2008. For the U.S. interna-
tional economic accounts, sectors are recognized for financial asset and liability 
transactions in the financial account of the International Transactions Accounts 
(ITAs) and for positions in the International Investment Position (IIP) Accounts. 
For the IIP accounts, assets are classified by sector of the U.S. holder and liabili-
ties are classified by sector of the U.S. issuer. Sector classifications for related ITA 
transactions follow the same principles. Sectors are not recognized for the Activi-
ties of Multinational Enterprises statistics although those statistics are classified 
by industry. 

7.6. BEA’s presentation uses sectors adapted from the BPM6 guidelines pri-
marily to provide additional detail on portfolio investment and other investment. 
BPM6 defines four main sectors: central bank, deposit-taking corporations except 
the central bank, general government, and “other sectors,” which includes the 
two subsectors “other financial corporations” and “nonfinancial corporations, 
households, and NPISHs.” BEA has eliminated the summary category “other sec-
tors” and presents the two subsectors in its place. Due to source data limitations, 
BEA’s sector classifications comprise central bank, deposit-taking institutions ex-
cept central bank, other financial institutions, nonfinancial institutions except 
general government, and general government. Each of these sectors is described 
below. 

7.7. Central bank is the financial institution that exercises control over key as-
pects of the financial system. In the United States, the central bank is part of the 
Federal Reserve System. The central bank conducts activities such as issuing cur-
rency, managing international reserves, transacting with the International Mone-
tary Fund, and providing credit to deposit-taking institutions. 

7.8. Deposit-taking institutions except central bank are business enterprises 
that engage in financial intermediation as their principal activity. As a result, they 
have liabilities in the form either of deposits or financial instruments that are 
close substitutes for deposits. These enterprises include commercial banks, sav-
ings banks, savings and loan associations, credit unions, cooperative credit banks, 
and other specialized financial institutions that take deposits. 

7.9. Other financial institutions consist of all business enterprises other than 
deposit-taking institutions that are principally engaged in providing financial ser-
vices to other institutional units. Such services include financial intermediation, 
financial risk management, liquidity transformation, and auxiliary financial ser-
vices such as securities brokerage. Other financial institutions include money 
market funds (MMFs), non-MMF investment funds, insurance enterprises, pen-
sion funds, and other financial intermediaries such as those engaged in the secu-
ritization of assets, financial leasing, and commercial and personal lending. 
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Sectors
Terms
Groupings of institutional units that have similar economic objectives and behavior for the purpose of providing analytically useful aggregates of economic statistics. For the U.S. international accounts sectors include central bank, deposit-taking institutions except central bank, other financial institutions, nonfinancial institutions except general government (including households and NPISHs), and general government.



U.S. Internati
 
 

 
 

 
 

  
  

    

 

7.10. Nonfinancial institutions except general government include business 
enterprises whose principal activity is the production of market goods or nonfi-
nancial services as well as households and NPISHs. The business enterprises in-
clude corporations, branches of nonresident enterprises, unincorporated 
business enterprises, notional resident units owning land, and nonprofit institu-
tions that are market producers of goods or nonfinancial services. As described 
above, households consist of a group of persons who share the same living ac-
commodation. NPISHs are entities engaged in providing goods and services to 
households or the community at large free of charge or at prices that are not ec-
onomically significant, and that are not controlled and financed by government 
units. 

7.11. General government units are legal entities established by political pro-
cesses and that have legislative, judicial, or executive authority over other institu-
tional units within a given area. The principal functions of government are to 
provide goods and services to the community or individual households and to fi-
nance their provision; to redistribute income and wealth by means of transfers; 
and to engage in nonmarket production. In the United States, many separate gov-
ernment units exist at different levels, including federal, state, and local govern-
ment. 
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