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Motivation

 As the global economy becomes more integrated, there is a growing
tension between the nature of economic activity and the measurement
system that attempts to keep up with it.

 Since the typical unit of analysis is the economic area (the "island"),
economic activity is measured within the island and in terms of
transactions between islands.

 But, increasingly, companies and their ownership are global, with
economic activity taking place in a geographically dispersed way.

 We go over several important issues created by this tension, show how
they manifest themselves in the data and draw lessons from them.
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Country A exports to the rest of the world 
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Offshoring to Country C through a subsidiary

A

HQ

C
Direct investment income

Owners

D
Rest of the 

World



5



6

Direct investment income scaled by trade
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Redomiciling of headquarters to Country B
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Current account and portfolio investment income (credit)
(“Country A”)
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Current account and investment income
(“Country B”)
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Current account and direct investment income (debit)
(“Country C”)
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Offshoring to Country C through contract manufacturing
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Intellectual
property assets

Owners, managers, HQ remain in A.
Goods never cross the boundary of A.
But are counted as exports of A.
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Relocation of intellectual property assets to Country B
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Supplementary Slides
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United States, United Kingdom and Ireland
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Cash holding of non-financial corporates
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GDP to household disposable income

Quantile ranges Selected countries
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