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CHAPTER I - INTRODUCTION

1. This paper concerns those aspects of the proposals for revising the SNA 1n
document E/CN.3/320 which have been the subject of extensive consultation and study
during the last year and a half. Detailed discussions have been held in each
region of the world on the structure, definitions and classifications, and accounts
and supporting tables of the proposed system, other than balance sheets and income
distribution StatlSthSul The working group which met an Africa, latin America,
and Asia, alsc dealt with the adaptation of the full system to the requirements and
circumnstances of the countries of these regions. The preoposals i1n document
E/CN03/32O have been considered by the thirtzenth session of the Statistical
Comm1531on2 s and were discussed by the Lom meeting of the International
Association on Research in Income and Wealth, and a special meeting of the
Cenference on Hesearch in Income and Wealth, which ig asgsociated with the National

Bureau of Bconomic Kesearch. OSpecial studies have been carried out in respect of

i} The reports of the meetings held in Lurope are Report of the Working Group on
National Accounts and Balances, First Session, Conf. Iur. Stats./WG.22/7;
Report of the Group of Rapporteurs on Activiiy and Commodity Classzfication,
Conf.Hur.Stats./WG.22/GR.2/4; Report of the Group of Rapporteurs on Public
mector Statistioes, Conf.EurnStats./WGu22/GR,3/4§ Keport of Rapporteurs on
Concepts and Pefinitions, ConfaEur,StatsQ/WG,22/GR°4/4; Report of the Working
Group on National Accounts and Balances, Second Session,
Conf.Bur.Stats./WG.22/14. The reports of the meetings held an Africa, Iatin
America and Asia, respectavely, are: BReport of the Vorking Group on the
Adaptation of the Revised SNA to Africa, E/CNwl4/CASn4/NAC/21; Heport of the
Working Group on Wational Accounts, ST/ECLA/Conf=22/L55; Report of the Working
Group oh National Accounts, E/GNull/ASTAT/NAQE/LD3D

g/ Statistical Commisesion, Report of the Thirieenth Sesszon, E/CN@3/339.
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such questions as the treatmsnt of private non-profit organizations, the distinctions
to be drawn in respect of the various transactions between general government and
other economic agents, and the definition and classificaiion of current and capital
transfers. Ixcept for the propesed tables, national accounting data in constant
rrices haeg not yet been the subject of detailed study.

2. The paper gives the parts of the preposed revision in the SHA which hag been
the subject of extensive consideration, modified and detailed, as indicated by the
ptudies and drscussions. Unlike document E/GNn3/3205 little attention 1s devoted
to discussing slternatives for resolving problems in respect ol concephs or
classifications which raise problems. Instead, a specific soclution 18 adopted and
detarled an the laight of discussions which have taken place. This 1s not to say
that international consensus has been reached, or that entirely satisfactory
solutions have been formuiated, in respect of all the problems and questicns
concerning the main body of accounis which are enumeratsd. 1n document E/CN°3/320n
Por ezxample, general agrsement st11l does not exagt as to the way i1n which to deal
with the bank service charge,; the imputation of net rent on government owned and
cccupied buildings, cor the allocation of certain outlays between general government
and hougeholds, Nonetheless, detailed proposals for resclving almcst all of these
questions are included i1n this paper, based on the approach toward which the
discussions seem to lead.

3. The study and consideration of document E/GND3/32O during the last year and a
half have given rise to additicnal guestions, some of which are dealt with sketchily
in this paper. For example, 1t has become evident that the revised SNA should
include explanations of the range of analytical interests which the wealth of data
in the propesed tables and accounts might serve, and should furrnish guidance as to
the extent,frequency and pricrity with which these data might be published. Or,
the need has been emphasired to study the compilation of data on the total
consumption of the population and the appropriate treatment outlays by employers
on general recrsational, health and seducational facilities for their employees.
Questions have alsc been raiged as to links between the data of the system on
establishment-type and enterprise-type transactor units.

Ao This paper does not provide nearly as adequale a discussion of the structure
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of the system as document E/CNBB/BZO, or as should eventually be furnished i1n the
publication on the revissd SNA. Further., the paper does not deal with input-output
analysis, the principles, concepis and metheds of national accounts data in
constant prices or regional naticnal accounting. These subjects are dascussed in
document E/CN=3/320 and chould be covered in the publication on the revised SNA.

5. On the other hand, this paper furnishes full definitions of the transactors

of the proposed system and the transagtions on all accounts except balance sheeis.
These definitions were not covered in document B/CN.3/320. Alsc included in the
paper are detailled echemes for all the classifications of the system except for
commodities and the kind of economic activity of enterprises. It should be noted
that the propofed classification of the activities of establishment—type
transactors i1s an 1nterim =cheme, pending revision of the Internaticnal Standard
Industrzal Classification and thet full agreement hag not been reached on the
details of the other classifications.

5. A chapter of thas paper 18 devoted to discussion of the adaptation of the
proposals for the full wversion of the revised SNA to the needs and circumstaneces of
the developing countries of the world. This questicn is not dealt wath in dosument
E/CN.3/320.

T The aime and Pasic structure of the proposals for revising the SHA remain
essentially the same as 18 descrabed in decument E/CN,}/BEO, The objective 18 to
provide a full and detailled treatment of flows and stocks in an eccncomy. The
proposed system 1s designed to furnaish a basis for integrating economic statisiics,
as well as for the compilation of national accounts, raput-output tables, fiow-of-
funds statements, and so en. The intention 18 to provide a framework that is
capable of extension as grester integration of existing statistics 18 sought and as
new probisms come to be tackled. At the same time, by the appropriate consolidation
of accounts the framework can bhe reduced to the national accounts themselves. In
this way, 1t provides a link between simple statistical gycstems zn whaich only the
main aggregates are presented and highly elaborated sysiems in which a wealth of
detazl 1s brought together in a cohersnt and manageable form.,

8. Thug, the proposed system furnishes goals for the ccoordinated and crderly

development of economic statistics and national accounting. The assimalation of the
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concepts, definitzons and ciassifications of the main sconcmic statistics into an
integrated framework of accounting should be of assistance 1in this effort.
Bvolutaion of the full system will no doubt take many years in the case ol a number
of countries. Fach country will, of course, need tc decide on the pricrities
with which, and the detail in which, the various aspects of the system should be
developed i1n the lzght of 1t8 reguirements and circumstances.

9. The new SNA, as adopted by the Statistical Commission, will also furnish the
bagie for revising international reporting of national accounting data according
to the system. For this purpose 1t will be essentiral to make a selection from the
wealth of data included in the system in the light of the awvailabaility of
information nationaily and the requirements of arnalysis and the possibiliiies of
publication internationally.

10. The structure of the proposed system, ag modified as a result of the
discussions during the last year and a half, is outlined in Chapter II. This
chapter storts from the national accounts which connect the main flows 1n an
economic system and shows how these flows are related to the assets and liabilitiles,
1.8., siocks; as they would appear on a naitional balance sheet. It then takes
the national accounts and balance sheet, 1n turn, divides the flows and stocks
that appear in them i1nto classes and divides the classes into categories. The
result 18 a structure of accounts and balance sheets designed to show the
relationships between magnitudes which are important in studying an economic
gystem but to avold, as far as possible, the proliferation of distinctions which
are regarded as of minor importance.

li. The starting point of the system 1s the national accounts with their
distincition between current accounts and capital accounts. The current accounts
are davided 1nto two main classes, one relating 1o the producition of goods and
services, and the other ito the receipt of aincome and 1is use for buying
consumption goods and services, making transfers and saving. In the first case,
the current accounts are divided into the main categorzes of commodities and

the activities of producers. In the second case, the main categories are
consumption expenditure incomes and other outlays and the instituticnal sectors

that make the outlays and receive the incomes. A similar distinction runs through



/0N .3/345
Page 11

the capital accounts., The capital expenditure accounts relale to use of goods and
services in gross capital formatzon and the capital finance accounts relate to the
means whereby the institutional sectors finance this expenditure.

l2. "The flcows in the system ars clesed by the introduction of the usual rest of the
world accocunts; and flows are related to stocks by the introduction of a national
balance sheet, or when the system as disaggregated by a set of sector balance
sheets.

13. Chapiter 111 1s concernad with the definition and classification of the
transactors of the system; 1.e.. the resident economic agents of a country. In
the case of the production, counsumption expenditure and capital expendiiure
accounts, the transactors are classified 1anto industries, services of general
government agencies, the services of private non-profit i1nstitutions serving
households and householdss; and the transactor unaite employed for producers are
delined so as to aitain as much homogeneity as 1s possible in respect of their
kind of economic activity. In the income and outlay and capital finance accounts,
the institutional sectors which are the focus of atbention consist of non-financial
corporate and quasi-corporate enterprises, financial institutions, general
government, private non-proflt ingtitutions serving households, and households,
including many of the uninccrporated enterprises. The emphasis in delianeating
transactor units for these accounts is on the units which receive and dispose of
incomes and wWhich manage properiy. Hon-financial corporate and quasi-corporate
enterprises are classified according to kind of economic activiiy.

14, Chapters IV and V give the detazled definitions and classifications of the
various transacitions ol the system, except balance-sheet data. Chapter IV 1s
concerned with transacticns in the supply and use of goods and services, l.€.,

the production, consumption expenditure and capital expenditure accounts.

Chapter V relates to transactions in the receipt and disbursement of incomes and
in 1nvestment and the finance of this invesiment, 1.e., the lncome and ocutiay and
capital finance accounts.

15. Chapter VI sets out the standard accounts and supporting tables of the system.
The accounts zre intended as a descriptien of the structure of the system,

supplementary to the matrices of Chapter 11, and as an integrated way
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of presenting the main data. The supporting tables follow from the accounts;

and are degigned for the ccmpilation of data which are of interest analytically
but can not be appropriately shown in the form of accounts. In a number of
ingtances, the tables call for classification of a given flow according

to the characteristics of the transactors and the constituent trangactions. This
ig the case for most of the supporting fables to the production accounts. In
other instances, the tables are designed to show the income and outlay or

capital finance accounts for sub-divisions of the institutional sectors. In

still other tableg, the focus of attention ig on the interrelationg belween
acceounts, e.g., input-output or flow-of-fund tables. Included among the supporting
tables are tables on production-account flows in constant prices and on
employment.

16, In Chapter VII, the full system is considered from the point of view of the
requirements and circumstances of the developing countries. It is found

that the character of these economieg call for some classifications, acccounts and
tables pupplementary to those of the main system. The co-existence of wadely
differing modes of production result In the proposal to distinguish betwesn
traditional and modern formg of carrying on and organizing thoge activities

in the tables relating to the production accountsg. The need to stimulate the
development of shagnant rural areas, where subsistance farming is important,
calls for the compilation of special accounts in respect of these areas.

In order to follow the shrinkage in subsistences activity as development

proceeds, ag well as to estimate total production, a table is reduared on the
output for the market and output oo own account. In view of the strategic role
of g few industries and the public sector in development, special sets of
accounts are reguired for them. For the same reason publicly owned or controlled
industries need to be disgtinguished from cther industriesg in the tables relating

to the producticon accounts.
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17. The meetings on the revigicn of the SNA in the developing regions of the
world reached the conclusion that the proposed full system provided guitablie
goals for the development of economic statistics and national accounting

in these countries. It was congidered that guidance was needed on the corder
of pricrity of developing the data cf the system in the light of the urgency
of analytical requirements and the difficuliles of compilation. The generally
agreed four orders of priorities are set out in Chapter VII. In general,

the higher orders of priority were assigned to the supporting tables of the
production and capital expenditure accounts and the accounts for the special
segments and external transactiong of the economy. The lower orders of
priority were assigned Lo wost aspects of the income and cutlay and capatal
finance accounts. In order to advance the stage at which the msin series on
thege accountes could be compiled, it was recommended that the concepts of

grogs operating surplus and grogs saving be utilized.
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CHAFPTER II THE STRUCTURE OF THE SYSTEM

.

A. The National Accounts

1. For presgent purposes the most convenient point of departure is the
simplest form of the system of accounts underlying the present SNA rather
than the standavd accounts actually presented there which are complicated

by the introducticn of a small amount of i1nstitutional sectoraing useful fox
practical purposes and which arc sc arranged that the entries on elther sade
of the acccounts sum to totals which are conceplualily amportant.

2. The underlyling accounts are four in number and relate, respecltively,

to production, consumption, accumulation and economic transactions with the
rcegt of the world. Production is represcented by the enuvries in a production
{or operating) account. Consumption is represented b, the entrics in an
appropriation (or income and outlay) accounl. Accumulation is represented
by the entries in a capital reconciliation {or capital transactions) account.
Transactions with other countries are represgented oy the entries in an
external account {or an account for the rest of the world). These four
national accounts can be derived conccpltually by assigning such a set of
accounts to each transactor unit in an economy and consolidating the entries
in all accounts of a given type without making any distinctions between
industries or between institutional sectors. The precise system that emerges
from thas operation depends on the precise way inwhich transactions ars
classified.

Z. Thus it can be sald that the system of national accounts encompassss

all the transactions, or flows, in an sconcmy though it groups them into

a small number of large aggregates. But, it does not record assels and

liabilities, or stocks, at all It conftaing accounts but neo balance sheets.
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B. The Matrix Form of an Accounting Systenm

L. A generally accepted way of presenting an accounting system, which g of

particular valve in studying its structure, is to ldentify the accounts with
a set of intersecting row and column pairs which, taken fogether, form a
matrix. The elements ol the watrix are the entries in the accounts and,

Ly convention, incomings (or rovenues) are placed in the rows and ocutgoings
(or costs) are placed in the columns. Accordingly, abt the interseclion of
row J aad column k of the matrix we find the transaction, or aggrcgale of
transactions, which constitutes an incoming for account J and an outgoling
for account k.

5. 1In these terms, the four national accounts could be oresented as an

Table 1.
Table 1
The Mational Acccounts in kalrix Form
Current Capital AL11
i , accounts accounts ;accounts ‘
{ ;Production onsumptionéAccumulation‘Rest ol
E . ‘the world
i ; 1 : 3 L
] i : t ;
| EProductlon 1 L ' Z 7 1 -
' Current ! i ' ! : |
! . b i 1 i !
accounts | Consumption 2 | P : 5 -D i Z 1
! i ! : ! '

N, i : '
Ca&ltd} iAccumulation | ! L g | i I :
account i z i ! X :

f ! { ' i

3 {Rest o S ’ ‘, \

5371 ) ERcst of the l ! T ! . ; B ? %
accounts world 1 z ; ,




L/CI.3 /345

pPage 16
5. In this +table mnemcnic notation, C, V¥, E, etc. hag heen used instead

of a place notation, say, © % t etc., since the system is a very

127 7137 T1h

gimple one and 1t 1s useful to be able to take in the entries at a glance.
A key to the notation used throughout this chapter of the report is given
in Section C below.
7. The first account shows that

C+V+E=P+1I (T.1)
cr, in words, consunption plus gross domegtic capital formation plug exports
which are the scurces of revenue for domestic production, are egual to
groes value added plus imports, which are the corresponding outgoings. This
equation ig often rewritten in the form

P=C+ V+ (F-1I) (1.2}
or, in words, gross value added (or gross domestiec product) equals consumption
plus gross domestic capitel formation plus net exports. If indirect taxes
and subsidies are prescnt in the system and if the {lows on the right-hand
gade of (I.2) are valued at market prices, then P must be interpreted
as the gross domeslic product =zt market praices.
8. The second account shows that

P-D+Z=C+g8+0 (1.3)
or, in words, net value added plus net income from a road eguals
consumption plus saving plus net current transfers (or gifts) abroad. Thie
equation 18 offen rewritten Ly subtracting net indirect taxes, T say, from
both saides. thus

(P-D-T)+Z=C+8 +q-7" (I.4)
The left-hand side of this equation is the national income since the farst
term 1s egual o domestilc income and to this is added net income from sbroad.
9. The third account shows that

S+ K=V ~D+ 3B (1.5)
or, in words, national saving plus net capital transfers {rom abroad (or
foreign savang transferred to the economy whose accounts we are keeplng)
equals net domestic capital formataion plus net investment abroad, that is

the netl addition to the country's wealth, all problems of revaluation being
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ignored for the time being.
10. The fourth account shows that

I+ C+B=E+2+K (1.6)
or, 1n words, lmports plus net current transfers to abroad plus net invest-
ment abrosd edquals exports plus net income from abroad plus nct capital
transfers from abroad. This result can equally well be derived from {I.1),
(I.3) and (I.5) since (I.6) is not independent of them. Egquation (I.6)
can be used to express the balance of trade (E - I), the halance of current
payments, (B - K)ﬁ and net investment abroad, B, in terms of the other

transacticns between the country considered and the rest of the world.
C. Introducing a Naticnal Balance Sheet

11. The introduction of a nalbional balance sheet into the system of
national accounts get out in Table 1 follows immediately from what was said
in Paragraph 9, namely that the sum of the entries in the caprtal account
wag equal to the net addition to the country's wealtlh 1f problems of
revaluation of existing assets arce ignored. This is equivalesat to the
stalement that opening and closing liabilities, LO and Ll gay, are connected
by the entries in the row of the capital accounts,s + K, plus revaluations,
R say:; and that opening and cloging assets, AO and Al say, are connected by
the entries in the column of the capital account, V - D + B plus revaiuations,
again equal to R. The two revaluations are necessarily the same since the
capital account balances and go do the opening and closing balance sheets.
Thus 1if we revalue nel existing assets, real and financial, from one year's
end to another, we imply a corresponding revaluation of net worth, the
excess of all assets held over liabilities to third parties, in this case
the rest of the world. In the present example, nct worth is simply
accomulated saving plus accumulated net capital trensfers recelved

sultably revalued.
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1. The result of introducaing a national balance gheet and the necesgary

revaluations into the sysbtem of national accounts gilven in Table 1 18 set

out in Table Z.

Table 2

The National Accounts and DPalance

Sheets in Mztrix Form

Open~ Current © Capital | All . Re- Clos-
ing ! accounts . ! accounts  accounts valu iing
bal- Produc-, Consump-; Accumu- | Rest of ibal-
ance |tion . tien | lation | the worla | 8t10nsgnee
isheet | ; : ! : isheet
| 1' | i
vl { 2 e ‘ P 6 7
: | | : '
Opening balance sheet ! l i ’ AO | |
1! ; f i f
Current Production 5, ] } C v 5 E !
accounts ' ; p : i
Consumption P | D r 7 i
; P ' '
—"m_“ﬁ‘& : : i f
Cepital jAccumulation | L bog i Q K R L
account L i 0 i z : E 1
; ‘ ,
* ! é { !
Al 'Rest of the | ' | !
accounts; world 5E . “ i B F ! ;
| % 5 f
Revaluations 6' : E R {
| | | | 5 !
Closing balance sheet | ! | ¢ , i
& [ f A 5 #

13. ZFrom this table we can add some further relationships to those given an

the preceding section.

A =1
o o}

In the first place,

(T.7)
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or, in vords, assets at any point of time o are egual to liabilities at the

game point of time. TIn the second place,

Ll:LO S+ K+ R (1.8)

or, 1n words, clesing liabilities are equal fto cpening liapilitles plus

saving plus net capital transfers from abroad plus revaluations.
And [inally,
A=A +V ~D+B+R (1.9)
1 ‘0
or, in words, closing assets ave equal to opening assets plus net domestic
capital formation plug net 1nvestment abroad plus revaluations.
14, 8o much for the national accounts and balance sheets. Let us now turn

to gome ol bhe problemg that have to be [aced 17 these nationsl totals are

to be disaggregated.

D. DIxtending The National Acccunts:

Multiple Classifications

15. The accounts and balance sheets of the preceding section each relates

te the whole economy; none of them contains any kand of sub-division. Butb
1in order to pet a Tull description of an economle system a good deal of
Corther sub-division 18 needed. The [1rst step 15 to take each account and
halance sheel in Table 2 and divide it nto a number ol appropriate classes;
and the second steop 18 to take each c¢lass and divide it inte a number of
appropriale cabegories. lhen we do this we must recognize that economically
interesting clagsgifications vary Trom one part of the system to another and
that 1n the 1nterests of simpliclty and practicality, we must avoid
guperimposing clagsifications on one another more than 18 necessary.

15, These remarks can be 1llusted from the first account of the tables,
which relateg to production. IT we were asked what ve needed to know

1in order to analyse production, we should probably sfart our 1ist with two
lkinde of sgiatistics: [lirst, statistices of the sources and uses of commodities;
and, gecond, siatietics of the activities that were responsible lor producing
these commodities. Although, as we shall see, matiers are nol gulte go

swmple when we Talke account of the varied uses that such statistics ghould
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serve, we can say for the moment that the two main classes of statistics to
be represented in the production account are commedities and activities.
The categories of each main clasg are then zimply the elements of a commodity

or an activity classification.

E. The Main Classes of the System

17. With this example in mind, let us now elaborate Table 2 in accordance
with step 1, leaving step 2 to be dealt with later. The rssults of the
firet step are get out 1n Table 3 below.

18. Apart from the corrvection of a few minor errors and omissions, this
table is virtually the same as Table 9 of E/CN.3/320 apart from one
important ccnceptual change. It became clear from the many discussions cn
the revised SNA that there is a general feeling that the tresiment proposed
did not sufficiently emphasise the role of general governmeat and of ~rivate
non~-profit institutions serving householdsin production nor dlistinguish
this role sufficiently clearly from thelr role as consumers. This
conceptual difficulty can be met, without however increasing the amount of
information needed to fill in the system, by introducing a new set of
consumption accounts (numbers 7, 8 and 9 in Table 3) and by changing the
headings and content of the last two accounts (numbers 5 and 6) dealing
with producticn.

19. In Table 3, lhe symbolg denoce submatrices whose elements will be
spelt out at step 2. Let us look at the entries in the order of the groups
of rows and columns separated by lines.

a. Opening Balance Sheet Accounts

20. BRow and column 1. The symbol,AO denotes a malrix with real and financisl

assets 1n the rows and institutional sectorg in the columns: thus each

column represents the assets appearing in the opening balance sheet of one
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of the gectors. Similarly, the symbol LO denotes a matrix with institutional
sectors in the rows and net worth and fainancial liabilities in the columns:
thus each row represents the liabilities (including net worth) appearing

in the opening balance gheet of one of the sectors. The column sums of

AO are equal to the row sums of LO since each sector's balance sheet
balances. In general, however, the row sums of AO are not egual to the
corresponding column sums of Lo gince the sectors are national sectors and

do not include the rest of the world. The totals of these row sums and column
gums are, of course, equal, reflecting the fact that the national balance
sheet balances.

b. Production Accounts

21. Rows and columns 2 and 3. These yows and columnsg relate to commodities

valued exclusive of the commodity taxes levied on them and to the correspond-
ing commodity taxes. If the two entries are added together, a commodity
flow 1s obtained valued at the producer’s price rneluding tax. This
separation ig mede in order to provide a more homogeneous valuation of

the different entries in row 2. These entries relate to the absorption of
commodities in different uses. Thus the entry in column 4 represents the
abscrption of commodities In the productive activity of industries,

that in column 7 represents the absorpizon of commedities in the purchases

of goods and services by households, and so on. For example, when the
submatrices are further disaggregated, we should Ffand in one of bLhe columns
contained in column Y4, the commodity and commodity tex components of, say,
nousehold expenditure on clothing, which appears as cne of the rows contained
in row 7. For commodities, these components would be textileg, leather and
clothing products, rubber products togelher with the ftrade and transport
marginsg on thesge products; and, for commodity taxes, they would relate

to any purchase tax levied on clothing.

22. The total supply of commodities from domestic and foreign sources

and the commedity taxes asgociated wath these supplies are shown in columns
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2 and 3. Thus 1n vow 4 columns 2 and 3 we Tind the commodilies produced by
domestic industries and the associated taxes. Similarly, in rows 5 and G
we Tind the small quantities of commodibles produced incidentally in the
rendering of services by private non-profit institutions and general govern-
menl. The entries in rows 10 and 22 relate to commedity imports: the
commodities imported appear in row 22, the associated import duties in row
10.

2%, Row and column 4. This row and column relate to industries. In any

row contained in row 4 we £ind a particular industry's output of commodities,
and in the corresponding column we find the cost structure of this output.
Apart from the dinput of commedaties and the associated commodlty taxes

which bring the inputs up to market valueg we fand, at the intersectica with
row 10, the cost of non-produced rnputs, thac is to say, compensation of
employees, operating surplus and provisiong for the consumption of faxed
agsets together with indirect Laxes, net. The sum of these iftems 1s gross
value added at market prices and represents Lhe industry's contribution

to the gross domestic product.

2h. Rows and columas 5 and 6. These rows and columns relate to the production

of services by private non-procfit institutions serving households and genersl
government .  The present treatment differs from the one proposed an

E/CN.3 /320 and, as we have seen, is designed to give greater emphasis to

the fact that these znstitutions should be recognised as rendering services

to the community even if, financially speaking, they can be said to consume "
them themselves.

25. The position can be illustrated by the case of educational services

which may be provided either by private non-~profat institutions or by
government. The educaticnal services of private non-profit institutions

relate to the same activities as the purpose "education" of these organizations;

and the sub-matrices at the intersecticn of row 5 and column 8 are diagonal.
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This will frequently not be the case for the government service and purpose,
"eduecation”. The government purpose "education" may include general
adminigtrative and research activities, which are part of the service "public
administration”, in additicn to the management, operation and inspecticn of
public schools and other educational facilities, which constitute the service
"educatron”. However, it 1s desirable that a cne-to-cne correspondance exist
between at leagt the detalled categories of classifications of government
purposes and government services. Othsrwige, the cost structure of the

whole state educational system, including all forms of administration, would
be logt. In order tc avoid this where the condensed categories of the btwo
claggifications should not be similarly defined, distinctions will be drawn
in the detailed categories of the classifications of government purposes and
government services 30 Thalt these categories may be arranged according To
either clasgification. It is in this way that a one-lo-one correspondance

is attained in the scalers of the sub-matrices at the intersection of row

6 and column 9.

26. A significant portion of the revenue of the educaticnal services
rendered by private non-profit organizaticns will be recelved Trom the purpose
"education" of thesge institutions. Ag is shown in row 5, column 7, the rest
of this revenue 1s likely to consist of tuition and other charges pald by
students attending these institutions. In the case of the government

service "education", most of the revenue will be received {rom the government
purpcse “education”s and ig 1ikely to be supplemented by wvarious fees

and charges payable by parents to the public educaticnal gystem. The net
expenditure of government on the purpoge "education™ will also frequently
include outlays on the government serviece "public administraltion, education”.
The entries in row 6, columng 2 and 2 are likely to be gmall since govern-

ment educational services are not 1likely to produce commoditles, except,
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perhans, for own-account construction. The cost structures of the education
services ol the private non-profit instatuliong and the government will

be shown in the y=2ctors of columns 5 and 6, respectively. The cost structure
of the governmenl service "public administration, education”, will also

be delineated in a vector of column G.

27. The non-zero elements 1n the sub-malrices at the intersecilion of row

5 and columa 8 and of vow O and column O are the same as those of the C-vectors
in rows O and 9, respectively, column 12. Apart from the separation of the
activibies of nen-profat institutions from the rest of private consumption,
no new informatlion 1s needed to implement the new proposals which are simply
a rearrangement of the former entries. As kefore, commodities are defined

as marketable commodities,; that is to say as the products of industries.

20. Rows and columns 2and3?, dealing with commodities, and L, 5 and 6,

dealing with activities, conslltute the main classes intoc which production

ig divided. It can easgily be geen Lrom Table 3 bthat, if all thcse accounts
are congsolidated, we obtain: on the incoming side, revenues from congump-
tion in the domestic market (including the consumption of foreign visitors),
gross capital formstion and exports: and, on the cutgoing sade, the gross
domestic product {in row 10) and imports of commodities, together with

direct cxpenditures abroad in connection with governmenl services, {in

row 22).

¢. Consurpticn Expenditure and Income and Outlay Accounts

29. We come now to Lhe rows and columns dealing with consumption. Numbers
7, 8 and ¢ Torm a new set of accounts relating to consumption; numbers 10, 11
and 12 remazn unchanged and relate to 1ncome, its redistribution and disposal.

30. FRow and column | relate to the consumption expenditures of households

and foreign visitors and the cost struclurecs of These expeaditures in
terms of commodities, commodity taxes and direct expenditures abroad.

31l. Rows and columns 8 and 9 relate to the purposes of privabte non-profit

ingtitutions and of government. Thege accounts show the revenue of the
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different purpcoses in the rows and the expenditure on the corresponding
gervices in the columns.

32. Row and column 10 take the income and indirect taxes, nety, originating

in domestic activities (depreciation being cancelled out in column 21)
and disgstribute them over the institubional sectors and the rest of the
world.

23. Row and column 11 redistribute these incomes and similar incomes

originating abroad among the ingtitutional sectors and the rest of the
world by means of entrepreneurial and property income, direct taxes on income
and other transfers.

34, Row and column 12 contain the income and outlay accounls of the

institutional sectors.

%5. If all the congumption accounts are consolidated, we obtain: on the
1ncoming side, rncome from domestic production and indirvect faxes, net,
plus income received from abroad:; and op the outgoing side, consumption
expendibures, saving and income paid abroad.

d. Capital Formation and Finance Accounts

36. We come now to the rows and columng dealing with accumulation. Numbers
15 through 17 deal with gross capital formation; numbers 18 throusgh 21
complete the transformation of gross capital formation from an activity
to an ingtitutional classification and introduce capital transfers and
transactions 1n land and other non-reproducible tangible assets, in
mineral and patent vights and some other intangible asgets, and in
financial claims amcng the ingtitutional sectors.

37. Rows and columns 13 and 15 carry the changes in industrial inventories

and the gross fixed capital formation to a dummy account, an 18, which
in turn carries these components of cgpital formation into a clagsification
by institutional sectors. The purpoge of this arrangement s to replace

industry by sector matrices for the components of capital formation by the



marginal vectors of these matrices. If this simplification were not needed
for practieal reasons, the duamy account could be dispensed with and the V.
entries an column 18 coculd be moved over to column 21. This treatment

is shown in the case of row and column 14, which handle the increases

in the inventorles of pencral government services and in the case of rows and
columns 16 and 17, which handle gross fixed capltal formation in the

services of privave noa-profit institutions and general government. Ilere

1t 1s assuvmed that the construction of activity by sector matrices will

not lead to practical dlfficulties.

38. Tt will be noticed that, 1in comparison with B/CN.3/320, an I-enlry

has been made In vow 22, column 1. Thig entry refers to capital expenditure
on embassy buildings, elc , abroad. Siace the embassies and the Llike are
deemed b0 be Jlocated on domestic fterratory, such an entry 1s needed to ensure
that rows and columas 135 through 17 cover the whole of domeslic investmenk.
By implication the building of embassies and the 1ike by foreign counlries
forms part of exports. The building and eguipment ol factories and
instaliations abroad foims part of bthe domestic capital formation of

foreign couniries which is offset by a claim held by the country whose
company does the invesgtment. In a similer way the bullding and eguipment

of factories and installabtions on domestic territory by foreign companics
forms part of domestic investment and 1s also offset by a clawus.

39. Row and column 18 coatzin not only dvmmy accounts, concerned with the

transformation of the components of industrial investment from an industrial
to an instituticnal classification, but also accounts designed Lo bhandle
transfers of land, other non-reproducible tangible asssts, wineral and
patent rights and some other inbtangible assgets. These transfers are betueen
Institutional sectorvs and sum to zero 1n the casc of land and rights to

uge land. This a8 not the case for obther non-reproducible tangible asgsets
such as art objects, antidues, cte. or intangible assets such ag palent
rights. 7The entry at the intersection of vow 18 and column 22 relates

to The net sgales of these itemg to Lhe rest of the world.
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4. PRow and column 19 relate to transactions in Tinancial clains. These

are sghown in the row ag acquisitions in the periocd by the lnstitutional
sectors and the rest of the world. They are shown in the column as net
new claims of various kinds issued by the institubional sectors and the
rest of the world.

41. Row and column 20 relate to ecapital transfers. These are shown ag net

receipbe by the institutional sectors; accordingly, there are no entries
in the row and the ccolumn entries sum to zero.

42, PRow and column 21 relate to the capital finance accounts of the

institutional sectors and their link, through revaluaticns, with the

ooening and cloging balance sheets. The incomings into thege accounts, shown
in this row, are saving, net lssues cf new claims and capital transfers net.
These are balanced 1a the column by net capital formation in fixed assets

and egtocks and net acquasitiong of financial clalms.

e. External Transaction Accounts

43. Row and column 23 relate to all outgoings to and incomings from the

rest of the world Tor the economy under study. Recorded therefore are the
transactions of residents of the given country with the regt of the world cn
2ll the sccounts of the system.

f. Closing Balance-Sheel and Revaluation Accounts

hh. Row and column 24 relate to the closing balance-sheet accounts of

eachh of the institutional sectors. As in the case of the corresponding
opening balance-sheet accounls, Ay denotes a matrix with real and financial
assele 1n the rows and instlbutionsl sectors in the columns: and Ll denotes

a matrix with institutional sectors in the rows and liabilities to tlhird
parties (i.e., to individuals or organizations other than the proprietors)
and net worth in the columns. The links heiween the opening and cloging
Lbalance gheets of the institutional sectors consist of their capital and
revagluation accounts. The revaluation accounts for each of the institutional

gectos shown in row and column 22 form a set of balanced accounts. The
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revaluation account for the nation ag a whole also balances i1n total.

. The Main Cstegories of the System

45. Tet us now turn fo the second step in detailing the accounts of the
syatem, namely, the subdivision of each c¢lsss of transactions into a number
of appropriats categorics. Practically all the results of this step are
illustrated in Tatle 4. This table details the structure of the system.

a. Producticon Accounls

46, As we have seen, the transactions on the produckion accounts relate to
the activities of industries, private non-profit institutions serving
households and the government services and to commodities. Included among
industries are privabte non-profit ingtitutions serving them and wholly or
mainly financed and controlled by enterprises: and included in government
services are private non-profit institutions which are wholly or malinly
financed and coatrolled by organs of Government. The transactions concerning
the activities of these eccnomic agents relate Lo their ou pubt of goods and
services and the cost structure cof their production. The transachtions
concerning cemrodities relate to the domestie supply and diespesation of
marketable goods and services primarily. The domestle supply of commodicies
comeg in the main from industries and imports.

47. PRows and columns 2 through 9 of Table 4 exhibit a classification of

commoditieg according to the domestic industry in whach they are
characteristically produced. A class of commsedities will i1n general alsgo

Le mart of the secondary outnut of other industries, in particular when

a substantial oaumber of categories are utilized in the classification.
Henethelesg 1indng the classification of commodities directly to the classifa-
cation of industries ig essential for purposes of input-outvut and other

forms of economic analysis. For use in input-cutput analysis it is desirable



nf efeg

SHE/E HD ‘T

faske 4  nTRLO ASJOUNTS ANU BALAWCE SFERTS AN ILLU3TR.TION OF TR COMPLETE SYSTEH
1234567 891001121314 15161718 1220 2122 23 24 25 26 2726 2930 3132 3334 3536 3738 3940 ALA2 K3 4L, 5456 LT AR 49 50 5152 53 54 5556 57 58 59 60 A1 42 63 &), 6566 G768 69
T T
Openirg belance shests 1 ! : I fohg Ay by
Produste of agrzeculiura, ste 2 L v'nmuottlou tu oy Lo | U ' u
Somnoatbies rroducts of minng, menufacturing, stc 3 1 Ll U Uju o Uunmu uu v|lujg U U|u gouun , L)
Services of d-gtriculion ard transmert i u Lo uoo [N} U Tt oo o vyuogt by
Other mer<etable =ervicss 5 u Ufg L Lro LU T ' 1 _:U T U u.Jgun u
w - - - - — - -— = + . i
= erodusta of agraculture, etz 6 Xy L ~ kS ! I % E|xia x X
4 |+ emmoda by Products or wmining, manufscturing, etc 7 XEXZ (¥ X X[y o3| X \ FEAXREL Y XYY £XIX X £ X
'S taxes, net Services of Lstri‘abion ard transport & Y I A O R D T § 1 ' ¥ A X ilx PE XX X x¥UX X
& £ Other marketable services 3 ' 1P LY e XX Y Y Y Y X ' Trralesxlyxogy X
el =3 - - - == — - - - Rt i
5 © Agriculture, forsstry, etc 1ot (M oaoae XX ! '
= Hining, manuig tas and elegtr , ~oustr 11 ¥ yx |
b= N 3 3 & » '
e Indiatries Distraoution ard trarsport b sh L x ! !
v Otker indoubries 13 I K ' _ | l '
~ 13eTvices ~F hiadizal and hsalth serveces 14 J oaQ '
% lprivate nor- hdusationzl services 15 1 Q | 1
< |profit anss Othier sevices 14 u X [} 0 0 ' |
ooLtTons T ATIsE ST — . - - ' : —-
5 - " Puplie admrmetration and cefenre 17 M e C 4
k] 2:":2::‘“' Fdusat_on, nealth, other social serv.ces 18 [y o}
v Other services IEI LR X | | 2
Jouseholds! Fand, beverages ardg tobacco 20 3
goods ana Mlothing and “ousrinld poods and services 21 [+ ! !
& o |58TVICES Other goods and services 22 ' 4 | | E
< £ - - - N - -
3 ElPurncses of  |Heslth = i 2 P ‘
£ ¢|pravete nor- | faucetion h 0 | !
@ Slprofit inst, |Other 25 | ¢ |
c el — - - - v - = - -
] Pavlie adm_nistratior and defenca & ! C
Sl X
! 'Jgf_e;:‘::"t' Baucatrar, heslth, other snc1al purposes 27 | , c
pur® Uther purposes 28 i 5
5 i - . . - -
g I ompensatzon of employeers E3] oW AU W o0 W i
b Operiting surplus 3 TY ¥ 1 I
z ¢ £
5 Value added Sonaamprion of fixec sapital 11 22 DD D30 : v <3 =0 -D T
2 = Irliresi taxes, ret 320 |7 T TTTTITTLD™~TT |
104 _ -- — - - - - - -
AR Enterpreneuryal ard property Lo ame a3 A ! 4
3 tneame So011l Securzty benrfits 34 G | G
2 |iransters Jurtent tranafers, n e ¢ 35 i GG GG ' i G
a Zoc1al Jecuriky conbtributions 38 H Lo | a
L Otner dirsct taxes on lnvome 37 ' FHH il
L = T 1 = - - - - - - - - g -
2 Mon-finapcial enterprises 38 T 7 :
" {Trslasutional {Fipancial mstitulions 32 T [ '
sactors llouseholds =rd private non—profit 1vst 118 BT 'z G606 | T
Cenzral powsmmrent 41 TIZ & d H| |
2 |lgricultare, forestry, ste 42 i | v
T “{¥aring, mamilrF , eas et elsctr , consrr 43 ' ¥ o
Industr. es 2{Jastrabution and transport I I i v
“taer 1rdustries L5114 I Vol
Z —_ - - - 4 — - - - |
5 |Tovt  ger é‘ Publac admmisiration and deferce LA } H \i
*; Agriovlure, forestry, ate L7 . T }V
i fining, macutg , mas and electr , cemstr AR ' ! Iy
o Trdustries P |Distribation and transport w3 ) s | | v i
5 | o : ! ; i
ol & jother inuastmes 50 o : _ i o __4______ - | o L
5 |Services of _ |Meacal and health sermces 51 i ' | ! v
% |pr2v ron- o |Edusaiienel servicas 52 | ‘ | | | 7
5 © |profit inst _ Other sarviees 53 ! ! ! v
S 7 i- . [ - —— J _ 4‘7 - - — ' 1
bt ¥ {Puol.. admnistration and defence Sy [ | v
’E g:‘:m:ﬂt o Lducation, “ealth other socizl services 55 1 | v T
5 Other cacvices 58 L ! ‘ v
& [ - - _
2 Inn cap Forr,,Industrizl casibal formation 57 | f i ! ! [
land, =stc, land, art cbgeste, min raghts, ete 38 ' ! | , \ LYY YT
@ |- - - PR . e H .
3 5 1 t— + T =
E Currency and decosits 59 ) [ ! I ' 1P FF F|IF
z gi:?;slal Benda avd shares ! | ! | ' | ' " ? FIF
Fal Other fineneial elsims 41 ' ! ! F FFI'|F
P L - ; ‘- - - - -
4 |J&p.trans ,net|Ail categomes 62 | |
i - - - - — — R — - [
=% Nen~finaneial entsrprises E3{Ly | 5 | .M B E) E[Ea
& |Instaitatioral [Finaneial inssitutions 641 L) ., 8 | 'R K| R L]:
sechors boassholds ind prvate nen-protit inscv 5511 I . | 3 H . n|K Rpg
General government A51T ! | ' ! 5 Tk Y|k RiL
Rest ol the world &7 I I I 'T I W 7 GG HEHE : T N N N|K
Revaluataons 68 | R AR AR
Glosang belance sheets 63 { , ! Ly 44y




B/CN.3 /345

Page 31

that the game number of categories be utilized in t he classificationg of
compodities and industries. This however ghould not cbviate the use of a
more deftailed clagsification of commedities in supplementary tabulations for
other analytical purposes.

L. Rows and columns 10 through 13 involve a classification of industries

which is as homogeneous as is feasible in terms of what they produce and

the technology and cost-gtructure of this output. This leads to the
definition, in principle, of the unit of observation and classiflication for
industries in bterms of technical crateria. In most instances, the
establishment 1s likely to be the stalistical unit which results in the rost
homogeneous classification of industries that 1s feasible. If a more homo-
geneous unit were employed, for example, the technical unit, it might not

be posgible to compile data on all elements of ats cost structure, in
particular, the ancilliary and overhead and costs.

49, Rows and columns 14 through 10. In these rows and columns private non-

nrofat organizations serving households are classified according to the kind
of services they orovide. As was noted in paragraph 25, this classification
ghould be, and caan he, ideatical with the classification of these ingtatutions
according to the purposes they serve. Iurther, the claggificatlion should

e ldentical with the clagsifications of industries and goverument services
rendering the same kind of services since for certain analylical purposes,

the value added, employment or gross output of these three classes of
producers of the same service need to be compared or summed.

50. Rows and columas 17 through 19. Here government services are sub-divided

according to kind of activities In vhich they engage. As paragraph 25
empliasized, the elementary categories of this classirfrcaticn should be
degigned so that they are in one-to-one correspondance with Lhe clementary

categories ol the classificatbion of government purcoses. In order to eflfect



thia, it will be necessary 1n sope instances, bto sub-divide the same kaind

of activity into two or more categories, corresponding to the differing
government purpoges served. The classifacation of government gervices

should also be alighed with the classificatlon of industries and private
non-profit institytions engaged in the same kind of activities. Thus, units
of cbhbservation and classificaticn are wanted which are homcgeneocus as is
feasible in respect of both &ind of activity and type of purpose gerved.

b. Consumption Bxpenditure and Income and Cutlay Accounts

51. In the consumplion expenditurc and income and cublay accounts the center
of interegt shifts from cemmodities and the activities of production to

the purposes for which gocds and services are acquired and the forms in
which incomes are received and disposed of. Consequently the classifications
used 1n these accounts relate to object of cutlays for consumption and the
types of income receipts and disbursements. The categories of economic
agents needed also chenge asg we pass from the production accounts o the
consumption and income aand outlay accounts. What is wanted is a grouplng

cf economic agents who receive and dispose of incomes according to their
gimllarities in these resvects; 1.e., according to institutional sectors.

52. TRows and columns 20 through 22. The classification of households?

goods and services focuses on the object of, or purpose to be served b ,

the oublays of househelds on goods and services so as Lo yield upeful data
Lor demand and welfare analysis. The categories of the classificaticn

should also be co~ordinated to the extent that i1t is feasible, with the
categories of the purpose classificabions of the oullays of general government
and private non-profit Ingtatutions. This will zllow for combination

of data con the consumption of the three sectors lanto figures of goods and
gervices asccruing to the population.

5%, Rowsg and columns 23 through 25 and 26 through 268. The purpose

classzficaticns of private non-profit institutions and general government
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and the entries in thelr consumption expenditure accounbs have been deslt
with above.

L. Rows and columns 29 through 32, Shown in the rows are the consgtituents

of value added din domestic productlon, 1.e., compensation of employees,
operating surplus,consumption of fixed capital and indirect taxes, net.

The columns indicate the rcouting of the elements of value added other than
depreciation to the institutional secltors and the rest of the world.
Consumption of fixed capital 1s shown as negative entries at the intersection
of the capital finance accounis of the instatutional sectors and row 31

in crder to decompose net fixed capital formation into grogs faixed capital
formation and depreclation.

55. Rowsg and columns %% through 27. Accumulated in the rows are entre-

preneurial and vproperty incomes accruing from domestic and foreign
production and other forms of income transfers made by residents and non-
regidents. The {ransfers of income are dastributed in the columns Lo the
institutional seclors and the rest of the world. The classification

of income transfers is designed to distinguish between (i) requited
(contractual) transfers, (ii) obligations to, and commitments of,

general goverhiment, and other unrequited but voluntary grants.

5G. Rows and columns 38 through 41. The current incomings and oukgoings

of the institutional sectors are recorded cn a gress basis. The nain categories
of the classification of instibutional sectors are non-Tinancial corporate

and guasi-corporate enterprises, financial institutlons, general govern-

ment, private non-profit institutions serving households, and households, in-
cluding private non-iinancial unincorporated enterprises other than Chose
congsidered to be guasi-corporate in charvacter. Iach of thesge msin

categories except private non-profat institutions serving households are
gub-divided into more detailed categories, for example, Tinancial instatutions

are clasgified into the monetary authority, other monetary institutions,
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insurance companies and pension funds, and other financial ingtitutions. Non-
financlal ccrporate and quasi-corporate enterprilses are alsc to be

classified according to kind of economic activity.

¢. Capital Formation ard Finance Accounts

57. Rows and columns 42 through 56. Capital formation by industries and

the services of private non-profit institutions serving households and
government 18 delineated in the cclumns; and the transfer of this capital

formation to the capital finance accounts of the institutional sectors, 28
shown in the rows. In the case of industries, 1n order to avoid the
practical difficulties cross-classifying the activaties of establishments
and the institutional and other classifications of the parent enterprises,
their capital formation is transferred tc a dummy account "Industrial
capital formation"” in column and row 57.

58. Rows and columns 57 through 58. In addition to this dummy account,

net purchases of land, of non-reproducible tangible assets (e.g., art objects
and antiqueg), and of intangible assets such as mineral concessions and
rights, leases, copyrights, patents, are entered in row 58. Transsctions

in land will take place between residents only; and will therefore

sum to zerc for the nation. This 1s not the case for the other i1tems

dealt with in row 58.

59. Rows and columns 59 through 61. In classifying financial assets and

liabilities emphasis will be placed on the criteria of the ftechnical
character {e.g., the mapner in which 1t was contracted, the type of
instrument, the date of maturity and the degree of liguidity of
claims and the markets in which transactiong in claims take place.

0. Row and column 62. It is useful to classify the capital transfers of

general government agencles according to purpose and to distinguish between
the net capital transfers between general government, on the one hand, and

the other institutional sectors ard the rest of the world, on the other.
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61. Rows and columng 635 through 65.. Delineated in these rows and columns

are the capital. firance, revaluation and balance-sheet accounts of the
institutional sectors. The sectoring 4o be employed 1s identical with that
in rows and columns 38 through Lhl. Here too,non-Ffinancial corporate and
quasi-corporate enterprises are to be classafied according fe kingd of
economic activity.

G2, Row and column 67. The row and column for the rest of the world

sets out the transactions of the resident ecconomic agents with foreigners

on all the accounts of the system.

G. The Symbols Used in This Chapter

63. The capital letters which appear in the text and tables of this chapter
have the following meanings:

Asaets.

Investment abroad, net.

Consumption expenditure.

Consumption of fixed capital (depreciation).

Exports at market prices.

Net acquisitions of financial assets.

Current transfers other than direct taxes on income.

Diyect ftaxes on inccme.

Imports.

S e T = T C B - I o R T - s

Entrepreneurial and property income, direct taxes on income and
other current transfers. J =2 + H + G.

Capital transfers, net.
5 Iiabilities.
M Commodity outputs.
Net incurrence of liabilities.
Consumption of goeds and services other than commodities.

Gross value added at market prices. P =W + ¥+ D T.
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0o g =

Het wvalue added at market prices. @ =2 - D =W + ¥ + I,
Revaluations.

Saving.

Indirect taxes, net; i.e., indirect taxes less subgidies,
Use of domestic supply of commedities.

Gross domestic capital formation at market prices: net purchases
of land; net purchases of other non-reproducible tangihle assets:
net purchases of leases, concession and patent rights, etc..

Compensation of employees.
Commodity ftaxes, net.
Operating surplus.

Entrepreneurial and property income.
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CHAPTER IIT THE TRANSACTORS OF THE SYSTEM

1. Described in this chapter are the typeskof transactors utilized in the
system and the schemes for classifying them into gectors and in other
manners. Also defined below are the resident esconomic agents, to whom

all the zccounts relate. As wag indicated in the preceeding chapter,
differing, though linked, kinds of statistical units (i.e., units of observa-
tion and classification) are employed for transactors in the production and
consumption and capital expenditure accounts and in the income and outlay,
capital finance and balance-sheet accounts of the sgystem; and differing
gchemes for classafying these units are utilized in the two sets of accounts.
2. In the first set of accounts, atiention is focussed on the role of
economic agents in the production of goods and services. Distinctions are
therefore drawn oetween industries, which in the main produce goods and
gervicesg for sale on the market: the services of goverament or private non-
profit agencies serving households, which egseatially produce non-marketed
goods and gervices; and houscholds, which are consumers, but not producers,
of goods and services. In order to effect this clasgification, not infrequently
ingtitutional unite must e eplit into at least two transactor units - for
example, farming by houscholds from their other eccnomic activities or

the industrial producticn of government organizationsg from their other
sctivities. Though for this purpcse, ilncorporated or similar enberprises
need not ve split into a number of transactors, sub-division into establash-
ments may be necessary so that the statistical units for the production and
capital expenditure accounts will Le as homogeneous as is feasible in
regpect of the character and technology of their production. Thig stems
from the interest in classifying preducers, the services of general
goverrment and private non-profit institutions as well as industries, 1nto

relatively homogeneous categories according wo kind of economic activity.
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3. In the case of the consumptlon expenditure account, the agencies of
general government and private non-profit institutions sre claggified
according to purpose. These two classifications alsc appear in the income

and outlay accounts. As was noted in Chapter IT, there ig a one-to-one
correspondance between the categories of the clagsification of the private
non-profit organizations according to type of purpose and kind of

activity. In the case of general govermment ovganizations, thieg corregpondance
will exist in respect of the main or detailed cetegories of the twe clasgifica-
tions.

%. In the income and outlay, capital finance and balance-sheet accounts of

the system, the centre of attention is the receipt and disposition of

incomes, investment and its source of finance, and the distribution of property.
What is therefore wanted are the ftransactor units which receive ilncomeg and
own preperty and which control and manage these affairs. The clasgsification
of these units ghould therefore be based on differences in the ways

in which they receive and dispose of incomes, in their role in capital invest-
ment and in the forms in which they hold property. These considerations lead
to the use of institutional units (e.g., legal entities, general government
agencies, households) as transactors in the financial accounts; and the
clagsification of these statistical units into categories such as incorporated
and quasi-corporate non-financial enterprises, financial institutions or
households, including selected unincorporated private enterprises. In
addition to the classification of transactors by institutional sector,
corporate and quasi-corporate non-financial enterprises are to be clagsified
according to kind of econcmic activity. The categories of the latter scheme
will necessarily be fewer in number and broader in scope than the c¢lagsification

of establishment-type units by kind of economic activity.
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A. The Transacltor Units

a. Industries and Enterprises

5. In the case of industries, the establishment or a similar unit is

li1kely to be the most homoneneous statistical unit in respect of the
compogition and cost-structure of producticn and the rescurces and technology
employed which it wi1ll be feacgible to delineate. Ideally, the establishment
15 & unit which engages, under a single ownership or control, in one, or
predominantly one, kind of economic activity at a2 single location. A

single legal entity may engage in mere than one kind of industry and/or carry
on 1ts activities at more than one locationsend the extent which the legal
entity may be sub-divided into establishments, ideally deflined, will depend
on the manner in which the legal entity organizes and manages its production
and keepsg its records. In order to take thig into account while preserving
the bagic conceph, the establishment 1s defined in operational terms as:

the combination of activities and resources directed by a single owning or
controlling entity towards the production of the most homogeneous ccllecticn
of goods and/or services, usually at one location but sometimes over a wider
area, for which separate data can be compiled on the prcduction and all the
commodities, labour and capital resources employed for thas purpeose directly
and in support of, or ancillary to, tThe production.

6. Extensive use 1s made in the real accounts of the classification of
producers according to kind of economic activity:; and at this juncture, 1little
attention is being devoted to the classification of producers according to
area of location or sizZe. FEmphasis should therefore be placed on the use of
an establishment-type unit which is as homogeneous as 15 feasible in respect
of kind of economic activity, 1.e. fypes of commodities produced.

T. In the case of enterprises, the suitable and practical unit of observation
and classification will, in many instances, be the legal entity itself, e.g.

the cerperation, joint steck company, Iimited liability partnershap, co-cperative.
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The legal entity owns the property of the business, recelves and disposes

of its incomes, and maintains complete profit-and-loss and balance sheet
accounts on all aspects of The business. Though the resident branches

of Toreign organizations and the duasi-corporate enterprises defined in
paragraph 35 are legally part of entities encompassing the other econcmic
activities of thelr owners, these organizations will need fo be ldentified
as distinct transactor units. Quasi-corporate eaterprises are defined in
such a manner that the inceomes, Investments and property involved in the business
will in fact be held and managed apart from the other interests of the owners
and that separate and complete accounting records will be mainteined on all
aspects of the business.

8. Not infreguently, the property and financing of a collection of

resident legal entities which are bound tegether by ties of ownership, are
in fact managed and controlled by the common cwners. This is likely to

be the case where a consclidated balance sheet, as well as profit-and -loas
statement, is maintained for the collecticon of resident entitiesg or where
the mejority of the equity (i.e. shares or other forms of capital
participation) of each member of the group is owned by the same interests.

In these circumstances it 1s desirable to employ e transactor unit censisting
of the collection of regident legal entities, provided that vhis doesg not
result in much more heterogensity in respect of class of activity ilhan if
each of these entities were considered a separate transactor unit. This
Limitataion on hetevogeneity is suggested as corporate and quasi-corporate
non-financial enterprises are to be classified according to kind ofuactivity.
5: %g%eﬁgé f%viggmg%gssification of the agencies of general govermment
according to kind of economic activity and purpose, transactor units are
wanted which are as homogeneous ag is feasible in respect of the kind of
service rendered and the type of purvose served by this activaty. Both
criteria are needed in delineating the transactor units 1n order Lo reach

correspondance between the categories of the classification of government
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services and government purposes.

10. In view of the cloge correlation that often exists between the kind

of activities 1n which government organizations engage and the purposes for
which thege activities are carried on, the statistoical unit which would be
sultable for clasgiflcation according to kind of actlivity or purpose only,
will also be appropriate for cross-classilicabion according to class of
service repdered and type of purpose served. In some instances however g
trangactor unit of more limited scope will be required Tor the categories of
the cross-classification. Two or more kinds of activity may combine to

serve a single purpose, for example, the general policy making, admanastrative
and regulatory activities of a Minlstry of Education and the management

and operation of the public school system. Or, twec purposes may be served

by a singlic kind of activity, for example, hogpitals serving members

of the armed forces only and public hospitals servang the population at
large.

11. The degree of homogeneity in lhe Transactor units which can 1n fact

be attained in respect of class of service rendered and kind of purpose
served, will depend on the manner in which the organs and agencies of general
government are organized, controlled and managed and the way in which their
records of outlays and employment are kepth.

12. An additional type of statigsticelunit ig reguired for use in the income
and outlay, capital finance and balance-gheet accounts in respect of the
general government sector. Each of these transactor units sghould encompass
the government organs and agencies foy which policies and decisions as to

the sources and disposaition of funds zre made and carried out 1in common.
These transactor units should, in general, correspend, to the organs of
general government for which funds are provided, budgeted and disbursed in common,
for example, central government, the various local governments, social

security funds. In the aspects of these accounts where this type of
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transactor unit is required, it may be utilized directly in the gathering

and compilation of data or be arrived at through the consolidation of

the transactions of the statistical units of much more limited scope

described above. In many instances, only the first approach is likely

to be practical.

¢. Private Non-Profit Institutions

13. In the case of private non-profit organizations, the practical, as well
as desired, type of transactor units for use in all accounts of the gystem

ig likely to be the same in a number of instances. These transactor units
should correspond to the legal entities according to which the non-profit
institutions are organized, e.g. the corporate body, association, fund or
foundation. A single legal entity of this type will often engage in one class
of activities for a single type of purpose; and will independently manage

its activities, property and financial affairs. Iowever, in some instances,

a single non-profit organization may engage in multiple sctivities, aach

of which are managed, operated and accounted for separately, for example,

a uhiversity, its dormitory and boarding facilities, and research institutes
and organizations. In these instances, separate transactor units should

be employed for each class of activity for purposes of the production and
consumption and capital expenditure accounts. The dormitory and boarding
facilitles, and perhaps the research organizations, should often te.included among
industries. In any case, the educational and research facilities should be
clagsified to Aiffering categories of services and purposes of private non-
profit institutions. OCn the other hand, in the case of the other accounts

of the system, the legal entity, including the university paper, 1ts
dormitories and similar facilitieg, and 1ts atfached research ingtaitutions,
should be utilaized as the Lransactor unit.

d. Heuseholds

1L, TFor purposes of the classification of households into the institutional sub-

sectors ineludeéd in the supperting tables to the incere ond cutlay and capital finance
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accounts, use of the housekeeping concepl of the household will, in general,
result i1a suitable transactor units. Under this concept, each household
consists of: (i) a single individual or family (e.g. husband and wife,

mother and her children) who iives in a lodging house, old-age home or other
welfare institution, penal establishment, military barracks or the like;

or (ii) a single individual who makes his own housekeeping arrangements or a
group of individuals whe pool at least part of their income in order to
provide themselves with housaing, food and perhaps other egssentials of living.
This group of individuals usually cccupies the game dwelling, all the individuals
need not be related, one to the other. The first type of houscholds have
been called institubional households; the sscond kind of households have
been named private households.

15. Household transaction units thus defained will in general encompass

the outlays on consumption which are made in common as well as the correlated
gources of, and other dispogition made of, income. However, in the case

of some countries, the prevailing insbtituticnal arrangements may make a more
restricted concept of the private hougehold - the family household - more
suitable for use in delineating transactor units. Under this concept

the private household is limited to related pergons livang togsther who

pool at least part of their income to provide themselves with housing, food
and perhaps other essentials of Tiving. It should alsc be noted that

for purposes of gtudies of the distributicn of incomes accruing from production
{compensation of employees, entrepreneurial incomes, property incomes),
transactor units made up of single individuals, as well as of houscholds,

will be needed.

B. Sectors of the Production crd Consveption wnd Copilal Eipenditurc Accounts

16. The definitions of industries, general government services, private
non=-profit institutions serving households, and households are set out in

the following paragraphs.
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the following paragraphs.

a. Industries

17. Industraies includc all privately and publicly cwned or controlled
egtaplishments, organizations, and other similar units which produce goods and
gerviceg for sale al a price intended to approximate their costs of producticon.
The services of financial intermedisries, l.e., units mainly ergaged in incurring
financial liabilities and acguiring finencisl claims.on others in the market,
alre covered.

18. These criteria need amplification as strict application of the intention
10 make a profit and sale on the market only, would not cover certain publicly
and privately cwned cr controlled units which in view of thelr kind of
activaty and mode of operation should be included among indugtries. These
units produce gocds and services, in most i1nstances for the market, which are
characteristically part of the outpul of business establishments; and

exhabit gumilar cogl-structures and technologies as business units.

19. Public (i.e. publicly owned or controlled) industries should enconpass
government agencies, departments or units mainly engaged in activities such

as operating farms, natlonalized industries, electricity plants, water services,
railways, harbours, toll rcads, postal services, banks and octher financial
intermediaries, providing housing, or buying and selling commodities on the
market, though as a matter of policy, the charges made for the goods and
services may nol be set to approximate the full current costs of operation,

as long as these charges are proportioned to the goods and services provided.
Thig situation may also ve brought about Uy governmental policies in the case
of privately owned or controlled organizations.

20. However governmental agencieg engaged in the usual social or community
asctivities of government (e.g. national parks, health, educational, museum,
sanitary services or scientific or technical research and assistance) ghould

not be ceonsidered public industries unless the Tecsg set for thesge services
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are desagned to approxaimate the costs of pucduction. Vheve the commodities

are sold incidental Lo provading these services (e.g. timber in the case of
forest preserves, products made at vocational schools; seeds from experimental
farms, postcards and art reproductions by museums), 1t 1s generally undesirable
and impracticable to isolate these activities as public industries. Govern-
mental units encoeped 1n provading services of o regulatory character (e.g.
1s5uing passports or licenses, administeraing driving tests or courts) are

not to be congidered industries though the paymenis for these services may
cover the current costs of operating the agencies.

21. Public industries should zlso encompass govornment departmesnts or units
which Furnish goods and services to the government i1tgell of a kind often
provided by private establishments. Examples sre munition factories, repaxr
shops, navy dockyards, printing and vuplishing services, bullding aad
construction. In order Lo i1nclude these ancillary government activities

amcng public industries, it 1s essential to isgolatle the operating and capital
expenditures lnvolved. Thig 18 most practilical where the activities are the
functions of a government organization established i1ndependently of the
agencieg served. Under these circumstances, net lafrecuentiy, ithe costs of
production of the ancillavry agency is fananced by charges rmade to olher govern-
ment departments for the goods and services provided. “lrere the ancillary
activities are underbaken within the government department served, 1T becomes
difficult to isolate the relaled expenditures: and efforts should be made

to encompass the activities in an industry only 1f these activities

do not form a minor part of the government departmont.

22. Certain own-accoun’ activities ol households, private non-profit organizatiocons
gerving houegeholds and government agencics, should also be segregated into
industries. This 18 the case for owner-occupied dwellings, owan-account
construction of dwellings and other structures, and other own-account
congtruction. The activaties of households, as well as non-profit institutzions

and government agencies, ag owners of let dwellings and ofther slructures,
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zre already included as industries by virtue of the definitions given above.
A1l other dwellings owned by househclds and private non-profit corganizations
and family dwellings owned by government agencies should also be part of this
sector. Also to be included among industries is household production for
own consumption of primary commodities, i.e. agricultural, forestry, fishing,
hunting, mining and quarrying products. This production accountg for a
substential portion of the output in a number of countries. The domestic
services which members of households render directly to other households

are also covered in this sector.

23. Though non-profit institutions mainly serving business establishments
are not covered by the general definition set out above, it ig desirable to
include them in the i1ndustries sector as long af they are not wholly or mainly
financed and controlled by government. Examples of such private non-profit
ingtitutions are technological, design or testing institutes, organizations
engaged in economic or management studieg, Crade asgociations and chambers

of commerce. Thege institutions provide services designed ©o increase the
efficlency or earning capacity of business establishments which in many
instances are similar in character tot he activities these egtablishments
might otherwise carry on themselves. They are often founded by particular
industries and are financed or contrcelled, wholly or mainly, by enterprises.
Financing may take the form of membership dues by businesgs units, which are
not necessarily proportional to the services rendered to them, grants and
endowments by enterprises and others, income from property, and charges for
services which do not approximate the current costs of operation. IEnterprises
may control the institutions in duestion, which are generally incorporated,
through choosing the majority of the managers and executives and/or the

poard of diractors.

b. General Government Services

2k, Genera! government services includes all government agencies, departments,
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units and organizations, central, gtate, dostrict, municipal or village, other
than those covered in the 1ndustries gector. The government units included
here engage in a wide range of activities, for example, adminigtration and
defence and regulation of the public order; health, educational, cultural,
recreational and other social services; fire protaction,lighting, sanitary,
roads and other community serviceg; promotion of economic growth and welfare
and technological development. The function of general government is to
organize for, but not normally to sell to, the community those common

services which cannot otherwise conveniently and economically be provided, and
to administer the State and the eccnomic and social policy of the community.
These agencles and units of government are included independently of their
treatment in the actual government accounts. It is immaterial whether they
are accounted for ain ordinary or extraordinary budgets or an extra-budgetary
funds.

25. It 1s convenient to encompass in this sgector, in addition to government
agencies 1in the narrower sense, certain social security arrangements and
non~-profit organizations, even though they are not already formally part of
government.

26, The social security arrangements to be included are those which may be
regarded ag an instrument of the sgocial policy of the government. This will
be the case with schemes 1mposed by the government which anvolve compulsory
contributions by employees and/or employers and which cover the whole
community or particular sections of the community. Schemes formulated by

the government solely in ats role as an employer of perscnnel are not included
here. BRven 17 a scheme dees not involve compulsory contributions imposed

by the government, it should nevertheless be included as part of general
government services if by way of public regulation and supervision, or by
virtug of the existence of a system of government grantes, Ghe gcheme clearly

forms part of the social policy of the government.
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“%. The non-profit institubions and crganizations to be included in this
gector are those mainly serving business organizationg or households which
are whoily or mainly financed and controlled by the public authorities and
those mainly serving general government. This financing may take the form
of grants and of fees for serviceg and publicationsg which do not fully cover
current costs of operation. Control consists of effectively determining

the policies, programmes and standards of operation of the organization
through specifying these aspects of management as conditions for the receipt
of grants and fees [rom government, choosing theilr beards of management

or executive staff, or similar devices. The role of the public suthorities
in the financing and control should be such lhat these crganizations are
clearly instruments cof government.

28. HNon-profit anstitubions mainly serving government are organizations
which are not established primerily with the aim of earning & profit and which
are mainly engaged in research and similar activaities wirth regard to public
admanigtration.

c. oServices of Private Non~-Profit Institutions Serving Households

29. The services of private non-profit instituticns serving households
consist of health, cultural, recreational, charitable, and other social and
community services to individusls the payments for which do not fully cover
the current costs of cperating these services. In addition to revenue from
the dizvect #ale of these services and related publications, the services are
financed through dues of memberss contributrons, grants and endowments from
enterprises, ilndividuals and government; and income from property. The
nen-profit organizations renderaing these services may be associations,
goclelles, clubs, foundations or other private orgahizations incorporated
or nob, which are not established with the aim of making a profit. Non-
profit institutions serving households which are wholly or mainly financed
and centrolled by government are considered public, not private,

organizations and are ilncluded under gencral government.
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d. Households
30. Households comprise all individuals who are residents of the given

country (See paragraph £9 below for the definitions of residents.)

. The Institutional Sectors

31. The categories of the instituticnal sectors for use in the income and
outlay, capital finance and balance-sheet accounts are descrioed below.

a. Non-financial Enterprises, Corporate and Quasi-corporate

32. Non-financial corporate and guasi-corporate enterprises consist of
private corporate and guasi-corporate entities and public enterprises malnly
engaged in activities other than previding financial and insuring services.
Fach of these enterprises congists of one or more establishments which are
included among industries in the case of the production and capital
expenditure accounts. The sector is sub-divided into privately and publicly
owned or controlled enterprises.

35. Public EInterprises. Corporations are To be considered publicly owned or

controiled if the publiic authorities wholly or mainly own the shares or other
forms of capital participation and/or control the management of the corporation.
The public authorities may control (i.e. effectively determine) all the

main aspects of the management of a corporation through choosing the majoraty
of the board of directors or the managing directors, providing the staff

of the organization, specifying the policies or operating practices of the
enterprises, or similar means. In view of the many forms in which the
government may exercisge control over enterprises, it 1s difficult to

degcrikbe the means of control in all cases, but the important consideraticn

is an effective influence in all the main aspects of management and not merely
such influence ag is derived from the use of reguiatory powers of a general
kind.

34. Publiic corporations are entities which in view of incorporation under
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company cr other public acts, special legisiation or administrative

regulations, hold the financial assets and liabiiities, as well as real

agsets, invelved in their business. In addition to public corporations

it will be desirable to cover in this secitor, selected publrcly owned and
controlled units included among industries which are financially integrated

with general govermment and do not keep their own reserves apart Trom working
balances, l.e., selected government enterprises. These are relatively large
government enterprises which sell gocds and services to the population and which
maintain complete profit-and-loss statements and balance-sheet accounts

on the assets and liabilities involwved in their bugsiness.

25. Yrivale enterprises. The non-financial privately owned or controlled

enterpriges included in this sector comprise (1} incorporated enterprises,
i.e. corporaticns, Joint stock companies, limated 1iability partnerships or
other units registered under company or similar acts, co-operatives, and other
forms of business associations which are recognized legal entilies apart
from their owners: {(ii) the resident branches of foreign enterpriges: (iii)
relatively large ordinary partnerships and sole proprietorships which have
complete profit-and-logs statements and complete balance-sheet accounts on
the financial assets and lliabilities, as well ags the real assets, involved
in the businesses; and (iv) non-profit institutions and associations which
mainly serve enterprises and are wholly or mainly financed and coantrolled

by these business units. These non-profit institutions and assocrations

are gensrally incorporated under special statutes, regulations or company
acts.

36. The inclusion of ordinary parinerships and scle proprietorships which
may be expected tc be managed and to behave ag though they were incorporated
units, 1s suggested 1in order to enhance the homogenelity and comparability
internationally of the institutional sectors. In the case of some couniries,
most major enterprises of this character will in fact be corporstionsg: and

it may not be worthwhile or feasible to 1dentify the ordinary partnerships
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and sole proprietorships which could be considered quasi-corporations. In
the case of other countries, however, the incorporation of major enterprises
engaged in selected kinds of business, or in general, is not the common
practice though in other respects these buginess unite are similar in
character to corporations. Moreover, it may not be difficult to identify
the major ordinary paritnerships and sole proprietorships which satisfy

the criteria outlined above. In these circumstances it is desirable to
include thege private non-financial enterprises in the same instituticnal
sector as the private non-financial corporaticns.

b. Financial Institutions

37. Institutions, enterprises, associations and funds engaged in financial
and insuring activities under the circumstances described below are included
in this sector, irrespective of their form of legal organization or size.

In view of the nature of their activaities, unincorporated financial entcrprises
would usually be redquired by statutes or administrative regulations to
segregate the financial assets and iiabllities of the business from those

of its owners; or would find it essential to follow this practice. All
publicly owned or controlled financial institutions, agencies or funds
included in this sector would hold financial claims indeperdently of general
government.

38. Financial institutions are classified into sub-sectors in the laght

of the differences in their functions in the financial market. FEach

of the sub-gectors is further sub-divided into privately and publicly

owned or controlled entitiess. The criteris for drawing thig distinction

gre the same as for non-Tinancial corporate and quasi-corporate enterprises.
The publiicly owned entities are all classified as public corporations since
in orvder Lo be included in this sector they must hold thelir financial assets

and liabilities independentliy.
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59. The Monetary System The monetary system is the part of the financial

system which provides assets considered as money, 1.e., notes, coin and
transferable deposits. The sub-sector is divided into the monetary authority
and monetary institutions.

4O. The monetary authority is the Central Bank. Other monetary institutions
include all hanks other than the Central Bank which have liabilities for
depesits transferable by chegue or otherwise used in making payments,

whether under public ci private ownersnip or control.

41. Insurance Companies and Pension Funds Insurance companies consigt of

organizations providing life, accident, sickness, fire, casualty or other
forms of 1nsurance. Separately organized insurance activities of fraternal
organizations and friendly societies and government agencies established

to provide various forms of insurance on a voluntary basis are ineluded.

Lo, Also part of this sub-sector are pension funds established for
particular groups of employees, including government employees, which engage
in financial transactions in the capital market. Pension funds established
for the employees of general government or enterprises which are not
independently organized, or the reserves of which are added to the

reserves, or invested in thesecurities only, of the employer, are included in
general government or the sector in which the employer is clasgified,
respectively.

4%, Other Financial Institutions. Included here are all ingtitutiong, organi-

zations and enterprises other than those described above,which primarily

engage in financial activities,i.e. in incurring financial liabilitiesand
acquiring financisl claims on others in the narket. Examples are building

and loan asscciations and socileties; private saving banks and government
savings institutions, the Tunds of which do not flow directly and sutomatically

into government balanceg or gpecial issues of public debl: govermment lending
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instrtutrong the liabilities of which are not golely to the government;
credit unions; galeg Tinance, hire-purchage, and other business and
personal [inance companies; sccurity brokers and dealers performing Tinancing
and depository functions; investment companies, funds, socretied or trusts;
savings banks and other banking instituticns. The application of the general
definition given above will probably result in differences among countries in
the specific list of organizations to be included in the sub-sector.

c. General government

4L, General government encompasses the general govermment services defined 1n
paragraphs 24-28 and those government enterprises not covered under non-
financlal corporate and guasi-corporate enterpriges. General goverrment con-
g818ts of the Tollowing sub-sectors.

L5, Central Govermment. This sub-sector consists of central government

agencies of all types other than those included elsewhere {e.g., in social
sacurity funds, pension funds, financial instituticns, non-financial corporate
and guasi-corporate enterprises) irrespective of whether these agencies are
covered in ordinary or extracrdinary govermment budgetary accounts or extra-
budgetary funds.

46, ILocal Govermment. Included are local agencies of all types, e.g.,

state, provinelal, district, county, town, village, other than those included
elsewhere, irrespective of whether the agencles are covered in ordinary or
extraordinary govermment budsetary accounts or extra-budgetary funds.

L7. BSocial Security Funds. The social security arrangements covered here are

thoge degeribed in paragraph 26, where the assets and liabilities invelved in
the arrangement are held separately from those of the central or local
governments.

48, Private Non-Profit Institutiong. Covered are private non-profit institu-

tions wholly or mainly financed and controlled by general govermment organs

and agencies or mainly serving these bodieg; and any public bodies
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included 1n general government which are not exclusively agencies of either
the central government or the local governments.

¢. Private Non-Profit Institutions Serving Households

k9. This institutional sector consists of private non-profit organizations
which mainly serve househclds and are not wholly or mainly financed and
controlled by governments. Included are all aspects of the activities of
these organizations.

e. Households, Including Selected Private Unincorporated Non-Financial
Enterprises

5C0. Included here are resident households and unincorperated non-financial
enterprises which are not covered in non~financial corporate and quasi-ccrporate
enterprises. Thig ingtitutional sector ig sub-divided intc the househoids

of owners of unincorporated enterprises and other households.
D. Classifications According to Kind of Economic Activity

51. An interim scheme of classifying industriesg, general government services

and private non-profit organizations serving households according to kind of
economic activity 1s set out in Table 1 appended to this chapter. The
clagsification is an adaptation of the existing International Standard Industrial
Classification of all Economic Activities (ISIC) in the light of the requirements
of the accounting system and consideraticns of international comparability

in national accounting. For these purposes it has been found necessary to
splinter some groups (the most detailed level of classification) of the ISIC

and to alter in a greater number of lnstances the way in which the groups and
major groups (the next level of classification) of the ISIC are combined.

52. 1In order to attain correspondance between the classifications of the
services and purposes of general government agencles, in the case of either

the main or the detailed categories, the major group of the ISIC "Public

administration and defence” has been sub-divided into a number of categories,
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cach of which relate to & dilfering purposc. As a result of this step the
clagsification of general govermment services may, for all practical purposes,
be transposed into the cilassificatlon of general government purposes.

53. A scheme for classifying enterprises according to kind of econonmic
activity 1s also needed. This scheme wi1ll differ [rom, but be linked %to, the
clasgification of industries according to kind of economic activity.

The categories of the former classgification wrill be much lewer in number and

wilider 1n scope than those of the latter classiflcation.
E. The Purpose Classgilications

s, The classifications of general government agencies and private nen-
profit organizations serving households according to purpose are showm 1in
Tables 2 and 3, respectively, appended to this chapter. The aligrnment reached
between the purpose classificaticns of government and private non-profit
orpanizations and the kind-of=-activity classification algo substantially
improves the co-crdinaftion betwesen the purpose classifications and the portions
of the claggification of hcuseholds goods and gervices relating to sccial

and community services. The classification of govermment purposes systematically
distinguishes between government activitiez the purpcses ol which are to

serve the community ag a whole (e.g., general govermment services, community
development, sanitary services}, to provide services to households on an
indivadual basis (c,g., education, health, housing) and to regulate, promote
and assist economic activity (c.g,, the cotegories of economic services). So
a8 to allow for fthe preparation of complementary tables to the system on the
total value of fcod, beverages and tobacco, clothing, shelter, and medicines
and pharmaceuticals made available to the population, 1t ig suggested in

Tables 2 and 3 that figures of the total comsumption expenditure and receipts
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of general gov rament and private non-profit agencies in respect of selected
purposes be supplemented by datae on the outlavs m,and receipts from the sale

of, these items.

F. The Resgident Economic Agents

55. All the accountg of the system for a given country refer to the
transactions nf the same resident agents, i.e., establishments and

enterprises, general government agencies, private non-profit institutions, or
housecholds.

55. The transactions relating to the production of goods and services (e.g.,
gross output, intermediate consumption, value added) cover the activities of
g1l resident producers only. Resident producers are defined so that all, but
solely, production taking place on the domestic territory of a given country

is encompassed. The production accounts of the system therefore relate wo the
activity of resident precducers and not te the return to resident factors of
production.

57. Resident economic agenis receive compensation ag employees and entrepreneurial
and property incomes from their participation in the production of the given
economy and in producticn abroad. Some of the incomes accruing from the produc-
ticn in the country in question are also paid to non-residents. Thus the

final dipcomes aceruing to resident agents for contributing to production,

which are recorded on the income and cutlay accounts of the system, differ from
the incomes accruing from domestic production.

58. The consumption and capital accounts of the system also relate to the
transactions of resident agents only. Consumption expenditures covers the
outlays of resgldent households, private non-profit instiftutions serving house-
holds anrd general government agencies. Use is made in the supporting tables

of the system of a supplementary concept of the consumption expenditure of
resident and non-resident hougeholds in the domestid market (i.e., on the domestic

territory) of the given country. Fixed capital formation relates to the
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to the acquisitions of fixed assets by resident producers. The increases

in Inventories of resident producers are defined so as to be consistent in

scope with the definition of imports and exports.

a. Industries and Enterprises

53. Resildent egtablishments, enterprises cor similar economic units are units
which are engaged |n production and in tronsactions 1in land on the donmestic
territory of a gaven country. The domestic territory of a country is defined

to exclude the overseas territory and possessions and to include, in addition

to the territory lying within its political frontiers, (i) ships and aircraft
operated entirely, or primarily, between two or more countries by producers
resident (e.g. registered) in the given country and (ii) oil and natural gas
rigs operated 1ln international waters by resident enterprises of the country.
Ships and aircraflt operated entirely, or primarily, within the territory

of a country are considered to be resident unics of the given country.

60. These definitions with respect to the residence of ships apply whether

the ships are operated on charter or are owned by the operators. If a ship

is owned by an enterprise resident in a country other than that of the operating
unit, the payment of the charter fees constitute a payment for a service produced
in the country in which the owner is resident and the sghip is part of the
demestic fixed capital of this country.

61. Problems of definition of residence arise where the operation of shins or
alrcraft is not concentrated in either international service or in one country.
Similar difficulties occur in respect of railway, motor or pipe-line transport,
electricity or gas services and similar operabicng of concerns in several
countries. The principle adopted in these cases, in conformity with the practice
of the Internationsal Monetary Fund, is that producltion and the income theref{rom
should be ascribed to the country in which the production tzkes place, i.e.,
resident economic units are delineated for thig purpose: and the costs and
roceeds of these unite are calculated as if they bought and sold at market

prices even if in fact part, or most, of what they receive from, or transfer to,
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the other units of the complex of which they are members are omitted fron

helr records or entered only at a nominal wvalue. The costs of cperation
should include an appropriate share of head office expenses of the parent
concern when the head office is located abroad. The capital formation on
the territory of the country should be attributed to the resident units in
question; and in addition, parl of the capital formation of the parent concern
in transportable fixed assets (e.g. aircraft, reilway cars, lorrieg) employed
in the operations in the given country should be allocated to them, perhaps

in propertion to their share in the operating revenue of the concern. The
profits (net carnings) of the resident units in gquestion should be transferred
to thelir parent concern 1¥ thig concern ig a resident unit of ancther country.
If a parent concern is owned by a number of Goveraments, one of which is the
Government of the country in question, the saving, net lending and other
financial transactions of the concern should, in principle, be allocated to
the resident unit in proportion to the participation of the Government of the
country in question in the financial capital of the parent entity.

52. Computations such as are outlined above, may also be requlred in the case
of the alrcraft or ships of a foreign concern operating exclusively, or
primarily, in the territory of a given country or the branches (unincorporated
units) and subsidiaries (incorporated units) of foreign concerns in the country.
The profits of the unincorporated uni.s in question should be transferred

to thelr foreign cwners.

£%. Problems of definition of residence also arise where an entity operating
alrcraft or ships entirely, or primarily, in international commerce igs owned
Jgointly by & number of Governments or countries. In this case, the proceeds
and operating costs, the saving and capital formation, and the financial
transactions of the given entity should, in principle, be allocated to =a
resident enterprise of each country in proportion toe the share of its Govern-

ment in the financial capital of the concern.
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64, Commercial agencies transacting business for foreign principals should
he treated as resident enterprises of the country of location. When the trans-
actions of the agency are lfor 1ts own account, the transactions would he
allocated to the country in which the agency 18 located; when it acts as
agent for the account of a foreign principal, the transactions would be
clasgsified according to the country of the principal. The transactions of
foreign commercial travellers an the country in which they are travelling

are not considered ag the transactions of a resident ecopomic unit of the
given country.

65. Problems of defining domestic production are also encountered where
employeas of a resident enterprise travel abroad in order to install machinery
and equipment which the enterprise has =0ld to non-regadent producers. In
principle, the part of the proceeds from the gale which is payment for the
ingtailation services, should be attributed to a noticnal indusiry resident
in the country where the machinery and eguipment i1s installed. However, it
may not be practical to follow this procedure, in particular where The work
of installation ig not substantial and takes relatively little time Lo
complete.

b. General Govermment and International Organizatiocns

66. The resident government institutions of a country ianclude all agencies
of its central and local Governments located in its domestic territory and the
embassies and consulates and military establishments of 1ts Government
located elsewhere. Fmbasgies, consulates and military establishments of a
foreign Government are considered as extra territorial by the ccuantry in
which they are located. The production, Tixed capital formation and other
transactiong of these orgsns are therefcre attributed to their home country,
and not the country in which they are located. The construction of embassies,

gtructures and other works in extra-territorial enclaves by resident producers
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of the country in which the enclaves are located is part of the production

and exports of the country in guestion. Wages and salaries paild to locally
recrulted staff of foreign diplomatic and malitary establishments are wages

and galaries paid to residents of the country in which these establishments

are located.

67. International agencies, such as political, administrative or financial
organizations in which the members are Governments, are not considered
regidents of the country in which they are located. The staff of these
agencies are however residents of the country in which they live, which in most
cages Will be Gthe country in whach the given internstional agency ig located.
Under thege circumstances the wages and salaries pald by the international
agency would be wages and salaries pald to residents of the country

in which the given agency is lccated. The value added cr capital formation of
an international agency would however noct be part of the domestic preduct or
capital formation, respectively, of the country in which the agency is

located.

c. Private Non-Profit Organizations

68, All non-profit organizations located on the domestic territory of a country
are regident institutions of the country.

d. Households

65%. Individuals living in the domestic territory of a country, even on a
temporary basis, are congidered as residents, except those who have come to

the countyry explicitly for temporary seagsonal employment, tourists, commercial
travellers and members of official missions travelling in the country who

came from abroad and members of foreign armed forces and official diplomatic
and consular representatives stationed in the.country. Civil servants of
metropolitan counftries who are engaged in the administration of anh associsted
territory abrecad and who live in this territory, should be treated ag residents
of the given territory. The internationally recruited staff of interrnational

agencies are included among the residents of the country in which they live.
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Table 1. Classification of Kind of Leonomic activity

Condensed and more detailled list

T

I5IC najor Groups or Groups

1. sgriculture and hunting

1.1 Agrlcultureg/
1.2 Hunting, trapping and game
propagation.

2. TForestry and logging
2.1 TForestry
2.2 Logging

3. Fishing

L. IMiming and quarrying

4al Coal mining

o2 Metal mining
4.3 Crude petroleum and natural gas

Lol Other mining

5. 1lanufacture of food, beveraszes and
tobacco

5.1 Focod manufacturing industries,
except beverage industries

5.2 Beverage industries

5.3 Tobacco manufactures

01, agriculture, excluding cemstery
upkeep and landscaping.

03, Hunting, trapping and game propagation.

021, Forestry
022, Logging
04, Fishing

In each case lLelow, the preparation of
mining site is included in category 13,
Construction.

11, JCoal mining; Peat cutting and
diggang, from I3IC 199.

12, letal mining.
13, Crude petiroleums and natural gas.

14, Stone guarrying, clay and sand pits;
19, Other non-metallic mining and
UArrying n.e.c., exceptv peat cutting

and digging and salt refinming.

. 20,Food manufacturing 1ndustries except
beverage industries; 312, vegelable and
animal oxls and fats.

21, Beverage industries.

22, Tobacco manufactures.

;/ For the definiticon of the ISIC major groups or groups and the principles

of the classificatio., see Indexes tfo

the International Standard Industrial

Classification of All liconomic scbivities, Statistical Papers, Series u,

No.4, Rev., 1, add.l, Statistical Office of the Unmated Nations, New York.

2/ 1If wine makang, o1l seed crushing and other processing of agricultural
products on farms can not be geparabed from cultivaticn, these activitaes

would be classified in agraculture.
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Table 1. Classification of Kind of Lconcmic activity (continued)

Condensed and more detailed list ISIC major Groups or Groupsé/

6. hanufacture of fextiles, wearing
apprarel and leather

6.1 Textale industry 23, Manufacture of textiles, excluding
artificial leather.

6,2 HManufacture of wearing apparel, 243, hanufacture of wearing apparel,
except footwear and of other except footwear;
made-up textile goods. 2L, Manufacture ol made-up textile
goods, excepl wearing apparel.

6.3 manufacture and repair of footwear2il, Manufacture of footwear; 242, Repair
of footwear.

6,4 Manufacture of leather and fur 29, nanufacture of leather, leather and
preducts, except footwear and fur products, except footwear and other
other wearing apparel wearing apparel, excluding fellmongery;

Menufacture of artificial leather, from
ISIC 239.

7. lanufacture of wood and wood producis

7.1 Manufacture of wood and cork,ex- 25, Lianufacture of wocd and cork, except

cept manufacture of furniture manufacture ol furniture.
7.2 TDanufacture of furniture and 26, Manulacture of fuvrniture and fixtures,
fixtures excluding metal furniture and fixtures.
7.3 Ilanufacture of paper and paper 27, hanufacture of paper and paper
products products.

8. wanufactures of rubber, chemicals,
petroleum and coal

8.1 HManufacture of rubber products 30, Manufacture of rubber products,
8.2 hanufacture of chemicals and 31, Manufacture of chemicals and chemical
products products, excluding 312, Vegetable and

animal oils and fats, bubt including
Fhoto=chemical materials, from ISIC 392.

#,3 rlanufacture of products of 32, mManufacture of products of petroleum
petroleum and coal and ceoal, excluding tar and asphalt
roofing and buliding papers, fells, bricks
and similar constructlon materials but
including coke manufacturing, from ISIC 341,
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Classification of Kind of Ieonomic sclivity {continued)

Condensed and more detailed list

ISIC Majgor Groups or Groupsk/

9.

Manufacture of non-metailic mineral
products

%.1 pamufacture of glass, pettery,

china and earthenware

9,2 Manufacture of non-nmetallic
mineral construction materials

(except glass)

10, Basic metal industries

10.1 Tron and steel basic industries

10.2 Non~ferrous metal basic
industries

11, Manufacture of metal products,

machinery and equlpment

11.1 lanufacoure of metal products,
except machinery and transport
equipment

11.2 manufacture of machinery,
except eleclrical

11.3 Janufacture of electrical
machinery, apparatus,
applicances and supplies

11.4  Mmanufacture of transport
equipment

11.5 manufacture of prefessicnal and

scientific equipment, measuring
and controlling insvruments, and
photegraphic and coptical goods

332, lnanufacture of glass and glass products;

333, Hanufacture cf pottery, china and
earthenware.

331, tanufacture of structural clay
products; 334, tlanufacture of cement
(hydraullc); 339, Manufacture of non=-
metallic mineral products n.e.c., including
tar and asphalt roofing and bullding
papers, felts, bricks and similar con-
struction materials, from ILSIC 325,

341, Iron and steel basic industries,
excluding the manufacturing of coke.

342, Non-ferrous metal basic induslries,

35, Manufacture of metal products, except
machinery and equipment; Metal furnitures
and fixtures, from ISIC 26; letal
smallware, From ISIC 399,

36, nanufacture of machinery, except
electrical wachinery.

37, hanufacture of electrical machinery,
apparatus, applicances and supplies,

38, manufacture of transport equipment,
excluding wmotor vehicle garages,

391, Marnufacture of professional,
scientific, measuring and controlling
instrusents; 392, hanulacture of photo~
graphic and optical goods; 393, manu-
facture of watches and clocks,
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Table 1.

Classification of Kind of Hconomic Activity (continued)

Condensed and more detailed list

i/

ISIC lajor Groups or Groups

12.

13,

1.

155

16,

Other manufacturing industries

12.1 Manufacture of plastic products Manufacture of plastic products, from

12,2 Printing, publishing and
allied industries

12.3 lMascellaneous manufacturing

1ndustries

Piectricity, zas and steam and
water supply

13.1 Lhlectricity

13.2 Gas and steam manufacture
and distribution

13,3 ‘hater works and supply

Construction

Transport and cormunication

15,1 Transport

15.2 Communication

tholesale and retail trade,

restaurants and hotels, and storage

16,1 Vholesale and retail trade

16,2 Storage and warehousing

16.3 Restaurants, call
eating and drinking places

16.4 Hotels and other lodging
places

Cafés and other

L1510 399,

28, Printing, publishing and allied
industries' ;F1lm copying, from ISIC 8il.

3%k, lkanufacture of Jewsllery and related
articles; 395, manufacture of musical
insirunents; 399, Manufacturing industries,
n.e.c., excluding metal smallware and
plastic preducts.

511, Electric light and power.

512, Gas manufacturing and distribution;
513, Steam heat and power,

521, Later supply.

40, Construction; Preparing mining sites,
from ISIC 1; Significant own-account
construction,

71, Transpor?v, excluding dining-car and
other catering services provided in
transport when operated as a separate
establishment,

73, Communication.

61, Wholesale and rebarl trade;
Fellmongery, from IS5I0 292.

72, Storage and warehousing; lotor
vehicle parage, from ISIC 38L4.

852, Restaurants, cafés, taverns and other
gating and drinkzng places; Dining-car
service and the like, from ISIC T71.

853, Hotels, rooming houses, camps and
other lodging places.
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Table 1., Classification ol Kind of Leonomic activaty (continued)

Condensed and more detalled list

1/

I3IC Magor Groups or Groups

17.

13.

19,

20,

Personal services

17.1 TLaundries and laundry services, 854, Laundries and laundry services,

cleaning and dyeing

cleaning ana dyeing.

17.2 IHiscellaneous personal services,855, Barber and beauty shops; 859,Perscnal

except domesgtic services

17.3 Domestic services

Banking and insurance

18.1 Banks and other financial
instrtutions

18,2 Insurance

Heal Estate and other business
services

19,1 Real estale

19.2 QOther business services

Sanitary and similar community
services

services, n.e.c., excluding char, chimney
and window cleaning, exterminaiing,
fumgabting, janitor and like services,
baby sitting, and football and racing pool
operations and the like; cemetery upkeep,
from OL.

851, Domeslic services; Daby sitting
services, from 859.

62, Banks and other financial institu-
tions.

63, Insurance .

Owning and letting of houses and other
structures, from I5IC 64, including owner-—
occupled dwellings.

6L, Real estate, excluding owning and
letting of structures; 83, Business
services; Geologlcal surveys and
progpecting as independent service;

856, Portrait and commercial photographic
studaos,

522, Samitary services, Char, chimney and
window cleaning, exterminating, Ifumigating,
jamtor and the like services, from

ISIC 859; Landscaping, from ISIC Ol.



E/CN.% /345
Page 66

Table 1 @

Classification of Kind of “conemic Activity (continued)

Condensed and more detailed li1st

1/

ISIC major Groups or Groups

21. Public administration and defence
21.1 General governument services
21.2 Defence
21,3 General admlnlstratlon/economic
policies and services
21.L General administration,
educacion pelicies and services
21,5 General admnistration, health
policies and services
21,6 wdministration, social security
and assistance
21,7 sdministration, housing and
community development policies
and services
22, Soclal, recreational and related

C ommunlty Services

22.1 liducabion

22,2 BResearch and scientifac
institutions

22,3 Health services

22,4 Vellare services

22.5 Recreational and cultural
services

22,6 Religious, professional and

labour organizations, civil
agsoclatieons, and the like

81, Government services,

The definition of these categories of the
detarled list 1s identical with the corres—
ponding categories cof the clagssification

of governeent purposes set ocut 1n Table 2
below.

821, [ducation services.
823, Nesearch and scientafic institutions.
822, liedical and other health services.

Welfare institutions.

84, Lecreational services, excluding film
copyang; 827, Libraries, museuns,
botanical and zoological gardens; Footkall
and racing pcol coperations and the like,
from ISLIC 859.

82), Religious organizations; 826, Trade
associations and professional and labour
organizations; 829, Community services
nne-Cw
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Table 2. Clasgification of General Govermment Agencies According to Purpose

L.

General governmenti services

1.1 General administration

Organs of goverrment: Tinancial affalrs and fiscal administrationg
megtitutions serving general goverrment, such as planning services,
statistical olfices and persconnel administration; general services such
a8 printing, purchasing, operation of govermuent buildings; and other
agpects of general administration not included elsewhere. Organs of
government 1nclude the legislative bodies and chiefl execulbtive organs

of all levels of govermment, Their stafl and iibrary, research and

cther facilities and personnel; and audlt organizations, permanent or

ad hoc commissions and gimilar agencies acting on behall of these

bodies. Financial affairs and Tiscal administrations consigt of such
tasks ag the collection of taxes, ralsing of public money, management
of public debt and control over the disbursement of public funds. The
typical agencies concerned are the treasury or ministry of finance,
the budget office, and internal revenue and customs authorities.
Institutions serving general government comprise such agencies as plan-
niwng services, statistical olfices, central personnel administration
and managoment. General services such as printing, purchasing and
cperation of govermment builldings also include central motor vehicle
pools, repair and maintenance and sumilar services which it is not
Feasible to treat as govermment enterprises of an auriliary character.
1.2 External affairs

Covers expenditures of all agencies charged primarily with the formu-
lation and execution of Toreign pcelicy and the handling of foreilgn
relations; and all expenditures on foreign eccnomic aid and contri-
butions to internaticnal bodies cther than military alliances and
crganizations. Broadly speaking, i1ncluded are the expenditure of all

agencies stationed abroad execept military agencies, outlays on broad-
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casting gervices and cother means of information directed to foreign
counftries, as well as libraries and other cultural activitires conducted
abroad; all grants and loans in kind or cash {or economic aid to forelgn
countries and expenditure on technical assistance and the adminis-
tration of forelgn ecconomic ald; and all contributions 1n cash or ktind
to international civilian organizations and programmes.
1.3 Public order and safety
Administration and research connected with the maintenance of internal
order; law courts; police; fire protection; priscons and other places
of detention and correcticn. Covers all expenditure for law courts and
the judicial system, including all general legal tribunals and related
agenciles in charge of parole and probation activities and the regis-
tration of legal titles to property; ftransfer payments for legal zid to
households and private non-prof1t institutions; expenditure for police
activities including tralfic control; expendifture for fire fighting
foreces; expenditure for the operation, upkeep and new construction of
prisons and other places of detentlion and correction, such as criminal
asylumd, reformatories and relorm schools.
2. Defence
Central administration and research 1n connexion with actilvities serving
defence purpoges; expenditure on military and civil defence; and feoreign
military ald and contributions to international military organizations.
Covers all expenditure, whether by defence or other departments, on
recruiting, training, eguapping, moving, [leeding, clothing, housing, giving
medical care to or otherwise providing for the needs of the armed forces,
including expenditure Tor military construction and equipment, inspection
and storage; capital expenditure for the provision or guarters to families
of militery persconnel; military schools; expenditure lor the gtrenghthening
of public services tc meel war-time emergencies, fraining of civil delfence

personnel and acquisition of inventories and equipment for these purposes;
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and contributions to internationsl military organizations and alliances.

3

1
Ceneral research =~

ITnstitutions, agencies and organizations engaged 1n baglie and gensral

research and the promobtion of such research and gensral secient:fic knowledge

and endeavors. Covers expenditure for bhasic and general regearch and

sclentilic endeavors 1n the biological, physical or sceial sciences which

are noet linked to the provision or promotion of any particular type of

gervice or activity.

L.

2/

Education
.1 General administration, regulation and rcsearch 2/
Administration of ministries o¥ central departments of cducation;

general rcegulation and promotion of school systcms, 1nstituticons of

higher lcarning and aduli and other educational acitivities; expenditurc

on research into objectives, organization, administration and mcthod-
ology ol 2ll types of cducation.

4.2 Schools, universities and other educational facilities

Provision, management, i1nspcctlon and support of primary and sccondary
schools, collcges and universities, technical training institutions,
schoolg for the deaf, blind and dumb of a non-cusitodinl charactcr and
adult cducation facilities, including scholarships; loans and similar
grante to 1nduividuals for cducational and tralning purposes.

4.3 Subsidiary services

Tronsportation of scheolchildren, schocl mealg, and other awaliary

services designed to promote and facrlitate school attendance.

In sddition, 11 18 desirablc to furnish data of total ouvtlays on the
21l rescarch and sclentific cndeavers, l.e., on thesc activities,
serviccs and promotzonal schemes included under other categories of
the classification a8 well ag 1n Coatogory J.

Some expenditure on educaticnal or health rescarch will be clasgified
under Categoraes L.2 or 5.2, respectively.
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N\

Ilealth

5.1 Geheral ddministration, régulation and rescarch

Mirigtries of health and similar govermment depertments; regulaticn of
standarde 1n respect of hospitals, medical and dental clinics, doctore,
dentists, nurses and mid-wives and health and sanitation controls;
administration of naticnal health schemes and medical insurance schemes,
medical, dental and health research; and registration and collection of
statisticg on vital events, infectious diseages and the like.

3

Hospitals and similar 1nstitutions, dncluding insane asylums and care

5.2 Hospitals and clinic

of mentally defective; and expenditure on medical and dental clinics
and siunilar centres.

5.5 Individual health services

Medical, dental and mid-wilery services except 1n hospitals and clinicsy
provieglion of drugs and appliancces; lrnmunization, vaccination and similar
freld prograrmmes.

Social security and welfarce scrvices

6.1 Soclaol security and assistance

Administraticn of payments and funds for unemployment benelits, old-age
pensionsg, accident, injury and sickness benefits, family and widows'
allowances, public reliel, war veterans! benefits and the likc,

6.2 Tnstitutional welfare services 2

Chi1ld welfare services and i1netitutions; homeg for and care of the

aged, disabled, blind, etc; famrly welfare agencies and services; and

other special welfare ingtirtutions and organizations,.

Tt 18 desirable to compille scparate data on the cutlays and rccecipts
of thcege institutions for food, beverages and tobacco, clothing, and
ncdicincg and phermaccuticals for individual uge.
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Housing ond comaunity ooenities

7.1 Housing

Adnlnstration, rcgulation of standards aad proiwtion of actlvitlcs and
facilitics in respect of housing; and research, subsidies and capztal
cependiture in connexlon writh housing. TIncludes cxpenditure {or pro-
vislon, asslstance or gupport of housing ond rolated glur clearance
activities and nanagemcnt expenses of goverrment Tinancial enterpriscs
enpaged 1n 1ortgage financing of residentiol buildangs.

7.2 Cormunity develcpment

Agencies engaged 1n town and country planning and the proactlon and
assistance of thesge activitics; adninistration, pronotion and assistance
of urban and rural rcnewal and comunity facilitzes; and research in
connevion with cormunity development.

T.3 Banitary services

facilities and services for collcetion and digposal of garbage and
refuse, for sewcrage and operoticn of drainage systems, [or strcet
cleaning and other sanitary services; regulations in rcspect of smoke,
drginiection, disposal of rclfuse, cte.; puclic baths and confort
gtations; and other sanitary activitics not elsewhere classified.

Other caaunity and social services

8,1 Rccreational services

Provigsion and upleep of facilitics such as parks, playgrounds, athlctic
Pields, beaches, swarming pools, carps, hostels and other lod’ing
places, which arc not operated on a comrmercicl basis; botanical and
zoological gardens; libraries, ruscuns and llke 1nstitutiong; theatres,
orchestras and art groups; 1ncluding support paynents to non-prolit
institutions engnged in recreational and cultural services.

8.2 Religion and services n.c.c.

Bxpenditure for rellgicus purposes or contrabutions to religious

organizations Lor general assistance; and contributlons to fraternal,
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civie, youth and social organizations.
Economic services., '
9.1 General adninistration, regulation and research

Ministries and central departments concerned with the general admine-
1stration of economic commercial and labour affairs; genceral regulation
and registration cof businecss concerns; and technological, engincering,
markct and related rescarch not allocable te particular industry group.
Included are price and wage control agencies; labour arbitration boards:
agencies charged with the rcgulation of weights and measures; general
meteorological and map-making services. Ezxpenditures on regulation,
promotion and research linked to particular industries are classified
to the group concerned.

9.2 Agriculturc, forestry, fishing and hunting

Advigory services, conservation, assistance and investment for the
developrient and effective use of the so1l, forests, livestock, fishing
resources, and wilf-life of a country. Includes outlays for vetsrinary
gervices, extensicn gerviced, irrigation and drainage of lands,
reclemation of waste lands, land settlement, reforestatron, forest fare
rrevention, propogation and protection of fish and wild-1li1fe, and
agricultural price support and marketing schemes and subsidies to
fanaiers.,

9.5 Mining, manufacturing and constructicon

Promotion, regulation, research, assistance and investment i1n connexion
with the extraction and devclopment of coal, petrolew: and other
natural resources, geological and prospecting surveys, manufacturing,
and Tacllitics ccnnected with the building and construction industry.
.4 Electricity, gas, steam and water

Promotion, rcgulation, research, assistance and investment in connerion
with the production, transpmlssion and distribution of electricity, gas,

steam, heat and power and with services pertaining to the conservation,
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collection, purification and distribution of water,

9.5 Roads

Administration, ressarch, investuient and cther outlays for the promotion,
provision and upkeep and lighting of highways, roads, bridges and
tunnels, carparks, ete,

9.6 Inland and coastal waterways

Administration, research, investment and other outlays for the promotion
and provision and maintenance of facilities for navigation on indend
and coastal waters; and the regulation of the use of these facilities.
Includes expenditure for dredging of canals, rivers and lakes; for
lighthouse operation, for bucys and otbther navigationdl aids; for con-
struction of new canals, for construction, maintenance and operation of
deck, harbour and other pert facilities; and for ceast protection,

9.7 Other transportation and communicablon

Promotion, regulation, research, assistance and lnvestment in respect
of railways, road transport, water transport, alr transport and
communication.

9,8 Other econcmic services

Promotion, regulatlon, research, assistance and investment in respect
of commerce, including storage and warehousing, and other economic
activitles, n.e.c. Includes mulbz~purpese floocd-control, irrigation,
glectric-power and navigation projects,

Unallocable

10.1 Public debt transactions

10.2 General transfers to other government sectors

10.3 Expenditure in connection with disasters and other calamities

10.4  Other
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Table 3. Classification ol Private lon-Profit Institutions Serving
llouseholds According to Purpose

1/

1. Tducatlon fervicesg -

Universities and colleges, priuery end secondary schools, techmical, voca-
tional, arts and crafts schools, dramatic, music, dancing and other art
gchoole, blind and deal schools; research into the objectives, organization
snd acdmonistration, and methodology of all types of education: scholarships
and other oyoutn In cuoner s oL e ¢ Jlonnl cesenrenn and Leep? Lluse

and Tor training purposes.

2. Regearch and scientilic 1nstrtutes

Tastitutions and organizations engaged 1n basic and general research 1n
the biolozieal, medical, psychologieal, zocial and related physical
sclences; and in promoting and assisting such research.

3. lMedical and other health services g/
lledical, surglcal, dental and otiher health services, 1ncluding hospitals,
sangtorta, nursing homes and £imllar lnstituvtiong, redicol, maternity
dental and nenlal health clinics, and insane asylums and care of mentally
defective the provigion of 1ndividual medical, denital, nursing and
mid-wilery cares: and wmmunization, vaccinablon and similar Tield pro-
gramwmes .

b, Vellare services 2/

Clinld welfarc services and i1nstitvtions; homes Tor and care ol aged, dis-
abled, blind, ete.; family welflaie agencres and services;, travellers' aid
lepal 514 societies, Red Crosg and similar organiratlons; agencies for

the collectlon and allocabtion ol contributions Tor charity.

5. Recreational and cullural services

Dramatic, opera, concert and similar companies and organizations: libraries,
mugeums and like netitutions: botanical and zoclogleal gardeng: parks,

nlayvgrounds, svimming pools, gyvmnesiume, camps, Nostels snd other lodging
L J 5 =) 5 D a 3

laces, which are not operated on a commercial basgig.
3 £
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~ - -
o, Religious, profesgional and labour organ:zations, civil associations

and the like 1/

[ ¢a)

Churches and other religious ovganizations; trade unions proless.onal

gocleties and gimilar organizationss soci1al colubg; {raterral and eivic Bociebies

political organizabiong and aggocialions.

E/ thhere educational ingtitubions furnish boarding lacilitics and social
clubs furnish restaurants and bar faclliftieg, lfor vhich 1% 18 not
Teagible to cover 1n a statistical vnlt separatc from the statistical
unit relating to the other activities of these organizations, sup=-
plementary data should be compiled on the outlays and receipts lfor
{ood and beverages and shelter i1ncluded in the botal outlays and
receipts of these institutions.

g/ It 18 desirable to compile supplementary data on the expenditures and
recexpts of these organizations and institubions i1n respect ol food,

beverages and tobacco, clothirg, ard medicines and pharmaceuticals
Tor individusl use.
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CHAPTER IV. TRANSACTIONS CN THE PRODUCTION, CONSUMPTION
EXPENDITURE AND CAPITAL EXPEDITURE ACCOUNTS
1. The structure of the productiion, censumption expenditure and capital expenditure

accounts of the system Was,outilned,ln Chapter II, and transactors involved in these
accounts were described in Chaplter IIL. This chapier i1is concerned with the definition
snd classification of the transacticns in goods znd services on these accounts.
2. Production accounts are established in this system for indusiries, the services
of general government agencies, and the services of private non-profit institutions
mainly serving households. It should be recalled that other private non-profit
organizations are covered in indusiries or general government services. Capital
expenditure accounts are also provided for the three classes of producers.
Consumption expenditure accounts relate Lo general government agencies snd private
nof~profit organizations serving households, as well as to households.

- A. The Supply and Use of Geods and Services
3. The point of departure 1n the system for measuring production i1s the value of
the gross output of goods and serv1qes‘by 1ndustries and the sfervices of general
government and private non-profit organizations. A class of gross output which is
the subject of particular interest is commodities; nanmely, current goocds and services
which are characteristically seld on the market. 411 goods and services produced by
industries are classified as commodities. Commodities are also produced, but fo an
insignificant extent, by the services of general government and private non-profit
organizations. These commodities consist of sales of current goods and services to
industries and of‘fhe own-account fixed capital formation {essentially construction)
of general government services which cannot be segregated into an establishment.
4. Practically all of the gross output of the services of general government and
private non-profit organizations serving households i1s not sold on the market.
Instead, these Ssrvices are directly disposed of to the congumption of the
organizations themselves, A small portion of the output of these services will be
purchased for consumption by households. In addition, gesneral government ssrvices
may buy services from private non-profit organizstions for use in production. These

purchases of services are not included in the gross ouitput of commodities in view of

-
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the special circumstances of pricing and sale; as compared to the bulk of marketed
goods and services.
5 The supply of geoods and services to an open eccnomy 18 augmented by i1mports of
goods and services. All imports of goods and services, sxcept direct purchases
abroad by general goverament services and households, zre included in the domestic
supply of commodities of an economys. The direct purchases abroad of general
government services are charged directly to the cost of production cr capital
expenditure of these services. The direct purchases abroad of households are
included directly in their consumption expenditure.
e The domestic supply of commodities 1s used (1) in the production of industries,
the services of general government, and the services of private non-profit
organizatims, (11) the consumption of households, (ili) the capital formation of the
three classes of producers, and {1v) in exports. Industries and general government
services accumilate inventories of commodities; and all classes of producers engage
in fixed capital formation. The use of commodities, as well ag of other current
gocds and services, in production 18 referred fo as intermediate consumption. The
digposition of commodities, or of other goods and services, to consumption, capital
Tormaticn and exports are considered forms of the final use of the supply of goods
and services.
T Dealt with below are the definition, valuation and classification of gross
output, intermediate consumption, firal consumption, increases in inventories and
gress fixed capatal formation, and exports and imports of goods and services. An
wmportant aspect of defining the categories of use of the supply of gecods and
services 18 distinguishing between intermediate consumption, final consumption and
gross capirtal formation and between inventories and fixed assets.

B. The Gross Domestic Product
8. The value of the gross cutput of goods and services of course includes the
value of the intermediate consumption in production. For a number of analytical
purposes, measures of production which are free of the value of intermediate
consumption, are reguired. The basic measurs of +this type employed in the system
18 the gross domestic product, 1.8., the value added of resident producers, measured

in market prices,.
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Qs This measure may be cbtainsd in three ways. The Tirst i1s to fake the sum of
the difference during the period of accounting between the value of gross output,
measured in market prices at producing units, and the value of intermediate
consumption for producerdgs; and to add import duties to thais sum. The difference in
the case of each producing unit, represents its contributicn o the gross domestic
product, or 18 value added. The sccond 18 to sum up the value of the final uses of
gocds and services measured i1n market prices, and to deduct imports of gcods and
Services, measured 1n c.i1.f. values. This is eguivalent to isolating the
final products of producers, 1.e., the part of their outputs whick Tlows to final
uses, reduced by the imports of goods and services which have been used up in
intermediate consumption. The third approach i1s to take the sum of the i1ncome and
related payments accruing from production, 1.e., the provision for consumption of
fixed assets; compensation of employess, operating surplus and the excess of indaresct
taxes over subsidies.
10. The gross domestic product is alsc valued at factor incomes in this system,
l.e., exclusive of the excess of indirect taxes over subsidies. Another measure of
production that i1s utilized 1s the net domestic product at factor incomes, the
preceding aggregate less the consumption of faixed assets.

C. Gross Cutput
11. The scope assigned to the flow, gross oufput, coupled with the definiticn of
the producers of the economy, delineates the boundaries sel for produckion in the
syetem of accounts. Production is in a broad sense related to the general provision
of goods and services. 1t 18 therefore necessary to identify the activities of
producers which in this system are considered to 2dd to the domestic supply of goods
and services during the period of accounting.
12, The way in which 1% 18 proposed to value gross output also sets the principles
on which the other flows of goods and services are to be valued
a, General Principles in Respect of Industries
13, In the case of industries, the gross cubput during a given periocd is equivalent
to the gross value of the commodities (goods and services) produced during the period.
These cormodities may be provided for intermediate consumpticn or for final use,
including the faxed capital formation and additions o the i1nventories of the work—in-

process and finished goods of the aindustry. The commodities produced are valued a4
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producer prices (market prices at the producing unit) or at these prices exclusive

of net commodity taxes, depending on the account or table of the system in which the
fiow appears.

i4. The content of net commodity taxes {indirect taxes reduced by subsidies) will
vary from one country to another. A major purpese of wvaluing at producer prices
exclusive of net commodaity taxes 18 to avoid distorting the relative weight of
various uses in the demands for a class of commodities hecause of sagnaficant
variation in the ratic of these taxes to the producer prices from one use to ancther
in the case of the various commodities of the group. Such distortions in the data

on commodities hamper the uge of these data in input-cutput and related analysis.

The scope of net commodaity tazes may therefcre be limated %o indirect teyes and
subgidies the raiic of which to the associated producer prices, differs significantly
from one to another of the wvarious commodities included in a single class of
products. However, for the purpcses of other, though less essential, analytical
requirements, it 1s desirable 1o broaden the coverfge of net commodity taxes. There
are advantages to extending this category of taxes to all indirect taxes and
subsadies which are proportioned to the guantity or the value of commodities produced
or sold.

15. Producer prices should, as far as possible, be assigned in terms of marked
(Sales) praces at the moment of production. In general, the appropriate price 18 the
price at which commodities are sold against immediate cash payment. The amount of
cash discount that would be granted in case of immediate payment should, in principle,
be subtracted from the nominal sales price in order to arrive at the market price.
The market price should also include rebates made on the nominal sales price. Where
an additional quantity of the commodity is provided free at the time cof sale, the
nature of the transaction may indicate that the effeciive market price of the
commodity is below 1ts nominal value or the guantity sold 18 above the nominal
guantity.

. Unmarketed Ouipul of Industries

16. HNot all the production io be entered an the gross output of industries is
eventually sold on the market. In a number of countries, for example, 2 sigmificant
portion of the ouitput of agriculiural producers will be consumed in their houssholds.

In many instances, producing units of fThe same enterprises may supply commodities,
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cipe to the othersy producers may manufacture or construct capital assets for their
own usej or they may supplement the wages and salaries of their employees hy goods
wnich they produce. The fiow of hcusing services to the owners and occupiers of
dwellings will also not be recorded on the market.

17. (a) Own-account Production for Consumption: Subsistence production of primary

products (agricultural, forestry, fishing, hunting, mining and quarrying goods) is

of considerable importance in the developing countriess; and a shift tzkes place from
subsilstence %o market production as development proceeds. In order to include this
major source of sustenance for the population of the developing countries in
production and in order to atiain some measure of comparability in national accounting
data, 1t was recommended in Chapter III that producer units be delineated o cover
these activities where such units do not already exist by virtue of production for
the market. For the same ressons, all production of primary products should be
wncluded zn gross output, whether for own-account consumption, for barter, or fox
sale for money. It is also desiraeble %o anclude in gross output, (i) the output by
producersg of other kinds of commodities which are consumed in their households,
provided they also produce these commoditaies for the market; and (ii) the processing
of primary commodities by farmers, to produce butter, cheese, flour, wine or oil

for their own use, though they may not sell any of these manufactures.

18. The gross output for own consumption should be valued at producer prices on the
market. Where the producer does not sell any of his ocutput, the relevant prices are
those at which producers of the same or similar commodities sell in the same cr
neighbouring localities.

19. The imputation of gross rent on owner-occupied dwellings, which is included in
gross output, should also be based on the principle of valuation at market prices.
The impuiation should cover such costs as operating, maintenance and repairs, water
charges, insurance rates and taxXes, depreciation and morigage interest, in addition
to net rent. The same type of 1mputation 18 required for dwellings owned by private
non-profit organizations and family dwellings owned by general government agencies
which they do not let on the market.

20. (b) Own-account Fixed Capiial Formations A1l production of fized assets on own

account should be included in the greoss output of commodities. It is recommended in

Chapter ILT that when possible, an esiablishment be delineated where households or
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general government agencies engage in own-account construction of structures, roads
and similar works. Where establishments make tools, imsiruments snd simlar
commodities for their own account, they may treat the cost of these 1tems as
expenditure on intermediate consumption, even where the 1ifetime of these items 18
oneg year or more. Though, an principle;, such items should be considered capital
assets, 1t may not be worth the effort to treat these outlays as capital expenditure
if the i1tems are of amall wvalue. Simiiarly, in principle, Tixed assels made on
own—-account should be valued at market prices, but 2t may be necessary to resori to
valuation at explicit costs because of the serious dafficulties of market valuation.
This will net infreguently be the case for own-account construcition of siructures
and other works.

21l. (c) Supplements an Kind to Wages and Salaraes: Coods and services which

industries produce and furnish te their employees free of charge or at markedly
reduced cost and which are of clear benefirt tc these employess, should he considered
supplementary ‘to wages and salaries and be included in the gross cutput of the
establishment at the cost of production. The final use of this addition to gross
output is 1n the consumption of households.

¢c. Other Problems of Defining the Output of Industries

22, The proceeds from the sales of business units do not invariably indicate the
value of the gross output that has been produced. These receipts may include
elements which do not represent productzon during a given period.

23. {(a) Second-Hend Goods and Scraps When used (second-hand) fixed capital assets

are sold by ome producer to another, the gross output invelved 1s sguivalent to the
dealers' margin and other {ransfer costs only. However, the seller will record the
full sales price as negative capiial promotion and the buyer will record the full
purchage price as positive capital formation. The =same principles should be applied
1n dealing with iransactions in other types of second-hand commodities and in scraps
and wastes from used commodities. The final use accounts which would he debited

and credited, respectively, for the full transaction values will of course depend on
the character of the commodity and transactors invelved. The full value of the sals
and purchase of a scrapped fixed asset would, for example, he recorded ag a reduction
in fixed caprtal formation by the seller and an increase in inventories by the

purchager. However, the full sales value of scrape and wasies resulting from the
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manufacture of commodities (e.g., scrap produced in meking metsal products) should be
included 1n the gross output of the seller and treated as the ocutput of a commedity.
24, The gross output generated by transactions in non-reproducible tangible assets
(e.g., land, art objects and antiques) and intangibles (e.g., financial claims,
patents and copyrights, mineral concessions ), is also equivalent to the dealers'
marging and other transfer cosis.

25. (b) Hire-purchase Sales: The proceeds from sales of goods on credit may contain

an element of interest and & service charge for administering the credit terms, as
well as payment for the goods themselves. This, for example, 18 the common praciice
in the case of hire-~purchase sales. In nrinciple, the intevest charged for delayed
payment should be recorded on the income and outlay account, rather than the
production account, of the producer. When the surcharge for credit consigts of an
element of interest and a service charge, it would therefore be desirable o subdivide
the surcharge into the two components. However, 1t may not always be practicable to
follow this procedure.

26. (c¢) Banks and Similar Financial Intermediaries: These organizations are

usually Financed o a small extent only, out of darect payments for their services,
but are able to show a gain from their activities as a whole because their income
from the investment of deposits excesds the interest paid to depositors. 1f banks
were treated like other industries, income from 1nvestments would not appear as a2
credlt om their production account. As & result, the operating surplus of, and even
the value added by, banks might be negative since bank expenses, and even hank
expenses less wages and salaries, may exceed the sum actually paid by depositors for
bank services.

27. The anomaly of these institutions showing a very small or even negative
contribution to the gross domestic product can be avorded by impuiing & service
charge, valued as the excess of investument income accruing tc banks over interest
accruing to depositors. (Reoommendatlons concerning the disposation of this element
of commodity production to awart further Studyn)

28. (d) Insurance and Pension Funds: The premiums for insurance agamnst risks

{e.g., accident, fire and other casualiies, life insurance and pension funds ),

consist of a charge for the service of insuring, a paymeunt for the risk of insuvring,
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and, 1n the case of life insurance and pension funds, a substantial element of
gaving. In ascertaining the gross value of the commodities produced (the gervices
f—endered)3 1t 18 therefore necessary tc separate cut the charge for the service of
insuring from the ¢ther components of the premiums paid.

29, In the case of casualty insurance, the payment for the risk of carrying the
insurance during a given period 1s taken to be egual to the claims paid during the
period. The service charge ig therefore equivalent to the difference between the
premiums received and the claims paird. The amcunt of ths service charge, thus
computed, mey not be eguivalent to the actual risks of insuring (1.e., freguency and
gaverity of insured casualiies) during a given year since the service charge
included in the premium 18 based on the normal risks. In other words, the estimated
service charge may contain an element of capital gain or loss. Nonetheless, it is
not suggested that gross outpul on casualty insurance be equated to the normal service
charge. However, in compiling national accounts on & quarterly or semi-annual basis,
the service charge should be computed in the light of the experience during the
preceding year in owrder to avoid marked variation in the recorded amount From one
period to the next.

¢, In the case of liTe insurance, the service charge 1s conzsidered to be
equivalent to the excess of premiume received over the sum of the claims paild and
the additicng to the actuarial reserves, excluding interesi on these reserves
accruing to polacy holders. The actuarial reserves, as here defined, cover reserves
set aside to cover the risk of 1nsuring, pre-payments for fubure risks of insuring,
and other elements of saving involved in 1ife insurance policies. In some instances,
1t may not be feasible to 1dentafy each year, these reserves or the interest on the
reserves accruing to policy holders. Instead, 1t may be necessary to resort to
estimates of the service charge based on additions to life Tunds and the interest
which i1nsurance companies ezrn on these Tunds. Life funds are reserves earmarked
for policy holders, which include contingency, as well as actuarial, reserves. As
for casualty i1nsurance, the service charge recorded in quarierly or semi~annual
naticnal accounts should be estimated in the light of the experience during the
preceding year.

3L. Where 1t 15 necessary o allocate the service charge for casualty or life

insurance among varzous clasges of polacy holders, this should be done xn proportion
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to the amount of premiums paid for each type of this insurance.
32, In the case of pension funds, the service charge is considered $o be eguivalent
to the administrative expenseg of these funds. Where necessary, this service charge
is to be allocated to the wvaricus types of households the indivaduals of which
participate in the funds, in proportion to the contribution to these funds made on
their account during the pericd in guestion.
d. Services of General Government and Pravate Non-Profait Organrzations Serving
Households
33, The value of the gross output of the services of general government and private
non~=profit organizations serving households, 1s eguivalent to their costs of
production. These costs conaist of outlays for the intermediate consumpition of
commodities and other goods and servaces and the components of value added. Value
atdded 1g made up of the compensation of employees, the consumption of fixed assets
and any direct payments of indirect taxes by these gervices. Their value added does
not include net rent on the office and other huildings which they own and ccoupy or
on other fixed assets® which they own and use 1n production. The costs of production
are to ve reccrded at the time the costs ars ancurred. For commodities and other
goods and services, this is at the time these goods and services are purchased.
Inventory accounts are included in the system for the etockpiling of strategic
materials and important commodities by the services of general government only.
34. As has already been ncted above, the gross output of the services of general
government and private non-profit organizaticons serving hcuseholds 18, except for a
Tew transacticne, not included in the supply of comicodities. The excepbions consist
of sales of current goods and sServices to industries and own-account consiruction
which cannot be segregated intec an establishment of the indusiries sector.
e. The Classification of Commodities

ik, (a) The Character of the Classification: Tor purposes of studies of input-

cutput relationshipe, quantity and price dats, and imports and exports of goods and
services in the context of the national accounts, a classification of commodities 1s
required which 1s linked directly to the classification of industries. Such

a clasgification may be construcited in terms of the industries in which the

various commodities are characteristically produced., When utilized in input-

output analysis, 1t is desirable that the number of categories
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in the commodity and indusiry classifications be equivalent.

36. For a number of international purposes, a classifacation of commodities based
on the more detailed ilist of the classification of industries suggested in Table 1
of Chapter I1I, will be adeguate. The number of categories suggested 1s manageable
for most countriess; and the scope of each of thesse categories i1s, on ths whole,
narrow enough to avoid grouping together markedly dafferent outputs and production
processes but wide encugh to accommodate national divergencies in the structure of
production. For some other international uses and for many national uses, more
detailed classifications of commoditires and industries would be needed in the case
of manufacturing. This would be ths case, for example, when sub-dividing imports into
competitive and complementary or when utilizing input-cutput data to assess the
implications of changes in the structure of production. Internationally, use might
Le made for these purposes of the most detailed level (1.e., groups)of the ISIC
after this classification 1s revised. However, nationally, more detailed categoraes
than ths groups of the ISIC will be reguired for at least some categories of
manm:facturing.

37. The detail to which classification may be carried in the gase of commodities

18 greater than in the case of indusiraes, TFurther, 2 substantial azmount of detail
in the classafication of commodaties is needed for supplementary analysis of external
trade or price and guantity statistices. For these purposes, the commodity
classification should consist of at least one, or perhaps two, further levels of
classification beyond the groups of the ISIC. The more detailed levels of the
commedity classification might be based on such craiteria as the physical
characteristics, techrnology of production and use of commodities.

38. (b) The Development of the Clagsifica®ion: Since a defailed industrial

classification is required for devising a suitable commodaty classifacation, this
work is being delayed until the review and revision of the ISBIC has reached an
advanced stage. At that time the commodity elassification may be devised by linking

the sub—grcoups of the Standard International Trade Classification, Revised (SITC)l

1/ Standard International Trade Classification, Revised, Series M, No. 34,
Statistical Office of the United Nations, 1961,
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to the most detailed level of the industrial claggiflicatron. In the meantime,

the publiecation, Classification of Commedlities by Industrial Origin, has been

issued.g/ This publication relates to the groups of the present IBIC and the
sub-groups and items of the SITC, one to the other. The categorles of the SITC
of course Turnish a relatively detailed classification of commodities which
move in internaticnal trade only. For purposes of a complate commodity classi-
fication, 1t will be necessary to add categories for products which do not move
in international trade.

39. (¢} The Classification of Second-Hand Goods and Scraps: It will also be

necessary to raise separate categories in the classification for transacticns
1n seccond-hand (used) goods and in scraps and wastes. This will allow segre-
gating sales and purchases of these goods from acquisiticns of commodities and
other current goods and gervices on the capital and consumptiion expenditure
accounts of Transactors. Scraps and wastes which should be considered part of
the gross cutput of commcdities will also be classified 1n the latter category.
f. The Classification of Rents

40. The letting of dwellings, non-residential buirldings, equipment and other
reproducible fixed assets is classified as the provision of a commodity-type
service. HNet rents in respect of the usge of Thege fixed assets are therefore
part of the operating surplus of the business unit letting these assets.
However, rentg solely for the use of agricultural and other land are explicltly
recorded as part of property income on the income and outlay accounts. Where
the ownersg of this land are respongible for maintenance, lmprovement and simiiar
outlays dn connexion with the land, the portlon of the rent covering these
coste ghould be recorded as gross rents on the production accounts. The nel
rent for the land would still be reccrded in the property income. The use of
this approach is also desirable where rent for farms cover bulldings, equipment,
ete. in additron to agriculitural land. Where it is not feasible bo-gub-dlivide
the rent into the two components, the toital rent should be recorded as part of

property ilncome.

2/  Statistical Papers, Series M, No. 43.
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D. Intermediate Consumption
41, The three classes of producers-industries, general govermment services and
private non-profit institutions serving households -~ meke outlays on goods and
gservices for consumption in production. There are differences between indugtries,
on the one hand, and the services of general goverrment and private non-profit
organizations, on the other, in th& way 1n which intermediate consumption is
precisely defined and in the problems of distinguishing between intermedlate
consumption and other uses of goods and services. These topics are therefors
dealt with below separately for industries and the two other classes of producers.
a. Definition in Respect of Industries
42, The intermediate consumption of industries consists of expenditure on none
durable goods and services all of which are classified as cormodities and which
are used up in the output of commodities., Thesge outlays shouwld be valued at
cost on delivery (purchase price in the market) at the unit consuming the
commodities at the moment the commodities enter Into 1te production. Thas
principle of pricing ehsures that charges for intermediate expenses will be
eguivaient o The cosbts of replacing intermediate commodities at the time These
items are consumed. All the costs involved 1n delivery to the establishment
ghould be included, e.g., distribution and transport marging and commodity
texes in additiocn tec the price of the commodity at the establishment where it
was produced. Some tabulations of the system call Tor sub=dividion ot thée market
price into the three elements of (i) producer price exclusive of net commodity
taxes, (ii) distribution and transport costs incurred in the course of the
transfer of the goods from the establishment of the producer to the estaklish-
ment of the user, and (iii) net commodity taxes levied on the commodiiies at
the establishment of the producer or while the goods are in transit between the
two establishments.
b. Boundary Problems
L3

arise of discriminating bebtween i1ntermediate and final consumption and between

In compiling data on the intermediate consumption of industries, problems

o

intermediate congumption and fixed capital formation.



E/CN.3/345
Page 88

Ly, (a) In Respect of Final Consumption: Business unitsg may acquire goods

and services for provision to employees free of charge or ai markedly reduced
costs., As long as these goods and services are of clear benefit to the employees,
thege outlays should be classirfied as supplemente in kind to wages and salaries,
not as intermediate consumption. Nonetheless, not infrequently the expenditure
will be shown in business accounts as lntermediate consumptlon rather than as
compensation of employees. Conversely, the accounts may show commoditles
allocated to a final use when from the standpoint of the national accouvnts an
intermedizte consumption is involved. Tor example, under certain contractual
agreemants, miners are reguired te purchase working tools, such a8 lamps and
explozives cut of thelr monetary wages. It is reasonable to regard these
expenditures as direct business costs. To record them as such in the national
accounts require a dewnward adjustment to the wages and salaries entered in the
mining companies' accounts and corvesponding upward adjustment in its inter-
mediate consumption. In general, these types of imputations shcould be confined
to cases in which there is a contractual cbligation on the part of employees

to use part of their compensation for purchases which have no direct utility

to them. No adjustments are to be made for the fact that many expenditures by
consumers, such as expenditure on the Jjourney to work, contain an element akin
te business expenses. On the other hand, traveil, entertaimment and similar
expenses lncurred by employees in connexion with the business of thelr employer
for which they are reimbursed should be classified as outlays on intermediate
consumption.

45. {b) In Respect of Fixed Capitel Formations Mentioned earlier was the

likelihood that the accounts of producers will show the costs of producing tocls,
small items of eguipment and similar commodities as current expenditure, but,

in prainciple, at least some of these outlays should be recorded ag capital
expenditure. A number of other problems of discrimination between current
expenses and capital outlays that will arise are discussed iIn the gection below
on fixed capital formstion. Some examples of these problems are outlined in

the following paragraphs.
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46. Some of the expenditure on repair and on similar activities which may be
recorded 1n business accounts as intermediate consumption should be congidered
capltal outlays. These are outlays which lengthen the expected lifetime of a
fixed asset or increase its productivity substantially, e.g., significant
alteraticons or additions to pieces of machinery and eguipment, or in plant and
other structures. Outlays on repair and maintenznce reguired to make good
breakages and to keep the stock of fixed assets in proper working conditions,
are classified as 1lntermediate corsumption. In the case of residential and non-
residentlial structures, for example, outlays on painting, replacing damaged
gutters and plumbing, or repairing lighting or heating systems, should be
clagsified as intermediate consumption.

47. In general, expenditure on operating farms, plantations, mines and similar
units 18 a form of intermediate consumption. However, significant outlays

on the development and extensicon of these units should be classified as fixed
capital formatl on. Such outlays may be for land clearance and reclamation,
irrigation works, extension of mining shafts, planting new timber tracts,
planting and tending new orchards and other new heldings of fruit-bearing and
sap-bearing plants which yield products only after a number of years of culti-
vation. When these new holdings become productive, such outlays should be
classified ag intermediate consumption.

48. The ccmmodities used up in research, technological development and
exploratory activities cof industries, are considered part of intermediate con-
sumption though thege outlays may be capitalized in the accountg of some
business units. These activities may be directed towards gpecific business
purposes, e.g., prospecting for minerals, developing new comodities or ilmproving
the technology of particular kinds of producticn, or towards more general ends,
e.g., extending scientific knowledge. As these expenditures may not yield
conerete benefits and, in any case, are not embodied in tangitvle assets, the
convention hag bheen adopted that these ocutlays are a form of intermediate con-
sumption., A similar approach is taken in respect of expenditure on advertising
and market resesrch and on public relaticons and other activities designed to

improve the good will of business units.
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c. Definition 1n Respect of Services of General Goverrment and Private None-
Profit Organizations Serving Households

49, The intermediate consumption of the services of general govermment and
private non-profit crganizationg consist of cutlays on current account on goods
and services, reduced by net sales (sales less purchases) of similar second-
hand (used) goods and scraps and wastes therefrom. The net sales of these
goods will be classified in a separate category from the outlays on current
account on goods and services. Some countries may find it advantageous to
present in their accounts or supporting tables, this part of intermediate con-
sumption separately from the outlays on current goods and services. This is
allowed for in the separate categories of the commodity classification for
second-hand goods and scraps.

50. The acduigitions of goods and services for intermediate consumption are to
be valued at cost on delivery (i.e., market price) at the organization. As in
the case of industries the market price 1s decomposed in some of the supporting
tables of the system, into price at the establishment of the producer, dis~
tribution and transport margins, and net commodity texes. The intermediate
consumption of the services of general government and private non-profit
institutions 1s recorded at the moment the goods and services are purchased
since except for the circumstances indicated below, inventory accounts are not
established for these sectors. This is one reason for suggesting that the
intermediate consumption of these producers be recorded on a net instead of a
gross basis. In the absence of inventory accounts, the net approach portrays
more realistically the stock of goods and services available for use in the
production of these Two classes of producers.

51. TIn the case of private ncn-profit units, the gress additions to the stock
of goods and services for intermediate consumption congist of non-durable com-
modities acguired from industries and similar second-hand goodg. Acguisitions
of second-hand goods by these organizations exclude any goods gathered for
direct distribution to households. The gross withdrawals consist of non-

durable second-hand goods and scraps and wastes therefrom.



B/CN. 3/ 545
Page 91

52. In the case of general goverrment services, the gross additions to goods
and services Tor intermediate consumption come from direct purchases abroad by
the extra-territorlial organizations of general government located in foreign
countries and purchases of services from private non-profii organizations, in
addition to commedities produced by industries and imported. These goods and
services consist of non-durable goods and services {(in principle, those with an
expected life-time of less than one year) and durable goods primarily for
military purposes. The construction of family dwellings for military personnel
is considered to be an industry activity; and capital ewpenditure for purposes
of civil deflence is classilied ag gross fixed capital formation. If military
hospitals, schools, axrfields or roads are shifted to civilian use, the market
value of these items at that time should, in principle, be credited to gross
Tixed capital Tormation and deblted to intermediate consumption.

5%. Acquisrtions of strategic malerials or emergency stocks of commodities for
purposes of special importance to the nation are excluded from purchases for
intermediate consumption. Instead, these acguisitions should be recorded in the
inventory accounts of general government services. Government sales of large
quantities of surplus stocks should also be entered on the inventory account
though these commedaties may have originally been charged to intermediate con-
sumption. This is recommended in order to aveid distorting the data on the
intermediate consumption of general govermment services for a given peried. It
is desirable, if feasible, to adjust the inventory and intermediste consumption
accounts retroactively, based on the time during which the commodities sold as
surplus were acquired.

d. Problems of Allocation in Respect of the Services of General Govermment and
Private Non-Profit Organizations

5l,  Not infrequently guestions will arise concerning the appropriate allocation
of outlavs on commodities between the intermediate consumption of the services
of general govermment or private non-profit organizations, on the one hand, and
the final congumption of households, on the other; and the intermediate con-

sumption cof various organs of Government.
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55. (a) Supplements to Wages and Salaries: Where supplements in kind to the

wages and salaries of the employees of general govermment and private non-
profit agencies consist of commodities, i.e. goods and services acquired

from industries and imports, (e.g., the provisicn of housing, food or clothing
at reduced charges or free), the value of the supplements in kind will be
recorded as household consumptbion expenditure, and not as the intermediste
consumpiion of these agenciles. However, where the supplement in kind consists
of a service produced by the general govermment or private non-profit agencies
(e.g., services in goverrment or private non-profit hospitals furnished free of
charge to employees),a counterpart eniry on the production accounts of the
agencies Lo the supplement to wages and salaries will be a sale of services to
households.

56. (b) 1In Respect of Intermediate and Final Consumpbion: Problems of the

appropriate allocation of outlays also arise in respect of commodities supplied
by industries or private non-profit organizations and consumed by houscholds,
the acquisition of which is financed, in whole or in part, by general
government agencies. The principie adopted in dealing with these transactions
is that the outlay should be considered the expenditure of the gector which
actually makes (decides on) the purchase. Major considerations in determining
who makes the purchase, are who decides to buy (acguire) the goods and
gervices in each individual case and who decides from which business unit or
private non-profit institution the purchase should be made. This approach
Tollows Trom the proposition that outlays on commodities should reflect
voluntary decisiong; and yields the mest useful data for demand analysis. I
data are required on the total of given commodities available to households
for consumption, the value of these commoditres recorded as the intermediate
consumption of general govermment units, together with other associated costs,
might be isolated and added to the consumphion expenditure of households. 7
57. When, for example, & govermment agency provides free medicine, food or
clething directly to the poorer members of the community, the costs of these
items should be regarded as purchases by general govermment and should be

included in the govermment outlays on intermediate consumpticn. Where these
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commodities are provided directly by govermment agencies at a reduced charge,
whether this charge i1s to be considered a transfer to {(i.e., nominal fee), or
a purchase from, general governmment by households, will depend on the magni-
tude and circumstances of the charge. The distinction between transfers and
purchases in these iInstances is discussed an the next section of this chapter
on final consumption. Where government agencies subsidize the purchases of
individuals of medical and hospital services from industries, or private non-
profit ingtitutions, in whole or in pari, the subsidies are to be recorded ag
current transfers from general goverrment to households; and the purchases are 1o
be credited to household consumption expenditure. The subsidies may consist
o’ payments made directly to the individual or to the doctors and hospitals
Turnishing the services.

58, (e) In Respect of Government Organs. Questionsg in respect of allocating

cutlays on commodities for intermediate consumption as between resident and
Toreign govermments and the central and local govermments will arise in the
cagse of transTers of guch items as relief food, clothing or other civilian
gupplies or military equipment. The convention adopted is that these transfers
in kind are excluded from the intermediate consumption of the govermment organ
making the grant, and included in the intermediate consumption of the govern-
ment organ recelving it. The grant is financed by a current transter beiween
the twe crgans of goverrment. In the cage of guch transactions bebween a resi-
dent and foreign government, the goods and services involved are included in
the exports of the donor country and the imports of the recipient country.

The game type of treatment should be adopted in the case of transfers of non-
durable goods and services from general government services to private non-
profit institutions.

59. (f) Contributions to Joint Military Arrangements: The net contribution

of a government to the common construction works and eguipment under a Joint
military agreement, should be vecorded in the intermediate congsumption of the
govermment in gquestion. I the net contribution of a govermment exceeds the
value of the works and equipment produced in her domestic territory, the
difference would be included in the direct zmports of the country of the given
govermment. If it falls short of the value, the difference would be recorded

in the exports of the country in question.
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E. Final Consumpbtion

£0. Tinal consumption expencitures on goods and services are made by households,
private non-profit institutions serving them, and general government agencies.
Households make outlays for consumption on commedities acguired from industries,
goods and services purchased from general government services and private
ron-profit inetitutions, and goods and services purchased directly abroad. As
was indicated earlier in this chapter, the consumption expendifure of general
sovernment agenciesg and private non-profit organizations is eguivalent o

the wvalue of their gross output, reduced by sales of current goods and
services. The purchases of households are likely to account for the

largest portion of these sales.

a. General Definition of Household Consumption Experditure

61. The consumption expenditure of households encompasses outlays on durable,
as well as non=-durable, commodities and other current goods and services. In
aggregative form, it ilsg reduced by net =ales {sales less purchases} of second-
hand reproducible goods and scraps and wastes therefrom and of non-reproducible
art obaects acquired by houwseholds when these items were Tirst created by
resident artists. In the case of other non-reproducibie goods (e.g.,

other art objects, antiques, land), only the dealers' margins and transfer
costs involved in purchases by households, are included 1n coasumption
axpenditure. The remainder of the purchase or the gale of these items is
recorded on the capital finance account of househclds.

62, It should be recalled that the purchases and sales of reproducible
gsecond-hand goods and the sales of scraps and wastes are o be classified to
individual categeries in the commodity clags:fication. This furnishes the
basis for drawing distinctions between These fransactions ard purchases of
current goods and gervices in presenting data on household consumption expendi-
ture if countries so wish.

63. Cutlays on household consumption expenditure are recorded at the time the
purchase 18 made, irrespective of the time of delivery of the goods. These

cutlaye should, in general, be valued at the purchaze price of the goods and
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serviceg, including all additional expenses in connexion with acguisition
other than interest charges for delayed payment, ec.g., delivery and ingtalla-

tion charges.

b. Direct Imports and Exports of Hpouseholds

64, The consumpticn expenditure of resident households include their direct
imports. These imports congist of expenditure abroad made by residents of
the given country, e.g., Tourists and diplomatic and military personnel
stationed abroad. Wkere commercial and obther travellers on business abracd
make oubtlays cn lodging, food and the like for which they are reimbursed,
thege sxpendituresg are not included in the direct imports or consumptlion
expenditure of households. Instead the expenditures are part ol ancther
category of dmports of goods and services of the counfry in guestion; and

gre included in the intermediate consumption of their employer.

65. Oublays made by non-resident individusls (e.;g., tourists, commercial
travellers, forelgn diplomatic and military personnel) while on Tthe domestic
territory of a country, are aincluded in the data of the given country on

the consumption expenditure of househelds in the domestic market. 1In
arriving at the consumpbion expenditure of regident households, the outlays
of non-resident households are deducted and credited to the exports of goods
and services of the © untry.

. Household Consumpticn Expenditure in Selected Situstions

6. The gross output of industries for use in the household of the ocwner (e.g.,
agricultural products, gross rent on owner-occupled dwellings) and supplements
in kind to the wages and salaries of employees are covered in the cutlays of
households on consumption.On the other hand, cutlays by emplioyees which are
treated as the intermediate consumption of business units, and therefore
reductions in wages and salaries, should not be recorded 1n the consumption
expenditure of households.

£7. GQuestions of apportionment bebween the consumption expendibures of house-

holds and the intermediate and capital expenditures of industries will occur
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in the casge of goods utilized by professional practitioners and other
independent proprietors for business and household purposes, €.8.s

automobiles. In principle, the costs of acquiring and operating such auto-
mobile should be divided between households and industries based on the relative
extent To which the automobile is utilized for busineseg and household purposes.
Similar problems will arise in respect of rents, fuel, lighting, etc. of
gquarters ubilized for both business and living purposes. Again, it is
desirable to sub~-dirvide the outlays between the intermediate consumption of
industries and the final consumption of hougehcolds in terms of the relative
extent to which these facilities are put to business and household use.

d. Household Purchases of Coods and Services from General Government and Private
Non-Profit Organizations

68. As households make a number of different kinds of payments to general
government agencies, it is necesgeary o define as clearly as possible which

of these payments are o be classified as purchases of goods and services

from general government. The general criteria for identifying purchases of
goods and services is that there should bte a clear and direct link between the
payment and the acguisition of the goods and serviceg (e.g., the amount of

the payment is proporticnal to tThe gquantity and quality of the goods and
services received) and the decision to make the payment {purchase) is voluntary:
l.e., 1s in no circumstances required by the public authority. Examples of
purchases of goods and services from general government agencies by households
are charges for entering museums and public recreational facilities, for
publicationg, for pest cards and art reproductions from museums, or for gocds
produced in vocational scheols as an inecildental part of education. Supplements
in wages anrd salaries in kind in the form of the services of general govern-
ment (e.g., care in a public hospifal) are also included in household purchases

of goods and services Trom general government.
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69. Payments by houssholds to general government which refer to services, the
pramary purpose of which 1s to serve as an instrument of government policy and
which ars compulsory but unavoidable in the only circumstances in which they are
useful, should be considered as current transfers. Ixamples of such payments are
fess paid for passports, dravaing tests, licenses and other court services. Nominail
fees 1n connexion with public schools or hospatals should also be recorded as
current transfers. Such fees are relatively insignificant charges which are in no
way related to the value (1.e., cost of production) of the services receaved.
Household payments tc Government for charges which are mainly designed %o raise
revenus and which do not involve the provision of an adentifaable service to the
vayer {e.g., motor vehicle duties, social security taxes and income taxes) are
classed as indirect or direct taxes. (See Chapter V for further discussion of
these payments, )

T0. The general principles for i1denitifying households payments to general
governmentd agenéies for purchases of gocds and services, also hold in respect

of the transsctions of households with praivate non-profit organizations. For
gxample, unless they are purely nominal in character, tuition fees paid by

students to educaticnal institutions and charges to patients by hospitals, should
he coneidered to be payments for the purchase of goods and services. Membership
dues to ftrade umionz,political associations, sporting or social clubs, and gifts

to churches and welfare organizations, should be considered as transfers.

Tl. General government’agen01es may alse make payments to praivate non-profit
organizaticns for goods and ssrvices for the benefits of indaviduals or in connexion
with the purposes of the agencies themselves. The first example raismes the question
of the allocation of the cutlays between household and general government
consumption expenditure. This question should be resolved in the light of

the criteria for determining who makes the purchase. The second situation involves
drawing & dastincticn between purchases of services and transfer payments.

This distanciion will depend on the basis and circumstances
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of the payment. For example, if the paymant is made an connexion with a conbract
between the government agency and the private non-profit agency which specifies
the work to be accomplished, the reports to be delivered, ele. in some

detall, the payment will represent the purchase of a service.

€. Sales to Industries

72. The general criteria for distinguishing payments by buginess units to
general government agencies which are for purchases for goods and services

from other payments, are similar to the principles in the case of households.
Examples of purchases of goods and services by business units are paymernts

for timber from forest preserves or seed from agricultural experimental

and research gtations. Examples of payments which are compulsory and unavoidable
in the only circumstances in which they are useful, are fees for business
licenseg or court gervices. Ewamples of payments of charges and levies

which are mainly designed te ralse revenue and wnich do not anvelve the
proevisgion of an identifiable service are real estate Taxes, motor wvehicle
duties or income taxes. The latter two classes of payments are congidered
transfers in the form of taxes.

5. Ia the case of payments by business unite to private non~profit
organizationsg serving hougeholds, the criteria for distinguishing between
purchases of| goods and serxvices and transfers should be the same as in the case
of general government payments to these institutions.

f. The Classification of Households' Goods and Services

Th. The scheme to be utilized in classifying the consumption expenditure

of households is set out in Table 1 below. The basic criteria cmplioyed is
delineating the categories of the classification are (i) the object of, or
purpose to be served by, the expenditure on households’ goods and services,
(ii) the distinetion between services and non-durable, semi-Gursble and durable

goods and (iii) the alignment between the classification and the purpose
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TABLE 1. Classifacaticn of Householdso® CGeods and Services

(The symbols D, SD, ND and 3 stand for items classified as durable, semi-

durable, or non-durable gnonds and services, ‘respectivelyju_ .

1. Food, heverages and tobacco {ND)
1.1 Focd

1.1.1. Bread and cereals
Rice, glazed or pclished, but not otherwise worxed (1ncluding
broken rice); maize, meal and flour of wheat, barley and other
cereals; cereal preparations; malt (1nclud1ng malt flour) and
malt exbtract; macaroni, spaghettl, nocdles, vermicelli and similar
products; Dbread, biscuits, cake and other hakery products;
preparations of flour, starch or malt extract, used ag infant
food or for dietic or culinary purposes; seallng waflers,
compunion wafers and similar products. Includes tarts and ples
ofher than meat and fish tarts and pies; macaroni and spaghetti
cooked, ready for constmption; farinaceous products stuffed with
substances other than meat; 1rice, cooked, ready for consumption.
l.l.2. Meat
Fresh, chilled and frozen meat of bovine animals, sheep and
goats, swine, poultry, horses, game, and edible offal; bacon,
ham and other dried, salted or smoked meat and edible offals;
reat extracts and meait Juices, sausages, meal preparations;
and canned meat. Includes meat piles; frog meat; meat of
marine garmmals such ag seals, walruses and whales; meat soups
in liquid, sclid or powder form, whether or not containing
vegetables, spaghetti;, rice, ete.; paste products filled with

neat such as canelloni, ravioll and tortellini,
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L.1.3, Fish

Fresh, frozen, canned and preserved fish and other sea food

and fish preparations. Included are tinned fish soup; snails,
fish pie.

1.1.4, Milk, cheese and eggs

Fresh, evaporated, condensed snd dried milk and cream (including
tuttermilk, skimmed nilk, whey and yoghourt); cheese and curd;
eggs, including treated eggs.

1.1.5, 0QOils and fats

Butter; mergarine, lard and other prepared edible fats; edible
oils, mayocnnailse.

l.l.6. Fruits and vegetables other than potatoes and similar tubers
Fruits and other vegetables, fresh, dried, frowen or pressrved,
Juices and nuts. Includes frult~peel, nuts and parts cof planis
preserved. by sugar (drained, glacé or erystallized); edible
geeds; peanut butter; garlic; herbs, culinary; mushrooms;
rhubarp; potato starch; sago, tapioca and other starches:
tomatoes; truffles; vegetable soups, without meat or meat
extracts or only traces; dried beans, lentils and other pulses,
l.1l.7. Potatoes, manioec and other tubers

Potatoes, manioc, arrowrcot, cassava, sweet potatoes and other
starchy roots; including binned and other products, like meal,
flour, flakes, chips, except starches.

1.1.8. PBugar

Refined sugar and other products of refining beet and cane sugar
(not including syrups).

1,1.9. Coffee, tea, coccoa

Coffes, %ea, cocea and thelr substitutes.
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L.1.10, Other [oocdg, 1acluding orescrves ond condectlonory
orrup;  Jem:  asriialaces;  honey; chocolote ang suscr
conieclionery; table Jeliics; salt; splees; prepored
vakang powdors:  stuces: waived conciuents and wixed
sezsonlngs;  1ce creanly;  vinelai; yeash,
1.2 Deverages
L1.2.1. lon-alcohclic beverares
sdneral caters anc obher solt dranks.
L.2.2. . lcoholaic bever. es
opirits, snane:  beer and cicder, including beer end cider Tath
lovr aleohol conbent.
1.3 Tobaceo
Cipgars ana cheroots; clgarettes; sroking cnd cnewing tobocco:
snuff.
Clotiing, footwesar snc zccesnories (D)
2.1 Clotuing ocher than foott ccr, including repairs.
Z.l.kt. Clothing other then Jootiear
L1l nede-up clotudnr, and clothiuny, - 2terials Including
haberdeshery, wlliners and cusbow tallerins, nd dressmaling.
Includes aprons, suoclks and Wibs; welts; sloves and mittens
ot.er then ruller; handliercoiels ercent poper henckerchiels;
mufTs, slceve rolectors;  shorts clothing ineluding bething
sults ond crosh helecets; susoenders, accessories {or naking
clothin~ such es tuckles, buttons, (csteneis, Dotterns,
glppers, ste; hirc oi clothing.
2:1.2. Repairs to clothang othies than Tootiear
2.2 Footirear, includling ropdirs
2.2.1, Foobirear
211 footvice r ancludin - rubbers; szeziters; spels, legginss
putbees: sports footwear other than boots and shoes 1ath lce
or roller slkates ttoched,

2.2,2 Ropelrs to footwear
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2.3

sCCesgorices «<nd siwiler ne sonrl elfizcts, including ropairs
2.3,1, nccessorics eng slunlor personsl olfscts

Uibr 1les; oliman s sticlis ena cones;  travel soods; handbags
anc sualler erticies; nrccious cteones, Joiellery; vabches;
rings.

2,3.2, Remalrs to accegsorics and siuailar nersonal effects

3. Gross rent, fusl and lipht

3.1 Gross rents and vater cherges

3.1.1. Gross rents (38)

411 sross rent (actual house and ground rents payeble, ianubed
~ross rents on ovner—occupled Liouses and 1nputed ground rents)
including local rotes. nent 1nll in sconersl e spoce rant
covering necting and pluwabing Feeiliaties, lighting fistures,
faxed stoves, 17sin brsins enc other siailar ecuipment 1hilch 1s
customarils dinstelled 1n the aouse before selling or letting,
Rents para for rooss in bocwrding houses, but not in hotels,
are 1ncluded. -ents of seconciry diellings such as summer
cobtooes, mountein cheleis, ebte. end pajnaents for gerbage anc
sw oge disposel ere also 1included,

2.1.2, leter charges (iD)

Feles xpencitures of tenants cnd cuncr-occupiers on ndoor
_repair and upkeep (sD)

<9

Indoér painting, wallpaper, decorating, etc.

Fuel and power (D)

3.2:1, vlectricity

3ed.2. [(as

Natural ond .enufccturced gos, 1aclucing laquelfied petroleun
aases {butane, propane, ¢%c,)

3.2,3. Other fuels

Coal; coke; bricuettes; [arstood; charceal; peat; heating

and lighting oils; purcheased lheat.
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Lo Turniture, furnisinngs, lLouse-old equirmert end household operation
Lo1 lTurrmiture, fiztures, corpets, otlor [loor coverings and repalrs (D)
4,1. . Turmture, fixtures, cerpets, other [loor coverings
Tecs: beddang; chairs:; tebles: scolcs; storere unmits;
cerncbs;  crabs:; Lhig e chairs: 1nlay nens; nhallboyss door
and divicang screens:; venetian blinds; other furnaiture and

fixtures,

L.l.2. Tlepeirs to Ifurniture, fi-turcs, corpets, other floor
coverings
h.2 lousebeold textiles, ocher furnisiong, and repairs (bD)
4.,2.1. House:nold textiles end other [Murnisibing
Curteans, sheets, toLle-clotbhs ocnd nenliins, tepestries, nnttress
onG otier coveran s, of o11 motormaelssy Turnisbin,s like

-
ash-treys, cenulesticlis, uirrors, veses; peintings, dravings,
en;revangs, prints, ete,; sculptures, carvings, [l urines and
guiller ornanentol articles; aimangs; counterponcs; deor mabs;

Plags;  perden uwabrellas; _orment end shoe wags, leunvry hsmpers
and bossy  Coscuibo nets;  steamer ond byevelling rucs,  torels;
{ireplace eguirment; [lo er and slent bozes =nd pobts; shoee
reclis;  Gasbepapsr bskels,

L.2.,2. Repcirs to hovselold texbiles end other [urnishing

4.3 Hestinc one coolting, aonlisnces, reirTircratbore, vashing mechines
andé stwiler me Jor household appliances, including faitinps end
repairs. (D)

Lho3.1. tlesting and cooking sppliances, Telriser-stors, washing
machines and similar nejor houschold apnliances,
including fatoings

Covers w.ajor ecuipment 1ilte clethes-driing, caishvashing, voshing,

rorang, sewing or knitting mechines; electric {loor scrubbing,

T oo T
[0 RO RN

and polishing meclines; vacuun cleeners: veator solftening
wacinoes;  refr crecers, focd Ircezers; dce Loxes; rodn a1y

conditioning units; coolang opplzances other tien spirit stoves
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and plste-termers, reflector ovens; camping stoves and similar
appliances; toasters; fans; electric coffee-makers, heabing
appliances; garcen tractors, porer-driven lawn LICVErs; non=-
portable sales; vater punps.

Lo3.2. llepalrs to healing and cooking, arpliances, refrigerators,
washing maclhines and similar major household appliances

Glassiware, tablevare and household utensils including repairs (SD)
Lol,l, Glassiare, talleware and household utensgils

FPottery; glassizre; cutlery; silverware; hand kitchen and
garden tools (not power-driven); all types of kitchen utensils;
pertable tollet and sanitars utensils for indoor use; electric
bulbs, plugs, wire, cable and switches; heating-pads, sauce-pans,
non~electrac coffee-makers; +thermos bottles and flasks; watering
cans, wheelbarrows, garden hose end sprinkling devices, laym~
movrers (not pover-driven) and other gercen appliances; portable
money boxes and stron, boxes; household scales; ladders,
locksmith'!s weres,

Laoh.2. Repairs of glessvare, tcoblevare and houseliold utensils
Eouseiiold operaticn

Le5.1, Hon—durable household goods (ND)

Household goods of limited durability such as watches:; household
soap, scourers, polisies, cleaning materials; houschold paper
products; candles; lamp wicks; clothes lLangers; shoe. polishj
clothes pins; mops, brooms and brushes: rope, string and tuine;
dyes for dyeing clothins and household textile furmishing; nails,
nuts andé bolts, screvs, tecks, vashers, hooks, knobs sic.;

needles and pins; insecticides, fungicides and disinfectants;
aluminium foil, elc.

he5,2, Domestic services (5)

Remunerction in cesh and in kind of domestic servants, cleaners,
ebe.  Includes payments in cesh and 1n kind to baby sitters,

chauffeurs, gardeners, governesses, tutors, etc.
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L.5.3, llousenold scrvices (8)

7 rming, dyeing and laundering; hire of furniture, furnishangs
end hovsenold ecui::enb, including saments by sub-tenents for
the use of [urmturs, etc., net premiuns for insurence of
houscrold oroserty oZainst firs, thslft and othor accidents
peyments for scrvices such s chimmey cleaning, wincow cleaning,
sneir ramovel , extermancting, cisinfecting and fumigating, etc.

liedacal care anc hsalth expenses

5.1 wedical and ~hariaceutice]l oroducts end therspeutic equapment (MD)

fledicines, vitomains anc vitemia preparctions, cod and helibut liver

c1l, clinical thermomeiers, hot water bottles and 1ce bags, mazssags

equipment .

5.2 Services of rhysicians, nurses and relcted practitioners (5)

Fees paid to physicians, mnurses, etc. who are not eaployed by

hospitals; payments to medical anc dentsl laboratories for tests,

analyses, etc,; hirce of btherapeutic eculpment.

5.3 Hosnital care anc the llkel/ (3)

Fees to hosvibals (1neluding fees for scrvices provaded by physicians,

nurses ebc., employed by these hospitals),

5.4 Service charges on accident ond healtll insurance {s)

Transport snd comuunicction

6.1 Persona. transport equimment (D)

wotor cars, breilers, wotor cycles and bicyeles, including anveiid

carricges, notorized or not,

6.2 Oper tion of personal transport eculment

b.2.1. Prarts and accessorics; tyres, tubes; gesoline, oils
and greases (M)

6,2.2. lepair clarges (ND)

6.2.3, Other expenditure (5)

Payments for parking and ceraging; bridge, tumnel, lerry and
rozd tolls: driving lessons; motor venicle duties; hire of

personal transport ecuipment; net payments for insurance of
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personal trensmort ecuipment, Includes mayments for transporting

perscensl tronsnortobiron ecuipment on ships, troins ang alrcraft,
6.3 Purchased transnort (3)

-

Feres on roaluays, Trius, buses, cabs, slids anc airlines, bopgalce
tronslers: storc.e end ercess char’es, bips to porters, otc.; moving
enc storere of nouselwld joods; postal, telephone end telegraph

services, incluczn . 11 expenciture on newr Jostere stanns,

igcrestion, entertainment anc culturel gervices

7.1 _quimment and asccessoiils, including repsirvs
7alele Virelcss ana telovision sets, plenos and gramophones (D)
ireless anc television sets; wDisnos; granopiones; tape
recorders; rad-o tronsmitting eno recelving sets [or amateur
radic st=iions, clock-radios; orgens.

Tela2s Ilepairs to rireless and television sets, pisnos and
sramophones (D)

g
7.1.3, Puotograpliic equipment, boats enc other wajor durables (D)
..eroplanes; Loabs; cameras; projection couipment, binoculers:
microscopes; telesceres; outboard motors; photographic
equipnent other than cailerses anc projection ecuivment
trpevraters; power-driven ecuirment [or 1ood-vorking, metal-—
working ebc,; horses; swimning pocls which are not permanent
fizturcs:; repeirs to such items.

7olalks Other recrcotaional goods (SD)

.usdeal instruments not included in 7.1.1; coods purchosed in
commexion with hobbles which are not included in 7.1.3; records;
Tlovers; ald sporbs eculpment end supplies eicepl soorts

clothning end snorts [foobircar; camping equiyment:; films and other
paotogreninic supplies; used posbore stamps for paxlatelic
purposes; children's outdoor play ecuirnment: pets other than
Lorses; feedang stuffls for pets; esercising equipment: slide
rules, crawing sebs and suliley instruments; parts and

accessories for and repairs of these recreational goods.
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7.2 _nbtertainment, recrealional cnd cultural services, excluding
hobels, restaurants and cafés (3)
xpenditure on theatres, cinanes, sports and cothier pleces of ubklic
cuusedent ;  expenditure on private entortaininent such as poyments
for hiring wusiclans, uwagrclans, clowns, etc, [for privete parties;
bridge, social d2neing and soorts lessons; expenditure on gambling;
photogranhic pertraits and other services provided by rnhotographers
such as [11m developing and processing of orants; laore of wireless
and television sets, aercoplanes, boats, horses and other recreational
roods;  vebterinary and other scrvices lor mets; payments for tne
use of teleferics, ski-lifts and similar conveyances: payments Lo
countain, ski, tourilst and obher zuicfes; aeroplane, boat, radio,
televigion, hunting, fishing, doz and sun licenses; admissicon {ees
to museuns, art galleries, Dastorlcel monuments end botanical and
zoolosical zarcens.
7.3 Books, neispapers and mecazines (ND)
Dooks, newsgapers and othor pranted mstter, strticnery; rulers:
erasersy ink; staplers; pens; pencils; pencll sharpeners:; paper
punches; paper clips: carbon aand stencil paper; typerwritor ribbons
and hand stamps and seals.
“guestion (5)
I'ees to schools, un.versities, ete. cxcept Lhe nortoon represcenting
payuents for {ocod, beverages and shelter.
Uther goods anc services
9.1 Tersonal care and elfects and otler goods n.e.c.
9,1.1, OServices of barber and beauty shops, ete. (3)
services of borber and beauty shops, beths cnd message parlours,
9,1.2, CGoods for personel care ana othor goods n.e.c. {sD)
Tovlet orticles and nrcoperations including shaving equapment,
clectric halr driers: heir clippers, electric or not:; permanent
irave sets for home use; tooth brushes; toilet brushes; baby
carria

es; pipes; lighters; (obacco pouches; pocket knives;

i
[

sun olasses; clocks; repeirs Lo sucu 1bems.

a
(=)
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9.2 Lxmenditure in restaurants, cafés and hotelsl/ (s)

Included are the value of food, drinks and tobacco consumed; tiy.
for services rendered by the personnel of restaurants, cafés and
notels; fees for use of camping sites and fecilities.

9.3 Financial services, n.e,c. (5)

Cperating expenses ol lile insurance companies; charges for
insurance a-alnst civil responsibility for anjuries to other persons
or other persons'! property not srasing from the operation of persconal
transport ecuipment; ciarges Jor biggage 1nsurance; actual and
mmputed benl: cuorges, brolerage charges and investment councelling;
woney order [ees and other financiel services provided by the post
office; fees Lo taz consultants; administrative cherges of privete
pension schemes, household finance companies and other fanancial
instituticns rendering services to households,

9. Other services, n.e.c. {5)

Legal services; employnent azencies; professional associstions;
dealers' morgins on vurchases Trom paimbrokers:; undertaking and
other luneral services:; payaeents for duplicating, blue-printing,
photosteting, cddressing, nelling and stenographic services; payments
for coples of blrth, death and morriase certificetes; peyments for

newspaper notices and advertisements; fees to house agents, ctce.

1/ In addation, it a1s cesirable to have separately Lhe expenditure
on [ood, beverages and tobacco in rostavrents, calés and hotels
an and in educaticnal and medical institutions,
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clagsificationg for general government and private non-profit institutions.
The zlignment of the three clasgifications will fecilitate combining data which
are arrayed according to these classificabicns, on the total consumption of

the population.
. Gross Capital Formation

T5. Qross capital formation (addtions to the stock of Tixed assetbs and
increases in inventories) covers the expenditure of producers on the domestic
supply of commodities other than for intermediate consumption. It should

be noted that gross capital formaticn alsc includes the direct imports of
Tixed assets by general government agencles.

76. The fundamental distinction between intermediate consumption and capital
formation is whether the commodity 1s considered toc be uwsed up in the

period of account or te yleld benefits in the future. However, non-reproducible
tangicle assets (e,g.B land, mineral depecsits, art objects unless newly
created) and the natural growth of standing timber cor crops, are not included
in capital formation, just as these assets are excluded from the supply of
conmodities. Gross capital formation therefore falls short of measuring

grogs additiong-.to real wealth during a perlod of account. Also, as was
indicated earlier in this chapter, outlays from which benefits may accrue

in the future but which are not embodied in tangible assets, e.g., expenditure
on research and development, advertising, education, are considered to be
intermediate consumption during the period of account.

(e It ig convenient to deal with the definition, wvaluation and classification
of increases in inventories and of gross additions to the stock of fixed
assebs separately, though certain problems of distinguishing bvetween these

two flows do arise.

. woeope and Recording of Inventories

8. (a) General Principles: Inventories consist almost entirely of the materials

and suppliss, work-in-progress, and finished products and merchandise which

have not yet been sold and which are held by resident business units.
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Standing timber and crops asre excluded from inventories, but stocks of logs
and harvested crops are included. General government services may also
engage in some transactions in dinventories. These transactions involve the
stocks of strategic materials, the emergency stocks of important commodities
and sales of large lots of surplus goods discusged earlier.

79. In principle, inventories held by producers consist of goods to which
they have legal title (i»e. have purchased)j irregpective of whether they are
in physical possession of the goods. 1In practice, however, in particular

in the case of imports of commodities, it may be necessary to deviate from
this principle of the time of recording addations to inventories.

ao. (b) Boundary Problems: Problems of the boundary line between increases

in inventories and fixed capital formation occur in the cage of heavy machinery,
structures and other forms of construction which are produced on order

and take a conziderable time to complete. It is recommended that uncompleted
capital assebs of this Lype be included in inventories. Where the purchaser
mazkes progress payments during the course of the construction of these items,
the progress payments would be reccrded as his financial clailm cn {a trade
advance to) the producer of the good.

81. Guestions of digtinguishing beftween inventories and fixed assets also

arige 1n regpect of livestock. DBreeding stocks, draught animals and dairy
cattle are classified in fixed assets. Other livestock {i.e., livestock

raised for meat and other products) are considered to be part of inventories.

. Measurement of Changs in Inventories

2. In principle, gross additions to inventories should be valued at

purchase price, or at curvent cost, including operating surplus, if the additicns
have been processed internally. Inventories withdrawn on sale should be valued,
at current market pricesg and inventories withdrawn for internal precessing
gshould be valued at current cost prices, including operating surplus. This
method of inventory accounting ensures thalt whenever part of the inventory

is either scld or withdrawn and used up in producticon, a charge will be
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in the production gccount that is gulficient to provide for its replacement
at current prices. In this way the provision for replacing inventories is
identical in concept to that made for the replacement of fixed assets throusgh
the valuation of the consumption of Taxed capital at current prices.

8%. The principles of inventory valuatlon used by business vary; and arc
cften different from thosge regquired for the national accounts. As recorded
by a business unit, the change in the value of stocks of a glven commodity
may reflect the influeace of two factors: Change in value per unit of a
commodity; and: change in the guantity of the commodity. Oanly the latter

is to pe taken to affect capitail formatica and that part of the change in
value due to change in price, 18 treated zs capltal gain or loss in the naltional
accounts. It would be wvaluable to have scparate data on the amount of these
capital gains or losses.

84, The value of the physical change in stocks which enters the national
accounts repregents the differcunces between gross addrbions tc stocks 1a

the course of the period wvalued at purchase prices, or cost, including
operating surplus, if internal processiang is involved, at the time the additions
are made; and gross withdrawals valued at market prices on sale, or cost,
including operating surplus, 1f for anbernal orocesgsing, current at the time
the withdrawals are made. The gross withdrawals should include the normal
Jogses and damage cxperienced in respect of stocks of commodaties. In
practice, it may not always be possible to adhere stricily to this procedure;
and instead, the difference between stocks at the bepinning and the end of
the period, both valued at the average prices ruling over the period may

have to be used as an approximation.
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¢, Classification of Inventories

85. Changes in inventories are clagsified in the standard tables of the
system according to the kind of economic activity of the holder or according

to type. The latter clasgification is given in Table 2 below.

d. Principles of Defining Gross Fixed Capital Tormation

86. {a) Scopet Gross capital formation comprises the gross additions %o

the stocks of reproducible fixed assets of industries, general government
gervices and private non-profit organizations, net of gales or similar
withdrawals from thege stecks, but gross of the consumption of these assets

in production.

87. Gross additicns to the stocks of reproducible fixed agsets consist

of (i) purchases and own-account production of new fixed assets, (ii)
acquisitions of similar second-hand (used) fixed asgsets, and (111) the transfer
costs (e.g., legal fees, brokers' commissions) on purchases of such non-reprodu~
cible asgets ag land, mineral deposits, forests, art cbjects which are not
newly created domestically, antigues and the like. The main part of the

costs of purchasing these non-reproducible fangible assets is recorded in
another flow of the capital finance account of this system. It should be

noted however that the full value of purchasges of the newly created art of
resident artists 1s included in fixed capibtal expenditure. Gross withdrawals
from the stock of reproducible fixed assels consist of sales or other transfers
of used reproducible [fixed asgets or of scraps therefrom.

88. The new fixed assets mzy be acquired from the supply of domestically
produced or imported durable goods. The domestically produced new durable
gocds and the imported new or second-hand durable goods, except the direct
imports of general government agencies, are part of the domestic supply of

commodities. FExcept for the involved transfer costs (e.g., dealers' margans,

trangport and i1nstallation oharges), the second-hand and scrapped fixed assels sold
by producers are not part of the domestic supply of commodities.

89. The reproducible durable goods of interest here are those employed by
industries, private non-profit organizations, and general government services

in civilian production. Outlays on these goods made by general government

agencies for military purposes primerily, are dincluded in intermediate
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Table 2., (ClassiTication of Increases in Inventories

1. Materials and supnlies

All materials acguired for further processing, including product come-
ponents held in the form in which they are purchased; ccal, oll and
other Tuels purchased Tor consumption by industries; and non-durable
eontainers, greases and other factory and office supplies of these
establishments.

2. Work-in-progress

Commodlities which have been partially processed, Tabricated or completed by
establishments or similar units of the indusiries sector but which are not
usually scld, shipped or turned over to other establishments without
further procesging. Included 18 work-ln-progress on buildings and other
congtruction »rojects and other capital goods which talke a relatively long
period of tume to complete,

5. TFinishcdd goods

Goods ready for sale or shipment; all coimodifies held by whelesale and .
retall trade; and stocks of strategic materials and emergency stocks of
wmmportant commodities held by general government.

L. Investock except breeding stock, dairy cattle, etc.

Livestock raised for sglaughter.
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consumption. In principle, durable commodities comprise reprcducible goods
which have an expecbed life of use of one year or more {(e.g., machinery,
transport, other equipment, dwellings, industrial and commercial structures

and other construction works), and expenditures on improvements and alterations
in tangible capitel assets which significamtly extend the expected life-time

of use or productivity of these assets. Ag has already been indacated,
outlays cn the transfer cogts invelved 1in transactions in such tangible assets
ag land, mineral deposits, forests, antigues, art objects, are also included.

S0, As fixed capital formation relates to the expenditure of resident producers,
the outlays on fixed asgets, transportable and non-transportable, made

abroad by embassies, consulates and similar diplomatic establishments of the
government of a country,are part of the gross fixed capital formaticn of

the country in guestion. These expendifures are the direct imports mentioned
ahove. Similarly, the outlays on fixed assels produced on the domestic bterritory
of a country by forelgn embassies, consulates and diplomatic establishments
located there, are recorded in the exports, not the fixed capital formation,

of the given country. The fixed capital expenditure of international agencies
located in the country is treated in the same fashion.

91. (b) Method and Time of Recordings The practice adopted of recording gross

acguisitions and dispositions of fixed assets 1n the capital accounta of
producers, gives the identical value of gross fized capital formation for

a country as defining the aggregate in terms of those gross additions and
withdrawals oniy which effect the stock of reproducible fixed assets

of the country, taken as a whole. This is s0 as counter-balancing credit
and debit entries are recorded in the case of transacticns in second-hand
fixed agsetes between resgident producers. The practice of reccrding all gross
acguigitions and withdrawale in the fixed capital accounts of the variocus
transactors is suggested since it furnishes a more realistic portrayal of
the egituation of each class of transactors and ¢of the transaciions which

actuslly take place in the economy. However, it will be desirable for soms
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purposes to segregate net sales of second-hand and scrapped fixed assets from
acguisitions of new fixed assets. This is provided for in the system by the
inclusion in the classification of commodities of separate categories for
second-hand goods and for gcrap aand wastbes.
92, Transactions on the capital expenditure account should, in principle,
be recorded on a payable-receivable basis. Acguisitions of fixed assets are
to be entered when the purchaser takes legal possession of the fixed asset.
In the case of structurcs and other construction projects or heavy machinery
and equipment made on order, the legal title usually passes to the purchase
when the fixed asset 18 completed.
95, {¢) Valuations Outlays on gross additions to the stock of fixed assets
should, ie princaple, be valued at the cost of purchase on the market,
including delivery to, anhd installation for use by, The purchaser. However,
it may be impracticable to value fixed assets produced on own-account at
these prices, particularly in the case of construction of structures and
other projects and alterations in these and other fixed assets. Not
infrequently, it may therefore be necessary Lo resort to valuing such
own-account producticn at explicit cost, di.e., exclusive of the profit
marein which would te realaizcd by the produccr of the same cermedity for sale.
oL, The value Lo be assigned to acquisitions of fixed assets chould cover
all costs directly related to acquiring the capital assets and ingtalling them
for uge., This value comprises the purchase price of the Tixed asget,
customs and other indirect taxes, transportation, delivery and installaticn
charges, direct preliminary outlays connected with the capital asset such
as site clearance and fees paid to architects and engineers, and all legal costs
and any fees paid to Government. Indirect expenditures for financing
the acguisition of the capital assets, such as flotation costs, i1ncluding
underwriters' fees and commissions and expenses connacted with speclal
advertising campaigns, are excluded. Such expenditures are treated as
inlermediate coasumption in the period of account in which they are incurred

even where they are capitalized by the business which mekes the outlays.
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e, DBoundary Prcblems between Fixed Capital Pormation and Intermediate
Consumyption

95. In addition to questions of the borderline between increages in inventories
and fixed capital formation such as were discusged above, difficulties

may occur in drawing distinctions between intermediate consumption and

fixed capital formation. Though relatively common problems of the type

have already been dealt with in 2n earlier sectlon of this chapter, it

will be useful to consider some of these guestions in greater detall here.

96. (a) Military Facilities: Outlays by general government on the construction

or alteration of dwellings for milatary personnel other than military
barracks, are classified ag fixed capital formation. The distinetl on between
family dwellings and milaitary barracks should be based on the type of
housing provided as these dwellings are included in capital Tormation
becauge the facilities furnished are similar to thoge which would normally
be rented. On the other hand, the congtruction of schools, hogpitals,
airfields or roads for use by the armed forces is classed as intermediate
consumption even 1f these facilities might be put to civilian use. The
transfer of such facilities to civilian purposes at a later date constitutes
an addition to the stocks of capital assets, which should be valued at
current market priceg. The counterpart entry is a reduction, preferably
retroactive, in the intermediate consumption of general government services.
Outlays on the conversion cf these facilities Lo civilian use are also

to be included in fixed capital formation.

97. (b) Capital and Current Repairss It is necessary to dastinguish

hetween outlays which make pood breakages in fixed assets and keep then
in proper working crder, i.e., current repair and masintenance, and cutlays
which lengthen the expected normsal life ol use of fixed assets or increase
the productivity of these goods substantially, 1.e., capitsl expenditures.

The capital expenditures offten congist of significant alierations and
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additions to, or replacements in the parts of fixed assets. Outlays on new
parts which have an expected 1ife of use of one year or more should be classed
as capital expenditure only if the cutlays are substantial and the parts
involved are not short-lived relative te the remaining life of use of the
fixed assets or alfer the character or volume of the services furnished

by the capiial assets. This, for example, the replacement of the tyres of
trucks, dies, bits and cubting parts on presses or lathes, painting and
re-decorating of dwellings, should nct be treated as capitael formation. On
the cother hand, the replacement of engines in trucks or motors in presses

and lathes, or the addition of rcoms to dwellingg, should be classified ag
capital formation. It is likely to be convenient, in practice, to classify
relatively small outlays on tools and office and other equipment as intermediate
expenditures even if these items have an expected lifetime of one year or
more. This is often the pracfice followed in business accounts.

od. {c) Outlays on Development: Significant outlays on the development

and exbtension of farms, plantabtlone, timber tracts, mines and the like,

should be treated as capital formation rather than as intermediate consumption.
These expenditures may be for land clearance and reclamation, preparation

and extension of sites for extracting minerals and petroleum, construction

of ilrrigation works, water holes and wells, preparation and initial stocking
of Fish ponds, clearing and planting new timber tracts, and planting and
tending new orchards, rubber plantation and other new holdings of frulte
bearing or sap-~bearing plants which yaeld products only after a number of
years of cultivation. When these new holdings become productlive, outlays on
replanting, cultivation and other aspects of operating them, should be
clagsified as intermediate consumption. In general, relatively small outlays
for such purposes as fencing, water holeg and wells in the casze of farms and
ranches which are in operation, should be considered intermediate consumpticn.
Expendituregon timber supperts and similar aspects of operating mines and

on ginking test shafts and similar small-scale construction actavities in
prospecting for minerals, are also classed as intermediate consumption.

o7, (a) Buildings: In the construction of dwellings or industrial and
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compercial buildings, all outlays made Lo put these structures in coadition

for use, excluding the value of the land before improvement, should be included
in fixed capitel formation. In the case of dwellings, for example, this
expenditure will cover the cost of external and internal painting, all
permanent fixtures such as fixed stoves, central heating and water supply
installations and all equipment customarily ingtalled before renting. Not
included are furniture, hougehold zmpiements and similar equipment.

100. Capital formation in dwellings, industrial and commercial bulldings
will alse include major alierations snd additicns, e.g., installation of

new central heating and air conditioning systewms, addition of space, major
changes in dividing walls. However, external and internal painting of
existing structurss or repair and rveplacement of worn-out and damaged
gubters, plumbing, boilers, steam pipes, should be classified as intermediate
congsumption. In the case of rented dwelliinges, oubtlays on current repair and
mainten nce should be included in intermediate consumption if paid for by

the owner, bub in household consumption expenditure if paid for by the
tenant. Tn the casge of owner-occupled dwellings, these ovtlays would be included
in the intermediate consumption cf the industry ownership of dwellings, and
in the consumption expenditure of the occupying houschold as part of imputed
grogs rent.

f. Clagsification of Gross Fixed Capital Formaticon

101. Grogs Tixed capital formaticon is clasgified 1n the supporting tables

of the system according to the kind of ecconomic activity of the owner or the
type of fixed agset involved. The classification according to type of fixed
asget is given in Teble % below. The definitions of the categories shown in
the table supplement the definitions of gicss fixed capital formation gilven

above.
. Experts and Imports of Goeds and Services
102, Exports and imports comprige the transactions in gecods and non-factor

services of resident economic agents with the rest of the world. These transactions
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Table 3. Classification of Grosg Fixed Capital Formation by Type

L. Dwellings

Finislicd residential buvildings, excluding the value of the land before wmprovement

if thig can be separately estimated; and major alterations and improvements ol
regidential buildings. Includes the ccst of external and internal painting of new
buildings,and of all permanent fixtures such as Turnaces, fixed stoves, central
heating and water supply nstallationg and all egquipment customarily installed belore
a dwelling is occupled. Hotels, autoccurts and simllar buildings operated on a
purely trangicent basis are considered as non-residential.

2. Non-residential buildings

Finighed buildings and structures other than dwellings; and major alterations and
improvements of non-residential buildings. Tncludes the construction of factories,
warehouges, office buildings, stores, restaurants, holels, [arm buildings such as
stables and barns, and buildings for religious, educational, recreational and
gimilar purpcses and of the Tixbtures and non-moveahle equipment which are an integral
part of thege structures.

3. Other consiructlion except land improvement

Completed new construction and major alterations and renewals of non-military projects
such as the permanent ways of rallrcads, roads, streets, sewers, bridges, viaducts,
subways and tunnels, harbours, piers and other harbour facilitles, car parking
facilities, alrports, waterways, pipe-lines, oll-wells and mine shalfts, water-power
projecte, dams, dykes, agqueducts, drainage and sanitaticn projects, athletic Tields,
electricity transmission lines, gas mains and pipes, telephone and telegraph lines,
etc. Includes the cogt of raising the surface of future bullding sites, levelling
the sites and laying out the necessary streets and sewvers, but excludes groundwork
within the building line, when a start iz made on the actual constructlon, which
should be included 1n dwellings cor non-residential buildings, as the case may be.

4. Land Improvement and plantation and orchard development

b,1 Land improvement

A1l land reclamation and land clearance, rogardless whether 1% represents an
gddition to total Jand availability or not:; lrrigation and flood contrcl

projects ard damg and dykes which are part of these projects; [orest clearance
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and afforestation; and transfer costs i1in connexion with transactionsg i1n land,
mineral deposits and concesggicons, forests, fishing concessions and the like.
.2 Plantation, orchard and vineyard development
Planting and tending until they y2eld preducts of new orchards, rubber
plantations, and other new holdings of frult-bearing and sap-bearing planis.
5. Transport eguipment
Finighed ships, motor vehicles, alrcraflt, railway and tramway rolling stock,
tractors for road haulage, carts and wagons acguired and dispcesed of by the estab-
lighments of enterprises, civilian sector of general govermment and private non-
prolit organizations; and major alterations and improvements of existing transport
equipment of thig tvpe owned by these secltors.
O. Machinery and other eguipment
G.1 Agricultural
Agriculiural machinery and equipment like harvesters, threshers, ploughs,
harrows and other cultivatcrs, and tractors otheriban for road haulage; and
major alterations and improvements in these kinds of equipment.
5.2 Qther
Power-generating machinery: office machinery, eguipment and furmiture; metal
working machinery; mining, construction and other industrial machinery; cranes,
fork-1117% equipment and the like; durable containers; equipment and instruments
used by prolessional men; Turnliiure, furnishing and other durable eguipment
for use by hotels, bhoarding houses and non-profit institutions, etc; and
major renovationsg and alterations in these types of machinery and eguipment.
Ttems of small value such ag hand teools and cffice desk eguipment may be
excluded on practical grounds 1f the customary accounting procedure ilg to
treat them as a current expense.
7. Breeding stock, draught animalsg and dairy cattle

Included are breeding stock, draught animals and dairy cattle.
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should, in principle, be recorded in the accounts at the time alt which the
ownership of (legal title to)} the goods passes, or the services are rendered,
congistent with the principles of recording in fthe casge of the inventory

and other final use accounts of the system. However, as most of the data on
exporte and imports of goods will necessarily be based on external trade statistics,
the time of recording transactions employed in these stataistics will determine

the approach to recording which, in practice, can be adopted in the national
accounts. In most instances, external trade statistics record the physical

movement of goods across the customs and free-zone frontiers of a country.

Where this 15 the basis for recording the exports and imports of mcst goods in

the national accounts, payments received for such exports or payments made

for these imports before the goods cross the customs frontiers should be

recorded as trade advances received from or made to, respectively, the

reat of the world.

103. As external trade statistics do not cover all exports and imports of goods
and services, 1t ig necessary to supplement these data for purpcses of the national
accounts. Table 4 below sets out the catepories of exports and duports to

be utilized in the system and the way in which these categories shcould be

defined and the transactions included are to be valued. The recommendations

given in the table are designed to atitain as much congigtency as 1g possible

with external trade statistics and the Bzlance of Payments Manual of the

International Monetary Fund while providing for data on exports and imports which
are co-ordinated with the other transactions in goods and services recorded

in the system.Arcther ccrsideration in devising the classificaticn of exports
and importe has besn the analytical reguirements for these data within

the framework ol national accounting.

104. The definition of the category "Bxports or Imports of Merchandige" is
essentially identical with the concept of general trade in external trade
statistics. The use of the concept of general trade brings about the

hichesgt degree of consistency between This category and the corresponding
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Takble 4. Classification and Definition of the (ategories of

Exports and Imports of Goods and Services

(The first portion of the code for exports of goods and sepvices is 2.7; the first

portion of the code for imports of goods and services 1s 1.6 )

2.,7.1 and 1.6.1 Fxports and imports of merchandise,

The concept 1s that of general trade in external-trade statistics and the Balance of

Payments Lanual, 1l.2., goods crossing the custons and free-zone boundaries of a

given country, except goods in transit. all items covered 1n external-trade
statistics are included in exports and nuports of merchandise. Covered in addition
are ship stores and bunkering; gold ore, unrefined gold and gold for industrial use;
and exports of newly refined gold ingots and bars for non-industrial uses.

(Newly reflined pold ingots and bars for non-indusbrial uses are considered an ex-
port though not crossing customs boundaries an order to make the shift from a
commodity produced in the course of smelting and refinming, to a financial asset,)
Fxcept for the portion which 1s newly produced, refined non-monetary and non-
industrial gold 1s not inciuded 1n the export and lmwport of goods and services in

this system, bubt 1s covered in these transactions in the Balance of Payments lianual,

Certain 1ltems included in merchandisc trade in the Lanual which are not aclually
aoveuments of goods across customs borders and are therefeore not covered in external-
trade statistics, are classilied under other categories of external transactions in
this system. Goods purchased b7 a Government in a foreign country for shipment

to and use in ancther foreign country, are included under "Direct purchases abroad
of general government® of the given Government; and lncome cn goods bought in a
foreign country by resident enterprises of a given country for sale in another
foreign country, is inciuded in receipts of "Property and entrepreneurial income'
of the country in question. Un the other hand, certsin lvems excluded from
merchandise trade in the Manual which are actually movements ol goods across
customs borders and are therefore covered in external-trade statistics, are
classified under merchandise trade in this system. The full value of all exports
and imports of goods for processing is included here, but where a change of
ownership is not considered to take place, the value of the service rendered 1is

covered under the 1tem, Other services, in the Balance of Pavments Manual.
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Merchandise exports should be valued l.o.b. cusioms Trontier of Lhe exporting
country, including exvort duties; and merchandise imports arc to be valued
celefs cusboms fronticr of the importing country. The value of imports will
therefore exclude 1mport duties bubl include the [reight and lnsurance to
braing the gocds to the cuscoms frontier whicn 1s paid to residents, as well
as non-residents., It will be desirable, where feasible, to coupile
supplenentary date on (i) iwports valued F.o.b. the customs frontier of the
exporting country, (ii) freight and insurance paid to non-residents, and
(iii) frelght and 1nsurance paid to resident industries.

2.7.2 and 1.6.2 Transport and commtnication

i. Freight on incernational shipments
Covers shipments by ocean vessels, aircraft, railways, motor vehicles
and other road carriers, inlend waterway carriers, and oil and gas
pipe lines., Includes Ifreight on goods not included in merchandise
trade, such as gold and houschold goods of diplomats, as well as the
value ol transportation services rendered,

Ixports include paynents to resident carriers by non-resldencs lor
freight on the country'!s exports; for transpert of goods between any
two foreign countriles; and for foreign transit traffic within the
country. If important, freight recelved by domesiic carriers fron
non-residents or residents on the transport of bhe countrytls imports
of merchandise should alsc be included, Imports include freight
pard by residents to foreign carraers on transport of goods between
any two forelgn countries and imports of geoods not included in
merchandise trade,

i1, Passenger fares

Fares for inlernational Lransport ol passengers, including shiphoard
and similar expenses and fees charged for excess baggage and cther

articles accompanying passengers, €.g. aubomoblles,
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iil. Other transportstion and communication
Receipts and expenditures for time charter, harbour end airiield fees and
towage, as well as international settleusents on account of post, telegraph,
telephone, radic and television. The [ollowing 1tems included under the

eguivalent heading in the Balance of Payments wmanual are excluded here:

Ship stores and bunkering {1ncluded under erchandise trade), expenditures
of crews 1n foreign ports (1ncluded under Direct purchases by households),
and repair and maintenance services (included under Olher goods and
services, )
2.7.3 and 1,6,3 Insurance service charges
i. Insvrance of international shimments
Exports 1nclude the share of non-residents in the insurance service charges
of domestic insurance coupanies on Lhe country'!s exports of merchandise, on
shipments of merchandise and gold between foreign cocuntries; and on shipments
to the combry in question of non-merchandise 1tems., In principle, exports
should also include insurance service charges pald to resident coapanies on
a country!s imports of merchandise,
Tmports include the share of residents in the insurance service charges of
forelpgn insurance cowpanies on international shipmenis other than goods 1n-
cluded in merchandise trade,
i1, OGther iasurance
The share of non-residents i1n the service charges of douestic producers and
of residents in the service charges of foreign producers, respectively, cn
insurance, except on international shipments, against fire, theft, damage
and other accidents; on reinsurance of international shipment; and for life
1nsurance and participation in pension funds.
2.7.4 and L.6.4 Direct purchases by households
Ixpenditure in Lhe counbtry by non-residents and expenditure abroad by residents,
such as tourists, students, travelling businessmen, govermment officials, crews,
border and temporary seasonal workers, and diplematic and military personnel
staticned abroad. OCovers expenditure for personal consumption of goods, whether
consumed on the spot or brought into the country of residence, and of services,

including local transportation,
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2.7.5 or 1.6.5 Direct purchases by extra-territorial orgenizations or general
government, respectively
Bxports of this type b a country consistb of purchases, net of sales,of supplies,
equipment and other goods and services by extra-territorial civilian
or ralitary agencies stationed in the given country; and 1.ports of a country
consist of purchases, net of sales, in foreign countries of goods and
services for the extra-territorial agencles and other direct uses abroad by the
Government of the given country. Includes rents paixd for embassy bulldings and
other real estate and undervriters' commlsslons on govermment securities sold
outside the country of issue.
4lso 1ncludes transactions 1n military buildings and other construction located
in foreign countries; and the delicib or excess, respectively of Lhe contributions
of a councry to joint malitery installations and specific commeon delense expendi-
tures over these expenditures on goods and services on the domestlc
territory of the given country. The following items included under canparable

1tems of the Balance of Pavments llanval are excluded here: Personal expenditures

of oiplomatic and military perscninel 1n the foreign country wherc they are
stationed {included in items 2.7.4 and 1.6.4 above); and leases of naval and
other bases (included in Property and enlrepreneurial income) .

2.7.6 and 1,£.6 Cther goods and services

Payments and receipts [lor repalr of goods sent abread and received from sbroad,
respectively, for this purpeose; management fees and reimbursements lor home ofllce
expenses Lo parent coupanies from foreign branches and subsidiaries; underwriters!?
commissions on private securitles sold outside the counlry of 1ssue; fees Lo apgents
opcrating for foreign principals; filmr and other rentals; advertising; membership
dues; rents for office space ebe., paid by non-resident commercial travellers:
direct subscriptions to newspapers and magazines; commissions and handilng charges
on gold; and bransactions 1n goods and services not elsewhere classified,

The following transactions included under comparable i1tems of the palance of

Pavwents nanual are not classified here: Personal expenditure of border and other

non-resident workers (1ncluded in items 2,7.4 and L.0.4 above): setblements on
comnunicabtion accounts (aincluded in 1cems 2.7.2 and 1.6.2); copyright and patent
royalties, and profits or losscs on arbitrage transactions in lorelgn exchango

with non-residents (included in Property and entrepreneurial incone),
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clasgs of the Balance of Payments Manual and the wicdesgt possible coverage

of exports and imports in external trade statistics. Co-ordinating the
category with the scope of general trade in external trade statistics

has resulted in some divergencies from the definition of merchandise

trade in the Menual. For example, goods purchased in a foreign country

by a government for use in ancther foreign country 1s not recorded under
merchandise trade, as in the lanual, but under "Direct purchases abroad of
general govemment." This classification of the transactions is also

consistent with the definition in the system of "Direct purchases abroad of
general government. Or, all exports and imports for processing are included
under "Exports or Imports of Merchandise”™ here, but not always in merchandise
trade 1n the case of the Manual.

105. As in external trade statistics, exports are recorded FOB {i.e., the market
value of goods at the customs frontier of & country, covering all costs of
transport to the fronbler and the costs of loading on to ships or other
international cavriers) and imperts are entered CIF (;L,e.,9 the market

value of the goods at the customs frontier of a country, but excluding the

costs of unloading from ships or other infernational carriers). Tmport

duties levied on the gocds or subsidies granted on the lmported merchandise

are not covered in the filow. Frovision is made for supplementary data

on the freight and insurance payments tc resident and non-resident

producers which are included in the CIF wvaluation of imports. In view of

the basic use of CIF valuation for imports,the categories on exports of transport
and insurance gervices cover purchagses of these services from resident producers
when rendered in regpect of merchandase imports.

106. The classes "Transport and communication" and "Insurance service charges"
are defined in the same way as the corresponding categories of the classifica-
tion of commodities ¢of the system. As a result the scope of the former

category differs in certain respects from that of the corresponding class
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of the Manual. For example, expendifture of ship crews in foreign poris is
classified under transport in the Manual, but under "Direct purchases abroad

by households" in Table 4. This classificatzon of the personal expenditure of

ship crews abroad 18 callied for by the delinitzon in the system of direct purchases
abroad by houssholds.

107. The category "Other goods and services" is designed to accommodate non-factor
serviceswhich should not be classified under any of the other categoraes of the
claggification in Table 4. Included are payments and receipts for the repaar of
goods shipped from one country to another for this purpose. This treatment of
experts and i1mports for repair is consistent with that of the Manual, but not with
the approach tazken in external irade sitatistics. Receipis and payments for the

use of property are included in the comparable category of the Manual, but in

“Property and entrepreneurial income! in thas system.
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CHAPTER V. TRANSACTIONS ON THE INCOME AND OUTTAY AND
CAPITAT, FINANCE ACCOUNTS

1. Thig chapter deals with the definition and clasgsification of the trans-
actions of the system other than in goods and services. The two sets of
transactions are linked through the incomes derived from the production cf
goods and services and the outlays made on final consumption and capital

formation.

A. The Classes of Transactions

2. The value added in domegtic production, net of the consumption of fixed
capital, is distributed to residenty and non-residents in the income and

outlay accounts. Employee compensation may be paid to resident cr non-resgident
individuale, but the operating surplus and the incirect taxes reduced by
subgidies from domestic production, are the incomes of resident institutlons
only. Compensation of enmployees and operating surplius are the two forms of
factor income in the system. Also shown on the income and outlay accounts

are the wages and salaries received by residents whe are employed in other
countries, and the transfers, disbursemenets and receipts, of

entrepreneurial and property income. These transiers take place among the
resident instituticns and between them and the rest of the world. The sum of the
employee compensation and the net incomes from entrepreneurship and property

of residents, gives the national income.

3. The inccme and outlay accounts also portray the redistribution of

incomes among the institubticonal sectors by means of unrequited current transfers.
The net result of the receipts of factor incomes and the transfers of incomes

is the disposable income of residents. Finally, the way in which the winstitu-
tions apportion disposable income between consumption expenditure and saving,

is indicated on the income and outlay accounts.

4b. The capital finance accounts delineate the types of gross lnvestment made

by residents and the manner in which the investment is lfinanced. Key types
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of investment are, of course, gross fixed capital formation and the accumulation
of inventories. The other forms of investment congist of purchases of non-
reproducible tangible and selected intangible assets and acquisitions cf
finzncial ciaims on national and foreign institutions. Saving, carried down
frem the income and cutlay account, and consumption of fixed capital, provided
for in value added, are major ways of financing gross investment. The other
scurces of finance are capital transfers and the incurrence of liabilities

to resident and non-resgident ingtitutions.

5. The classes of transacticons outlined above, except for cutlays on final
congumption and on gross capiftal formation, are digcussed in this chapter.
Bxpenditures on final consumption and gross capital formation have been dealt

with in the preceding chapter.

B. The Components of Valus Added
6. Value added at market prices comprises compensation to employees, operating
surplus, the consumption of fixed capital and the excegs of indirect taxes over
subsidies. Operating surplus is simply the excess of value added {the difference
between gross ouwtput and intermediate consumption, both valued at market
prices) over the sum of the three other {lows.
a. Compengation of Employees

7. (a) General Definition: Compensation of employees comprises all payments

by resident producers of wages and salaries, including supplements whether in
cash or in kind, and of contributions to socilal security, pension and simrlar
schemes in respect of their employees. Members of the armed forces, irrespective
of the duration and type of their service, are included among employees. Wages
and salaries cover such payments as commissions, tips and bomuses; cost-of-living
or dearness allowances; vacation, sick-leave and lay-coff payments made by the
employer; fees to directors and ministers of religion; contributions in respect

of social security, pension and like schemes; and the cost to the employer
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of supplements in kind to wages and salaries such as food, lodging and clothing.
Excluded from compensation of employees are such items as family allowances

not financed directly by the employer; travelling and other expenditure incurred
for business purposes and reimbursed by the employer; and pensicn payments.
Tlages and salaries and other payments i1n regpect of employees should be

recorded as of the time services are rendered by the employees.

8. (b) Classification: Compensation of employees should be classified into

payments in respect of civilian employees and payments in respect of members

of the armed forces. It is alsc of value to sub-divide compensation of civilian
employees inte {i) wages and salaries, including supplements in cash and in kind,
{ii) employers! contributions to social security schemes in respect of their
employees and {iii) employers'! contribution: to pensicn and similar schemes

in respect of thelr employees. Compensaticn of members of the armed forces will
be classified into (i) wages and salaries, including supplements in cash and in
kind, and (ii) employers' contributions to social security, pensicn and similar
schemes.

g. (¢) Supplements in Kind: Supplements irn kind to wages and salaries should

include the cost to the emplioyer cf those goods and services furnished

to employees free of charge or at markedly reduced cest which are cleariy and
primarily of benefit to the employees as consumers. Ixpenditures by producers
which are of benefit to them as well as their employees (e.g., on the amenities
of the place of work, medical examinationsg, sports and other recreational
faciiities, travelling, entertainment and similar cutlays by employees in connexion
with the business), should be included in intermediate consumpiion rather than
in compensation of employees. In general, expenditures by employees on tools,
equipment and special clothing for use an thelr work will constitute deductions
from wages and salaries only when the employees have a contractual obligation

to make these outlays.

10. Tree issues of fcod, beverages and tobacco, and clothing, including uniforms,

to members of the armed forces are considered part of thelr wages and salaries.
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On the other hand, uniforms and other work clothing furnished free of charge

to civiliian employeeg should not be classed as income in kind. The difference

in treatment between uniforms issued to members of the armed forces and

uniforms issued to civilian employees, ig based on the common practice of
wearing military, but not civilian work clothing whether or not on duty.

The imputed greosg rent of dwellings provided free or at reduced rent to employees
shoula be included in thel r wages and salaries. This is the case for family
dwellings, but nct barracks, provided to miiitary personnel.

11. (d) Imputations of Employers'! Contributions to Pension Schemes: If the

contributions to pension schemes due from employers on behalf of thelir employees
are not actually recorded (e.g., where the employer pays pensioas without having
set up a special fund or reserve), the contributions should be imputed. If

the number and age compcsition of the employees in respect of which the

pengion liability accrues and the scales of wages and salaries and pensions

have remained relatively stable, the pensicns actually paid to past employees
might be utilized as the basis of estimating the imputed premium. Otherwise,
comparisons with pensicn rights and contributions under gimilar schemes which
cover a labour force similar in composition, may be of assistance in

estimating the imputation. In lieu cf more exact estimates of the contribution
to be imputed, the actual pensions pald may be utilized as an estimate.

12. The imputed contributions will of course be included in the amount of

compe ngation paid to employees. I the lmputed premiums differ from the amount
of actual pension paid during the period, the difference should be recorded on
the income and outlay accounts ag an imputed transfer payment between households
and the employers.

b. Consumption of Fixed Capital

13. (a) Scope: Consumption of fixed capital may be defined in general terms

as that part of the grogs product which is required to replace fixed capital
used up in the process of production durlng the current period of account.

This flow is basged onthe concept of the expected economic life-time of the

individual assets and is designed fo cover the loss in value due to foreseen
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obgolescence and accidental damsge, as well as normal wear and tear. Unfore-
seen obsolescence is treated as a capital loss at the time at which 1t actually
cceurs, rather than as capital consumption. Charges for the depletion of
exhaustible natural rescurces are not included in the consumption of fixed
capital.

i, In principle, the scope of the capital equipment for which consumpticn
ghould bhe recorded isg given by the definition of gross fixed capital formation.
Because of practical difficulties, consumption of fixed capital 1s not

however provided for in the case of general governmenly assets in the form of
construction other than bwildings. In such cases, it may be considered that
expenditure on repair and maintenance is sufficient to maintain the assets

in their original condition.

15. (b) Valuation: In a stationary economy, in which the quantity of fixed
assets in use remains the same and doss not change in guality, consurption of
Tixed capital can readily be defined so that in each year it ig egual to the
replacement needed. The problem of definition is, however, more complicated
in an economy characterized by changes in demand or by technical changes
leading tc obsolescence; and no general rule can be formulated for such situations.
It seems reasonable however, to value consumption of fixed capital on a
straight-line basgis with reference to the expected scoromic life-time of

the individual asseis.

6. {c¢) Estimation: In general, producers base their methods of computing
annual provigions Tor wear and tear and obscolescence on the concept of
maintaining the money wvalue of thelr capital intact by allocating the original
cost of the asset over its expected economic life-time. This procedure isg
open Lo objection slnce, as prices and Gechniques change, the cost of using
fixed assete may be greater or less than that obtained by such a caleculation.
Accordingly, estimates of consumption of fixed capltal should take dinte
account the cost of replacing the assets 1n the year for which the estimates

are being made.
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17. A calculation of this character is however difficult to maeke aince

in most cases the cnly avallable data are the provisiocns actually made by
producers. Information about the prices of comparable capital goods and about the
changes in the productivity of these goods, that is required to convert the
actual charges to a replacement-cost basis, is seldom adequate.

18. In view of the changes which may occur in the price level of capital

goodg, 1t is nevertheless important that some adjustment of the provisions
actually made should be undertaken. In estimating this adjustment no attempt
should be made to allow for arrears of deprecigtion ariging from the fact

thet eariier provisions have been made at a lower price level since the estimates
of consumption of fixed capital are treated as a current cost of production.

19. BSince the adjustment for naticnal accounts purposes may be considerable

and subject te a large margin of error and since a knowledge of the actual
provisions made, and of the net incomes calculated on the basis cf these
provigions ., may be useful for various analytical purposes, it is recommended
that the size of the adjustment be separately indicaved, ag in the cage of the
adjustment for inventory wvaluation. It wilil also be valuable, 1f feasible, to
show these adjustments classified according to the sector and kind of economic
activity of producers.

20. Estimates of the value of accldental damage to fixed assets arising from
such events as fire and flood should be determined by reference to the

unexnired economic life-time of these assets and valued at current prices.

Where the asssels are actually insured against such risks, estimates of the value
of accidental damage may be approximated from the value of the related insurable
claims paid.

¢. Indirect Taxes and Subgidies

21. (a) General Criteria: Value added at market prices reduced by the excess

of indirect taxes over subsidies, is eguivalent to value added at factor
incomes. Thus indirect taxes are considered to enter into market prices, but

not to ccntribute to factor incomes. On the other hand, subsidies add to
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frebor incomes. One of Tthe objects of making a disbinction between direct
taxes and other current transfers to government, on the one hand, and the
excess of indirect taxes over subsidies, on the other, is to classify
payments as tc whether or not they are paild out of factor and other incomes.
This leads to the use of the criteria of the basis on which and on whom
taxes are levied in order to distinguish between indirect and direct taxes.
The corollary of this is the use of similar criteria in order to separate
subsidies from other forms of current transfers made by general government
agencies.

22 . (b) Time of Recording: For indirect taxes and subsidies, as for other

transfers, the general rule adopted is to record them at the date when they
are due to be paid. In the case of indirect taxes, an obligation usually
arises at scme clearly stated point in the production cor sale of geoods and
gervices. Thig point of time may differ slightly from the time at which they
should be reccrded as due to be paid to the government, but the discrepancy
involved is not likely to be large. Ths same is usually true with regard

to gubsidies. Where a subsidy takes the form of a difference between the
buying and selling price of a government trading organizaticn, however, the
position 1s less clear. Subsidies of this type should be considered

as payable Lo the public enterprises at the date the goods enter its inventory.
This treatment implies that such inventories are valued at the selling price
charged by the public enterprise to the buyer.

d, Indirect taxes

25, (a) Bcope: When paid directly by industries, general government services
or private non-profit units, indirect taxes are taxes assessed on the
production, sale, purchase or use of goods and non-factor services which are
chargeable tc the expenses of producticn. When paild directly by households,
indireet taxes are taxes on the possession or use of goods and services, in
the assessment of which no account is taken of the personal circumstances
(e.g., income or wealth) of the taxpayer. Common examples of indirect

taxes are imports, exports and excise duties, sales taxes, entertainment
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duties, betting taxes, motor vehicle duties, local rates, business licences
and stamp duties. Real estate and land taxes are c¢lasged as indirect taxes
except in those cases where they may be considered as merely an administrative
procedure for the agsessnent and collection of income taxes.

24, (b) Fiscal and Other Public lonopolies: The operating surplus, reduced

by the normal margin of profits of business units, of fiscal monopclies of
government (e.g, for the production and distribution of tobacco and

alcchol) are considered indirect taxes since at least this vortion of the
surplug would be designed to raise general revenue. Fiscal monopolies are
utilized toc raise the revenue which in other countries is often gathered
through indirect taxes on the production and distribution of tobacco, alcohol
and similar items by private business units. Difficulties will arise in
respect of the treatment of the operating surplus of public industries which
are in a monopolistic positicn, but cannot be classified as fiscal monopolies,
and which are wholly owned by government. In such caseg it will frequently be
necessary Lo investigate the consideration hehind fthe price-~fixing policy of
the public industry. Scme guldance may be obtained from whether the surpluses
(deficits) are of a permanent character or tend to cancel out over the

years. If the surpluses, reduced by the normal margin of profits of buslness
units, are of a permanent character, they may be assumed to be a means

of government Cor raising general revenue; and be treated as indirect taxes.

25, (¢) Boundary Problems: Problems arise in respect of the classification

of certain payments by households to general government as indirect Taxes,

on the one hand, and purchases of gocods and servises or current transfers,

on the other, s.g., in the case of licences for wireless and television sets,
animal licences, airport dubles, or fees for passports, drivang licences and
tests. Payments which are considered to be indirect ftaxes or purchases of goods
and services would of courge enter into household consumption expenditure. The
charges to be treated as indirect taxes are those which are levied for

general revenue purposes mainly and which are aot payments for a service

provided on a voluntary basgis. Thus, among the examples listed above, licences
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for wireless and televigion sets could be classed as indirect taxes if
government breoadcasting services are not available. If these services are
avallable, 1t will be mcre appropriate to treat these licence fees ag purchages
of goods and services. None of tThe other charges mentioned above are likely

to be levied for general revenue purposes. Except for airport duties, these
charges are in respect of services the primary purpose of which is to serve

a8 an instrument of government polic&; and therefore should be included

among current transfers to general goverament. Adirport duties should be
considered as the purchase of a gervice.

e. Subsidies

26, Subsidies include all current grants made by government to private industries.
Transfers by the public authoritiesg to private industries for investment purposes
or to cover desgbruction, damage and other losses in capital and working

assets are classed as capital transfers rather than as subsidies. Current

grants made to private non-profit organizations serving households are not to

be considered subsidies. Such payments will be classified as purchases of goods
and services or current transfers by general govermment, depending on the
circumstenceg and conditions of a given payment. DNor are any grants to househclds
ciassed as subsidies. The valus of coupons made available by government

agencies to specific groups of the population to enable them tc cbtain goods

at prices lower than the current merket prices ave clasgsified as current transflers
to households.

27. Under some circumstances subsidies also include the grants made by govern-
ment organs to public corporations in compensation for losses (negative operating
surplus), and the losses of government enterprises. This will be the

case when the loss is clearly the congeguence of the policy of The govermment

to maintain prices at a level at which the proceeds of the public enterprises
will not cover the current costs. In order to determine whether this is the
gituation, it may be necessary to investigate the consideraticns behind the
price-fixing policy of the enterprise. Cilrcumstances such as the following

would suggest that the loss is a consequence of the price policy of the govern-
ment: the public enterprise is in competition with private enterprises which
receive subsidies; or the public enterprise in gquesticon isg in a monopolistic

position and has experienced losses over a number of consecutive years.
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28. Grants made to public corporations which are not classified as subsidies,
should be treated as capital transfers. In the case of government enterprises,
losges which are not compensated for by subsidies should be transfered

to the income and outlay account of general government agencies, either as negative
entrepreneurial income or as negative operating surplus, depending on

whether or not these enterprises are included in the non-financial corporate

and guazsi-corporate enterprise sector.

C. Transfers
29. A number of categories cof transfers in addition to indireet taxes and
subsidies are shown in the accounts and supporting tables of this gystenm.
The transfers may be classified into (i) transactions arising from the
ownership of enterprises and other property; (ii) other requited (contractual)
nayments and recelipts, e.g., those assccilated with casuwalty insurance or the
non-fulfillment of contracts; (iii) obligations to, and commitments of,
organs of govemmment, all of which are unreguited transfers and (iv) other
unrequited but voluntary grants. The last two classes of transactions are
subdivided into current cor capital transfers, depending on the basis on
which, the purpose for which, and the frequency with which the transfer
e made. For example, transfers are considered to be capital in character
if they are baged on the wealth of the payee or are intended to finance
the investment of the recipient and if the transactions take place
infrequently in the case of either the payee or the recipient. The principles
adopted for distinguishing between current ané capital transfers are described

in some detail below, in the section on capital transfers.
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D. Income from Property and the Entrepreneurship of

Quagi-Corporate Enterprises

30. Income from property and entrepreneurship may be generally defined as
actual and imputed transfers of income accruing f{rom the ownership of

financial assests, agricultural and cther land, patenits, copyrights, concessions
and the like; and from the ownership of those unincorporated enterprises which
are not included in the gsame institutional szector of the system as their owners.
The latter situation occurs in this system in respect of at least some govern-
ment enterprises and other quasi-corporate non-financial enterprises and
unincorporated financial institutions. The way and form in which income from
property and entreprencurship is distributed in the national accounts depends
on the institutional structure and arrangements of an eccnomy, as well as

the character of the system of accounts.

31. Income from property should be recorded when payable. For example, Lo
attempts should be made to apportion interest and net rent to different periocds.
Dividends should also te reccrded when payable rather +than when earned

or declared.

a. Interest and Dividends

32. Interest and dividends are common forms of income transfers in respect

of the ownership of financial assets and lisbilities. Interest includes

income payments in respect of such claims as bank and cother depositss

promisscry notes, bills, bonds and other lcans, private and public; accounts
receivable and payable; consumers' debt and advances; and eguities on life
insurance actuarial reserves and pension funds. Some of thege Tlows of interest,
e.g., on life insurance actuarial regerveg, pension funds and bank deposits,

may need to be imputed, at least in part. This would be the case for bank
depceits, for example, if a service charge on the productioa accouat were
imputed to industries and households as in the present BNA. Dividends are

income payable and receivable in respect of equity in private incorporated
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enterprises, co-operatives and public corporatiocas.

. Rent and Similar Flows

33. 1In principle, only net rents for use of agricultural and other land
ghould be included in income from preperty. Uses of land for other than for
agricultural purposes may couasist of the granting of righte to exploit mineral
depoeits, timber tracts and fishing sites, to construct buildings and
structures, to lay railroad rights of way, or to engage ia othér industrial
and commercial activities on parcels of land. Met rents con residential and
non-residential buildings and other structures, and on the use of other
durablie commeodities. are included 1in the operating surplus of the cwner of

the fixed assets since the relevant rents are treated as payments for a
commodity~type service in this system.

34. Where farms, including agricultural buildings and equipment, are let,

it may not always be feasible to sub-divide the rent into net rent for the
agricultural land and rent for the bulldings and equipment. In that case the
total rent snould be included in the flow on property income. Where the owner
cf let land is responsible for taxes or expenditure on maintenance, the

rent received should also be sub-divided into these current costs to the

owner and net rent. The portion of the rent covering the current costs should bhe
entered on the production account and the net rent should be recorded on

the income and cutlay account.

35. It should also be nocted here that royalties and similar payments for

the use of patents, copy rights and gimilar concessions, are included in
income from property.

¢. Income from the Ownership of Unincorporated Enterprises

36. In this sysbem, at least some government enterprises and private unincor-
porated non~financial enterprises are included in the sector "Non-financial
enterprises, corporate and guasi-corporate”, but they do not have retained

saving. Included among these private unincorporated non-financial enterprises
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are the actual and notional branches of foreign enterprises engaged in producticn
on the domestic territory of a ccuantry. All of the saving of the guasi-
corporate non-financial entities is transferred to the sector of their owners

as income from entrepreneurship. The approach taken in respect of private
unincorporated financial organizations is identical.

37. In the case of the afcorementioned private unincorperated enterprises,

saving is equivalent fto the balancing item on the inceme and outlay account
exclusive of entrepreneurial income paid. In the case of govermment enterprises,
the entrepreneurial income paid to general government is equivalent fo the
operating surplus reduced by any direct taxes which may be paid on the account

of the enterprise.

E. Transacticns in Respect of Insurance and Other Contracts

33. In view of the establishment of income and outlay accounts for the various
institutional sectors, 1t is essential to record on these accounts the income
transactions inveolved in the insurance of rigks, such as fire, floods or
accidents, and other forms of casualty insurance. The flows to be recorded

are premiums payable (receivable) reduced by the service charge imputed on

the production account, on the one hand, and claims receivable (payable), on
the cther.

39. Certain forms of casualty insurance cover the rigk that the insured
crganization may inflict damages on third parties, e.g., insurance against
claims arising from injuries to pedestrians inflicted by motor wehicles of the
ingsured organization. In principle, when such claims are paid, they should

e treated, firstly, as a transfer from the casualiy insurance company to

the insured crganization and, secondly, as a transfer from the insured organiza-
tion to the injured party. However, in practice, it may be preferabie to

treat the paymert as a transfer from the casualty insurance company directly

to the injured party.

LO. Payments made by one institutional unit to another accruing from uninsured

injuries or damages or breaches of contract, should also be treated as contractual
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transfers of income.

F. Current Transfers To and From General Jovernment Agencies
a. Tlaxes and Similar Payments
41. Practically all current transfers of income %o general government
agencies made by households, privabe non-profit organizations and enterprises
may be considered to be obligatory in character. These payments are classified
into {i) social security contributions, (ii) other direct taxes on income and
(iii) compulsory and nominal fees, fines and penalties. While some of these
payments may be made by non-residents (e.g., social security contributions or
other direct taxes on employee income or interest), the overwhelming portion
of the transfers will come from resident households and enterprises.

2. (a) Social Security Contribriions: Social security contributions

comprise obligations for payments to social securiiy schemes. Since contributions
payable by employers on behalf of their employees are inecluded in compensation

of employees, all of these conbributicns are considered to be paid by householids.
Socilal security contributions should be recorded when payable.

43. (b) Other Direct Taxeg on Income: In the case of households and private

non-profit organizations, this flow includes taxes levied on (i) the income

and capital gains of households, except social security contributions, (3i)

the income and capital gains of private non-profit organizations, and (iii) taxes
levied at regular intervals as a charge proportioned to the value of the

property of these institutional units (e.g., personal property taxes), except
real estate and land. Real estate and land taxes are treated as indirect taxes
exceplt in thosge casges where they may be considered to be merely an administrative
procedure for the assessment and collection of income taxes. Non-vecurrent
charges levied on the value of property (e.g., death duties) should be classed

as capital transfers.

L. In the case of enterprises, direct taxes on income include all levies on

cn the income, surplus profite and capiital gaing of thege units and levies at
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regular intervals on their capital or net worth. Non~recurrent capital and
gimilar levies should be excluded and treated as capital transfers. Some of
these taxes may be levied on unincorporated enterprises.

45. Several dates can be connected with income btaxes, namely, the dates of
earning, of asgsessment, of demand and of payment. Freguently the asgegsment
ig based on the sarnings of a preceding year and demand is made in the year
following the assessment. The general rule for transfer payment should be
followed in this cage, i.e., the direct taxes should be recorded as of the
date when they are due to be paid without penalty. In addition, for some
analytical requirements it would be useful to have data on income taxes

in respect of the time when the income on which the taxes are levied, was
earned.

46, (e) Compulsory and Nominal Fees, Fines and Penalties: Compulsory and nominal

feeg are trangfers made by households to general government. Nomiral fees are
relatively insignificant charges pald in connexicn with the receipt of free goods
and sgervices that are provided by general government services, which are in

no way related to the value of theze goods and services. Compulsory fees

are payments to the publlce authorities for services the primary purpose of which
is to gerve ag an instrument of government policy and which are obligatory

but unaveidable in the only circumstances in which they are useful, e.g.,

ees for passports, driving tests and court services. Fines, penalties and

the like may be made by households, private non-profit crganizations or
enterprises.

b. Transfers tc Households

47. The current transfers made by general government agencies to households
often are the result of commitments of the public authorities which are

defined in laws, statutes and administrative regulations. This may also be the
case in respect of a mumber of the transfers made Lo private non-profit
organizations mainly serving househcldsg. It should be noted that these
transfers may not be limited to regident households. It is useful to classify

the transfers being deslt with here into two categories, namely, social security
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benefits and sccial aggistance grants.

L8. (a) Social Security Benefits: Social security benefits will be payments

made to individuals under social Insurance schemes, usually oul of & special
fund. These payments will generally be related to wages and szlaries earned
by reciplents and/or contributicns made to social security schemes on thelr
account. Examples of soclal security beneflits are unempleyment insurance
payments and supplements, accident, injury and sickness benefits, reimbursement
and social security funds for health expenditures, old-age pensions and famaily
allowances.

49, (b) Social Assistance Payments: Social assistance payments will cover all

other current transfers from the public authorities to households and te
certain kinds of private non-profit organizations serving households. Examples
of these transactions are public relief payments, widows' and guardians'
allowances not connected with social insurance schemes, war bonuses, pensions
and service grants, scholarships and maintenance allowances for sducational
purposes, and current grants (i.e., those designed to cover costs on current
account) to private non-profit organizations which are mainly engaged in such

activities as social welfare, health and education, recreation and the arts.

G. Other Current Transfers
a. From and To Government Agencies
+50. Where the sector for general government is subdivided into central government,
local government, sccral security funds and private non-profit institutions
inciuded therein, current transfers willl occur between these sub-sectors. Further,
current transfers will take place between the governments of different countries.
ot infrequently, these current transfers, egpecially in connexion with the
rest of the world, will not arise from statubory or similar commitments. 4 third
class of current transfers fyrom and to general government agencies 1s
therefore needed, namely, other currvent transfers from or to Tths public authoraties.
It will be desirable to sub-divide this category of grants into two categories:
"Other current transfers from or to resident institutions™, and “"Current

transfers from or to abroad.
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51. This category of transfers includes grants made by one level of government
to another on a recurrent (i.e., relatively regular) bagis or with a view to
financing specific types of outlays or general deficits on current account. For
example, unreguited current transfers between the governments of twc countries
will include all unilateral shipments of commodities for consumption (e.g. ,
food, clothing, military equipment) and the provision of cash to finance
outlays on current account. Also included are grants to finance budgetary deficits
on current account. Regular payments of assessments and other contributions

to international organizations are classified in this categeory as well.

b, DPBetween Other Pairs of Institutional Units

52. Voluntary transfers will take place mainly (i) between corporate and
private quasi-corporate enterprises and financial institutions, on the one
hand, and private non-profit organizations serving households and households,
on the other hand, (ii) amcng households, and (iii) between households and
private non-profit organizations serving them. These transfers will include
transactions between resident institutions and the rest of the world.

5%3. (a) Transfers by Enterprises: Current transfers from corporate and private

guasi~-corporate enberprises and financial institutions include gifts and

grantg to foundations, educational, health, soclal welfare, religious,

political and other non-profit organizaticns serving households for use on
current account; and the direct provision of scholarships, fellowships and other
forma of assistance to individvals. Allowances for bad debt of households

are glso covered here.

sk.  (b) Transfers by Households: Current transfers from households to private

non-profit organizations serving them may be simalar in character to the current
grants to these ingtitutions mede by enterprises. In addition, memberghip dues
and fees to trade unions, political organizations, sporting clubs and sccial
organizaticns, are included here. Current transfers between regident

households cover cash grants made by one individual to another and allowances

for bad debt. Also included are current transfers between resident and non-
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resident households. These transactions include personal remittances and gifts
in kind, allowances for bad debt, and certain migrants’ transfers. The trang-
fers of real and financial assels by migrants and of legacies, are to be
recorded as cgpital transfers, while ordinary migrants' remittances, such as
remittances to dependent relatives, are recorded as current transfers.

55, (¢) Transfers by Private Non-Profit Institutions Serving Householdg: Current

transfers from these organizations to households cover grants of cash for
scholarships, maintenhance allowances for education and research, and other
purpcses. Transfers of fuands on current accoumt may also take place among the

private non-profit institutions serving households.

H. Saving
5&. Saving is the palancing item on the income and outlay accounts of the
regsident institutional units, after all current receipbe and disbursements
have been accounited for. Thus, saving is defined in terms of the [Mows which
have been discussed in the preceding sectiong of this chapter. This lmplies
that capital gains and losgses associabed with transactiong in goods and services
are excluded from the concept of saving. Other deviations from the definitions
of saving ip this system which may be encountered in the concepts utilized
in business and government accounting, may be due to differences such as
in the methods of evaluating consumption of fixed capital, the clasgiiication
of transactions into current and capital flows, or the use of a cash, rather
than an accrual, basis of recording transactions.
57. The entry for saving in the income and cutlay accounts of the sectors
"on-financial corporate and quasi-corporate enterprises” and "Financial insti-
tutions” relate to the saving of incorporated units only. As was noted earlier
in this chapter, the saving of the unincorporated private entities covered
in thesge accounts i1g transferred to the accounts of thelr owners ain the fiow
"Entreprencurial income paid'. In the casc of government enterprises, this

flow would include the transfer of practically the total operating surplus
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te general government. The entry for saving in the income and outlay account
of financial institutions is alsc net of the saving of pengion funds, which

is transferred to houscholds in the form of interest, as well as of that part
of the gaving of 1ife ingurance companieg which ig represented in the Interest
added toc the equity of houscholds on the r actuarial reserves. Only the free
saving of 1ife insurance companies is shown on thelr income and outlay acccount.
58. In some countries, public corporatioas will include authorities set up

to administer marketing and price stabilizaticon schemes, a part of the net
income of which dig set aside for future distribution te the producers on whoge
behall the gschemes were set up. This undistributed income will be part of the
gaving of these authorities; and where important, it might be showmn separately.
Schemes of this type may also be established as goverament enterprises; and

the surplus of general government will then include the part of the net income
from these marketing schemes which hag been get aside for future distribubtion
to the agricultural producers.

59. The other sources of finance of grosg investment are the sumg set aside
for the consumption of Tlixed capital, capifal transfers and the incurrence

of liabilities. The flow "consumption of fixed capital” was dealt with in

Chavter IV. The two other flows are discussed below.

I. Capital Transfers

a. General Principles of Definition

60. In this system, net capital transiers are recorded uniformly on the
capital finance accounts of the various resident institutions so that in a
closed economy, debits and credits on these accounts offget each other and no
net contrivution is made by these transfers to the finance of grosg invest-
ment. In an open eccunonmy, net capibtal fransfers received from the rest of

the world constitute an independent source of finance for grogs investment,
and together with net borrowing from abroad, represent that part of the saving

of the rest of the world placed at the disposal of the economy.
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61. Capital transfers, as understood here, refer to those uarequited transfers
which are not, in general, considered by the recipient as adding to his

current lncome or by the payer as reducing his current income. Such transfers,
in principle, influence the level of consumption only indirectly through

their elfects on the amount and composition of The assets of the recipient

or the payer. Instead, They influence directly the level of capltal investment
cr weatth of the recapient or the payer. In practice, however, intersectoral
transfers of g mixed character may bake place, particularly between general
government and other sectors, in which one party regards the transfer to be

ol a2 current nature while the other party regards it a8 of a capital

rature. The rule followed here dis that all mixed transfers of this kind should
be treated as capital transfers.

62. The adoption of this principle may be explained by considering what the
gituation would be if the accounts of the payer and recipient of an unrequited
transfer were consclidated. Where the recipient utilizes the grant to finance
gross investment, the funds would appear as part of saving on the consclidated
account. Thus, the payee may be considered to be placing part of his saving
at the disposal of the recipient. TIf the recipient utilizes the grant to
finance his consumption expenditure, the saving on the consolidated account
would be correspondingly reduced. Vhere taxeg levied on wealth are utilized
by the public authoriiies to {inance outlays on consumption, the coasolidated
balance~sheet account for government and the private payer would show the
drawing down of wealth.

63. The main criteria adopbed to distinguish capital transfers from

unreguited current transfers are therefore the purposes for which the Transfer
ig to be utilized, the basis and scurce of the payment, and the freguency

with which the transfer occurs from the point of view of either the payer or
the recipient. Unreguited transfers which are non-recurrent {quite irregular)

for either party tc the transaction are considered to be capital trangfers.
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Also included among capital transfers are grants which are designed to

finance fixed capital formation or long-term expenditure and unrequited pay-
ments which may be congildered as transfers of wealth.

b. Application of the General Principles

Slt. As in the case of non-contractual curreat transfers, it is useful to des-
cribe the compogition of capital transfers in terms of the pairs of Institutional
units which may engage in these transactions.

55. (a) From and To General Covernment Agencies: The public authorities may

engage in capital transfers with resident corporate and private guasi-corporate
and non-financial enterprises, financial ingtitutiong, private non-profit
organizations, householdsz and foreagn governments. Where use 1g made of the
sub-zectors of general government, capital Traansfers may occur between at
leagst gome of the sub-gectors, ¢.g., grants for capital formetion from

the central government to local governments. It will be useful to classify
the net capital transfers made, or received, by general government into frans-
actions with residents and the rest of the world.

56, General government agencics may make capital transfers such as iavestioent
grants, payments for damage due to war or Tloods, or ag i1ndemnities for other
calamities, to enterprises. Capital transfers on account of the private
unincorporated enterprises included in the household sector would be treated as
grants to the owners of these units. The public avthorities may receive payments
of capital levieg and configestions Trom corporate and praivate guasi-corporate
non-financi a1 enferprises, financial institutions and The households of ouners
of other unincorporated enterprises.

67. In addition to the transactions mentioned in the preceding paragraph,

the public authorities may indemnaify households for war, flood and other
damages in regpect of personal property. Privabe non-profit organizations may
alsc receive investment grants and indemnity payments. Households may make
such payments as death duties, giit taxes, and capital levies and cther

confiscations to general government organs.
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68. The capital transfors between the governments of two countries mey consist
of grants made primarily to finance deficits on external trade or fixed capital
formation and unilateral transfers of capital gocds or Teparations.

59. (b) Other Pairs of Institutional Units: Corporate and private quasi-

corporate non-financial emterprises and fiaancial institutions may make
grants tc private non-proflit organizaticns for capital lavestmont and for
establishing or augmenbting funds for long-term expenditure aad investments.
Eouseholds may make the same type of capital transfers to private non~profit
institutions. Included in addition in the net capital transfers betwesen
resldent householids and the rest of the world, are legacies and other gifts

of 2 capital nature and resl and financial assets transferred by migrants.

J. Wet Purchases of land, Other Nen-Reproducible

Tangible fAgsets and Certain Iatangible Assetbs

TO. In thais system grogs investment consists of the following Tlows® gross

capital formation, net purchases of land, net purchazes of other non~reproducible

tengible assets and ol irntangible assets unmatched by liabilities, and
acquisitions of financial assets. Gross capital formation was considered in
Chapter IV; and finerncial assets will be discussed below. This scchlon 18
devoted to the zecond and third category of gross investment.

a. Land

T1i. Iand is defined to include gub-soil deposits, forests and inland waters,
but to exciunde structurcs and similar construction works situated thereon.
Thovgh expenditures made on cther types of improvements to, or the reclamation
cf, land are part of fixed capital formation, these improvements heccme an
integral part of the vzlue of the land. It is therefore desirable to cover
such improvements to land in the concept of land after the period of account
in which they are made.

2. Purchases and gales of land are considered to take place betveen
regadent dnstituticns only. Where land 1s purchased by a non-resident, a

regident instituticn ais established as the owner of the land. The foreign
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owner ls considered to held the equlity of the notional resident ingtitution,
which is of course egual to the purchase price of the land. The value

recorded in the item "Net purchases of land" will exclude the transfer costs
anvelved in the transactions, e.g., brokers' commissions,fees for legal and
t1tle search services. These fees are To be recorded as part of fixed capital
formation.

3. In recording transactions en land in the accounts and supporting ftables

of the system, sales are netted against purchases for all members of the sectors
or sub-sectors shown, 1l.e., consolidation 1s employed. The time of recording
of purchases (sales) ig when the legal title to the land passes.

b. Other Non-Reproducible Tangible issets and Selected Intangible Assets

Th. Covered in non-reproducible tangible asgsets other than land are transacticns
in art objects, antigues and the like. Art cbjects which have been newly
created by resident artists are included if they are acquired by the producer
sectors of the system. Acquasations of these newly created art objects by
households are classed as household consumption expenditure on durable goods.
A1l other transactions in these non-reproducible tangible assets, including
imports and exports, are encompassed in this flow.

75. The portion of the sale by households of art objects acquired when nswly
created domestically which is eguavalent to the differences between the =ales
price and the original price, will be recorded in the flow "Net purchases of
other non-reproducible tangible assets and selected intangible assets”. The
difference between these two prices is to be netted against househeld
consumption expenditure. 'The purchase price of the art cbjects in guestion,
except for domestic dealers' marging and other dowestic transfer costs,

should be entered in the flow under discussion. The sales price and the
purchase price, except for the aforementioned coste, of all other transactions in
these non-reproducible assets will be recorded in the flow. BSince any domestic
dealers’ mergins and other transfer costs involved in the transacticons arve

part of the capital expenditure of residents, 1t will be necessary to set

up & notional industry in order Lo record these portions of the purchase price
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when resident hougeholds make the purchases.

T6. Transactions in intangible assets which are not matched by lisbilities

cover the purchases and sales of mincral vights, fishing righits, other concessions
and leases 1n respect of the use of land, copyrights, pabents and the like,

T{. In recording the transactions dealt with above, sales are netted against
purchages in the case of cach institutional sector or sub-sector distinguished

in the pertinent accounts and supporting tables of the system. Thus, these

entries sum to the net purchases of the rest of the world from residents.

K. Transactions in Claims

8. The last half of the capital finance accounts of the institutional scectors
show their transactions in financlal assets and liabilities. The excess of

net acquisitions of financial asssets over net incurrences of lisbilities is
egquivalent to the net lending of ianstaituticns. et lending and capital translers
are the way in which the saving of ingtitutions 1s made avalilable to other
organizations. Financial institutions play a key role as middie men Tor
transacticns in claims.

a. ClassiTication

9. The classgification of financial fransactions of the system is set out

in Table 1 below. The scheme is designed to classify claims in the first
instance, according to the degree of liquidity, the kind of market and
circumstances in which the transactions take place, and the type of instrument
involived. Tor certain categories of claims which may be the liability of
varzous kinds of insgtaitutions, the character of the debtor is of considerable
interest from the point of view of one or more of the aforementioned criteria
and of other analytical needs for data on transactions in, and holdings of,
firancial assets.\ In these instances, the classification calls for
sub-division of the category according to kind of debtor. In view of the
regquirements for data, even in summary tabulations, on the foreign assets

and 1iabilities of the ilnstaitutional sgectors, nationally and internationally,

2 baglic dasbinction is drawn an the classification between these forelign
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Table 1. The Classification of Transactions in Financial Claims

a. Classification (Definition of general terms, such as bills,
bonds or lozng, are given 1u the second section of the table)

The number 8 in the fairst pertion of the code, 1dentifies a financial asset:; the
number ¢ in the first porticon of the code, i1deniifies a liabalaity.

Foreign claims

8.2 (old and foreign exchange

Holdings of gold and of claims on non-residents that may be congidered 1o be
1mmedaately available, without risk of capital loss, for payments to residents ox
conversion into the national currency. IExcept for the monetary suthority, the
foreign financial assete to be classified here will be restricted in most instances
to gold, foreign currency, deposiis with foreign banks and the short—-term securities
of foreign ceniral governments. In the case of the monetary authority, all foreign
asgsets that are considered part of the fereign reserves should be included.

9.2 CGurrency, deposits and central government bills

Domestic currency, transferable and other deposits in resident banks, and central
government bilis and bonds maturing in less than one ysar held by non-residents.
8.3 or 9.3 Other claims

fanancial assets of residents other than those included under gold and foreign
exchange that are the liabilities of non-residents and liabilities of residents
other than currency, transferable and other deposits, and central government bills
and bonds maturing in less than one year that are held by non~residents.l

Naticnal claims

Tanancial claims. of residents on residents

8.4 or 9.4 Currency and transferable deposits

Hotes and coins in circulation; and deposits that are exchangeable on demand at
par, and without penalty or resirictions, and that are transferable by check or are

otherwise commonly used to make payments.

;/ This category should, in certain instances, be sub-divided according to the
appropriate categories of the classification of national claims.
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8.5 or 9.5 Other deposits

All claims, other than currency and transferable deposits, on the monetary system,
other financial institutzons and government that are represented by evidence of
deposit. In the case of most countries, all deposits with savings banks would be
included. Also to be included are shares in small denominations, or similar
evidences of deposit, i1scgued by savings and loan asscciations, building societies,
credit unions and the like that are legally, or in practice, redeemable on demand
or relatively shori notics.

8.6 or 9.6 Bills and honds with maturity of less than one year

It 18 preferable that actual maturity, not original maturity, be utilized. Claims
with opticnal maturity dates, the closest but nob the latest of whaich zs less than
one year away, should be considered long-term. However, where the criterion
utilized 1s actual maturity, and where notice of redemption with one year has been
given or may be expecied, such claims should be classified as short—=term., In some
presentations of data on these claims, 2%t wili be desirvable to sub-divide tha
category according to debtor, as follows: (1) Non-finsncial corporations,

(11) Financpal institutions. (111) Central government, (1v) Local government,

and (V) Other national instituticns, 1T any.

8.7 or 9.7 Bonds with 2 maturity of one year or more

In the case of corporate issues, included are preferred shares or stocks, excepting
participating preferred securities, in addition to bongs, debentures, etc. In some
pregsentations of data on these claims, 1% will be desirable to sub-divide ths
category in the same Fashion as category 8.6. In addatron, sub-davaision of these
bonds into quoted in the 2tock exchange and not guoted will be of value.

8.8 or 9.8 Corporate equity securities, including capital pariicipations
Instrumenis and records acknowledging claims to the residual value, and residual
income of, incorporated enterprises, after the claims of all creditors have been
met. Equity securities do not provide the right to a pre-determined income, or io
a fixed sum on dissolution cf the 1ncorporated enterprise. Ownership of eguity 18
usually evidenced by shares, stocks, participations or similar documents. Preferred
gtocks or shares that also provide for participation in the digtrabution of the
residual earnings., or value on dissolution, of an incorporated enterprise are

included.
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2 1, Quoted on stock exchange

2 ii. Other
8.9 or 9.9 Cther short-term loans
ALl loans not classified elsewhere with an original maturity of less than one year.
All loans repayable on demand should be classified as short-term, even though
these loans are expected to be outstanding for more than one year. Covered are
Joans extended to business, goverrment, househoids, etc., by banks, finance
companies and others, including instalment loans, hire-purchase credit and loans to
fanance irade credat. It will be of wvalue to sub~-divide this category according
to nstitutional sector of debtor, in compiling detailed data on claims.
8.10 or 9.10 Other long-term loans
A11 loans not classified elsewhere with an original maturity of more than one year.
It will be ugeful to sub-divide this category according to debtor znstitutions in
compiling detailed data on claims. It will also be valuable to distinguish loans
secured by mortgages.
8.1lor 9.11 Net equity of households on life insurance actuarial reserves and on
pengion funds
The reserves held against life assurance policies by insurance companies, whether
mutual or incorporated; and the assets of employees! pension funds and of
Friendly Socileties and similar organizations providing life assurance or amnuity
benelite.
8.12 or 9.12 Proprietors' net investment in praivate quasi-corporate enterprises
The net value of the real and financial asseis, after deduction of all liabilities
to non~proprietors of the private unincorporated enterprises treated as guasi-
corporate enterprises in the accounis——selected partrnerships and sole priprietor—
ships pramarily engaged 1n non=-financial activities, and private unincorporated
enterprises primarily engaged in financial activities.
8.13 or 9.13 Froprietors! net investment in government enterprises
The net value of the real and financial assets, after deduction of all liabilifies
to non-proprietors of government enterprises included in the non-financial
sorporate and quasi-corporate sector.

8.14 or 9.14 Trade credit and advances
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Trade credit extended To businessges, government and househcolds, and advances
for work in progress or to be undertaken. It will be of value to sub-divide
this category according to the kind of debtor institutions in detailed
tabulations of claims.

8.15 or 9.15 Other domestic claims

A1l domestic financial claims not included elgewhere. fAmong the items to be
included are all differences beltween payables and payments not accounted for by

trade credits or advances.

b. Definitions of general terms

Bill: A security that gives the holder the unconditional right to receive a
stated fixed sum on a specified date and is issued and traded at a discount,
depénding on the rate of interest and the time of maturity.

Bond: A security that gives the holder the unceonditional right to a fixed money
income, i.e., payment of interest is not dependent on the earnings of the debtor.
With the excepfion of perpetual bonds, a bond also gives the holder an unconditiona
right tc a stated fixed sum on a specified dabe or dates. Mortgages are not
claggified here; they are included under loans.

Loan: A direct transaction between borrower and lender, where the lender veceives
no gecurity evidencing the ftransaction or a non-negotiable document. Included are
transactions which are essentially loans, though the debtors may issue a security,
for example, bonds specifically issued by the government to the central bank as

gecurity for a note, liens and moritgages created as security for a loan.
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clazms and the claimg of residents on residents. The detail in which foreign
claims are to be classified in the standard accounta and suppoerting tables
varies, depending on the purpose of the table and the znstitutional sector

or gectors to which the account or supporting table relates. In the table where
the most delbailed clasgification of claims 1s suggested, Toreipgn claims are

to be sub-divided in the same detall as naticonal claims.

80. It is coavenient to indicate here the treatment of transactions in certain
types of claims. The category "Proprietors' net investment in private
guagi-corporate entsrprises™ ig designed to accomedabe the owners' financing
during a period of account of The gross investment of praivate unincorvorated
enterpraises covered in the sectors "Non-financial corporate and quasi-corporate
enterprises” and "Financizl institutions". It will be recalled that these
enterprises do not retain saving though tThey do have scurces of Tinance of
gross ravestment other than funds from the owners. These enterprises hold
their provisior® for the consumpition of fixed capital and may receive capital
transfers or borrow from third parties. However, in the case of government
enterprises which are included among the non-financial corporate and guasi-
corporate enterprises, the sums shown under "Proprietors' net investment in
government enterprises"” would be the only source of finance of gross

investment other than their provisions [or the consumption of fixed capital.
Net equity of households on life insurance actuarial reserves will show the
additions (reductions) in these reserves arising from the sum of the difference
between premiumsg pald by households, reduced by the service charge for this
insurance, and claims received and of the undistributed interest on the
actuarial reserves which acerues to households.

8£u %%%ﬁ%égiﬁﬁﬁfiggﬁ%rﬁncial assets and liabilities during a period of
account may be recorded according to varying degrees of netness (grossness),
Acquisitions (purchases) of a given cafegory of Financial assets by each
transsctor unit may be netted againsgt daigpositions (sales) ol the category:

and incurrences of a given category of liabilities by each transactor unit

may be netied against redemptions of the category. A less gross basis of

recording than this is to net acguisitions of each category of financial
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assets against dispositions and issues of each category of liabilities against
redemptions for each clags of transzctor unite shown in accountes or tables.

5ti1l lower degrees of grossness an recording arce netting in the case of each
class of transactors, of (1) transactions in a given category of Tinancial
assets against the same category of liszbilities and {ii) transactions in one
category of financial assets against 1liabilaties of another category. In
consclidation, netting is applied to the transactions in financia! assets and

the counterpart liabilitics of a cilass of transactors, as well as to their
additions to and reductions in each cabegory of Financial assets and liabllitaes.
82. It is recommended that the minimum degree of grossness utilized in

respect of transactions in claims should in general be the netting for

ecach class of transactor units shown in accounts or tables, of acguisiticns
(purchases)} of each category of financial asset against dispositions (sales)

of these financial asselts and ilacurrences of each category of liabilities

against redemptions of these liabilaties. It may often be aimprsctical

to compile separate dalta for cach transactor unlt on acquisitions and digpositicns
in the case of cach type of financizl assets and on incurrences and iodempbions
in the case of each kind of liabilities. Thig will be the case, for example,
when the dats on transactions are devived from balance sheets as of the beginning
and end of a given period. However, it mey be desirable and feasible

tc compale the wmore gross daba in respect of some categories of c¢laims for
national reguirements.

83. In general, adopting z greater degree of aetbing then suggested in

the preceding paragraph would seriously impalr the analytical usefulucss

of the data on financial transactions. However,the use of consolidation

would he approprirate 1n the case of certain presentations of data, e.g., the
transactions of the monebtary system and in regpecl of the rest of the world.

In both instances, the transacticns with other scetors are most sipgnificant.
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c. Valuation and Time of Recording

84. In prianciple, transactions in finscial assets and lisbilities should be
entered at the value at which the transactions take place, i.e., the sums
actually paid or received excluding the invelved commissions, service and
simalar charges. The transactions should, in general, be recorded when paid
cr received. When transactions in financial claims are the counterpart of
transactions in goods and services, flows of 1ncome cr transfers {(e.g., trade
credits and advances, accounts payable and receivable), the transactions
should be recorded at the time the goods and services are purchased (gsold),
the income ig earned, or the transfer becomes due. This timing for recording
the counterpart finanecial asset (liability) furnishes the link betwean the
principles of wecording Ltransacticns in goods and services, flows of income
and transfers, on the one hand, and transactions in claims, on the other. Any
differences between the data in respect of the two groups of transactions which
arige cut of the differing principleg of recording and which are not accounted
fer in the trade credit and advanceg, should be entered under the categories
for other miscellaneous claims of the classification of claims. TIn addition
to these differences, there may be statistical discrepancies between these

data. Tt will be useful to indicate the amount of the gtatistiral discrepancies.
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CHAFTER VI, HE STANDARD ACCOUNTS AND SUPPCRTING TABLES

1. This chapter sets out and describes tne standard accounts and supporting
tables of the system. The acccunls and tables are shown in the annexes te this
chapter. Alsc appended to this chapter iz a table listing the transactions
delineated in the accounts and tables and the codes which are uniformly utilized
to ddentify these transactions. The ftext of thrs chapter describes the place

of the accounts and supporting Tables in the sysbtem and the character of,

and relationghips between, these tabulationg.
A. Purpose of the Accounte and Tables

a. Accounts

2. The accounts of Annex T arc designed to serve a dual purpose. They are
intended as a meang of deseribing the sgtructure of the system in addition %o
the matrices employed for this purpose in Chapter II. They are also

designed to furnish guidance ag to the presentation of the main seriesz of

data of the system g0 that attenticn is focusgsed con the web ol relationshaps
between transactions. These interconnexions are definitional and econcwic in
character; and relate to transactions between scctors of an economy, as well as
betweea the facebts of the experience of a given class of transactors.

Certain acccunts may be of interest more as s descripbtice of the struciure of
the system than as a meang of presenting data, e.g., some ol the Claszsg IT
accounts. Other accounts are likely to be valued from both points of view,
e.g., the Class IIT accounts.

3, 1In order to ubtilize the accounts to present data for a succesgion of years,
the debit and credit sides of the varicus sccouats wmight form two halves of a
table, arranged side-by-side. Alternatively, the credit and debit sides of
the varicus accounte misht form the upper and lower halves of a table,

regvectively. In this case some rearrangement of the entraes in the account,

in particular, the balancing item, may be reguired,
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b. Supporting Tables

4. The supporting tables of Annex III Tollow from the accounts and the
cilagsifaications of the system. The tablesg are designed to indicate the data
of the full system which are of interest analytically, but which can ncot

be appropriately shewn in the form of accounts.

5. TIn a number of instancesg, the tables call for clagsification of a given
flow according to the characteristics of the transactors and/or the constituent
trangacticons. For example, the gross domestic product at market prices and
the components of this aggregate are to be classified according fto the kind
of economic activity of the classes of the producers in the system. Or, the
cost structure of the consumpiion expenditure of general government is to

be classified according te purpose. In these iaostances it is of particular
interest to present the sgeries of data for a number of years. In other cases,
the tablesg are designed to show the income and cutlay or the capital finance
accounts of the gystem for sub-gecbors, e.g., for the gub-divigiong of general
government or for Che monetary system. Tables of this type are also suggested
in order to present data for the combination of the institutional sub-ssctors
into the private and public sectors. In these instances also the data should
be made available for a series of years. In still other tables, attention

ls focusgsed con the interrelations bhetweea the accounts, and the categories

of transactions on these accounts, of the agents n the esccnomy. Examples of
these tables are the inpub-output and flow-of-funds tables. Alsc included

in Appnex IT are tables on flows of the production accounts of the system in

congtant prices and on employment.

L. Use of the Tables and Accounts

6. The wealth of data proposed an the tables are intended to serve a wide
range of uges. Part of the serieg will be of interest to obgservers of

general esconomic conditions. Other series are directed toward meeting

the requirements of deeper analysis of economic trendg. Still other series
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will be of interest primsrily to specialists.
7. The priorities with which the various series of data are reguired and

may be compiled alsc differ. Moreover, the data proposed in some of the

tables, e.g., the input-output tables, may not be urgently required or

feasible tc compile annualily in the case of a number of countries. It will
therefore be of wvalue to furnish guidance in respect of the types of uses

the various series are designed to serve and the periodicity and priorities

with which the series might be compiled nationslliy. ¥For purpoges of international
reporting, once a revised SNA is adopted, it will ke necesgary to make selectlons
from the supporting tables, as well as amcong the accounts, in the light of

the availlability of data, nationally and the requirements for information and

the poggibilities of publication, internationally.

8. In devising the supporting tables, more abtention has been devoied to
indicating the series of data which might be presgented than to suggesting the

way in which the series might be arrayed into tables. The manner in which

the series of data would be organized into tables for publication or other
presentations, nationally and internationally, will of course depend cn the

data available for presentation and the purposes for which and the format in

wnich the data are being released.

C. The Accounts
9. The sgtandard accounts of the system consist of three classes of accounts.
The Class I Accounts are the national accounts. In the Class II Accounts,
Account 1 of the national accounts is deconsolidated into the constituent
production, consumption expenditure and capital expendliture accounts. The
clagses ubtilized are categories of commodities and categories of transactors.
In the Class IIT Acccunts, the income and outlay and capital finance accounts
of the naticnal accounts are deconsciidated into accounts for institutional
gectors. The way in which the transactions recorded on the Class II or Clasgs IIT
accounts consolidate to the national sccounts is shown in the ftable presented

at the beginning of Annex I.
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a. The Consgolidated (I) Accounts

10. The Class I Accounts for the nation as a whole furnish a summary of the
structure and transacticns of the system. The five accounts of the system -
producticon, consumption expenditure, income and cutlay, capltal expenditure
and capltal finance -~ are summarized; and the system ie closged by the account
on the external transactiong of the naticn. The Class I Accounts focus

on the main aggregates of the system, for example, the gross domestic product,
national disposable income, gross investment. The capital Finance account is
divided into two in order to indicate firstly, the character and sources of
fainance of gross investment and secondly, the transactions in claims which
gre involved. The external transacticns account is also sub-divided in order
to distinguish transactions on current (production and income and outlay}
accounts and transactions on capital {capitel finance) accounts.

b. The Production, Consumption Expenditure and Capital [xpenditure (II) Accounts
11. The Class IT Accounts consigst of: (i) the A Accounts, on lLransactions in
commodities; {ii) the B Accounts, on the transactions of industries on the
production and capital expenditure accounts; (iii) the ¢ and D Accounts,
which relate to the fransactions of the services of general government and
private non-profit institubions, respectively, on the production, consumption
expenditure and capitel expenditure accounts; and {iv) the E Account, in
respect of the transactions of households on the congumpticn expendature
account.

12. The B Accounts will be classifred according to kind of industry and the
A Accounts are o be sub-divided according to the characteristic products

cf each of these industries. In order to keep the number of A and B Accounts
mahageable, a small number of major classes of industry, perhaps 5 or 6
classes, might be utilized for thls purpose. Classes of this type might

be agriculture, forestry and fishing: mining, manufacturing and electricity

. . . . . 1
and gas; constructicon; transport and distribution; and services.™ TIn some

1/ Categories 1-3, 4-13, 1k, 15-16, and 17-22 excluding 21 of the Interim
Clasgification of Kind cof Economic Activity.
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cages, for example the developing countries, it may be of value to distinguish
mining as a Separate class.

15. The A Accounts gshow the origin of the supply of commodaities in domestic
production and imports and the absorption of this supply into intermediate

and final uses. The B Accounts delineate the compconents of value added and

the intermediate congsumption of the various industries, on the one hand, and
thelr gross output in terms of commodity-maix, on the other.

. The crtrice in the A and B Accounts for the various categories of cormodities
and industries are valued at producersg'® prices inclusive of commodity taxes,
i.e2., domestic transport and distribution margins on the flow of commodities

to intermediate and final uses are recorded in the commodity and industries
accounts in respect of transport and distributicn. This is the approach

taken in the system and 1s basic to the linkage between the commodity and
industry accounts, on the one hand, and input-output Tables 2 and 3 of fanex IT,
on the other.

15. The capital expenditure accounts for the various categories of

industries for which B Accounts would be established, will show the gross

Tixed capital formation and increases in inventories of lke establishments
classified to these industries. The entries are to he valued at marketb

prices.

16. The production accounts in the C and D Accounts show the cost structure of
the services of general government and private non-profii organizations,
respectively, on the one hand, and the financing ol these costs through own
consumption expenditure and sales to other secitors, on the other hand. An
element in the gross inpubts intc general government sgervices i1s direct purchases
abroad on current account. The remainder of the diyect purchases abroad by
general government services, 1.e., on capital account,are entered in the

cep ital expenditure account. The entries on these accounts are all valued at

purchase (sales) prices.
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17. The consumption expenditure account for houscholds, the E Account,
complete (close, in a sense) the deconsclidation of the product and
expenditure account for the natlon. The account shows the household purchases
from industries, from the services of general government and private non-profit
organizations, and directly abroad. Since direct purchases of non-resident
households in the domestic market are included in the first three categories
of transactions, an entry is provided on the account in crder to segregasle
this element of exports of goods and services.

c. Income and Outlay and Capital Pinance (III) Accounts

18. Income and outlay and capital finance accounts are shown for each of the
institutional sectors into which the economy has been divided - non-financial
corporabe and quasi-corporate enterprises, financial institu ilonsg, general
government, private non-profit instiftutions serving households, and households,
ineluding most private unincorporated enterprises. As in the case of the
Class II Accounts, the Class III Accounts indicate the classes of transactions,
as well as transactors, on these accounts.

19. Operating surplus is brought down from the production accounts to the
income and outlay accounts of the appropriate ingtitutional sectors and is
partially transferred in these accounts as entrepreneurial and property
incomes to resident sectors and to non-regidents. Added to the receipts of
property and entrepreneurial income by residents are the incomes of this

type received from abroad. The other flows from the production accounts to
the income and outlay accounts are compensabion of employees to households,
reduced by such payments to non-residents, indirect taxes and subsidies.
Resident households alsc receive wages and salaries from abroad. The income
which the institubional sectors derive from production is redistributed in

the income and outlay accounts in the form of various types of Lransfers; and
the appropriation of dispcosable income to consumption expenditure and saving

is shown.
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20. BSaving 1s the link between the income and outlay and the capital finance
sccounts. Provisions for the consumption of fixed capital and the two components
of gross capital formation are brought to the capital finance account from

the production and capital expenditure accounts, regpectively. The capital
Tinance accounts also show net capital transfers received, which together with
saving and provisions for the consumption of fixed capital, wmake up the

sources for Tinancing gross investment. Net purchases of land, other non-
reprodvcible tangible assets and intangible assets unwmatched by liabilities,

and net lending, in additiocn to gross capital formaticn, make up gross lonvestment.
Recorded lastly in the capital finance accounts are the transactions in

financial assets and liabilities, which consolidate to net lending.

D. The Supporting Tables

2l. The tables in Annex I1 are arranged according to the accounts the series
cf which they supplement. In a later version cf the document on the revised
SNA relatively detailed explanatory notes will be added in respect cf the
tables.

a. Tables Relating te the Production, Consumption Expenditure and Capital
Expenditure Accounts

22. The tables referring to the production, consumpticn expenditure and
capital expenditure accounts deal with flows in current and congtant prices.
Also included is a table on employment. The employment covered should be

the persons engaged in domestic productiion.

23. The tables in current prices relate %o the classification of (i) value
added and grosg capltal formation cof the three classes of producers according
to kind of economic activity, (ii) the consumption expenditure of households,
private non-profit organizations serving houscholds and general government
agencies according to object or purpose of expenditure and (iii) the input-

output tables of the system.
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2. Table 1, on value added, also calls for the classification of the
components of value added by kind of economic activity of the producing

unit. Table 7, on gross capital formation, provides for separate series on

the increage in inventories and the fixed capital formation of the owners of
these assets, and the clagsification of these outlays according to type of

good, in addition to the kind of activity of the establishment-type unit invelved.
25. Congistent clagsifications according to purpose or object of expenditure
are employed in Tables 4, 5, and 6, on the consumption éxpenditure of general
government, privalte non-profit organizations and households. TFor want of
adequate separate data it may be necessary tc combine data on the consumpticn
expenditure of the private non-profit institutions and households into a

single table. TIn addition to consumption expenditure, Tables 4 and 5 indicate
the structure of the gervices produced by general government and private ron-
profit organizaticns serving households.

26. Tables 2 and 3 are the input-output tables of the system. Table 2 details
the commodity (A) accounts of the Class IT Accounts, except that the pricing in-
Table 2 is at producers' prices exclusive of net commodity taxes. Table 3
details the industry (B} accounts of the Class II Accounts. In the case

of Table 3, net commodity taxes are shown but are separated from the rest of
the preducers! price. Yor input-outpobt angliysis it is desirable to utilize
producers' prices exclusive of net commodity taxes. However for other purposes,
for example, estimation by means of the commodity flow apprcach or the
compilation of commodity balances, the usge of producers' prices or even

market prices would be appropriate.

27. The tables dealing with data in constant prices call for similar, but

less detalled, information ag compared to the tables on data in current prices.
Input-~output tables in ceoastant prices are not suggested. In addition, Table

8 relates to data in constant prices on the gross domestic product classifisd
according to type of expenditure; and Table 15 concerng imports and exports

in constant prices clagsified according to the industries where they are

characteristically produced.
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b. Tables Relating to the Income and Cutlay and Capital Finance Accounts

28. Tables 16 through 24 of Annex II are supporting tables tc the income

and cutlay and capital Tinance accounts of the system.

29. Tables 17 and 15 call for sub-division of the income and outlay of
general government and hougeholds, respectively, according to sub-sectors.
Tables 20 and 21 relate to data in respect of the capital finance accounis

of the detailed sub-sectors of the system. Takle 20 concerng gross invegtment,
i.e¢., the first half of the capital finance account; and Table 21 covers
transacticng in elaims, 1l.e., the second hall of the account. In Table 23,

a consolidated capital account is shown for the monetary system.

30. Table 1€ sets out the national income at market prices and indicates

the contributicns of domestic factor incomes and net receipts of property and
entreprensurial income from the rest of the world to the national inconme.

Thig table alsgo shows the incomes from producticn and the digposable income

of the private and public sector. Table 22 consists of capital finance accounts

tfor the public and private sectors.

31. Table 18 deals with selected outlays of the consolidated general govern-
ment secter ', e.g., consumption expenditure, grosgs capital formation, current
and capital transfers, loans. Table 2h gives the income and outlay and
capital finance of non-financisl corporate and quasi-corporate enterprises,
clagsified according to kind of economic activity.

c., All Accounts

32. The last supporting table provides details in respect of external transactions,

supplementing the corresponding account in the national accounts.
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Table 1. The Coding of Transactions in the Standard Accourts

and Supporting Tables

1. Bupply of goods and services
1.1 Gross output of industries, i.e., commodities
1.1i, Characteristic products of gpecified industries produced
by these industries
1.1ii. Characteristic products of specified industries produced
by other industries
1.1iii. Other products of gpecified industries
1.2 Gross output of commedities by general government services
1.%5 Gross output of other goods and services by general government
1.4 Gross output of commodities by the services of private non-profit
organizations serving houscholds
1.5 Gross output of other goods and services by private non-profit
organizations serving households
1.6 Imports of commodities and direct purchases abroad of general

government services and resgident households

1.6.1.  TImports of merchandise, c.i.f.
i. Imports, f.o.b
11. Freight and insurance pald fto non-resldents

iii. Freight and insurance paid to resident industries

1.5.2. Transport and communication
1.5.3. Insurance service charges
1.6.k. Direct purchases abroad by resident householcs

1.6.5, Direct purchases abroad by general government services

1.6.6. Other goods and services



1.9

Uses
2.1
2.2

2l

2.h
2.5
2.6
2.7

Uses

5.1

3.2

3.3

3.6
3.7
3.5
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Gress output of geods and services
of commodities
Commodities consumed, indusbtries
Commodaties consumed, general government services
Commodities consumed, serviceg of private non-profit organizations
serving households
Commodities consumed, households
Increase in inventories
Gross fixed capital formation
Exports of commodities and darect purchases on domestic territory by
non-residents
2.7.1. Exports of merchandise, f.o0.b.

2.7T.2. Transport and communicatilon

2.7.5. Insurance service charges

2. 7T.4. Direct purchases in domestic market by non-regident
households

2.7.5. Direct purchases in domestic market by exbtra-territorial
organizations

2.7.6. Other goods and services

of other goods and services and consumption expenditure
Household purchases of current goods and services from general
governmant services
Houszehold purchases of current goods and services from private non-
profit crganizationg serving households
General government purchases of current goods and services from
private non-profit organizations serving households
Household consumption expenditure
Congumption expenditure, private non-profit corganizations serving
households
Private consumpticn expenditure
General government consumption expenditure

Private consumpbion expenditure in the domestic market
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L, Value added

h.1
h.2
4.3
L.y
h.5
4,6
b
4.8
5:1-5.9
5.1
5.2

5.5
5.k
5.5
5.6
5.7
5.9
5.10-5.13
5.10

5.11
5.12

5.15

Compensation of employees payable

Operating surplus

Consumption of fixed capital

Indirect taxes

Subsidies

Gross demestic product at market prices

Gross domestic product at factor incomes

Net domestic product at factor incomes

Employee, entrepreneurial and property incomesg:; and national income
Compensation of employees recelvable

Entrepreneurial income of government enverprises and/or private
unincorporated enterprises

Property income payable

Property income receivable

Property and entrepreneurial income payable

Property =and entrepreneurial income receivable

Property and entrepreneurial income recelvable, netb

National income at market prices

Cagualty insurance transactions

Net cagualty insurance premiums payable, i.e., premiums reduced
by the serviece charge

Casualty insurance claims payable

Net casualty insurance premiums receivable, i.e., premiums reduced
by the service charge

Casualty insurance claims receivable



6.1-6,11

6.1
6.2
6.3
6.4
8.5
5.6
6.7
5.8
6.9
6.10
6.11

6.15-6.18

Te

6.15
6.16
6.17
5.18
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Clasgification of current transfers other than property and
entreprencurial income

Socilal security contributions

Cther direct taxes on income

Compulsory and nominal fees and fines

Social security benefits

Other social assistance payments

Current transiers, n.e.c. to residents

Current transfers, n.e.c. to non-residents

Current transfersg, n.e.c. to regidents and non-regidents
Current transfers, n.e.c. from residents

Current transfers, n.e.c. from non-regidents

Current transfers, n.e.c. from residents and non-residents
Current transfers cther than property and entreprenesurial income;
and disposable income

Other current transfers payable

Other current transfers receivable

Other current transfers receivable, net

Disposable income

Balancing itemg and transactions on capital account n.e.c. other than

financial claims

Saving

Surplus of the nation on current account, as debit
Surplus of the nation on current account, as credit
Vet capital formation
Purchages of land, net

Capital transfers received, net

Net purchases of non-reproducible tangible assets except land,

£.8.; 8T8
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objects, antigues, and of intangible assets except financial
claims, e.g., mineral projects, leases, patents, copyrights
7.8 Net lending , as debit
7.9 Wet lending, as credit
7,10 Capital transfers made
Transactions in financial claims: 8. Financial assets; 9. Iiabilities

Foreign claims

1. Net acquisitions of foreign financial assets; Net incurrence of
foreign liabilaties

2. Foreign assets: Gold and foreign exchange, Forelign liabilities:
currency, deposits and central government bills and bonds
maturing in less than one year held by non-residents

3. Other forelgn financial assets; Other foreign liabilities

National claims

L, Currency and transferable deposits

5. Other deposits in resideni instrtutions by resident sectors

& Bills and bonds with maturity of less than one year

T, Fonds with a maturity of wmore than one year

8 Corporate equity securities, including capital participaticns

9. Other lcans, short-term

10, Other lcans, long-term

13, Net equity of households on life insurance actuarial reserves
and on pensiorn funds

12. Proprietors’ net investment in quasi-corporate private enterprises

13, Proprietors’™ net investment in government enterprisesg considered

to be quasi-corporate
1h, Trade credit and advances

15. Other domesbtic claims
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ANNEX T
THE STANDARD ACCOUNTS
Page
Connexions Betwegen Entries in the I Accounts and Entries in the II 1
or III Accounts &
I Consoiidated Accounts for the Nation 17
Account 1. Domestic product and expenditure
Account 3. Netional disposable income and its appropriation
Account 5. Capital transactions
Account 6, External transactions
1T Production, Consumption Expenditure and Capital Expenditure Accounts 179
A, Commodities (illustrative account for b. Characteristic products of
mining, manufacturing, and electricity, gas and water sUpply) 179
Account 1. Production account
B, Industries {illustrative accounts for b, Mining, manufacturing and
electricity, gas and weter supply) 180
Account 1. Production account
Account 4, Capital expenditure account
C., General Government Services 181

Account 1. Production account

Aecount 4. Capital expenditure account
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=

Services of Private Non-Profit Organizaticns Serving Households
Account 1.  Production account

Account 4. Capital expenditure account

Households

Agcount 2, Consumption expenditure account

Inccme and Cutlay and Capital Finance Accounts
Non-Financinal Enterprises, Corporate and Quasi-corporate
Account 3. Incore and outlay account

Account 5. Capital finance account

Financial Institutions

Account 3. Income and outiay account

Account 5. Capital finance account

General Government

Account 3.  Income and cutlay account

Account 5. Capital finance account

Private Non-Prefat Institutions bServing Households
Account 3.  Income and outlay account

Account 5. Capital finance accountk

Househelds, including Selected Private Unincorporated Non-Financial
Enterprises

Account 3. Incene and outlay account

Account 5. Capital finance account

Page

182

183

18k
184

185

187

189

190
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Connexiocns Between Entries in the I Accounts and Entries in
the IT or ITI Accounts

(A or B before suwmation si1gn indicate summation over sub-classes of Accounts IT A
or IT B; n signifies summation over pertinent accounts A or B of the I1 Accounts
and N indicates summation over pertinent 11T Accounts. )

Congolidated (I) Accounts

Compensation of employees

Operating surplus

Consurption of [Fixed
capital

Indirect taxes

Tess Subsidies

Private consumption
expenditure

General government
consunption expenditure

Tncrease 1n inventories

Gross fixed capital
formation

Exports of goods and
services

Imports of geoods and
gervices

Gonsolidated (I) Accounts

Private consumption
expenditure

General govermment
consumphlon expenditure

saving

Operating surplus

Compensation of employees

Accounts 1, 2 and 4

H

c-1.

WA A W
I

—

e

o
(RO RN

na

1.

e =
N =Y

Ny~

G

N1 =3

[0

Production,
and Capital

BEn l.4.1 +
En 1l.4.2
B 1.4.3 +
B=n L1.h.k +
B 1.b.5

D 1.3.5 + B
C1l.3.7

A-n 1.2.5 =
A-m L.2.6 +
clh.2.6+D
e LL2.7 +
L 1.1.6 +
E2.1.5 - C

Accounts 9 and 5

Al

| aasl FO I e

Consumption Expenditure
Formation {IT) Accounts

ci.k.1 4+ D 1.b.2

¢ 1% 4+ D 143
¢ L.hL + D Lok o+ 3.k
2,51

Bmn 4.2.5 + ¢ L.2.5

O h.2 611 = B-n h.2.6 +
.26

(-E 2.2.7)

C 1.1.0 + ¢ h.2.601 +
3.4,k

Tncome and Outlay and Capital Finance
(ITI) Accounts

D 3.5.9 +F

5.5k
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Accounts 3 and 5 (cont'd)

Consolidated (I) Accounts Inceme and Outlay and Capital Finance
{I1I) Accounts

Property and entre-
preneurial income from
the rest of the worlid,

net 1 5.5.7 = =N 3.5.4 =N 3.5.35 + C 3.5.2 + E 3.5.2
- A 3.5, - B3.5.2
Tndirect taxes s 3,44 = ¢ 3,44
Lesg subsidies s 3.4.5 = -C 3.4.5
Other current Ltransfers
Traom the rest of the
world, net s 3.6.17 = =N 3,5.13 + B 3.5.12 - =N 5.5.10 -
B 5.5.11 +=credit N 3.6.n - =debit
N 3.6.n
Increase in inventories : 5.2.5 = =N 5.2.5
Gross Tixzed capital
formation ¢ 5.2.0 = =N 5.2.6
Net purchases of non=-
reproducible tangible
assets except land and
intangible assets except
flnancral claims, Trom
the rest of the world 5 7.7 = =N 5.7.7
Net lending to the rest of
the world : 5.7.8 = =N 5,7.8
Saving 5.7.1 = =N 5.7.1
Consu.mption ol {Tixed
capital ¢ 5.4.3 = =N 5.0h.3
Capital transfers from the
rest of the world, net : 5.7.6 = =N 5,7.6
et acquisition of foreign
financial assets s 5.8.1 = =N 5.8.2 +=N 5.8.3
Net lending to rest of the
world 1 5.7.9 = =N 5.7.9

Net I1ncurrence ol foreign
liabilities : 5.9.1 = =l 5.9.1 +3W 5.9.2 +=N 5,9.3
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T.o COTSCLIULTSD ACCUL "L &7 70 1o
Account 1. Domestic product and expenditure
1.4.1 Compensation of employees 1.3.6 Frivate consumption expenditure
(3.5.1%+6.14.1) (3.2.6)
1.4.2 Operating surplus (3.4.2) 1.3.7 General government consumption
1.4.3 Consumption of fixed capital expenditure (3.3.7)
(5.1.3) 1.2.5 TIncrease in inventories (5.2.5)
1.4 Tndirect taxes (3.4.4) 1.2.6  Gross fixed capital formation
1.k.5 Less subsidies (3.4.5) (5.2.6)
1.2.7 Exports of goods and services
(6:2.7)

1.1.6  Less imports of goods and
services (-6.1.6)

i
Gross domestic product at markel, prices Expenditure on the gross domestic product
at market prices

Account 3. National disposable income and its appropriation

3.3.6 Private consumption Operating surplus (1.4.2)
expenditure (1.3.6) Compensation of employees

3.3.7 General government consumptbion (1.h.1%+6.5.1)
expenditure (1.3.7) Property and entrepreneurizl

2.7.-1 Saving (5.7.1) income from the rest of the
world, net (6.5.6-5.5.5)

Qb Indivecet taxes (L.h4.4)

J4.5 Less subsidies (1.4.5)

6.1 Other current transfers from the
rest of the world, net

(6.6.16-6.6.15)

Appropriation of national disposable National disposable income
income )

K
25

W OAH
anAV]

AN
1
-1

WU AN

Account 5. Capital transactions

5.2.5 Increase in inventories (1.2.5) 35.7.1  Savang (3.7.1)

5.2.6 (ross fixed capital formation 5.4.3 Congumption of fixed capital
(1.2.6) (1.4.3)

5.7.7 DHNet purchages, non-reproducible 5.7.6 Capital transfers from the rest
tangible assets except land of the world, net (6.7.6)

and intangible assels except
Tinancial claims, from the rest
of the world (6.7.7)

5.7.8 Net lending to the rest of the
worid (5.7.9)

Gross investment Finance of gross investment
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5.8.1 Net acquisition of foreign
financial assets (6.8.1)

5.7.9 Net lending to the rest of the

world (5.7.8)

5.9.1 Net incurrence of foreign

lisbilities (6.9.1)

Net acduisition of foreign financial
assets

Net incurrence of foreign liabilities
plus net lendaing

Account ©. External transactions

Currcn®
6.2.7 Exports of goods and -
services (1.2.7)
6.5.1 Compensation of employees from

the rest of the world {3.5.1%)

6.5.6 Properby and entrepreneurial income

from the rest of the world
(3.5.7+6.5.5)

6.6.16 Other current transfers from the
rest of the world {(3.6.17+
6.6.15)

rancacticns

6.1.6 Imports of goods and
services (-1.1.6)

6.4.1 Compensation of employees to
the rest of the world (i.h.1%)

6.5.5 Property and entreprencurial
income to The regt of the
world (6.5.6-3.5.7)

6.6.15 Other current transfers to
the rest of the world
(6.6.16-3.6.17)

6.7.3 Surplus of the nation on
current transactions (6.7.2)

Current receipts

Disposal of current receipts

Capital transactions

6.7.2 Surplus of the nation on current
transactions (6.7.3)

6.7.6 Capital transfers Trom the rest
of the world, net (5.7.6)

6.9.1 Net incurrence of foreign
liabilities (5.9.1)

6.7.7 Net purchases, non-reproducible
tangible assets except land
and intangible assets except
financial claims, from the
rest of the world (5.7.7)

6.8.1 Net acquisition of foreign
financial assets (5.8.1)

Receipts

Disbursements
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IT. PRODUCTIION, CONSUMPTION EXPENDITURE
and CAPITAL FORMATION ACCOUNTS

A. Cormodities

(Illustrative Account for b. Characteristic Products
of Mining, Manufacturing and Electricity, Gas
and Water Supply)

Account 1. Production account

D 1l.1.11 Industrial commedities frow  b.l.2.1 Consumption, industries
domestic industrial (B n.l.2.1%)

i cbele1.11 .
activity (B.b L.11) b 1.2.2 Consumption, general govermment

b 1.1.11i1 Industrial commodities from services {0 1.02.8%)

other domestic industries . .
b.1.2.3 Consumption, serviceg of private

b 1.1.6 Trports of industrial non-profit organizations .
commodities serving households (D 1.2.3%)
1} Competibive imports

11) Complementary imports b.1.2.4 Consumption, houscholds

(E 2.2.4%)
5.1.2.5 In%p%gifzi%%ﬁnventories(B n. b, o, 5%
b.1.2.6 Gross fixed capital formation

(B n.b.2.6% + ¢ h.2.6% +

D b.o.6%)

b.1.2.7 Exports (1L.2.7%)

Total sunnls Totel use
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B. Industries
(Illustrative Accounts for b. Mining, Manufacturing and
Flectricity, Gas and Water Supply)
Accoumt 1. Production account
b 1l.2.1 Commcdities consumed 1.1 11 Characteristic products of
b l.4.1 Compensation of employees domestle industrial

(1.4 1%) activity (A.b. 1.1.1i)

b 1.1.1ii1 Other prcducts of domestic
industrial activity

o

1.4.2 Operating surplus (L.L.2%)

b 1.4%.% Consumpiion of fixed capital

(L.b.3%)
1.hoh Indirect taxes (3.h4.4%)
1.4.5 Less subsidies (3.4.5%)

oo

Gross input Gross outputb

Account 4. (Capital expenditure account

b 4.2.5 Increase in inventories held by b 4.4.3 Conswwmtion of Tixzed capital
domestic industrial (b 1.5.3)

7 n +#
establistments (1.2.5%) b 4.7.4 Net capital Tormation (b 4.2.5+
b 4.2.6 Gross fixed capital formation b bh,2.6 = b 4.k 3)
(1L.2.6%)

Gross domestlic capital formation Gross domestic capital formation
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¢, General Government Services

Account 1.

Production account

C1.2.2 Commodities consumed (Afn.1.2.2) C 1.3.7 General govermment consumption
di .

C 1.5.% Purchases from private non- expenditure (1.3.7)
profit organizations C 1.3.1 Sales to houscholds {E 2.3.1)
] ing household P A
serving households (D 1.5.3) C 1l.1.2 Commodities produced

¢ 1.1.6 Direct purchases abroad ol ) Own-account construciion
goods and services on current not covered as an
account {-1.1.6%) industry

¢ 1.4.1 Compensation of emplovees 11) Sales to industries
(L.L.1%)

¢ 1.4.% Consumption ol {ixed capital
(1.k,%%)

¢ 1.4.4 Indirect taxes paid directly to
general government agencies
(1.4 kg%)

Gross 1nput Gross value of services

Acoount L,

Capital expenditure account

C 4.2.5 Increase in inventories held by C 4.4.3 Consumpiion of fixed capital

general govermment services (¢ 1.4.%3)

(1.2.5%) ¢ L.7.% Net capital formation (C 4.2.5+
C 4.2.6 Gross [ixed capital Cformation ¢ h.2.6 - ¢ L.L.3)

(1.2.0%)

i) From domestic commodities

11) From direct purchases

abroad (-1.1.6%)

Gross domestic capital formabion Grogs domestic capital Formation
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D. Services of Private Non-Profit Organizations Serving Households

Account 1. Preoduction account

D 1.2.3 Commcdities consumed D 1.3.5 Private non-profit
{A.n.1.2.3) organizations consumption

D 1.%.1 Compensation of employees expenditure (1.3.6%)
(1.4.1%) D 1.3.2 Sales %o households (E 2.3.2)

D 1.4.3 Consumption of fixed capital D 1.3.3 $Sales to general government
(1.4.3%) services (C 1.3.3)

D 1.4.% TIndirect taxes paid directly to D 1.1.4 Commodity sales to industries

seneral government (1.4.4%)

Gross input Gross value of services

Account 4. Capital expenditure account

D 4.2.6 Gross fixed capital formation D L,k.3 Consumption of fired
(1.2.6%) capital (D 1.4%.3)
D L4,7.1 Net capital formation
(D b.2.6 - D L.4.3)

Gross domestic capital formation Grogs domestic capital formation
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E. Households
Account 2. Consumption expenditure account

E 2.2.4 Commodities consumed & 2.3.4 Household consumption

(A n.1.2.14) expenditure (1.3.6%)
B 2.3.1 Purchases from general

government services (C 1.3.1)
E 2.3.,2 Purchages from private non-

profit organizations (D 1.%.2)
E 2.1.6 Direct purchases abroad by

resident households (-1.1.6%)
E 2.2.7 Less purchases in the domestic

market by non-resgident
households (~1.2.7%)

Gross value of outlays Household consumption expenditures
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ITI. INCOME AND CUTTAY AND CAPITAL FINANCE ACCOUNTE
A, TNon-Financial Enterprises, Corporate and Quasi-corporate

Account 3. Income and outlay account

A 3.5.2 ZEntrepreneurial income of quasi- A 3.4.2  Operating surplus (3.h.2%)

c orat t ise
Orporate enterprises A %.5.4  Income from property

A 5.5, Property come payabl
5-9.3 ¥ v Pay ¢ A 3.5.,13 Casualty insurance claims

A 3.5.10 Net casualty insurance premiums recgivable

A 3%.6.2 Direct taxes on income

A 3.6.8 (urrent transfers n.e.c. made,

net
A %.7.1 BSaving of incorporated enterprises
(A 5.7.1)
Disbursements Receipts

Account 5. Capaital finance account

A 5.2.5 Increagse in inventories (5.2,5*) A5.7.1 Saving of incorporsted

A 5.2.6 Gross fixed capital formation enterprises (A 3.7.3)
(57265

A 5.7.5 Purchases of land, net A 5.3 Co?éuﬁpgigﬁ of fixed capital

A 5.7.7 Purchases of other non-reprodu-
cible tangible assets and
intargible asgsets, net

A 5.7.8 Wet lending (A 5.7.9)

A 5.7.6  Capital transfers received, net

Gross investment Finance of gross investment
A 5.8.2 Gold and Toreign exchange A 5.7.9 Net lending (A 5.7.8)
(5.8.1%)}

A 5.9.1 Net incurrence of foreign
& 5.8.% Other fToreign Financial assets liab1lities (5,9.1%)

*
(5.8.1%) A 5.9.6  Bills and bonde, short-term
A 5.8.% Currency and transferable
deposits A 5.9.7 Bonds ., long-term

A 5.8.5 Other deposits A 5.9.8 Corporate equity securitiles,
A 5.8.6 Bills and bonds, short-term including capital participa-

A 5.8.7 Bonds, long-term tlons
A 5.9.9 Other loans received,
short-term

A 5.9.10 Other loans received, long-term

o

5.9.12 Proprietorg' net invesiment in
quasi-corporate private
enterprises (B 5.85.12%)

5.9.13 Net investment -in government
enterprises (C 5.8.13)

e
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A 5.8.8 Corporate equity securities, A 5.9.15 Trade credit and advances
including capital partici- recelved
pations A 5.0.15 Other domestic liebilitics
A 5.8.9-10 Other loans made
A 5.8.1k Trade credit and advances
extended
A 5.8.15 Other domestic financial
assets
Net acquisiticn of financial assets Net incurrence of liabilities plus net

lending

B. Tinancial Insgtitutions

Account 3. TIncome and outlay account

B 3.5.2 Entrepreneurial income of B 3.4.2  Operating surplus (3.k.2%)
private unincorporated .
institubions (B 3.5.2%) B 3.5.4  TIncome from property

B 3.5.12 Wet casualty ingsurance

B 5.5.3 Property income payable premiums Tecelvable
B 3.5.10 Net cagualty Lasurance B 3.5.13 Casualty insurance claims
premiuns payable
recelvable
B 35.5.11 Casualty insurance claims
payzable
B 3.6 Direct taxyes on income
3. Current transfers n.e.c. made,
net
B 35.7.1 Baving ol incorporated

enterprises (B 5.7.1)

Digbursements Receipts
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Account 5. Capital finance account

B 5.2.5 Tnerease 1n 1nventorieg (5.2.5%) B 5,7.1 Saving of incorporated

enterprises (B 3.7.1)
.2.6 fixed tal T b
Bo.2 GT?;SQ %i? capital formation B 5.4.3 Consumption of fixed capital
- (5.4.3%)
B 5.5 Purchases of land, net B 5.7.6 Capital transfers received,
B 5.7.7 Purchases of other non-repro- net

ducible tangible assets and
intangible assets, net

B 5.7.8 Net lending (B 5.7.9)

Gross 1lnvestment

Finance ol gross investment

B 5.8.2 Gold and forelgn exchange
(5.8.1%)

B 5.8.3 Other foreign financial assets
(5.8.1%)

B 5.8.4 Currency and transferable de-
posits of:
1} Monetary system
ii) Ofther Financial

ingtitutions
B 5.8.5 Other deposgits
B 5.8.6 Bills and bonds, short-term
B 5.8.7 Bonds, long-term
E 5.8.8 Corpeorate equity securities,
1ncluding capital
partliclpations
B 5.8.9 Other loans made, shorl-term:

1) Between instituticns of
the monetary system
ii) Other

B 5.8.10 Other lcans made, long-term

B 5.8.314 15 Other domestic financial
agsets

B 5.7.9
B 5.9.2
B 5.9.3

B 5.9.4

B 2.9.5

B 5.0.6
B 5.9.7
B 5.9.0

B 5.9.9

B 5.9.10

B 5.9.11

B 5.9.12

B 5.9.14-15

Het lending (B 5.7.8)

Currency issued by Central
Banlk and deposits of
non-regidents (5.9.1%)

Other foreign liabilities

(5.9.1%)

Currency 1issued by Central
Bank and transferable
depogits ol residents

Cther deposits of resgidents

B:xlls and bonds, short-term
Bonds, long-term

Corporate eqguity securities,
inciuding capital
rarticipations

Other loans received,
short-term

Other loans received,
long-term

Net equity of households on
life insurance actuarial
reserves and on pension
funds (B 5.8.11)

Proprietors? net investment
in unincorporated private
enterprises (E 5.8,12%)

Other domestic liabilities

et acquisgition of financial asgsels

Net incurrence of liabilities plus nei

lending
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C. General Covernuent

Aecount 3.

Income and outlay account

3.3.7

(9]

Consumption expenditure (3.3.,7)

0 3.5.3 Inlerest on public debt

C 3.5.10 Net casualty insurance premiums

G 3.4.5, Subsidies (=3.4.5)

C 3.6.4 Soclal security benefits

C 3.6.5 Other social assistance payments
(L3.6.5)

C 3.6,6 Current transfers n.e.c., to
other ssctors

C 3.6,7 Current transfors N.e.C. Lo
rest of the world

¢ 3.7.1 Saviog (C 5.7.1)

C 3.4.2 Operating surplus (3.4.2%)

C 3¢5.2 1ncome frow entrepreneorship

(4 3.5,2%)

¢ 3.5.4 Income from property
G 3.5.13 Casuzslty insurance clalus

recelvable
C 3.4.4 Tndirect taxes (3.4.4)

(1) ZImport duties

(11) Other indirect taxes
C 3.6.1 Socral security contributions
C 3.6.2 Other direct taxes on income
C 3.6.3 vompulsory and nominal fees

and fines
G 3.6.9 Current transfers n.e.c,

from cther sectors

C 3.6,10 Current transfers n.e.c.
frow the rest of the world

Dischburse.wnts

Recelpts

hecount 5.

Capital finance account

¢ 5,2.5 TInecrease in inventories (5;2,5%)

C 5.2.6 Gross fixed capital formation
(5,2,6%)

G 5.7.5 Purchases of land,net

¢ 5.7.7 Purchases of other non-
reproducible tangible asssats
arid intangible assets, nel

G 5.7.8 Net lending (C 5.7.9)

¢ 5.7.1 Baving (C 3.7.1)

¢ 5.4.,3 Consumption of fixed capital
(5.4, 3%)

C 5.7.6 Capital transfecrs received, net
(1) From other sectors
(i1) Trom the rest of the
world (5.7.6%)

Gross investment

Finance of gross investment
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¢ 5.8.2 Gold and foreign exchange{5.8.1%) ¢ 5.7.9 Net lending (C 5.7.8)

C 5.8.3 Other foreign financial assets
(5.8,1%)
C 52.8.4 Currency and transferable

deposits of:

( i) Central government
(ii) Other parts of sector

!

5.8.5 Other deposits

5.8.6 B1lls and bonds, short-—term
i. Central govermment lssues
iie. Local govermuent issues
iii. Corperate 1ssues

«

C 5.8.7 Bonds, long~term
1, Central government lssues
1l. Local govermnment issues
1ii. Corporate 1ssues

¢ 5.8.8 Ceorporate equity securities,
including capital pariticipa-
tions

C 5.8,9-10 Other loans made

¢ 5.8.13 Wet investment in government
anterprises considered
quasi corporate (4 5.9.13)

5:8,14~15 Other domestic financial assets

(]

C 5.9.2 Currency issued by Treasury
and central government
deposits and bills held by
non-residents (5.9.1%)

C 5.9.3 Other foreign liabiliaties
(5.9.13%)

0 5,94 Currency issued by Treasury
held by residents

C 5.9.5 Deposits ol residents

C 5.9.6 Bills and bonds, short-term
i, Central government 1ssues
il. Local government issues

C 5.9.7 Bonds, long~term
i. Central govermment 1ssues
ii. Local govermment issues

C 5.9,9 Other loans received,
short-term
1. Central government
ii. Local government

5.9.10  Other lcans received,
long=term
Central government
Local government

C 5.9.14-15 Other domestic liabilities

[@p!

Net acguisition of financial assets

Net incurrence of liabilities plus
net lending
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b. rrivate son-Profit Institutions Serving Households

account 3.

Income and outlay account

D 3.3.5 Consumption expenditure {3.3.6%) D 3.4.2 Uperating surplus (3.4.2%)
D 3.5.3 Interest paraile U 3.5:4 Incowe from property
D 3.5.10 Heso casualty insurance prendums D 3.5.13 Casualty insurance
D 3.6.3 Current transfers n.e.c. nade ¢clalas receivable
. i D 3.6.5 Other sociral assistante
D 3‘»731 f.;av:.ng (J.) Sa’?.l) paymemts (c 3a6c5%)
D 3.6.11 Current transfers n.s.c.:
roceived
Disbursements Recelipts
Aocount 5. Capital finance account
D 5.2.6 Gross Jixed capitel formation D571 vaving (D 3.7.1)
(5.2.6%) D 5.4.3 Consuaption of fixed capital
D 5.7.5 Purchases of land, net (5oda3%)
D 5.7.7 Furchases of other non- D 5.7.6 Capital translers received,
reproducible tangible assecs net
and intangible assets, net
D 5.7.8 Net lending (D 5.7.9)

Gross 1nvestuent

Pinance of gross investment

b 5.3.2 Golc and forelgn euschanre
{(5.5,1%)

D 5,8.3 Other foreign financial assets
(5.8.1%)

D 5.8.4 vurrency and transferakble
deposits

D 5.8.5 Other deposits

D 5.8.6 Bills and bonds, short—berm

D 5.8.7 Bonds, jong~term

D 5.8.8 Corporate equity securities,

including capiial participa-
tions

D 5.3.9=10 Uther domestic financial
and lbh=15 assets

U 5.7.9
D 5.9.1

Met lending (D 5.7.8)

Mot dreurrence of foreign
liabilities (5.9.13%)

D 5.9.9=-1C OUther loans received
D 5,9.14=15 Other domescic liabilities

Net acquisition of financial assetls

Wet incurrence of liabilatfies plus
net Tending
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E. Households, including Selected Unincorporated Pravate Non~financial Interprises

Account 3. Income and outlar account

E 3.3.4 Consumption expenditure (3.3.6%) § 3,,,2 Operating surplus (3.4.2%)
L 3.5.3 DProperty income payable E 3.5.1 Compensation of employees (3.,5.1)

L 3.5.10 Net casualty insurance premiums F 3,5,2 Income frouw encrepreneurship
of quasi-corporate

T 3.6.,1 Soclial securaity contraibutions .
enterprises(43.5,2%4B 3.5.2)

E 3,6.2 Other direct taxes on 1ncome

-

. 3.5.4 Income from propert
E 3.6.3 Compulsory and nominal fees property

and fines B 3.5.13 Casuvalty insurance claims
£ 3,6,8 Current transfers n,e.c mads £ 3.6.4 Social security benefits
E 3.7.1 Saving (B 5.7.1) B 3.6.5 COther social assistance
payments (C 3.56,5%)
L 3.6,11 Current transfers n.c.c.
received
Disbursements Recearpts
account 5. Capital finance account
T 5.2.5 Increase in inventories (5.2.5%) E 5.7.1 Saving (& 3.7.1)
E 5.2.6 Gross fixed capital formation E 5.4.3 Consumpticn of faixed capital
(5.2.6%) (5.4.3%)
5 5.7.5 Purchases of land, aet E 5.7.6 Capital transflers received,

) net
o 5.7.7 Purchases ol otbher non-

reprecducible tangible assets
and 1ntangible assets, net

E 5.7.8 Net lending (& 5.7.9)

Gross investuent Finance of gross lnvestment
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=

et

i

-l

5.8.5
5.8.6
5.8.7
5.8,8

5 05,8,9-10

5.8.1L

5.8.12

L 5.8.14

s

5.8.15

Gold and foreign exchange {5,3.1%) E 5.7.9 Net lending (E 5.7.8)

Other foreign financial assets

(5,8,1%)

Currency and transferable
deposits

Other deposits
bills and bonds, short-—term
Bonds, leng-term

Corporate equity securities,
including capital participa-
tions

Other loans made

Net equity of households on
11fe 1nsurance actuarial
reserves and cn pension
funds (B 5.9.11)

Proprietors! net investment
in gquasi-corporate privats
enterprises (4 5.9.12 +
B 5.9.12)

Trade credits and advances

Other domestic financial
assets

I 5.9.1 Net incurrence of foreign
liabilities (5.9.1%%)

E 5.9.9 Other loans receivedj
short-term

=

5.9.10 Cther loans recelved,
long=~term

=

5.9.14 Trade credit and advances
received

E 5,9.15 Other domestic liabilities

Net acguisition of financial assets

Net incurrence of liabilaties plus net
lending
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ANNEX IT

THE STANDAED TARLES

Production, Consumption Expenditure and Capital Expenditure Accounts

Current. Prices

Table

Table
Table
Table

Table

Table
an

b

Table
a.
b.

l-

2.
3.
b

Se

b,

Gross Domestic Product and Factor Incomes, by Kind of
Econcmic Activity

Supply and Use of Commodities
Gross Cutputs and Inputs of Industries

General Govermment Consumplion Expenditure, by Cost
Structure and Furpose

Consunption Expenditure of Private Non-Profit
Organizations Serving Households, by Cost-Structure
and Purpose

Composition of Household Consumption Expenditure

By type of expendilture

Household consumption expenditure in the domestic
markest, by object

70

Gross Capital Formation

By type of capital good

By kind of eccnomilc actavity

Constant Prices and Fmployment

Table

adﬂ
ba
Table

Tabie 10,
Table 11,

3.

Value in Constant Prices and Correlative Price Indexes,
Gross Domestic Product by Type of IExpenditure

Value in constant prices

Correlative price index numbers

9.

Gross Domestic Product at Constant Prices by Kind of
Fconomic Activity

fmployment by HKind of Economic Activity

General Government Consumption Expenditure at
Constant Prices, by Furpose

Fage

19k

197
198

199

2C0
201

202

203

20k
206

207
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Table 12.

Table 13,
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Consumption Fxpenditure at Constant Price of Private Non-
Profit Organizaticns Serving Households, by Purpose 208

Composition of Household Consumption Expenditure in
the Domestie Market at Constant Prices 2C9

&. By type of commodity
b. By object

Table 1k,

Composition of Gross Domestic Capital Formation at
Constant Prices 210

8, By type of cepital gcod

b. By kind of economic activity

Table 15,

Imports and Experts at Constant Prices, Classified
Acceording to Characteristic Products of Industries 211

Inccme and Cutlay and Capital Finance Accounts

Table 16,

National Inceome and its Distribution 212

&, National income at market prices

b. Distribution of income

Table 17.
Table 18,
Table 1G.
Table 20,
Table 21,

Takle 22,
Teble 23,

Table 24,

Income and Outlay of the Sub-Sectors of General
Govermment 214

Belected Qutlays of General Govermment, Consolidated.
by Purpose 216

Income and Outlay of Sub-Sectors of Households, In-
cluding Unincorporated Private Non~Financial Entep—

prises 217
Gross Investment of the Detailed Sub~Sectors 218
Financial Transactions of the Detalled Sub-Sectors 219
Capital Transactions of the Public and Private Sectors 220

Capital Transactions of the Monetary Sector,
Consolidated 22z

Income and Cutlay and Capital Transactions of Nore
Financial Corporate and Quasi-Corporate Enterprises,
by Kind of Econemic Activity 22k

A.. Accounts

Table 25.

External Transactions 226
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T  PRODUCTION' CONSUMPTION EYPENDITURE AND CAPITAL EXPENDITURE ACCOUNTS

A, Current Prices

Table 1. Gross Domestic Product and Factor Incomes,

by Kind of Deonomle Actlvity

— 7

i} 4t O o | Hdm niHE o H O Qf oo jtno
- :
Kind ol economic activity Ho1Q 5 | e 2la & 5 10 5| 858 185
=} rl_':ﬁ oG AT R Deed B ome b,
SR R L et sl @ - o | 2t R
w ijzt'-i pisto) i woH B D oD (2o
Hore a8 <l [ QI Lo T i B I [
L . < ﬁfm rdan I o = [N
Condensed ligt detailed e B EeE |8 R EET= Bl (R
: LS NP L Do
list R R N o b s
o m o or w S
mo
@]
Flow . - - 1.90p.1~t 4.6 b - Losih1 (L8 |42
- 25D

(12) (1b) (2)1(3) (&) (5) (&) (1) {(8)

a. nhdustries

Agriculture, Hunting,
Forestry, and Fishing

1. Agriculture, and 1.1,1.2
hunting

2. Porestry and logging 2, 1,2.2

5. Fishing E

Industrzal Activity

I, Mining and quarrying Gor,h.2.h.9,

k.L

5. Food, beverages and 5.1,%.2,5.3
tobacco

G. Textrles, wearing ap=- 5.1,56.2,0.3,
narel and leather 6.k
products

7. Wood and vood products 7.1, 7.2,7.3

8. Manufactures of rubber, ©&.1,0.2,8.3
chemicals, petroleum

and coal

9. Nen-metallic mineral 9.1,¢.2
products

10. Basic melal industries 10.1,10.2

1l. Metal products, i1.1,11.2
machinery and equip- 11.%,11.4,11.5
ment

2. Other manufacturing 12.1,12.2,
industries 12.5

L>. Flectricity, ges and i%.1, 13.2,
gstean, and water supply 135.3

Dther Goods
L. Construction 14

l/ See Table 1, Chapter IILI for description of categories ol the condersed and more
detailed 118t of kinds of economic actlvaty.
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Table 1. (Cont'd) Gross Domestic Product and Factor Incomes,
by Kaina of FEconomic Activity
. . Y
Kind of economic activity —
=y Qo O
eglguIRE grey (29 [ H gl EY
Condensed list More A A B T R LA T Lo S, 5
detarled | 57 [EH |257 B "3 158 | o8l 8T
Tist RS O I 1 N B
SR RS 1= [0 <o D
22 a7k 058"
S N
(g
2.1~
Flow 1.9 s boe jb.h w b5 | b b.8) 4.2
(12) (1b) (2) 13 1 () (5) (6) | (7] (8)
15. Transport and 19-1,15.2
cormunication services
16. Wholesale and retail 16.1,15.2,
trade, restaurants and 16.3,16.4
hotels, and storage
Services
17. Personal gervices i7.1,17.2,
17.3
18. Banking and insurance 10.1,18.2
19. Real estate and 19.1,19.2
husiness services
20. SBanitary and similar 20
community services
22, bocial, recreational ce.l, 22.2,
and related community 225, 22.5
services rest
“ )
Sub-Total b, Geferall|Covernment| Services™
Agriculture and Hunting,
Forestry and Fishing
1. Agriculture and hunting 1i,1,1.2
2. Forestry and logging 2.1 only
3. Fishing 3
Industrial Acitivity Perhaps 15.3
15. Transportation and com- 15.1 and
munication services perhaps 15.2

;/ See Table 1, Chapter III for description of categories of the condensed and
more detailed list of kinds of economic activity.

g/ Tntermediate consumption also i1ncludes Flow 3.3 and direct purcnasges abroad

of goods and services on current account.
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Table 1. {Cont'd) Gross Domestic Product and Factor Incomes,

by Kind of Economic Activity

Kifd ol economic activaty i/ i
- ;Q o jelye Nenl ml—ct C Qi O
More S S0 el 2R slob i Sg P olsd-
galgaagg | 2188 B | Qo faps
Condensed list detailed 'S o] m 0| ML w £on o So lrgime
11st | o g Rl o o 0 LSl E o ot
e LERleTs s 8 | BEREPE
* o ol Ho s 5 SEE R &
! (R Pt PRI S
! 8 h & 8 Fo
% of w H ’ ‘iw—g
Flow 11.9 Ei“ 4.6 hoh - hos by Balbe
|
(1a) (1) (2) [ 3) [ (W) (5) (@) |7 @)
Services |
20. Sanitary services and 20 T
similar coamuniiy
services [
21, Public administration 21.1,21.2, j
and defense 21.3,21.h,
21.5,21.6, |
21.7 ;
22. Sccial, recrealional 22.1,22.2, ‘
and related community  22.3,22.4,
services 22.5,22.0
Sub=-Total

¢, Services of Praivate Non-Profil Organpzations
Serving lousehblds

‘22, Social, recreational and 22.1,22.2,
and related community — 22.%,22.4,
services £0.5,22,6

i

\
|
b
i
TImport duties |
| -

ﬁotal

}/ See Tablc 1, Chapter IIT Tor description of categories of the condensed and
more detolled List of kinds of economic activity.
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2L 2. dupply and Use of Commodities

Supply and use of commodities {producer prices
exclusive of commodity taxes, net) -

TDomestie supply of commodities

Source of use or supply Characleristic products of industry:
o Flow (1|2 B b M.E,“.n.16.1qg,nﬂl6uh 17-22 except 21
1. Agriculture, : é i
ete. 5 |
. Forestry,etc. I ;
. TFishing ; E
1

1 Coal mining '
.2 Metal minaing

5pi Food manufac
turing :
5.2 Beverage }
industries
(More detailed
tist of Table 1}
16,1 Wholesale
and retail
trade

a

Groze output (Flawe 1.1,1.2,1.3,1.4)
according toc industry of production

17-22 Sevvices ex-

cept 21
Import duties h(a)
Imports Competitive
of commo- t
dities at !
OUTLF. Complementary
(Flow 1.6%)
Consumption, influstries 2.1

Consumption, general

. 2.2
government services

Consumption, serv.of
private non-profit 2.5
organ.serv.househclds

Consumption, househclds 2.4

Increase in inventories 2.5

Fixed capital formation, [2.61

industries

Fixed capital formation, 5.6
general government )
services

Fixed capital formation, |9 4141

serv.ol private ncn-
profit organ.serv. ,
households

Exports 2.

Use of domestic supply of comodities
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Table 5. Gross Outputs and Inputs of Industrlies

Gross output and input of industrien

Flow and classification  mm= 970197777755 cxcept o1

Gross output (Gross output at producer
of industries 'pPrices exclusive of

 Flew 1.1 lcommodity taxes, net

Commodity ftaxes, net

1 Agriculture and
hunting

2 Forestry and logging

3 Fisghing

4.1 Toal mining
4.2 Metal mining

5.1 Food manufacturing
5.2 Beverage industries
(More detailed list of
Tabie 1)

products (producer prices

15.1  Transport

15.2 Communications

16.1 Wholesale and retail
trade

Consumption of commodities (¥Flow 2.1.)
exclusive oi commodity taxes,net)of industried

Gross inputs of industries

Characteristic

17-22 gervices except 21

Commodity taxes, net

Compensation of employees iliw
Operating surplus )

Consumption of fixed capital L.3

Indirect taxes, net h.h-L. 5
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Table 4. General Government COHSumptloﬁ,Ekpendlture,
by Cost-Structure and Purposed/

i ! Commodaties Other i

Purpose of expenditure . consumed outlays
: : % land direct - less sales
* More de— 1Compem—!Consumpm[purchases I to house~ Con=
Condensed list tailed list > sation | tron  |abroad on | holds and tsumption
; of em~ lof faixed! current i sales of |  Ex-
: ployees‘capltal E account commodlties penditure
i r
iFlow | L 4.1 4.3 2.281.6.5% (3 3o 4 *)- 3.7
! , | t (1.2s 3.1)
L da) . Ub) () 1 @) 1 (4) (5) (6)
i ,
|

1
1. General services ' 1.1,1.2,1.3 5
2. Defenc 2 E
3. Research
4

. Bducation

._/

4. lé/ 4.2
| 4.
5. Health 5.12/,,5.2
| 5. 3,,,,,,,/
j 6.1
: 4

1
!
}
1 |
J | ,
i6. Social security ~/ | |
! and welfare
| services
7. Housing and C7.33T.2,7.3 |
communl ty
| amenities
8. Other community — 8.1,8.2
and social

. Bervices é/
9. Economic services . 392,
]

l
|
|

l
le,Unallocableg/
Total

For the classification according to purpose, see Table 2, Chapter III.

In addition, 1f feasible, data on the total consumption expenditure on research
should be furnished, rncluding such expenditure classified under other categories.
At least these categories of the more detailed list should be shown separately,

1f feasible.

It is desirable to compale data on the outlays and receipts of ihese

metriutions for food, beverages and tobacco, clothing, and medicines and
pharmaceuticals for individual use.

Includes consumption expenditures in connexion with disasters and other

calamities and consumption of fixed capatal which cannot be allocated to any of
the purpese categories listed above.

It would be desirable to compile data of the outlays on durable goods for
miiitary use.

i

S S
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Table 5. Consumption Expenditure of Frivate Non-Profit
Organizations Serv1n§i?ouseholds, vy Cost~
Structure and Purpos

% ‘ { Less sales
( : Consumption i to house- | Con-
Purpose of Expendlturesiggmizniitzzz of fixed ngg:g;gaes holdg snd ESump‘tlon
| pLoy capital general Fx—
governmenti penditure
! services
Flow i 4.1 4.3 2.3 3.2¢ 3.3 | 3.5
(1) o {2) (3) (4) (5) {6
1. Educaticn service 3 ; i
. Research and J
scientific ! ' i
institutes } ! |
£ !
3. Medical and 3 l : :
cther service ; ! ,
] t
4. Welfare service | g : | i
5. Recreation and ;
cultural services i : } '
1 ;
6. Religious, ; ' :
professional and E . i i
labour organiga-— : )
tions, etc. : f '
Total Z : ;
Of which: - iWon—durable
‘Semi—duﬁebl
‘Durabl %

1/

2/
3/

See Table 3, Chapter 111, for classification according to purpose.

Essentially commodities acguired for donation to households since most
purchases of dursble and semi-durable commodities will be for use by the
organizations themselves and will, therefors, be part of fixed capital formaiion.
Where educational institutions furnish boarding facilities and sociral clubs
furnish restaurant and bar facilitaies which 1% is not feasible to cover in
separate statistical units of the industries sector, supplementary data should
be compiled on the outlays and rsceipts for focd and beverages and shelter
included i1n the total cutlays and receipts of these institutions. It 1s
desirable to compile supplementary data on the expenditure and receipts of
medical and other health services and welfare services 1n respect of food,
beverages and tobacco, clothing, and medicines and pharmacsuticals for
industrial use.
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Table 6. Composition of Household Consumption Expenditure

E a. By type of expenditure ;

Ttem| Flow |
E 10 2.k |Commodities consumed by households
b2 i, Durable commodities
3 i Semi-dural:le commodibies
by Non-durable commodities
> !Services
b B.lt3.2 {Purchases from general government and private
' non-profit instilutions serving houscholds
!
i 3.5 Consumption expenditure of households in the
domestic market
I g 1.6.4 Direct purchases abroad by households
g p2.7.h Bess Purchases by non-yesidents in the domestic
i market
10 ! Z.L Household consumption expenditure (Items T+3+16)

b. Hougehold consumption expenditure in the domestic market,by'object;/

Condensed list

More detailed list

}. Food, peverages and tobacco 1.1,1.2,1.3 % |

2. Clothing, footwear and accessories { 2.1,2.2,2.3 i

3. Gross rent and fuel and light 3.1,3%.2

b. Furniture, furnishings, house- Lo, b2, b3, 0, |
hold equipment and house b.5

hold cperations 2/
Medical care and health expenses—

. 5»l;§n2;5«5;5~u |
5. Transport and communicabion 5.1,5.2,6.3
F. Recreation, entertainment and T.1,7.2,7.3

! cultural services
P. EducationZ /
5. Other goods and services™

i
i
]
i
|

9.1,9.2,9.3,0.4

Household consumption expenditure in
the domestic merket (Flow 3.8) ;

1

;/ See Table 1, Chapter IV for descraption and definition of the categories of the
condensged and more detailed lists.

g/ Supplementary data shculd be furnished on the amounts included for food,
beverages and tohacco congumed in restaurants, cafés and hotels,in hospitals, and |
in educational institutions and social clubf wherevey feasible, in order to

have estimates of the total outlays on these items. In the case of educational
institutions, supplementary data oa any payments included for lodging should be
compiled.
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Table 7. Gross Capital Formation

a. By type of capital goods 1/ ]

1. Dwellings

Brreding stock,dairy cattle,etc.
. Gross fixed capital formation (Flow 2.6)

9. Materials and supplies
10. Work in progress
11. Finished goods
12. Livestock except breeding stock,dairv cattie,etc.
13. Increase in inventories (Flow 2.5)
1L, Gross capital formation (Flows 2.6+2.5)

2. Non-residentaal buildings

E, Other construction . 2/
. Tand improvement and plantation development—=

5. Transport equipment

6. Machinery and other equipmentg/

7.

8

. By kind of economic activityi/

. . .. Gross Gross Increase
; - 4
Kind of economic actlyluv r—— capital Fixed in inven-
Condensed last I ore e formationlcapital tories
] tailed 1ist formation
Flow ' 2.6+2.5 2.6 2.5
(1a) I (1o) (2) {3) (1)

a. Industries

As in Supporting Table 1 except thatl the catego- !
ries ol the condenged ligt should e utilized
for Agriculture, forestry and fishing and the
Services. JInereases in inventories will not
apply 1o the Services.

b. General Government Services

As in Supporting Tabkle 1. Increases in

invenvories will apply to General government
services only.

jc. services of Private Non-profic g
Organizations erving Household:

o b

As in Supporting Table 1. Increases in
inventories will not apply.

Total

l/ For the definition of the categories, see Tables 2 and 3, Chapter IV.

2/ It may be desirable to show separately categories 4.1 and 4.2 and categeries

7

6.1 and 6.2.

3/ The classafication according to kind of economic activity relates to the cwner
cf the assets not the user.

E/ It may be desirable to sub-divide thig column into congtruction of buildings
and other projects: and machinery eduirment and other fixed capital formaticn.



B, Ccnstant Prices and Fmplcyment

Table 8. Value in Constant Prices and Correlative Price

indexes, Gross Comestic Product by Type of Lxpenditure
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a. Value in ccnstant prices

—
(g

1 em, Flow
| 1, 3.6 Private consumpltlon expenditure
i 2 \ 3.7 General government consumption expenditure !
‘ 3 E 2.6 Gross fixed capital formation
i Ly 2.5 Increase in inventories |
f 5 Consumption and gross capital formation
| 6 2.7 Exports of goods and services :
ﬂ 71 1.6 Less Tmports of goods and services
| g i L.t Cross domestic product at market prices
L 9 i 4.8 Net domestic product at factor incomes
i
| |
! b. Correlative price index numbers
Ttem| Flow

10| 3.6 Private consumption expenditure

11 B,Tl General govermment consumption expenditure

12 2,6J Gross fixed capital formation |

13 | Consumptzon and gress capital formation

T4 | 2.7) Ixports of goods and services

15 1.6\ Legs Imports of goods and services

|

b 16 4,61 Gross domestic product at market prices |
L 17 ' 4.8 !  Net domestic product at factor incomes :
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Table 9.

Gross Domestic Proeduct at Constant

Prices by Kind of Economic Activity;/

Kind of economic activity

Gross domestic

Gross domestic

Net domestic

fh, Construction

More detailed jproduct at product at preduct at
Condensed list list narket prices |factor incomes |factor
incounes
" Llow 2.10 2.11 2.12
(la) (1b) (2) (3) (L)
a, Indystries
Bgriculture, Hunting,
“orestry, and F¥Fishing
1. Agriculture and 1
hunting
2. Forestry and logging 2.1, 2.2
3, Fishing 3
Industrial Activity
L. Mining and quarrying L.l, 4.2,
4.3, b
5. Food, beverages and 5.1, 5.2,
tobacco 5.5
6. Textiles, wearing ap- 6.1, 6.2,
parel and leather 6.3, 6.4.
products
7. Wood and wood products (7.1, 7.2,
7.3
8., Manufactures of rubber, (8.1, 8.2,
chemicals, petroleum 8.3
and coal
9. Non-metallic mineral 2.1, 9.2
products
L0, Basic metal industries (10,1, 10.2
11. Metel products, machin- {11.1, 11.2,
ery and equipment 11,3, 11.4,
11.5
1.2, Other manufacturing 12.1, 12.2,
industries 12.3
13. Filectricity, gas and 13.1, 13.2,
steam, and water 13.3
supply
Other Goods
14

1/ See Table 1, Chapter III for description of the categories of the condensed and

more detailed lists.

(over)
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Prices by Kind of I.concmic Activ1tyl/
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Kind of economic activity

Condensed list

Gross domestic
hroduct at

More detailed harkel prices

Gross domestic
product at
Tactor incomes

Net domestic
product at
factor

and community services
Sub-total

22, Social recreational and
related community
services

mport duties

1list incomes
Flow 2.10 2.11 2,12
(la) (1b) (2) (3) (4)

15. Transport and 15.1, 15.2

communication

SEervices
16. Whelesale and retail 16,1, 16.2,

trade, restaurants and | 16.3, 16.4

hotels,; and storage
Services
17. Personal services 17
18, Banking and insurance 18
19. Real estate and busi- 1.1, 19.2

Ness services
20, Sanrtary and similar 20

communlity services
22, Social, recreaticnal 22

- and related community

services

Sub=total
b. Genkral Government Services

‘griculture and Hunting,
forestry and Fishing 1-3
ndustrial Actaivaty Perhaps 13.3
5. Transportation and 15.1 and

communication perhaps

services 1i5.2
Services
0. Samitary services and 20

gimilar community

gservices
21. Public administration 21

and defence
22, Social, recreational 22

Co.

Pravate Ng

n-Frof1t Organ:

zatlons Serviry

Houscholds

}“otal
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Table 10, Dmployment by Kind of Fconomic Actlvityl/
Kind of economic activity ‘ Trnployment
Mull=time man-year
- Man-hours
equivarents worked by
Condensed list More detailed Number cf employees
list persons  hmployees
engaged3
(la) (1b) (2) (3) (L)

a, Iindustries

(he catepories of the condensed and detailed list
hre 1denticgl with those shown in Table 9,

b. Generdl govermmdnt service

¢. Pravatelnon-profi} organi-
zations serding housejolds

1/ The data relate to persons engaged in domestic production.

2/ If feasible, the data presented onnumbers employed should relate to full time
man~year equivalents, defined in terms of customary hours of werk during the
year and man-hours for employees only. Otherwise, daba might be shown on the

humber of persons employed during each month or pay-period averaged over the year.
3/ The number of persons engaged includes in addition to employees, working propri-
etors and unpaid family workers of unincorporated units.
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Table 11. General Government Congumphion Expeaditure at Constant Prices, by Purposel/

Commodities consumed
and direct purchases

Purpose of expenditure Consumptlon f abroad on current
expenditure I N

; 1 account by general
! } government services
| E

Flow 3.7 ! 2.2+1.05
1 ¥

(1) : (2) a (3)

I

1. (eheral goverament Services i !

2. TDefence 2 | |

3-8 Social, recreational and related |

community servicess
of whichs

: 2/
4, Education

|
5. Healths/ i :
6. Social security and welfare | %
Services | :
9., Beconomic gervices ! _
Total J

g/ See Table 2,Chapter IIT in respect of the classafication according to purpose.
g/ It ig degirable to compile data on the outlays and cecelpts of these services
for food, beverages, tobacco, clothing snd medicines and pharmaceuticals for
individual use.

2/ Tt would be degirable to compile data on the outlays cn durable goeds for military
use.

E/ In addaticn to the categories lasted, the total includes items of coansumption
expenditure which are unallocable.
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Table 12, Consumpiion Ixpenditure.at Uonstent Prices of ‘rivate
Von-Frofit Creanizations Scrving households, by ﬁurwosel/
Commodities consumed
Consumption by the services of
Purpose of expenditure expenditure private non-profit
' ‘ organizations
Flow : 5.5 2.5
(1) ; (2) (3)
. . p/ *
Fducation services— /

TTeifare servicesg/

1.
3. Medical and other health serv1cesg
L.
2,5-6 Other services=

Total

l/ See Table 3, Chapter III for classification according to purpose

g/ Where educational institutions furnish boarding facilities and social clubs
furnish resgtaurant and bar Facililties which 1t is not feasible to cover in separate
statistical units of the industries sector, supplementary data should be compiled
on the outlays and receipts for food, beverages and tobacco and shelter included
in the total cutlay and receipts of these institutions. It is desirable to compile
supplementary data on the expenditure and receipts of medical and other health
services and welfare services in respect of food, beverages and tobacco,

clothing, and medicines and pharmaceubicals for individual use.



E/Cu. 3/ 345
Pape 209

Table 15 .Campogition of Household Consumobion Expenditure

in the Domestic Market al Constant Prices

a. By type ol expenditure

Tter | Flow

1. =N Commodities consumed by households

2 Durable commodities

. Semi-durable

b Non-durable commodilies

5. Services

5. 3.6 Privale consumntion expendibure in the

domestic market (Flows 2.4+3.1+%.2)
b. By obJectl/
sondenged More detailed
list list
(1a} (1b)

1. Food, beverages and 1.1,1.2,1.2
tobacco

2. Clothing, feotwear and 2.1,2.2,2.3
accessorioes

B Grogs rent and fuel 3.1,%2.2
and light

4. PFuraiture, furnishings, | 4.1,k.2,4.3,
household equioment Lol
and household operatic

5. Medical care and 5.1,5.2-5.4
health expenses

5. Transport and 65.1,6.2,6.%
communication

. Recreation,entertain- T.1,7.2,7.2
ment and cultural
services

3. Education 8

. Other goods and 3.1,9.2,9.3,
services 9.4

;/ For descriotion and definition of categories of condensed and detailed lists,

see

Table 1, Chapter IV.
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Cross Tixed capital formation (Flow 2.0)
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Table 14. Composition of Gross Domestic Capital

Formation at Constant Prices

a. By type of capital good 1/ f
. Dwellings !
?. HNon-residential bulldings
b. Other construction |
t. Land improvement and plantation development i
>. Transport edquipment !
5.  Machinery and other equipment :
(. Breeding stock, dairy cattle, etc. E

|

' a. Industries

7. Matcriale and supplies
10. Work-in-progress
11.. Finished goods
12. Livegtoclt other than breeding stock, dairy cattle, etc.
1%5. Increase in inventories (Flow 2.5)
11}, Gross capital formation (Flows 2.5+2.5)
b. Dy kind of economic activity
Kind of sconomic activity ‘Gross capital LGro§s Tixed -
Condensed 1ict . More detailed Pormation ;capltal formation
s list ' 1:
" Low ﬂ | 2.6+2.5 2.6 |
(12) | (1p) - (2) (%) ;
i
|
|
1

i ;

The categories of the condensed

and detailed list are identical ' _b.General Covernment Services

with those shown in Table 9

1
' i

jc.Privatc Non-Profit Organiza-
tions Serving Households

l/ For definition of the categories, see Table 3, Chapter IV.
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Table 15. Imports and Lxporis at Constant Prices, Classified

According to Characteristic

Producte of Industries

Characterisgtic Products
of Industries:

¢
i
[
{

Condensed 1356 Tore detailed mports Exports
list
Flow 1.6 2.7
(1a) {1p) (2) (3)
Agriculture, Hunting, Forestry
and Fishing
1. Agriculture and hunting 1
2. Forestry and logging 2
4. Fishing 3
Industrial Activity
b, Mining and quarrying ol b2, 4.3, b b
5. Food, beverages and 5.1,5.2,5.3
tobacco
6. Textiles,wearing apparel 6.1,6.2,6.3,6.4
and leather products
7. Wood and wood products TelsTe2, T3
8. Manufactures of rubber, 8.1,5.2,8.3
chemicals, petroleum and
coal
9. Non-metallic mineral 9.1,9.2
products
10.Bagic metal industries 10.1,10.2
11l.Metal products,machinery 11.1,11.2,11.5,
and equipment 1L.4,11.5
12.0ther manufacturing 12.1,12.2,12.5

industries
13.Electricity,gas and steam,
and wabter supply
15.Transport and communication
services
18.2 Insurance
Other goods and services

13.1,13.2-1%.3

15

18.2

Total
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II. INCOME AND OUTLAY AND CAPITAL FINANCE ACCCUNTS

Tsble 16. Hational Income and Its Distribution

g. National income at market prices

Item  Flow

1 . b1 Compensation of employvees |
. 2 = . Operating surplus !
I3 " 4.8 | Domestic factor incomes
by 6.5.1. ' Compensation of employees from :
; 6.4.1.  rest of the world, net ' !
.5 5af Property end entreprepeurial income a
) from regt of the world, net '
16 , b.b.ke5 Indirect taxes less subsidies ' ]
ﬁ T 5.9 " National income at markel prices
ii =
ﬁ b. Distribution of Income
| , , |
i Type of tramsaction | Private sector !Public sectot|
ﬂ | | )
Ttem Flow - (1) 1 (2) | (3)
) > j -
w | | a. Compensztion of employees :
fl [ © Civilian labour force 5 b
H 2 . i i. Wages and salaries (in cash'! j
5 ! i and kind) % !
I3 ' ii. Employers' contributions to
7 ; soclal security :
s . iii. Other supplements ! |
5 , i Mewbers of armed forces , ]
i 6 \ H i. Wages and salaries (in cash } '
J ' : and kind) ' 4
\ T | b dii. Bupplements to wages and ' ﬁ
: : ! salaries !
(8 5.1 dotal :
| | !

\ ‘

1 ‘{ b Entrepreneurial and prcperty ireome.receivable, . .net. |
| ! ‘ L | N
| ! ! v !
9 } : General government ‘ | !
10 ; i Praivate non-profit organizatioas E '
J . serving households F X
J1 " Households F :
1 ' v Ineorporated enterprises 1 \
13 .7 Total : ; i

, .
1h Y.h-n.5 | Tndirect taxes less subsidies ' !




Table

16. National Income and Its Distribution (cont.)

E/CN.3/3k45

Type of transaction 1 Pravate sector 1Public sectorh
- : \ L
, ! | L i
[Ttem | Flow ! ;
i I i |
1] ] i
915 g 5.9 National income at market prlcesa
i : (8 %13 s 1k) :
; j
! | ! t |
i | ! c¢. Other current transfers l‘ ’
y | i received, aet
i i :
I ; 1|
ﬁ16 l i Geaneral government i g
7 | ! Private non-profit organizations ;
! | | serving households 3
ns | | Housenolds
1 | | Incorporated enterprises . i
“20 i 6.17 | Total E 1
, | h ! I
\% i “ 4. Dispcsable income ! 1
i - o e - ] i )
. ; i 1
21 f ., (eneral government j
22 i i Privete non-profit organizations| :
31 ' serving households ; i
|25 Households § !
MEM Incorporated enterprises f
65.18 Total (154 20) : 1 ;
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Tabie 17. Income and Outlay of the Sub-~Sectors
of General Governgent

Privat%

P nen-
¢ profit |
" and un-|
4 | attach-{
| I ed !
J ' organi-|
| Beclal ' gzaticns!
Lecal securitpd of the ﬁ
government, funds | sector |

Central
governmentg

Type of transaction

(3 4 W 1 )

i
!
|

e o Lttt e e e e

(2)

|
|
|
|
|
|

Ttem .Flow | (1) |

1 1 ?5.2 i Income from entrepre-
; | neurship

j 4 Income from property i |

i .13 | Casvalty insurance -
I

; claims
|
bl

| Indirect taxes i : f
| 1. ZImport duties
ii. ®ther indirect
taxes
Social security con- : :
s tributions j ﬁ
6.2 | Other direct taxes ; g |
I on 1acome | F
9 6.3 1 Compulgory and nom- ] ; {
i 1nal feeg and | |
| fines I
1c 6.9 | Current transfers
§ n.e.c. from other |
‘ sectors l
6.9 ; Current transfers f
1
f

v F LSRN

|
“IW

-
- _6_\__.“
}_l

"
1

11 E

i except indirect

! ! taxzes from o.ier

| ! sub-sectors of
general govern- ; |
ment .

Current transfers i | 1
n.e.c. from rest : !
of world i !

1ip 6.10

Current receipts
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Table 17. Income and Dutlay of tune Sub-3Sectors
of General Government (contw)
’ x ; | Private
: ' onop-
I ‘ i profltj?
i i ;o and une
§ : ‘ attach-%
% E ed
! i OTEUNT v
t x | Social zations
r Type of transaction Central | Local isecurlty of the
; rovernment i government . funds sector !
1 ol ) 4
Tten | Flov | (@) @ G w6
: ' [ i [
! ] k | b
1 iz § Consurmption expenditure | i '
15 5.3 | Interest on public debt | . |
‘16 [ 5.10 | Net casualty insurance I ; :
premims ;
17 .5 Subsidies l 5
18 5.% Social security ! !
‘ benefits ! |
(L9 [5.4 1 Other social essistance | |
| payments E
|20 16.6 ! Current transfers n.e.c.
“ | i tc other secters ;
21 6.6 | Current transfers to i
! i other sub-sectors of ’ |
| ‘ | general government | !
PQE 6.7 || Current transfers n.e.c. i
! ! te rest of the world !
Y )]
23 | | Current disbursements | j
1 |
t i} ] 1
sk 7.1 ' Saving (13-23) ! | i i
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Table 18. BSelected Outlays of General Govermment, Consolidated, by Purposel/

Subsidies Gross

ICapital [Toans made,,

Furpose of outlay 232;" and other ;ecapital trans~ [net acquai~—.
Condensed 1list ' lore detailed loion |Corrent forma— ffers sitions of
list expen— unrequited|{tion made kbonds and
diture transfers corporate
gguity
securities
and net
i investment
in govern—
! ment enter-
' prises
Flow 307 Lo o560t 12,5261 7,10 6-10
bo 56,6+
6.7
(1a) (1p) (2) (3) (%) (5) (6)
1, General services 1.1,1.2,1.3
2. Defence 2
3. General research 3
L. Bducation L
5. Health 5
6. Social security
and welfare
services 6.1,6.2
7. Houging and
commurity ’
amenities Tal,7e247.3
&, Other community
and sccial
services g
9, Economic services! 9.1+9,8,
9025943,k § j
9053 9-6, 9\:7 : ;
10, Unallccable N ; ’ L %
]
i i i
Total g E' ]

For the classification and definition of general government agencies according
to purpcse, see Table Z, Chapter III.



Table

E/CN.3/345
Page 217

192, Income and OQutlay of Sub-Sectors of Households, Including
Selected Unincorporated Private Non-Fanancial Enterprises

Households of:

Type of transactlon Froprietors of Pergons in
unincerporated other status
o enterpriscs
tem ! Flow (2) (3)
Ak L.2 | Cperating surplus
2 hol | Compensation of employees
3 el Income from entreprensur-
shap of guasi-corporate
enterprises
L 5.4 | Tncome Irom property
5 5.131 Casualiy 1nsurance claims
6 6.4 | Social security benelits
7 6.5 | Other scciral assistance
payments
8 6,11} Current transfers n,e,c.
reccoived
9 Current receipts
10 3.4 | Consumpbtion expenditure
it 5.3 | Proporty incomc payable
iz 5.101 Net casually insurance
‘ DY EmL s
13 6.1 | Socaal security contributions
1L 6.2 | Other dircct taxes on income
15 6,3 | Conpulsory and nominal
fees and fines ;
16 6.8 | Current transfers n.e.c. !
made
17 i : Current disbursemonts
w8 7.l f Saving (9-17)




Tabie 20.

Gross Investment of the Debailed Sub-Sectors

Non-financial

Het lend
ho(5v6r )

ggﬁ;z?;ﬁ:e:ad ¥inancial xnstitutions General government ﬁz;fate Households of
Type of transaction quas-corporaty profit
Praivete| Public [Mone- [Other Insurance com- Other Centraly Local Social| Private organi- Proprze- JOther
tary |monetary panies and pen-| financial govern-f govern- [ secu- | non- zations tors of
autho-]institutions | sion funda anstitutions ment ment rity profat serving unin-
% o vate| Pblic| Pravete] Public |Private| Public funds ::28.(:113(1 nouss corpo-
organi- enter-
zations pf prises
sector
2| 3 W (s) &) M (8} {9) { (10) (1| (12) (13) {(15) (16) an
Ttem| Flow (1) .
1. 7.1 Saving
2. k.3 Consumption of
fixed capital
%, 7.6 Capital transfers
received, net
k. Finance of gross
investment
S 2.5 Increase in
1nventories
6. 2.6 Gross fixed
capatal for-
mation
Ts T.5 Purchases of
land, net
5. T.7 Purchages of
other non-
reproducible
tangible
assebs and
intangible
gesets,net
g 7.8

2 =83eg

SHEE o /d

b
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Pahle 21, Financial Transactions of the Detailed Sub-Sectors
Rest of
Rest of Colummns 17-2 of Table 20 Total Total Columng 2-17 of Table 20
the world the world
Type of claim and debtor
Financial Assets Lisbxlities
a. [Foreign and Naticnal Financial Assets or Inabilities

7.9 Net lending or borrowing

et inecurrence of lisbilatles
Net geguisibion of financiel assebs

10.
1.

1
1

15.

Gold only
Currency and transferasble deposits
1. National sectors
1i. Rest of the world
Other deposits
i. Wational sectors
1z« Rest of the world
Bills and bonds, short-term
1. Non-financial corporations
11. Finanecial instatutions
1ii. Cenbral government
iv. Iocal government
v, Rest of the world
Bonds, leng-term
1, Nom-financial corporations
1i. Finanecial nstitutions
1ii. Central government
1v. Iocal government
v. Rest of the world
Corporate equaty securities, including
capital partacipations
i. National corporations - quoted
1i. Halional corporations - other
1iz. Rest of the world - guoted
1v. Rest of the world - other
Other short-term loans
1. Mon-financisl enberprises,corporate
and guasi-corporate
ii. Monetary sysiem
111. Other financial instatutions
iv. Central governmens
v. Iocal government
v1. Other national sechtors
vii. Rest of the world

Other long-term loans sub-divided as
category 9.

Net equity of households on 1ife
wnsurance actuarial reserves and
on pension funds

Proprictors' net investment in
quasi~corporabe enterpriges

Trade credit and advances

1. Non-finaueial enterprises,corporate
and quasl-corporate
11. Central government
111, Iocal government
iv. OEES{ sub-sectors of general govern-

v. Households
v1. Other national sectors
vii. Rest of the world
Gther claims

b

Foreign Pinancial Assets and Lasbilities

2.

3.

ficld and foreign exchange,as assel , currency,
deposits_and central government bills,

as 11abllity

Other Fforeign financial assebs or liabilities

;/Fbr defimition of categories of Financial assets and 1iabiiaties, see Table 1, Chapter V.

LYY
=
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Table 22. Canital Transecctions o. Lhe Private and fublic aectorsi/
Ttem [Flow ! [ywe of vransaction «nd debitor 1a respect [Pravate sectors jfublic seclors
ol selected classes 2/
(1) (2) (3}
1 7.1 Laving
2 L3 Consumocion ol fixed canital
3 17.6 | Ca-ital transfers received, net
A TINELGE L EFOSS IVESLIent . T T T T
5 12.5 Increase 1n Inventories
6 2.6 | Cross domestic fixed capital forualion
7 7.5 Purchases of lond, net
8 77 Furchases of other non-reproducible
tengible assels and untangible assets,
net
5 %3 TroTTm e oo I D
or Nel lending 4 =~ (5 + 6 + 7 + &) or
7.5 | 40=-70
10 {8.2 |Gold and ioreign exchange 3/
11 6.3 | Sther foreargn fanalcial assets
12 8.4 Currency and transierable de-osits
13 1. lionatary svsten
14 1l. Central goverrmment
15 8.5 [Other desosits
16 18.6 |bills ond bonds, short-beru
17 1 Corphorate 1ssues
1&
19 11. Central govermment
2C i13. Leocal govermment
2L | 8.7 | conde, long-terw
22 i. Corporate 1Bsues
23 1. Central goverumert
ol 111. Local goveriment
25 |8.,2 | Cormorate ecuity securities, including
ceatal nsarticlpetions
26 18,9 | Cther leans, short-ceram
27 1. Tathin wonetary systeu
25 11.  Ulher units of private sector
29 111. Ocher public corsorations
3C 1v. Central goverrment
31 v, Local government
32 18.1C | Cther loans, long-teru
bk 1. Privete sector
34 i1. Public cornorations
35 1131. central goverrment
36 w. Local goverrment

{over)
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Capital Transactions of the Frivate and Public Sectorsl/

Item |[Flow ! Type of transaction and debbor in respect {Private secltors |[Public sectors
of selected classes 2/
(1) (2) (3)
37 {8.11 | Bet equity of househclds on Iafe insur-
ance aciuarial resesrves and pension
funds
38 | 8.14 1 Trade credit and advances
39 8.151 Other domestic claims
LO Het acguisition of fanancial asgets
41 19.2 | Currency, deposits and central govern-
ment bills of non=-residents 3/
L2 9.3 Other foreign financial liabilities
[tems 43~-69 Liabilities of resident institutions one
to the other, which are the counterpart of Items
iz-38 |
70 | { Net incurrence of liabililies

1/ Entries have been climinated for selected bock transacticns, namely for
proprietors? net investment in guasi-corporate enternrises.

2/

3/

For the definition of the categories of financial claims, see Table 1 of
Chapter V.

To the extent that it is feasible, 1t would be desirable to sukdivide the
entries, other foreign financial assets and liabilities 1n the same fashien,
where applicable, as domestic financial assets and liabilities,
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Table 23. (Capital Transactioniiyf the Monetary System,

Consolidated

Tten. Flowr

Type ol transaction and de For or credi- !

tor for SEEECte?lSlalmu =

1 7. Saving
2 h,3 . Consumption of fixed capital
; 3 i 7.5 |, Capital transfers received, net ‘
I
| L ' Finapce of gross lnvestment
5 2.5 Increase 1n inventories
: 6 2.6 Gross domestic fixed capital formation
f 7 & 7.5 Purchases of land, net - oo o
; 8 7.9 Purchases of other-non-reproducible
; tangible azssets and intangible assels, net
! 9 7 8 or 7,% Net lending Y- (54+6+7+8) or 31-43
j
f 10 8.2 { (old and foreign exchange “/ :
P11 8.3 , Other foreign Cinancial assels - :
I = 8. ] Currency of Treasury
i 13 1 8.6 | Bills zna bonds, short-term ‘
E ik i. Central government 1ssues
P15 ii. Local government 1ssues
v 16 iii. Corporate issues :
.17 8.7 Bonds, long-term
: 18 i. Central govermment issues '
19 11. Local government issues
, 20 1ii Corporate 1ssues
©Pl 8.8 Corporate equity securities, including
capital participations '
22 8.9  Other loans, short-term
25 - i. Central governmenl
ook 1i., Local government ;
25 iii. Other .
26 8.0 Other loang, long-term !
a7 : i. Cenlral government ‘
28 : 1i. Local government
29 ' iii. Other
30 851L4-8.15 Other domestic financlal assels

31

Net acguisilion of financial assets
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Type of transaction and dehfor or creditor
for selected claims—

Ttem Flow {1)

3z .2 ICurrency and deposits of non-residents

33 3.3 Other foreign liabilaities

34 9.4  Currency and translerable derosits
held by:

35 i. Central government

36 ii. Other

37 Other deposits

38 /Bills and bomds,sghort-term

9.5
9.6
39 9.7 Beonds, long-term
40 5.8 Corporate eguity securities, lnciuding
capltal participations
41 G.9~9,10 Other loans
42 9.14-9.15 Other domestic liabilities

43 Net incurrence of liabilities

l/ Iiabilities are not netted against financial assels, i.e., the
transactions of the monetary system are not consclidated in the case
of bills, bonds and corporate equity securities.

g/ For definition of the categories ol Tinancial claims see Table T,
Chapter V.



E/CN.3/345
Page 224

Table 24. Income and Outlay and Capital Transactions of Non-
Financial Corporate and Quasi-Corporate Enterprises,
by Kind of Fconomic Activity

Suitable clasgsification of the

Type of transaction
enterprises according to kind

Ttem | Flow (1) of economic activity

1 Lo Cperating surpius

2 5.4+5.13 | Property and other income

3 Current receipts

4 5.2 Entrepreneuvrial income of
guasi-corporate enterprises

5 5.3 Property income payable

6 5.11 Wet casualty insurance
premiums

7 6.0 Direct taxes 1n income

& 6.8 Current transfers n.e.c.
made, net

9 7.1 Saving 3-(L+5+6+7+8)

10 L.3 Consumption of fixed
capital

11 7.6 Capital transfers received,
net

12 Finance of gross investment
{(9+10+11)

135 p.5+2.6 | Gross capital formation

1h 7.5 Purchases of land,net

15 T Purchases of cther non-
reproducible asgsets and
intangible assets,aet

16 Tet lending 12-(13+14+15)

or 27-38
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Table 2. (Cont*d) Income and Outlay and Capitsl Transactions of

lWon-Financial Corporate and Quasi-Corporate Enterprises,
by Kind of Economic Activity

Type of transaction Suitable classification of the
enterprises according to kind

oo T e (1) of economic activity

17 8.2 Geld and foreign exchange

i8 8.3 Cther foreign financial
assets

19 8.4 Currency and transferable
depogits

20 .5 Other depogits

a1 8.6 Bills and bonds,
short-term

20 8.7 Bonds, long~term

Z 8.8 Corporate egqulliy securities,

includang capital participa-
tions

b B.9t8.10 Other loans made

25 8.14 Trade credit and adwvances
extended

26 8.15 Other domestic financial
assels

27 et zequisition of financial
assets

25 9.1 Net incurrence of foreigo
liabilitaes

29 9.6 Bills and bonds, short-term

30 9.7 Bonds, long-term

31 9.8 Uorporate equily securities,
including capital
participations

32 9.9 Cther loans received,
short-term

%) 9.10 Other loans received,
long-tern

Ak 9.12 Proprietors'net Iinvegt-
ment in guasi-corporate
private enterprises

55 9.13 Net ainvestment ain govern-
ment enterprises

36 9.1k Trade credit and advances

: received

5 G.15 Other domestic llabilaties

38 Net incurrence of liabilikies
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IIT. ALL ACCOUNTS
Table 25. External Trangactions
Ttem Flow i Type of Transaction
i 1 2.7.1 Exports of merchandise, f.o.b.
2 2.7.2 Transpert and communicaticn
3 2.7.3 Insurance service charges 1
i L 2.7.4 Direct purchases by non-reegident L
’ householids é
% 5 2.7.5 Direct purchases by extra-territo-
{ rial organizations
| 6 2.7.6 Other goods and services
! 2.7 Lxports of goods and services
| 8 b1 Compensation of employees L
| 9 5.6 Property on entreprencurial income !
P10 6.16 © Other current transfers from rest of
| the world j :
: 11 i. To general government ' :
? iz . inr. To other resident sectors ! ;
1 13 Current receipls |
T i
1k 1.6.1 Imports of merchandise, c.u.T. i
15 i. Imports, f.o.b.
.16 ii. Transport services of non- ‘
I r residents ;
47 . iii. Insumance services of non- !
' ; residents ‘ )
» 18 E 1v. Transport services of resident |
. ; industries '
R ] v. Insurance servicesg of resident[ E
ﬁ industries | @
i 20 1.6.2 Iransport and communication
! 21 1.6.3 Insurance service charges ‘
Looep 1.6.4 . Direct purchases abroad by resident |
F households L
' 23 1.6.5 Direct purchases abroad by general '
| . government ‘
E 2l 1.6.6  Other goods and services ;
t i
.25 1.5 Imports of goods and services ’
t
= h.1 Compensation of employees
boo27 5.5 Property and entrepreneurial income |
E 28 6.15 Other current transfers to rest of the
| + world
29 1. By general governmens ‘
.30 ii. By other resident sectors ’
30 Current disbursements
32 7.3 Surplas on current transactions(13-31)

e R
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R

Itedl Loy i Uy oe oo Transacilon
5 g - - - .
i 33 7.0 Capital cransiers {row vhe reso ol
| ‘ world, aec |
‘ s i. fo ceneral sovernumen. |
35 1i. Yo ovher resident sacocis
o= .
3o 7.0 or 7.9 'I'es lendiag 32 + 33 or 50-72 '
o — . , e e
57 dae 1Cold ond forei n c.chunpe
CI ’ L. Cold
{ 3w i ii. Foreivn currency and
: vransiersoble deposico
40 iii. Other foreisa deposics
b1 | iv. Foreisn central zovern-
wens bills cnd bonds, ,
! ; shorl -Lern )
o 1 3.6 Other balls and bonds, short-term
43 | 8.7 \Bonds, long-term ;
I 8.8 'Corporate equity securaties, i ?lu—
i ding capital participai'ons ~ ‘
) 45 8.9 Other loans, short—term_7y i
\ 46 L 8.10 “Other loans, long-term |
: b 8.12 Wet investment  in unincorporated !
, , non-resident enterprises : ;
48 8.14 'Trade credits and advances |
Lo | 8,11 + §.15,0ther financial claims on non- j
. L residents . o .
N 50 1 Net acquisition of foreign finan- [ '
} ' cial assets : ,
; ] »
51 ! 9.2 !Curreﬂcyg deposits and short-term ;
I ! central government bills and bonds i
‘ ! ‘held by non-residents 4
i 52 t L. Currency and trangferable L
1 | ’ deposits :
53 ¢ ii. Other deposits F
sh iii. Central government bills |
| and bonds, shorb-term b
55 9.6 Other bills and bonds, shorb-term |
56 Q.7 | Bond s, long-term i
57 1 i. Central government issues
58 | 1i. Lecal government issues '
59 1ii. Corporate issues
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[ Toem Flow Type of Transaction

f H

i 6C 9.8 Corporate eguity securitiesséiécluw

i ‘ding capital participations

f 61 9.9 Other loans, short-term 17

3 62 . 1. Central goverrment

; 63 ., i1. Local govermment

¢ ol b iii. Other _Z

; &5 9.10 Other loans, long-term

) 66 i i. Central govermment '

! oY ‘ 11. Local government

~ 68 . iii. Other

] 69 9.12  HNet investment of non-residents in

! ! unincorporated resident enterprises
70 9.14 Trade credits and advances

19,11 + 9,155Other liabilities to non-residents

7z Net aincurrence of foreign liabilities

Y

Tt may be desirable Lo distinguish transactions with subsi-
diaries in the case ol these foreign financial assets and
transactions between non-resident parent companies and their
resident subsidiaries in the case of these [oreign liabilities.
It would alsc be useful to compile separabe data of the zaving
of the foreign and resident subsidiaries. An incorporated
enterprise might be considered a subsidiary of another enter-
prise if the parent enterprise holds a majorilby of its equity.
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CHAPTER VII. ADAFTATTION OF THE SYSTEM TCO THE DEVELCPING
COUNTRIES

L. It is clear from the meetings and other congultaticons on the proposals

for revising the SNA with the developing ecuntries that the full system
described in the preceding chapters of this paper furnishes suitable and
valuable goals for the systematic development of economic statistics and
accounts in these countries. It will take most developing countries many
years to burld systems of economic statistics adesquate for the compllation

of even those accounts and gupporting tables of tThe system which they
consgider vital in economic planning. The working groups in the developing
regiong of the world all concluded that internaticnal guidance as to the order
of priority in which the proposed system might be evelved, would be of assistance
in the systematic development of thelr national accounting and series of bagic
statistics. Adaptations in the light of the current paucity of data, in

gsome of the flows and tables of the full system would facilitalte esthimates

of some of the urgently needed data. It was alsc considered that the full
eystem needed to be supplemented with a few special classificetions and
accounts in order to satisfy the reguirements for date.

2. This chapter sets out the proposed adaptations of the full system to the
redquirements and circumstances of the developing countries. Discussed
Tirstly are the speciazl aspects of the developing economies which give rise

to the need for supplementary classifications, accounts and tables. Next,

the supplementary classifac ations, accounts and tables are described. lastly,
the suggested ordersof priorities of campiling the various accounts and tables

of the system are discussed. These orders of priority are discussed primarily
in the light of the requirements Tor, and the difficulties of collecticn of

deta in the developing countries.

A. Some Special Characteristics of the Developing

Economies
3. A basle characteristic of many developing countries is the existence of

what is sometimes called "dualism"” - i.e., the simultaneous existence of tradi-
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ticnal and modern modes of production and living. The technology, organization
ahd productivity of the two modes of production and the attitudes and habite

of the people involved, differ to such an extent that the situation may be
deseribed as the existence, side-by-side, of differing, loosely connected
economies. Frequently these differences are regional in character, for
example, between rural and urban areas.

4. Development does not take place in a uniform menner or pace throughout

2 developling country and tends to accentuate the differences between the
traditional and modern parts of the econcmy. The modern porticns of the
economy grow very rapldly: other parts in proximlty to them lag somewhat behind;
and the traditional segments stagnate or wither away.

5. A basic difference between thege disparant parts of the economy is the

role and type of market served, i.e., production for one's self or for sale

as exports, on the national market, or in the immediate localify. The export
industries of & developing country are often the dynamic element in development.
These dindustries are iikely to be few in number. In fact, modern methods of
production are likely to be characteristic cof some kinds of industry only.

The industrial and agricultural producers who supply the country as a whole are
also likely to contribute to, and reflect, the development taking place

in the economy. The swall manufacturing units or artisans, especially in

rural areas, and agriculturists who supply local neads may make up a

stagnant segment of the economy. Agriculture which is primarily subsistence

in character,is likely to wither away.

6. External trade is not only an important source of demand for the key
products of developing countries. It is glso the scurce of the capital goods
needed to expand and rationalize producticen. And, the proceeds from exports or
foreign loans and other aid are the ways in which these imports are financed.

7. In g number cf developing countr es, the public sector plays a vital and
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direct role in growth. Modern, heavily capitalized public enterprises may
account for a large share of the production of key or basic industries: and
are likely to provide the power, transport and communication facilities of
the economy. Government 1s likely to be making substantial investments in
the infra-structure for development and be engaged in other measures to stimulate
the econony. The government may, for example, be an important source of
capital for the expansion of selected private industries. An aspect of the
government®s development effort will often be the detailed assessment and
planning of projects, the expansgion of given industries, and the growth of the
economy as g whole.

B, S&pecial Clessifications
8. Because of the marked differences in character and experience between
the modern and traditional types of producers, developing countries will find
it desirable to classify certaln data of the system on production and employment
according to these categories in the case of selected industries. The series
of data involved are those called for in supporting Tables 1, 9 and 10,
Annex IT of Chapter VI,
9. The distinction between medern and traditional forms of production is not
relevant to all kinds of economic activity. For example, many of the service
industries might be congidered to be wholly traditional or modern in character.
Services otler than medical, educaticonal and banking services, may be
carried on in a traditional fashion. The classification into modern and
traditional forms of production will probably be most useful in the cage of

agriculture, manufacturing and construction.

10. The classification according to mode of production skould be based on
criteria such as the organizational arrvangements and Ffacilities utilized

and the magnitude of the activity. Yraditional type producers will all be
unincorporated; and production in household premises should be classified as
traditional. In the cage ol mining, manufacturing and construction, the use

of power equipment of two horsepower or legs would also be indicative
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of a traditional type of activity. Though the criterion of size should vary
from dindustry to industry and even from one country to ancther, the

engagement of less than Tive persons might be utilized as the daividing line.

11. In view of the role of public industries in the ecconcmies of a number of

the developing countries, it will also be desirable to classify the data shown
in supporting Tables 1, § and 10 into publicly arnd privately owned or controlled
ndustries. I% may be best to make this distinction by combining public

indw tries with general government services, thereby furnishing data on

the public sector as a whele. Similarly, data cn private non-profit

organizationg might be combined with data on private industries.

C. ©Bpecial Accounts

12, The material disparities in charscter and experience befween variocus
segments of the developing economies give rise to the need for sets cof special
accounts for at least sgome of these segments. These sccounts will be of value
in describing the character and magnitude cof the segment, evaluating its
potentialities for, and contribution to, economic development, and assessing
its problems and experience as the economy as a whole changes. As has

already been suggested above, some of these segments will consist of areas;
other segments will be based on distinctions according to kind of activity.

a. Areas

13, The rural yarts of the developing economies might be covered in one or
more special sets of accounts. These portions of the country account for a
large part of the populaticn and production in the case of most developing
countries. Backward methods of production are 1ikely to be characteristic of
a substantial part of agriculture; and much of the subsistence preoducticn

of a country will take place in the rural areas. The rural areas furnish an

important scurce of labour for expanding industries; and are the subject of
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increasing attention in efforts to raise levels of living and productlvity.

1, The A Accounts sel oub i1n Annex T to thig chapter are 1llustrative

of the accounts which might be established for rural areas in a developing
country. Tt 1s assumed in the illustrative accounts that a significant part

of the production will be traditional in character.

15. The full range of accounts of the system are employed in the illustration
though the consumption expenditure and capital expenditure accounts are not

made explicit.

16. The producticon account is divided into an account for all goods and services
produced, not only commodifieg, and an account for producdrs. Account la has
been extended to all goods and services in order to indicate the role of general
government services in the supply of goods and services and to make Accounts

le and 1b co-extensive. The production of non-marketed services by general
goverarent and private non-profit organizations serving households 1s segregated
in Accounts la and 1b from the production of commodities. Deconsolidated
production accounts are suggested in view of the requirements for dats on the
supply and use of goods and services.

17. In Account 1b, the gross output of goods snd services on own account, much of
which will ke subsisgtence in character, ie clearly distinguicghed from production
for the market. Attention should also be czlled to the combination of the

flows on operating surplus and consumption of fixed capital into a single

flow. Serious difficulties are encountered in making meaningful estimates

of the consumption of fixed capital at early stagegs of statistical devel cpment.
18, Distinctions befween goods and services acquired from obthers and produced
on own account are alsc drawn in respect of cutlays on consumption and capital
formation. The propesed income and cutlay and capitel finance accounts have
also been gimplified and accomocdated to the categories of transactions which

may be expected to be significant in the case of rural areas in the developing

countrieg. For example, in addition to suggesiting that gross saving be recorded,
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it ig proposed that the categories of the system in respect of unrequited
transfers, excepting direct taxes on iacome, be combined inte a single flow.

On the other hand, properiy income payable is gub-divided into payments in

kind and in cash in view of the importance of share cropping in agriculture.

19, The propcsed accounts are most suitable for use in respect of rural areas
ag such. However, the same type of accounts could be utilized to cover the
transacticns of given clagges of transactor units, e.g. traditional agriculturists
only, in a specified area. In that case the universe to be covered would
consist of the households of these producers; and it 1s likely o be impractical
to compile the external transactions account. OCther kindg of gpecial area
gccounts which the working groups considered it may be useful to compile

are accounts for urban areas, traditional urban producers, or primarily
subsistance producers only.

b. Key Kinds of Activity

20, it will be of value to compile sets of special accounts in respect of
industries which produce the important exports of a developing country or

play a dynamic role in economic development in other ways. So¢ that their
production of goods and services and capital formation may be interrelated with
their receipts and disposition of income and other sources of finance,

it will be desirable to have all the accounts relate to the same universe

of transactors. TIor this purpose, the transactions of all enterprise-type
transactors who have one or more establishment-type units mainly engaged in

the key kind or kinds of activities to be accounted for, should be covered on
all the accounts. Nonetheless, the transacter unit should ke the establishment
in the case of the production accounts and the enterprise, or a similar unit,

in the case of the income and cutlay and capital finance accounts.

21, The B Accounts of Annex I are illustrative of the set of accounts which
might be set up for one or more key industries. The transactors tc be covered
on these accounts are a2ll enterprises with one or more establishments classified to

the key industry or industries.
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22. However, in the case of the production account in respeect of commodities
(Account lal covered are the total supply and use of the commodities which
are the characteristic products cf the key industry or industries, as in the
system itself. This approach furnishes essentlal information on other
domestic ,as well as foreign, sources of the supply of the commodities which
are Tthe subject of special interest. The production account on industries
(Account 1b) is restricted to the establishments of the enterprises covered

in the remainder of the B Accounts. It may be desirable tc sub-divide
Account 1b into thoge establishments which are mainly engaged in the key
industry or industries and the other establishments of the parent enterprises.
2%. Two groups of income and outlay and capital finance accounts are
presented in the B Accounts because the enterprises covered may be corporate
or guasi-corperate in character or may be unincorporated entervprises which
should be classified in the instituticonal sector for households. The latter
situation will occur where for example, the key andustry is the production of
agricultural commodities.

2h. The transactions on the proposed income and outlay and capital

finance accounts are detalled to a less extent than in the case of these accounts
in the full system. Transactions in current transfers and in claimg have
been respectively combined in some instances.

25. The working groups for the developing regions considered that it would
be useful to compile B-type gpecial accounts for agriculture as & whole,

ag well as for one or more key industries of a glven country.

5@. f&b&%gwgggtgﬁé role government plays 1n a number of developing econcmies,
the working groups of these countries considered that 1L is essential

tc compile a get of special accounts and supporting tables for the publac
gector, covering public enterprises and general government agencieg. Not

only are these accounts needed but also the basic materials for compiling these

accounts should be availlable. It will be desirable to separate public
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enterprises from general government in these accounts snd tables. The

comrodity account for public industries should be limited to the gross output of
these industries and its disposition. The supporting tables to the production
and capital expenditure accounts should be patterned according to the

corresponding supporting tables of Annex II, Chapter VI.

D. Special Tables

27. Two special tables are proposed in Annex I to this chapter. In Table A
the gross output of goods and services is classified into output For the market,
output for own use by producers who are part of the market, and subsistence
producticn.
28, The data of this table should be of value in assessing the changing
magnitude of subsistence production and correlating the money supply with
the goods and services it ig utilized to buy. Table B is designed to
gimpiify one of the input-output tables of the full system, namely Table 2,
Annex IT of Chapter VI. Relatively detailed data on the supply and use of
commodities are urgently reguired for purposes of economic analysis and
planning,as well as for use of the commodity flow method of estimating
national accounting data. In a number of the developing countries,
statistics on commodities are more adequate than statistics on other aspects
of producticn or cutlays. However, Table 2 requires data which 1s unlikely
to be available at the stage of statistical development of many of the
developing countries. TUnlike Table 2, compilation of Table B does not
invelve information on net commodity taxes or on producers’ prices in
respect of the distrikbution of the supply of a given commodity to intermediste
or final uses. Further, the categories of fixed capital formation in Table 2
have been combined.

E. Orders of Priority
29, The order of priority in which it is suggested the varicus accounts and
supporting tables of the system be evolved, are set out in Annex IT. Four

orders of priority have been employed for this purpose.
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30. The suggested list of priorities is designed to furnish gulde-lines as

to the sequence in which a country may find it desirable to develop its

system of accounts and the associated economic statistice. The list is the
result of weighing the difficultieg of gathering the basic series needed to
egtimate national accounts data against the urgency with which these data

are required. Rach country will of course find it necessary to adapt the
suggested order of pricrities to its own requirements and circumstances.

31, The highest order of priority has been assigned to the compilation of the
accounts and supporting tables which are urgently needed and which may

be prepared from basgic data that are, for the most part already avallable

in the case of many developing countries. Where the required basic series are
not yet available, it is suggested that the highest priocrity be assigned

to obtaining these series.

4. Priority 1

3z, Priority 1 covers the consolidated accounts of the natioan ard many of the
flews of the decconsolidated production accounts and the associated supporiing
tables in current prices. Also included in the first crder of priocrity are
data on external transacticns, the activities of general government and the
financial transactions of the monetary sysgtem.

35, The main aggregates of the cconsolidated accounts furnish a surmary

of the dimensicons and workings of an economy. So that it may be Lfeasible to
compile the national accounts during the course of the first stage in evolving
the system, use may be made of the concepts of gross operating surplus and
gross saving.

3. The production accounts of the Clags IT Accounts and the related supporting
tables furnish vital data for planning and furtherang the production of gocds
and services which are essential development. Commodity statistics may be

available at a velatively early stage of statistl cal advancement. As a
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consequence, Priority 1 has been assigned to all the accounts and most of

the supporting tables on commodity flows and to the production accounts and
associated supporting tables on the goods producing industries and transport

and distribution. The production accounts for the special segments are also
incliuded in this order of priority.

35, In the case of general government, income and outlay, as well as the produc-
tion, accounts and a number of the associated series in the supporting

tabies have been asglgned the first order of priority. lasic materials for
making these estimates ghould be available In goverament budget and accounting
recorde. The {iret order of priority has also been given to the income and
outlay account and gross investment for non-financial corporate and quasi-
corporate enterprises and the capital account of the monetary system. The
adminigtration of company and banking laws and regulations should yield the
required data for compiling these tabulations.

b. Priority 2

%6 . The second order of priority has been allocated to series which are also
urgently required but which involve the gathering of more difficult basic

data. Included as smecond orders of priority are the remainder of the Class IT
Accounts and a number of the more detailed supporting tables to t he production,
consumption expenditure and capital expenditure accounts; the main series of
data in congtant prices; and egsential data on income and outlay and capital
fanance. It ig also suggested that at this stage of evelving the system, efforts
be made to prepare suitable estimates of the consumption of fixed capital.

¢. Priorities % and b

z¥ .,  Third and fourth orders of priority have been assigned to the parts

of the system which are not urgently reguired or which are particularly difficuls
to compile. For example, the estimates in respect of the caplital account, as
well as the associated supporting tables, of households has been allocated

to these orders of priority because of the difficulties and costs of gathering
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the basic data réquired to compile these estimates. Though the input-cutput
tables of the system are of considerable value for economic planning, these
tables are inciuded here in view of the problems of compiling them. Most
of the data on transactions in financial assets and liabilities have been
assigned the lower orders of priority in view of the lesser degree of

need for this information than for other aspsects of the gystem in

the case of the developing countries,as well as the difficulties of these

series.
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ANNEX I, SPECIAL ACCCURTS AND TABLES
L. Accounts for Ssgments Made Up of Areas
(Illustrative‘Accounts for a Rural Segment)
Account la. Production Account - Goods and Services
la.l.11i Characteristic products of la.2.n ZIntermediate consumption

agriculture and hunting, {1lb.2.n)
foregtry and fiching
12.1.1ii Characteristic products of other la.3.0 Private consumption expen-

industries diture (%.3.6)
la.l.3+5 Gross output of other services la.3.7 General government consuvmption
by general goverament and expenditure (%.3.7)
other non-profit services la.2.5 Increase dn inveantories
la.1.6 Purchages of goods and services (5.2.5)
outside the segment (6.1.6) 1a.2.6 Gr%ss f%ﬁed capital formation
5.2

la.2.7 Sales of goods and services
outside the segment (6.2.7)

Total supply Total use

Account 1b. Production account - Producers

lb.2.n Intermediate consumption 1b.1.1li Gross output of commedities
{la.2.n) produced on own account
1b.h.1 Compengation of employees 1b.1.1ii Gross value of commodities
{(2.5.1-6.5.1) produced and sold
1b.4.4-5 Tndairect taxes, net 1b.1.3+5 Gross output of other services
C1b.4.3 Consumption of fixed capital by genersl government and
(BohnB) other non-profit services

E 1b.k.2 Operating surplus (3.4.2)

Gross input Grogs cutput
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Account 3. Income and Qutlay account
3.3.6 Private consumption expenditure {3.4.2  Operating surplus (1b.k.2)
(1a.3.6 4 N - .
. 13.4.3  Consumption of fixed capital
1. Consumption of own produced U (1b.1 %)
commedities el
. R 3.5.1 Compensation of employees
1i. Consumption of purchased (1b . 14+6.5.1)
goods and services LT T .
3.5.k  Property income receivable
3.5.7 General government consumption
- 3,6.17 Current transfers n.e.c.
expenditure (1a.3.7) received, net (5.6.17)
%.5.%  Property income payable : T
i. In kind
ii. In money
3.6.2 Direct taxes on income
) (6.6.2)
3.4.3  Consumption of fixed capital
. (5.4.3)
{2.7.1  Saving (5.7.1)
Disbursements Receipts
Account 5. Capital finance account
-
5.2.5 Increase in inventories J5.7.1  Saving {3.7.1)
(la.2u5) KMS,M,B Ccnsumption of fixed capital
i. From own account production (3.4.3)
ii, From purchases 5.7.6 Capital transfers received, net
5.2.6  Gross fixed capital formation {6.7.6)
(1a.2.6) 5.7.8 HNet borrowing {6.7.8)

Gross invegtment

Pinance of grogs investment

transacticns

Account 6. External
6.2.7 Sales of goods and services
outside the segment (la.2.7)
6.5.1  Compensation of employees
receivable from outside the
segment,net (3.5.1-1b.4.1)
6.6.17 Other current transfers n.e.c.
received, net (5,6,17)
5.7.6 Capital transfers received,net
(5.7.6)
6£.7.8  Net borrowing (5.7.8)

6.1.6 Purchases of goods and services
cutside the segment (la.l.6)

6£.5.3 Property income payable outside
the segment, net

6£.5.2 Direct taxes on income {3.6.2)

Receipts

Disbursements




B/CN.3/545
Page 242

B. Accounts for Segments Made Up of Key Kind(s)of Economic Activity

Account la. Production accourt -~ Cecmrodities

la.1l.13 Characteristic products of key
industry(ies) produced by
establishments of key
segment(s) (1b.1.11)

12.1.24i1 Characteristic products of key
industry(ies) produced by

la.2.1 Consumption, industries

la.2.2 Consumption, general government
services

la.2.h Consumption, households and
services of private non-profit
organizations

other establighments 1a.2.5 Increase in inventories
le.1.1.6 Competitive imports 1a.2.6 Grosg fixed capital formation
la.2.7 Exports
Total supply Total use

Account 1b. Production account - Industries

Commodities consumed
Compensation of employees
Operating surplus
Consumpticn of fixed capital
Indirect taxes

Less subsidies

e e
T oo ooo
Eo . N
AN N

1b.1.11 Characteristic products of key
industry(ies) (1la.1.1i)

1b.1.2ii1 Other preducts of the
egtablishments of key
segment(s)

Gross input

Gross output

a. Corporate and Quasi-corporate Enterprises Covered in Key Segment(s)

Lecount 5. Income and oublay account

25.5.2 Entrepreneurial income of guasi- a3.4.2 Operating surplus (1b.4.2)
corporate enterprises a3.5.4 Income from proverty
a3.5.3 Property income payable
83.6.2 Direct taxes on income
a3.6.8  Other current transfers n.e.c.
made, net
a5.7T.1 Saving of incorporated enter-
prises (25.7.1)
Disbursements Recelpts
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Account 5. Capital finance account
25.2.5 Increase in inventories a5.7.1 Saving of incorpeorated enter-
85.2.6 Gross fixed capital formation prises (aﬁaTnl)
a5.7.5+( Purchases of lard and other a5.4.3  Consumption of fixed capital
non-reproducible tangible (1b.4.3%)}
asgets and intangible a5.7.6 Capital transfers veceived, net
assets, net a5.7.8  Net borrowing (a5.7.9)
Gross investment Finance of gross investment
a5.7.9 Net borrowing (a5.7.8) 85.9.1 Net incurrence of foreign
ab.8.2 Gold and foreign exchange liakilities
25.8.% Other foreign financial assets a5.9.6 Bills and bonds, short-term
a5.8.4 Currency and transferable a5.9.7  Ponds, long-term
deposits 25.9.8 Corporate equity securities,
a5.8.5 Cther deposits including capital participations
a5.8.6 Bills and bonds, short-term a5.9.9 Other loansg received, short-term
a5.8.7 Bonde, long~term 25.9.10 Other loans received, long-term
a5.8.8 Corporate equity securities, a5.9.12+ Proprietor's net investment
ineluding capital participation 13 in guasi-corporate enter-
25.8.9~10 Other loans made prises
a5.8.14  Trade credit and advances extend- a5.0.14 Trade credit and advances
ed received
a5.8.15 Other domestic fanancial assets a5.9.15 Other domestic liabilities
Het acquisition of financial sasets Net dincurrence of liabilities

plus net borrowing

b. Households of Proprietors of Unincorporated Enterprises Included
n Key Begment, Including These Enterprises
Account 3. Tncome and outlay account

b%.5.4 Private consumption expenditure  1b3.4.2  Operating surplus {(1b.k.o%)
b%.5.3% Property income payable b%.5.1 Compensation of employees
b3.6.1 Zoclal security contributicns b%.5.4 Income from property
b3.6.2 Other direct taxes on income b3.6.4  Social security benefits
b3.T.1 Saving (b5.7.1) b3%.6.111 Other current transfers

n.e.c. received, net

Dzsbursements Receiptes
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Account 5. Capital finance acccount

b5.2.5 Increase in inventories b5.7.1  Saving {b3.7.1)

05.2.6 Gross domestic fixed capital b5.4.7 Consumption of fixed capital
formation (1b.4.%%)

b5.7.5+7 Purchase of land and other non- b5.7.6 Capital transgfers recelived,
producible tangible assets net
and intangible assets, net b5.7.8 Net borrowing (b5.7.9)

Gross investment

Finance of gross investment

b5.7.9 et borrowing (©5.7.5)

b5.8.2 Cold and foreign exchange

b5.8.3 Cther foreign financial assets

b5.8.4 Currency and transferable
depogits

b5.8.5 Other deposits

15.8.9-10 Other loans made

B5.8.14 Trade credit and advances
extended

b5.8.n Other domestic financial
assets

b5.9.1 Net incurrence of foreign
liabiiities

b5.2.9 Other loans received, short-
tern

15.9.10 Other loans received, long-term

b5.9.14 Trade credit and advances
recelived
Other domestic liabilities

b5.9.n

Net acquisition of finanecial assets plus
net borrowing

Net incurrence of liabilities
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Table A. Gross Quiput Classilied into on Own-Account and for Sale

Ttem Flow Transaction
a. Industries
1 1.1%§ Gross output by industries not mainly
procucing for the market
2 i. Final consumption of owners
and other engaged persons
5 ii. Tnerease in dnventories
b iii. Fixed capital formation on own
accolnt
5 iv, Sold to others
6 1.1% | Gross cutput by industries mainly
producing for the market
7 i. Final consumpticn of owners
and other engaged pervrsons
8 ii. Increase in inventories
9 ii1., Fixed capital formation on
own account
10 iv. Beld to others
11 1.1 | Total
b. Services of General Goverament and Private Non-Profit
Organizations Serving Households
12 ..2~1.5 | Gross output of goods and services
13 i. Censumpticn expenditure
14 ii. Sold to others
15 e. Total eoods and services (11+12)




Table B.

Use and Domes®tic Supply of Commodities

Commodaties classified
according Lo industry

i which characterastically
produced

(2}

Use (st market praces)

Indus=
tries’
con-
sump-
tion of
commo -
dities

General
govern=
ment

consump=
tion of

comod=
ties

(3)

Private
consump=
tion of
commo-
dartaes

(&)

In=-
crease
1
ihven-=
tories

(5)

Fixed
capital
forma-
tron

(&)

Exporis
(FoR)

(7

Total
use and
domestic
supply
(at
market
prices)

&)

Domestic Supply

Irported
commodities
(e1r)

(9}

Lomestic production

Dutaes
on
imported
commodr=
ties

(10)

Domestically
produced
commodities
at producer
prices

{11)

Transport

and distribution
margins and
commodity taxes,
net, on imported
and domestically
produced commodities

{12)

Characteristic productks

of wore detairled industrial
classification, as shown

in Table 1 of Chapter IIT
except Tor servaces,

and omiggion entirely

of whclesale and retarl

trade - 1.e., dlstrlbutlonl

Total

é/ The entries on the line for transport, storage and communicabion relate to the transportation of passengers only in the case of transport. Any commodities
produced by the services of general govermment or private non-profit organizations serving households which are included in the characteristic products of
any ©f the industries should be separately i1dentifred.
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ANNEX II. SUGCESTED ORDER CF PRICRITY OF COMPILATION

Accounts

Production, Consumption Expenditure and Capital

°

B.

Expendature Accounts
Commodities (Account 1. Production account)

Industries (Separate sets of Accounts 1 and
3 for Agriculture, forestry and fishing,
Mining, Manufecturing and electricity
and gas, Construction, Transport and
distribution, and Seyvices)

1. Agriculture, foresgtry and fighing,Mining,
Manufacturing and electricity and gas,
Construction, and Transport and
distribution

a. Account 2. Production account

b. Account 3. Capital expenditure account
2. Bervices

a. Account 1. Production account

b. Account 3. Capital expenditure account
General government services (Acrounts 1 and 3)

Services of private noneprofit institutions
serving housekolds (Accounts 1 and 3)

Houselo 1ds (Account 2. Consumption expendibure
account

Order of prioraty
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IXT.

Iv.

Accounts (Cont'd)

Tncome znd Outlay and Capital Finance Accounts

A,

Non-financial enterprises, corporate and gquasi-
corporate

Account 3. Income and outlay account
Account 5. Capital finance acccunt
a. Gross lnvestment
b. Claims
Financial institutions
Account 3. Income and outlay account
Account 5. Capital finance acccunt
General government
Account 3. Tncome and outlay account
Account 5. Capltal finance account
a. Gross investment
b. Claims
Private non-profit instatutions serving hcusesholds
Account 3. TITncome and outlay account
Account 5. Capital finance account

Households, including most noan~financial private
unincorporated enterprises

Account 5. Income and outlay account
Account 5. Capital finance account
a. Gross investment

b, Claims

Special Accounts for Segments of Economy

A,

Rural or traditional rural segment(s)
Aceccunt 1. Prcducticon accounts
Account 3. Income and outlay account
Account 5. Capital finance account

Account 6. External transactions

Order of pricrity
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Accounts (Cont'd) Order of priority
B. Key kind(s) of economic activity
Account 1. Production accounts 1
Accounts 3 and 5. Corporate and dquasi-corporate
enterprises 1-2
Accounts 3 and 5. Households of proprietors of 2=35
unincorporated enterprises
Supporting Tables
I: Production, Consumpbion Fxpenditure and Capital
Expenditure fLccounts
A. Current Prices
Table 1. Gross Domestic Product_and Factor, | | 1-2
Incomes, by Kind of Economic Activity
Table A. Gross Output Classified into on Own-
Account and for Sale 1
Table B Use and Domestic Supply of Commodities 1
Table 2. Supply and Use of Commodities A
Table 3. Gross Outputs and Inputs of Industries 2-%
Table 4. General Covermment Congumption Expendi- i-2
ture, by Cost Structure and Purposge
Table 5. Consumption Expenditure of Private Non- 3k
Profit Organizations Serving Households,
by Cost-Structure and Purpose
Table 6. Composition of Household Congumption
Expenditure
a. By type of expendature 1-2
b. Household congumption expenditure in 5

the domestic market, by object

Table 7. Gross Capital Formation
a. By type of capital good
b. By kind of economic activity 2-35
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Supporting Tables (Cont'd) Order of priority

B. Constant Prices and Employment

Table 8. Value in Constant Prices and Correlative
Price Indexes, Gross Domestic Product
by Type of Expenditure

a. Value in constant priceg 2
b. Correlative price index numbers 2
Table . Gross Domestic Product at Constant Prices by
Kind of Beonomic Activity 2-3
Table 1C. Employment by Kind of Economic Activity 2-3
Table 11. General Government Consumption BExpendifure in Bl
Constant Prices, by Purpose
Table 12. Consumpbion Expenditure of Private Non-Profit L
Organizations Serving Households, by Purpose
Table 13. Composition of Household Ceonsumption Expenditure 2
in the Domestic Market at Constant Prices
a., By type of commodity 2
b. By cbject 4

Table 1L. Composition of Gross Domestic Capital Formation
at Constant Prices

a. By type of capital good 2-3
b. By kind of economic activity

Table 15. Imports and Exports at Congtart Prices, Classified
according to Characteristic Products of
Industries

II. INCOME AND OUTIAY AND CAPITAYL FINANCE ACCCUNTS

Table 16. Wational Income and its Distribution

a. National income at market prices 2
b. Distrabution of income 2=3
Table 17. Income and Outlay of the Sub-Secters of 2

General Government

Table 18. Selected Outlays of General Government, 2
Congsolidated by Purpose
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Supporting Tables (Cont'd)} Order of priority
Tabie 19. Income ard Qutlay of Sub-Sectors of 3.l
Households, Including Unincorporated
Private Non-Financial Enterprises
Table 20. Grosgg Ianvestment of the Detailed Sub-Sectors 2-3
Table 21. TFinancial Transactions of the Detailed 3L
Sub-Sectors
Table 22. Capital Transactions of the Public and Bl
Private Sectors
Table 25. Capital Transactions of the Monetary Sector, 1
Consolidated
Table 24. Income and Outlay and Capital Transactions 3

of Non-Financial Corporate and Quasi-
Corporate Enterprises, by Kind of
Beconomic Activity

TII. ALL ACCOUNTS

Table 25. External Transactions 1
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I. INTRCDUCTION

1. This paper describes the progress made since the thirteenth session of the
Statistical Commission in the revision of the SNA; and suggests the further
work that 1s required on this subject. The description of the progress made
includes an outline of the major additions to, and modifications in, document

E/CN.3/320, A System of National Accounts (Proposals for the Revision of SNA, 1952),

which resulted from the studies and consultations in respect of the revised system
that have been carried out during the last year and a half. It may be recalled
that the thirteenth session of the Commission decided on the work to be done
during the period in the light of the discussion of E/CN.B/EEO, The full details
of the additions to, and alterations in, the proposals of E/CN.3/320 are
incorporated in the latest version of the revised SNA, Proposals for Revising

the SNA, 1952; June 1966, E/CW.3/345, coupled with part II of the Report of the
Second Segsion of the Ixpert Group on the Review of National Accounts and Balances,
E/CN.3/346. These documents have also been submitted for the consideration of

the fourteenth session of the Commission. Most of the suggestions for further
work on the revision of the SNA made in this paper have been drawn from the Report
of the Expert Group.

20 In accordance with the programme of work outlined by the thirteenth session
of the Statistical Commission, a full set of definitions and classifications has
been devised for the revised SNA; and an adaptation of the system has been
formulated for the use of the developing countries. Regional and other
international consultations have been held on these aspects of the system and on
its structure, concepts, standard accounts and supporting tables. For the
purposes, special studies were carried out in respect of aspects of the systenm
concerning which questions had been raised in the course of the review of thege
systems of national accounts and balances. Among the topics dealt with in these
studies were: the definition of the categories of transactors in the system;
the treatment of private non-profit organizations; the required concordance
between the classifications of kind of economic activity and the purpose of
general government and private non-profit institutions and between the

classifications of final consumption; the distinctions to be drawn in respect of
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the transactions of household and other economic agents with general government
organs; the basis of recording and the classification of imports and exports;

the definition and clagsification of current and capital transfers; and the needs
and circumstances of the developing countries in respect of national accounting.
In this work, special attention has been pald to extending the common ground
between the SNA and the MPS.

3 National and sector balance-sheets and income distribution statistics

were not discussed in the regional meetings, but were considered by the second
session of the Expert Group on the Review of National Accounts and Balances.

As the Commission had requested, the Expert Group examined the bearing of these
statistics on the structure of the revised SNA, (See parts III and IV of
E/CN.3/345). The consultations also did not deal with the concepts and methods

of input-output analysis, national accounting data in constant prices, or regional
accounting though these topics are discussed in E/CN,B/BQO. Proposed supporting
tables on constant-price data were however considered by the regional working
groups and the second session of the Expert Group.

L, The regional meetings devoted to the revision of the SNA consisted of
working groups in the case of Africa, Latin America and Asia; and groups of
Rapporteurs on Activity and Commodity Classification, Public Sector Statistics,
and Concepts and Definitions and the second session of the Working Group on
National Accounts and Balances in the case of the Conference of European
Statisticians.l/ The working groups in the developing regions considered the
adaptation of the new SNA to the conditions in the countries of their region,

as well as the proposals in E/CN.B/BEO on the main system itself. The full
classifications and definitions of the system given in E/CN,5/345, were the subject
of discussion in Europe and the second session of the Expert Group only. In
addition to the meetings held under the auspices of the United Nations, the
proposals for extending and revising the SNA were discussed at the 1965 Conference
of the International Association for Research in Income and Wealth and at a special
meeting of the Conference on Research in Income and Wealth of the National Bureau

of Economic Resesrch.

;/ Reference to the reports of these meetings are given in foot-note 1 of
chapter I, E/CN,3/3L5,
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5. The discussion below of the major aspects of the progress made in
Tormulating the revised SNA and the proposals for continuing this work follows
the order of the chapters of document E/CN.3/345,

IT. THE OBJECTIVES AND STRUCTURE OF THE SYSTEM

6. The aims and structure of the revised SNA, as outlined in E/CN.B/BMS, have
the approval, on the whole, of the regional meetings and the second session

of the Expert Group on the Review of National Accounts and Balances. The second
session of the Expert Group also concluded that the proposed structure will
accommodate the national and sector balance-gheet accounts and tables which
should be developed eventually., In the case of gtatistics of the disgtribution
of income, the experts recommended further study in the near future, of the less
detailed aspects of statistics of income shares which may appropriately be
incorporated into the revised SNA itself. (See, for example, paragraphs 60-6L
of E/CN.3/346.) This involves the question of the classifications of households
and of property and entrepreneurial incomes required for this purpose. The
development of a full system of income distribution statistics which is
complementary to, but linked with, the systems of national accounts and balances,
raises additional problems of classification, for example, distinguishing the
outlays of producers on health, recreational, educational and similar facilities
which they furnish to employees collectively, identifying the portions of the
final consumption of general government and private non-profit institutions
which should be included in the ‘total consumption of the population, and devising
a detailed classification of transfers and related transactions. (See
paragraphs 13, 48 and 100 of E/CN.3/346,) It is suggested that these subjects
be studied in the cotext of the complementary scheme of income distribution
statistics. ,

T The proposals of E/CN.5/345, taken in conjunction with the comments of the
Expert Group, include some alterations in the structure of the revised SNA,

as set out in E/CN,3/320. A separate sector is provided for private non-profit
institutions mainly serving households; the roles of general govermment and
these private non-profit institutions as producer and consumer are clearly
segregated, one from the other, in the accounts of the system; and households
are not considered to engage in production. "Pure" production accounts are

therefore shown for the services of general government and the private non-profit
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institutions and for domestic service; and consumption expenditure accounts are
delineated for the purposes of general government and private non-profit
organizations and for households. Further, provision is made for the classification
of non=financial corporate and quasi=corporate enterprises according to kind of
economic activity. This scheme of classification may also be required in the case
of financial institutions and the households of owners of privabe unincorporated
enterprises, in order to include adequate data on incomes shares.

8. The second session of the Expert Group, as well as the consultations on
E/CN,3/320, emphasized the need to describe in some detall the purposes to be
served by the new SNA in relation to the various aspects of the system and to
devote attention to the pedagogical aspects of describing the structure of the
system. It is proposed to do this in the full discussion of the objectives,
character and structure of the revised SNA to be included in the next document

on the revised SNA. It is thought that this document should also deal with the
concepts and methods of input-output analysis, national accounting data in constant
prices, and perhaps regional accounting. The chapter on constant=price data would
e based on the results of regional meetings on the objectives, concepts and
methods of constant-price datas tentatively planned to take place during the period
November 1966=May 1967 .

III. THE DEFINITIONS AND CLASSIFICATIONS OF THE SYSTEM

9. The complete and detailed definitions and schemes of classification given

in chapters III through V of E/CNQB/BMS represent a major portion of the progress
made in revising the SNA since the thirteenth session of the Statistical Commission.
Practically all of the definitions were prepared during the last year; and the
clasgifications of the purposes of private non-profit institutions, gross capital
formation by type, imports and exports of goods and services, and current transfers,
were added to the schemes of classification given in E/CN.3/5200 In addition, the
classifications of kind of economic activity, general government purposes;
households' goods and services and financial claims shown in E/CN.B/BEO were

altered substantially in the course of the international discussions of the
document. Though all the detailed definitions and classifications of E/CNQB/BhS

have been explicitly considered in Europe and by the Expert Group only, they also

[ooe
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reflect the conclusions reached, and the questions raised, in respect of the
proposals of E/CN.3/320 and the definitions and classifications of the present SNA
during the other meetings and consultations on the review of national accounts
and balances.

10. The definitions of E/CN.3/345 are more complete and detailed than the
definitions of the present SNA. This is due primarily to the effort to provide
descriptions of concepts and classifications which are clearer and furnish more
precise guidances In a number of instances, the need to clarify the import of
definitions in the present SNA, to delineate more precisely the border lines
between categories of transactors or transactions, or to take account of the
practical problems which arise in applying the definitions, was indicated in the
course of meetings, other consultations and investigations. The definitions and
classifications of E/CN.B/BHB are also organized differently from those of the
present SNA. This is the consequence not only of the changes in the structure of
the accounting system, but also of the effort to provide a document which may be
more conveniently utilized. ZFor example, all the definitions and classifications
in respect of a particular category of transactors or transactions are given in
a single places

11, Document E/CN.B/BMS, coupled with the modifications therein recommended by
the second session of the Expert Group, proposes the following major alterations
in the concepts and classifications of E/CN.3/320:

(i) Sectoring: Private non-profit institutions which mainly serve
business units or households and which are wholly or mainly financed by
government organs, are classified in general government. This is also
the case for private non=-profit organizations which mainly serve general
government agencies. Other private non-profit institutions which mainly
serve business units are included among industries in the case of the
accounts on the production and use of goods and services and among
non=financial corporate and quasi-corporate enterprises in the case of the
other accounts of the system, while other private non~profit institutions
which mainly serve households form a separate sector of the system. The
scope of the government enterprises and private unincorporated enterprises

included in non-financial corporate and quasi-corporate enterprises has been

[ooe
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narrowed. Only relatively large government enterprises which sell to the
population and relatively large partnerships and sole proprietorships which
have complete profit-and-loss and balance=sheet accounts for their business,
are included. The monetary functions of the Treasury have been shifted
from "Financial institutions" to "General government"; and the sub=-sector
"Monetary authority” is replaced by two sub=sectors - "Central bank” and
"Other monetary institutions".

(ii) Other classifications of chapter III, E/CN.B/BMS: The interim
classification of kind of economic activity has been modified so as to
extend the common ground between the SNA and MPS, to reach one=to-one
correspondence, in at least the detailed categories; between it and the
purpose classification for general government, and to increase its
usefulness for input-output analysis. Alterations have also been made
in the classification of general government purposes in order to improve
its usefulness in the analysis of all types of expenditure.

(iii) Gross output: The scope of gross output has been extended to

cover all own=account construction by households, the processing of primary
commodities by farmers for their own consumption, and the out-put of other
goods and services for own consumption which are also sold in the market.
The imputation of a service charge for banks and similar financial
institutions has been reinstated; this service charge is to be paid by a
nominal industry in order to avoid the problems of allocating the imputed
charge among econcmic agents, in particular, various industries.

(iv) Allocation of consumption between households and general

government and between governments: The basis for allocating the consunption

of commodities acquired from industries (business units) between households

and general government has been modified. Instead of the sums which households
and general government pay directly to these business units, use is proposed

of the criterion of who makes (decides on or initiates) the purchase, in

order to avoid division of the outlay between the parties and variance in
allocating the outlay, depending on the procedure for direct payment. In

the case of household purchases of services produced by general government,

the basls of allocation remains the gmount paid, now including, however,

[ees
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nominal fees. Unilateral tramsfers of gcods and services from one government
to another, whether for civilian or military use, are to be included in

the intermediate consumption of the receiving government, financed by
transfers on income and outlay accounts from the donor to the recipient.

(v) Classification of households! goods and services: The

classification now relates to households only; it has been altered in s

few respects in order to attain concordance with the purpose classification
of general government and private non=profit institutions serving households;
and a third level of classification has been added in order to provide in
all cases, for comparability between the SNA and MPS, separating the repair
from the acquisition of goods, and classifying goods into non=-durable,
semi=durable and durable.

(vi) Gross capital formation: The scope of fixed capital formation

has been extended to include increases in breeding stocks, draught animals
and dairy cattle and significant outlays on the developuent of new orchards,
rubber plantations, and holdings of other fruit and sap-bearing plants.
Increases in other livestock are classed as increases in inventories.

(vii) Distinction between indirect and direct taxes: Taxes paid

directly by households on the possession or use of goods and services,
in the assessment of which no account is taken of the income or wealth
of the taxpayers (e.g., motor vehicle duties), are to be classified as
direct taxes instead of indirect taxes. On the other hand, the scope of
indirect taxes pald by business units has been widened to include taxes
assessed on value added.

(viii) Classification of current transfers: The proposed classification

of current transfers distinguishes between the various transactions arising
from the ownership of enterprises and other property, other reqguited
(contractual) transfers, various categories of obligations to, and
commitments of, organs of government, and categories of other unrequited
but voluntary grants.

(ix) Saving: It is now proposed that the saving of private quasi=-
corporate enterprises be retained by them, instead of being transferred %o

their owners. However, the saving (loss) of the government enterprises

[oos
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included among non-financial enterprises is to be transferred to general
government .

(x) Capital transfers: Though a more restricted concept of capital
transfers was suggested in E/CN,B/BEO, the definition proposed in E/CN,5/3M5

is essentially similar in scope to that in the present SNA. The definition

is designed to draw coherent distinctions between current and capital
transfers which meet the analytical requirements for these data.

(xi) Non=reproducible tangible assets and intangible assets unmatched

by ligbilities: In order to account for all transactions which take place

in an economy, a category of transactions, net purchases of non-reproducible
tangible assets other than land (eeg., art objects, antiques) and intangible
assets (eng., patents, copyrights, leases and concessions), has been
introduced in the capital finance accounts.

(xii) Classification of financial claims: The classification has been

altered so that the main categories of the classification are based on
type of instrument and degree of liquidity and subsidiary categories
distinguish between kind of debtor, where necessary. Further, where
required, original length of maturity, rather than actual maturity, is
to be utilized in classifying instruments according to liquidity.

In the light of the report of the Expert Group, further study 1s required

of a few aspects of the definitions and clagssifications of the revised SNA. The

work which it seems possible to complete in the course of preparing the next

document on the revised SNA is outlined below:

(i) Classification of households and flows of income: Devising a

simplified socio=economic classification of households and individuals and
a more detalled classification of property incomes than in E/CNQB/BMS in order
to incorporate more data on income shares.

(ii) Industrial classification of enterprises: Developing an interim

classification of kind of economic activity for enterprises based on the
interim classification for establishments. This will involve a request to
national statistical offices for dats that may be available on the
relationship between the principal kind of economic activity of enterprises

and the kind of economic activity of their constituent establishmentss

[ooe
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(iii) Other clagsifications: ¥Further investigating modifications which

may be required in the detail of the classifications of kind of economic
activity, the purposes of general government and private non-profit
organizations, and households' goods and services.

(iv) Definition of resident hougeholds: Studying the international

movement of persons in order to clarify and amplify the definition of

resident households.
13. In addition, in preparing the next version of the document on the revised
SNA, the definitions of the categories of transactors in the system should be
set out so as to indicate clearly the nature of, and reasons for, the differences
and similarities in sectoring between the accounts on the production and use of
gocds and services and the other accounts of the system. Also, it will be
essential to ensure that consistent and uniform terminology is employed
throughout the definitions and classifications.
1k, It appears likely that it will take considerable time to complete one aspect
of the work on classifications for the revised SNA. This is the definitive
clagsification of kind of economic activity for establishments and enterprises
and the related classification of commodities. The introduction of these
clasgifications must walt for the adoption of a revised International Standard
Industrial Classification of all Economic Activities (SIC) by the Statistical
Commission. Work has started on the revision of the ISIC, but it is not clear
when the Commission will be in a position to adopt a revision. It should be
noted that account is being taken, in detail, of the interim industriasl
classification for use in the systems of national accounts and balances, in the
work of revising the ISIC. However, since the ISIC must be designed for use in
a wide range of statistics, the arrangement and crdering of cagtegories of the
international classification may differ from that of the interim, or definitive,
industrial classification of establishments in the systems of national accounts

and balances.

IV. STANDARD ACCOUNTS AND TABLES

15, The study and discussion of the standard accounts and supporting tables
in E/CN.3/320 during the last year and a half resulted in a number of additions

Jeee
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to, and refinements and other modifications in, the accounts and tables. A system
of coding transactions has been introduced where the last two elements of the code
are 1ldentical for a given flow in the case of all accounts and tables and where in
most cases, the penultimate element indicates the class of transactions in which
the flow falls. An attempt will be made to improve the latter aspect of the
system of coding so that it will reflect the most relevant classification of
transactions in all instances. The effort to employ neutral terms to describe
transactions also needs to be carried further. Some of the changes in the
transactions needed in the accounts and tables are the consequence of modifications
in the definitions and classifications of the system, while other alterations are
due to the effort to provide for more adeguate information.

16, The major additions and modifications in the standard accounts and tables

of E/CN.3/320 proposed in E/CN.3/345 coupled with the report of the Expert Group,
are outlined below.

(i) Class II Accounts: Separate and full production accounts are now

provided for the services of general government, the services of private
non=profit institutions serving households, and domestic service; separate
consumption expenditure accounts are to be shown for households,; the
purposes of general government, and the purpose of the private non=profit
organizations; and the Class IL Accounts are to be organized into accounts
for the production and use of commodities, accounts for industries, general
government and private non=-profit organizations, and accounts for domestic
service and households.

(i1) Class III Accounts: Separate income and outlay and capital

finance accounts are shown for private non=profit institutions serving
households; a few additional transactions, in current transfers and in
non-reproducible tangible assets other than land and intangible assets
other than financial claims, are added; and the classification of
transactions in financial claims is to be largely according to type of
instrument.

(iii) Supporting tables, in current prices, to Class IT Accounts: The

tables on the gross domestic product and gross capital formation (tables 1

and 7) are sectioned into industries, general government services and the

/ose
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17,

services of private non-profit institutions serving households; and the
cost structure of the production of general government and the private
non-profit organizations is shown classified according to purpose (tables L
and 5). Data on private non-profit organizations serving households are
separated from data on households in the case of all the supporting tables.

(iv) Supporting tables, in constant prices, to the Class II Accounts:

In addition to the alterations which are due to modifications in the
corresponding tables in current prices, tables are added on commodities
classified according to intermediate and final use and source of supply,
on the consumption expenditure of general government and private non-profit
institutions classified according to purpose (tables 11 and 12), and on
imports and exports classified according to the industries of which they
are characteristic products (table 15).

(v) Suprorting tables to Class ITT Accounts: The distribution of

disposable income according to institutional sector, as well as national
income, is now shown (table 16); data on selected outlays of general
government according to purpose have been added (table 18); the socio=
economic classification of households in table 19 is to be elaborated
further; table 20 is to be eliminated and the data called for on the
transactions of general government and households are to be added to

tables 17 and 19, respectively; the columns for the Central bank and for
Central government in table 21 are to be divided into international reserve
and domestic transactions and part (b) of the table eliminated; and a table
is provided on the classification according to kind of economic activity
of the income and outlay and capital finance accounts of non=financial
corporate and quasi=-corporate enterprises (table 2&).

(vi) Supporting table to all accounts: A table is delineated on all

external transactions classified in some detail (table 25),

Excepting the formulation of international reporting requirements based on

the revised SNA, it seems possible to carry out the work which remains to be done

on the standard accounts and tables in the course of preparing the next document

on the revised system. The major facets of this work are briefly described below:

[eoe



E/CW.3/345/8dd .1
English
Page 13

(i) Examining the character and organization of the accounts with a
view to enhancing the values of the accounts in explaining the structure
of the revised system, as well as in setting out the main data of the system;
and delineating in greater detall than was feasible in E/CN.E/BMB, the
relgtionships between the standard accounts and the matrix accounts and the
gsystem of links of the standard tables to the accountse.

(ii) Formulating broad guidelines on the periodicity and order of
priority of compiling the standard tables and accounts in the light of the
character and relative urgency of the various analytical requirements for
the information and the relative problems and burdens of compiling the data;
and furnishing explanatory notes in respect of the tables and accounts.

(iii) Including more adequate data in the supporting tables on the
distribution of incomes from participation in production and the ownership
of property.

(iv) Adapting and amplifying the supporting tables on financial
transactions in respect of monetary, fiscal and related institutions and
activities so as to provide for adequate data for purposes of financial
and monetary analysis.

18. International reporting reguirements in respect of the new system should be
framed immediately after the Statistical Commission adopts a revised SNA. This
will involve selecting from the supporting tables and accounts of the system, the
series to be reported in the light of the analytical requirements internationally
and available data nationally; and should be carried out in co=-operation with the
interested international agencies. It will be desirable to consult national

statistical offices on a draft of the questionnaire worked out.

V. ADAPTATION OF THE SYSTEM TO THE DEVELOPING COUNIRIES

19, The adaptation of the main system to the requirements and circumstances of
the developing countries set out in chapter VII of E/CN.5/345 represents a major
aspect of the work completed during the last year or so. The proposed adaptation
exhibits the conclusions reached by the African, Latin American and Asian working

groups which met during the latter half of 1965. It consists primarily of (i) a

/oso



E/CN.3/345/A44 .1
English
Page 1k

list of orders of priority for developing standard accounts and tables of the full
system and (ii) special classifications, accounts and tables for the use of the
developing countries.

20. The working groups thought that the full system provides suitable long-term
goals for evolving national accounting and the co-ordinated basic statistics in
these countries. They considered that for this purpose it is essential to have
guidelines on the sequence in which the full system might be developed, based on
the relative urgency of the analytical requirements for the data of the system and
the relative difficulties and costs of compiling these data. They also concluded
that supplementary classifications, accounts and tables were required in view of
the economic and social conditions which characterize the less developed countries
and the policies, institutions and instruments which a number of these countries
employ 10 further economic and social development.

21, The supplementary classifications consist primerily of distinctions between
traditional and modern forms of production and between privately and publicly
owned and/or controlled industries. The special accounts involve all the accounts
of the system; and relate to selected areas of a developing country (e.ga,
traditional or all parts of rural areas, particular or all urban areas) or kinds of
activity which are of key ilmportance to its economy (eeg., selected industries, the
public sector). The supplementary tables concern the relative roles of production
for own consumption and for the market and the sources of supply and use of
commodities,

22, It is thought that chapter VII should be expanded in the next document on the
revised SNA in order, inter alia, (i) to furnish detailed definitions of the special
classificstions, accounts and tables proposed and (ii) to explain the precise

relations of these special features of the adaptation to the main system.

VI. PROGRAMME OF FUTURE WORK

25, The thirteenth session of the Statistical Commisgion thought that the fifteenth
segslon should consider the revised and extended SNA which is to be published. For
this purpose the following work should be completed:
(i) Consultation, through reglonsl conferences of statisticians and
other neans, on the objectives, concepts and methods of national accounting

in constant prices and related aspects of the revised SNA.
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(ii) Preparation of a new document on the revised SNA, in the light
of the discussion of the fourteenth session of the Commission of the

Proposals for Revising the SNA, 1952; June 1966, E/CN.3/345, and the Report

of the Second Session of the Expert Group on the Review of National Accounts

and Balances, E/CNw3/3h6, and the results of the consultations mentioned

aboves The new document should furnish a full description of the structure
and concepts of the system, the complete definitions and classifications,
and the standard accounts and tables which are to be integral parts of the
system other than national and sector balance-sheets; and should contain
discussion of input=output analysis, national accounting in constant prices
and perhaps regilonal accounting.

(iii) Consultation on this document with national statistical offices;
and preparation, with the assistance and advice of the Expert Group, of a
proposed publication on the SNA for the consideration of the fifteenth session
of the Commissione.

oh, The programme of work suggested gbove will lesve the following major aspects
of the review of the nagtional accounts and balances which the thirteenth session
of the Commission outlined, to be undertaken after the fifteenth sesgsion:

(i) Framing of international reporting requirements in respect of
national accounting data, based on the revised systems of national accounts
and balances and in consultation with national statistical officese.

(ii) Preparation of technical manuals on the revised SNA.

(1ii) Development of detailed proposals on the definitions,
classifications and tabulations of national and sector balance=sheet
statistics integrated into the revised SNA. This question is discussed
in document E/CN.B/B&T, which is before the fourteenth session of the
Commissicone

(iv) Development of proposals for systems of income distribution, labour,
demographic and other social statistics which are closely related to the
systems of national accounts and balances. The subject of income distribution
statistics is discussed in document E/CN.3/348, which is before the fourteenth

session of the Commission.
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(v) study, in co-operation with the Conferencew.of European Statisticians,
of the relationships and links between the revised SNA and MPS; and
development of common basic aggregates of specigl interest. This aspect of
the work is described in document E/CN.5/5M9, which is before the fourteenth

session of the Commissione.



