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CHAPTER 1. INTRODUCTION


B. 
Need for a revised manual

(h) 
introduce the idea of satellite accounts to allow alternative presentations that use the same underlying principles but with (i) additional detail, and/or (ii) some alternative concepts, including nonfinancial variables (such as numbers of visitors or migrants) so that this manual can be used as a starting point for other types of analysis, and so maintain a consistent base;
CHAPTER 4. UNITS, INSTITUTIONAL SECTORS AND RESIDENCE

A. General Principles

4.1 This introductory section to this chapter will explain how an economic territory consists of institutional units and how the concept of residence is used to classify an institutional unit to an economic territory. As background, the section will note that increasing international economic openness means that some institutional units have connections to more than one economy. This chapter will introduce the concept of a predominant center of economic interest as the way to show the link between the economy and the institutional unit. This concept is designed to ensure that each unit is a resident of one and only one economy (or, in a few exceptional cases that will be set out in this chapter, a single real-world unit is split into separate institutional units that are residents of different economies).

E. 
Residence

1. General principles

4.33 The concept underlying residence will be stated, that is, for each institutional unit, the territory will be identified with which the unit has the strongest link, in other words, its “predominant center of economic interest.” Each unit should be a resident of one and only one territory. Because some units have connections with two or more territories, there is a need to choose between alternative criteria for economic interest, and there may be different perceptions about which criterion is applicable. Physical presence for a year or more is the main criterion, but other criteria apply, for example, in the cases of governments, international organizations, and units without physical presence. (It will be noted that some corporate entities with substantial connections to more than one economy may have been split, as described in Section C above.)

[Comment: The addition of the word “predominant” to the term “center of economic interest” is not intended to be a substantial change. Rather, it is a presentational change to recognize and emphasize that some units have economic interest in more than one territory, so that there may be more than one potential “center of economic interest.” In such cases, the principle is to identify the territory to which the unit has the stronger or strongest connection.]

2. Residence of households

4.34 It will be noted that the household sector includes unincorporated entities that are resident in the same territory as the households that own them and that do not satisfy the criteria to be a quasicorporation, as in 1993 SNA para. 4.49. This chapter will state that the principle of predominant center of economic interest is also applied to determine the residence of households. The chapter will make clear the relationship between individuals and households. A household is defined so that all members have the same economy of residence. Thus the residence of individuals needs to be established before a household can be identified. It will be noted that, as a result of that definition, there is a reconciliation of the apparent incompatibility between the use of households as a unit for international accounts statistics and the use of data on international movements that are undertaken by individuals.

4.35 It is proposed that the definition of the residence of households and individuals for international accounts should be consistent or reconcilable with international standards in migration, tourism, and services statistics, to the extent practical. Accordingly, proposals in this chapter may need to be amended in the light of ongoing discussions with experts and agencies in those fields. Any remaining differences in the residence concept with these other statistics will be explained in this chapter.

4.36 The starting point of discussion will be identification of the predominant center of economic interest, which will be contrasted with other links to a territory, such as citizenship, migration status, and income tax status. Subject to developments in international standards noted in the previous paragraph, to assist compilers on applying the concept of predominant center of interest, this chapter will propose a guideline of actual or intended residence for a year or more.

4.37 The chapter will explain that the guideline of one-year or more will have the advantage of straightforward practical implementation and ensuring international consistency. It will also explain that a convention is needed because some households have strong connections to more than one economy. The chapter will recognize that, in practice, data about individuals may be inadequate. Therefore, the residence of households will often need to be determined from general trends identified in aggregate data. Similarly, while data on intention may not be available, it could be inferred from past behavior of similar groups of people, or a convention may be needed. The classification of being a resident or not determines how the income and expenditure of the people concerned are treated in international accounts statistics.

4.38 The manual will give guidance on specific cases. The following cases are proposed as exceptions to the guideline of one year or more:

(a) diplomats and their families; and

(b) expatriate staff of foreign military bases and their families.

These exceptions are made because, although physically present in the host territory, the households are subject to the jurisdiction of their home territories.

4.39 It will be stated that the guideline of one year or more will be applied in the following cases:

(a) students;

(b) patients;

(c) ship’s crew (i.e., if present on a ship for a year or more, they will have the residence

of the operator of the ship as their own territory of residence);

(d) employees of international organizations and their accompanying dependents. These differ from embassy staff in their being subject, to a greater degree, to the laws of the host economy;

(e) local employees of embassies and military bases;

(f) nonpermanent workers and their accompanying family members; and

(g) refugees.

The one year or more guideline was not applied to students and patients in BPM5; the change is proposed for greater simplicity, for consistency with tourism, demographic, and immigration statistics, and for avoidance of anomalies for those who undertake other activities in addition to studies or health care.

In practice, intergovernmental agreements and taxation issues may be relevant to assessing the connections of the individuals concerned. In these cases, host and source territories should be able to identify a consistent treatment (see South African Reserve Bank, 2003).

Another possible issue that could be considered, within the constraint of consistency with those other fields of statistics, is the inconsistency between the use of “a year or more” in the definition of residence but “more than a year” in the definition of long-term.

[Comment: It would look more systematic and be easier to remember if the definition were the same. However, since the criteria evolved independently in financial and demographic statistics, it might not be practical to change them.]

[Questions: (i) Is the extension of the one year or more guideline to students supported? (ii) Is the extension of the one year or more guideline to patients and ship’s crew supported? (iii) Is any change needed for nonpermanent workers? (iv) Do any other cases need to be mentioned?]

4.40 In the following cases, the one year or more guideline is not conclusive, so additional guidance is needed:

(a) people who leave their original home for a year or more but reside in two or more other economies each for less than a year. In these cases, residence will be determined from the predominant location during the period;

(b) border workers. The residence will be determined from the location of the dwelling of the individual, rather than the place of work; and

(c) individuals who move back and forth between territories, so they do not stay in any one territory for a year or more, such as those who have dwellings in two or more economies and commute between them. The residence status will be determined from their predominant location during the period, that is, where the most time is spent.

4.41 In each case, in view of the conceptual and practical difficulties, this chapter will emphasize the importance of metadata that would state the treatment of the above categories of individuals. In the case of significant population movements between two territories, it will be urged that the compilers of each territory cooperate to ensure consistent definitions and measurement.

4.42 As noted above, the chapter will recognize that some individuals have close connections with two or more economies. Some common examples of such individuals are nonpermanent workers, students, patients, and their accompanying dependents. While such individuals need to be classified as residents of a single economy for international accounts purposes, it may be desirable for compilers to provide supplementary data on those who are classified as non-residents of their economy but maintain significant links with it. Similarly, it may be desirable to have supplementary data on those who are classified as residents of the economy but maintain significant links to other economies. Possible data and presentations will be discussed in an appendix to this chapter.

4.43 A brief summary will encapsulate the implications for the international accounts of whether a household is classified as resident or non-resident of the reporting economy for different types of flows. In particular it will be noted that any changes in the criteria for residence will affect service flows (e.g., expenditure by foreign students or guest workers either being included as services exports or as out of scope of the balance of payments, depending on their residence status).

APPENDIX: INDIVIDUALS AND HOUSEHOLDS WITH CONNECTIONS TO TWO OR

MORE TERRITORIES

Nonpermanent workers, students, and their accompanying dependents may have strong connections with two or more economies. Thus, they are difficult to cover adequately in a balance of payments framework.

The balance of payments structure limits the treatment of households to a resident/non-resident split, but it will be recognized that, in reality, a range of degrees exists of connections to both home and host territories. Accordingly, a possible way of responding to these concerns is as follows: the manual would propose that, for territories where these issues are significant, compilers consider supplementary presentations that provide other information separately (e.g., data on the numbers, demographic characteristics, earnings, expenditure, and saving of these groups, or where nonpermanent residents are combined with non-residents in short-term employment). Such supplementary monetary and non-monetary data could allow users to assess the effect of different definitions on the international accounts and understand the phenomenon of international labor movement as a whole.

A possible satellite or supplementary presentation would be to bring together relevant components of services, compensation of employees, workers’ remittances, migrants’ transfers, financial flows, and positions. It could also include data on certain resident-to-resident transactions undertaken by groups with connections to other territories, such as expenditure by long-term guest workers.

Such a presentation would not be a standard requirement and would only be suggested for economies where the impact of people with connections to other economies was regarded as an economically significant issue.

[Question: Is this proposal suitable for a supplementary presentation for nonpermanent workers and their accompanying dependents?]

A possible definition of nonpermanent residents is as follows: workers, students, patients, and their accompanying dependents who have lived or intend to live in one or more territories other than their home territory for a period from one year up to five years, with an intention to return to the home territory at the end of that time. 

Depending on the circumstances, intention could be identified from surveys, the type of visa issued, or past patterns of behavior by that class of people.

There may be different presentations for different classes of nonpermanent residents, for example, a territory that provides major education services may wish to show the various flows associated with types of students. (Particularly if the proposal to apply the one-year or more criterion for residence to students is accepted, it could be useful to bring together data on students above and below the one-year criterion.)

[Question: Is the proposed definition for nonpermanent residents suitable?]
CHAPTER 9. GOODS AND SERVICES ACCOUNT
C. Classification and Coverage

2. Services

a. Concepts and coverage

9.31 Services will be introduced, along similar lines to the Manual on Statistics of International Trade in Services (MSITS) paras. 1.1–17 and Box 1. As in Box 1 of MSITS, this section will note that although the international accounts measure has some variations from the 1993 SNA definition of services, it is still considered to be a useful grouping. It will be noted that for some components (most notably travel, government services n.i.e, and construction services), the service provided/consumed is actually a mixture of goods and services.

9.32 The manual will refer to the more detailed discussion of services in MSITS. Any differences from MSITS will be noted. (The only changes proposed are a rearrangement of computing and information services, different terminology for royalties, a reclassification of expenditures by non-resident construction enterprises in the economy in which they are working, and a lower level of detail.)

9.33 The standard classification of services is shown in Table 9.3 and will be broadly the same as BPM5. The classification will be described as a mixture of transactor-based (for travel and government services n.i.e.) and product-based (other cases) components. It is not proposed to introduce the full MSITS classification of services and the associated memorandum items as standard components. It is proposed that there be a link table between the classification of services in the balance of payments standard components with the Central Product Classification (CPC). Such a table would provide specific information on the coverage of items and assist in the use of the data for other purposes, notably the construction of supply and use tables in the national accounts. A reconciliation of the CPC and services classification will be given, along the lines of BPM5 Appendix III, or the detailed version in MSITS Table A.III.1 will be cited.
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b. Particular issues

Repairs on goods

9.34 The treatment of repairs on goods will be spelled out. Repairs will be treated as a service. Repairs will be distinguished from goods for processing. This section will also note that “renovations and enlargements” are included under goods for processing. Other exclusions will be noted, as in BPM5 para. 200.

[Question: Should repairs on goods be classified as a service?]

Transport

9.35 Transport will be discussed along the lines of BPM5 Chapter XI. The classification will be unchanged. The section will refer to MSITS paras. 3.53–76, which has a more detailed classification, adding items for space transport, inland waterways, pipeline transport, and electricity transmission.

[Question: Should there be an expansion of the modes of transport beyond the BPM5 level of detail of sea transport, air transport, and other transport, for example as recommended in MSITS?]

9.36 It will be noted that international transport of passengers should be included in this item.

[Question: Would it be more appropriate to include international transport of passengers with travel?]

9.37 A breakdown of total transport services into freight transport, passenger transport, and other transport is proposed as an alternative breakdown for those countries that are unable (for example for reasons of confidentiality) to provide the recommended breakdown into the air, sea, and other modes of transport.

9.38 In addition, the section will discuss the coverage of freight and insurance and the adjustments that are necessary to make them compatible with the f.o.b. valuation of goods, along the lines of paras. 248 to 257 in BPM4. This section will discuss alternative arrangements for transporting and paying for the transport of goods.

Travel

9.39 The section will discuss travel along the lines of BPM5 Chapter XII. The question of whether international transport of passengers should be included in this item, rather than under transport, as at present, was raised under transport above.

9.40 The section will recommend that compilers provide supplementary detail for the business category of travel services, to separately identify expenditure by border and seasonal workers (who are not travelers, although their expenditure is included here) from all other expenditure by business travelers.

9.41 As supplementary items, an alternative five-way breakdown of total travel services is recommended into (i) total goods, (ii) transport services, (iii) accommodation services, (iv) food and beverages, and (v) all other expenditure. This would allow for closer links with the tourism satellite accounts.

9.42 It will be noted that “shuttle trade” is included under goods, not travel, because travel excludes goods for resale, as noted in MSITS para. 3.78. The manual will note that expenditure in the territory by students and patients who are classified as non-residents should be included under travel, not personal, cultural, and recreational services, as in BPM5 para. 244. The accompanied baggage of travelers should be included under travel, although some taxed items may be identified in customs data on goods.




























* See: � HYPERLINK "http://www.imf.org/external/np/sta/bop/pdf/ao.pdf" ��http://www.imf.org/external/np/sta/bop/pdf/ao.pdf� 
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