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REVISION OF THE SYSTEM OF NATIONAL ACCOUNTS: THE CASE FOR FLEXIBILITY 

Abstract  

Th is  paper examines the  purposes o f  the SNA and concludes t h a t  they f r e q u e n t l y  

conf t i c t  w i t h  one another. Consequently, t h e  s t r u c t u r e  o f  t h e  SNA should be 

made more f l e x i b l e .  This  can be achieved by means o f  a  system o f  a  core u i  t h  

b u i l d i n g  blocks. This  core i s  a fu l l - f ledged,  d e t a i l e d  system o f  n a t i o n a l  

accounts w i t h  a g rea te r  i n s t i t u t i o n a l  content than present S N A  and a more . 

e laborate d e s c r i p t i o n  o f  the  economy a t  t h e  meso-tevel. The b u i l d i n g  b locks  a r e  

more a n a l y t i c  and re f  l e c t  spec ia l  purposes and spec i f  i c  t h e o r e t i c a 1  views. I t  

i s  argued t h a t  f u t u r e  r e v i s i o n s  w i t 1  concentrate on the  b u i l d i n g  b locks and 

t h a t  the core i s  more durable than systems l i k e  present SNA. 





1 . Int  roduct  i o n  

N a t i o n a l  account ing has a  venerable t r a d i t i o n ,  as o l d  as economic science i t -  

self, da t i ng  back t o  the  seventeenth century work o f  P e t t y  (1665) and King 

(1696). U n t i l  the t u e n t i e t h  century, however, i t  remained j u s t  a  f r i n g e  

a c t i v i t y  o f  a  fen  p r i v a t e  scholars. Only w i th  the advent of empir ica1 economicc 

d i d  i t  move t o  the centrestage and became a concern o f  p u b l i c  a u t h o r i t i e s .  

This, i n  turn, has l ed  t o  the fo rmula t ion  o f  i n t e r n a t i o n a l  gu ide l ines .  The most 

important  o f  these, the Un i ted  Nations System o f  Na t i ona l  Accounts (SNA f o r  

short), was f i r s t  pub l ished i n  1953. This  event marks the coming-off-age o f  t he  

f i e l d ,  b u t  t h i s  does not mean t h a t  n a t i o n a l  accounting has remained s t a t i c  

since. On the contrary, i t  i s  cons tan t l y  changing and expanding i n  order  t o  

s tay  i n  tune w i t h  changes i n  the economy, economic theory and the  demands o f  

users. This process has a l ready caused a  major r e v i s i o n  o f  t h e  SNA i n  1968 and 

a  second one i s  non underway. Frequently, i t  i s  argued t h a t  t h i s  r e v i s i o n  

should be l i m i t e d  i n  scope; i t s  main purpose, i n  t h i s  view, being c l a r i f i c a t i o n  

and harmonizat i o n  4 t h  r e l a t e d  systems. The present paper argues against  t h i s  

view. Even s i g n i f i c a n t  c l a r i f i c a t i o n  and harmonizat ion w i t h  e x i s t i n g  and f u t u r e  

r e l a t e d  systems c a l l s  f o r  a  recons idera t ion  of the s t r u c t u r e  o f  the SNA. But 

apa r t  from th is ,  the changing and grouing demands on n a t i o n a l  accounts 

necess i ta te  a  reconstuc t ion  o f  the SNA. To subs tan t i a te  t h i s  view we f i r s t ,  i n  

s e c t i o n  2, reexamine the  e s s e n t i a l  purposes o f  n a t i o n a l  account ing and t h e  SNA. 

The sec t ion  concludes t h a t  the purposes o f  the SNA may f requen t l y  be i n  

c o n f l i c t  w i t h  one another. This i s  borne out by an examination, c a r r i e d  out i n  

s e c t i o n  3, o f  proposals f o r  changes i n  the SNA t h a t  have been put  fo ruard  in 

the course of the  r e v i s i o n  process. Many o f  these proposals mould the  system t o  

t a l l y  w i t h  one o f  i t s  purposes t o  the  detr iment o f  another one. Sect ion 4 

evaluates the so lu t i ons  developed i n  the past  t o  deal  u i t h  the problem o f  

conf li c t i n g  demands and purposes. We conclude t h a t  an a l t e r n a t  i v e  s t r u c t u r e  o f  

t he  system i s  necessary i n  order  t o  achieve greater  f l e x i b i l i t y .  This s t r u c t u r e  

i s  t h a t  o f  a  genera1 purpose core w i th  spec ia l  purpose b u i l d i n g  blocks, The 

p r i n c i p l e s  f o r  the  development o f  the core, i t s  s t r u c t u r e  and a  number o f  i t s  

d e t a i l s  are described i n  sec t i on  5. Sect ion 6 sketches examples o f  b u i l d i n g  

blocks. FinalLy, sec t i on  7 summarizes our approach. 

Many of the ideas i n  t h i s  paper are not e laborated i n t o  de ta i l ,  bu t  the 

presenta t ion  sometimes i s  f a i r l y  s t ra igh t fo rward  i n  order  t o  avo id  ambiguity.  

f f  the ideas are accepted i n  p r a c t i c e  much w i l 1  have t o  be e laborated f u r t h e r .  



Purposes o f  n a t i o n a l  accounts and the SNA 

Sect ion 2.1 discusses the purposes o f  n a t i o n a l  accounts as such. As d i s t i n c t  

from these, t h e  SNA a l s 0  has a number o f  s p e c i f i c  purposes t h a t  stem from i t s  

being an i n t e r n a t i o n a l  guidel ine;  these are surveyed i n  s e c t i o n  2.2, 

2.1. Purposes o f  n a t i o n a l  accounts 

Na t iona l  accounts are used f o r  many purposes. An i n q u i r y  as t o  these purposes 

among n a t i o n a l  s t a t i s t i c a 1  o f f i c e s  would probably y i e l d  as many d i f f e r e n t  

r e p l i e s  as the re  are n a t i o n a l  o f f i ces .  Yet some common ground exis ts ,  as a feu  

quotat ions from t h e  SNA and t h e  European system ESA demonstrate: ' I t s  u s e f u l -  

ness l i e s  i n  the f a c t  t h a t  i t  g ives  a systematic representa t ion  o f  the major 

economic f lows i n  t h e  framtwork o f  a comprehensive accounting systetn and t h a t  

i t  f a c i l i t a t e s  the  understanding of the s t a t i s t i c a 1  r e l a t i o n s h i p s  among these 

f l o u s t  (1960 SNA, p.i). 'The new SNA prov ides a comprehensive and d e t a i l e d  

frameuork f o r  t he  systematic and i n teg ra ted  record ing o f  the  f lows and stocks 

o f  an economy' (1968 SNA, p.i ii). 'C...3 a coherent and d e t a i  l ed  set o f  

accounts and tab les  uhich a re  intended t o  prov ide a systematic, C in ternat io -  

n a l l y l  comparable and, as f a r  as possible, complete p i c t u r e  o f  the economic 

a c t i v i t y  C.. .It  (ESA, p.9). 

Thus a few catchwords summarize the  consensus: 'systematic ' ,  'comprehensive', 

'complete', 'economic', ' s t a t i s t i c a l  r e l a t i o n s h i p s ' .  However, a d e t a i l e d  spe- 

c i f i c a t i o n  o f  these concepts i s  necessary if they are t o  be opera t iona l :  ' I n  

p r a c t i c e  (economic) a c t i v i t y  cons is ts  o f  an enormous number o f  f l o u s  o f  many 

k inds tak ing  p lace betueen a g rea t  number o f  units w i t h i n  the  count ry 's  oun 

economy o r  i n  the r e s t  o f  the  uor ld.  The essen t i a l  f u n c t i o n  o f  any system o f  

n a t i o n a l  accounts i s  t o  c l a s s i f y  t h i s  immense v a r i e t y  o f  u n i t s  and economic 

f lows i n t o  a l i m i t e d  number o f  fundamental categor ies l  (ESA, p.9). Hou t o  

achieve th is ,  and uh ich  u n i t s  and f tous  should be c l a s s i f i e d  depends again on 

the purposes f o r  uhich the  accounts are t o  be used: 'C...I meaningful  and 

s u i t a b l e  f o r  economic analysis, fo recas t ing  and p o l i c y '  (ESA, p.9). These th ree  

purposes alone may c a l 1  fo r  u i d e l y  d i f f e r e n t  approaches t o  n a t i o n a l  accoun- 



t i ng .  But in  addi t ion,  n e i t h e r  economic analysis, nor  forecast ing, nor  p o l i c y  

needs are homogeneaus. There are  many d i f f e r e n t  schools i n  economic theory, 

many d i f f e r e n t  f o recas t i ng  techniques and a host o f  p o l i c y  issues, each w i th  

t h e i r  own data requirements. Moreover, these cons tant ly  change and vary from 

country t o  country. This  mult  i far iousness o f  purposes and w i  t h i n  purposes put  s 

s t ress  on the  systems o f  n a t i o n a l  accounts i n  th ree  e s s e n t i a l  ways. 

F i t s t  ,it renders the  boundaries o f  the systems open t o  debate: uhich t rans-  - 
actors  and t ransac t i ons  should be covered by the accounts? Consider one o f  t he  

major examples o f  boundaries: t h e  product ion  boundary. A monetar is t  uould pre- 

f e r  a n a t i o n a l  product  concept t o  be conf ined t o  product  i o n  t raded f o r  money 

i n  the market. Development economists take a wider view, whereas representa- 

t i v e s  o f  the  new home economics and r e l a t e d  schools need a s t i  l 1  more 

comprehensive coverage. 

Second , t h e  l e v e l s  o f  aggregat ion upon uhich the systems focus depend on 

p r e v a i l i n g  views o f  economic theory  and aims of p u b l i c  p o l i c y .  The roo ts  o f  t he  

system are  macro-economic: ' the  seventeenth century o r i g i n a t o r s  o f  n a t i o n a l  

account ing p r i m a r i t y  aimed t o  measure n a t i o n a l  income, and t h i s  macro-economic 

focus was r e i n f o r c e d  by the  Keynesian i n f  luence o f  the 1930's. Next, however, 

t he  need f o r  more d e t a i l e d  p lanning-  o f  p roduct ion  caused the  input-output  

t ab les  t o  be added t o  the  system. Meanvhi te, the ever g reater  involvement o f  

p u b l i c  p o l i c y  w i t h  d e t a i l e d  aspects o f  the economy increased the  demand f o r  

d e t a i  l e d  data; t h e  resurgence o f  neoc l a s s i a l  and o ther  types o f  micro-economic 

and meso-economic genera1 equi l i b r i u m  ana l y s i s  re in fo rced  t h i s  demand f o r  

d e t a i l .  O f  course, t o  some extent  t h i s  demand can be met by s t r a i g h t f o r w a r d  

disaggregat ion. This  might be dubbed the  top-down method. However, f r e q u e n t l y  

t he  emphasis o f  t h e  ana lys i s  i s  on the i n t e r r e l a t i o n s  below the  macro-level or  

on p a r t i a l  study o f  micro- and in te rmed ia te  var iables;  aggregat ing the  

va r iab les  invo lved t o  macro-levels, the bottom-up method, may wel1 y i e l d  o ther  

aggregates than the  t r a d i t i o n a l  ones. Anyone who has ever inspected a Soc ia l  

Accounting M a t r i x  f o r  a deveioping country  o r  the data base f o r  a genera1 

e q u i l i b r i u m  tax model o f  a developed country w i l t  r e a l i z e  t h a t  t he re  i s  a 

tens ion  betueen them and the  s t r a i g h t f o r w a r d  d isaggregat ion of, e.g., the  S N A ' S  

accounts o f  the  nat ion.  



The t h i r d  and most important  consequence o f  the m u l t i p l i c i  t y  o f  purposes and 

v ieus under ly ing  systems o f  n a t i o n a l  accounts i s  t h a t  the s t r u c t u r e  o f  t h e  

systems i s  c o n t r o v e r t i b l e .  Essent ia l l y ,  t h i s  s t r u c t u r e  cons i s t s  o f  r u l e s  f o r  

grouping and c l a s s i f y i n g  t ransac to rs  and t ransact ions.  C l a s s i f i c a t i o n  then 

amounts t o  min imiz ing  w i t h i n  group and maximizing between group d i f f e r e n c e s  

w i t h  respect t o  the  re levan t  c h a r a c t e r i s t i c s .  Consequently, t he  c e n t r a l  i ssue 

i s  the  choice o f  the  re levan t  c h a r a c t e r i s t i c s .  There are  two bas ic  approaches 

t o  t h i s :  the i n s t i t u t i o n a l  and the f u n c t i o n a l  one. Though the  d i f f e r e n c e s  

betueen these approaches have nat  been spe l l ed  out too e x p l i c i  t l y  by the 

l i t e r a t u r e ,  t h e  d i s t i n c t i o n  i s  a  usefuk one. 

We employ the  term ' i n s t i t u t i o n a l '  when we uant t o  s t ress  formal  and 

o rgan iza t i ona l  f ea tu res  o f  t ransac to rs  and, t o  a  lesser  extent, t ransac t ions .  

Thus an i n s t i t u t i o n a l  d e f i n i t i o n  o f  t ransac tors  emphasizes the  u n i t s  t h a t  make 

decisions, an i n s t i t u t i o n a l  d e f i n i t i o n  o f  t ransac t ions  the forma1 appearance o f  

these t ransac t ions .  As a  concequence i n s t i t u t i o n a l  d e f i n i t i o n s  and c l a s s i -  

f i c a t i o n s  remain c lose  t o  the  a c t u a l  experience o f  the econornic agents. 

The func t i ona l  approach, i n  contrast,  i s  ana ly t i c :  i t  s t a r t s  out u i t h  an 

ana lys is  o f  the f u n c t i o n  o f  t ransac t ions .  I t  looks behind the formai  appearance 

o f  the l a t t e r  t o  determine t h e i r  ' t r u e '  nature. I n  fact, i t  f r e q u e n t l y  

concentrates on 'processes', 'p roducts '  and s i m i l a r  ca tegor ies  ra the r  than on 

t ransact ions.  Consequently, t r ansac t i ons  t h a t  are q u i t e  d i f f e r e n t  i n  formal  

appearance may be lumped together  and v i c e  versa. Transactors are, i n  t h e  

f u n c t i o n a l  approach, de f i ned  ( i f  a t  a l11  i n  an i n d i c e c t  way, v i z .  as the  

performers of funct ions.  They do no t  have t o  correspond t o  d i r e c t l y  observable 

persons o r  i n s t i  t u t i ons .  Clearly, func t  i o n a l  d e f i n i  t i o n s  and c l a s s i f i c a t i o n s  

r e f l e c t  the  v i e w  and judgements o f  the designer of the  s t a t i s t i c a 1  system 

ra the r  than those o f  the economic agents. 

The 1968 SNA i s  an i n s t i t u t i o n a l  system conta in ing  a number o f  f u n c t i o n a l  

elements: t r ansac t i ons  t h a t  a r e  q u i t e  d i f f e r e n t  from an i n s t i t u t i o n a l  p o i n t  o f  

v i e u  are lumped together  f o r  f u n c t i o n a l  reasons. Usually, t h i s  i s  achieved by 

r e g i s t e r i n g  them as though they were s i m i l a r .  Thus t h e i r  grouping and 



c l a s s i f y i n g  can on l y  be achieved by adopt ing one i n s t i t u t i o n a l  model as the  

standard model, moulding a l 1  t ransac t ions  w i th  the same f u n c t i o n  i n t o  the shape 

of the  se lec ted  standard model, The SNA accomplishes t h i s  by means o f  'imputa- 

t i o n s '  and ' a t t r i b u t i o n s ' .  

An example u i  l 1  c l a r i f y  t he  above. There are two ways o f  producing housing 

serv ices:  houseowning f o r  oun use and l e t t i n g ,  Since, frm a p a r t i c u l a r  f u n c t i o -  

n a l  p o i n t  o f  vieu, bo th  these i n s t i t u t i o n a l  forms may be thought t o  serve the 

same t r u e  f u n c t i o n  t h e  SNA lumps them together  as though o n l y  l e t t i n g /  r e n t i n g  

occurred. Th is  i s  done by i n t roduc ing  an imputat ion f o r  owner-occupied 

due l l i ngs ;  t o  t h i s  end households i n  t h e i r  r b l e  as ouners o f  d u e l l i n g s  are 

v ieued as a p a r t  o f  an i ndus t r y :  t h e  Dutch n a t i o n a l  accounts, e.g., conta in  an 

i n d u s t r y  c a l  l e d  'ownership o f  dwel l i n g s '  . This example i l l u s t r a t e s  several  

p o i n t  s: 

- not  on ly  the  s t r u c t u r e  o f  the  system i s  affected, b u t  the product ion  boundary 

as wel\; 

- the  adopt ion o f  a treatment geared t o  one purpose may h u r t  o ther  purposes: i f  

one wants t o  analyse the e f f e c t s  o f  a 10% r i s e  i n  ren ts  on the  purchases o f  

consumer goods, the  imputat i o n  f o r  owner-occupi ed dwe l li ngs shou l d  be removed 

f i rs t ;  

- i n t r o d u c i n g  imputat ions and a t t r i b u t i o n s  hu r t s  the i n t e r p r e t a b i l i t y  and 

c l a r i t y  o f  the data: f requen t l y  users ask f o r  data on the  e n t e r p r i s e  sec tor  

n e t  o f  owner-occupi ed duel  l i ngs. 

The upshot o f  t h i s  d iscuss ion  o f  the purposes o f  n a t i o n a l  account ing i s  t h a t  

t h e r e  are so many c o n f l i c t i n g  purposes and views under ly ing  the  accounts t h a t  

i t  uou ld  be a m i r a c l e  i f  one s i n g l e  set o f  accounts coutd serve them a l l .  

Th i s  s i t u a t i o n  i s  s t i l l  exacerbated by the  f a c t  t h a t  t h e  SNA, as an i n t e r n a t i o -  

nal guidel ine,  s t i l l  has a number o f  a d d i t i o n a l  purposes o f  i t s  own, 

2-2, Purposes o f  t h e  SNA 

I n t e r n a t i o n a l  comparab i l i t y  

The f i r s t  main purpose of the SNA as such i s  t o  achieve i n t e r n a t i o n a l  



c o m p a r a b i l i t y  o f  n a t i o n a l  account ing  data: i t  serves 'as a  b a s i s  f o r  t he  

r e p o r t i n g  o f  comparable n a t i o n a l  account ing  data t o  t h e  U n i t e d  Nat ions and 

o t h e r  i n t e r n a t i o n a l  bod ies1  (1968 SNA, p. iii). This purpose i m p l i e s  t h a t  the  

SNA may d i f f e r  from t h e  most d e s i r a b l e  n a t i o n a l  systems o f  i n d i v i d u a l  coun- 

t r i e s ,  s i nce  t h e  l a t t e r  a r e  t o  be geared t o  the  coun t r i es '  own i n s t i t u t i o n a l  

se t t ing ,  economic c o n d i t i o n s  and p o l i c y  t r a d i t i o n s .  

I n  addi t ion,  however, t h e  purpose o f  i n t e r n a t i o n a l  c o m p a r a b i l i t y  as such may 

g i v e  r i s e  t o  c o n f l i c t i n g  a l t e r n a t i v e  opt ions, t he  bas i c  ques t i on  being: what i s  - 
i n t e r n a t i o n a l  comparab i l i t y .  S o c i e t ì e s  and n a t i o n a i  economies d i f f e r  i n  many 

uays: l e v e l s  o f  ou tpu t  o f  i ndus t r i es ,  pr ices, tastes, i n s t i t u t i o n a l  arrange- 

ments, and so on. I n e v i t a b l y ,  these  d i f f e r e n c e s  i n  many dimensions pose a  

cons iderab le  number o f  conceptual  and p r a c t i c a l  problems i f  one wishes t o  

compare t u o  economies. Thus, i f  one u ishes  t o  compare t h e  volume o f  output,  

i n d u s t r y  by indust ry ,  t h e  da ta  shou ld  be c teared  of d i f f e r e n c e s  i n  i n s t i -  

t u t i o n a l  arrangements. If, on t he  o t h e r  hand, d i f f e r e n c e s  i n  economic 

behaviour  a re  t o  be compared, i n s t i t u t i o n a l  arrangements a re  o f  t h e  essence. 

Just  as i n  t he  shaping o f  t h e  s t r u c t u r e  o f  n a t i o n a l  accounts, d iscussed 

above, tuo  a l t e r n a t i v e  approaches t o  i n t e r n a t i o n a l  c o m p a r a b i l i t y  can be adop- 

ted :  t he  i n s t i t u t i o n a l  and t he  f u n c t i o n a l  one. The f i r s t  one would reco rd  t r ans -  

a c t i o n s  as they a c t u a l l y  occur a t  t h e  t r a n s a c t o r s  t h a t  c a r r y  them out; t h e  

second one employs a  hos t  o f  impu ta t f  ons and a t t r i b u t i o n s  t o  c o n s t r u c t  ' i n s t  i- 

t u t i o n - f r e e '  da ta  on a b s t r a c t  f l ows  and stocks. 00th approaches have t h e i r  oun 

m e r i t s  and demerits, depending on t h e  purpose of the  comparison. Thus a  neces- 

s a r y  preamble t o  any d i s c u s s i o n  o f  i n t e r n a t i o n a l  co rnparab i l i t y  would be a  d i s -  

cuss ion o f  t h e  purposes of t h e  comparison and t he  p o i n t s  o f  view these imply.  

Pecu l i a r l y ,  t he  1968 SNA does n o t  c o n t a i n  any such d iscuss ion .  N e i t h e r  has an 

e x p l i c i t ,  ue l l - reasoned consensus Deen achieved since. However, i n s p e c t i o n  o f  

impu ta t i ons  and a t t r i b u t i o n s  p r e s c r i b e d  by the  1968 SNA, as u e l l  as o f  a  number 

o f  proposals  t o  enhance i n t e r n a t i o n a l  c o m p a r a b i l i t y  (c.f.  s e c t i o n  31, r e v e a l  

t h a t  the p o i n t  of view adopted is, by and Large, t h e  f u n c t i o n a l  one. The focus 

appears t o  be on t he  comparison o f  a c t i v i t i e s ,  c.q. ' r e a l '  flows, uhereas 

i n s t i t u t i o n a l  d i f f e r e n c e s  a re  abs t rac ted  from. As noted above, t h i s  choice 



i m p l i e s  t h a t  f o r  each group of, a b s t r a c t l y  defined, t r a n s a c t i o n s  a  s tandard  

i n s t i t u t i o n a l  model has t o  be adopted. I n t e r n a t i o n a l l y ,  however, t he  range of 

d i f f e r e n t  i n s t i t u t i o n a l  frameworks f o r  t he  Same a b s t r a c t  ' t r a n s a c t i o n '  i s  wider 

t han  i n  a  s i n g l e  n a t l o n a l  economy. Thus, t h e  i n t e r n a t i o n a l  dimension exacer- 

ba tes  t h e  problems a l r eady  i n h e r e n t  i n  t he  f u n c t i o n a l  approach t o  n a t i o n a l  

account ing. 

Handbook o f  n a t i o n a l  account ing  

The second major purpose o f  t he  CNA i s  t o  serve as a  handbook o f  n a t i o n a l  

account ing: 'The neu system [...l i s  designed t o  p rov ide  i n t e r n a t i o n a l  

guidance t o  n a t i o n a l  s t a t i s t i c a 1  a u t h o r i t i e s  who wish t o  improve, e l abo ra te  and 

extend t h e i r  n a t i o n a l  accounts and t h e i r  system o f  bas i c  s t a t i s t i c s ' .  

(1968 SNA, p. iii). Th is  purpose, too, rnay c o n f l i c t  w i t h  o the r  purposes. 

Clear ly,  one i n t e r n a t i o n a l l y  u n i f o r m  handbook cannot be e a s i l y  a p p l i e d  

i n d i s c r i m i n a t e l y  t o  d i v e r s e  n a t i o n a l  s i t u a t i o n s .  Soph i s t i ca ted  c o n s t r u c t i o n s  

t h a t  are e s s e n t i a l  f o r  one coun t ry  may be unnecessary and t o o  burdensome f o r  

o thers .  

Here too, t h e  f u n c t i o n a l  p o i n t  of view adopted t o  some ex ten t  i n  t h e  SNA 

hampers t h e  purpose o f  s e r v i  ng as a  handbook. Soph i s t i ca ted  const  r u c t i o n s  a r e  

u s u a l l y  necessary t o  mould t he  da ta  i n t o  an i n s t i t u t i o n a l  framework t h a t  

d i f f e r s  from the  one i n  which t h e  a c t u a l  t r a n s a c t i o n s  occurred. The Same ap- 

p l i e s  t o  t he  systems o f  bas i c  s t a t i s t i c s :  t h e  more pe rvas i ve  t he  f u n c t i o n a l  

p o i n t  of  view, t h e  more d i f f i c u t t  t h e  l i n k  w i t h  these bas i c  systems is, as we l1  

as the  k ink w i t h  t h e  micro-data unde r t y i ng  them. This  i s  a l 1  t he  more true, 

because the  systems o f  bas ic  s t a t i s t i c s  serve more l i m i t e d  purposes than t h e  

n a t i o n a l  accounts and d e r i v e  a  l o t  o f  t h e i r  usefutness from t h e i r  immediate 

comprehensab i l i t y  by t h e  t r a n s a c t o r s  they  descr ibe. Thus t h e  SNA's f u n c t i o n  o f  

se rv i ng  as a  handbook compounds t h e  problems o f  reconc i  l i n g  c o n f l i c t  i n g  pur-  

poses w i t h i n  t he  system.. 

Framework f o r  o t h e r  i n t e r n a t i o n a l  gu i  d e l  i nes  

The t h i r d  major purpose o f  t h e  SNA a r i s e s  from the  s p e c i a l  charac te r  o f  na- 

t i o n a l  accounts as t h e  i n t e g r a t i n g  framework f o r  s p e c i a l i z e d  s t a t i s t i c s :  t h e  



SNA i s  t o  serve as frameuork f o r  o t h e r  i n t e r n a t i o n a l  e c o n o m i c - s t a t i s t i c a l  quide- 

L ines and s tandards . Again q u o t i n g  t h e  1968 SNA (p. iii): ' t h e  SNA i s  t o  

serve as a  b a s i s  C...J f o r  c o n s t r u c t i n g  coord ina ted  i n t e r n a t i o n a l  g u i d e l i n e s  

and standards i n  respect  o f  more s p e c i a l i z e d  bodies a f  economi c, f i n a n c i  a l  and 

o t h e r  s t a t i s t i c s .  Thus, f o r  example, t h e  r e c e n t l y  r ev i sed  i n t e r n a t i o n a l  

recommendations concern ing i n d u s t r i a l  s t a t i s t i c s  have been made c o n s i s t e n t  u i t h  

t h e  system; FAO, UNESCO and WHO a re  e l a b o r a t i n g  s t a t i s t i c s  i n  respec t  o f  

a g r i c u l t u r e ,  educa t ion  and heal th,  r e s p e c t i v i l y ,  f rom the  neu SNA; and t he  

S t a t i s t i c a 1  O f f i c e  o f  t h e  U n i t e d  Nat ions  i s  c o n s t r u c t i n g  systems o f  income 

d i s t r i b u t i o n  s t a t i s t i c s  and p r i c e  and q u a n t i t y  index numbers i n  the  frameuork 

o f  t h e  neu SNA C...]'. Other examples a re  t h e  ILO's Labour s t a t i s t i c s  and t he  

IMF's Balance o f  Payments and Goverment  Finance S t a t i s t i c s .  Na tu ra l l y ,  here  

too  purposes may c o n f l i c t .  I f  t h e  SNA i s  s t r u c t u r e d  so as t o  achieve an i d e a l  

l i n k a g e  u i t h  one se t  o f  s p e c i a l i z e d  guideLines, t h i s  may u e l l  impede l i n k a g e  

u i t h  another set.  

Apart  from th is ,  t h e  purposes o f  the  s p e c i a l i  zed system f requen t  l y  c o n f l i c t  

u i t h  those o f  t h e  SNA. S ince t he  l a t t e r  aims t o  p rov ide  a  comprehensive p i c t u r e  

o f  t h e  n a t i o n a l  economy, the  most adequate d e c r i p t i o n  of one sec to r  o r  group o f  

t r a n s a c t i o n s  must o f t e n  be s a c r i f i c e d  t o  t h e  demand o f  system-wide cons is tency  

I n  s e c t i o n  3 we s h a l l  cons ider  some examples o f  t h i s  problem. I n  t h i s  case, 

too, the  more f u n c t i o n a l  t h e  bent  o f  t h e  accounts, t he  more d i f f i c u l t  t h e  

t inkage  u i  t h  s p e c i a l i z e d  systems f requent  l y  is; a  more i n s t i  t u t  i o n a l  approach 

o f t e n  remains c l o s e r  t o  t he  s p e c i a l i z e d  system. This, houever, needs n o t  be a  

tau  o f  t he  Medes and Pers ians:  occas iona l l y ,  s p e c i a l i z e d  gu ide l ines ,  l i k e  those 

o f  t h e  IMF, c o n t a i n  s t r o n g l y  f u n c t i o n a l  etements and p r e s c r i b e  impu ta t i ons  and 

a t t r i b u t i o n s  t h a t  a re  u s e f u l  f o r  t h e i r  oun sub jec t  bu t  uou ld  be d e t r i m e n t a l  i f  

employed i n  a  comprehensive system l i k e  t h e  SNA. 



3. Proposals  f o r  t h e  r e v i s i o n  

The p reced ing  sect  i o n  d i  s t  i ngu i shed  betueen the  purposes a f  na t  i o n a l  account s 

as such and those o f  t h e  SNA. Sec t ians  3.1. and 3.2., r espec t i ve l y ,  d iscuss  t h e  

t ypes  o f  p roposa ls  f o r  r e v i s i o n  o f  t h e  SNA t h a t  a re  i n s p i r e d  by these t u o  

graups o f  purposes, There i s  no need far a  f u l l - f l e d g e d  rev iew o f  a l 1  major  

proposals, s i nce  an e x c e l l e n t  survey was r e c e n t l y  p rov ided  by Ruggles ( 1 9 8 4 ) .  

I n s t e a d  we concent ra te  on t h e  uay t h e  va r i ous  types o f  p roposa ls  i n t e r a c t  u i t h  

t h e  purposes o f  n a t i o n a l  accounts and the  SNA, The Leading theme o f  sec t i ons  

3.1. and 3.2. i s  t h a t  most r e v i s i o n  p roposa ls  would inc rease  t h e  SNA's 

use fu lness  from one viewpoint ,  but d i m i n i s h  i t  from another.  

3.1. Consequences o f  t h e  e v o l v i n g  purposes and uses o f  n a t i o n a l  accounts 

N a t i o n a l  accounts should be meaningfu l  and s u i t a b l e  f o r  economic a n a l y s i s  and 

p o l i c y .  Therefore t h e y  must be r e g u t a r l y  ad jus ted  t o  developments i n  t hese  

areas. I n  addi t ion,  t h e  n a t i o n a l  economies themsetves a r e  sub jec t  t o  changes 

u h i c h  may n e c e s s i t a t e  adap ta t i on  o f  t h e  accounts, a t  l e a s t  if the l a t t e r  a re  t o  

remain comprehensive. The r e v i s i o n  proposals  induced by these changing uses 

o f  and demands on n a t i o n a l  accounts a re  in tended t o  p rov ide  i n f o r m a t i o n  o f  

t h r e e  d i f f e r e n t  k inds: a d d i t i o n a l  i n f o r m a t i o n  on t r a n s a c t i o n s  a l r eady  covered 

by t h e  accounts, i n f o r m a t i o n  on t r a n s a c t i o n s  no t  ye t  covered and, t h i r d l y ,  

r e v i s i o n  o f  concepts used i n  t he  accounts. 

New i n f o r m a t i o n  on t r a n s a c t i o n s  a l r eady  covered 

One f r e q u e n t l y  requested t ype  o f  a d d i t i o n a l  i n f o r m a t i o n  i s  the  p r o v i s i o n  o f  

more cross-c lass i  f i ca t  ions.  E s s e n t i a l  ly, the  need f o r  these i s  generated by t h e  

accounts '  purpose o f  p r o v i d i n g  an i n t e g r a t e d  d e s c r i p t i o n  o f  the  economy. Th is  

purpose i s  t o  some e x t e n t  impeded by t h e  need t Ó  be comprehensive, uh i ch  has 

t e d  t o  t h e  use o f  va r i ous  c l a s s i f i c a t i o n s .  The l a t t e r  a re  necessary t o  a l l o u  

d e t a i l e d  d e s c r i p t i o n  o f  separate processes (uh ich  i s  necessary f o r  

comprehensiveness) b u t  impede i n t e g r a t e d  d e s c r i p t i o n  o f  d i f f e r e n t  processes fot- 

g i v e n  groups o f  un i t s .  Hence t h e  need f o r  c ross -c tass i f y i ng  a t  l e a s t  a number 



o f  t ransac t ions .  The problem w i t h  such c r o s s - c l a s s i f i c a t i o n s  i s  t h a t  they a r e  

r a r e l y  easy t o  c a r r y  ou t  and that,  even if they are, they t end  t o  make t h e  

system s t i l l  more compl icated. The l a t t e r  can be avoided by r e s t r i c t i n g  t h e  

i n t r o d u c t i o n  o f  t h e  a l t e r n a t i v e  c l a s s i f i c a t i o n  t o  a supplementary table,  i.e. 

by r e s t r i c t i n g  i t  t o  a  s impte a l t e r n a t i v e  b reakdom o f  the  aggregate; b u t  i f  a 

t r u e  c r o s s - c l a s s i f  i c a t i o n  o f  a l 1  o b j e c t s  from two d i f f e r e n t  p o i n t s  o f  v iew i s  

t o  be i n t e g r a t e d  i n t o  t h e  system, t h e  degree of complex i t y  r a p i d l y  increases.  

Another type o f  a d d i t i o n a l  i n f o r m a t i o n  o f t e n  c a l l e d  f o r  i s  t h e  d e t a i l i n g  o f  

groups o f  t r a n s a c t i o n s  o r  u n i t s  i n t 0  sma l l e r  groups. Thus one o f  t he  r e v i s i o n  

proposals  i s  t o  s p e c i f y  a  number o f  impu ta t i ons  - l i k e  ouner-occupied hous ing - 
e x p l i c i t l y ;  another  one i s  d i sagg rega t i on  o f  the  household sec to r  by s o c i a l  o r  

income class; s t i l l  another  one i s  t h e  subsec to r ing  o f  t he  e n t e r p r i s e  sec to r .  

D isaggrega t ion  poses a  conundrun s i m i l a r  t o  t he  one connected w i t h  cross-  

c l a s s i f i c a t i o n s :  i f  they are t o  be f u l l y  i n t e g r a t e d  i n t o  t h e  system, t h i s  means 

a g rea t  expansion o f  t h e  l a t t e r ;  i n  add i t ion ,  i t  f r e q u e n t l y  over taxes  t h e  

a v a i l a b l e  data. Hence t h e  usua l  o p t i o n  i s  t o  p rov ide  d i sagg rega t i ons  o f  a  f e u  

key v a r i a b l e s  only, i n  supplementary tab ies .  

The demands f o r  neu i n f o r m a t i o n  on t r a n s a c t i o n s  a l r eady  covered may a l s o  

t a k e  the form o f  p roposa ls  f o r  a  new t rea tment  - by  means o f  a d d i t i o n a l  

imputa t ions  and a t t r i b u t i o n s  - o f  t r a n s a c t i o n s  t h a t  a l r eady  e x i s t e d  b u t  have 

come t o  be conducted i n  a  d i f f e r e n t  way. An example o f  t h i s  i s  t h e  proposed 

nove l  t reatment  o f  f i n a n c i a l  leasing. 

F i n a n c i a l  l e a s i n g  occurs uhen a  c a p i t a 1  good i s  rented, on a  long-term 

cont ract ,  by a  lessee  (user)  uho, however, c a r r i e s  a l 1  r i s k s  as t o  breakdoun 

and maintenance, The c u r r e n t  conven t ion  s t i l l  i s  t o  t r e a t  t h e  t r a n s a c t i o n  j u s t  

l i k e  i t  i s  o rgan ized  i n s t i t u t i o n a l l y :  t h c  r e n t a l  i s  recorded as i n t e r m e d i a t e  

consumption o f  t h e  lessor .  The new p roposa l  i s  t o  a c t  as though t he  lessee 

owned t h e  c a p i t a 1  good and t h c  Lessor p rov ided  j u s t  a  loan  t o  f i nance  i t. Th i s  

uay, i n t e r t e m p o r a l  d i f f e r e n c e s  i n  t h e  e x t e n t  o f  f i n a n c i a l  l e a s i n g  a re  abs t rac -  

t e d  from, This  example demonstrates a tendency t o  i n t r o d u c e  a  conse rva t i ve  b i a s  

i n  the  accounts, by  t r e a t i n g  t r a n s a c t i o n s  t h a t  have come t o  be conducted i n  a  

nove l  way as though they uere s t i l l  conducted t r a d i t i o n a l l y .  I n  addi t ion,  t h e  



example demonstrates t h a t  the SNA has t o  be rev ised again and again: as soon as 

the  i n s t i t u t i o n a l  s e t t i n g  o f  a  group of t ransac t ions  begins t o  change, i h i s  

necess i ta tes  a  r e v i s i o n  of the SNA if the accounts are t o  remain 

i n t e r t e m p o r a l l y  comparable from the f u n c t i o n a l  p o i n t  o f  view. 

f n fo rma t ion  on t ransac t i ons  nat yet  covered 

90th developments i n  the  economy and changes i n  theory  and p o l i c y  s t imu la te  a  

demand f o r  i n fo rma t ion  on t ransac t i ons  t h a t  was not prov ided prev ious ly .  A 

prime example i s  i n fo rma t ion  on t ransac t i ons  beyond the  present p roduct ion  

boundary: do- i t -yourse l f  a c t i v i t i e s ,  housekeeping a c t i v i t i e s .  A major problem 

i n  t h i s  respect i s  the proper vatuat ion:  equ iva len t  market p r i c e s  o r  minimum 

uages o r  wages the  p a r t i c i p a n t s  i n  these in formal  a c t i v i t i e s  could get f o r  

o the r  a c t i v i t i e s  and so on. A s i m i l a r  problem a r i s e s  i n  case of two o ther  

examples: t he  i n t r o d u c t i o n  of the  cos ts  o f  ex te rna l  e f f e c t s  l i k e  p o l l u t i o n ;  and 

the cost o f  d e p l e t i o n  and b e n e f i t s  from discovery of n a t u r a l  recources. Here 

too, the  proper v a l u a t i o n  i s  not  unambiguous. As a  consequence, the 

convent ional  uisdom o f  n a t i o n a l  accountants holds t h a t  these ca tegor ies  should 

no t  be inc luded i n  the  accounts. Houever, the demand f o r  t h i s  k ind  o f  

i n fo rma t ion  refuses t o  be s a t i s f i e d  w i th  t h i s  re jec t i on .  A n d  i t  cannot be 

denied t h a t  a  l o t  of the  a c t i v i t i e s  and e f fec ts  concerned i n f l u e n c e  the p a r t  o f  

the economy t h a t  i s  covered i n  the  accounts, thus making the l a t t e r  a  non- 

comprehensive d e s c r i p t i o n  of t he  economy. On the o the r  hand, i n c l u s i o n  would 

d im in i sh  the system's usefu lness f o r  many o ther  purposes, no t  on l y  because o f  

the  a r b i  t r a r i n e s s  o f  va luat ions.  

A l t e r n a t i v e  concepts 

For a  number o f  purposes, a l t e r n a t i v e  d e f i n i t i o n s  of concepts p r e s e n t l y  

employed i n  the accounts are proposed. One example i s  the i n t r o d u c t i o n  of a  

c o r r e c t i o n  of s e c t o r a l  incomes f o r  the  impact of i n f l a t i o n  on the r e a l  va lue of 

i n t e r s e c t o r a l  debts w i th  f i x e d  nomina1 values. Another example i s  the proposal  

t o  rede f i ne  f i n a l  outputs ne t  o f  costs i ncu r red  t o  avoid po l l u t i on ,  t r e a t i n g  

the l a t t e r  as in te rmed ia te  consumption instead. Here too, what i s  good f o r  one 

purpose i s  bad f o r  another. 



3.2. Proposa 1s i n s p i  red by speci f i c  $NA-purposes 

Many proposals f o r  r e v i s i o n  are  not  made i n  response t o  novel  developments i n  

n a t i o n a l  economies o r  changes i n  the  uses o f  n a t i o n a l  accounts, bu t  are due t o  

purposes s p e c i f i c  t o  the  SNA. The exis tence o f  i n t e r n a t i o n a l  gu ide l i nes  has 

generated an autonomous process u i t h  i t s  own momenturn, This  may s e r i o u s l y  

damage the usefu lness of t he  accounts f o r  domestic purposes. To show th is ,  we 

consider the  type o f  proposals t o  which each o f  the  speci f i c  purposes o f  t h e  

SNA has g iven r i se .  

Enhancing i n t e r n a t i o n a l  comparab i l i t y  

No doubt, the  d e s i r e  f o r  g rea te r  i n t e r n a t i o n a l  comparab i l i t y  i s  one o f  the  

major d r i v i n g  fo rces  o f  the  r e v i s i o n  process. I n  sec t i on  2 ue a l ready noted 

t h a t  ' i n t e r n a t i o n a l  comparab i l i t y '  usua l t y  appears t o  be approached from a  

f u n c t i o n a l  p o i n t  o f  view; and t h a t  t h i s  o f t e n  imp l i es  t h a t  a n ' i n s t i t u t i o n a l '  

standard model has t o  be adopted f o r  each category o f  t ransac t ions .  

The proposal w i th  respect t o  f i n a n c i a l  leasing, discussed above, was an 

example o f  t h i s  i n  case o f  i n te r tempora l  comparabi l i ty ;  however, i t  has an 

i n t e r n a t i o n a l  dimension as welt, s ince the  extent  o f  f i n a n c i a l  leas ing  v a r i e s  

f rom country t o  country. 

One set  o f  proposals pu re l y  i n s p i r e d  by the  d e s i r e  f o r  g rea te r  i n t e r n a t i o n a l  

comparabi l i t y  has become known as the  Pêtre proposals. These r e l a t e  t o  the 

treatment o f  government subsid ies t o  consurnption; t o  d i  r e c t  government funding 

o f  p r i v a t e  consumption; and t o  i tems o f  government consumption, expendi ture o f  

non-pro f i t  i n s t i t u t i o n s  and o f  en te rp r i ses  t h a t  could be considered as house- 

ho ld  consumption. I n  t h i s  case, i t  are no t  the proposals t h a t  r e f l e c t  a  conser- 

v a t i v e  b ias  but  r a t h e r  the  present  SNA-treatrnent. The treatment o f  government 

i n  the accounts c l e a r l y  b r i ngs  out some o f  the func t i ons  o f  government, e.g: 

- the p r o v i s i o n  o f  p u r e l y  c o l l e c t i v e  goods and services, t he  b e n e f i t s  o f  which 

do not accrue t o  any p a r t i c u l a r  i n d i v i d u a t  or  group; 

- r e c t i f y i n g  i n e q u i t i e s  i n  the  personak income d i s t r i b u t i o n  by t a x a t i o n  and 

t ransfers,  the  L a t t e r  being spent w i t h  fulL d i s c r e t i o n  by the rec ip ien t ;  



- i n f l u e n c i n g  p roduc t i on  o f  s p e c i f ì c  i n d u s t r i e s  by d i f f e r e n t i a l  subs id ies  and 

(!.a. i n d i r e c t )  taxat ion,  w i t h  product ion-re lated e f f e c t s  i n  mind, l i k e  

employment. 

However, t h e  1968 SNA i s  i n s u f f  i e i e n t  l y  e x p l i c i t  about another f u n c t i o n  o f  

government, v iz .  t h e  i n f l u e n c i n g  o f  the composit ion o f  i n d i v i d u a l  consumption. 

Th is  has been a  concern o f  governments f o r  a long time, b u t  on a  f a i r l y  l i m i  t ed  

scalc, which i s  probably the  reason why t h e  SNA prov ides no e x p l i c i t  t reatment  

o f  t h i s  funct ion.  However, i n  the past  fen  decades, governments o f  i n d u s t r i a l  

count r ies  have g r e a t l y  increased t h e i r  i n t e r v e n t i o n  i n  the  market i n  order  t o  

achieve des i red  l e v e l s  o f  consumption o f  a number o f  s p e c i f i c  goods and 

services, e.g. medica1 services, housing, c u l t u r a l  services. This  i s  done by a  

v a r i e t y  o f  methods. I n s t i t u t i o n a l l y ,  the  i n d u s t r i e s  concerned may be 

n a t i o n a l i z e d  o r  s o c i a l  insurance schemes rnay be drawn up o r  p u b l i c  funds may be 

used t o  pay f o r  the services. As t o  the method o f  d i c t r i b u t i o n  of the  b e n e f i t s  

o f  in te rvent ion ,  t he  serv ices  may be prov ided f ree ly ,  o r  expendi ture on them 

rnay be reimbursed; i n  some cases on l y  a  p a r t  o f  the value o f  the  se rv i ce  i s  

p a i d  for, uhere subs id ies  may both be pa id  t o  producers and t o  consumers. 

I n  the present  SNA a l 1  these t ransac t ions  and i n s t i t u t i o n a l  arrangements are 

t r e a t e d  as though they were aimed a t  one o f  the o ther  f unc t i ons  o f  government; 

t h i s  imp l i es  t h a t  measures w i t h  e s s e n t i a l l y  the same f u n c t i o n  are t rea ted  q u i t e  

d i f f e r e n t  l y  depending on hou c  l o s e l y  the spec i f  i c  met hods employed resemble 

those associated w i t h  e i t h e r  o f  the o ther  func t ions  o f  government. Thus, 

medica1 serv ices  prov ided f r e e t y  by a  n a t i o n a l i z e d  i n d u s t r y  a re  t rea ted  as a  

c o l l e c t i v e  good i.e. as p u b l i c  consumption, bu t  i f  a  reimbursement procedure i s  

f o l l o u e d  and consumers have f r e e  choice i t  i s  considered as a  t r a n s f e r  payment; 

housing subsid ies g iven d i r e c t l y  t o  Lou-income s t r a t a  may a ls0  be considered as 

a  t rans fer ,  bu t  if they are  p a i d  d i r e c t l y  t o  the cons t ruc t i on  i n d u s t r y  o r  t he  

lessor  they may be considered as a  subsidy o f  the l a t t e r ,  and so on. As a  

consequence, t he  accounts do no t  show sys temat i ca l l y  hou much government spends 

i n  order t o  achieve des i red  l e v e l s  of consumption o f  s p e c i f i c  goods and 

services; nor  do they prov ide  an adequate p i c t u r e  o f  i n d i v i d u a l  consumption and 

the  p a r t  thereof  t h a t  i s  payed f o r  by the government. The Pêt re  proposals 

would r e c t i f y  t h i s .  E s s e n t i a l l y  they achieve t h i s  by e x p l i c i t i z i n g  a  f u n c t i o n  



o f  governments; t h i s  uay one would o b t a i n  a  b e t t e r  i n t e r n a t i o n a l  c o m p a r a b i l i t y  

frm a modernized f u n c t i o n a l  p o i n t  o f  view. 

The example o f  f i n a n c i a l  l e a s i n g  shows t h a t  t h e  i n t r o d u c t i o n  o f  a  neu format  

way o f  conduct ing a  t r a n s a c t i o n  necess i t a tes  a  r e v i s i o n  o f  t h e  n a t i o n a l  

accounts i f  t h e  l a t t e r  concen t ra te  on t h e  f u n c t i o n  o f  t r a n s a c t i o n s  r a t h e r  than  

on t h e i r  i n s t i t u t i o n a l  form. In  t h e  example o f  t he  Pe t re  p roposa l s  t h e r e  was 

no change i n  t h e  i n s t i t u t i o n a l  form o f  t ransac t ions ,  bu t  i n s t e a d  e x i s t i n g  

i n s t i t u t i o n a l  forms uere seem t o  be employed f o r  a neu f unc t i on .  Houever, t h i s  

t o o  necess i t a tes  a  r e v i s i o n  i f  the  s t a t i s t i c a 1  system concent ra tes  on t h e  

f u n c t i o n s  o f  t r a n s a c t i o n s  i n s t e a d  o f  on t h e i r  i n s t i t u t i o n a l  form. 

Consequently, adop t ion  o f  t he  f u n c t i o n a l  approach t o  i n t e r n a t i o n a l  

c o m p a r a b i l i t y  u i l 1  con t inue  t o  n e c e s s i t a t e  r e u i s i o n s  o f  t he  SNA t h a t  would be 

unnecessary i n  a  t r u l y  i n s t i t u t i o n a l  systen. 

S t reng then ing  t he  r o l e  o f  the  SNA as a  handbook o f  n a t i o n a l  account ing  

The SNA can o n l y  ach ieve t h e  o b j e c t i v e  o f  be ing  a  u n i v e r s a l l y  accepted 

'handbook o f  n a t i o n a l  account ing '  i f  i t  i s  unambiguous i n  i t s  r u l e s  and 

p r e s c r i p t i o n s  and i f  i t s  ca tego r i es  o f  t r a n s a c t i o n s  and t r a n s a c t o r s  have c l e a r  

and u n i v a l e n t  i n t e r p r e t a t i o n s .  A number o f  proposals  has been forwarded t o  

ach ieve g r e a t e r  c l a r i t y  o f  t h e  SNA i n  t h i s  respect .  Examples a re  p roposa ls  f o r  

improved c r i  t e r i a  f o r  t h e  d i  s t i n c t  i o n  o f  quas i -corporate and un inco rpo ra ted  

en te rp r i ses ;  and f o r  d e l i n e a t i o n  o f  t h e  d i s t i n c t f o n  between 'producers o f  

government se rv i ces '  and t h e  i n s t i t u t i o n a l  sec to r  ' gene ra l  government'. A 

somewhat d i f f e r e n t  proposat  i s  t o  separate, i n  each ca tegory  o f  t ransac t ions ,  

t h e  impu ta t i ons  and a t t r i b u t i o n s  from the ' n a t u r a l '  t r ansac t i ons .  Th i s  p roposa l  

i s  i n t e r e s t i n g ,  because i t  represen ts  an at tempt  t o  r e c o n c i l e  c o n f l i c t i n g  

purposes o f  t he  accounts: on t h e  one hand, imputa t ions  and a t t r i b u t i o n s  a r e  

made t o  s a t i s f y  f u n c t i o n a l  purposes; on t he  o t h e r  hand, many users  a r e  

i n t e r e s t e d  i n  t he  ' a c t u a l '  f l o u s  as observed from payments and cons ider  t h e  

imputa t ions  as a r t i f i c i a l  c o n s t r u c t s  hampering i n t e r p r e t a t i o n  of t h e  data. O f  

course, t h e  p roposa l  t o  p r o v i d e  f o r  an e x p l i c i t  t reatment  of  impu ta t i ons  and 

a t t r i b u t i o n s  has a  disadvantage too: i t  lncreases the number o f  i tems t h a t  has 

t o  be pub l i shed  and hence makes t h e  accounts more unwie ldy  and makes i t  l ess  

easy t o  see t h e  wood f o r  t h e  t r ees .  



Harmon i ra t ion  u i  t h  o t h e r  g u i d e l i n e s  

Moulding t h e  SNA and s t a t i s t i c a 1  g u i d e l i n e s  on  s p e c i a l i z e d  sub jec t s  i n t 0  a  

s i n g l e  codrd ina ted  economic s t a t i s t i c a 1  system i s  an ongoing concern o f  

cons iderab le  complex i ty .  Sec t i on  2.1 i d e n t i f i e d  two ways o f  i n t e g r a t i n g  

d e t a i l e d  i n f o r m a t i o n  on s p e c i a l i z e d  sub jec t s  w i t h  n a t i o n a l  accounts: t h e  top- 

down and t h c  bottam-up methods. O f  course, t h e  Same d i s t i n c t i o n  a p p l i e s  t o  t h e  

r e l a t i o n  w i t h  i n t e r n a t i o n a l  g u i d e l i n e s  on s p e c i a l i z e d  sub jec ts .  An example o f  

t h e  top-down method a re  t h e  F A O  s t a t i s t i c s ,  a  f a i r l y  s t r a i g h t f o r u a r d  

d i sagg rega t i on  o f  t h e  SNA. The harmon iza t ion  w i th  I M F  gu ide l ines ,  c u r r e n t l y  i n  

progress, i s  an example o f  bottom-up i n t e g r a t i a n .  Clearly, t h e  l a t t e r  approach 

produces p roposa ls  f o r  r e v i s i o n  o f  the  SNA. These, however, a r e  based on t he  

s p e c i f i c  purposes o f  t h e  s p e c i a l i z e d  system concerned. Th is  may be 

d e t r i m e n t a l  t o  o t h e r  SNA purposes. A case i n  p o i n t  a re  two adjustments  

proposed i n  o rde r  t o  harmonize the  SNA w i t h  t h e  IMF Balance o f  Payments (BOP) 

Manual. One o f  these i s  t o  adopt the  Manualts t reatment  o f  f i n a n c i a l  

Leasing i n  t h e  SNA. Th i s  t rea tment  i s  t h e  Same as t h e  new t rea tment  a l ready  

d iscussed above. The o t h e r  one i s  t o  adopt t h e  BOP Manual's t rea tment  o f  

r e i n v e s t e d  earn ings  o f  foreign-ouned companies: t h e  manual t r e a t s  these as 

though they were a d d i t i o n a l  f o r e i g n  d i r e c t  investment.  Th is  i s  u s e f u l  i f  t he  

focus  i s  e s s e n t i a l l y  on changes i n  f o r e i g n  claims. Houever, t h i s  way r e i n v e s t e d  

earn ings o f  foreign-owned companies uou ld  be t r e a t e d  d i f f e r e n t l y  from those o f  

domes t i ca l l y  ouned companiews. To remedy th is ,  imputed f lows would have t o  be 

i n t r oduced  betueen t he  domestic sec to r s  as u e l l ;  t h i s  uou ld  no t  o n l y  c rea te  

cons iderab le  problems o f  v a l u a t i o n  bu t  uou ld  have n o t  much a n a l y t i c  va lue  

e i t h e r .  

I t  i s  wo r thw i l e  t o  cons ider  two d i f f e r e n c e s  between t h e  SNA's and t h e  IMF's 

hand l i ng  o f  t r a n s a c t i o n s  t h a t  have - not  l ed  t o  proposals  f o r  t h e  adjustment o f  

e i t h e r .  -fl F i r s t  t h e  SNA ho lds  as a genera l  p r i n c i p t e  t h a t  what i s  a  capi  t a l  

t r a n s f e r  f o r  one t r a n s a c t o r  i s  so f o r  t h e  o t h e r  t r a n s a c t o r  too. Thus, e s t a t e  

and i n h e r i t a n c e  taxes a r e  booked as c a p i t a 1  t r a n s f e r s  bo th  on t he  household 

accounts and on t h e  government account. Here toa, t h e  SNA imposes an a n a l y t i c  

s tandard on t h e  da ta  t h a t  conf l i c t s  u i  t h  i n s t  i t u t i o n a l  (or, more a p p r o p r i a t e l y  

i n  t h i s  case: s u b j e c t i v e )  r e a l i t y :  t o  t h e  government these taxes a re  c u r r e n t  



revenues r a t h e r  than cap i ta1  t rans fers .  The IMF's Government Finance 

S t a t i s t i c s  manual recognizes t h i s  viewpoint, and indeed records es ta te  and 

i n t e r i t a n c e  taxes as cu r ren t  revenues. The SNA p r i n c i p t e  has an obvious reason: 

suppose the  IMF-treatment uere t o  be adopted i n  t h e  SNA u h i l e  r e t a i n i n g  the SNA 

treatment o f  the household sector; t h i s  way, there  would be an outgoing 

t r a n s f e r  i n  the households' c a p i t a 1  f inance account and an i n c m i n g  cur ren t  

t r a n s f e r  i n  government's income and o u t l a y  account. Then government 'sav ing '  

would increase by the  value o f  the  es ta te  and i nhe r i t ance  taxes. Upon 

consol idat ion, n a t i o n a l  saving would be r a i s e d  by the Same amount (compensated 

f o r  by an a d d i t i o n a l  i tem on the n a t i o n a l  c a p i t a l  f inance accounts, l i k e  ' ne t  

cap i ta1  t r a n s f e r s  between res idents ' ) ,  This  i s  a c lea rcu t  case o f  c o n f l i c t i n g  

purposes w i t h i n  the  SNA. E i t h e r  governments' o r  households' income and savings 

concepts must depart from t h e i r  s u b j e c t i v e  no t ions  i f  t h e  SNA p r i n c i p l e  i s  

re ta ined  t h a t  a t r a n s f e r  i s  e i t h e r  a c a p i t a 1  t r a n s f e r  f o r  - both sectors 

concerned, o r  a cu r ren t  one f o r  both. 

A s i m i l a r  problem e x i s t s  i n  t h e  r e t a t i o n  o f  the SNA w i t h  another spec ia l i zed  

system, v iz .  t h e  UN's g u i d e l i n e  on income d i s t r i b u t i o n  s t a t i s t i c s  pub l ished i n  

1977. This g u i d e l i n e  accepts the  income concept of the SNA; hence, s t r i c t l y  

speaking, i t  i s  f u l l y  harmonized w i th  t h e  SNA. However, i n  t h i s  case 

harmonisat ion has o n l y  been achieved a t  the  cost o f  a p p l i c a b i l i t y :  v i r t u a l l y  no 

income d i s t r i b u t i o n  s t a t i s t i c s  have been ca l cu la ted  anywhere t h a t  a c t u a l l y  

achieve consistency w i t h  the accounts. ûne o f  the  reasons i s  t h a t  the SNA 

income concept inc ludes  a uhole range o f  i tems t h a t  do not  belong t o  

households sub jec t i ve  n o t i o n  o f  'income', o r  are valuated d i f f e r e n t l y :  examples 

are i n c m e  from owner-occupied duel l ings,  and imputed i n t e r e s t  on l i f e  

insurance and pensionfunds reserves and so on. Consequent ly, t he  data sources 

f o r  d i s t r i b u t i o n  data do not  r e f l e c t  t h e  SNA fncome concept. This  i s  c e r t a i n l y  

t r u e  for  household surveys, b u t  a l so  f o r  income-tax der ived data. Thus here too  

sub jec t i ve  views o f  t ransac t i ons  and SNA purposes c o n f l i c t .  

The case of income d i s t r i b u t i o n  s t a t i s t i c s  i s  on l y  one exainple o f  a f a r  

wider c lass  o f  l inkages:  t h a t  betueen micro- and macro-data. Increasingly ,  

there  i s  a need f o r  micro-bases t i nked  t o  the n a t i o n a l  accounts. This r e f l e c t s  

t he  growing auareness t h a t  much re levan t  i n fo rma t ion  i s  l o s t  i n  the  process o f  



aggregat ion: t h e  p o s s i b i l i t i e s  f o r  drowning i n  a take u i t h  an average depth of 

one metre have been rediscovered i n  such f i e l d s  as the average p r o f i t s  o f  

flrms, average incomes o f  households, and so on. But second, as noted i n  

s e c t i o n  2.1, the  grouing demand f o r  cons is ten t  micro-data i s  caused by the t rend  

i n  mainstream economics away from macro-economic ana lys is  and toward micro- 

economics, be they e.g. neo-c lass ica l  o r  Schumpeterian o r  n e o - s t r u c t u r a l i s t .  

Th i s  two-pronged demand f o r  more disaggregated ana lys is  and data i s  a l s0  

r e f  l e c t e d  i n  the cons t ruc t  i o n  o f  sociai. accounting ma t r i  ces (SAM's) . Broadly, 

these can be c l a s s i f i e d  i n  two groups: SAR'S f o r  developing coun t r i es  and tax-  

mode l l ing  SAM1s f o r  developed countr ies, I n  the f i t s t  group o f  SAR'S the  

emphasis i s  on the  d i s t r i b u t i o n  o f  the  b e n e f i t s  o f  economic grouth over s o c i a l  

and economic groups and on the  feedbacks t o  production; the  second group o f  

SM's  a re  constructed as data bases f o r  the  genera1 e q u i l i b r i u m  mode l l ing  o f  

t h e  d i s t r i b u t i o n a l  e f f e c t s  o f  a l t e r n a t i v e  tax instruments and, again, t h e i r  

feedbacks on product ion  and grouth. Presently, t he  s t a t e  o f  the a r t  i n  SAM1s i s  

comparable t o  t h a t  o f  na t  i o n a l  income accounting i n  the mid-nineteen f o r t  i e s  : 

f o r  each country and each purpose a d i f f e r e n t  SAM i s  constructed; each o f  

these, o f  course, meets u i t h  i t s  own specìat  problems i n  l i n k i n g  u i t h  the  

n a t i o n a l  accounts. Po ten t i a t l y ,  houever, SANts are  a comprehensive framework 

f o r  the d e s c r i p t i o n  o f  a n a t i o n a l  economy, j u s t  l i k e  n a t i o n a l  accounts aim t o  

be. Houever, SAM1s must o f  necess i ty  s t a r t  out frm the sub jec t i ve  experience 

and ' i n s t i t u t i o n a l '  environment o f  the s o c i a l  and econornic groups they are 

designed t o  analyse. Thus, i f  t h e  SNA i s  t o  serve as the  bas is  f o r  t h e  

cons t ruc t i on  o f  SAM1s, the  need t o  b r i n g  i t  c loser  t o  i n s t i t u t i o n a l  r e a l i t y  and 

sub jec t i ve  experience o f  t t ansac to rs  bu lks  Large. 



Options f o r  the r e v i s i o n  

4.1. Past and cur ren t  response t o  c o n f l i c t  i n g  and evo lv ing  demands 

The centra1 conclus ion o f  the  preceding sect ions i s  t h a t  t h e  SNA has t o  s a t i s f y  

many conf l i c t i n g  demands: i t s  purposes may c o n f l i c t  w i t h  each o ther  and the re  

are d i f f e r e n t  v ieus on the  best way t o  achieve a  purpose. Hou has t h i c  

c i t u a t i o n  been d e a l t  w i t h  i n  the  past? 

The f i r s t  SNA has a  f l a v o u r  o f  a  quest f o r  the  ph i losophers '  stone: 

an atternpt t o  p rov ide  - the d e s c r i p t i o n  o f  the  economy. That is, a  single, 

object ive, d e s c r i p t i o n  o f  the  economy as i t  r e a l l y  i s .  Thus chapter 2 (p.4) 

opens w i t h  the  sentence 'The aim o f  n a t i o n a l  account ing i s  t o  descr ibe the - 
s t r u c t u r e  o f  an economic system i n  terms o f  t ransac t ions ' .  Above, we have 

r e f e r r e d  t o  i t  as the  f u n c t i o n a l  approach; houever, i f  the  aim i s  t o  descr ibe 

t h e  st ructure,  the  under l y ing  assumption i s  t h a t  each t r a n s a c t i o n  has one - 
and on ly  one func t ion .  I f  t h i s  i s  true, the task o f  the  economic s t a t i s t i c i a n  

i s  simply t o  d iscover  t h i s  funct ion.  Any d i f f e r e n c e  o f  o p i n i o n  would then j u s t  

r e f  l e c t  imperfect  knowledge o r  i n c o r r e c t  views. The p o s s i b i  li t y  t h a t  t he re  

w i l 1  always remain v a l i d  d i f f e rences  o f  views, u i t h o u t  any one being ' b e t t e r '  

than the  others, i s  then denied. Though i t  is hard l y  l i k e l y  t h a t  t h i s  r a d i c a l l y  

p o s i t i v i s t  view was a c t u a l l y  h e l d  b i  j the authors o f  the  f i r s t  SNA, the  f u r t h e r  

development o f  the system as envisaged i n  the preface t o  i t s  1960 ed i t ion ,  was 

s t i l l  thought t o  be r e s t r i c t e d  t o  e l a b o r a t i o n  and extension, p a r t i c u l a r l y  w i t h  

f l o u  o f  funds and input-output  tables. The l a t t c r  was indeed r e a l i z e d  i n  t h e  

1968 SNA, b u t  i n  a d d i t i o n  t h a t  system int roduced i n s t i t u t i o n a l  sec tor  

accounts. The l a t t e r  may be considered as a move away from the  more f u n c t i o n a l  

approach of the f i r s t  SNA. Nevertheless, the concept o f  one mono l i t h i c  

d e s c r i p t i o n  o f  the  economy was s t i l t  maintained. Consequently, purposes and 

views not  accommodated w i t h i n  t h a t  framework had t o  be accommodated i n  a  

d i f f e r e n t  way. Several a l t e r n a t i v e  uays t o  do t h i s  have been employed meanwhile. 

The most e labora te  SNA-based development i s  t ha t  o f  the  French n a t i o n a l  

accounts. I n  a d d i t i o n  t o  t h e  SNA-based accounts and input-output  t ab les  t h y  

conta in  th ree  d i f f e r e n t  types of addi t i o n a l  accounts: 



- complementary analyses. These simply prov ide an a l t e r n a t i v e  breakdown of  

one o r  more key SNA-variables f o r  some sector, e.g. a breakdown of household 

f i n a l  consumption by purpose; 

- in termed ia te  accounts. These employ micro-economic concepts, as d i s t i n c t  from 

macro-concepts, and aggregate micro-data according t o  them. The l i n k  u i t h  

t h e  SNA-frameuork i s  no t  complete: most macro-concepts can be der ived from 

the in te rmed ia te  accounts by regrouping them; however, the  in te rmed ia te  

accounts a re  a s t ra igh t fo rward  aggregat ion o f  micro-data and do not 

incorpora te  t h e  adjustments r e s u l t i n g  from system-wide s t a t i s t i c a 1  

i n t e g r a t i o n  t h a t  a re  so va luab le  i n  the n a t i o n a l  accounts. 

- s a t e l l i t e  accounts. These do not  r e f e r  t o  j u s t  one v a r i a b l e  o r  sector  o f  t h e  

SNA, b u t  r a t h e r  t o  a f i e l d ,  e.g. education, R & D, e tc .  They prov ide  non- 

monetary i n d i c a t o r s  and l i n k  up w i th  t h e  SNA through a comprehensive 

d e s c r i p t i o n  o f  the  monetary, o r  monetized, f l o u s  i n  the  f i e l d  concerned t h a t  

a re  incorpora ted  i n  t h e  SNA. Typ ica l l y ,  t h i s  ana lys is  o f  monetary and 

monetized f l o u s  comes i n  th ree  pa r t s :  an ana lys is  o f  the  f i nanc ing  o f  the  

c h a r a c t e r i s t i c  a c t i v i t i e s ,  etc .  by sector  o f  source o f  f inance; an ana lys i s  

o f  p roduct ion  by uses and resources; and an ana lys i s  shouing hou much each 

sec tor  rece ives  of each c h a r a c t e r i s t i c  good, service, money transfers, etc.  

Essent ia l l y ,  the  French system accepts the  SNA-view o f  t he  economy as a 

uhole. The add i t i ons  d e t a i l  s p e c i f i c  groups of t ransac t ions  o r  p rov ide  a 

comprehensieve economy-wide view o f  a s i n g l e  f i e l d .  But no p r o v i s i o n  i s  made 

f o r  a l t e r n a t i v e  paradigms i n  the d e s c r i p t i o n  o f  the  economy as a uhole. 

Complementary analyses and s a t e l l i t e  accounts are not  s u f f i c i e n t  as t o o l s  t o  

change, e.g., the  product ion  boundary o f  t h e  system. Attempts t o  achieve t h i s  

have been made ou ts ide  s t a t i s t i c a 1  o f f i ces ,  e.g. by Nordhaus and Tobin (19721, 

Economic Counci l  o f  Japan (19731, Juster, Courant and Dow (1981). In these cases 

SNA-based data are  used, bu t  the  framework i s  a l te red .  I f  i t  uere not  so 

d i f f i c u l t  f o r  researchers ou ts ide  s t a t i s t i c a l  o f f i ces ,  t he  d i f f e r e n c e  w i t h  t h e  

SNA would probably be even more dramatic. Given the  complicated nature o f  the  

SNA and i t s  mixed institutional/functional approach i t  i s  very d i f f i c u l t  t o  

employ i t s  data f o r  the  cons t ruc t i on  o f  an a l t e r n a t i v e  comprehensive system. 

This i s  probably the main reason uhy at tempts t o  b u i l d  systems employing 

d i f f e r e n t  p roduct ion  boundaries have been sporadic i n  s p i t e  o f  the demand f o r  

them. 



Another type o f  a l t e r n a t i v e  system i s  the  one uhere the e s s e n t i a l  macro- 

economic na ture  of t h e  SNA i s  replaced by a meso-economic paradigrn. SAPl's a re  

the  prime example o f  t h i s .  Here too, often, n a t i o n a l  account ing data a re  

employed, but the s t r u c t u r e  o f  t he  system may d i f f e r  s u b s t a n t i a l l y .  

SAM's may employ a  d i f f e r e n t  sec to r i ng  than the SN&, subsector ing i s  o f  the 

essence, the r e l a t i o n s  betueen subsectors being speci f ied;  p roduc t i on  

boundaries may d i f f e r  from the  SNA, and so on. Construct ion o f  SAMïs i s  thus 

f requen t l y  hampered by the  need t o  remove a number o f  cons t ruc t ions  fran the 

n a t i o n a l  accounts data. 

Summarizing: t h e  1968 SNA s t i l l  g ives  the impression t h a t  i t  attempts t o  

provide, i n  one mono l i t h i c  system, the  s i n g l e  ' t r u e '  v i s i o n  o f  the  economy; 

uherever t h i s  approach c o n f l i c t e d  u i t h  o ther  purposes and views, a d d i t i o n a l  

t ab les  and accounts have been developed as wel1 as complete a l t e r n a t i v e  

systems. But the  l a t t e r  has been hampered by the  f u n c t i o n a l  cons t ruc t ions  i n  

t h e  SNA. 

4.2. An a l t e r n a t i v e  approach: core and bu i  l d i n g  blocks 

The d iscussion above leads t o  the conclus ion t h a t  a bas ic  change i n  t h e  

approach t o  designing systems o f  n a t i o n a l  accounts i s  c a l l e d  fo r .  We should 

not  attempt t o  construct, i n  a  s i n g l e  mono l i t h i c  framework, t h e  ' t r u e '  o r  

' bes tg  al t-purpose d e s c r i p t i o n  of n a t i o n a l  economies. Simply, because there  i s  - 
no ' t r u e '  and no 'bes t '  descr ip t ion .  Instead, there  a re  var ious  a l t e r n a t i v e  

descr ipt ions,  each u s e f u l  f o r  i t s  own purpose, each ' b e s t '  and ' t r u e '  from i t s  

own under ly ing  t h e o r e t i c a 1  p o i n t  of view. Thus we propose t o  depart from t h e  

'physics '  approach t o  economics and recognìze economics f o r  uhat i t  i s :  a 

s o c i a l  science uhere no s i n g l e  comprehensive model w i l 1  ever be able t o  o b t a i n  

consensus. Put d i f f e r e n t l y ,  we should cease t o  fo rce  our data i n t o  a  single, 

r e s t r i c t i v e ,  model. 

This  view i s  ga in ing  currency w i t h  o ther  d i s c i p l i n e s  o f  economic science 

too. Not only  u i t h  narrow schools, l i k e  the  neo -s t ruc tu ra l i s t s ,  but  throughout 



the  d i s c i p l i n e .  Consider th ree  quotes o f  economists t h a t  might, a t  f i r s t  

glance, be thought t o  be the h igh  p r i e s t s  of the h i g h l y  techn ica1 'phys ics '  

approach t o  econornic science. 

'We should be us ing  the  newly a v a i l a b l e  data se ts  t o  help US f i n d  out what 

i s  a c t u a l l y  going on i n  the  economy and i n  the  sectors t h a t  we are ana lyz ing  

wi thout  t r y i n g  t o  f o r c e  our puny models on them. The r e a l  chal lenge i s  t o  s tay 

open, t o  l ea rn  frm t h e  data, but also, a t  the Same time, no t  drown i n  t h e  

i n d i v i d u a l  d e t a i l .  We should keep looking f o r  the f o r e s t  among a l 1  these 

t r e e s '  (Gr i l iches,  Harvard Univers i ty ,  1 9 8 5 ) .  

'The example o f  n a t i o n a l  income ana lys i s  does remind US o f  a  danger i n  the  

use o f  econornic theory i n  econornic h i s t o r y .  There i s  a  b ias  towards f l a t t e n i n g  

out  the p a r t i c u l a r i t i e s  o f  the  past. The more one uses ca tegor ies  draun from 

the  need t o  generalize, the  less  marked i s  the d i f f e r e n c e  among t h e  

i n s t a n t i a t i o n s '  (Arrow, Stanford Un ivers i  ty, 1985) .  

'My impression i s  t h a t  t he  best and the b r i g h t e s t  i n  the  p ro fess ion  proceed 

as i f  economics i s  t h e  physics o f  society .  There i s  a  s i n g l e  u n i v e r s a l l y  v a l i d  

model of the  world. I t  need on ly  be app l i ed  ( . . . l  . Of course there  are  

holdouts against  t h i s  rout ine, b less  t h e ì r  hear ts  (...). We need a  d i f f e r e n t  

approach. The f u n c t i o n  o f  the  economist i n  t h i s  approach i s  s t i l l  t o  make 

models and t e s t  them as best one can but  the models are more l i k e l y  t o  be 

p a r t i a l  i n  scope and l i m i t e d  i n  a p p l i c a b i l i t y ' .  (Solou, Massachusetts I n s t i t u t e  

o f  Techno logy, 1985) . 
The i m p l i c a t i o n  f o r  t he  SNA i s  t h a t  i t  should, i n i t e a d  o f  t r y i n g  t o  p rov ide  

t h e  comprehensive framework f o r  the  s t a t i s t i c a 1  d e s c r i p t i o n  o f  econornic - 
systems, be comprehensive in  the sense of f a c i l i t a t i n g  the cons t ruc t i on  of a l 1  

t h e  a l t e r n a t i v e  desc r ip t i ons  t h a t  are re levant  f o r  science, po l i cy ,  business, 

bo th  nou and i n  the fu tu re .  The best way t o  achieve t h i s  i s  by  means o f  a  

systems s t r u c t u r e  t h a t  cons i s t s  of, on the  one hand, a  core and on the  o ther  a  

range o f  bu i  l d i n g  blocks. 



Since t h i s  proposal  was f i r s t  forwarded (Van Eck, Gorter  en Van Tuinen, 1983) 

i t  has been misunderstood i n  severa l  ways. We of these i s  t h a t  the  core i s  - 
jus t  a simple aggregated ve rs ion  of t h e  1968-SNA, e.g. c o n s i s t i n g  o f  a  

s t reaml ined ve rs ion  of the  accounts of the na t i on  and accounts f o r  as smal1 a  

number of i n s i t u t i o n a l  sec tors  as possible, wi thout  any disaggregation, input -  

ou tpu t  table, c r o s s - c l a s s i f i c a t i o n  and so on, a l 1  of which would have t o  be 

prov ided i n  b u i l d i n g  blocks. This, however, would be a  re t rogress ion .  This  core 

would simply be a Keynesian, macro-economic d e s c r i p t i o n  o f  t he  economy and 

thus represent a  r e t u r n  t o  the  economic t h i n k i n g  of the  e a r l y  1950's and ignore  

the  changes t h a t  have occurred since. Only i f  a l 1  o ther  approaches t o  economic 

ana lys is  uould be simple d isaggregat ions and extensions o f  t h e  Keynesian macro 

model, would t h i s  i n t e r p r e t a t i o n  of the  core make sense. However, s ince  the re  

are nou a number o f  whol ly  a l t e r n a t i v e  views o f  economic systems, the  core  

cannot be designed such as t o  accommodate j u s t  the  Keynesian one but  must 

a n t i c i p a t e  the need t o  cons t ruc t  severa l  a l t e r n a t i v e  d e s c r i p t i o n s  o f  t h e  

economy as a  whole. 

A second misunderstanding concerning the  core-bu i ld ing  b lock  approach i s  

t h a t  the core would represent the a u t h o r i t a t i v e  and d e t a i l e d  d e s c r i p t i o n  o f  the  - 
economy as a  whole uhereas the  b u i l d i n g  b locks uould, i n  t he  v e i n  o f  t h e  French 

system, be merely e labo ra t i ons  o f  s p e c i f i c  groups of t ransact ions,  t ransac to rs  

or  spec ia l  f i e l d s .  

Instead, our proposal  i s  t o  cons t ruc t  a  core t h a t  is, as such, a  d e t a i  l e d  

d e s c r i p t i o n  o f  the  whole economy, but  constructed i n  such a  way - by proper  

choice o f  the product ion  boundary, sec to r i ng  and subsectoring, u n i t s  and 

c l a s s i f i c a t i o n s  - t h a t  i t  i s  easy t o  t rans form i t  i n t o  an a l t e r n a t i v e  

d e s c r i p t i o n  of the  whole economy. h e  s e t  of b u i l d i n g  b locks  i s  t o  be designed 

t o  achieve the  l a t t e r .  Thus, t h i s  set does not  conta in  modules f o r  j u s t  t h e  

e labo ra t i on  o f  a  spec ia l  f i e l d  o r  f o r  complementary analysis, b u t  b u i l d i n g  

b locks that, added t o  the  core, achieve a d r a s t i c  t rans fo rma t ion  o f  t h e  

l a t t e r ,  e.g. a  change i n  the  product ion  boundary, an a l t e r n a t i v e  sector ing, and 

so on. Natura l ly ,  t he re  are  o ther  sets o f  b u i l d i n g  b locks  too, e.g. b u i l d i n g  

btocks f o r  l inkage u i  t h  o ther  s t a t i  s t i c a l  guidetines, and f o r  s p e c i a l i z e d  

t o p i  CS. 



Another misunderstanding i s  t h a t  o n l y  the  core i s  the s t a t i s t i c a 1  standard 

according t o  which data a re  t o  be repor ted  t o  i n t e r n a t i o n a l  s t a t i s t i c a 1  

i n s t i t u t i o n s .  Ins tead the re  are th ree  classes o f  b u i l d i n g  blocks: 

- 'mandatory8 . These should be constructed by a l t  countr ies.  

Examples are b u i  l d i n g  b locks  t o  achieve i n t e r n a t  i o n a l  comparabi li t y  i n  some 

sense, b u i  l d i n g  b locks f o r  l inkage u i  t h  e.g. I M F  guidel ines, and so on. For 

the  t ime being i t  i s  conceivable t h a t  a b u i l d i n g  b lock i s  considered as 

mandatory that, i n  con junc t ion  w i t h  the  core, y i e l d s  the  1968 SNA. I n  t h a t  

case the new SNA could, a t  l eas t  temporari ly,  be simply dn a l t e r n a t i v e  

p resen ta t i on  o f  the  1968 SNA. 

- Irecommended' . These, too, are t o  be agreed on i n t e r n a t i o n a l l y  but  

count r ies  w i l 1  no t  be asked t o  commit themselves t o  produce them; they have 

a 'handbookl f u n c t i o n  i f  a country decides t o  t a c k l e  a g iven subject.  

- lexper imenta l ' .  B u i l d i n g  blocks i n  t h i s  group can be developed by 

i n d i v i d u a l  coun t r i es  or  researchers; they are, as i t  uere, t he  labora tory  o f  

n a t i o n a l  accountants. 

O f  course, t he  c l a s s i f i c a t i o n  o f  b u i l d i n g  b locks i n  these th ree  classes i s  

not s t a t i c .  B u i l d i n g  b locks  may be moved out o f  the  l abo ra to ry  c lass  to, 

eventual ly,  'mandatory' status, uhereas mandatory ones may become obsolete. 

The core, however, should be designed f o r  durabi  l i t y ;  w i thout  need f o r  

r e v i s i o n  every 20 years o r  so. This uay, the process o f  adjustrnent simply takes 

t h e  form of adding o r  removing b u i  t d ing  blocks. This prov ides both a g rea te r  

f l e x i b i l i t y  i n  the  course o f  t ime and a g rea ter  v e r s a t i l i t y  a t  any g iven 

moment. Adjustments can be made as soon as the  need arises, wi thout  r e q u i r i n g  

a complete overhaul  o f  the  whole system. Hatural ly,  uhether o r  not t h i s  i s  

a c t u a l l y  achieved depends t o  a Large extent  on the proper choice o f  the core. 

Therefore the  next s e c t i o n  considers the p r i n c i p l e s  t h e  l a t t e r  should s a t i s f y  

and a number of i m p l i c a t i o n s  o f  these p r i n c i p l e s  f o r  the a c t u a l  cons t ruc t i on  o f  

the core. 



5. The core 

A f asc ina t i ng  aspect o f ' n a t i o n a l  account ing i s  t h a t  t he re  are  so many 

engrossing issues on uh ich  a stand must be taken: s h a l l  we r e t a i n  t h i s  

imputation, do we want t h a t  a t t r i b u t i o n ,  and so on. The g rea t  p i t f a l l ,  however, 

i s  t o  en ter  t h i s  dec i s ion  making process without s u f f i c i e n t l y  s p e c i f i c  gu id ing  

p r i n c i p l e s .  I n  t e r m  o f  G r i  l i c h e s  ' c r i  de coeur': t h e  wood should be 

designed p rope r l y  be fo re  coming down t o  the  trees. The preceding s e c t i o n  

in t roduced the  bas ic  n o t i o n  o f  a core w i th  b u i l d i n g  b locks  bu t  we s t i l l  have t o  

s p e c i f y  more p r e c i s e l y  t he  p r i n c i p l e s  o f  the  development o f  t h e  core  ( s e c t i o n  

5.1.) before we can s a f e l y  s t a r t  t o  f i  ll i n  some o f  the  d e t a i l s  ( s e c t i o n  

5.2.). I n  s e c t i o n  5.3. we d isentang le  from the d e t a i l s  again and evaluate some 

fea tures  of the  r e s u l t i n g  core t o  conclude t h a t  the core i s  no t  a r a d i c a l  

departure from present  SNA bu t  r a t h e r  the log ica1 next  s tep  i n  the  e v o l u t i o n  o f  

n a t i o n a l  accounting. 

5.1. P r i n c i p l e s  o f  t h e  core 

A t  l e a s t  t h ree  p r i n c i p l e s  of the core are imp l ied  by the  d i scuss ion  i n  the  

preceding sect ions. They can be designated as the  ' I n t e r s e c t i o n  Princplei ,  t he  

'Parsimony P r i n c i p l e '  and the  'Canon ic i ty  P r i n c i p l e 1 .  

I n t e r s e c t i o n  P r i n c i p l e  

The core i s  the  p o i n t  of departure f o r  a t l e  conceivable systems o f  economic 

s t a t i s t i c s .  One uay t o  achieve t h i s  would be t o  de f ine  i t  as t h e  i n t e r s e c t i o n  

o f  a l t  systems, i.e. as the  c o l l e c t i o n  of a l 1  elements common t o  a l 1  systems, 

w i t h  the exc lus ion  of a l 1  elements t h a t  are absent from the  major a l t e r n a t i v e  

systems. Clearly, though, the  common elements may be so feu  t h a t  a core de f i ned  

t h i s  uay might be v i r t u a l l y  empty. Therefore, the  i n t e r s e c t i o n  concept cannot 

be maintained i n  i t s  unadu l te ra ted  form. Instead, the  i n t e r s e c t i o n  p r i n c i p l e  

has a more l i m i t c d  meaning and cons i s t s  o f  two par ts :  

- the core should con ta in  as few spec ia l  purpose elements as possib le.  Spec ia l  

purpose elements a re  revaiuat ions, imputations, a t t r i b u t i o n s ,  c l a s s i f i c a -  

tions, t h a t  are u s e f u l  or  necessary f o r  one or two purposes but  have t o  be 

removed f o r  o ther  major purposes o r  i f  important t h e o r e t i c a 1  p o i n t s  o f  v i e u  

are t o  be re f l ec ted .  



- the core should con ta in  the e s s e n t i a l  s t r u c t u r a l  components t h a t  are t h e  

bas is  f o r  the  c o n s t r u c t i o n  o f  the ma jo r  a l t e r n a t i v e  desc r ip t i ons  o f  the  

economy as a whole. S t r u c t u r a l  components are sector  and subsector spec i f i ca -  

t ions, a r c h e t y p i c a l  concepts, and co on. 

The second p a r t  o f  t he  p r i n c i p l e  m e r i t s  some elaborat ion. Cur ren t ly  t h e r e  

a r e  tuo s e t s  of a l t e r n a t i v e  desc r ip t i ons  of t he  economy as a whole. The 

f i r s t  more t radional ,  one i s  the  macro-economic archetype. It i s  r e f l e c t e d  

i n  the  accounts o f  t he  n a t i o n  a d  i n  the  accounts o f  the major i n s t i t u t i o n a l  

sectors. Of course, w i t h i n  the  set o f  macro-economic theo r ies  there  are a 

number o f  a l t e r n a t i v e  schools, e.g. p r i m i t i v e  and more soph is t i ca ted  Keynesian 

ones, the  monetar is t  school, the neo-c lass ica l  school, Each o f  these requ i res  a 

d i f f e r e n t  set  o f  aggregated accounts, each employing i t s  own boundaries, etc. 

But the core should, by  the  second p a r t  o f  the i n t e r s e c t i o n  p r i nc ip le ,  con ta in  

some a rche typ i ca l  form o f  a macro-economic s t a t i s t i c a 1  system; by the f i r s t  

p a r t  o f  the p r i n c i p l e  i t  should, as f a r  as possible, be s t r u c t u r e d  i n  such a 

uay t h a t  t he  var ious  a l t e r n a t i v e  macro-systems can be obta ined from i t  by  

adding i n fo rma t ion  wi thout  having t o  remove anything. 

A t  t h i s  p o i n t  i t  should come as no su rp r i se  t h a t  we b e l i e v e  t h a t  the second 

major a l t e r n a t i v e  archetype o f  the  economy as a nhole i s  t he  meso-economic 

one. This, too, comes i n  var ious  a l t e r n a t i v e  foms, a l ready  mentioned before:  

Leon t i e f  - von Neuman models and the  r e l a t e d  neo-Ricardian models; neo- 

c lass i ca1  genera1 e q u i l i b r i u m  models; SAPl-based p lanning and t a x a t i o n  models. 

Each requ i res  i t s  own s p e c i f i c  s t a t i s t i c a 1  system. But, as i n  the case o f  t he  

macro-economic approach, the  essence o f  the second p a r t  o f  the  i n t e r s e c t i o n  

p r i n c i p l e  i s  t h a t  the  core must con ta in  an a rche typ i ca l  form o f  the meso- 

economic approach from which, by the  f i r s t  p a r t  of the p r i nc ip le ,  t h e  

a l t e r n a t i v e  meso-systems can be der ived by adding bu i  l d i n g  blocks. Without t h i  s  

second basic  i ng red ien t  the  core would be a parochial ,  outdated cons t ruc t  

ins tead o f  a cosmopoli t a n  modern system. 

Parsimony p r i n c i p l e .  

For most users o f  s t a t i s t i c a 1  information, t he  value of the  data decreases 



p r o p o r t i o n a l l y  w i t h  the  e f f o r t  requ i red  t o  understand them. Acquir ing a minima1 

understanding o f  n a t i o n a l  accounts present ty  demands the c lose  reading o f  a 10 

t o  20 page p r i n t e d  explanat ion.  Fur ther  extensions o f  the  accounts would 

a c t u a l l y  decrease t h e i r  value t o  many users i f  they would necess i ta te  s t i l l  

more e labora te  explanat ion.  Consequently, t h e  value o f  the  core as such i s  t h e  

higher, the  more se l f -exp lanatory  i t s  data are. This  means t h a t  t he  concepts o f  

the  core have t o  be i n  c lose harmony w i t h  t h e  d a i l y  experience o f  the non- 

soph is t i ca ted  users. This, i n  turn, imp l i es  t h a t  the core-concepts have t o  be 

free, as f a r  as ever possible, o f  the  i n f l uence  o f  hypotheses t h a t  are based on 

theo re t i ca1  ana lys i s  ins tead o f  sub jec t i ve  experience: t h e  core must be 

parsimonious i n  the  use o f  cons t ruc t ions  t h a t  are intended t o  capture the  

' r e a l i t y '  behind the percept ions  o f  economic agents. This i s  the  parsimony 

p r i n c i p l e .  

Natura l ly ,  t h i s  p r i n c i p l e  cannot be app l i ed  absotute ly .  The percept ions  o f  

the tuo pa r tne rs  t o  a t r a n s a c t i o n  may d i f f e r  and i t  may no t  aluays be poss ib le  

t o  r e f l e c t  - both percept ions  i n  t he  core; f o r  i f  the l a t t e r  were t o  be 

attempted too  l i b e r a l l y ,  system-uide consistency uould have t o  be sac r i f i ced ,  

which would be incompat ib le w i t h  bo th  the  i n t e r s e c t i o n  p r i n c i p l e  as exp la ined 

above and the  canon ic i t y  p r i n c i p l e  t o  be in t roduced below. Nevertheless, t o  

adhere t o  the parsimony p r i n c i p l e  as u e l l  as poss ib le  y i e l d s  considerable 

benef i ts .  To mention the th ree  most obvious ones: 

- i t  u i l 1  be eas ier  f o r  the  core t o  serve as the cob rd ina t i ng  framework 

f o r  spec ia l i zed  s t a t i s t i c a 1  systems, s ince  the  l a t t e r s '  concepts tend t o  

r e f  l e c t  f a i r l y  c l o s e l y  t he  s u b j e c t i v e  percept ions o f  the  u n i t s  they describe. 

- economic agents are  no t  j u s t  users o f  t h e  accounts, bu t  are a l s 0  respondents 

t o  the surveys on uhich these are  based. Consequently, s tay ing  c lose  t o  the  

agents' oun concepts f a c i l i t a t e s  the  i n t e g r a t i o n  o f  micro-data and the  core. 

The Same app l ies  t o  cons t ruc t i on  o f  meso-systems. 

- economic science i n c r e a s i n g l y  recongnizes that, i n  mode l l ing  agents'  

reac t ions  t o  changes i n  economic variables, a t t e n t i o n  should be p a i d  t o  the  

way they ob ta in  i n fo rma t ion  on these var iables.  One example o f  t h i s  tendency 

i s  the g r e a t l y  increased a t t e n t i o n  to  the  uay expectat ions are  formed. 



Clearty, frm an i n f o r m a t i o n a l  p o i n t  o f  view, concepts should be p r e f e r r e d  

t h a t  a re  i n  c lose harmony u i t h  the  conceptual percept ions o f  the  agents 

whose behaviour and expect ions a re  analysed. 

In prac t icc ,  a p p l i c a t i o n  o f  the  parsimony p r i n c i p l e  tends t o  increase the  

i n s t i t u t i o n a l  content o f  the  care. The i n s t i t u t i o n a l  approach emphasizes 

the  uay t ransac to rs  and t ransac t i ons  a re  organized. The uay the  t ransac tors  a re  

organized and the  o r g a n i z a t i o n a l  form o f  t h e i r  t ransac t ions  is, t o  a l a rge  

extent, t he  bas ic  s t r u c t u r e  u h i t h i n  whi ch the  d a i l y  experience o f  these 

t ransac to rs  occurs. Thus, t ransac to rs '  percept ions are, t o  a considerable 

degret, p recond i t ioned by t h e i r  i n s t i t u t i o n a l  form and the  i n s t i t u t i o n a l  form 

o f  t h e i r  t ransact ions.  O f  course, there  are except ions t o  t h i s .  Agents, too, 

t h i n k  and ascr ibe  the Same f u n c t i o n  t o  t ransac t ions  u i t h  d i f f e r i n g  

i n s t i t u t i o n a l  forms. But by and large, adopt ion o f  agents' oun sub jec t i ve  

concepts requ i res  an i n s t i t u t i o n a l  approach t o  s t a t i s t i c a 1  systems design. 

Canonic i ty  p r i n c i p l e  

Na t iona l  accounts a re  nou extremely widely  used. The vast  m a j o r i t y  o f  users 

employ the  data f o r  q u i t e  genera1 purposes: they need key i n d i c a t o r s  on 

economic performance, a p o i n t  o f  reference t o  i l l u s t r a t e  the r e l a t i v e  magnitude 

o f  some a c t i v i t y ,  an a u t h o r i t a t i v e  statement o f  the s t r u c t u r e  o f  the econorny, 

and so on. These users are no t  i n t e r e s t e d  i n  the p rec i se  concepts under ly ing  

the accounts. I n  fact, they cou ld  work u i t h  var ious systems o f  n a t i o n a l  

accounts. Thus, t he  core can s a t i s f y  t h e i r  needs, prov ided i t  i s  a s e l f -  

contained system o f  n a t i o n a l  accounts, j u s t  as the 1968 SNA is .  This, then, i s  

a major requirement t h a t  the core must s a t i s f y .  We can, f o r  br iefness, r e f e r  t o  

i t  as the canon ic i t y  p r i n c i p l e :  t he  core has t o  s a t i ' s f y  the canonical  

p rope r t i es  o f  s o c i a l  account ing systems. Thus: 

- the  concepts of the  core have t o  be a t  l e a s t  as u s e f u l  t o  the  non-specialized, 

non-sophist icated user as those o f  present  SNA. 

- the core must s a t i s f y  consistency requirements: aggregates must be the 

conso l ida t ions  o f  disaggregated core data; c l a s s i f i c a t i o n s  must be 

exhaust ive and unambiguous; p r i n c i p l e s  o f  vaLuat ion speci f ied;  a proper 

accounting s t r u c t u r e  adopted; etc.  



- proper  a t t e n t i o n  must be p a i d  t o  t h e  i n t e r t e m p o r a l  c o m p a r a b i l i t y  o f  t h e  most 

impor tant  i n d i c a t o r s  i n  t he  core. 

- the  core must have i n t e r n a l  cohesion . 
The l a s t  p r o p e r t y  r e q u i r c s  some e labo ra t i on .  Soc ia l  account ing  systems 

g e n e r a l l y  desc r i be  groups and subgroups of processes f o r  groups and subgroups 

of  m i t s .  Hauever, t o  desc r i be  one group o f  processes adequately, another  

grouping o f  u n i t s  may f requen ly  be necessary t hen  i s  r e q u i r e d  f o r  t h e  

d e s c r i p t i o n  of another  group o f  processes. Thus we may have one type o f  

s e c t o r i n g  f o r  one process (e.g. c a p i t a 1  f i nance )  and another  f o r  ano ther  

process (e.g. p roduc t i on ) .  I n t e r n a l  cohesion i s  then achieved by i n t r o d u c i n g  a t  

l e a s t  one l e v e l  o f  aggrega t ion  o f  (sub)groups o f  u n i t s  where a t  l e a s t  summary 

c h a r a c t e r i s t i c s  o f  a l 1  processes can be descr ibed. I t  seems sa fe  t o  say t h a t  

t h e  i n t e r n a l  cohesion i s  t he  stronger,  t h e  l oue r  t h e  l e v e l s  o f  aggrega t ion  a r e  

a t  which a l 1  t he  major processes concerned a re  descr ibed  j o i n t l y .  To p r o v i d e  

one example: t h e  1968 SNA by and l a r g e  decr ibes  p r o d u c t i o n  a t  t h e  i n d u s t r y  

l e v e l  and c a p i t a 1  f i nance  a t  the  l e v e l  o f  i n s t i t u t i o n a l  (sub>sectors .  Only a t  a 

very  h i gh  l e v e l  o f  agg rega t i on  (i.e. economy wide) the t uo  processes a r e  

summarized f o r  the Same se t  o f  u n i t s .  Consequently, t h e  SNA resembles two 

p i l l a r s ,  l ean ing  aga ins t  each o t h e r  f o r  support, bu t  j o i n e d  toge ther  o n l y  a t  

t h e  very  top. The s t r e n g t h  o f  t h e  system u o u l d  be g r e a t l y  enhanced i f  

more connect ions cou ld  be achieved betueen these t uo  p i l l a r s .  I n c i d e n t a l l y ,  

t h i s  would a l s o  inc rease  t he  p o s s i b l i t i e s  f o r  j o i n i n g  these  two processes u i t h  

o t h e r  ones and hence i nc rease  t he  f l e x i b i l ì t y  of the  system. 

A p p l i c a t i o n  of t he  c a n o n i c i t y  p r i n c i p l e  w i l t  guarantee t h a t  t h e r e  i s  a 

c o n t i n u i t y  between p resen t  SNA and t h e  core. Not i n  t h e  sense o f  c o n t i n u i t y  i n  

t h e  t ime se r i es :  d i f f e r e n t  concepts imp ly  d i f f e r e n t  f i g u r e s  and i t  goes w i t hou t  

say ing  t h a t  c o n s i s t e n t  t ime  s e r i e s  w i l t  have t o  be ob ta ined  by r e c a l c u l a t i n g  

h i s t o r i c a 1  da ta  accord ing  t o  core concepts. Instead, t h e r e  w i l 1  be c o n t i n u i t y  

i n  the  use fu lness  t o  t h e  m a j o r i t y  o f  users  o f  the  core  v i s  h v i s  t h e  1968 

SNA. 

5.2. S t r u c t u r e  and a sample o f  d e t a i l s  o f  the  core 

As a consequence o f  t h e  c a n o n i c i t y  p r i n c i p l e ,  t he re  i s  a presumpt ion aga ins t  



d i f fe rences between the  core and the 1968 SNA. Only those d i f f e rences  are  t o  be 

accepted t h a t  are e s s e n t i a l  i n  view of the  i n t e r s e c t i o n  and parsimony 

p r i nc ip les .  Therefore, the na tura1 way t o  develop the  core i s  t o  s t a r t  out f r o n  

the  1968 SNA and reconsider  i t s  fea tures  bear ing  the i n t e r s e c t i o n  and parsimony 

p r i n c i p l e s  i n  mind. Examples o f  SNA-features we r e t a i n  a re  the  use o f  a  f l o u  

concept o f  incme, l i m i t e d  by the  product ion  boundary, and r e g i s t r a t i o n  of a l 1  

t ransac t ions  a t  the t ime they occur, no t  a t  the t ime  o f  payment. As i n  these 

two cases, we u s u a l l y  s h a l l  omit  t he  argumentation i f  we simply r e t a i n  the  

treatment o f  present SNA. As t o  the d e s c r i p t i o n  o f  the core, we s h a l l  f i r s t  

consider i t s  bas ic  fea tures  and next  discuss a  number o f  d e t a i l s .  The l a t t e r  i s  

no t  an exhaust ive o r  d e f i n i t i v e  treatment o f  a lk  d e t a i l s  i n  which the core must 

d i f f e r  frm the 1968 SNA, but  r a t h e r  an i l l u s t r a t i o n  o f  the  l og i ca1  imp l ica-  

t i o n s  of the th ree  p r i n c i p l e s  we propose. 

Types o f  accounts and t a b l e s  

Just l i k e  the 1968 SNA the  core must descr ibe the economy as a whole i n  an 

integrated, systematic and cons i s ten t  way. It must be a  s e l f - s u f f i c i e n t  

system. This i s  not  j u s t  requ i red  by the canon lc i ty  p r i n c i p l e ,  bu t  a l so  by the  

i n t e r s e c t  i o n  p r i n c i p l e .  Consequent l y  the  core contains: 

i )  a production, income, c a p i t a 1  and ex te rna l  account f o r  the nation; 

ii) production, income and outlay, and c a p i t a l  f inance and accumulat ion 

accounts f o r  the  i n s t i t u t i o n a l  sectors. 

The i n t r o d u c t i o n  o f  p roduc t i on  accounts f o r  the  i n s t i t u t i o n a l  sectors i s  a  

departure from the  1968 SNA, t h a t  i s  a l ready accepted i n  the  European System o f  

Accounts. I t  i s  u s e f u l  i n  view o f  the  i n t e r s e c t i o n  p r i n c i p l e .  For many purposes 

ana lys i s  o f  the  product ion  o f  the  i n s t i t u t i o n a l  sectors i s  valuable, whereas 

i n c l u s i o n  of p roduct ion  accounts f o r  i n s t i t u t i o n a l  sec tors  does not  h u r t  the  

system's usefulness fo r  any o the r  purpose. Another argument f o r  t h e i r  i n c l u s i o n  

was a l ready preluded upon i n  s e c t i o n  5.1: t h e  i n c l u s i o n  o f  p roduct ion  accounts 

f o r  i n s t i t u t i o n a l  sectors w i l l  considerabty s t rengthen the cohesion o f  the  

system. Below we w i l l  r e t u r n  t o  t h i s  argument. 



The two se ts  o f  accounts i n d i c a t e d  above are the  f i r s t ,  macro-economic, 

component o f  the core. But, as argued above, the system must a ls0  con ta in  a 

s t rong meso-economic component i f  it  i s  t o  s a t i s f y  the  i n t e r s e c t i o n  p r i n c i p l e .  

T h i s  requ i res  the  i n c l u s i o n  o f  two e s s e n t i a l  ingredients, bo th  t o  be discussed 

i n  some d e t a i l  below: 

i) Input-output  t a b l e s  f o r  i n d u s t r i e s  and commodities; 

ii) Disaggregat ion o f  i n s t i t u t i o n a l  sec tor  accounts i n t o  appropr ia te  subsector 

accounts. 

Sec tor ing  

The parsimony p r i n c i p l e  requ i res  t h a t  u n i t s  are grouped i n t o  (sub)sectors i n  

accordance w i  t h  t h e i r  own percept ions. The dual  sec to r i ng  p r i n c i p l e  o f  t h e  1968 

SNA admirably s a t i s f i e s  t h i s  requirement. ûn the one hand, t he  processes o f  

income d i s t r i b u t i o n ,  ou t l ays  and c a p i t a l  finance, accumulation are decided upon 

on by l a r g e r  uni ts ,  v i z .  enterpr ises,  than the process o f  p roduct ion  which i s  

main ly  decided upon i n  establ ishment-type un i t s .  Hence i t  stands t o  reason t o  

suppose t h a t  the va r iab les  on the income and cap i ta1  accounts are  most l i k e l y  

t o  correspond w i th  the  percept ions  o f  the  enterpr ise- type uni ts ;  and those on 

t h e  product ion  accounts w i t h  the percept lons  o f  the establ ishment-type un i t s .  

Consequently, a  sec to r i ng  o f  bo th  types o f  u n i t s  according t o  t h e i r  

c h a r a c t e r i s t i c s  w i t h  respect t o  t h e i r  respect ive  centra1 processes i s  most 

l i k e l y  t o  be recognizable t o  the  u n i t s  themselves. Put d i f f e r e n t l y :  

enterpr ises, households, government should be (sub>sectored i n  such a way t h a t  

maximum within-subsector hornogenei t y  i s  achlcved regarding behaviour u i  t h  

respect t o  income d i  s t r i b u t  ion, ou t  l a y  and capi t a l  finance, accumulat ion; 

whereas, on the  o ther  hand, p roduct ion  u n i t s  shoukd be (sub>sectored i n  such a 

uay t h a t  maximum homogeneity i s  obta ined w i t h  respect t o  the  c h a r a c t e r i s t i c s  o f  

the product i o n  process. 

The l a t t e r  i s  a l ready done by the  1968 SNA. Thus, the bas ic  treatment can be 

re ta ined  i n  the core. However, the  treatment o f  the  1968 SNA i s  less than 

s a t i s f a c t o r y  i n  view o f  the  i n t e r s e c t i o n  and canon ic i t y  p r i n c i p l e s .  The 

i n t e r n a l  cohesion o f  the  cystem i s  not  as st rong as i t  cou ld  be and n e i t h e r  a r e  



the  Linkages, betueen product ion  on the  one hand and income and out lay, 

cap i ta1  finance, accumulat ion processes on the  other, g i ven  a t  a l e v e l  o f  

d isaggregat ion t h a t  i s  s u f f i c i e n t  i f  the  core i s  t o  serve as the  bas is  o f  a 

f u l l - f l e d g e d  meso-economic system. Therefore we propose t o  improve the  l inkage 

i n  th ree  ways, i n  a d d i t i o n  t o  the ì n t r o d u c t i o n  o f  p roduct ion  accounts f o r  

i n s t i t u t i o n a l  sectors a l ready discussed above. 

i) To abandon the  spec ia l  t reatment o f  departmental en te rp r i ses  i n  t h e  

product ion  accounts. I f  these a re  inc luded i n  the i n d u s t r y  'producers o f  

government serv ices '  the L ö t t e r  would co inc ide  w i t h  the  i n s t i t u t i o n a l  

sec tor  o f  government. 

iil A breakdown o f  va lue added, i t s  major components and t o t a l  p roduct ion  o f  

each i n d u s t r y  according t o  i n s t i t u t i o n a l  (sub)sector.  

iii) An appropr ia te  subsector ing o f  the i n s t i t u t i o n a l  sectors. 

The second proposal  requ i res  the c l a s s i f i c a t i o n  o f  data on output  and va lue  

added of each i n d u s t r y  by i n s t i t u t i o n a l  subsectors. In an era o f  computerized 

r e g i s t e r s  o f  establishments, en te rp r i ses  and enterpr ise-groups i t  i s  p o s s i b l e  

t o  p rov ide  each establ ishment-type un i t  w i t h  o the r  Labels than j u s t  the  one 

i n d i c a t i n g  i t s  economic ac t i vq ty .  Thus, another l a b e l  could be t h e  

i n s t i t u t i o n a l  (sub>sector  code o f  the en te rp r i se  or  enterpr ise-group t o  which 

t h e  establ ishment belongs. This way the  des i red  c r o s s - c l a s s i f i c a t i o n  o f  

product i o n  data as t o  i n s t i  t u t  i o n a l  (sub) sec to r  could be achieved. 

Perhaps even more important i s  t o  p rov ide  f o r  an adequate subsector ing o f  

i n s t i t u t i o n a l  sectors. Consider the non- f inanc ia l  enterpr ises.  This sec tor  

could be d i v i d e d  i n t o  two subsectors. The f i r s t  one uould conta in  o n l y  

en te rp r i ses  t h a t  cons i s t  o f  j u s t  one establ ishment-type uni t ,  the  second one o f  

en te rp r i ses  t h a t  compri se more than one establishment. The f i r s t  subsector 

cou ld  then be subdivided according t o  i n d u s t r y  and a f u l l - f l e d g e d  i n teg ra ted  

ana lys is  o f  production, income d i s t r i b u t i o n  and outlay, cap i ta1  f inance and 

accumulat ion by i n d u s t r y  could thus be provided. In the  core a f u r t h e r  

subd iv i s ion  o f  the  second subsector into, e.g. m u l t i n a t i o n a l s  and non- 

m u l t i n a t i o n a t s  i s  conceivable i n  order  t o  improve l inkage w i t h  ex ternat  

accounts. Out a breakdown o f  t h i s  second subsector by the  major econornic 



a c t i v i t y  o f  t he  enterpr ises, as proposed i n  sec t i on  5.59 o f  t he  1968 $NA, i s  

d e f i n i t e l y  - not an element of t he  core; i t  v i o l a t e s  the  i n t e r s e c t i o n  p r i n c i p l e  

because i t  i s  t y p i c a l l y  a s p e c i a l  purpose element; t he re fo re  i t  might be an 

i n t e r e s t i n g  b u i l d i n g  b lock  bu t  does no t  betong i n  the  core, Th is  i s  t he  more 

t r u e  because i t  does not  improve t h e  i n t e r n a l  cohesion o f  t h e  system as t h e r e  

ui l 1  be a discrepancy between the  standard product ion  accounts by i n d u s t r y  and 

the  breakdown o f  t he  i n s t i t u t i o n a l  sec tors '  product ion account by indus t ry .  

F ina l l y ,  i t  would v i o l a t e  the  parsimony p r i n c i p l e  s ince i t  i s  ha rd l y  l i k e l y  

that, e.g. a mul t i -product  m u l t i n a t i o n a t  perceives i t s e l f  t o  be e s s e n t i a l l y  a 

s i n g l e  economic a c t i v i t y  en terpr ise .  

The cohesion o f  the system can, s im i l a r l y ,  be ra i sed  by an adequate 

subsector ing o f  the household sector.  Thus, i n t roduc ing  a subsector o f  p r i v a t e  

unincorporated h o t  quasi-corporate) non- f inanc ia l  e n t e r p r i  ses would y i  e l d  

the  Same b e n e f i t s  as t h a t  o f  the  f i r s t  subsector o f  the  non- f inanc ia l  

en te rp r i ses  in t roduced above. This  subsector, toa, cou ld  be subdiv ided by 

economic a c t i v i t y .  Furthermore, t h e  household sec tor  should be broken down i n t o  

a number o f  subsectors t h a t  are homogeneous w i t h  respect t o  ' i n s t i t u t i o n a l '  

cha rac te r i s t i cs .  An example o f  such a breakdown would be subsectors o f  

government employees, non-government employees, unemployed, aged, or, 

a l t e r n a t i v e l y ,  by per  cap i ta  income. These breakdowns, however, requ i re  f u r t h e r  

considerat ion:  t h e r e  a re  problems l i k e  the  c l a s s i f i c a t i o n  o f  households w i t h  

more than one income earner, and so on. Yet i t  i s  important  t o  in t roduce a 

subsector ing i n  t he  core as t h i s  i s  an essen t i a l  element i n  meso-economic 

systems bu i ld ing ;  i t  goes wi thout  saying t h a t  these subsectors should be f u l l y  

i n teg ra ted  i n  the system, Thus, e.g., t h e  system should prov ide  a breakdown o f  

t he  d e s t i n a t i o n  o f  commodities by t h e  subsectors o f  the  household sector .  

A f i n a l  element o f  the sec to r i ng  o f  the system r e q u i r i n g  cons ide ra t i cn  i s  

t h a t  of the standard product ion  accounts. We al ready emphasized the  need f o r  

input-output  t ab les  f o r  i n d u s t r i e s  and cornmodities and applauded the SNA 

p r i n c i p l e  o f  c l a s s i f y i n g  establ ishment-type u n i t s  i n t o  i n d u s t r i e s .  Clearly, the  

parsimony p r i n c i p l e  requ i res  t h a t  the  input-output  t a b l e s  i n  t he  core are  o f  

the  i ndus t r y  x commodity and commodity x i ndus t r y  type, j u s t  as i n  the 1968 

SNA. AL1 o ther  types o f  input-output  t ab les  a r e  a n a l y t i c a 1  r a t h e r  than 



parsimonious. These commodity x commodity and indus t ry  x i ndus t ry  tab les  are 

der ivat ives,  obta ined by i n t roduc ing  hypotheses and ana ly t i ca1  devices. Though, 

e.g., commodity x commodity they are extremely usefu l  as b u i l d i n g  blocks, t he  

core should f i r m l y  adhere t o  the  r u l e  t h a t  establishment-type u n i t s  a re  not t o  

be broken down i n t o  processes, commodities, and so on, but are t o  be t rea ted  as 

a uhole. O f  course, i n c l u s i o n  of input-output tab les  i n  the  core poses 

considerable p r a c t i c a 1  problems f o r  many countr ies. Construct ion o f  r e l i a b l e  

annual input-output tab les  i s  tantamount t o  m p l o y i n g  the fu l l -b lown commodity 

f l o u  method i n  compi l ing n a t i o n a l  accounts, Though t h i s  method has been 

recoqni ted (cf. e.g. Studenski; 1958) as the  most r e l i a b l e  method o f  

compilation, i t  i s  a ls0  t h e  most labor ìous one. As a consequence, i t  i s  

employed by a few coun t r i es  only. However, the  core i s  a conceptual system, and 

not j u s t  t he  most e labora te  system t h a t  can s t i l t  be constructed by a m a j o r i t y  

a f  countr ies. Therefore input-output  tab les  must be inc luded i n  the  core, as 

they are e s s e n t i a l  from a conceptual po in t  o f  viev. 

The product i o n  boundary 

The i n t e r s e c t i o n  and parsimony p r i n c i p l e s  unequivocal ly  demand a narrouer 

product ion boundary than employed by present SNA, p a r t i c u l a r l y  a product ion  

boundary uhich inc ludes a l 1  product ive  a c t i v i t y  t h a t  leads t o  a monetary 

remuneration o f  the  product ion  f a c t o r s  involved. This uay (neg lec t i ng  Marx is t  

analys is)  no ' p roduc t i ve '  a c t i v i t i e s  have t o  &e removed from the core f o r  any 

major purpose. As the  data base f o r  monetary analys is  the  core as such uould 

suf f ice,  f o r  Keynesian and neo-classica1 ana lys is  i t  i s  probably adequate as 

uetl, though poss ib l y  some a c t i v i t i e s  might be added (but none removed), f o r  

o ther  analyses more a c t i v i t i e s  should be added but, again, none removed. This 

s t r i c t  p roduct ion  boundary i s  a lso  parsirnonious: i t i s  e a s i l y  understood by 

laymen p r e c i s e l y  because no soph is t i ca ted  monet izat ion i s  necessary o f  f lous 

t h a t  do not lead t o  monetary remunerations. Moreover, Linkage u i t h  micro-data 

bases i s  considerably s i m p l i f i e d .  

The proposed product ion  boundary excludes from present SNA some items o f  

imputed product ion  f o r  own use, p a r t i c u l a r l y  products f o r  own use by 



professionals, pr imary p roduc t i on  and processing o f  pr imary p roduc t i on  f o r  own 

use, the product ion  o f  investment goods f o r  oun use and owner-occupied 

housing. As i n d i c a t e d  i n  s e c t i o n  2.2, one major argument f o r  i n c l u d i n g  them i s  

i n t e r n a t i o n a l  comparabi l i ty ' ;  another one i s  in te r tempora l  comparab i l i t y .  

But we a l  ready conc luded t h a t  i nc  l ud ing  these i tems achieves comparabi li t y  

on l y  f r a n  one p a r t i c u l a r  f u n c t i o n a l  p o i n t  o f  v i eu  and d imin ishes i t  from 

another. Moreover, they are  complete ly  i n s u f f i c i e n t  t o  achieve the  des i red  type 

o f  f u n c t i o n a l  comparab i l i t y .  Hence these imputat ions are s p e c i a l  purpose 

elements and v i o l a t e  the i n t e r s e c t i o n  p r i n c i p l e  from t h i s  p o i n t  o f  v i e u  too. 

They should be excluded from t h e  core and inc luded i n  b u i l d i n g  b locks  only .  

O r i g i n  and d e s t i n a t i o n  o f  f l o u s  

The parsimony p r i n c i p l e  requ i res  t h a t  f l o u s  are r e g i s t e r e d  as f a r  as poss ib le  

betueen the  t ransac to rs  uho d i r e c t l y  experience them and t h a t  re rou t i ngs  a re  

avoided uherever feas ib le .  This  p r i n c i ~  

o f  in te rmed ia te  and f i n a l  expendi ture 

a t t r i b u t i o n s  made i n  present  SNA. 

As t o  the  f i r s t  point,  t he  d e f i n i t i  

p l e  has i m p l i c a t i o n s  f o r  the d e l i n e a t i o n  

and f o r  a  number o f  issues regarding 

on o f  in te rmed ia te  consumption must 

necessari  l y  s t a r t  u i  t h  the  i d e n t i  f i c a t i o n  o f  the producers i n  the  economy. 

Given the product ion  boundary descr ibed above, these are  the  Same groups o f  

agents as i n  present  SNA. Given t h i s  p o i n t  o f  departure, t he  most parsimonious 

d e f i n i t i o n  o f  in te rmed ia te  consurnption i s :  a l 1  output  o f  non-investment goods 

and serv ices  p a i d  f o r  by producers. A l k  other  output  i s  then r e g i s t e r e d  as 

f i n a l  expenditure. This  approach imp l i es  some dev ia t i ons  from present  SNA, 

Bene f i t s  i n  k i n d  supp l ied  t o  employees are not  r e g i s t e r e d  as f i n a l  consumption 

o f  households, b u t  as in te rmed ia te  consumption o f  producers. This  probably 

coincides u i t h  the  percept ion  o f  most producers. I t  may not  harmonize u i t h  t h e  

percept ion  o f  employees, p a r t i c u l a r l y  if the bene f i t s  a re  taxable; however, t o  

record them as though they uere comptetely s i m i l a r  t o  o ther  ou t l ays  does n o t  

correspond u i t h  households' s u b j e c t i v e  experience e i t h e r  s ince they are  no t  

ou t lays  payed f rom f r e e l y  disposable income, Anyuay, spec ia l i zed  b u i  l d i n g  

b locks might be constructed by app ly ing  a  func t i ona l  c r o s s - c l a s s i f i c a t i o n  t o  



the i n te rmed ia te  consumption i n  order  t o  a r r i v e  a t  the t o t a l  consumption o f  the  

populat ion. But t h i s  treatment should no t  be inc luded i n  the  core as i t  

v i o t a t e s  t h e  parsimony p r i nc ip le ,  and i s  not requ i red  by e i t h e r  the 

i n t e r s e c t i o n  o r  canoni c i  t y  p r i n c i p l e .  The core should r e g i s t e r  consumption o f  

t h e  payees, b u i l d i n g  b locks may attempt t o  r e g i s t e r  i t  a t  the much more 

f u n c t i o n a l  (and hence more debatable) categor ies o f  'consumers'. 

Present SNA knows several  o ther  a t t r i b u t i o n s  o f  f l o u s  p a i d  f o r  by one sec tor  

t o  another sector.  One example i s  employers' c o n t r i b u t i o n s  t o  s o c i a l  s e c u r i t y  

( a t t r i b u t e d  t o  households) . This example c l e a r  l y  v i o l a t e s  the parsimony 

p r i nc ip le ;  moreover, i t  i s  not o f  genera1 a n a l y t i c  value. So i n  the core t h i s  

a t t r i b u t i o n  should be dropped. A r e l a t e d  issue i s  employees' c o n t r i b u t i o n  t o  

s o c i a l  s e c u r i t y  t h a t  i s  no t  payed t o  the employees f i r s t  bu t  d i r e c t l y  t o  t h e  

s o c i a l  s e c u r i t y  funds; s i m i l a r l y ,  f r equen t l y  uage-related income taxes are  p a i d  

d i r e c t l y  by the  employer t o  the  government. The d i s t i n c t i o n  betueen these fCous 

and format employers' c o n t r i b u t i o n s  i s  t h a t  employees are  informed o f  them; 

houever, t h e i r  s u b j e c t i v e  experience of these f l o u s  d i f f e r s  considerably from 

t h a t  o f  o ther  income components s ince they themselves cannot dispose o f  t h i s  

income component a t  any time. Hence i t  i s  p re fe rab le  t o  record  these f l o u s  i n  

accordance w i t h  the  way the  payments are made, i.e. as a t r a n s a c t i o n  betueen 

e.g. en te rp r i ses  on the one hand and s o c i a l  s e c u r i t y  funds and genera1 

government on the  other,  By record ing  them as seperate i tems on the accounts, 

r e c L a s s i f i c a t i o n s  can aluays be made i n  a  b u i l d i n g  btock. 

Another example of an a t t r i b u t i o n  i n  present SNA i s  payments o f  insurance 

companies t o  medica1 serv ices  ( a t t r i b u t e d  t o  households). This  case i s  more 

d i f f i c u l t  than t h a t  o f  s o c i a l  s e c u r i t y  cont r ibu t ions .  I f  the insurance company 

pays the household uhich, i n  turn, pays the  medica1 se rv i ce  the re  i s  no problem 

u i t h  present SNA; no a t t r i b u t i o n  e i ther ,  f o r  t h a t  matter.  But i f  the insurance 

company pays the  medica1 se rv i ce  d i r e c t l y ,  the  parsimony p r i n c i p l e  suggests t h e  

record ing  o f  a d i r e c t  t r a n s a c t i o n  betueen insurance company and 

medical service. Though t h i s  creates some d i f f i c u l t  b o r d e r l i n e  cases, t h e r e  

seems t o  be no o v e r r i d i n g  reason not  t o  f o l l o w  the  parsimonious approach i n  

t h i s  case, One might argue t h a t  t he  care would, g iven t h i s  treatment, no t  



adequately r e f l e c t  households' consumption o f  medica1 services. But i t  would 

adequately r e f l e c t  households' expendi ture on them, i.e. insurance premiums 

p l u s  d i  r e c t  expendi t u r e  Less d i  sbursements. Thus, e l i m i n a t  i o n  o f  t h e  

a t t r i b u t i o n  i s  again a s tep i n  t h e  d i r e c t i o n  o f  core based on consumption by 

the payees. Natura l ly ,  t he  Same treatment should &e fo l l owed  i n  the  i n p u t -  

output  tab les  o f  the  core. 

Some spec ia l  issues 

The d iscussion so f a r  sketched the  o u t l i n e  o f  the core and i l l u m i n a t e d  t h i s  

u i t h  some s p e c i f i c  d e t a i l s .  I t  seem u s e f u l  t o  i l l u s t r a t e  the  p r i n c i p l e s  of the  

core s t i l l  a  b i t  more by cons ider ing  a f en  spec ia l  issues. 

One famous problem of n a t i o n a l  account ing i s  the  treatment o f  the banking 

imputat ion: t he  margin between i n t e r e s t  received and i n t e r e s t  pa id  by banks. 

One approach (favoured by Sunga, 19841 uould be t o  r e g i s t e r  a l 1  i n t e r e s t  f l o u s  

j u s t  l i k e  they occur, a t  the t ransac to rs  between which they occur. This  could 

be defended i f  i n t e r e s t  might be considered as a payment f o r  a non-factor 

service, j u s t  l i k e  ren ts  a re  a payment f o r  housing services. This, houever 

c o n f l i c t s  u i t h  the  parsimony p r i n c i p l e ,  s ince a l 1  enterpr ises,  except f o r  t he  

banks, regard i t  as payment f o r  a f a c t o r  serv ice  (a negat ive  p rope r t y  income). 

Consequently, t h i s  treatment should not be adopted i n  the  core. A second 

approach would be t o  drop the  imputa t ion  a l together .  This, however, uould 

v i o l a t e  the  parsimony p r i n c i p l e :  i n  the  percept ion  o f  the  banks t h e  margin 

between i n t e r e s t  received and i n t e r e s t  pa id  i s  a r e t u r n  f o r  t h e  serv ices  they 

render. Thus the  banking i n p u t a t i o n  should be retained. 

This, however, r a i s e s  the  problem uhether the serv ices  o f  banks t h a t  are 

represented by the imputa t ion  are  a f i n a l  o r  (as the  SNA t r e a t s  i t )  an 

in te rmed ia te  service. The parsimony p r i n c i p l e  imp l i es  the  former: s ince  non- 

f i n a n c i a l  en te rp r i ses  do no t  consider i n t e r e s t  t o  be a non- factor  service, t h e  

banking serv ice  representend by the  imputat ions cannot be an in te rmed ia te  

serv ice  e i t he r .  To t r e a t  the  banking imputat ions as f i n a l  expendi ture i s  

completely cons is ten t  w i th  the t reatment  of o ther  unmarketed costs f o r  the 



economy as a whole. There i s  a good analogy betueen the banking imputa t ion  and, 

e.g., t he  maintenance o f  p u b l i c  roads ( f i n a l  output), s ince both are connected 

w i t h  unmarketed services. 

Another spec ia l  issue i s  whether o r  no t  t o  adopt the proposed new treatment 

o f  f i n a n c i a l  leasing, discussed i n  sec t i on  3. This treatment should no t  be 

adopt td i n  t h e  core as i t  i s  a c l e a r  v i o l a t i o n  o f  the  parsimony p r i n c i p l e  

w i thout  any b e n e f i t s  i n  regard t o  the  i n t e r s e c t i o n  and canon ic i t y  p r i n c i p l e s .  

Another example o f  an imputa t ion  t h a t  should - not be adopted i n  the core 

concerns the  i n t e r e s t  on l i f e  insurances '  and pension funds'  reserves. Present 

SNA imputes t h i s  i n t e r e s t  t o  the household sector, as an a d d i t i o n  t o  household 

saving. This  impu ta t i on  c l e a r l y  v i o l a t e s  the parsimony p r i n c i p l e  as i s  

i l l u s t r a t e d  by t h e  f a c t  t h a t  many users remove the imputa t ion  be fore  ana lys ing  

data on the  household sector.  Natura l ly ,  the  imputat ion might be inc luded in  a 

s p e c i a l  b u i  l d i n g  block. 

S t i l l  another spec ia l  issue, mentioned i n  sec t i on  3.2, i s  t he  treatment o f  

e s t a t e  and i n h e r i t a n c e  taxes. The parsimony p r i n c i p l e  uould r e q u i r e  them t o  be 

r e g i s t e r e d  as outgoings on households' c a p i t a l  account and as incomings on 

governrnents' cu r ren t  account. Thus t h i s  p r i n c i p l e  should be fo l lowed unless t h e  

two o ther  p r i n c i p l e s  a re  opposed t o  it. This does not  seem t o  be the case. The 

t reatment  would y i e l d  incorne and accumulation concepts t h a t  harmonite u i t h  

sec to rs '  s u b j e c t i v e  percept ions  and consequentty a re  u s e f u l  f o r  the connect ion 

w i th  o ther  s t a t i s t i c a 1  systems, e.g. t he  IMF's Government Finance S t a t i s -  

t i c s .  The canon ic i t y  p r i n c i p l e  i s  not  v io la ted .  I t  might be v i o l a t e d  i f  the  - 
r u l e  were t o  be adhered t o  t h a t  saving and income o f  the  n a t i o n  have t o  be t h e  

sum of, respect ive ly ,  sec to ra t  savings and sec to ra l  incomes. This, however, 

does not  seem t o  be an e s s e n t i a l  f ea tu re  o f  a s y s t m  o f  n a t i o n a l  accounts. I n  

d e f i n i n g  n a t i o n a l  d isposable income we might, without any consistency problems, 

d e f i n e  i t  as t h e  sum of s e c t o r a l  disposable incomes minus net  c a p i t a 1  

t r a n s f e r s  betueen rec idents .  This way, n a t i o n a l  disposable incorne uouLd not  be 

i n f l uenced  by the  proposed r e g i s t r a t i o n  of es ta te  and i nhe r i t ance  taxes, and 

n e i t h e r  uou ld  n a t i o n a l  saving. 



A f i n a l  spec ia l  i ssue t o  be discussed i s  the  consumption o f  f i x e d  c a p i t a l .  

This  i tem i s  de f ined i n  present SNA i n  terms of t he  cu r ren t  p r i c e  l e v e l  and the  

t r u e  econornic l i f e  t ime o f  the f i x e d  assets concerned. This  y i e l d s  a concept 

uhich d i f f e r s  from the concepts o f  producers; i n  addit ion, t he ré  are  many 

count r ies  where producers'  oun concept v a r i e s  u ide ly .  This  v i o l a t i o n  o f  the  

parsimony p r i n c i p l e  r e s u l t s  from the f a c t  t h a t  t h e  consumption o f  f i x e d  capi  t a l  

i s  not d i r e c t l y  connected u i t h  a t ransac t ion .  I t  i s  an obv ious ly  f u n c t i o n a l  

element i n  t h e  SNA uhich, s t r i c t l y  speaking, does not  belong i n  t he  core. 

Various a l t e r n a t i v e  concepts o f  c a p i t a l  consumption should be developed i n  a 

valuabte b u i l d i n g  block. This i s  t h e  more recommendable because dep rec ia t i on  

based on cur ren t  costs can be considered as an incons is tency  i n  the  income 

concept o f  present  SNA as has been po in ted  out  i n  Van der Laan and Van Tuinen 

(1 985) .  

Of course we might devote a l o t  more pages t o  many more spec ia l  issues, e.g. 

t h a t  o f  re inves ted  earnings o f  foreign-ouned companies, discussed i n  s e c t i o n  

3.2. However, the o u t l i n e  o f  the  core and the  a p p l i c a t i o n  o f  i t s  gu id ing  

p r i n c i p l e s  uould not  be c l a r i f i e d  f u r t h e r  t h i s  uay. Instead, i t  i s  nou more 

use fu l  t o  devote some a t t e n t i o n  t o  the  p r o p e r t i e s  o f  the  core t h a t  emerge from 

the  d iscussion so far .  

5.3. P rope r t i es  of the  core 

The core is, due t o  the a p p l i c a t i o n  of the canon ic i t y  p r i n c i p l e ,  a mult i -purpose 

system desc r ib ing  the  economy as a uhole i n  an i n teg ra ted  and systemat ic  

fashion. The core describes the  minimal p a r t  o f  the economy f o r  uhich i t  i s  

s t i l l  poss ib le  t o  e s t a b l i s h  a l 1  i n t e r r e l a t i o n s  s p e c i f i e d  i n  advanced systems o f  

s o c i a l  accounting; thus i t  i s  a canonical  n a t i o n a l  account ing system. I t s  

concepts are, due t o  the  parsimony p r i nc ip le ,  as close as poss ib le  t o  those o f  

the  econornic agents themselves and hence, too, t o  those o f  t he  respondents t o  

the  surveys on uh ich  i t s  accounts and tab les  are based. As a consequence , the  

core i s  the system w i t h  the  maximum i n s t i t u t i o n a l  content. It is, i n  t h i s  

sense, merely t he  l og i ca1  next s tep  i n  the  evo lu t i on  o f  t h e  SNA, s ince  

conceptual ly  a major d i f f e r e n c e  betueen the  1968 SNA and the  1953 SNA was t h e  

increased i n s t i t u t i o n a l  content.  



I n  another respect, too, t h e  core i s  s i n p l y  the  l og i ca1  next step i n  t he  

evo lu t i on  o f  t h e  SNA. The 1953 SNA was e s s e n t i a l l y  a  macro-economie system; the  

1968 SNA took  a  g i a n t  s t r i d e  i n  t h e  d i r e c t i o n  of a  meso-economic system by the 

i n c l u s i o n  of input-output  tables. The core continues t h i s  process by adding 

disaggregated l inkages between the  i n s t i t u t i o n a l  sec tors '  accounts and the  

input-output  t ab les  and by a  f u r t h e r  subsector ing o f  the i n s t i t u t i o n a l  sectors. 

The choice o f  the  product ion  boundary i n  the core, uhich was d i c t a t e d  by the  

parsimony and i n t e r s e c t i o n  p r i nc ip les ,  imp l i es  tha t  the  core i s  r e s t r i c t e d  t o  

f lows uhich are d i  r e c t  Ly connected u i t h  market t ransac t ions .  A f u r t h e r  

i m p l i c a t i o n  o f  t he  o u t l i n e  o f  t he  core sketched i n  sec t i on  5.2. i s  a  f a i r l y  

s t r i c t  a p p l i c a t i o n  o f  t he  ' t r ansac to r - t ransac t i on  p r i n c i p l e ' .  This  p r i n c i p l e  

could be descr ibed as the  r u l e  t h a t  t ransac t ions  have t o  be recorded a t  t h e  

t ransac to rs  uho pay o r  rece ive  the  money invo lved i n  the  t ransac t ions .  These 

two p r o p e r t i e s  o f  t he  core together  imply t h a t  the  core prov ides  b a s i c a l l y  a  

d e s c r i p t i o n  of the  monetary p a r t  o f  the  econornic process. The tab les  and 

accounts o f  the  core are, therefore,  op t ima l t y  su i t ed  f o r  monetary ana lys is .  

This  choice does no t  imp ly  t h a t  we consider monetary o r  monetar is t  a n a l y s i s  

the  most important  approaches t o  economic analysis;  nor t h a t  we consider  t h e  

monetary p a r t  o f  t he  economy t o  be the most important.  Rather, t he  monetary 

p a r t  o f  the  economy i s  the  minimum p a r t  i n  which v i r t u a l l y  a l 1  users a re  

in te res ted .  

The core thus ob ta ined on the  bas is  o f  rhe in te rsec t ion ,  parsimony and 

canon ic i t y  p r i n c i p l e s  i s  probably a  quite durable system. Because i t s  

i n s t i t u t i o n a l  content i s  high, i t  i s  f a i r l y  impervious t o  changes i n  economic 

ana lys is  which, i n  a  more f u n c t i o n a l  system, would requ i re  a d d i t i o n a l  ( o r  

o ther )  imputat ions and a t t r i b u t i o n s .  The Same app l i ec  t o  changes i n  t h e  

i n s t i t u t i o n a l  model adopted f o r  the ca r ry ing  on o f  t ransac t ions .  Since the  core 

does not  press any t ransac t i ons  conducted according t o  one i n s t i t u t i o n a l  model 

i n t o  the s t r a i g h t j a c k e t  o f  another model, no adjustments o f  the core u i l 1  be 

necesary t o  keep up w i t h  changes i n  the  way t ransac t i ons  are  conducted. Thus i t  

i s  f a i r  t o  conclude t h a t  t he  core i s  u e l l  s u i t e d  as the  sol id,  constant center 

o f  a  system where easy f l e x i b i  l i t y  i s  achieved by changing bu i  l d i n g  b locks  

attached t o  the core. 



6. B u i  l d i n g  b locks 

6.1. B u i l d i n g  b locks as a  t001 f o r  ana lys i s  

The -R core as o u t l i n e d  i n  sec t i on  5, i s  t he  economic s t a t i s t i c i a n ' s  exerc ise  

i n  r e s t r a i n t .  Wherever possible, the  conceptions and percept ions o f  t ransactors  

have been accepted as they are and the  t ransact ions  described as they appear; 

the temptat ions o f  superimposing the  economic s t a t i s t i c i a n ' s  own views have 

been res is ted.  The b u i l d i n g  blocks, i n  contrast, are the  ana lys ts '  backyard. 

Here a l t e r n a t i v e  economic theories, n a t i o n a l  accountants' own views, purposes 

o f  spec ia l  ana lys is  may be drawn upon t o  ob ta in  a n a l y t i c  desc r ip t i ons  o f  the  

economy o r  p a r t s  o f  it. Thus, whereas the  core has maximum i n s t i t u t i o n a l  

content, b u i l d i n g  b locks transform the core data t o  f u n c t i o n a l  systems. This 

can be done by rede f in ing  sectors, transact ions; by r e c l a s s i f y i n g  t ransact ions;  

by adding transact ions, reva lua t ing  them, and so on. 

As a  matter  o f  course, the set o f  poss ib le  b u i l d i n g  b locks  i s  i n f i n i t e .  Yet 

t h i s  set i s  structured; i n  sec t i on  4.2. we ind ica ted  t h a t  i t  cons is ts  o f  t h ree  

classes: mandatory, recommended and experimental b u i l d i n g  blocks. However, t o  

attempt an exhaust ive enumeration o f  even the  mandatory b u i l d i n g  b locks would 

be premature a t  t h i s  stage. The purpose o f  the  present paper i s  t o  s t ress  t h e  

need f o r  a  more f l e x i b l e  System of Na t iona l  Accounts and t o  demonstrate t h a t  

the l a t t e r  can be achieved by means o f  the  core- b u i l d i n g  b lock  approach. For 

t h i s  purpose i t  s u f f i c e s  t o  sketch some i l l u s t r i t a t i v e  examples of b u i l d i n g  

blocks. Sect ion 6.2. i s  devoted t o  t h i s  purpose. Only examples o f  b u i l d i n g  

bLocks i n  t h e i r  pures t  form are discussed i n  sec t i on  6.2.: f u n c t i o n a l  

desc r ip t i ons  o f  the  economy o r  a p a r t  of t h e  economy, based on a  s p e c i f i c  p o i n t  

o f  view. I n  a d d i t i o n  t o  this, however, b u i  l d i n g  b locks should a l so  serve more 

mundane purposes l i k e  b r idge ing  the  gap between the  core and spec ia l i zed  

s t a t i s t i c a 1  systems o r  achiev ing i n t e r n a t i o n a l  o r  i n te r tempora l  comparabi l i ty .  

These func t ions  o f  b u i l d i n g  b locks are  discussed i n  sec t i on  6.3. 



6.2. Examples o f  f u n c t i o n a l  b u i  l d i n g  blocks. 

Ana ly t i c  input-output  t a b l e s  

The core contains o n l y  commodity x i ndus t r y  and i n d u s t r y  x commodity tables.  

These are, essent ia l l y ,  i n s t i t u t i o n a l  tables:  the  basic  u n i t s  where t h e  

dec is ions  on product ion  processes a re  made are l e f t  i n t a c t  and the  make and use 

matr ices simply record  t h e i r  ou tpu ts  and inputs.  Houever, t he  1968 SNA a l s 0  

in t roduces the i n d u s t r y  x i n d u s t r y  and commodity x commodity tables.  

The i n d u s t r y  x i n d u s t r y  t a b l e  might a t  f i t s t  glance be considered as an 

i n s t i t u t i o n a l  table, s ince i t  may be viewed as record ing  t ransac t i ons  as they 

a c t u a l l y  occur betueen the  u n i t s  t h a t  make the  dec is ions  on the  t ransac t ions .  

However, the  t a b l e  represents an a r t i f i c i a l  construct ion:  t o  o b t a i n  i t  from t h e  

o r i g i n a l  i ndus t r y  x commodity and commodity x i n d u s t r y  t a b l e  assumptions have 

t o  be introduced. That assumptions are necessary i s  a consequence o f  t he  na ture  

o f  the  bas ic  data repor ted  by each estbal ishment:  the  value and composit ion o f  

t h e  goods and serv ices  i t  buys and se l l s ,  respect ive ly ;  - not t h e i r  o r i g i n  and 

d e s t i n a t i o n  by indus t ry .  This r e f l e c t s  t h e  f a c t  that, where output  i s  

concerned, establ ishments most ly  perceive themselves p r i m a r i l y  as producer o f  a 

set  o f  s p e c i f i c  goods and services, not  as a supp l ie r  o f  a s p e c i f i c  set of 

indus t r ies ;  the  Same app l i es  a f o r t i o r i ,  w i t h  respect t o  inputs.  Moreover, 

because a considerable p a r t  o f  i n t e r i n d u s t r y  t ransc t i ons  are conducted through 

the  t rade industry,  en te rp r i ses  f requen t l y  don't  know uhich i n d u s t r y  they 

buy from o r  s e l l  to. Consequently, the i n d u s t r y  x i ndus t r y  t a b l e  may be 

considered as an i n s t i t u t i o n a l  t a b l e  u i t h  f u n c t i o n a l  elements. I t s '  main 

purpose i s  t o  analyse hou events i n  one i n d u s t r y  a f f e c t  and are  a f f e c t e d  by 

o the r  i ndus t r i es .  For these reasons i t  has not  been inc luded i n  the  core bu t  i t  

i s  a u s e f u l  b u i l d i n g  b lock.  

The commodity x commodity t a b l e  i s  a pr ime example o f  a bu i  l d i n g  block. The 

t a b l e  analyses hou much o f  each commodity i s  used i n  the  product ion  o f  a 

cmmodity, and v i c e  cersa. But because commodities are de f ined as the  

c h a r a c t e r i s t i c  ou tpu ts  o f  indus t r ies ,  the t a b l e  may e s s e n t i a l  l y  be considered 

as an attempt t o  analyse the l inkages betueen s p e c i f i c  p roduc t i on  processes. 

The agents engaged i n  these processes have been completely removed from t h e  

p i c tu re .  Clearly, therefore, the  t a b l e  represents an attempt t o  capture a 

r e a l i t y  t h a t  i s  i n s p i r e d  by economic ana lys i s  (e.g. Von Neuman models) r a t h e r  

than by the  sub jec t i ve  percept ions of agents. Commodity x commodity t a b l e s  are  



designed t o  analyse product ion  processes as such. Thus, they are  the t a b l e s  

t h a t  should be employed if c h a r a c t e r i s t i c s  of the  product ion  process a r e  

analysed. 

I n  a d d i t i o n  t o  these tables, t h e  input-output  b u i l d i n g  b lock  must a l s o  

conta in  a t a b l e  on i n d i r e c t  taxes, p a r t i c u l a r t y  the  cocnmodity r e l a t e d  taxes. 

Here, the e s s e n t i a l  t a b l e  i s  one t h a t  i nd i ca tes  hou much i n d i r e c t  taxes each 

i ndus t r y  pays f o r  each commodity i t  se l l s .  Thìs is, actual ly ,  an 

i n s t i t u t i o n a l  t a b l e  s ince i t  descr ibes simpLy the  experience o f  the 

establishments. Consequently, i t  might even be inc luded i n  the  core. By 

combining i t  u i  t h  the  o ther  core tables, enploying su i  t a b l e  assumptions, more 

f u n c t i o n a l  t ab les  may be derived, s p e c i f y i n g  the  i n d i r e c t  taxes r e l a t e d  t o  

production, consumption, investment and export processes. These tables, taken 

together, are an e s s e n t i a l  i ng red ien t  i n  most genera1 e q u i l i b r i u m  tax  models. 

The input-output  b u i l d i n g  b lock as sketched here i l l u s t r a t e s  severa l  points .  

- a  b u i l d i n g  b lock  need not  in t roduce i n fo rma t ion  on t ransac t i ons  not  covered 

by the  core, b u t  may, instead, be a  regrouping o f  data from one p a r t i c u l a r  

t heo re t i ca1  p o i n t  o f  view. In t h i s  case t h a t  p o i n t  o f  view i s  the one 

i n s p i r e d  by i.a. t he  Von Neuman model and i t s  emphasis on processes ins tead o f  

t ransact ions. 

- cons t ruc t i on  o f  a  b u i l d i n g  b lock may requ i re  the  use o f  assumptions and 

in fo rmat ion  not  requ i red  i n  the  core. 

- a  bu i  l d i n g  b lock may conta in  many tab les  and be open-ended. An adequate 

d e s c r i p t i o n  o f  the  input-output  b u i l d i n g  b lock and o f  methods f o r  i t s  

cons t ruc t i on  requ i res  a  handbook o f  i t s  oun, which, i n c i d e n t a l l y ,  i s  long 

overdue. 

Extending the product ion  boundary 

The core employs a  s t r i c t  p roduc t i  on boundary, develop 

simple c r i t e r i o n :  i s  t he re  a  remuneration i n  money. As 

led on the  bas is  o f  a 

soon as the product ion  

boundary i s  extended, i t  i s  f a r  more d i f f i c u l t  t o  f i n d  such a  c lea rcu t  c r i t e r i o n  

and yet s t i l l  a r r i v e  a t  a  p r a c t i c a 1  boundary. Frequently, an attempt i s  made t o  

employ a  c r i t e r i o n ,  bu t  i n  p r a c t i c e  t h i s  tu rns  out t o  be ' t o o  u ide '  i n  one 



sense o r  another; then except ions are in t roduced and i n  the  end one i s  l e f t  

w i t h  a l i s t  of i tems t o  be inc luded ins tead o f  a genera1 c r i t e r i o n .  The 1968 

SNA has, t o  some extent, fo l lowed t h i s  route. I t s  product ion  boundary i s  

i n f l uenced  by a c r i t e r i o n  l i k e :  'p roduct ion  t h a t  i s  equ iva len t  t o  market 

p roduct ion  should be inc luded' .  But ins tead o f  app ly ing  t h i s  c r i t e r i o n  a l 1  t h e  

way, i t  has been uatered down t o  the  r u l e  we adopted i n  t h e  core p lus  a l i m i t e d  

number o f  i tems t h a t  uou ld  be requ i red  under the  market equivalence c r i t e r i o n .  

These items, l i s t e d  above, i nc lude  some important non-market production, l i k e  

owneroccupied housing, oun-account p roduct ion  of investment goods and own 

account pr imary p roduc t i on  and processing, bu t  exclude a number o f  important  

i tems as u e l l :  do- i t -yourse l f  a c t i v i t i e s  t h a t  have a c lea r  equivalent  i n  the  

market place, vo lun tee r  serv ices  f o r  which the Same applies, and so on. Thus, 

uhen extending the  core 's  product i o n  boundary i t  would be unsa t i  s f a c t o r y  from 

an a n a l y t i c  p o i n t  o f  view t o  s t i c k  t o  the  t968 SNA boundary. 

Instead, a u s e f u l  p roduct ion  boundary b u i l d i n g  b lock cou ld  s t a r t  w i th  a 

f r e s h  look a t  the reasons f o r  adopt ing a market-equivalence c r i t e r i o n .  There 

a r e  tuo o f  these and each imp l i es  a d i f f e r e n t  form o f  the c r i t e r i o n .  The f i r s t  

reason i s  that, i f  marketed goods and serv ices  have c lose s u b s t i t u t e s  t h a t  a re  

no t  marketed, r e l i a b l e  ana lys i s  o f  the former i s  not  poss ib le  wi thout  t ak ing  

t h e  l a t t e r  i n t o  account. This  imp l i es  the f i r s t ,  most r e s t r i c t i v e  vers ion  o f  

t he  c r i t e r i o n .  I t  may be termed the  l o c a l  and temporary market-equivalence 

c r i t e r i o n :  on ly  c lose s u b s t i t u t e s  t h a t  are a c t u a l i y  a v a i l a b l e  a t  a g iven t ime 

and i n  a g iven country  matter.  Thus t h i s  ve rs ion  o f  the c r i t e r i o n  reads: 

'For a g iven country  and a g iven pe r iod  a lk  non-marketed a c t i v i t i e s  are  

p roduc t i ve  if, i n  t h a t  country  and pe r iod  

- t h e i r  non-marketed output  i s  subs tant ia l ;  

- the  output  i s  a c lose  s u b s t i t u t e  f o r  marketed goods o r  services; 

- the  sales o f  the  marketed goods and serv ices are subs tan t i a l . '  

The second reason t o  adopt a market equivalence c r i t e r i o n  i s  t h a t  the ex ten t  

o f  non-marketed goods and serv ices  va r ies  systernat ical ly,  both from country t o  

country  and i n  the course o f  time, u i th ,  e.g. per cap i ta  income o r  another 

i n d i c a t o r  o f  welfare, personal  income d i s t r i b u t i o n ,  r a t e  o f  taxat ion, r a t e  o f  



unemployment. Consequently, c ross-sec t iona l  and i n te r tempora l  ana lys i s  leads 

t o  b iased r e s u l t s  i f  non-marketed goods and serv ices are  neglected, Th is  y i e l d s  

the  second vers ion  o f  t he  c r i t e r i o n ,  the  global, long-run market-equivalence 

c r i t e r i o n .  I t  i s  formulated j u s t  l i k e  the  local, temporary version, except f o r  

t he  phrase ' i n  t h a t  country  and per ioda,  which i s  nou replaced by ' i n  any 

country  and p e r i o d  considered t o  be re levant ' .  

O f  course, i n  e i t h e r  case a number o f  decis ions w i l 1  have t o  be made t o  

o b t a i n  operat i o n a l  def i n i t i o n s ,  b u t  d iscussing these i s  beyond the scope o f  the 

present paper. The came a p p l i e s  t o  t h e  op t ima l  methods f o r  compi l i n g  t h e  

re levant  data. I n  a  number o f  cases, l i k e  own-account investment, oun-account 

pr imary production, owner-occupied housing, there  are we l l -es tab l ished methods; 

whereas i n  o ther  cases (e.g. the  examples o f  do- i t -yourse l f  a c t i v i t i e s  and 

volunteer  serv ices)  more expe r inen ta l  methods have t o  be employed. 

A t  present, the  major sources of i n fo rma t ion  on a number o f  these a c t i v i t i e s  

are  time-budget surveys. I t  seem uise, therefore, t o  p rov ide  t h e  i n fo rma t ion  

on the  a c t i v i t i e s  concerned j u s t  i n  terms of hours spent, a t  l e a s t  f o r  the  t ime 

being, This is, as such, a l ready  q u i t e  u s e f u l  as a t001 f o r  the ana lys i s  o f  t h e  

i n t e r p l a y  between r e l a t e d  a c t i v i t i e s  on bo th  sides o f  the  core 's  p roduct ion  

boundary. A t  a  l a t e r  stage i t  i s  conceivable t h a t  r e l i a b l e  i n fo rma t ion  i s  

obta ined on the na ture  and q u a l i t y  o f  the output o f  e.g. a  number o f  do- i t -  

you rse l f  a c t i v i t i e s .  This  might make a  sensibLe monetary v a l u a t i o n  feas ib le .  

This  d iscuss ion  of the  ' p roduc t i on  boundary bu i  l d i n g  b lock '  c  l e a r l y  

i l l u s t r a t e s  hou b u i l d i n g  b locks  cou ld  become the  l abo ra to ry  o f  n a t i o n a l  

accounts. Eventually, t h i s  s p e c i f i c  b u i  l d i n g  b lock may evolve i n t 0  a  system 

that, at tached t o  the  core, t ransforms the l a t t e r  i n t o  an a l t e r n a t i v e  economy- 

wide s t a t i s t i c a 1  system. 

I n f l a t i o n  and s e c t o r a l  income and saving 

The two-d ig i t  i n f l a t i o n  of the  1970's induced a  great  deal  o f  i n t e r e s t  i n  

i n f l a t i o n  accounting, s ince sec to ra t  ho ld ing  gains and losses could be q u i t e  

s u b s t a n t i a l  a t  t h i s  r a t e  o f  i n f l a t i o n .  I n  p r i nc ip te ,  as H ibbe r t  (1982) p o i n t e d  



out, the  re levan t  i n fo rma t ion  could be obta ined by reva lua t ions  o f  a l 1  t h e  

assets and l i a b i l i t i e s  of i n s t i t u t i o n a l  sectors. I n  pract ice,  houever, many 

count r ies  do not  compile complete balance sheets. Moreover, t h e  balance sheet 

data t h a t  are a v a i l a b l e  are  f requen t l y  very  ueak because o f  v a l u a t i o n  problems 

and, e s p e c i a l l y  i n  case o f  f i x e d  assets, i n s u f f i c i e n t  data. Consequently, a  

Less ambi t ious and more p rac t i caL  approach has t o  be f o l l o u e d  i n  o rder  t o  deal  

w i t h  a t  l e a s t  t he  most important aspects o f  the  problem. 

P a r t i c u l a r l y  the i n f l a t i o n a r y  gains and Losses o f  f i x e d  c la im f i n a n c i a l  

assets and l i a b i l i t i e s  a re  o f  i n t e r e s t  i n  t h e  context o f  n a t i o n a l  accout ing: 

Cukierman and Mortensen (1983) j u s t l y  c a l l e d  the n a t i o n a l  account ing data on 

s e c t o r a l  incomes and savings 'dangerously erroneous' because they f a i t  t o  take  

these gains and losses i n t o  account. Therefore, a h igh  p r i o r i t y  should be 

given t o  t he  development o f  a b u i  l d i n g  b lock  that, as suggested by  Van der Laan 

and Van Tuinen (19851, supplements the i n fo rma t ion  i n  the  core u i t h  data on 

ho ld ing  gains and losses on f ixed-c la im f i n a n c i a l  assets and l i a b i l i t i e s .  

Because the  a v a i l a b i l i t y  of r e l i a b l e  data on the  L a t t e r  i s  much g rea te r  than i n  

case o f  most o ther  i tems on the  balance sheets, t h i s  approach (though 

admi t ted ly  a p a r t i a l  one) i s  f a r  more promising than the  one mentioned above. 

A l t e r n a t i v e  d isaggregat ions o f  t he  household sector.  

Disaggregat ion o f  t he  household sec tor  i s  des i rab le  f o r  severa l  purposes and 

each of these c a l l s  f o r  a d i f f e r e n t  breakdown. We r e s t r i c t  the  d iscuss ion  t o  

t u o  o f  these. The f i r s t  one i s  t he  ana lys i s  o f  the d i s t r i b u t i v e  process. 

iiere, t h e  d lsaggregat ion  by socio-ecanomic s ta tus  mentioned i n  present  SNA i s  

appropriate, though i t s  use fu ln t ss  would be enhanced i f  the  c l a s s i f i c a t i o n  

would not  be based on the  s ta tus  of the  head of the household bu t  on t h e  

household's main income category. 

A second major purpose o f  d isaggregat ion  of the household sec tor  i s  the 

ana lys i s  o f  t he  d i s p o s i t i o n  o f  income, i.e. o f  bo th  saving and consumption. The 

c l a s s i f i c a t i o n  by socio-economic status, espec ia l t y  t he  separate t reatment  o f  

households o f  ouners o f  unincorporated enterpr ises, i s  o f  some use i n  t h i s  case 

too. Houever, a more re levan t  d isaggregat ion  i s  t h a t  by income bracket, by age 



of  the earner o f  the  main income and by household composit ion. Disaggregat ion 

by income i s  ind ispensable i n  the  ana lys i s  of short- term issues L ike the  impact 

o f  changes i n  r e l a t i v e  p r i c e s  on the  composit ion o f  consumer demand (an 

e s s e n t i a l  i ng red ien t  of meso-economic general equi l i b r i u m  ana lys is )  o f  t he  

conscquences o f  tax-induced changes i n  personal i n c o m  d i s t r i b u t i o n  and, on a 

macro-level, the shape o f  t he  consumption funct ion.  Disaggregat ion by age and 

househald composit ion i s  necesary f o r  long-run ana lys i s  and i n t e r n a t i o n a l  

comparisons. m u s  the  ageing o f  the  popu la t i on  i n  a l 1  i n d u s t r i a l  count r ies  has 

important consequences f o r  t h e  p a t t e r n  o f  consumption and saving. I n c i d e n t a l  ly, 

t he  breakdown by age i s  a ls0  u s e f u l  f o r  the  ana lys is  of d i s t r i b u t i v e  

t ransact ions.  

I n  sec t i on  5.2. ue a l ready  i n d i c a t e d  t h a t  subsector ing o f  the  household 

sec tor  along the l i n e s  i n d i c a t e d  i n  t h e  preceding paragraphs i s  e s s e n t i a l l y  an 

etement o f  the core s ince i t  i s  necessary i n  view o f  the i n t e r s e c t i o n  p r i n c i p l e  

and des i rab le  i n  view o f  parsimony p r i n c i p l e  as i t  i n t e n s i f i e s  the  l i n k  u i t h  

t h e  d a i l y  experience o f  the household categor ies t h a t  a re  d is t ingu ished.  

However, there  i s  as yet i n s u f f i c i e n t  experience i n  t h i s  area t o  support 

immediate i n t e g r a t i o n  of these two types o f  c l a s s i f i c a t i o n  i n t o  the core, 

Therefore, we propose t o  consider  them, f o r  the t ime being, as a b u i l d i n g  

block. When more experience has been obta ined they can be g iven t h e i r  r i g h t f u l  

p lace as the household sec tors '  counterpar t  the  I S I C .  

Consumption by consumers 

The core adopts the  p r i n c i p l e  of consumption by the  payee as the  most 

parsimonious approach, but  f o r  purposes o f  u e l f a r e  comparisons ( i n t e r n a t i o n a l  

and in te r tempora l )  consumption by consumers i s  the  more s u i t a b l e  approach, as 

emphasized i n  the  Pet re  proposals. Since t h i s  approach requ i res  a t t r i b u t i o n s  

and r e c l a s s i f i c a t i o n s  o f  t ransac t i ons  and y i e l d s  a f u n c t i o n a l  system, i t  i s  a 

na tura1 bu i  l d i n g  block. I n  t h i s  bu i  l d i n g  block, t he  p r i n c i p l e  o f  consumption by 

consumers can be app l i ed  radicakly ,  s ince  there  i s  no need f o r  compromise as 

the re  uould be i n  a more comprehensive general  purpose system o f  n a t i o n a l  

accounting. 



Ruthless a p p l i c a t i o n  o f  the consumption by consumers approach c a l l s  f o r  a t  

l eas t  tuo la rge groups o f  a t t  r i b u t  ions  and ree l a s s i  f ica t ions .  

i) many i tems o f  c o l  l e c t i v e  consumption shou l d  be recorded as househo l d  

consumption and, occasional ly,  as in termediate consumption of 

producers. 

ii) items o f  in termedia te  expenditure o f  en terpr ises  should be recorded as 

household consumption. 

Consequently, t he re  are not on ly  s h i f t s  betueen categor ies o f  f i n a l  expenditure 

and betueen household subsectors, but a ls0  betueen f i n a l  and intermedi  a t e  

consumption. The l a t t e r  impties, on balance, an increase i n  n a t i o n a l  value 

added. The bas ic  issue i n  const ruc t ing  t h i s  b u i l d i n g  b lock i s  whether these 

changes should be ploughed back i n t o  the  uhole system i n  order  t o  a r r i v e  a t  a 

cumpletely novel  d e s c r i p t i o n  o f  the economic system. Whether or  not t h i s  should 

be done depends on the  purposes f o r  uhich the  b u i t d ì n g  b lock i s  constructed. I n  

the  present case these purposes appear t o  be f a i r l y  l i m i t e d  i n  scope: i ns tead  

o f  p rov id ing  the  data base f o r  a f u l l - f l e d g e d  anaLysis o f  the economy from a 

d i f f e r e n t  t h e o r e t i c a 1  p o i n t  o f  view, the  purpose i s  t o  make comparisons o f  

we l fa re  Levels. For t h i s  l i m i t e d  purpose i t  does not appear t o  be needed t o  

provide a l 1  the  i n fo rmat ion  necessary f o r  a complete overhaul o f  the system; 

i ns tead  a number o f  summary tables, e.g. d e t a i l i n g  the add i t i ons  t o  household 

consumption by category o f  consumer expenditure and subsector o f  the household 

sector, would seem t o  su f f i ce .  

6.3. A u x i l i a r y  func t i ons  performed by b u i l d i n g  b locks  

I n  sec t ion  6.2. we provided some examples o f  b u i l d i n g  b locks t h a t  serve an 

ana ly t i ca1  purpose of t h e i r  own. They may analyse a major p a r t  o f  the economy 

i n  terms o f  processes r a t h e r  than t ransact ions  betueen transactors, as the core 

does; or  they may int roduce a l t e r n a t i v e  formulat ions o f  such centra1 concepts 

as income o r  consumption; they may extend the core system t o  a whole new range 

o f  oquas i - t ransact ions '  as i n  the  case o f  the  extension o f  the  product ion  

boundary; o ther  examples could be provided. I n  each o f  these cases the b u i l d i n g  

b lock serves a func t i on  o f  i t s  oun. 

However, a number o f  the  func t ions  of the SNA emphasized i n  the  f i  r s t  



sect ions of t he  present  paper have t o  be s a t i s f i e d  as well, p a r t i c u l a r t y  

i n t e r n a t i o n a l  comparab i l i t y  and the coo rd ina t i ng  r o l e  o f  the  SNA w i t h  

r e l a t e d s t a t i s t i c a l  systems. In  both cases t u o  a l t e r n a t i v e  approaches a re  

conceivable. The f i r s t  one i s  a stapgap approach. I n  case o f  e x i s t i n g  

spec ia l i zed  systems b u i l d i n g  b locks are designed t o  i n d i c a t e  the  r e l a t i o n s  

between core v a r i a b l e s  and concepts on the  one hand and those o f  the  

spec ia l i zed  system on the  other .  I n  case of, e.g., i n t e r n a t i o n a l  comparab i l i t y  

a b u i l d i n g  b lock  i s  constructed t h a t  conta ins a Loose c o l l e c t i o n  o f  imputat ions 

and a t t r i b u t i o n s  i n  order  t o  achieve i n t e r n a t i o n a l  c o m p a r i b i l i t y  o f  the same 

type and the same l i m i t e d  value as the  present  SNA. 

A second, f a r  more e legant  and s a t i s f a c t o r y  approach uould be t o  s t i c k  t o  

the  r u l e  t h a t  b u i l d i n g  b locks have t o  serve a use fu l  a n a l y t i c  purpose o f  t h e i r  

o m  instead o f  being j u s t  aux i  l i a r i e s .  Thus, i n  case o f  spec ia l i zed  s t a t i  s t i c a l  

systems, the  l a t t e r  uould have t o  be redef ined i n  such a way t h a t  they take the  

core as t h e i r  p o i n t  o f  departure: the  spec ia l i zed  systems would thus be 

re formula ted  as a b u i l d i n g  btock themselves. Actuatly, t he  core has been 

designed p r e c i s e l y  t o  f a c i l i t a t e  th is ,  because i t  adopts concepts t h a t  should 

be easy t o  take as p o i n t  o f  departure f o r  spec ia l i zed  systems. Likewise, 

ins tead o f  developing a s l i p s h o t  ' i n t e r n a t i o n a l  comparab i l i t y  b u i l d i n g  b lock '  

ne should speci fy  a number of b u i l d i n g  blocks anatys ing s p e c i f i c  processes, 

transact ions, and so on, t h a t  each y ieLd i n t e r n a t i o n a l l y  comparable data on 

t h e i  r own f i e l d .  Thus, g i ven  b u i  l d i  ng b locks  ( d i  scussed above) f o r  input-output  

tables, consumption by consumers, extension o f  the  product ion  boundary, and so 

on, most des idera ta  i n  the  area o f  i n t e r n a t i o n a l  comparisons have been 

s a t i s f i e d  as wel l .  

Consequently, an approach where b u i l d i n g  blocks serve t h e i r  own a n a l y t i c  

purpose should be p r e f e r r e d  t o  one uhere they perform j u s t  a u x i l i a r y  

funct ions.  Probably, f o r  the  t ime being stopgap methods u i  l 1  have t o  be 

employed u n t i l  a  s u f f u c i e n t  number o f  b u i l d i n g  b locks has been created and 

implemented i n  a s u f f i c i e n t l y  l a r g e  number o f  countr ies; and u n t i  l e x i s t i n g  

s p e c i a l i  zed systems have been re formula ted  as b u i  l d i n g  blocks. One o f  these 

stopgap b u i l d i n g  b locks t h a t  cannot be avoided f o r  the  t ime being i s  the  one 

b r i dge ing  the  gap between the  core and 1968 SNA. However, i t  i s  debatable 



whether i t  i s  r e a l l y  necessary t o  be able t o  reconst ruc t  the 1968 SNA i n  a l 1  

i t s  de ta i l s .  Probably a few sunmary tab les  providing, e.g., da ta  on the  

imputat ions t h a t  have been L e f t  out of the  core, would be s u f f i c i e n t  f o r  most 

purposes: these are enough t o  reconst ruc t  a number o f  e s s e n t i a l  series, l i k e  

GOP, on the  1968 SNA basis. The d i f f e r e n c e s  betueen 1968 SNA and the  core are, 

as we have seen, a r a t h e r  d i s o r d e r l y  c o l l e c t i o n  of elements: e i t h e r  t oo  much o r  

tw l i t t l e  from any coherent p o i n t  o f  view. Consequently, once a s u f f i c j e n t  

number of b u i l d i n g  b locks  t h a t  are based on coherent v iewpo in ts  have been 

developed, the  1968 $NA b u i l d i n g  b lock  becornes superf lous. 



f. Epi lociue 

The SNA i s  li ke a b i g  computer serv ing  too  may users. I t  cannot handle a l  L o f  

them a t  the  same t ime and cannot s t o r e  a l 1  t h e i r  spec ia l  data bases, so t h a t  

i t must always d isappo in t  some o f  them. And ever more users a r r i v e  and want t o  

be connected too, and s t o r e  t h e i r  spec ia l  data and run t h e i r  s p e c i a l  programs. 

Of course the re  i s  o n l y  one so lu t i on :  rep lace t h e  dumb te rm ina l s  by i n t e l l i g e n t  

micros t h a t  can s t o r e  t h e i r  own s p e c i a l  data, run t h e i r  own spec ia l  programs 

and set the core computer f r e e  f o r  i t s  proper r o l e  as the  center  of 

communication and guardian o f  the general  purpose data base. This, i n  a  

nutshel l ,  i s  what we argued i n  the  preceeding sect ions. The SNA i s  a  m u l t i -  

purpose system t h a t  i n c r e a s i n g l y  faces conf li c t i n g  demands. I n  o rder  t o  s a t i s f y  

them i t  has t o  be made more f l e x i b l e  by p r o v i d i n g  i t  w i t h  a  modulary 

s t ruc ture .  Our proposal  i s  t o  de f i ne  a  genera1 purpose core, d i f f e r i n g  s l i g h t l y  

from present SNA. Arranged around the  core are b u i l d i n g  b locks  f o r  spec ia l  

purposes. These b u i l d i n g  b locks  ( t h e  ' i n t e l l i g e n t  micros ' )  are, i n  combinat ion 

w i t h  the core, much b e t t e r  s u i t e d  as t o o l s  f o r  spec ia l  purpose analyses than a  

single, mono l i t h i c  system could ever be, 

The core i s  developed on the  bas i s  o f  th ree  p r i n c i p l e s .  Tuo o f  them, the  

parsimony p r i n c i p l e  ( ' remain c lose  t o  the  percept ions o f  the  econornic agents')  

and the i n t e r s e c t i o n  p r i n c i p l e  ( ' a v o i d  spec ia l  purpose elements but  i nc lude  a l l  

genera1 purpose ones') c rea te  a  l i r n i t e d  number o f  dev ia t i ons  from present  SNA, 

p a r t i c u l a r l y  i n  the  d i r e c t i o n  o f  a h igher  i n s t i t u t i o n a l  content and a  more 

i n teg ra ted  meso-economic desc r ip t i on .  These dev ia t i ons  are  the  n a t u r a l  next 

steps i n  the  e v o l u t i o n  o f  the  SNA: the  1968 SNA dev ia ted  i n  the  same 

d i  rec t i ons  f rom the more ' f u n c t i o n a l  ' and macro-economic 1953 SNA. 

An important  f ea tu re  of t h i s  core i s  t h a t  i t  may be expected t h a t  f u t u r e  

changes i n  the economic process w i  l 1  requ i re  less adjustments of the core than  

would be necessary i n  a  more func t i ona l  l y  o r i e n t e d  SNA. This i s  a  consequence 

o f  the f a c t  t h a t  - as we demonstrated by examining a  number o f  proposals f o r  

r e v i s i o n  of the SNA - changing i n s t i t u t i o n a l  arrangements r e q u i r e  r e v i s i o n s  

on ly  i f  one adopts f u n c t i o n a l  elements i n  t h e  SNA. S imi la r ly ,  novel  f unc t i ons  

c a r r i e d  out by e x i s t i n g  i n s t i t u t i o n a l  arrangements on ly  necess i ta te  r e v i s i o n s  



if a func t i ona l  approach i s  adopted. Hence, d e f i n i n g  a core u i t h  a h igh  

i n s t i t u t i o n a l  content d imin ishes the  need for  rev is ions.  

Future r e v i s i o n s  of t h e  SNA w i l l ,  as a consequente, be eas ie r  t o  c a r r y  out  i f  

t he  approach proposed here i s  adopted. There w i l l  be no need f o r  a s i n g l e  

o v e r a l l  r e v i s i o n  every 15 o r  20 years. Ins tead most r e v i s i o n s  u i l 1  no t  change 

the  core except f o r  j u s t  adding t o  i t  (e.g. by f u r t h e r  disaggregation), b u t  

w i l l  enlarge the  c o l l e c t i o n  of  b u i l d i n g  blocks. Hence they  can be implernented 

as soon as they a re  agreed upon, wi thout  any ham t o  the  c a n t i n u i t y  o f  t he  

cent ra l  system. This way, f u t u r e  reu i s ions  need not be such labor ious  processes 

o f  f u r t h e r  c l a r i f i c a t i o n ,  e laborat ion,  reforming, txtension, recons ide ra t i on  

as the cur ren t  one. 
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