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A PROPOSAL FOR THE SYNOPTIC STRUCTURE OF THE NEXT SNA 

Summa ry 

The next  UN system o f  N a t i o n a l  Accounts should have two bas ic  cha rac te r i s t i cs .  

F i r s t  i t  has t o  be a  rnodulary system. I n  the cent re  there i s  an 
v' 

i n s t i t u t i o n a l  core, Next t o  t h a t  t he re  are  several  modules. By means of 

imputat ions and a t t r i b u t i o n s  they t ransform the core i n t o  a  more f u n c t i o n a l  

system t h a t  i s  use fu l  f o r  i n  i n te r tempora l  and i n t e r n a t i o n a l  comparisons. 

Second, i t  has t o  Se an i n t e g r a t e d  meso-system. There i s  a  need f o r  a  more 

d e t a i  l e d  breakdown o f  househoi,ds and en te rp r i ses  than the  1968 SNA provides. A t  

the Same time a  d e s c i r p t i o n  of a l 1  i n t e r r e l a t i o n s  between a c t i v i t i e s  and 

sectors i s  necessary. This  requ i res  a  l inkage between input-output  t ab les  and 

sec tor  accounts a t  a  de ta i  l e d  level .  The paper shows the  synopt ic  s t r u c t u r e  o f  

such a  system, The hea r t  of t h i s  s t r u c t u r e  i s  the three-dimensional genera t ion  

of a  value added tables. I t  shows n o t  on ly  hou much of each component o f  va lue 

added i s  generated by the establ ishments i n  each a c t i v i t y ,  bu t  i t  a l s 0  prov ides 

the breakdown of each o f  these c e l l s  accordinq t o  the  sec to r  o f  the e n t e r p r i s e  

t o  which the establ ishments belong. A f t e r  a more oeneral representa t ion  we 

prov ide  a  s i m p l i f i e d  numer ica l  example. 



1. I n t  roduc t ion  

S t a r t i n g  w i t h  a paper presented a t  the 1983 OECD Na t iona l  accounts 

meeting"), a d i s t i n c t  'Dutch view' on the s t r u c t u r e  o f  the next UN System of 

N a t i o n a l  Accounts (SMA) has been formulated, This  view has two bas ic  elements. 

The f i r s t  i s  t h a t  the  next  SNA should have a modulary s t r u c t u r e  centered arcund 

a core. This  core i s  an ' i n s t i t u t i o n a l '  system i n  the  sense t h a t  i t  conta ins - 
no irnputations f o r  non-market p roduc t i on  and no a t t r i b u t i o n s  o f  t ransac t ions  t o  

o ther  t ransactors than those paying o r  rece i v ing  the money involved. However, 

because imputat ions and a t t r i b u t i o n s  are necessary t o  ' f u n c t i o n a l '  

in te r tempora l  and i n t e r n a t i o n a l  comparabi li ty, they should be shown i n  two 

standard modules that, together  w i t h  the core, c o n s t i t u t e  the cent ra1  system o f  

the nex t  SNA. 

The second element o f  the Dutch view i s  t h a t  the  core should be an 

i n teg ra ted  rneso-system. I n  p a r t i c u l a r ,  t h i s  means t h a t  hwseho lds  and 

enterpr ises  should be f u r t h e r  d i v i d e d  than i n  the 1968 SNA and t h a t  the l inkage 

between the input-output  t ab les  and the sec tor  accounts should be improved. 

I n  the prev ious papers the reasoning behind t h i s  approach t o  the review o f  

t he  SNA uere exp la ined and the r e s u l t i n g  system was descr ibed i n  generak 

terms. Sect ion 2 of the present  paper summarizes th is .  I n  sec t i on  3 the 

proposed core i s  presented i n  g rea te r  de ta i l ,  i n  tha f a m i l i a r  form of tables. 

We provide a s i m p l i f  i e d  numer ica l  example as wel1 as a more genera1 

representat ion. Sec t ion  4 discusses s o m  o f  the advantaaes of the  proposed 

s t r u c t u r e  o f  the core and i t s  contents. Sec t ion  5 gives a tabu la r  

representa t ion  of the standard modules f o r  imputat ions and a t t r i b u t i o n s .  The 

f i n a l  sec t ion  summarizes the conclusions. 



2. Summary o f  the Dutch view 

2.1 f4odulary s t r u c t u r e  of the system. 

Van Bochove and Van Tuinen (1985, 1986) and Van B ochov e and B loem (1985, 1986) 

propose a modulary s t r u c t u r e  f o r  the  n e x t  SNA. The nex t  'B lue Book' should 

descr ibe a centra1 system c o n s i s t i n g  of a core and, i n  addi t ion, a few standard 

modules. This  core i s  based on th ree  p r i nc ip les .  The i n t e r s e c t i o n  p r i n c i p l e  

s t i p u l a t e s  tha t  t he  core should, f i r s t ,  con ta in  as few s p e c i a l  purpose elements 

as possible, bu t  must, second, con ta in  a l 1  the s t r u c t u r a l  elements necessary 

f o r  t h e  major a l t e r n a t i v e  desc r ip t i ons  o f  the  economy as a whole. The parsimony 

p r i n c i p l e  s ta tes  t h a t  the  percept ions  o f  economic agents should be fo l l owed  as 

c lose ly  as possible, avo id ing  cons t ruc t ions  based on a n a l y t i c a  l p o i n t s  o f  view 

t h a t  dcpar t  f rom these pe rcep t i on r  (*I. F i n a l  ly, the  consistency p r i n c i p l e  

requ i res  the core t o  be a t r u e  system o f  n a t i o n a l  accounts, w i t h  un i fo rm 

valuations, cons is ten t  balancing, complete enumeration, and so on. 

Together, these p r i n c i p  les  imply tuo major p r o p e r t i e s  o f  the core. 

i) The core conta ins bo th  an i n t e g r a t e d  meso system and macro aggregates, 

s ince 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  requ i res  t h a t  genera1 

e q u i l i b r i u m  and o the r  mu l t i - sec to r  approaches t o  the economy as a whole can 

be supported, next  t o  the  t r a d i t i o n a l  macro approaches. 

ii) The core i s  a more i n s t i t u t i o n a l  system than the 1968 SNA, i.e. 

t ransac t ions  are recorded according t o  the transactor-transact ion p r i n c i p l e  

and the  product ion  boundary i s  de temined  by market t ransact ions.  Th is  i s  

necess i ta ted  by bo th  the  i n t e r s e c t i o n  and the parsimony p r i n c i p l e :  

departures f rom the  i n s  t i  t u t i o n a l  system are u s u a l l y  spec ia l  purpose 

ciements uhich, i n  addit ion, f requen t t y  c o n f l i c t  u i t h  the percept ions o f  
(3) the  economi c  agents uhose t ransac t  i ons  are covered . 

Vis b v i s  the 1968 SNA, the i n s t i t u t i o n a l  core has a number of important  

advantages. 

- Core concepts are much c lose r  t o  micro concepts, f a c i l i  t a t i n g  bo th  the 

micro- macro !ink and the comprehens ib i l i t y  of the core data. This i s  t r u e  

bo th  i n  case o f  p roduct ion  o f  i n d u s t r i e s  and i n  case of households - where 

the need t o  a l i g n  n a t i o n a l  accounts concepts c lose r  w i t h  micro concepts i s  

genera1 l y  reccgnized. 



The core i s  f a r  supe r io r  as an i n t e g r a t i n g  framework f o r  spec ia l i zed  

s t a t i s t i c a 1  systems l i k e  IMF Balance o f  Payments and Government Finance 

S t a t i s t i c s ,  balances, s a t e l l i t e  accounts of the French type, and so on. The 

reason f o r  t h i s  i s  t h a t  no s p e c i a l  cons t ruc t ions  have t o  be removed before  

the  l inkage w i t h  these spec ia l i zed  systems i s  made. 

The core need no t  be changed i f  i n s t i t u t i o n a l  arrangements are al tered, 

because i t  describes t ransac t i ons  j u s t  as they occur i n s t i t u t i o n a l l y ,  

w i thout  aiming t o  uncover a r e a l i t y  behind the i n s t i t u t i o n a l  arrangements. 

The core prov ides f o r  supe r io r  i ns  t i t u t  i o n a l  i n t e r n a t i o n a l  comparabi li ty:  

o f  the market p a r t  of  economies and o f  the i n s t i t u t i o n a l  arrangements of 

t ransact ions. 

O f  course, there  i s  a p r i c e  t o  pay f o r  these advantages. The i n s t i t u t i o n a l  

na ture  o f  the core imp l i es  t h a t  i n te r tempora l  and i n t e r n a t i o n a l  comparabi li t y  

of a f u n c t i o n a l  type i s  no t  opt imal.  Thus, e.g., d i f f e r e n t  p ropo r t i ons  o f  

market t o  non-market p roduct ion  o f  a g iven commodity - e i t h e r  between coun t r i es  

o r  over t ime -impede comparabi li t y  o f  t o t a l  ' p h y s i c a l '  product ion. Therefore, 

the core should no t  be the on ly  component o f  the centra1 system. The cent ra1  

system must a l so  con ta in  two standard modules. The f i r s t  o f  these i s  an 

' imputa t ions '  module: i t  prov ides  the i n fo rma t ion  on non-market p roduct ion  t h a t  

i s  necessary f o r  adeauate ' r e  a l  ' compari sons o f  product  ion, consumption, 

investnent.  Thus t h i s  module co r rec ts  f o r  d i f f e rences  i n  the i n s t i  t u t i o n a l  

arrangements a f f e c t i n g  the p roduc t i on  boundary. The second standard module i s  

an ' a t t r i b u t i o n s '  module. I t  prov ides the i n fo rma t ion  necessary t o  achiev ing a 

r o u t i n g  of t ransac t ions  t h a t  d i f f e r s  from t h a t  of the money f l o u s  involved. 

This  may be necessary i n  order  t o  impose a un i fo rm model on t ransac t ions  which 

are conducted according t o  qu i  t e  d i f f e r e n t  i n s t i  t u t  i o n a l  models bu t  have the  

Same ' r e a l '  e f fec ts .  Heal th care i s  a good example: i n  s o m  count r ies  the  

i n s t i t u t i o n a l  arrangement i s  such t h a t  h e a l t h  expendi ture i s  p a r t i  a l  l y  

government consumption and p a r t i  a l  l y  household consumption, whereas i n  o ther  

count r i e s  arrangements are such t h a t  a l  l hea l th  expendi t u r e  i s  household 

consumption. The a t t r i b u t i o n s  module cou ld  conta in  the i n fo rma t ion  necessary t o  

reroute, i n  tho f i r s t  case, government hea l th  expendi ture i n  such a way t h a t  i t  

i s  shown as household consumption and that, as a consequente, household income 

i s  raised. 



2.2 The core as an i n t e g r a t e d  meso-system. 

The 1968 SNA i s  an attempt t o  formulate an i n t e g r l t e d  meno ~ y s t e m ( ~ ) .  I n  the 

preceding sec t i on  we a l ready b r i e f  l y  i n d i  cated t h a t  the p r i n c i p  les of the  core 

imply t h a t  t h i s  mes0 character  o f  the system must be preserved, and even 

enhanced. This  p o i n t  o f  view needs some f u t h e r  arguing, because i t  i s  n o t  

u n i v e r s a l l y  accepted. Some exper ts  uould p r e f e r  a smal l  macro system as the 

core o f  the nex t  SNA, perhaps along the l i n e s  o f  Meade and Stone's (1941) 

o r i g i n a l  system o r  Stone's (19471 proto-SNA. This smal l system would then 

f u l f i  l 1  i t s  r o l e  as a codrd ina t ing  framework f o r  spec ia l i zed  systems by 

p r o v i d i n g  the macro t o t a l s  t o  uh ich  the d e t a i l e d  data of the l a t t e r  have t o  add- 

up. Papers by Van Bochove and Van Tuinen (1985, 19861, Van Bochove and Bloem 

(1985, 1986) and A l  (1985, 1986) r e j e c t  t h i s  view f o r  a number of reasons. 

F i r s t  a  smal l  macro system i s  i n s u f f i c i e n t  as a da ta  base f o r  t he  

d e s c r i p t i o n  of the p roduc t i on  process. The essence of the l a t t e r  i s  t h e  

phys i ca l  t rans format ion  of goods and serv ices i n t o  o the r  goods en services. 

Thus by i t s  na ture  the p roduc t i on  process can on ly  be described and analysed a t  

a disaggregated (micro o r  meso) leve l .  This  p o i n t  of view i s  associated u i  t h  

the  Quesnay- Ricardo- Marx- Leon t i e f -  Von Neuman- S r a f f a  t r a d i t i o n  and w i t h  

o f fshoots  l i k e  a c t i v i t y  ana lys is  pioneered by Kantorov i tch  and Koopmans. I t s  

i m p l i c a t i o n  i s  t h a t  the core w i thout  input-output data uou ld  a t  best descr ibe  

some of the r e s u l t s  of the p roduc t i on  process but  not  the process as such. 

Second, there  are o ther  processes o f  which the essence i s  micro o r  

mesoeconomic. Since these processes occupy an ever more important  p lace  i n  

economic analys is  and po l icy ,  the core should support t h e i r  analysis.  J u s t  one 

example i s  t ha t  o f  personal  income d i s t r i b u t i o n  and i t s  r e l a t i o n s  w i t h  t a x a t i o n  

s t r u c t u r e  and soci  a l  secur i  ty.  Only w i t h  a disaggregated descr ip  t i o n  o f  

households, can t h i s  subject  be covered by the core. The Same app l ies  t o  e.g. 

p lann ing  f o r  basic  needs i n  developin9 c w n t r i e s .  

Third, i n  a d d i t i o n  t o  the macro economic view o f  the economy as a whole, 

the meso economic genera1 equi l i b r i u m  type view (or, a l t e r n a t i v e l y ,  m u l t i -  

sec tor  view) of the t o t a l  economy i s  becoming ever more important.  This  app l ies  

both t o  economic theory and t o  p o l i c y  modeling. This  meso view should t h e r e f o r e  



be r e f l e c t e d  by the core of the n e x t  SNA. This i s  on ly  poss ib le  if the 

r e l a t i o n s  betueen the  var ious p a r t s  and processes o f  the  economy are descr ibed 

a t  the meso tevet. 

F ina l l y ,  an i n t e g r a t e d  meso system i s  f a r  super io r  as a co l l rd ina t ing  

framework f o r  s t i l l  more d e t a i l e d  spec ia l i zed  systems and f o r  micro data. 

Adoption of a smal l  macro system would damage the  cent ra1  r o l e  o f  n a t i o n a l  

accounts, 

Consequent ly, the mes0 charac ter  o f  the 1968 SNA must be re in fo rced  r a t h e r  

than diminished i n  the nex t  SNA. I n  what respects does the  mes0 s t r u c t u r e  of 

the  SNA need st rengthening? Three major improvements are  necessary. 

i) Disaggregat ion o f  the household sector.  This i s  e s s e n t i a l  i n  view of t he  

increased importante of p o l i c y  t o o l s  f o r  inf  luencing the  d i s t r i b u t i o n  o f  

income and out  lays over households and, more genera1 ly, the  i nc reas ing  

a t t e n t i o n  economic ana lys is  pays t o  households. 

ii) Disaggregat ion o f  the e n t e r p r i s e  sec tor  i n  the income and ou t l ay  accounts 

and the cap i ta1  accounts. Th is  i s  necessary because o f  the i nc reas ing  

a t t e n t i o n  p a i d  t o  i n s t i t u t i o n a l  d i f f e rences  between en te rp r i ses  and t h e i r  

consequences: t he  r o l e  o f  mu l t i na t i ona  Cs in, e.g., d i  r e c t  f o r e i g n  

investment, technology t rans fe rs  and so on; the r o  Ce o f  smal l  and medium 

s ized emterpr ises i n  product  and process innovat ion; the resurgence o f  

i n t e r e s t  i n  the economics of imperfect  compet i t ion and i t s  e f f e c t s  on 

government pol icy,  as exempl i f ied  i n  the neoc lass i ca l  p o l i t i c a 1  economy 

school ( c f  .e.g. Colander, 1984). 

i i i 1 T h e  i n t e g r a t i o n  of an input -ou tput  framework and the income/outlay and 

cap i ta1  accounts f o r  t h e  ' i n s t i t u t i o n a l '  sectors. 

The f i r s t  two proposals do n o t  need much explaining, though the p r e c i s e  

d e l i n e a t i o n  of sectors s t i l l  r equ i res  f u r t h e r  research. However, the t h i r d  

proposal i s  less s t r a i g h t f o r w a r d  and reau i res  e laborat ion,  A l  (1985, 19861, 

t ak ing  the Van den Bos (1985) paper as a p o i n t  of departure, prov ides a 

d e t a i  l ed  d iscuss ion  which we summarize here. 

The input-output  framework i s  cteant t o  describe the product ion  process 

whereas the income/out lay and cap i ta1  accounts are drawn-up i n  order  t o  

describe o ther  processes, no tab ly  those of income d i s t  r i b u t  i o n  and cap i ta1  

f inance. The d i f  ferences i n  the na ture  o f  these processes have two conseauences 

f o r  the s t r u c t u r e  of the two p a r t s  o f  the system, The f i r s t  i s  t h a t  the  

sec tor ing  has t o  be d i f f e r e n t  i n  both par ts .  General ly speaking, sec to r i ng  has 



t o  be such t h a t  the  w i t h i n  sec tor  homogeneity w i t h  respect t o  the re levan t  

c h a r a c t e r i s t i  CS o f  the  processes concerned i s  maximized. I n  case o f  the  i npu t -  

w t p u t  framework, the  re levan t  c h a r a c t e r i s t i c s  have t o  be se!ected from the  

perspect ive  of the p roduc t i on  process, i n  case o f  the income/uut lay accounts 

the perspect ive  o f  t h e  income d i s t r i b u t i o n  process i s  t o  be adopted. Thus i n  

the input-output framework i n d u s t r i e s  are de f ined on the bas i s  o f  i npu t  and 

output  homogeneity whereas i n  the  income and ou t l ay  accounts and the  c a p i t a l  

f inance accounts sec tors  and subsectors have t o  be de f ined on the bas i s  of 

homogeneity w i th  respect  t o  r o l e s  i n  the  i n c o m  d i s t r i b u t i o n  process and t h e  

cap i ta1  f inance process. Put d i f f e r e n t l y ,  the  classes d i s t i n g u i s h e d  on the  

income/out lay accounts are n e i  t h e r  the Same as nor  an aggregate o f  those 

d i s t i ngu i shed  i n  the  i npu t -ou tpu t  tables. Thus, pu re l y  as a consequence o f  t he  

differente i n  perspect ive  between the input-cutput  framework on the one hand 

and on the o ther  hand the income/outlay accaints  and the c a p i t a 1  f inance 

accounts, dua l  s e c t o r i n g  i s  n e c e ~ s a r y ( ~ ) .  The second conseouence o f  the 

d i f f e r e n t  nature o f  t he  pcocesses described i n  t he  two p a r t s  o f  the system 

concerns the  s t a t i s t i c a 1  u n i t s  and re in fo rces  t h i s  need f o r  dua l  sector ino.  

This consequence f o l l o w s  from the  f a c t  t h a t  the p roduc t i on  process i s  u s u a l l y  

organized in  smal ler  u n i t s  (v iz .  establ ishments) than the income d i s t r i b u t i o n  

and cap i ta1  f inance processes (viz.  en terpr ises) .  Therefore w i th in - i ndus t r y  

homogeneity can only  be achieved by c l a s s i f y i n g  establishments(6), whereas 

meaningful  f i n a n c i a l  da ta  can on ly  be obta ined f o r  enterpr ises, imp ly ino  

t h a t  on ly  the l a t t e r  can be c l a s s i f i e d  i n t o  appropr ia te  sectors i n  t he  
( 7) income/outtay and capi t a l  accounts . 

Thus, there  j u s t l y  are two major d i f fe rences i n  the  sec to r i ng  i n  the  i npu t -  

output  f ramework and i ncome/out lay, capi t a l  accounts of the 1968 SNA: the  

c h a r a c t e r i s t i c s  w i t h  respect t o  which homogeneity i s  t o  be achieved d i f f e r  and 

the  u n i t s  t o  be c l a s s i f i e d  are d i f f e r e n t .  This, i n  turn, imp l i es  t h a t  

d i  sagoregate li nkage between t he a c t i v i  t i  es i n  the i nput-output f ramework and 

p roduc t i on  accounts on the one hand and the sectors i n  the income/outlay and 

cap i ta1  accounts on the  other, i s  no t  s t ra igh t fo rward .  Ac tua l ly ,  j u s t  the t o t a l  

value added generated by a l  1 a c t i v i t i e s  and the t o t a l  value added o f  a l 1  

sectors are equal i n  bo th  p a r t s  o f  the system: there i s  a l i n k  a t  the top  

only. The 1968 SNA at tempts t o  remedy t h i s  by a lso  c l a s s i f y i n g  the t ransac tors  

on the income/outlay and c a p i t a 1  f inance accounts according t o  economic 

a c t i v i t y ,  v iz.  t h e  main a c t i v i t y  o f  the en terpr ises  and o the r  t ransactors.  

This, however, s t i l l  does n o t  p rov ide  the disaggregate t inkaoe: on the  

product i o n  accounts, an establ ishment ' s  w t p u t  may be c l a s s i f  i e d  i n t o  another 



a c t i v i  t y  than on the income/out l ay  accounts. Therefore a comp li cated 

t r a n s i t i o n s  mat r ix  i s  necessary, which has turned out t o  be impossible t o  

construct  i n  prac t ice .  However, a poss ib le  s o l u t i o n  does ex i  s t  t h a t  

considerably s i m p l i f i t s  mat ters v i s  b v i s  the  1968 SNA. This  s o l u t i o n  i s  t o  

provide, on the product ion  accounts, a breakdown o f  the  value added (and i t s  

components) generated i n  each a c t i v i  ty, v iz.  according t o  the sectors of the 

enterpr ises  t o  which the  a c t i v i  t y  's establ ishments belong, This way, the  system 

shows i n  which sectors each a c t i v i t y ' s  value added i s  generated; next  i t  can be 

shown t o  which sec tor  t h i s  value added i s  al located. The l a t t e r  then y i e l d s  the  

p o i n t  of departure f o r  the income d i s t r i b u t i o n  process. The purpose o f  the next 

sec t ion  i s  t o  demonstrate t h i s  way o f  p rov id ing  a disaagregate l inkage by means 

of the fami li a r  tab les  o f  n a t i o n a l  accountants. 



An in teg ra ted  d e s c r i p t i o n  o f  product  ion, expendi t u r e  and income. 

3.1 Overview o f  the system. 

I n  t h i s  sec t i on  we main ly  r e s t r i c t  the  d iscuss ion  t o  the i n t e g r a t i o n  o f  the 

input-output  framework w i t h  the  income and ou t l ay  accounts, s ince  the  ex tens ion  

t o  cap i ta1  accounts i s  f a i r l y  s t ra igh t fo rward .  F igure  1 presents  an overview of 

the core as obta ined under t h i s  s i m p l i f i c a t i o n .  The th ree  sets of rows and s i x  

se ts  o f  columns y i e l d  e ighteen b locks  o f  matr ices and vectors, f i v e  o f  which 

are meaningless and hence empty. The remaining t h i r t e e n  con ta in  a l 1  bas i c  

in fo rmat ion  needed f o r  an i n t e g r a t e d  meso-description o f  production, 

expendi ture, income d i s t r i  but ion. We d i  scuss them row-wi se. 

Commodi t i e s  i n  make and absorpt i o n  matrices. 

The subjects of the  t ransac t i ons  described i n  the f i r s t  se t  o f  rows are the  

commodities, i.e. goods and services. The f i r s t  two b locks r e l a t e  t o  the  

product ion  process; they are the f ami l i a r  in te rmed ia te  use- and make mat r ices  

of the 1968 SNA. These two mat r ices  belonç i n  the core because they are the 

p o i n t  of departure f o r  the const r u c t i o n  of a l  l other  input-output  t ab  l es  

( i ndus t r y  by industry,  commodi t y  by commodity). Next come two b locks o f  one 

vector  each, desc r ib ing  the imports  and exports of ooods and services. 

Breakdowns of imports  i n t o  compet i t  i v e  and non-compet i t i v e  are pu re l y  

f unc t i ona l :  they are der ived from t h e i r  commodity composit ion and are, i n  

addit ion, no t  needed f o r  a l 1  purposes o f  n a t i o n a l  accounts. Therefore they do 

not  belong i n  the core and on l y  the  tuo vectors g iven are needed. 

Next comes the f i n a l  domestic expendi ture block. T o t a l  f i n a l  domestic 

expenditure on each commodity i s  simply equal t o  the t o t a l  p roduct ion  of t h e  

second block, p lus  the  imports  vec to r  less the expor ts  vector, less  the t o t a l  

in te rmed ia te  use as found i n  the  f i r s t  block. Natura l ly ,  f i n a l  dornestic 

expendi ture i s  t o  be broken down i n t o  the usua l  categor ies o f  consurnption, 

investments, inventory  changes. I n  addi t ion, houever, these th ree  ca tego r i  es 

are prov ided f o r  each of the sectors of the system. I n  the standard accounts 

and tab les  of the 1968 SNA a rudimentary form o f  such a breakdown i s  provided, 

but  i n  the core much more d e t a i l  i s  requ i red  i f  an i n t e g r a t e d  mes0 system i s  t o  

be obtained. Suppose hi household sectors are d i  st inguished, g j  government 



sectors and ek e n t e r p r i s e  sectors. Then the f i n a l  expendi ture mat r ix  shows 

f o r  each o f  the hi household sec tors  the commodity breakdown of t h e i r  

consumption; f o r  the government sec tors  the commodity breakdowns of t h e i r  

consumption, investment; f o r  the e n t e r p r i s e  sectors the  breakdown of t h e i r  

investment and change i n  stocks and, i f  some proposals f o r  r e v i s i o n  are  

adopted, the ' f i n a l  consumption'. One g r w p  o f  sec tors  might cons i s t  of 

households w i t h  an u n i  ncorporated e n t e r p r i  se. For these sec tors  the expendi t u r e  

mat r ix  a l so  shows bo th  the commodi ty breakdown o f  t h e i r  consumption and of 

t h e i r  investment and change i n  stocks. Clearly, t h i s  s e c t o r a l  breakdown of 

consumption and investment i s  e s s e n t i a l  i n  the cons t ruc t i on  of mu l t i - sec to r  

models, SAM's, and so on. 

Sectors and components o f  va l ue  added. 

The second se t  of rows i s  a nove l t y  and conta ins the e s s e n t i a l  meso l i n k s  

between the  product ion  process on the one hand and the income d i s t r i b u t i o n  

process cn the other. Whereas the f i r s t  s e t  of rows describes the ' p roduc t i on  

of commodities by means o f  commodities' (Sraffa, 19601, t h i s  second se t  shows 

hou the product ion  process generates value added and how t h i s  value added i s  

transformed i n t o  income. 

There are th ree  dimensions i n  the generat ion of value added. F i r s t ,  i t  

i s  generated by s p e c i f i c  economi c a c t i v i  t i e s  l ike, e.g., p r i n t i n g .  These 

a c t i v i t i e s  are c a r r i e d  out i n  establishments. Second, these establ ishments 

belcng t o  enterpr ises,  government o r  are p a r t  of  households. In the case of 

p r i n t i ng ,  one estab li shment may be a 200 employee independent e n t e r p r i  se, 

another one may belong t o  a m u l t i n a t i o n a l  m u l t i - a c t i v i t y  corporat ion, s t i l l  

another one may be the  government p r i n t i n g  o f f i c e  and there  may a ls0  be 

unincorporated enterpr ises,  Thus, w i t h  an appropr iate sector  breakdown, each of 

these i s  p a r t  o f  a d i f f e r e n t  sector, imp ly ina  t h a t  there  i s  a sec to ra l  

dimension t o  the qenerat i o n  of va lue added. Thi rd ly ,  va lue added consis t s  

of var ious  components, such as wages, i n d i r e c t  taxes, ope ra t i ng  surplus, and 

so on. This  i s  the t h i r d  dimension. I t  may be- considered from two d i f f e r e n t  

p o i n t s  of view. The f i r s t  one i s  the income perspective:each o f  the var ious  

components o f  value added p lays  a d i f f e r e n t  r o l e  i n  the income a c q u i s i t i o n  

process. The second i s  the product ion  perspect ive:  each of the components might 

be considered as a reward of d i f f e r e n t  ( g r w p s  o f )  pr imary product ion  fac tors .  

Hence the  generat ion of value added ma t r i x  may a ls0  be r e f e r r e d  t o  as the  

pr imary use matr ix.  



A l 1  th ree  dimensions are  i n c  luded i n  the generat ion o f  value added 

mat r ix (8)  i n  f i g u r e  1. Th is  m a t r i x  is, essent ia l l y ,  a  s e c t o r a l  breakdown o f  

the  standard pr imary use ma t r i x  of i n p u t - w t p u t  tables. The l a t t e r  s p e c i f i e s  

hou m c h  of each of the  components o f  value added i s  generated i n  each of the 

a c t i v i t i e s .  I n  f i g u r e  1 each o f  t he  c e l l s  o f  t h i s  standard pr imary use ma t r i x  

i s  broken down f u t h e r  by sector. Thus the opera t ing  surp lus  o f  the p r i n t i n g  

a c t i v i t y  i s  broken down according t o  the sectors t o  which the  establ ishments 

mentioned above be long. Sirni l a r l y ,  the  generat ion o f  va lue added ma t r i x  shows 

hou much o f  the wages generated i n  each sec tor  are due t o  p r i n t i n g  a c t i v i t y .  

Consequently, the genera t ion  o f  value added ma t r i x  does not  show - t o  which 

sectors each of the components o f  value added i s  d i s t r i bu ted ,  This  i s  shown i n  

the l a s t  b lock  o f  the  second se t  o f  rows (we sk ip  the two columns imports  and 

exports  o f  f a c t o r  serv ices  and d iscuss them i n  sec t i on  3.2 because we do n o t  

want the r e s t  o f  the wor ld  t o  i n t e r r u p t  our t r a i n  o f  thouoht t h a t  leads from 

product ion  t o  income d i s t r i b u t i o n ) :  the d i s t r i b u t i o n  o f  value added matr ix.  

This  ma t r i x  shows the  s e c t o r a l  d e s t i n a t i o n  o f  each o f  the  components o f  va lue 

added, I n  case o f  the  opera t ing  surplus, both are the Same. I n  case of, e.g., 

wa'es and i n d i r e c t  taxes, the  o r i g i n  i s  the sec tor  t o  which the establ ishments 

t h a t  pay them belong, whereas the sectors of d e s t i n a t i o n  a re  ( w i t h  some 

except ions  d i  scussed i n  sect i o n  4.3)  househo l d  and oove rnment sectors, 

respect ive ly .  I f  hwseho lds  are broken down i n  a number o f  sectors, t h e  

d i s t r i b u t i o n  of value added ma t r i x  i s  o f  p a r t i c u l a r  i n t e r e s t  s ince i t  shows the 

incoming wages o f  each o f  the  h w s e h o l d  sectors, I f  government i s  broken down 

in, e.g., nat ional ,  s t a t e  and loca l government, the d i s  t r i  b u t i o n  o f  value added 

ma t r i x  immediately shows hou much i n d i r e c t  taxes are rece ived by each of them. 

As a consequence, the d i s t r i b u t i o n  o f  value added ma t r i x  w i l 1  con ta in  a l o t  o f  

in fo rmat ion  reau i red  t o  cons t ruc t  mu l t i -sec tor  models. 

I n  the economic l i t e r a t u r e  the re  are tuo basic  income concepts. The f i t s t  i s  

the  Hicks ian concept: hou much can you spend i n  a g iven p e r i o d  w i thout  be ing  

less  wealthy a t  the end o f  the p e r i o d  than a t  the beginning. Thus t h i s  concept 

i s  balances-oriented. The major a l t e r n a t i v e  concept i s  the one employed i n  

n a t i o n a l  accounts: a f l o u  concept, l i m i t e d  by the product ion  boundary. Here the  

e s s e n t i a l  idea i s  t h a t  income i s  equal t o  p roduct ion  less costs. Thus, i n  a 

closed economy, the  income according t o  the  n a t i o n a l  account in9 p o i n t  o f  view 

equals the value added created i n  the product ion  process. A l og i ca1  consequence 

o f  t h i s  p o i n t  of view i s  t h a t  the o r i g i n a l  income of sec tors  i s  the one they 

acquire as a d i r e c t  consequence o f  the product ion  process. Hence the  



d i s t r i b u t i o n  o f  va lue added ma t r i x  may a l so  be re fe r red  t o  as the a c q u i s i t i o n  

of income matr ix.  

Income d i s t r i b u t i o n .  

The thus acaui red income i s  the p o i n t  o f  departure f o r  the income 

d i s t r i b u t i o n  process. This  i s  descr ibed i n  the l a s t  set  of rows i n  f i g u r e  1. 

These rows r e l a t e  t o  the  categor ies o f  income d i s t r i b u t i o n  t ransac t i ons  as they 

may be found on the  income and ou t l ay  accounts o f  the '1968 SNA. P a r t  o f  these 

t ransac t  ions are generated by proper ty  r ights,  e. g. i n t e r e s t  and dividend. 

Categories l i k e  d i r e c t  taxes, s o c i a l  insurance benef i ts ,  s o c i a l  ass is tance 

grants might  be summarized under the  heading 'income p o l i c y ' .  Note t h a t  

i n d i r e c t  taxes are no t  a category of income d i s t r i b u t i o n  transact ions, s ince  

they are a component of value added and appear i n  the income a c q u i s i t i o n  matr ix .  

The l a s t  two b locks  of the  income d i s t r i b u t i o n  rows d i sp lay  the  t o t a l  

s e c t o r a l  payments and r e c e i p t s  i n  each o f  the categor ies o f  income d i s t r i b u t i o n  

t ransact ions.  The two r e s u l t i n g  matr ices are somewhat analogous t o  the use and 

make (product ion)  matrices. I n  case o f  the  l a t t e r ,  the classes of t ransac to rs  

are  ' a c t i v i t i e s ' ,  i.e. the has ic  groupings of t ransac tors  i n  the p roduc t i on  

process, the  sub jec ts  o f  the t ransac t i ons  are the commodities. I n  case o f  the 

income d i s t r i b u t i o n  matr ices the classes of t ransac tors  are sectors, the bas ic  

groupings of t ransac tors  i n  the income d i s t r i b u t i o n  process; and the sub jec ts  

of the t ransac t ions  are ca tegor ies  of income d i s t r i b u t i o n  t ransact ions.  The 

analo'y goes a b i  t f u r t h e r  s t i  l l: i n  case o f  the make and use table, one may 

const ruc t  an i n d u s t r y  x i n d u s t r y  input-output  table; i n  case o f  the income 

d i s t r i b u t  i o n  matr ices one may const ruc t  (using. some addi t i o n a l  in fo rmat ion)  a 

sector  x sector  income d i s t r i b u t i o n  table.  But t h i s  i s  no t  needed i n  the core. 

I n  t h i s  d iscuss ion  of the income d i s t r i b u t i o n  rows we once again skipped the  

r e s t  o f  the wor ld rows and columns. The i r  content i s  se l f -ev ident .  

3.2 Main aggregates and n a t i o n a l  account ing i d e n t i t i e s .  

The overview of the core as d isp layed i n  f i g u r e  1 conta ins j u s t  the bas ic  

vectors 2nd matrices. I n  p rac t ice ,  the layout  has t o  be rnodi f ied s l i o h t l y  i n  

order t o  in t roduce a number o f  important  aggregates and n a t i o n a l  account ing 

i d e n t i t i e s .  On the o ther  hand, the proposed s t r u c t u r e  of the core has some 

consequences f o r  the d e f i n i t i o n  of t he  Cross Ha t iona l  Product. To c l a r i f y  these 

issues we discuss them w i t h  the a i d  of a numerical  example. 



I n  the example we d i s t i n g u i s h  s i x  commodities, three a c t i v i t i e s ,  th ree  

sectors and the th ree  domestic ca tegor ies  of f i n a l  expenditure: increase i n  

stocks, inves tments, consumption. The resu l t  i n g  in termedi  a t e  use m a t r i  x, t o t  a l  

product i o n  matrix, imports  and exports  vectors need no e laborat ion.  A l  l 

commodity t ransac t ions  have been valued i n  purchasers'  p r i c e s  i n  order  t o  avoid 

the problems o f  t rade o r  o the r  margins. The f i n a l  expendi t u r e  ma t r i x  i s  

s i m p l i f i e d  s l i o h t l y  by assuming no increase i n  stocks i n  the government and 

household sectors. Note t h a t  households invest, imp ly ing  t h a t  un incorpora ted  

en te rp r i ses  are i nc luded  i n  t h i s  sector.  (9) 

The pr imary i n p u t s  are broken down i n t o  the usual  categories. We do n o t  

e x p l i c i t l y  show consumption of f i x e d  cap i ta l ;  thus the cpe ra t i ng  surp lus  i s  

gross. In  the generat ion o f  va lue added b lock  we add, next  t o  the s e c t o r a l  

submatrices, a m a t r i x  f o r  a l 1  sectors combined. This  is, o f  course, the  

standard pr imary i n p u t  ma t r i x  of, e.g., the 1968 SNA. The b lock  a lso  conta ins a 

column of t o ta l s .  Th is  column shows, f o r  each sector, the components o f  va lue 

added generated i n  the sector.  I t s  sum i s  t he  Cross Domestic Product. Thus, 

whereas the row w i t h  t o t a l s  i n  the generat ion o f  value added ma t r i x  p rov ides  a 

breakdown o f  GDP by economic a c t i v i  ty, the column w i t h  t o t a t s  g ives t h e  

breakdown of GDP by i n s t i t u t i o n a l  sec tor  o f  or ig in,  f o r  each o f  the components 

of va lue added. 

The tuo columns ' impor ts  and expor ts  o f  f a c t o r  serv ices '  con ta in  no e n t r i e s  

f o r  opera t ing  surp lus:  there  e x i s t  no d i  r e c t  payments across borders o f  t h e  

l a t t e  r. ('O) The items 'p roper ty  and the  e n t r e p r e n c u r i a l  income' t o  and from 

the r e s t  o f  the wor ld  as d i s t i n g u i s h e d  i n  1986 SNA and ESA. are no t  a payment o f  

opera t ing  surp lus as such. As a consequence, the columns conta in  on ly  . en t r i es  

f o r  compensation o f  employees and i n d i r e c t  taxes. The l a t t e r  i tem i s  r e l e v a n t  

f o r  members of the European Community, s ince the community l e v i e s  i n d i r e c t  

taxes. 

The d e s t i n a t i o n  o f  the row t o t a l s  of the generat ion of value added ma t r i x  i s  

e i t h e r  the r e s t  of the wor ld o r  one of the domestic sectors. S im i l a r l y ,  the  

o r i g i n  o f  the domestic sec tors '  income i s  e i t h e r  a domestic sec tor  o r  the r e s t  

o f  the world, Thus, e s s e n t i a l l y  we have a sector  x sec tor  ma t r i x  augmented w i t h  

both a column and a row f o r  the  r e s t  o f  the world. I n  order  t o  v i s u a l i z e  th is ,  

we have k e f t  the column imports  of f a c t o r  serv ices from the r e s t  of the  wor ld  

empty and added an a d d i t i o n a l  row, l i n e  25,  f o r  the only  i tem o f  t h i s  column, 

the compensation o f  employees from the r e s t  of the world. 



The sec tor  x sec tor  d i s t r i b u t i o n  of va lue added mat r ix  conta ins f l o u s  o f  value 

added between the domestic sectors. A f  t e r  addi t i o n  of the compensation of 

employees from the  r e s t  o f  the world, a orand t o t a l  i s  obta ined t h a t  i s  a 

.- halfway s t a t i o n  between the  Gross Domestic Product and the  Gross N a t i o n a l  

Income. I t  d i f f e r s  from the  former because i t  inc ludes net  compensation o f  

employees and i n d i r e c t  taxes from the  r e s t  of the world; and from the  l a t t e r  

because i t  does not  inc lude the  n e t  p rope r t y  and en t rep reneur ia l  income from 

the r e s t  o f  the world. 

I t  i s  temptino t o  g i ve  t h i s  concept the  l abe l  'Gross N a t i o n a l  Product ' .  

Unfortunately,  t h i s  t e m  i s  u s u a l l y  de f ined d i f f e r e n t l y ,  v i t .  as equal t o  t h e  

n a t i o n a l  income. However, the  1968 SNA does not  seem t o  use the  term; the E S A  

def ines i t  (sec t i on  129) bu t  does n o t  i n t e g r a t e  i t  i n  the  system. Thus i t  seems 

acceptable t o  redef ine  the  concept i n  the sense i n d i c a t e d  above. Then i t  would 

be the  ' n a t i o n a l '  analogon o f  the Gross Domestic Product: n a t i o n a l  compensation 

of employees p lus  n a t i o n a l  i n d i  r e c t  taxes p lus opera t ing  surplus. Since no 

opera t ing  surp lus as such i s  t rans fe r red  across borders, t he  domestic opera t ing  

surp lus cannot d i f f e r  from the n a t i o n a l  one. Hence the usua l  d e f i n i t i o n  of 

Cross Na t iona l  Product i s  somewhat unappropriate. Therefore we s h a l l  employ the 

term GNP i n  the mod i f ied  sense i n  t h i s  paper. The GNP def ined t h i s  way may be 

considered as an o p e r a t i o n a l i z a t i o n  o f  what Reich (19851, f o l l o w i n g  French 

conventions, r e f e r s  t o  as ' a c t i v i t y  income'. Summarizing the  r e l a t i o n s  between 

the a l t e r n a t i v e  concepts ( o m i t t i n g  the  i n d i r e c t  taxes t o  the r e s t  of the wor ld  

t h a t  should Se inc luded i n  both the mod i f ied  GNP and a modernized t r a d i t i o n a l  

GNP 1 : 

Gross Domestic Product 

p l u s  

ne t  compensation o f  employees frm the r e s t  o f  the  wor ld  

eaua l s 

mod i f i ed  Cross N a t i o n a l  Product 

p l u s  

ne t  p roper ty  and en t rep reneur ia l  income from the r e s t  of the wor ld  

eaua 1s 

Cross Mat iona l Income and t r a d i  t i o n a l  Gross ;dational Product 

The d i s t r i b u t i o n  o f  value added m a t r i x ' s  row t o t a l s  (column u)  g ive  the  

modif ied GNP's breakdown by sec tor  o f  o r i g in ;  the  column t o t a l s  (row 2 6 )  o ive  

i t s  breakdown by sec tor  of des t ina t ion .  Needless t o  say t h a t  these s e c t o r a l  



decompositions o f  GNP are the more in te res t ing ,  the l a rge r  the number of 

sectors. 

I n  the income d i s t r i b u t i o n  rows o f  atr example we spec i fy  s i x  e x p l i c i t  

categor ies o f  income d i s t r i b u t i o n  t ransact ions,  grouped under the  two headings 

' p rope r t y '  and 'income po l i cy ' .  The d e f i n i t i o n  of the i tems i s  s i m i l a r  t o  t h a t  

i n  the  1968 SNA income and w t l a y  accounts, w i t h  one very important  exception: 

there  i s  no conso l i da t  i o n  o f  w i th in -sec tor  f lows, Thus, e.g., t o t a l  i n t e r e s t  

payments are the  payments by a l 1  t ransac tors  of sector  accounts (i.e. 

e n t e r p r i  ses, government units,  households), i r r e s p e c t  i v e  o f  whether the  payment 

i s  t o  a  t ransac tor  i n  the  Same sector.  The reason f o r  t h i s  i s  the meso-nature 

o f  the core. I n  a  p rope r l y  designed meso-system, the value o f  aggregates should 

be independent of t he  l e v e l  o f  d e t a i l  of  the groupings o f  t ransactors,  With 

i n t r a - s e c t o r a l  consol idat ion,  a disaggregat ion o f  the e n t e r p r i s e  sec tor  into, 

e.g., banks and non-banks would immediately boost t o t a l  i n t e r e s t  payments, I n  

our  approach, t h i s  t o t a l  i s  untouched by such disaggregat ion. (11) 

T o t a l  rece ip t s  and payments o f  a l 1  sectors combined are  no t  equal i n  each of 

the cateoor ies o f  incune d i s t r i b u t i o n  t ransact ions:  they d i f f e r  by the balance 

o f  payments t o  (column i) and r e c e i p t s  from (column j )  the r e s t  of the  wor ld  i n  

each category, I n  t a b l e  7 t h i s  y ie lds,  f o r  a l 1  categor ies combined, a 

differente o f  -3, the  ne t  r e c e i p t s  from the r e s t  of the world. 

I n  row 34 the t o t a l  payments and r e c e i p t s  of the sectors are shown, i n  row 

35 t h e i r  balance, the ne t  r e c e i p t s  o f  each sector  from the  income d i s t r i b u t i o n  

process. Adding t h i s  t o  each sec to r ' s  p a r t  of  the Gross N a t i o n a l  Product (row 

261, we ob ta in  the s e c t o r a l  d isposable incomes. Natura l l y ,  they add-up t o  the  

Disposable Na t iona l  Income i n  the l a s t  column. This  equals the  Gross N a t i o n a l  

Product p l u s  t h t  ne t  non-factor rece ip ts (12)  from thc r e s t  o f  the world. 

This completes our d iscuss ion  o f  the tabu la r  representa t ion  of the scheme of 

f i g u r e  1: the  d e s c r i p t  i o n  of the product i o n  process, expendi t u r e  and income 

d i s t r i b u t i o n ,  I t  is, however, u s e f u l  t o  i n d i c a t e  b r i e f  l y  how the scheme can be 

extended t o  cap i ta1  accounts. We r e s t r i c t  t h i s  extension t o  a  s t y l i z e d  c a p i t a 1  

f inance account. To t h i s  end we show, i n  row 37, the values of  s e c t o r a l  

savings, obta ined by s u b t r a c t i n g  the s e c t o r a l  consumption t o t a l s  g iven i n  row 7 

f rom the sec to ra l  d isposable incone. The r e s u l t i n g  savings are, of course, 



i tems in  the f inance o f  (gross) accumulation. Cross accumulation i s  then shown 

i n  rows 41-43, Assumi ng zero-valued purchases of land and i n t a n g i b  Ce assets, 

gross  cumulat at ion cons i s t s  o f  the s e c t o r a l  changes i n  stocks, recorded i n  row 

7, investment, a l so  shown i n  row 7, and n e t  lending, which i s  ca l cu la ted  as a 

res idual .  This should s u f f i c e  t o  demonstrate t h a t  the whole o f  the s e c t o r a l  

income a d  ou t l ay  accounts and cap i ta1  f inance accounts can be shown i n  d e t a i l  

i n  the s e c t o r a l  columns k through u. 

3.3 The compi l a t i o n  o f  the  core, 

The f i n a l  expendi ture ma t r i x  and the generat ion of value added mat r ix  con ta in  

the  essen t i a l  new in fo rma t ion  v i s  h v i s  the  1968 SNA.  Therefore some 

a t t e n t i o n  should be g iven t o  t h e i r  method of compi l a t i on .  

The product i o n  - f i n a l  expendi t u r e  - genera t ion  of va lue added b lock  of the 

core i s  b a s i c a l l y  a t runcated th ree  dimensional system, the  th ree  dimensions 

be ing  sectors, commodities and a c t i v i t i e s .  However, na t  a l 1  i n fo rma t ion  i n  the 

most general system conceivable i s  u s e f u l  o r  necessary. I n  fact, only  a f a i r l y  

l i m i t e d  p a r t  o f  the systes needs t o  be compiled. Essent ia l ly ,  i t s  compi l a t i o n  

i s  a three-stage process, I n  the f i r s t  stage, 'unbalanced' i n fo rma t ion  i s  

c o l l e c t e d  f o r  each of the sectors. Consider one of the e n t e r p r i s e  sectors, say 

i. For t h i s  sec tor  we may c o l l e c t  an 'absorp t ion  t a b l e '  as i n  f i g u r e  2 and a 

s i m i l a r  commoditiy x a c t i v i t y  make tab le .  These tab les  can be f i l l e d  w i t h  

i n fo rma t ion  from p roduc t i on  surveys o f  the establ ishment (13). The opa ra t i ng  

surplus t o  be inc luded i n  the unbalanced absorp t ion  t a b l e  i s  the one r e s u l t i n g  

from the combination o f  the remainder of the absorpt ion t a b l e  w i t h  the make 

table. The on ly  t n i l y  nove l  i n fo rma t ion  requ i red  t o  do so i s  a l a b e l l i n g  o f  

establ ishments according t o  the sec tor  of the en te rp r i se  t o  which they belonc. 

Natura l ly ,  the i n fo rma t ion  used t o  f i l l - i n  f i g u r e  Z and the corresponding make 

t a b l e  i s  on ly  unbalanced i n  the sense t h a t  no system-wide commodity ba lanc ing  

has been achieved. But the i n fo rma t ion  must be homogenized, i n  the sense of 

un i fo rm v a l u a t i o n  o f  commodities and stocks; un i fo rm not  on ly  across the 

establ ishments belonging t o  en te rp r i ses  of sector  i but across a l  l 

estab!ishments i n  the economy. Moreover, the i n fo rma t ion  must be complete i n  

t he  sense t h a t  a l 1  establ ishments are  covered; thus i f  establ ishments are no t  - 
observed d i r e c t l y ,  the i n fo rma t ion  on them must be est imated u s i n g  what p a r t i a l  

i n f o m a t i o n  i s  avai lab le.  



Establ ishments belonging t o  A l 1  estab l ishments belonging 

en te rp r i ses  o f  sec tor  i, t o  en te rp r i ses  of sec to r  i. 

c l a s s i f  i e d  according t o  the 

a c t i v i t y  o f  the establ ishment 

A c t i v i t y  1, .,., a Investment change 

i n  stocks. 

C omponen t s  of 

value added 

Figure 2, Unbalanced absorp t ion  t a b l e  f o r  en te rp r i se  sec tor  i .  

For household sec tors  a consumption column must be added, t o  be f i l l e d  by 

means o f  expendi t u r e  i n fo rma t ion  f rom, e.g.., budget surveys. For household 

sectors wi thout  unincorporated en te rp r i ses  t h i s  consurtption column i s  a l 1  

in fo rmat ion  required, whereas f o r  sectors of househotds w i t h  an unincorporated 

en te rp r i se  complete absorp t ion  and make tab les  are t o  be compiled as wei l .  For 

government sectors the tab les  are completely analogous t o  those of the sectors 

o f  households w i t h  an unincorporated enterpr ise .  F ina l l y ,  rows f o r  the imports  

and exports of commodi t i e s  - valued a t  the  Same un i fo rm p r i c e s  employed i n  the 

make and use mat r ices  (except, o f  course, f o r  margins) must be compiled. 

The second stage o f  the compi l a t  i o n  o f  the product  i o d e x p e n d i  t u r e /  

generat ion of value added b lock  o f  the core i s  the system-wide balancing. To 

t h i s  end, the f i r s t - s t a g e  make and absorpt ion tab les  o f  a l 1  sectors are added- 

up; consumption of the government sectors is, o f  course, t o  be kept  apar t  from 

t h a t  o f  the households. U i t h  the r e s u l t i n g  system-wide make and absorp t ion  

tab les  ( i n  which the a c t i v i t i e s  and commodities are, o f  course, no t  - 
aggregatedl the usua l  ba lanc ing  procedure i s  fol lowed, O f  course t h i s  process 

yields, i.a., an opera t in9  surp lus  f o r  each a c t i v i t y .  



Next comes the t h i  r d  stage. Here the ba lanc ing  co r rec t i ons  have t o  be 

disaggregated by sector.  However, there  i s  no need t o  do t h i s  f o r  a l 1  the  

elements of the make and absorp t ion  tables:  i n  the  core on ly  the f i n a l  

expenditure b lock and t h e  pr imary i npu t  b lock are broken down by sectors. 

Consequent l y  i t  s u f f i  ces t o  ca l c u  l a t e  f o r  each sec tor  cor rec ted  data on: 

- the categor ies of f i n a l  expendi ture, by commodi ty; 

- t o t a l  p roduct ion  and t o t  a l  in te rmed ia te  use, by a c t i v i  ty; 

- the components o f  value added, by a c t i v i t y .  

This  procedure i s  the s imp les t  way t o  o b t a i n  the product ion/expendi t u r e /  

oenerat ion o f  value added b lock  of the  core. The on ly  t n t e l y  nove l  i n f o r m a t i o n  - 
nove l  when compared w i t h  the t r a d i t i o n a l  commodity f low method - required, i s  

the s e c t o r a l  l abe l s  of establishment. W i  t h  adequate computeri z a t i o n  o f  

s t a t i s t i c a 1  o f f i c e s  and a welt-run up t o  date r e g i s t e r  t h i s  should no t  be 

d i f f i c u l t .  I f  a r e g i s t e r  i s  absent o r  inadequate, however, the  l inkage may be 

estimated, us ing  sampling techniaues. 

The sector  by sec tor  d i s t r i b u t i o n  o f  va lue added mat r ix  can be f i l l e d - i n  as 

soon as the generat ion o f  value added ma t r i x  has been compi led. Only one 

important  new p iece of i n fo rma t ion  i s  required: the  breakdown o f  the 

compensation o f  employees according t o  the sector  o f  des t ina t ion .  Natura l l y ,  

t h i s  in fo rmat ion  i s  reau i red  on ly  i f  more than one household sec tor  i s  

introduced. The breakdown can only  be achieved employing income data, e.g., 

f i s c a l  data. Thus the commodity f low method has t o  be supplemented u i t h  income 

data, whereas w i thou t  d isaggregat ion  income data on households are no t  

necessary t o  complete na t iona l accounts. 

The income d i s t r i b u t i o n  b lock can be compiled i n  a s t r a i g h t f o r w a r d  way, the 

only  d i f f e r e n c e  w i t h  the t r a d i t i o n a l  commodity-f low method of compi l i n g  

n a t i o n a l  accounts being the l e v e l  o f  d e t a i l  requ i red  by the i n t r o d u c t i o n  o f  

f iner-gra ined sector ing.  

3.4 Extension of the commodity f l o u  method. 

One of the great  advantages of the core as developed i n  sec t ions  3.1 and 3.2 i s  

t h a t  i t s  adopt ion w i l 1  make i t  poss ib le  t o  improve the a u a l i t y  of the n a t i o n a l  

account ing data very considerably. This  i s  because w i t h i n  the  core framework i t  

u i l 1  f o r  the f i r s t  t ime become poss ib le  t o  combine a l 1  th ree  methods f o r  

measuring n a t i o n a l  income a t  a v e r -  disagoregate l eve l :  the output, expendi ture 



output  and expendi t u r e  methods, the  commodity f low method, was the most 

r e l i a b l e  way of es t ima t ing  the  Gross Domestic Product. On the  o ther  hand, if 

the choice i s  between the  output, expendi t u r e  and income methods as such - 
u i t h o u t  combining - the income method i s  o f t e n  regarded as the best  opt ion. 

Therefore i t  would be very u s e f u l  i f  the commodity f low and income methods 

could be in tegrated.  

I f  the commodity f l ow  method i s  followed, i t  y i e l d s  the Gross Domestic 

Product; then income data are  used on ly  t o  subdivide t h i s  i n t o  i t s  s e c t o r a l  and 

income components. Th is  i s  the s imp les t  way t o  compile the core; f o r  t h i s  

reason we descr ibed t h i s  method i n  s e c t i o n  3.3. However, i t  i s  a l s0  p o s s i b l e  t 0  

i n t e c r a t e  the commodity f low and income methods more completely; or, more 

precise, t o  i n t e g r a t e  establ ishment-derived data w i t h  en terpr ise-der ived data. 

Consider the  unbalanced t a b l e  descr ibed i n  f i g u r e  2. This t a b l e  prov ides 

i n fo rma t ion  f o r  e n t e r p r i s e  sec to r  i b u t  i s  based on i n fo rma t ion  obta ined from 

establishments. As a conseauence, the  i n fo rma t ion  i n  i t  i s  - a t  l e a s t  t o  a 

considerable ex ten t  - independent of the i n f  ormat i o n  on t h i s  e n t e r p r i s e  sec to r  

t h a t  can be obta ined from enterpr ises .  Therefore a con f ron ta t i on  o f  the . 

i n fo rma t ion  i n  f i g u r e  2 w i t h  s i m i l a r  en terpr ise-der ived i n fo rma t ion  i s  use fu l .  

I n  pa r t i cu la r ,  t h i s  c o n f r o n t a t i o n  i s  poss ib le  f o r  the components o f  va lue added 

and f o r  investments. 

For compensation of employees and investments the  con f ron ta t i on  i s  

s t ra igh t fo rward :  t he re  are no conceptual d i f  ferences between estab l ishment- 

der ived data and enterpr ise-der ived data on them. Therefore d i f f e rences  between 

the  est imates f o r  e n t e r p r i s e  sec tor  i as a whole based on the  two d i f f e r e n t  

sources are s t a t i s t i c a 1  d i f fe rences only; and conseauentty, the discrepances 

may be used as c o n t r o l  i n fo rma t ion  i n  the next stage of. the compi kation, t h e  

system-wide balancing. 

The comparison between the opera t ing  surplusses der ived f rom the two 

a l t e r n a t i v e  sources i s  the cornerstone o f  the extension of the commodity f l o u  

method. I n  f i g u r e  2, the opera t ing  surp lus i s  ca l cu la ted  as the differente 

between the product ion  and the costs of the establ ishments belonging t o  t h e  

en terpr ises  o f  e n t e r p r i s e  sec tor  i. An independent est imate o f  t h i s  s e c t o r a l  

opera t ing  surp lus can be obta ined from the p r o f i t  and loss accounts o f  the 

en te rp r i ses  o f  the sector. The basic  procedure i s  . t o  s t a r t  w i t h  a f t e r  t ax  

p r o f i t s ,  add d i r e c t  (en te rp r i se )  taxes, ne t  i n t e r e s t  payments and the o the r  
:---e -L..-- A- &L- :----A .G-+..<h..+<n- -..-n..-+- +.. -h+*<-  3 -..,,d,, ae+<".-ta A+ 



gross opera t ing  surplus. Next a number of conceptual d i f fe rences w i t h  the 

n a t i o n a l  account ing opera t ing  surp lus  have t o  be corrected. Most of them can be 

achieved us ing  j u s t  the  prof: t and loss  accounts of the enterpr ises.  An 

important example of a conceptual d i f f e r e n c e  t h a t  can be cor rec ted  t h i s  way i s  

the addi t i o n  t o  contingency reserves. A f t e r  these cor rec t  ions  a s e c t o r a l  

operat i n g  surp lus resu l t s  t h a t  i s conceptual l y  equivalent  t o  t he estab l ishment- 

der ived one except f o r  one major d i f f e rence :  the  under l y ing  chanoe i n  the  value 

o f  stocks. I t  i s  p r e c i s e l y  w i t h  respect  t o  t h i s  conceptual d i f f e r e n c e  t h a t  t he  

proposed s t r u c t u r e  o f  the core i s  most he lp fu l .  

The cause o f  the conceptual d i f f e r e n c e  i s  a d i f f e r e n c e  i n  the v a l u a t i o n  of 

stocks between nat  i o n a l  accounts and e n t e r p r i s e  accounts and ba lances. The 

l a t t e r  employ a number of d i f f e r e n t  systems t o  r e c a l c u l a t e  the  value o f  i n i t i a 1  

stocks and t o  c a l c u l a t e  the  end-of-year value; i n  case o f  n a t i o n a l  accounts 

changes i n  stocks are valued a t  the average market p r i c e s  du r ing  the  year. The 

l a t t e r  calcu l a t i o n  is, t o  a considerable degree, based on va l u a t i o n  o f  changes 

i n  the  q u a n t i t i e s  of the  products he ld  i n  stock. This  q u a n t i t y  i n fo rma t ion  i s  

ava i l ab le  on the  establ ishment  l e v e l  (i.e. i n  p roduct ion  surveys) b u t  no t  i n  

the en te rp r i se  accounts. Hence, the opera t ing  surp lus der ived from the l a t t e r  

cannot be easi  l y  cor rec ted  f o r  d i f f e rences  i n  va luat ion.  However, the s e c t o r a l  

change i n  stocks can be ca l cu la ted  from establ ishment data, as i s  done i n  the  

absorpt i o n  tab l e  i n  f i g u r e  2. As a consequence, the estab lishment-based 

s e c t o r a l  opera t ing  surp lus can be reca l cu la ted  net  o f  change i n  stocks. The - 
same app l ies  t o  the  enterpr ise-based opera t ing  surplus, where the  r e c a l c u l a t i o n  

ne t  of change i n  stocks i s  done us ing  en te rp r i se  data only. Thus an ope ra t i ng  - 
surplus ne t  of.change i n  s tocks i s  obta ined independently from both sources. 

The d i f fe rence betueen the  tuo  f o r  t he  sec tor  as a whole can be employed as a 

c o n t r o l  v a r i a b l e  i n  the system-wide balancing. Natura l l y ,  a f t e r  the system-wide 

balancino the r e s u l t i n g  opera t ing  surplusses have t o  be ad jus ted  acain, i n  

order  t o  inc lude the change i n  s tocks once more. 

This  way of i n t e g r a t i n a  the  commodity f l o u  method w i t h  income method data 

can be extended fu r the r .  I n  the  process o f  compi la t ion,  a l 1  en te rp r i ses  i n  each 

e n t e r p r i  se sec tor  may be broken down i n  two o rwps :  s ingle-establ ishment  

en terpr ises  and mul t i -estab li shment enterpr ises.  For the former, a one-to-one 

correspondence w i t h  the  a c t i v i t y  c l a s s i f i c a t i o n  can be achieved. Hence the  

income method opera t ing  surp lus  f o r  t h i s  p a r t  of  each sec tor  can be compared 

d i rec t l y ,  f o r  each a c t i v i t y ,  w i t h  the commodity f low w e r a t i n g  surplus. Th is  

again strengthens the s t a t i s t i c a 1  process considerably. 



4, Contents of the core 

4.1 The basic  view o f  the economic system. 

I n  sec t i on  2 we i n d i c a t e d  t h a t  the core should be an i n t e g r a t e d  neso-system and 

t h a t  t h i s  imp l ies  t h a t  input -ou tput  data must be i n t e a r a t e d  i n  the system. Thus 

i n  t h i s  sense the core requ i res  more i n t e g r a t i o n  than the celebrated i n t e g r a t e d  

economi c accounts of the  Ruggleses (1982). A major c r i t i c i  sm o f  these accounts 

was t h a t  they represented on ly  a p a r t i a l  i n t e g r a t i o n  because they d i d  no t  so lve 

the problem of l i n k i n g  the  estab li shment-based product  i o n  system w i  t h  the 

enterpr ise-based income d i s t r i b u t i o n  system, Thus Carson and Jasz i  (1982) 

conclude: 'The i n t e g r a t e d  economic accounts f. .,l cannot be f u l  l y  evaluated as 

an i n teg ra ted  system w i thou t  knowing hou the obstac les t h a t  a r i s e  because of 

t he  establ ishment- f i rm dichotomy are t o  be dea l t  w i t h '  (p, 57). 

The core-st ructure solves t h i s  problem, a t  l eas t  i n  concept, by the  

i n t r o d u c t i o n  o f  the genera t ion  o f  value added matrix, the breakdown of f i n a l  

commodity demand by i n s t i t u t i o n a l  sec tors  and the  i n t r o d u c t i o n  of the  

d i s t r i b u t i o n  o f  va lue added matr ix.  

By so l v inq  the dual  sec to r i ng  problem, the core res tores  t o  i t s  proper  

centra1 p o s i t i o n  the most bas ic  n a t i o n a l  accounting n o t i o n  o f  them alk :  the  

' i d e n t i t y '  o f  production, income and expenditure. Only t h i s  t ime t h i s  n o t i o n  i s  

app l ied  a t  the meso leve l ,  Put succ inc t l y :  the core shows t h a t  p roduct ion  i s  

what generates income, t h a t  t he  d i s t r i b u t e d  income i s  what generates 

expenditure and t h a t  expendi t u r e  on commodities i s  what l i n k s  the  f lows back t o  

product ion. This e s s e n t i a l l y  simple scheme of c i r c u l a r  f lows was obfuscated by 

the complexi t ies generated i n  the  1968 SNA as a consequence of the f a i  l u r e  t o  

remove the  'obs tac les  t h a t  a r i s e  because o f  the est3bl ishment- f i rm dichotomy'. 

By r e t u r n i n g  t o  t h i s  scheme, the  system as a whole becomes understandable t o  

a f a r  wider  group than j u s t  t he  few hundred ( i f  there are so many) n a t i o n a l  

account ing exper ts  t h a t  may c la im  t o  understand the  1968 SNA as a whole. 

The core has been e x p l i c i  t l y  designed as a meso system. This means i n  

p a r t i c u l a r  t h a t  sectors, indus t r ies ,  commodity g rwp ings ,  g r w p i n g s  o f  

t ransac t ions  and so on can be d isaggregated w i thout  any impact on the t o t a l s .  

I n  the income and ou t l ay  accounts and the  cap i ta1  accounts of t he  1968 SNA t h i s  

i s  not t r u e  because these con ta in  only  i n t e r s e c t o r a l  f lows and, hence, 

consol idat ions, In  the core srheme, i n  contrast,  a l 1  f l o u s  are g iven as the  



t o t a l  rece ip t s  and payments o f  t r ansac to rs  i n  the sectors. As a consequente, 

d isaggregat ion simply d e t a i l s  the da ta  o f  a more aggregate version, b u t  does 

no t  blow-up the to ta l s .  This  g r e a t l y  c l a r i f i e s  the l inkage w i t h  s p e c i a l i z e d  

s t a t i s t i c s .  For example, t he  issue o f  whether s o c i a l  s e c u r i t y  funds should be 

consol idated w i t h  general  government, as i n  IMF's Government Finance S t a t i s t i c s  

(GFS), o r  deconsolidated, as i n  1968 SNA, vanishes i n t o  t h i n  a i r :  g i ven  the  

core, the on ly  t h i n g  needed t o  l ink -up  w i t h  GFS i s  t o  show separate ly  i n  a 

l inkage module the s e c t o r a l  d e s t i n a t i o n  o f  income d i s t r i b u t i o n  payments and the  

s e c t o r a l  o r i g i n  of income d i s t r i b u t i o n  receipts .  The GFS then i s  simply a more 

d e t a i l e d  ana lys is  o f  a p a r t  o f  these flows. 

4.2 C l a s s i f i c a t i o n s  i n  the core. 

A c r u c i a l  element i n  the desion o f  an adeauate meso system i s  the d c f i n i t i o n  o f  

t he  re levant  classes o f  t ransac to rs  and items. There are severa l  aspects t 0  

th is .  I n  any c l a s s i f i c a t i o n ,  two bas ic  issues are which u n i t s  a re  t o  be 

c l a s s i f i e d  and w i t h  respect  t o  which c h a r a c t e r i s t i c s  homogeneity has t 0  be 

achieved. 00th have t o  be decided from the perspect ive  o f  the process f o r  which 

the c l a s s i f i c a t i o n  i s  designed. With these basics i n  mind, severa l  d e l i n e a t i o n s  

of c l a s s i f i c a t i o n s  i n  the core may be discussed. 

We already devoted a l o t  o f  a t t e n t i o n  t o  the d i f f e rences  between an a c t i v i t y  

c l a s s i f i c a t i o n  and a sector  c l a s s i f i c a t i o n .  The former i s  desianed from the 

perspect ive  of the p roduc t i on  proces, the  l a t t e r  from t h a t  of the income d i s t r i -  

b u t i o n  and o f  the cap i ta1  f inance process. Hence a d i f f e rence  i n  u n i t s  

(establishments/enterpri  s e s l  and i n  c h a r a c t e r i s t i  CS t o  be homogenized. There 

is, however, a l s o  a d i f f e r e n c e  i n  the  c l a s s i f i c a t i o n  o f  a c t i v i t i e s  and 

commodities. I n  the l a t t e r  case the  u n i t s  t o  be c l a s s i f i e d  are goods and 

services. Though these too  have t o  be c l a s s i f i e d  from the perspect ive  of the  

p roduc t i on  process, l i k e  establishments, o the r  perspect ives p l a y  a r o l e  as 

wel L: f o r e i g n  trade, consumption, investment. Theref ore, the def i n i  t i o n  of 

commodities as the c h a r a c t e r i s t i c  outputs o f  a c t i v i t i e s  i s  inadequate: t h i s  i s  

a pu re l y  p roduct ion  process-or iented c l a s s i f  i ca t ion  i ns tead  of the more general  

one t h a t  i s  needed i n  an i n t e g r a t e d  system. Therefore, i n  the rev ised SNA, the 

commodity c l a s s i f i c a t i o n  should be less l i k e  t h e  I S I C  and more l i k e  the  

SITC. ( l 4 )  Put succ inc t l y :  we need a Standard I n t e r n a t i o n a l  Commodity 

C l a s s i f i c a t i o n  which can be used both  t o  c l a s s i f y  i n t e r n a t i o n a l  t rade and the 



i n te rmed ia te  i npu ts  and outputs  i n  t h e  use and make matrices, i n c l u d i n g  the  

de l i ve r i  es t o  f i na l demand. (15) 

Another differente i n  c l a s s i f i c a t i o n s  t h a t  needs emphasis i s  t h a t  between 

the product ion  f a c t o r  labour and groups o f  households. Labour i s  present  i n  

the  core i n  the form o f  compensation o f  employees. C l a s s i f i c a t i o n  of the l a t t e r  

must be achieved from the  perspect ive  o f  the product ion  process. The u n i t s  t 0  

be c l a s s i  f i e d  are  compensations f o r  d i  f f e r e n t  types of labour services. These 

are t o  be homogenized w i t h  respect t o  c h a r a c t e r i s t i c s  t h a t  are re levan t  f o r  

t h e i r  r o l e  as inputs. Households, i n  contrast, are present  i n  the form o f  

i n s t i t u t i o n a l  sectors, These are t o  be c l a s s i f i e d  from the perspect ive  of 

income d i s t r i b u t i o n ,  expenditure, c a p i t a 1  finance. Here the  u n i t s  t o  be 

c l a s s i f i e d  are d i f f e r e n t  types o f  households. They are t o  be homogenized w i t h  

respect t o  socio-econmic cha rac te r i s t i cs .  The generat i o n  o f  value added ma t r i x  

then shows hou much each a c t i v i t y  uses o f  each type o f  labour, uhereas the  

d i s t r i b u t i o n  o f  value added ma t r i x  shows hou much o f  each type o f  ' l abou r  

serv ice  i s  rendered by each socio-economic oroup of households. I n  t h i s  

respect, the d i s t r i b u t i o n  of va lue added ma t r i x  p lays  the Same r o l e  i n  l i n k i n g  

types o f  households t o  types o f  labour serv ices  t h a t  the generat ion of va lue 

added ma t r i x  p lays  i n  l i n k i n g  e n t e r p r i s e  sectors t o  a c t i v i  t i es .  

An a l t oge the r  d i f f e r e n t  i ssue i s  the  l e v e l  of d e t a i l  t h a t  should be i nc luded  

as an i n t e r n a t i o n a l  standard i n  the core. The basic  approach would be t o  agree 

on both a minimum l e v e l  and a more extended recommended c l a s s i f i c a t i o n .  The 

requ i red  minimum l e v e l  o f  deai l cao be approached from severa l  p o i n t s  o f  view: 

the  minimum l e v e l  a t  which 4 ,n ternat iona l  comparabi li t y  i s  desi  red, the minimum 

l e v e l  requ i red  from an a n a l y t i c a 1  p o i n t  o f  view, and so on. From these p o i n t s  

o f  view a somewhat more e labora te  d e t a i l i n g  o f  sectors, p a r t i c u l a r l y  

en terpr ises  and households, than i n  the 1968 SNA seem appropriate. 

But there  i s  another p o i n t  o f  view t h a t  should p lay  an important  p a r t  i n  

determin ing the m i n i m u m  l e v e l  of d e t a i l .  This  i s  the  p o i n t  o f  view o f  the  

f l e x i b i  l i t y  t h a t  the core should lend t o  t h e  SNA . Consider t he  example o f  

sectors. I n  sec t i on  3 we c a r e f u l l y  avoided the word 'subsectors' ,  because 

designat ing a grouping o f  t ransac to rs  as a subsector imp l i es  d e f i n i t i o n  of t h e  

parent  sectors. And the d e l i n e a t i o n  o f  sectors i s  p r e c i s e l y  what generates so 

much debate among n a t i o n a l  accountants. Consider p r i v a t e  non -p ro f i t  

i n s t i t u t i o n s  working f o r  households. No one wants them. Those i n t e r e s t e d  i n  

households do no t  want them i n  the  household sector, because they s p o i l  t he  

micro-macro l inkage f o r  t h a t  sector.  Those i n t e r e s t e d  i n  e n t e m r i s e s  do no t  



want them there, because they spoi l the l inkage f o r  t h a t  sector.  And a l o t  o f  

o ther  t h i n ç s  as wel l .  Therefore, the  core should, as 1968 S N A ,  leave them as a 

separate sector. But the  Same reasoning app l ies  t o  o the r  groups of 

transactors. Households w i t h  an unincorporated e n t e r p r i s e  are an example, as 

wel1 as, i n  the Un i ted  States, members o f  the Armed Forces and the 

i n s t i t u t i o n a l  popu la t i on  o f  which Carson and J a s z i  (1982)  p o i n t  out t h a t  they, 

too, spoi l the m i  cro-macro li nkage f o r  households. 

These examples should s u f f i c e  t o  demonstrate t h a t  a c e r t a i n  minimum l e v e l  of 

d e t a i l  i s  no t  on ly  necessary f o r  a n a l y t i c a 1  purposes, b u t  a l so  f o r  

f l e x i b i l i t y .  Aoreover, i t  seems easy t o  achieve consensus on sec to r i ng  from 

t h i s  p o i n t  of view. To a considerable degree, the i n v e n t o r i e s  of controvers i a 1  

groups o f  t ransac tors  t h a t  have been drawn-up are  the consensus minimum l i s t .  

Natura l ly ,  t h i s  leaves some problems open. Not a l 1  c w n t r i e s  w i l l  be able t o  

p rov ide  separate data on, e.g., unincorporated enterpr ises,  the i n s t i  t u t i o n a l  

population, p r i v a t e  n o n - p r o f i t  i n s t i t u t i o n s .  But the f a c t  t h a t  count r ies  cannot 

show them separate ly  i s  no reason t o  g i ve  them an i n t e r n a t i o n a l  g u i d e l i n e  

saying t h a t  they should not  do co. 

4.3 The product ion  boundary and the  r o u t i n g  of t ransact ions.  

Our p o i n t  o f  departure u i t h  respect t o  the core was t h a t  i t  should be an 

i n s t i  t u t i o n a l  system: a product ion  boundary determined by market t ransac t i ons  

and record ing  r u l e s  based on the t r a c i n g  o f  ac tua l  money flows. I n  s e c t i o n  3 we 

avoided these issues, as the  synopt ic  s t r u c t u r e  developed there  i s  equat ly  wet[- 

su i  t ed  t o  any o the r  product i o n  bcundary and t o  any treatment o f  speci f  i c  groups 

of t ransact ions.  I n  t h i s  sense, t he  s t r u c t u r e  i s  independent of the content. 

But, as argued i n  o ther  papers, the core w i l l  have i t s  g rea tes t  a n a l y t i c a l  use 

and w i l l  achieve the  greates t  f l e x i b i l i t y  i f  i t  i s  s t r i c t l y  i n s t i t u t i o n a l .  

With respect t o  the treatment o f  t ransac t  ions, ' i n s t i  t u t i o n a l  ' means t h a t  

money f lows are the  ya rds t i ck :  t h e  p roduc t i on  bcundary i s  determined by market 

p roduct ion  and the  r o u t i n g  o f  f lows conforms t o  the money flows. Here market 

p roduct ion  i s  de f ined as a l 1  p roduct ion  t h a t  i s  s o l d  i n  the  market, p l u s  a l 1  

p roduct ion  t h a t  i s  not  sold, b u t  does lead t o  a monetary remuneration of the - 
produc t i on  fac to rs  invo lved i n  i t s  product ion. Imputat ions then are monetary 

va lua t ions  o f  p roduct ion  beyond t h i s  p roduct ion  boundary. This concept of 

market p roduct ion  has caused some debate. Carson and Jaszi  (1982, p. 59 )  

already i n d i c a t e d  t h a t  the d e f i n i t i o n  o f  imputa t ions  (and hence of the  



produc t i on  baindary) was no t  c learcu t :  ' f u r t h e r  work on the sub jec t  - i n c l u d i n g  

going back t o  the  bas ics  of d e f i n i n g  imputa t ion  - would be des i rab le ' .  Our 

d e f i n i t i o n  o f  'market p roduc t i on '  as a l 1  p roduct ion  t h a t  leads t o  a monetary 

remuneration o f  the product iot , .  f a c t o r s  i nvo l ved  i s  f a r  more comprehensive than 

the  one g iven by e.g., LU tze l  (1985): we inc lude l o t  o f  p roduc t i on  t h a t  i s  

no t  s o l d  i n  the market bu t  t h a t  does lead t o  monetary remunerations of 

factors. Examp l e s  are government services, banki ng serv ices ( t h e  banki na 

' imputa t ion '  thus i s  no t  an imputation), p roduct ion  o f  own-account investment 

goods c a r r i e d  out  by employees t h a t  are p a i d  wages and f o r  which i npu ts  are 

bought. Actual ly ,  our d e f i n i t i o n  removes j u s t  th ree  major i tems from the 1968 

SNA: product  i o n  o f  serv ices  by owner-occupied duel  li ngs, subsis tence pr imary  

product ion  and processing, and compensation o f  employees i n  kind. This way, 

on ly  non-market p roduc t i on  by households i s  t e f t  cut  of the  core. Th is  i s  the  

p a r t  o f  1968 SNA product ion  t h a t  has no d i r e c t  l inkage t o  money f lous. As a 

consequence, the core i s  more u s e f u l  i n  analys ing the  impact o f  changes i n  

va r iab les  t h a t  are l i n k e d  t o  money. To prov ide  an important  example: consider  a - 
developing country w i t h  a s u b s t a n t i a l  subsistence product ion. The l a t t e r  i s  

f a i r l y  independent o f  e.g. p r i c e s  on the  wor ld  market, exchange rates, taxes, 

gove rnment expendi t w e .  Nou suppose t h a t  the governmnt pursues ant  i- 

i n f l a t i o n a r y  polities. P r e d i c t i n g  t h e i r  e f f e c t s  on ou tput  us ing  the 1963 StJA 

data w i  l 1  y i e l d  whol ly  i n c o r r e c t  resu l ts ;  whereas the  proposed core would be 

wel l - su i  t ed  f o r  such purposes. 

I n  a rxirnber of cases the 1968 SNA does not f o l l o w  the r o u t i n g  of money f lows 

i n  i t s  record ing  of t ransact ions,  but  records them between o ther  t ransactors;  

t h a t  is, a t t r i b u t i o n s  are made. The d e l i n e a t i o n  between imputat ions and 

a t t r i b u t i o n s  i s  simply t h a t  the  former r a i s e  GDP whereas the l a t t e r  do not.  I t  

i s  not  necessary t o  d iscuss the a t t r i b u t i o n s  o f  the 1968 SNA t h a t  should no t  be 

inc luded i n  the core i n  d e t a i l .  For t h i s  we r e f e r  t o  Van Bochove and Van Tuinen 

(1985, 19861 and t o  Ruggles and Ruggles (1985). I n  the  l i g h t  of the former 

paper, the l a t t e r  recas t  t h e i r  e a r l i e r  d e s c r i p t i o n  o f  ' t h e '  household sec tor  i n  

the core-standard modu Ce framework. Thei r def i n i  t i o n  of the contents o f  the 

core as regards the  product  i o n  boundary and the r o u t i n g  o f  t ransac t i ons  

corresponds, w i t h  a few exceptions, w i t h  the  Van 9ochove and Van Tuinen 

proposals. They prov ide  est imates - both  f o r  imputat ions and f o r  a t t r i b u t i o n s  - 
f o r  the impact of the proposals on the USA data  as g iven i n  the Bureau o f  

Economi c Analys i  s N a t i o n a l  Income and Product Accounts. 

Ins tead o f  d iscuss ing  the a t t r i b u t i o n s  again, i t  i s  u s e f u l  t o  consider  an 

examp!e o f  the way t h e i r  removal works out  i n  the synopt ic  s t r u c t u r e  of t h e  
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s e c u r i t y  charges. From the p o i n t  o f  view o f  en te rp r i ses  and a c t i v i t i e s ,  these 

are compensation o f  employees. But hwseho lds  are hard ly  aware of them because 

the money does not  pass t h r w g h  t h e i r  bank accounts, Thus the re  1s a differente 

i n  percept ions. Due t o  the ex is tence o f  bo th  a g e n t r a t i o n  o f  value added ma t r i x  

and a d i s t r i b u t i o n  o f  value added matrix, t h i s  d i f f t r e n c e  i n  percept ions  can 

e a s i l y  be handled i n  the  core. I n  the generat ion o f  value added matrix, the  

items are simply recorded as a p a r t  o f  compensation of employees, perhaps as 

separate sub-items, i n  the a c t i v i t i e s  and sectors where they are  paid. Then i n  

the d i s t r i b u t i o n  o f  value added matrix, the value of the i tems i s  recorded 

d i r e c t l y  as a r e c e i p t  of the  government sector. Thus t h i s  p a r t  of the  

compensation of employees does not  f l o u  t o  the  household sec tor  and does not  

spoi l t h e i r  accounts. This, too, i s  a simple and eas i  l y  comprehensible 

treatment. I t  leaves a l  l e s s e n t i a l  in fo rmat  i o n  i n  the core whi l e  y e t  p r o v i d i n g  

p i c t u r e s  o f  both en te rp r i ses '  (and government's) p roduct ion  accounts and 

households' income accounts t h a t  harmonize u i t h  each sec to r ' s  own percept ions, 



5 .  The two standard modules o f  the cent ra1  system 

I n  the Van Eochove and Ploem (1985, 1986) paper, two standard modules are 

proposed as a complement t o  the  core. The f i r s t  one describes non-market 

production, hence extending the  s t r i c t  p roduct ion  boundary of the core. The 

second re laxes  the s t r i c t  t ransac to f - t ransac t ion  p r i n c i p l e  of the  core by 

desc r ib ing  a t t r i b u t i o n s .  The purpose o f  the present s e c t i o n  i s  t o  show what the  

two standard modules look l i ke .  

5.1 The standard imputat ions module 

The d i s t i n c t i v e  fea tu re  o f  imputa t ions  i s  t h a t  they add t o  the value added o f  

the economy as descr ibed i n  the core. There e x i s t  two bas ic  types of 

imputat ions. 

i> Imputat ions o f  household product ion. The two standard examples i n  1968 

SNA are owner-occupied dwe l l i ngs  and subsistence pr imary product ion  and 

processing. I n  addit ion, some important new imputat ions could be added, 

e i t h e r  i n  the standard module or, as the  R u ~ g l e s e s  (1985) propose, i n  an 

extended module: dooi t -yourse l f  a c t i v i  t ies,  serv ices  produced by consumer 

durables, and so on. 

ii) Imputat ions of e n t e r p r i s e  and goverment  product ion.  Here the  standard 

example i n  1968 SNA i s  compensation i n  k i n d  of employees. I n  the standard 

imputat ions module of the core i t  seems use fu l  t o  adopt a p a r t  of P ê t r e ' s  

proposals and add some i tems o f  in te rmed ia te  consumption t h a t  may be 

considered as f i n a i  i n d i v i d u a l  consump t ion, Forma1 ly, these are equ iva len t  

t o  compensation o f  employees i n  kind, 

80 th  types of imputa t ion  have i n  common t h a t  they occur only  i n  the upper p a r t  

of the core: the production/expenditure/generation and d i s t r i b u t i o n  o f  va lue 

added block. They do no t  a l t e r  t he  income d i s t r i b u t i o n  block. Therefore the  

genera1 scheme o f  the  imputat ions module i s  analogous t o  t h a t  o f  the upper 

b locks  of the core, We show the tayout f o r  the f i r s t  category o f  

imputations(16); t he  bas ic  i n f o r m a t i o n  cons is ts  of:  

i 1 The value o f  nonmarket  product  i o n  ('make'), speci f i e d  by a c t i v i t y ,  - 
commodity and the haisehold sec tor  i n  which the a c t i v i t y  occurs; 



iil The value of the commodities t h a t  the core records as f i n a l  consumption bu t  

t h a t  i n  the imputat ions module should be r e c l a s s i f i e d  as i n te rmed ia te  

use. An example i s  p a i n t  bought by house-owners. - 
The genera1 layout  o f  these items of bas ic  i n fo rma t ion  i s  g iven i n  f i g u r e  

3 f o r  one of the household sectors, This  module s p e c i f i e s  f o r  each of the non- 

market p roduc t i on  a c t i v i t i e s  the  make and use by commodi ty. The module conta ins  

one component of va lue added: ope ra t i ng  surplus, q u a 1  t o  make less use, Th is  

operat ing surpCus and the compensation i n  k i n d  i n  the  second type o f  module 

together  represent addi t i o n s  t o  GDP v i s  A v i s  the core CDP. If only the  th ree  

1968 SNA imputat ions are  covered, the r e s u l t i n g  GDP i s  t he  1968 SNA GDP. 

Non-market p roduct ive  a c t i v i  t i e s  

1 . . .  n 

Use Make Use Make 

Commodi t i es 

Operat ing Surplus = 
Cont r ibu f  i o n  t o  t o t a l  GDP 

Figure 3. Non-market p roduc t i on  module f o r  a household sector.  



I n  t a b l e  Z we prov ide  an example of the household p roduc t i on  module w i t h i n  

the framework of the  n u m r i c a l  example o f  sec t i on  3.2. The example concerns 

owner-occupied housing, no f u r t h e r  non-market a c t i v i t i e s  are  taken t o  ex i s t .  I n  

the  example the re  are  j u s t  two bas ic  items: use o f  ma te r i a l s  and product ion  of 

Tab l e  2 .  Numeri c a l  example o f  non-market product  i o n  module. 

Commodi t i es 

Owner occupi ed hous i ng 

(A l1  hwseho lds> 

Use Make 

Food 

M a t e r i a l s  

Durab l e s  

Bu i  l d i  ngs 

Hea l th  

Others 

P -P - - - p P P 

Operat ing surp lus  = contr.  t o  GDP. 1 S 

housing services, inc luded i n  the ' o t h e r '  commodities. One i tem i s  not  

included: purchases of new houses by hwseholds. The i r  value i s  inc luded i n  t h e  

core. However, i t  i s  no t  completely c lea rcu t  how the core should record  them. 

To record them i n  the core as though they were hcusehold consumption seems 

far fetched.  Theref o re  we woutd p r e f e r  t o  record them as household investment. 

This  in t roduces a category o f  investments t h a t  are n o t  ' p roduc t i ve '  i n  t h e  

sense of the market p roduc t i on  concepts of the core. This  s o l u t i o n  does not  

seem t o  have any ser ious drawbacks, apar t  from, perhaps, inelegance. 

The two basic  items o f  i n f o r m a t i o n  i n  t ab le  2 cause nany more changes i n  the 

system as a wnole, i f  they woula be incorpora ted  i n  the core. This  i s  

d e ~ o n s t r a t e d  i n  t ab le  3, where the  add i t i ons  and sub t rac t i ons  t h e i r  i n c l u s i o n  

would cause are  shown. Note t h a t  t he  in te rmed ia te  use o f  ma te r i a l s  causes a 

fa11 i n  the f i n a l  consumption o f  mater ia ls .  



5.2 The a t t r i b u t i o n s  module. 

The core i s  based on the  transactor-transact ion p r i n c i p l e :  f lows 

( t ransac t ions)  are recorded between the  t ransac tors  who pay o r  rece ive  the  

money invo lved i n  them. A t t r i b u t i o n s  are re rou t i ngs  o f  these flows, based on a 

p r i n c i p l e  l ike, e.g., the  record ing  o f  t ransac t ions  a t  the benef ic ia ry .  Two 

g r w p s  of a t t r i b u t i o n s  may be d is t inguished.  

1. Rec l a s s i f  i c a t i o n  o f  f i n a l  expendi t u r e  o f  non-hwsehold sec tors  as i n d i v i d u a l  

consumption. Th is  i s  a  category of inc reas ino  importance t h a t  i s  a  sub jec t  

o f  the Pêt re  proposals. Moreover, i t  i s  e s s e n t i a l  f o t  i n t e r n a t i o n a l  

we l fa re  comparisons. I t  should be inc luded i n  the  a t t r i b u t i o n s  module, even 

though the 1968 SNA Lacks t h i s  category of a t t r i b u t i o n s .  

2. A t t r i b u t i o n s  i n  the income d i s t r i b u t i o n  t ransact ions.  The a t t r i b u t i o n  of, 

e.g., the  increase o f  a c t u a r i a l  reserves t o  households i s  one example. For 

reasons o f  c o n t i n u i t y  w i t h  1968 SNA alone t h e i r  i n c t u s i o n  i n  the  

a t t r i b u t  ions module seems warranted. 

A t t r i b u t i o n s  i n  the cent ra1  system do not  a l t e r  the Cross Domestic Product, 

s ince they do not  i n f  luence the product ion, generat ion and d i s t  r i b u t  i o n  of 

value added blocks. Instead, t h e i r  impact i s  r e s t r i c t e d  t o  the expendi t u r e  and 

income d i s t r i b u t i o n  b locks  o f  the core as s h w n  i n  f i g u r e  1. Thus the  

a t t r i b u t i o n s  module can be s t r u c t u r e d  as i n  f i g u r e  4. The second group o f  

a t t r i b u t i o n s  appears i n  the lower p a r t  o f  the module ( the income d i s t r i b u t i o n  

b lock)  only.  The f i r s t  type o f  a t t r i b u t i o n ,  i n  contrast, appears i n  bo th  the  

upper and the lower I n  the upper p a r t  expenditure i s  rec l a s s i f i e d .  Here 

p o s i t i v e  i tems i n  the  household columns are exac t ly  balanced by neoat ive i tems 

i n  the columns f o r  o the r  sectors, The Same items r e t u r n  i n  the income 

d i s t r i b u t i o n  blocks, as r e c e i p t s  o f  the household sectors and payments of o t  her  

sectors, 



Payments Recoipts 

sec tors  sectors 

1 2 .... s 1 2 ...o s  

Commodities 

Categories o f  1 

income d i s t r i b u t i o n  2 

t ransac t  ions 

i d 

Figure 4. A t t r i b u t i o n s  module. 

We once again prov ide  a  numer ica l  example o f  an a t t r i b u t i o n ,  i n  t a b l e  4. The 

example i s  an a t t r i b u t i o n  r e l a t e d  t o  the Pê t re  proposals: i n d i v i d u a l  

consumption of hea l th  serv ices  produced by the government. The on ly  bas ic  

i n fo rma t ion  i s  the value of t h i s  item: 20. I t  shows a t  f ou r  p laces i n  the 

module. Table 5 shows the  way the a t t r i b u t i o n  would a l t e r  the system as a  whole 

i f  i t  were t o  be incorpora ted  i n  it. 



Table 4. Numeri ca l  example of a t t r i b u t i o n s  module. 

Payments Receipts 

Ent. Househ. Govrn. Ent. Househ, Govrn, 

F ood 

C ommod i ty f ' later ia ls  

Durab les  

Bui ld ings 

Heal th  

Others 

Property 

I n t e r e s t  

Dividend 

Rent 

Income Pol icv 

D i rec t  tax 

Soc. Sec. 

Soc. Ass. Grants 

Others 



6. Conc l u d i  na remarks 

I n  t h i s  paper a propoc'al has been made f o r  the synopt ic s t r u c t u r e  of the next  

SNA. Apart from an increase i n  t he  number of sectors, the c r u c i a l  new elements 

compared w i t h  the  1968 SNA are: 
I .L ... 

1. A s e c t o r a l  breakdown o f  the categor ies o f  f i n a l  expenditure. 

2. The generat ion o f  va lue  added ma t r i x  t h a t  shows f o r  each component o f  value 

added the c r o s s - c l a s s i f i c a t i o n  o f  the a c t i v i t i e s  and the sectors i n  which i t  

i s generated. 

3. The d i s t r i b u t i o n  o f  value added ma t r i x  t h a t  shows the  s e c t o r a l  o r i g i n  and 

d e s t i n a t i  on o f  each component o f  value added. 

4. Replacing the income and ou t l ay  accounts by income d i s t r i b u t i o n  r e c e i p t s  and 

payments matr ices t h a t  show, f o r  each sector, the t o t a l  (both i n t r a - s e c t o r a l  

and i n t e r s e c t o r a l )  r e c e i p t s  and payments o f  the t ransac tors  i n  t he  sector; 

t h i s  f o r  each category o f  income d i s t r i b u t i o n  t ransact ions.  

5 .  An imputat ions and a t t r i b u t  ions  module t o  supplement the core 's  market f lows, 

The system i s  eas ie r  t o  e x p l a i n  than 1968 SNA; i t  prov ides a complete 

i n t e g r a t i o n  of input-output  data and the income d i s t r i b u t i o n  data; i t  i s  more 

f l c x i b l e  and g r e a t l y  f a c i  l i t a t e s  micro-macro l inkage. 



Notes 

1. C f .  Van Eck, Gor te r  and Van Tuinen (1983). 

2. With respect t o  t h i s  'parsirnony p r i n c i p l e '  H.J. Ad ler  ( S t a t i s t i c s  Canada) 

suggests, i n  correspondence u i  t h  t he  wthors,  t h a t  'percept ions p r i n c i p  Ce ' 
rnight be a  more appropr ia te  label.  \Je tend t o  agree. 

3. This  cangruency between the  parsimony p r i n c i p l e  and the f i r s t  p a r t  of the 

i n t e r c e p t i o n  p r i n c i p l e  was po in ted  out by C.S. Carson (Bureau o f  Economic 

Analys is)  a t  t h e  March 1986 Economic Cornmission f o r  Europe N a t i o n a l  

Accounts meeting i n  Geneva. 

4. As po in ted  out  by S i r  R ichard  Stone i n  correspondence w i t h  the authors. 

5 .  There i s  a  t e r m i n o l o g i c a l  issue connected w i t h  'dua l  sec tor ing ' .  I n  t h e  

1968 SNA t h e  t e n  as such does not  occur. I ns tead  i t  says ( sec t i on  5.3) 

t h a t  ' two main c lasses '  are used and i t  a ls0  employs the term 'dichotomy' 

( s e c t i o n  5 . 5 ) .  As a  conseauence, sometimes the term 'double 

c l a s s i f i c a t i o n '  i s  advocated i n  preference t o  ' dua l  sec tor ing ' .  I t  i s  o f ten  

argued t h a t  'dua l  sec to r i ng '  would imply t h a t  - a l 1  types o f  t ransac t ions  are  

described i n  two a l t e r n a t i v e  sec tor  breakdowns, w i t h  the r e l a t i o n s  between 

sectors w i t h i n  each o f  the breakdowns f u l l y  speci f ied.  This  seems a  b i t  t oo  

r e s t r i c t i v e :  i n  t h i s  sense the 1968 SNA does no t  conta in  any sec to r i ng  a t  

a l l ,  s ince p roduc t i on  t ransac t i ons  are described f o r  one s e c t o r a l  breakdown 

on ly  and income/out lay  and capi  t a l  f inance t ransac t ions  f o r  another 

breakdown only. Consequent ly, we r e t a i n  the term 'dual  sec to r i ng '  . 
6. The core i s  an i n s t i t u t i o n a l  system. This imp l i es  ( c f .  Van Bochove and Van 

Tuinen, 1986) t h a t  the t ransac to rs  i n  the  s t a t i s t i c a 1  d e s c r i p t i o n  of the 

product ion  process are t o  be de f ined i n  harmony w i t h  the percept ions  the  

producing agents have of themse lves. Conseauently, the  t ransac to rs  are 

a c t u a l  o r g a n i z a t i o n a l  u n i t s  w i t h  some d i s c r e t i o n a r y  power on the  p roduc t i on  

process. This, i n  turn, imp l i es  t h a t  a  reasonably complete q u a n t i t a t i v e  

p i c t u r e  of these t ransac tors  i s  ava i  lab le. Therefore the estab l i s  hment-type 

u n i t  of  the 1968 SNA i s  the  most appropr ia te  d e f i n i t i o n  of the t ransac to rs  

on the  product ion  accounts o f  the  i n s t i t u t i o n a l  system. The 'homogeneous 

p roduc t i on  u n i t s '  o f  the ESA, i n  contrast,  are a  s t a t i s t i c a 1  c o n s t r u c t i o n  

r a t h e r  than an a c t u a l  o r g a n i z a t i o n a l  u n i t  corresponding w i t h  s u b j e c t i v e  

percept ions; there fore  these u n i t s  are t o  be re jec ted  as t ransac to rs  i n  an 



i n s t i t u t i o n a l  system. Th i s  does no t  imply t h a t  the 1968 SNA d e f i n i t i o n  of 

the  establ ishment i s  w i thou t  problems of i t s  own. Ferg ie  (19861, i n  an 

e x c e l l e n t  paper, j u s t l y  notes t h a t  there  i s  some tens ion  between the  SNA 

def i n i  t i o n  and the  percept ions  o f  producing agents. Consequently, t h e  

concept of testabl ishrnentst  needs some e labo ra t i on  and perhaps m o d i f i c a t i o n  

i n  the course o f  t he  cu r ren t  r e v i s i o n  process. 

7. We have r e s t r i c t e d  t h i s  b r i e f  d iscuss ion  t o  the r e l a t i o n  between i n d u s t r i e s  

and en te rp r i ses  f o r  p r e s e n t a t i o n a l  convenience onty. The arguments a l s o  

h o l d  t r u e  f o r  the o t h e r  a c t i v i t i e s  v i s  h v i s  oovernment, p r i v a t e  non- 

p r o f i t  i n s t i t u t i o n s ,  and so on. 

8. There is, a t  f i r s t  glance, some s i m i l a r i t y  between the  genera t ion  o f  va lue 

added ma t r i x  and t a b l e  17 of t he  1968 SNA. The l a t t e r  shows the breakdown 

o f  opera t ing  surp lus  and compensation of employees of some of t he  

i n s t i t u t i o n a l  sec tors  by k i n d  o f  economic a c t i v i t y .  However, i n  tab Ce 17 

t h i s  i s  the  economic a c t i v i t y  o f  enterpr ises, whereas i n  the genera t ion  

o f  value added ma t r i x  the  breakdown i s  according t o  the a c t i v i t y  of t he  

establishments. Th i s  i s  what makes i t  poss ib le  t o  p rov ide  the breakdown f o r  

the GDP a t  market pr ices, i.e. i n c l u d i n g  i n d i r e c t  taxes. 

IncidentaCly, i n  the  notes t o  t a b l e  17 (p. 2031, the  '1968 SNA i n d i c a t e s  

t h a t  the t a b l e  might  be f u r t h e r  e laborated by providino, f o r  the  e n t e r p r i s e  

sector, a  breakdown by the  economic a c t i v i t y  o f  the establ ishments as 

wel l .  This, then, would be s i m i l a r  t o  our generat ion o f  value added 

matr ix,  However, t he  1968 SNA proposes t o  do t h i s  f o r  a cur ious  purpose: t o  

p rov ide  a c ross- tabu la t ion  of value added ( a t  f a c t o r  p r i c e s )  by a c t i v i t y  o f  

the en te rp r i ses  and by t h a t  o f  t he  establishments. This  i s  curious, because 

the  breakdown of the e n t e r p r i s e  sec tor  by k i n d  o f  economic a c t i v i t y  o f  the  

e n t e r p r i s e  i s  super f  luous, a t  l e a s t  from the l inkage p o i n t  of view, as soon 

as the breakdown o f  the sec tor  by the k i n d  o f  economic a c t i v i t y  of the 

establ ishments i s  ava i  lable. 

9. This  should no t  be taken t o  i n p l y  t h a t  we take the p o s i t i o n  t h a t  the  new 

SNA should necessa r i l y  i nc lude  unincorporated en te rp r i ses  i n  t he  household 

sector.  For this,  c f .  sec t i on  f b . 2 .  Another reason why households i n v e s t  i s  

investment i n  owner-occupi ed due l  l ings; cf. sec t i on  5.2. 

10. Th is  i s  because we view dividend, in te res t ,  withdrawals o f  e n t r e p r e n e u r i a l  

income as income d i  s t r i b u t i o n  t ransact ions r a t h e r  than as t r a n s f e r s  o f  

opera t ing  surplus, None o f  these i s  immediately l i n k e d  t o  the cu r ren t  
---A..-&:-- - -A,, - -  L-r-..-a + h a r a  41n..ne m-" m r r v t ~  +n* m a n v  ~ a a e n n e -  



Consequent ly, the  value of the opera t ing  surp lus may be an explanatory 

v a r i a b l e  f o r  these types of f lows, bu t  no t  the on ly  one. Nor can t h e  

opera t ing  surp lus  be s a i d  t o  cons i s t  o f  in te res t ,  dividends, etc.: 

opera t ing  surp lus  i s  a  r e c e i p t  on the  income accounts, a long w i t h  o t h e r  

receipts .  From these t o t a l  r e c e i p t s  the  disbursements are  p a i d  of which 

d iv idends and i n t e r e s t  are j u s t  a  par t .  Rut t he re  i s  no s e p a r a b i l i t y  

p roper ty  which makes i t  poss ib le  t o  s p l i t - u p  the  account i n t o  r e c e i p t s  of 

opera t ing  surp lus  and payments frm i t  on the one hand and o ther  r e c e i p t s  

and payments f rom them on the other. 

11. Perhaps i n  p r a c t i c e  t h i s  deconsol idated approach needs some modi f i ca t ion .  

I n  pa r t i cu la r ,  the  i n t e r e s t  f l ous  betueen banks are d i f f e r e n t  i n  charac ter  

from those between o ther  enterpr ises,  Therefore more u s e f u l  t o t a l  payments 

and t o t a l  r e c e i p t s  concepts might  exc lude between-banks f lous. There may 

beother examples o f  s p e c i f  i c  ca tego r i  es of t ransac t ions  between s p e c i f  i c 

t ransac tors  t h a t  should be excluded from the income d i s t r i b u t i o n  payments 

and r e c e i p t s  matrices. 

12. Defined t o  inc lude ne t  p rope r t y  and en t rep reneur ia l  income from the r e s t  o f  

the wor Cd. 

13. I n  case of investments, g rea t  care should be taken i n  the phrasing o f  the 

quest ionnaire.  Investments are t o  be def ined on a  t r a n s a c t i o n  base. That 

is, the t ime o f  record ing  i s  t h a t  of the transact ion, no t  o f  i n s t a l l a t i o n ;  

and the bas is  of record ing  i s  ownership, not  use. 

14. The I S I C ,  i n  contrast, should s t ress  product ion  processes s t i l l  more than 

i t  p resen t l y  does. I t  should eniphasize i n p u t  homogeneity and o the r  

c h a r a c t e r i s t i c s  o f  the product ive  process. For example, i n  developing 

count r ies  the product ion  o f  co f fee  by large p l a n t a t i o n s  and by smal1 

farmers i s  a  whol ly  d i f f e r e n t  p roduc t i on  process. Such d i f fe rences must be 

r e f l e c t e d  i n  t h e  I S I C .  I n  contrast,  the  i n c l u s i o n  of an 'energy'  group i n  

NACE i s  wrong: t h i s  i s  a  commodity category, no t  a  p roduc t i on  process 

r e l a t e d  one. 

15. The l a t t e r  d i f f e r s  from, e.g., a  purpose c l a s s i f i c a t i o n  of consumption 

expenditure. I n  a  purpose c l a s s i f i c a t i o n ,  the expendi ture i s  c lass i f i ed ,  

no t  the  goods and serv ices  on which the  expendi ture i s  made. 

16. The basic  i n f o r n a t i o n  f o r  t h e  second type of imputa t ion  i s  more e laborate.  

I t  cons is ts  o f  a commoditv x a c t i v i t v  make t a b l e  shawina  haw much of each 



commodity each a c t i v i t y  pays as compensation i n  kind; and o f  a sec tor  x 

a c t i v i t y  generat ion '  o f  value added table, showing the cross c l a s s i f i c a t i o n  

of the compensation i n  k i n d  by paying a c t i v i  ty and paying sector; and, 

th i rd,  of a commodity x haisehold sec tor  f i n a l  expendi ture t a b l e  showing 

hou mu ch each househo l d  sec tor  received o f  tach commodi t y  as compensa t i o n  

i n  kind. For macropurposes, these tab les  could be aggregated over 

commodi t ies, act  i v i  t ies, and, t o  some extent, sectors, 
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