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Personal  incorre d i s t r i b u t i o n  da ta  based on t a x  records a re  a f f  L i c t e d  w i t h  twc 

~ a j o r  inadequacies:  they  cover incor rp le te  and s y s t e m t i c a t t y  biased; and 

conceptua l  t y  they were onty  p e r t  c f  income, : The to r i re r  cou t d  be sotved t o  sore 

ex ten t  by L i nk i ng  the  r i c r o  da ta  t o  t he  househctd income o f  t h e  n a t i o n a t  

accounts. T h i s  reou i res  m o d i f i c a t i a n  o f  the  inccme concept and d e t i n e s t i o n  c f  

the household sec to r  i n  the  n a t i c n a l  accounts. The main conceptuat 

inadequacies a re  t h a t  i n d i v i d u a  L benef i t s  o f  p u b l i  c expendi t u r e  a re  i cpo rec  

and, second, t h a t  the  d i s t r i b u t i o n a t  impL ica t ions  o f  i n fo r rna l  p r o d u c t i o n  ( t h e t  

can be ceasured by reans  o f  t i r e  budcet surveys) a re  n e ~ t e c t c d .  E c t h  

inadeouacies can be rernedied by chancing t he  s t r u c t u r e  o f  t he  n a t i o n a l  

accounts. These shcu ld  con ta i n  a core w i t h  s rror'erate numter o f  householc 

sec to rs  and an income ccncept t h a t  i s  c l ose  t o  the  one e rp l cyed  i n  i n c o ~ e  t 2 x  

records; and a nurrber of  nodutes. Th€ f i r s t  o f  these p rov ides  a f u r t h e r  

breakdown o f  the  household sec to r s  i n  the  core. Thr secon i  one provides, f c r  

t he  Same sectors, da ta  on i n d i v i d u e l  b c n r f i t s  o f  p u b l i c  expendi ture .  The t h i r d  

module provides, aga in  f o r  t he  sane sectors, in for r ,aL p r o d u c t i o n  data. 

Tocethcr  these t h r e e  sodutes cons t i  t u t e  a s y r t w  o f  Soc io  Eccnocic Accounts. 



The problem 

PersonaL income d i s t r i b u t i o n  has been a r ra jor  p reoccupa t ion  o f  econofl ic 

s t a t i s t i c i a n s  s i nce  t he  days c f  Grepory Kinc.  Yet, the  present  s t a t e  of t h e  

f i e l d  i s  f a r  frorr s a t i s f a c t o r y  because o f  t h r c  ~ j o r  Gaps i n  the  o f f i c i ô l  

s t a t i s t i c s  o f  most ccun t r ies .  These gaps a re  so i r i r ~ o r t a n t  t h a t  i t  i s  no 

exaggerat ion t o  say t h a t  ' t h e '  income d i s t r i b u t i o n  remains hidden. The f i r s t  of 

these Gaps concerns t he  d i s t r i b u t i o n  o f  t r a d i t i o n a l l y  d e f i n e d  income. By and 

Larpe, t h e  l a t t e r  co inc ides  w i t h  the  income concepts e ~ p l o y e d  by tax  

a u t h o r i t i e s :  monetary incore.  Consequently, the main sources f o r  d i s t r i b u t i o n a t  

data a re  t he  i n c o ~ e  t a x  re tu rns .  Rost pub l i shed  d i s t r i b u t i o n a l  data a re  

s t r a i ' h t f o rwa rd  t a b u l a t i o n s  of these re turns.  Next t c  th is,  the  n a t i o n a t  

accounts con ta in  cacro-data on t h e  incone o f  t he  househcld sector.  U s u s l l y  

t he re  i s  no d i r e c t  Linkace between these two datasets.  Th is  p rob les  i s  r e f e r r e d  

t o  as the  v i c ro -nacrc  Linkaoe. I t  i s  exp l c red  i n  sec- t ion 2. The p r o h l e r  t u r n s  

out  t o  be twofotd :  imprcved Linkace r e q u i r e s  ad just r rents  o f  aacro-concepts t h e t  

a re  ne t  atways d e s i r a h l e  frm a macro-point o f  view; and even i f  t h i s  p r i c e  i s  

paid, t he re  s t i l l  w i t t  be d isc repanc ies  between the  nacro-data and t he  

a o c r e ~ a t e  of t he  n icrc-data.  The two o t h t r  v a j o r  aaps i n  c f f i c i a t  incowe 

d i s t r i b u t i o n  s t a t i s t i c s  a re  caused by t he  f a c t  t h a t  t he  t r a d i t i o n a l  i n c o ~ e  

concepts have becove cutdated. Two t rends  are r cspons i k l e  f c r  t h i s .  The f i r c t  

i s  the pradua L, bu t  subs tan t ia t ,  i nc rease  over t he  pas t  few decades o f  

c o t l e c t i v e  expend i tu re  cn coods and se rv i ces  c f  which t t ic  benef i t s  accrue t c  

i n d i v i d u 8  Cs and i n d i v i d u a l  households. Sect i c n  3 surveys t h i s .  The second t r e n d  

i s  the increase i n  sope types c f  i n f o r v a t  p r c d u c t i o n  by househotds, E . C .  6 0 - i t -  

you rse t f  a c t i v i t i e s  and the  crcwing awareness t h a t  i n f o r n a l  product  i o n  o f  scocs 

2nd serv ices  r h o u t d  be taken i n t o  acccunt, b o t h  i n  aggrecate incorre reasures 

and i n  d i s t r i b u t i c n a t  data, because i t, too, causes divergenties between 

monetary incorre and a c t u a l  a v a i l a b i l i t y  o f  poods and services;  s e c t i o n  4 

discusses t h i s  issue. 

I n  case o f  t h e  second and t h i r d  cap, t h e  bas ic  prcb lem i s  t h a t  t o  c lose  thea 

can onLy be e f f e c t i v e l y  ach ieved  w i t h i n  a comprehensive s t a t i s t i c a l  f ra rework  

L ike  the  n ~ t i o n a l  accounts. @ u t  t h i s  reouires,  again, adjustmeri t  o f  the  l a t t e r  

t h a t  riray be undes i r ab le  f r c r  irany p o i n t s  o f  view. To avo id  th is ,  a 

r e s t r u c t u r i n g  o f  t he  n a t i o n a l  a c c w n t s  i s  necessary. Sec t i on  5 b r i e f t y  exp la i ns  

t h i s  and i n d i c a t e s  how the  r e s u t t i n c  sys tea  he lps  unccver inc  the  incoae 

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



2.  The micro-macro t i nk :  p r i ~ a r y  and secondary incorre 

Why worry about r r ic ro-macro Linkace a t  a l t ?  I f  incorre d i s t r i b u t i o n  da to  a re  

used f o r  d i s t r i b u t i o n a t  a n a l y s i s  and macrc-data f o r  t h e i r  own purpose, why 

shoutd one want t o  t i n k  therr? There a re  two i r rpor tant  - -escns. F i rs t ,  t h e  raacre- 

da ta  a re  usuat  l y  based on i n f o r ~ ~ a t i o n  f r oa  more sources than  t he  micro-data-  

Therefore, i n  a sense they c r e  be t t e r .  Second, the  nacro-data a re  i n t e c r a t e d  

w i t h  data on t h e  p r o d u c t i o n  process, on c a p i t a l  f inancinc,  and so on. As soon 

as one wishes t o  analyse r e t a t i c n s  betueen i n c c ~ e  d i s t r i b u t i o n  and these 

processes, t inkaoe w i  t h  t he  n a t  i o n a l  accoi ints t o t a  t s  i s  essen t i a t .  

Therefore, t h i s  sect  i o n  discusses t he  problercs i r m L v e d  i n  t h i s  Linkace. 

Broadty  speakinc, n a t i o n a l  accounts and t a x  a u t h o r i t i e s  erspLcy t h t  sare incoae 

concepts f o r  hovsehoLds o r  i n d i v i d u a l s .  Th is  concept s t a r t s  a t  the  incoce 

rece i ved  as a consecuence o f  p a r t i c i p a t i o n  i n  t h r  .prcduct  i o n  process (e.c. 

waces, sa Laries, o p e r a t i n y  sc rp  Lus o f  p r i v a t e  un incorpare te  en te rp r i ses ) ,  added 

t o  t h i s  a re  p r o p e r t y  inccrre ( i n t e r e s t ,  d i v idends  etc.) whereas cos ts  a re  

subt racted.  I n  sone sys te r r .~  of  n a t i o n a t  accounts, e.c. t h r  Dutch systes, the  

resuLt  i s  de f i ned  as 'p r imary  incorre'.  Tax systees may no t  de f i ne  e s i r i l a r  

concept, hu t  811 i t s  corrponents a re  usuat Ly on t h e  t a x  f o r ~ s .  I n  n a t i o n a l  

accounts, a nurrber o f  f l c w s  a re  added t c  p r imnry  incoee i n  o rde r  t o  o h t a i ~  

secondary i n c o ~ e .  These f l ows  are: s c c i a t  s c c u r i t y  c o n t r i b u t i o n s  and 

(negat i v e  l y )  ne t  preaiurrs, soc i a  t we L fa re  benef i ts, d i  r e c t  taxes  (nesat i ve l y ,  

of course), as weLL as some o t h e r  i n c m e  fLcws Like donat icns t o  c h a r i t i c s .  The 

r e s u l t i n 9  seccndery incoae i s  c u i t e  s i ~ i L a r  t o  t h e  'net  incorrc '  ernplcyed i n  t a x  

data. 

Th is  broad s i r r i i a r i t y  o f  ccncepts wcut6 seen; t o  Lepd t o  easy t i n k a r e  between 

the  n a t i o n a l  accounts da ta  f o r  t h e  a ~ g r e c a t e  income o f  hcusehctds anc t he  r i c r o -  

da ta  d e r i v e d  f r o n  t a x  re tu rns .  Yet Linkace i s  f r e c u e n t l y  absent. There a re  f o u r  

reasons f o r  t h i s :  t h e  coverage d i f f e r s ;  i n  s p i t e  o f  t he  b r cad  s i r i l a r i t y  of 

concepts t he re  a re  a nunber o f  conceptuat d i f  ferences; d i f  ferences i n  

s t a t i s t i c a l  methodoLogy cause d i f f e r i n o  r esuL t s  and, f i naL ty ,  s t a t i s t i c a l  

d i cc repanc ies  a re  caused by bLack e c t i v i t i e s  and b tack  income f lows. 



Sources o f  discrepanties 

D i f fe rences  i n  covera'e corre i n  two kinds. F i rs t ,  t he  houcehold s e c t o r  i n  

n a t i o n a l  accounts i s  de f ined  more b r o a d l y  than the  sum-total  o f  households o r  

i n d i v i d u a l s :  i n  some systerns o f  n a t i o n a l  s cca in t s  i t  i n c l i ~ d e s  (mainty f o r  

p r a c t i c a 1  reasons lp r i va te  non -p ro f i t  o r can i za t i ons  w o r k i n ~  ï o r  households, such 

as churches, Labour unions, non-commercial r e c r e a t i o n a l  o r - an i za t i ons  such as 

spo r t s  clubs, c h a r i t a b l e  o r c a n i z a t i o n s  (such as t h e  R o c k e f e l l e r  f ounda t i on  i n  

t he  US), and so on. The seccnd a i f f e r e n c e  i n  coverape i s  caused by t he  f a c t  

t h a t  income taxes need no t  cover a t 1  households o r  i n d i v i d u a l s .  Usuatly, t h e r e  

i s  a  t h r e s h o l d  below which nc i nco re  t a x  i s  levied; moreover, i n  roae 

coun t r ie r ,  c.c. t h e  Netherlands, a  p a r t  o f  t he  h o u s ~ h o l d s  t h a t  have onLy one 

wage inccve need no t  r e t u r n  a  t ax  f o r r :  t h e i r  d i r e c t  t2x  i s  deducted f r o r  t h e i r  

paycheck by t h e i r  emplcyer. Na t v ra l l y ,  i n  t he  L a t t e r  case t he  oata can be 

o t t a i n e d  and added t c  t h e  s t a t i s t i c s  de r i ved  frorr inccrre t z x  re turns,  bcrt thcy  

usua l  Ly d i s p  Lay Less d e t e i  Ls and do no t  c c n t a i n  such non-Labour incoce  

conponentc as may be present .  

There are a  nunher o f  d i f f e r e n c e s  i n  concept, Ile r rent ion j u s t  s o m  c f  t he  

r o s t  i ~ p o r t a n t .  F i  rs t ,  the  n a t i o n a t  accounts conso l ida te  most f Lows between 

households. Thus, i n t e r e s t  payments between househotds, dcna t ions  t o  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  se r v i nz  households, and so cn, do no t  shcw up i n  t h e  

n a t i o n a t  accounts agcregates. I n  the  t a x  r e tu rns  they dc, a t  Least i n  

p r i n c i p l e ,  b u t  f r e o u e n t l y  no t  i n  such 2 wsy t h a t  i t  i s  p o s s i b l e  t o  separate  t hc  

fLows w i t h i n  the  n a t i c n a t  accounts hcusehc ld  s e c t c r  f r c r  those t c  and f ro t r  

o t h e r  sectors.  Secon?, the  n a t i o n a t  acccunts add E nurber  c f  i t e s s  t o  househotd 

i n c o r e  t h a t  a re  absent i n  t a x  re tu rns .  An exaaple i s  the  inc rease  i n  t h e  

a c t u a r i a l  reserves o f  L i f e  inscrances and pens icn  funds. On thc  o the r  hand, a  

number o f  i t e m  are  added t o  income i n  t h e  t a x  r e t u r n s  t h a t  a re  no t  t r e s t e d  as 

such i n  t he  n a t i o n a t  accounts. An exar'ple i s  pensions p a i d  by  pens icn func's. 

Third, a  nurnber o f  i t e m  a re  v a l u a t e d  i n  a  ve ry  d i f f e r e n t  wey by n a t i o n a t  

accountants and t a x  a u t h o r i t i e s .  An example i s  the  r e n t  o f  owner-occupied 

dwel l ings;  n a t i o n a l  accounts i r rpute t h e  market value and actuaL cos ts  whereas 

t a x  a u t h o r i t i c c  f r e q u e n t l y  employ a  rruch lower f i c t i t i c u s  r e n t  and dc no t  

necessar i  Ly subt  r â c t  costs. 



Di f fe rences  i n  s t a t i s t i c s l  methodology rnay cause very  i ~ p o r t a n t  

d iscrepanc ies.  There a re  seve ra l  wethods f o r  c o n p i l i n o  the  n a t i o n a l  accounts 

aggregate f o r  household i ncme .  Sorre covn t r i es  ercploy the i n c c r e  method, which 

i s  mainty based on incone t a x  data. I n  t h a t  case t he  bas ic  rcethodclocy of t h e  

n a t i o n a l  accounts and t he  incorre d i s t r i b u t i o n  s t a t i s t i c s  i s  o f  co1.-cc t h e  sare; 

bu t  n a t i o n a l  accountants  check t h e i r  es t i r ra tes  aga ins t  those f r o ~  o t h e r  

sources, such as waqe da ta  f r o r  corpany 2nd governrcent sources, i n t e r e s t  data 

f rom banks, and so on; t h e r e f o r e  s t a t i s t i c a 1  d i f f e r e n c e s  w i t h  t h e  incove  t a x  

da ta  a re  c rea ted  i n  s p i t e  o f  t h e  s i n i l a r i t y  i n  bas ic  wethoc'ology. These 

d isc repanc ies  a re  exacerbated i n  c o u n t r i e s  where n a t i o n a l  account inp a!x!recates 

a re  compi l e d  by means o f  t h e  p r o d u c t i o n  method. Thus, i n  t h e  Mether lands t he  

commodity-f low method i s  e rp l oyed  t o  d e r i v e  data on t he  oene ra t i on  of va lue  

addec' f ror :  p r o d u c t i o n  surveys. The r e s u l t i n g  e s t i v a t e  o f  va l ue  added i s  then  

a l l o c a t e d  t o  t he  d i f f e r e n t  sectors, u s i n g  var ious  types o f  datâ. To sone 

extent, the p r i r r a r y  incorre o f  the  houzehcld sector.  i s  a  ba lanc inq  i t e n  i n  t h i s  

nethod, l i n k e d  o n l y  Loosely t o  income t a x  based data. 

Re la t cd  sources o f  d i f f c r e n c e s  are t ~ x  evas ion  and o t h e r  b l ack  

a c t i v i t i c s .  By d e f i n i t i o n ,  b l ack  inccrne does no t  show i n  the  t a x  r e t u r n s  ard  

hence n e i t h e r  i n  i n c o i e  d i s t r i b u t i o n  s t a t i s t i c s  t h a t  a re  d e r i v e d  as a  

s t r a i ~ h t f o r w a r d  t a b u l 2 t i o n  c f  the  t a x  f o r r s .  I n  t he  n a t i c n a l  accounts, i n  

cont rast ,  a s u b s t a n t i a l  a r cun t  o f  b l a c k  a c t i v i t i e s  and o f  b l ack  income f Lows i s  

taken  i n t o  account. Th i c  i s  p a r t i c u l a r l y  t r u e  if, as exp la i ned  abcve, t he  bas i c  

~ e t h o d o l o o y  f o r  compi l i n g  t he  a-crecate incowe o f  the  househcld sec to r  i s  n o t  

t h e  income method. Thus, t h e  D ~ ~ t c h  n a t i o n o l  acccunts measure f a r n  i n c c r e  f r c r ;  

crop estimates, va lue  added i n  c o n s t r u c t i o n  t o  a  cons iderab lc  ex ten t  cn t h e  

b a s i s  of use of b u i l d i n g  r a t c r i a l s ,  i n t e r e s t  r e c e i p t s  o f  househotds on t h e  

bas i s  o f  data  on i n t e r e s t  p a i d  by banks, and so ort. I n  each o f  these cases 

b l ack  i n c m e  p a i d  t c  households i s  i n c l u d e d  i r r p l i c i t l y .  Poreover, i n  a  nurnber 

o f  cases, t h e r e  i s  e x p l i c i t  ~ a c r o - i n f o m a t i o n  on b lack  income, which i s  

i nc l uded  i n  t h e  accounts. 

E l i m i n a t i n o  t h e  d i  screpanc ies 

The survey o f  t h e  m i n  d i sc repanc ies  between t he  aocreoate income o f  t he  

household s e c t o r  and t h e  micro-data based on t a x  re turns,  makes c l e a r  t h a t  i t  

would be very  d e s i r a b l e  t o  have a wel l - de f i ned  l i n k ~ o e  between t he  tno. Thc 

n a t i o n a l  acccuntc da ta  a re  more comprehensive and eaploy conccpts anc' 



eva tua t ions  t h s t  a re  rrore u s e f u t  f o r  econotric anatysis;  rcoreover, they  a re  

cons i s t en t  w i t h  i n c m e  es t imates  f o r  o the r  sec to rs  as wet1 as ~ i t h  p r o d u c t i o n  

data. The micro-data, on t h e  o t h e r  hand, p rov i de  d i s t r i b u t i o n a t  i n f o m a t i o n  

t h a t  i s  absent f r o r  the  n a t i o n a t  accounts, 

Cne way t o  irnprove t he  tinkage, advocated by Ruggtes and Ruc?Les (1986) as 

wel L as by Van Eochove and Van Tuinen (19EG) 2nd Van Eochove and B loem (10C6) 

i s  t o  a t t e r  t he  n a t i o n a t  accounts. I n  p a r t i c u t a r  i n  t uo  respects.  The f i r s t  

concerns the  coverace @f t h e  househo l d  sectcr .  Thus t l i e  p r i v a t e  non-prof i t 

i n s t i t u t i o n s  se r v i ng  househotds shoutd be reroved frot the  househotd sector .  I n  

t h e  1968 e d i t i o n  o f  t h e  UN System o f  F la t iona l  Accounts (SNAI these a re  a  

separate sector, bu t  i n  the cu r ren t  r e v i s i o n  o f  t h e  SKA they  w i k t  be i nc tuded  

i n  the  househotc s e c t o r  again, thouch as a  separate subsectcr.  The reason p i ven  

f o r  t h i s  i s  t h e  d i f f i c u l t y  o f  o b t a i n i n o  separate data f o r  t he  non -p ro f i t  

i n s t i t u t i o n s .  8y t r e a t i n p  t h e r  as e  subsector  of  t h e  household sectcr ,  i n s t e t d  

o f  a  separate  sector, i t  becomes more acceptabte t o  ccnso t i da te  t h e ~  w i t h  

proper  househot0s i f  da ta  a re  absent. T h i s  i s  a  step i n  t h e  wrong d i r e c t i o n  

f r o n  the  p o i n t  o f  view o f  r i c ro -macrc  Linka9e; i n  t h e  Rether lands t h e  Rugcles'  

p o i n t  of view has beer? adapted. One f u r t h e r  s tep  i n  the  Same d i r e c t i o n  i s  t o  

separate the  househo tds w i  t h  an un incc rpc ra te  e n t e r p r i  se f rom t hose w i  t h  waoe 

incowes o r  t r a n s f e r  incorrer cnty:  f o r  t hc  fo r r rc r  c rcup n p t i c n a l  accounts end 

income t a x  concepts d i f f e r  rrore w ide ty  than  f c r  t he  La t t e r .  Hence sepa ra t i cn  

i n t o  separate  sec to rs  i vp roves  the  l i n kane  f o r  the  'pure '  householc' sector .  

The seconò way t o  i r p r c v e  the  v ic ro -nacro  l ink ,  a l s c  advccated by t h e  

au thc rs  j u s t  rent ioned, i s  t o  a t t e r  a  number o f  n a t i o n a t  accounts concepts i~ 

such a way t h a t  they conforrr r o r e  c t o s e l y  t o  the r i c ro -concep t  r e f  l e c t e d  i n  t he  

income tax  data. Here, one very i ~ p o r t s n t  s tep  i s  t o  deconso l ida te  income f tows  

w i t h i n  a  sector :  t he  i n c o ~ e  f l o u s  shoutd be de f i ned  as t h e  t o t a t  r e c e i p t s  o r  

peynents o f  t he  househotds, i r r e s p e c t i v e  o f  whether t h e  ftow i s  between two 

househotds o r  between a househotd and a u n i t  i n  another  sector .  Th i s  p roposa l  

has been accepted by t he  e x p e r t  proup coo rd i na t i nc  t he  r e v i s i c n  o f  t h e  SNA. 

Another exampte o f  a  conceptuat adjustrnent i s  t o  a t t e r  t he  n a t i o n a t  accounts 

t reatment  o f  i nc resses  i n  b c t h  a c t u a r i a t  reserves o f  and benef i t s  f r o ~  t i f e  

insurances and pens ion funds i n  o r d e r  t o  ccnform t o  t h a t  i n  t he  micro-data. 

T h i s  r e d e f i n i t i o n  o f  rracro-concepts i n  o rde r  t o  achieve t i n k q e  w i t h  m ic rc -  

concepts has a major drawback: t h e  r ede f i ncd  macro-concepts Key wel1 be 

inadeauate f r o r  a  macro-econmic p o i n t  of view. There fo re  a  s t r u c t u r e  o f  t h e  



n a t i o n a t  accounts i s  r e q u i r e d  t h a t  conta ins bo th  v iewpoints;  s e c t i o n  5 exp ta i ns  

t h e  approach t o  t h i s  probtem t h a t  i s  be ing  devetoped by t h e  CBS. 

I d e a l  ly, r e d e f i n i  t i o n  o f  rracro-concepts leads t o  an a g g r e ~ a t e  income f o r  t he  

Aousehold sec to r  t h a t  i s  concep tua t l y  c l ose  t o  t h a t  i n  t he  micro-data. Then, 3s 

f a r  as concepts a re  concerned, t he  p u b l i s h c d  incorne d i s t r i b u t i o n  da ta  o r  t he  

u n d e r l y i n g  micro-data cou ld  be used by ana t ys t s  ou t s i de  s t a t i s t i c a 1  o f f i c e s  t o  

d i s a o y e p a t e  t he  n a t i o n a l  accounts t o t a l .  Th i s  i s  t he  apprcach advocated by 

Rugples and Ruogles (1986). However, t h e  Dutch p o i n t  o f  view i s  t h a t  t h i s  

approach i s  s t i t l  inadeouate, because t h e  two proups o f  s t a t i s t i c a t  

d i sc repanc ies  t h a t  were ment ioned above a re  n c t  taken  i n t o  account. Fcr sore 

ca tegc r i es  o f  income these d i s c r e p ~ n c i e s  are s izeable,  as shown i n  2 CES study 

b y  Van der  Laan and De Waard (1985). tqoreover, t h e r e  i s  no reason t o  assume 

t h a t  these d isc repanc ies  a re  ' n e u t r a t '  i n  the sense t h a t  t h e i r  d i s t r i b c l t  i o n  

over  househotd o r  i n d i v i d u a t s  i s  p r o p o r t i o n a t  t c  t be  d i s t r i b v t i o n  c f  t he  t a x  

data. Conseauent ly, t h e  ' t r u e '  i n c o r e  d i  s t r i h u t i o n  remainc hidden, even i f  t he 

n a t i o n a l  accounts coverage 2nd concepts a re  a t i y e d  more c l o s e t y  w i t h  those of 

t he  rr icro-data.  Th i s  reans t h a t  t h e  d i s t r i b u t i o n a l  da ta  hsve t c  be f u l l y  

i n t e g r a t e d  w i t h  the  n a t i o n a l  accounts. A d d i t i o n a l  i n f o r m a t i o n  shoutd be used t o  

achieve t h i s .  One example o f  a d d i t i o n a t  da ta  concerns b l a c k  i n c m e  f rom 

Labour. The CBS has conducted ex tens ive  surveys o f  t h e  l a t t e r  ( c f .  Ven Eck and 

Kazemier, 19E6);  sorne o f  t he  r c s u l t s  coutd be used t o  b r i d p e  t h e  nicrc- r racro 

P P -  



3. I n d i v i d u a l  benef i t s  o f  c o l  l e c t  i v e  e x ~ e n d i  t u r e  

Since t he  f i r s t  systercs a f  n a t i o n a l  accounts were designed i n  the l e t e  194C's, 

the  r o l e  o f  governrrent i n  the  economy has expanded cons iderab ly .  R a t i o n a l  

á C i O U i i i S  have no t  ye t  been ab le  t o  catch up. I m p l i c i t l y ,  t h e  e x i s t i n ?  systerns 

o f  n a t i o n a l  accounts accomodate o n l y  t h ree  main r o l e s  o f  ~overn r ren t :  

i) p r o v i d i n g  . - 'pure '  c c l l e c t i v e  poocis and serv ices  

ii) e s t a b l i s h i n ?  an e q u i t a b l e  incove d i s t r i b u t i o n  

iii) c a r r y i n 9  ou t  i n d u s t r i a l  and enployment p o l i c i e s .  

Pure c o l  l e c t  i v e  goods and se rv i ces  a re  those comod i  t i es o f  whi ch the  benef i t s  

do no t  accrue t o  s p e c i f i c  ind iv iduaLs,  bu t  t o  s c c i e t y  as a whcle. The c l a s s i c  

example i s  defense ou t lays .  The n a t i o n a l  accounts take t he  p o i n t  o f  view t h a t  

a l  l ooods and serv ices  produced by poverncent are p u r e l y  c o l l e c t i v e :  they  Ere 

a l 1  consurred by t h e  covernment. The second purpose of covernment i s  ev i den t  i n  

t h e  n a t i o n a l  accounts i n  t he  f o r v  o f  d i r e c t  taxes snd s o c i a l  we l f a re  

c o n t r i b u t i o n s  and ~ r a n t s .  The t h i r d  r o l e  o f  ~ove rn r ren t  i s  v i s i b l e  i n  n a t i o n a l  

accounts i n  t he  f o r r  of e.p. subs id ies  t o  i ndus t r i es .  

I n  t he  pas t  h a l f  century, however, ooverncent has assumed another r o l e  t h a t  

has becore o f  conside rab l e  i ~ p o r t  ~ n c e :  cont r c l  li n? consumpt ion.  There 2re t w c  

aspects t o  t h i s  r o l e .  F i r s t ,  covernrent  m y  consi f ier  i t  d e s i r a b l e  t o  r a i s e  (or, 

f o r  t h a t  na t te r ,  depress! n a t i o n a t  consurp t ion  o f  a croup o f  occds o r  se r v i ces  

t o  a l e v e l  t h a t  d i f f e r s  frm the one t h a t  r e s u l t s  i f  the na rke t  i s  l c f t  t o  i t s  

o m  devices. Second, t h e  ~ o v e r n r e n t  tray wish t o  s t i n u l e t e  consurrption o f  a  

group o f  ~ c o d s  o r  se r v i ces  by s p e c i f  i c  groups of households, i n  o rder  t c  

achieve ari eou i tab  l e  d i  s t r i b v t  i o n  o f  ccnsurp t ion  c f  t he  c c ~ r i c d i  t i e s  concerned, 

i n  a d d i t i o n  t o  the  pbrpose o f  an e q u i t a b t c  o v e r a l l  income d i s t r i b u t i o n .  

A wide ranoe o f  i ns t ru r ren ts  has been developed t o  ach ieve these censumption 

p o l i c i e s .  Government Eay under take t o  produce t h e  c o m o d i t i e s  concerned by 

i t s e l f ;  i t  may a l s a  subs id i ze  t he  producers, e i t b e r  by means o f  lump-sur 

t r a n s f e r s  o r  by sa l es - l i n ked  subsidies;  i t  r a y  r o u t e  subs id i es  d i r e c t l y  t o  

hauseholds, f o r  example i n  the  form o f  r e i ~ b u r s e r e n t  schemes. Each o f  these 

i n s t  ruments may o r  may n o t  have d i s t  r i  b u t i o n a l  consequences. 



Because t h e  n a t i o n a l  accounts do no t  e x p l i c i t  l y  o r  i m p l i c i t  l y  i d e n t i f y  t h e  

consumpt ion-cant rol li ng r o l e  o f  qove rn~en t ,  i t s  e f f e c t  s  on ccmrrodi t y  

consumption and on i t s  d i s t r i h u t i o n  a re  obfuscated. T ransac t ions  t h a t  a re  vade 

f o r  consumption c o n t r o l l i n ~  purposes a re  t r e p t e d  as thouph they served one of 

t h e  o t h e r  t h r e e  purposes. A p e r f e c t  example i s  t he  t rea tment  of subs id i es  on 

ren ted  d w e l l i n g s  i n  the  Dutch system o f  n a t i o n a l  accounts. There a re  seve ra l  

types o f  these subs id ies.  I n  t h e  n a t i o n a l  accounts t h r e e  groups a r e  

d i s t i n g u i s h e d  and each o f  these i s  t r e a t e d  d i f f e r e n t l y .  F i rs t ,  t h e r e  a re  

cpe ra t i nc  subs id i es  f o r  l e sso rs  of c e r t a i n  c lasses  o f  d w e l l i n g s  ( p a r t i c u l a r l y  

p a r t  of t he  cheaper ones). These a re  t r e a t e d  as p r o d u c t i o n  subs id ies.  Second, 

t h e r e  a re  subs id ies  t o  l esso rs  when they  i n v e s t  i n  new dwel l inzs;  these a re  

t r e a t e d  as c a p i t a 1  t r a n s f e r s .  Third, t h e r e  a re  s ~ t ~ s i d i e s  t c  i n d i v i d u a l  

households, depending on the  l e v e l  c f  t h e i r  i n c o ~ e  and on t h c i r  rent; these a re  

t r e a t e d  as s o c i a l  we l f a re  orants.  tlence, i n  s p i t e  o f  the  f a c t  t h a t  these t h ree  

groups o f  t r a n s a c t i o n s  can be ccns idered  t o  have much t h e  Same e f f e c t  and, t c  a 

dccree, the  sarre a i r  (i.e. r s i s i n c  cons i~ r rp t i cn  o f  housin9 se rv i ces  anti, i n  a  

sense, incotre, o f  s p e c i f i c  socio-econornic eroups) they  are t r e a t e d  q u i t e  

d i f f e r e n t  ly. 

The conseauence o f  t k e  f a i l i i r e  o f  the  n a t i o n a l  acccunts t o  recocn ize  t h e  

r o l e  o f  governrnent i n  c o n t r o l l i n ?  consurpt ion,  i s  t h a t  t o t a l  secondary i ncc rw  

o f  t he  household sec to r  does n c t  r e f  l e c t  the  t o t a l  v s l ue  c f  t he  ~ o o d r  2nd 

se rv i ces  households can o b t a i n  w i t hou t  borrowinc;  t h e  l a t t e r  i s  t h e  incotre 

concept advccated by Hicks:  hcw nuch can ycu r p e n l  w i t hou t  be ino  worse o f f  e t  

t h e  end c f  t h e  per iod.  S i r i l a r l y ,  t he  r o l e  o f  governeent i ~ p l i e s  t h a t  t o t a l  

hcusehold ccnsurnption does na t  rcp resen t  t h e  t o t a l  va lue  o f  the  ~ o o d s  and 

se rv i ces  t h a t  a re  a c t c a l  l y  rade  ava i  l ab  l e  t o  i n d i v i $ u a l  households. 

Consequently, two new ccncepts  a re  reauirec': t e r t i a r y  incoae and t o t a l  

consumption of households. These two concepts d i f f e r  s u b s t a n t i a l l y  f r o r  t h e  

t r a d i t i o n a l  n a t i o n a l  accounts concepts. Two i n p o r t a n t  d i f f e r e n c e s  are: 

i) A cons iderab le  p a r t  o f  what i s  now regarded as sovernment consumption does 

n o t  c o n s i s t  of pu re  c o l l e c t i v e  c o m o d i t i e s  bu t  o f  comcodi t ies  o f  which t h e  

benef i t s  accrue t o  s p e c i f  i c  h w s e h o l d s  o r  i n d i v i d u a l s .  Examples a re  p u b l i  c  

education, p u b l i c  c u l t u r a l  services, p u b l i c  h e a l t h  services, and so on. 

ii) I n  nany instances, subs id i es  t@ p r i v a t e  producers  a re  e s s e n t i a l l y  

consumption subs id i es  (e.p. i n  t h e  case o f  p u b l i c  t ranspor t ,  i n  t h e  case 

o f  hcusino subs id i es  e x p l a i n e d  above). The n a t i o n a l  accounts concept o f  

hoitsehold consutrpt ion i s  de f ined  ' a t  t rs rket  p r i c e s ' .  Thil: Prrcunts t o  t h e  



producers '  p r i c e  less  t he  consuvpt ion subsidy. Consequentty, t h i s  concept 

o f  consunpt ion a t  market p r i c e s  underest imates t r u e  consumption, as i s  

i m e d i a t e l y  ev i den t  i h  the  case o f  two c o m o d i t i e s  t h a t  are r o r e  o r  Lesc 

c l ose  s u b s t i t u t e s  bu t  o f  which o n l y  one i s  subsidized. 

As yet, i t  i s  no t  y e t  dec ided p r e c i s e l y  how t h e  rev i sed  Utl  Systen of 

n a t i o n a l  accounts w i l l  i n c o r p o r a t e  these new concepts i n  t h e  accounts. Tc 

i n c o r p o r a t e  therc complete ly  w i l l  r a i s e  a  host  o f  problerrs: p r e c i s e l y  which 

oovernrent-produced comrodi t i e s  a re  actua l ty  non-col l e c t  ive; what i s  t h e  

d e l i n e s t i o n  ( i f  t h e r e  i s  any v e a n i n c f u l  d e t i n e a t i o n  a t  a l  l) between consurpt  i o n  

subs id ies  and p roduc t  i o n  subsidies;  should  out  lays  o f  enterpr ises,  such as 

t r a i n i n '  schenes and o t  he r  f a c i  li t i e s  f o r  employees, a  Lso be r e c l a s s i f  i e d  as 

househo Ld consurnption; and so on. Moreover, r ep l ac i no  the  p resen t  concepts by 

t he  nove l  ones would lcose t h e  sare t inkaae between n i c r o ( t a x  basedl-concepts 

and nacro-concepts t h a t  the  conceptua l  changes d iscyssed i n  t h e  p reced inc  

s e c t i o n  were desipned t o  i r p r cve .  Once more, t he  s o l u t i o n  i s  t o  i n t e c r s t e  bo th  

approaches i n  t he  systern, cf. s e c t i o n  5 .  

Thus, r e c o p n i t i o n  c f  t he  r c l e  o f  aovernment i n  c o n t r o l l i n c  consumption has 

cons iderahte i r p a c t  on t h e  n a t i o n a l  accoclnts a c c r e ~ a t e s .  I t  has an even c r e a t e r  

i r rpact  on t h e  d i s t r i b u t i o n  o f  i n co re  between households: covern ren t  expend i tu re  

on each commodity and subs id ies  b e n e f i t  households w i t h  s p e c i f i c  socio-eccnomic 

c h a r a c t e r i s t i c s .  I n  t h e  Netherlands, the  Coc ia l  and C v l t u r a l  Ptanninc Pureov 

has done research on these d i s t r i b u t i o n a t  consequences (c f .  e.p. SCP, l9Cl) .  

Usinc i n d i  ca to r s  c f  t he  use o f  covernvent-produced a r  -subs i d i z e d  c c m o d i  t i es ,  

c o v e r n ~ e n t  expend i tu re  can be t t t r i b u t e d  t o  s p e c i f i c  'roups o f  households. Thus 

educa t iona t  and c v l t u r a t  expend i tu re  appears t o  b e n e f i t  p a r t i c u t a r l y  hcusehctds 

i n  t he  upper income b racke t s  and (low income) s tuden t  hcuseholds, a t  l e e s t  i f  

t h e  (debatable) assurrpt ion i s  adopted t h a t  educz t i cn  and c u t t u r a l  p c t i v i t i e s  

a re  non -co l l ec t i ve  goods. S o c i a l  se r v i ces  and h e a l t h  care, i n  contrast ,  

apparen t l y  b e n e f i t  t h e  lower  i n c m e  o rwps .  The c 5 s t r i b u t i o n a l  conseauences r a y  

a l s o  be analysed f r o ~  d i f f e r e n t  p o i n t s  o f  view, such as hausehold ~ o r ~ p c s i t i o n  

and o t h e r  socio-democraphic i n d i  cators.  



4. D i s t r i b u t  i o n a l  i r p l i  ca t i onc  o f  i n f o r r r a l  product  i o n  

I n  p r e - i n d u s t r i a l  and e a r l y  i n d u s t r i a l  s o c i e t i e s  t h e r e  i s  a  l a rge  i n f c r r r a l  

economy: a  substant  i a 1  p a r t  of t o t a l  ou tpu t  i s  n o t  s o l d  f o r  rrcney bu t  rerrains 

i n  t h e  household c r  i s  t r a d e d  by ba r t e r .  T h i s  i s  p a r t i c u l a r l y  t r u e  f o r  

a g r i c u l t u r a l  p r o d u c t i o n  and p rocess ing  of p r i s a r y  products.  As the  teve t  of 

development r ises,  t h i s  i n f o r m a l  prod i lc t  i o n  i s y a c i u ö l  l y  drawn i n t c  t h e  farrra l 

econory. Thus, i n  developed coun t r i es  almost a l 1  a g r i c u l t u r a l  p r o d u c t i o n  and 

p r imary  p roduc t  p rocess in?  i s  sonet ized. Natura1 ly, t h i s  deve topment leads t o  

imcomparabi l i t y  - over  t ime  and between coun t r i es  w i t h  d i f f e r e n t  l e v e l s  of 

developrrent - o f  n a t i o n a l  incme, c r o s s  d o ~ e s t i c  product  and so on, i f  t h e  

t a t t e r  would i n c l u d e  marketed p r c d u c t i o n  onty. Therefore, i n  t h e  UN Systerr of 

Na t i ona t  A c c o u ~ t s  t h i s  i n f o r t r a l  p r o d u c t i c n  i s  incluc!ed i n  t o t e l  product ion,  the  

v ô l u a t i o n  be ing  a t  t he  na rke t  p r i c e  o f  t he  equ i va l en t  p roouc ts  t h a t  a r e  s o l d  

f0r Koney. S i r r i  l a r t y ,  t h e  i n f o r m a l  product  i o n  cannot he neo lec ted  i n  i n t e r -  

househoCd corrpariscns: genera l l y  speaking, t he lower i t s  vonetary  i n c o r e  and 

t he  more ' r u r a l '  t he  househc ld  is, t h e  h i ~ h e r  i t s  i n f o r n a l  p r c d u c t i o n  ana' i t s  

consumption c f  these own-account products.  Consequently, t o  o b t a i n  a  c o r r e c t  

p i c t u r e  o f  t he  d i s t r i b u t i o n  o f  consurrption and, i n  a  sense, o f  incore, t h e  

i n f o r n a l  ou tpu t  should  be taken i n t o  account. Th i s  i s  p r e c i s e l y  what i s  done i n  

t h e  s o c i a l  sccoun t inp  r a t r i c e s  t h s t  ? re  ncw becominc t h e  r rz jo r  s t a t i s t i c a t  t o o t  

f o r  the  des icn  o f  development s t r a t e o i e s  ano econcvic p o t i c i e s  i n  many 

deve Lopi n? ccunt r i  es. 

Thouch i n f o r r a l  a c r i c u l t u r a l  p r o d u c t i c n  i s  i n s i c n i f i c a n t  i n  developed 

count r i  es, o t he r  types o f  i nforma L p r o d u c t i c n  have becore much more impo r tan t  

i n  recen t  decades. Th i s  i s  p a r t i c u l a r l y  t r u e  o f  do - i t - you rsc t f  a c t i v i t i e s .  h 

p l a u s i b l e  exp lana t i on  c f  t h i s  t r e n d  i s  t he  inc rease  i n  t a x  r a t e s  and t he  Level  

of s o c i a l  s e c u r i t y  c o n t r i b v t i o n s .  T h i s  inc rease  has, t o  a cons iderab le  depree, 

chased r e p a i r  and maintenance of d w e l t i n c s  out  o f  t he  f o r n a l  economy. T h i s  

process has, i n  turn, oenerated new f o r s a l  a c t i v i t i e s ,  v i z .  the  p r o d u c t i o n  c f  

p roduc ts  f a c i l i t a t i n ~  do- i t - yourse l f .  These products, and t h e i r  p r a d u a l  

t e c h n o l o g i c a l  inproveflent, rep resen t  a  form o f  induced i n n o v a t i o n  t h a t  has nade 

t h e  s h i f t  towards do - i t - you rse l f  i r r e v e r s i b l e ,  a t  l e a s t  t o  a  c e r t a i n  extent .  

Conseouent ly, t h e  p r c b  tem o f  ? cons iderab le  i n f o r r a l  p roduc t  i o n  w i  t h  i n t  r i  ca 

l i n kaces  w i t h  f o r r a t  p r o d u c t i o n  i s  here t o  stay. Th i s  rakes  i t  i m p e r s t i v e  t o  

p r c v i d e  an adeouate s t a t i s t i c a 1  d e s c r i p t i o n  of t h i s  t ype  c f  i n f c r n a l  

product ion.  Scmething s i r r i l a r  appearc t o  have happened i n  case o f  a  n u ~ b e r  o  



serv ices.  Examples a re  r e t a i l  t r a d e  services,  laundry services, and so on. I n  

a d d i t i o n  t o  th is ,  t h e r e  a re  a  nurcber o f  se rv ices  which have atuays heen 

produced by t he  household f o r  i t s  own use: household a c t i v i t i e s ,  r a i s i n ?  

c h i l d r e n  and so on. Moreover, t h e r e  a re  a  Lot o f  i n te rhouseho td  se r v i ces  t h a t  

do no t  lead  t o  money f lows and are, consequent ly, t o  be conside r e d  as in fo r f ia  L: 

v o l un tee r  uork, h e l p i n g  ne ighbours  and f a p i  Ly w i t h  severa t  a c t i v i  t ies ,  and so 

on. These a c t i v i t i e s  have never been i n c l u d e d  i n  o f f i c i a l  s t a t i s t i c s  on 

p roduc t  ion, c o n s u ~ p t  i o n  and income. 

One reason f o r  t h i s  i s  t h a t  econor i c  s t a t i s t i c s  have been h e a v i t y  in f tuenced  

by economic theory; i n  a  dcminant p a r t  o f  econonic theory  households a re  viewed 

as consurrers only, n o t  as prcducers. The 1968 ed i  t i o n  c f  the  Stik depar ted f roa  

t h i s  view by d e f i n i n 9  househotds i n s t i t u t i o n a t l y ,  i.e. i t  i n c l u d e d  

un incorpora ted  e n t e r p r i  ses i n  t h e  hcusehc ld  sec to r  f o r  which income and ou t  l a y  

accounts a re  made. But  t h e  1968 SIJA d i d  no t  ?o a l t  the  way: i t  i n c l u d e d  c n l y  

i n c o r e  from forma1 household p roduc t  i o n  (i.e. t h a t  o f  un i ncc rpo ra te  

e n t e r p r i s e s )  and t h e t  f rop  t he  L i r i  t e d  number o f  i n f o r m a l  a c t i v i t i e s  i n d i  cated 

above. I n  t h e  1970s t he  exc tc is ion c f  i n f c r m a l  p roduc t i on  carre t o  he 

c r i t i c i z e d .  P a r t i a l l y ,  t h i s  was caused by t h e i r  i nc reased  si 'n i f icance, 

p a r t i a l  Ly by deve lopments i n  econor i c  thecry .  Thus, t he  emergence o f  t he  'neig 

home e c o n o ~ i c s '  Led t c  an i n c r e a s i n p  auareness o f  the  p r o d u c t i v e  r o t e s  c f  

househclds. 

Th is  c r i t i c i s m  o f  t he  n c t i o n a l  x c o u n t s  has, hcwever, n c t  Led t o  chenpes i n  

t he  acccunts '  concepts. One impor tan t  reascn f o r  t h i s  i s  t h a t  i t  i s  c u i t e  

d i f f i c u l t  t c  decide upon t h e  p roper  v a t u a t i o n  o f  i n f o r m a l  se rv ices .  Py 

d e f i n i t i o n ,  they a re  n o t  sold; hence the  pa rke t  does n c t  d i r e c t  l y  p rov i de  

p r i c e - t a g  f o r  ther .  I n  t he  case o f  i n f o r s a t  a p r i c u l t u r ? l  p r o d u c t i o n  t h i s  

probterr i s  easier,  because goods t h a t  e re  f u t  l y  corrparab l e  t o  those i n f c r r a  L t y  

produced a r e  s o l d  i n  t h e  narket.  The p r i c c s  o f  t he  l a t t e r  can be a p p t i e d  t o  t h e  

f o r ce r .  I n  t he  case o f  i n f o r m a l l y  produced se rv i ces  t h i s  approach i s  more 

troublesome. Thouph i n  many cases se rv i ces  t h a t  a re  s i m i l a r  t c  t h e  in for rnat  

ones a re  be ing  s o l d  i n  t h e  narket, i t  i s  o f t e n  n o t  easy t o  p i n  down an exact  

p r i c e  f o r  each serv ice.  T h i s  probler,  t h e  measurement o f  t h e  ' q u a n t i t y '  o f  

ou tpu t  o f  forma1 services, i s  nou be ing  t a c k l e d  by economic s t a t i s t i c i a n s .  The 

bas i c  approach i s  t o  des ign  a d c t a i l e d  c t a s s i f i c a t i o n  o f  se r v i ces  f i r s t .  Once 

t he  t a t t e r  has been estab l ished,  t he  p rob ten  o f  q u a n t i t i e s  snd p r i c e s  becores 

f a r  nore t r ac tab le .  I n  t h e  case o f  i n f o r n a l  se r v i ces  the p rob lep  i s  the  o t h e r  



way around: q u a n t i  t y  i n f o r m a t i o n  can be obtained, b u t  p r i c e s  a re  neeoed t o  

c a l c u l a t e  values. The developrrent o f  a  ' se rv ices  c l a s s i f i c a t i o n '  w i l 1  

f a c i l i t a t e  t h i s  too, p rov i ded  t h e  c l a s s i f i c a t i o n  i s  designed w i t h  t h i s  purpose 

i n  mind. 

- 
Fo r  t h e  t ime being, however, t he  change i n  t h e  vo l ime o f  f o r r r a l l y  producec 

se rv i ces  i s  c o s t  l y  measured by def l a t i n g  t he  va lue o f  t he  se r v i ces  w i t h  p r i c e s  

of i n p u t s  such as wane rates.  Conseoitently, t he  o n l y  way t o  c a l c u l a t e  the  va lue  

c f  i n f o r m a l l y  produced se rv i ces  would be t o  ass ian  a  va lue t c  the  anount of 

l abour  they  i -eauire.  But the  l a t t e r  would lead t o  very a r b i  t r a r y  values, 

because i t  i s  unc lea r  which wage r a t e s  shou ld  be employed. As a  ccnsequence, 

t he  r e s u l t i n 5  a-cregates, l i k e  CDP and n a t i o n a l  incore, wout$ be o f  l i s i t e d  

use. To a v o i d  t h i s ,  n a t i o n a l  accountants  p r e f e r  a  more r e s t r i c t i v e  d e l i n e a t i c n  

of product ion,  even i n  t h e  case o f  ncn-serv ice i n f o r ~ a l  p roc iuc t i cn  L ike do - i t -  

y c u r s e l f  a c t i v i t i e s .  

Ka tu ra l l y ,  t h i s  ' s o l u t i o n '  does n o t  solve t h e  problerc t h a t  a  cons iderah le  

and non-constant p a r t  o f  p r o d u c t i o n  i s  i n f o r c a l  ano should be reasured  i n  o roe r  

t 0  o b t a i n  a  cmprehens ive  p i c t u r e .  Th i s  p r o b l e r  i s  even vore  t roub lesor ,e  f r c r  a  

d i s t r i b u t i c n a l  p o i n t  of view: i t  i s  q u i t e  c l e a r  t h a t  i n f o r r a l  p r c d u c t i o n  i s  n o t  

un i f c rm l y  d i  s t r i b u t e d  over households. t:cusehclds uhere a l  l reobers  have f o r ~ s  t  

jobs have less  t ime  a v a i l a b l e  f o r  inforrr ia l  p roduc t i on  than householcs cf which 

every  rember i s  unerploye$; t h e r e  p re  s y r t e n a t i c  v a r i ~ t i c n s  c f  i n f c r r a l  

p roduc t i ve  capac i t y  w i t h  ace and occupa t i ona l  s k i l l s ;  and so on. Ccnseouently, 

cne may suspect t h c t  .?cnunt i rc f o r  i n f o r ~ a l l y  produceci ~ o o d s  pnd se rv i ces  leads 

t o  a  d i f f e r e n t  p i c t u r e  o f  t h e  t c t a l  a v s i  l a b i  l i t y  c f  coods and serv ices .  F u t  

d i f f e r e n t t y ,  t a k i n a  zcccunt o f  i n f c r r a l  p roduc t i on  r a y  Lead t o  a  d i f f e r e n t  

income d i s t r i b u t i o n .  Thereforc,  d isaooregated c u a n t i t y  data en i n f c r n a l  

p r cduc t  i o n  p r e  needed, even t houoh i t rens ins  i r rposs ib  te, o  r unadv i  sab te, t c  

t r ans fo rm  thrm in t0  va lue  es t i na tes .  I n  t h e  case o f  services, these q u a n t i t y  

da ta  wculd  amount t o  da ta  on t he  t i r e  spcnt on t he  p r c d u c t i c n  of  a rsnpe o f  

s p e c i f i c  a c t i v i t i e s .  

Such da ta  a re  absent i n  t r a d i t i o n a l  e c o n m i c  s t a t i s t i c s .  Prcbably, t h e  f a c t  

t h a t  i n f o m a l  p r o d u c t i o n  i s  n o t  t axed  has soce th ing  t c  do w i t h  t h i s .  I n  recen t  

years, hcwever, no re  i n f c r r r a t i o n  has b e c c ~ e  ava i  l a b  Ce, dcie t o  t he  developrrent 

o f  time-budoet surveys: surveys c f  t h e  way hcuseholos, o r  i n d i v i d u a l s ,  spenC 

t h e i r  t i ~ e .  Rut u n f o r t u ~ a t e l y ,  r o s t  t i m e - h u d ~ e t  surveys ? r e  nc t  ~ e a r e d  t c  thc 



measurement of i n f o r n a l  p roduc t  i o n  and i t s  d i s t r i b u t  i o n a l  c h a r a c t e r i  s t  ics .  

Instead, they focus on t he  use o f  t ime  as such and devote a l o t  o f  a t t e n t i o n  t c  

e.g. rec rea t ion .  Wi th  such s wide focus, one ob ta i ns  c l a s s i f i c a t i o n s  o f  t i s e  

use t h a t  d i f f e r  f r o v  those t h a t  a re  most s u i t a b l e  when measurecent of i n f o m a t  

p roduc t i on  i s  t h e  r ra in  purpose. For example, t ime spent k n i t t i n c  i n  the w a i t i n -  

room of a doc to r  may be c l a s s i f i e d  as ' w a i t i n g '  i n  a general-purpose survey bu t  

shou ld  be c l a s s i f i e d  as ' k n i t t i n g '  . . i n  a survey geared t o  measurinq product ion.  

S im i l a r l y ,  t he  c l a s s i f i c a t i o n  of households i n  a oenera l  purpose survey nay 

d i f f e r  cons ide ra f l y  from t h e  one r e q u i r e d  f o r  an a n ~ l y s i s  o f  incone 

d i s t r i b u t i o n .  For t h i s  reason, t h e  CBS has decided t o  develop a i ine-budcet  

survey t h a t  i s  e x p l i c i t l y  des igned t o  capture i n f o r r a l  p r o d u c t i o n  and i t s  

d i s t r i b u t i o n a l  input .  I n  p r a c t i c e  t h i s  i m p l i e s  t h ree  t h i nos :  

- I n  the  case of r r u l t i p l e  t i r re  m e  ( ' k n i t t i n c  i n  the w a i t i n c  rco r r ' l  t h e  t i n e  

i s  c l a s s i f i e d  as p roduc t i ve  as soon as one c f  t he  a c t i v i t i e s  ccncerned i s  

p roduc t i ve .  

- The c t a s s i f i c a t i o n  o f  t i r e  use i s  such thzt ,  as f a r  as feas ib le ,  

compa rab i l i t y  w i t h  t h e  Dutch ve rc i on  o f  t h e  I S I C  i s  a c h i e v e l  wh i l e  a t  t he  

save t i v e  t he  type o f  se r v i ce  o r  cyod cap be i d e n t i f  ied. 

- Households a re  c l a s s i f i e d  such as t o  a d a i t  t inkage w i t h  inccve  d i s t r i b u t i c n  

de ta  u i  t h i n  a comprehensive f rarework c f  i c c i  a l  ?nd eccno r i  c sccount s. 



5 .  Households i n  an i n t e g r a t e d  meso-syster 

fn each of t h e  p reced ina  sect  i ons  we encountered cases where economic 

s t a t i s t i c s  a r e  'damned if they  do and damed if they  don ' t ' :  - - t he  conf l i c t i n ?  

demands p l aced  on ~ a c r o - d a t a  by ~ac ro -econom ic  theory  and by t h e  need f o r  f f i c r o -  

macro l inkage; by t h e  l a t t e r  and t h e  need t o  take  i n d i v i d u a l  b e n e f i t s  of 

c o l l e c t i v e  expend i tu re  i n t o  acccunt; and by t h e  need t o  know t h e  impact of 

i n f o r n a l  p r o d u c t i o n  on bo th  acgregates and income d i s t r i b u t i o n  w i t hou t  s p o i l i n c  

t h e  i n t e r p r e t a b i l i t y  o f  t he  r e s u l t i n g  concepts by a r b i t r a r y  va lua t ions .  I n  each 

of these ins tances  t h e r e  i s  a danoer t h a t  t he  d i f f i c u l t y  o f  cho ice leads t 0  

pa ra l ys i s .  Nor  i s  coaproa iz ing  an a l t e r n a t i v e  opt ion.  The p resen t  S y s t e ~  of 

N a t i o n a l  Accounts takes t h i s  rou te :  sore i n f o r m a l  p r o d u c t i o n  i s  i n c  luded ( t h i s  

i s  c a l l e d  . - ' i apu ta t i ons ' ) ,  b u t  rruch vore i s  excluded, as d iscussed i n  s e c t i o n  

4. As a resu l t ,  t h e  p roduc t i on  concept a c t u a l l y  e ~ p l o y e d  i s  n o t  wel1  s u i t e d  t o  

dea l  w i t h  t o t a l  product ion,  b u t  e q v a l l y  unsui tab le .  f o r  d e a l i n c  w i t h  f o r ~ a l  

product ion.  S i m i  l a r l y ,  the  p resen t  SKA r e rou tes  a l o t  o f  i n c l o n e  f lcws, e.o. 

those r e l a t e d  t o  pens ion  funds, i n  ways t h a t  d i f f e r  f rom t h e  poney f lows  ( t h i s  

i s  c a l l e d  ' a t t r i b u t i o n s ' ) ,  bu t  neo lec t s  t o  make a t t r i b u t i o n s  t o  show, e.o., hcw 

much cc1  l e c t i v e  expen6i  t u r e  i s  a c t u a l  l y  household consumpt ion. As a 

conseauence, t he  system i s  n a t  s u i t a b l e  f o r  l i n kace  w i t h  micro- incove data, bu t  

a l s 0  unusefu l  f o r  sn  a n s l y s i s  o f  a c t u a l  household c o n s u ~ p t i o n .  

Na tu ra l l y ,  i t  i s  n o t  i n p o s s i b l e  t o  i n t e g r a t e  a l 1  these p o i n t s  o f  view and 

a l t e r n a t i v e  concepts i n t o  t he  sys te r .  6 u t  t h i s  would r e s u l t  i n  an i n p c s s i b l y  

unu ie l dy  s t r uc tu re .  Therefore, t h e  CES has proposed a m d u l a r y  approach t o  t h r  

n 2 t i o n a l  x c o u n t s  end i s  u o r k i n q  on i t s  f u t 1  developsent, a i r i n ?  t c  sdopt i t  

~ r a d u a l l y .  I n  t h i s  approach t h e  n a t i o n a l  accounts a re  r eo rcan i zed  i n t o  a 

' co re '  and a se t  o f  ' rodu les ' .  The core  i s  an i n s t i t u t i o n a l  systev, t h a t  i s  a 

systeng where concepts and v a l u a t i o n s  a r e  

- c lose  t o  micro-concepts i n  o r d e r  t o  ach ieve easy l i n kage  w i t h  t h t  l a t t e r  

- c lose  t o  monetary f lows, i n  o r d e r  t o  avo id  p rob lens  o f  v a l u a t i o n  and ach ieve 

easy i n t e r p r e t a b i l i t y .  

Conseauent ly, t h e  co re  d i f  f e r s  subs tan t  i a 1  l y  f ram t h e  p resen t  sys tea  o f  

na t  i o n a l  accounts, p a r t i c u l a r  l y  i n  i t s  t reatment o f  households: i t  con ta i ns  no 

i r r iputat ions and no a t t r i b u t i c n s .  



The core serves as the  c o o r d i n a t i n g  f ramework f o r  a (cons iderab le )  n u ~ b e r  of 

modules. To t h i s  end, i t  i s  e s s e n t i a l  t h a t  t he  core has a wel1  def ined- ' r reso-  

s t r u c t u r e ' :  i n  t h e  con tex t  of t h e  p resen t  paper, two elements c f  t h i s  neso- 

s t r u c t u r e  should be nentioned. The f i r s t  one i s  t h e  corrmodi t y  c l a s c i f  i c a t i o n .  

c5g Production, consunption, f a r e i o n t r a d e  i i t h - c o - a r e d e t a i l e d i n t o o n e  

u n i f  orm comod i  t y  c l a s s i f  i c a t  i o n  o f  coods and se rv i ces  by t h e i  r nature.  

The second e lepen t  of the  peso-st r u c t u r e  t h a t  i s  r e l e v a n t  here i s  a breakdown 

of househclds in t0 a (not  t o o  l s rpe )  nu rbe r  o f  Froups. The choice of these 

oroups should be rrade p r i m a r i l y  f o r  a n a l y t i c a 1  purposes and w i t h  t h e  

coo rd i na t i no  r o l e  o f  the co re  i n  vind. I n  addi t ion,  t h e  p o i n t  o f  view af d ~ t a  

c o n s t r u c t i o n  i s  i r rpor tant .  Thus, households w i t h  an un inco rpo ra te  e n t e r p r i s e  

necd t o  be i d e n t i f i e d  separately,  hecause i n f o r m a t i c n  on t h e i r  incowe i s  

a v a i l a b l e  i n  b o t h  p r o d u c t i o n  surveys and i n  income tax  data; corrparing these 

may inc rease  the  auaL i t y  o f  b o t h  p r o d u c t i o n  and income data. S i r i  l a r l y ,  a 

breakdown o f  households i n t o  oroups u i t h  d i s t i n c t l y ~ d i f f e r e n t  consumption 

p a t t e r n s  may i r p r c v e  bo tb  the da ta  on t h e i r  ccnsvrrpt icn - based cn  budcet 

surveys - and t h e  es t imate  o f  n a t i o n a l  consumption and p r o d u c t i o n  o f  s p e c i f i c  

comaodi t i e s .  Therefcre, t he  ' co r c '  o f  the  n a t i c n a i  accounts cou id  eventue l l y  

i nc l ude  a breakdown o f  households i n t o  some croups, t h e i r  cho ice detern;ined by 

t h e  p o s s i b i l i t i e s  t o  i n t e c r a t e  da ta  frorr, very  d i f f e r e n t  sources and by the  

recuirernent t h a t  the  n a t i o n a l  accounts p rov i de  a corrprehensive d e s c r i p t i o n  c f  

t h e  e c o n o ~ i c  process. T h i s  breakdown, however, i s  t o o  l i a i t e d  f r o ~  t h e  p c i n t  o f  

view o f  the uce o f  the  6 i s a ~ p r e g a t e d  data. Therefcre, a module i s  needed i n  

a d d i t i o n  t o  the core. Th i s  r o d u l e  con ta ins  s ruch  nore d e t a i l e d  bre2kdown of  

the  household sec to r :  by soc io-econor ic  catecory, type o f  houschold, p r i m r y  o r  

secondary i n c c r e  bracket, ~ n d  so on. Th is  breakdown i s  a k i n  t o  the  cne esp lcyed  

i n  s o c i a i  account ing p a t r i c e s .  The co r rp i l a t i on  o f  i n c o r c  data f o r  these croupr  

s t a r t s  a t  t he  acorepates f o r  t h e  hcusehold r roups  t o  be d i s t i n c u i s h e d  i n  the  

core, and d isacprepates then  on the  b s s i s  o f  r r icro-data f o r  t he  householo 

oroups concerned. A second codule  con ta ins  t he  i n f o r r a t i o n  necessary t o  r eco rd  

consurnption on t h e  has i s  o f  t h e  p r i n c i p l e  of consumpticn by t he  b e n e f i c i a r y .  I t  

con ta ins  t he  Same conrrodi t y  breekdown as the  core 2nd t h e  sare breakdown int0 

oroups o f  households as t h e  f i r s t  module. Consequent Ly, t h i s  'consurnption by 

t h e  b e n e f i c i a r y '  r o d u l e  shcws how nuch o f  the va lue o f  each cmmcd i t y  producec! 

o r  subsi  d i zed  by  covernvent i s  ac tua  l l y  consumed by.  each croup o f  households. 

Thus, t h i s  module shovs the  t e r t i a r y  income d i s t r i b u t i c n .  

A t h i r d  module w i l 1  account f c r  i n f o r r r a l  p r o d u c t i o n  and c o n s u ~ p t i o n  o f  t h e  



goods and se rv i ces  concerned. Once mcre i t  w i  l 1  employ the  Same comrriodi t y  

breakdown as t h e  core. For each conmodity i t  shows hou rwch t ime  i s  spend on 

i t s  i n f o r c a l  product ion.  Then, f o r  each comod i ty ,  b o t h  consumption f r o c  format 

p r o d u c t i o n  ( i n  m n e y  terms) and f r c r  i n f o r m a l  p r o d u c t i o n  ( i n  Labour t i r . e l  a re  

c .  :n. Na tu ra l l y ,  t h i s  module once again  con ta ins  the  sawe ha i seho ld  groups as 

t h e  two modules ment ioned before.  Conseouently, an i n d i c a t i o n  o f  t h e  impact of 

i n f o r m a l  p r o d u c t i o n  on income d i s t r i b u t i o n  i s  i m e d i a t e l y  obtained. Some 

a l t e r n a t i v e  v a l u a t i o n  masu res  cou ld  be added and an unarbiouous v a l u a t i o n  may 

become p o s s i b l e  once a  s e r v i c e  c l a s s i f i c a t i o n  has been developed, cf. s e c t i o n  4. 

Taken toqether, these t h r e e  modules forw a  s y s t e ~  o f  soc i  o-econorrti c  

accounts t h a t  p rov i des  a  complete d e s c r i p t i o n  o f  t he  d i s t r i b u t i o n  o f  income, 

bo th  p r i r a r y ,  secondary, t e r t i a r y  and ' i n f o r c a l ' ,  as we l1  as a  c o r p l e t e  

d e s c r i p t i c n  c f  t he  d i s t r i b u t i o n  o f  c o n s ~ r ~ p t i o n ,  sav ing and so on. A t  present, 

c o w p i l a t i o n  o f  a  f i r s t  v e r s i o n  o f  such P sys ten~  i$ beinp  f i n a l i z e d .  T h i s  f i r s t  

version, c o n t a i n i n c  about 4C household Frcups, i s  s i m i l a r  t o  t he  f i r s t  of t h e  

t h r e e  modules descr ibed  ahovc. I t  i s  i n t e q r a t e d  w i t h  t h e  present  n a t i o n a l  

accounts acoregates s i nce  t h e  complete r e s t r u c t u r i n g  i n t o  a  ~ c d u l a r y  s y s t e r  

r e o u i r e s  a  f a i r l y  Lonp p e r i o d  o f  t i r e .  
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