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Summary

Personal incore distribution data based on tax reccrds are afflicted with twc
major inadecuacies: they cover incomrplete and systematically biased; and
conceptually they were only part cf income.’ The former could be solved to sore
extent by linking the micro data to the hcusehcld income of the national
accounts. This recuires modification of the inccme concept and delineation cf
the household sector in the naticnal accounts. The main conceptual
inadequacies are that individual benefits of public expenciture are ignored
and, second, that the distributional implications of informal production (thet
can be measured by means of time budcet surveys) are neclected. Bcth
inadeguacies can be remedied by chancing the structure of the national
accounts. These should contain a core with a2 mederate mumter of household
sectors and an income cocncept that is close to the one ermplcyed in incore tax
records; and & nurber of modules. The first of these provicdes a further
breakdown of the household sectors in the ccre. The seconc one provides, for
the same sectors, date on individual benefits of public expenditure. The third
module provides, again for the same sectors, informal production data.

Tocether these three modules constitute 2 syster of Socio Eccnoric Accounts.



1. The problem

Personal income distribution has been a major preoccupation of economic
statisticians since the days cf Gregory Kinc. Yet, the present state of the
field is far from satisfactory because of thre - ~jor caps in the official
statistics of most countries. These gaps are so important thet it is no
exaggeration to say that 'the' income distribution remains hidden. The first of
these gaps concerns the distribution of traditionally defined income. By and
large, the latter coincides with the income concepts employed by tax

authorities: monetary incore. Consequently, the main sources for distributional

data are the income tax returns. Mcst published distributional data are
straichtforward tabulations of these returns. Next tc this, the naticnal
accounts contain racro-data on the income of the househcld sector. Usually
there is no direct linkage between these two datasets. This probler is referrec
to as the micro-racroc linkaoce. It is explcred in section 2. The problemr turns
out to be twofold: improved linkage requires adjustrents of macro-concepts that
are nct always desirable from a2 macro-point of view; and even if this price is
paid, there still will be discrepancies between the macro-data anc the
agcrecate of the micrc~data. The two other major gaps in cfficial income
distribution statistics are caused by the fact that the traditional income
concepts have become cutcdated. Two trends are responsibtle fcr this. The firct
is the oradual, but substantial, increase over the past few decaces of
collective expenditure con coods and services cf which the benefits accrue toc
individuals and individual households. Section 2 surveys this. The second trend
is the increase in sore types cf informal production by households, e.¢. do-it-
yourself activities and the crowing awareness that informal production of ¢cocs
end services should be taken into acccunt, both in agerecate income measures
and in distributicnal cats, because it, too, causes divergencies between
monetary income and actual availakility of ocoods and services; section 4

discusses this issue.

In case of the second and third cap, the basic prchlem is that to close ther
can only be effectively achieved within 2 comprehensive statistical framework
Like the national accounts. But this reouires, again, adjustment of the latter
that may be uncdesirable from rmany points of view. To avoid this, 2
restructuringe of the national accounts is necessary. Section 5 briefly explains
this anc indicates how the resulting syster helps uncevering the incomre

distribution.



2. The micro-macro link: primary and secondary incore

Why worry about micro-macro linkage at all? If income distribution datez are

used for distributional analysis and macrc~cdata for their own purpose, why
should one want to Link themr? There are two important -escns. first, the macrec-
datz are usually based on information fror more sources than the micro-data.
Therefore, in a sense they a2re better. Second, the racro-data are intecrated
with data on the production process, on capital financing, and so on. As soon

as one wishes to analyse relaticns between income distribution and these

processes, linkace with the national accounts totals is essential.

Therefore, this section discusses the problems irvolved in this Llinkace.
Broadly speaking, national accounts and tax authorities emplcy the same income
concepts for households or individuals. This concept starts at the incore
received as a consecuence of participation in the.prcduction process (e.c.
waces, salaries, operating surplus of private unincorporate enterprises), acded
to this are property inccme (interest, dividends etc.) whereas costs are
subtracted. In some systems of national accounts, e.c. the Dutch syster, the
result is definec as 'primary income'. Tax systers may not define a similar
concept, but all its corponents are usually on the tax forrs. In national
accounts, a number of flows are added tc primaery incorme in order to obtain
secondary income. These flows are: sccial security contributions and
{necatively) net premiurs, social welfare benefits, direct taxes (necatively,
of course), as well as some other inceome flows like donaticns to charities. The
resultine secondery income is cuite similar to the 'met income' employed in tax

data.

This broad similarity of concepts would seem to lead to easy linkace between
the naticnal accounts dete for the acorecate income of hcusehcolds and the micro-
data derived from tax returns. Yet linkace is freocuently absent. There are four
reasons for this: the coverage differs; in spite of the brcad similarity of
concepts there are 2 number of conceptual différences; differences in
statistical methodology cause cdifferino results and, finally, statistical

discrepencies are caused by black 2ctivities and black income flows.



Sources of discrepancies

Differences in coverage core in two kinds. First, the household sector in

national accounts is defined more broadly than the sum-total of households or

individuals: in some systems of national accounts it includes (mainly for
practical reasons)private non-profit orcanizations working for households, such
as churches, labour unions, non-commercial recreational orcanizations such as
sports clubs, charitable orcanizations (such as the Rockefeller foundation in
the US), and so on. The secend difference in coverace is caused by the fact
that income taxes need not cover all households or individuals. Usually, there
is a2 threshold below which nc incore tax is levied; moreover, in some
countries, e.c. the Netherlands, a part of the households that have only one
wage inccre need not return a tax forr: their direct tex is deducted from their
paycheck by their empleyer. Naturally, in the latter case the cata can be
ottained and added tc the statistics derived fror inccre tax returns, but they
usually display less details and do not centain such non-labour incere

components as may be present.

There are 2 rnumber of differences in concept. lle mention just some cf the
rost dimportant. First, the national accounts consolidate most flows between
households. Thus, interest payments between households, donations to private
non-profit institutions serving households, and so on, do nct show up in the
natjonal accounts aoccregates. In the tax returns they deo, at least in
principle, but freouently not in such & way that it is possible to separate the
flows within the naticnal accounts hcusehold secter frorm those te and from

other sectors. Second, the national acccunts add & number cf iters to household

income that are absent in tax returns. An example is the increase in the
actuarial reserves of Llife insurances and pensicn funds. On the other hand, a
number of items are addecd to income in the tax returns that are not treated as
such in the national accounts. An example is pensions paid by pension funcs.
Third, a number of items are valuated in a very different way by national
accountants and tax authorities. An example is the rent of owner=-occupied
dwellings; national accounts impute the market value and actual costs whereas
tax authorities frequently employ a much lower fictiticus rent and dec not

necessarily subtract costs.



Differences in statijstical methodology may cause very important

discrepancies. There are several methods for compilino the national accounts
aggrecate for household income. Some countries employ the inccre method, which
is mainly based on income tax data. In that case the basic methodclocy of the
national accounts and the income distribution statistics is of co'-se the same;
but national accountants check their estimates against those from other
sources, such as wace data from company and government sources, interest data
from banks, and so on; therefore statistical differences with the income tax
data are created in spite of the similarity in basic methocology. These
discrepancies are exacerbated in countries where national accounting aggrecates
are compiled by means of the production method. Thus, in the Hetherltands the
commodity-flow method is employed to derive data on the generation of value
addecd from production surveys. The resulting estimate of value added is then
allocated to the different sectors, using various types of data. To some
extent, the primary income of the househcld sector is a balancino iter in this

method, linked only loosely to income tax based data.

Related sources of differences are tax evasion and other black
activities. By definition, black income does not show in the tax returns and
hence neither in income distribution statistics that are derived as a
straichtforward tebuletion cf the tax forms. In the naticnal accounts, in
contrast, a substantial amcunt of black activities and of black income flows is
taken into account. This is particularly true if, as explained atcve, the basic
methodology for compilinp the agcrecate income of the househcld sector is not
the income method. Thus, the Dutch national acccunts measure farm inccre frorm
crop estimates, value added in construction to a considerable extent cn the
basis of use of building raterials, interest receipts of households on the
basis of data on interest paid by banks, and so on. In each of these cases
black income paid tc households is included dimplicitly. Moreover, in a number
of cases, there is explicit macro-information on black income, which is

included in the accounts.

Eliminatino the discrepancies

The survey of the main discrepancies between the sgcrecate income of the
household sector and the micro~data based on tax returns, makes clear that it
would be very desirable to have a well-defined linkace hetween the two. The

national acccunte data a2re more comprehensive anc employ concepts and



evaluations that are more useful for economic analysis; moreover, they are
consistent with income estimates for other sectors as well as with production
data. The micro-data, on the other hand, provide distributional information

that is absent from the national accounts.

One way to improve the linkage, advocated by Ruggles and Rucoles (1986) as
well as by Van Bochove and Van Tuinen (198() end Van Bochove and Bloem (1986)
is to alter the nationsl accounts. In particular in two respects. The first

concerns the coverace of the household secter. Thus the private non-profit

institutions serving households should be reroved from the household sector. In
the 1968 editicn of the UN System of Mational Accounts (SHA) these are a
separate sector, but in the current revision of the SNA they will be included
in the householcd sector again, thouch as 2z separate subsecter. The reason oiven
for this is the difficulty of obtaining separate data for the non-profit
institutions. By treating ther as a subsector of the household sectcr, insteed
of a separate sector, it becomes more acceptable to consolicate them with
proper households if date are absent. This ic a step in the wrong direction
from the point of view of micro-macrc linkage; in the Ketherlands the Rugcles'
point of view has been zdapted. One further step in the same direction is to
separate the households with an uninccrpcorate enterprise from those with wape
incomes or transfer incomes only: for the former ¢roup naticnal accounts and
income tax concepts differ more widely than for the latter. Hence separeticn

into separate sectors improves the linkace for the 'pure' householc sector.

The second way te improve the micro-macro link, alsc acvecated by the
authers just mentioned, is to Alter a number of national a2ccounts concepts in
such a way that they conform more closely to the micro-concept reflected in the
income tax data. Here, one very important step is to deconsclidate income flows
within a sector: the income flows shoulcd be defined as the total receipts or
peyments of the households, irrespective of whether the flow is between two
households or between a household and a3 unit in another sector. This proposal
has been accepfed by the expert oroup coordinating the revisicn of the SHA.
Another example of a conceptual adjustment is to alter the national accounts
treatment of increases in both actuarial reserves of and benefits from Life
insurances and pension funds in order to cenform to that in the micro-data.
This redefinition of macro-concepts in order to achieve linkage with micreo-
concepts has a major crawback: the redefined macro-concepts may well be

inadequate from a macro-econoric point of view. Therefcre a structure of the



national accocunts is required that contains both viewpoints; section 5 explains

the approach to this problem that is beino developed by the CBS.

Ideally, redefinition of racro-concepts leads to an acgrecate income for the
household sector that is conceptually close to that in the micro-data. Then, as
far as concepts are concerned, the published income distribution data or the
underlying micro-data could be used by analysts outside statistical offices to
disaggregate the national accounts total. This is the apprcach advocated by
Rugales and Ruogles (1986). However, the Dutch point of view is that this
approach is still inadecuate, because the two aroups of statistical
discrepancies that were mentioned above are nct taken into account. Fcr sore
categeries of income these discrepancies are sizeable, as shown in 2 CBS study
by Van der Laan and De Waard (1985). Moreover, there is no reason to assume
that these discrepancies are 'neutral' in the sense that their distribution
over household or individuals is proporticonal tc the distribution cf the tax
data. Consecuently, the"truq' incore distribution remazins hidden, even if the
national accounts coverage and concepts are aligned more closely with those of
the micro~data. This reans that the distributional data have tc be fully
integrated with the national accounts. Additicnal information should be used to
achieve this. One example of additional data concerns black income from
Llabour. The CBS has conducted extensive surveys of the latter (cf. Van Eck and

Kazemier, 1986); some of the results could be used to bridee the micrc~macro

gap.



2. Individual benefits of collective expenditure

Since the first systems of national accounts were desioned in the late 1940C's,
the role of government in the economy has expanded considerably. National
acvouiics nave not yet been able to catch up. Implicitly, the existing systems
of national accounts accomodate only three main roles of government:

i) providing 'pure' ccllective coods and services

ii) establishing an equitable income distribution

iii) carrying out industrial and employment policies.

Pure collective goods and services are those commodities of which the benefits
do not accrue to specific individuals, but to scciety as a whcole. The classic
example is defense outlays. The national accounts take the point of view that
2ll ooods and services produced by aovernment are purely collective: they are
all consured by the covernment. The second purpose of covernment is evident in
the national accounts in the form of direct taxes and sccial welfare
contributions and ¢rants. The third role of government is visible in national

accounts in the forr of e.o. subsidies to industries.

In the past half century, however, governrent has assumed another role that
has becore of considerable importence: contrclling consumption. There zre twe
aspects to this role. First, covernment mey consider it desirable tc raise (or,
for that matter, depress) national consumption of a croup of occds or services
to a level that differs frcm the one that results if the market is left to its
ovwn devices. Second, the covernment may wish to stimulate consumption of a
group of ccods or services by specific groups of households, in order tc
achieve ar ecuitable distribution of consumption of the cemmedities concerned,

in addition to the purpose of an equitable overall income distribution.

A wide range of instrurents has been developed to achieve these consumption
policies. Government may undertake to produce the cormocities concerned by
itself; it may also subsidize the producers, either by means of lump=-sum
transfers or by sales-linked subsidies; it may route subsidies directly to
households, for example in the form of reimburserent schemes. Each of these

instruments may or may not have distributional conseguences.



Because the national accounts do not explicitly or implicitly identify the
consumption-controlling role of ocovernment, its effects on commodity
consumption and on its distribution are obfuscated. Transactions that are made
for consumption controlling purposes are treated as thouvoh they served one of
the other three purposes. A perfect example is the treatment of subsidies on
rented dwellings in the Dutch system of national accounts. There are several
types of these subsidies. In the national accounts three groups are
distinguished and each of these is treated differently. First, there are
cperating subsidies for lessors of certain classes of dwellings (particularly
part of the cheaper ones). These are treated as production subsidies. Secend,
there are subsidies to lessors when they invest in new cdwellings; these are
treated as capital transfers. Third, there are subtsidies tc individual
households, dependino on the level cf their income and on their rent; these are
treated as social welfare orants. Hence, in spite of the fact that these three
croups of transactions can be considered to have much the same effect and, tc a
decree, the same air (j.e. raising consumption of housing services anag, in a
sense, income, of specific socio-economic c¢roups) they are treated quite

differently.

The consequence of the feilure of the national acccunts té recoonize the
role of cgovernment in controlling consumrption, is that total secondary income
of the household sector does nct reflect the total value cf the coods and
services households can obtein without borrowing; the latter is the income
concept advccated by Hicks: how much can you spencd without being worse off at
the end cf the period. Similarly, the role of government implies that total
hocusehold censumption does not represent the total value of the coods and
services that are actually made available to indivicdual householcs.
Conseauently, two new concepts are recuirec: tertiary income ancd total
consumption of households. These two concepts differ substantially from the
traditional national accounts concepts. Two important differences are:

1) A considerable part of what is now regarded as government consumption does
not consist of pure collective commodities but of comrocities of which the
benefits accrue to specific households or individuals. Examples are public
education, public cultural services, public health services, and so on.

ii) In many instances, subsidies tec private producers are essentially
consumption subsidies (e.¢c. in the case of public transport, in the case
of hecusing subsidies explained above). The national accounts concept of

household consurption is defined 'at market prices'. This amounts to the
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producers' price less the consumption subsidy. Consequently, this concept
of consumption at market prices underestimates true consumption, as is
immediately evident in the case of two commodities that are more or less

close substitutes but of which only one is subsidized.

As yet, it is not yet deciced precisely how the revised UN System of
national accounts will incorporate these new concepts in the accounts. To
incorporate them completely will raise & host of problems: precisely which
covernment-produced commodities are actually non~collective; what is the
delineation (if there is any meanincful delineation at all) between consumpticn
subsidies and production subsidies; should outlays of enterprises, such as
training scheres and other facilities for employees, also be reclassified as
household consumption; and so on. Moreover, replacino the present concepts ty
the novel ones would lcose the same linkace between micro(tax based)-concepts
and macro=-concepts that the conceptual changes discyssed in the precedinc
section were desioned to irprove. Once more, the solution is to intecrate both

approaches in the system, cf. section 5.

Thus, recoonition of the rcle of covernment in controllinc consumption has
considerable impact on the national accounts accregetes., It has an even creater
impact on the distribution of incore between households: covermment expenditure
on each commodity and subsidies benefit households with specific socio—-eccromic
characteristics. In the Netherlands, the Social and Cultural Planning Pureau
has done research on these distributional consequences (cf. e.po. SCP, 19E1).
Usinc indicators cf the use of covernment-procduced or =-subsidized cocrmodities,
government expenditure can be ettributed to specific oroups of households. Thus
ecducational and cultural expenditure appears to benefit particularly hcusehclds
in the upper income brackets and (low income) student hcuseholds, at least if
the (debatzble) assumption is adopted that education and cultural 2ctivities
are non~collective goods. Social services and health care, in contrast,
apparently benefit the lower income croups. The distributional consequences ray
also be analysed from different points of view, such as household compesition

and other socio-democraphic indicators.
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4. Distributional implications of inforral production

In pre-industrial and early industrial societies there is a larce informal
economy: a substantial part of total output is not scld for mcney but remains
in the household or is traded by barter. This is particularly true for
agricultural production and processing of primary products. As the level of
development rises, this informal production is ¢cracduslly drawn intc the forral
economy. Thus, in developed countries almost all agricultural production and
primary product processing is monetized. Naturally, this development leads to
imcomparability = over time and between countries with different levels of
developrent - of national income, oross domestic product and so on, if the
latter would include marketed prcduction only. Therefore, in the UN Syster of
National Accounts this informal production is inclucded in total production, the
valuation beingc at the market price of the equivalent prooucts that are sold
for money. Similarly, the informal production cannot be neclected in inter-
household compariscns: generally speaking, the lower its monetary incore and
the mere 'rural' the househcld is, the hicher its informal preduction and its
consumption cf these own-account products. Consequently, to obtain a correct
picture of the distribution of conmsumpticn and, in a sense, of incore, the
informal cutput should be taken inte account. This 1is precisely what 1is done in
the social accounting ratrices that a2re now becoming the mazjor statistical tool

for the desien of development strategies and econcmic policies in many

developine ceocuntries.

Though informal acricultural producticn is insicnificant in develcped
countries, other types of informal producticn have become much more important
in recent decades. This is particularly true of do-it-yourself activities. A
plausible explanation ¢f this trend is the increase in tax rates and the level
of social security contributions. This increase has, to a considerable deoree,
chased repair and maintenance of dwellincs out of the forral economy. This
process has, in turn, cenerated new formal activities, viz. the production cf
products facilitating do-ijt-yourself. These procucts, and their gradual
technological improvement, represent a form of induced innovation that has made
the shift towards do-it-yourself irreversible, at least to a certain extent.
Consecuently, the problem of 2 considerable informal production with intricate
linkaces with formal production is here to stay. This makes it imperative to
provide an adecuate statistical description of this type of infeorral

production. Scmething similar appears to have happened in case of a number of



services. Examples are retail trade services, laundry services, and so on. In
addition to this, there are a number of services which have always been
produced by the household for its own use: household activities, raising
children and so on. Moreover, there are a lot of interhousehold services that
do not lead to money flows and are, consequently, to be considered as informal:
volunteer work, heiping neighbours and family with several activities, and so
on. These activities have never been included in official statistics on

production, consumption and income.

One reason for this is that econoric statistics have been heavily influenced
by economic theory; in & deminant part of econoric theory households are viewec
as consurers only, not as producers. The 1568 edition of the SKA departed fronr
this view by defining households institutionally, i.e. it included
unincorporated enterprises in the househecld sector for which income and outlay
accounts are made. But the 1968 SNA did not co all Fhe way: it included only
incore from formal household production (i.e. that of uninccrporate
enterprises) and thet from the limited number of informal activities indicated
above., In the 1970s the exclusion cof infermal procuction came to be
criticized. Partially, this was caused by their increased sionificance,
partially by developments in economic thecry. Thus, the emercence of the 'new
home econorics' led tc an increasing awareness of the productive roles of

households.

This criticism of the netional accounts has, hcwever, nct led to chances in
the accecunts' concepts. One important reascn for this is that it is cuite
difficult tc decide upon the proper valuation of informal services. By
definition, they are not sold; hence the mrarket does nct directly provide 2
price-tag for them. In the case of inforral agricultural production this
probler is easier, because coods that are fully comparable to those infeormally
produced are sold in the market. The prices of the latter can be applied to the
former. In the case of informally produced services this approach is more
troublesome. Thouoh in many cases services that are similar tc the informal
ones are being sold in the market, it is often not easy to pin down an exact
price for each service. This probler, the measurement of the 'quantity' of
output of formal services, is now being tackled by econdmic statisticians. The
basic apprecach is to desion a detailed classification of services first. Once
the latter haes been established, the problem of quantities anc prices becores

far more tractable. In the case of informal services the problem is the other
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way around: quantity information can be obtained, but prices are needed to
calculate values. The development of a 'services classification' will
facilitate this too, provided the classification is designed with this purpose
in mind.

For the time beino, however, the change in the volume of forrally produced
services is mostly measured by deflating the value of the services with prices
of inputs such as waoce rates. Conseouently, the only way to calculate the value
cf informally produced services would be to assion a value tc the amount of
labour they veouire. But the latter would lead toc very arbitrary values,
because it is unclear which wagce rates shoulcd be employed. As a ccnsequence,
the resulting accregates, like GDP and national income, would be of lirited
use. To avoid this, naticnal accountants prefer a more restrictive delineation
of production, even in the case of ncn-service informal producticn Llike do-it-

yocurself activities.

Naturally, this 'solution' does not solve the problem that a considerable
anc¢ non-constant part of production is informal anc shoulcd be measurecd in order
to obtain a comprehensive picture. This problem is even more troublesore fror 2
distributicnal point of view: it is quite clear that informal prcduction is not
unifcrmly distributed over households. tcuseholds where all rerbers have formal
jobs have less time available for informal production than householcs cf which
every rember is unemployed; there are systermatic varieticns cof inforral
productive capacity with ace and occupational skille; and so on. Ccnsecuently,
cne may suspect thet acountine for inforrmally produced cocds and services leacs
to a different picture of the tctal availability cf coods anc services. Fut
differently, taking account of inforral production ray tead tc a different
income distribution. Therefore, disacoreoated cuantity data con infcrmal
preduction are needed, even though it rerains impossible, or unadvisable, to
transform them into value estimates. In the case of services, these quantity
data weuld amount to data on the time spent on the preoductien of a2 range of

specific activities.

Such data are absent in traditional econoric statistics. Preobably, the fact
that informal production is not taxed has something tc do with this. In recent
years, hcowever, rore information has beccre available, due to the developrent
of time-tudoet surveys: surveys cf the way hcuseholds, or individuals, spenc

their tire. But unfortunately, rost time—-budoet surveys are not cearecd tc the
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measurement of informal production and its distributional characteristics.

Instead, they focus on the use of time as such and devote a Lot of asttention tc

e.0. recreation. With such 2 wide focus, one obtains classifications of tire

use that differ from those that are most suitable when measurement of inforral

production is the main purpose. For example, time spent knittinc in the waiting
room of a doctor may be classified as ‘'waiting' in a general-purpose survey but
should be classified as 'knitting' in a survey geared to measuring production.

Simitarly, the classification of households in a general purpose survey ray

differ considerably from the one recuired for an anzlysis of incore

distribution. For this reason, the CBS has decided to cevelop a time-budcet
survey that is explicitly designed to capture informal production and its
distributional input. In practice this implies three things:

= In the case of rultiple time use ('knitting in the waitinc rcor') the tire
is classified as productive as soon as one of the acfivities concernec is
productive.

- The classification of tire use is such that, a2s far as feasible,
comparability with the Dutch version of the ISIC is achievec while at the
sare time the type of service or cood can be identified.

~ Households are classified such a2s to admit linkace with inccme distributicn

data within a comprehensive framework of sccial and econormic accounts.



\ A

- 15 -

5. Households in an intearated meso=-system

In each of the preceding sections we encountered cases where economic
statistics are 'damned if they do and damned if they don't': the conflictine
demands placed on macro-data by macro-economic theory and by the need for micro-
macro linkage; by the latter and the need to take individual benefits of
collective expenditure into account; and by the need to know the impact of
informal production on both acgregates and income distribution without spoiling
the interpretability of the resulting concepts by arbitrary valuaticns. In each
of these instances there is a danger that the difficulty of choice leads to
paralysis. Nor is compromizing an alternative option. The present Syster of
National Accounts takes this route: some informal production is included (this
is called 'imputations'), but much more is excluded, as discussed in section

4, As a result, the production concept actually employecd is not well suited to
deal with total production, but equally unsuitable for dealinc with formal
production. Similarly, the present SNA reroutes a lot of inclome flcows, e.c.
those related to pension funds, in ways that differ from the money flows (this
is called 'attributions'), but neglects to make attributions to show, e.g., hew
much cocllective expencditure is actually household consumption. As a
consequence, the system is not suitable for linkace with micro-income datas, but

also unuseful for an analysis of actual household consumpticn.

Naturally, it is not impossible to integrate all these points of view and
alternative concepts intc the system. But this would result in an irpessibly
unwieldy structure. Therefore, the CES has proposed a modulary epproach to the
nztional accounts and is working on its full development, airming tc adopt it

cradually. In this approach the national accounts are reorcanized into a

'core' and a set of 'modules'. The core is an institutional system, that is 2

system where concepts and valuations are

- close to micro-concepts in order to achieve easy linkage with the latter

- close to monetary flows, in order to avoid problems of valuation and achieve
easy interpretability.

Conseauently, the core differs substantially from the present system of

national accounts, particularly in its treatment of households: it contains no

imputations and no attributions.
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The core serves as the coordinating framework for a2 (considerable) number of
modules. Tc this end, it is essential that the core has a well defined 'meso-
structure': in the context of the present paper, two elements cf this meso-
structure should be mentioned. The first one is the commodity classification.
Production, consumption, foreion trade i th> co~~ are detailed into one
uniform commodity classification of coods and services by their nature.

The second element of the meso-structure that is relevant here is a breakdown
of househclds into a (not too large) number of croups. The choice of these
oroups should be made primarily for analytical purposes and with the
coordinatino role of the core in mind. In addition, the point of view of data
construction is important. Thus, households with an unincorporate enterprise
need to be identified separately, because informaticn on their income is
available in both production surveys and in income tax data; comparing these
may increazse the cuality of both production and income date. Similarly, 2
breakdown of households into oroups with distinctly -different consumption
patterns may imprcve both the data on their consumption - based con bhuccet
surveys = and the estimate of national consumption and producticn of specific
comrmodities. Therefcre, the 'core' of the naticnal accounts could eventually
include 2 breakdown of households into some croups, their choice determined by
the possibilities to intecrate data from very different sources and by the
recuirement that the national accounts provide a comprehensive description cf
the economic process. This breakdown, however, is toc lirited fror the pcint of
view of the use of the Cdisaporecated data. Therefore, 2 module is needed in
addition to the core. This module contains & ruch more detailed breakdown of
the household sector: by socic-economic catecory, type of household, prirary or
secondary inccme bracket, and so on. This breakdown is akin to the cne erpleoyed
in scocial accounting matrices. The compilation of income data for these croups
starts at the acorecates for the hcusehold croups to be distincuished in the
core, and disacqoregates them on the besis of micro~data for the househola
groups concerned. A second rodule contains the information necessary to record
consumption on the basis of the principle of consumpticn by the beneficiary. It
contains the same comrodity breakdown as the core and the same breakdown into
groups of households as the first module. Consequently, this 'consumption by
the beneficiary' rodule shcws how much of the value of each commedity produced
or subsidized by covernment is actually consumed by. each ¢croup of households.

Thus, this module shows the tertijary income distributicn.

A third module will account fcr inforral production and consumption of the
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goods and services concerned. Once mere it will employ the same commodity
breakcdown as the core. For each commodity it shows how ruch time is spend on
its informal production. Then, for each commodity, both consumption from formal
production (in money terms) and frem informal production (in labour time) are
¢. 'n. Naturally, this module once again contains the same household groups as
the two modules mentioned before. Consecuently, an indication of the impact of
informal production on income distribution is immediately obtained. Some
alternative valuation measures could be added and an unambiouous valuation may

become possible once a service classification has been developed, cf. section 4.

Taken tocether, these three modules form a syster of socio-economic
accounts that provides a complete description of the distribution of income,
both primary, secondary, tertiary and 'inforral', as well as a corplete
descripticn of the distribution of consumption, saving and soc on. At present,
compilation of a first version of such a syster i$ being finalized. This first
version, containinc about 4C household groups, is similer to the first of the
three modules described ahove. It is inteorated with the present national
accounts acoregates since the complete restructuring into a mccdulary syster

requires a fairly lone pericd of time.
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Flexibility in the system of National Accounts, Eck, R. van,

C.N. Gorter and H.K. van Tuinen (1983)

This:y ner sets out some of the main ideas of what gradually
developed into the Dutch view on the fourth revision of the SNA. In
particular it focuses on the validitK and even desirability of the
inclusion of a number of carefully chosen alternative definitions
the "Blue Book", and the organization of a flexible sgstem starting
from a core that is easier to understand than the 1968 SNA.

The unobserved economy and the National Accounts in the Netherlands,
a sensitivity analysis, Broesterhuizen, G.A.A.M. (1983)

This paper studies the influence of fraud on macro-economic
statistics, especially GDP. The term "fraud" is used as meaning
unreporting or underreporting income (e.g. to the tax authorities).
The conclusion of the analysis of growth figures is that a bias in
the growth of GDP of more than 0.5% is very unlikely.

Secondary activities and the National Accounts: Aspects of the Dutch
measurement practice and its effects on the unofficial economy,

Eck, R. van (1985)

In the process of estimating national product and other variables in
the National Accounts a number of methods is used to obtain initial
estimates for each economic activit{. These methods are described
and for each method various possibilities for distortion are
considered.

Comparability of input-outgut tables in time, Al, P.G. and
G.A.A.M. Broesterhuizen (1985)

In this paper it is argued that the comparability in time of
statistics, and inﬁut-output tables in particular, can be filled in
in various ways. The way in which it is filled depends on the
structure and object of the statistics concerned. In this respect
it is important to differentiate between coordinated input-output
tables, in which groups of units (industries) are divided into

rows and columns, and analytical input-output tables, in which the
rows and colunms refer to homogeneous activities.

The use of chain indices for deflating the National Accounts, Al,
P.G., B.M. Balk, S. de Boer and G.P. den Bakker (1985)

This paper is devoted to the problem of deflating National Accounts
and input-output tables. This problem is_approached from the
theoretical as well as from the practical side. Although the
theoretical argument favors the use of chained Vartia-I indices,

the current practice of compilating National Accounts restricts to
using chained Paasche and Laspeyres indices. Various possible
objections to the use of chained indices are discussed and rejected.

Revision of the system of National Accounts: the case for

flexibility, Bochove, C.A. van and H.K. van Tuinen (1985)

This paper examines the purposes of the SNA and concludes that they
frequenth conflict with one another. Consequently, the structure of
the SNA should be made more flexible. This can be achieved by means

of a system of a %eneral purpose core supplemented with special modules.
This core is a full-fledged, detailed system of National Accounts

with a greater institutional content than the present SNA and a more
elaborate description of the economy at the meso-level. The modules
are more analytic and reflect special purposes and specific
theoretical views. It is argued that future revisions will concentrate
on the modules and that the core is more durable than systems like
present SNA.

Integration of input-out{ut tables and sector accounts; a possible
solution, Bos, C. v.d. (1985

In this paper, the establishment-enterprise or company problem is
tackled gy taking the institutional sectors to which the establishments
belong into account during the construction of input-output

tables. The extra burden on the construction of input-output tables
resulting from this approach is examined for the Dutch situation. An
adapted sectoring of institutional units is proposed for the
construction of Input-output tables. The proposed approach contains
perspectives on further specification of the institutional sectors,
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households and non-financial enterprises and quasi-corporate
enterprises.

NA/08 A nogfgg?)Dutch National Accounting data 1900-1984, Bochove, C.A.
van
This note provides a brief survey of Dutch national accounting data
for 1900-1984, concentrating on national income. It indicates where
these data can be found and what the major discontinuities are. The
note concludes that estimates of the level of national income may
contair ‘naccuracies; that its growth rate is measured accurately
for the .riod since 1948; and that the real ircome grouwtlh sate
series for 19C0-1984 may contain a systematic bias.

NA/0S9 The structure of the next SNA: review of the basic options, Bochove,
C.A. van and A.M. Bloem (1985)
There are two basic issues with respect to the structure of the next
version the UN System of National Accounts. The first is its ’'size ':
reviewing this issue, it can be concluded that the next SNA must be
'large ' in the sense of containing an integrated meso-economic
statistical system. It is essential that the next SNA contains an
institutional system without the imputations and attributions that
pollute present” SNA. This can be achieved by distinguishing, in the
central system of the next SNA, a core (the institutional system), a
standard module for non-market production and a standard module
describing attributed income and consumption of the household
sector,

NA/10 Dual sectoring in National Accounts, Al, P.G. (1985)
The economic process consists of various sub-processes, each
requiring its own characteristic classification when described from a
statistical point of view. In doing this, the interfaces linking the
sub-systems describing the individual processes must be charted in
order to reflect the relations existing within the overall process.
In this paper, this issue is examined with the special refernce to
dual sectoring in systems of National Accounts. Following a
conceptual explanatlion of dual sectoring, an outline is given of a
statistical system with complete dual sectoring in which the
linkages are also defined and worked out. It is shown that the SNA 1968
is incomplete and obscure with respect to the links between the two
sub-processes.

industrial complex, Harthoorn, R. (1

Some industries induce production in other industries. An elegant
method is developed for calculating forward and backward linkages
avoiding double counting. For 1981 these methods have been applied
to determine the influence of Dutch agriculture in the Dutch economy
in terms of value added and labour force.

NA/12 Production chains, Harthoorn, R. (1986)
This pager introduces the notion of production cains as a measure
of the hierarchy of industries in the production process. Production
chains are sequences of transformation of products by successive
industries. It is possible to calculate forward transformations as
well as backward ones.

NA/11 Backward and forward linkages with agggiplication to the Dutch agro-

NA/13 The simultaneous compilation of current grice and deflated input-
output tables, Boer, S. de and G.A.A.M. Broesterhuizen (1986)
This paper discusses a number of aspects of the procedure according
to which in ut-outﬁut tables are compiled in the Netherlands. A few
years ago this method underwent an essential revision. The most
significant improvement means that during the entire statistical
process, from the processsing and analysis of the basic data up to
and including the phase of balancin% the tables, data in current prices
and deflated data_ are obtained simultaneously and in consistency
with each other. Data in current prices first used to be compiled and
data in constant prices and changes in volume and prices used to be
estimated only afterwards. With the new method the opportunity for
the analysis of the interrelations between various kinds of data, and
thus better estimates is used.

NA/14 A proposal for the synoptic structure of the next SNA, Al, P.G. and
C.A. van Bochove (1986)
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Features of the hidden economy in the Netherlands, Eck, R. van and
B. Kazemier (1986)

This pager presents survey results on the size and structure of the
hidden labour market in the Netherlands.

Uncovering hidden income distributions: the Dutch approach, Bochove,
C.A. van %1987)

Main national accounting series 1900-1986, Bochove, C.A. van and
T.A. Huitker (77°7)

The main nationz. accounting series for the Netherlands, 1900-1986,
are provided, along with a brief explanation.

The Dutch economy, 1921-1939 and 1969-1985. A comparison based on
revised macro-economic data for the interwar period, Bakker, G.P. den,
T.A. Huitker and C.A. van Bochove (1987)

Constant wealth national income: accounting for war damage with an
ﬁpplication to the Netherlands,1940-1945,Bochove, C.A. van and
. van Sorge (1987)

The micro-meso-macro linkage for business in an SNA-compatible
system of economic statistics, Bochove, C.A. van (1987)

Micro-macro link for government, Bloem, A.M. (1987)

This paper describes the way the link between the statistics on
Eovernment finance and national accounts is provided for in the
utch government finance statistics.

?igg7§xtensions of the static open Leontief model, Harthoorn, R.
The results of input-output analysis are invariant for a
transformation of the system of units. Such transformation can be
used to derive the Leontief price model, for forecasting input-
output tables and for the calculation of cumulative factor costs.
Finallg the series expansion of the Leontief inverse is used to
describe how certain economic processes are spread out over time.

Compilation of household sector accounts in the Netherlands
National Accounts, Laan, P. van der (1987)

This Eager provides a concise description of the way in which
household sector accounts_are compiled within the Netherlands
National Accounts. Special attention is paid to differences
with the recommendations in the United Nations System of
National Accounts (SNA).

On the adjustment of tables with Lagrange multipliers, Harthoorn, R.
and J. van Dalen (1987)

An efficient variant of the Lagrange method is given, which uses no
more computer time and central memory then the widely used RAS
method. Also some special cases are discussed: the adjustment of row
sums and column sums, additional restraints, mutual connections
between tables and three dimensional tables.
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