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STANDAD NATIONAL ACCOUNTING CONCBPTS, ECONOIIIC THEORY AND DATA 

COWILATION ISSUES 

Abstract 

In this paper, the four successive guidelines of the United Nations on 

nat ional accounting are discussed ' in view of economic theory (Keynec ian 

analysis, welfare, Hicksian income, input-output analysis, etc.) and 

data cumpilation i s s u e s  ( e . g .  the link wich concepts in administrative 

data sources). The new guidelines of the EC should complement those o f  

the UN and be simpler and more cost-efficient. It should define a balan- 

ced set of operational concepts and tables which is attainable f o r  most 

EC countries within 5 years. Furthermore, f o r  international Elows, a 

distinction should be made between those between EC-councries and those 

with non-EC countries. 
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In 1947, the United Nations published the report "Measurement of natio- 

na1 income and the construction of social accounts" (UN, 1 9 4 7 ) .  The 

report was a landmark in the history of national accounting for two 

reasons. First, it contained the first Eully elaborated and detailed 

national accounting systern. Secondly, it contained for the first time 

international recornmendations on compiling national accounts. 

Since that time, several international guidelines on national accoun- 

ting have been published. In order to help planning the Marshall-aid, 

the OEEC developed a "Standardised System of Natíonal Accounts", which 

was published in 1952 (OEEC, i.e. the forerunner of the OECD, 1952). In 

the next yeat, rather similar guidelines were published by the United 

Nations; it is commonly known as 'the first SNAP (Systern of National 

Accounts) (UN, 1953). The similarity was not surprising, as Stone played 

a major ro2e in constructing both guidelines. The OEEC guidelines and  

the first SNA can be dubbed as the second generation of international 

guidelines on national accounting. 

The third generation started by the publication of a new SNA in 1968 

(UN, 1968). In revising the SNA, Stone again played a centra1 r o l e .  In 

1970, the EC issued their own guidellnes: the Eutopean System of 

National Accounts (ESA) (Eurostat, 1970). Its basic concepcs are racher 

similar to the second SNA. The ESA is intended to be in l i n e  w i c h  t h c  UN 

guidelines, while clarifying some of the SNA-concepls and taking more 

explicit account of the needs of the EC-countries. 

At present, a new revicion of the SNA and the ESA is under way. This 

fourth generation of international guidelines is expecred Co be approved 

in 1993. 

Since their first appearance, the international guidelines have been 

of great practica1 irnportance to national accounting because of their 

function as pedagogical instrument and international standard for 

harmonizing the national accounting concepts ernployed throughout the 



world. 

Their role as a pedagogical instrument was crucial in spreading the 

idea of national accounting. The guidelines made clear why national 

accounts figures should be compiled, explalned the basic logic  of 

national accounting and provided a clear example of how a national 

statistica1 system could be set up. Furthermore, they employed concepts 

on which consensus was reached by leading international experts 

The international organizations played a major role in spreading the 

use o£ the conventions adopted in the international guidelines. They 

stimulated their use by providing free statistica1 help and advice. And 

they enforced the concepts by obliging member countries co submit 

figures Eollowing these concepts and by employing these Eigures also in 

taxing and subsidizing their member countries. 

A major purpose of the international guidelines was to improve the 

international comparability of national accounts figures by providing 

standard concepts and classifications. This is clearly expressed in the 

1947 report "The Sub-Committee hopes that the guiding principles and 

recommendations formulated . . .  wil1 be applied to the widest pocsible 
extent in each country in the computation of national income and related 

accounts in order to secure greater international comparability than in 

the past" (UN, 1947, Preface). 

In 1984, Richard Stone was awarded the Nobel-prize to a main e x t e n t  

for hic role as principal architect of the international guidelines on 

national accounting. ~n'this way, also the importance of the in~erna- 

tional guidelines to econornic science was acknowledged. 

In this paper, the four successive guidelines on national accounting 

by the United Nations are described and compared. A special focus is put 

on the relationship with concepts in econornic theory and data compi-  

lation issues. The relationship with economic theory involves issues 

like: how Keynesian or welfare-oriented are the successive guidelines? 

o r :  is attention paid to human capital and micro-macro links? Exarnples 



of data compilation issues are the relationship with concepts in 

business accounts and customs data or the estimation of the value of 

unpaid household services or the services of owner-occupied dwellings. 

It should be realized that in devisíng a standard systern of national 

accounts, compromises are unavoidable. It is impossible to meet simulra- 

neously the wide-ranging data needs and possibilities al1 over the world 

(see Bos, 1989a). In this paper, we try to reveal the compromises, 

priorities and internal logic by discussing the constancy and change in 

view of economic theory and data compilation issues. 

This paper does not pay attention to the historica1 context of the 

international guidelines. For this aspect of the guidelines, we refer to 

Bos (1992b) .  

In section 2, the scope, global content and purposes o f  the guide- 

lines are discussed. In sections 3-10, the three reports are compared 

for specific issues, like the production boundary and the asset boun- 

dary. Most issues are dealth wit in a seceion containing two subsec- 

tions. The subsections Description shortly summarize the basic concepts 

enhanced by the Manuals. The subsections Discussion subsequently discuss 

the logic behind the choices made in the reports. Conclusions are dram 

in cections 11 and 12. Section 11 provides an oventiew of the major 

differences and similarities in the guidelines. The relationship between 

the standard national accounting concepts and economic theory and data 

compilation issues is surnmarized in section 12. 



2, Scope and global content 

2. l Description 

The r e p o r t s  have s e v e r a l  d i f f e r e n c e s  i n  purpose, c o n t e n t ,  scope and 

amount of d e t a i l .  W e  w i l 1  l i m i t  ourselves i n  this sectian t o  some 

genera l  remarks. 

No simple chronologica l  sequence can .be  found i n  t he  r e p o r t s ,  e . g .  

t h a t  t he  success ive  r e p o r t s  grow b igger  and only add s u b j e c t s  and 

d e t a i l .  I n  f a c t ,  t he  r e p o r t  of 1953 i s  i n  most r e s p e c t s  c i m p l e r  and l e c s  

ambitiouc than  the  1947 r e p o r t .  f t  i s  a l s o  the s m a l l e s t  i n  s i z e .  

However, i£ we d i s r e g a r d  the  1953 r e p o r t ,  t he re  is c l e a r  t r e n d  of 

Lncreasing scope and d e t a i l  which culminates  i n  t h e  1993 r e p o r t .  

I n  t h e  1947 r e p o r t ,  r e l a t i v e l y  much a t t e n t i o n  i s  pa id  t o  t h e  purposes 

and advantages of n a t i o n a l  accounting.  In  genera1 i t  is s t a t e d  t h a t :  "It 

i s  necessary t o  know i n  q u a n t i t a t i v e  terms how t h e  n a t i o n a l  income is 

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

a c t i o n s .  Thus modern e n q u i r i e s  which had t h e i r  o r i g i n  i n  an a t tempt  t o  

measure c e r t a i n  broad t o t a l s  have changed t h e i r  emphasis and now concen- 

t r a t e  more on t h e  s t r u c t u r e  of  the  c o n s t i t u e n t  t r a n s a c t i o n s  and on the 

mutual interdependence of t hese  t r a n s a c t i o n s .  I t  has  come t o  be r e a l i z e d  

that f o r  d i f f e r e n t  purpoces c e r t a i n  r e l a t e d  b u t  d i s t i n c t  aggrega tes  are 

use fu l "  (UN,  1947, p .  2 4 ) .  Thus, the  computation of n a t i o n a l  agg rega t e s  

is  j u s t  one of t h e  main concerns of  the 1947 r e p o r t .  

In  c o n t r a s t  t o  the 1947 r e p o r t ,  the  compilat ion of broad t o t a l s  ceems 

co be the only o b j e c t i v e  i n  the  1953 r e p o r t ;  t h i s  i s  evidenced by the  

s e c t o r  accounts:  t hese  should be r e g i s t e r e d  i n  a very  s p e c i f i c  way i n  

o rde r  to o b t a i n  n a t i o n a l  aggregates  d i r e c t l y  from the  s e c t o r  accounts 

(see s e c t i o n  5 ) .  

The 1968 and 1993  r epo r t s  adopt an approach s i m i l a r  t o  the L947 

r e p o r t .  The 1968 r e p o r t  s t a t e s  t h a t :  "For many purposes of boch a n a l y s i s  

and p o l i c y ,  however, i t  i s  no t  s u f f i c i e n t  t o  work with aggregates  alone; 

it i s  a l s 0  necessary t o  look a t  rnany a spec t s  of the  economy i n  g r e a t e r  



d e t a i l .  A s  a r e s u l t ,  economic models a r e  now b u i l t  i n  which the  main 

aggregates  a r e  subdivided,  o r  d i saggrega ted"  (W,  1968, pa ra  1.10). I n  

t he  1993 r e p o r t ,  i n  a d d i t i o n ,  a l s o  t h e  mult i -purpose c h a r a c t e r  of t he  

gu ide l ines  i s  s t r e s s e d :  "The Systern i s  p r imar i ly  in tended  t o  provide 

d isaggrega ted  d a t a  to meet &he needs of ana lyses  and poLicy makers 

i n t e r e s t e d  i n  the  behaviour  o£ markets and the f a c t o r s  r e spons ib l e  Eor 

major d i s e q u i l i b r i a  such a s  i n f l a t i o n  and unemplopent .  The des ign  of 

the  System and i ts  coverage of economic a c t i v i t i e s  has  t o  b e  a  compro- 

mise in tended  t o  y i e l d  the  maximum b e n e f i t s  t o  u s e r s  of a l 1  k inds  and 

may n o l  t h e r e f o r e  be i d e a l l y  s u i t e d  Eor any purpose taken i n  i s o l a t i o n "  

( U N ,  1 9 9 2 ,  Ch. I ,  p .  2 2 ) .  

Only i n  the 1993 r e p o r t ,  t he  l i m i r a t i o n s  of GDP and n a t i o n a l  income 

a s  measures of we l f a re  a r e  d iscussed .  For example, " [ a l g g r e g a r e  i n d i c a -  

t o r s  such a s  GDP do n o t  r e f l e c t  any changes i n  d i s t r i b u t i o n  [o£  wealeh  

and income] t h a t  may be t ak ing  p l ace  over  t ime,  s o  t h a t  such i n d i c a t o r s  

need t o  be supplemented by micro-data  f o r  purposes o f  ana lys ing  changes 

i n  wel fare"  (UN, 1 9 9 2 ,  Ch. I ,  p .  2 1 ) .  S i m i l a r l y ,  " a  na tu ra1  d i s a s t e r  may 

wel1 l ead  t o  an inc rease  i n  GDP by c r e a t i n g  e x t r a  demands, even though 

the  community may be no b e t t e r  o f f  than  i n  the  previous  per iod  i f  the 

l o s s  of  wel fare  caused by the  d i s a s t e r  exceeds che inc rease  i n  wel fare  

from the  e x t r a  product ion and consumption" ( U N ,  1992, Ch. I ,  p .  2 0 ) .  

In  t h e  1947 and L993 r e p o r t s ,  concepts  a r e  q u i t e  e x t e n s i v e l y  

d iscussed .  In g e n e r a l ,  both the  1947 and the  L993 r e p o r t  can be regarded 

a s  i n t roduc t ions  i n m  the  l o g i c  and b a s i c  p r i n c i p l e c  o£ n a t i o n a l  accoun- 

t i n g .  The 1953 and 1968 r e p o r t s  are b e t t e r  c h a r a c t e r i z e d  a s  cystematic  

enumerations of recommefided booking convent ions.  I n  these  r e p o r t s ,  che 

cons ide ra t ions  underlying the  choice o f  concepts a r e  d iscucsed  much more 

spa r ing ly .  A major motivat ion f o r  xev i s ing  the 1968 r e p o r t  was t h a t  "its 

manner of expos i t i on  makes i t  inaccessable  t o  many u s e r s  e s p e c i a l l y  

those new t o  the  System of Nat ional  Accounts" (Har r i son ,  1990, p .  3 3 6 ) .  

Co, i n  t he  1 9 9 3  r e p o r t ,  "key concepts [ a r e ]  de f ined  by r a t i o n a l e  and no t  

by e n m e r a t i o n "  (Harr i son ,  1 9 9 0 ,  p .  3 3 6 ) .  

A problem wi th  the  d i scuss ion  of concepts  i n  t he  L947 r e p o r t  i s  t h a t  



sometimes more than one alternative is proposed, for example in the case 

of the concept of residency. Only in the 1947 report, some advice is 

given on hou to estimate the various items and aggregates. 

The accounting systems recomended in the reports, contain flows for 

which the values c m  readily be observed as wel1 as flows for which 

values have to be imputed (e .g.  income in kind or imputed services of 

owner-occupied dwellings) (sea also Gorter, 1988). The fundamental 

problems with such imputations are already noted in the 2947 report: 

"The items in the tables may be divided, from one point of view, inco 

cash terms and imputed items, the former being those elements which 

reflect market transactions, and the latter being those Eor which a 

calculation has co be made in the absence of market transactions. In 

view of the difficulty of finding a commonly accepted basis for the 

second type of estimate it is desirable that, as far as possible, items 

of this kind should be shown separately" (UN, 1947, p. 18). In the 1993 

report, the distinction between imputed items and other items is 

explicitly incorporated in its supplementary classifications. 

In the 1947 report, guidelines on national accounting are regarded as 

a flexible instrument in achieving bet te r  and more comparable national 

accounts figures. According to the report, flexibility is required 

because national accounting conventions can not take account of al1 

institutional differencec in che wor1d and al1 specific usec of narional 

accounts figures. For example, it is clearly expressed that "in applying 

this [national accounting] system it wil1 frequently be necessary t o  

extend and adapt it to the particular circurnstances of different coun- 

triesn (üN, 1947, p. 18; para 11). Furthermore, "[elxperience shows chac 

unavaidable differences of opinian arise in the treatment of certain 

transactions due in large measure co institutional differences in 

different countries" (UN, 1947, p. 18, para 10). As a final case in 

point: "where income and expenditure components are used to work out 

behaviouristic or institutional coefficients such as the propensity to 

consume, the relation of imports to national income, etc., [it] may be 

argued that . . .  those definitions should be chosen which give rise to 
the simplest enduring regularities. Thus such questions as whether 



co rpora t e  t a x e s  should o r  should n o t  be included i n  n a t i o n a l  income may, 

i f  they cannot  be s e t t l e d  on t h e o r e t i c a 1  grounds, be decided by econo- 

me t r i c  a n a l y s i s "  (UN,  1947, p .  24) .  I n  t h e  1953 and 1968 r e p o r t s ,  such 

remarks on t h e  i n t e r a c t i o n  between n a t i o n a l  accounting concepts  on t h e  

one hand, and p a r t i c u l a r  c ircumstances and uses on the  o t h e r  a r e  a b s e n t .  

The 1993  r e p o r t  r e t u r n s  t o  the  phi losopy of t he  1947 r e p o r t :  "A 

prominent new f e a t u r e  o f  the r ev i sed  SNA i s  t h a t  i t  emphasizes E l e x i b i -  

l i t y .  The r e v i s e d  SNA inc ludes  a d e c r l p t i o n  of how the  c e n t r a l  framework 

can be app l i ed  to p o l i c y  and a n a l y t i c a 1  requirements ,  d a t a  a v a i l a b i l i t y  

and o t h e r  s p e c i f i c  c ircumstances o f  d i f f e r e n t  c o u n t r i e s .  Also ,  i t  

desc r ibes  how c a t e l l i t e  accounts  with a l t e r n a t i v e  product  and income 

concepts can  be  e l a b o r a t e d  a s  an ex tens ion  of  t he  c e n t r a l  frarnework" 

( U N ,  1992, Annex changes from the  1968 S N A ) .  

The n a t i o n a l  accounting system o u t l i n e d  i n  the  1947 r e p o r t  is "based 

e s s e n t i a l l y  on the  model of an  advanced i n d u s t r i a l  economy i n  which 

t r ansac t ions  i n  money a r e  dominant" ( U N ,  1947, p.  24 ) .  This  c o n r r a s t s  

wi th  the  approach i n  t h e  l a t e r  g u i d e l i n e s ,  which a r e  a l s o  in tended  f o r  

coun t r i e s  i n  which b a r t e r  t r a n s a c t i o n s  and own-account product ion  p l a y  a 

more dominant r o l e .  I n  t he  1968 r e p o r t ,  t h e r e  is  even a  s e p a r a t e  chapter  

dedica ted  t o  supplementary c l a s s i f i c a t i o n s  e s p e c i a l l y  u s e f u l  f o r  the  

d e s c r i p t i o n  and a n a l y s i s  o f  the economies of developing c o u n t r i e s .  The 

1 9 9 3  r e p o r t  i n t ends  t o  t ake  c a r e  of t h e  s p e c i f i c  needs and d a t a  p o s s i b i -  

l i t i e s  of developing c o u n t r i e s  (and c o u n t r i e s  i n  t r a n s i t i o n )  by means o f  

i ts  f l e x i b l e  approach. 

A novel f e a t u r e  of t he  1968 r e p o r t  was t h a t  t h e  n a t i o n a l  accounting 

system is expla ined  on the  b a s i s  of a mat r ix .  This  mat r ix  p re sen t s  an 

overview of t h e  accounts  and t h e i r  main c l a s s i f i ~ a t i o n s . ~ )  It a l s 0  

i n t e g r a t e s  t h e  inpu t -ou tpu t  and supply and use t a b l e s  wi th  the  s e c t o r  

accounts .  Such an  o v e r a l l  p r e s e n t a t i o n  of the  syscem i s  absen t  i n  the  

1947 and 1953 r e p o r t s .  I n  t he  1993 r e p o r t ,  the  mat r ix  i s  one of the 

1.  I n  fact,  the matrix i s  more conplete than the accwnting system described i n  the remainder of 

the report: i n  the matrix, balance sheets and a revaluations Account are shown, but they are 
not a t  a l l  discussed i n  the 1968 report.  



alternative types of presenting national accounts (balancing statements, 

diagrammatic presentation, equations and matrix). The matrix plays of 

course the centra1 role in the 1993 chapter on Social Accounting 

Matrices. 

In the 1947 and 1953 reports no attention is paid to the registration 

of balance sheets, make and use-tables, input-output tables and figures 

in constant prices; these are al1 discussed Eor the first time in the 

1968 report. Residency, the time of recording and the principles of 

valuation of eransactions are only discussed in very general terrns in 

1947; the 1953 report contains a sornewhat more elaborate treatment of 

these topics, but detailed recommendations are only presented in the 

1968 report. The 1968 report pays only lip-service to the balance sheets 

and their link to the Elow accounts. In fact, the 1993 report is the 

first report to discuss balance sheets and other changes in assets 

accounts. 

Only in the 1993 report, attention is paid to the concepts of employ- 

ment and unemployment. In its basic system, the focus is only on employ- 

ment in terms of jobs, hours-worked and full-time equivalents (CN, 1992, 

Ch. XVII). However, employed persons and unemployment are also incor- 

porated in the S A M  framework presented in the report (UN, 1992, Ch. XY). 

2 . 2  Discussion 

The absence of balance sheets in the 1947, 1953 and 1968 reports limits 

che usefulness of the national accounts for variouc types of applied 

economlc analysic. To name a few: growth accounting and productivity 

analysis, testing portfolio theories, estlmating vintage models and - 
more in general- the analysis of intertemporal decisions on investment, 

saving and consumption (see also Goldsmith, 1985, pp. 65, 66). The 

absence of batance sheets is somewhat surprising from a historica1 point 

of view, as several of the early estimates of national incorne vere 

accornpanied by estimates of national wealth, e.g. those of Petty and 

King (see BOS, 1992a). In the Netherlands, the important estimates of 



1938 were alco accompanied by a presentation of balance sheets (see Den 

Bakker, 1992). 

The inclusion of input-output and make- and use-tables in the 1968 

report served not: only analytical purpases, but was aLso very important 

Erom a statistical point of view. 'Such tables are used by a rapidiy 

increasing number of countries as the framework for integrating national 

accounts data and checking the consistency of their data sources and 

estimates. 

The neglect of employment and unemployment in al1 reports but the 

1993 report, irnpliec that the national accounts presented a description 

of a national economy excluding one of the most important policy 

targets. Another drawback is that labour is a crucial variable which can 

hardly be ignored in describing production. For statistical reasonc, 

this neglect is also strange. As part of the statistica1 process, 

preliminary estimates on variables like compensation of employees, 

intermediate consumption and value of production are often related to 

volume of labour figures as a check on the plausibility of these 

estimates. In the absence of separate data sources on variables for come 

enterprises ( e . g .  the smal1 ones), such ratlos may even be the main 

basis of estimation. Recommendation of a definition of employment 

consistent with definition of e.g. compensation of employees is 

therefore of foremost irnportance to the quality of national accounting 

f igures . 



3.  Proàuction bounâary 

3.1 Description 

In the reports, the definition of the production boundary is linked to 

transacrions in money: in general, only the generation of goods and 

cervices which are exchanged for money is to be accounted for as pxoduc- 

tion. However, the production boundaries are enlarged by four major 

exceptians to this rule: 

- Types of production thac are not paid for separately at market prices: 
* production of government services; 
* banking serrices not explicitly charged for; 
* services by pension funds; 
* services by life and casualty insurance companies; 
* services of non-profit institutions. 
(A more extensive discussion of indirectly financed production can 

be found in section 4) 

- Own-account production of capital goods; 
- Irnputed services of owner-occupied dwellings; 
- Output used for compensation of employees. 

The 1953 and 1968 reports have extenfied the production boundary even 

further. In the 1953 report, own account production by primary produ- 

cers, that is those engaged in agriculture, forestry, hunting, f i s h i n g ,  

mining and quarrying, is included (UN, 1953, para 30). The 1968 report 

draws an even wider production boundary by encompassing al1 production 

of primary products plus the processing by the producers of primary 

products. Examples of such processing are making b u t t e r ,  cheese, flour, 

wine, oil, cloth and fukniture (UN, 1968, para 6.19). The production 

boundary in the 1993 report differs in some respects from the one in the 

1968 report: 

- "With regard to om-account production of goods by households, the 
revised SNA has removed the L968 limitations which excluded 

[* l  the production of goods nat made from primary products, 

[*l the processing of primary products by those who do not produce 

them, 

[ * ]  and the production of other goodsby households who do not cel1 



any part of them on the market" (UN, 1992, Annex on Changes, p. 

9 )  - 
- "The storage of agricultural goods produced by households is included 

. . .  as is supply of water (water carrying)" (UN, 1992, Annex on 

changes, p. 9). 

- "The reviced SNA includes in gross output literary artistic works 

(i.e., the writing of books, cornposing music, etc.) which are produced 

for sale" (UN, 1992. Annex on changes, p. 18). 

Despite these differences, the production boundaries in the 

successive guidelines correspund in many important respects: they al1 

include rbe services of owner-occupied dwellings and they al1 exclude 

unpaid household cervices, do-it-yourself activities, voluntary v o r k  and 

the services of consumer durables. These types of production are ignored 

despite the existente of paid counterparts that are counted as produc- 

tion. 

The services of labour, financial capita1 and land are often also 

exchanged for money. Neverthelecs, in none of the three reports such 

services are regarded as being 'produced'. For example, payments o f  

wages, interest and dividends are not registered as payments for output 

by households or enterprises. 

3.2 Discussfon 

In delineating the production boundaries, al1 reports start from a 

concept of production for markets where it wil1 be exchanged for money 

This is not surprising in view of the clear merits of t h i c  starting 

point in terms of relevance and measurability. 

Explaining and discussing the recommended extensions to this 'market 

production boundary' is more difficult, because for each extension 

arguments pro as wel1 as contra can be found. The force of these argu- 

ments depends on the specific purpose and national circumstances in 

mind. The accounting system recommended in the guidelinec are necessa- 



rily compromises between the needs of widely varying specific purposes 

and national circumstances. Our discussion therefore mainly serves to 

grasp the logic and merits of these compromises. 

An explicit motivation of the production boundary chosen can also be 

found in the 1993 report (W, 1992, Ch. VI). In the 1947 report, it is 

stated in general that "We are not unmindful o f  the need for certain 

additional information in connexion with some uses of the system, but we 

think that most of the practica1 uses are best served in the present 

state of knowledge by avoiding as far as poscible those types of esti- 

mate Eor which the operational basis of calculation i s  obscure (UN, 

1947, p. 8, para 4). 

We wil1 first present general arguments pro and contra inclusion of 

non-market production and then continue by discussing the actually 

recommended in- and exclusions of non-market production. 

AS general argwents contra inclusion of some type of non-market 

production can be mentioned: 

- The nature of non-market production is fundamentally different from 
market production. Some goods and services are produced Eor the market 

and others are not, because of differences in transactions costs 

(Coase, 1937) or due to differences in motives ( e . g .  in providing 

goverment health care services and private healch care services). 

- Tne standard National Accounts are a description expressed in monetary 

units and it is therefore not the most appropriate Eramework Eor an 

analysis of variouc types of non-market production. For  exarnple, 

household production Chould be described in term of time use and not 

in monetary terms (cf. Kazemier and Exel, 1992 or Pyatc, 1991). 

- A limited but precise concept may be preferred over an  al1 encom- 

passing but hardly measurable one. Imputations on the basis of rather 

unreliable shadowprices/opportunity costs could make it impossible to 

make reliable statements about changes in overall product and income. 

This would severely invalidate the usefulness of compiling figures on 

product and income at all. In this respect, each extension of the 

production boundary diminishes the information content of national 



accounting figures. 

- Imputing on the basis of market prices implies that only Eirst-order 
effects are taken into account. If such 'market prices' actually had 

been charged, the activity might not have taken place, and the economy 

as a whole would have looked very differently. 

- Aiming at a better link with 'wélfare' is like searching for the Holy 

Gra i l :  the link wil1 always be incomplete (due co the existence of 

consumer surplusses, problems of additivity of individual welfare, 

etc.) and an infinite number of quantitatively important extensions 

can be suggested (distributional issues and a11 kinds of external 

ef£ects). 

- The production boundary is part of a system of national accounting 
concepts. For reasons of consistency, extending the production boun- 

dary with non-market production bears also consequences f o r  the other 

concepts in the system. These consequences may affect the usefulness - 
of the other concepts and the overall usefulness of the national 

accounting system. A concrete example pertains to unpaid household 

services. Recording unpaid household services as production would 

necessitate that the concept of employment includes the provision af 

these services. Similarly, household income would include imputed 

income from unpaid household services. These concepts of employment 

and household income diverge substantially from rhose that are 

actually used in employment and tax policies of governments. They also 

do not seem potentially useful for such purposes. For example, should 

households be taxed on their imputed income on unpaid household 

services or should they pay social insurance premiums on this type of 

employment? This would really turn the world upside-down. So, exten- 

ding the production boundary with unpaid household services2) clearly 

limits the usefulness of national accounts figures Eor some specific 

purposes. 

As important genera1 argumentc p pro including some type of non- 

2 .  For d i f fe rent  items of non-market production, the consequences are d i f fe rent .  I n  som 
cases, extending the production boundary may even resul t  i n  concepts that are t e t t e r  tuned t o  

the concepts eirployed i n  the national govermient pol ic ies.  For exanple, taxable household income 

may include om-account production of primary products. On the interact ion betueen the choice 

o f  the production and asset boundaries, me re fe r  to  section 6.2. 



market production, we can think of: 

- Some items of non-market production may be relevant for economic 
analysis or economic policy. Indeed, non-market production is diffe- 

rent in nature from market production, but in some cases ignoring 

would be a greater mistake than disxegarding this difference in 

nature. This extension of the production boundary is als0 quantita- 

tively very important in supplying some crucial type of goods and 

services (e.g. food and shelter). Noe including some types of non- 

market production would result in a hardly relevant production 

boundary . 
- The usefulness of national accounting figures depends to a great 
extent on their comparability over time and between countries. 

National accounting figures should be fairly independent of differen- 

ces in insritutional arrangements and the specific scope of markets at 

a certain period or country. Inclusion of some items of non-market 

production may therefore arise in attaining better international 

comparability . 
- There is a large amount of (potential) substitution between some items 
of non-market production and its marketed counterparts. In that case, 

using market values to estimate non-marketed output may result in 

relatively reliable figures on non-market output. Overall reliability 

of national accounting figures is therefore not (or hardly) affecred 

by the extencion. 

- There is not much substitution between some items of non-market 
production and its rnarketed counterparts. However, the difference in 

nature between non-market and market production is reflected by t h e  

choice of a different principle of valuation: non-market production at 

costs and market production at market prices. The costs of this type 

of non-marker production can be assessed in a relatively reliable way. 

The exrension wil1 therefore not affect overall reliability of 

national accounting figures. 

The extensions actually recommended in the reports can best be under- 

stood by the wish to increase the relevancy of the national accounting 

figures, while at the Same time keeping the reliability of the national 

accounting figures within reasonable bounds. Some extensions are nearly 



indispensable in this regard. Ignoring government production for example 

would imply ignoring the concept of collective goods and services. In 

that case, one of the main reasons for levying taxes would be overlooked. 

In addition, the government is an important employer (comparable in most 

respects to employers in the market sector). Consequently, govexnment 

production should be included in order to link production and employ- 

ment. In developing countries, monetary exchanges are less widespread 

and disregarding o m  account praduction of basic food ctuffs would imply 

e.g. that the means of subsistence of large groups of the population 

would be ignored. The relevance for economic analycis and econornic 

policy of the production boundary and the resulting national accounting 

figures would then be seriously impaired. 

For the purpose of welfare-oriented types of economic analysis, a 

much more extensive concept of production in the national accounts has 

often been advocated. This has resulted in the extended product and 

income accounts as presented by e . g .  Eisner (1988). The authors of the 

successive guidelines never intended to devise a welfare-oriented 

accounting system as it conflicted with other uses of the national 

accounts (see Bos, 1992a. p. 2 3 ) .  

A basic disrinction in al1 four reports is that between purchases of 

goods and services and payments to 'factors of production'. Only in ehe 

1947 report, the reasons for this distinction are spelt out. A quotation 

of this passage seems useful: "Payments to employees on operating 

account are normally regarded as payments to factors of production and 

the value of this work is regarded as part of the net product of the 

branch of activity by which they are paid. Such payments are not 

regarded as payments to enterprises", "mainly because of the practical 

impossibility of deciding how much of what individuals buy is a cost of 

t h e i r  work and how much represents enjoyment or the cost of merely 

staying alive" (UN, 1947, pp. 56, 43). 

"[I]nterest on loans is usually [also] regarded as a payment co a 

factor of production and not the purchase of a service from an enter- 

prise. Setting aside for the moment borrowing from financial interme- 



d i a r i e s ,  i t  is recognized t h a t  opera t ing  c o s t s  a r e  involved i n  ob ta in ing  

i n t e r e s t  j u s t  as they  a r e  i n  ob ta in ing  wages and s a l a r i e s ,  b u t  they a r e  

e i t h e r  neglec ted  a s  unimportant o r  a n  at tempt  is made so  t o  de f ine  the 

cons ide ra t ion  i n  t hese  cases  t h a t  t ha  payment is r e l a t i v e l y  pure ,  and 

t h e  payments can be regarded as part o f  the n e t  product o r  income 

generated in t h e  branch of a c r i v i t y  which makes them" (UN,  1947 ,  5 6 ) .  

For non- f inanc ia l  e n t e r p r i s e s  a l 1  four  r e p o r t s  recommend t o  regard 

dividends and i n t e r e s t  rece ived  n o l  as revenues of t h e i r  "normal" 

bus ines s ,  b u t  t o  exclude it  f r o m  t h e i r  value of product ion.  I n  none of 

the  r e p o r t s  t h e  nor ion  i s  accepted t h a t  payments f o r  the  use o f  money, 

like dividends and i n t e r e s t  payments, a r e  paymentc f o r  the  provis ion  o f  

a  s e r v i c e  (p roduc t ) .  Use of money could be regarded a s  t he  use  of ocher 

p rope r ty ,  l i k e  dwellkngs, f i x e d  a s s e t s  and consumer du rab le s .  Enrer-  

p r i s e s ,  governments and households a r e  prepared t o  pay f o r  t h e  use o f  

money, probably because lending money makes i t  poss ib l e  Co change a t  

w i l 1  t h e  time and amount of investment and consumption. Furthermore, 

purchasing power now i s  i n  genera l  p r e f e r r e d  t o  purchasing power i n  the  

f u t u r e .  This  a l s o  exp la ins  t h a t  i n t e r e s t  should be pa id  Eor lending 

money. The wi l l i ngness  t o  pay evidences t h a t  the use of money i s  a 

s e r v i c e  j u s t  Like the  use of o t h e r  kinds o f  p roper ty .  The main reason 

behind the  convent ions3)  i s  t h a t  i f  payments f o r  the  use of money a re  t o  

be recorded as payments f o r  a s e r v i c e ,  the  c l a s s i c a l  d i v i s i o n  between 

the product ion process  and rhe f inanc ing  of the product ion process  would 

c o l l a p s e .  I£ payments f o r  the use of money a r e  recoraed as payments f o r  

a s e r v i c e ,  t he  GDP increases  by amaunt of the f i n a l  conswnption expen-  

diLure (of t he  goverment  and households) on the use o f  money. Of 

cour se ,  t h i s  would be norhing more than the  consequence of regarding use  

of money as a commodity. 

With r e s p e c t  co che t reatment  of r e n t s ,  the 1947 r e p o r t  aga in  

deserves to be quoted: 

" m i l e  i n t e r e s t  payments seem most convenient ly regarded a s  payment t o  

f a c t o r s  of product ion,  r e n t a l s  a r e  b e t t e r  handled a s  purchases of 

p- - - 

3 .  Another r e a s m  i s  that the interest  payments are  a lco not regarded as payments i o r  services 

i n  the business accounts. 



s e r v i c e s .  [R len t s  cannot  be made t o  appear a s  a  s e p a r a t e  f a c t o r  sha re  

without  r e s o r t  t o  cos t - accoun t ing  methods . . .  This  i s  probably not  of  

much importance s i n c e  i n  t he  f a c t o r  s h a r e  - r e n t -  on ly  l and  and s i m i l a r  

na tu ra1  resources  should  be inc luded  and then  only  a t  t h e i r  unimproved 

va lue  s o  t h a t ,  from a p r a c t i c a 1  p o i n t  of  view, it is ha rd ly  t o  be expec-  

t e d  t h a t  a  c l e a r  d i s t i n c t i o n  can Ee dram.  S o - c a l l e d  r e n t s - i . e . ,  the  n e t  

r e t u r n  on l and  and b u i l d i n g s -  w i l 1  appear p a r c l y  i n  t h e  ope ra t ing  

p r o f i t s  of f i rms  owning t h e i r  o m  l and  and b u i l d i n g s ,  p a r t l y  i n  t h e  

ope ra t ing  p r o f i t s  of r e a l  e s t a t e  companies and p a r t l y  i n  t h e  ope ra t ing  

p r o f i t  o f  i n d i v i d u a l  l a n d l o r d s .  Only the  l a s t  can be termed n e t  r e n t  

even i n  the  loose sense  of the term. Thus r e n t  as f a c t o r  sha re  is ä l m o s t  

impossible t o  e s t ima te  . . . "  ( U N ,  1 9 4 7 ,  p .  5 6 ) .  

" I t  is  of i n t e r e s t  t o  cons ider  what happenc i f  one r e f u s e s  t o  t r e a t  

any payment a s  a  payment f o r  a  f a c t o r  of product ion and i n s t e a d  r e q u i r e s  

t h a t  a l 1  such payments be c l a s s e d  as purchases of s e r v i c e s .  This  is 

c l e a r l y  a  l o g i c a 1  procedure s i n c e  no payments of t he  k ind  normally made 

r ep resen t  pure income nor a s  a  r u l e  do they r ep resen t  t he  r e t u r n  on  a 

s i n g l e  f a c t o r  of product ion .  For exarnple, i t  is usua l  t o  t r e a t  the 

payments made t o  a  jobbing ca rpen te r  a s  wages, b u t  i n  so  f a r  a s  the man 

supp l i e s  h i s  own t o o l s  and organizes  the  work he is  engaged t o  u n d e r -  

t ake ,  h i s  incame is not  r e a l l y  a  r e t u r n  t o  labour  pure and s imple.  The 

immediate e f f e c t  of t h i s  change would be t o  r e s t r i c t  t h e  n e t  product  of 

a  branch af  a c t i v i t y  t o  t he  sum of  t h e  ope ra t ing  su rp luses  of t h e  

e n t e r p r i s e s  of which it is composed. The next  e f f e c t  would be  t h a t  what 

had previous ly  been regarded a s  f a c t o r s  of product ion would now become 

. branches of a c t i v i t y  whose c o n t r i b u t i o n  t o  the  n a t i o n a l  product  would be 

rneasured by t h e i r  ope ra t ing  surpLuses.  A breakdown s i m i l a r  t o  what was 

previous ly  regarded a s  a  c l a s s i f i c a t i o n  by f a c t o r  sha re s  would nou 

appear as a c l a s s i f i c a t i o n  by branches of a c t i v i t y  while  t h e  o l d  

c l a s s i f i c a t i o n  by branches of  a c t i v i t y  uould d i sappea r .  Thus a r e f u s a l  

t o  recognize f a c t o r s  of  product ion as d i s t i n c t  from goods and s e r v i c e s  

l eads  t o  the disappearance not  of  the breakdown by f a c t o r  s h a r e s ,  though 

t h i s  has now another  name, bu t  of the breakdown by branches o f  a c t i v i t y  

i n  the  ord inary  sense .  The d i s t i n c t i o n  i s  t he re fo re  important d e s p i t e  

the  f a c t  t h a t  i n  c e r t a i n  r e spec t s  i t  appears t o  r e q u i r e  a r b i t r a r y  



conventions" (UN, 1947 ,  pp. 5 6 , 5 7 ) .  

These elaborate motivations i n  the 1947 report contrast sha rp ly  with 

the la ter  reports which do not comment at  al1 on the d i s t inc t ion  between 

goods and services on rhe one hand and 'factors of production' on the 

other hand. I E  was perhaps regarded as self-evident. 



4. Princfples of valuatlon 

4.1 Description 

In this section, we will start with a description of the general 

principles of valuation employed. We then continue by deccribing some 

specific valuation conventions, e:g, the vafuation of the output of 

pension funds. insurance companies and the government. A t  the end 

constant prices will be discussed, 

In rhe four reports, market prices are the dominant principle of 

valuing transactions and transformations (i.e. production and consump- 

tion). Current rnarket príces are generally preferred to a valuation at 

costs. In the 1953 and 1968 reports, this preference Eor market prices 

is made clear for e.g. barter rrade, om-account production, changes in 

stocks, services of owner-occupied dwellings and incorne in kind (UN, 

1953, para 136; UN, 1968, 6.21); the 1947 report is only explicit about 

the services of owner-occupied dwellings (UN, 1947, p. 66). For practi- 

cal reasons, the 1953 and 1968 reports allow for valuation at costs 

instead of at (producers') prices on the market. The 1953 report 

mentions om-account construction (UN, 1953, para 55) and the 1968 

report mentions own-account capital formation and work-in-progress (CN, 

1968, 6.24; UN, 1947, p. 55). Of course, for the collective services of 

the government valuation at costs is the only possible principle of 

valuation. 

In the reports, nearly al1 invoiced values for the delivery of goods 

and services are accepted as 'true' marker values. Payments for goods 

and services of fiscal monopolies of the government ( e . g .  on the sale of 

alcoholics), are by al1 reports fully regarded as a payment at market 

prices. In that respect, the 1953, 1968 and 1993 reporrs recommend to 

record the operating surplus reduced by the normal margin of profits of 

business units, as indirect taxes. 

However, in some cases the reports do not accept the invoiced values 

(fully) as market values: 

- Nomina1 payinents to the government and payments mainly meant to 



i nc rease  gove rmen t  revenues,  e . g .  payments f o r  d r i v i n g  t e s t s  and 

l i c e n s e s  . 
- Transfer  p r i c i n g .  Only i n  the 2953 and 1993 r e p o r t s ,  t r a n s f e r  p r i c i n g  

is  r e j e c t e d  f o r  n a t i o n a l  accounts purposes.  I n  t he  o t h e r  r e p o r t s .  rhe 

occurrance of  t r a n s f e r  p r i c i n g  is not mentioned a t  all. 

- Charges i n  r e s p e c t  of delayed p i p e n t .  Only i n  t he  l968 and 1993 

r e p o r t s ,  it is e x p l i c i t l y  s t a t e d  t h a t  market p r i c e s  r e f e r  t o  " the  

p r i c e  a t  which the  commodities are s o l d  a g a i n s t  immediate cash 

payment" (UN, 1968, 6 . 1 6 ) .  

I n  the 1968 r e p o r t ,  i npu t -ou tpu t  a n a l y s i s  and supply and use  t a b l e s  

a r e  introduced.  Valuat ion p r i n c i p l e s  a r e  advocated which a r e  p a r t i c u -  

l a r l y  s u i t e d  t o  t h i s  type o f  a n a l y s i s .  I n  the  a c c o u n t s 4 ) ,  ou tput  i s  t o  

be vaLued a t  producers '  p r i c e s  and in te rmedia te  consumption a t  purcha-  

s e r s '  p r i c e s .  The imp l i ca t ion  i s  t h a t  invoice va lues  should not  be used 

i n  case  they inc lude  a d d i t i o n a l  charges f o r  t r ade  and t r a n s p o r t ,  i . e .  

when invoice va lues  and producers '  va lues  do not  co inc ide .  

The 1993 r e p o r t  a l s o  incorpora tes  i npu t -ou tpu t  and supply and use 

t a b l e s .  Like the 1968 r e p o r t ,  in te rmedia te  consumption chould be valued 

a t  purchasers '  p r i c e s .  However, un l ike  i t s  predecessor ,  va lu ing  output  

a t  (approximate) b a s i c  p r i c e s  i s  p r e f e r r e d  t o  a v a l u a t i o n  a r  producers '  

p r i c e s  ( U N ,  1992, product ion account ,  p. 6 4 ) .  

I n  t h e  1 9 4 7  and 1953 r e p o r t s ,  no va lua t ion  p r i n c i p l e s  are mentioned 

f o r  c l a s s i f y i n g  goods and s e r v i c e s  produced and consumed. 

In the  1947, 1953 and l968 r e p o r t s ,  Ihe concept of  va lue  added 

employed i n  the accounts and t a b l e s  is a t  f a c t o r  c o s t s .  I n  the  1 9 9 3  

r e p o r t ,  va lue  added a t  b a s i c  p r i c e s  is recommended. 

The concepts of i n d i r e c t  taxes i n  the r e p o r t s  d i f f e r  i n  some 

r e s p e c t s .  The 1 9 4 7 ,  1968 and 1993 r e p o r t s  def ine  i n d i r e c t  taxes a s  a s  

-- 

4 .  I n  some supp~r t ing  tables,  a valuation a t  approximate basic values, that  i s  producers1 values 

exclusive of net camnodity taxes (selected indirect taxes reduced by similar t ypes  o f  

subsidies) i s  recannended. 



those taxes that are "levied on goods and services and chargeable as a 

cost against the proceeds of sak" (UN, 1947, p. 31; UN, 1968, para 

7.26; UN, 1992, Ch. VII, p. 17). The 1993 report therefore prefers the 

term "taxes on production". However, according to the 1953 report, 

indirect taxes encompasses also taxes on the pocsession or use of goods 

and services by households (W, 1953, para 2 5 5 ) .  Examples given are 

motor vehicle duties and taxes on the operation of television sets. In 

the other reports, these are regarded as other current transfers paid by 

households to the government. 

Another differente occurs with respect to profits of fiscal and other 

public monopolies. In the 1953, 1968 and 1993 reports, profits of Eiscal  

monopolies, like tobacco and alcohol monopolies, are to be recorded as 

indirect taxes (UN, 1953, para 255; UN, 1968, paras 7.31 and 7.32; LN, 

1992, Ch. VII, p. 24). The 1968 report also regards the monopoly profics 

of public enterprises (e.g. of public utilities) as indirect taxec. The 

1947 report rejects this option "since private monopoly profit is 

usually treated as profit and not as a privately levied tax, there seem 

no advantage in choosing a different treatment in the case of public 

authorities" (UN, 1947, p. 59). The 1947 report is silent about fiscal 

monopolies, while the 1953 report is silent about non-fiscal monopolies. 

The 1993 report als0 includes in indirect raxes (and taxes on products): 

- the profits of import and export monopolies; 

- implicit taxes resulting from the operation of an official system of 
multiple exchange rates. 

Both cases are not mentioned at al1 in the other reports. 

Subsidies are in all'the reports defined to encompass only payments 

to producers and not payrnents for consumption purpoçes (e.g. ' s u b s i d i e s '  

for renting a dwellings). So, the 1953 report defines subsidies not 

fully as the mirror-image of indirect taxes. 

None of the reports mentions the wide-spread occurrance of implicit 

or indirect subsidies. Cases in point are the remission of income taxes 

for industrial Research and Development or allowing that capita1 forrna- 

tion is written down in one or two years in determining taxable income. 



Market p r i c e s  may d i f f e r  according t o  the  type of purchaser .  In  some 

i n s t a n c e s ,  e . g .  compensation o f  employees i n  k ind ,  a  choice has  t o  be 

made between imputing a  market p r i c e  frpm the  p o i n t  of  view of  t h e  

employer o r  t h e  employee (e.g. wholesale t r a d e  p r i c e s  or r e t a i l  trade 

p r i c e s ) .  In t h e  1953, L968 and 1993 reports, a choice is made i n  favour 

o f  the  producer ' s  p o i n t  af view regard ing  coccs and revenues.  The 1 9 4 7  

r e p o r t  does not  d i scuss  t h i s  i s s u e .  

I n  che absence of market p r i c e s  (e .g .  f o r  gove rmen t  s e r v i c e s  o r  f o ~  

not d i r e c t l y  charged banking s e r v i c e s ) ,  o t h e r  p r i n c i p l e s  of v a l u a t i o n  

have t o  be recommended. I n  such c a s e s ,  rhere i s  a c l e a r  need Eor s p e c i -  

f i c  convent ions.  Below, we will s h o r t l y  desc r ibe  che major s p e c i f i c  

convent ions concerning the  v a l u a t i o n  of product ion ( o u t p u t ) .  

I n  a l 1  the  r e p o r t s ,  the  va lue  of t r ade  product ion is nor  q u a 1  t o  the 

g ros s  va lue  of the s a l e s ,  b u t  i s  def ined  a s  the n e t  va lue  of the  s a l e s .  

So, the  c o s t s  of purchasing the  goods, s e r v i c e s ,  e t c .  s o l d  have t o  be 

deducted. 

Al1 four r e p o r t s  agree  t h a t  many banking s e r v i c e s  a r e  not  s e p a r a t e l y  

invoiced,  b u t  a r e  Einanced i n d i r e c t l y ,  namely by the  margin between, 

simply s a i d ,  i n t e r e s t  r a t e s  f o r  lending and borrowing. More p r e c i s e l y ,  

they recommend t o  va lue  the  product ion of such banking s e r v i c e s  as the 

excess  of  t he  proper ty  income they r ece ive  over the  proper ty  income they 

pay ou t  (excluding the  incorne on investment of ' o m  re sources '  and 
$ 

excluding the  bank's  o m  d i s t r i b u t i o n  of proper ty  income, e . g .  the  

dividends they pay t o  t h e i r  sha reho lde rc ) .  The a t t r i b u t i o n  o f  the uce o £  

i n d i r e c t l y  f inanced ba<king s e r v i c e s  w i l l  be d iscussed  i n  s e c t i o n  7 .  

The r e p o r t s  a l c o  agree t h a t  premiums pa id  t o  c a s u a l t y  insurance  

companies, l i f e  insurance companies, pensionfunds and s o c i a l  s e c u r i t y  

i n s t i t u t i o n s  a r e  no t  ( f u l l y )  t o  be recorded a s  a  payment f o r  services 

( i n  the  per iod  they a r e  pa id  o r  d u e ) .  

The 1947 r e p o r t  de f ines  the va lue  of product ion of l i f e  insurance 

companies a s  the investment income p lus  the  excess  of premiums due over 



claims due (UN,  1947, p .  4 2 ) .  According t o  the  1953 r e p o r t ,  the  va lue  of 

product ion  of l i f e  insurance companies should be equated t o  t h e i r  

expendi ture  on admin i s t r a t i on  and c o n t r o l ;  i n  t h i s  ca se  no ope ra t ing  

s u r p l u s  is mentioned. The 1968 r e p o r t  d e i i n e s  t he  va lue  of  product ion  

a s  : 

" t h e  excess  o f  premiums rece ived  6ver the t o t a l  o f  c la ims  pa id  and net 

a d d i t i o n s  to a c t u a r i a l  r e s e r v e s ,  excluding che i n t e r e s t  on t h e s e  

r e s e m e s  which accrues  to po l i cy  ho lde r s "  (UN, 1968, para  6 . 3 8 ) .  

The 1993 r e p o r t  recommends a s i m i l a t ,  but more p r e c i s e  d e f i n i t i o n :  

+ the  excess  of premiums earned over claims due and n e t  a d d i t i o n s  t o  

a c t u a r i a l  r e se rves  and reserves  f o r  w i t h - p r o f i t s  incurance 

+ holding ga ins  o r  l o s s e s  on investments a l l o c a t e d  t o  po l i cy  ho lde r s  o r  

c la imants  

+ n e t  income frorn investments of the insurance t e c h n i c a l  r e s e r v e s .  

( U N ,  1992, Ch. V I ,  p .  4 2 ) .  

This impl ies  t h a t  t h e r e  i s  a  major differente between, on the  one hand, 

the convent ion i n  the  1953 r e p o r t  and, on the  o t h e r  hand, chose i n  the 

1947, 1968 and 1993 r e p o r t s .  The l a t t e r  t h r e e  r e p o r t s  have r a t h e r  

s i m i l a r  convent ions f o r  l i f e  insurance .  

I n  the 1947 and 1993 r e p o r t s ,  the  d e f i n i t i o n s  of t he  g ros s  output  of 

c a s u a l t y  insurance companies a r e  s i m i l a r  t o  t h e i r  d e f i n i t i o n s  f o r  l i f e  

insurance companies, The 1953 and 1968 r e p o r t s  employ d i f f e r e n t  d e f i n i -  

t i o n s  f o r  c a s u a l t y  insurance and l i f e  insurance companies. The 1 9 5 3  

r e p o r t  recommends co va lue  the  output  of c a s u a l t y  insurance companies as 

the  sum of a d m i n i s t r a t i v e  expenses p lus  ope ra t ing  s u r p l u s .  A d e f i n i t i o n  

of ope ra t ing  su rp lus  is n o t  given.  So i t  remains u n c l e a r ,  e . g . ,  whether 

i t  should depend on accounting practice, OL whether c a p i t a 1  ga ins  should 

be  included o r  excluded i n  p r i n c i p l e .  A comparison t o  the  conventions i n  

the 1947 and 1993 r e p o r t s  is  the re fo re  d i f f i c u l t .  The 1968 r e p o r t  

regards the  excess  of  premiums due over claims due a s  t he  va lue  of  

product ion of c a s u a l t y  insurance companies. So, un l ike  i n  the  1947 and 

1993 reports ,  n e t  income from investments of the  insurance t echn ica l  

reserves  a r e  no t  included.  

The 1947, 1953 and 1968 r e p o r t s  agree t h a t  t he  va lue  of product ion of 



pension funds is equal to their expenditure for administration and 

control. However, the 1993 report recommends a valuation principle 

similar to that for insurance companies5). 

Full agreement exists with respect to the value of production of 

social security institutions. The.1947, 1968 and I993 reports advocate a 

valuation equal to the expenditure for adminstration and control. The 

1953 report is not explicit on this issue. So, the 1947 and L968 reports 

propose similar conventions for pension funds and social security insti- 

tutions, while the 1993 report treats the pension funds on a par with 

life insurance companies. 

The reports agree that the value of production at 'rnarket prices' of 

the government and of non-profit organizations should be defined as 

equal to at least the sum of intermediate consumption, capital consump- 

tion, compensation of employees and indirect taxes paid (UN, 1 9 6 8 ,  para 

6.41). However, according to the 1947 report, the value of government 

production also includes the payment of interest on government debt as 

far as it arises "in connexion with government enterprises or the provi- 

sion of ordinary peace-time service such as education, public sanita- 

tion, etc." (UN, 1947, p. 72). Excluded are however interest payments 

related ta public debt that "has been incurred in meeting such charges 

as the cost of war or ternporary deficits on social securicy funds end as 

a consequence bas lirtle or no counterpart in rhe Eorrn of productive 

assets" (UN,  19G7, p. 72). 

Furthermore, only in the 1953 report, gross rent is imputed for 

buildings owned and occupied by the goverrunenre). However, an exception 

is made for historica1 buildings and museums. The imputation implies 

that a large part of interest on goverment debt as was to be included in 

the vahe of government output according to the 1947 report, is also 

5 .  I n  the d r a f t  report, the new SNA s t i l l  agrees with the previous reports (UN, 1992) .  Houever, 
i n  a special meeting o f  experts, i t  uas decided t o  change the convention (ISUGNA, 1992). 

6. The dra f t  1993 report adopted the point o f  view o f  1953 report. I t  a ls0 recomnended the 
i r rputa t ion  for valuing the output of non-prof i t  institutions. (UN, 1992, Ch. V I ,  p.  28). 
However, i n  a special meeting o f  experts, i t  was decided t o  side with the 1947 and 1968 

reports i n  th is  respect ( ISUGNA, 1992). 



covered in the 1953 report. 

In none of the reports, a similar imputation is recommended for the 

use of infrastructural works, like bridges and roads. 

Only the 1968 and 1993 reports,pay attention t o  volume measures and 

constant prices. Both discuss in general terms the major problems, 

like changes in quality, new products and meacuring the volume of non- 

market selvices. Bath reports favour the use of Laspeyres indices. The 

1993 report stresses the importante of regular rebasing of  these indexes  

and recommends also the use of chain indices. The 1993 report also 

shortly mentions purchasing power parities. 

4.2. Dfscussion 

Al1 reports enhance registration of current market prices. This amounts 

to ex post accounting. No attention is paid to recording expectations 

(ex ante). As a consequence, concepts like net present value, risk and 

uncertainty which play such an important role in econornic theorizing are 

fully ignored. Recording (som) ex ante values rnay help explain econornic 

behaviour. The differences between ex ante and ex post figures can then 

be used as additional explanatory variables (see also Bos, 1989, pp. 1 8 -  

22). 

The reports recommend to add up a lot of rather heterogeneous 'market 

values' in compiling the Narional Accounts. Actual rnarket values rnay 

d i f f e r  according to season, region, the quantity or quality bought, 

different conditions of guarantee and paymenc, type of purchaser (a 

household or an enterprise, price discrimination), the presence of 

implicit contracts and monopolies, changes in related prices (e.g. 

exchange rates for imported goods and services) and subsidizing, As a 

consequence, actual market values are difficult to translate into 

constant prices and 'volumes'. If market values are estimated by 

multiplying prices and volumes, the distinction between prices and 

volumes does not present any practica1 problems. A drawback of the hete- 



rogenei ty  of market p r i c e s  and market va lues  i n  p r a c t i c e  i s  t h a t  i t  

a f f e c t s  the  p o s s i b i l i t i e s  of i n t e r p r e t a t i o n ,  a s  simple s ta tements  about 

changes i n  p r i c e s  and volumes do n o t  need t o  hold .  

I n t e r p r e t a t i o n  of  t h e  market va lues  i n  rhe National  Accounts is a l s o  

d i f f i c u l t  f o r  o t h e r  reasons .  Market prices bear an imperfect  r e l a t i o n  

with ind iv idua l  marginal  u t i l i r i e s ,  i nd iv idua l  marginal u t i l i t i e s  a r e  

no t  p ropor t iona l  t o  i nd iv idua l  t o t a l  u t i l i t y  and i n d i v i d u a l  u t i l i t i e s  

can no t  be added i n  a meaningful way. As a concequence, drawing i n f e r e n -  

ces about  wel fare  Erom the  National  Accounts market v a l u e s ,  i s  i n  

p r i n c i p l e  not  j u s t i f i e d .  

The four  r e p o r t s  recommend t o  add up and c u b t r a c t  market p r i c e s  tha t  

p e r t a i n  t o  d i f f e r e n t  t imes and d i f f e r e n t  p l aces .  From the  p o i n t  of view 

of s tandard  economie theory ,  the  cons is tency  of  t h i s  type of aggrega t ion  

can be doubted. For example, t o  what e x t e n t  does i t  make sense t o  add up 

a l 1  the  va lues  f o r  a  p a r t i c u l a r  t r a n s a c t i o n  during a y e a r ,  while w e  know 

t h a t  -Erom a  cash-f low po in t  of view- va lues  should be discounted f o r  

d i f f e r ences  i n  time? A s i m i l a r  remark app l i e s  t o  d i f f e r e n c e s  i n  space ,  

a s  a l s o  d i s t a n c e  is  o f t e n  n o t  without  a  p r i c e  t a g .  I n  a  s t r i c t  s ense ,  

a d d i t i o n  i s  only allowed f o r  fully homogeneous t r a n s a c t i o n s ,  which means 

t h a t  they  p e r t a i n  t o  t he  s m e  time and p lace .  A s  according t o  the 

r e p o r t s  onLy va lues  w i th in  a per iod  of one year  a r e  t o  be  added, there  

is  a c l e a r  l i m i t a t i o n  t o  the  amount of heterogeneicy due co  d i f f e r e n c e s  

i n  time (al though h igh  i n t e r e s t  r a t e s  and i n f l a t i o n  r a t e s  may cause very  

subscan t i a l  he te rogenei ty  even wichin a  y e a r ) .  Heterogenei ty due co 

d i f f e r ences  i n  cpace is l i m i t e d  (mainly) by a  coun t ry ' s  bo rde r s .  In the 

t h r ee  r e p o r t s ,  t he se  p o t e n t i a l  p r i c e  d i f i e r e n t i a l s  a r e  d is regarded  just 

l i k e  d i f f e r e n c e s  due t o  monopoly and p r i c e  d i sc r imina t ion .  The r a r e  

except ions can be Eound i n  a concept l i k e  producers '  va lue  (1968 and 

1993 r e p o r t s ) :  t h i s  p r i n c i p l e  t r i e s  t o  homogenize wi th  r e spec t  t o  

d i s t ance  a s  f a r  a s  i t  concerns the  t r a n s p o r t  c o s t s  t h a t  a r e  a c t u a l l y  

pa id  t o  o the r  producers .  

We w i l 1  now focus on the  s p e c i f i c  va lua t ion  conventions employed i n  

the r e p o r t s .  



I n  t h e  pe rcep t ion  of the  consumer, many banking s e r v i c e s  a r e  provided 

without  charge a t  a l l .  From t h e  p o i n t  of  view of t h e  banks,  p rovid ing  

banking s e r v i c e s  wi thout  d i r e c t  charge is an unavoidable ca tegory  of 

c o s t s :  it is needed a s  an  instrument  t o  a t t r a c t  s av ings .  Following t h e  

p o i n t  o f  v i e w  of t h e  i n d i v i d u a l  consumer, t he  marker p r i c e  of uncharged 

banking cervices is  sirnply z e r o ,  j u s t  like t h a t  o f  some government 

ce rv i ces  and c l e a n  a i r .  Following the  p o i n t  of view of t h e  producer ,  the  

r e l e v a n t  p r i c e  of  provid ing  banking s e r v i c e s  is equal  co i t s  d i r e c t  p lus  

i n d i r e c t  revenues.  Therefore ,  banking s e r v i c e s  a r e  a case  i n  which 

percept ions  on the  p r i c e  d i f f e r  widely between ind iv idua l  consumers and 

ind iv idua l  producers .  

In  c a s e  of  l i f e  and c a s u a l t y  incurance ,  the  i n d i v i d u a l ' s  v u l n e r a b i -  

l i t y  t o  r i s k  d i f f e r s  from t h a t  of the  insurance cornpany. I n  case  of 

pension funds ,  income i s  r e d i s t r i b u t e d  usua l ly  no t  on ly  i n  t ime,  b u t  

a l s o  among ind iv idua l  households.  FOK ind iv idua l  households,  t he re  i s  

o f t e n  no d i r e c t  r e l a t i o n  between the  premiums pa id  and the  claims co be 

rece ived .  I n  case  of government s e r v i c e s ,  i nd iv idua l  households and 

producers only pay i n  a  very  i n d i r e c t  way f o r  t hese  s e r v i c e s .  Sometimes, 

they were probably not  even prepared t o  pay a t  a l 1  f o r  t he  provis ion  of  

such s e r v i c e s ,  t h i n k  of  a  p a c i f i s t  who pays f o r  m i l i t a r y  expendi ture .  

The National  Accounts provide an i n t e g r a t e d  d e s c r i p t i o n  o f  consump- 

t i o n  a s  wel1 a s  product ion  a t  a  meso and macro l e v e l .  As f a r  as meso- or  

macro-econornic dec i s ions  should be  descr ibed  and analyzed as the  agg re -  

gate  of micro-economic d e c i s i o n s ,  the  l a t t e r  a r e  of irnportance a s  weLl 

( c f .  the  deba te  on the  micro-foundat ion= of macro-econornics , e .  g .  

Phelps,  1970 and Weintraub, 1 9 7 9 ;  see  a l s o  Bos, 1 9 8 9 ,  pp. 2 8 - 3 4 ) .  

Acymmetries i n  pe rcep t ion  pose a  fundamental problern t o  such a Erame- 

work, because cons is tency  r e q u i r e s  t h a t  on ly  one pe rcep t ion  can  be 

Eollowed. 

I n  the r e p o r t s ,  government product ion and n o n - p r o f i t  product ion are 

valued a t  ' c o s t s ' .  With the except ion of government product ion i n  the  

1947 r e p o r t ,  these  c o s t s  exclude any f i n a n c i a l  c o s t s ,  e . g .  i n t e r e s t  

payments. From the po in t  of view of the concept of oppor tuni ty  c o s t  this 



is  r a t h e r  s t r a n g e :  i n  t he  absence of wear and t e a r  and economic obsoles -  

cence,  the  annual oppor tuni ty  c o s t s  of l a r g e  investments i n  i n f r a s t r u c  - 
t u r e  a r e  a t  Least equal  t o  i n t e r e s t  revenues foregone on the  f i n a n c i a l  

c a p i t a 1  inves t ed  i n  t h e  i n f r a s t r u c t u r a l  works. Such an accounting proce-  

dure is c o n s i s t e n t  wi th  the  concept of  va lue  added i n  bus ines s  accoun- 

t i n g ,  as ope ra t ing  s u r p l u s  also includes a remunetation on money 

inves t ed .  The consequence of  such a  convention would be r h a t  the c o s t s  

of  capita1 formation,  i n  p a r t i c u l a r  those  with long l i f e t i m e s  and t h e r e -  

f o r e  a low annual  r a t e  of c a p i t a l  consumption, s u b s t a n t i a l l y  i nc reases  

i n  comparison t o  t he  s i t u a t i o n  where s o l e l y  c a p i t a l  consumption i s  

recorded a s  c o s t s .  The r e s u l t  of t h i s  a l t e r n a t i v e  accounting procedure 

would be an  e n t i r e l y  d i f f e r e n t  p i c t u r e  of the  c o c t s  a f  p r o v i d i n g  

government s e r v i c e s .  

I t  must be remarked t h a t  the concept of ( foregone)  oppor tuni ty  reve-  

nues should no t  be confused with the  payment of  i n t e r e s t  on government 

debt  i n  gene ra l .  Goverment  debt  need not  ( f u l l y )  p e r t a i n  t o  p re sen t  

c a p i t a l  s t o c k ,  b u t  may p e r t a i n  t o  forrner war expendi ture  o r  may be u s e d  

t o  f inance  t r a n s f e r  payrnents. The concept of ( foregone)  oppor tuni ty  

revenues a l s o  d i f f e r s  from the i n t e r e s t  payments t o  be inc luded  acco r -  

d ing  t o  the  1947  r e p o r t .  The l a t t e r  only p e r t a i n  t o  the inCeres t  

payments a c t u a l l y  pa id :  t h e r e f o r e ,  no oppor tuni ty  i n t e r e s t  revenues a r e  

t o  be imputed f o r  investments t h a t  a r e  wholly f inanced out  of  t axes .  

I n  the 1953 r e p o r t ,  i t  is argued why i n t e r e s t  payrnents on government 

debt  should no t  be included a t  a l l  i n  the  va lue  of product ion:  " I f  t h i s  

were done the product o r i g i n a r i n g  i n  genera l  government would become 

dependent on p a s t  and p re sen t  methods of f inanc ing  governmenr expendi- 

t u r e s .  This would be inappropr ia te  s i n c e  i r  would r e s u l t  i n  a concept o f  

product a t  va r i ance  wi th  the concept adopted f o r  e n t e r p r i s e s .  I n  the  

case  of e n t e r p r i s e s ,  t he  concept o f  product depends on the d i f f e r e n c e  

between output  and inpu t  and is t h e r e f o r e  i n v a r i a n t  t o  t he  method of 

f inanc ing  adopted" ( U N ,  1953, para  3 3 ) .  With sorne minor q u a l i t i c a t i o n s ,  

Chic argument i s  v a l i d  f o r  the convention recommended i n  the  1947 

r e p o r t .  This c r i t i c i s m  does not  apply t o  the above expla ined  oppor tuni ty  

revenue concept ,  bu t  the l a t t e r  concept has two o the r  drawbacks. 



F i r s t l y ,  which i n t e r e s t  r a t e  is t o  be app l i ed  i n  c a l c u l a t i n g  oppor- 

t u n i t y  revenues? If t h e  i n t e r e s t  r a t e  a t  t he  time of the  investment is  

taken ,  should t h i s  i n t e r e s t  r a t e  be used dur ing  the  whole econornic l i f e -  

time of t h e  c a p i t a l  good? O r  should som@ c u r r e n t  interest race be used? 

I n  case o f  f l u c t u a t i n g  i n t e r e s t  r a t e s  and governmenr loans of d i f f e r e n t  

l eng ths  of l i f e  ( 5  y e a r ,  10 year;30 years), both  op t ions  could  r e s u l t  

i n  r a t h e r  a r b i t r a r y  c a l c u l a t i o n s .  A second drawback of t he  oppor tuni ty  

revenue concept  is  t h a t  the accounring l o g i c  f o r c e s  t o  make coun te r -  

v a i l i n g  imputat ions of  government l oans  and payments of i n t e r e s t .  This 

cha in  of new irnputations c a s t s  s e r i o u s  doubts on the  mer i t s  of incorpo-  

r a t i n g  t h e  oppor tuni ty  revenue concept .  Therefore,  i t  s e e m  wise to  

regard t h e  t o t a l  i n t e r e s t  payments on government debc a s  the upper limit 

of the  amount t o  be imputed. 

The absence of  cons t an t  p r i c e s  i n  the 1947 and 1953 r e p o r t s  i n d i c a t e s  

t h a t  these r e p o r t s  were only halfway i n  improving the  i n t e r n a t i o n a l  and 

in te r tempora l  comparabi l i ty  of n a t i o n a l  accounts f i g u r e s .  For example, 

the  absence of  t he  no t ion  of  cons t an t  p r i c e s  impl ies  t h a t  ( r e a l )  growth 

r a t e s  o f  n a t i o n a l  income a r e  not  de f ined  i n  the  1947 and 1953 r e p o r t s .  A 

sornewhat s i m i l a r  remark a p p l i e s  t o  t he  absence of purchasing power 

p a r i r i e s  i n  t h e  1947, 1953 and 1968 r e p p r t s .  



5. Sectors, units and accounts 

I n  this s e c t i o n ,  t he  s e c t o r s  and accounts i n  t he  Eour r e p o r t s  a r e  

d iscussed  and compared. The s e c t o r s  and t h e i r  s t a t i s t i c a l  units are 

i n v e s t i g a t e d  i n  subsec t ion  5 .1  and &he accounts are rhe t o p i c  of subsec-  

r i o n  5 .2 .  Both i s s u e s  are discussed  i n  one s e c t i o n ,  because i n  t he  

r e p o r t s  tbe accounting s t r u c t u r e  and t h e  s e c t o r  c l a s s i f i c a t i o n s  are noc 

independent.  

5.1 Sectors end units 

5.1.1 Description 

I n  t a b l e s  1 - 4 ,  t he  s e c t o r  c l a s s i f i c a t i o n s  i n  the  four  r e p o r t s  are  

represented .  

I n  the  1947 and 1953 r e p o r t s ,  one s e c t o r  c l a s s i f i c a t i o n  i s  used f o r  

a l 1  t h e  accounts .  I n  the  1993 r e p o r t ,  the  Production Accounts a r e  not  

only presented  by s e c t o r ,  b u t  a l s o  by econornic a c t i v i t y .  I n  a  s epa ra t e  

t a b l e  ( t a b l e  XV.7) ,  value  added is broken down s inu l t aneous ly  by s e c t o r  

and by econornic a c t i v i t y .  A l 1  the  accounts  o the r  than  the  Product ion 

accounts  p e r t a i n  only t o  t he  s e c t o r  c l a s s i f i c a t i o n .  The 1968 r e p o r t  

d i s t i n g u i s h e s  t w o  s e t s  of accounts:  

- For Product ion Accounts and Goods and Serv ices  Accounts7) a n  economic 

a c t i v i t y  c l a s s i f i c a t i o n  should be used; 

- For the Income and Outlay and Cap i t a l  Finance Accounts t he  ' i n s t i -  

t u t i o n a l '  s e c t o r  c l a s s i f i c a t i o n  is rekomended. 

I n  t h i s  c a s e ,  t he  economic a c t i v i t y  c l a s s i f i c a t i o n  is  r e a l l y  presented  

as an a l t e r n a t i v e  s e c t o r  c l a s s i f i c a t l o n  (dua l  s e c t o r i n g ) .  I n  t he  i n p u t -  

ou tpu t  and make and uce t a b l e s  of  the  1968 and 1993 r e p o r t s ,  t h e  c l a s s i -  

f i c a t i o n  by econornic a c t i v i t y  should a l s o  be employed. I n  boch reporEs,  

s e p a r a t e  s t a t i s t i c a l  u n i t s  a r e  used f o r  the  c l a s s i f i c a t i o n  by economic 

a c t i v i t y  (es tab l i shments ,  es tab l i shment - type  u n i t s )  and f o r  the  ( o t h e r )  

s e c t o r  c l a s s i f i c a t i o n  ( e n t e r p r i s e s ) .  

7. ~n the report, they a re  ca l l ed  the Prcduction, Consurption expenditure and capital formation 

accowts. 



Table 1. Sectors, sub-sectors and accounts i n  the 1947.report. 

Sectors and sub-sectors ~ c c o u n t s *  ) 
1. Productive wi terpr ises 

1 .1  Business enterprises. This includes, n e r t  t o  p r i v a t e l y  con t ro l led  enterprises, 
@l i c  author i  t y  enterprises, ui incorporateá enterprises and some non-prof i t 
i n s t i t u t i m .  0, A, C, Res 

1.2 Pers- (house-ounership) O 

2. Financial  i n t e r n c d i d i r i e s  
2.1 Banking system 
2.2 Qther f inancia l  in termedia i r ies 

3. Insurance a d  soc fa l  secur i t y  agencies 
3.1 Insurance caipenies a d  soc ie t ies  Rev, O, A, C2Res 
3.2 Pr i va te  pension fwxls. This consists o f  v o l w t a r y  pension schemes. Rev, C&Res 
3.3 Social  s t c u r i t y  f d s .  This includes a l 1  iiccrrpulsary funds organised by the 

govermienti8 (UN, 1947, p. 70). Rev, C&Res 

4 .  Final  consuners 
4.1 Persons. This includes p r i v a t e  non-prof i t i n s t i t u t i o n s  R ev 
4.2 Pubtic c o l l e c t i v e  providers. This includes pension funds o f  the govermient. Rev, C&Res 

5. The rest  o f  the u o r l d  ( a l 1  econmic e n t i t i e s )  Cons 

*) E x p L a ~ t i o n  o f  the abbreviat ions useâ: 
O Operating Account 
A Appropriat ion Account 
C Capi t a l  Account 
Res Reserve Account 
C&Res ConJsined Capi ta l  and Reserve Account 
Rev Reverwe Account 
Cons Consolidated Account 

- -  

Table 2. Sectors, sub-sectors and accowts i n  the 1953 repart 

Sectors and sub-sectors ~ c c o u n t s *  ) 

1. Enterprises 
l .  t Unincorporated p r i v a t e  enterprises 
1.2 ~ousehotds a d  p r i v a t e  non-p ro f i t  i n s t i  t u t i m s  i n  t h e i r  capaci t y  as 

Landlords o f  dwel l ings uhether o r  not they occupy t h e i r  oun proper t ies 
1.3 Pr ivate corporat ions other than 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  mainiy 

serving households 
1.4 Non-prof i t  i n s t i t u t i o n s  mainly serving enterprises 
1 .5 Pubtic enterprises 

1.5.1 Coverment enterprises ( f i n a n c i a l l y  in tegrated u i t h  general goverment) 
1.5.2 Publ ic corporat ions 

2. Househol& and p r i v a t e  non-prof i t i n s t i  t u t  ions, uhich are not establ ished 
p r imar i t y  with the a i m  o f  earning a p r o f i t  and are not  mainly rendering 
services t o  enterpr i  ses ( included are pension funds) 

3. General g o v e r m t  
( included are soc ia l  secur i t y  fwds ,  i f  t h e i r  a c t i v i t i e s  may be regarded 
as en i n s t r w n t  o f  the sac ia l  p o l i c y  o f  the govcrrmnt)  

* )  The fo l lowing accouits c w l d  k set up f o r  a l 1  sectors: 
- the ProAKt ion  Account 
- the Appropriat ion A c c w i t  
- the Capi ta l  Reconci l ia t ion Account 
- the External A c c a n t  



Table 3. Sectors and sub-soctors in tho 1968 report 

A .  Sectors of tho Production. Consumption 8 ,  Sectors of the Income and Outlay and Capltal 

Expendituro and Capita1 Formation Account@ Financo Accounts 

A.l Induatrioa. ï h i s  soctor includer: 8.1 

- establishmmta tho activitiea of which ar* 
financad by producing goodi and sarvicrr, 

for sala in the maxkot at a prica that i s  

normally doiignod to covor the costr of 

productfon; thir includea such establishments 

of tho govornmant 

- al1 tho dwol1in.y which households os prlvato 

non-profit institutions o m  and use on their 

o m  account 

- thtt om-account construction of dwelllngs, 
non-residential buildings and other projects 

by houssholdr and private non-profit bodies, 

aa well as by govenunent organs 

- the om-account production by households of 
primary coamodities, where the producer 

activities of the households had not atready 

been set oPt as industries by virtue of sale 

of the products on the market 

- private non-profit institutions primarily 
serving business 

Non-financial enterprises, corporate and 

quaai-corporate 

1.1 Private mtecpriser. This subsectot 

includes private non-profit institutions 

serving business 

1.2 Publrc enterprlses 

B 2 Financial tnst1:stLons 
2.1 ïhe centra1 bank 

2 2 Other monetary ~nstltut~ons (batiks) 

2.3 Insurance companres and pension funds 

2.4 Other financlal institutions (for example 

building and laan associations, hire- 

purchase companres and icvescment Ednds) 

A.2 Producers of government services. Ihrs sector 

includes : 

- government units, like local and centra1 
government (excluded are tho establishents 

of the government cla$sified in the sector 

industries) 

- social security schemes and non-profit bodies 
which, by virtue of the relations with the 

government, are clearly instcuments of the 

social and economic policy of ths goverment 

A . 3  Producers of private non-profit services ta 0.4 

B .  3 Genera1 govermer. t 

3.1 Centra1 government 

3.2 State and Local goverrment 

3.3 Social security funds 

Prrvate non-prof~t institutions serv1r.g 

houaeholds . gcluded ara: households 

- thmir activitimi classifiod in Che sector industries 
- fratarnal groupa, social clubs and similor bodies, 
which have the equivalent of less than two fulL-- 

tima employeoa; these ars to be included in tho 

sector households 

~ . 4  Households. This sector includes: B.5 Households. includrng private non-financial 
- p a i d  domestic services which one household renders unincorporated enterprises. Included are, 

to another i.a.: - al1 the dweLLings which households 
- fraterna1 groups, social clubs and similar bodiss. own and use on their awn account 

which have the equivalent of less than two fcill- - tha om-account product~on by 

time employees households of prlmary comodities 

- rhs activities of individuals as consumars 



Tabte 4. Sectors and sub-sectors i n  the 1993 report. 

Sectors a d  sub-sectors 

1. Non-f inancial  corporat ions 
1.1 Public m - f  inonci.1 corporat ions 
1.2 N a t i m l  p r i v a t e  non-f inancial  t o r p o r a t i a 9  ( inct .  m - p r o f i t  inst. servinq business) 
1.3 Foreign can t ro l led  n o n - f i n m e i a l  corpocations 

2. Financial  torpret ions* ) 
2.1 Centrel Bank 
2.2 Other dcpcs i tory  i n s t i t u t i o n s  

2.2.1 Deposit mony i n s t i  tu t ions  
2.2.2 Other (e.g. savfngs b n k s ,  mr tgegc  banks, k u i l d i n g  sec iet ies)  

2.3 Other f i n a n c i a l  i n t e r d i a i r i e s  except insurance corporat ions a rd  pension furds 
(e.g. investment corp., h i r e  purchase corp. ,  corp. engaged i n  f i nanc ia l  leasing) 

2.4 Financial  a u x i l i a r i e s  (e.g. secur i t i es  brokers, laan brokers, insurance brokers) 
2.5 tnsurance corporat ions and pension furds 

3, General g o v e r m n t  
3.t Centra1 g o v e r m n t  3.1 Centra1 gov.incl. re lared socia l  secur i ty  
3.2 State goverment 3 .2  State gov. inc l .  re la ted  soc ia l  securi t y  
3.3 Local g o v e r m n t  3.3 ~ o c a l  gov.incl. re la ted  soc ia l  secur i t y  
3.4 Social  secur i t y  i n s t i t u t i o n s  

4. ~ouseholds (by major source o f  inccme; i n  t h i s  sector a lso  the services o f  owner-occupied 
duel l ings are recorded) 
4.1 Errployers (ouners o f  household unincorporated enterprises wi th  pa id  employees) 
4.2 Oun-accouit uorkers (ouners o f  household unincorporated enterprises without paid employees) 
4.3 Employees 
4.4 Recipients o f  property and t ransfer  i n c a n  

5. Non-prof i t  i n s t i t u t i o n s  serving households (e.g. trade unions, p o l i t i c a l  pa r t ies ,  
churches, sports clubs, c h a r i t i e s  organisations) . 

6. Rest of the u o r l d  

* )  For the subsectors 2.2-2.5 a d i s t i n c t i o n  between Public, National P r i va te  and Foreign C o n t r o l l e d  
s h w l d  aìso be made. 

Only the 1993 r e p o r t  provides a c l e a r  d e f i n i t i o n  of t h e  s t a t i s t i c a l  

u n i t s  t o  be used f o r  t he  i n s t i t u t i o n a l  s e c t o r  c l a s ~ i f i c a t i o n .  En te r -  

p r i s e s  i n  the  co rpo ra t e  s e c t o r  a r e  def ined  as " t h e  s m a l l e s t  l e g a l  e n t i t y  

f o r  which complete accounts a r e  a v a i l a b l e "  ( U N ,  1992, Annex on c h a n g e s ,  

p .  4 ) .  In  t h e  1968 r e p o r t ,  a l s o  the  family of e n t e r p r i s e  could be used 

The 1947 and L953 r e p o r t  do no t  d i s c u s s  t h i s  s t a t i s t i c a 1  u n i t .  An 

except ion p e r t a i n s  to che d e l i n e a t i o n  the  n a t i o n a l  economy ( c e e  s e c t i o n  

I n  the  1947 and 1953 r e p o r t s ,  t he  u se fu lnes s  o f  a d d i t i o n a l  c l a s s i f i -  

ca t ions  by economic a c t i v i t y  is  already noted.  I n  the 1947 r e p o r t ,  i t  i s  

recommended t o  subdivide the  s e c t o r  Productive En te rp r i s e s  i n t o  branches 

o f  a c t i v i t y .  S t a t i s t i c a 1  problems i n  ernploying a  u n i t  l i k e  t h e  1468 

' es tab l i shment '  f o r  t h i s  subd iv i s ion  are a l s 0  noted:  " e n t e r p r i s e s  



frequently contribute to more than one branch of activity. In dividing 

out the different activities of a complex concern and in allocating 

costs, and still more profit, between them, cost accounting methods are 

unavoidably involved. In practice, these allocations are difficult Co 

handle statistically. For certain purposes. it may be sufficient to use 

a classification of branches of aCtivity coincident with the main 

activity of different groups of enterprises" (UN, 1947, pp. 55, 56). 

Rather similarly, in the 1953 report, the notion of a separate sta- 

tistical unit for describing che production process is already present, 

although it is not deemed practically feasible (UN, 1953, paras 90, 91). 

The 1953 report also suggests to divide its sector Enterprises by l e g a l  

farms of organization. 

In the 1968 report, establishments are characterized as units "which 

are relatively homogenous in respects of the character, cost-structure 

and technology of production. If data are to be classified according to 

region, the establishment should in addition draw distinction in respect 

of the location of the activities" (UN, 1968, p. 73, para 5.15). "Fur- 

ther it must be feasible to compile data on al1 of the gross output, 

ernployment, intermediate and direct inputs int0 the production, and 

capital formation of each establishment" (UN, 1968, p. 74, para 5.17). 

The 1993 report employs a rather similar definition: "An establishment 

is defined as an enterprise, or part of an enterprise, that is situdred 

in a single Location and in which only a single (non-ancillary) produc- 

tive activity is carried out - or in which the principal productive acri- 

vity accounts for most of the value added" (UN, 1992, Ch. V, para 21). 

The 1947 and 1953 reports do not contain a subsectoring of the sector 

Households over groups of persons or households. Therefore, such a dis- 

tribution of income by types of persons/households is ignored de facto. 

In the 1968 report some suggections are made for a subclassification of 

the sector Households for these purposes (UN, 1968, table 5.1, p. 79) 

and one table is presented (UN, 1968, table 23). It is explicitly stated 

that the subclassification should be regarded as not more than tentative 

(UN, 1968, p. 83, 5.75). Co, in face, the 1993 report is the first to 



incorporate income and expenditure by household types in its basic 

accounting system. 

In this section, w e  start by discussing the institutional sector classi- 

Eications and its statistical units. A comparison of the sector classi- 

Eications can best be made by having a specific purpoce or criterion in 

mind. 

The 1947 report intends "to keep rhe social accounts in such a way as 

to exhibic clearly the different classes of decision-making units in the 

real world and the type of distinction they have in mind in arriving at 

their decisions" (UN, 1947, p. 43). Decision-making is also mentioned as 

an important criterion for the sector classifications (and their statis- 

tical units) in the 1953 and 1968 reports. As the National accounts are 

to be used for describing and understanding economic decisions, the 

logic of this criterion is self-evident. Unfortunately, employing deci- 

sion-making as criterion has s o m  clear limitations for economic statis- 

tics. 

The reports employ sector classifications that are actually in 

conflict with decision-rnaking as a criterion. A first instance is that 

following the reports distinctions have to be made between: 

- domestic and foreign actlvities of multinarionals; 

- financial and non-financial activities within enterprises (i£ separate 
establishments can be 'def ined) ; 

- banking and insurance activities within enterprises (i£ separate esta- 
blishments can be defined). 

Even if an enterprise is allocated to a sector on the basis of its main 

activity, the latter two distinctions are necessary. The reason is that 

the conventions (and accounts) recommended for valuing output depend on 

the type of activity. Al1 these distinctions do not necessarily coincide 

with the organizational structure of enterprises. For example, a multi- 

national could be organized primarily by type of product and not per 



count ry .  For t a x  purposes,  some n a t i o n a l  f i g u r e s  a r e  produced l i k e  on 

taxable  p r o f i t .  However such l i m i t e d  d a t a  do not  s u f f i c e  the n a t i o n a l  

accountants  needs. S i m i l a r l y ,  t he  banking and insurance a c t i v i t i e s  of an 

e n t e r p r i s e  rnay be i n t e g r a t e d  t o  a  s u b s t a n t i a l  excent  ( i n  some c o u n t r i e s  

t h i s  w i l 1  n o t  occur ,  because i t  i s  forbidden by law) .  

Anothex case i n  p o i n t  is  t h a t  i n  the  1947 and 1953 sector c l a s c i f i -  

c a t i o n s  and the  1968 s e c t o r  c l a s s i f i c a t i o n  O E  the  Product ion,  e t c .  

Accounts, the product ion o£ unincorporated e n t e r p r i s e s  and om-accoun t  

product ian  by households a r e  not  recorded i n  the same s e c t o r  as t h e  

consumption expendi ture  by households.  Major examples a r e  product ian  by 

farmers and the imputed s e r v i c e s  f o r  owner-occupied dwel l ings .  This  

remark does no t  apply t o  the  1993 s e c t o r  c l a s s i f i c a t i o n .  

A s p e c i f i c  p e c u l i a r i t y  of the 1947 sec to r ing  is  t h a t  purchase and 

s a l e  of dwell ings by households i s  t o  be r e g i s t e r e d  i n  the  s e c t o r  F i n a l  

consumers and the  owner-occupied dwell ings imputat ion i n  the  s e c t o r  

Product ive e n t e r p r i s e s .  Thus, i n  t h i s  c a s e ,  product ion and the  purchase 

and s a l e  of r e l a t e d  c a p i t a l  goods a r e  no t  recorded i n  the  Same s e c t o r .  

The s e c t o r  c l a s s i f i c a t i o n s  can a l s o  be judged on t h e i r  app ropr i a t e -  

ness  i n  desc r ib ing  the  consequences o f  government p o l i c y .  To this end,  

a31 e n t e r p r i s e s  and i n s t i t u t i o n s  which could be regarded a s  ( p o t e n t i a l )  

instruments  of government p o l i c y ,  should be d i s t i ngu i shed  from those 

e n t e r p r i s e s  and i n s t i t u t i o n s  thac  could nor .  I n  t h i s  way, the  informa- 

t i o n  from the  National  Accounts could  be used i n  d e s c r i b i n g ,  ana lyz ing  

and f o r e c a s t i n g  the  e f f e c t s  of goverment  pol icy  on a n a t i o n ' s  economy. 

I n  the 1947 r e p o r t ,  it i s  s t a t e d  t h a t  a l 1  s e c t o r s  should con ta in  a cub- 

d i v i s i o n  based on the  c r i t e r i u m  of  government c o n t r o l  ( U N ,  1947, p .  3 8 ) .  

The Keynesian s p i r i t  of t h i s  recommendation can be i l l u s t r a t e d  by a  

s h o r t  quota t ion :  "The most t o p i c a l  perhaps is the f a c t  t h a t  p u b l i c -  

a u t h o r i t y  e n t e r p r i s e s ,  be ing  more s u b j e c t  t o  s o c i a l  c o n t r o l  than p r i v a t e  

e n t e r p r i s e s ,  may be more r e a d i l y  used,  through t h e  t iming of t h e i r  

c a p i t a l  formation,  t o  he lp  s t a b i l i z e  the  genera1 l e v e l  of a c t i v i t y "  ( U N ,  

1947, p .  3 8 ) .  The 1953, 1968 and 1993 s e c t o r  c l a s s i f i c a t i o n s  a l s o  

r e f l e c t  t he  c r i t e r i u m  of government con t ro l  a s  t he  1953, 1968 acd 1 9 9 3  



subsectors Public Enterprises and Public non-financial corporations are 

al1 defined as encompassing the enterprises which are owned or 

controlled by public authorities (UN, 1953, para 82; UN, 1968, para 

5.55; UN, 1992, Ch. IV, p. 19). 

Another way to look at the sector classlfications is to compare to 

what extent they reflect specific 'functions' that can be fulfilled by 

che gavernment as wel1 as by 'the market'. Major functions in this 

respect are: 

- the provision of general infrastructure 
- health care 

- education 
- insurance of income (life insurance, pension funds and social secu- 

rity) . 
The first three functions are not represented in the sector classifi- 

cations of the reports. Only additional classifications, like a 

functional classification of goverment services and a classification in 

activities for industries, can meet such informational needs. The fourth 

function is represented in the 1947 sector Insurance And Social Security 

Agencies. In the 1953 sector classification, this function can not be 

discerned at all. In the 1968 and 1993 reports, two subsectors 

pertaining to different sectors are important in this respect, namely 

the subcector Insurance Conipanies And Pension Funds and the subcector 

Social Security Funds. A drawback of this sectoring is that the major 

differences between casualty insurance companies and pension funds are 

ignored. 

Another function is that of financial intermediation. In the 1947, 

1968 and 1993 reports, this function is f u l l y  reflected by separate 

sectors. The 1953 report explicitly rejects this option in order to 

Limit the number of sectors (UN, 1953, para 285). 

The role played by domestic and foreign multinationals could be made 

explicit in the classifications of dornestic sectors and the Rest of the 

World. Such a classification would make sense in view of the specific 

characteristics of multinationals, e.g. in transferring technology, in 



financing their production processes or simply because of their size. 

The intra-firm flows of a multinational may be imports and exports to a 

country. It seems likely that the determinants of this type of imports 

and exports differ from imports and exports between independent enter- 

prises. The role played by foreign multinationals is reflected in the 

1993 sector classification. However, it ignored the role of domestic 

multinationals8). Al1 the other reports are silene about the role of 

multinationalsg . 

A subsectoring of the R e s ~  of the World is proposed in none of the 

reports. However, in view of the drastically increased importance of 

international organisations, a distinction between International organi- 

sations and the rest of the Rest of the World seems useful ( n o n ) .  For 

EC-countries, a subsector EC is of clear importance. It would improve 

the additivity of the national accounts figures of the various E C -  

countriec, show the relative importance of the other EC-countries for 

the national economy and reflect the special role of the EC as a supra- 

national organisation for EC countries (its taxes, subsidies, etc.). 

The 1968 dual sectoring present some specific difficulties as no 

linkage is provided for the two kinds of sectoring (except at t h e  most 

aggregate level). This is defended by: "It would always be possible co 

show direct interaction between establishment and enterprise c l a s s i f i -  

cations, to classify compensation of employees in corporate and quasi- 

corporate eneerprises, for example, simultaneously by major kind of 

activity of both of che constituent establishments and the parent enter- 

prises . . .  The reason for not proposing. cbe more ambitious treatment is 

that, while in principle it presents little difficulty, in practice i t  

presents a greac deal and in fact up to now has been attempred in only a 

few countries" (UN, 1968, p. 22, para 2.31). In the 1993 report, there 

is a cross-classification for value added, but a simultaneous classifi- 

cation by sectors and economic activity is absent for commodity-flows 

8, In the Dutch Research and Developnent module, danestic mult inationals a re  therefore 

introduced as a separate subsector (see Bos, e t  a l ,  1992). 
9. An exception i s  the discussion i n  the 1947 report of rhe residency of enterprises (and the i r  

a f f i l i a t e s  (see section 9 ) .  



(output, intermediate consumption, capita1 formation). However, cross- 

classifications of value added and commodity flows are important for 

analytica1 as wel1 as statistica1 purposes. 

Analysis is served by a linkage between sector and economic acriviry 

information as: 

- the link itself is an important abject of econornic study, e.g. the 
interaction between capita1 formation and saving or the interaccion 

between income generation and incorne expendirure; 

- the link is important for (dis-)equilibrium models of an economy. 

The estimation process would also benefit from such a l i nkage  as i r  

enables the comparison of data from various sources. In this way, the 

reliability and consistency of the data can be checked en improved. For 

example, without such a linkage the three ways of estimacing Gross 

Domestic Product (based on production, final expenditure and income) 

can only be compared -by definition- at the very aggregate national 

level. 



5 . 2  Accounts 

5 . 2 .  l Description 

In t a b l e  5 ,  t h e  accounting c t r u c t u r e s  i n  t he  fou r  r e p o r t s  a r e  conpared. 

In c o n t r a s t  t o  t he  o t h e r  r e p o r t s ,  the 1953 r e p o r t  does not present  a 

c o n c r e t e  se t  o f  accounts .  The content af i ts  fou r  accounts  i s  o n l y  

d e s c r i b e d  i n  general terms. Which s p e c i f i c  items are t o  be d i s t i ngu i shed  

o r  incorpora ted  is n a t  defined i n  the report. To some excent  th i s  can be 

deduced from the s e t  of Standard Tables proposed o r  the gene ra l  d e s c r i p -  

t i o n  of  c o n c e p t s .  

Table s. Accounts i n  the 1947, 1953, 1968 and 1993 repor ts .  

1947 report u 
Operating Account 
Revenue Account f0r 

1nsur.Companies. 
3riv.Pension funds. 
Social Sec. Instit. 

Operating Account 
Sevenue Account for 

Inslir. Companies. 
Priv.Pension Funds, 
Social Sec.Instit. 

Appropriation Account 

Reserve Account 

Reserve Account 
(anLy rea l i zed  holding 
gains and losse*) 

1953 report 

Production Account 

Appropriation Account 

Capita1 Reconciliation 
Account 

External Account 
- Current 

1968 report 

Prod.,Consumpt.Exp. 
and Cap. F o m .  Acc. 

Production Account 

Income and Gutlay 
Account 

Capltal Finance 
Account 

(ReconciLiat~on 
Account) 

(Balance Sheet) 

Consalidated Acc. 
- C u r r e n t  

li93 report 

Goods and Services Acccunt 

Production Accamt 

Generation of Incutte Account 
Alloc.of Primary Income Accouct 
Secundary Distr.of Incame Accoun 
Red~str.of Income in Kind Accoan 
Use of 2isposable Inccme Accc~st 
Use of Adj. Disp. Inccme Account 

-- -- 

Capltal Account 

FlnanciaL Account 

Other Ctanges :n Volme of >.ss-: 

Account 
RevaLuation Accaunc 
BaLance sneets 

- Opening 
- Changes 
- C L o s ~ n g  

ROW Account 
Goods and Services 
Prrmary Incame and Currenc 
Transfers 

Capita1 Account 
Flnanclal Account 

- Other manges in Assets 
- Assets and L~abrllties Acc 

(8ala~xe sheets) 

Only i n  t h e  1968 and 1993 r e p o r t s ,  a Goods and Serv ices  Account, 

~ ~ h i c h  records  the  supp ly  and use of goods and s e r v i c e s  ( o u t p u t ,  impor ts ,  



e x p o r t s ,  in te rmedia te  and f i n a l  consumption and c a p i t a 1  formation)  is 

employed. Th i s  account s e rves  t o  e s t a b l i s h  a l inkage  t o  i npu t -ou tpu t  and 

make and use  t a b l e s .  The i n c l u s i o n  o f  t h e  l a t t e r  a r e  a  s p e c i f i c  f e a t u r e  

of  t h e  1968 and 1993 r e p o r t s .  

Operat ing and Product ion Accounts show t h e  c u r r e n t  c o s t s  and revenues 

r e l a t e d  t o  product ion.  In  comparing these  accounts  i n  t he  r e p o r t s ,  a l s o  

the  1947 Revenue Accounts f o r  Insurance Companies, P r i v a t e  Pension Funds 

and S o c i a l  S e c u r i t y  I n s ~ i t u t i o n s  should be taken i n t o  account .  

In  rhe 1947 r eporc ,  f o r  Insurance Companies a  Revenue Account is  used 

i n  a d d i t i o n  t o  t h e  Operat ing Account. Thic Revenue Account r e g i s t e r s  the 

premiums r ece ived ,  imputed charges and claims and s u r r e n d e r s .  Fo r  the 

P r i v a t e  Pension Funds and Soc ia l  S e c u r i t y  I n s t i t u t i o n s ,  only a  Revenue 

Account and a combined Capi ta1  and Reserve Account a r e  d r a m  up ( s e e  

t a b l e  1) .  These Revenue Accounts r e g i s t e r  t he  c u r r e n t  c o s t s  ând revenues 

r e l a t e d  t o  product ion and,  fur thermore,  the  d i s t r i b u t i o n  of income. They 

a r e  t he re fo re  more encompassing than  the  Operat ing and Product ion 

Accounts. 

The d i f f e r e n c e s  wi th  r e spec t  t o  t h e  Operating and Product ion Accounts 

a r e  b e s t  revea led  by comparing the  ba lahc ing  i tems .  I n  t he  1953 Produc- 

t i o n  Account and the  1993 Product ion Account, chey a r e  va lue  added 

concepts .  I n  t he  1947 Operat ing Accounts, the  1968 Product ion Accounts 

and the 1993 Generat ion of Income Accounts, the ba lanc ing  i t e m s  a r e  

ope ra t ing  su rp lus ses .  In  f a c t ,  t h e  1993 r e p o r t  s p l i t s  the  1 9 4 7  Operat ing 

Account and the 1968 Product ion Account i n  two Accounts: a Product ion 

Account and a Generat ion of Income Account. A s p e c i f i c  f e a t u r e  of the  

1947 ope ra t ing  su rp lus  i s  t h a t  i n t e r e s t  payments a r e  a l r eady  deducted. 

I n  the ope ra t ing  su rp lus ses  of t he  1968 and 1993 r e p o r t s ,  i n t e r e s t  s t i l l  

has t o  be pa id  ou t  of t he  ope ra t ing  su rp lus  (on concepts  of income: s ee  

s e c t i o n  8 ) .  

A l 1  the  ba lanc ing  items a r e  a t  f a c t o r  c o s t s ,  wi th  the  except ion  o f  

the  1993 r e p o r t  which p r e f e r s  b a s i c  p r i c e s .  



A p e c u l i a r  f e a t u r e  of the  1947 Operating Account is  t h a t ,  next  t o  the 

ope ra t ing  s u r p l u s ,  s e v e r a l  o t h e r  t r a n s f e r s  t o  and from o the r  accounts 

a r e  recorded on the  Operating Account. Examples a r e  "Transfer  from 

c a p i t a 1  account i n  r e s p e c t  of  unsold goods, work i n  progress  and unused 

m a t e r i a l s n ,  "Transfer  t o  c a p i t a l  account i n  respect of dep rec i a t ion  and 

obsolescence" and "Transfer  to revenue account o f  persons i n  r e spec t  of 

bad debts" .  In f a c e ,  t h e r e  is  no r e a l  balancing i tem. More i n  gene ra l ,  

un l ike  i n  the  o t h e r  r e p o r t s ,  tha  'balancing items' i n  the L947 r e p o r t  

a l s o  do n a t  ' t r i c k l e  down' t o  t h e  o rhe r  accounts .  For example, i n  the  

1993 r e p o r t  va lue  added i s  the ba lanc tng  item of the  Production Account, 

which i s  t h e  s t a r t  o f  the  next  account ,  t he  Generation of Income 

Account. 

Another d i s t i n c t i v e  f e a t u r e  of the  1 9 4 7  accounting s t r u c c u r e  is r h a c  

the  expendi ture  on own-account c a p i t a l  formation ( inc lud ing  compensation 

of employees) is recorded a t  i t s  c a p i t a 1  account.  The t o t a l  va lue  of  

own-account product ion should then a l s o  be r e g i s t e r e d  a t  the Operat ing 

Account. I n  the  o t h e r  r e p o r t s ,  expenditure  on own-account c a p i t a 1  

formation a r e  recorded a t  the  Production Accounts. 

The d i s t r i b u t i o n  of income and i t s  use  a r e  recorded r a t h e r  s i m i l a r l y  

i n  t h e  r e p o r t s .  The major differente being  t h a t  the  1993 r e p o r t  emplayc 

s e v e r a l  accounts i n  order  t o  desc r ibe  s e v e r a l  s t ages  i n  the income 

d i s t r i b u t i o n  and use  processes ,  while  t he  o the r  r e p o r t s  lump al1 t h e s e  

accounts toge ther  i n  one account ( f o r  each s e c t o r ) .  The concepts of 

income and consumption i n  these  accounts a r e  discucsed i n  s e c t i o n s  7 

and 8 .  

A s p e c i f i c  f e a t u r e  of the  1947 r e p o r t  i s  t h a t  r e a l i z e d  c a p i t a l  ga ins  

and l o s s e s  a r e  ( e x p l i c i t l y )  ro be r e g i s t e r e d  a s  income. I n  t h e  o the r  

r e p o r t s  a r e  these  ga ins  and l o s s e s  not included i n  any concept of 

income. 

The 1 9 4 7  Capi ta1 Account r e g i s t e r s  the  changes i n  n o n - f i n a n c i a l  c a p i -  

t a l  s t o c k  and the  c o s t s  of maintaining the  c a p i t a l  s t o c k ,  l i k e  the pur -  

chase of c a p i t a l  goods, expenditure  f o r  om-account  c a p i t a l  formation 



l i k e  wages, changes i n  s t o c k s ,  c a p i t a l  consumption and the  payment of 

insurance premiums r e l a t e d  t o  c a p i t a 1  s t o c k .  The C a p i t a l  Account is  

balanced by t h e  n e t  amount of c a p i t a l  accumulation which has  t o  be f i -  

nanced by che e n t e r p r i s e  i t s e l f .  Changes i n  f i n a n c i a l  r e s e r v e s  l i k e  

t r a n s a c t i o n s  i n  s e c u r i t i e s ,  borrowing, and Losses,  subscriptions to new 

i s s u e s  and o b l i g a t i o n s  are to be i e g i s t e r e d  on t h e  Reserve Account. 

In t h e  other r e p o r t s ,  r a t h e r  similar accounts  a r e  used.  For example, 

t he  1968 Capi ta1  Finance Account is subdivided i n  two p a r t s ,  cor respon-  

ding r e s p e c t i v e l y  wi th  the  1947 Cap i t a l  Account and the  1947 Reserve 

Account o r  wi th  the  1993 C a p i t a l  and Financia l  Accounts. It i s  i n c e r e s -  

t i n g  t o  no te  t h a t  i n  the  1947 r e p o r t  rhe amount o f  d e t a i l  o f f e r e d  on 

f i n a n c i a l  t r a n s a c t i o n s  is  no t  much l e s s  than  i n  t he  1968 r e p o r t .  I n  the  

1993 r e p o r t ,  a  s u b s t a n t i a l  amount of d e t a i l  and new c l a s s i f i c a t i o n s  is 

added, while no d e t a i l  a t  a l 1  is  presented  i n  t he  1953 r e p o r t  ( f i n a n c i a l  

flowc a r e  absent  i n  i t s  Standard Tab le s ) .  F inanc ia l  a s s e t s  a r e  d iscussed  

i n  more d e t a i l  i n  s e c t i o n  6 .  

Only i n  the  1993 r e p o r t ,  s e r i o u s  a t t e n t i o n  is  pa id  t o  e s t a b l i s h i n g  

a  l i n k  wi th  balance s h e e t s .  According t o  t he  synopt ic  t a b l e  2 . 1  i n  the 

1968 r e p o r t ,  r e a l i z e d  c a p i t a 1  ga ins  and o t h e r  s o r t s  of r eva lua t ions  a r e  

t o  be r e g i s t e r e d  on a  Revaluat ions Account. However, i n  t h e  r e s t  of the  

1968 r e p o r t ,  t he  Revaluat ions Account i s  f u l l y  ignored.  I n  the  1947 

r e p o r t ,  only the  r e a l i z e d  p a r t  of t h e  c a p i t a 1  ga ins  a r e  t o  be recorded 

i n  the  accounting s t r u c t u r e  (at the  Reserve Account and the  Appropria- 

t i o n  Account). I n  t he  1953 r e p o r t ,  it i s  suggested t o  provide some 

a d d i t i o n a l  in format ion  on c a p i t a l  ga ins  and l o s s e s  on s tocks  i n  o rde r  

t o  e s t a b l i s h  a  l i n k  between the  bus iness  accounts and the  n a t i o n a l  

accounts .  In t h e  synopt ic  t a b l e  2 . 1  i n  the  1968 r e p o r t ,  a l s o  balance 

shee t s  a r e  ínc luded ,  b u t  they  a r e  i n  che remainder of t h e  r e p o r t  f u l l y  

ignored.  We can  the re fo re  conclude tha t .  t a b l e s  f o r  balance s h e e t  

accounts a r e  v i r t u a l l y  absent  i n  t h e  1947, 1953 and 1968 r e p o r t s  and 

t h a t  they the re fo re  r e s t r i c t  themselves f u l l y  t o  flow accounting.  

A major ex tens ion  i n  the  1993 r epor t  i s  t h e r e f o r e  t h a t  i t  a l s o  

inc ludes  Balance Sheets  and Other changes i n  a s s e t s  accounts .  I n  



a d d i t i o n  t o  r e a l i z e d  holding ga ins  and l o s s e s ,  a l s o  not  ( y e t )  r e a l i z e d  

hold ing  ga ins  and l o s s e s  and o t h e r  changes i n  volume ( l i k e  those due t o  

ear thquakes and war) a r e  incorpora ted .  

In  the consol ida ted  account of t h e  1947 sector R e s t  of the World, no 

subaccounts are introduced,  n o t  e&n t o . r e f l e c t  t h e  d i s t i n c t i o n  between 

c u r r e n t  and c a p i t a l  t r a n s a c t i o n s ,  I t s  s o l e  ba lanc ing  item the re fo re  

shows net l ending  t o  the Rest of the World; a c u r r e n t  e x t e r n a l  balance 

is  absent .  

I n  the  1953 and 1968 r e p o r t s ,  a  d i s t i n c t i o n  i s  introduced f o r  c u r r e n t  

and c a p i t a l  f lows.  I n  supplementary t a b l e s ,  a more r e f i n e d  c l a s c i f i c a -  

t i o n  of flows with t he  Rest of the  world is  included ( U N ,  1 9 5 3 ,  Table 

X I ;  U N ,  1968, Table 2 6 ) ) .  Only i n  the  1993 r e p o r t ,  such a  r e f i n e d  

c l a s s i f i c a t i o n  is  incorpora ted  i n  the  accounting s t r u c t u r e  ( see  t a b l e  

5). 

5 . 2 . 2  Discussion 

Various i s s u e s  involved i n  t h i s  s e c t i o n  a r e  d iscussed  e l sewhere ,  l i k e  

balance s h e e t s  ( s e c r i o n  2 . 2 )  and concepts o f  income t h a t  se rve  as ba l an -  

c ing  items ( see  s e c t i o n  8 ) .  We w i l 1  t he re fo re  r e s t r i c t  ou r se lves  t o  two 

s h o r t  comments. 

The 1993 accounting s t r u c t u r e  s e e m  a major improvement: d i f f e r e n t  

economic processes  are c l e a r l y  r e f l e c t e d  by the var ious  accounts ( e . g .  

income d i s t r i b u t i o n  and income r e d i c t r i b u t i o n )  and f o r  each sector t h e  

Same accounts are ernployed. In the  1 9 4 7 ,  L953 and 1968 r e p o r t s ,  the 

accounting s t r u c t u r e s  a r e  much less t r anspa ran t .  

A rernarkable f e a t u r e  of the  1947 accounting s t r u c t u r e  i s  t h a t  

su rp lus ses  and d e f i c i t s  i n  i n t e r n a t i o n a l  t r ade  a r e  not  e x p l i c i c l y  shown 

by a  ba lanc ing  item i n  the consol ida ted  account f o r  the Rest  o f  the 

World. The absence of such a balancing item is a  b i t  puzz l ing ,  because 

t h e  v a r i a b l e  was of g r e a t  importance i n  econornic a n a l y s i s  and po l i cy  ánd 

could have been shown very e a s i l y .  



6. Assets, capita1 formation and capital  consunption 

6.1 Description 

A basic distinction can be made between financial and non-financial 

assets. This is also reflected in the accounting structures of the 1947, 

1968 and 1993 reports. For example, in the 1993 report, financial assets 

are co be recorded ac the Financial Account and non-financial assets at 

the Capita1 Account. 

Al1 reports draw a rather sirnilar boundary between financial and non- 

financiaf assets. The major exception pertains to the treatment OE gold. 

The 1947 and 1953 reports regard gold as a commodicy and not as a finan- 

cial claim (UN, 1947, p. 67; UN, 1953, paras 1 8 3 ,  184). The 1968 report 

distinguishes three kinds of gold: 

- monetary gold; 
- commodity gold for industrial use; 
- commodity gold held as a financial asset. 
Only commodity gold for industrial use is regarded as a non-financial 

asset. In the 1993 report al1 gold that  is not held by the authoricies 

as part of their international reserves is treated like a non-financial 

There are substantial differences in the classifications, scope and 

arnount of discussion of financial assets in the reports. In the L947 

report, various financial items are distinguished in the Reserve 

Account, like borrowing, net purchases of gold and silver bullion and 

coin, subscription to new i s s u e s ,  nec purchase of existing securities, 

mortgage repaid and discounts and advances to business enterprises by 

banks. Financial assetc are not discussed in the 1953 report (see also 

the section on accounting structure). The 1968 report offers a classifi- 

cation of financial assets in 14 categories which stresses the distinc- 

tion between short-term and long-term loans and other financial assets. 

This distinction is absent in the 1947 report. 

The 1993 report elaborates rnuch more than al1 the earlier reports on 

financial assets. This partly reflects the rapid development of finan- 



c i a l  markets and new f i n a n c i a l  instruments  i n  t he  l a s t  decades.  Examples 

of such f i n a n c i a l  instruments  not  d i scussed  i n  the  e a r l i e r  r e p o r t s  a r e  

f i n a n c i a l  l e a s i n g ,  repurchase agreements,  deep discounted bonds, op t ions  

and o t h e r  d e r i v a t i v e s .  In  the  1993 r e p o r t ,  

d i s t i n c t i o n  i s  only presen t  as a secondary 

improved f a c i l i t i e s  a v a i l a b l e  in financial 

term f i n a n c i a l  a s s e t s n  (UN, 1992, Annex on 

t he  long- te rm/shor t - te rm 

d i s t i n c t i o n ,  because "of  the 

a a r k e t s  &o re  - f inance s h o r t  

changes, p .  23) .  

In  t h e  1968 and 1993 r e p o r t s ,  t h e  concept of  c a p i t a l  formation does 

not  encompass the  accumulation of a l 1  non- f inanc ia l  a s s e t s .  In  both 

r e p o r t s ,  t h e  purchase of l and ,  s u b s o i l  a c s e t s  and some s e l e c t e d  i n t a n -  

g i b l e  a s s e t s  a r e  recorded a s  accumulation of non- f inanc ia l  a s s e t s ,  b u r  

not  a s  c a p i t a 1  formation.  I n  the  1968 r e p o r t ,  these  i n t a n g i b l e  a s s e t s  

a r e  i . a .  "exc lus ive  r i g h t s  t o  e x p l o i t  mineral  depos i t s  and f i s h i n g  

grounds, o the r  concessions and l e a s e s  i n  r e spec t  of l a n d ,  p a t e n t s ,  copy- 

r i g h t s  and t r a d e  rnarks" ( U N ,  1968, para '  7 . 8 6 ) .  Purchased goodwill  is not  

at a l 1  t o  be  recorded. 

I n  t he  1993 r e p o r t ,  i n t ang ib l e  a s s e t s  included i n  c a p i t a 1  formation 

are expendi ture  on mineral  exp lo ra t ion ,  computer so f tware ,  and e n t e r -  

ta inment ,  l i t e r a r y  o r  a r t i s t i c  o r i g i n a l s .  These a r e  a l 1  c a l l e d  "produced 

i n ~ a n g i b l e  a s s e t s " .  The " in t ang ib l e  non-produced a s s e t s "  a re  excluded 

from the 1993 concept of c a p i t a l  formation,  b u t  recorded a t  t h e  1993  

Capita1 Account. This  p e r t a i n s  t o  p a t e n t s ,  l e a s e s  and purchased good- 

w i l l .  

We w i l 1  now cont inue our  d e s c r i p t i o n  of the  concepts of c a p i t a l  

formation by focuss ing  on s p e c i f i c  i tems.  

In a l 1  r e p o r t s ,  t he  purchase and product ion of rnachinery, o the r  

equipment, dwell ingc and o the r  bu i ld ings  a r e  regarded as f i x e d  c a p i t a 1  

formation.  The usua l  expenditure  on r e p a i r  and rnaintenance a r e  excluded 

from t h e i r  concept of f i x e d  c a p i t a l  formation.  However, the  expenditure  

on goods and s e r v i c e s  which s i g n i f i c a n t l y  en large  the l eng th  of  l i f e  or  

p roduc t iv i ty  of c a p i t a 1  goods a r e  t o  be r e g i s t e r e d  a s  f i x e d  c a p i t a l  

formation. 



I n  t h e  r e p o r t s ,  r a t h e r  s i m i l a r  except ions  a r e  made t o  t he  ruLe t h a t  

the  own-account product ion  o r  purchase of t a n g i b l e  durables  is  f i x e d  

c a p i t a 1  formation.  This  a p p l i e s  t o  t h e  purchase of consumer durables  a s  

wel1 as t o  m i l i t a r y  expendi ture  on weaponary and o t h e r  s p e c i f i c  m i l i t a r y  

durables  ( e . g .  tanks and m i l i t a r y  b a r r a c k s ) .  Durable goods t o  be used i n  

the product ion  process  of which the value i s  r e l a t i v e l y  smal1 a r e  exc lu -  

ded from che 1953 and 1968 r e p o r t s '  concepts  of  c a p i t a l  formation (i£ 

the  customary bus ines s  accounting procedure is  t o  t r e a t  them as a  

c u r r e n t  expense);  t h i s  s p e c i f i c  case i s  n o t  mentioned i n  t h e  1947 

r e p o r t .  

A d i f f e r e n c e  occurs  wi th  r e spec t  t o  t he  t rea tment  of 1and . In  the 1 9 4 7  

and 1953 r e p o r t s ,  purchases and s a l e s  of land  a r e  regarded as f i x e d  

c a p i t a l  format ion ,  while  accotd ing  t o  t h e  1968 and 1993  r e p o r t s  t h e y  

should n o t  be incorpora ted .  I n  a l 1  r e p o r t s ,  l a r g e  i n c i d e n t a l  expendi ture  

f o r  t he  improvement of  land  a r e  regarded a s  f i x e d  c a p i t a l  formation.  

Another d i f f e r e n c e  p e r t a i n s  t o  m i l i t a r y  expendi ture  on durables  

t h a t  a r e  n o t  t y p i c a l l y  m i l i t a r y .  The 1947, 1968 and 1993 r e p o r t s  agree  

t h a t  m i l i t a r y  expendi ture  on family dwell ings should be recorded a s  

c a p i t a 1  formation;  t he  1953 r e p o r t  is  s i l e n t  i n  t h i s  r e s p e c t .  In  

c o n t r a s t  t o  t h e  1953 and 1968 r e p o r t s ,  t h e  1947  and 1993 r e p o r t s  

recommend t h a t  m i l i t a r y  expendicure on i n f r a s t r u c t u r e ,  schools  and 

h o s p i t a l s  is recorded as f i x e d  c a p i t a 1  formation ( U N ,  1947, p .  7 7 ;  U N ,  

1953 ,  para  139; UN,  1968, paras  6 . 6 6  and 6 .122 ;  U N ,  1992, Annex on 

changes, p .  18). 

I n  the  1953 and 1968' r e p o r t s ,  f i x e d  c a p i t a l  formation i s  l i rn i ted  t o  

the  product ion o r  purchase of the  above mentioned t a n g i b l e  du rab le s .  I n  

c o n t r a s t ,  i n  the 1947 r e p o r t ,  some i n t a n g i b l e  durables  are accepted as 

f i x e d  c a p i t a l  formation:  " I t  is c l e a r  a l s o  t h a t  c e r t a i n  r e c e i p t s  from 

p ro fes s iona l  s e r v i c e s ,  rendered f o r  example by lawyers ,  accountants  and 

surveyors ,  would a l s o  appear here  [on the  c a p i t a 1  account )  i n  so  f a r  a s  

they  a r e  i ncu r red ,  no t  i n  connexion wi th  c u r r e n t  o u t p u t ,  bu t  f o r  the 

f u t u r e  b e n e f i t  o f  the concern. I n  t he  Same way, i t  would seem t h a t  o t h e r  

expenses of a non-recur ren t  c h a r a c t e r  such a s  c e r t a i n  types of a d v e r t i -  



s i n g  expendi ture  should appear a s  s a l e  t o  c a p i t a 1  account i n  the f i r s t  

i n s t a n c e ,  which a r e  then  w r i t t e n  o f f  ou t  of ope ra t ing  revenue over a  

per iod  of  years"  (UN,  1947, p.  54) .  Other types of  i n t a n g i b l e  c a p i t a l  

formation,  l i k e  human c a p i t a l ,  seem t o  be excluded i n  the 1947 r e p o r t  

though. I n  the 1993 r e p o r t ,  a more r e s t r i c t e d  amount of i n t a n g i b l e  

a s s e r s  is  included i n  t he  concep t ' o f  fixeb capita1 formation.  For 

example, expendi ture  on mineral  exp lo ra t ion  and computer sof tware  are 

included,  buC c a p i t a l i z i n g  the  expenditure  of a massive i n c i d e n t a l  

advert isement  carnpaign is noc allowed. 

The 1953 and 1968 r e p o r t s  r e j e c t  nacura l  growth as c a p i t a l  formation,  

e . g .  of s tanding  timber o r  crops ( W ,  1953 ,  para  1 8 2 ;  U N ,  1 9 6 8 ,  para  

6 .103) .  Only changes i n  farm s tocks  such as  g r a i n  o r  l i v e s t o c k  are 

incorpora ted ;  t h e  1947 r e p o r t  neg lec t s  t h i s  i s s u e .  I n  the  1993 r e p o r t ,  

only n a t u r a l  growth under c o n t r o l  of human a c t i v i t i e s  a r e  t o  be 

recorded a s  c a p i t a l  formation;  o t h e r  n a t u r a l  growth i s  regarded a s  an 

o t h e r  change i n  a s s e t s .  I n  f a c t ,  the  d i f f e r ences  between the 1953 and 

1968 r e p o r t s  on the  one hand, and t h e  1993 r e p o r t  on the  o t h e r  hand, 

mainly amount t o  a  d i f f e r e n c e  i n  the  time of r e g i s t r a t i o n .  

In  a l 1  rhe r e p o r t s ,  c a p i t a 1  formation i s  subdivided i n t o  f i x e d  

c a p i t a l  formation and changes i n  s tocks / inven to r i e s .  The 1993 r epo r t  

incorpora tes  va luab le s  i n  c a p i t a l  formation a s  a  t h i r d  ca tegory .  I t  

de f ines  va luables  a s  "goods of cons iderable  va lue  t h a t  a r e  n a t  used 

p r imar i ly  f o r  purposes of product ion or.consumption b u t  a r e  h e l d  a s  

s t o r e s  of va lue  over time" (UN, 1993, Ch. X ,  p .  3 ) .  Examples of v a l l ~ a -  

b l e s  a r e  prec ious  metals  and scanes ,  j ewel le ry  and works of  a r t .  The 

r e p o r t s  of 1947, 1953 and 1968 do not  record  changes i n  the  s t o c k  of 

va luables  a t  a l l .  

Only i n  t he  1953 and 1993 r e p o r t s ,  the fundamental d i s r i n c t i o n  

between s tocks  a s  i npu t s  (ma te r f a l s  and supp l i e s )  and s tocks  as oucputs 

(work i n  p rog res s ,  unsold ou tpu t )  i s  made. 

Exhaustion of n a t u r a l  resources i s  i n  n e i t h e r  of the  r e p o r t s  regarded 

a s  changes i n  s tocks  o r  a s  consumption of f i x e d  c a p i t a l .  



I n  g e n e r a l ,  t h e  f o u r  r e p o r t s  recomend t o  record  c a p i t a 1  consumption 

on f i x e d  c a p i t a 1  formation.  However, t h e  1953 r e p o r t  proposes t h a t  no 

c a p i t a 1  consumption should be recorded f o r  a l 1  genera1 gove rmen t  a s s e t s  

except  b u i l d i n g s  (UN, 1953, para 208) .  In  t h e  1968 report, only i n f r a -  

c t r u c t u r e  should  n o t  be w i t t e n  d o m  (UN, 1968. para 7 .20) .  I n  t h e  1947 

and 1993 r e p o r t ,  i n  p r i n c i p l e  a l l ' a s s e t s  included i n  f i x e d  c a p i r a l  

formation should  be dep rec i a t ed  ( i f  necessa ry ) .  

The concept  of  c a p i t a 1  consumption is i n  a l 1  t he  r e p o r t s  de f ined  i n  

terms of t h e  replacement va lue  of c a p i t a l  s tock .  The 1947 r e p o r t  g ives  a 

more p r e c i s e  d e s c r i p t i o n  on what is t o  be  maintained i n t a c t :  " c a p i t a 1  

needed t o  y i e l d  a given amount of product"  ( U N ,  1947, p .  6 0 ) .  The 1 9 5 3 ,  

1968 and L993 r e p o r t s  agree t h a t  c a p i t a l  consumption should be  based o n  

expected economic l i f e t i m e ,  t h a t  unforeseen obsolescence should be 

excluded from the  concept  and t h a t  s t r a l g h t l i n e  d e p r e c i a t i o n  i s  i n  most 

ca se  a p r a c t i c a 1  s o l u t i o n  ( U N ,  1953, para  440; U N ,  1968, paras  7 . 1 9 ,  

7 . 2 1 ;  U N ,  1992 ,  Ch. V I ,  p .  5 7 ) .  The 1 9 4 7  r e p o r t  d i scusses  the  concept  o f  

c a p i t a l  consumption i n  r e l a t i o n  t o  maintaining e i t h e r  r e a l  c a p i t a 1  o r  

money c a p i t a 1  i n t a c t .  However, a concre te  choice i s  no t  made. 

The concept o f  f i x e d  c a p i t a 1  formation is ins t rumenta l  i n  desc r ib ing  t h e  

product ion o£ goods and s e r v i c e s .  This r o l e  i s  c l e a r  from e . g .  the d e f i -  

n i t i o n  i n  the  1993 r e p o r t  " a s c e t s  t h a t  a r e  used r epea red ly ,  o r  c o n t i -  

nuously, i n  processes  of product ian  f o r  more than one year"  ( U N ,  1992, 

Ch. X, p.  3 ) .  This  d e f i n i t i o n  al lows co employ a very  wide concept  of 

c a p i t a 1  formation.  However, i n  t he  r e p o r t s ,  the concept o f  f i x e d  c a p i t a l  

formation has been narrowed down d r a s t i c a l l y ,  e .  g .  wi th  r e s p e c t  t o  con- 

sumer du rab le s ,  m i l i t a r y  du rab le s ,  i n t a n g i b l e  a s s e t s  and human c a p i t a l .  

This can b e s t  be understood by r e f e r r i n g  t o  the gene ra l  requirements o f  

cons is tency  and measu rab i l i t y .  

I n  the  n a t i o n a l  accounts ,  the concepts of c a p i t a l  formation and 

product ion a r e  c l o s e l y  l inked  f o r  reasons of cons is tency .  The concept o f  



c a p i t a 1  formation i n  t he  r e p o r t s  can p a r t l y  be der ived  from the produc- 

t i o n  boundaries  chosen: a s  t h e  s e r v i c e s  of consumer durables  and of 

human c a p i t a l  a r e  n o t  regarded a s  product ion by t h e  r e p o r t s ,  expenditure  

on consumer durables  and human c a p i t a 1  a r e  a l s o  not regarded as c a p i t a l  

formation r e l a t e d  t o  ptoduct ion.  'îhis ikplies alco t h a t  t h e  arguments 

Eor choosing a p a r t i c u l a r  product ion boundary can be r e l e v a n t  t o  t h e  

choice of t h e  concept of  c a p i t a l  formation (and v i c e  v e r s a ) .  

As is the  case  wi th  the  product ion boundary, o p e r a t i o n a l  (measurable) 

d e f i n i t i o n s  are needed i n  de f in ing  c a p i t a 1  formation.  I n  o rde r  t o  grasp  

the mer i t  of t he  d e f i n i t i o n s  i n  the r e p o r t s ,  i t  i s  important to r e a l i z e  

that record ing  items a s  c a p i t a 1  formation usua l ly  implies  t h a t  a l s o  

c a p i t a 1  consumption on these  i tems has t o  be measured ( s e e  a l s o  Bos, 

1 9 9 2 ) .  For example, i n  the 1953 r e p o r t ,  l ack  of s t a t i s t i c a l  information 

i s  pu t  forward a s  an  argument not  t o  record consumer durables  as  c a p i t a l  

formation (UN,  1953, para 6 4 ) .  Problems i n  rneasuring c a p i t a 1  consumption 

a r e  a l s o  prominent Eor concepts l i k e  human c a p i t a l  and i n t a n g i b l e  

a s se  ts. 

For i nd iv idua l  i t ems ,  a l s o  o the r  arguments a r e  used t o  defend t h e i r  

i nc lus ion  o r  exc lus ion .  We w i l 1  d i s cuss  these  subsequent ly.  

I n  the  1947 r e p o r t ,  i t  i s  argued chat consumption expendi ture  - on 

durables  should n o t  be p a r t  of c a p i t a 1  formation: " these  two types o f  

expenditure  a r e  s u b j e c t  t o  d i f f e r e n t  broad c l a s s e s  of rnotivation. Consu- 

mers' purchases depend, once t a s t e s  and h a b i t s  are given,  on r e l a t i v e  

p r i c e s  and income, wheras c a p i t a 1  expenditure  depends e s s e n t i a l l y  on a 

comparison between the expected y i e l d  o f  the a s s e t  c a p i t a l i z e d  a t  the 

c u r r e n t  r a t e  of  i n t e r e s t  and the  c o s t  of product ion of the  a s s e t "  (UN, 

1947, p .  7 4 ) .  This  argument could i n  f a c t  a l s o  be used t o  make c l e a r  why 

owner-occupied dwell ings a r e  t r e a t e d  d i f f e r e n t  Erom consumer du rab le s .  

The conventions with r e spec t  t o  m i l i t a r y  expenditure  on durables  

r a i s e  two ques t ions .  F i r s t l y ,  why i s  m i l i t a r y  expenditure  on durables  a 

c p e c i f i c  case a t  a l l ?  The l o g i c  of investment f o r  m i l i t a r y  purposes is 

perhapc somewhat d i f f e r e n t  from non-mi l i t a ry  investment .  However, this 



can  be taken ca re  of  by in t roducing  a  s e p a r a t e  ca tegory  f o r  m i l i t a r y  

investment .  Determining c a p i t a 1  consumption f o r  m i l i t a r y  durables  i s  i n  

genera1 a l s o  n o t  r e l a t i v e l y  d i f f i c u l t ,  as o f t e n  e x p l i c i t  e s t i m a t e s  of  

expected l i f e t i m e s  a r e  made by t h e  Ministry of Defense o r  t h e  m i l i t a r y  

s ta f f .  A major o p e r a t i o n a l  problem is the  d e l i n e a t i o n  o f  ' m i l i t a r y  

purpose' a s  t h e  r o l e  of t h e  army and the expendi ture  o f  the  M i n i s t r i e s  

of Defense is  i n  many c o u n t r i e s  n o t  f u l l y  m i l i t a r y :  m i l i t a r y  h o s p i t a l s  

may a l so  serve  t h e  c i v i l i a n  popula t ion ,  t h e  r o l e  of t he  p o l i c e  may be 

p a r t l y  E u l f i l l e d  by the army and p a r t  of educa t ion  i n  the army i s  best 

be regarded as genera1 (non-mi l i t a ry )  educat ion.  Furthermore, o t h e r  

M i n i s t r i e s  than t h a t  o f  Defense ( e . g  a Minis t ry  of T ranspor t ,  Communi- 

c a t i o n  o r  Econornic AE£airs) can be involved i n  m i l i t a r y  expendi ture  as 

we l l .  Therefore ,  t he  s p l i t  of government expendi ture  on du rab le s  acco r -  

d ing  t o  m i l i t a r y  purpose (as advocated by the  1953 and 1968 r e p o r t s )  i s  

i n  many c a s e s  h igh ly  a r b i t r a r y .  

The second ques t ion  i s :  what i s  s o  t y p i c a l  about  weaponary and o t h e r  

s p e c i f i c  m i l i t a r y  du rab le s ,  t h a t  they should be t r e a t e d  a s  except iona l  

i n  a l 1  the  r e p o r t s ?  The 1947 r e p o r t  argues t h a t  the  longev i ty  of 

m i l i t a r y  du rab le s  i s  fundamentally d i f f e r e n t  from t h a t  of non-mi l i t a ry  

du rab le s .  This  i s  n o t  very convincing i n  view of evidence from the 

Second World War: m i l i t a r y  a s  wel1 as non-mi l i t a ry  durables  were 

des t royed  on a  massive s c a l e .  The convent ion wi th  r e s p e c t  t o  m i l i t a r y  

weaponary seems t o  be  i n c o n s i s t e n t  wich . record ing  current: m i l i t a r y  

expenditure  a s  ou tpu t :  how can  p rov i s ion  of defense and s e c u r i t y  be 

ackowledged a s  a  form of product ion from which people de r ive  s a t i s f a c -  

r i o n  on the one hand, while  m i l i t a r y  weapons a r e  n a t  regarded as c a p i t a l  

goods on rhe o t h e r  hand? Defense and s e c u r i t y  is provided n u t  on ly  i n  

war t ime,  buc a l s o  i n  peace time. I t  s e e m  reasonable t o  s t a t e  t h a t  

a c t u a l  warfare  and d e c t r u c t i o n  i s  no t  the  purpose of m i l i t a r y  expen- 

d i t u r e  i n  most c o u n t r i e s .  Therefore ,  t h e r e  e x i s t s  a  case  f o r  record ing  

expendi ture  on d e s t r u c t i v e  weapons a s  Eixed c a p i t a l  formation.  

An argument a g a i n s t  t r e a t i n g  dep le t ion  of na tu ra1  resources  a s  a 

decrease i n  s tocks  i s  t h a t  the  c o s t s  of d e p l e t i o n  a r e  gene ra l fy  e x t e r n a l  

c o s t s .  These c o s t s  d i d  not  e n t e r  the decision-making processes  (as  



such). In analyzing, understanding and predicting the national economy, 

e.g. the investment behaviour of enterprises, these costs are therefore 

also best be ignored. I£ depletion of natura1 resources is regarded as 

free of costs by enterprises, households and the government, they should 

also be recorded as free of costs in the national accounts. For a more 

profound discucsion on the environmental issue, we refer to Keuning 

(1992). 

In the 1968 and 1993 reports, the purchace or acquisicion of land are 

nat regarded as capita1 formation. The 1968 report argues that for a 

country as a whole total available land is constant and that - t h e r e f o r e -  

its purchase need not be included in the Nacional Accounts (UN, 1968, 

para 7.85). In rhe National Accounts macro-economic aggregates as wel1 

as aggregates per sector/activity are recorded. For the mes0 economic 

aggregates -especially in describing agriculture-, it can be of impor- 

tante to record changes in the amount of land available as c a p i c a l  

formation and an increase in capita1 stock. 

In theoretica1 economics, the concept of human capita1 has received 

wide attention. This is evidenced by awarding Gary Becker, one of the 

pioneers of human capital theory, the Nobel prize in economics in 1992. 

In development economics, it is even the genera1 opinion "that the 

formation of human capita1 is important, perhaps even central, to the 

development effort in poor countries. Khen increased productivity 

results from forma1 education, health and nutrition, effective job 

cearcb, migration, or on-the-job training, we see the results of past 

investmentc in human capital. Abstention from consumption (saving) and 

expenditure to increase investment together yield returns in future 

periods, just as investments in physical capital would yield returnsu 

(Herrick and Kindleberger, 1984, p. 193). Large changes in the age 

structure of a country can even necessitate a large increase in govern- 

ment expenditure on forma1 education. A brain drain can drastically 

reduce the economic prospects of a country. Some enterprises spend large 

amounts of money on genera1 and specific training as part of their 

policy. And individuals in househo~ds may want to increase their earning 

capacity and their opportunities on the Labour market by taking courses. 



Although inco rpora t ion  of t h e  concept of human c a p i t a l  i n  t h e  n a t i o n a l  

accounts  i s  of importance f o r  widely vary ing  types of micro,  meco and 

macro a n a l y s i s ,  i t  i s  recommended i n  none of t he  r e p o r t s .  These conse-  

quences a r e  the p r i c e  t o  be pa id  i n  achiev ing  f a i r l y  measurable conceptc 

and cons i s t ency  of  concepts  throughout t he  system (e .g .  with  r e s p e c t  t o  

t he  product ion boundary, s e e  above). 

Neo-c lass ica1  growth theory expla ined  growth i n  cerms of changes i n  

the  volume o f  labour  and phycica l  capital  i npu t s .  Technological  progress  

was assumed t o  be exogenous and inc reases  i n  the  volume of inputs were 

supposed t o  have cons t an t  o r  diminishing r e t u r n s  t o  s c a l e .  'New' growth 

theory regards  technologica l  progress  a s  endogenous. I t  suggests 

i nc reas ing  r e t u r n s  ( s p i l l - o v e r  e f f e c t s )  f o r  spec i fkc  i n p u t s ,  l i k e  expen- 

d i t u r e  on Research and Development, innovat ion and human c a p i t a l  (on 

' o l d '  and 'new' growth t h e o r i e s ,  see  Solow, 1992 and Grossrnan and 

Helpman, 1991).  From t h i s  po in t  of view, the 1953 ,  1968 and 1 9 9 3  a s s e t  

boundaries c l e a r l y  r e f l e c t  t he  o l d  growth theory .  However, t h e  1993 

r e p o r t  a l s o  shows some inf luence  of the  new growth theory  i n  

recommending a Research and Development'module. 

I n  none of the  r e p o r t s ,  c a p i t a l  consumption i s  t o  be c a l c u l a t e d  on 

the  b a s i s  of t he  n e t  p re sen t  va lue  of c a p i t a 1  s t o c k .  From a n a t i o n a l  

accounting po in t  of view, t h i s  va lue  i s  indeed t h e o r e t i c  and unrea-  

l i s t i c .  Future income is a t  p re sen t  unknown and u n c e r t a i n  and even 

expected f u t u r e  income flows can o f t e n  not  be a t t r i b u t e d  t o  i nd iv idua l  

a s s e t s .  Therefore,  the  b a s i s  of c a l c u l a t i o n  should be based on p r e s e n t  

rnarket values of s i m i l a r  c a p i t a l  goods o r  on h i s t o r i c a l  c o s t s  ad jus t ed  

f o r  changes i n  p r i c e s l O )  ( e  . g .  t he  Perpe tua l  Inventory Method). Both 

opt ions  seem t o  be advocated i n  p r i n c i p l e  by the  r e p o r t s .  Only the 1993 

r e p o r t  con ta ins  a d e s c r i p t i o n  o f  the  PI-Method f o r  c a l c u l a t i n g  c a p i t a 1  

consumption. Although the  opt ion  is mentioned i n  t he  1947 and 1953 

r e p o r t s ,  no suppor t  i s  given t o  a c a l c u l a t i o n  of c a p i t a l  consumption 

based on rnaintaining f i n a n c i a l  c a p i t a l  i n t a c t .  This  o p t i o n  amounts t o  a 

c a l c u l a t i o n  based on h i s t o r i c a l  c o s t s  wi th  a genera l  i n f l a t i o n  a d j u c t -  

-- - - p- 

10. The p r i c e s  of s i m i l a r  c a p i t a 1  g o d s  o r  the p r i c e s  o f  the g o d s  a d  s e r v i c e s  uhich a r e  

needed t o  produce such a c a p i t a 1  good on OW-account. 



ment (concumer prices are probably the best choice; an index specific 

to the owning subsector/industry may also be chosen). If no replacement 

of the specific capita1 goods is intended at all, this option is to be 

preferred (cf. Scott, 1984). This option seems especially s u i t a b l e  for 

calculating capital consumption on unique assecs. Lncluding most 

intangible assets. 

According to the 1953 and L968 reports, infrastructure is not to be 

written down. The logic of this convention was that estimates of capital 

consumption on these types of assers are highly arbitrary and thac a 

simple solution co circwnvent this estimation problem is to assume that 

such assecs are well-kept (see e.g .  UN, 1968, para 7.20). This is a 

clear example of a data problem inducing specific national accounting 

conventions. 



7. Intermediate and final consumption 

7.1 Description 

Proper definition of intermediate and final consumption requires to 

de£ ine : 

- al1 the boundaries between these cotegories; 

- al1 the boundaries with other dtegories. 

In sections 3 and 6, the boundary problems with respect to the produc- 

tion and asset boundaries have been 

tion wil1 be focused on: 

- Compensation of employees in kind 
diate and final consumption; 

- The distinction between transfers 

discussed. In this seccion, atten- 

and the dictinction becween interme- 

and purchases of goods and services 

(intermediate consumption, f inal consumpcion and capita1 forma- 

tion)") ; 

- The use of goods and services that are not explicitly paid for, like 
goverment services and some banking services. 

The reports draw the boundary between intermediate consumption and 

compensation of employees in kind (- final consumption) rather s i m i -  

larly. For example, contractual obligations for employees to purchase on 

om-account tools, safety-wear, etc. are regarded as intermediate 

consumption (or capita1 formation) of the employer (UN, 1 9 4 7 ,  p. 57; UN, 

1953, paras 38 and 229; UN, 1968, para 6.59). The reporcc agree chac the 

concepts of intermediate consumption and income in kind of the business 

o r  tax administrations are not appropriate for national accounting 

purposes. All reports employ a 'net bene£itf principle. In the 1947 

report, this is explained as: "an expenditure by an enterprise on behalf 

o£ an employee should, in order co be considered as part of the 

employee's remuneration, confer upon him a net benefit and not rnerely 

cornpensate him for a particular disadvantage arising out of his 

empl~yment'~ (UN, 1947, p. 57). Nevertheless, there seem to be some 

11. The d is t inc t ion  betwcen subsidies and purchases of goods and services wi l1  not be 

discussed. The reason i s  that i t  uould require disproportionate space: the subject i t s e l f  

i s  carplicated, many al ternat ive booking conventions are possible for various ins t i tu t iona l  

a r r a n g m t s  of e.g. health care and the reports do not enhance one general pr inciple ,  but 

have d i f fe rent  opinions on d i f fe rent  i t e m  (e.g. health care, education, housing and 

transport). 



c l e a r  d i f f e r e n c e s  between the  r e p o r t s :  t he  1947 r e p o r t  enhances a broad 

i n t e r p r e t a t i o n  o f  t h i s  p r i n c i p l e ,  while the o t h e r  r e p o r t s  ernploy much 

more r l g i d  i n t e r p r e t a t i o n s  ( sugges t ing  invar iance  t o  d i f f e r e n c e s  i n  time 

and p l a c e ) .  

The 1947 r epor r  s t r e s s e s  t ha t  "what is normally regarded a s  a n e t  

b e n e f i t  i s  dependent on s o c i a l  valuations and changes a s  these  v a l u a t i o n  

change. Thus, f o r  example, t he  ex i s t ence  of p i t -head  ba ths  a t  a c o a l  

mine would, a hundred yearc  ago,  have been samething q u i t e  excep t iona l ,  

i n  no sense  a c o s t  of doing bus ines s ,  and would doubtlecs  have been 

regarded a s  a n e t  b e n e f i t  t o  t he  employee r a t h e r  than a s  a compensation 

f o r  the p a r t i c u l a r  disadvantages o f  h i s  t r a d e .  Nowadayc, perhaps,  the 

mact ter  would be d i f f e r e n t l y  regarded,  a s  such amenit ies  would  ha rd ly  be  

regarded a s  income i n  kind" ( U N ,  1947, p ,  5 7 ) .  Other i n t e r e s t i n g  

examples given a r e :  

- " I n  c o n t r a s t  t o  payments t o  s p e c i a l  schemes covering s p e c i f i c  occupa-  

t i o n a l  d i s e a s e s ,  payments i n  r e s p e c t  of genera1 h e a l t h  insurance 

schemes a r e  b e s t  regarded a s  compensation of employees" ( U N ,  1 9 4 7 .  p .  

5 7 ) .  

- " [ I j n  t r a d e s  i n  which unemployrnent i s  n e g l i g i b l e ,  such payments 

{payments i n  r e spec t  of unemployment insurance j  confer  v i r t u a l l y  no 

b e n e f i t  and on this argument the  payments i n  i n d u s t r i e s  wi th  a h igher  

r a t e  of  unemployment a r e  merely art o f f s e t  t o  t h i s  hazard" ( U N ,  1 9 4 7 ,  

p .  5 7 ) .  

So, i n  f a c t ,  the  1947 r epo r t  argues that items should be i n c l u d e d  i n  

compensation of  employees ( o r  i n  in te rmedia te  consumption) depending on 

the s p e c i f i c  n a t i o n a l  ( o r  even regional )  c ircumstances.  This  contrasCr 

with t h e  o the r  r e p o r t s . . F o r  example, i n  the 1993 r e p o r t  even a concre te  

l i s t  of  i tems t o  be included i n  in te rmedia te  consumprion i s  given ( U N ,  

1 9 9 2 ,  Ch. V I ,  p .  47) .  

A second boundary i s sue  i s  t he  d i s t i n c t i o n  between t r a n s f e r s  and the  

purchase of goods and s e r v i c e s .  An important case  i n  p o i n t  is  the  

d i s t i n c t i o n  between taxes  and l e v i e s  on the  one hand and purchases of 

goods and se rv i ces  of the  goverment  on the  o the r  hand. 



The r e p o r t s  agree  t h a t  t he  purchase of  goods and s e r v i c e s  r e f e r s  i n  

genera l  t o  a l 1  payments i n  which t h e r e  is a  c l e a r  and reasonable  l i n k  

between t h e  payment and t h e  a c q u i s i t i o n  o f  t h e  s e r v i c e s  o r  goods. So, 

en t rance  f e e s  f o r  museums and payments f o r  ca t a logues  and pos tcards  i n  

museumshops are regarded  a s  t h e  purchase of s e r v i c e s  ( i n  t h i s  c a s e :  

f i n a l  consumption). However, charges mainly made f o r  revenue purposes 

should be recorded a s  t axes .  I n  t he  1947 r e p o r t  it i s  f o r  example s t a t e d  

t h a t  " i n  numerous c a s e s  gove rmen t  agencies campel r e g i s t r a t i o n ,  

a u d i t i n g  and t h e  l i k e  f o r  which a fee i s  charged f a r  i n  excess  of  the  

c o s t  involved.  I n  the case  of r e g i s t r a t i o n ,  i t  may be argued t h a t  no 

s e r v i c e  is rendered  and the  whole f e e  may be t r e a t e d  a s  an  i n d i r e c t  tax .  

I n  the  case of compulsory a u d i t i n g ,  e t c . ,  where t h e r e  is  c l e a r l y  an 

element of s e r v i c e ,  the d i f f e r e n c e  between the £ee charged and the c o s t  

of the s e r v i c e  may be regarded a s  a tax" (CN, 1 9 4 7 ,  p .  5 9 ) .  Though t h i s  

p r i n c i p l e  is  mentioned i n  a l 1  the  r e p o r t s ,  t he re  are  d i f f e r e n c e s  i n  

a p p l i c a t i o n .  For example, i n  t he  1953 and 1968 r e p o r t s  f e e s  i n  r e spec t  

of pas spor t s  a r e  t a x e s ,  while  i n  the  1993 r e p o r t  t hese  a r e  p a r t  of Einal 

consumption expendi ture .  The 1947 r e p o r t  does no t  mention t h i s  s p e c i f i c  

c a s e .  S i m i l a r l y ,  t he  1947, 1968 and 1993 r e p o r t s  r ega rd  school. f ee s  a s  a 

payment f o r  s e r v i c e s ,  while t he  1953 r e p o r t  regards  them a s  t r a n s f e r s  

(UN, 1947, p .  59; U N ,  1953, para  130;  UN,  1968, p .  108,  t a b l e  6 . 1 ) .  

With r e s p e c t  co payments t o  p r i v a t e  n o n - p r o f i t  i n s t i t u t i o n s ,  t h e  

d i s t i n c t i o n  between t r a n s f e r s  and purchases of  goods and s e r v i c e s  i s  

d iscussed  only i n  t he  1968 and the 1993 r e p o r t .  They agree  t h a t  member- 

sh ip  dues, s u b s c r i p t i o n s ,  vo luntary  donat ions co Non-prof i t  i n s t i t u ~ i o n s  

serving households a r e  co be recorded a s  t r a n s f e r s  (UN, 1968, para  6 .91;  

UN, 1992, Sec. d i s t r .  p: 3 2 ) .  This  a p p l i e s  a l s o  t o  e . g .  t he  mernbership 

Eees o£ s p o r t s  c lubs  and t r ade  unions.  The l a t t e r  could  have been r ega r -  

ded as payments f o r  s e r v i c e s .  A t  the  Same t ime,  t he  1968 and 1993  

r e p o r t s  a l s o  seem t o  agree  t h a t  membership dues f o r  Non-prof i t  i n s t i t u -  

t i o n s  s e r v i n g  bus ines s  a r e  a  payment for s e r v i c e s  (UN, 1968, table 7 . 1 ,  

p. 128; UN,  1992, Ch. V I ,  p .  5 2 ) .  This could be regarded as  an 

incons is  tency . 

The d i s t i n c t i o n  between purchase and t r a n s f e r  i s  a l s o  important in 



case of bad debt allowances. In the 1947 report, bad debt allowances 

are regarded as operating expense (intermediate consumption), while the 

1953 report records it as property income and the 1968 report recommends 

to record them as current transfers (UN, 1947, p. 61; UN, 1953, para 

242; UN, 1968, table 7.1). In the 1993 report, it is recorded as an 

Other change in the volume of assets (W, 1992, Ch. XII, p. 13). 

Some goods and services are nor explicitly sold (as such) to indivi- 

dual households or enterprises. Examples are government cervices, 

services of non-profit inscitutions, banking services and services of 

incurance cornpanies. In such instances, specific accounting conventions 

are needed to define intermediate and final conswnption and che 

consuming sectors. 

Al1 reports agree that it is too difficult in practice to split 

government services int0 intermediate consumption and final consumption; 

therefore al1 government services are to be recorded as final consump- 

tion of the government (e.g. UN, 1947, p. 33; UN, 1953, para 40). The 

implication is that by convention no export or import of government 

services is possible. This could pertain to e.g. the import by EC- 

countries of EC-government services or the export of military services 

by the United States to e.g. Saoudi-Arabia and Japan by arnount of the 

latter's financial support to the USA in the Gulf-war. 

In contrast to their recommendation with respect to government 

services, the reports seem to agree that the services of non-profit 

institutions are to be split into intermediate and f i n a l  consumption. 

This can be deduced from che sector classifications in the reports: al1 

split non-profit inctitutions in those serving households and chose 

serving enterprises. 

The 1967 and 1953 reports take the pgsition that the dornestic produc- 

tion of indirectly charged banking services should be allocated to the 

sectors and thus be recorded as either intermediate consumption, final 

consumption or as exports (UN, 1947, p. 41; UN, 1953, para 199). In 

contrast, the 1968 and 1993 reports recommend to record this domestic 



product ion a s  i n t e rmed ia t e  consumption of  a nomina1 s e c t o r  ( U N ,  1968, 

pa ra s  6 .34 ,  6.35; ISWGNA, 199212) ) .  The imp l i ca t ion  is  t h a t  - c e t e r i s  

pa r ibus -  Domestic Product and Nat iona l  Income i n  t he  1947 and 1953 

r e p o r t s  is  h ighe r  than  t h a t  recommended i n  t h e  1968 and 1993 r e p o r t s  by 

amount o f  t h e  f i n a l  consumption and expor t s  of  imputed banking se rv i ces  

The 1947 and 1953 r e p o r t s  a l l o c a c e  t h e  i n d i r e c t l y  charged banking 

s e r v i c e s  t o  t h e  d e p o s i t o r s  (borrowers) .  T'he 1993 r e p o r t  a l l o c a t e s  t o  

l ende r s  as wel1 a s  co borrowers of  funds.  Those who i n d i r e c t l y  f inance  

the  p rov i s ion  of  f r e e  banking s e r v i c e s  a r e  gene ra l ly  no t  t he  Same as t he  

a c t u a l  u s e r s  o f  t hese  s e r v i c e s .  So, i n  f a c t ,  i n  none of  t he  r e p o r t s  an 

a l l o c a t i o n  is  made on t h e  b a s i s  of the a c t u a l  use  of the  banking 

s e r v i c e s .  

I n  the  1947 r e p o r t ,  the  s e r v i c e s  of c a s u a l t y  insurance companies a re  

recorded a s  be ing  consumed by r e s i d e n t  producers and households,  t h a t  is 

p a r t l y  a s  in te rmedia te  consumption and p a r t l y  a s  f i n a l  consumption. The 

1953 r e p o r t  fol lows wi th  r e spec t  t o  the  expor ts  of  these  s e r v i c e s ,  t h e  

IMF-Balance o f  Payments Manual, which recommends t o  record  t h e  i n f l o w  

and outf low of premiums and pay-outs  a s  imports and expor t s  of  s e r v i c e s  

( U N ,  1953, p a r a  190) .  The 1968 r e p o r t  agrees  wi th  the L947 r e p o r t  ( C N ,  

1968, para  6 . 3 9 ,  t a b l e  6 . 4 ) .  I n  the  199.3 r e p o r t ,  t he  s e r v i c e s  of 

c a s u a l t y  insurance cornpanies a r e  t o  be recorded a s  in te rmedia te  consurnp- 

t i o n ,  f i n a l  consumption o r  expor t s  ( U N ,  1 9 9 2 ,  Ch. I X ,  p .  14 ;  UN, 1 9 9 2 ,  

Ch. X I V ,  p .  3 6 ) .  

The 2947,  1968 and 1993 r e p o r t s  agree  t h a t  t he  use of services o f  l i f e  

insurance companies, pension funds and s o c i a l  s e c u r i t y  funds chould be 

recorded as f i n a l  consumption o r  as  expor ts  of s e r v i c e s  ( U N ,  1947 ,  p p .  

42 ,  53; UN, 1968, pa ra  6 .39 ,  t a b l e  6 . 4 ;  UN,  1992, Ch. IX, p .  14 ,  Ch. 

X I V ,  p .  3 6 ) .  The 1953 r e p o r t  seems t o  suggest t h a t  only f i n a l  consump- 

t i o n  chould be recorded (UN, 1953, pa ra s  136, 152 and 2 4 0 ) .  

12. In the d r a f t  report,  the new S M  sided u i t h  the 1947 a d  1953 reports (UN, 1992, Ch. V[, 

p. 39). However, i n  a special  meeting o f  experts, i t  was decided t o  adopt the 1968 

convention. Al locat ing the i n d i r e c t l y  charged banking services a d  i t s  consequences fo r  
Danestic Product can be show i n  a supplnnentary table  ( ISUGNA,  1992). 



A unique feature of the 1993 report is that it employs a twin set of 

final consumption and disposable income concepts: final consumption 

expenditure and disposable income on the one hand and actual final 

consuniption and actual disposable income on the other (see also section 

5.2). In the 1993 report final consumption by the govenunent is divided 

into two parts: individual goods and services and collective services. 

Actual final consumprion by households is defined as rhe sum of final 

consumprion expenditure by households plus individual goods and services 

by the government plus the services of Non-profit institutions serving 

households (Al1 cervices by Non-profit Institutionc are treated as indi- 

vidual even though some are partly collective in nature). Actual final 

consumption by the government is equal to the government expenditure on 

collective services. 

The 1993 concepts of final consumption expendicure and actual f i n a l  

consumption by households differ from the concepts of final consumption 

by households in the other reports. In contrast to final consumption by 

households in the other reports, final consumption expenditure in the 

1993 report does not include social transfers in kind. So, che 1993 

concept of final consumption by households is less encompassing. 

However, actual final consumption by households is more encompassing as 

it includes the services of non-profit institutions serving households 

ánd the individual services of the government as social transfers in 

kind. 

The choice of the production boundary has a large effect on the 

occurrance of many practica1 problerns in distinguishing between inter- 

mediate and final consumption, e.g. at unincorporated enterprises where 

some goods and services are used for production as wel1 as Eor final 

consumption (e.g. shelter and modes of transport). By extending the 

production boundary with primary om-account production, the 1953, L968 

and 1993 reports have substantially increased the statistica1 problem of 

distinguishing between final and intermediate expenditure. 



The conveneion in the reports to record al1 government services as 

final, may affect international and intertemporal comparability of 

Domestic Product and National Incorne, as the intermediate or final 

character of government services can differ substantially. This pertains 

to the services provided by the government which might have been 

produced and sold by public or private enterprises. As the reports 

regard such government services ( e . g .  research, education, transport, 

security services) fully as final consumption, while their marketed 

counterparts are partly recorded as intemediate consumption, compara- 

bility of dornestic product and national income figures can be affected. 

Accordfng to the reports, only the expenditure actually made are CO 

be recorded as costs; al1 kinds of possible external costs are n o r  to h e  

recorded as costs. Environmental costs are a case in point, some of them 

are internal and other external. Following the reports, only the e x p e n -  

diture by enterprises, government and households should be recorded as 

costs; expenditure that 'should have been made' are ignored. Regulations 

on maximum allowable pollution levels or expenditure by the government 

on cleaning the environment can internalize costs that were previously 

external to the national accounts. 

In the reports, government production is valued at costs and al1 

government output is recorded as final consumption. As a consequence, 

the distinction between payments for goods and services and factor 

services (primary income) on the one hand and income transfers on t h e  

other becomes more important. As part of the goverment's economic and 

social policy, groups of unemployed are sometimes given (temporary) 

'jobs'. These jobs are not always intended co stimulate goverment 

output, but frequently serve social purposes (e.g. to get minorities out 

of their isolated social posirion) or they are just intended to keep 

people from the streets (e.g. in developing countries, but a l s o  in 

Sweden where the goverment is obliged to provide work for unemployed). 

From the purpose of measuring government output, the wage paymenes 

related to purposeful overemployment should actually be regarded as 

transfers.13' Another solution is to treat these wage payments as wage 

payments, but to make a correction on real goverment output for a 



decrease in the efficiency of the goverment. The mirror-image of 'wages 

that are in fact transfers' are 'transfers that are in facc wages' or 

'unpaid work'. This relates to volunteer work in al1 forms. 

The 1947 and 1953 reports (for the 1993 report, see note L2) 

recommend to allocate the use of indirectly charged banking services to 

(non-nominal) sectors. In order to calculace national aggregates. a 

rough split between intermediate consumption, Einal consumption and 

exports is sufficient. A more detailed allocation to sectors has serious 

drawbacks. The micro-macro link is disturbed, because depositors do not 

know of this charge at al1 and there wil1 be no conneccion co their 

economic behaviour. By imputing charges for banking services, the 

description of the production process as wel1 as thac of f i n a n c i a l  flows 

(actual interest flows are modified) is a£fected. In addition, it is 

unclear why the borrowers and lenders should be charged and not chose 

who actually use the banking services ( e . g .  households rnaking use of 

giro accounts). Furthermore, if the lenders/borrowers are unincorporated 

enterprises, a statistically very bothersome split should be made 

betveen intermediate and final use of the imputed banking services. For 

a more extensive discussion, see Keuning (1990). It seem that no 

analysis is served by imputing the use of indirectly charged banking 

services at the inductry level. This convention certainly s m e l l s  a f t e r  

bookkeeping for bookkeeping purposes. 

13. An interesting borderline case can be found i n  the Netherlands (see Bos and Gorter, tW3).  I n  
1988, gross v a l w  added of the uorkshops for disabled amounted to 520 mi l l ion  D f l  as only the 
payments to s ta f f  persooeL1 and management are recorded as canpensation o f  employees. The 

paymnts t o  the disabled employed are regardeá as social transfers and not as compensation o f  

employees. I n  1988, these p a p n t s  amwited to 2.8 b i l l i o n  D f l .  



8.  P r i m a q  and secundary incone distribution and saving 

8.1. Description 

In this section, we wil1 describe the prímary and secundary distribution 

of income and saving in the reports. First, l o r  each report some general 

statements are made. Then, attention w i l 1  be focused on describing and 

comparing some elementary concepts of income and saving, namely: 

- compensation of employees; 
- operating surplus; 
- property income; 
- disposable income ; 
- saving. 

In the 1947 report, the description of the distribution of income i s  

scattered over various accounts. For example, in the Operating Account, 

the payment of compensation of employees and interest are recorded, 

while the payments of dividends, undistributed income and che payment of 

direct taxes are registered in the Appropriation Account (see section 

5). Ttie distribution of national income by type of income is c h o ~ n  in a 

separate table (UN, 1947, table 4, p. 1 4 ) .  

The 1953 report registers the distribution of income at the Appro- 

priation Account. The balancing item of thic account is saving. In 

this account, no distinction is made between the distribution of primary 

income and secundary distribution of income (redistribution of incorne). 

The distribution of national income by type of income is shown in a 

separate table (UN, 1953, table I V ,  pp. 21, 22). 

The distribution and redictribution of income Is described in the 

1968 report in the Income and Outlay Account. In a separate table, t he  

distribution of National Income by type of incorne and Disposable Incorne 

are s h o w  (UN, 1968, table 18, p. 192). 

In a supplementary table (UN, 1968. table 23, p. 1 9 8 ) ,  attention is 

alco paid to income and outlay by type of Household. The types are 

distinguished on the basis of the 'head of the household': 



- Proprietors of unincorporated enterprises except owners of owner- 
occupied dwellings only: 

* Agricul tural 
* Non-agricultural 

- Employees 
- Persons in other status ( e .g .  recelving pensians or social grants) 

In the 1993 report, the description of the distribution of incorne is 

already contained in the accounting structure. Four accounts are 

employed to describe the distribution of income: 

- Generation of income account; 
- Allocation o f  primary income account; 

- Secundary distribution of income account; 
- Redistribution of income in kind account. 
The s tandard sub-sectoring of the sector Houceholds accompliches that 

these accounts also show the (re)distribution of incorne by type of 

household (see section 5). 

In the 1953, 1968 and 1993 reports, the concepts of compensation of 

employees (or 'wages and salaries') are rather similar. They al1 

encompass e. g. : 

* Employers' contributions to social security schemes; 
* Employers' contributions to private pension schemes. 
In the 1947 report, employers' contributians to social security schemec 

are not included, but regarded as a tax (UN, 1947, p. 59). Furthermore, 

our discussion in section 7, revealed that the 1947 report has a less 

rigid interpretation of cornpensation of employees in kind than the other 

reports. 

me 1953 report does not employ a concept of operating surplus 
( 'entrepreneuria1 income'). The concept= in the other reports are of 

course partly different due to differences in the production boundary, 

asset boundary and the concepts of intermediate and final consumption. 

However, there is also a fundamental difference in concept. The opera- 

ting surplus in the 1968 and 1993 reports can be regarded as the compen- 

sation for the share-holders/owners and the lenders. However, in the 



1947 report, interest payments are to be deducted like in calculating 

profits in the business accounts. 

The types of property income distfnguished are rather similar in the 

reports: they al1 include items like dividends and withdrawals, undis- 

tributed income, interest and rent. ~ i t h  respect to rent, there are some 

differences. This fully reflects differences in the production and asset 

boundary. For example, in the 1993 report payments for licenses are 

payments for services and thus not property income. In contrast, in the 

1953 and 1968 reports, these payments are property income, i.e. rent. 

Furthermore, only in the 1947 report are realized holding gains included 

in property income (undistributed income). Finally, only in the 1953 

report are allowances for bad debt regarded as property income (see 

section 7 ) .  

In all the reports, income of households also includes investment 

income of life insurance companies and pension funds attributed to 

households. Furthermore, employers' pension contributions are viewed as 

if they were paid directly to employees and included in household 

income. In order to avoid double-counting, the actual receipts of 

pension and life insurance payments are not recorded as household 

inconie. 

In addition to indirect taxes and subsidies, economic cubjects 

receive and pay al1 kinds of other transfers, like direct caxes,  g i f t s  

and unemploymen~ benefits. Secundary or disposable income can be defined 

as the sum of prfmary income received plus the net balance of current 

transfers received. Such a concept of disposable income is explicitly 

used in the 1953, 1968 and 1993 reports (UN, 1953, para 121; UN, 1968, 

para 7.5; table 18, p. 192). In the 1953 report, disposable income 

refers only to households. In &he 1968 and L993 reports, disposable 

income is used for each sector and the national economy. 

A third type of income distribution is tertiairy income distribution. 

This distribution of income may differ from a distribution of secundary 

income in two respects. Firstly, individualizable final consumption 



expendi tures  by the  government a r e  d i s t r i b u t e d  t o  f i n a l  ( o r  interme- 

d i a t e )  consumption of  s p e c i f i c  groups of households ( o r  e n t e r p r i s e s )  

t h a t  b e n e f i t  from t h i s  government product ion.  Secondly, s u b s i d i e s  that 

lower t h e  market p r i c e  of  some goods and s e r v i c e s  a r e  c l a s s i f i e d  as 

income of t h e  householdc ( e n t e r p r i s e s )  t h a t  buy t he se  goods and 

s e r v i c e s .  A bas i c  f e a t u r e  of t e r t i a i r y  income d i c t r i b u t i o n  i s  t hac  it 

amounts to a r e d i s t r i b u t i o n  of imputed va lues .  

Only i n  the 1993 r e p o r t ,  a  t e r t i a i r y  income concept is  employed, 

i . e .  actual disposable  income ( c e e  a l s o  s e c t i o n s  5 and 7 ) .  I t  only 

encompasses tbe  ind iv idua l i zab le  f i n a l  consumption expendi tures  by the  

government. They a r e  a l 1  a t t r i b u t e d  -by d e f i n i t i o n -  t o  households.  

Saving i s  a balancing item i n  the  accounts of a l 1  the r e p o r t s .  I t  is  

de f ined  a s  d isposable  income minus f i n a l  consumption expendi ture .  The 

l a t t e r  concepts  have a l r eady  been d iscussed  above. This t h e r e f o r e  a l s o  

a p p l i e s  i n  p r i n c i p l e  t o  the  concept of sav ing .  

I n  our  d i scuss ion ,  we w i l 1  focus on the r e l a t i o n s h i p  with concepts of  

income i n  econornic theory and admin i s t r a t i ve  concepts of income. 

IC is a long t r a d i t i o n  i n  econornic thought t o  d i s t i n g u i c h  d i f f e r e n t  

f a c t o r s  of product ion and corresponding f a c t o r  incomes. Such a d i c t i n c -  

t i o n  by type of primary income would be e . g . :  P r o f i t ,  Wagec, I n t e r e s t  

and Land r e n t  (Pen, 1971 ,  p .  163) .  This d i s t i n c t i o n  is  i n  s e v e r a l  

respects different Erom the  ones recommended i n  the r e p o r t s :  

- 'Pure '  p r o f i t  and Labour income do not e x i c t  i n  the  r e p o r t s  a s  income 

of unincorporated e n t e r p r i s e s  is  not  s p l i t  i n t 0  compensation of 

employees and en t r ep reneur i a l  income; 

- I n t e r e s t  payments a l s o  include payments f o r  some banking s e r v i c e s ;  

- I n  a d d i t i o n  t o  Land r e n t ,  va r ious  o the r  ca t egor i e s  of r e n t  ( e . g .  

r o y a l t i e s )  a r e  acknowledged; 

- The n e t  r e n t  on imputed s e r v i c e s  f o r  owner-occupied dwell ings can 



only arbitrarily be dubbed as 'profit' or interest. 

Growth accounting tries to explain economic growth in terms of changes 

in the factors of production Labour and Capital and various other 

causes. So, the first step of growth accounting is always to modify 

national accounts figures in such a way that they show factors of 

production, e.g. the income of unincorporated enterprises is split (see 

Maddison, 1987). 

A farnous definition of income is by Hicks: "income is what you 

can spend in one period and be as wel1 off at the end as at the b e g i n -  

ning" (Hicks, 1946, p. 172). Hicksian income amouncs to diccounting 

(expected) future income and consumption and can be interpreted as t h e  

'maximum level of permanently rnaintainable consumption' . It is only 

concrete in a metaphysical world without uncertainty and changes in 

prices, interest rates and wants. In applying Hicksian income to t h e  

nation as a whole, also (expected) changes in the size and composition 

of the population should be taken int0 account. In the national 

accounts, none of the income concepts like compensation of employees, 

operating surplus and National Income are therefore Hicksian ( s e e  also 

F. Bos, 1989, in particular pp. 18, 19). 

In a lot of administrations, various specific concepts of income are 

ernployed. Examples of such administrations are business accounts, 

administrations of the tax authorities and administrations of social 

security institutions. They use concepts Like 'profits before tax', 

'profits after tax', 'taxable income' and 'wages' ( e . g .  excluding 

cornpensation of employees in kind). 

Escablishing a link between administrative concepts and the national 

accounts is important for two reasons. First, administrative data 

sources serve as a source to the Nacional Accounts. Deviating from their 

concepts complicates this usage. Secondly, the behaviour of econornic 

subjects is influenced by the administrative concepts. For example, 

managers, investors and banks may (partly) base their decisions on 

information in the business accounts. So, in order to explain their 

behaviour the National Accounts should not deviate (too) much from t h e  



concepts  i n  t he  bus iness  accounts .  Thic p e r t a i n s  t o  e . g .  exp la in ing  

investments and t a x  payments by e n t e r p r i s e s  and t o  f l u c t u a t i o n s  i n  the  

s t o c k  exchange r a t e s .  Despi te  t hese  reasons ,  t he  l i n k  between admini- 

s t r a t i v e  concepts  and those recommended i n  the  r e p o r t s  is  o f t e n  r a t h e r  

b l u r r e d .  

Business accounts  a r e  compiled on the  b a s i s  of  n a t i o n a l  gu ide l ines  

t h a t  d i f f e r  s u b s t a n t i a l l y  among c o u n t r i e s  ( s ee  e . g .  Nobec and Parker ,  

1985).  Fu r themore ,  these  n a t i o n a l  gu ide l ines  o f r e n  a l low the  use a f  

s e v e r a l  accounting convent ions,  e . g .  the va lua t ion  of c a p i t a l  srock a t  

h i s t o r i c a 1  c o s t s  and a t  replacement va lue .  Co, n a t i o n a l  gu ide l ines  a s  

wel1 a s  n a t i o n a l  ~ r a c t i c e  determine the  exac t  conten t  of t h e  concept5 

employed i n  the  bus iness  accounts. As a consequence, gene ra l  in ferences  

about concepts  i n  the  bus iness  accounts and the n a t i o n a l  accounts a re  

d i f f i c u l t  t o  make. 

We w i l 1  t h e r e f o r e  l i m i t  ourse lves  t o  l i s t i n g  some poss ib l e  d i f f e -  

rences  between t h e i r  concepts of income: 

- D i f f e r e n t  concepts of c a p i t a 1  formation may be employed ( e . g .  with 

r e spec t  t o  i n t ang ib l e  a s s e t s ) ;  

- Dif fe ren t  concepts of c a p i t a l  consumption may be employed ( e . g .  

d i f f e r e n t  l i f e  t imes ,  h i s t o r i c a l  c o s t s  VS replacement c o s c s ) ;  

- Dif fe ren t  v a l u a t i o n  p r i n c i p l e s  may be used f o r  changes i n  s t o c k s ;  as 

a consequence, in te rmedia te  consumption w i l 1  be valued d i f f e r e n t l y ;  

- Cap i t a l  ga ins  and l o s s e s  may be t r e a t e d  d i f f e r e n t l y ,  i . e .  included i n  

bus iness  income; 

- The s a l e  of proper ty  (bu i ld ings ,  f i n a n c i a l  a s s e t s )  may be recorded as 

cu r ren t  revenue i n  business  accounts;  

- S p e c i f i c  n a t i o n a l  accounts conventions a r e  not  r e f l e c t e d  i n  the  

bus iness  accounts ,  e . g .  those with r e spec t  t o  banking s e r v i c e s ,  

c a s u a l t y  insurance s e r v i c e s  o r  unfunded employee welfare funds 

- I n  the  bus iness  accounts ,  excep t iona l ly  l a r g e ,  i n c i d e n t a l  c o s t s ,  l i k e  

the  c o s t s  of  reorganiza t ion ,  rnay be deducted as  a  c u r r e n t  c o s t .  

For a n a l y t i c a 1  reasons presented above, i t  may be u s e f u l  t o  show -nex t  

t o  n a t i o n a l  accounting income of e n t e r p r i s e s -  a l s o  the  d i f f e r e n c e s  with 

income i n  the  bus iness  accounts .  



TaxabLe income of households may differ also in many respects from 

the concepts recomended in the reports. This concerns pensions, the 

investment income of life insurance companies and the valuation of own- 

account production, the services of owner-occupied dwellings and fringe 

benefits. I£ the National Accounts concept of household incame is t o  be 

"useful in connexion with the analysis af the demand for consumer's 

goods and services" (UN, 1947, p, g ) ,  these deviations should be aban- 

doned or s h o w  in a separate table (see als0 Ruggles, 1986 and Eos and 

Verma, 1992). 

The concepts of income in the international guidelines do not coin- 

cide with those in the national administrations, like raxable profits 

(see above) and income subject to personal income tax (e.g. differencec 

with respect to fringe benefits ar the imputed services o f  owner-OCCU- 

pied dwellings). As a consequence, the conceptc of income in the reports 

are not suited for planning and describing for specific adrninistrative 

purposes. For example, in calculating the consequences of a change in 

tax rates on tax revenues or on after-tax income of individual house- 

holds the national accounting concepts and figures should be nodified. 

Although interest for personal income distribution issues was one of 

the major stimuli in the history of national accounting ( s e e  Bos, 

1992a), the 1947, 1953 and 1968 reports have ignored the issue. Even che 

1993 report retains its macro-economfc interpretation of e.g. 

pensions.14) Several explanations can be given. First, directly a f t e r  

the war, for many countries, in particular those involved in drafting 

the guidelines, national recovery was much more important than issues of 

income distribution. However, this argument does not seem Eully 

convincing for the drafting of the 1968 SNA, in particular if t h e  d a t a  

nee& of the  developing countries are taken into account. Secondly, Eor 

conceptual reasons, a clear choice had to be made between describing 

issues of income distribution or taking a more macro-econornic point of 

view with respect to, e.g. the treatment of pensions. Only in a flexible 

- 

14. An e x c e p t i m  i s  the SAW chapter i n  the  1993 report .  I t  e x p l i c i t l y  suggests a l s o  t o  employ 

micro-economic concepts of  household i n c m e .  E x p l i c i t l y  shouing the i n p t a t i o n s  a d  

rerouteings in the standard accounts (as  recwnnended by the  1993 r e p o r t )  he lps  to  

construct a micro-economic concept of  household income. 



system ( see  van Bochove and van Tuinen, 1987), both c o n f l i c t i n g  views 

can  be incorpora ted  i n  one accounting system. Th i rd ly ,  the  ideas  about 

the c l a s s i f i c a t i o n s  t o  be used were no t  y e t  worked ou t  and i t  was 

t he re fo re  thought premature t o  p re sen t  gu ide l ines  on the  i s s u e .  

As incame i n  the r e p o r t s  does n o t  bea r  a direct r e l a t i o n  to a i c r o -  

economic concepts of income, a similar remark a p p l i e s  t o  t h e  concepcs of  

sav ing  i n  the r e p o r t s .  



9 .  The boundary of the National Economy: briestic territory, 

resibncy, imports and exports 

The concept of a national economy is not a priori clear. It can be 

defined in two fundamentally different ways. Firstly, the national 

economy consists of al1 economic activities and possessions on the 

domestic territory. Secondly, the national economy consists of a l1  

econornic activities and possessions of a group of econornic subjects 

(persons, enterpricec, goverment). That these definitions are indeed 

different, rnay be grasped by referring to a nomadic economy: in 

describing such an economy, only the second type of definition makes 

In the four reports, the territorial notion is very important in 

describing production and income. In general, production which takes 

place on the domestic territory should be recorded as domestic p r o d u c -  

tion. Exceptions pertain to temporary projects abroad. 

There are also several instances in which the employment of a pure 

territorial delineation is rejected and the recommended delineation is 

based on the features of the econornic subjects involved: 

- Temporary (shorter than one year) production abroad and production by 
embascies, consulates and military establishments abroad are regarded 

as domestic production in the 1953, 1968 and 1993 reports; their 

counterparts on the domestic territory and the production of 

international bodies located on t h e  domestic territory are not 

regarded as domectic production. The 1947 report is silent on these 

cases. 

- Some production taking place in international territory is regarded as 
domestic production by the 1968 and 1993 reports: e.g. "fishing 

fleets, vessels and floating platforms which residents of che country 

operate wholly, or mainly, in international waters and . . .  fishing 
vessels, oil and natura1 gas rigs, and platforms engaged in extraction 

in areas in which the country has the'exclusive rights of exploitation 

by virtue of international agreements or pronouncements' (UN, 1968, 

para 5.100); the 1947 and 1953 report do not mention these cases. 



- In general, the 1953, 1968 and 1993 reports recommend to record the 
production of transport services as production of the owners of the 

modes of transport (chips, aircraft, trucks). Again the 1947 report is 

silent in this respect. 

- Incorne of a normal resident who is temporasily abroad is part of 
National Income according co al1 reports. 

So, the recommendacions in the reports are a mixture of a territorial 

delineation and a delineation bosed upon features of economic subjects. 

The 1947 report alco suggests anocher delineation of the national 

economy: "in the economy of che home country al1 those enterprises and 

only those  enterprises which are controlled by normal residents of the 

home country [are to be included]" (UN, 1947, p. 77, 78). According to 

this concept, the production of multinationals need not to be split on 

the basis of territorial criterions: the production of a multinational 

belongs to its home country. In modern times, it becomes increasingly 

tricky to give an operational definition of a multinational's home 

country: should it be determined on the basis of its major stock 

holders, the composition of the board of directors or the residence of 

the 'head quarters'? In the 1993 report, 'foreign controlled corpora- 

tions' are defined on the basis of the rnajority of shares. 

A peculiarity of the 1953 report is that the concept of domestic 

capital formation is not fully linked tb the concept of dornestic 

production: "The construction of buildings for use by embassies ,  c o n s u -  

lates and international govermental agencies should be considered part 

of the domestic fixed capital formation of the counrry of location 

irrespective of omerchip" (UN, 1953, para 48). Thus, the value of 

producrion by e . g .  an embassy abroad is part of dornestic production, 

while the related capital formation abroad i s  not recorded as dornestic 

capita1 formation. In the 1968 and 1993 reports, this inconsistency is 

not recommended anymore: the related capita1 fotmation (and capita1 

consumption) is to be recorded as domestic capital formation. 

In the 1947 and 1953 reports, both the country of residence and the 

country of employment are mentioned as criterions for determining the 



residency of persons .  I n  t h e  1968 and 1993 r e p o r t s  the  country of r e s i -  

dence i s  chosen. Such a  choice  i s  c r u c i a l  i n  ca ses  o f  massive i n t e r n a -  

t i o n a l  forensism, f o r  example Mexicans working i n  t h e  United S t a t e s .  A 

temporary stay abroad,  f o r  example be ing  on ho l iday  abraad ,  does not  

ín f luence  t h e  res idency  o f  persons. 

The concept of  dornestic t e r r i t o r y  i s  of course a l s o  s u b j e c t  t o  

choice .  I t  could ,  f o r  example, be de f ined  t o  inc lude  a s  wel1 a s  t o  

exclude e x t r a - t e r r i t o r i a 1  possess ions  and c o l o n i e s ,  I n  the  1 9 5 3 .  1968 

and 1993 r e p o r t s ,  exc lus ion  is  recommended; i n  t he  1947 r e p o r t  no 

p o s i t i o n  1s taken.  

Linked t o  t he  two wayc of d e l i n e a t i n g  a n a t i o n a l  economy, t he re  are 

two ways of d e f i n i n g  imports and expor ts :  

- According t o  t h e  s t r i c t  t e r r i t o r i a 1  no t ion .  imports and expor t s  amount 

t o  the  t r a n s p o r t  of goods, s e r v i c e s  and o the r  proper ty  from ins ide  the 

t e r r i t o r y  t o  abroad and v i c e  v e r s a .  

- According to t he  a l t e r n a t i v e  view, imports and expor t s  a r e  t o  be 

de f ined  a s  t r a n s a c t i o n s  between r e s i d e n t  economic s u b j e c t s  and non- 

r e s i d e n t  econornic s u b j e c t s .  

I n  gene ra l ,  imporrs and expor ts  of goods, s e r v i c e s  and o t h e r  proper ty  

a r e  def ined  i n  t he  r e p o r t s  a s  a  t r a n s a c t i o n  between r e s i d e n t  economic 

s u b j e c t s  and non- re s iden t  economic s u b j e c t s .  However, t he re  are some 

except ions t o  t h i s  r u l e .  We w i l 1  mention two. 

In the 1947 ,  1953 and 1968 r e p o r t s " ) ,  imports of  merchandise a r e  

valued inc luding  the  c o s t c  of  insurance.and f r e i g h t  ( c . i . f . )  up t o  the  

n a t i o n a l  bo rde r .  If merchandise is  bought abroad and the  merchandise i s  

t r anspor t ed  by domestic producers ,  va lua t ion  a t  c i f  overestimates 

imports .  I n  o r d e r  t o  p re sen t  a proper  t r a d e  ba lance ,  a counter  ba lanc ing  

item ' expor t  o f  s e r v i c e s '  i s  introduced ( s e e  Bos, 1989b).  Lhis ' e x p o r t '  

does no t  involve a t r a n s a c t i o n  between a r e s i d e n t  and a  non- re s iden t .  

The convention t o  va lue  imports of merchandise a t  c i f  and expor t s  a t  fob 

15. I n  the 1993 report ,  imports of merchandise are  valued a t  fob values i n  the aggregate 

tables,  because t h i s  i s  the convention of the I M F  on conpil ing batance o f  payments f igures.  



is recommended in the reports, because these valuation principles are 

used in the customs data and -therefore- in the international trade 

statistics. So, this convention is also-an excellent example of a 

concept recommended mainly for data reasons. 

The second example pertains only to che 1968 report, IE goLd for 

industrial use is ernployed fot Einancial purposes, the 1968 report 

recommends to record an export in order to reflect the change in Einan- 

cial claims. A similar procedure is recommended when £inancial gold is 

to be used for industrial purposes: in that case, an import should be 

registered (UN, 1968, table 6.4). Also in this type of 'imports' and 

'exports', no transaction b e w e e n  residents and non-resident occurs.16) 

In section 7, some specific national accounting conventions on 

governmenc production, banking services and the services of pension 

funds, insurance companies and social security institutions have been 

discussed. These conventions have also some clear implications for the 

concept of irnports and exports of goods.and services. By convention 

there can exist no imports and exports of: 

- goverment services ; 
- indirectly charged banking services (only in t h e  1968 and 1993  

report) ; 

- services of casualty insurance companies (not in the 1953 and 1993 
reports). 

16. The 1993 repo r t  proposes to record such reclassifications of goid as an other change in the  

volune o f  assets. 



10. Hain aggregates of product and income 

10.1 Description 

Table 6 p r e s e n t s  a  gene ra l  overview of t h e  main aggrega tes  of product 

and income i n  t h e  scandard accounts of t h e  r e p o r t s .  I t  shows t h a t :  

- The 1947 r e p o r t  does no t  con ta in  a concept  of  Domestic Product ;  I t s  

Gross Nat iona l  Income a t  market p r i c e s  s e rves  r a t h e r  t h e  Same r o l e  as 

Gross Domestic Product a t  market p r i c e s  i n  the  1953 r e p o r t .  

- The 1968 r e p o r t  does nor inc lude  a concept  o£ National  Incorne; 

- The 1947 and 1953 r e p o r t s  do not  ernploy a  concept of Nat ional  

Disposable Income; 

- The concept of f a c t o r  c o s t s  i s  only used i n  t he  L947 and 1 9 5 3  r e p o r t s ;  

- Aggregates a t  cons t an t  p r i c e s  are only used i n  t he  1968 and 1 9 9 3  

r e p o r t s  and the  1968 r e p o r t  does not  d e f l a c e  Nacional Disposable 

Income. 

- The 1993 r e p o r t  does not  provide a  c l e a r  choice between n e t  versus  

gross  concepts ,  bo th  a r e  regarded a s  u s e f u l .  

Below we wil1 d i s c u s s  some s p e c i f i c  f e a t u r e s  of t he  main aggregates i n  

the r e p o r t s  and pay a l s o  a t t e n t i o n  t o  aggregates  recommended i n  suppor-  

t i n g  t a b l e s .  

Table 6. Nain aggregates of product and incoms i n  the 19b7, 1953, 1968 and 1993 reports 

Domestic Product 
Gross 

1: Net 
Market prices 1: Factor costr 

National Income/Product - Grass 
l -  Het 
- Market prices 

1- Factor costs 
Current prices 

1: Constant prices 

Fain aggregates of product and incoms 

Natzonal Disposable Income 
- Gross 

l -  Net 
Harket pricer 
Factor costs 
Cucrent prices 

1947 report 1393 report 1953 report 1968 report 



I n  the  1947 r e p o r t ,  two aggrega tes  p lay  the  c e n t r a 1  r o l e :  Nat ional  

Income ( 'Net Nat ional  Product a t  f a c t o r  c o s t s ' )  and 'Gross Nat ional  

Product a t  market p r i c e s l ( o r  'Gross n a t i o n a l  expenditure  a t  rnarket 

p r i c e s ' ) .  The concept of  Gross Nat iona l  Product a t  market p r i c e s  is 

designed i n  such a way t h a t  it can be der ived  by adding va r ious  

c a t e g o r i e s  of expendi ture  ( f i n a l  consumption, c a p i t a 1  formation,  the  

ba lance  of imports  and experts). Nat iona l  income can ob ta ined  by 

deduct ing from Gross National  Product a t  market p r i c e s :  

1. 'Deprec ia t ion  and obsolescence allowances'  

2 ,  'Allowances by e n t e r p r i s e s  Eor bad debts '  

3 .  ' Insurance  claims pa id  t o  e n t e r p r i s e s  and t r a n s f e r s  t o  insurance 

r e se rves  i n  r e s p e c t  of the  increase  i n  accru ing  l i a b i l i t y  t o  bus iness  

po l i cy  ho lde r s '  

4 .  ' I n d i r e c t  taxec ,  l e s s  s u b s i d i e s '  

5 .  ' S o c i a l  s e c u r i t y  con t r ibu t ions  of employers' ( U N ,  1947, t a b l e  5 ,  p .  

1 4 ) .  

I n  the  o t h e r  r e p o r t s ,  the  d i f f e r e n c e  between a  gross  and n e t  concept 

amounts only  t o  c a p i t a 1  consumption ( i tem 1 . ) .  I n  the  1947 r e p o r t ,  t he re  

a r e  two more d i f f e r e n c e s .  Both a r e  regarded by the  1947 r e p o r t s  a s  

imperfect ions i n  i ts  concept o f  Gross Nat ional  Product a s  a measure of  

( f a c t o r )  income. Allowances by e n t e r p r i s e s  f o r  bad debts  a r e  regarded as 

an ope ra t ing  expense and should thus  be deducted i n  o rde r  t o  o b t a i n  

f a c t o r  income. Furthermore, charges i n  r e spec t  o f  bus iness  insurance met  

out  of t h e  investment income of insurance cornpanies should be deducted,  

i . e .  impured a s  a c o s t  t o  e n t e r p r i s e s  ( U N ,  1947, p .  1 3 ) .  

The d i f f e r e n c e  between market p r i c e c  and f a c t o r  c o s t s  inc ludes  not 

only I n d i r e c t  taxes  and subs id i e s  l i k e  i n  the o t h e r  r e p o r t s ,  b u t  als0 

s o c i a l  s e c u r i t y  premiums pa id  by ernployers. The l a t t e r  r e f l e c t s  t h a t  che 

1947 report regards  these  premiums not as compensation of employees ( c e e  

s e c t i o n  8 ) .  b u t  a s  t r a n s f e r s .  

%e aggregates  of  the  1947 r e p o r t  include r e a l i z e d  hold ing  ga ins .  

This c o n t r a s t s  wi th  the  aggregates  i n  a l 1  the  o the r  r e p o r t s .  

In the  1953 r e p o r t ,  the cen t r a1  aggregates  a r e  'Gross Domestic 



Product a t  market p r i c e s '  and 'Nat iona l  Income' (- Net National  Income 

a t  f a c t o r  c o s t s ) .  The d i f f e r e n c e  between Domestic and National  amounts 

t o  t h e  ba lance  of  t h e  primary income flows wi th  t h e  Rest of the  World. 

For the s e c t o r  Households and P r i v a t e  Non-prof i t  I n s t i t u t i o n s  and t h e  

s e c t o r  Goverment ,  the aggrega te  of their  current account is  respec-  

t i v i l y  c a l l e d  'Income' and 'Current Revenue'. Both a r e  equal  to primary 

income p l u s  n e t  c u r r e n t  t r a n s f e r s  rece ived  from ocher s e c t o r s .  They 

could  the re fo re  be regarded a s  some sort of Disposable Income. For rhe 

na t ion  as a whole,  no cuch concept  i s  p re sen ted .  

I n  t h e  S tandard  Accounts of  the  1968 r e p o r t ,  t he  main aggregates of 

product and income a r e  Grocs Domesric Product a t  market p r i c e s  and ( X e c )  

National  Disposable Income a t  marker p r i c e s .  In some of che  s u p p o r t k n g  

t a b l e s ,  Grocs Domestic Product is presented  a t  p roducers '  va lues  and 

b a s i c  va lues17)  (UN, 1968, suppor t ing  t a b l e  g ) ,  w h i l e  Net Domestic 

Product a t  f a c t o r  c o s t s  ("Domestic f a c t o r  incomes", U N ,  1968, suppor t ing  

t a b l e s  1 ,  1 7  and 18)  and (Net) Nat ional  Income a t  market p r i c e s  ( U N ,  

1968, suppor t ing  t a b l e  18) a r e  a l s o  shown. 

I n  che 1993 r e p o r t ,  it is shown how va lue  added a t  b a s i c  p r i c e s ,  

producers '  p r i c e s  and f a c t o r  c o s t s  can be de r ived  from Domestic Product 

a t  market p r i c e s .  The r e p o r t  a l s o  s t a t e s  tha t  va lue  added a t  f a c t o r  

c o s t s  is  absent  i n  i ts  accounting system, b u t  t h a t  i t  n e v e r ~ h e l e s s  can  

e a s i l y  be de r ived  Erom i t .  

10.2 Discussion 

With r e spec t  t o  the  d i s t i n c t i o n  between Dornestic, Nat iona l  and National  

Disposable ,  it can  be argued t h a t  these aggrega tes  p e r t a i n  to 

a l t e r n a t i v e  processes  i n  the National  Accounts: 

- Domestic Product r e l a t e s  t o  the  d e s c r i p t i o n  of domestic producrion and 

i ts  genera t ion  of  va lue  added. I t  can be regarded a s  t he  ba lanc ing  

item of a  Consol idated Product ion Account of che n a t i o n .  

17. The table provides for  true as wel1 as fo r  approximate basic values (UN, 1968, p. 190). 

Houever, approximate basic values seem t o  have been preferred by the experts (UN, 1968, p. 

4 8 ) .  



- National  Product/Income r e l a t e s  t o  the  d e s c r i p t i o n  of the  n e t  acc rua l  

of primary income. I t  can be regarded a s  the ba lanc ing  item of a 

Consolidated Income Appropriat ion Account of t he  n a t i o n .  Therefore ,  

the  term National  Income i s  a more s u i t a b l e  term t o  i n d i c a t i n  t h i s  

aggregate  than Nat iona l  Product is. 

- National  Disposable Income r e l a t e s  t o  the d e s c r i p t i o n  of  the  n e t  

acc rua l  o f  primary a s  wel1 a s  secondaxy income. I t  can  be regarded as 

che balancing i tem o£ a  Consolidated Income and Outlay Account of t h e  

na t ion .  

From rhis p o i n t  of  view, each aggregate  s r r e s s e s  a  d i f f e r e n t  part o f  the 

econornic c i r c u i t ;  they se rve  d i s t i n c t  purposes.  

The 1947 r e p o r t  d i sag rees  with t h i s  po in t  of view as it t akes  an 

' e i t h e r  . . .  o r '  p o s i t i o n  wi th  r e spec t  t o  the choice between Dornestic 

Product and National  Income. I t  suggests  t h a t  f o r  " c e r t a i n  p r imi t ive  

economies i n  which fo re igne r s  have l a r g e  econornic i n t e r e s t s "  Domestic 

Product may be "more u s e f u l  f o r  most purposes" than  National  

Income/Product ( U N ,  1947, p .  39) .  

The p r a c t i c a l  importance of the  d i s t i n c t i o n  between Domestic Product 

and National  Incorne (Product)  could be r a t h e r  smal1 i n  many c o u n t r i e s .  

This d i s t i n c t i o n  only has p r a c t i c a 1  importante i n  case  of l a r g e  - n e t  

primary incame flows Erom abroad due t o  d i r e c t  inves tments ,  financial 

investments o r  massive forensism. A s i rn i la r  remark p e r t a i n s  co rhe 

d i s t i n c t i o n  between National  Incorne and National Disposable Income. 

I n  Bos (1992b), i c  i s  argued t h a t  Eor most purposes Net Domestic 

Product,  Net Nat ional  Income and Net Disposable Income a r e  t o  be 

p r e f e r r e d ,  because ernploying e . g .  Grocs Domestic Product impl ies  t h a t  

c a p i t a l  consumption i s  f u l l y  ignored as a category of c o s t s .  In  i n t e r -  

n a t i o n a l  comparisons of product and income. c o u n t r i e s  with a c a p i t a l  

i n t ens ive  mode of product ion a r e  judged too favourable .  

Hicks made a famous d i s t i n c t i o n  between a rneasure of p roduc t iv i ty  and 

a  measure of we l f a re .  For a  measure of p roduc t iv i ty ,  the p r i c e  r e l evan t  

t o  the producers a r e  t o  be used. For a  measure of w e l f a r e ,  the p r i c e s  



r e l e v a n t  t o  consumers a r e  &o be p r e f e r r e d  (Hicks, 1940).  If t h e  primary 

purpose of Domestic Product is regarded t o  s e rve  a s  a  measure o f  produc- 

t i v i t y ,  i t  fol lows from Hicks' reasoning  t h a t  Domestic Product should be 

va lued  a t  b a s i c  p r i c e s ,  producers '  p r i c e s  o r  f a c t o r  c o s t s .  S i m i l a r l y ,  i f  

t he  primary purpose of  Nat ional  Incone and National  Disposable Income is 

regarded i n  r e l a t i o n  t o  ' w e l f a r e * ,  it fol lows that boch should be valued 

a t  market p r i c e s .  

The 1947 report s t a t e s  t h a t  Nat iona l  Incorne (- 'Na t iona l  P roduc t ' )  i s  

gene ra l ly  t o  be valued a t  f a c t o r  c a s t s  and no t  a t  market p r i c e s :  

"I£, f o r  example, a  comparison is be ing  made between the  p ropor t ion  of 

c u r r e n t  product  devoted t o  war expenditure  i n  two c o u n t r i e s ,  an a n a l y s i s  

based on t h e  c o n s t i t u t e n t s  o f  gross  n a t i o n a l  product [ a t  market p r i c e s ]  

may prove h i g h l y  misleading.  The p r i n c i p a l  reason i s  t h a t  the  two coun- 

t r i e s  may have a very  d i f f e r e n t  d i s t r i b u t i o n  of i n d i r e c t  t a x a t i o n .  One 

country may levy  a l1  i t s  i n d i r e c t  t a x a t i o n  on the  items of consumers' 

expendi ture ,  whi le  t he  o t h e r  may a d o p t  an i n d i r e c t  t a x  system i n  which 

the  taxes  a r e  spread  more o r  l e s s  evenly over t he  whole of  final o u t p u t .  

In  the  f i r s t  c a s e ,  i t  may i n  p r a c t i c e  make an apprec i ab le  d i f f e r e n c e  co 

the  answer whether o r  no t  t he  taxes  a r e  taken o f f  consumption before  the  

propor t ion  of war t o  t o t a l  expendi ture  is  c a l c u l a t e d ,  wh i l e ,  i n  the 

second c a s e ,  it w i l 1  make no d i f f e r e n c e  a t  a l l .  I n  such c a s e s ,  i t  i s  

c l e a r l y  b e s t  t o  work a t  f a c t o r  c o s t s  r a t h e r  than a t  market v a l u e s ,  

s i n c e ,  working a t  market v a l u e s ,  the  p r ~ p o r t i o n a t e  war expendi lure  of  

the  country whose i n d i r e c t  caxes a r e  al1 l e v i e d  on consumers' goods i n  

unduly deprsssed ,  while  i t s  p ropor t iona te  expenditure  on consumerc' 

goods and s e r v i c e s  is correspondingly i n f l a t e d .  This  i n f l a t i o n  has 

noth ing  t o  do wi th  the  g r e a t e r  use of resources f o r  the  s a t i s f a c t o n  of 

the  needs of c o n s m e r s  i n  t he  one count ry ,  bu t  is due simply ca the 

c h a r a c t e r  of i t s  t a x  syctem" (UN,  1947, p .  3 7 ) .  

Co, d i f f e r e n c e s  i n  the degree of (unlevenness of  che d i s t r i b u t i o n  of  

i n d i r e c t  t axes  a r e  regarded a s  a  reason  t o  Eavour the  use of  National 

Income a t  f a c t o r  c o s t s  and not  a t  market p r i c e s .  

The L947 r e p o r t  sugges ts  t h a t  i t s  concept of Gross Nat ional  Product 

a t  market p r i c e s  can be obta ined  by adding and s u b s t r a c t i n g  c a t e g o r i e s  



of expenditure. However, the link with 'actual' expenditure is not that 

direct. For example, capita1 formation includes changes in stock (i.e. 

not expenditure) and own-account production of capita1 goods and f i n a l  

consumption includes the irnputed services of owner-occupied dwellings. 



ll. Constancy a d  change in the Unfted Nations Hanuals on national 

accounting 

For decades, al1 over  t he  world, na t ion81  accounts  f i g u r e s  a r e  be ing  

compiled on the b a s i s  of  the  concepts  i n  t h e  gu ide l ines  of the  United 

Nations.  The f i r s t  i n t e r n a t i o n a l  guideline was published i n  1947 and 

t he  d r a f c i n g  of t h e  f o u r t h  gu ide l ine  has j u s t  been completed. 

The 1947 r e p o r t  w a s  a p ioneer ing  e f f o r t  as i c  showed Eor t h e  £ i r s t  

time a  d e t a i l e d  and Eully worked out n a t i o n a l  accounting system. I t s  

succes so r ,  t he  1953 r e p o r t ,  conta ined  a much sirnpler n a t i o n a l  accounting 

syctem w i t h  a very  l i rn i ted  number of accounts  and s e c t o r s .  The 1968  

r e p o r t  employs a  number of  s e c t o r s  and accounts s i m i l a r  t o  the  1947 

r e p o r t .  I n  the  1993 r e p o r t ,  t h e  amount of d e t a i l  o f f e r e d  i s  d r a s t i c a l l y  

i nc reased .  For example, s i x  accounts  a r e  employed t o  desc r ibe  the  

d i s t r i b u t i o n  and use  of  income, whiLe i n  t he  1968 r e p o r t  only one  

account is used. 

A fundamental change i n  the  1993 s e c t o r  c l a s s i f i c a t i o n  i s  i t s  

i n s t i t u t i o n a l  c h a r a c t e r .  I n  c o n t r a s t  t o  the  o t h e r  r e p o r t s ,  p roduct ion  

and f i n a l  conswnption by households ( e . g .  of imputed s e r v i c e s  of owner- 

occupied dwel l ings)  a r e  no t  recorded i n  d i f f e r e n t  s e c t o r s ,  b u t  i n  the  

Same s e c t o r .  

I n  a d d i t i o n  t o  t he  d r a s t i c  changes i n  t h e  accounting s t r u c t u r e  and 

the  s e c t o r  c l a s s i f i c a t i o n s ,  major changes a l s o  occurred i n  the scope of 

the  r e p o r t s .  In the  1968 r e p o r t ,  f o r  the  f i r s t  time recommendations 

concerning cons t an t  p r i c e s  a r e  presented ;  i npu t -ou tpu t  and make and use- 

t a b l e s  were a l s 0  added t o  the  s t anda rd  n a t i o n a l  accounting framework. 

The 1993 r e p o r t  in t roduced  balance s h e e t s ,  purchasing power p a r i t i e s ,  

Soc ia l  Accounting Matr ices ,  c a t e l l i t e  accounts and the  concepts  of 

employment and the  labour  f o r c e .  

A change i n  concept ,  i n  p a r t i c u l a r  important f o r  developing coun- 

t r i e s ,  was the  inc lus ion  i n  the  1953, 1968 and 1993 r e p o r t s  of primary 

production f o r  o m - a c c o u n t .  Other important changes were: 



- Only i n  t h e  1947 r e p o r t ,  government product ion i s  valued a t  c o s t s  

inc luding  p a r t  o f  t he  i n t e r e s t  pa id  on gove rmen t  d e b t ;  

- Only i n  the  1947 r e p o r t ,  ope ra t ing  su rp lus  excludes i n t e r e s t  pa id ,  

r e a l i z e d  hold ing  ga ins  a r e  included i n  n a t i o n a l  income and compen- 

s a t i o n  of  employees does noc include s o c i a l  s e c u r i t y  premiums paid by 

employers. 

- Only i n  the  1953 r e p o r t ,  g ros s  r e n t  is imputed for  bu i ld ings  owned and 

occupied by che government; 

- Only i n  t he  1947 r e p o r t ,  some i n t a n g i b l e  durables  a r e  included i n  

c a p i t a l  formation;  i n  the  1947 r e p o r t  t h i s  may a l s o  include the c o s t c  

o f  a massive advert isement  campaign; 

- I n  c o n t r a s t  t o  t he  1968 r e p o r t ,  the  imputed s e r v i c e  charge f o r  banking 

s e r v i c e s  i s  t o  be a t t r i b u t e d  t o  the  var ious  s e c t o r s  i n  the 1947 and 

1953 r e p o r t s .  

- A l 1  r e p o r t s  recommend a d i f f e r e n t  s e t  of c e n t r a 1  aggregates  o f  income 

and product .  

I t  i s  i n t e r e s t i n g  t o  note t h a t  i n  the prel iminary d r a f t s  o f  the 1 9 9 3  

r e p o r t ,  some o f  the  concepts i n  the 1968 r e p o r t  were l e f t  and r ep l aeed  

by concepts Erom the  e a r l i e r  r e p o r t s .  Cases i n  p o i n t  a r e  the  a t t r i b u t i o n  

of i n d i r e c t l y  charged banking s e r v i c e s  and the imputat ion of r e n t  on 

gove rmen t  bu i ld ings .  However, i n  the f i n a l  d r a f t ,  t he  concepts o f  t h e  

f 9 6 8  r e p o r t  a r e  r e t a ined .  

The 1947 r e p o r t  argues t h a t  i t  wil1 f r equen t ly  be necessary t o  adapt 

and extend its concepts f o r  s p e c i f i c  n a t i o n a l  c ircumstances.  T h e  1 9 5 3  

report does no t  pay much a t t e n t i o n  t o  s p e c i f i c  needs and c i rcumstances .  

An except ion  p e r t a i n s  t o  the  choice o f  the product ion boundary: own- 

account product ion of  primary products  i s  included because a f  i t s  impor- 

tante i n  developing c o u n t r i e s .  I n  che 1968 r e p o r t ,  a  s e p a r a t e  chap t e r  is 

dedica ted  t o  the d a t a  needs and p o s s i b i l i t i e s  of developing c o u n t r i e s .  

The 1993 r e p o r t  advocates a  f l e x i b l e  system which takes  account of a l 1  

kinds of  s p e c i f i c  purposes and n a t i o n a l  c ircumstances.  This  i s  achieved 

by incorpora t ing  chapters  on "Applicat ions of che i n t e g r a t e d  Eramework 

t o  var ious  circumstances and needs",  "Socia l  Accounting Matr ices"  a n d  

" C a t e l l i t e  a n a l y s i s  and accounts" .  



In the 1947 report, the concept of income in kind is already defined 

in terms of national norms and habits. In this respect, it is more 

radicai than al1 the other reports, because they treat income in kind as 

a concept invariant to differences in time and place. 

Balance sheets, the concepts of emplopent and labour farce and the 

distribution of income and expenditure by type of household are not 

discussed in the 1947, 1953 and 1968 reports. The 1993 report breaks 

with this tradition and drastically extends the scope of the standard 

national accounts by incorporating al1 these subjects. 

Substantial constancy in concepts is evidenced by e . g .  the produccion 

boundaries. AL1 the production boundaripc exclude unpaid household 

services and do-it-yourself-activities and they al1 encompass imputed 

services of omer-occupied dwellings. Even specific national accounting 

conventions like the imputed charge for banking services, the valuation 

of government production at costs and recording al1 government produc- 

tion as final consumption are al1 advocated since 1947. Considering that 

the guideLines have just been revised, they wil1 most probably consti- 

tute an established core-set of conventions for more than 50 years. 



12. Standard national accounting concepts, economic theory and data 

compilation issues 

The Keynesian revolution stimulated and shaped the development and use 

of national accounting concepts and figures. It was a revolution in 

economic theory, economic policy as well. as in national accounting 

These developments reinforced each other. 

The international guidelines on national accounting can be regarded 

as children of the Keynesian revolution. The introduction of a sector 

government, rhe distinction between public and private enterprisec. the 

al1 pervading macro-economic focus and the stress on expenditure and 

Elows are the most d i s t i n c t  Keynesian features. They moulded the 

national accounts into a practica1 tool for macro-econornic government 

policy. 

In drafting the guidelines, the welfare-oriented approach to national 

accounting has four times lost the battle with the Keynesian heritage, 

e . g .  with respect to including unpaid household services in the produc- 

tion boundary. The proponents of the micro-macro link also continuously 

lost their battle, e.g. with respect to the treatment of pensions. From 

both points of view, the Keynesian spirit has always been vivid and 

strong in the guidelines. The absence of constant prices in the 1947 

and 1953 reports can also be explained by the relative uninportance of 

prices in Keynecian types of analyses. 

However, it i s  also true that two major Keynesian policy targets, 

narnely employment and unemployment, are absent in the 1947, 1953 and 

1968 reports. The absence of the concept of employment is even the more 

puzzling considering the world-wide and longstanding use of employment 

figures in compiling national accounts figures, e.g. in grossing up. 

Furthermore, al1 reports reject administrative concepts and classifi- 

cation (e.g. of income and of the sector government), while these are 

most useful in planning government policy. 

The 1953 report clearly states that it regarded the natíonal accounts 



mainly as a t001 for (macro-econornic) goverment policy (UN, 1953, p. 

1). In the other reports, other uses of the national accounts are also 

taken seriously. 

In the 1947 report, the important role of financial intermediation is 

acknowledged by the separate sector financial intemediation and by 

including a financial account. Lhe 1947 report stresses that in order to 

understand the national economy one should analyze by sector and 

economic activity. Meso-economic analysis of the national economy is 

also regarded as a major use in the L968 and 1993 reports. 

The 1968 and 1993 reporrs incorporate input-output and make and use 

tables in their national accounting system. In this way, the commodicy- 

flow approach and input-output analysis were honoured. It implied a 

drastic extension of the standard national accounts as an analytica1 

cool of information, in particular with respect to the analysis of 

production processes. This extension also served and stimulated the use 

of commodity flow-methods as a t001 for compiling national accounting 

f igures . 

The 1993 report is in fact the first report to incorporate balance 

sheet accounting, other changes in the volume of a s s e t s  and capital 

gains and losses. This extension greatly improves the usefulness of the 

national accounts for many purposes, ranging from productivity analyses 

to financial analyses. 

Another important extension of the 1993 report involved the subsec- 

toring of the sector households and the introduction of the twin 

concepts actual concumption and actual disposable income. In this way, 

the analysis of household income and expenditure is greatly served 

(though a micro-macro link is still absent). 

In al1 the reports, international comparisons are regarded as an 

important use. Nevertheless, purchasing power parities are only 

discussed in the 1993 report. 



By incorporating satellite accounts and social accounting matrices, 

the 1993 report shows in principle an open mind to al1 kinds of alter- 

native approaches. The report explicitly discusses functionally oriented 

satellite accounts (e.g. on Research and Development, Healthcare or 

Human capital) and a satellite describing the interaction between the 

environment and the national economy. Welfare otiented exrensions of the 

production boundary are also suggested as a satellite. Nevertheless, 

some important alternative approaches are not mentioned at all, like: 

- Linking the national accounts and time use studies. 

- Incorporating legislative and administrative concepts. For example, 
depending on the national law 'illegal activitiec' may cover various 

kinds of activities, like drugs trade, prostitution, robbery, 

kidnapping and smuggling. Figures on the money and ernployrnsnt involved 

in such illegal activities are important to economic and social 

policy. An example of an administrative concept is taxable incorne. 

Figures on the basis of this concept are indispensable in estimating 

tax revenues and calculating the consequences of alternative tax 

regimes. 

- The classification of estabSishments by size. This could provide 
answers to questions like: how important are the small firms?, what is 

the role of large cornpanies in transferring technology and what is the 

relative efficiency of the small and medium-size firms? Furthermore, 

i£ establishments of smaller size are not surveyed, they are usually 

grossed up on the basis of information on the larger establishments 

(see e.g. Bos and Gorter, 1993). By systematic comparisons of the 

features of the various cize-classes (the economies o£ scale), such 

grossing up procedures can be improved. 

In designing national accounting concepts, analytica1 needs should be 

weighed against considerations of data compilation, as both may lead to 

different concepts.18) The four reports provide a wealth of conventions 

and motivations which illustrate the issue at stake. 

~nalytical needs are preferred in case of al1 kinds of irnputations 

18. The s p e c i f i c  i n s t i t u t i o n a l  s t ructure  o f  a  country p a r t t y  determines a n a l y t i c a l  neecis as 

wel1 as the p o s s i b i l i t i e s  o f  data c c q i l a f i o n .  For a  concrete exatrple, see Bos ( 1 9 9 2 ~ )  on the 

consequences of Europe 1992 for  Dutch n a t i o n a l  accounts and economic s t a t i s t i c s .  



and rerouteings. Examples are the imputed services of owner-occupied 

dwellings or the concept of compensation of employees in kind, which 

wil1 usually not coincide with administrative concepts. 

Considerations of data cornpilation are given priority in cases l i k e :  

- Not recording unpaid household services (in this case, there are also 
analytical teasons); 

- The distinction between goods and services in the external account 
reflects the use of customs data; 

- The introduction of a nomina1 sector for the use of banking services 
in the 1968 and 1993 report; 

- Not recording expenditure on various intangible accets as c a p i t a l  

£ormation (in this case, there are also analytica1 reasons); 

- Recording al1 government producrion as final consumption; 
- The absence of capital consumption on infrastructure in the 1953 and 
1968 reports. 

Analytica1 needs and data compilation also conflict in choosing the 

scope and amount of detail in the accounting system. The 1947 report was 

decades ahead of the data compilation possibilities of nearly al1 

statistica1 offices. Therefore, its successor, the 1953 report, 

contained a very simple national accounting syctem, much more in line 

with the data practice of its time. The 1968 and 1993 report present 

national accounting systems more complicated and decailed than that in 

rhe 1947 report. Full implication of these systems seem to be ~ o o  

ambitieus for most counrries, even for most developed countrkes. Cases 

in point are rhe  input-output tables and the Capital Finance Accounts 

which are compiled by only few statistical offices on an annual basis. 

The inclusion of Balance Sheets in the l993 report further increasec the 

imbalance between the scope and detail in the international guidelines 

and national accounting practice. 

This imbalance should be reduced in two ways. First, in many coun- 

tries the amount of resources spent by the government seem to under- 

score the importance of reliable, up-to-date economic statistics with a 

wide coverage. This can only be solved by an increase in resources for 



compiling econornic statistics. However, this will not be easy to achieve 

as this purpose of government expenditure has to compete with many other 

purposes within the limits of the government's budget. To a lirnited 

extent, the international organizations are also providing financial and 

human resources. Their resources can also be of great help. FOK example, 

the EC now taxes its member states parcly on the basis af their GNP and 

therefore wants to improve the reliability of the GNP estimates. To chic 

end, EC-funds have been made available to national statistica1 offices. 

The other way co reduce the imbalance is to tackle the cost-ineffi- 

ciency and cornplexity of the guidelines. Denison signalled these defects 

already in the 1968 report: "for every series of any real interest that 

is developed, at least a dozen series of trivial or no value must be 

estimated to fill out the "accounts". Because most of the series called 

for are of no appreciable interest, existing systems of data collection 

do not provide the information required by the new SNA; either collec- 

tion of trivial data would be required or the number would have to be 

imaginary. The new SNA has another weakness; it is so complicated that 

not even serious and expert users of national income and product data 

(and few producers, for that matter) can be expected to understand it or 

the meaning of the numbers it is to contain. A very sirnple set of 

accounts . . . ,  supplemented by supporting tables to provide analyticslly 
interesting detail and alternative breakdowns, is a £ar b e t t e r  approach, 

in m y  opinion" (Denison, 1971, p. 38). 

In discussing the programme Eor revising the 1968 report, Stone took 

a comewhat similar position: "The main need at present is t o  simplify 

the work of narional statistical offices rather than to force them into 

innovations that would be difficult to irnplement, Tidying up existing 

concepts and definitions . . .  will help in the process of sirnplification" 
(Stone, 1986, p. 464). 

A major reason for the complexity and cost-inefficiency of the 

recornrnendations in the 1968 and 1993 reports is that they are intended 

to be of use for al1 countries in the world. However, analytica1 needs 

and data compilation possibilities differ widely al1 over the world. For 



most countries the reports contain a lot of concepts, classifications 

and detail which are quantitatively unimportant or that do not fit to 

its data compilation possibilities. Co, strictly following the interna- 

tional guidelines amounts to clear cost-inefficiencies: smal1 items have 

to be estimated at relatively large costs and no money remains for 

extending the scope and detail or for improving overall reliability of 

the national accounting system. International comparability is not 

served by this state of the art: the actual amount of figures available 

for comparison remains limited and the reliability of these figures is 

still not guaranteed. For example, insufficient attention may be paid to 

to the coverage of the national accounting syctem with respect to 

services and various illegal activities.. Another case in point is the 

use of too s i m p l e  constant price calculations, e.g. by in fact ignoring 

changes in the quality of products. 

The forthcoming revision of the guidelines of the EC offers the 

opportunity to provide another type of guidelines. The EC guidelines 

should contain clear standards that are attainable for most EC-countries 

in the near future. The guideline should do away with vague and inopera- 

tional concepts. It should make clear co what extent adjustments are 

obliged to be made for differences in concepts between administrative 

data sources and those in the 1993 Uniced Nations report (e.g. with 

respect to income in kind or capital Eormation)lg) . A minimum quality 

standard is also nececsary for the constant price ~alculations (e.g. Eor 

al1 kinds of services or for changes in the quality in products). A 

Eirst step towards such a guideline is to investigale the concepts and 

corapilation procedures actually used by the various EC countries. Only 

then can be decided on the ctandards that should be incorporated in the 

The EC guideline should also contain a core set of tables reflecting 

the desired (minimum) scope of the national accounting systerns of EC 

countries. The merits of tables and classifications with a lot of impor- 

19. The adjustments actual ly  made i n  compiling the Dutch national accounts are described i n  

Bos a d  Gorter (1993). Uhen detai led inforrrratim i s  available, adjustments of a h i n i s t r a t i v e  

figures are made, e.g. for parts of the govermient sector. Houever, i n  the absence o f  such 

information, adjustments can not be made. 



tant uses or that are relatively easy to compile should be stressedZ0). 

A case in point is a table on the relationship between figures in the 

national accounts and those in the business accounts. Compiling this 

table is often relatively cheap as business accounts data are generally 

used as inputs in cornpiling national accounts figures. Furthermore, this 

table serves a lot of uses, like planning tax revenues. Such a table may 

also srimulate national governments in providing more resources for 

compiling national accounts figures. The implication of stressing the 

importante of come tables and classifications is that other tables and 

classificarions are given a lower prfority21). This should definitely 

pertain co the Other changes in assers accounts. Instead of cornpiling 

this 'luxury' account, EC countries could better devote their resources 

to compiling e . g .  environmental accounts, a Research and Development 

module or welfare-oriented accounts. 

Such much more practica1 guidelines of the EC would be a great h e l p  

in increasing the cost-effectiveness and international comparability of 

national accounts figures in EC-countries. 

20. A t h i r d  d i s t i n c t i v e  feature o f  the EC guidel ines should be that i t  employs f o r  in ternat ional  

f l ous  l i k e  those o f  cmncdi t ies,  f i nanc ia l  capi ta l ,  in terest  and Labour the d i s t i n c t i o n  betueen 
those betwcen EC-courtr ies end end those with non-EC countries. This would i .a .  inprove the 

a d d i t i v i t y  o f  the nat ional  accounts f igures o f  EC councries (see a lco subsection 5.1.2 on [he 

subsu to r ing  o f  the Rest o f  the Uorld). 

21, f i n d i n g  the balance between data needs and data p o s s i b i l i t i e s  i s  a general problem o f  economic 
s t a t i s t i c s .  The imbalances i n  the type of f igures ac tua l l y  conpi led by s t a t i s t i c a l  o f f i c e s  are 

o f t e n  the f r u i t  o f  h is tory .  Outdated p r i o r i t i e s  can somtimes a lso be discerned in the 

in ternat ional  guidel ines and the data t o  be provided t o  in ternat ional  organizat ions. A c lear  

case i n  point  are f igures on in ternat ional  trade. I n  many cowi t r ies r e l i a b l e  and very de ta i led  

data m inpor ts  and exports of merchandise are avai lab le m n t h l y ,  u h i l e  the f igures on imports 

and exports of services are p ib l i shed  only annually and i n  general not a t  a l 1  deta i ted and 

re l iab le .  Information t o  be provided t o  in ternat ional  organizations, l i k e  the UM, the OECD and 

the EC r e f l u t s  t h i s  pract ice. Also i n  devising new s t a t i s t i c a l  regulat ion fo r  intra-EC trade 

a f t e r  Europe 1992, o l d  pract ice dominates th ink ing about fu ture s t a t i s t i c s  (see Bos, 1 9 9 2 ~ ) .  
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Flsxibiiity in the n atai of National Accounts, Van Eck, B., C . N .  
Corter and H.K. van kinen (1983) 
This paper sets out some of the main ideas of what radually developed 
int0 the Dutch view on the fourth revision of the SR*: In particular it 
focuses on the validity and even desirabilit of the rnclusion of a 
number of carefully chosen alternative definltions in the "Blue Book" . 
and the organization of a flexible s stem starting from a core that is 
easier to understand than the 1968 .Sh. 
The unobserved aconomy a d  t b  National. hcounts fn the Netherlands, a 
semitivity aaalynin, Broesterhuizen G.A.A.H. (1983). 
This a er studies the influence of fraud on macro-econornic statistics, 
espec ! a f 11 GDP. The term "fraudn is used as meaning unreporting or un- 
derreport ng income ( e .  to the tax authorities). The conclus~on of 
rhe analysis of grourh fi ures is thar a bias in the growth of GDP of 
more than 0.5% is very unfilcely. 

Secodary actixdties aiid the National Accounts: Aspects of thtt Dutch 
~~asureaent practica and its effects on the unofficfal econanp, Van 
Eck, R. (1985). 

. . 
In the process of estimatin national product and other variables in 
the National Accounts a nuder of methods is used to obtain inicial 
estimates for each economic activity. These methods are described and 
for each method various possibilities for distortion are considered. 

Comparability of in ut-output tables ia time, Al, P.G. and G.A.A.M. 
Broenterhuizen (1989). 
It is argued that the comparability in time of statistics, and input- 
output tables in articular, can be filled in in various wa s. The way 
in which it is fiPled depends on the structure and object oi! the sta- 
tistics concerned. In thrs respect it is im ortant to differentiate be- 
tween coordinated input-output tables, in wEich groups of units ( indus - 
tries) are divided int0 rows and columns, and analyt~cal input-output 
tables, in which the rows and columns refer to homogeneous activities. 

The uso of chain indices for deflatin the National Accounts, Al, d P.G., B . M .  Balk, S. de Boer and G.P. en Bakker (1985). 
This paper is devoted to the roblem of deflatin National Accounts and 
in ut-output tables. This proglem is approached Brom the theoretica1 as 
weEl as f rom the practica1 side. ~lthough the theoret ical argument 
favors the use of chained Vartia-I indices, the current practice of 
compilating National Accounts restricts to using chained Paasche and 
Laspeyres rndices. Various possible objections to the use of chained 
indices are diccussed and rejected. 

Ravision of tha system of National Accounts: the case for flexibility, 
Van Bochove, C.A. and H.K. van Tuinen (1985). 
IC is argued that the structure of the SNA should be made more f l e x i -  
ble. This can be achieved by meanc of a s stem of a general purpose 
core supplemented with special modules. d i s  core is a fully fledged, 
detailed system of National Accounts with a greater instirutional 
content than the present SNA and a more elaborate description of t h e  
econom ac the meso-level. The modules are more analytic and reflect 
special purposes and specific theoretica1 views. 

fnte ation of input-output tables and sector accounts; a possible 
solu P ion, Van den'Bos, C. (1985). 
The establishment-enterprise problem is tackled by taking the institu- 
tional sectors to whlch the establishments belong inro account during 
the construction of input-out ut ~ables. The extra burden on the con- P struction of ~nput-output tab es resulting from this approach is exa- 
mined for the Dutch situarion. An adapted sectoring of rnstitutional 
units is proposed for the construction of input-output tables. 

A nota OU Ihitch National Accounting data 1900-1984, Van Bochove, C.A. 
1 1  n o c \  
( A 7 0 - J )  . 
This note provides a brief survey of Dutch national accounting data for 
1900-1984, concentrating on national income. It indicaces where these 
data can be found and w at the major discontinuities are. The note 
concludes that estimates of the level of national income rnay contain 
inaccuracies; that its growth rate is measured accurately for the 
eriod since 1948; and that the real income growth rate series for 

f900- 1984 may contain a systematic bias. 



w 0 9  The atructuro of the next SNA: review of tho basic options, Van 
Bochove, C.A. and A.M. Bloem (1985). 
There are two basic issues with res ect to the structure of the Fext 
version of the UN System of ~ationa! Accounts. The first is its sire': 
reviewin thls issue, it can be concluded that the next SNA should con- 
tain an fntegrated meso-economie statistica1 system. It is essential 
that the next SNA contains an institutional system without the irnputa- 
tions and attributlons that ollute the present SNA. This can be 
achieved by distin uishing, !.n the centra1 system of the next SNA, a 
cora (the institutfonal syscen), 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 Account., Al, P.G. (1985). 
Following a conce tual explanation of dual seceoring, an outline is 
iven of a statistical system with complete dual scetoring in vhich the 
finkages are als0 defined and vorked out. Ic is nhown that che SNA 1968 
is incomplete and obscure with respect to the links between the two 
sub-processes. 

NA/11 Backwud and forward linkagar wLth an a plication to ths Dutch agro- 
i n t i 1  c o l e .  Harehoorn. R. (19857.  ome industrie; induce production fn other industries. An elegant 
method is developed for calcularing forward and backward linkages avoi- 
ding double counting. For 1981 these methods have been a plied to 
determine the influence of Dutch agrtculture in the  utc cg econorny in 
terms of value added and Labour force. 

Production chains, Harthoorn, R. (1986). 
This paper introduces the notion of production chains as a measure of 
the hierarchy of industries in the production process. Production 
chains are sequences of transformatron of products by successive i n d u s -  
tries. It is possible to calculate forward transformations as wel1 as 
backward ones. 

The sinultaneous conpilation of current rice and âeflated input- 
output tables, De Boer, S. and G.A.A.M. roesterhuizen (1986). 
A few years a o the method of compiling in ut-output tables underwent 
in the ~etherfands an essential revision !he most significant impro- 
vernent is that during the entire statistical process, from the proces- 
sing and analysis of the basic data up to and including the phase of 
balancing the tables, data in current prices and deflated data are 
obtained simultaneously and in consistency with each other. 

A roposal for the s optic structure of the next SNA, Al, P.G. and 
C.%. van Bochove (19g). 

Features of the hidâen economy in the Netherlands, Van Eck, R. and 
B. Kazemier (1986). 
This pa er precents curve results on the cize and structure of the 
hidden fabour marker in txe Netherlands . 
Uncoverin hidden income distributions: the Dutch approach, van 
Bochove, !.A. (1987). 

Hain national accounting series 1900-1986, Van Bochove, C.A. and T.A. 
Huitker (1987). 
The main national accountin series for the Netherlands, 1900-1986, are  
provided, dong with a brief explanation. 

The httch economy, 1921-1939 and 1969-1985. A comparfson based on 
revised macro-economic data for tha interwar period, Den Bakker, G.P., 
T . A .  Huitker and C.A..van-Bochove (1987). 
A set of macro-economlc tlme series for the Netherlands 1921-1939 is 
resented. The new series differ considerably from the data that had 

geen published before They are als0 more comprehensive , more decailed, 
and conceptually consistent with the modern National Accounts. The 
macro-economic developments that are shotm by the new series are dis- 
cussed. It turns out that the traditional econornic-historica1 view of 
the Dutch economy has to be reversed. 

Constant vealth national income: accounting for war d a m  e vith an ap- 
lieation to the Natherlud., 1940-1945, Van Bochove , C. f. and W. van 
!arge (1987). 



w 2 0  The mìcro-meso-macro linkaga for buslnesa in au SNA-compatible system 
of econoric statistica, Van Bochove, C.A. (1987). 

N ~ / 2 1 ~ c r o - ~ a c r o  link for goverment, Bloem, A.M. (1987). 
This aper describes the way the link between the statistics on govern- 
ment einance and national accounts is provided for in the Dutch govern- 
ment finance statistics. 

NA/22 Soma extensiom of the static O en Leonttef model, Harthoorn, R.(1987). 
Ths reaults of input-out ut anaTysis ara invariant for a transformacion 
of the s sten of units. Euch transforaation can he used to derive the 
~eontie?price model, for foreeasting in ut-output tables and for the 
calculation of cunulative factor costs. h a l l y  the series expansion of 
tha Leontief inverse is used to describe hov certain economic processes 
are spread out over time. 

NA/23 Compilation of household sector accounts in the Netherlands National 
Accounts, Van der Laan, P. (1987). 
This paper provides a concise description of the wa in which house- 1 hold sector accounts are compiled within the Nether ands National 
Accounts. Special attention i s  paid to differences with the recommen- 
dations in the United Nations System of National Accounts (SNA). 

NA/24 ûn the adjutment of tables with ïagrange multipliers, Harthoorn, R. 
and J. van Dalen (1987). 
An efficient variant of the Lagrange method is given, which uses no 
more computer time and centra1 memory then the widely used RAS method. 
Also some special cases are discussed: the adjustmenr of row sums and 
column sums, additional restraints, mutual connections between t a b l e s  
aad three d~mensional tables. 

NA/25 The methodo10 of ths Dutch system of quarterly accounts, Janssen, 
R . J . A .  and S . g  Algera (1988). 
In this paper a description is given of the Dutch system of quarterly 
national accounts. The backbone of the method is the compilation of a 
quarterly input-output table by integrating short-term econornic sta- 
tic tics. 

NA/26 I~utations and re-routeings in the National Accounts, Gorter, Cor N. 
f l  P D \  { A i w o ) .  
Starting out from a definition of 'actual' transactions an inventory of 
al1 imputations and re-routeings in the SNA is made. It is discussed 
which of those should be retained in the core of a flexible system of 
National Accounts. Conce tual and practica1 questions of presentation 
ara brought up. ~umericay examples are given. 

NA/27 Registration of trade in sewices anâ narket valution of fmports and 
exports in the National Accounts, Bos, Frits (1988). 
The registration of external trade transactions in the main tables of 
the National Accounts should be based on invoice value; this i s  not 
only conceptually very attractive, but also suitable for data collec- 
tion purposes. 

NA/28 Tha iristitutional sector classification, Van den Bos, C. ( 1 9 8 8 ) .  
A background paper on rhe conceptual side of the rouping of financing 
units, A limired number of criteria are formulate%. 

NA/29 The concept of (transactor-)units in the National Accounts and in the 
basic syseem of economfc statistics, Bloem, Adriaan M. (1989). 
Units in legal-administrative reality are often not suitable as s t a t i s -  
tical units in describing economic processes. Sorne transformation of 
legal-admlnistratlve units int0 economic statictical units is needed. 
Thls paper examines this transformation and furnishes definitions of 
economic statistica1 units. Proper definitions are especially important 
because of the forthcoming revision of the SNA. 

W/30 Begional income concepts, Bloem, Adriaan M. and Bas De Vet (1989). 
In this paper, the conceptual and statistica1 problems involved in the 
regionallzation of national accounting variables are discussed. Exam- 
les are the re ionalization of Gross Domestic Product, Gross National 

encome, Disposable National Income and Total Incorne of the Population. 



w31 Tho uso of tendsncy surve s in  extra lating National Accounts, Oudde- 
ken, Frank and Gerrit i!ij%nans (1989y 
This paper discusses the feasibility of the use of tendency survey data 
in the compilation of very timely arterly Accounts. Some prelimmary 
estimates of relations between ten 2" ency survey data and regular Quar- 
terly Accounts-indicators are also presented. 

NA/32 An economic core eyster and th. socio-econonic accounts module Eor the 
Nethsrlaads, Gorter, Cor N. and Paul van der Laan (1989). 
A discussion of the core and various t es of modules in an overall 
system of economy related statistics. Gecial attention is paid to the 
Dutch Socio-economic Accounts. Tables and figures for the Netherlands 
are added. 

NA/33 A etma view on concept6 of f n c m  in the National Accounts, Bos, 
~ r z s  ((189). 
In this paper, concepts of income are explicitly linked t? the purposec 
of use and to actual circums~ances. Main choices in defining income are 
resented In a eneral system. The Natfonal Accounts is a multi-purpose 
eramevork. It stould therefore contain several concepts of income. e. g. 
differing with res ect to the production boundary: Furthemore, con- 
cepts of national Pncorne do not necessarily consrltute an aggregation 
of income ar a micro-level. 

NA/% How to treaf boricowing and leasing in  the next SNA, Keuning, Steven J. 
1 1  non\  
\ L 7 7 V / .  

The use of services related to borrowing money, leasing ca ital goods, f and renting land should not be considered as rntermediate nputs int0 
s ecific roduction processes. ft is argued that the way of recordin 
tge use ok financial services in the present CNA shauld remain largefy 
intact. 

NA/35 A s description of sources and metho& used in compiling the 
f l m m b a t e s  of Dutch National Incow 1986. Gorrer. Cor N. and 
others (1990). 
Translation of the inventory report submitted to the GNP Management 
Committee of the European Communities. 

NA/36 The registration of processin in make and use tables and in ut-output 
tables, Bloem, Adriaan H. , s a k  De Boer and Pieter Wind (199q) 
The re istration of processing is discussed primarily with regard to 
its effects on input-output- ty e tables and input- output quotes Links 
between National Accounts and gasic statistics, user demands ani inter- 
national guidelines are examined. Net recording is in general to be 
preferred. An exception has to be made when processin amounts to a 
complete production process. e. g. oil refineries in tke Netherlands . 

NA/37 A proposal for a SA11 which fits into the next System of National 
Accounts, Keuning, Steven J .  (1990). 
This aper shows that al1 Elow accounts which may become part of the 
neut &stern of Narional Accounts can be embedded easil in a Social 
Accounting Hacrix ( S M ) .  In f a c t ,  for many purposes a h 4  format may be 
preferred to the traditional T-accounts for the institutional sectors, 
since it allows f o r  more flexibility in selecting relevant classifica- 
tions and valuation principles. 

M/38 Net vsrsys gross Natiohal Zncone, Bos, Frits (1990). 
In practrce, gross figures of Domestic Product, National Product and 
Nat~onal Iqcorne are most often preferred-to net figures. In this paper, 
this practice is challenged. Conceptual issues and the reliability of 
capital consumption estimates are discucsed. 

~ / 3 9  Concealed interest income of households in the Netherlanda; 1977, 1979 
aad 1981, Kazemier, Brugt (1990): 
m e  major problem in estimating the s i z e  of hidden income is that total 
income, reported plus unreported, is unknown. However, this is not the 
case wich total interest income of households in the Netherlands. This 
makes ir possible to estimate at least the order of magnitude of this 
art of hldden income. In this paper it wil1 be shown that in 1977, 

P979 and 1981 almost 50% of total interest received by households was 
concealed. 



NA/40 Vho caw off worst: Structural change of Dutch value added and enploy-- 
nsnt dasring tho interwar peri&, Den Bakker, Gert P. and Jan de Gijt 

$fP:hlk paper nev data for the intewar period are resented. The dis- 
tribution of value added over indbatries and a breae-down of value 
added into components is iven. Employment by industry fs estimated as 
vell. tíoreover, structuraf changes during the interwar years and in the 
more recent past are jwtaposed. 

M/41 The supply of hidden labour in the Netherlands: a model, Kazemier, 
Brugt and Rob van Eck (1990). 
This paper presents a model af the SU ply of hidden labour in the 
Netherlanda. Model simlation. show tiat the rupply of hidden labour is 
not very sensitive to cyclical flucruations. A tax exem t of 1500 guil- 
ders fot second jobs and a higher probability of detect f on, however, 
may substantially decrease the magnitude of the h~dden labour market. 

NA/42 hnofits Erom ptoäuctiviq growth and the distribution of income, 
Keuning, Steven J. (1990). 
This paper contains a discusision on the measurement of multi£actor pro- 
ductivity and sketches a framework for analyzing the relation between 
productivity changes and changes in the average factor remuneration 
rate by industry. Subsequentl the effectc on the average wage rate by 
labaur category and the housekld primary income distribution are 
s tudied. 

NA/43 Valuation rinciples in s ply and use tables and in the sectoral 
accounts, !euning, steven?. (1991) . 
In many instances, the valuation of transactions in goods and services 
in the national accounts poses a problem. The main reason is that the 
price paid b the purchaser deviates from the price received by the 
producers. d e  paper discusses these problems and demons trates that 
different valuations should be used in the supply and use tables and 
in the sectoral accounts. 

N A / U  The choke of index mmber fotrmlae and weights in the National 
Accounts. A sensitivity analysis based on macro-economic data for the 
fnterwar period, Bakker, Gert P. den (1991). 
The sensitivity of growth estimates to variations in index number 
formulae and weight~ng procedures is discussed. The calculations 
concern the macro-economic variables for the interwar period in the 
Netherlands. It appears, that the use of different formulae and 
weights yields large differences in growth rates. Comparisons of Gross 
Domestic Product rowth rates among countries are presently obscured 
by the use of diderent deflation methods. There exists an urgent need 
for standardization of deflation methods at the international level. 

M/45 Volume measurement of government output in the Netherlands; some 
alternatives, Kazemier, Brugt (1991). 
This paper d~scusses three alternat~ve methods for the measurement of 
the roduction volume of government. Al1 methods yield almost similar 
resuyts: the average annual increase in the last cwo decades of 
government labour productivity is ?bout 0.7 ercent per full-time 
uorker equivalent. Tha implementar~on of eitger one of these rnethods 
would have led to circa 0.1 percentage points higher estimates of 
econornic growth in the Netherlands. 

NA/& h environmental m&le and the complete system of national accounts, 
Boo Abram J. De, Peter R. Bosch, Cor N. Gorter and Steven J. Keuning 
, t  n h i  
( I 7 7 L  

A linkge between environmental data and the National Accounts is often 
limited to the productian accounts. This paper argues that the conse- 
quences of econornic actions on ecosystems and vice versa should be 
considered in terms of the complete System of National Accounts (SNA). 
One should begin with relating volume flows of environmental matter to 
the standard economic accounts. For this purpose, a so-called National 
Accountin Matrix including Environmental Accounts (NAMEA) is proposed. 
This is iflustrated with an example. 



NA/47 Deregulation ud s c d c  rtatistfc8: Europo 1992, Bos, Frits (1992). 
The consequences of dere lation for economic statistics are discussed 
with a view to Europe 19 r' 2. In particular, the effects of the introduc- 
tion of the Intrastat-system for statistics on international trade are 
investigated. It is argued that if the Statistica1 Offices of the EC- 
countries do not respond adequately, Euro e 1992 wil1 lead to a dete- 
rioration of economic statistics : they wif1 become less reliable, less 
cost effective and less balanced. 

NA/48 Th* hiitory of national accounting, Bos, Frits (1992). 
At xesent, the national accounts in most countries are com iled on the f: E bas s of concepts and classifications recommended in the 19 8-United 
Nations uidelmes. In this pa er, we trace the historica1 roots of 
these fdclines (s .g. the wore b King, Pet , Kunets, Keynas, Leon- 'K tief, k s c h ,  Tinbergen and .sroneY, compare t e subrequenc pidelines 
and discuss also alternative accounting systems like extended accounts 
and SAM. 

w 4 9  Quulirp ussessnsnt of macroeconodc figures: Ths Durch Quarterly Flash, 
Reinin a Ted, Gerrit Zijlmans and Ron Janssen (1992). 
Sincs f989-W, the Dutch Central Bureau of Statistics has made prelimi- 
nary estimates of quarterly macroeconomic Eigures at about 8 weeks 
after the end of the reference quarter. Since 1991-11, a preliminary or 
"Flashw estimate of GDP has been published. The decision to do so was 
based on a stud comparin the Flash estimates and the regular Quar- 
terly Accounts figures wFich have a 17-week delay. This paper reports 
on a similar study with f igures through 1991-1x1. 

NA/50 Quali ?Le rovenent of the Dutch Quarterl Flash: A Time Series 
-1 s s o som Semiee Inâustriea, ~einyn~a. Ted and Gerrtt Zij hans 
(1995 
The ~utch Quarterly Flash (QF) is, just like the regulat Quarterly 
Accounts (QA), a fully integrated statistic based on a quarterly 
updated input-out ut table. Not al1 short term statistics used to 
update the QA's 18-table are time1 enough to be of use for the QF, s0 
other sources have to be found or $orecasts have to be made. In lar e 
parts of the service industry the latter is the only possibility. ~ t i s  
paper reports on the use of econornetric techniques (viz. series decom- 
position and ARIMA rnodelling) to irnprove the quality of the forecasts 
in five parts of the service industry. 

NA/51 A Research and Development Module supplemnting the National Accounts, 
Bos, Frits, Hugo Hollanders and Steven Keuning (1992). 
This aper presents a national accounts framework fully tailored to a 
descrEetion of the role of Research and Development (RW) in the 
national economy. The framework facilitates to draw macro-economic 
conclusions Erom al1 kinds of data on R&D (alco micro-data and quali- 
tative information). Figures resented in this wa can serve as a data 
base for modelling the role o! R&D in the nationai economy. 

NA/52 The allocation of time in the Netherlands in the context of the SNA; a 
nocbule, Kazemier, Brugt and Jeanet Exel (1992). 
This pa er presents a module on informal production cup lementing the P Nationa Accounts. It. pur ose is to incorporate inkormaf praduction 
inco the concepts of the SRA. The relation between Eorrnal and inforrnal 
production is shown in the framework of a Social Accounting Matrix 
( S A M i .  To avoid e controversial valuarion of informal production, the 
modu e constists of two SAMs. One expressed in actual rices with 
informal labour valued zero, and ona which expresses &e embedded 
informal labour input rneasured in terms of hours worked. 

M/53 National Accounts anti the ermfrorment: rha case fot: a system's 
a pruach, Keuning Steven J.  (1992). 
T& present set ok main economic indicators should be extended wich one 
or a few indicators on the state of the environment. This paper lists 
various reasons wh a so-called Green Domestic Product is not suitable 
for this urpose. fnstead. a s sten's approach should be followed. A 
National Rccounting Matrix inc 7 uding Env~ronmental Accounts (NAME*) is 
presented and the way to derive one or more separate indicators on the 
environment from this information system is outlined. 



W/54 Hou to treat multi-regioml units and the extra-territoria1 region 
in the Regiona1 Account#?, De Vet, Bas (1992). 
This paper discusses the regionalization of production and capital 
formation by rnulti-regional kind-of-activit units. It also examines 
the circumstances in which a unit may be ca f d to have a local kind-of- 
activity unit in the extra-territoria1 region and what should be 
attributed to this "region" . 

NA/55 A historica1 Social Accounting Kutrlx for the Netherlands (1938), Den 
Bakker, Gert P., Jan de Gijt and Steven J. Keuninh(1992). 
This paper resents a Social Accounting Matrix (S ) for the Nether- 
lands in 1998. including ralated, non-monetary tables on demographic 
characteristics, employment, etc. The distribution of income and expen- 
diture among household subgroups in the 1938 SAM is cornpared with con- 
comittant data for 1987. 

NA/56 Ori ia and development of &e Ihitch Natioaal Accounts, Den Bakker, Gert 
P. h992) 
This pa e; describes the history Öf national accountin in the Nether- 
lands. Atter two early estimater in the be innin of tke nineteench 
century, modern national accounting starte f in t k e 1930s on behalf of 
ths Tinber en model Eor the Ducch econorny. The develo ment spurred up F aftei.~orl$ War I1 to provide data to the government or economic 
plannlng purposes. In the 1980s, the development was towards a flexible 
and institut~onal approach. 

NA/57 Compilin Dutch Gross National Product GNP)' summary re ort on the 
fi-1 ssfimates after the ravision in 1692. Bos. Frics (P992 
This summary report describes the sources and rnethodc used fo; cornpi- 
ling the final estimate of Dutch Gross National Product a f t e r  the 
revlsion of the Dutch National Accounts in 1992. Attention is Eocused 
on the estimation procedures for 1988. A more extensive report is also 
available. 

NA/58 bjor changes and results of the revision of the Dutch National 
Accounts in 1992, Department of National Accounts (1992, forthcoming). 
The revision in 1992 has improved the Dutch National Accounts in three 
ways. First, new and other data sources have been w e d ,  like Production 
statistics of service industries, the Budget Survey and Statistics on 
fixed capita1 formation. Secondly, the integration process has been 
improved by the use of detailed make- and use-tables instead of more 
aggregate in ut-output tables. Thirdly, several changes in bookkeeping 
conventions Rave been introduced, like a net instead of a gross regis- 
tration of processing to order. 

NA/59 A National Accounting Matrix for the Netherlands, Keuning, Steven and 
Jan de Gij t (1992). 
Currently, che national accounts eypicall use two formats for presen- 1 tation: matrices for the Input-Output tab es and T-accounts for the 
transactions of institutional sectors, This pa er demonstrates that P resently available national accounts can easi y be transiorrned into a 
Kationai Accountin Matrix   NA^). This may irnprove both the trani- 
parency and analyt f c usefulness of the complete set of accounts. 

NA/60 Integrsted indicators in a National Accounting Matrix includfng 
environmental accounts (N-); an ap lication to the Netherlands, De 
Haan, Mark, Steven Keuning and Peter 1 osch (1993). 
In this paper, environmental indicators are integrated into a National 
Accounting Matrix.including Environmental Accounts (NAMEA) and are pur 
on a par with the major aggregates in the national accounts, like 
National Income. The environmental indicators reflect the goals of the 
environmental olicy of the Dutch government. Concrete figures are 
presented for i989. The NAMEA is optima11 suited as a data base for 

environment. 
1 modelling the ~nteraction between the nat onal economy and the 

w 6 1  S W d  national accounting concepts, economic theo and data compi- r; lation issues; on constancy and chan e in the United ations-Hanuals on 
national accounting (1947, 1953, 196% and 1993) Bos. Frits (1993) . 
In this paper, the four successlve guidelines ok the United Nations on 
national accounting are discussed in view of economic theory (Keynesian 
analysis, welfare, Hicksian income, input-output analysis, etc.) and 
data compilation issues (e.g. the link with concepts in administrative 
data sources). The new guidelines of the EC should corn lement those of 
the UN and be simpler and more cost-eff icient. It shoufd define a 
balanced set of operat~onal concepts and tables that is attainable for 




	STANDARD NATIONAL ACCOUNTING CONCEPTS, ECONOMIC THEORY AND DATA COMPILATION ISSUES
	Abstract
	Contents
	1. Introduction
	2. Scope and global content 
	2.1 Description
	2.2 Discussion

	3. Production boundary
	3.1 Description
	3.2 Discussion

	4. Principles of valuatlon
	4.1 Description 
	4.2. Discussion

	5. Sectors, units and accounts 
	5.1 Sectors and units
	5.2 Accounts

	6. Assets, capital formation and capital consumption
	6.1 Description
	6.2 Discussion

	7. Intermediate and final consumption
	7.1 Description
	7.2 Discussion

	8. Primary and secundary imcone distribution and saving 
	8.1. Description 
	8.2. Discussion

	9. The boundary of the National Economy: domestic territory, residency, imports and exports 
	10. Main aggregates of product and income
	10.1 Description 
	10.2 Discussion

	11. Constancy and change in the United Nations Manuals on national accounting
	12. Standard national accounting concepts, economic theory and data compilation issues
	References
	Index
	National Accounts Occasional Papers


