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PREFACE 

This report presents the new System of National 
Accounts (for short, SNA) which the fifteenth session 
of the Statistical Commission adopted for the use of 
national statistical authorities and in the international 
reporting of comparable national accounting data [reso
lution 1 (XV)]. The new system is a revision and 
extension of the SNA which was formulated in 1952 
and _issued in earlier versions of this publication. 

The new SNA provides a comprehensive and de
tailed framework for the systematic and integrated 
recording of the flows and stocks of an economy.. It 
brings together data ranging in degree of aggregation 
from the consolidated accounts of the nation of the 
old SNA to detailed input-output and flow-of-funds 
tables into an articulated, coherent system. The produc
tion account of the old SNA is disaggregated into input
output accounts in respect of industries and commodi
ties and the flow "net lending or borrowing" is disw 
membered into the transactions in financial assets and 
liabilities of the institutional sectors and sub-sectors of 
an eco:10my. The income and outlay and capital 
accounts of the nation are divided into the corre
sponding accounts for institutional sectors and sub
sectors; and balance sheet accounts for these categories 
of transactors, and the nation, are added to the accounts 
of the old SNA The new system incorporates addi
tional classifications in respect of the activities of 
government and private non-profit bodies and transfers 
of income so as to furnish much more adequate tabu
lations of data than the old SNA concerning the effects 
of these bodies on the economy, the provision of social 
and community services, and the redistribution of in
comes. It also integrates constant-price data in respect 
of the supply and disposition of goods and services 
into the structure of the system. 

These extensions in the SNA grew out of the work 
in national accounting carried out during the last fifteen 
years and the uses made of the national accounting 
data in economic and social analysis, planning and 
decision-making The national and international ex
perience gained in using the old SNA also Jed to 
clarifying and modifying certain definitions and classi
fications in the new system. The intensive efforts in 
recent years to bring the SNA and the System of 
Material Product Balances (MPS) closer together con
tributed to the modification of definitions and classi
ficatlons in the new SNA Where in the case of an 
important item, it was not feasible to reach full com
parability between the new SNA and the developed 
MPS, sufficient detail is provided in the relevant 
classifications so that it will be possible to pass from 
one system to the other.. 

The new system, like the old SNA, is designed to 
provide international guidance to national statistical 
authorities who wish to improve, elaborate and extend 
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their national accounts and their systems of basic sta
tistics. Since it integrates and links the definition and 
classifications of all flows and stocks into a coherent 
structure the new SNA furnishes an excellent means 
for plan~ing the gathering and compiling of the co
ordinated bodies of basic data required for purposes of 
economic and social analysis. The new SNA is also 
to serve as a basis for the reporting of comparable 
national accounting data to the United Nations and 
other international bodies, and for constructing co
ordinated international guidelines and standards in 
respect of more specialized bodies of economic, finan
cial and other statistics. Thus, for example, the recently 
revised international recommendations concerning in~ 
dustrial statistics have been made consistent with the 
system; FAO, UNESCO and WHO ~re elaborating 
statistics in respect of agriculture, education and h_ea!th, 
respectively, from the new ~NA; and _the Stat1st1cal 
Office of the United Nations 1s constructmg systems of 
income distribution statistics and price and quantity 
index numbers in the framework of the new SNA 
and MPS. 

The new SNA is intended to furnish goals for 
advancing national accounting and _systems _of basic 
statistics in the foreseeable future. It 1s t'ecogmzed that 
it will· take a number of countries many years before 
they can compile all the data of the full system. In 
the case of the developing countries, the chapter of this 
report which is devoted to discussing th~ ways in wh,ich 
they might adapt the full system to thelf own require
ments and circumstances, includes a suggested order of 
priorities in which they might develop the standard 
accounts and tables of the system. In the case of other 
countries, broad orders of priority of compilation are 
discussed in the chapter on the standard accounts and 
tables. Expansion in the international reporting of the 
data of the new SNA will reflect the pace at which the 
national compilation of the standard accounts and 
tables progresses. 

The objectives, structure. and concepts of the new 
SNA which are presented m the first four chapters of 
this ;eport, are primarily i~tend~d to supI?lY guidance 
concerning the framework m '."h1ch _countnes may sys
tematize, expand and use thetr nat10nal accounts and 
co-ordinated basic statistics. The concepts, problems 
and methods of input-output analysis of the data of the 
production, consumption expenditure and capital f?r
mation accounts of the system, and of coherent pnce 
and quantity index numbers. in respect. of these 
accounts are also discussed m that port10n of the 
report. The framework of _the ~ystem is e(aborated into 
full definitions and class1ficat1ons and mto standard 
accounts and tables in the next four chapters of this 
report These definitions and classifications are designed 
to be adaptable by countries for use in their national 



accounting and gathering and compiling aligned bodies 
of economic, financial and other statistics; and are basic 
to the international reporting of comparable national 
accounting data. The standard accounts and tables are 
intended as guidance to the compilation of the data of 
the system which should generally be useful for pur
poses of economic and social analysis and decision
making; and as the basis for the international reporting 
of data. The last chapter of this report suggests various 
ways in which developing countries might adapt and 
build the new SNA in the light of their own needs and 
circumstances, 

While balance sheet accounts are an integral part of 
the new system, this report does not provide full defini
tions and classifications or standard accounts and tables 
in respect of these data. It does delineate how the 
balance sheet accounts are integrated into the frame
work of the new SNA; and describes the structure and 
concepts of these accounts. Detailed proposals in re
spect of the definitions, classifications and standard 
compilations of balance sheet statistics will be founded 
on these concepts; and will be the subject of interna
tional discussions during the next year or two. When 
the Statistical Commission adopts detailed international 
guidelines in respect of the balance-sheet accounts of 
the new system, they will be issued as an addendum 
to this publication. Aspects of national accounting and 
related topics in addition to those already mentioned, 
which should be the subject of future work, are the 
extension of the new SNA into regional accounting, 
statistics of research and development which fit into 
the new system, and a coherent system of demographic, 
manpower, educational and other social statistics which 
is co-ordinated with the national accounts. 

The new SNA is the result of international studies 
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and discussions carried on during the last four years 
or so. It reflects the practice, experience and views of 
the statistical authorities of countries which vary in 
economic and social systems and differ in stage of 
economic and social development It also takes into 
account the recommendations and experience of inter
national agencies in respect of related areas of statistics. 
The new system was developed with the assistance and 
advice of an Expert Group convened by the Secretary
GeneraL The members of the Expert Group were: 
Mr. O .. Aukrust, Central Bureau of Statistics, Norway; 
Mr. B. Ferran, Central Bank of Venezuela; Mr. Earl 
Hicks, Statistical Bureau, International Monetary Fund; 
Mr. George Jaszi, Office of Business Economics, United 
States; Mr. l D Mayer, National Institute of Statistics 
and Economic Studies, France; Professor M. D. 
McCarthy, first, Central Statistical Office, Ireland and 
later, The Economic and Social Research Institute, 
Ireland; Mrs. M. Mod, Central Statistical Office, 
Hungary; Mr. C A Oomens, Central Bureau of Sta
tistics, Netherlands; Professor Richard Stone, Depart
ment of Applied Economics, University of Cambridge, 
England;- and Dr. S. G. Tiwari, Central Statistical 
Organisation, India Also participating in the Group 
were representatives from the statistical services of the 
Organisation for Economic Co-operation and Develop
ment and the European Economic Community. At the 
invitation of the Group, Professor Richard Stone acted 
as chairman of each of its three sessions. 

The Secretariat, on behalf of the United Nations, 
wishes to express appreciation to these experts for the 
invaluable contribution which they have made to the 
development of national accounting internationally. A 
debt of gratitude is also due to the organizations with 
which the experts were associated for enabling them 
to participate in this valuable work 
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Chapter I 

INTRODUCTION 

The System of 1953 

L J The original United Nations System of National 
Accounts and Supporting Tables (or SNA for short) 
was first published in 1953, It provided a coherent 
framework for recording and presenting the main flows 
relating to production, consumption, accumulation and 
external trade, This framework took the form of a 
set of six accounts sufficiently simple to be contained 
on two pages of the report Further detail was relegated 
to a set of twelve supporting tables which took one 
(or more) of the entries in the accounting system and 
subdivided it in one or more ways The original report 
was entirely concerned with flows expressed in current 
money terms and did not go into the problems of 
making estimates at constant prices. The main purpose 
of the work was to provide a uniform basis for report
ing national income statistics, though it was also expec
ted that it would be of help to countries wishing to 
undertake studies in this field 

12, The system of 1953 was essentially a step on 
the road to setting out clearly and concisely a frame
work within which the statistical information needed 
to analyse the economic process in all its many aspects 
could be organized and related But, as its authors 
recognized, it was only a first step. "Thus", they wrote 
in chapter I, "if a start is made with a system of 
national accounts such as is described in this report, 
the production account could be subdivided so as to 
display the commodity flows between industries which 
are the central feature of input-output studies. In a 
similar way, by a suitable elaboration of the accounts, 
it would be possible to introduce all relevant financial 
flows into the same system, The accounting structure 
could then be completed by adding balance sheets for 
the different sectors of the economy., Finally it would 
be possible to express in constant prices the principal 
product flows and stocks in the system", 

L3. Any attempt to carry out this whole programme 
was thought, at the time, to be premature. Although 
some work had been done in each of the fields men
tioned, it was insufficient, except in the case of the 
national accounts expressed in current money terms, 
to provide an acceptable basis for international stand
ards. Since then the position has changed: an unprece
dented amount of work has been done in all the fields 
referred to in the original report and much economic 
analysis has been based on this work; in addition a 
succession of international conferences, official and 
private, has helped to develop a general consensus of 
opinion on many matters of detail, As a result, it is 
now thought that the time has come to extend and 
revise the old SNA so as to provide a full and detailed 
treatment of stocks and flows in an economy, 
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Subsequent developments and the scope of t,1e 
new system 

1.4 The work of the last fifteen years which is 
relevant to this report has proceeded in two directions: 
the elaboration and extension of national accounting 
and the construction of disaggregated economic models 
Each of these developments has helped to make possi
ble the formulation of the new system and at the 
same time has made a new system necessary if interna~ 
tional standards and international reporting are to 
keep pace with the work that is going on in a large and 
increasing number of countries. 

1 .5 Let us look first at what has been happening in 
the lield of national accounting, Experience with the 
old SNA showed the need for clarifying concepts and 
definitions beyond what was possible by means of the 
minor amendment~ undertaken in the late nineteen
fifties Although the general framework of the national 
accounts has not changed much, with the passage of 
time more and more detail hss been added; simple 
aggregates have come to be divided in various ways. 
These developments have largely been undertaken to 
meet the growing needs of economic analysis and, in 
the absence of a comprehensive and detailed frame
work, have resulted in a. tendency for new material to 
take variant forms in differents parts of the world. 
More attention has been given to estimates at constant 
prices and, in particular, to expressing the main pro
duct flows and their components in these terms, In 
addition, the last few years have seen intensive efforts to 
bring the SNA and the MPS (the system of material pro
duct balances) closer together This has been achieved 
in part by clarifying conceptual differences between 
the two systems, in part by modifying definitions and 
classifications so as to improve comparability and in 
part by providing sufficient detail in each system to 
make reclassification possible at a number of impor
tant points. 

1.6. The statistical endeavour which these develop
ments have brought about has not been restricted to 
producing more and better standard tables on the 
lines of the old SNA; it has also been directed to 
opening up new areas of statistical tabulation. In par
ticular, great emphasis has been placed on the sub
division of the production account into industries and 
other producers and on tracing the product flows 
between these industries; there are few countries nowa
days that have not constructed at least one input-output 
table The attempt to integrate such tables into a system 
of national accounts leads to a whole range of proMems 
that did not arise under the old SNA but which are 
treated in some detail here. 



L 7. Input-output is not the only area in which the 
national accounts have been extended; a considerable, 
though smaller, amount of effort has been put into 
separating out the many financial sectors of the econo
mic system and into examining in detail their issue 
(and redemption) of different kinds of financial liability 
and their acquisition of different kinds of financial 
asset In addition to input-output tables, which show 
the product flows between different groups of pro
ducing units, a number of countries have also prepared 
flow-of-funds tables which show the flows of financial 
claims that enable the surplus saving of some groups 
of financing units to provide the external funds needed 
by sectors whose capital expenditure exceeds their saving, 

l ,8 The_ third area mentioned in the report of 
1953, namely the construction of national and sector 
balance sheets, has so far received only a limited 
amount, of ~ttention from official statisticians although 
the sub1ect IS on the agenda for international discussion 
in the near future. Several countries have already 
made partial studies and in a few cases complete sys
tems of _sector balance sheets have been set up, The 
taxonomic probkms involved have much in common 
with those encountered in constructing flow-of-funds 
tables and the experience gained in the countries that 
have tried to establish sector balance sheets enables 
the statistical and other practical problems to be fairly 
fully described. 

l .9 Since all these extensions are nothing more 
than the elaboration of some part of a system of na
tional accounts, mere tidiness of mind would suggest 
that eventually a common framework, an extended 
system of accounts and balances, should be devised to 
ae_eommodat~ them all But apart from tidiness of 
mrnd there 1s another factor that has stimulated a 
systematic approach 

l. ! 0. This ~ther factor is the. second development 
mentioned earlier: the constructmn of disaggregated 
~odels as an aid to economic analysis and policy The 
highly aggregated econometric models which started 
to be built about a generation ago took as their princi
pal variables the main aggregates in the national ac
counts: output, consumption, saving, investment and 
so on. Fo~ ~any purpos~s of both analysis and policy, 
howeve_r, . It Is not sufficient to work with aggregates 
alone; It 1s also necessary to look at many aspects of 
an e~onomic system in greater detail. As a result, eco
nomic models are. now built in which the main aggre
gates are subdivided, or disaggregated Where this is 
done many of the problems which arise in building 
aggregated models are exacerbated and some new ones 
are added .. In the first place, it is as necessary as it 
ever was to be clear about the arithmetic and account
ing identities which connect the variables but as there 
are now many more of them, the problem is ;omewhat 
enlarged._ I_n the_ second place, as soon as aggregates 
are subd1v1d:d, !t becomes necessary to classify their 
components rn different ways according to the point of 
view that IS relevant in different parts of the analysis, 
Thus the goods and services bought by private consu
mers are usually grouped together on the lines of a 
shopping-list whereas tho$e bought by public authorities 
are us~ally grouped together under various purposes: 
education, health and so on These classifications which 
relate to the two main branches of consumptio;, differ 
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from one another and they also differ from a classifica
tion of the products of industries. In order to analyse 
consumption it is nece~sary to _work with the appro
priate consumer categones; and m order to analyse the 
industrial implications of particular consumption levels 
it is necessary to convert the demands of consumers 
into categories of products. In the third place, general 
economic and accounting principles are not sufficient 
to resolve all taxonomic problems, as is largely the 
case with the main aggregates; in addition, the needs 
of particular forms of analysis, fo: example input-out
put analysis, contribute to the choice of solution, 

J JI. The principal technical consequence of all 
these developments is that it becomes necessary to 
maintain coherence in a much enlarged system of rela
ted concepts, Experience shows that a framework of 
balancing accounts continues to provide a satisfactory 
solution, To make this possible, however, certain re
quirements must be met of which the more impor
tant are the following .. 

I.I 2, The concept of account must be extended 
in various ways. In addition to the accounts of trans
actors, the accounts proper one might say, it is neces
sary to introduce another form of balancing statement 
or account which shows how alternative classifications 
are related to one another. A familiar example of this 
second type of account is the so-called dummy account 
which can be used to collect together income arising in 
the various industries and to allocate it among the 
institutional sectors that finally receive it The same 
technique can be applied wherever the elements of one 
classification are to be transformed into those of an
other An example is the transformation of government 
consumption for a particular purpose, such as educa
tion or health, into the various products, labour servi
ces and so on of which it is composed, 

I.I 3 While a great variety of classifications can 
be introduced into an accounting system by the means 
just described, care must be taken to restrict the num
ber of classifications that interact together in any part 
of the system. For example, in analysing government 
consumption it is necessary to work with a purpose clas
sification but in analysing the industrial implications of 
this consumption it is necessary to work with a classi
fication of the characteristic products of industries. It is 
not, however, necessary to subdivide these products fur
the1 according, say, to the legal form of organization of 
the units in which they are made. In the new system, the 
interaction of classifications is limited to pairwise inter
action; almost all useful information can be represented 
in this way and severe statistical difficulties set in if 
higher interactions are to be recorded, 

J 14. The complexity of. the. new_ system requires 
a suitable form of presentation 1f It 1s to be possible 
to grasp the system as a whole without losing sight of 
its components. In presenting the new system a set of 
accounts would not be convenient; it wou]d require a 
fairly large book to contain the whole set of accounts 
and the structure of the system would be completely 
lost Experience shows that a matrix, with component 
submatrices, enables a large system to be written down 
compactly while at the same time the position of every 
element in the system is clear_ The use of matrices is 
simply a means of communicating the structure of the 
system to someone who wants to understand it in detai]; 
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for most users, the main contents of the system can 
readily be presented in standard accounts and tables, as 
is done in chapter VIII below, 

Methods of presentation 

LI 5 Before an attempt is made to present a 
sketch of the new system (a detailed presentation is 
given in the next chapter), it seems desirable to exem
plify the method of presentation that will be adopted 
and show how this method is ,elated to various alter
natives with which some readers may be more familiar. 

L 16, In doing this a very simple system will be 
chosen, namely one consisting of four accounts for 
the nation relating respectively to production, consump
tion, accumulation and external transactions At this 
stage, many points of detail will be ignored The pre
sentation and extensions of the accounting structure in 
this and the following sections will be illustrated numeri
cally so that the connexions between the various 
forms of presentation of the simple system and between 

these and the various extensions introduced can easily 
be traced 

LI 7 In this example, the four accounts contain ten 
entries and are so familiar that no further introdllction 
is needed The four methods of presentation, (a) 
strai&htforward accounts, (b) balance statements, (c) 
matnces and (d) equations, can be set out as follows 

SIRAIGHIFORWARD ACCOUNTS 

Ll 8, These accounts arc balancing statements with 
outgoings on one side and incomings on the other. 
This form is clear and familiar. But it is not at all 
concise: every transaction must be written down twice, 
once _as. an outgoing and once as an incoming; and the 
descnptron of each transaction must likewise be writ
ten down twice, once in the account of the payer and 
once in the account of the receiver. 

1.19 - An accounting presentation of the four ac
counts of the nation is set out in table l . L This 
example is intentionally simplified and the terminology 

Table LL The four accounts of the nation 

L PRODUCTION 

1 

2 

6 

7, 
8, 

12 
13 

14, 

(Domestic Product Account) 

Outgoings I11comi11y.1 

Gross income payments (value 3. Sales of consumption goods ( 6) 
added) (9) 255 4 Sales of capital goods ( 12) 

Purchases of imports ( I 8) 54 5, Sales of exports (16) 

Outyoiny, 

Purchases of consumption 
(3) 

TOTAL 309 

2- CONSUMPTION 

(Income and Outlay Account) 

/11comillys 

goods 9. Gross income receipts 
210 mestic production ( 1) 

TOTAL 

from dow 

Saving (15) 27 10. less Provisions for the consumpw 
Net current transfers abroad ( 19) 4 tion of fixed capital (l 3) 

IL Net distributed factor 
from abroad 

TOTAL 241 

3 ACCUMULATION 

(Capital Transactions Account) 

O«lgoi11ys 

Purchases of capital goods ( 4) 47 15 Saving 

Jess Provisions for the consump,-
tion of fixed capital ( 10) -19 
Net lending abroad (20) -1 

ToTAl. 27 

3 

( 7) 

(17) 

l11comi11g.1 

incomes 

TOTAl, 

TOT Al-

210 
47 
52 

309 

255 

-19 

5 

241 

27 

27 

Table 1,1 co,1ti1111cs 



Table 1.1. The four accounts ~f the nation (continued) 

4, THE REST OF THE WORLD 

(Balance of Payments Account) 

011tyoi11ys 

16. Purchases of exports ( 5) 52 
17 Net distributed factor income 

payments (II) 5 

TOTAL 57 

adopted is designed to bring out the nature of transac
tions as seen from different points of view. Thus item 
3 in the first account is described as "sales of consump
tion goods" while its contra-entry, item 6 in the second 
account, is described as "purchases of consumption 
goods". However, the relationship of this simple 
example to the new system will soon become apparenL 

1.20.. In this example, all the transactions in a 
national economy have been reduced to a small num
ber of aggregates. But in order to represent the 
system by means of accounts it has been necessary to 

Incomings 

18 Sales of imports (2) 54 

19. Net current transfers (8) 4 
20.. Net borrowing ( 14) -1 

To·TAL 57 

show each entry and its description twice. In the 
present case this does not matter very much because 
there are only four accounts and ten entries. The 
position is very different if we are dealing with several 
hundred accounts and several thousand entries. 

BALANCE STATEMENTS 

1.21 These statements permit a single description 
of each entry but _still require each ent~y to appear in 
two places In this form, the accountmg system just 
described would be shown as in table 1.2. 

TabJe 1..2. A balance statement of the four accounts of the nation 

011tgoi,1r1s Incomiiigs 

§ = ,§ = 
< :t - < ~ -.2 ;;. ~ ~~ 2 j, ~ ·~ 
0 E 

' 
.. 0 E tn:: 

'S ~ § t:~ ~ • = ~s 
~ ~'S ~ d " '" <1 " ~~ n. "' n. "' 

I 2 3 4 I 2 3 4 

210 Consumption goods 210 

47 Capital goods 47 

52 Exports 52 

54 Imports 54 

Gross income from domestic 
255 production 255 

Provisions for the consump· 
-19 tion of fixed capital -19 

Net distributed factor in-
5 comes from abroad 5 

4 Net current transfers abroad 4 

27 Saving 27 

-1 Net lending abroad -1 

309 241 27 57 TOTAL 309 241 27 57 

MATRICES 1.22. This form of presentation is probably not as 
familiar to most people as is the accounting form set 
out in paragraph L 19. It is more economical of space 
than. table I. 1 and it is perfectly clear. It is, however, 
possible to produce a third form of presentation which, 
if even les_s familiar, is equally clear and considerably 
more concise, 

I .2.3. Matrices permit each transaction to be rep
resented by a single entry and the nature of th~ trans
action to be inferred from its position .. ln this form of 
presentation, each account is represented by a row 
and column pair and the convention is followed that 

4 
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incomings are shown in the rows !:ind outgoings are 
shown in the columns Thus, in matrix form, the simple 
system appears as in table I 3. 

L 

2 

3 

4 

Table 1.3. The four accounts of the nation 
in matdx form 

1 2 3 4 

Production 210 47 52 

Consumption 255 -19 5 

Accumulation 27 

The Rest of the 
World 54 4 -1 

T01Al 309 241 27 57 

Total 

309 

241 

27 

57 

I 24. This presentation, though less familiar than 
the two preceding ones, is equally clear and far more 
concise. It has, moreover, a further great advantage 
in that it need not be changed even if the categories 
employed are all subdivided In the example, each 
entry is a single number: Total expenditure on con
sumption goods= 210; total saving= 27; and so on. 
But the moment we subdivide production to show the 
output in different industries and subdivide consump
tion to show the use of products in different consuming 
sectors, consumption can no longer be represented 
by a single number but requires a rectangular array of 
numbers (a matrix) with as many rows as there are 
industries and as many columns as there are consum
ing sectors. In this array the entry in the it• row and 
the ku, column represents the output of industry j con
sumed directly by consuming sector k: the textile pro
ducts consumed directly by private households, let us 
say. Once this is understood the little matrix of the 
national accounts with its four rows and four colum'ns 
and its ten non-zero entries can be used to represent 
an altogether more detailed system. Each entry can be 
interpreted as a matrix ( or submatrix as it is usually 
called with reference to the main matrix). Thus the 
little matrix can represent a big matrix on the under
standing that although each category is divided into 
subcategories we do not need to specify these subcate
gories in our representation. If there are q producers, 
r consumers, s accumulators and t categories into which 
the rest of the world is divided, then, if the pattern of 
their transactions is as given in the little matrix, this 
matrix, without any addition, will represent the whole 

system of transactions however many elements there 
may be in each of the classifications, In this way the 
mind is freed from the absorption of unnecessary detail 
and is available for worthier tasks, By following a con
cise, economical notation, a good notation as mathe
maticians would say, we can see the wood and at the 
same time retain the trees, 

L25, But this is not the only advantage of a ma
trix presentation. If we follow an accounting presenta
tion we naturally think of accounts (the row and 
column pairs in the matrix) as relating to transactors. 
But, as we have seen, this idea is lacking in generality. 
In describing an economic system we are not only 
interested in the interactions between transactors but 
also in the interactions between the categories they 
use in describing what they are doing. For example, 
consumers buy goods and services, let us say clothing, 
and this item in the consumers' budget puts demands on 
the products of the textile, clothing and rubber indus
tries and on the transport and distributive activities 
associated with these demands. This change of classifi
cation, from a consumers' classification to ·an industrial 
classification of products can equally be represented 
as an account: a category, expenditure on clothing let 
us say, receives money from the income and outlay 
account of consumers and spends it on the various 
industrial products which contribute directly to provid
ing clothing. In this case the account, the balancing row 
and column, relates not to a transactor but to a good 
and represents the fact that what is spent on that 
good is equal to the elements which make up that ex
penditure classified from a different point of view. 

L26. Let us now see what would happen to the 
little matrix of four rows and four columns if, in 
addition to production, consumption, accumulation and 
the rest of the world, we recognized a fifth category, 
consumers' goods and services. If we add this category 
as a fifth row and column, the result is as shown in 
table 1.4. 

L27. If we compare this matrix with the earlier 
one, we can see that if we think only of aggregates and, 
in particular, of total consumers' expenditure, then the 
fifth account is entirely redundant and we have added 
nothing useful to table L3. If, however, we think of 
the entry in row 1 and column 5 of table 1 .4 as a 
submatrix, with industrial products in the rows and 
consumers' goods and services in the columns, and ii 
we think of the entry in row 5 and column 2 of the 
same table also as a submatrix, with consumers' goods 
and services in the rows and consuming sectors in the 

Table 1.4. An extension of the national accounts in matrix form 

1 2 3 4 5 Total 

1 Production 47 52 210 309 

2, Consumption 255 -19 5 241 

3,, Accumulation 27 27 

4 The rest of the world 54 4 -1 57 

5, Consumers' goods and 
services 210 210 

TOTAL 309 241 27 57 210 

5 



columns, then the addition of a fifth row and column 
is not redundant at alt But the fifth row and column 
(and the component rows of the fifth row and the 
component columns of the fifth column) are also 
accounts, mathematically indistinguishable from the 
transactor accounts. Thus we can give accounts a signi
ficance which is not ordinarily associated with them: 
they are a means of representing categories and their 
intersection shows the interaction of one set of cate
gories with another. This thought leads on to the fourth 
and final method of presentation we shall consider. 

EQUATIONS 

1.28. Equations of the simplest kind can be used 
to represent the equalities of outgoings and incomings. 
Thus the accounting system of table 1.3 can be ex
pressed by four equations, three of which are inde
pendent, namely 

255 + 54 -
210 + 27 + 4 _ 
47 19 1 

52 + 5 _ 

210 + 47 + 52 

19 + 255 
(1.1) 

5 (L2) 

(L3) 

(1.4) 

27 

54 + 4 -

, 1.29. The first of these equations shows that gross 
mc~me payments (value added), 255, plus purchases 
of imports, 54, are equal to sales of consumption 
goods, 210, plus sales of capital goods, 4 7, plus sales 
of exports, 52. This equation is often written in the 
form 

255 = 210 + 47 + (52 - 54) (1.5) 

which shows value added equal to sales of consump
tion and capital goods plus net exports. 

L30. The second equation shows that purchases 
of consumption goods, 210, plus saving, 27, plus net 
current transfers abroad, 4, are equal to gross income 
from don:estic production, 255, less provisions for the 
consumpt10n of fixed capital, -19, plus net distributed 
factor incomes from abroad, 5. 

1.3 L The third equation shows that purchases of 
capital goods, 4 7, less provisions for the consumption 
of fixed c~pital, -,19, plus net lending abroad, -1, 
equals savmg, 27, smce capital transfers are not intro
duced into this example. 

1..32. The fourth equation, which can be obtained 
by adding together the first three and cancelling out 
terms common to both sides, shows that purchases of 
exports, 52, plus net distributed factor income pay
men)s, 5, by the rest of the world are equal to the 
receipts of the rest of the world from sales of imports, 
54, from current transfers, net, 4, and from borrowing, 
net, -1. 

1. 33. This form of presentation is familiar and clear 
but it has two disadvantages The more important of 
these is that it considers one account (or set of accounts 
or ~ategory) at a time and does not bring out the inter
action of these accounts. The less important is that 
this method of presentation can only be reduced to a 
small number of equati?ns, in any !>ut highly aggrega
ted cases, if the equations are wntten out in matrix 
form. These, too, suffer from the first defect. 
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METHODS OF PRESENTATION ADOPTED 

L 34 In presenting the new system in this and the 
following chapter, use will be made of a combination 
of matrices and accounts. In the following two sections 
of this chapter, the simple numerical example of table 
L3 is extended to include opening and closing balance 
sheets and to introduce the main categories of the 
new system. This elaboration is carried out in terms 
of matrices In the following chapter, the numerical 
example is further extended in matrix form so as to 
illustrate all the categories of the new system. As the 
role and treatment of each category is described, the 
entries in a representative row and column of the ma
trix are in many cases also set out in the form of an 
account This is done wherever it is helpful in providing 
a link between the conceptual scheme and the detailed 
standard accounts of chapter VIII and also in the case 
of national and sector balance sheets which are not 
spelled out in detail in that chapteL 

The introduction of balance sheets 

1.35. So far, only transactions (flows) have been 
accounted for; assets and liabilities (stocks) have been 
ignored. At the highly aggregated level of the national 
accounts, it is a simple matter to account for stocks by 
extending table 1.3 to include opening and closing 
balance sheets. 

1.36. Reduced to its simplest terms a balance sheet 
shows for a sector or set of sectors such as a national 
economy: (i) the written-down value of tangible assets 
held plus the excess of financial claims held as assets 
over financial claims issued as liabilities; and (ii) the 
net worth of the sector. At any point of time, these 
two amounts are equal. The entries in the opening and 
closing balance sheets of a period are connected as 
follows. Net assets at the end of a period are equal to 
net assets at the beginning plus net investment at home 
and abroad in the period plus revaluations needed to 
adjust assets previously acquired or liabilities previous
ly issued to the prices holding at the closing date. Simi
larly, net worth at the close of a period is equal to net 
worth at the beginning plus the new saving available 
in the period (which will all come from national sources 
if, as in this chapter, capital transfers are ignored), plus 
revaluations as before. Since net worth can only be 
revalued by applying to it the revaluation calculated 
from the price movements of tangible assets and finan
cial claims and since saving is equal to net investment, 
it can be seen that the opening and closing balance 
sheets are linked by revaluations and the entries in the 
capital transactions account. 

1..3-7. The extension of the national accounts in 
this way is set out in table 15. 

L3 8. In this table, the entries in the transaction 
accounts cf table 1 .3 (apart from the account totals) 
are reproduced unchanged in the inner rectangle and 
the information on net assets, net worth and revalua
tions is shown in rows and columns l, 6 and 7 which 
surround this inner rectangle. Opening net assets ap
pear in row 1 and column 4, the revaluation of net 
assets appears in row 6 and column 4 and closing net 
assets appear in row 7 and column 4. In a similar way, 

L 
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Table J.5. The national accounts, including balance sheets, in matrix form 

I 2 3 4 5 6 7 

1 Opening assets, net 693 

2 Production 210 47 52 

3 Consumption 255 -19 5 

4 Accumulation 693 27 44 764 

5 The rest of the world 54 4 -1 

6. Revaluations 44 

7 Closing assets, net 764 

Note .. In the columns net assets are balanced by net wonh 

opening net worth appears in row 4 and column I, the 
revaluation of net worth appears in row 4 and column 
6 and closing net worth appears in row 4 and column 7 

I 39. Table 1.5 shows the relationship of the 
balance sheet to the transaction accounts when the sys
tem is presented in a high!~ consoli_dated,. net form. 
Minor changes are needed 1f financial claims issued 
are shown under the heading of liabilities so that 
holdings of financial clain:s a_re_ rec".rded on a gross 
basis and if the economy 1s d1v1ded mto a number of 
sectors.. The resulting complications are illustrated 
below 

A diagrammatic presentation 

1.40. At this point, before more detai_l is int'.oduced 
into the system, it may be useful to provide a d1agra".'
matic presentation of the flows and stocks shown m 

table I 5. This is done in diagrams I.I and 1.2 below, 
which make use of the familiar apparatus of boxes 
linked together by arrows, with indications of the 
nature and size of the flows and stocks represented. 

1 41. Diagram J 1 is restricted to the information 
contained in the inner rectangle of table 1.5, that is 
to say to the flows connecting the four accounts of the 
nation 

1.42. The four boxes in this diagram represent the 
four accounts of the nation and the arrows represent 
flows between them as set out in table 1.5. The fact 
that each account balances is reflected in the diagram 
by the equality of the total inflow and total outflow 
at each box 

1.43. The introduction into the diagram of the 
remaining information contained in table 1.5 is shown 
in diagram 1.2. Here, the four accounts are partitioned 
into two subsets: accumulation on the one hand and 

Diagram I.I. The four accounts of the nation 

54 Imports 

255 5 

Gross VCllve Cldded - Consumption 
Net distributed 
factor incomes 
from abrotld 

210 4 The rest of 
Production the wo:ld Consumption Net current 

expenditure transfers 
abroad 

-19 
27 minus Consumption of 

Saving fixed c.apital 

47 -1 
Accumulation 

Gross domestic Net lending abroad 
capital formation 

52 Exports 
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Diagram 1.2. The connexions between opening and closing assets and liabilities 
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44 
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44 

764 

Closing 
liabilities 

ning § ' 47-19-1=27 
J .1 Closing 
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693 

the remaining three accounts on the other hand. This 
partitioning is represented by enclosing the two subsets 
in larger boxes For simplicity, the accounts for pro
duction, consumption and the rest of the world are 
consolidated; and this is represented by leaving out 
all the arrows that do not have one terminal in the 
account for accumulation 

1.44 Opening and closing net assets and liabilities 
(net worth in this example) are represented by circles 
linked together by arrows running horizontally from the 
beginning to the end of the period These horizontal 
lines are touched by arrows which carry in the modifi
cations during the period which arise either from the 
flows shown in the accounts or from revaluations made 
in the period. Thus, from the accounts, opening net 
worth is increased by 2 7 units which represent saving, 
the flow from consumption to accumulation in the 
~ccounts; and, _as a cons~quence of revaluations, open
mg net worth 1s further mcreased by 44 units, making 
71 units in all_ Similarly, from the accounts, opening 
net assets are mcreased by 47 - 19 - I = 27 units 
which represent gross domestic capital formation (the 
flow of 47 units from accumulation to production) less 
provisions for the consumption of fixed capital (the 
negative flow of -19 units from accumulation to con
sumption) plus net lending abroad (the negative flow 
of -1 unit from accumulation to the rest of the 
world); and, as a consequence of revaluations, opening 
net as?ets_ are further increased by 44 units, making 
71 units m all, as before .. Thus on each ,;de of the 
balance sheet the flows and revaluations of the period 

8 

764 

equal the difference between the opening and closing 
entries: 764 - 693 = 71 

Elaborating the basic system 

I 45 Additional detail can be introduced into the 
basic system of table I 5 by the simple process of 
subdividing the seven separate headings shown in the 
table into categories and subcategories For example, if 
financial claims are to be shown gross, then rows I, 6 
and 7 must be divided in two with separate rows for 
financial assets and net tangible assets; and the cor
responding columns must also be divided in two with 
separate columns for financial liabilities and net worth 
The rows and columns for financial assets and liabili
ties can also be subdivided to show holdings and issues 
of different financial claims. This process is attended 
with certain consequences. Thus, as soon as any sub
division is made, it has to be remembered that national 
economies are not closed and that a consolidated 
balance sheet for the rest of the world must be intro
duced in order, for example, that financial claims held 
as assets shall be equal in value to financial claims 
issued as liabilities 

146 A second example can be taken from produc
tion In table I 5, row and column 2 show respectively 
the revenue accruing to production from sales of pro
ducts to various forms of final buyer and the costs, 
including profit, associated with this production But 
for various reasons, analytical as wel1 as statistical, it 
may be desired to show separately information relating 



. ..£ i, 

to commodities produced and to the industrie.s and 
other qctivjties in which they are made Since the terms 
in italics are of great importance and since they are 
used here in somewhat special senses, i_t seems desir
able, al this early stage, lo provide short definitions 
Thus: commodities are goods and services normally 
intended for sale on the market al a price that covers 
their cost of production; indtntrie.s are productive units 
which produce nothing but commodities; and activities 
consist of industries together with the producers of 
government services and the producers of private non
profit services to households. The separate information 
required will appear in the system if production (row 
and column 2 of table 1.5) is divided into two 
rows and columns, one relating to commodities and 
one relating to activities Once this is done, it is 
no contradiction of the principle of consolidation to 
enter in the extended system not only the total value 
of commodities used as intermediate input by activities 
but also the total value of commodities produced by 
activities. Once this stage has been reached, it is only 
another step to introduce full commodity and activity 
detail by subdividing the rows and columns for c01nmo
dities and activities according to commodity and 
activity classifications 

14 7 An elaboration of table I S which incor
porates the above examples and carries the description 
of accounts and balance sheets substantially closer 
to the new SNA, is set out in table 1 6 

1.48 If this table is compared with table 1.5, it 
can be seen that the fourth account of table l 5, re
lating to accumulation, has been divided into four 

and each of the remammg accounts of that table has 
been divided into two As before, the extended flow 
accounts are enclosed in an inner rectangle; also the 
groups of accounts forming the accounts of the 
nation are separated from other groups by bold lines. 

149 Let us first consider the content of table l 6 
and then turn to its precise connexion with table IS 
In doing this it may be convenient to begin with the 
flow accounts and end with the balance sheets 

PRODUCTION 

Commodities 

l 50. Row and column 3 relate to commodities 
(goods and services normally intended for sale on the 
market at a price that covers their cost of production) 
whether these are produced in domestic activities or im
ported Row 3 shows the uses of commodities in the 
period to which the accounts relate. Thus, 245 represents 
intermediate input into activities, 166 represents private 
consumption, 6 represents the increase in stocks, 41 
represents gross fixed capital formation and 50 repre
sents exports The sources of these commodities appear 
in column 3 Thus, 443 represents domestic production 
and 65 represents imports, valued at the cost to resi
dent buyers Of the total of 65, 51 represents sums paid 
to foreign suppliers and l 4 represents import duties. 

Activities 

I 5 l. Row and column 4 relate to activities whether 
or not the main purpose of these activities is to 

Table L.6. A primary disaggregation of the national accounts, including balanct! sheets 

I 2 3 4 5 6 7 8 9 10 II 12 13 14 15 16 

I Financial claims 1,249 165 
Opening assets 

2 Net tangible assets 661 

3 Commodities 245 166 6 41 50 
Production 

4 Activities 443 44 
,. 

5 Consumer goods/pur~ 
Consumption poses 210 2 

t Income and outlay 14 241 -19 13 

7 Increase in stocks 6 

8 Fixed capital fm:mation 41 
Accumulation 

9 Financial claims 58 18 

/0 Capital finance 1,217 693 27 59 -23 44 t,253 764 

II Current 
The rest of the transactions 51 

world 
1 2 12 

12 Capital transactions 197 32 17 1 0 2 214 33 

Revaluations 
13 Financial claims -21 -2 

14 Net tangible assets 42 

Closing assets 
15 Financial claims 1,286 181 

' 16 Net tangible assets 731 

Note: In the columns: opening and closing assets are balanced by opening and closing liabilities; and. net tangible aSSl'!tS are 
balanced by net worth 
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produce commodities. The reason for widening the 
scope o~ productive activity in this way is to give 
explicit recognition to the productive services performed 
by government departments and private non-profit 
bodies. The production of commodities which, with 
trivial exceptions, takes place in industries, has already 
been seen to be 443 in this example, and the production 
of unmarketed services (mainly government services) 
is shown as 44. The cost structure of all this activity is 
shown in column 4 where 245 represents the value of 
commodity input, I represents direct expenditures 
abroad in the provision of government services, and 
241 represents all other costs: incomes to the factors 
of production, provisions for the consumption of fixed 
capital and indirect taxes less subsidies .. Thus the gross 
domestic product in this example is 14 + 241 = 255. 

CONSUMPTION 

Consumer goods/purposes 

1.52. Row and column 5 relate to expenditures for 
the purposes of consumption by the private and public 
sectors of the economy .. The total of this expenditure 
is shown in row 5 as 210 + 2 = 212. In column 5 
this total is shown divided between expenditure on 
commodities, 166, by private households and individ
uals, expenditure on their own services, 44, by 
government departments and private non-profit insti
tutions and direct expenditures abroad, 2 The separation 
of direct expenditures abroad from imports and of 
direct foreign expenditures in domestic territory from 
exports is a point at which table 1 6 differs from table 
LS, and we shall return to this question at the end 
of this section .. The usefulness of this account hardly 
becomes apparent until consumer goods and govern
ment and other purposes are further subdivided, but 
it is introduced here to provide a link between table 
LS and the more detailed tables of the new SNA 
which are set out in the next chapter 

Income and outlay 

1.53. Row and column 6 relate to the income 
and outlay of the economy .. As has already been seen, 
the sum of the first two entries in row 6, namely 
14 + 241 = 255, represents the gross domestic product. 
From this are subtracted provisions for the consump
tion of fixed capital, 19, giving the net domestic pro
duct The final entry, 13, in this row relates to gross 
receipts of distributed factor income and current 
transfers from abroad This total is shown in column 
6 divided between three categories of outlay: con
sumption expenditures, 210, saving, 27, and gross 
payments of distributed factor income and current 
transfers to the rest of the world, 12. The gross treat
ment of flows to and from abroad is a second point 
at which table 1 6 differs from table I. 5. 

AccUMUL A TION 

Increase in stocks 

l 54. Row and column 7 connect stockbuilding seen 
from two points of view and the reason for the account 
hardly becomes apparent until the system is further 
disaggregateJJ. In a disaggregated system the two en-

10 

tries would not be single numbers but submatrices 
The submatrix at the intersection of row 3 and colum~ 
7 would have commodities in the rows and activities 
in the columns. The rows would show how the addi
tions to the stocks of the various commodities were 
distributed over activities; and the columns would 
show how the additions to stocks of the various activi
ties were distributed over commodities. By contrast 
the submatrix at the intersection of row 7 and colum~ 
1 O would have activities in the rows and institutional 
sectors in the columns. The rows would show how the 
addition to stock of a particular activity was distributed 
over sectors and the columns would show how the 
additions to stocks of the various sectors were distrib
uted over activities .. 

Fixed capital formation 

1.55. Row and column 8 relate to fixed capital for
mation. What has just been said about row and column 
7 is relevant in this case too. 

Financial claims 

J .56.. Row and column 9 relate to financial claims 
of all kinds: cllrrency, deposits, securities, mortgages, 
trade credit and so on. Row 9 shows the acquisition 
of claims by resident sectors, 58, and by the rest of 
the world, net, I 8; and column 9 shows the issue of 
new financial claims, net, by resident sectors, 59, and 
by the rest of the world, net, 17 

Capital finance 

J 57. Row and column 10 contain the transactions 
which, together with revaluations, connect the opening 
and closing balance sheets of the nation. On the liabil
ities side there are two items: saving, 27, and new 
issues of financial claims as liabilities, net, 59. On the 
assets side the entries can also be reduced to two: net 
capital formation in fixed assets and stocks, 41 - 19 
+ 6 = 28, nnd new acquisitions of financial claims as 
assets, net, 58. It can readily be seen that the acquisi
tion Jess the issue of financial claims, 58 - 59 = -1, 
is equal to net lending abroad, so that the entries in row 
and column IO are only another way of expressing the 
familiar identity: saving equals investment at home plus 
foreign investment 

THE REST OF THE WORLD 

Current transactions 

J 58 Row and column 1 J relate to the current 
transactions which the rest of the world has with the 
economy under study. Row 11 shows the rest of the 
world's incomings from the sale of commodity imports, 
51, from direct expenditures abroad, l + 2 = 3, and 
from receipts of distributed factor income and current 
transfers, 12; and column 11 shows the rest of the 
world's outgoings on the purchase of commodity ex
ports, 50, on direct expenditures on domestic territorJ, 
2, on payments of distributed factor income and curre~t 
transfers, 13, and on lending, net, I. This last item, 
which is shown as transferred to the capital transactions 
account of the rest of the world, can be seen to equal 
the balance of current transactions (the balance of 



payments on current account), since capital transfers 
are not introduced into this example. 

Capital transactions 

159 Row and column 12 relate to the capital 
transactions which the rest of the world has with the 
economy under study. Apart from the balance of 1 
transferred from the current account, the row shows 
a net issue of financial claims as liabilities of I 7. The 
column shows a net acquisition of financial claims as 
assets of 18. This gross treatment of financial claims 
is a third point at which table 1 .6 differs from table 
I 5 In terms of row 12, the entry of 1 plays a role in 
connecting the opening and closing balance sheets of 
the rest of the world comparable to that played by 
saving in row 1 O; indeed, it represents that part of 
the saving of the rest of the world which is lent, net, 
to the economy under study. 

BALANCE SHEETS AND REVALUATIONS 

1.60. This brings us to balance sheets and revalua
tions. In table 1 6, financial assets and net tangible 
assets are shown separately and so are financial liabili
ties and net worth In contrast with table 1.5, this table 
provides not only a balance sheet for all the resident 
sectors but also a consolidated balance sheet for the 
rest of the world. As we have seen, this is necessary 
in order to obtain a complete accounting, an equality 
of row and column sums at every point in the system. 
Although for any sector, total assets are necessarily 
eq~al to total liabilities (including net worth) this is 
not true of any particular category unless the econo
my under study is closed This can be seen in the 
numerical example of table 1 .6. Financial claims held 
as assets by the economy under study at the beginning 
of the period amounted to 1,249; whereas the corre
sponding total of financial claims issued as liabilities 
amounted to 1,217. If the entries in the consolidated 
opening balance sheet of the rest of the world are added 
in, an equality of financial assets and liabilities is ob
tained: 1,249 + 165 = 1,217 + 197 = 1,414. It 
is not very difficult to see why this equality should hold. 
The total of financial claims, 1,414, is made up of 
two parts: all financial claims issued by the economy 
under study; and those financial claims issued by the 
rest of the world which are held as assets by the econ
omy under study. This. total of financial claims issued 
as liabilities must be held somewhere in the world as 
assets; either in the economy under study or in the rest 
of the world. 

1 .61. Against this background the entries in table 
16 relating to balance sheets and revaluations can be 
described as follows. 

Opening assets and liabilities - financial claims 

1.62. Row and column 1 relate to financial claims 
held as assets and issued as liabilities at the beginning 
of the period. The claims included in this row and 
column are all claims issued by the economy under 
study plus all claims issued by the rest of the world 
and held by the economy under study. From table 1.6 
't can be deduced that, in this example, the economy's 
holding of its own claims is 1,217 - 165 = 1,052. 

Opening assets and liabilitie,s - net tangible assets 
and net w01th 

1.63 Row and column 2 relate to net tangible assets 
and net worth at the beginning of the period. Tangible 
assets are restricted in table l. 6 to the domestic tangible 
assets of the economy under study and all holdings 
of assets in other countries are treated as financial 
claims Tangible assets are valued at written-down 
replacement cost Net worth measures the excess of 
assets, tangible and financial, over liabilities The figure 
of -32 shown in table 1.6 as the opening net worth 
of the rest of the world indicates that the economy 
under study holds foreign claims in the rest of the 
world in an amount 32 units larger than the rest of 
the world's holdings of claims on the economy under 
study. 

Revaluations - financial claims 

164. Row and column 13 relate to the revaluation 
of holdings and issues of financial claims in order to 
bring them to a common basis of current values. By 
elaborating the system it is possible to introduce other 
values, for example values at the time of issue and 
values at the time of acquisition, but the problems to 
which this would give rise will not be discussed at this 
stage of the report 

Revaluations - net tangible aHets and net worth 

1.65. Row 14 relates to the revaluation of net 
tangible assets so as to bring the stock existing at the 
end of the period on to a basis of current written-down 
replacement cost. Column 14 relates to the revaluation 
of net worth and the figures are a consequence of the 
revaluation of claims and tangible assets. 
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Closing assets and liabilities - financial claims 

1.66. Row and column 15 relate to financial claims 
held as assets and issued as liabilities at the end of the 
period. For the economy under study, closing financial 
assets are linked to opening financial assets by the en
tries in rows 9 and 13: 1,286 = 1,249 + 58 - 21. 
Similarly, closing financial liabilities are linked to 
opening financial liabilities by the entries in columns 
9 and 13: 1,253 = 1,217 + 59 - 23 .. 

Closing anets and liabilities - net tangible assets and 
net worth 

1.67. Row and column 16 relate to net tangible 
assets and net worth at the end of the period, For the 
economy under study, closing tangible assets are linked 
to opening tangible assets by the entries in rows 6, 7, 
8 and 14: 731 = 661 - 19 + 6 + 41 + 42. Simi
larly, closing net worth is linked to opening net worth 
by the entries in columns 6 and 14: 764 = 693 
+ 27 + 44 

THE FOUR ACCOUNTS FOR THE NATION 

I .68. This completes the description of table 1.6; 
it remains only to show the relationship of this table 
to table I .5. The first step is to consolidate the entries 
in the inner rectangle of table 1.6 to give the entries 
in the four national accounts When this is done, it 



will be seen that all the flows between production, con
sumption and accumulation are identical with those 
shown in table I .5 while all the flows in which the 
rest of the world is involved differ from those shown in 
table 1.5, The reason for these differences lies in the 
particular grouping and netting of the highly aggregated 
flows in table LS and the incomplete stage in the 
disaggregation of these flows represented by table L6. 
First, in table J.5 but not in table l.6, direct expen
ditures abroad by foreign visitors are routed through 
the production account: they appear in commodity im
ports and exports, Second, in table l.5, the net flow 
of distributed factor incomes is shown as a payment 
by the rest of the world and the net flow of current 
transfers is shown as a receipt by the rest of the "orld; 
whereas, in table I . 6, these two kinds of flow are 
added together and the gross inflow and outflow are 
shown in the two positions just referred to. Finally, in 
table LS, the issue of financial claims by the rest of 
the world is shown after deduction of the acquisition 
of financial claims by the rest of the world and the 
two accounts for the rest of the world are consolidated; 
whereas, in table 1.6, the issues and acquisitior.s of 
financial claims are shown separately and the rest of 
the world is represented by two accounts .. Thus the 
differences are not fundamental am:, when we get into 
the following chapter, we shall see the precise form 
which the national accounts take when the system is 
fully disaggregated. 

1.69. In this and the two sections that preceded it, 
an attempt has been made first to illustrate various 
methods of presenting a system of national accounts 
and second, having decided on the most convenient 
form of presentation, to extend the system first to 
include a national balance sheet and then to represent 
the stocks and flows in an economy in greater detail 
Table L 6 presents a half-way house between the sim
plified accounts of the nation and the new SNA which, 
it is hoped, will be found sufficiently detailed as an 
introduction. Before going on to describe the new 
system in detail, something will be said about the uses 
and purposes of this system, about the extent to which 
its different elements are covered in this report and 
about the foreseeable problems that it leaves over for 
solution in the future .. 

The uses of the new system 

1.70. By providing a consistent statistical picture 
of the development of an economic system, a series of 
national accounts are useful, indeed indispensable, in 
describing and analysing economic change and so 
contribute to many forms of economic decision-mak
ing. The report of 1953 spelled out some of the uses 
of national accounting data in connexion with public 
policy and emphasized the role of simple kinds of 
analysis and even inspection of the figures as an aid 
to decision-making.. What was said then remains true 
today, but the present report does represent a shift of 
emphasis. The much enlarged scope of the new sys
tem enables a wider range of problems to be studied 
and the experience of the last fifteen years in economic 
model-building has led to a greater appreciation of 
the value of more complex kinds of analysis. 

171 The report of 1953 drew attention to the 

fact "that national accounts, in the widest sense of the 
word, provide an excellent means of appraising any 
actual or proposed scheme for the collection of econo
mic statistics since a place for virtually all these sta
tistics is provided systematically somewhere in these 
accounts". Much the same could be said of the national 
accounts as a source of information for economic 
analysis and policy. Indeed, it may be illuminating to 
fill in the matrix depicted in table LS with the names 
of the branches of analysis and policy to which the 
various submatrices mainly contribute. In doing this 
the leading diagonal cells of the inner matrix (the 
intersection of incomings and outgoings of production, 
and so on) can be filled in since, as is illustrated in 
table l.6, these cells cease to be empty when the sys
tem is disaggregated, This exercise is suggestive rather 
than rigorous because in practice it may not be pos
sible to obtain the degree of separation of topics that 
is indicated in table 1 .7 below. 
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L 72. In addition to uses that are served by infor
mation largely concentrated in a particular submatrix, 
there are other uses that require the information in 
several submatrices or even in all of them. Thus an 
analysis of cost structures, including the cost structures 
of government activities, can be based on the activity 
columns contained in column 2 of table 1 7 and a sales 
analysis of commodities can be based on the commo
dity rows contained in row 2 of that table Elementary 
applications of input-output analysis, such as the cal
culation of indirect requirements, the expression of the 
price of a commodity as the sum of primary inputs per 
unit of output absorbed directly or indirectly in differ
ent productive uses or the expression of the supply 
of a commodity as the sum of the amounts absorbed 
directly or indirectly in the various commodity purcha
ses by each category of final buyer, call for most of 
the information in row and column 2 of table 1.7. The 
analysis of productivity, that is to say of the relationship 
of output to inputs and, in particular of net output to 
primary inputs, calls for much of the information in 
column 2 together with information on the stock of 
tangible assets employed in the variou_s industries, indi
cated in column 4, and on the labour employed in 
these industries Finally, the building of a inode] of 
the whole economy calls for the complete range of 
information contained in the matrix 

L 73. But the amount of information actually in
volved depends ·on the extl:nt to which and on the way 
in which the matrix is consolidated. For example, a 
highly aggregated model of the multiplier-accelerator 
type calls for no more information than is contained in 
the consolidated national accounts. Between this and 
large-scale models, in which every aspect of economic 
life is represented in detail, an immense amotmt of 
variation is possible. The complete system can be 
aggregated in such a way that product flows are treated 
fully but financing flows are treated only in outline; 
or conversely Again, the aggregation can be carried 
out in such a way as to highlight the elements in the 
economic process, capital formation, saving, foreign 
balances and reserves, monetary and fiscal instruments, 
let us say, that are likely to be important in studying 
and remedying economic instability. Thus a great 
variety of models can be built within a common frame
work and each model can be rendered complete, 
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Table 1.7. Areas of economic anuJysis and policy in relation to the national accounts 

I 2 3 4 5 6 7 

Studies of na-
I tional wealth; 

analysis of pro-
ductivity 

Input-output Consumers' Models of Export demand 
analysis; ana- demand ana- stockbuilding analysis 

2 lysis of produc- lysis; studies of and fixed capi-
tivity govt. spending ta! formation; 

investment 
policy 

Production Distribution Depreciation Studies of the 
functions; ana- and redistribu- analysis; return on 
lysis of produc- tion of income; investment foreign invest-
tivity; analysis fiscal policy allowances ment; double 
of factor shares taxation policy 

Studies of net Analysis of Monetary International Studies of Studies of net 
worth saving be- policy and finance and Ii- capital gains worth 

4 haviour liquidity quidity; long- apd losses; 
preference terin foreign capital gains 

aid policy tax policy 

Import demand ShorMerm International Analysis of 
analysis foreign aid finance and balance of 

5 policy liquidity; long- trade payments 
term foreign 
aid policy 

6 Capital revalua-
tions 

Studies of na-
7 tional wealth; 

analysis of 
productivity 

however summarily are treated the aspects of the eco
nomic process with which it is not primarily concerned 
The importance of this last consideration in reaching 
unbiased results has repeatedly been emphasized in 
econometric literature. 

sented in recent years by the entries in the Yearbook 
of National Accounts Stati.,tics and in the publications 
concerning these statistics of other international organ
izations. The only difference is that the wider scope 
of the new system increases the range of information 
over which guidance is provided and standardized 
reporting is made possibk L 74. The uses that have been described, which 

cover the whole range from simple tabulation to com
plex model-building, can fairly be called substantive; 
they ar~ concerned with increasing our ability to un
derstand the working of economic systems and to take 
beneficial decisions about them. But there are other, 
instrumental, uses which are concerned with our ability 
to collect and process information.. One instrumental 
use has already been quoted from the earlier report: 
the use of a national accounting framework to check 
the coverage and consistency of a statistical reporting 
system. The increasing use of computers, whose effi
cient operation demands an exact understanding of 
the simple connexions between innumerable bits of in
formation, sets a rising premium on a coherent frame
work in which every bit is seen to have its place, 

The purposes of the new system 

1.75. The purposes of the new system are very 
similar to those of the old one: to provide guidance 
for the development of statistics in individual countries; 
and to provide a basis for country reporting, as repre-
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1 76, The scope of the new system is such that a 
source of misunderstanding must be removed at the 
outset. While the new system provides a target for 
statistical development just as, in its day, the old 
system did, it is not to be supposed that this target 
will everywhere be reached quickly or that the order 
of priorities in the development of statistics will be the 
same in all countries. Accordingly, as we have seen, 
the new system is designed to provide explicit links 
between complex representations of an economy and 
the simple, familiar four national accounts; indeed, by 
consolidation the new system can be reduced to these 
four accounts This consolidation can be regarded as 
the highest that holds any practical interest. But all 
imaginable intermediate consolidations are also pos
sible, and this means that a statistical system can be 
developed along one or more of the directions sug
gested in this report without losing touch with the basic 
system of four national accounts which, by now, is 
available year by year and, in some cases, quarter by 
quarter for a large number of countries, Thus all 
countries that organize their statistical work on the 



lines suggested here can be compared at a high level 
of aggregation and those that have developed this 
work in particular directions, by constrlicting, for 
example, an input-output table, can be compared at 
a lower level of aggregation .. The adoption of a common 
framework thus makes possible as much comparability 
as can be achieved with the actual levels of statistical 
development in different countries; but the existence 
of a comprehensive framework does not imply that any 
country should be able to provide the complete set of 
figures that it contains. 

L 77. The new system, while much more detailed 
than the old one, is in no sense a break with tradition. 
As will become apparent, it seeks to extend the old 
system in directions in which much experience has 
been gained in the last fifteen years and to push still 
further in directions in which some experience has 
been gained but not enough for a fully detailed treat
ment An important feature of any attempt to set 
international standards in a rapidly developing field 
is that expression should be given to past experience 
and an indication should be given of useful directions 
for further development which cannot yet · be spelled 
out in a generally acceptable manner. 

L78. This last consideration is reflected in the new 
system .. The information needed for input-output and 
flow-of-funds analysis is treated in considerable detail; 
the information relating to holdings of assets and lia
bilities is treated more summarily. Information on the 
distribution and redistribution of income, though much 
discussed during the preparation of this report, is con
fined to flows between broad sectors and no attempt 
is made to integrate into the system detailed informa
tion relating to the distribution of personal income by, 
say, size or household compnsition. Regional account
ing, though also considered while the report was being 
prepared, is not discussed at all. The reason for these 
omissions is that it was felt that more practical expe
rience and discussion were desirable before an attempt 
to set standards was made. 

l. 79. The purpose of different parts of the new 
system can be slated as follows 

1 80 The general framework and its gradual elabo
ration, from the four simplified accounts of the nation 
in this chapter to the altogether more detailed system 
set out in the following' chapter, is intended to provide 
guidance for countries wishing to extend their system 
of national accounts lo provide for greater and greater 
detail. It should also be of assistance to countries in co
ordinating and systematizing their basic economic sta
tistics, and in locating gaps in these statistics. As we 
have seen, some parts of this extended system are 
treated more fully than others and some topics which 
should, and in future doubtless will, be integrated into 
the system are not dealt with at all, mainly for lack 
of sufficient practical experience and discussion. 

181. The general framework also provides a basis 
for the elaboration of detailed definitions and classifi
cations and for the standard accounts and tables The 
definitions and classifications,which are essential to the 
international reporting of comparable data,are designed 
to be adaptable for internal use by individual coun
tries The standard accounts and supporting tables are 
intended to indicate the data of the system which have 

been found to be generally useful for economic analysis 
and which a number of countries may be in a position 
to compile in the foreseeable future. 

1.82. In addition to providing guidance to countrtes 
in the compilation and publication of national account
ing data, these accounts and tables will furnish the 
basis for devising a revised system of international 
reporting. The extent to which, and specific way in 
which, the various standard accounts and tables will 
be used in international reporting is not discussed in 
this report. The questions of the content and frequency 
of international reporting in respect of the various parts 
of the system, and of the appropriate time to introduce 
these reports, are to be the subject of other studies. 

The new system and the future 

I 83 Thus, in spite of its greater coverage compared 
with the Report of 1953, the new system leaves a 
number of topics over for further research and dis
cussion. On some of these a good deal of work has 
already been done; on others there has been some 
discussion but little or no work; and on a third group 
there has only been a limited amount of discussion, 
though sufficient to indicate what may well turn out to 
be problem areas in the future. A list of these topics 
will help to put in perspective the stage of development 
of national accounting reached in this report 

I 84. In the first group, on which work has already 
been done, four items can be listed, 

(a) National and sector balance 1heets 
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I 85.. Balance sheets form an integral part of the 
new SNA as described in this report but there remains 
a need: (i) to set out in detail the conceptual problems 
to which they give rise; (ii) to work out guide-lines for 
the compilation of balance sheet data; and (iii) to draw 
up standard balance sheets and balance-sheet tables. 
The balance sheets of the system relate to institutional 
sectors, and tangible assets are recorded on a net (written 
down) basis. There is also a need, in connexion 
with the analysis of production, for estimates of the 
gross stock of tangible assets classified by activity 

(b) E.Himates at c01Htant prices 

I 86 This subject, which is as important in con
nexion with the MPS as it is in connexion with the 
SNA, is discussed in chapter IV below. The next stage 
is to work out guide-liaes and standards in matters of 
detail, to set out the pros and cons of various methods 
and procedures in the light of the experience that has 
accumulated all over the world and to link the tradi
tional index-numbers of quantities and prices with 
the system. 

(c) Statistic, of the di1tributio11 of income, consumption 
and wealth 

I 87. The Statistical Office is engaged in preparing 
an integrated system of statistics of the distribution of 
income, consumption and wealth which at the macro 
level fits completely into the SNA ( and also into the 
MPS) and at the micro level is complementary to these 
two systems. In this connexion guide-lines need to be 
worked out for isolating the components of public 



consumption that need to be added to private consump
tion in order to represent the total consumption of the 
population. 

(d) The elaboration of parts of the system in detail 

1.88 Some of the specialized agencies of the United 
Nations are working on the further elaboration of parts 
of the system so as to provide a link between the SNA 
and detailed information relating to specific activities 
and sectors Examples are work by FAO, WHO and 
UNESCO in connexion with agriculture, health and 
education .. 

I 89 In the second group, which so far has not 
got beyond the stage of preliminary discussions, two 
items can be listed. 

(e) Regional accounting 

1.90 Any system of national accounts could be 
subdivided by region and in recent years a number of 
countries have been engaged in the construction of 
regional accounts. This development gives rise to a 
number of conceptual problems which are only of 
minor importance, if they exist at all, at the national 
level and to many new problems of measurement. It 
would be helpful in due course to add a regional 
dimension to the SNA but, in view of the many other 
problems on which work is needed, this extension of 
the system does not have a high priority at present 

(f) Human (lows and stocks 

I 91. This subject was discussed in the course of 
formulating the new SNA but was eventually left over 
for future treatment What was envisaged was the 
formulation of what may be called a population matrix 
Such a matrix makes it possible to bring together in a 
coherent form demographic, educational, manpower 
and other social statistics which have a bearing on the 
economic and social characteristics of a population so 
that the changing structure of that population in terms 
of these characteristics can be measured.. Just as the 
row and column pairs in the economic matrices set 
out in this report represent accounts which balance, so 
the same is true in population matrices because all 
who flow into a period, whether through survival from 
the preceding period or through birth or immigration 
in the period itself, must necessarily flow out of the 
period, either through death or emigration in the period 
itself or through survival into the following period .. The 
economic and population matrices ( or accounts) would 
have many areas in common, such as the distribution 
of the labour force over activities and the distribution 
of the population over different types of household 
and institution. Eventually it would be desirable to 
link the two systems, much as it was proposed above 
to link statistics of the distribution of income, consump
tion and wealth to the SNA. 

192. Finally, in the third group, two general items 
can be listed though, up to now, relatively little discus
sion on them has taken place. 

(g) The functional classification of inputs 

1.93. In the new SNA intermediate inputs are clas
sified by commodity and other inputs are classified by 
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the components of value added but no attempt is made 
to classify these inputs further They may, however, 
perform a number of more or less distinct functions in 
addition lo providing a basis for productive activity 
Some may be used to maintain recreational and medi
cal facilities which, in part at least, are of direct benefit 
to employees though they may also contribute to pro
ductiveness Others may be used lo maintain research 
and development facilities and it is not altogether clear 
that these should be regarded as current inputs at 
all since this year's research and development work 
can hardly be expected to contribute to this year's out
put unless this work can itself be regarded as output 

1. 94. A first stage in dealing with this problem 
would be to assign the inputs already distinguished to 
different functional categories, such as current produc
tion, welfare or research and development, a task 
which in general would involve a further subdivision 
of these inputs. This would lead to a second stage at 
which it would be necessary to decide how to treat 
expenditure on the different categories. Thus, to take 
expenditures on inputs for welfare purposes as an 
example, three obvious possibilities present themselves: 
( i) they could simply be identified as a separate 
category of expenditure on inputs; (ii) they could be 
included among supplements to wages and salaries, 
in which case they would come to form part of private 
consumption expenditures; or (iii) they could be formed 
into a new category of industrial final consumption. 

(h) The boundary between current and capital ex
penditure 

I. 95 Although there are no substantial changes 
in the concept of capital expenditure in the new SNA, 
various suggestions for extending the coverage of this 
concept were considered.. First, there is the question 
of consumers' durable goods, expenditure on which 
continues to form part of private consumption expen
diture although the major durables form separate 
categories in the classification of household goods and 
services. The introduction of balance sheets into the 
new SNA makes this treatment more awkward than 
it was under the old system since it means that an 
important element of personal wea,ch is not recorded 
although identical objects, such a·. cars, are recorded 
as wealth if they are owned by businesses or by the 
civilian branches of general government Second, there 
is the question of expenditure on research and develop
ment, to which reference has already been made. This 
is an area in urgent need of clarification but this can 
only be done on the basis of experience which, though 
growing, is not yet very great. Third, there is the 
question of expenditure on education which, though 
segregated, is treated at present as current consump
tion, In many respects, however, its effects are more 
like those of capital expenditure in that it results in a 
more highly qualified population and so alters procluc
tion possibilities in the future. Similar arguments could 
be advanced in respect of many forms of expenditure 
on health. 

1 .96. In the development of national accounting 
emphasis has been placed on the distinction between 
what can be observed and measured and what can 
only be inferred on the basis of some theory or con
vention This distinction is an important one because 



while it is almost always necessary to process data in 
order to obtain something useful for analysis it is 
possible to carry the processing to a point where the 
results are no longer data. For example the supply of 
a commodity may be allocated to users on the as
sumption that each user draws his supply from domes
tic production and imports in a common proportion, 
The result may be something quite different from what 
is obtained by observing the proportions in which 
different users actually make use of domestic produc
tion' and imports, and it may be seriously misleading 
While, as has been said, assumptions are almost always 
needed in processing data, it should be recognized that 
when they come to play a major role the result is no 
longer an observation but an inference 

197. At the same time the main purpose of making 
observations is to enable us to make inferences; all that 
is important is that we should not confuse the two. 
This point is exemplified in chapter Ill below which 
is concerned with the use of input and output tables, 
which contain observations, to construct input-output 
tables which are useful in analysis. The observational 
and analytical tables are linked by assumption and the 
role of observation and assumption is made quite plain 

198.. Developments of the type exemplified by (g) 
and (h) above aim at providing an observational basis 
for new types of analysis The accounts based on these 
developments would still represent objective facts modi
fied. as little as possible by the introduction of assump
tions But the analysis built on these accounts would 
come more to represent a system of imputations in 
which market prices were supplemented by shadow 
prices It is too early to say how this tendency will 
develop but it is noteworthy that the experiments now 
being made by large institutions in the use of mathe
matical programming and cost-benefit analysis repre
sent steps in the same direction. 

The arrangement of the report 

I 99. Following this introduction, the remainder of 
this report is arranged as follows 

L 100. The first four chapters deal with the struc
ture snd basic concepts of the system. Chapter II con-
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tains a description of the structure of the new system 
illustrated by an extension of the numerical example 
begun in this chapter. Broad conceptual issues are 
discussed in chapter II but a more detailed treatment of 
many topics is postponed to later chapters of the report. 
Chapter III deals with the question of constructing 
input-output tables from the data contained in the 
system. This topic is separated from the general pre
sentation in chapter II, partly because it gives rise to a 
number of special problems and partly because a 
certain amount of anaJysis is involved in constructing 
the various possible tables and in selecting from among 
these the one most likely to be appropriate for analy
tical purposes. Chapter IV discusses the concepts and 
problems of constructing a coherent set of price and 
quantity index numbers within the framework of the 
system Much of the discussion of this chapter is also 
relevant to the compilation of the balances and tables 
of the MPS in terms of constant prices. Both chapters 
III and IV are illustrated by means of a further exten
sion of the basic numerical example. 

I IO I. The next four chapters start from the basic 
concepts and structure of the system; and elaborate a 
full set of definitions and classifications, and standard 
accounts and tables. Chapters V, VI and VII deal in 
turn with the definition and classification of the trans
actors of the system, the flows of goods and services, 
and the transactions on the income and outlay and 
capital finance accounts. The standard accounts and 
tables are presented in chapter VIII. In addition to 
delineating the relationships between the accounts 
and supporting tables, the discussion of that chapter 
deals with the major uses to which the various accounts 
and tables might be put, and the orders of frequency 
and priority with which the data might be compiled 

I. I 02 The last chapter, chapter IX, of the report 
is devoted to a consideration of the full system of 
national accounts from the point of view of the devel
oping countries. The chapter sets out some desirable 
modifications and supplementations in the classifica
tions, accounts and tables of the full system in the 
light of the circumstances of these countries. It also 
includes suggestions as to the broad order of priorities 
in which developing countries might evolve the lull 
system of national accounts 



Chapter II 

THE STRUCTURE OF THE SYSTEM 

The systcn1 as a whole 

2. I. The purpose of this chapter is to describe the 
conceptual basis of the new system and to illustrate it 
by extending the numerical example used throughout 
the preceding chapter The order that will be followed 
is first to present a bird's-eye view of the complete sys
tem by extending the matrix given in table 1.6 above 
to cover all the classes and sub-classes of the system, 
To keep the example manageable (it will in any case 
contain eighty-eight rows and columns) the elements 
shown in the different categories represent aggregations 
of the elements in the categories of the system itself 
For example, in the matrix set out in table 21 the acti
vity classification is reduced to nine elements (rows and 
columns 13 through 21), four for industries, three for 
producers of government services, one for domestic 
services and one for the producers of private non-profit 
services to households. ln the full system (see table 
5.2 in chapter V) the activity classification has thirty 
main items most of which have several subitems so 
that the total number of items in this classification 
alone is seventy. This amount of detail is useful for 
analytical purposes but, when repeated mlllatis mutan
dis for all the other categories, would clearly be exces
sive in an illustrative example. 

2. 2. A glance at the headings of table 2 l shows 
that the seven main headings ( opening assets, produc
tion, .. , closing assets) are repeated unchanged from 
table 1.6 Each of these main headings is subdivided in 
table 1.6 but the subdivision is carried much further in 
table 2 l In the following description of the new sys
tem, the headings 2 through 5, which relate to flows, are 
considered first, and the remainder, 1, 6 and 7, which 
relate to opening and closing assets and liabilities and 
to reva1uations, are considered second 

Production 

2.3. In table L6, only two rows and columns were 
shown for production: one relating to commodities and 
one relating to activities. In table 2.1, the subdivision 
of production is carried further. The commodity ac
count is first divided into two categories so as to show 
the value of commodities separated into two parts: 
the value before adding commodity taxes or subtracting 
commodity subsidies (basic value); and the value of 
the taxes and subsidies themselves Each category is 
then divided into commodities ( or commodity groups) 
defined as the characteristic products of the correspond
ing industry. The activity account is divided into three 
categories: industries, which produce commodities, the 
producers of government services, and the private 
services in the sense of domestic services and the pro-

ducers of private non-profit services to households 
The last two categories do not, in most instances, at
tempt to market the services they produce but them
selves meet the cost Of these services, which, according
ly, are not regarded as commodities. Each category 
is then divided into activity groups on the lines of the 
standard industrial classification of all economic activi
ties, care being taken so to arrange matters that, at the 
highest level of disaggregation, the kind of activity of 
government services and of pri'vate non-profit services 
can be identified at the same time with a classification 
by purpose 
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2.4 Before examining each of these categories in 
detail, let us consider briefly some general issues that 
arise in classifying production Jlows 

2 5. First, a distinction is made between commodi
ties and the industries ( or, exceptionally, other activi
ties) in which they are produced because it is impos
sible so to define the elements in the two classifications 
that there is a one-to-one correspondence between 
them. This fact is significant because what can be 
observed about sales structures usually relates to com
modities and what can be observed about cost structures 
usually relates to industries Thus in analysing the 
consequences for the productive system of variations 
in the demand for different commodities, we must 
recognise that, in general, we cannot observe the cost 
structures of individual commodities ( or commodity 
groups) , The nearest approximation we can find is 
usually the cost structure of the industry that produces 
the commodity in question as its characteristic product; 
but this industry may well produce small quantities of 
other commodities and several other industries may 
well produce some of its characteristic product Since 
the connexion between demand and cost cannot, in 
general, be observed for individual commodities, any 
attempt to trace these connexions, which is the essence 
of inter-industry analysis, must rest partly on assump
tion. Various possibilities will be described and illus
trated in the following chapter. 

2. 6, Secon~ where several conflicting assumptions 
are possible and where it is difficult to make 'a choice 
between them, it is desirable that the role of assumption 
should be reduced as far as possible. It is for this reason 
that the establishment rather than the enterprise is the 
unit to be grouped to form industries In those coun
tries which do not have the practice of setting up enter
prises for specific purposes, it can be observed that the 
output of an establishment is almost always more ho
mogeneous than the output of the enterprise of which 
it forms a part Consequently, the grouping of establish
ments rather than enterprises to form industries will 
diminish the importance of uncharacteristic production 



and so will diminish the role of assumptions in con
necting demands and costs Following this line of 
argument it might be supposed that establishments 
themselves should be divided with the object of further 
increasing the homogeneity of production, In principle 
this may be so, but in practice it will rarely be possible 
without the use of further assumptions in allocating 
costs to separate departments In addition, by going 
too much into detail, there is always the danger of 
going beyond the commodities which are bought and 
sold to the technical processes which contribute to 
their production, 

2.7, Finally, it may be asked why the producers of 
government services, domestic services and the pr_o
ducers of private non-profit services to households 
should be separated from industries, since the different 
types of activity are all designed to fit into a common 
classification of all economic activities The reason is to 
be found partly in the differences in cost structure of 
activities organized in different ways and partly in the 
interest which attaches to the cost structures of non
industrial activities and, in particular, to the activities 
organized by government 

2 8, With this introduction, let us now look first at 
the accounts for commodities and then at the accounts 
for activities 

COMMODITIES (ROWS AND COLUMNS 5 THROUGH 12) 

2.9, The first four of these rows and columns relate 
to the supply and disposal of commodities valued at 
producers' prices before charging commodity taxes or 
deducting commodity subsidies. The purpose of show
ing commodities valued in this way is to ensure that, 
as far as is practicable, a uniform valuation is obtained 
throughout each of the rows 5 through 8, This uniform
ity is important in input-output analysis, The second 
four rows and columns relate to commodity taxes and 
subsidies. When corresponding entries in the two sets 
of accounts are added together a commodity flow is 
obtained which, except in the case of imports, is ex
pressed at the producer's market value, that is to say at 
the value at which the commodity leaves the producer 
before transport and distribution charges are added on 
These charges are in all cases debited to the purchaser 
Imports are valued ci f, and to these values customs 
duties are added in a separate set of entries, 

2.10 A uniformity of valuation is important for 
purposes of input-output analysis because the demand 
for one unit of a commodity by any buyer of that 
commodity is assumed to stimulate the activity produc
ing that commodity to the same extent Clearly this 
will not happen if the valuations are different for differ
ent buyers For example, in a country where tax 
forms four fifths of the value of a packet of cigarettes 
sold for domestic consumption but where tax is not 
charged on export sales of cigarettes, the effect on 
the tobacco industry of the sale of a packet for domestic 
consumption would appear five times as great as an 
export sale if actual values were used This difficulty is 
avoided if both packets are valued uniformly and the 
taxes ( or drawbacks) are shown separately where they 
arise Similar considerations hold where appliances, 
such as cookers or refrigerators, are taxed when sold 
for household use but untaxed when sold for business 
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use; or when a group of commodities, such as petro
leum products, is not subdivided and one of these 
products, such as gasoline, is highly taxed while an
other, such as fuel oil, is lowly taxed, Of course, at the 
level of aggregation of table 2 I this whole issue is of 
little importance; but it becomes important in many 
countries at the much lower level of aggregation repre
sented by the full system 

2 J l . The treatment of commodities can now be 
described. In rows 5 through 8 we find the uses to 
which the supply of one group of commodities is put 
The consumption by industry appears in columns 13 
through l 6; the consumption in government services, 
domestic services and private non-profit services 
appears in columns 17 through 21; the consumption 
by households appears in columns 22 through 24; the 
inputs into stockbuilding and into gross fixed capital 
formation appear in columns 56 through 68; and final
ly the inputs into exports, that is the values of commo
dities exported, appear in column 80, The sum of the 
entries in any row gives the total use of the commodity 
group in question. 

2.12, Correspondingly, in columns 5 through 8 we 
find the sources of the supply of one group of commo
dities The outputs of domestic industries appear in 
rows l 3 through 16; any commodities that were pro
duced in the course of rendering government services 
and private non-profit services (for example reproduc
tions produced by museums or. firewood produced by 
the highway department in pruning the trees under its 
control) would appear in rows 17 through 19 and 2 l; 
and imports appear as the sum of the entries in rows 
32 and 80, the former relating to protective and other 
import duties and the latter to the cost of the imports 
before these duties are added, The sum of protective 
iinport duties and the cost of imports represents the 
cost of imported commodities which in the case of com
petitive imports, most nearly corresponds to the basic 
value of the domestically produced article In practice, 
it may be difficult to distinguish protective from other 
import duties and, for this reason, the distinction is 
not maintained in the standard accounts and tables of 
chapter VIII 

2. J 3 As an example let us concentrate on row and 
column 6 which relates to the products of manufac
turing and construction expressed at basic values. The 
column shows: 267 units (at row 14) of characteristic 
products of manufacturing and construction; 2 units 
( at rows l 5 and I 6) of these commodities produced 
by other domestic industries; and I + 29 = 30 units 
(at rows 32 and 80) of imports of these commodities 
valued inclusive of protective import duties, that is 
duties which tend to raise the cost of the import in 
relation to the corresponding domestic cost Import 
duties on the products of manufacturing and construc
tion designed simply to offset similar duties on domes
tic production (5 in this example) appear at the int,r
scction of row 32 and column l 0. This distinction 
serves the purpose of ensuring that, as far as possible, 
basic values are independent not only of the purchaser 
but also of the source of supply. Row 6 shows the 
uses to which the products of manufacturing and con
struction are put The entries of 8 + l 18 + 11 + 8 = 
145 ( at columns 13 through 16) represent intermediate 
inputs into industries; the entries of 7 + 3 + I = 11 



Table 2.1. An illustration of the complete system 
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Compensations of employees and operating surpluses 
Mising in institutional sectors classified by component 
forms of income. For example, compensation of 
employres is divided between wages and salaries on 
the one hand mid employers' contributions to social 
security and private pension funds, etc. on the other. 
Current income transfers, including transfers of prop
erty income, paid out by the institutional sectors 
( as sectors of receipt) 

Current income transfers. including transfers of prop
erty income. paid out by the rest of the world 
Indirect taxes, net. paid to general government 
Gross receipts of income by the institutional sectors 
(as sectors of receipt) 
Increases in stocks of industries 
The finance provided by the capital finance account 
of general government, of the increase in stocks of 
produc~rs of government services 
Total gross fixed capital formation of industries 

The finance, provided by the capital finance account 
of general government, of gross fixed capital forma
tion undertaken by producers of government services 

The finance, provided by the capital finance account 
of private non-profit institutions, of gross fixed capital 
formation undertaken by the producers of private 
non-profit services to households 
The finance, provided by the capital finance accounts 
of the institutional sectors, of gross industrial capital 
formation ( in stocks, and fixed assets) and the net 
purchases by these sectors of land and intangible 
assets other than financial assets 

Net acquisitions of financial assets by the institutional 
sectors 

Net acquisitions of financial assets, issued by the 
country under study. by the rest of the world 

The holdings of financial liabilities by the institu~ 
tional sectors at the beginning of the period of 
account 

The net worths of the institutional sectors at the 
beginning of the period of account 

The saving of the institutional sectors 

Net receipts of capital transfers by the institutional 
sectors 

Net issues of financial liabilities by the institutional 
sectors 

Revaluations of financial liabilities held by the insti
tutional sectors 

Revaluations of the net worths of the institutional 
sectors 
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The holdings of financial liabilities by the institu
tional sectors at the end of the period of account 
The net worths of the institutional sectors at the end 
of the period of account 
Financial liabilities issued by the rest of the world 
and held by the institutional sectors at the beginning 
of the period of account 
The net worth of the rest of the world at the begin~ 
ning of the period of account arising from its re1a~ 
tionships with the country under study; that is to say, 
the negative of the rest of the world·s net indebted
ness to that country 
Imports of commodities reckoned at c .i. f values 
Direct expenditure abroad on goods and services by 
the producers of government services 
Final consumption expenditure abroad by resident 
households 
Gross receipts of income ( whether distributed factor 
income or other current transfers) by the rest of the 
\l.\orld from the country under study. 
Net receipts of capital transfers by the rest of the 
world 
Net issues of financial liabilities, taken up by the 
country under study, by the rest of the world. 
The rest of the world's balance of payments on cur
rent account with the country under study, 
Revaluations of financial liabilities issued by the rest 
of the world and held by the country under study 
Revaluation of the net worth of the rest of the world 
arising from its relationships with the country under 
study. 
Financial liabilities issued by the rest of the world 
and held by the institutional sectors at the end of the 
period of account 
The net worth of the rest of the world at the end of 
the period arising from its relationships with the 
country under study 
Revaluations of financial assets held by the institu
tional sectors 
Revaluations of financial assets issued by the country 
under study and held by the rest of the world 
Revaluations of net tangible assets held by the insti
tutional sectors 
The holdings of financial assets by the institutional 
sectors at the end of the period of account 
The holdings of financial assets, issued by the country 
under study, by the rest of the world at the end of 
the period of account 
The holdings of net tangible assets by the institutional 
sectors at the end vf the period of account 
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Chapter· II I 

THE SYSTEM AS A BASIS FOR INPUT-OUTPUT ANALYSIS 

The input-output data in the system 

.3. 1.· The input-output data contained in the system 
appear in the rows and columns relating to commo
dities and industries. In order to explain and illustrate 
how these data can be used for input-output analysis, 
a magnifying glass has been applied to the relevant 
parts of table 2 . .1, the number of commodities and in
dustries has been increased from four to thirteen, the 
unit of measurement has been decreased one hundred
fold (so that what appeared as I in table 2.1 now ap
pears as I 00) and the results are set out in the form 
of the supporting tables relating to input-output given 
in chapter VIII below. The commodity data are set out 
in table 3.1 and the industry data are set out in table 
3.2. The entries in these tables are measured at basic 
values. 

The commodity table 

3.2. Table .3.1 contains a rearrangement of the 
kind of information provided in rows and columns 5 
through 8 of table 2. L In both panels of the table the 
first eighteen columns relate to commodities and the 
final column relates to commodity taxes on all the 
preceding entries of each row In the upper panel the 
rows relate to sources of supply: first come the thirteen 
domestic industry groups; then the services of gen
eral government and private non-profit institutions 
(which in this example do not produce any com
modities); and, finally, the rest of the world, repre
sented by imports ci. f. and the import duties levied 
on them, 

3 J.. The thirteen rows and columns in the top left
hand part of the table indicate the extent of subsidiary 
production Commodities, being defined as the charac
teristic products of industry groups, are naturally 
mainly produced in their own industry group and so 
this part of the table has a pronounced diagonal ele
ment Nevertheless, as can be seen, every industry 
produces some commodities characteristic of other in
dustries and every commodity except the products of 
agriculture, etc .. and services is produced by at least 
one industry as subsidiary product. It is the existence 
of subsidiary production coupled with the fact that 
cost structures can only be measured in terms of com
modity and other inputs into industries that calls for 
the introduction of assumptions before either a com
modity X commodity or an industry X industry input
output table can be constructed 

.3.4, In the lower panel, the rows relate to destina
tions of supply. The elements in these rows would 
appear in an enlarged table like table 2. I as row sums 

of the various submatrices strung out along rows 5 
through 8. Thus, in table 2 I, transport, communica
tions and distribution form a single commodity group 
In table 2.1 the industrial intermediate use of this 
commodity is shown ( at row 7, columns 13 through 
l 6) as I + 13 + 9 + 2 = 25; in table 3. 1 it is 
shown in columns 11 and 12 ( at the first row of the 
lower panel) as 1,668 + 845 = 2,513 which, apart 
from rounding, is just one hundred times as large as 
the corresponding entry in table 2.1 Similarly, the use 
of this commodity for final consumption by households 
in the domestic market is shown in table 2.1 as 15 
+ 12 + 11 = 38 and in table 3.1 as 981 + 2,800 
= 3,781 Such relationships hold throughout between 
the entries in tables 2.1 and 3. 1. They may be obscured 
by rounding-off errors or by errors introduced into 
table 2. 1 to compensate for rounding-off errors; but 
this is a problem that only arises in producing a numer
ical example which is balanced in each of two different 
units 

3.5 The only new feature in table 3 1 is the divi
sion of commodities into two categories: compe.titive 
and complementary Competitive commodities are those 
for which there is a domestic industry and which may, 
therefore, be either home produced or imported 
Complementary commodities, on the other hand, are 
those for which no domestic industry exists, so that if 
they are needed they can only be obtained as imports 
In the example, complementary commodities appear 
in large quantities in five categories; such commodities 
as cotton, maize, oranges, rubber and tobacco under 
agriculture, forestry and fishing; crude petroleum and 
non-ferrous ores under mining; coffee and tea under 
food, beverages and tobacco; non-ferrous metals under 
basic metal industries; and wood-pulp under manufac
turing n.e.c 

35 

3.6. In input-output analysis it is necessary to dis
tinguish between competitive and complementary com
modities because if complementary commodities are 
needed they must be imported; they cannot be obtained 
however much domestic production may be stimulated 
II the distinction is not made, the analysis will work 
as if any commodity would be obtained in given pro
portions from domestic production and imports quite 
independently of the final product mix In general, 
this cannot be true. Different vectors of final demand 
will imply varying proportions of complementary im
ports. In a country which mines coal but not oil, the 
direct and indirect effects on the productive system of 
a final demand vector implying a given amount of 
mining products will depend on the proportions in 
which this required amount is made up of coal and of 
oil. 
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The industry table 

3.7. Table .3.2 contains a rearrangement of the kind 
of information provided in rows and columns 13 
through 16 of table 2 .1. In both panels of the table 
the columns relate to industries. In the upper panel 
the rows relate to the components of gross output at 
producers' values: basic values plus commodity_ taxe~, 
net As in the preceding table, the figures m this 
table are related to those in table 2. I. For example, the 
gross output at basic values of transport, communica
tions and distribution is shown in table 2. I as I + 
71 = 72 ( at row 15, columns 6 and 7) and in table 
32 as 3,317 + 3,873 = 7,190 (in the first row, 
columns 11 and 12). 

3.8 In the lower panel, the rows relate to the cost 
components of industrial outputs. The first thirteen '!f 
these rows relate to the intermediate inputs of competi
tive commodities without any separation of imports 
from domestic supplies. Again, the link with table 2 .. 1 
can easily be traced .. For example, the input of trans
port, communication and distribution products into 
the corresponding group of industries is shown in table 
2.1 as 9 (at row 7, column 15) and in \able 3.~ as 
670 + 98 + 55 + 89 = 912 (at the mtersections 
of rows and columns 11 and 12) 

3.9, The following five rows (14 through 18) relate 
to intermediate inputs of complementary commodities. 
These entries can be compared with those in table 3.1: 
the sums of rows 14 through 18 of table 3 .2 are equal 
to the corresponding column sums of table 3. I. 

3 .IO. The next row relates to commodity taxes, net, 
and when the entries are added on to those higher up 
in the panel they provide estimates of total intermediate 
inputs into the various industries valued at producers' 
values. 

.3.1 I. The remaining four rows show the compo
nents of value added, In the table these rows are 
labelled "primary inputs" but this title is not wholly 
appropriate in all cases except to distinguish the~e 
costs from those of intermediate inputs. 

.3.12. Let us now turn to the question of construct
. ing input-output tal'.>les on the basis of this information 
,about commodities and industries. 

Input-output tables 

i' 3, I .3. The square submatrix with thirteen rows and 
columns at the top left-hand comer of table 3.1 can 
?~ interpreted as an output matrix since . in each row 
!l shows the distribution by commodity of the output 
bf <:,ne of the industries and in each column the distri
' r!ton by industry of the output of one of the commo

!ties. In a similar way the square submatrix of the 
e order at the top of the lower panel of table 3.2 
be interpreted as an input matrix since in each row 

. hows the distribution by industry of the input of one 
-1 the commodities and in each column the distribution 
r commodity of the input into one of the industries. 
-~these statements the word commodity is restricted 
0 -5°mpetitive commodities. 

;3.~4- These tables, together with information on 
nal demands, provide the basic data for input-
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output analysis The more numerous the industrial 
categories used the larger will the matrices become and 
the more detailed will be the analysis that can be based 
on them, There is one respect, however, in which 
square matrices do not exhibit the available data as 
fully as possible. In industrial statistics it is usual to 
record and distinguish more commodities than indus
tries. By aggregating commodities into characteristic 
groups some information is needlessly suppressed and 
there would be advantages in constructing rectangular 
input tables with more rows than columns and rectan
gular output tables with correspondingly more columns 
than rows. In tables 3.1 and 3.2 this method is only 
followed to the extent that important complementary 
products are shown separately in columns I 4 through 
18 of table 3.1 and in rows 14 through 18 of table 3.2. 
Thus, while rectangular tables are not illustrated in 
this example, many, though not all, of the methods 
of constructing input-output tables described below 
apply to them as well as to the more traditional square 
tables. 

3. I 5. The construction of an input-output table, 
which is necessarily square, from separate input and 
output tables involves transfers of inputs and outputs 
between categories. The object of these transfers is to 
show either the inputs of commodities into the produc
tion of commodities in a commodity X commodity 
matrix or the inputs from industries into industries 
in an industry X industry matrix. In deciding how to 
make the transfers, account must be taken of the fact 
that the products made in any particular industry may 
take different forms and be linked together in different 
ways. For example subsidiary products, such as aero
engines made by the motor-car industry, can be pro
duced on a scale which is unrelated to the level of the 
industry's characteristic production .. By-products, such 
as gas made by the coke industry, can be produced 
only on a scale which is fairly closely related to the 
industry's characteristic production or to some particu
lar commodity which is one of the industry's character
istic products. Scrap and waste which arise in the course 
of productive activity can be regarded as a form of by
product Joint products, such as milk and meat pro
duced in the livestock industry, can be produced on 
a scale which depends on the demand for each product 
and, in many cases, in circumstances in which it is 
possible to vary the ratio of the two products in re
sponse to changing conditions of demand In each 
case steps should be taken to reproduce the relation
ships of production in as realistic a manner as possible. 

.3. 16.. While transferring outputs is a comparatively 
simple matter because the outputs of uncharacteristic 
products appear as the off-diagonal elements in the 
industry X commodity submatrix of table 3., l, the 
transfer of inputs is much more difficult In some cases 
it may be possible to supplement information on the 
input structure of industries of the kind shown in 
table .3.2: census returns may be regrouped to show 
the input structures in various industries of groups of 
establishments which are not much engaged in un
characteristic production; data may be collected at a 
level below that of the establishment; engineering data 
may be available on inputs into certain commodities. 
But, as a rule, supplementary information of these 
kinds is incomplete and it is necessary to resort to some 
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42 344 122 412 Indirect taxes. net. -147 8 353 105 63 7 329 85 37 3 33 77 583 

TOTAL COSTS I 1,564 992 4,014 3,032 3,150 2,777 8,416 3,129 1,333 3,174 3,350 3.950 5,509 

I:! 



extent to mechanical means of effecting transfers based 
on the application of mathematical methods. In practice 
the two means should be regarded as complementary 
rather than competitive; all that is important is that 
the mechanical means should be capable of absorbing 
such special information as happens to be available. 

Transferring outputs and inputs 

3 17. We have seen that transferring inputs is, 
generally speaking, more difficult than transferring 
outputs. Let us look at the input-output table that 
results from transferring outputs alone and then at 
the various methods available for transferring inputs as 
welL 

TRANSFER OF OUTPUTS ALONE 

3,18. In terms of tables 3.1 and 3.2 this method 
can be described as follows 

3. I 9. The first step is to convert the output matrix 
at the top left-hand corner of table 3.1 into a diagonal 
matrix by adding into the diagonal element situated at 
the intersection of each row j and column j the off
diagonal elements in that row and that column For 
example in row 6, relating to the basic metal industries, 
the off-diagonal elements are 12 + 58 + 6 + 54 + 
I = 131 and in the corresponding column these ele
ments are I + 85 + 1 + 1 + 1 = 89 Thus in 
place of the diagonal element 2,639 we have 2,639 + 
131 + 89 = 2,859 which can be interpreted either 
as the total production of basic metals plus the sub
sidiary production of the basic metal industries or as 
the total production of the basic metal industries plus 
the subsidiary production of basic metals by othlr in
dustries. 

3 . .20.. When this operation has been carried out for 
each row and column pair, the submatrix is transformed 
into a diagonal matrix in which subsidiary production 
is duplicated since it appears in the diagonal element 
of the industry in which it is actually produced and 
again in the diagonal element cif the industry in which 
it is a characteristic product 

3.21. The second step is to take all the off-diagonal 
elements in the submatrix under discussion and add 
them to the corresponding elements of the input matrix 
at the top of the lower panel of table 3 .2 .. This means 
that each industry is deemed to acquire, and so record 
i? its input structure, the output of its own characteris
tic commodity produced in other branches of industry. 

3.22. The third step is to divide the columns 
reached at the second step by the corresponding out
puts reached at the first step. 

. 3.~3. The input-output coefficient matrix obtained 
1~ _this way cannot be said to relate either to commo
dities or to industries since, as we have seen, eaCh 

. output can be interpreted either as a commodity output 
Phlus the subsidiary production of the industry of which 
! at commodity is the characteristic product or as an 

.. tndus_t'¥ output plus the output of that industry's char
,"~ten~trc product by other industries. This equivocal 
~1uatro~ ~rises because _under this method the output 

·.· s~bsrdrary products rs transferred but the corres
: ponding inputs are not 
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TRANSFER OF INPUTS AND OUTPUTS 

3.24. Let us first consider the assumptions that can 
be used as a basis for mathematical methods of trans
ferring inputs and outputs It is convenient to begin 
with two extreme cases which may be called respective
ly the assumption of a commodity technology and the 
assumption of an industry technology. 

(a) The assumption of a commodity technology. 
This means that a commodity is assumed to have the 
same input structure in whichever industry it is pro
duced. It is shown in the mathematical annex that 
effect can be given to this assumption by combining 
an input coefficient matrix with the iiwerse of an out
put coefficient matrix in which the elements represent 
the proportions of various commodities which are 
produced by each of the industries This assumption 
can be used to form either a commodity X commodity 
or an industry X industry table but, since it involves 
the inverse of the output coefficient matrix, it is only 
applicable if the input and output matrices are square 
or can, by a suitable separation of different kinds of 
output such as by-products and ordinary subsidiary 
products, be reduced to this form 

(b) The assumption of an induwy technology .. 
This means that an industry is assumed to have the 
same input structure whatever its product mix. It is 
shown in the mathematical annex to this chapter that 
effect can be given to this assumption by combining 
an i~p~t coefficient matrix with an output coefficient 
m~tnx m whrch the elements represent the proportion 
of each commodity which is produced by the various 
ind_ustries: a !'larket shares matrix as it may be called. 
This assumption can be used to form either a commo
dity X commodity or an industry X industry table and 
can be applied to rectangular as well as square matrices. 

. 3..25. As _has been _said these are extreme assump
tmns and will only give the same results if there is 
no subsidiary production of any kind, that is to say 
if the problem they are designed to resolve does not 
exist. Experience shows that many of the coefficients to 
~hich they lead are not much affected by the assump
tron chosen, but each is capable of giving rise to 
entries which are manifestly absurd and even, in the 
case of assumption (a), negative. It is not difficult to 
see how such results can arise. For example, in many 
countries the motor-car industry makes products char
acteristic of the aircraft industry, but these are usually 
restricted to aero-engines However, on assumption 
(a), these engines are transferred to aircraft with the 
input structure appropriate to aircraft Since there are 
inputs into aircraft which are not used in making en
gines the transfer of these inputs from the motor-car 
industry will involve a corresponding negative input 
mto the commodity molar-cars if the car industry 
does not itself make use of these inputs. 

3.26.. While mathematical methods can be brought 
to bear on this problem too, it can be resolved most 
effectively if the subsidiary production in question can 
be identified ~s aero-engines and if the input structure 
of these engmes can somehow be estimated This 
example shows one way in which mathematical and 
non-mathematical methods can fruitfully be combined. 

3..27. Apart from this, there are many ways in which 
the assumptions can be combined to give a more realis-



tic model of the relationships of production, All of 
these involve separating out the elements of the output 
matrix into different subgroups, such as subsidiary 
products and by-products, and making appropriate 
assumptions about each subgroup, This kind of devel
opment of the basic assumptions is illustrated numeri
cally below and is set out algebraically in the mathemat
ical annex The method turns out to have a wide 
variety of applications which can be accommodated 
within the linear structure of input-output analysis and 
does much to bridge the gap between mathematical 
adjustments which are often considered unduly rigid 
and adjustments calling for special knowledge which 
all too often are inapplicable because this knowledge 
does not exist 

The basis of valuation in input-output tables 

3-28 One of the main uses of input,output analy
sis is to calculate the output vector associated with a 
given vector of final demand. The method proceeds 
first by adding together the demands for each commo
dity obtained from the components of final demand, 
such as private consumption expenditures, exports and 
so on, and then by working out the inputs needed 
directly and indirectly to meet these demands and 
adding them in too. The results take the form of gross 
output levels for each of the commodity groups 

3 -29, If output levels are to be obtained in this way 
through the addition of components it is clearly desira
ble_ that these components, whether they represent 
intermediate or final demands, should be measured in 
as homogeneous a way as possible Since they are 
usually measured in money terms, partly because phy
sical measures are not available in many cases and 
partly because accounting constraints are important, it 
is necessary that their valuation should be as uniform 
as it can be made. From this point of view producers' 
values are to be preferred to purchasers' values since 
the latter include trade and transport charges on out
puts as well as on inputs and these charges vary signi
ficantly between different types of buyer. Similarly, 
basic values are to be preferred to producers' values 
because the latter include commodity taxes on outputs 
which not only vary between types of buyer but may 
also be affected by the precise composition of pur
chases within a commodity group To give examples: 
at purchasers' values, private consumers pay retail 
margins which do not arise in the case of business 
purchases; at producers' values, private consumers 
usually pay commodity taxes at a higher rate than do 
businesses while export sales are often subject to draw
back of taxes paid at all stages of the productive pro
cess; and, finally, if fuel oil and gasoline are both 
included in the commodity ~roup petroleum products 
and if the rate of tax is low on fuel oil and high on 
gasoline, then a pound's worth of petroleum products 
at producers' values will represent a much smaller 
quantity in the case of road transport undertakings 
and private motorists than it does in the case of the 
general run of industrial users whose purchases are 
mainly of fuel oiL 

3.30. The relationships between these different 
bases of value are set out in detail in the mathematical 
annex of the following chapter. It is shown there that 
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the basic values referred to above are appro 
the sense that commodity taxes are subtract,; 
the producers' valu~ of outi:uts b_ut not fr 
producers' value of mputs, Thi~ basis of value:, 
ommended because it seems hkely to remov· 
major sources of price heterogeneity while be~n
easier to construct than true measures of basic 

3 3 L While the use of basic rath_er than pro 
values will modify the rows of t_he '!'put_ matrtj:. 
the columns of the output matnx) 1t will usuai 
found that the largest changes will occur between'!' 
mediate purchases on the one hand and the pure· 
of various classes of final buyer on the other. ,_ 

The treatment of' imports in input-output 

332 As can be seen from table 3.1,_imports a 
at the intersections of a separate row with the co 
for commodities Commodities are divided into' 
main classes: competitive and ~':'mplementar:y._ A 
have seen, supplies of ~ompet1t1v_e commod1t!es 
come either from domestic production or_ ~rom 1m • 
in the case of complementary c_of!'m'?d1t1<:s, . they' 
only come from impo:t_s. The d1stmct10n 1s 1mpo 
because if the compet1t1ve and complementary co. 
nents of a given commodity group (such as m·· 
products) were amalgamatedi i_t W<;>Uld follow th 
country with any kind of mmmg mdustry would, 
deemed to meet at least part of the demand foi
mining products eve~ if some of these products w 
not in fact produced m the country. 

3 .33_ The composition of the two _c'.'tegories, co 
petitive and complementary c'?mmod1t1es, necessa _ 
varies from country to country smc~, for example, so 
countries have coal mines but no 01! wells while othe 
have oil wells but no coal mines, 

3-34. The main advantage o! this method o".er t_ 
alternative of routing imports directly to users 1s th 
it calls for less information. In the case of compleme ,. 
tary imports there is, of course, no difference:; t!ie r_o ,,, 
for each complementary import_ shows the d1stnbut10, 
of this import over user~ B~t, _m the case of COf!1pet1 
tive commodities, what 1s d1stnbuted o':'er users 1s the, 
total supply, whether this comes from Imports or do7<; 
mestic production Although the sources of supply,. 
are nmmally known in the aggregate, !_hey, will often 
not be known for individual user~; and _it will not ad:1 : 
anything to our knowledge of_ mdustnal structure_ 1f • 
each user is assumed to draw its supply from for:1gn 
and domestic sources in a fixed, average proportion. 

3 35, In table 3 .. 1, import duties ar~ divide~ into 
protective duties, which are shown at the mtersect10n of 
the row for import duties and columns I to 13, and 
other import duties, which appear _as the fi_nal _ ei:itry 
in the row for import duties T~e obiect of this d_1stmc-· 
tion is to increase the uniformity of the valuat10n _ of 
imports in relation to the valuatioi: of the corr~spond1!'g 
domestically produced commod1t1es, Pr?tecl!ve dut1~s 
are those which aim to put the, domes!1c producer m 
a competitive position vis-_3-vis for_e1_gn producers .. 
Other import duties aim mam1¥ at ra1smg revenue o~ 
discouraging consumpt10n and, m the case of competI 
tive commodities are usually matched by a correspond
ing excise duty ~n the domestically produced commo-



dity While the distinction may be of value, protective 
duties are often small and present difficulties of defini
tion. As a consequence, protective duties are not shown 
separately in the standard accounts and tables of chap
ter VIII in which all import duties are included in the 
category here termed other import duties. 

Alternative matrices of input~outpul coefficients 

.3.36. As we have seen, matrices of input-output 
coefficients can differ in various ways: thus, 

(a) They can be based on a variety of procedures 
for transferring inputs and outputs; 

(b) They can relate either to inputs of commodities 
into commodities or to inputs of industry outputs into 
industry outputs; and 

( c) They can be expressed in basic values or in 
producers' values 

3.37. The data in tables 3.1 and 3.2 can be used 
to construct a variety of these matrices. As we shall 
see, there are advantages in constructing commodity X 
commodity matrices expressed at basic values. Tables 
3...3 through 3.7 set out five variants of such matrices. 

3.38. Table .3.3 illustrates the consequences of 
transferring outputs alone in the manner described in 
paragraphs .3 18 through 3.23 above. Tables 3.4 and 3.5 
illustrate the consequences of adopting the extreme 
assumptions of a commodity technology and an indus
try technology respectively The form of these calcula
tions is described in the mathematical annex to this 
chapter Tables 3.6 and 3 .7 illustrate the consequences 
of mixing these assumptions, treating by-products in 
one way and ordinary subsidiary products in the otherc 
In each case four by-products are isolated.' The first 
of these is in row 5, column 3 of table 3.1, where 30 
units out of the total of 69 shown relate to animal 
feedstuffs · produced by the chemical industry. The 
second is in row 5, column 9, where 45 of the 61 units 
relate to gas produced in the coke industry. The third 
is in row 6, column 9, where 4 7 of the 54 units relate 
to gas produced in the iron and steel industry .. Finally, 
all the 109 units in row 9, column 5, relate to coke 
~roduced in the gas industry. The mixture of assump
tions used in constructing each of these tables is set 
out in the mathematical annex. Broadly speaking, it is 
assumed in constructing table 3.6 that ordinary subsi
diary products are made with the input structure of 
their characteristic commodity group whereas by-pro
d~cts are made with the input structure of the commo
dity group of which they are by-products; and, in 

; constructing table 3. 7, the opposite assumptions are 
made. As a consequence, table 3 6 is similar to table 
3,4 except that a few elements are moved closer to 

. those in table 3 5; and table 3.7 is similar to table 
3h5 ex_cept that a few elements are moved closer to 
t ose m table 3 4. In each case the elements mainly 

5ffected are those in row 2, columns 5 and 9, rows 
_and 6, column 9 and row 7 column 6. Apart from 

this the two tables are not very different from one 
~nbother and, indeed, the same can be said of all four 

; .ales, 3A through 3.7, in which inputs as well as out-
puts are transferred. 

i 3·3? If we compare table 3.6, say, with table 3.3 
n Which only outputs are transferred, we shall again 
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find much similarity coupled with a number of instan
ces of considerable divergence Examples of this 
divergence are to be found in: row 2, column 5; row 
5, columns 3 and 9; row 6, column 9; row 7, column 
6; and row 9, column 5. 

3.40. Despite the many similarities, the differences 
noted are sufficiently important to make a choice be
tween the tables desirable. Within the limits of this 
example, there seems little doubt that table 3 .6 makes 
the best use of the information set out in tables 3.1 
and 3 2 Table 3..3 represents an unnecessarily crude 
use of these data in that it does not involve the transfer 
of inputs; tables 34 and 3 5 represent the use of ex
treme assumptions in making all transfers; and table 
3.7, while it reflects a mixture of assumptions, makes 
use of what seems a rather implausible mixture com
pared with table 3.6 

34 I . These examples are only illustrations of the 
way in which input and output tables can be combinecl 
to yield input-output tables. As more and more is 
found out about the nature of different kinds of subsi
diary production, it becomes possible to represent the 
relationships of production more and more accurately. 
Only simple possibilities in this direction are illustrated 
~~ . 

3.42. Tables 3.3 through 37 are all commodity X 
commodity tables. In each case it would be possible to 
produce a corresponding industry X industry table. 
For purposes of comparison one such example is 
given, namely table 3.8, which is directly comparable 
with table 3.5 above. On the whole, tables 3.5 and 3 8 
are not very different. 

3.43. Finally, all the coefficient tables given up to 
now have been expressed at basic values. Table .l.9 
is expressed at producers' values but it is otherwise 
directly comparable with table 3.8. 

3 .44. Again, there is a strong similarity between 
the two tables with a tendency for the entries in the 
basic value table to be a little higher than those in the 
producers' value table .. This is, however, only a tenden
cy; numerous exceptions can be found especially in 
the diagonal As has been said, however, the main 
advantage in the use of basic values is likely to be 
found in the greater uniformity it introduces into the 
components of final demand than in the distortions· it 
leads to in the coefficient matrix. We shall return tci 
this point in a later section of this chapter after first 
considering the inverse matrices derivable from some 
of the coefficient matrices that have just been given 

The inverlJe matrix: some comparisons 

3.45. The connecting link between final demands 
and outputs is the inverse of the matrix obtained by 
subtracting the input-output coefficient matrix from 
the unit matrix. The elements of this inverse matrix 
measure the total requirements, direct and indirect, for 
the commodity shown in the row needed to meet one 
unit of final demand for the commodity shown in the 
column. This matrix is sometimes called a matrix 
multiplier because it is the matrix analogue of tlie 
scalar multiplier used in the Keynesian theory of in
come determination. The inverse matrix associated 
with table 3 6 is shown in table 3. I 0. 
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Table 3.3. Commodity X commodity input-output coefficient matrix 

Direct requirements per 1,000 units of _final demand calculated 011 the assumption that only outputs are transferred 

(Basic values) 
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Agriculture, forestry, fishmg . 1 44 171 71 4 5 
Mining 2 2 19 6 8 61 42 3 34 192 11 
Food, beverages, tobacco. 3 164 126 1- 12 2 1 
Textiles, wearing apparel, leather. 4 5 6 3 376 21 1 7 24 2 2 
Rubber, chemicals, petroleum products. 5 102 35 56 74 241 58 36 62 107 30 
Basic metal mdustnes. 6 28 2 1 11 284 72 8 48 63 
Metal products, machmery, equipment. 7 43 44 24 22 35 65 255 42 42 63 
Manufacturing n.e.c .. 8 7 34 33 16 30 11 33 239 17 150 
Gas, electricity, water. 9 7 22 7 9 61 42 12 19 60 2 
Constructmn 10 30 47 3 6 5 5 5 9 2 171 
Transport and commumcatton . II 40 36 21 21 36 41 20 31 33 25 
Distribution 12 32 20 21 28 18 42 15 32 16 17 
Services ..... 13 33 19 27 26 36 38 38 49 19 38 

Table 3.4. Commodity X commodity input-output coefficient matrix 

Direct reqmreme11ts per 1,000 wuts of final demand calculated on the assumption of a commodity technology 

(Basic values) 
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Manufacturmg n.e.c. 8 5 30 34 13 28 10 30 249 11 147 
Gas, electnc1ty, water .. 9 7 22 7 9 28 43 12 19 69 2 
Construction IO 30 47 3 6 5 5 3 4 2 176 
Transport and communication. JI 40 36 22 21 38 43 19 32 36 25 
Distribution 12 32 20 14 19 19 45 !4 33 18 17 
Services 13 33 19 27 27 38 40 37 51 19 39 
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coefficient matrix 

IJii'lCf: /,iqr~rrJ::i;~'i/~J~- 1;000 units o_f (i.nal demand calculated 011 the assumptwn of an indusJry technology 

(Basic values) 
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Agriculture, forestry, fishmg . 1 44 171 71 6 
Mining .... 2 2 19 6 9 68 42 J 33 193 
Food, beverages, tobacco. . . . , .. 3 164 126 i 6 2 
Textiles, wearing apparel, Jeather. 4 5 7 4 376 20 2 7 23 2 
Rubber, chemicals, petroleum products .. 5 102 34 43 73 244 59 36 59 79 
Basic metal industries. 6 28 2 1 9 289 167 8 23 
Metal products, machinery, eqmpment _ 7 43 45 25 22 35 43 256 38 44 
Manufacturing n.e.c ... 8 7 31 34 15 29 12 32 240 15 
Gas, electricity, water. 9 7 22 8 10 30 42 12 19 63 
Construction 10 30 47 3 6 5 5 4 6 3 
Transport and commumcatlon .. II 40 36 22 21 38 41 20 32 37 
Distribution 12 32 20 15 19 19 42 15 33 19 
Services 13 33 19 27 27 37 39 37 50 22 

Table 3.6. Commodity X commodity input-output coefficient matrix 

Direct reqwrements per 1,000 units~of final demand caiculated on the assumption that A== B r.c;1 (I 

(Baste values) 
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Table 3.7. Commodity X commodity input-output coefficient matrix 

Direct reqmremems per 1,000 umts of final demand calcuiated on the assumption that A== B(I + D1C2 

(Basic values) 
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1 2 3 4 5 6 7 8 9 

Agnculture, forestry, fishing. 1 44 172 71 4 
Minmg 2 1 19 6 9 61 39 3 33 217 
Food, beverages, tobacco. 3 164 127 l 6 2 
Textiles, weanng apparel. leather .. 4 5 7 4 376 22 2 7 23 
Rubber; chemicals, petroieum products. 5 102 34 41 73 255 59 36 59 57 
Basic metal mdustries. 6 28 2 l 9 293 167 8 13 
Metal products, machmery, eqmpment. 7 43 45 25 22 34 43 256 38 45 
Manufacturing n.e.c .. 8 7 31 34 15 30 12 32 240 13 
Gas, electnc1ty, water. 9 7 22 7 10 28 42 12 19 68 
Construction 10 30 47 3 6 5 5 4 6 3 
Transport and communication. 11 40 36 22 21 38 42 20 32 36 
Distribution 12 32 20 15 19 19 43 15 33 18 
Services 13 33 19 27 27 38 40 37 50 20 

Table 3.8. Industry X industry input-output coefficient matrix 
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Direcl requirements per 1,000 umts of final demand calculated on the assumption of an industry technology 

(Basic values) 
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Table 3.9. Industry X industry input-output coefficient matrix 

Direct requirements per 1,000 units of final demand calculated on the assumption of an industry technology 

(Producers' values = basic values plus commodity taxes, net) 

Agncuiture, forestry,' fishing. 
Mining 
Food, beverages, tobacco .. 
Textiles, weanng apparel, leather. 
Rubber, chemicals, petroteum products. 
Basic m'etal industries. 
Metai products, machinery, equipment. 
Manufacturing n.e.c .. 
Gas, eiectric1ty, water .. 
Construction 
Transport and commumcation .. 
Distribution 
Services 
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Table 3.10. Commodity X commodity inverse coefficient matrix 

Direct and mdirect reqmrements per 1,000 units of fina'J demand calcuiated on the assumption that A 

(Basic values) 
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3.46. As was the case with the coefficient matrix, 
the elements in this table relate to requirements per 
1,000 units'of final demand. The elements in the two 
matrices are therefore directly comparable and the 
excess of those in table 3. IO over those in table 3.6 
measures indirect requirements plus, in the case of 
diagonal elements, the 1,000 units that have to be 
supplied. For example, in order to supply 1,000 units 
of commodity l, a further 45 units of this commodity 
are needed directly and a further 42 units are needed 
indirectly; and, for the same purpose, l 03 units of 
commodity 5 are needed directly and a further 84 
units of this commodity are needed indirectly .. 

3.47. We saw in the preceding section that many 
of the elements in the various coefficient matrices were 
very much alike but that there were notable exceptions 
Much the same is true of the corresponding inverse 
matrices and so, rather than reproduce all these matri
ces in full, it seems more illuminating to concentrate on 
some of the more important differences. 

3 48. This is done in table 3 .1 l below. Each of the 
eleven rows relates to an element in the inverse matrix 
referred to by its row and column numbers; thus the 
first row relates to the element in row 2, column 9, 
that is to say to the direct and indirect requirements of 
mining products in the production of gas, electricity 
and water. The five columns relate to the inverse matri
ces obtained from tables 3. 3 through 3. 7. 

Table 3.lL Selected items from the inverse matrices 
corresponding to tables 3.3 through 3.7 

Direct and indirect requirements per 
1,000 units of final demand 

( Basic values) 

Table Table 1 able Tabh T11bfr 
Elcmrul 33 1.4 1.5 1.6 1.7 

29 235 26t 231 237 254 
5 3 143 115 120 117 119 
5.8 147 136 136 135 137 
5.9 195 114 149 147 I 18 
6.8 52 38 46 38 46 
6.9 115 57 74 71 60 
7.6 164 99 120 99 120 
7.8. 111 94 JOO 94 100 
7. 10 152 124 131 124 131 
95 100 53 54 55 52 

12 4 64 49 49 49 49 

3.49. If we look at the first row of table 3.11 we 
can see that the figure obtained from the mixed assump
tion of table 3.6 moves towards tliat obtained from 
the assumption of a pure industry technology (table 
3 5) while the figure obtained from the mixed assump
tion of table 3 .7 moves towards that obtained from the 
assumption of a pure commodity technology (table 3.4). 
This is largely accounted for by the production of gas 
as a by-product in coke ovens (included in group 5) 
and blast furnaces (included in group 6). In 
tables 3. 5 and 3 6, this gas is assumed to have the in
put structures of groups 5 and 6 whereas in tables 3 4 
and 3. 7 it is assumed to have the input structure of 
group 9. There can be little doubt that in principle the 
first of these assumptions is to be preferred; as regards 

the actual figures they are likely to be distorted by the 
excessive aggregation in this example arid, in particu
lar, by the inclusion of coke ovens, a small industry 
which uses a large quantity of coal, in group 5 which, 
on average, uses a relatively small quantity of coaL 
The results obtained from transferring outputs alone 
(table 3.3) are, in this case,, similar to the preferred 
results, largely because of the considerable quantities 
of subsidiary products (largely by-products) which, 
on this method, are included in the output of group 9 
As we shall see, this method tends to give somewhat 
erratic resultsc 

3 SO. Turning to rows 2 and 3, we can see that in 
these cases the choice of assumption makes relatively 
little difference as long as inputs as well as outputs are 
transferred. Row 4 illustrates a case in which it does 
make a difference but in which the failure to transfer 
inputs leads to a very high figure. This is the case of 
products of the chemical group required directly or 
indirectly by the gas, electricity and water group. The 
low figures based on tables 3.4 and 3.7 reflect the as
sumption that the by-product gas made by group 5 is 
made with the input structure of group 9, which 
makes little use of chemical inputs, rather than with 
the input structure of group 5 which makes a much 
greater use of chemical inputs Tables 3.5 and 3.6 
reflect the opposite assumption, namely, that by-pro
duct gas is made with the input structure of the charac
teristic output of the producing industry. The abnormal 
figure based on table 3.3 reflects the fact that the high 
figure for the output of group 9 is more than offset 
by the inclusion of coke oven gas as an input into 
that group. 

46 

3.51 Each of the remaining rows of table 3.11 
can be interpreted in a similar way Thus row 7 relates 
to metal products used in the production of basic 
metals In this case the assumption of a commodity 
technology seems most appropriate; and this assump
tion leads to the smallest figure, only some 60 per 
cent of the figure based on table 3.3. 

The effects of price heterogeneity 

3. 52. The following example makes use of the in
verse matrices corresponding to tables 3.8 and 3.9, 
that is to say inverse matrices associated with indus
try X industry coefficient matrices based on the as
sumption of an industry technology and expressed in 
terms of basic values and producers' values respective
ly .. The important fact in this example is the difference 
in the basis of valuation: nothing more. 

353. Table 3 12 sets out for a particular product 
group, food, beverages and tobacco, alternative esti
mates of direct and indirect requirements at basic 
values per 1,000 units of final demand valued at 
producers' values In this table the figures in the third 
columns of the inverse matrices associated with tables 
3. 8 and 3 9 are reproduced in columns l and 4. If we 
work from table 3 .8 we need to know the basic values 
which correspond to 1,000 units at producers' values 
of each kind of final demand In the present case the 
figures are 872 units for domestic final demand and 
1,652 units for export demand The figures in the 
second and third columns show the differential effect 



-
Table 3.12. Direct and indirect requirements at basic values per 1,000 units 

of final demand at producers' values for food, beverages and tobacco 

From invcr.re associated 

Colu11111 3 

I 

Agriculture, forestry, fishing I 221 
Mining 2 23 
Food, beverages, tobacco, 3 1,193 
Textiles, wearing apparel, leather 4 17 
Rubber, chemicals, petroleum products 5 115 
Basic metal industries 6 26 
Metal products, machinery, equipment 7 75 
Manufacturing n.e.c 8 77 
Gas, electricity, water 9 21 
Construction 10 19 
Transport and communication 11 60 
Distribution 12 35 
Services 13 57 

throughout the system of a given expenditure by these 
two types of final buyeL If we work from table 3 .9 
we cannot hope to find any differential effect but we 
can reduce the figures in the fourth column by re
moving commodity taxes from each requirement ex
pressed at producers' values. The average ratios of basic 
to producers' values are shown in the fifth column and 
the result of the calculation is shown in the final 
column. 

3.54 This table illustrates a number of points. In 
the first place, a comparison of columns 2 and 6 
shows that the numbers are very similar .. This suggests 
that similar results can be expected on either basis of 
valuation if (i) the ratio of producers' to basic values 
are similar for all buyers or (ii) a particular class of 
final buyer takes a large proportion o[ the total supply 
In the second case the conclusion follows only for the 
large buyer, as can be seen by comparing columns 2 
and 3 Drawbacks and remissions of tax on export 
sales mean that a given expenditure on exports buys 
more goods and includes less tax than a corresponding 
expenditure in the domestic market. Had the ratio of 
home to export sales been more nearly equal it is to 
be expected that the figures in columns 2 and 3 would 
have been more symmetrically distributed around those 
in column 6. 

3.55. In the second place, if there are differences 
in the ratio o[ producers' to basic values, it is dan
gerous to use a matrix calculated at producers' values 
unless the shares of final buyers in each commodity 
supply are expected to remain approximately constant 

3.56. Finally, the table suggests another problem. 
If export sales are small, columns 2 or 6 should provide 
valid estimates o[ the direct and indirect requirements 
for sales in the domestic market But if, in these cir
cumstances, the composition of export sales is very 
different from the composition of sales to all final 
buyers, column 3 may provide a very poor estimate of 
the direct and indirect requirements for exports. This 
is a problem that can only be resolved through dis
aggregation. 

1vitlt table 3 8 From i11nrs,· ussocintrd with t11blr 3 9 

Rcq11ircmc11ts at basic 
110/uc.s for 

Avcray,· rutio Requirements 
Domestic of basic to al basic valurs 
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final praduurs' for any 
dema11d Erports Co/um11 3 t!alncs final demand 

2 3 4 5 6 

193 365 181 1 095 198 
20 38 20 0991 20 

1,040 1,971 1,176 0 915 1,076 
15 28 15 0.966 14 

100 190 103 0 980 101 
23 43 22 0 997 22 
65 124 67 0 961 64 
67 127 69 0 973 67 
18 35 19 0 973 18 
17 31 17 0 999 17 
52 99 54 0 990 53 
31 58 32 0 980 31 
50 94 52 0.894 46 

Is there an ideal input-output table? 

3.57. This is not an easy question to answer: partly 
because there are different and, in some degree, con
flicting criteria of excellence; and partly because there 
are many purposes for which input-output tables may 
be wanted. As regards criteria, our first aim may be 
to construct a very accurate table but we may be 
checked in trying to realize this aim by the cost and 
difficulty of doing so. As regards purpose, we may not 
be capable of using a very detailed classification of 
commodities or industries and so the only advantage 
of a very large table would be an instrumental one: 
the aggregated results obtained from it are expected 
to be more reliable than those obtainable from a 
smaller table. 

3 58. With such considerations in mind let us 
now examine the main decisions that have to be taken 
in constructing an input-output table. 

'fHE SIZE OF THE TABLE 

3.59. As has just been said a large table may be 
wanted either because the detailed calculations that 
can be made with it are capable of being used or for 
the instrumental purpose of improving on the results 
of a smaller table While if great detail is needed there 
is nothing to be done but try tci construct a large table, 
experience suggests that for instrumental uses the gains 
to be expected from large tables may be relatively 
small. However this may be, a limit is set on the 
size of the table that can be constructed by the detail 
in which information is available. While some more 
or less arbitrary estimation and adjustment is involved 
in all cases, it is obviously important that its role should 
be kept within bounds. Lack of human resources and 
inadequate computing facilities may also set limits to 
what can usefully be attempted, though the second of 
these factors is becoming less and less important With 
notable exceptions, tables recently constructed have 
tended to distinguish some twenty-five branches whereas 



t~o~e n?w. under construction are somewhat larger, 
d1stmgmshmg some fifty to a hundred branches. 

THE UNDERLYING INPUT AND OUTPUT TABLES 

3 .60. The basic data contained in the input and 
out_put . tables should be set out as fully as possible. 
ThlS will usually lead to rectangular tables with more 
commodities than industries. 

THE BASIS OF VALUATION 

3 61. Commodities should be valued in as homo
geneous a manner as possible, allowance being made 
for th~ cost ~nd difficulty of ad justing recorded values 
to achieve this end. The compromise suggested in this 
report is the use of producers' values less commodity 
taxes or what are here termed "basic values" (strictly 
"approximate basic values" as defined in the following 
chapter). The advantage of basic over producers' 
values must to some extent depend on the characteristics 
of the tax system. In general the effects of differ
e_ntial taxation "'.ithin the input-output matrix are 
likely to be mamly associated with the excessive 
aggregation of commodities. What in many cases is 
much more important is the differential effect between 
producers. and on th_e one hand private consumers 
( who typically pay higher commodity taxes) and on 
the othe_r hand exporters ( who typically pay lower 
commodity taxes and benefit from a drawback of taxes 
already paid by producers) . 

CoMMODlfY X COMMODITY versu, INDUSTRY 

X INDUSTRY TABLES 

3_. 62 .. Most . applications of input-output analysis 
begm with a given final demand for commodities and 
work out the_ corresponding levels of commodity out
puts takmg mto account the direct and indirect re
quirements of the productive system itself. For this 
purpose. a commodity X commodity table is the more 
appropnate Other applications go on to examine the 
primary inputs into industries needed to sustain the cal
culated production levels This can be done by trans
fo~ing commodity outputs into industry outputs. With 
this s~quence of calculations an industry X industry 
table 1s unnecessary. Moreover, this sequence is the 
natural one since it is likely that industrial outputs 
adapt themselves to the demand for commodities and 
it see!"s rather forced to think of commodity outputs 
adaptmg themselves to the demand for the mixed 
output of industries. 

TRANSFERS OF OUT PU IS AND INPUTS 

3.63. We have seen that the procedure under which 
outputs al?ne _are transferred is inferior to the procedure 
under which mputs are transferred as well because, in 
t~e first case, the re~u)ting table is based on a duplica
tion of uncharactensllc outputs and cannot be inter
preted in either commodity X commodity or industry 
X industry terms. 

MECHANICAL Venus MANUAL METHODS OF MAKING 

TRANSFERS 

3 .64. If we had a separate cost structure for each 
commodity in our classification as made by each 

industry in our classification, all transfers could 
made by simple addition. In practice so much · 
mation is almost never available; indeed, in 
countries, ahnost none of it is available. This beini 
mechanical methods based on a mathematical mo' 
cannot be avoided. 

ASSUMPTIONS BEHIND MECHANICAL METHODS 

3.65. We have seen that there are two limi ·· 
assumptions, which have been called the a~sumpti 
of a _commodity technology and the a?sumpt!on of 
industry technology, that can be used m mak1_ng trans: 
fers of inputs. In many cases these assumptmns lea 
to similar results; but this is not always so. Rathe 
than use either exclusively, it is better to mix the 
so as to reproduce as faithfully as possible the relation 
ships of production. 

SUMMARY 

3.66. From what has been said it is clearly. imposl 
sible to prescribe an input-output table that 1s ideal 
for all purposes in ever:,: country. Howev~r,. for n:iost 
purposes in most countnes, a good prescnpt1?n m1_ght 
run as follows. The table should be of medmm size; 
with around fifty branches, based on rectangular inpuf 
and output tables. Basic values provide a . suitable . 
means of valuation and, if only one table 1s to be 
constructed, a commodity X commodity table is to 
be preferred to an industry X industry table.. Inputs 
should be transferred as well as outputs and, while 
special information should be used as far . as possible 
in doing this, the mechanical methods, which m most 
countries will have to do nearly all the work, should 
be based on a mixture of assumptions, the precise 
mixture varying with the nature of industrial connexions 
in different countries. 
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ANNEX 
Mathematical discusi;ion 

Ti!E BASIS OF INPUT-OUTPUT (Al .CUl ATIONS 

3 67 The information contained in tables 3 I and 3 2 of 
this chapter can be rearranged schematically as in table 3 13 
below 

Table 3.13. A schematic arrang:t!mcnt 
of input-output data 

u 

I 

C 

I 

q 

g 

y' " 
q' g' " 

3 .68, In this table, lhe capital letters Jenote matrices, the 
small bold letters denote vectors and the small Greek letter 
denotes a scalar (a single number} Vectors are written as 
column vectors and row vectors are written as transposed 
column vectors by the attachment of a prime (') superscript 
In what follows the interchange of rows and columns (trans
position) in a ~atrix is also indicated by a prime superscript 



3.69. The first row and column relate to commodities The 
row shows the absorption of commodities as intermediate 
input by industries ( the elements of U} and by final buyers, 
net (the elements of e), The matrix U has commodities in the 
rows and industries in the columns Its typical element, in 
row J and column k, say, represents the amount of com
modity j used up in production by industry k The row sums 
of this matrix represent the total industrial intermediate use 
of the various commodities; the column sums represent the 
intermediate use of all commodities by the various industries 
The vector e has, again, commodities in the rows and a single 
column. Each element of this vector represents the net final 
use of a particular commodity; that is to say the use for 
private and government consumption, for capital formation 
and for net exports 

3 70 Since imports have been deducted in the row, the 
first column of the table shows the sources of commodities 
in the various domestic industries. The matrix V has industries 
in the rows and commodities in the columns. Its typical 
element, in row k and column j, say, represents the production 
of commodity j by industry k This matrix is strongly diagonal 
because the overwhelming proportion of the output of most 
industries consists of their own characteristic products It is 
not strictly diagonal, however, because many industries have 
a certain amount of subsidiary production 

3,71 The column vector, q, at the end of the first row has 
as elements the domestic output of each of the commodities; 
this vector is repeated as a row vector at the bottom of the 
first column 

3. 72 The second row and column relate to industries. 
Whereas the column sums of V give the domestic output of 
the various commodities, the rov. sums of V give the domestic 
output of the various industries These row totals are the 
elements of the vector, g, of industry outputs. The second 
column shows the costs that make up the value of these 
outputs; the column sums of U, which represent the cost of 
intermediate inputs, and the elements of the row vector y', 
which represent the cost of primary inputs (value added) 

3.73 The final row and column relate to everything else 
in the economy They contain, in the row, the value added in 
each industry and, in the column, the net final expenditure on 
each commodity. These sums are necessarily equal and are 
represented by the symbol 7J This product total is less than 
the domestic product because it does not contain product 
arising in government services and in the services of private 
non*profit institutions 

}NPUf·OUTl'UT REL/1.TIONSHIPS 

3,74. In terms of table 3.13, input*output analysis rests on 
six relationships, three of which are arithmetic identities and 
three of which are assumptions relating to the technical condi
tions of production 

3_75 The first relationship is 

q = Ui + e ( 3 I) 

where i denotes the unit column vector so that U i denotes 
the row sums of U Equation (3 l) states that the domestic 
production of each commodity is absorbed either as interM 
mediate product or as final product, net 

3. 76 The second relationship is 

q = V'i (3 .2) 

ihat is to say the output of each commodity is equal to the 

3,78 The fourth relationship is 

U =Bi (3.4) 

where B is a matrix of coefficients of dimensions commodity 
X industry and fr denotes a diagonal matrix with the elements 
of g in the diagonal Equation (3 4) states that intermediate 
inputs of commodities are proportional to the industry outputs 
into which they enter 

3 79. The fiflh relationship is 

~ 

V' =Cg- (3 .5) 

where C is a matrix of coefficients of dimensions commodity 
X industry Equation (3.5) states that each industry makes 
commodities in its own fixed proportions 

3 80 The final relationship is 

J' = D q (3 6) 

where D is a matrix of coefficients of dimensions industry 
x commodity. Equation (3 6) states that commodities come 
in their own fixed proportions from the various industries 

TECHNOLOGY ASSUMl>T!ONS 

3.81 The various assumptions that can be used in trans* 
ferring inputs and outputs can be expressed as follows. 

The msumptio11 of a commodity technology 

3 82 From (31), (32), (34) and (3.5) we can write 

q U i + e 

- B g + e 

= B C- 1 q + e 

(/-BC-1)-le 

where / denotes the unit matrix, and 

g c-1 (/ _ B c-1)-1 e 

(/ _ c-1 B)-' c-1 e 

(3 7) 

(3 8) 

3 83 Thus, if we denote the input~output coefficient matrix 
by A, we find that on this assumption: A = B C- 1 for a 
commodity x commodity table; and that A = C- 1 B for an 
industry X industry table. We also see from ( 3 .8) that if we 
wish to analyse industry outputs we must convert the net final 
demand for commodities, e, into the net final demand for 
industry outputs, represented by_ c-1 e 

3.84 It will be noticed that both (3.7) and (3.8) involve 
the matrix inverse, C- 1 Since a matrix can only be inverted 
if it is square, it follows that the assumption of a commodity 
technology can only be used if the number of industries is 
equal to the number of commodities .. 

The arnunption of an industry tecl,110/ogy 

385 From (31), (33), (34) and (3.6) we can write 

q U i + e 

- B g + e 

=BDq+e 

= (/ - B D)-l e (3 .9) 
sum of the amounts made in each of the industries and 

3 77 The third relationship is 

g = Vi (3 3) 

that is to say each industry's gross output is equal to the sum 
of its outputs of each commodity 
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g D(/-BD)-le 

(I - D BJ-l D e (3 IO) 

3 86 Again if we denote the input~output coefficient matrix 
by A, we find that on this assumption: A = B D for .a com~ 



I 

I 
! 

·I 

. commodity table; and that A == D B for an indus~ 
fllod1tY. ~ t y table. By comparison with (3 .7) and (3 8) we 
trY :,( ,n :\ \he role played in them by C- 1 is now played 
can see~ a on the assumption of an industry technology, it is 
bY D· 'I us, ssential that the number of industries should be 

tonger e d .. 
no the number of comma 1t1es 
equal to 

Mixed assumptio11s 

lt is not necessary to rely wholly on the extreme 
3.&7 · . described above; they can usefully be mixed as 

,nptions . I f assll • g example illustrates Suppose that the e ements o 
ttie fo\ldo_w_idned into two parts, V1 and V2, say, so that 
V are 1VJ 

V = Vi + V 2 (3 11) 

1 
ents of V are outputs which it seems reasonable to 

The e emthe assum~tion of a commodity technology; those of 
treat ~nones \ 0 be treated on the a~sumption _o! an industry 
Y z th Jo y Many, if not most, ordinary subs1d1ary products 
techn?k fy to come into V 1; by-products, in particular, are 
~re 11 t come into V 2 The formation of V 1 and V 2 may 
hkely. 

0 
olve splitting individual elements of V since these 

well tntv ,nay contain a mixture of products not all of which 
e!emen s . h be treated m t e same way. , 
are to . . . 
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_ With this decompos1t1on of V, 1t would seem reason-

3 . 
able to write 

and 

from (J.13) we can write 

• 
q2 :::::: V :i i = q D:i i 

= 0 q 

(l 12) 

(3.13) 

(3.14) 

£·{ denotes a diagonal matrix formed from the vector 
w?ctsin~e q

1
::::.: q - q 2, a combination of (3.12), (3.13) 

~;d (l 14) leads to 

. h when combined with the second row of (3.7) 
wh1c, 
gives 

_ (I - B R)-i e 

S. e g ::::.: R q, it follows that sayc me 
g = R(/ - B R)-i e 

= (I - R B)-i R e 

(3. 15) 

or (3.9), 

(3 16) 

(3 17) 

3 
.B9. In this case the input-output coefficient matrix, A, 

commodity X commodity table is given by B R where 
for a A 

_ [C -1 (J _ o:, 1) + D,,l Since R involves the matrix 
R - l - - • . se c-1 it follows that C1 and D., must be square matnces 
inver t -
of the same order 

3 9
o Evidently, some care is needed in mixing assumptions 

Th, if v is associated with ordinary subsidiary products, it 
. u~i be thought that the assumption of fixed market shares 

:
1;uld be used, in which case (3.12) would be replaced by 

gi =Vii= Di qi (3.18) 

At the same time _it might seem pr~!era~le to treat the by~ 
products contained m V 2 as commodities linked to the outputs 
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of the producing industries, in which case (3 13) would be 
replaced by 

q2 =: v;i = C2 g 

By forming from (3.19) 

g2 = V2 i -- g c; i 
/,'-, = C 2 1 g 

we can proceed as before and obtain 

g = gi + g., 

= D1q1 + 
/'-c; i g 

/'-. 
== Di (q - c, g) +. c:,i g 

/'-
- (I + Di C:i c;! i )-1 Di q 

whence 
/'-. 

q == B (/ + Di c, - c;i)-1 D,q 

= [/ B(I + 
A 

Di C2i)·-l DiJ-i 

= (I B S)-i e 

say, Since g = S q, it follows that 

g = S(I - B S) -1 e 

= (/ - S B)- 1 S e 

(J .19) 

(3 20) 

(3.21) 

+ e 

e 

0 22) 

(3 23) 

3 9L In this case the input-output coefficient matrix, A, 
for a commodity X commodity table is given by B S where 
S = (I + D 1 C2 - c; i)- 1- Apart from possible singularity, 
this expression can be formed even if D1 and C2 are not 
square matrices and so, also, can the expression (J - B S)-1 .. 

A COMPARISON OF THF. ASSUMPTIONS 

3.92. A comparison of (3 .. 7) through (3 IO) shows that, 
although they are superficially different, the differences can 
all be traced to uncharacteristic production, to off~diagonal 
elements in the output matrix V. If such production did not 
exist, V would be a diagonal matrix and we should find that 
C = D = I. In this case the four equations reduce to 

q = g = (I - B)-i e (3 .24) 

so that A = B and there is no distinction between commodity 
outputs and industry outputc; 

3.93. Turning now to U.16) and (3.17), we can see that 
if V 2 = 0 then C1 = _C and D 2 = O in which case (3.16) 
and ( 3 17) reduce to (3 7) and ( 3. 8). On the other hand if 
V1 = 0 then C1 = 0 and D 2 = D in which case (3.12) 
cannot be formed, (3 13) is equal to a combination of (3.3) 
and (3.6), and (3.16) nnd (3.17) are replaced by (3.9) and 
(3.10) Exactly the opposite happens with (3.22) and (3.23) 
If Vi = 0 then D 1 = D and C:i = 0 in which case (3.22) 
and (3.23) reduce to (3.9) and (3.10) But if Vi = 0 then 
D 1 = 0 and C 2 = C, in which case (3.18) cannot be formed 
and (3.22) and (3.23) are replaced by (3.7) and (3.8) In 
spite of this symmetry in limiting cases, the models leading 
to (3. 16) and (3.17) on the one hand and to (3.22) and 
(3.23) on the other are capable of giving substantial1y different 
results in practice, as can be seen by comparing tables 3 6 and 
3 7 above. 

3,94. The two models just compared represent only a very 
simple example of the method described on the assumption of 
mixed technologies in the preceding section. Reflection shows 
that much more complicated representations of the relation
ships of production can be put in the form that g is a certain 
transform of q or that q is a certain transform of g. In general 
it would seem preferable to work with the first of these trans~ , 
forms since, as has been said, it seems more reasonable to 



suppose that industry outputs adapt themselves to the demand 
for commodities than to suppose that commodity outputs 
adapt themselves to the demands placed on industries 

THE IMPORTANCE OF UNIFORM VALUATION 

3 95 Emphasis has been placed in this report on the need 
for uniformity of valuation in the commodity accounts; and 
the concept of basic values (producers' prices less commodity 
taxes) has been introduced as a practical means of improving 
this uniformity, The importance of uniformity can be seen 
from a simple example. Consider an economy with two com
modities each of which has two intermediate uses and two 
final uses. Suppose that the basic value of each commodity is 
the same in all its uses but that the commodity tax levied 
depends on use The flow equation of the system can be 
written out in full as follows 

= [:J 
+ 

+ (325) 

In (3.25), the b's denote basic values, the x's commodity taxes, 
the q's commodity outplits, the a·s input•output coefficients 
and the e's final uses The first equation relates to com
modity I, the second to commodity 2 

3 .. 96, These two equations connect four unknowns: q 1 and 
q:i, the outputs of the two commodities; and x1 and :r:i, the 
average commodity tax payable on each of these outputs. They 
can, however, be separated into two sets of equations: one 
in which valuation is made at basic values; and the other of 
which involves only commodity taxes The first set can be 
written a~ 

bq=bAq+be 
= b A b-1 b q + b e 

' ' ' = (I - b A b-lJ-1 be (3.26) 
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A 

or, premulliplying by b-1 

q (/-A)-le 

where e = ea + e4 , the vector of total final uses of the two 
commodities 

3 97 The second set of equations can be written as 

where 

z = ~""" xi,1,,~ (3 28) 
21a:!l X:!:_t'1!!2 

Thus 
A 

x= q-1 (Z q + X:i ea + X4 e4 ) (3 29) 

3,98. Thus we see that a system of the form of (3.25) can 
only be solved in terms of a uniform set of values, the b's in 
the example; and that, once this has been done, we can 
calculate x 1 and Xi, the average rates of tax 

3.99 The use of market price data implies that xjt, = x1; 

; = 1, 2 and k = 1, , 4. 1his implication in turn implies 
two kinds of error. First, the typical input.output coefficient, 
a11,; say, i = k = 1, 2, is replaced by a1 say, where 

alt= (b1 + x1, / b1 + x1) a1, (3 30) 

Since commodity tax rates on commodities used as interme. 
diate inputs are usually less than the average rates on all uses, 
we should expect that as a rule aj,, < a it and this expectation 
is borne out in the numerical example given. But there is also 
a second kiiid of error The typical final demand quantity 
eJ!,· say,;= l, 2, k = 3, 4, is replaced by et~ say, where 

( 3 31) 

For the reasons given above we should expect that e ji > e 11,, 
for domestic consumers, and particularly for non-business 
domestic consumers But in most cases it is likely that 
ej,, < e1i for export sales to the rest of the world 

3. 100 The conclusion of this section is that the use of non~ 
uniform values leads to erroneous results which it is impossible 
to interpret In the mathematical appendix to the following 
chapter a distinction is drawn between true basic values and 
the approximate basic values used in the present system. The 
results reached in this section will be most closely approxi
mated if true basic values are used; but the approximate 
values, producers• prices less commodity taxes, are likely to 
provide quite a good substitute for true basic values and a 
substantial improvement over basic values plus commodity 
taxes 



Chapter IV 

THE SYSTEM AS A BASIS FOR QUANTITY AND PRICE COMPARISONS 

Two types of comparisons 

4 I: The construction year after year of a system 
of na!Ional accounts generates a time series of each of 
the elements of that system; for example, we may ob
serve that the latest estimate of private consumption 
expenditure is twice as high as the corresponding esti
mate _a decad~ ago. In itself this is not a very illuminat
mg piece of information since, aside from institutional 
changes (such as the establishment of a national health 
service) which may shift expenditures from one insti
tutional sector to another, the observed rise may large
ly reflect increases in the prices of consumption goods 
?nd services_a_nd may only in small part reflect increases 
m the quant1t1es of these goods and services bought for 
private consumption In practice it is likely that while 
some pnces and quantities have risen others have fallen· 
what i~ wanted in such a case is to be able to say 
somethmg about the average change in prices and the 
ayerag~ chang~ in 9uantities This is possible if suffi
cient . mformat1on 1s available about the price and 
quantity movements of the goods and services bought 
by private consumers. 

4. 2. There are many other cases which can be han
dled by the '!'ethod just indicated: the decomposition 
of a _change m value expressed in current prices into 
a .Pr!ce component and a quantity component In 
pnnc1ple, though the practical difficulties are in some 
cases formidable, all flows in the commodity accounts 
and most, 1f not all, flows in the activity accounts can 
be decomposed in this way. But elsewhere in the 
system this is n':'t the case. Consider, for example, the 
net disposable mcome of households which is either 
spent on consumption goods and services or is saved 
In the first place, a significant part of this income is 
likely to be rece_ived in the form of transfers from gov
ernment and this part can hardly be decomposed into 
a pdce and a quantity component. In the second place, 
while some other forms of household income, such as 
wag~s, could be decomposed into an average rate of 
earnmgs and ?n amount of labour supplied, this would 
not be what 1_s needed because the concept of income 
at constant pnces, or real income as it is usually called, 
relates to what can be done with income rather than 
with what has been done to earn it. Difficulties similar 
to those just described are encountered with other 
elements of the disposable income of households and 
so the idea of decomposition into price and quantity 
components 1s not relevant in this case. Instead, it is 
necessary to consider how the purchasing power of 
disposable income has changed over some well-defined 
colle~tion of _items on which it might be spent. This 
questrnn admits of as many answers as there are col
lections of items which are deemed relevant. For most 
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purposes it is generally agreed that the collection of 
goods and services which enter into household con
sumption expenditures provides a suitable unit in which 
to measure changes in real disposable income. 

_43. These t~o approaches, decomposition into 
pnce and quan!ity components and selection of a 
rele".ant collection of items in terms of which pur
chasing power can be measured, are radically different 
and should not be confused with one another. In a 
sense, _both approaches are dependent on the first; it 
1s possible to define various units of purchasing power 
only because it is possible to decompose certain value 
totals into price and quantity components 

4.4. It is sometimes suggested that the two ap
proaches can be united by defining a unique set of 
units in terms of which to express the purchasing 
power of every value total that cannot be decomposed 
The essential idea is simple: the accounting constraints 
of the system should be used in conjunction with the 
price index numbers obtained through decomposition 
to define implicit price deflators for the elements that 
cannot be decomposed The objections to this method 
are two in number First, in all but the simplest cases, 
there are not sufficient accounting constraints to define 
all the implicit deflators without the introduction of 
arbitrary assumptions. Second, even where there are 
sufficient constraints, the resulting deflators may not 
have any clear economic interpretation. 

45. An example will help to make these difficulties 
clear Consider a simple closed system with only three 
accounts. The production account tells us that income 
(or net product) is equal to consumption expenditures 
plus net capital formation The consumption account 
tells us that consumption expenditures plus saving are 
equal to income. The accumulation account adds no 
independent constraints since it tells us only that net 
capital formation is equal to saving. Granted that only 
consumption expenditures and capital formation can 
be decomposed, there are two unknowns, the implicit 
deflators of income (or net product) and of saving and 
two independent accounting identities We can use 
these two constraints and make the whole system 
balance at constant prices if we deflate income by the 
price index number obtained by combining consump
tion expenditures and capital formation and if we de
flate saving by the price index number appropriate to 
capital formation. 
. 4. 6. The deflator of income obtained in this way 
1s equal to the deflater of net product as it is usually 
derived .. This is a useful concept but it is not the same 
as a_ d_eflat_or _of primary inputs unles~ any gain in pro
duct1V1ty 1s itself regarded as an mput Again, the 
deflater of saving is equal to the deflater of capital 



formation so that saving at constant prices is defined 
in terms of the capital goods it will buy rather than in 
terms either of the consumption goods foregone to 
make it possible or of the benefits expected to accrue 
from it in terms of future consumption. Thus the 
implicit deflators arrived at in this simple case, though 
they may be appropriate for certain purposes, are only 
a selection from the whole range of possible deflators, 
other members of which may be more appropriate for 
other purposes The present method forces us into a 
selection which may not be suitable for the analytical 
purposes we have in mind .. 

4 .. 7. If we add an external account, as in table 1.3 
of chapter I, the difficulties immediately increase. 
Granted that only imports and exports can be decom
posed, this extension adds one more constraint and 
three more undecomposable items for which implicit 
deflators must be found. This problem admits of any 
number of formal solutions For example, we might 
assume: (i) that the two flows between the consump
tion account and the rest of the world, net distributed 
factor incomes and other transfers, should have the 
same implicit price deflator; and (ii) that saving should 
have the same price deflator as consumption expendi
tures On these assumptions it is a simple matter to 
express the implicit price deflators in terms of known 
quantities and values. Typically, these expressions 
contain differences between similar magnitudes and so 
are likely to be erratic. Furthermore, other seemingly 
harmless assumptions could be made which would lead 
to equally erratic but quite different results Unless a 
good reason can be found in economic terms for ac
cepting one set of assumptions rather than the others, 
the formal solutions just described cannot be regarded 
as satisfactory. 

4 .. 8. In spite of this it is generally considered im
portant to give numerical expression to such aggregates 
as the gross national product at constant prices There 
are two solutions to this problem in common use. The 
first is based on the assumption that the purpose of 
exports and net distributed factor income from abroad 
is to buy imports, and so these items are deflated by 
the price index number for imports. As a consequence, 
the price deflater for the gross national product is 
obtained by deflating the components of final expendi
ture in the domestic market by price index numbers 
of private and public consumption expenditures and 
of gross capital formation and by deflating the excess 
of exports and distributed factor income from abroad 
over imports by the price index number of imports. 
This is a clear assumption despite the fact that a 
balance of payments surplus is not used to buy imports 
at the time when it arises and may not be so used in 
the future; instead, it may be used either to reduce 
exports or to accumulate claims on the rest of the 
world and so increase factor income The second solu
tion is to deflate the gross national product by a price 
index number of current and capital final expenditure 
in the domestic market The two methods will give 
different results only if the balance of payments is 
different from zero and then only if the price index 
number for imports differs from the price index num
bers of final purchases in the domestic market. 

4.9. In the remainder of this chapter attention will 
be concentrated on the first type of comparison, that 

is to say on the decomposition of value changes into 
price and quantity components 

Alternative valuations 

4.10. In the preceding chapter we saw the impor
tance for input-output analysis of homogeneous commo
dity valuation Now we shall consider the ways in 
which commodities can be valued and examine the 
relationships between them We can approach this 
subject either by building up from factor values or by 
building down from purchasers' values. The relation
ships are set out in paragraphs 498 to 4.106 of the 
mathematical annex to this chapter 

4.11 Let us begin with factor values and, for the 
purpose of verbal exposition, let us ignore all forms of 
subsidiary production so that the cost structure of a 
commodity can be identified with the cost structure of 
a single industry. Only verbal simplicity will be gained 
in this way; the transformations involved as a result 
of subsidiary production are fully set out in the mathe
matical annexes to this and the preceding chapter. The 
production of any commodity, let us say steel, requires 
direct outlays on primary inputs or factors of produc
tion measured by compensation of employees, operating 
surplus and consumption of fixed capital. Similar out
lays are required for each intermediate input into steel 
production, for each intermediate input into these in
puts and so on. This theoretically infinite but conver
gent series of outlays can be calculated by input
output methods, as shown in equation ( 4. 11 ) of the 
mathematical annex The result of this calculation is 
the value of primary inputs required directly or indi
rectly in the production of a unit of steel, or what may 
be called the factor value of this unit. 
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4 12. This true measure of factor value, which can 
only be estimated by analytical means, differs from the 
approximate measure which is commonly used. This 
approximate measure consists of the sum of the factor 
cost per unit in steel making plus the producers' values 
of, and distribution and transport margins on, inter
mediate inputs in\o steel making Since the difference 
between factor values, including the factor values of 
the distribution and transport services, and these 
values is equal to accumulated indirect taxes, it follows 
that true and approximate factor values differ by accu
mulated indirect taxes on direct and indirect interme
diate inputs into steel making, as shown in equation 
(4.20) of the mathematical annex. This difference 
may be quite small if the tax system is so arranged that 
taxes are reduced or remitted on commodities that form 
part of intermediate input. 

4.13. In the present system, indirect taxes, net, are 
divided into two categories: commodity taxes, net, 
and other. Net commodity taxes are those indirect 
taxes and subsidies which are allocated to commodity 
outputs and uses and which appear in the rows and 
columns for "commodity taxes, net" in table 2.L In 
that example, all indirect taxes and subsidies, apart 
from protective import duties, were allocated in this 
way, but in a more detailed example it is to be expected 
that some indirect taxes either could not be allocated 
or would not be worth allocating. 

4.14. The true measure of basic values is obtained 
by accumulating factor costs and other net indirect 



taxes, as shown in equation ( 4 .12) of the mathematical 
annex in just the same way as factor costs alone were 
accumulated to obtain true factor values The approxi
mate measure is equal to the true measure plus the 
accumulated net co1:1modity taxes embodied in inputs 
as shown m equat10n ( 4. I 7) of the mathematical 
annex. It is this approximate measure that appears in 
the rows and columns for Hcommodities basic value" 
in table 2. L ' 
. 4. 15. Producers' values are equal to the accumula

tl:m . of ~actor costs, including the factor costs of the 
d1stnbuhon_ and transport services embodied in inputs, 
and all md,rect taxes as set out in equation ( 4.13) of 
the mathematical annex 

4. 16. Purchasers' values are equal to producers' 
values plus the trade and transport margins appropriate 
to the purchaser in question, set out in equation (4.14) 
of the mathematical annex. 

4 17 ·. A_ nur_nerical exalJ!ple of. this sequence of 
values 1s given m the followmg sect10n. As we saw in 
chapter Ill, the basis of valuation should be as homo
geneo~s as possible, for the p~rposes of input-output 
analys,s. Tlus reqmrement pomts to factor or basic 
values, and the concept of approximate basic values 
was used in many of the examples given in chapter III. 
Producers' values are less satisfactory for these purposes 
because they are less homogeneous, not so much be
tween different pans of the productive system as 
between the productive system generally and various 
categories of final buyer. Purchasers' values are even 
)ess satisfactory for these purposes and do not form an 
mtegral part of the valuation of commodities in the 
present system. They may, however, be useful for pur
poses of current reporting and table 4.4 below illus
trates a set of commodity accounts in which the uses of 
commodities are valued· at purchasers' values and the 
sul(plies of commodities are valued at producers' value~ 
( c.d. values_ plus import duties in the case of imports) 
plus domestic trade and transport margins. 

The sequence of values 

4 . .18 The following numerical example is based on 
table 2.1 It is restricted to the production accounts 

for commodities and industries, all other accounts ,: 
the system being consolidated togetheL It is assurn, 
for the purpose of this illustration that all entries f 
t~e third group (transport, communicati'?ns, distribu 
l!on) relate to trade and transport margms, althougJl 
this would not be so in practice since the group include.§ 
communications and passenger transport as well as the 
transport and distribution of goods. In order to sirnp]ic 
fy the presentation, the order of the last two groups of 
both commodities and industries has been reversed so as 
to bring the margins and the margin activities to the 
final position in their respective groups. , ; 

4.19. With these minor changes, table 2.1 can be 
reduced to table 4.1 . The main purpose of this table 
is to show the commodity flows, the entries in the 
first four rows and columns, at basic values.. It will 
be noticed that protective import duties have beeri 
added to imports and that the four entries in row 9 
and columns 5 through 8 are composed of compensa
tion of employees plus operating surplus plus consump
tion of fixed capital plus commodity taxes on inputs 
rather than on outputs. It will be remembered that in 
this example all indirect taxes and subsidies are allocat
ed to commodity tax categories. It is for this reason 
that there is no table at factor values: these values only 
differ from basic values if there are indirect taxes and 
subsidies which are not allocated to commodity tax 
categories. 

4..20. Table 4.1 can be compared with table 4.2 
in which the same example is set out at producers' 
values. In terms of table 21, this new table is obtained 
by adding net commodity tax~s to basic values and 
deriving the other entries accordingly Thus, the com
modity totals in table 4.2 exceed those in table 4, I by 
the value of net commodity taxes, 7, I 4, 6 and I re
spectively, levied on each of the product groups; the 
industry totals differ by the value of net commodity 
taxes, -1, 9, I and 6 respectively, levied on the output 
of each domestic industry group; and the totals of value 
added in table 4.2 differ from the corresponding totals 
in table 4.1, by the excess of net commodity taxes paid 
by each domestic industry group over net commodity 
taxes levied on the corresponding output, -1, -2, 3 
and -1 respectively. 

Table 4.1. Commodity Hows at basic values 

I 2 3 4 5 6 7 8 9 JO 

~ Agriculture and mining J I 19 3 0 18 41 
• "' :a Manufacturing and construction 2 8 118 8 11 154 299 
0 
Ei Commodities n .e .c 3 14 2 3 44 64 
Ei 

1 
0 u Transport and distribution 4 I 13 2 9 51 76 

Agriculture and mining 5 26 0 0 0 26 
~ 

·5 Manufacturing and construction 6 0 267 I 0 268 
~ 

" Industries 62 
"' n.e.c .. 7 0 1 61 0 
.s 

Transport and distribution 8 0 1 0 71 72 

All other accounts 9 15 30 2 5 15 104 47 49 267 

TOTAL JO 41 299 64 76 26 268 62 72 267 
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Table 4.2. Commodity flows at producers' values 

I 

~ Agriculture and mining I 
u 

" Manufacturing and construction 2 '5 
0 
E Commodities nee l 
E 
0 

Transport and distribution 4 u 

Agriculture and mining 5 25 
~ 

~ Manufacturing and construction 6 0 
t, 
a Commodities 7 0 " nee .s 

Transport and distribution 8 0 

All other accounts 9 23 

TOTAL JO 48 

4.2 L The same example can only be expressed in 
terms of purchasers' values with the help of information 
not available in table 2 l This information consists of 
an allocation of the entries in the row for trade and 
transport margins over the various intermediate and 
final uses In the present example, this allocation is 
set out in table 4 .3 

Table 4.3. The allocation of trade and transport margins 

Fiti11/ 
lud11stri11 d,m,rnd 70/11/ 

~ Agriculture and mining 0 I 0 0 l 2 u 

~ Manufacturing and con~ 0 
E struction l IO 
E 

2 8 40 61 
0 Commodities n e.c 0 2 0 2 IO 14 u 

TOTAL I 13 2 JO 51 77 

4 .22. In this table, the final row of column totals 
is the same as the fourth row of table 4 2; and the 
allocation of these entries appears in the upper part 

2 

0 

276 

I 

I 

35 

313 

3 4 5 6 7 8 9 10 

I 27 3 0 17 48 

8 121 9 12 163 31) 

I 14 4 3 48 70 

I 13 2 IO 51 77 

0 0 25 

I 0 277 

67 0 68 

0 72 73 

2 5 14 I02 50 48 279 

70 77 25 277 68 73 279 

of the table. The final column shows the row totals of 
these allocations; each element corresponds to the trade 
and transport margins on all uses of one group of com
modities. 

4..23. The use of this information is shown in 
table 4.4. This table is in a conventional form and is 
headed "purchasers' values" although it contains pur
chasers' values in the commodity rows and producers' 
values plus trade and transport margins in the commodity 
columns. Since the trade and transport margins are 
allocated to commodity groups, the commodity "trans
port and distribution" disappears and only the corres
ponding industry remains. 

4.24. If table 4.4 is compared with table 4 2, it 
can be seen that the three commodity rows are simply 
the first three rows of table 4. 2 increased by the corres
ponding entries in table 4.J, The commodity columns 
of table 4A are similar to the first three commodity 
columns of table 4..2 except that entries in the row for 
transport and distribution relate not to the commodities 
produced by that industry group but to the transport 
and distribution margins on each of the other commo
dities. These margins are shown in the final column of 

Table 4.4. Commodity flows at purchasers' values 

I 2 3 4 5 6 7 8 9 
~ 

u Agriculture and mining 1 l 28 3 0 18 50 " '5 
0 Manufacturing and construction 2 9 131 I 1 20 203 374 E 
E Commodities n e.c. 3 l 16 4 5 58 84 0 u 

Agriculture and mining 4 25 0 0 25 
~ 
u 
E 
~ 

Manufacturing and construction 5 0 276 I 277 
a 

'O Commodities n e c 6 0 I 67 68 C - Transport and distribution 7 2 62 14 78 

All other accounts 8 23 35 2 14 I02 50 53 279 

TOTAL- 9 50 374 84 25 277 68 78 279 
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table 4-3 and the one apparent difference (62 in place 
of 61 ) is due to the fact that it is assumed in this exam
ple that the group transport, communications, distri
bution is wholly concerned with the transport and 
distribution of goods. In fact, as we have seen, this 
is not the case; in addition to the services of communi
cations and passenger transport, the industry also 
produces one unit of the products characteristic of 
manufacturing and construction.. A similar anomaly 
appears in this example in connexion with the entries 
for value added. These, as is to be expected, are the 
same as in table 4.2 except that the entry in the column 
for the industry group of transport, communications, 
distribution is increased by five units. This corresponds 
to the imports of the characteristic products of this 
group and, with imports valued c. i.f., would not 
relate to imported goods transport. In a complete 
example, a row and column for the commodity "trans
port, communications, distribution" wou]d remain to 
handle the services included in the group which are not 
connected with the handling of goods; and the anomaly 
would disappear. 

4 25. This example shows what happens to a table 
of commodity flows as we pass along the sequence of 
values from factor values (= basic values in this 
example) through producers' values to purchasers' 
values. At each stage some of the entries are changed 
considerably and the formation of a table at purchasers' 
values requires additional information, set out in table 
43, which does not form an explicit part of the new 
system. The basic values in table 4..2 are "approxi
mate"; a table of true basic values would require a 
further decomposition based on input-output methods 
as described in the mathematical annex to this chapter 

The value flows used in index-number 
construction 

4.26., As has been said, the main flows used in the 
construction of a system of price and quantity index 
nui:n~ers are those which appear in the commodity and 
activity accounts, The system proposed here contains, 
as is usual, index numbers relating to final demands and 
to value added; and it also includes index numbers rela
ting to gross outputs and intermediate inputs and some 
suggestions for the construction of index numbers of 
primary inputs This last type of index number is 
n.eeded in the analysis of productivity which, as usually 
?efined, can be measured as the ratio of the change 
m value added at constant prices to the change in 
primary inputs at constant prices 

FINAL DEMANDS AND IMPOR rs 

. 427. Th~ main categories in respect of which quan
tity and pnce mdex numbers are included are as 
follows. 

Private consumption expenditure 

4.28. Series are compiled on the final consumption 
expenditure of households and of private non-profit 
bodies serving households. 

4.29. The final consumption expenditure of resident 
households is measured at purchasers' values as out
goings from the income and outlay account of house-

holds; and is computed as the sum of household 
consumption expenditures in the domestic market and 
the excess of direct purchases abroad of resident house
holds over the direct purchases of non-resident house
holds in the domestic market. Household consumption 
expenditmes in the domestic market classified accord
ing to object are measured at purchasers' values as 
outgoings from the accouflts for household goods and 
services. The expenditures which are made on commo
dities are in addition measured at other bases of value, 
for example, producers' values and approximate basic 
values, These expenditures account for almost all the 
household consumption expenditure; they are shown 
by type of commodity, as well as by object of expendi
ture. Index numbers in respect of household consump
tion expenditures in the domestic market are often 
compiled from data on the categories of commodities 
purchased. 
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4.30, • The final consumption expenditure of private 
non-profit bodies serving households, classified accord
ing to purpose, are measured at purchasers' values as 
outgoings from the accounts on the purposes of these 
bodies., In view of the one-to-one correspondence be
tween the classifications of the purpose and of kind of 
activity of the private nqn-profit services, the final con
sumption expenditure of the various purposes of these 
bodies can be converted into the difference between the 
cost of production ( gross output) and the sales of the 
various services, The costs of production are measured 
at the various bases of valuation as outgoings from the 
production accounts of the services. The various com
modities entering into intermediate consumption are 
distinguished., It is frequently necessary to compile 
the index numbers in respect of the final consumption 
expenditure of the private non-profit bodies from series 
in respect of the various inputs into the production of 
these services rather than from series in respect of the 
gross output of the services. 

Government final conmmption expenditure 

43 l, These expenditures, classified according to 
purpose, are measured at purchasers' values as out
goings from the accounts on government purposes As 
a result of the correspondence between the classifica
tions of the purposes and the kinds of activity of 
government services, the series in respect of final con
sumption expenditures may be evaluated in terms of 
series on the costs of production (gross output) of the 
government services., The data in respect of costs of 
production are measured at the various bases of value 
as outgoings from the production accounts of the servi
ces. Index numbers of government final consumption 
expenditure, classified according to purpose, are 
frequently compiled from data on the elements of the 
cost of production of government services classified 
according to kind of activity, 

Gros:s capital formation 

4.32, Separate series of data are compiled in respect 
of additions to stocks and gross fixed capital formation. 
In each case the series are classified by the kind of 
activity of the producers making the outlays and by 
the kind of commodities on which these outlays are 
made,, The series on both additions to stocks and fixed 



capital formation are measured on the various bases 
of value as outgoings from the eapital formation ae
counts of industries, the producers of government 
services and the producers of private non-profit servi
ces to households The index numbers in respeet of 
additions to stoeks and fixed eapital formation are 
generally compiled from data on the commodities 
which are acquired. 

Exports and imports 

4.33. Exports and imports of goods and services 
are each the subject of series of data 

4..34. Exports include the direct purchases of non
resident households in the domestic market in addition 
to exports of commodities. Total exports of goods and 
services are measured at purchasers' values as outgoings 
from the account for current transactions of the rest 
of the world. Exports of commodities, which account 
for most of the exports of goods and services, are 
measured at lob values on the various bases of value. 

4.35. Imports of goods and services include direct 
purchases abroad of resident households and of gov
ernment services, in addition to imports of commodi
ties. The imports are measured at c.i f. values as 
incomings into the account for current transactions of 
the rest of the world In order to obtain basic values. 
protective customs duties should be added to the c. d 
values For producers' values both protective and reve
nue raising duties, net, should be added to the c.i.f 
values 

PRODUCI!ON 

436. The flows of the production accounts in re
spect of which index numbers are compiled are outlined 
below. 

Gran output and intermediate consumption 

4.37. Series of index numbers are compiled in re
spect of the gross outputs and intermediate inputs of 
the various classes of producers. 

4..38 The gross outputs of industries are shown 
both by kind of activity and by commodities as in
comings into the production accounts for industries and 
as outgoings from the production accounts for commo
dities. In each case the gross outputs are measured 
directly at producers' values and approximate basic 
values and, as has been said above, can be evaluated 
at true basic values and approximate and true factor 
values. Index numbers of the gross output of industries 
are generally built from series on the gross output of 
the commodities produced by the industries 

4 39. The intermediate inputs of industries are 
shown both by kind of activity and by commodities as 
outgoings from the production accounts for industries 
and incomings into the production accounts for com
modities. In each case the intermediate inputs are mea
sured directly at app1oximate basic values, producers' 
values and purchasers' values and 9an be evaluated at 
true basic values and true factor values. Index num
bers of the intermediate consumption of industries are 
usually compiled from series on the commodities they 
consume. 

4.40 The gross outputs of the producers of govern
ment and private non-profit services classified according 
to the kind of activity of these services, are measured 
at the various bases of value in their production 
accounts In the case of practically all of the gross 
output of these services, approximate basic values, 
producers' values and purchasers' values are likely to 
be equivalent. As has been said, it is often necessary 
to construct index numbers of the gross output of 
these services from data on the elements of their cost 
of production Since the intermediate inputs of the 
services are classified by commodity, index numbers 
in respect of this element of costs can be compiled 
from commodity data This furnishes the basis for 
compiling series on gross output and intermediate 
consumption on the various bases of value 

Value added 

4.41 . The series in respect of this flow are also 
divided into the value added of industries, government 
services, private non-profit services to households, and 
the domestic services of households By definition, in
dex numbers of value added should be derived from 
the difference between measures of gross output and 
measures of intermediate consumption This method 
of compilation is usually referred to as the double
deflation method The index numbers of value added 
are classified by the kind of activity of the various 
classes of producers It may be measured at producers' 
values and approximate basic and factor values directly 
and, as is shown in the mathematical annex, at true 
basic and factor values by analytic methods 
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PRIMARY INPUTS 

4 .42. The measures of primary inputs of particular 
interest here concern labour and the stock of fixed 
capital These series are required, for example, in 
measuring the productivity of industries. What is in
volved is the decomposition of the employee compen
sation and operating surplus and consumption of fixed 
capital included in the value added of the various cate
gories of producers into quantity and price index num
bers. Official experience has been accumulated in 
compiling appropriate measures in the case of labour 
inputs but not the capital inputs. The discussion of this 
subject in this report is intended to suggest the direc
tions in which the considerable amount of required 
work on, and experimentation with, these measures 
might proceed 

4.43. The index-number system is illustrated nu
merically in paragraphs 4.84 through 4.94 below. 

Forms of index numbers 

4.44. Although a large number of index-number 
formulae have been devised, those in most common 
use are the aggregative index numbers associated with 
the names of Laspeyres and Paasche, the geometric 
mean of which is Fisher's ideal index number, Laspey
res' index numbers are base-weighted and are equiva
lent to weighted arithmetic averages of current to base 
quantity ( or price) ratios with base period values as 
weights. Paasche's index numbers are current-weighted 



and are equivalent to weighted harmonic averages of 
current to base quantity ( or price) ratios with current 
period values as weights, These index numbers are 
easy to understand, simple to calculate and have a 
number of convenient properties The algebra of a 
system of index numbers using these forms is set out 
in the mathematical annex. 

445 Laspeyres and Paasche index numbers are 
symmetrical: a price index of one form multiplied by 
a quantity index of the other form is equal to the 
relative change in value, In practice it is usual to 
construct Laspeyres index numbers of quantities and 
to derive implicit Paasche index numbers of prices 
by dividing the quantity index numbers into the corres
ponding changes in values, In some cases it may be 
better to construct Laspeyres index numbers of prices 
and derive implicit Paasche index numbers of quanti
ties The mixture of forms in this way leads to some 
inconsistency; but this is often slight and usually worth 
incurring if it makes possible a fuller use of the avail
able information, 

4.46 In the mathematical annex and in the numeri
cal examples given below, attention is restricted to the 
comparison of two periods, the base period and the 
current period, on the assumption of complete infor
mation,, As new data become available for successive 
quarters or years, it is necessary to keep the index
number system up to date; and the way in which this 
is usually done has just been indicated, This method 
rests on the use of the values of the latest base period 
as weights for the price or quantity relatives and, as 
time progresses, these values tend to get further and 
further removed from current relative values From 
time to time, therefore, say at five- or ten-year intervals, 
it is desirable to institute a new base period The 
estimates for the period between the old and the new 
base can then be revised, possibly by constructing 
Fisher index numbers though experience shows that 
this refinement may not be worthwhile if the two bases 
are not far separated in time. The whole system can 
then be carried into the future using the relative values 
derived from the new base_ The series which result 
from this procedure for the period since the new base 
was established will not be of the same form as the 
earlier series But this is not a very serious objection 
since the only alternative, in the absence of a complete 
set of price and quantity indicators for all periods, is 
to base all past comparisons on the relative prices of 
the latest base This will give the same results as those 
above for the period since that base was established 
and will almost certainly give inferior results for 
earlier periods Moreover, it implies a revision of all 
estimates prior to the period of the last base but one, 
an inconvenience that is avoided if, whenever a new 
base is established, final estimates are made, as suggest
ed above, for the period between the new base and the 
base that preceded it 

4.4 7 In concluding this section it is of interest to 
consider what would happen if the method that has just 
been suggested were carried to the limit. This would 
imply that a new base be established in each period 
and the linkiog of each period to the next by means 
of a Fisher index Through time, the index-number 
system would take the form of a set of chains in 

which non-adjacent periods were compared with one 
another not directly but only through the intervening 
links in the chain, It is true that this indirect compari
son would not, in general, yield exactly the same 
result as a direct one, but there is no reason to consider 
it inferior on that account Although it does not seem 
possible to prove the superiority of either method over 
the other, the chain method has considerable intuitive 
appeal and it may well be the better of the two. It is 
not proposed for general application in connexion with 
the new system mainly because the amount of data it 
requires is altogether greater than the amount required 
by the alternative 

The price approach and the quantity approach 

4-48 Since prices and quantities enter in a symmet
rical way into the formulae for the various index 
numbers,, alternative approaches are possible even if 
our aim is to construct only a system of quantity 
index numbers. We can either follow a direct approach 
and concentrate on obtaining indicators of quantity 
movements or we can follow an indirect approach, 
obtain indicators of price movements and derive impli
cit indicators of quantity movements by dividing the 
price indicators into the corresponding series of values 
If we are able to mix the formulae correctly, for 
example to construct a price index by Paasche's for
mula in order to obtain an implicit quantity index on 
Laspeyres' formula, the two approaches lead to formal
ly identical results If this cannot be done, that is to 
say if all the index numbers we can construct, whether 
of prices or of quantities, are of Laspeyres' type, some 
measure of formal inconsistency will result In practice, 
a mixture of the two approaches is likely to represent 
the best use of the data available and they should be 
regarded, therefore, as complementary rather than 
competitive. 

4-49 In either case the main problem is to obtain 
a good measure of the component prices or quantities. 
From a practical point of view, this is the basic problem 
of index-number construction and it cannot be sur
mounted by any amount of mathematical manipulation 
of the kind described in the annex. It is frequently a 
simple matter to get a crude measure of quantity, 
numbers of cars or tons of steel say, and so given 
value statistics, to derive a crude measure of price 
But at any one time there is a wide range of new cars 
available and as change follows change in successive 
new models, the quality of the average new car changes 
too. The same can be said of steel or, indeed, of almost 
any commodity. As a consequence the crude unit is 
not likely to be very satisfactory for measuring either 
prices or quantities The question then ~arises: how 
can it be improved? 
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ln1proving the units of measurcn1ent 

4.50 In trying to improve on crude measures of 
prices and quantities, it is useful to keep in mind a 
number of general considerations which will help us 
to thread our way through the maze of problems 
presented by the real world In the absence of an 
exhaustive formulation, some guidance may be found 
in the following propositions 



(a) In distinguishing different varieties of a com
modity with the object of valuing some varieties higher 
than others, it is necessary to consider desirable fea
tures of commodities which influence their price Thus 
it will improve mailers to distinguish silk shirts from 
cotton shirts but not to distinguish blue shirts from 
red shirts Colour, however, is not always irrelevant: 
in some kinds of glassware, certain colours arc much 
more expensive than others; 

( b) In principle, the measurement of output is 
quite different from the measurement of input even if 
in some cases we are forced to accept an input measure 
of output Thus a ton of wheat of a certain kind does 
not embody more output, although it does embody 
more input, in a bad year when the farmer has had lo 
work particularly hard; 

(c) Attention should be paid to the intentions of 
buyers and sellers, the transactions actually open to 
them and the methods of charging in force. Thus, 
when goods are transported il is usually understood 
that the charge covers the costs of loading and unload
ing as well as those of carriage in appropriate equip
ment over a certain distance. Or, again, a bus service 
may make a fixed charge independent of distance, in 
which case the passengers can buy journeys but not 
passenger-miles; 

(d) Varieties of a commodity which sell at different 
prices should be regarded prima Jacie as different; 
and if inquiry confirms this assumption, they should 
either be treated separately or measured in units such 
that the prices per unit of the different varieties ate 
equal lo one another; 

(e) As far as possible, quantities should be so 
measured that a unique price per unit can be said to 
exist at any one time; 

(!) In assessing relative values, it is the relative 
values of the base period that are relevant 

This list of propositions is neither exhaustive nor ex
clusive Some examples will show how far it is useful 
in practice 

VARIATIONS IN QUALIIY OVER !HE RANGE AVAILABLE 

IN THE BASE PERIOD 

4.51 The crude measure of quantity for many 
commodities is simply number. Most commodities, 
however, vary in several characteristics; for example, 
eggs vary in size and freshness, and the different 
varieties sell at different prices. If the varieties always 
sold in the same relative numbers, we could resort to 
the concept of the average egg and nothing would be 
gained by departing from the crude measure of quanti
ty. But as a country gels richer, the majority of con
sumers may become dissatisfied with anything but fresh 
eggs and in due course the distributive system may 
adapt itself to meeting this demand. In such a case the 
crude measure could be improved by weighting the 
different varieties according to their relative prices in 
the base year 

4 .52 There are several ways of approaching this 
problem, depending on the information that can be 
obtained First, if time series are available for the 
different qualities and if the average price of each 
quality is known for the base period, then each 
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quality can be treated as a separate commodity and the 
problem is completely solved Se:ond, if this informa
tion is not available, it may nevertheless be possible, 
by sampling or other means, lo estimate the changing 
quality of eggs coming onto the market and to adjust 
the crude measure of quantity accordingly Finally, if 
neither of these methods can be applied, we may be 
able lo construct a price index number for eggs of 
constant quality and use this series to deflate the series 
of expenditure on eggs 

4. 5.3. Whatever its practical defects, each method 
is likely to represent an improvement on the crude 
measure of quantity Whether, in any particular case, 
the refinement is worth the effort must depend on 
circumstances But it should not be too readily assumed 
that small improver.ients, which are all that can be 
expected in most cases, will cancel out in the aggregate; 
they may well reinforce one another 

VARIAIIONS rN QUALITY OU!SIDE !HE RANGE AVAIi.

ABLE IN HIE BASE PERIOD 

4.54. Many simple cases arise in which the range 
of qualities available on the market gradually shifts 
through time. Beer, in which strength is an important 
component of quality, proviJes an example The chang
ing pattern of demand may lead lo the production of 
beer outside the range of strengths available in the 
base period, so that it becomes necessary to assign a 
base-period value lo something that was not available 
in that period, that is to say, lo extrapolate the relation
ship between strength and price in the base period out
side the observable range 

4.55 If a number of commodities satisfy a given 
want and share an important quality component, it 
may be possible lo extend this method. Just as there 
are many varieties of beer, so there are many 
varieties of alcoholic beverages which are generally re
garded as separate commodities In a study of a range of 
these beverages il was shown that the prices of different 
varieties of all the beverages were closely related to the 
corresponding stiengths by a single log-linear relation
ship. If the association between price and strength were 
perfect, this would imply that all alcoholic beverages 
could be characterized by liquid volume and strength and 
that no information other than measures of these two 
variables would be needed for alcoholic beverages as a 
whole: the whole complex of beverages, beer, wine, 
spirits, etc. could be replaced by two simple aggregate 
measures To lhe extent that the association is not 
perfect, it might still be worthwhile lo treat individual 
beverages separately, accounting for average changes 
in their strength by means of a distinct relationship 
between strength and price for each beverage 

NUMEROUS COMPONENTS OF QUALITY 

4.56 Many commodities are available not in a few 
comparatively stable qualities, as is the case with beer, 
but in immense and ever-changing variety Men's shirts, 
for example,_ differ in material, in quality of material, 
in method and quality of fabrication and in style; and, 
within the great range of varieties available, the im
portance of these factors is constantly changing. In such 
a case, the method just suggested may be hard to apply, 



partly because it is difficult to find a relationship be
tween price and the many quality factors in the base 
period and partly because it may be difficult to measure 
these factors in later years. It may, however, be possible 
to follow either of two simpler courses. One of these 
is to divide shirts into a number of fairly homogeneous 
categories for which an average price can be estimated 
in the base period and to collect quantity data for each 
category The alternative is to collect price data for 
a number of representative shirts of constant quality, 
combine these series into a price index number and 
use this io deflate the expenditure on shirts. Of the 
two, the price approach may well be the more practical, 
in spite of the difficulty of maintaining constant quality 
in the varieties priced and in spite of the necessity of 
changing these varieties from time to time to ensure 
that what is priced is still representative 

FASHION 

4.57. In most of the cases considered so far it is 
probably safe to assume that tastes do not change very 
much in relation to the system of classification, so that 
a physico-technical classification of goods, which is 
the most that can usually be applied, does not vary 
significantly in relation to a socio-psychological classi
fication This assumption can no longer be made in the 
case of goods which are subject to changes in fashion, 
and it then becomes important to analyse the implica
tions of the classification system adopted, as can be 
seen from the following example. 

4 58 Let us assume: that fashion fluctuates between 
short, simply made dresses and long, elaborately made 
ones; that each category is produced in great variety 
and is available in greater or smaller quantities in every 
period; and that there is a significant price differential 
between the t Wo categories. If the average price of 
each category remains constant, an application of the 
methods so far suggested will mean that the swing 
from long dresses to short dresses and back again 
will be represented as a change in quantity. But this 
result may not accord at all with the ideas of the 
majority of consumers, who probably do not care 
much whether their dresses are long or· short provided 
that they are in fashion On the assumptions made, eras 
of short fashions are ones in which it is possible to 
be acceptably dressed at relatively small cost; and so 
consumers wil1 see the swings not aS fluctuations in 
quantity but as fluctuations in price If this point of 
view is carried to its extreme, a dress is a dress, quan
tity is measured by number and price is measured by 
average value. In practice this would be going too far 
but, to improve on it, one would have to be able to 
classify dresses on a scale of fashion, that is on a socio
psychological scale. 

459. This example shows that, in improving the 
units of quantity, it is not only necessary to classify 
commodities into categories but also that these cate
gories should reflect desirable qualities In many cases, 
physico-technical classification may achieve this; but 
not always 

UNIQUE PRODUCTS 

4 60 Ships, industrial equipment and structures are 
examples of products which are usually made to order 

and vary considerably from case to case The number 
of ships produced, for. example, would not provide a 
good measure of shipbuilding output; under constant 
conditions of ship produc.tion and equipment, the 
weight of ships produced would provide a better mea
sure. But weight, even if closely associated with carry
irig capacity, is not everything; a still better measure 
might be obtained by drawing up the specifications of 
a "standard" ship and pricing this standard in each 
interval of time This price series could then be used 
to .deflate a series of the value of shipbuilding output 
In this way, any improvement in shipping standards 
would tend to appear as an increase in quantity rather 
than as an increase in price 
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4 .61 In a similar way, one might price a ",tandard" 
factory made up of so much work on foundations, so 
much structural steel work, so much reinforced con
crete and so on The difficulty with this categorization 
is that its relevance may be largely swept away by 
technical change A factory, like anything else, has a 
certain function to perform which it may perform well 
or badly. The materials from which it is made and 
the method by which it is built may be dictated at any 
particular time by a combination of economic and tech
nical conditions and customary standards; but in 
themselves they are irrelevant For these reasons it 
might be better to define a "standard" factory in func
tional terms This approach would give rise to the 
following kind of problem lt might be possible to effect 
a great saving in structural costs by substituting glass 
curtain-walling for brickwork. If this were done, how
ever, it might be necessary to install air-conditioning 
to make the glass building as habitable as a brick 
building. In this case the air-conditioning equipment 
would not be something extra; it would be something 
necessary to offset the undesirable features of a different 
method of construction 

NEW MODELS 

4 62 Cars provide an example of goods which, 
though generally mass-produced, are constantly under, 
going minor changes. in design, and from time to time 
major ones The main object of these changes is either 
to enable cheaper materials or processes to be used 
without afrecting· the desirable characteristics of the 
product or to improve on these characteristics, Whether 
they be reliability, safety, performance, economy or 
anything else The problem is to devise a measure of 
quantity that will give due weight to these changes 
Since the mere number of cars produced will not do 
this at all, it would probably be better to take the 
weight of cars produced, since at any time a fairly close 
association is usually found between weight and price 
But, as we saw in earlier examples, such an association 
may gradually lose its relevance, either because changes 
in material and design make it possible to build a car 
that is light as well as safe, comfortable and fast, or 
because the use of weight as a measure of quantity 
implies a negative weight in respect of one character
istic, manoeuvrability, which in itself calls for a positive 
weight. In the base period, when manoeuvrability 
mattered little, this positive weight was probably small; 
and to the early motorist the fact that it was to 
acquire great importance as a consequence of parking 
difficulties would have appeared irrelevant But it is 
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relevant to us that the increase in this characteristic 
should be reflected, with its base-period weight, in the 
measure of quantity adopted. 

4.63. This example differs from some of those giv_en 
earlier mainly in that it implies that present quaht1es 
may require very lar~e extrapolatio~s fro1;1 the range 
of qualities available 1n the base penod, with the con
sequence that the base-period valuation of present 
qualities will necessarily be somewhat speculative 

COMPOSl1E PRODUCTS 

4.64 If we look at statistics of goods transport, we 
shall probably find a quantity measure expressed in 
ton-miles But if we are able to disaggregate these 
statistics, we shall probably find that the charge per 
ton-mile is greater for shorter hauls than for longer 
hauls because it embodies a charge for loading and un
loading which is independent of distance Goods trans
port can therefore be regarded as a composite commo
dity consisting of a certain amount of loading and 
unloading and a certain amount of transport. If we 
related price per ton-mile to distance, we should expect 
to find a positive relationship with a positive intercept. 
The intercept represents the fixed charge and should 
be associated with a measure of quantity expressed m 
tons; the slope represents the marginal cost of travelling 
an additional mile when so many miles have been 
travelled. If it is constant it provides a simple measure 
of the cost of movement which should be associated 
with a measure of quantity expressed in ton-miles 

4.65 The same idea can be applied to passenger 
transport Some transport systems have a fixed charge 
independent of distance; others have a variable charge 
dependent on distance. In the first case the marginal 
cost of travel is zero, and the measure of quantity is 
the number of passengers In the second case, the 
measure of quantity is partly passengers and partly 
passenger miles, depending on the relationship of the 
intercept and the slope of the function relating price 
to distance. 

4.66. Yet another field of application is to commo
dities, mainly gas and electricity, which are charged 
for by means of two-part tariffs. The fixed charge can 
be regarded as a charge for the right to call on the 
public supply and the' measure of quantity to be 
associated with it is the number of consumers. The 
variable charge can be regarded as a charge for gas or 
electricity supplied and the measure of quantity to be 
associated with it is the quantity supplied. If some such 
method is not adopted the price of a unit of gas or 
electricity will come to depend on whether the number 
of consumers is growing or consumption per consumer 
is growing. The tariff in force at any time may not dis
tinguish very well between the fixed and variable 
~omponents of cost but at least the method suggest_ed 
1s not based on the assumption that all costs are vana
b!e which is the implicit assumption of the use of 
therms or kilowatt-hours as the sole units of quantity. 

CHARGES FOR TRADE AND TRANSPORT 

. 4.67. As we have seen, commodities are recorded 
in the present system at producers' values and the trade 
and transport margins involved in their carriage and 
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distribution are shown separately As a consequence, 
two kinds of comparison are possible. Farm produce, 
for example, can be measured either in terms of the· 
quantity of produce leaving the farms or with the 
addition of the quantity of trade and transport services 
necessary to bring the produce to non.-farm consumers 
The measures of total production and consumption 
adopted in this report are of the second kind.. This 
means that the trade and transport services associated 
with final goods form part of final product and implies 
a rejection of the concept of the cost of urbanism as 
far as these services are concerned Equally, of course, 
the concept of the cost of ruralism in this sense is also 
rejected 

SEASONAL VARrA TIONS 

4 .68. Seasonal commodities provide an example of 
similar commodities that sell at widely different prices 
at different times of year. Since out-of-season varieties 
cost more to produce and command a higher price, 
their growth should count for more in a measure of 
quantity than the growth of in-season varieties. Only 
if the seasonal pattern of consumption and price do 
not change can nothing be gained, in an annual com
parison, by taking seasonal factors into account If, on 
the other hand, through the development of alternative 
sources of supply, refrigeration, etc. the consumption 
and price of a commodity throughout the year become 
more uniform, then it must be recognized that the 
measures of prices and quantities will be affected by 
the year chosen as the base. From the point of view 
of a base year before the change a growth in out-of
season consumption will obtain a relatively large 
weight But from the point of view of a base year after 
the change (when seasonal prices have been more 
nearly equalized) a growth in out-of-season consump
tion will appear as little more important than a growth 
of consumption at any other time of year This is just 
as it should be; from the point of view of the earlier 
period out-of-season consumption is something special, 
from the point of view of the later period it is not. 

SUMMARY 

4.690 All the examples given above are intended lo 
illustrate the problems that have lo be solved in im
proving on crude measures of prices and quantities. First, 
it is necessary to classify varieties according lo the 
degree in which they possess one or more desirable 
properties. These properties should be so formulated 
that their validity is as far as possible timeless There 
is a point in having a safe car or a fast car; there is no 
point in having a heavy car or a car with twelve cylin
ders except in so far as existing technology can only 
produce a safe car that is heavy or a fast car that has 
twelve cylinders. Similarly, there is a point in having 
a dress that is in the fashion; there is no point in having 
a long dress or a short dress except in so far as fashion 
dictates the one or the other. 

4 70 Second, it is necessary to estimate an average 
price for each variety in the base period or, more 
generally, to find the relationship between quality 
factors and price in the base period. 

4 71. Finally, it is necessary to enumerate or 
measure each variety in s·ubsequent periods or, more 



generally, to measure the degree in which the various 
quality factors are present in those periods. 

4. 72 It cannot be claimed that this formulation of 
the problems, and the examples which illustrate it, 
provide definitive answers to particular questions. The 
answers reached in practice must depend to some 
extent on the data available and to some extent on 
the importance attached to improving these data in 
specific cases If, over wide areas, phenomena cha_nge 
in an approximately common ratio, many of the refine
ments suggested are of only minor importance What 
should be questioned is whether, over wide areas, 
phenomena do always change in a common ratio. 

Indicators of prices and quantities 

4.73 Before turning to a numerical illustration of 
the system of index numbers described in this chapter, 
let us take a look at the kinds of indicator likely to be 
available in practice. Quite apart from the refinements 
suggested in the preceding section, even crude indica
tors are not always available in an ideal form and so 
a decision has to be taken as to the best use of what 
is available; as we have seen, it will be best in some 
cases to accept direct measures of quantities and in 
other cases to construct indirect measures by dividing 
a value series by a price series, 

4.74. The necessity for choice and compromise can 
easily be seen The best indicator to use should be 
considered in each case on its merits, bearing in mind: 
(i) that if no indicator is judged fit to use in a par
ticular case then, implicitly, either the scope of the index 
number is reduced or the series in question is assumed 
to move with some related series; and (ii) that each 
unit of value in the base period should rec,ive approxi
mately the same amount of attention whether it forms 
a small part of a large component or the whole of a 
small one As regards the first point, there can be no 
question of reducing the scope of the index number if 
the aim is to measure the whole domestic product at 
constant prices and so the relevant question is whether 
an inferior indicator is likely to give a better measure 
of the movement of some component than would be 
obtained by assuming that that component followed 
the measured movement of its group or of output as 
a whole As regards the second point, there is always 
the temptation to spend a great deal of time on some 
small group which happens to be elaborately document
ed and to spend very little time in trying to improve a 
crude but otherwise appropriate indicator for a large 
group which happens to be easily accessible. For 
example, it may be more important to find some means 
of making a rough allowance for changes in the quality 
of coal produced, so as to be able to adjust a crude 
indicator of tonnage, than to carry out a refined analy
sis of some much-less-important group such as iron 
castings 

4 75. Bearing these general points in mind, il may 
be useful to review the kinds of indicator commonly 
available, following the general order of discussion of 
paragraphs 4 27 through 4 42 above 

FINAL DEMANDS 

4 76 .. Available indicators are likely to take one 
or other of the following forms 
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(a) Quamitie.s sold to final consumers These quan
tities adjusted for quality and other changes can be 
regarded as the standard as far as consumption 
expenditures are concerned.. Final consumption is 
measured at the point at which goods and services reach 
the consumer and no account is taken either of changes 
in consumers' stocks or of any further transformation 
that the goods and services may undergo at the hands 
of the consumer; 

(b) Quantities delivered to retailers This indicator 
will provide a good approximation to (a) as Ieng as 
retail stocks are not subject to much fluctuation; 

( c) Quantities withdrawn from bond. This indica
:or, based on information collected in the course of 
tax administration, is subject to one major disadvan
tage: large changes in stocks may be induced at budget 
time by expectations of changes in rates of duty. These 
changes are likely to be short-lived and may not be of 
great importance in annual comparisons; 

(d) Total inputs. In the case of many services, 
government services are a good example, no direct 
measure of the quantity of the gross output which 
enters into government final consumption is available. 
An indirect measure can be ·constructed as a weighted 
total of the quantities of inputs including the important 
element of labour. The weakness of this method is that 
it makes no allowance for changes in the productivity 
of inputs. Two methods of improvement suggest 
themselves. The more promising is to persevere with 
attempts lo formulate and measure production and 
final consumption in these cases The alternative is to 
impute a productivity change in these activities based 
on the experience of similar activities in which produc
tivity can be measured. Such activities are not very easy 
to find and the whole subject calls for further study; 

( e) Primary inputs. Cases arise in which the only 
available indicator relates to labour input The same 
considerations apply as in the preceding instance If a 
corresponding series of capital stock is available, it 
will almost certainly be better lo approximate output 
by a measure of total factor input than by a measure 
of labour input alone Provided that there is a positive 
return to capital in the base period, the measure of 
output will rise in relation to labour input if capital 
per head at constant prices is rising; 

(f) Quantities- .~tarted, completed and under con
struction. Quantity series for capital goods, for example 
houses and ships, frequently take the above forms. If 
it can be assumed that the period of production is a 
known constant and that work proceeds at a constant 
rate throughout the production period, then il is a 
simple matter to form a series of work done from these 
data .. Indeed, they are highly redundant since, on the 
assumptions made, any one of the three series would 
yield an estimate of work done; and work started would 
be the most useful because, in a sense, it is the most 
up to date. If the production period is constant but 
work takes place in a known though uneven way in 
successive intervals of it, then work done can again be 
calculated from a series of work started But if the 
production period varies, as in practice it must for a 
variety of reasons, then it is difficult to derive an ac
ceptable series of work done. More information is 



needed, and what would be particularly useful would be 
to know the amount of work outstanding on work under 
construction; for example, that out of x million tons 
of shipping under construction the equivalent of y 
million tons remains to be completed; 

(g) Adju,ted output. Jn some cases it may be im
possible to measure final consumption or gross fixed 
capital formation directly but possible to obtain indirect 
measures by adjusting the quantities produced Imports 
and exports are obvious items in this adjustment but, 
if this method is to be used, it is desirable to set up 
complete supply and disposals tables and try to account 
for all other uses, such as intermediate use, wastage 
and change in stocks; 

(h) Values deflated by prices This method depends 
on the availability both of a series for the value of 
expenditure and of an appropriate price index numbeL 
As we have seen, there are likely to be many cases in 
which this indirect approach gives better results than 
the direct one 

GROSS OUfPUTS 

4. 77 Some of the series refer in the first place to 
the gross output of commodities while other series 
relate to the gross output of industries and other 
producers. 

(a) Groll output, These adjusted as far as possible 
for quality and other changes can be regarded as the 
standard to which the following alternatives arc, in one 
way or another, inferior; 

(b) Sales by producen. This indicator differs from 
an indicator of output by lhe amount of the change 
in stocks of finished goods and work in progress; 

( c) Deliverie, by producers This indicator not only 
fails to take account of stock changes but mr.y also 
involve a time-lag compared with sales; 

( d) lnp//1.1 The series available under this heading 
usually relate to one or more materials or to labour 
Even if a series of material input relates to absorption 
in production and not, as is more usual, to deliveries 
to the producer, it is still subject to the influence of 
technical and economic changes and its relationship to 
output may therefore alter. In the case of labour, there 
is the problem of changing productivity .. The position 
may be improved by allowing for the effect of 
increasing capital per head, but it cannot be entirely 
corrected by this means; 

( e) Values deflated by price,. In many cases there 
is a choice between quantity measures of the com
ponents of a commodity or industry group and the 
corresponding measures of prices. The price approach 
IS often to be preferred because there is likely to be 
more uniformity in the movement of the component 
prices than in that of the corresponding quantities .. For 
this reason a sample of prices is likely to be more 
representative than a sample of quantities; and it will 
also often be easier to define and collect 

VALUE ADDED 

4.78. The standard quantity measure of value added 
consists of subtracting from the quantity of gross output 

a measure of the quantity of intermediate inputs using, 
in each case, base-year weights. In practice, much 
cruder calculations are frequently made based on one 
of the indicators just suggested for gross output. The 
justification for these approximations is either that 
intermediate inputs can be assumed to vary in the same 
proportion as gross output or that the change in the 
productivity of one or more primary factors can be 
assumed to be small. 

PRIMARY INPUfS 

4 79. Index number systems usually confine them
selves to products, whether commodities or not It is 
usual to provide some measure of labour input into 
different industries but rare to give corresponding 
estimates of fixed capital stocks. The suggestions made 
below, and especially those relating to capital stock, can 
only be regarded as tentative until more experience l1as 
been gained 

Labour 

4.80. The aim here should be to measure total hours 
worked in different activities by different kinds of work
ers, whether employees or self-employed, and to weight 
each series by the average hourly earnings in the base 
period of the type of worker in question. It will be 
ldpful if male, fem.ale and juvenile workers ir. each 
category can be distinguished In the case of some 
categories,, in particular the self-employed, the mea
surement of hours worked may be impracticable, but it 
may be possible to make some allowance for the 
changing length of customary holidays. In the case 
of the self-employed it will be necessary lo impute 
their earnings from Jabour on the basis of the earnings 
of appropriate categories of employees 
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Capital 

4.81. The aim here should be to measure the gross 
stock of fixed capital in different activities at constant 
replacement costs. This is one of the measures of 
capital stock usually made by the perpetual inventory 
method. This method consists of: accumulating gross 
fixed capital formation, usually subdivided by type of 
asset, on to an initial capital stock similarly subdivided; 
reducing the components to their replacement cost in 
the base year; and allowing for components retired, 
scrapped or destroyed, usually by reference to assump
tions about average, normal lifetimes and information 
on destruction from insurance sources 

4.82 This measure concentrates on capital invested 
in buildings, plant machinery and vehicles available 
in different activities It does not take account of 
capital invested in stocks of goods, though this conld 
be done, or of capital invested in land or used for 
purely financial purposes Nor does it take account 
of assets used, as opposed •.o assets available, at any 
particular time .. 

4. 83. The measurement of land and other natural 
resources gives rise to many special problems The 
problems will not be discussed in this report but will 
be taken up later in connexion with national and sector 
balance sheets. 



Some numerical illustrations 

4,84, The numerical example used up to now has 
been further disaggregated, repeated for a second year 
and used to illustrate some of the calculations described 
in this chapter and its annex, In particular, we shall 
consider: (i) the balance of value added and final 
demand; (ii) the effect of the basis of value adopted 
on quantity and price index numbers of the value 
added and expenditure and (iii) the relationships 
between the output, primary inputs and productivity 
of industries, Throughout, the calculations are made 
with both Laspeyres' and Paasche's forms in order to 
show the differences between them in relation to the 
underlying changes. 

4.85, An illustrative example can hardly hold much 
substantive interest but it can bring out the small 
though systematic differences which result from the 
use of different concepts and formulations and the 
need for caution in making statements about changes 
in productivity and the reasons for these changes 

VALUE ADDED AND FIN Al DEMAND 

4. 86, As is well known, these two totals are equal 
at constant as well as current prices provided that a 
common basis of value is used throughout the calcula
tions This is illustrated from the present example in 
table 4 5. 

Table 4.5" Quantity index numb<>:rs of value added 
and final demand at producers' values 

( Base-year values = I 000) 

V1i/11, uddted Fiuu/ dfnwnd 

L.n.t· I Pau.rche '" I f'ryns p,.,yrn Paasclzr 

Agriculture and mining 1.052 I 039 Consumption expendi-
ture: 

Manufacturing and con-
struction 1 203 1.201 Private 1 199 1 197 

Transportation, commu- Government 0 985 0 981 

nication and distribu-
Gross capital formation 11 1.403 

lion 1.106 I 110 I 423 

Other industries 1.206 1 209 EXports I 193 1 192 

All industries I 164 1 165 le 1.1· Imports •-ll68 -1 367 

Producers of government 
services, etc 1.000 0 998 

TOTAL 1 147 1 145 TOTAL I 147 1 145 

n The index number::; for gross fixed capital formation were I 242 and I 247 
respectively 

4.87, In this example the differences between the 
two forms of index number are on the whole small. 
The principal exception is gross capital formation, 
where the difference is largely due to the erratic 
movement of additions to stocks This component rose 
between nine- and ten-fold over the period, a result 
which can easily happen if the additions to stocks in 
the base year are abnormally small 

]NDEX NUMBERS ON DJFFERENT BASES OF VALUE 

4.88. These differences are illustrated in table 4.6 
in the case of price and quantity index numbers of the 
value added of industries 

4.89, Several conclusions emerge from this example 
Firsl, there is a small but systematic difference between 

Table 4.6. Price and quantity index numbers 
of the value added of indm,tries 

(Base*year values = 1 000) 

Prir,' inde.r ,wmbi•r.t Qna11/1/y illd,•.1 uumbns 

L.aspeyrt s Prmscfic Laspcyra Puascl1r 

Sfonfo I Vaublt: '.iinnfo I Doublr Sill{llc I Doubl_1.1 s·iu.<1fo · 1 Doub~r 
drflu· defla• drfla· dcflu, drflu·· d1,fla dt!/fo.. d,tjlu 
tio11 tion ti'o11 tfou li(III tio11 tiou tion 

Producers' values I 210 I 225 1.202 I 224 1 186 I 165 I 179 I 164 

True factor values 1.215 1.230 I 206 I 227 I 182 I 161 I 174 I 160 

Approximate factor values 1.216 1 232 1 207 1.229 1 181 1.159 l 173 1 158 
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"' u, 

Agnculture, forestry, fishing . 

Mining 

Food, beverages, tobacco. 

Textiles, wearing apparel, leather. 

Rubber, chemicals, petroleum products. 

Basic metal mdustnes . 

Metal products, mactunerv. equipment. 

Manufacturing n.e.c .. . 

Gas, electricity, water. 

Construction 

Transport and communication. 

Distribution 

Services 

All industries. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Table 4.7. Outputs, inputs and productivity of industries 

(Basewyear values = I.000) 

Gross 011t{Jl1t Vaine added 
Labm,r lfl/nrt Capjtal input Factor l11p11t (Prod11cc1's' (Producers' 

valucsJ vaiuts) 

L"·,J pcyrcs Paasclic L"<·;j Pcyrcs Paasciic LO<· I f,cyrcs Paasd1c 
Lo,- I 

pcyrcs Paasc11c 
Lo,. I 

pcyrcs PoascJ1c 

1.228 1.228 l.187 1.221 0:845 0.846 1.096 !.096 1.001 .998 

0.918 0.916 0.862 0.870 0.816 0.818 1.699 1.684 .913 .948 

l.134 1.134 1.250 1.252 1.052 1.051 1,264 1.254 1.179 1.157 

0.990 0.987 1.032 1.042 0.875 0,875 1.021 1.021 .918 .914 

1.433 1.421 l.583 1.694 1.075 1.075 1.399 •1.393 1.238 1.226 

l.222 1.218 1.222 1.244 1.056 1.062 1.319 1.327 1.159 1.168 

1.278 1.275 1.212 1.219 !.085 1.096 1.357 1.363 1.167 1.160 

1.243 1.243 1.175 1.197 1.070 1.078 1.237 1.240 I. 12"3 l.123 

1.356 1.398 1.461 l.586 0,987 1.001 I.270 1.263 1.119 1.137 

1.170 1.170 1.007 1.027 1.090 1.090 1.227 1.227 1.118 1.120 

1.132 1.132 1.190 1.186 0.978 0.978 1.115 1.115 1.017 1.020 

1.145 1.145 1.052 1.060 1.127 1.127 1.302 1.302 1.209 1.198 

1.180 l.180 l.!42 1.153 1.085 1.085 1.332 1.332 1.173 1.167 

1.193 1.189 l.165 1.164 1.038 1.047 1.266 1.270 1.121 L 122 

Productivity Pro,iuchv1ty 
A0 = A, 

Productivity 
F0 = F, 

Lo,-, I pcyrcs Paasc/lc 
Lo,- ,I 

pcyrcs Paascllc 
Lo,-,1 

(>ryrrs Paascllc 

1.186 1.223 1.228 1.230 0.966 0.994 

.944 .918 1.003 .966 0.941 0.950 

1.060 1.082 .962 .981 1.102 1.103 

1.124 1.140 1.076 1.080 1.045 1.056 

1.279 1.382 1.148 1.158 1.114 1.193 

1.054 1.065 1.051 1.043 1.003 1.021 

1.039 1.051 1.093 1.099 0.951 0.956 

1.046 !.066 1.106 l.106 0.946 0.964 

1.306 1.395 1.179 1.160 1.108 1.203 

.901 .917 1.046 1.044 0.861 0.878 

1.170 l. 163 1.113 1.110 1.051 1.048 

.870 .885 .948 .956 0,918 0.926 

.974 .988 1.006 1.011 0.968 0.977 

1.039 1.037 1.047 1.047 0.992 0.990 



the index numbers obtained on the basis of producers' 
values and those obtained on the basis of factor values 
( equal to basic values in this example) Second, the 
index numbers based on approximate factor values 
are very close to those based on true factor values 
Third, the small but systematic difference between 
Laspeyres' and Paasche's index numbers, which appears 
when single-deflation methods are used, almost disap
pears when double-deflation methods are used Fourth, 
under double-deflation methods, the price index 
numbers are consistently higher and the quantity in
dex numbers are consistently lower than under single
deflation methods 

OUTPUTS, PRIMARY INPUTS AND PRODUCTIVITY 

OF INDUSTRIES 

4.90. The material for an analysis of the producti
vity of industries provided by the index-number system 
described in this report is illustrated in table 4. 7 above. 

4 9 I. The kind ~f information contained in this 
table can be seen by tracing the entries in the first row, 
which relates to agriculture, forestry and fishing Gross 
output at producers' values rose by nearly 23 per cent 
over the period, and value added by I 9 or 22 per 
cent depending on whether Laspeyres' or Paasche's 
measure is taken. The input of labour fell by 15 per 
cent and that of fixed capital rose by IO per cent, 
implying an increase in fixed capital per head of 30 
per cent If labour and capital are weighted by their 
contributions to value added, the total input of primary 
factors remained unchanged. By comparing value added 
and primary input it can be seen that productivity rose 
by between I 9 and 22 per cent depending on whether 
laspeyres' or Paasche's measures are taken Th,e 
productivity of labour alone rose, of course, very mucli 
more, namely by between 40 and 44 per cent The 
growth in the productivity of primary inputs as a' whole 
is more than accounted for by the partial measure ir. 
which the intermediate input-output coefficient matrix 
is held constant; and the partial measure in which the 
primary input-output coefficient matrix is held constant 
contributes a slight fall As is shown in the mathe
matical annex, these two partial measures correspond 
respectively to the changes in the ratio of gross output 
to primary input and of value added to gross output 

4. 92 It would appear, therefore, that in this indus
try the rise in the productivity of primary inputs as a 
whole is ~.ttributable lo economies in them and not to 
economies in intermediate inputs; indeed, the latter 
contributed, if anything, a contrary component. How 
far these results could be explained in terms of tech
nical change, organizational change or a change in 
product mix, is a matter that could only be clarified 
through discussion with agricultural experts The out
come of such discussions may be to render the conclu
sions plausible or to cast doubt on one or more of the 
basic measurements which, as we have seen, are not 
very easy to make. However this may be, a complete 
set of measures on the lines indicated at least provides 
a point of departure from which to explore the pheno
menon of productivity 

4 93 It will be observed that the roles played by 
the two components of productivity appear in every 
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possible mixture. Thus, in food, beverages and tobacco, 
the first component tended to reduce productivity 
grnwth while the second tended to increase it, leaving 
productivity somewhat higher than in the base year. 
In the chemicals group, both components tended to 
increase productivity which, as a consequence, was 
substantially higher than in the base year The extent 
of this increase, between 28 and 38 per cent, cannot 
be determined exactly because the measure of value 
added is sensitive to the weighting system adopted; 
this sensitivity can also be seen in the second com
ponent of productivity though hardly at all in the first 
In distribution both components show a negative 
influence .. 

4.94 The results for individual industries are 
combined in the final row of table 4. 7 to show the 
outcome for industries as a whole In this example 
the gross output of industries rose by I 9 per cent, 
value added by I 6 per cent and primary inputs by 
J 2 per cent Productivity rose, therefore, by 4 
per cent and, of this, more than the whole was contri
buted by the first component The input of labour rose 
only by 4 or 5 per cent and capital per head rose by 
21 or 22 per cent The main effect of this increase in 
capital per head, coupled with the redeployment of 
primary and intermediate inputs that accompanied it, 
seems to have been to enable a small increase in labour 
to produce a comparatively large increase in output 
but not to increase to any great extent the productivity 
of primary inputs as a whole 

ANNEX 

lHathematic1tl discussion 

VALUE ADDED IN COMMODITY f>ROOUCTJON 

4 95 In order to build up commodity prices from industry 
costs it is necessary to transform these costs into commodity 
costs ln the preceding chapter we saw how this could he dorie 
in the case of the costs of intermediate products; to take the 
simple, limiting cases, the matrix B of commodity inputs per 
unit of industry outputs is transformed into A = B C- 1 on 
the assumption of a commodity technology and into A = B D 
on the assumption of an industry technology Let us now sec 
how to deal with the costs of primary inputs 

4 96 In the notation we have used so far the set of indus• 
try cost equations can be expressed in the form 

g = y + g B'i (41) 

If we denott'. the vector of primary costs entering commodity 
outputs by z, then we can write 

q = z + Q A'i ( 4 2) 

On premultiplying (4 2) by D and using (3 5), we obtain 

g = D z + D Q C·-1 R'i 

= Dz + V C-1 s·i 

__ D z + V V-1 'g B'i 

= n z + ii B'i 

On comparing ( 4 3) with ( 4 I) we see that 

y = Dz 

( 4 3) 

( 4 4) 



By similar reasoning, on premultlplying (4 2) by C- 1 and 
using (3 6), we obtain 

Y = c-1 z ( 4 5) 

4.97 Let us now denote the cost of primary inputs (factors 
of production) per unil of industry by m :::.:: g'.- 1 Y a~d lhe 
corresponding cosl per unit of commodity outputs by n = q- 1 z 
Then from ( 4.4) we can see that 

m = g'-1 y 

Whence 

Similarly, from (4.5) 

=g-1v~-1z 

cQ-1 z 

C'n 

ll c- 1 m 

n = o·m 

(4 6) 

( 4 7) 

( 4 8) 

In what follows the argument will be curried out in terms of 
(4 7) but clearly it can easily be rewritten in terms of (4 8) 

THE SEQUl::.NCE OF TRUE VALUl:S 

4 98 Value added per unit of industry output. m, can be 
decomposed into three elements: factor costs per unit, w, 
composed of compcnsalion of employees, operating surplus 
and provisions for the consumption of fixed capital; indirect 
taxes, net, other than commodity taxes. I; and commodity 
taxes, x Thus 

( 4 9) 

and, from ( 4 7). 

n = C'-l(w + l + X) (4 10) 

4 99 The value of commodities at factor cost, f say. is 
obtained by accumulating factor cost values back through the 
chain of inputs, direct and indirect- including the inputs of 
trade and transport margins nt ench stage, thus 

f - rl'f + c- 1 W 

= (/ _ A')-1 c-1 w 

fl w ( 4.11 ) 

say, where H := (/ - A")-1 C-l 

4 100. · Similarly. the basic value of commodities. b say. is 
obtained by the same nccumu!ation of w and t Thus 

b A'b + C- 1 (w + t) 

= H(w + t) (4 12) 

,__and the producers· value of commodities. p say, is obtained by 
the same accumulation of w, t and x Thus 

p __ A'p + C-'(w + t + x) 

f/(w+t+x) ( 4 13) 

4 .. 101 Finally, the purchnscrs' value of commodities to 
Purchaser j, sj say, is obtained by adding the trade and trans
Port margins involved in delivering the commodities to pur
-~haser i, u1 say, to the producers' value Thus 

s
1

=p-t-u1 (414) 

:.'4.102 This hierarchy of values is based on the assumption 
perfectly homogeneous commodities each of which has a 
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single unit value in all uses In prnctice this assumption is not 
wholly justified on account of the aggregation of individual 
commodities into groups, varintions in the composition within 
groups of the purchases of different kinds of buyer, inadequate 
allowance for quality variations and so on It is. however, 
implicit in the .1ccum11la1ion and decomposition of values by 
input-output methods because, generally speaking. it is im
possible. to make m and its components in (4 9) specific to 
users 

4 103 At the same time it is frequently possible to replace 
the vector p, of uniform commodity prices expressed al pro
ducers' values by a matrix, P say, in which the columns relate 
to different users This additional information can easily be 
used in the construction of index numbers as indicated in 
paragraph 4 I I 2 below 

TRUE ,\ND APPROXIMATE. VALUES 

4 104. The mensurc of basic unit values adopted in this 
report. like the measure of unit factor costs usually adopted, 
is different from the one given nbovc In ench case inputs arc 
vnlued at producers· values plus trade and transport margins 
whntever may be the basis on which outputs are valued. Thus 
denoting the approximnte mensure of basic values by h*, we 
can write 

and. so since 

it follows that 

b'' = ,j'p-/- ('-l(w + l) 

P h,:, + c-1 x 

f/(w -/- l) + ,1'f/ x 

b + AH X 

( 4 I 5) 

( 4 16) 

( 4 17) 

thnt is to say basic unit values in this report exceed true bnsic 
unit values by the accumulated commodity tnxes on inputs 
into commodities 

4 105 In a similnr way, denoting the usual measure of 
unit values at factor cost by f(,, we can write 

f* = t1·p + c-1 w 
and so. since 

p = f•'• -j- C'-l([ -/- X) 
it follows that 

r,:, = A'f* + 11'('-l(t -f- x) + C-i W 

= fl w + ,1· H(t + x) 

= f + A' //(t + x) 

( 4 I 8) 

( 4 I 9) 

(4 20) 

that is to say unit values at factor cost as they are usually 
calculated exceed true unit values by the accumulated indirect 
taxes on inputs into commodities 

4.106. Thus it follows that b* ~band f* ~ f The extent 
of the difference in either case depends on the extent to which 
indirect taxes are levied on commodities that enter as inputs 
into the productive system If they are not so levied and if 
the input-output matrix is sufficiently disaggregated to reflect 
this fact properly, the differences may b~ comparatively small 

THE IDENTITY: TOTAL FINAL EXPENDITURE EQUALS 

TOTAL VALUE ADDED 

4 107 As might be conjectured, this identity holds for any 
measure of value but only provided that the true and not the 
approximnte ,ieasure is used This can readily be demonstrated 
as follows 

4 108 Let us write the quantity equntion in the form 

e=(I-A)q (4.21) 



If we combine this equation with ( 4 .13), we can write 

p'e = (w' + t' + x') H'(I 

= (w' j- t' + x') c-1 q 

A) q 

(4 22) 

4.109 The term on the left-hand side of (4.22), p'e, 
represents total final expenditure valued at producers' values 
plus trade and transport margins The term on the right-hand 
side represents total value added. The expression in paren
thesis represents the relevant concept of value added (factor 
incomes plus indirect taxes). This concept is converted from 
an industry to a commodity basis, on post-multiplication by 
c-1, before being multiplied into the commodity output 
vector, q, where trade and transport is one of the commodities 

4.110 In a similar way, by combining (412) and (4.21 ), 
we can express the identity in terms of basic values, Thus 

b'e = (w' + t') C- 1 q (4 23) 

The leftMhand side represents total final expenditure valued at 
true basic values and the term in parenthesis contains the 
components of value added relevant to this valuation. 

4111 Finally, by combining (4.11) and (421), we can 
express the identity in terms of factor costs Thus 

f'e = w•c-1 q (4.24) 

The left-hand side represents total final expenditure valued at 
true factor costs and, in this case, the concept of value added 
contains dnly a single component, factor costs 

INDEX NUMBERS IN MATRIX FORM 

4 I 12. The index numbers used in this repprt are either 
base•weighted aggregatives (Laspeyres' form) or. current• 
weighted aggregatives (Paasche's· form). Fisher's ideal in.dCx 
number can always .be formed by laking their geometric mean 
Laspeyres' and Paasche's index numbers are simply the ratios 
of inner products of vectors of prices and qi.Jantities an9 so 
can be wri.tten by, attaching Suffixes to the vectors to indicate 
the period to which they relate. This statement is not effectively. 
changed by the fact that prices are hot homogeneoas but Vary 
from buyer to buyer. In practice this fact pr'Csents no difficulty 
but its introduction into the equations which follow would 
needlessly complicate the notatioii and so it is ignored: the 
equation·s are written on the assumption. that. each commodity 
has a single price. As is usual, the suffix O will be used to 
denote the base period and the suffix 1 will be used to denote 
the current period. 

4113 The final expenditure index numbers can easily be 
written down. Let us denote the two price index numbers by 
A and 7l" (for Laspeyres and Paasche) and let us denote the 
corresponding quantity index numbers by A"' and 71",i, Then, 
at market prices 

A P1' eufpu' en (425) 

" = p1' e/p0' e 1 ( 4. 26) 

A' p0 ' e/p11' e 11 (427) 

•* = P1'C1fP1'C11 (4 28) 

and, as is well known, 

h' = rrA * = Pi' e/p0' e0 ( 4. 29) 

4 114. The corresponding value added index numbers can 
be written down by substituting (J - A) q for e from ( 4.21) 
This derivation shows that the two sets of index numbers are 
identical It is, however, more convenient to transpose the 
terms in the multiplications because in this way the vectors of 
index numbers of value added in different branches of com
modity production can immediately be written down Since, 
in the present application, the results of _all matrix multi-

p1ications are single numberc;;, their va]ue is unaffected:·
transposition, Thus 

,\ = q 0'(1 - A') p,fq0 '(1 - A') Po 

, = q 1'(/ - A') p 1/qt'(/ A') P 0 

l" q1'(1 A') p0/q0'(1 A') Po 

A') p,lqu'(I 

4J 15 In these equations, the coefficient matrix 
If it is assumed to have the same value in period 
in period O then, to take an example, 

A* = Q1'(/ - A'o) Po 
Qo'U - A'o) Po 

By transposing the numerator and denominator of (4.34) it·-·:' 
easy to see· that this expression corresponds to the ~ingl 
deflation method, that is to say the method wh_ich consists 0_ ., 
applying value-added weights to single indicators of the dif-; 
ferent outputs. ln general the assumption of a constant A k 
unwarranted, and so it is necessary to distinguish between the: 
base•period value, A0 , and the current-period value, A 1 .. 1n 
this case 

A*= 
qi'(/ A1') Pu 

qo'(/ Au') Po 

= qi'(/ Au') Pu + 
q/(A 0 ' - A 1') Po 

Qo'(/ Au') Pu q0(1 - Ao') P., 

This expression corresponds to the double-deflation. method, 
that is to say the method which consists of subtractmg. from 
gross outputs at constant prices measures of the relevant mpu~ 
at constant prices. The second term in the ~econd ro.w of 
( 4 35) measurCs the error in the single-deflation. method. 1f 
A 

1 
= A

O 
this error i_s, of course, zero; but even if A 1 "F Ao 

the error may not be large because positive and negative 
components may to some extent offset olie another. 
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4.116 Corresponding to t4 35). Paasche's quantity index 
number, rr*, takes the form 

(4.36) 

4 117 The price index numbers are not affected by 
changing coefficients since, as can be seen from ( 4 .30) and 
(4 31 ), only a single value of A enters into the numerators 
and denominators of these expressions 

4 118 In (4 30) through (4.36) the value-added index 
numbers of prices and quantities have been express_ed m terms 
of commodity outputs. In order to express them 1~ terms _of 
industry outputs, it is only necessary to remember that Q := C g 
and make the appropriate substitutions Thus, for example, 
(4..30) becomes 

A = g0' C'(I - A') p,fg0' C'(I - A') Pu ( 4 .3 7) 

4 I 19 It will be noticed that (4 25), (430) and (4 37) 
all give the same result; they are simply _alternative ways of 
expressing a Laspeyres' price index number for the economy 
as a whole. Their differences become plain, however, when 
they are disaggregated The elements of ( 4 25) are product 
prices, or groups of product prices, weighted by final purM 
chases; the elements of (4 30) and (4 37) are value•added 
prices for commodities and industries respectively 

GROUP INDEX NUMBERS 

4 120 In order to obtain index numbeis for the economy 
as a whole, all components must be weighted and added as 



I 

l 

was done in thp preceding section It is a simple matter, how• 
ever, to replace the single numbers in (4.30) through (437) 
by vectors whose elements are the weighted component series 
These series can then be grouped in any way so as to provide, 
let us say, a price index for food or a quantity index for 
value added in manufacturing 

4.121. If we denote vectors of index numbers by placing 
a tilde over the index number symbol, we can express a vector 
of group index numbers as follows 

,._, .,._ ,,., " 
A= (G Po e0 G')- 1 (G p1 e0) ( 4. 38) 

In ( 43&) G denotes a grouping matrix and, as usual, a cir• 
cumflex over the symbol for a vector indicates that the vector 
is spread out to form a diagonal matrix The expression 
represents a vector of group index numbers for final product 
prices. The grouping matrix G has as many rows as there are 
groups and as many columns as there are items to be grouped 
Each row of G relates to a single group and contains a 1 at 
its intersection with the columns relating to items to be in• 
eluded in the group Its remaining elements are z.ero 

VALUE ADDEO AND PRIMARY INPUTS: THE NET SYSTEM 

OF PRODUCTIVITY MEASUREMENT 

4.122 The index numbers described in this report are built 
up from the prices and quantities of commodities The value 
added index numbers depend on subtracting commodity inputs 
from commodity outputs and so, in a sense, are the outcome 
of a residual method of calculation, 

4 .123 The outcome of the methOd described is a measure 
of value added Although little experience is available, it 
would be interesting to compare measures of value added at 
constant prices with measures of primary input at constant 
prices 

4.124 The association of price arid quantity measures with 
primary inputs is a subject on which more work is needed 
The Choice of a suitable quantity unit for labour has been 
widely discussed and agreement on this subject could probably 
be reached The choice of a suitable quantity unit for capital 
is more difficult; but to the extent that capital embodied in 
tangible assets wete acceptable as a first approximation, the 
concept of the gross stock of tangible assets at constant 
replacement costs might prove an acceptable Point of de• 
parture. The comparison of an index number of value added 
with an index number of primary inputs would give rise to 
measures of productivity which could be carried out as follows, 

4. J 25. Let F denote a coefficient matrix the elements of 
which measure the quantity of one of the primary. inputs re~ 
quired per unit of output of one of the commodities. This 
matrix relates primary inputs to commodity outputs in just the 
same way that the matrix A relates intermediate (commodity) 
inputs to commodity outputs. Further, let r denote a vector of 
the return per unit for the use of each primary input Then 
we can write the basic factor cost equation in the form 

f = A'f + F'r 

(/ - A')-1 F'r (4.39) 

4. 126 Consider now a system of Laspeyres' index numbers 
based on factor costs In this case, laspeyres' index of va]ue 
added, A*, takes the form 

A'''= 
qi'(/ A1') fu 
qo'(/ Ao') fo 

= 
q,'(/ A,') (/ - An')-lf'uro 

(4.40) 
Qo' F'o ro 

on substitution for f0 from (4 39) Similarly, laspeyres' index 

of primary inputs, AH say, takes the torm 

A**= Q1'F1'ru 
qo' Fo' ru 

(4.41) 

and so Laspeyres' index of productivity, A,;:•• say, takes the 
form 
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A>l<** A"'/A*.:. 

From (4.42) we can see how changes in intermediate tech• 
nology, the elements of A, and changes in primary technology, 
the elements of F, enter into a measure of productivity. We 
can also see that if there is no change in technology, that is 
if A 1 = A O and F 1 = F 0, there can be no change in produc• 
tivity as measured by (4.42) 

4 127 The index of productivity given by (4 42) can be 
expressed as the product of two partial measures. Thus, if 
A 1 = A 0, we can define a partial measure, A,:,**(A 1 = A 0 ), 

say, given by 

(4 43) 

Similarly, if f 1 = F0 , we can define a partial measure, 
A**,;:(F1 F 0 ) say, given by 

4.128. From (4.42), (4.43) and (4"44) we can derive an 
important proposition, namely that 

:\ *** = A ***(A 1 A0 ) X A'"(F 1 = F 0 ) (445) 

Equation (4.45} shows that the total change in productivity is 
equal to the partial change associated with the change in 
intermedjate technology multiplied by the partial change asso~ 
dated with the change in primary technology 

4 129, A similar set of equations can be derived for a 
system of PaascbC's index numbers. Equations ( 4 46) through 
(451) correspond to (4.40) through (445) 

q1'(/ A ') f 
rr* = ~~---,--'-'-'""' q 0'(/ A0) f1 

rr*,;, 

rr*** 

rr•,;, • 

rr* • * 

and so 

qi' F1' r1 
qo' Fo' r1 

= qu'fo'r1 
qo' F1' r1 

(4.46) 

(4.47) 

(4.49) 

GROSS OUTPUT AND ALL INPUTS: THE GROSS SYSTEM OF 

PRODUCTIVITY MEASUREMENT 

4,130 In the preceding section attention was concentrated 
on the relationship between value added and primary inputs, 



the usual measure of productivity Some interest attaches, 
however, to the relationship between gross output and all 
inp1tts. This comparison, though it seems straightforward 
enough for a single productive unit. is less appropriate for a 
productive system because it involves some duplication ln 
fact it will be shown that a gross measure of productivity is 
always less in absolute value than a net measure .. However, 
by introducing the concept of gross output, it is possible to 
reinterpret the components of a measure of net productivity 
For these reasons the equations of the gross system corre
sponding to (4.40) through (4.44) will now be given. A bar 
over an index number in the net system, for example A*, will 
denote the corresponding index number in the gross system 

4 131, Corresponding to (4.40). we have 

A,._.= Q1'(/ - Au')-1 fo' ru 

qu'U - Ao')-1 Fu' ru 
(4.52) 

since in the gross system (/ - A) q is replaced by q. the 
vector of gross outputs Similarly, 

so that 

A*•~ = q1'IA/(/ - Ao')-1 Fit + f1'I ru. 
qo'U - Au')-1 Fu'ro 

Q1'iA1'(/ - Au')-1 Fu' + F1'l ro 

Q1'lfu· + Ao'(/ - Au')-1 Fo·J ru 

q1'IF1' + Ai'U - An')- 1 Fo'I ro 

(4 53) 

(4.54) 

Thus if A 1 = A0 and f 1 = Fn- then A*•~* = .\**"• = 
But if only one of these conditions is met, we have 

and 

A•H*(F1 = fu) 

q1'(/ - Au')-1 fu' ro 

ci(IA 0 '(i - A0')- 1 F0' + F1'1 r 0 

q1'lfu' + Au'(/ Au')-1 fu'l ru 

Q,'IF1' + A 0 '(/ - A 0')- 1 F 0 'J T0 

(4 55) 

= q1'(/ - Au")-1 fu' ru 

q1'1l + A1'(/ - Au')-lj Fo'T<: 

= q 1'(F0' + A 0'(/ - A 0 ')- 1 F0'l r1l 

q1'fFu' + Al(! - Au')-1 Fu'l ro 

(4 56) 

A comparison of (4 54). (4.55) and (4.56) shows that the 
simple multiplicative relationship which held in the net system 
does not hold in this case 

4 132. Let us now turn to the relationship between _.\ H* 

and A*** If we put 

q1'(/ - Ao·)-Ifu·ru = a 

qi' A1'U - Ao')-.1 fu· ro 

and 
q1' F 1' Tu 'Y 

we can see that 

A*"''" 
(a - µ) (µ + ,> 

"' 
= [ I + 

µ(a - µ 
a> 

A>:.H 

>)] A**'~ 

(4 57) 

(4 58) 

( 4 59) 

(4.60) 

4 133 From (4 60) it follows that A H>1< ~ A*** ac-
cording as o: ~(/3 + 'Y) that is to say according as A,:,u~ l 
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In other words ~ * u always understates the loss or gain in 
productivity compared with A*·~* 

4-134. F01 a particular branch. 1 say, but not for the 
economy as a whole. the two partial measures of productivity 
can be expressed as follows 

(4 61) 

and 
( 4 62) 

In other words, for branch J· the partial measure of productivity 
gain when A 1 = A 0 is equal to the ratio of the index number 
of gross output to the index number of primary inputs; and 
the corresponding measure when F 1 = F0 is equal to the ratio 
of the index number of value added to the index number of 
gross output. These relationships do not hold for the produc
tive system as a whole 

PRODUCTIVITY IN TERMS Of PRICE RATIOS 

4 135 It might be conjectured that everything that has been 
said about productivity in terms of the ratio of quantity index 
numbers could equally well be expressed in terms of the ratio 
of price index numbers This is indeed the case 

4 136 Consider a set of Paasche price index numbers. Let 
1T" denote an index number of value added output prices, 
1r

00 an index number of primary input prices and 1r
00

" their 
ratio 1r

0 /1r'"' Then, just as 

.. \ ~, = \a\* X \ ·~ *"' (4 63) 

so 
,o = ,oo X 1r" 0 0 (4 64) 

and 
V = ,o \* = ,o 0 \ ... * ( 4 .65) 

where V denotes an index number of the value of value added 
Since 

l'l"oco _\*** = I (4 66) 

it follows that 
rr oo rro A*/.\1,,,:, 

= rro A ❖ ** (4 67) 
and !hat 

.\ *,;, 1r"/1r"" .\') 

= rr 000 A,* (4 68) 

4 137 The expressions for the price index numbers and 
their ratios are 

and 

1r" = ql. f 1' rl 
~~~-

qi'(/ - A1') ([ - Au')-1 Fo'ro 

Q1' 1\' r1 

q1' F/r";; 

lTo o o = 
q1'(/ - A1') (/ - Au')-1 Fu' ro 

rr"o"(.41 = Ao) = ql· f1' ru 
q1' Fn' r-o 

(4 69) 

(4 70) 

(4 7 I) 

(4 72) 

Q 1'(/ - A 1') (/ - A 11')-
1 F0' T3 

( 4 73) 

4.138 Thus the information that can be derived from a 
system of quantity index numbers can equally well be derived 
from a set of price index numbers 

( 
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Chapter V 

THE TRANSACTORS OF THE SYSTEM 

5 l, This is the first of three chapters on the 
concepts, definitions and classifications of the system 
It is concerned with transactors, that is to say with 
the resident economic agents of the system; and with 
the statistical units, that is to say the units ol observa
tion and classification, used for each category of 
transactor After we have dealt with transactors we 
shall turn in the next two chapters to the various 
forms of transaction into which they enter and to the 
way in which these are represented in the system 

5.2, This chapter starts with a discussion of the 
differing but related classes of transactors used in the 
production, consumption expenditure and capital 
formation accounts, on the one hand, and the income 
and outlay and capital finance accounts, on the other, 
The following two sections of the chapter are devoted 
to defining the categories of each class of transactors, 
and the associated statistical units Dealt with next are 
the schemes of classifying the kind of economic activity 
of producers and the purposes of government and 
private non-profit bodies serving households The last 
section of this chapter concerns the definition of the 
resident economic agents, 

The two main c1asses of transactors 

5,3. In any national accounting system transactors 
are necessarily grouped; it would be impossible and 
also useless to treat every individual transactor separ
ately, But they need not be grouped in the same way 
in all parts of the system and, indeed, it is not desira
ble that they should be, In the present system two 
main c1asses are used: one in connexion with the flow 
of goods and services and relevant in the production, 
consumption expenditure and capital formation ac
counts; and the other in connexion with flows of 
finance and relevant in the income and outlay and 
capital finance accounts, The first class deals first and 
foremost with producing units, that is to say units in 
which production decisions are mainly taken, and also 
with an intermediate kind of unit which can be 
considered as a type of transactor The second class 
deals with financing units, that is to say units in 
which financing decisions are taken, whether these 
decisions relate to the financing of current or capital 
outlays. 

SA The reason for this distinction is not very 
difficult to see, In the analysis of production we are 
mainly concerned with the workplaces, or establish
ments, in which most operating decisions are taken, 
In the analysis of finance, on the other hand, we are 
mainly concerned with the frequently much larger units 
in which most financial decisions are taken For 

example, a business corporation may control a number 
of establishments producing similar or very different 
commodities and so assignable to the same or different 
industrial categories And the corporation may itself 
be only one of a number, all of which are controlled 
by a giant business enterprise A similar situation exists 
in government For example, there may be a number of 
local education authorities and a still larger number 
of schools, colleges and universities which contribute 
to producing the government service of public educa
tion. If we consider the units which contribute to the 
government purpose ol public education, we need to 
add the central ministry of education to these services, 
These units may all have some measure of financial 
autonomy, if only in the sense that certain operating 
standards are recognized and finance will be found 
for them; but, in general, they all have to com
pete for finance with the many other uses which arc 
the concern of government As a consequence it is 
necessary to set up the accounting system so that 
government can be seen not only as the producer 
and final consumer of a variety of services, each with 
its own cost structure, but also as the institution con
cerned with allocating finance to these and many other 
objects, 

5,5. Even in the case of households the same 
dichotomy can be said to exist though it may not be 
as clear as in the examples just given. The reason is 
that, following the usual practice, the production 
boundary of the system is drawn so as to exclude the 
further processing in households ol the goods and 
services bought with consumption expenditure_ This 
means that such household activities as cooking meals, 
scrubbing floors or minding children do not form part 
of productive activity; only the goods and services 
bought !or these purposes, including the services of 
domestic servants, form part of production As a 
consequence there are no production accounts for 
households as such, However, not all productive activity 
is organized in corporations There are also unincor
porated enterprises, own-account workers, peasant 
farmers and so on; and in some countries the greater 
part of production is in such hands, The production 
accounts of these unincorporated producers are merged 
with the production accounts of corporate establish
ments engaged in the same kind of production But the 
operating surplus from these activities is, in each 
case, simply a part of the income of the proprietor's 
household and is merged with other forms of in
come, such as income from the employment of family 
members, from investment or from pensions, to pro
vide a basis for household decisions on spending and 
saving, 

71 



Transactors of the production, consumption ex .. 
penditure and capital formation accounts 

5.6. The categories of transactors used in the 
production, consumption expenditure and capital 
formation accounts are designed to classify transactors 
according to the fashion in which they participate in 
the production and use of goods and services. These 
categories are industries, producers of government 
services, producers of private non-profit services to 
households, the domestic services rendered by house
holds, one to the other, and households as consumers 1 

As has been said above, for purposes of distinguishing 
industries from the other types of producers and 
separating the activities of households as producers 
from their activities as consumers, institutions must be 
divided into narrower, more homogeneous establish
ment-type units. The establishment-type units are also 
required in order to array the producers according to 
the major kind of goods and services they supply and 
in order to classify the purposes for which the govern
ment and private non-profit services carry on produc
tion" 

INDUSTRIES 

General definition 

5.7. The core of industries is made up of establish
ments the activities of which are financed by producing 
goods and services for sale in the market at a price 
that is normally designed to cover the costs of produc
twn. In other words they produce commodities. The 
establishments may be part of an incorporated or unin
corporated business; and may be owned or controlled 
by private individuals, private non-profit institutions 
or organs of government. They differ fundamentally 
from the other producers in the cost-structure, general 
character and disposition of their output 

5 8. It is necessary to extend the scope of industries 
beyond the business establishments described above 
in order to encompass units which produce similar 
goods and services and utilize similar inputs and 
prnduction processes, though they may not be run to 
make a profit and may not dispose of their output in 
the market In other words, in order to define the scope 
of industries, the primary consideration of the way in 
which the output of goods and services is disposed of 
and financed needs to be supplemented by the criterion 
of the kind of goods and services produced 

5. 9. While financial intermediaries, that is, units 
mainl)'. engaged in incurring liabilities and acquiri_ng 
financial assets m the market, often do not sell a service 
as such, they should be included among industries. 
Gov_ernment-owned units may produce goods and 
services for the market, or for the government, which 
are charactenstically the output of business establish
ments, utilizing similar inputs and technologies, though 
they do not dispose of these goods and services at a 
price intended to approximate the costs of production. 
In a number of countries, households will produce 
goods for their own consumption, which are usually 

l The producers of government seivices and the producers 
of private non-profit services to households are also called the 
services of government and the services of private non-profit 
bodies serving households in this report 

sold in the market. Because households as such are 
not treated as producers, the extent to which industries 
are delineated in respect of the own-account activities 
of households sets bounds to the concept of production 
that is used in the system 

Industries of governmen! 

5.10. Industries should encompass government 
departments, establishments and similar units mainly 
engaged in selling the kinds of goods and services 
which are often produced by business establishments, 
though as a matter of policy, the prices (charges) 
set for these goods and services may not approximate 
the full costs of production. So as to qualify as sales in 
this context, the charges should be proportional to the 
amount ( i e., quantity and quality) of the goods and 
services furnished; and the decision to acquire (i.e, 
purchase) the goods and services should be voluntary. 
Governmental policies may also bring about sales at 
prices which are set below full costs of production in 
the case of privately owned establishments Examples 
of the public enterprises under discussion are the 
operation of farms, nationalized mining and manufac
turing units, electricity production and distribution, 
water supply services, railways, port facilities, toll 
roads, postal services, banks and other financial 
intermediaries, Jetting dwellings and non-residential 
buildings, and the buying and selling commodities on 
the market 
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5 l l Governmental departments engaged in the 
usual social or community activities of government, for 
example, national parks, health, educational, cultural 
and sanitary services, and scientific or technical 
research and assistance, should not be considered public 
industries unless the fees set for these services are 
clearly designed to approximate the full costs of 
production. Where commodities are sold incidental to 
providing such services, for example, timber in the case 
Of forest preserves, products made at vocational 
schools, seeds from experimental farms, postcards and 
art reproductions by museums, it is generally undesira
ble and inpracticable to isolate these activities as public 
indu_stries. Governmental units engaged in providing 
services of a regulatory character, for example, issuing 
passports or licences, administering driving tests or 
courts, are not to be considered industries though the 
payments for these services may cover the full current 
costs of operating the agencies. These payments, which 
are compulsory and unavoidable in the only circum
stances in which they are useful, are not considered to 
be purchases of services 

5 12. Public enterprises should also encompass 
government departments, establishments and similar 
units which furnish goods and services to the govern
ment itself of a kind which are often provided by busi
ness establishments. Examples are munition factories, 
repair shops, navy dockyards, printing and publishing 
services, building and construction activities. In order 
to include these ancillary government activities among 
public industries, it is essential to isolate the production 
and capital expenditure involved This is most practical 
where the activities are the functions of a government 
department or other unit established independently of 
the departments served Under these circumstances, not 



infrequently; the costs of production of the ancillary 
department is financed by charges made to other 
government departments for the goods and services 
provided. Where the ancillary activities are under
taken within the government department served, it 
becomes difficult to isolate the related expenditures; and 
efforts should be made to encompass the activities in 
an industry only if these activities do not form a minor 
part of the government department 

Own-account achvitie5 of households 
and private non-profit bodies 

5 . .1.3, As in the case of governments, certain own
account activities of households and private non-profit 
institutions should be treated as industries These 
activities are enumerated below, 

(a) All the dwellings which households or private 
non-profit institutions own and use on their own
account Private non-profit bodies may, for example, 
furnish dwellings which they own to their staff as part 
of wages and salaries in kind. Family dwellings which 
a government owns and furnishes to her employees in 
the same fashion are also to be classed as industries. 
However, in the case of the government or private non
profit bodies, it may be disadvantageous to class the 
dwellings in question as industries when the housing 
services are furnished on a small scale and considerable 
difficulty would be encountered in delineating a 
separate establishment in respect of the services; 

(b) The own-accounr construction of dwellings, 
non-reiidentia/ building:; and other projects by house
holds and private non-profit bodies, as well as by 
government organs, These construction activities will 
make substantial contributions to the supply of dwell
ings, public buildings, roads, wells and other com
munity facilities in the case of a number of countries 
In some instances, ·households may combine, for 
example, in community development projects, to engage 
in such works. These modes of carrying on construction 
may also generate considerable demand for construc
tion materials; and may be important sources of income 
for the population during certain periods; 

(c) The own-acc;ount production by households of 
primary commodities, that is the characteristic products 
of agriculture, forestry, fishing, hunting and mining 
and quarrying, where the producer activities of the 
households had not already been set off as industries 
by virtue of sale of the products on the market. House
hold production entirely on own account is a major 
source of the supply of the primary commodities for 
portions of the population in the case of a number of 
countries As economic development proceeds, the 
importance of the subsistence production declines. For 
purposes of adequate and comparable measures of 
output, income and consumption, it is therefore 
essential to set off these households activities into 
industries. However, in the case of other countries, the 
subsistence production may not make a significant 
contribution to the well-being of any of the population; 
and may present ma, ked difficulties of measurement. 
In these instances it may not be worthwhile to raise 
industries in respect of household production of 
primary goods on own account ( Also see paragraphs 
6 ]9°6,20.) 
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Private non-profit institutiom primarily 'ierving business 

5. 14 Though receipts from the sale of services and 
goods will not finance the costs o[ production of private 
non-profit institutions which mainly serve business 
establishments, it is best to include these bodies among 
industries as long as they are not wholly or mainly 
financed and controlled by organs of government 
Examples of the private non-profit units under discus
sion are technological, design or testing institutes, bodies 
engaged in economic or management studies, trade 
associations and chambers of commerce. These institu
tions provide services designed to increase the efficiency 
or earning capacity of business units which, in many 
instances,· are similar in character to the activities the 
business units might otherwise carry on themselves. 
They are often founded by particular industries and 
are wholly, or primarily, financed and controlled by 
these business units. Financing may take the form of 
membership dues paid by business units, which are 
not flecessarily proportiona_l to the services rendered, 
grants and endowments by business units, income from 
property, and charges for services which may not 
approximate the current costs of operation Business 
units usually exercise control over the non-profit bodies 
in question, that is, effectively determine policies, 
programmes and activities, by choosing the majority 
of the managers and executives and/or the board of 
directors of the organizations. The private non-profit 
institutions are generally incorporated. The business 
units may in some instances furnish the staff of the 
non-profit bodies 

The establishment 

5. 15 As is indicated in paragraph 5 6, the unit of 
observation and classification used in the case of 
industries - the establishment~ should be designed 
to serve two important purposes. It should segregate 
the activities of government bodies, of private non
profit institutions serving households and of households 
which are to be classed as industries, from their other 
economic activities, and it should yield transactor units 
which are relatively homogeneous in respect of the 
character, cost-structure and technology of production 
If data are to be classified according to region, the 
establishment should in addition draw distinctions in 
respeci of the location of the activities. The extent of 
the area which might be considered to make up a single 
location will depend on the detail in which data are to 
be classified according to geographic area ' 

5 16. In order to delineate establishments, it will 
be necessary to divide up incorporated enterprises, as 
well as government bodies, private non-profit institu.
tions and households Incorporated enterprises may 
engage in various kinds of activity at diverse locations. 
This will also be the case for the unincorporated 
commercial activities of government, households and 
perhaps non-profit bodies, which are to be set off as 
industries, 

5.17. The degree o[ homogeneity that can usually be 
attained in respect of activities and the location of 

~ For a more detailed discussion of the concept and defini~ 
tion of the establishment see International Standard /tldmtrial 
Classification of All Economic Activities, Statistical Papers 
Series 17, No. 4, Rev 2, United Nations, New York, 1968 



establishments will depend on the manner in which the 
industries of single proprietorships are organized, 
managed and accounted for In most instances much 
of the gross output of the establishments should consist 
of commodities which are usually sold in the market 
Otherwise, numerous artificial commodities would be 
created; and serious problems would be encountered 
in valuing the gross output. Further, it must be feasible 
to compile data on all of the gross output, employment, 
intermediate and direct inputs into the production, and 
capital formation of each establishment The inputs 
should of course include the overhead costs incurred 
in carrying out activities which are ancillary to the 
production of each establishment, such as supervision 
and control, repair and maintenance, electricity, fuel 
and water supply, warehousing, record keeping, adver
tising and other office work, buying and selling. And the 
capital formation attributed to the kind of activity in 
which each establishment primarily engages should, in 
general, include the acquisition of fixed assets for 
purposes of the activities which are ancillary to its 
production This should also be the case in respect of 
the employment of each establishment 

5.18. Where a single proprietorship carries on 
diverse types of production, or operates in a number 
of locations, the feasibility of raising separate estab
lishments in respect of the differing kinds of activity, 
or in respect of the various locations, depends to a 
significant extent on the severity of the difficulties which 
will be encountered in allocating the cost-structure of, 
and the employment and capital formation in, over
head services among these establishments 

5 .. 19. The problems of dealing with outlays on over
head services are probably most manageable when the 
differing kinds of activity of a single ownership arc 
situated in different locations In these cases an estab
lishment should be delineated in respect of each kind 
of activity. Much of the activity ancillary to the produc
tion of a given establishment is likely to be located 
there and to be managed and recorded as an aspect of 
the establishment. There may however be central 
administrative offices, purchasing or sales offices, or 
warehouses which serve all, or a number of, the estab
lishments of the single proprietorship These centrar 
units are not lo be treated as individual establishments 
Instead the outlays on the central ancillary activities 
should be distributed' among the commodity producing 
establishments which the ancillary activities serve. 
Where these ancillary activities are not clearly linked 
with the specific activities of certain establishments the 
outlays might be allocated among the establishments 
which are served in proportion lo the excess of the 
value of the gross output by each of the establishments 
over its direct outlays on intermediate consumption 
Or, the owning enterprises, which should be able to 
make more specific and reliable allocations, might be 
requested to furnish the required data 

5 20. The problems of dealing with outlays on 
overhead services vary with the kind o[ activity when 
business units engage in the same kind of major activity 
in differing locations The difficulties of apportioning 
these outlays among the locations are frequently too 
great to make it practicable to raise an establishment 
in respect of each location in the case of industries such 
as construction and transport, and probably communi-

cations and electricity and gas Enterprises, or divisions 
of enterprises, primarily engaged in such activities 
operate over wide areas; and centralize all their over
head activities. Further, adequate data are often 
unavailable concerning the inputs into production made 
directly at the various locations lf data classified 
according to geographic area are urgently required, the 
most that might be practicable in the case of these 
kinds of activity is to create individual statistical units 
in respect o[ wide geographic areas Otherwise, the 
entire business unit which primarily engages in a kind 
of activity under discussion, should be used as the 
establishment-type unit 

5 .21. The problems of delineating establishments 
are similar in character, but not nearly as formidable, in 
the case of proprietorships mainly engaged in the dis
tributive or related service trades or in banking and 
other financial activities 

5 .22 The difficulties of allocating outlays on over
head activities are far less serious in the case of busi
nesses, or divisions of enterprises, primarily engaged 
in the same kind of mining and manufacturing at a 
number of sites. The problems are of the same order 
of magnitude as those encountered in the case of 
enterprises which carry on differing kinds of activity 
at different sites. The difficulties may however be some
what greater because businesses engaged in the same 
kind of activity at differing locations may centralize 
a larger portion of their ancillary activities to produc
tion If data classified according to geographic area are 
not required, it is advantageous to treat the enterprises, 
or divisions of them, which engage in one kind of 
major activity at a number of locations, as the estab
lishment-type units 
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5.23 Considerable difficulty is likely to be en
countered in delineating an establishment in respect 
of each kind of activity when a single proprietorship 
produces differing classes of commodities at the same 
location ln these circumstances, much of the over
head activity and capital formation in respect of each 
kind of production is likely to be pooled. In general, 
efforts should be exerted to separate the differing kinds 
of production into establishments under circumstances 
such as the following: each kind of activity is usually 
carried on by differing proprietorships or at differing 
locations ( in other wo,ds, the differing kind of produc
tion may, in most instances, be segregated into estab
lishments without undue difficulty); and the order of 
magnitude of the various kinds of production is sub
stantial. It will usually be more desirable and practicable 
to raise separate establishments in respect of each kind 
of production in the case of horizontal integration than 
in the case of vertical integration 

PRODUCERS OF GOVERNMENT SERVICES 

General definition 

5,24 l"he producers of government services furnish, 
but normally do not sell, to the community those 
common services which cannot otherwise be conve
niently and economically provided, and administer the 
State and the economic and social policy of the commu
nity Their activities therefore differ substantially in 
character, cost-structure and source of finance from 
the activities of industries The activities of the govern-



ment services are largely financed by the government 
itself; and they are consequently considered to be the 
final consumers of most of the services and goods 
which they produce Their cost-structure does not con
tain an element of operating surplus; and is made up, 
to a substantial extent, of compensation of employees 
A very minor portion of the gross output of the produ
cers of government services may be disposed of in the 
market on the terms which will result in classification 
as a commodity 

5 .25. The producers of government service should 
include all bodies, departments and establishments of 
government - central, state or provincial, district or 
county, municipal, town or village - which engage in 
a wide range of activities, for example, administration, 
defence and regulation of the public order; health, 
educational, cultural, recreational and other social 
services; and promotion of economic growth and 
welfare and technological development. The legislature, 
executive, departments, establishments and other.bodies 
of government should be included, irrespective of their 
treatment in the actual government accounts. It is 
immaterial whether they are accounted for in ordinary 
or extraordinary budgets, or in extra-budgetary funds 

5 26 In addition to the government units in the 
narrower sense, the producers of government services 
should include social security arrangements and certain 
other non-profit bodies even though they are not 
formally part of government These are social security 
schemes and non-profit bodies which, by virtue of the 
relations with a government, are clearly instruments 
of the social or economic policies of the government. 
In some countries, these schemes and organizations are 
formally government bodies, while in other countries, 
this is not the case 

Social security arrangements 

5.27. The social security arrangements to be includ
ed are those which are imposed, controlled or financed 
by the government Schemes imposed by the govern
ment will involve compulsory contributions by 
employees and/or employers and cover the whole 
community or particular sections of the community. 
These arrangements may, in addition, allow certain 
sections of the community to join the scheme voluntari
ly. Schemes formulated by the government solely in its 
role as an employer of personnel, for example schemes 
which differ significantly from social security arrange
ments for the community or which are the subject of 
negotiation with government employees, are not to be 
included here. Such schemes are considered to be 
pension arrangements. Even if a scheme does not 
involve compulsory contributions imposed by the 
government, it should nevertheless be included as a 
part of general government services if, by way of 
public regulation and supervision, or by virtue of the 
existence of a system of government grants, the scheme 
clearly forms part of the social policy of the govern
ment in respect of the community as a whole 

Other non-profit bodies 

5 28. The non-profit bodies to be included are 
organizations which primarily serve households or 
business units and are wholly, or mainly, financed and 
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controlled by the public authorities, and organizations 
which primarily serve government units themselves, 
Not infrequently, the public authorities will have 
participated in founding and organizing the non-profit 
bodies in question. 

5 29 The financing may take the form of grants, 
membership fees and payments for services and pub
lications which do not fully cover current operating 
costs. Control will consist of effectively determining the 
policies, programmes and activities, and the detailed 
standards of operation, of the bodies Such control 
may be exercised through detailed specification of the 
aforementioned aspects of the organization and man
agement of the non-profit bodies as conditions for the 
receipt of grants and fees from government, choice of 
the board of directors or executive staff of the institu
tions, or similar means. The participation of the public 
authorities in the finance and control of the bodies 
should be so intensive that it is clear that these organi
zations are instruments of the government Govern
ment specification of the types of services to be offered, 
the charges to be made, or other aspects of the opera
tions of social and community organizations, which are 
often the subject of general regulation of such bodies 
by a government, will not constitute control. 

5 30. Non-profit organizations which primarily 
serve government are bodies which are not established 
with the aim of earning a profit and which are mainly 
engaged in research and similar activities with regard 
to public administration. 

The statistical units 

5. 31. Data in respect of the producers of govern
ment services are to be classified according to the kind 
of economic activity in which they engage, and the 
purpose for which they carry on these activities. So as 
to be able to make these classifications, the statistical 
unit used in the case of the producers of government 
services should be establishment-type units which are 
as homogeneous as is feasible in respect of both the 
kind of services they perform and the purpose they are 
designed to serve.. If, in addition, data are required 
classified according to geographic area, it may be 
necessary to define these statistical units so that they 
draw distinctions according to the location of the 
producers of government services In any case the 
establishment-type units should be delineated so that 
it is practicable to gather and compile data on their 
production, consumption expenditure, capital formation 
and employment. The use of the same statistical unit 
for all these purposes furnishes the basis for correlating 
these series, one with the other, and transferring data 
classified according to kind of economic activity of 
the producers into data classified according to the 
purpose they serve. 

5.32. In general, it will be necessary to select certain 
types of governmental administrative units as the estab
lishment-type units for the producers of government 
services The character and breadth of the administra
tive unit that is appropriate will depend on the struc
ture, organization and record keeping practices of the 
government in question, and the extent to which the 
purpose served and kind of activity carried on coincide 
at given levels of administration. 



5 .. 3.3. Some departments of a government may 
render a single major kind of service the aim of which 
is identical; and will be suitable statistical units. For 
example, the major purpose of a department engaged 
in operating schools or public health services, or fur
nishing public assistance or sanitary services, is just 
that Other departments of a government may carry 
on more than one major kind of activity in order to 
serve a single major purpose .. For example, a depart
ment of education or health may in addition to 
operating the schools or public health services, respect
ively, engage in general policy making, regulation and 
research. Or, a department of the army may operate 
schools, hospitals, and other social and cultural services 
for the dependants of soldiers, as well as the soldiers 
themselves, in addition to administering the ariny. In 
these instances it will be necessary to use sub-divisions 
of departments, perhaps bureaux or sections of bu
reaux, as statistical units in order to reach a sufficient 
degree of homogeneity in respect of the kind of activity 
conducted and the purpose served The suitable 
administrative unit is likely to be at a lower level in the 
hierarchy in the case of a central government than in 
the case of a local government 

5 34. The possibilities of gathering and compiling 
data on the costs of production, sales, capital formation 
and employment of producers of government services, 
will set limits to how far down in the administrative 
hierarchy practicable establishment-type units might 
be delineated. And the lower the position on the 
administrative ladder of the statistical units used, the 
more homogeneous arc they likely to be in respect of 
kind of activity carried on and the purpose served The 
main obstacles to using detailed administrative units 
will probably be inadequate data, if any, on the 
employment, capital formation and other outlays in 
respect of overhead activities which should be allocated 
to these units, and on their use of supplies The lack 
of detailed data will probably lead to the use of depart
ments or bureaux, or at best, large sections of bureaux, 
as statistical units .. Because of the breadth of the admini
strative units which it will be necessary to use as 
establishments in the case of producers of government 
services, detailed distinctions are not made in the rele
vant categories of the industrial classification or in the 
corresponding categories of the purpose classification 
However, if project and performance budgeting, or a 
similar technique, is used, the data required in order to 
employ detailed administrative units as establishments 
are likely to be available. In these circumstances, it 
may even be possible to compile figures of the cost
structure of production, of employment and perhaps of 
capital formation in respect of the various functions of 
government departments or bureaux. In any case, 
government accounting records should allow detailed 
classification of grants, subsidies, other current trans
fers, loans and similar outlays according to the purpose 
served. 

PRODUCERS OF PRIVATE NON-PROFIT SERVICES 

IO HOUSEHOl OS 

General definition 

5..35.. The role in an economy of the producers of 
private non-profit services to households is in certain 
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respects similar to that of some of the producers of 
government services. They furnish social and communi
ty services to households on convenient terms which 
would not otherwise be available. Like -the producers 
of government services, the bodies under discussion 
provide the services to households on a non-profit 
basis. However, other facets of the arrangements under 
which the private non-profit producers operate are 
different. They consist of voluntary associations of 
individuals who have banded together in order to carry 
on specific activities. Some of these associations of 
individuals are designed to perform functions which 
the public authorities would not ordinarily undertake 
Examples of such associations are trade unions, 
professional associations, political parties, religious 
groups, fraternal societies and social clubs. 

5.36. The transactors included in this category of 
producers primarily furnish services to households such 
as education, medical and dental care, welfare assist
ance, religion, and cultural, recreational and social facili
ties. The producers of private non-profit services to 
households differ from the industries and producers of 
government services engaged in the same kind of 
economic activity, in respect of their sources of finance 
and control 

5.37. Though the private non-profit producers may 
sell some of their services to households, the receipts 
from these sales will not fully cover the costs of 
producing all of the services and goods they furnish. 
Their full cost of production, reduced by the receipts 
from sales, is considered to be their final consumptwn 
expenditure. The bulk of the services and goods they 
produce will not be classed as commodities. However, 
when the receipts from the sales of given services and 
goods cover the full costs of producing the items in 
question, these services and goods are classified as 
commodities 

5 38, Much of the activities of producers of private 
non-profit services to households is usually financed 
through the dues of members, contributions, grants 
and endowments from individuals, business units and 
government, and income from property. The bodies 
may be societies, trade unions, churches, schools, 
hospitals, foundations, fraternal organizations, clubs 
etc, which have been founded by associations of 
individuals without the aim of making a profit. They 
may be incorporated or unincorporated. Associations 
of individuals should effectively determine the policies, 
programmes and activities of the private non-profit 
bodies. They may do this directly, by means of the 
selection of the officers, managers and executives, and/ 
or through the election of a board of directors Exclud
ed from the producers of private non-profit services 
to households are units which, while not officially part 
of an organ of government, are wholly or mainly fi
nanced and controlled by the public authorities. These 
bodies are classed as producers of government services, 
(See paragraphs 5 28-5 .29 above ) 

Exclusion of commercial activities 

5 39. Private non-profit producers may be part of 
institutions which engage in secondary or subsidiary 
commercial activities, such as owning and letting dwell
ings, operating eating and drinking facilities, selling 



goods produced in their workshops for the handicapped, 
or publishing and selling books and pamphlets The 
owning and letting of dwellings is, in general, to be 
segregated from the main activities of these institutions; 
and should be treated as an industry. The same practice 
should be followed in the case of the other subsidiary 
activities if the sales receipts normally cover the 
connected current costs of production and the scale 
of the activities is large enough so that considerable 
difficulty will not be encountered in setting the activi
ties off into an establishment. 

Exclusion of very small unit, 

5.40. Fraternal groups, social clubs and similar 
bodies, for example, sport, bridge and neighbourhood 
clubs, which have the equivalent of less than two full
time employees, are excluded from the producers of 
private non-profit services to households. These bodies 
are to be included among households. Small fraternal 
societies and social clubs are often informal groups of 
individuals who combine to carry on, and obtain facili
ties for, activities which would otherwise be centred in 
households While many such societies and clubs may 
exist, they usually account for an insignificant amount 
of economic activity. Further, it would be difficult to 
gather data in respect of these bodies since they are 
unlikely to have adequate records, if they have any 
at all 

The e.,tahlishment-type unit 

5.41. The producers of private non-profit services 
to households are to be classified according to the kind 
of activities in which they primarily engage and the 
purpose for which these activities are carried on. The 
statistical units used in respect of these producers 
should therefore be establishment-type units which are 
homogeneous in respect of the character and purpose 
of the activities carried on If data are wanted classified 
according to geographic area, each of the establish
ment-type units should also be situated in a single loca
tion, 

5.42. In a number of instances, a private non-profit 
institution as a whole, that is a legal entity, will provide 
the appropriate establishment-type unit. The legal 
entity may be a corporate body, association of indivi
duals, foundation, fund or the like .. Many private non
profit institutions serving households primarily engage 
in a single kind of non-profit activity; and the character 
and aim of the activities are identical. Because such 
coincidence occurs frequently in the case of these insti
tutions, it is feasible to construct a purpose classi
fication for these bodies which is in one-to-one corre
spondence with the relevant categories of the industrial 
classification at each level of classification. The offices 
of a number of the private non-profit institutions are 
also likely to be found in one location. 

5.43. Should an institution engage in a number of 
differing kinds of non-profit activities, for example, 
providing higher education and conducting scientific 
r_esearch, or furnishing adult education and public 
library facilities, to a substantial extent, it will be 
desirable, if feasible, to raise statistical units in respect 
of each major kind of service. The feasibility of dividing 
the differing types of activity into establishments will 

depend on t:,e manner in which the institution is 
organized and managed, and accounts are kept. Each 
of the establishments should of course cover all of the 
costs of production, sales, capital formation and em
ployment involved in carrying on the activities dealt 
with and in providing the associated supporting servi
ces 

5.44 As in the case of producers of government 
services, the main difficulties encountered in delineating 
these establishments will relate to the allocation of 
outlays for the common overhead services The feasibi
lity of raising a separate establishment for each kind 
of activity will therefore reflect the extent to which the 
outlays on supporting services are, or can be, segregat
ed in respect of each kind of activity, by virtue of the 
way in which the institution is organized, or the manner 
in which records are kept 
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5.45 When private non-profit institutions serving 
households engage in an activity which it is suggested 
in paragraph 5.39 above should be classed as an indus
try, efforts will be required to set the activity off into 
an individual establishment. The possibility of making 
this separation will depend on the availability of data 
on the sales, costs of production, capital formation and 
employment of the commercial activity. It is considered 
that these series of data might be gathered without 
undue difficulty when the commercial activity is con
ducted on a substantial scale. 

HoUSEHOlDS 

Dome-'itic service 

5.46. The domestic services which one household 
tenders to another, for example, maid and char ser
vices, cooking, child's nurse, companion, gardening, are 
considered lo be a distinct category of production .. 
These services are classified as goods and services other 
than commodities The costs of production of domestic 
services consist of compensation of employees only; 
and capital formation is not involved in this form of 
production. 

A.s conmmers 

5.47. In the case of the accounts on the supply 
and use of goods and services, households concern the 
activities of individuals as consumers Included here 
are the fraternal groups, social clubs and similar bodies 
which have the equivalent of less than two full-time 
employees. (See paragraph 5.40 above.) The activities 
of households ,as owners of unincorporated producing 
units are encompassed under industries. The expendi
ture of households on goods and services are classified 
according to the object of the outlays in the case of the 
consumption expenditure account. 

Transactors of the income and outlay 
and capital finance accounts 

5 48. This section of the chapter concerns the 
categories, and the associated statistical units, used for 
transactors in the case of the accounts of the system 
on the source and disposition of income, the accumu
lation and finance of capital, and balance sheets .. The 



definitions of the categories - the institutional sectors 
and sub-sectors - are set out in table 5.1. The consid
erations which led to these definitions are indicated in 
the text below. The text also deals with the definition 
of the transactor units in the case of each institutional 
sector and with their classification according to kind 
of economic activity 

5A9. Institutional units are, as a rule, recommend
ed as the transactors in the case of the accounts under 
discussion. It is these bodies which independently 
receive and disburse incomes, and own and manage 
all forms of property. The institutional units are classi
fied into sectors and sub-sectors, primarily in the light 
of differences in their financial role, behaviour and 
experience. Since the dissimilarities in these respects 
between business enterprises are also related to their 
major kind of economic activity, this type of classifica
tion is also recommended 

CORPORATE AND QUASI-CORPORATE ENTERPRISES 

Scope 

5 50. The institutional sectors, 1:on-financial corpo- :, 
rate and quasi-corporate enterpnses and financial ··· 
institutions are designed to cover bus_i~ess. enterprises 
which are legally, or clearly act as, en(1t1es mdependent 
of their owners. This means that the mcomes and out-
lays of the enterprise, and all the tangible ~nd financial 
assets and liabilities connected with the busmess,. should 
be controlled and managed independently and that 
separate, complete records s~oul? be avail~ble . in 
respect of all these items This will be the ?tuation 
legally in the case of incorporated enterpn_ses, for 
example, corporations, joint stock companies, co
operatives, limited liability partnersl_1ips. It may cl~arly 
be so in practice in the case _of cert!'m types o~ ordmary 
partnerships or sole propnetorsh1ps Includmg these 

Tab]e 5.1. The definition of the institutional sectors and sub-sectors 

L Non-financial enterpriseJ. corporate and quasi-corporate 

(a) Private enterprises 

Privately owned and/or controlled enterprises pri
marily engaged in non-financial activities which are 
(i) incorporated enterprises, e.g, corporations, joint 
stock companies, limited liability partnerships, co
operatives or other forms of business associations 
recognized as independent legal entities by virtue of 
registration under company and similar acts, laws or 
regulations, (ii) unincorporated enterprises owned by 
non-residents, (iii) important, large ordinary partner
ships or sole proprietorships owned by residents and 
maintaining complete profit-and-loss records and com
plete balance sheet accounts on the financial assets 
and liabilities, as well as the tangible assets, involved 
in the business or (iv) non-profit institutions and 
associations mainly serving business enterprises and 
entirely, or mainly, financed and controlled by these 
units 

(b) Public enterprises 

Publicly owned and/or controlled enterprises pri
marily engaged in non-financial activities which are 
(i) incorporated public corporations, Le., by virtue of 
company acts or other public acts, special legislation 
or administrative regulations, they hold and manage 
the financial assets and liabilities, as well as the 
tangible assets, involved in their business or (ii) large 
unincorporated units (government enterprises) that sell 
most of the goods or non-financial services they 
produce to the public. These enterprises will not hold 
and manage financial assets and liabilities apart from 
their working balances and business accounts receiv• 
able and payable 

2 Financial imtilutions 
Incorporated and unincorporated enterprises which are 
primarily engaged in financial transactions in the market 
consisting of both incurring liabilities and acquiring finan• 
cial assets 

(a) The central bank 

The publicly owned and/or controlled bank which is 
a monetary authority, i e., issues currency and some
times coins, and not infrequently holds the interna
tional reserves of the country. The central bank also 
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has liabilities in the form of the demand deposits of 
other banks and often of the government. The bank 
is to be classified as a public financial institution. 

( b) Other monetary institutions 

All banks except the central bank which have Ha
bilities in the form of deposits payable on demand 
and transferable by cheque or otherwise usable in 
making payments. These banks are to be classified 
into privately owned and/or controll~d ,ins~itutions 
and publicly owned and/or controJled mst1tut1ons, 

(c) Insurance companies and pension funds 

Insurance companies consist of incorpor~ted, m~t~al 
and other entities which mainly engage m providing 
life, accident, sickness, fire, casualty or other forms 
of insurance. Also included are separately organized 
schemes established by fraternal, friendly and other 
societies, by banks or by the public authorities in 
order to provide various forms of insur~nce on. a 
voluntary bnsis. Excluded are voluntary social secur~ty 
arrangements for certain sections of the . commun~ty 
which are part of a more general social secunty 
scheme 

The pension funds included here ~re separat7ly 
oroanized schemes established for purposes of m
cu;ring incomes on retirement for specific_ groups ,of 
employees which (i) are not part of social secur~ty 
arrangements for large sections of the com~umty 
imposed, controlled or financed by the pub!1c a~
thorities and (ii) engage in financial transactions rn 
the capital market. These funds will have been 
organized, arid will be directed, by specific private or 
public employers or jointly by the employers and 
their employees; and the employees and/or_ empl~y.ers 
will make regular contributions Excluded m addition 
to pensi0n funds which are considered to be part of 
public social security schemes, are pension. arra~~e
ments for the employees of private or public ent1t1es 
which do not include a separately organized fund or 
which consist of a separately organized fund, but the 
reserves of the fund are added to the reserves of, or 
only invested in the securities of, the employer 

The insurance companies and pension funds are to 
be classified into privately owned and/or controJled 
institutions and publicly owned and/or controlled 
institutions 



Table 5.1. The definition of the institutional sectors and sub-sectors (continued) 

2 Financial imtitutio11s (continued) 

(d) Other financial institutions 
All entities other than those included above which 
primarily engage in financial transactions in the mar
ket, consisting of both incurring liabilities and ac
quiring financial claims on others Examples are 
building and loan associations; private saving banks; 
public saving institutions, the funds of which do not 
flow directly and automatically into the balances of 
the public authorities or special issues of public debt; 
public lending institutions, the liabilities of which are 
not necessarily to the public authorities only; credit 
unions, sales-finance, hire-purchase and other business 
and personal finance companies; security brokers and 
dealers performing financing and depository func
tions; and investment companies, funds, societies and 
trusts 

The other financial institutions are to be classified 
into privately owned and/or contro11ed institutions 
and publicly owned and/or controlled institutions 
Where the public institutions include lending institu• 
tions, the liabilities of which are in fact to the public 
authorities only, though they have the legal authority 
to incur liabilities to the public or to other financial 
institutions, the data in reSpcct of these entities should 
be given separately 

3 General government 

All agencies of the public authorities not classified 
elsewhere: ( i) government departments, offices and 
other bodies engaged in administration, defence and 
regulation of the public order, promotion of economic 
growth and welfare and technological development, 
provision of education, health, cultural, recreational 
and other social and community services free of 
charge or at sales prices which do not fully cover 
their costs of production; (ii) other non•profit insti
tutions serving households or business enterprises 
which are wholly, or mainly, financed and controlled 
by the public authorities or which primarily serve 
government bodies; (iii) social security arrangements 
for large sections of the community imposed, con• 
trolled or financed by the government; (iv) govern• 
ment enterprises (unincorporated public units) which 
mainly produce goods and services for government 
itself or which primarily sell goods and services to 
the public, but do not operate on ii large scale; and 
(v) public saving and lending bodies which are finan• 
dally integrated with a government or which lack 
the authority to acquire financial assets or incur 
liabilities, respectively, in the capital market. 

(a) Central government 
All departments, offices, establishments and other 
bodies classified under general government which are 
agencies or instruments of the central government, 
irrespective of whether they are covered in ordinary 
or extraordinary budgets, or in extra-budgetary funds 
Included are non•profit institutions which, while not 
an official part of the central government, are entirely, 
or mainly, financed and contro11ed by the central 
public authorities. Excluded are the social security 
funds defined below 

(b) State and local government 
All departments, offices, establishments and other 
bodies included under general government which are 
agencies or instruments of state or provincial, district 
or county, municipal, town or village, .or another 
organ of government except the cent(al public au• 
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thority The bodies may be covered in ordinary or 
extraordinary budgets, or in extra-budgetary funds 
Included are non-profit institutions which, while not 
an official part of an organ of state or local govern
ment, are wholly, or mainly, financed and con• 
trolled by it 

(c) Social security funds 
Schemes imposed, controlled or financed by the public 
authorities for purposes of providing social security 
benefits for the community, or large sections of the 
community, which are separately organized from the 
other activities of the public authorities. The reserves 
and other financial assets of the schemes, and the 
liabilities of the schemes, should be distinguished, and 
recorded separately, from the other financial assets 
and liabilities of these authorities Excluded are 
schemes for government employees formulated by an 
organ of government solely in its role as an employer 
of personnel 

4 Private 11011-profit institutions serving households 

Private non.profit institutions mainly serving house
holds which are not entirely, or mainly, financed and 
controlled by organs of general government and 
which employ the equivalent of two or more full
tim6 persons. These institutions furnish educational, 
health, cultural, recreational and other social and 
community services to households free of charge, or 
at sales prices which do not fully cover their costs of 
production Included here are any commercial activi
ties of the private non-profit institution, e g., owning 
and letting dwellings, operating eating and lodging 
facilities, publishing and selling books, which are not 
set off in a separate legal entity from the main activity 
of the institution 

5. Households, including priwlfe ,wn-fimmcia/ uninwrporated 
enterprises 

Resident households and all unincorporated enter· 
prises, i e., ordinary partnerships and sole proprietor• 
ships, primarily engaged in non.financial activities 
which are owned and/or controlled by resident indi
viduals and are not classified as quasi.corporate enter• 
prises in l(a) above. Also included are neighbour
hood and other social clubs which employ less than 
the equivalent of two full-time persons 

It is suggested that the household sector be classi
fied according to the socio-economic status of the 
head of the household ..is follows: (a) households 
headed by an owner of unincorporated or quasi• 
corporate enterprise, sub-divided into primarily en
gaged in agricultural and non-agricultural kinds of 
economic activity; (b) households headed by an 
employee; and (c) persons in other status and small 
social clubs, perhaps sub-divided into households 
headed by an independent, inactive person, house
hoids headed by persons supported by another indi• 
vidual, inmates of institutions and sma11 social clubs 
It will also be useful to classify the owners of agri
cultural and non.agricultural unincorporated or quasi
corporate enterprises into employers and own.account 
workers The socio-economic status of the head of the 
household is to be based on his main kind of eco
nomic activity (occupational and industrial attach
ments) and/or status (main role in economic activity 
or main source of livelihood). The main source of 
livelihood of persons in independent, inactive status 
may be pensions, savings, income from property, 
social security benefits or social assistance. 



particular unincorporated business enterprises, that is, 
the quasi-corpOTate units, in the same sector as the 
incorporated enterprises should improve international 
comparability in institutional sectoring since countries 
differ considerably in the extent to which the enterprises, 
which in fact behave as independent entities, are incor
porated .. 

5.51. It is easier to define the unincorporated busi
ness units which should be classed as quasi-corporate 
in the case of financial institutions than in the case of 
enterprises primarily engaged in non-financial activities. 
The enterprises included in the former sector should 
be financial intermediaries, that is their principal busi
ness should consist of incurring liabilities in the market 
in order to raise funds for lending in the market Private 
unincorporated enterprises which are financial inter
mediaries will therefore frequently be required by 
government statutes or regulations to hold, manage and 
record the liabilities and financial assets of the enter
prise separately from the other liabilities and property 
of the owners. Or, the enterprise in question will find 
it essential to follow this practice even when not com
pelled to do so, in order to win the confidence required 
to carry on the business .. All publicly owned and/or 
controlled enterprises classed as financial institutions 
should be corporations. In view of the character of 
their activities, these bodies will necessarily be incor
porated under a public law or special legislation, or 
by virtue of an executive order or administrative regu
lation. They will have been authorized to hold, control 
and manage financial assets and liabilities indepen
dently and separately from the public authorities 

5 52. The appropriate criteria for purposes of 
identifying quasi-corporate enterprises are much less 
evident in the case of non-financial enterprises .. While 
the private non-financial unincorporated units which 
are classed as quasi-corporate enterprises will have 
separate, complete profit-and-loss data and balance
sheet accounts on all the tangible and financial assets 
and liabilities of the business, this condition is often 
insufficient to indicate that the units in fact behave 
financially as if they were incorporated enterprises 
Moreover, a number of countries would not find it 
feasible to distinguish private non-financial unincor
porated enterprises which maintain complete accounts 
from other unincorporated units. Use is therefore rec
ommended of the criteria that the private non-financial 
unincorporated business should be important and large, 
as well as keep complete accounts, in order to be 
classed as a quasi-corporate enterprise when it is 
owned by resident economic agents In some countries, 
practically all these units are in fact incorporated; and 
it may not be worthwhile to search out the few private 
non-financial unincorporated enterprises which might 
be adaed. In other countries, however, a number of 
important, large private enterprises engaged in certain 
kinds of non-financial activity are often unincorporated 
though they behave like corporations 

5.53. The criterion of scale of operations is also 
useful for purposes of deciding 0n which government 
enterprises to include among the non-financial quasi
corporate enterprises, Large government enterprises, 
especially when they sell goods and services to the 
public, will liave large sums in working balances and 
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business credit, and will present special investment 
and financing problems, though they are otherwise 
financially integrated with the government proprietor. 
The large government enterprises which serve the 
public are likely to be considerably more independent 
of the parent public authorities than small or ancillary 
government enterprises.. The extent to which large 
public enterprises selling goods or non-financial services 
to the public are incorporated differs from one country 
to another; and including such unincorporated units in 
the same institutional sector as public corporations 
should improve international comparability 

Classifications 

5.54.. Corporate and quasi-corporate enterprises 
are classified into non-financial and financial businesses 
primarily in the light of their differences in role in the 
economy and in the sources and uses of funds. The 
sub-division of financial institutions into the central 
bank, other monetary institutions, insurance companies 
and pension funds and other financial institutions, is 
based on similar considerations The non-financial 
enterprises and the various financial institutions are 
classified into private and public enterprises because 
of the dissimilarities in purpose and policies, as well 
as in the controlling authority" 

Distinction between private and public enterprise.s 

5 55. The last classification is based on whether the 
ownership and/or control of an enterprise rests in the 
public authorities or private parties. The public author
ities, or private parties, are considered to be the owners 
of a given enterprise if they own all, or a majority, of 
the shares of, other forms of capital participation in, 
or equity of the unit. The criteria required in order 
to. determine who contro]s an enterprise are more 
complex Various means may be used in order effective
ly to determine all the main aspects of the management 
(policies, administration and operations) of the unit 
This may be accomplished, for example, by choosing 
the majority of the board of directors or the managing 
directors, providing the staff of the organization, or 
specifying the policies and operating practices of the 
enterprise in detail.. Because of the many forms in 
which government may exercise control over enter
prises, it is difficult to describe the means of influencing 
the management of an enterprise which, in all cases, 
indicate who effectively controls a given enterprise. 
The important consideration in determining whether 
the public authorities are in control is: do they exercise 
an effective influence in all the main aspects of man
agement; not merely such influence as is derived from 
the use of their regulatory powers of a general kind. 

Pension fund.I and other financial institutions 

5 56. Questions may arise as to which bodies should 
be classified in certain of the sub-sectors in respect 
of financial institutions 

5 57 Care is required in order to identify the 
pension schemes which are to be included among 
"Insurance companies and pension funds" These 
pension schemes should differ from other arrange
ments for ensuring income on retirement in a number 



of respects First, the pension fund is to relate to 
specific groups of employees; and is not to be part of 
a social security scheme, that is an arrangement 
ensuring income on retirement etc, 1 for large sections 
of the community which is imposed, controlled or 
financed by the public authorities Some indications of 
the fact that a pension arrangement is not part of a 
social security scheme are: the pension scheme is, 
or has been, the subject of negotiation between em
ployers and employees; the benefits and contributions 
are not similar; its reserves are managed and invested 
differently An example of the type of pension scheme 
under discussion is an arrangement for government 
employees which the public authority establishes solely 
in its role as an employer of personnel. Second, the 
pension scheme should include an independently organ
ized fund which engages in financial transactions in 
the capital market The pension scheme is to be clas
sified in the same institutional category as the employer 
to whose employees the scheme relates, when the funds 
of the scheme are not segregated from the employer's 
reserves or when the funds are clearly separated, but 
are only invested in the employer's securities. 

5 58. Countries may consider it desirable to use 
somewhat different interpretations of the circumstances 
under which government lending agencies should be 
included in the sub-sector "Other financial institutions" 
Some countries may wish to restrict the government 
lending agencies classified as financial institutions to 
those bodies which in fact obtain a significant portion 
of their funds in the market Otherwise they will be 
classed as part of general government Other countries 
may wish to cover all government lending agencies 
which have the authority to borrow funds in the 
market, under financial institutions. In order to have 
information concerning such differences in interpreta
tion, it is suggested in table 5 I that data be furnished 
in respect of any government lending institutions classi
fied under "Other financial institutions" which in fact 
have liabilities to the public authorities only 

Classification according to kind of economic activity 

559 The non-financial corporate and quasi-cor
porate enterprises and financial institutions are also 
to be classified according to their major kind of econo

. mic activity This classification has been included in 
the system for two main reasons: First, the financial 
behaviour and experience of the business enterprises 

. will, it is thought, be related with their major kind of 
economic activity. It should be noted in this connexion 

.that the sub-sectors for financial institutions already 
draw distinctions in respect of the kind of economic 
etivity of these bodies. Second, classification of data 

according to kind of economic activity in the case of 
b
1
_oth industries and their parent enterprises will provide 
Inks between the two bodies of information 

The statistical units 

I, 5. 60. In order to delineate the statistical unit or 
.'lnits to be used in the case of corporate and quasi

.tpor:ate enterprises, it is necessary to consider the 
alyttcal requirements for information on income and 

Ptlay _and capital transactions and the feasibility of 
!llploymg the transactor units desired While the most 
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suitable statistical unit for purposes of the various 
forms of analysis, or the most practicable unit for 
gathering various series of data, may differ, it is usually 
advantageous to settle on a single type of institutional 
unit for use in the main accounts and supporting tables 
on income and outlay and capital transactions Other
wise, all the data compiled in respect of these accounts 
may not be precisely comparable because of differences 
in the degree to which certain transactions will be 
netted for the transactor units of differing scope. 

5 61 For most purposes, the transactors wanted 
are those who independently direct and manage the 
receipt and disposition of income, the accumulation of 
property, and borrowing and lending This leads to 
statistical units consisting of families of incorporated 
or quasi-corporate enterprises which, as a result of ties 
of ownership, are controlled and managed by the same 
interests. Using the family of entities will also avoid 
showing formal transactions and links between the 
entities, which are not meaningful economically. The 
families may be defined as consisting of the entities, 
the majority, that is 50 per cent or more, of the equity 
(shares or other forms of capital participation) of 
each of which is owned by the same interests How
ever, it may not always be feasible to identify these 
families of enterprises, or to compile consolidated data 
on their transactions with one another in respect of 
transfers and financial claims In these circumstances 
the families of entities might be limited to those for 
which consolidated balance sheets and profit-and-loss 
statements are available The presence of consolidated 
statements is also strong evidence that much of the 
activity and portfolio of each enterprise of a family is 
in fact decided on, and managed, together. 

5 62 However, the families of entities may engage 
in very diverse kinds of economic activity. The use 
of such units in compiling data classified according to 
kind of economic activity, on the institutional sector 
of origin of factor incomes, or similar flows, wi11 sub
stantially reduce the analytical usefulness of these 
tabulations It may therefore be necessary to employ 
the institutional unit which is narrowest in scope in 
the case of' the compilations in question This is the 
legal entity in the case of incorporated enterprises, for 
example, corporation, joint stock company, co-opera
tive, limited liability partnership, or the unit for which 
complete profit-and-loss and balance-sheet data are 
available in the case of quaskorporate enterprises. 
This institutional unit may consist of a number of 
establishments (in other words, be more heterogeneous 
in respect of kind of activity than the transactors of the 
production account), but it is the unit of narrowest 
scope which receives and disburses incomes and buys 
and sells property and which always has complete 
profit-and-loss and balance-sheet accounts. It should 
be also noted that where families of entities owned by 
the same interests consist of non-financial and financial 
enterprises, it will be essential to use at least two 
statistical units in order to include each group of 
enterprises in separate institutional sectors, 

5 .63. Some countries may find it practicable to use 
the legal entity or its equivalent, but not the family 
of commonly owned entities, for purposes of gathering 
data on income and outlay and capital transactions 
Business registrations and reporting acts, the income 



tax forms and other administrative reports of the 
public authorities, may relate to individual legal enti
ties only. , And, most enterprises may keep their 
accounts and compile periodic statements on this basis 
only. In these circumstances it will be very difficult 
to delineate the families of entities which are owned 
by the same interests, and to gather data in respect of 
these families However, some individual legal entities 
may not be viable economic agents; they may have 
been established for convenience only. Despite the 
difficulties which may be involved, it will be desirable 
to deal with such legal entities as part of a family of 
commonly owned enterprise. 

GENERAL GOVERNMENT 

Scope 

5.64. The institutional sector for general govern
ment covers all departments, offices and other bodies 
which are defined to be producers of government servi
ces in paragraphs 5.24 through 5.30 above and the 
government enterprises which are not considered to 
?e quasi-~orporate units. The government enterprises 
mcluded m general government are those which are 
!ikely to hold small working balances and to be highly 
mtegrated financially with the public authorities They 
consist of ancillary departments and establishments 
mainly engaged in supplying goods and services to 
the. other u_nits of a government; and agencies mainly 
sellmg services and goods to the public, but operating 
on a small scale. Examples of the former types of 
publ!c industries are printing plants, construction, 
re~ai~ and maintenance units, central transport pools, 
bmldmg management services, munition plants and 
navy_ dockya~ds. Illustrations of the latter type of 
pubhc mdustnes are government restaurant services in 
public buildings, local small-scale bus services, inland 
water docking facilities, letting dwellings to govern
ment employees. As is pointed out in paragraph 5.58, 
son:e countries may class government lending agencies 
which have the authority to borrow in the capital mar
ket but have not exercised this authority significantly, 
as general government ( and producers of government 
services), while other countries may consider these 
agencies to be other financial institutions ( and indus
tries). 

Classification 

5.65. The institutional sector for general govern
ment is divided into the following sub-sectors in the 
light of the differing roles in an economy of the various 
organs of government: (i) central government, (ii) 
state and local government and (iii) social security 
funds. 

5.66. The sub-sector for central government or for 
state and local government may include certain ar
rangements and bodies which are not a formal part 
of these organs of general government This may be 
the case for certain pension arrangements in respect of 
government employees established by an organ of 
government solely in its role as an employer or for 
certain non-profit institutions The pension arrange
ments in question would 'not be covered by a separately 
organized pension fund; or would be covered by such 
a fund, but it would be invested in the government's 

i':1debtedness only, . The non-pr':'fit institutions in q 
tJOn would be ent,rely, or mamly, financed and · 
trolled by the public authorities. More than one org 
government may participate in financing and contro · 
such a non-profit body. The institution should then' 
classified as part of the organ of general governrn 
which furnishes the largest share of the funds a 
exercises the greatest amount of control. 

5 6 7 In order to be included in the 
"Social security funds", the arrangements which a' 
defined in paragraph 5.2 7 above should be separate!' 
organized from the other activities of the organ · 0 
general government which imposes, controls or financ·' 
the scheme. The separation should at least consist · 
distinguishing and separately recording the assets an 
liabilities of the scheme Otherwise, the social securi, 
scheme should be included in the sub-sector in whic 
the administering organ of general government 
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classified. 

The statistical units 

5.68. In the case of the income and outlay an~· 
capital finance accounts, the organs of general govern''.' 
ment, for example, the central government as a whole; 
the various state, provincial and local governments, 
and the individual social security schemes, should be 
used as transactor units This is so because the finance 
and current and capital outlays of the constituent units 
of a given. organ of general government are usually 
decided, controlled and managed m common Follow
ing this procedure will yield the data needed on gov
ernment money-raising and outlay for purposes of 
economic and social analysis, The data for these pur
poses should not be obscured by the numerous book 
transactions between units of the same organ of gov
ernment As may be seen from chapter VIII, in the 
case of certain accounts and supporting tables of the 
system, the transactions of the ~arious organs of 
general government are to be consohdated, rather '.ban 
combined, in order to portray clearly the transactwns 
between general government and the rest of an econ
omy. 

5.69 The organs of government engage in many 
differing activities, but a statistical unit whic)' is ":1'?re 
homogeneous in respect of kind of economic act1v1ty 
is not needed for use in the national accounts, The data 
of the income and outlay and capital finance accounts 
in respect of general government bodies are n_o! to be 
classified according to kind of economic activity• 

PRIVATE NON-PROFIT INSTITUTIONS SERVING 

HOUSEHOLDS 

Scope 

5.70. As for general government, the institutional 
sector for private non-profit institutions serving house
holds is defined to be broader in scope than the pro
ducers of non-profit services to households (See 
paragraphs 5.35 through 5 40 above for the definition 
of these producers.) Covered is the whole of each of 
these private non-profit institutions, including. any of 
their activities which are to be classed as an mdustry 
in the accounts on goods and services Examples. of 
activities of this type may be own_ing an~. _lettmg 
dwellings, running eating and drinkmg fac1ht1es or 



operating retail shops. (See_ l'~ragraph 5 J9 above.) 
However, if any of these actlVlties are carn~d on by a 
legal entity separated from the _parent pnvat_e non
profit institu1ion, the legal entity_ is to be classified as 
a non-financial corporate enterpnse. 

The statistical units 

5. 7 I. The private non-profit institutio~s as a ":'hole, 
that is the legal entity, is the appropnate stattstt_cal 
unit for purposes of the income and outlay and capital 
finance accounts Each legal entity generally holds and 
manages its income and outlay and investments inde
pendently. Since the range of services re?-dered by 
each legal entity is usuall,: limited, the pn".ate no_n
profit institution is also a suttabl~ un_it for the m~fostnal 
classification of data on the mst1tut10nal ongm of 
factor incomes, 

HOUSEHOLDS, INCLUDING NON-FINANCIAL PRIVAIE 

UNINCORPORATED ENTERPRISES 

Scope 

5 .. 72 The institutional sector for households in
cludes the unincorporated businesses of resident indi
viduals which are not classed as quasi-corporate 
enterprises. The owners of these units _will freque_ntly 
mingle and manage together the fina!lcrnl trans~c!i?ns 
and holdings of the business and of his 01her ac!ivitie_s. 
These ordinary partnerships or sole propnetorships will 
mainly engage in non-financial activities; and will 
generally not be important, large units which maintain 
complete profit-and-loss and bala_nc~ s_heet •~counts. 
(See paragraph 5 52 above.) As is md1cated m para
graph 5.51 above, unincorporated businesses w~ich 
primarily render financial services will m general satisfy 
the requirements for classification as quasi-corpo:ate 
enterprises. The household sector also covers neigh
bourhood and social organizations which employ the 
equivalent of less than two full-time persons. These 
clubs are included among households in the case of 
the accounts on the supply and use of goods and 
services, 

Classification 

5 73.. The combination of business and personal 
transactions in the case of owners of non-financial 
unincorporated enterprises results in marked differences 
in income and outlay and capital flows between the 
households of the owners and the rest of the population. 
~ertain patterns in respe_ct of the sources _and ~isposi
tion of income and the mvestment of savmg will also 
be characteristic of the owners of quasi-corporate 
enterprises, employees, pensioners and other retired 
individuals, etc. The financial experience and behaviour 
of operators of various types of unincorporated busi
nesses, in particular agricultural and non-agricultural 
enterprises, may also differ substantially 

5. 74. It should be of value to classify households 
into a limited number of sub-sectors which are based 
on the socio-economic characteristics of households, 
for purposes of bringing out the major pa~terns of 
tneome., outlay and investment of the populat10n. The 
number of sub-sectors must be small enough to be 
manageable in compiling the national accounts. Fur-
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ther, in order to be practicable, the classification should 
be similar in character to the socio-economic c1assifica
tions commonly used in population censuses and other 
household inquiries The recommended classification 
of households according to socio-economic status is 
therefore based on the main kind of economic activity 
and/or status of the head of the household. The status 
of the head of the household usually reflects his major 
source of income or livelihood and his role in economic 
activity; his kind of economic activity is to be determin
ed from his main type of occupational and industrial 
attachment. The head of the household is considered 
to be the individual who is generally recognized as 
such in the case of a given community, for example, 
the husband in a one-family household, the wife if 
no husband is present, the eldest head of a constituent 
family in a multi-family household. In most instances, 
the head of the household so defined will be the 
principal recipient of income in the household. The 
abbreviated socio-economic classification of households 
should also be of value for purposes of summarizing 
statistics of the distribution of income, consumption 
and wealth and linking such detailed statistics with the 
national accounts, 

5.75 The suggested abbreviated classification of the 
household sector is shown in table 5. 1 For use in 
compiling statistics on the distribution of income, 
consumption and wealth, the classification will need 
to be more detailed in character. For example, the 
heads of households who are owners of unincorporated 
or quasi-corporate enterprises should perhaps ·be classi
fied according to a number of categories of kind of 
economic activity. The suggested sub-division of own
ers into employers and workers on own account may 

• not furnish an adequate analysis in respect of the size 
of their business. It may be desirable to separate the 
proprietors of the enterprises into owners of quasi
corporate enterprises and owners of unincorporated 
enterprises and to classify the latter group in some 
detail. The category of employees should probably be 
classified according to the main types of occupational 
and industrial attachment for purposes of the detailed 
statistics of the distribution of income and wealth. It 
may also be useful to distinguish employees who are 
owners of small incorporated enterprises from other 
employees. The detailed socio-economic classification 
required for statistics of the distribution of income and 
wealth has not yet been worked out. Since it, and the 
socio-economic classification of the national accounts, 
should fit together, the classification set out in table 
5.1 is tentative .. 

5. 76 .. The category "Households headed by owners 
of unincorporated or quasi-corporate enterprises" will 
not encompass all of the private unincorporated busi
nesses which are included in the household sector. 
Some of these businesses may be owned by members of 
households who are not heads of the household, or 
the main status of some heads of households who own 
an unincorporated enterprise may be represented by 
another economic role. In any case, all unincorporated 
enterprises which are included in the household sector 
are to be classified according to the major kind of 
economic activity of the enterprises when compiling 
data on the institutional sectors of origin of factor 
incomes, 



The ltati<tica/ units 

5. 77. For purposes of classifying households ac
cording to the socio-economic status of the head of 
the household, units of observation and classification 
are wanted which encompass the individuals who live 
together and who pool and dispose of their income and 
saving more or less collectively. The housekeeping 
concept of the household, which is frequently used in 
censuses of population and other demographic and 
household inquiries, furnishes a suitable statistical unit 
from this point of view. The use of the housekeeping 
concept in national accounting will also make it feasible 
to use data gathered in population censuses and surveys. 

5. 78. The housekeeping concept of the household 
includes (i) one-person households, that is a person 
who makes provision for his own food or other 
essentials for living without combining with any other 
person to form part of a multi-person household; and 
(ii) multi-person households, that is a group of two 
or more persons who occupy the whole or part of one 
housing unit and make common provision for food or 
other essentials of living The degree to which the 
persons in the group pool their income and outlay 
may vary .. They may be related or unrelated persons 

5. 79. The statistical unit to be used in the case 
of persons not living in households also needs to be 
defined These persons consist of inmates of institu
tions such as homes for the aged, poor or orphans, 
asylums, prisons, that is groups of persons living 
together who usually share their meals, are bound by 
a common objective, and generally are ruled by an 
authority outside the group The staff of these institu
tions is not included among the persons not living in 
households .. The statistical unit in respect of inmates 
of institutions might consist of the single individual or 
the conjugal family (for example, husband and wife) 
living together in an institution. 

5. 80 In some socio-economic situations, a more 
restricted definition of the household than the house-

keeping concept is likely to _be desirable and pr_acticaJ 
ble. This concept is the fam!ll' h?u~ehold I,:i t~1~ case ; 
the multi-person household rs hmHed to mdivrduals .. , 
related by blood, marriage or adop_tion who satisfy the 
other conditions of the housekeepmg concept. In the 
case of some countries the use of the family or the 
housekeeping concept will result i,:i delineating _the 
same unit in most instances, \1/here, m these countnes, 
the use of the two concepts results in. differing units, 
the individuals making up housekeepr_ng households 
are likely to pool their incomes to a mmor extent 

5.81. Besides the household, the individual is. the 
desirable statistical unit for certain purposes This is 
the case for the classification according to kind of 
economic activity, of the unincorporated enterpris:s· 
which are included in the household se~tor -r:h1s 
classification should be based on the predommant kind 
of activity of all these businesses which are owne:I by the 
same person, or persons. Employing the propnetor, ~r 
proprietors, of the businesses a~ the s_tat1St1cal umt 
should result in groups of enterpnses ".'h1ch are som~
what less heterogeneous in respect of kmd of ec_onom1c 
activity than if the group of enterpnses which are 
owned by the members of each househ?ld we:e _to be 
used. The individual is also the appropnate umt m the 
case of inquiries into the character of, and the factors 
underlying, the distributions of employee compensa
tion, entrepreneurial income or proper()'. mcom_e I_n _such 
studies the subject of major interest IS the 1nd!v1dual 
stream of income and the attributes of the md1v1d?al 
income earner, or the property. he holds, with which 
differences in the given type of mcome are correlated 

The industrial and purpose classifications 
for transactors 

5 82 The schemes for the classification of !he 
appropriate classes of transact~rs accordmg to kmd 
of economic activity and accordmg to purpose are set 
out in the tables below Table 5 .2 exhibits the scheme 

Table 5.2. Classification according to kind of economic activity 11 

Divi•• 
sio11 

Major 
group TIile of cotcyory 

Major divi'sion Agricuflllre, hunting, forestry and fishing 

II 

12 

13 

21 
22 
23 
29 

31 

Agriculture and hunting 
11 l Agricultural and livestock industries 
1 l 2 Agricultural services 
113 Hunting, trapping and game propagation 

Forestry and Jogging 
121 Forestry 
122 Logging 
130 Fishing 

Major division 2 Mining and quarrying 

210 Coal mining 
220 Crude petroleum and natural gas production 
230 Metal ore mining 
290 Other mining 

Major division J Manufauuring 

Manufacture of food, beverages and tobacco 
31 l- Food manufacturing 
312 
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Divi• 
sio,1 

32 

33 

Major 
gro11P Title of rnl({JOl"Y 

Major divt~io11 3 Manufacturing (continued) 

313 
314 

321 
322 

323 

324 

331 

332 

Beverage industries 
Tobacco manufactures 
Textile, wearing apparel anti leather indus¥ 

tries 
Manufacture of textiles 
Manufacture of wearing apparel, except 

footwear 
Manufacture of leather and products of 

leather, leather substitutes and fur, except 
footwear and wearing apparel · . 

Manufncture of footwear, except vulcamz:etl 
or moulded rubber or plastic footwear 

Manufacture of wood and wood products, 
including furniture 

Manufacture of wood and wood and cork 
products, except furniture 

Manufacture of furniture and fixtures, ex" 
cept primarily of metal 



Table 5.2. Classification according to kind of economic activity 11 (continued) 

Divi 
siou 

34 

35 

36 

37 

38 

39 

41 
42 

50 

61 
62 
63 

Major 
group Tille of calr[lory 

Major division 3 Manufact11rir1g (continued) 

Manufacture of paper and paper products, 
printing and publishing 

341 Manufacture of paper and paper products 
342 Printing, publishing and allied industries 

Manufacture of chemicals and chemical, 
petroleum, coal, rubber and plastic 
products 

351 Manufacture of industrial chemicals 
352 Manufacture of other chemical products 
353 Petroleum refineries 
354 Manufacture of miscellaneous products of 

petroleum and coal 
355 Manufacture of rubber products 
356 Manufacture of plastic products not else-

where classified 
Manufacture of non-metallic mineral pro

ducts, except products of petroleum and 
coal 

361 Manufacture of potlery, china and earthen-
ware 

362 Manufacture of glass and glass producli; 
369 Manufacture of other non-metallic mineral 

products 
Basic metal industries 

3 7 I Iron and steel basic industries 
3 72 Non-ferrous metal basic industries 

Manufacture of fabricated metal products, 
machinery and equipment 

381 Manufacture of fabricated metal products, 
except machinery and equipment 

382 Manufacture of machinery except electrical 
383 Manufacture of electrical machinery, appa-

ratus, appliances and supplies 
384 Manufacture of transport equipment 
385 Manufacture of professional and scientific 

and measuring and contr611ing equipment 
not elsewhere classified, and of photo
graphic and optical goods 

390 Other manufacturing industries 

Major division 4 Electricity, gas and water 

410 Electricity, gas and steam 
420 Water works and supply 

Major divi-sion 5 Construction 

500 Construction 

Major division 6 Wholesale and retail trade and 
restaurants and hotels 

610 Wholesale trade 
620 Retail trade 

Restaurants and hotels 
631 Restaurants, cafes and other eating and 

drinking places 
632 Hotels, rooming houses, camps and other 

lodging places 

11 The major divisions, divisions and major groups, and the 
code number and title of each category, excepting the cateM 
gories listed in the other footnotes to this table, are from the 
lnlernational Standard Industrial Classification of All Economic 
Activily (ISIC), Series M, No. 4, Rev 2, United Nations, 
New York, 1968, The composition of each of the categories 
is defined in that publication" 

Divi· 
siou 

Mojor 
groi,p Tith of rntcgory 

Major division 7. Transport, storage and communication 

71 

72 

81 
82 
83 

91 

92 
93 

94 

95 

96 

Transport and storage 
711 Land transport 
712 Water transport 
713 Air transport 
719 Services allied to transport 
720 Communication 

Major division 8 Fina11ci11g, insurance, real estate 
and business services 

810 Financial institutions 
820 Insurance 

Real estate and business services 
831 Real estate 
831 * Owner-occupied dwellings ll 
832 Business services except machinery and 

equipment rental and leasing 
833 Machinery and equipment rental and leasing 

Major division 9 Community, social and 
personal serl"ices 

910 Public administration and defence e 

1 General public services 
2 Defence 
3 General administration, economic policies 

and services 
4 General administration, health policies and 

services 
5 Administration, social security and assis~ 

lance 
6 Administration, housing and community de-

velopment policies and services 
920 Sanitary and similar services 

Social and related community services 
931 Education services 
932 Research and scientific institutes 
933 Medical, dental, other health and veterinary 

services 
934 Welfare institutions 
935 Business, professional and labour asso-

ciations 
939 Other social and related community services 

Recreational and cultural services 
941 Motion picture and other entertainment 

services 
942 Libraries, museums, botanical and zoow 

logical gardens, and other cultural services 
not elsewhere classified 

949 Amusement and recreational services not 
elsewhere classified 

Personal and household services 
951 Repair services not elsewhere classified 
952 Laundries, laundry services, and cleaning 

and dyeing plants 
953 Domestic services 
959 Miscellaneous personal services 
960 International and other extra-territorial 

bodies 

b The category for the activity of owner-occupied dwellings 
does not exist in the ISIC 
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c The categories shown as sub-divisions of public adminis
tration and defence do not occur in the ISIC These categories 
are defined in table 5. 3, 



for the classification of establishment-type and institu
tional-type statistical units according to kind of 
economic activity. Table 5.3 gives the schemes for 
classifying the producers of government services ac
cording to the purpose which the activities of these 
bodies serve. Table 54 sets out a similar scheme in 
the case of the producers of private non-profit services 
to households. These . schemes of classifications are 
discussed in turn in the text which follows. 

Cr ASSIFICA T!ON ACCORDING TO KIND 

OF ECONOMIC ACTIVITY 

5 8.3 The scheme presented in table 5 .2 is designed 
to be used in the industrial classification of the estab
lish':'ent-type units of the accounts on goods and 
services and of the institutional-type units of the other 
accounts of the system All levels of the classification 
scheme - the major divisions, divisions and major 
groups - m_ay be used to classify establishment-type 
umts accordmg to kind of economic activity. Because 
the kinds of activity carried on by enterprise-type units 
will often be more heterogeneous, the first two levels 
of th_e dassificatio~ only wiU be useful for purposes of 
class1fymg mst1tut10nal umts according to kind of 
economic activity. When compiling industrial classifi
cations of certain series of data of the national accounts 
it may be desirable, or necessary, to reduce the detaii 
of classific~ti~n by combining selected major groups, 
or even d1v1s10ns, of the recommended classification 
scheme. For example, in compiling detailed data in 
respect ~f the outputs and inputs of industries, it may 
?e sufficient, and necessary, to use the divisions only 
m the case of transport and communication and the 
major divisions only in the case of business, communi
ty and other services. Or, in the industrial classification 
?f data ~n the institutional sector of origin of factor 
mcomes, 11 may be appropriate to restrict the classifica
tion of these services to major divisions only. 

5.84 The scheme of industrial classification in 
table 5 2 is from the latest version of the International 
Standard Industrial Classification of all Economic 
Acti~ities (IS!<;) The scheme consists of the major 
dIV1s10ns, d1v1s10ns and major groups of the !SIC 
excep_t for the category relating to owner-occupied 
dwellmgs and the sub-divisions of "Public administra
tion and defence". The ownership and own-account 
occupancy of dwellings is considered to be a kind of 
economic activity in the national accounts but not 
in the !SIC While the division "Public administration 
and defence" is not sub-divided in the !SIC it must 
be sub-divided in the scheme for the national' accounts 
so .t~at data classified according to the major kind of 
act1v1ty of _producers of government services may be 
transpose_d .,~to data classified according to the purpose 
these actlv1tles serve 

5. 85. The recommendation that the scheme set out 
in table 5.2 be used to classify institutional-type units 
is much more tentative than the recommendation that 
it be used to ~lassify establishment-type units. A great 
deal of expenence has been accumulated nationally 
and internati'?nally, in the use of the !SIC, ~r compara
ble s~hemes, m the case of establishment-type units, but 
not m the case of enterprise-type units. A number of 
national experiments are required on the use of the 
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divisions of the !SIC, or a comparable level of classifi
cation of similar schemes, in classifying enterprise
type units, before a positive recommendation can be 
made in this respect More information is also needed 
concerning the characteristic combinations of kind of 
activities found among the establishments of the same 
enterprises. 

CLASSIFJCAIIONS ACCORDING TO PURPOSE 

Use of the classifications 

5 .86. The classification of the purposes of govern
ment set out in table 5 .3 is designed to be used in 
classifying various types of outlays in this respect, 
for example, the final consumption expenditure and 
capital formation of the producers of government 
services and the loans of the organs of general govern
ment. The scheme in table 5.4 may be put to similar 
uses in the case of private non-profit bodies rendering 
services to households 

5. 87. As paragraph 5. 34 indicates, the statistical 
unit to which the purpose classification can be applied 
may, m the case of government bodies, differ from one 
category of transactions to another. For example, the 
bureau may be the most homogeneous unit in respect 
of type of purpose served that it is feasible to use in 
the case of data on the final consumption expenditure 
of the producers of government services But in the 
case of the transfers or loans of organs of general 
government, it will be practicable to use the individual 
transaction as the unit of observation and classifica
tion .. However, for the comparison and joint analysis 
of various kinds of outlays according to the purposes 
served, it seems advantageous to employ a common sta
tistical unit The establishment-type unit for producers 
of government services that is suggested in paragraph 
5. 31 above is probably the most suitable common 
statistical unit that it is practicable to use 

5 .88 The unit of observation and classification 
which can be used in compiling data on the purpose 
served by the various outlays of private non-profit 
bodies serving households, will also differ from one 
type of outlay to another. However, the classification 
of the outlays according to purpose will probably not 
change significantly as the units of classification are 
narrowed, in view of the high degree o[ homogeneity 
of the private non-profit institutions in respect of their 
objectives. The establishment-type unit suggested for 
producers of private non-profit services in paragraph 
54 I above might therefore be used in the purpose 
classification of all types of outlays of the private non
profit bodies. 

Characteristics of the classifications 

5.89. The schemes of classification under discussion 
have been aligned with the related categories of the 
industrial classification so that data classified according 
to kind of economic activity may be converted into data 
classified according to purpose This has been accom
plished by introducing categories of cross-classification 
according to kind of economic activity and purpose in 
each kind of classification scheme. 

5.90. In the case of government, the summary 
categories of the purpose classification can be derived 



from the major groups of the industrial classification 
This is not always possible for the detailed categories 
of the purpose classification Some of these categories 
( e g., "8 .2 Agriculture, forestry, fishing and hunting" 
or "8..3 Mining, manufacturing and construction" of 
table 5 J) do not coincide with the related major 
groups of the industrial classification In order to bring 
about such correspondence, it would at least be neces
sary to add to the categories in the industrial classifi
cation which consist of cross-classifications of purpose 
and kind of economic activity If one-to-one corre
spondence between the detailed categories of the 
purpose classification and the industrial classification 
were sought, it would also be essential to rncrease the 
number of such categories at the detailed level of the 

purpose classification The addition of these detailed 
categories of cross-classification to the industrial and 
purpose classifications might result in schemes of 
classification which are too complicated for use inter
nationally. 

5 91 In the case of the private non-profit bodies 
serving households, the categories of the purpose clas
sification coincide with the related categories of the 
industrial classification In some instances the divisions 
of the latter scheme correspond to the categories of 
the purpose classification; in other instances, this is 
the case for the major groups of the industrial classifi
cation. It has been relatively easy to reach coincidence 
between categories of the two schemes of classification 
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Table 5.3. Classification of the purposes of government 

1. Ge11eral public services 

1.l Ge11eral administration 
Organs of government; financial affairs and fiscal ad~ 
ministration; offices serving a government as a whole 
such as planning services, statistical offices and per~ 
sonnet administration; general services such as pur~ 
chasing and operation of government buildings; and 
other aspects of general administration not included 
elsewhere. Orgnns of government include the legis~ 
)alive bodies and chief executive organs of al! levels 
of government, their staff and library, research and 
other facilities and personnel; and audit organizations, 
permanent or ad hoc commissions, and similnr agen~ 
cies acting on behalf of these bodies Financial affairs 
and fiscal administrations consist of such tasks as 
collecting taxes, raising public money, managing the 
public debt and controlling the disbmsement of public 
funds. The typical agencies concerned are the treasury 
or ministry of finance, the budget office, and the 
internal revenue and customs authorities Gene'ral 
services such as printing, the operation of government 
buildings, central motor vehicle pools, or the proyi~ 
sion of repair and maintenance services, are included 
when it is not practical to segregate these activities 
into ancillary government enterprises 

1.2 External affairs 
Covers the expenditure of agencies charged primarily 
with the formulation and execution of foreign policy 
and the handling of foreign relations; and all outlays 
on foreign economic aid and contributions to inter~ 
national bodies other than military alliances and 
organizations Broadly speaking, included are the ex~ 
penditure of all agencies located abroad except mili~ 
tary units; outlays on broadcasting services and other 
means of information directed to foreign countries, 
as well as libraries and other cultural activities con~ 
ducted abroad; all grants and loans in kind or cash 
for economic aid to foreign countries and outlays on 
technical assistance and the administration of foreign 
economic aid; and all contributions in cash or kind to 
international civilian organizations and programmes 

1 3 Public order and safety 

Administration and research connected with the main~ 
tenance of internal order; law courts; police; fire pro
tection; prisons and other places of detention and 
correction. Covers all outlays on law courts and the 
judicial system, including general legal tribunals and 
related organizations in charge of parole and proba
tion activities and the registration of legal titles to 
property; transfer payments for legal aid to house
holds and private non~profit institutions; expenditure on 
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police activities including traffic control; expenditure for 
the operation, upkeep and new construction of prisons 
and other places of detention and correction, such as 
criminal asylums, reformatories and reform schools 

t .4 General reuarch n 

Institutions and organizations engaged in basic and 
general research; and the promotion of such research 
and general scientific knowledge and endeavours. 
Covers all expenditures on, and grants for, basic and 
general research and scientific endeavours in the 
biological, physical or social sciences which are not 
linked to the provision or promotion of any particular 
kind of service or activity 

2 Defence 
Central administration and outlays on research in con
nexion with activities carried on for defence purposes; 
expenditure on military and civil defence; and foreign 
military aid and contributions to international military 
organizations and alliances Covers all expenditure, whether 
by defence or other departments, on recruiting, training, 
equipping, moving, feeding, clothing and housing members 
of the armed forces, and on medical care and other 
services for them Also included are outlays on military 
construction and equipment, inspection, transport and 
storage; capital expenditure for the provision of quarters 
to families of military personnel; outlays on military 
schools; expenditure for purposes of strengthening the 
public services to meet war-time emergencies, training civil 
defence personnel and acquiring materials and equipment 
for these purposes 

3 Education 
3 l General administrntio11, regulation t.md research h 

Administration of ministries or central departments 
of education; general regulation and promotion of 
school systems, institutions of higher learning anci 
adult and other educational activities; expenditure on 
research into objectives, organization, administration 
and methodology of all types of education 

3 2 Scltooh, unfrersiries and other educutional facilities 11 

Provision, management, inspection and support of 
primary and secondary schools, colleges and univer
sities, technical training institutions, schools for the 
deaf, blind and dumb of a non-custodial character 
and adult education facilities; scholarships; and loans 
and similar grants to individuals for educational and 
training purposes 

3-3. Subsidiary services 1: 

Transportation of school children, school meals, 

Table 5 3 continues 



Table 5.3. Classification of the purposes of government (continuecl) 

3. Education (continued) 
3 3 Subsidiary services '-'(continued) 

medical and dental services furnished in schools, and 
other ancillary services designed lo promote and 
facilitate school attendance 

4 Health 
4 1 General administration, regulation and research h 

Ministries of health and similar government depart
ments; regulation of standards in respect of hospitals, 
medical and dental clinics, doctors, dentists, nurses 
and mid~wives, health and sanitation; administration 
of national health schemes and medical insurance 
schemes; expenditure on, and grants for medical, dental 
and health research; and registration of information 
on vital events, collection of statistics on infectious 
diseases, and the like 

4.2, Hospitals and clinics c 

Hospitals and similar institutions, including insane 
asylums and care of mentally defective; expenditure 
on medical and dental clinics and similar centres; and 
the outlays in respect of hospital and clinical care, 
of national health and medical insurance schemes 

4 .3 Individual health services 
Medical, dental and mid-wifery services except in 
hospitals and clinics; provision of drugs and ap· 
pliances; immunization, vaccination and similar field 
programmes; and outlays in respect of the services 
of individual doctors, dentists, etc and drugs and appJi• 
ances of national health and medical insurance schemes, 

5 Social security and welfare services 
5, I Social security and asshtarrce 

Administration of payments and funds for unemploy
ment benefits, old•age pensions, accident, injury, sick
ness and other benefits to compensate foi' loss of 
income; family, guardians' and widows' allowances; 
public relief, war veterans' benefits arid the like, 

5.2, Welfare serrices1: 
Child welfare services and institutions; homes for, 
and care of, the aged, disabled, blind, etc; family 
welfare agencies and services; and other special wel• 
fare institutions and organizations 

6 Housing and commw1ity amenities 
6 L Homing 

Administration, regulation of standards, and promo
tion of activities and facilities in respect of housing; 
research, subsidies and capital expenditure in con
nexion with housing Includes expenditure for provi
sion, assistance or support of housing and related 
slum clearance activities; and management expenses 
of government departments engaged in mortgage 
financing of residential buildings, the liabilities of 
which are solely to the government 

6.2 Community development 
Agencies engaged in town and country planning and 
the promotion and assistance of these activities; 
administration, promotion and subsidizing of urban 
and rural renewal and community facilities; and re• 
search in connexion with community development 

63, Sanitary services 
Facilities and services in respect of the collection and 
disposal of garbage and refuse, sewerage and opera• 
tion of drainnge systems, slreet cleaning and other 
sanitary services; regulations in respect of smoke, 
disinfection, disposal of refuse, etc; public baths and 

comfort stations; and other sanitary activities not 
elsewhere classified 

7 Other community and social services 
7.1, Recreational and related cultural rervices c, cl 

Provision and upkeep of facilities such as parks, 
playgrounds, athletic fields, beaches, swimmihg pools, 
camps, hostels and other lodging places which are not 
operated on a commercial basis; botanical and zoo• 
logical gardens; libraries, museums and like institu
tions; theatres, orchestras and art groups Includes 
support payments to non•profit institutions engaged in 
recreational and cultural services 

7.2 Religion and serl'ices n e c. 
Expenditure for religious purposes and contributions 
to religious organizations; contributions to fraternal 
civic, youth and social organizations 

8 Economic services 
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8 1 General administration, regulation and research 
Ministries and central departments concerned with the 
general administration of economic, commercial and 
labour affairs; general regulation and registration of 
businesses; technological, engineering, market and 
similar research not allocable to specific kinds of 
industry Included are price and wage control agen
cies; labour conciliation services and arbitration 
boards; employment exchanges; factory inspection and 
the regulation of working conditions; agencies charged 
with regulating weights and measures; and general 
meteorologic.al and map-making services, Expendi
tures on regulation, promotion and research linked 
to specific kinds of industry are classified in the 
pertinent category below. 

8 2 Agrirnlture, forestry, fishing and hunting 
Advisory services, conservation, assistance and invest
ment for the development and effective use of the 
soil, forests, livestock, fishing resources, and wild•life 
of a country Includes outlays in respect of veterinary 
services and agricultural extension services; irrigation 
and drainage of lands; reclamation of waste lands 
and land settlement; reforestation, forest fire pre
vention, propa'gation and protection of fish and wild
life; subsidies to farmers and agricultural price sup
port schemes which are not organized and operated 
as. public enterprises 

8 3 Mining, manufacturing a11d comtruction 
Promotion, regulation, research, investment grants, 
subsidies and other assistance in connexion with the 
development and extraction of coal, petroleum and 
other natural resources; manufacturing; the building 
and construction industry Also included are geo• 
logical and prospecting surveys 

8.4 Electricity, gas, .rteam and water 
Promotion, regulation, research, investment grants, 
subsidies and other assistance in connexion with the 
production, transmission and distribution of electri
city, gas, steam, heat and power; and the conservation, 
collection, purification and distribution of water 

8.5 Roads 
Administration, research, investment and other out
lays in respect of the promotion, provision, upkeep 
and lighting of highways, roads, bridges and tunnels, 
carparks, etc Bridges, tunnels, carparks and high• 
ways for which tolls are charged will usually be 
excluded .. 

8.6 Inland and c.ou\tal wuterway\· 
Administration, research, investment and other out-



Table 5.30 Classification of the purposes o[ government (continued) 

8 Economic servi'ces (continued) 
8,6 Irtland and coastal waterways (continued) 

lays for promoting, providing for, and maintaining 
facilities for navigation on inland and coastal waters; 
and the regulation of the use of these facilities. 
Includes expenditure for dredging of canals, rivers and 
lakes; lighthouse operation buoys and other navigaM 
tional aids; construction of new canals; construction, 
maintenance and operation of dock, harbour and port 
facilities; and for coastal protection Excluded are 
facilities such as canals, harbours and ports which 
are organized and operated so that they may be 
considered public enterprises Investments, other grants 
and assistance to these facilities are however included 

8. 7. Other transportation and commtmication 
Promotion, regulation, research, investment grants, 
subsidies and other assistance in respect o[ railways, 

11 In addition, it is desirable to furnish data o[ total outlays 
on all the research and scientific endeavours, i e., on the 
activities, services and promotional schemes of this type in
cluded under other categories of the c!assification us well as 
in category 1.4 

b Some outlays on educational or health research of a more 
detailed character will be classified under categories 3 2 or 4.2, 
respective} y. 

c It is desirable to compile separate data on the outlays and 

road transport, water transport, air transport and 
communication 

8 8 Other economic services 
Promotion, regulation, research, investment grants, 
subsidies and other assistance in respect o[ commerce, 
including storage and warehousing, and other ecoM 
nomic activities, n e c Includes multi•purpose flood
control, irrigation, electric•power and navigation 
projects 

9 Other purpose<; 

9 I Pub/ic•debr tra11sactio11s. 

9 2 Trans/as of a general character to orher government 
argam 

9 .3 Outlays in co11nexion with dirn~·ters and other 
calamities, 

9.4 Outlays II e c 

receipts of these bodies for food, beverages and tobacco, 
clothing and medicines and pharmaceuticals for individual use 

11 Where educational institutions provide board and lodging, 
or museums, theatres, etc have eating and drinking facilities, 
which it is not desirable to set off into distinct statistical units, 
supplementary data should be compiled on the outlays and 
receipts for food, beverages and shelter included in the total 
outlays and receipts of the bodies 

Table 5.4, Classification of the purposes of private non-profit bodies serving households 

1. Research and scientific institutes 
Institutions and organizations engaged in basic and general 
research in the biological, medical, psychological and the 
related physical sciences; and in the social sciences, history 
and the humanities lnch.ided also are organizations engaged 
in promoting, financing and otherwise assisting such research 

2 Education " 
Universities and colleges; primary and secondary schools; 
technical, vocational, arts and crafts schools; dramatic, 
music, dancing and other art schools; blind and deaf 
schools Included in addition are institutions and organiza• 
tior;is engaged in research into the objectives, organization, 
administration and methodology of all kinds of education; 
providing scholarships, fellowships and other stipends for 
educational and training purposes; and making grants in 
support of educational research, activities and facilities 

3 Medical and other heaflh services h 

Medical, surgical, dental and other health services and 
individual care; immunization, vai;cination find similar 
public health programmes; research into medical and dental 
techniques and technology; promoting and assisting the 
development and provision of medical, dental and other 
health facilities, services and research. Included in the 
health services and care are hospitals, sanatoria and nursing 
homes; institutions for the care of the mentally ill or 
defective; medical, mental health, maternity and dental 
clinics; individual medical, nursing, midMwifery and dental 
care 

n Where educational institutions provide board and lodging, 
$Ocial and sports dubs have restaurants, bars and lodging 
facilities, or museums having eating facilities etc , which it is 
not desirable \o cover in separate statistical units, supple~ 
mentary data should be compiled on the outlays and receipts 
for food and beverages and shelter included in the total outlays 
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4 Welfare services I> 

Child welfare services and institutions; homes for, and care 
of, aged, disabled, blind, etc; family welfare agencies and 
services; shelters; travellers' aid and legal aid societies; 
Red Cross and similar organizations; agencies for the colM 
lection and allocation of contributions for charity and 
other welfare services 

5 Recreational and related cultural iervices u 

Dramatic, opera, concert and similar companies and organi
zations; libraries, museums and like institutions; botanical 
and zoological gardens; parks, playgrounds, swimming 
pools, gymnasiums, sports clubs, camps and hostels which 
are not operated on a commercial basis 

6 Religious organizalions 
Churches and other religious organizations and associations 

7 Professional and labour organizations and civic assow 
ciations n 

Trade unions, professional societies and similar organiza~ 
tions; social clubs and fraternal societies; civic associations; 
political organizations and associations 

8 Mfacella11eour purposes 
Nonwprofit organizations and institutions serving houseM 
holds, the activities and purposes of which are so diverse 
and scattered that they do not fall into one of the above 
categories 

and receipts of the institutions 

11 It is desirable to compile supplementary data on the 
expenditure and receipts of these bodies in respect of food, 
beverages and tobacco, clothing. and medicines and pharma
ceuticals for individual use. 



because of the high degree of correspondence between 
the kind elf activity and the aim of the private non
profit bodies. 

5.92. Similar categories of each of the purpose 
classifications are defined so that data grouped ac
cording to these categories may be combined into the 
total consumption expenditure, capital formation, etc 
of the government and private non-profit bodies on 
education, health, recreational and cultural services 
and so on. The related categories of each of the purpose 
classifications and the object classification of house
holds' goods and services, which is set out in table 6. I, 
are also aligned, one with the other. The categories of 
these schemes relating to such objectiyes as health, 
education, recreation and cultural services, or housing 
are defined so that data may be compiled on the total 
consumption of the population for these purposes, 
irrespective of the class of economic agents who make 
the outlays. This alignment of the relevant categories 
of the three schemes of classification also lays the 
basis for analysing the sources of finance of the con
sumption expenditure for these purposes 

5 .93. Since outlays are classified according to 
objective in the three classifications under discussion, 
expenditure in respect of care in hospitals, old-age 
homes and the like, will cover the value of the food, 
beverages, tobacco, medicines and clothing consumed 
there In order to allow for the compilation of the 
total value of the consumption of these items by a 
population, it is suggested in tables 5. 3 and 5.4, and 
also in table 6 I, that supplementary figures be fur
nished on the value of the food, medicines, etc. included 
in the data concerning the consumption expenditure on 
the aforementioned types of care. For the same pur
pose, it is also proposed in these tables that similar 
supplementary series of data be compiled on consump
tion expenditure, and receipts, in respect of education, 
recreation and cultural facilities where these flows 
include expenditure on food, drink or lodging. It will 
be recalled that it is not recommended that the board
ing and lodging activities of educational institutions, or 
the eating and drinking facilities of museums, social 
clubs or theatres, should be segregated from the main 
activities of these bodies where the scale of the com
mercial activities is small .. 

5 .94. The classification of the purposes of govern
ment systematically distinguishes between the objectives 
of (i) serving the community as a whole, for example, 
general public services, community development, 
sanitary services, (ii) furnishing services to households, 
for example, education, health, housing and (iii) pro
moting and assisting economic activity. In the case of 
the categories of the scheme relating to services to 
households, an effort has been made to distinguish be
tween services usually rendered on an individual basis 
and services customarily furnished collectively The 
drawing of this distinction should be of value in 
compiling data on the total coqsumption of the 
population The points of overlap between the classifi
cations of the purposes of government and of private 
non-profit bodies and the classification of the object 
of households'. goods and services of course occur in 
the case of the categories concerning the serving house
holds on!Y, The categories for the government objective 
of promoting economic activity distinguish, to the 

extent it is feasible, between' the classes of 
which are promoted, assisted or regulated. 

The resident economic agents 

5.95. This part of the chapter is devoted t? defining 
the concept of resident economic agents that is used in 
the system. The accounts of the system for a given 
country all relate to the transactions. of the same 
resident agents - industries and enterpnses, producers 
of government services and organs of general govern
ment, producers of private non-profit services to house
holds and the parent institutions, and households. 

5 .. 96. The accounts in respect of the production of 
goods and services cover the transactions, for example, 
gross output, intermediate cons1:1mption, yalue added, 
of all resident producers, that is mdustnes, the pro
ducers of government services and of pr~vate n~:m
profit se/vices to households, and domestic service, 
only. Resident producers are defined so th~t all,. and 
solely, production taking place on the domestic ternt?ry 
of the given country is encompassed. The produ':ti?n 
accounts of the system therefore relate to the ac11vity 
of resident producers, and not to the return to resident 
factors of production. In other words, the concept of 
domestic production is used. 

5 97. The accounts on the disposition of goods and 
services also concern the transactions of resident econo
mic agents. The final consumption expenditure accounts 
cover the outlays in this respect of resident households, 
producers of private non-profit services to households, 
and producers of government services Use is also m~de 
in the system of a concept of the_ final consumpti'?n 
expenditure of resident and non-resident ho_usehol?s m 
the domestic market, that is on the domestic terntO(Y, 
of a country. The capital formation accounts deal "'.ith 
the activities of resident producers only Fixed capital 
formation consists of the acquisition of fixed assets by 
resident industries and the producers of government 
services and of private non-profit services to house
holds; and occurs on the domestic territory o~ the 
given country only. The increase in stocks of resi~ent 
industries and of the producers of government s_ervices 
are defined so as to be consistent in scope with the 
definition of imports and exports. If imports and ex
ports of goods are recorded as of the time the goods 
cross the customs and free-zone frontiers of a country, 
changes in stocks occur on the domestic. territory of 
the country only. This is not the case if imports and 
exports of goods are recorded as of the time the 
ownership of the goods passes. 

5 98 Resident economic agents receive compensa
tion as employees and income fro':' . pr<;perty and 
entrepreneurship as a result of parhcipat1on m the 
production of the given country and m the productmn 
of the rest of the world Some of the incomes accruing 
from the production of the country in question are 
also paid to non-resident economic _agents Thus the 
incomes accruing to resident econom1c ag~nts for con
tributing to production differ from the mcomes ac
cruing from domestic production 
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5 99 The incomes of the resident economic agents 
of a given country from employment and the owner
ship of property and enterprises in the country and 



abroad are recorded on the income and outlay accounts 
of the country. Also dealt with in these accounts are 
the disbursement by resident economic agents of their 
shares in the income from production and their receipt 
and disbursement of non-contractual (unrequited) 
transfers As is indicated earlier in this chapter, the 
transactor units in respect of resident economic agents, 
including producers, which are used in the income 
and outlay accounts, are essentially institutional units, 
that is corporate and quasi-corporate enterprises, 
organs oE general government, private non-profit insti
tutions, and households. The capital transactions, for 
example, gross capital formation, saving, net acquisi
tion of financial assets and liabilities, oE the identical 
resident economic agents are recorded in the capital 
finance accounts of the system 

INDUSTRIES AND ENTERPRISES 

The domestic territory 

5.100. Resident industries, corporate and quasi
corporate enterprises and similar producers are units 
which are engaged in production, and in transactions 
in land, on the domestic territory oE a given country. 
The domestic territory of a country is defined to exclude 
the overseas territories and possessions and to include, 
in addition to the territory lying within its political 
frontiers, (i) ships and aircraft which resident enter
prises of the country run entirely, or primarily, between 
two or more countries, (ii) fishing fleets, vessels and 
floating platforms which residents of the country 
operate wholly, or mainly, in international waters and 
(iii) fishing vessels, oil and natural gas rigs, and 
platforms engaged in extraction in areas in which the 
country has the exclusive rights oE exploitation by virtue 
of international agreements or pronouncements. The 
political frontiers of a maritime country include her 
territorial seas A maritime country may be recognized, 
or claim, to have exclusive fishing or other rights of 
exploitation ( in other words, jurisdiction in respect oE 
these rights) in international waters beyond her terri
torial seas The extent of the territorial seas of a 
maritime country and the further area over which the 
country is recognized, or claims, to have exclusive 
rights of fishing or other forms oE exploitation, may 
vary from one country to another Ships and aircraft 
operated entirely, or primarily, within the political 
frontiers of a country for at least one year are con
sidered to be resident units oE the given country. 

5.10 J. Ships, aircraft, fishing fleets and platforms 
which resident enterprises of a country operate pri
marily in international waters are to be considered part 
of the domestic territory oE the country in view oE 
considerations such as the following: the facilities will 
be subject to the laws, regulations and protection of 
the country; and are likely to be Jinked more closely 
with her economy than the economy of other countries 
These considerations should be taken into account in 
deciding on the residence of the operators of the 
vessels or other facilities Attention might be devoted 
to such attributes as the flag of registration of the 
vessels; the country of incorporation and the residence 
of the owners of the major parts of the equity, if a 
corporation operates the ship, aircraft or other facility; 
and the residence of the operator in the case of sole 
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proprietorships or partnerships It is recommended that 
oil rigs, platforms and ships engaged in a given form of 
exploitation, for example, fishing, extraction of crude 
petroleum or natural gas, in international waters which 
has been designated as the exclusive right of a country, 
be treated as resident producers of the country since 
these activities will be subject to the laws, regulations 
and control of the country and will be closely linked 
to her economy. 

5. 102. These definitions with respect to the resi
dence of ships, aircraft, floating rigs and platforms 
apply whether they are leased, Ear example, operated 
on charter in the case of vessels or are owned by the 
operators. If a ship or aircraft is owned by a business 
unit which is resident in a country other than the 
country of residence of the enterprise engaged in oper
ating it, the payment of the charter fee constitutes a 
payment for a service produced in the country in 
which the owner is resident; and the ship or aircraft 
is part of the domestic fixed capital of this country. The 
same approach should be taken in respect oE leased oil 
and natural gas rigs and platforms However, where the 
ships, aircraft, floating platforms, rigs of non-residents 
are classed as resident industries ( quasi-corporate 
enterprises) oE a country by virtue of operating within 
the domestic territory of the given country, the ships, 
aircraft, etc are to be considered as the property of the 
resident quasi-corporate enterprises The non-resident 
owners of the quasi-corporate enterprises will receive 
income from their branches in the form of withdrawals 
from entrepreneurial income. When the notional 
resident industries ( quasi-corporate enterprises) are 
raised, the ships, aircraft, etc .. involved are to be classed 
as gross fixed capital formation and imports in the 
case oE the given country and negative gross fixed 
capital formation and exports in the case of the 
countries of the non-resident owners 

Producers operating in several countries 

5 .. 103. Problems of definition oE residence arise 
where the operation of ships or aircraft is not concen
trated in either international service or in one country, 
Similar difficulties occur in respect of railway, motor 
or pipe-line transport, electricity or gas services, or 
like activities which enterprises carry on in several 
countries. The principle adopted in these cases, in 
conformity with the practice of the International 
Monetary Fund, is that the production, and the income 
therefrom, should be ascribed to the country in which 
the production takes place. 

5.104. Resident producer units are to be delineated 
for this purpose .. The costs and proceeds of these units 
are to be calculated as if they bought and sold at mar
ket prices even though in fact part, most or all of 
what they receive from, or transfer to, the other units 
of the complex of which they are members, are omitted 
from their records or entered only at nominal value. 
The costs of production of the resident industries 
should include an appropriate share of the common 
operating costs of the complex of which each resident 
industry is a member. These common costs of produc
tion are to include charges in respect of transportable 
fixed assets, for example, aircraft, railway cars, lorries, 
used in the operations in the country in question, as 



well as in the other countries, and a share of the head
office expenses of the parent enterprises. 

5. 105. The capital formation of the enterprise on 
the territory of the country should be attributed to the 
resident units under discussion .. The capital formation 
of the parent enterprise in transportable fixed assets 
employed in the operations in several countries should 
be allocated to the country of residence of the parent 
enterprise 

! 
5 .J06. The .. net income of the resident enterprises 

in question, adjusted for any part of it which is in fact 
retained, should be transferred to the rest of the world 
if their parent enterprise is a resident unit of another 
country. The parent enterprise may not be a resident 
unit of a single country. It may, for example, be the 
joint venture of (ie., owned by) a number of govern
ments, one of which is the government of the country 
where a unit of the complex under discussion is located. 
In these circumstances, the capital formation in the 
rolling stock, the saving, net lending and other financial 
transactions of the parent enterprise as a whole should, 
in principle, be alJocated to the resident unit in pro
portion to the participation of the government of 
the given country in the financial capital of the enter
prise. Or, the parent enterprise may be the joint venture 
of two or more enterprises, or individua1s, one of 
which is a resident unit of the country in question. 
In this case, the same approach to allocating the net 
income, capital formation and financial transactions of 
the enterprise should be followed as where govern
ments are the owners of an enterprise which is not 
resident in a single country 

5 107 The resident producer units under discussion 
are to be classed as foreign-owned branches when their 
parent enterprise is not resident in the given country. 
It will be recalJed that branches, that is unincorporated 
business units, owned by non-residents are considered 
to be quasi-corporate enterprises. Where the parent 
enterprise is resident in the given country, or is a joint 
venture of the type discussed above, the corresponding 
resident industry will generally be part of a wider resi
dent incorporated enterprise. 

5. l 08. The principles discussed above are applica
ble in the case of alJ types of branches of enterprises 
which engage in business activities in a number of 
countries The branches may be aircraft, ships or 
fishing vessels which are operated exclusively, or 
primarily, in the political territory of a given country 
for at least a year, or industries engaged in other kinds 
of economic activity in a given country. Some of the 
nominal transactions, and associated procedures, out
lined above may also be required in dealing with the 
subsidiaries in a given country of non-resident enter
prises or of the jointly-owned enterprises described 
in the preceding paragraph The subsidiary of an enter
prise is an incorporated unit, the majority of the 
equity of which is owned by the enterprise 

Producers operating in international commerce 

5. 109 Problems of definition of residence also arise 
where an enterprise which operates aircraft, ships or 
fishing fleets entirely, or primarily, in international 
commerce, is jointly organized and owned by a num-
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ber of governments or by enterprises resident in a 
number of countries. In this case, the sales and costs 
of production, the other current receipts and disburse
ments, and the capital transactions of the entity should, 
in principle, be allocated to a resident corporate 
enterprise of each country in proportion to the share 
of its government, or its resident enterprise, in the 
financial capital of the entity. 

Other problem, of defining residence 

5 .. 110. Commercial agencies transacting business 
for foreign principals should be treated as resident 
producers of their country of location. When the sales 
or purchases of goods and services of the agency are 
for its own account, these transactions would be allo
cated to the country in which the agency is located. 
When it acts as agent for the account of a foreign 
principal, the sales or purchases of goods and services 
would be classified according to the country of the 
principal The transactions of foreign commercial 
travellers in the country in which they are travelling 
are not considered to be the transactions of a resident 
economic unit of this country. 

5. lI l. Problems of defining domestic production 
are also encountered where employees of a resident 
enterprise of a country go abroad in order to install 
machinery or equipment which the enterprise has sold 
to non-residents. In these instances the value of 
( payment for) the installation services should be 
considered to be part of the gross output of the resi
dent enterprise if the work of installation is carried 
out entirely, or primarily, by the employees in question 
and they complete the installation in less than one 
year.. The installation services would then be classed 
as an export of the given country. If, however, a signi
ficant portion of the work of installation is performed 
by residents of the foreign country where the machine
ry or equipment is installed, the value of the services 
should, in principle, be attributed to a notional indus
try resident in this country. In these circumstances, the 
work of installation is likely to be substantial; and will 
probably take a significant time to complete. It should 
therefore be practicable to follow the procedure of 
raising a notional industry unless the cost of the instal
lation services is an integral and inseparable part of 
the payment made for the machinery or equipment. 

GOVERNMENT AND INTERNATIONAl INSTITUTIONS 

5 l l 2 The resident government bodies of a country 
include all departments, establishments and bodies of 
its central, state and local governments located in its 
domestic territory and the embassies, consulates and 
military establishments of its government located else
where. Embassies, consulates and military establish
ments of a foreign government are to be considered 
as extra-territorial by the country in which they are 
located. The production, fixed capital formation and 
other transactions of these bodies, except in land, are 
therefore attributed to their home country, and not to 
the country in which they are located. The construction 
of embassies, structures and other works in extra-terri
torial enclaves by resident producers of the country in 
which the enclaves are located, is part of the production 
and exports of the country in question. Wages and 



salaries paid to locally recruited staff of foreign diplo
matic and military establishments are wages and sal
aries paid to residents of the country in which these 
establishments are located 

5.113. International bodies, such as political, ad
ministrative, economic, social or financial institutions, 
in which the members are governments, are not con
sidered residents of the country in which they are 
located or operate. The staff of these bodies are how
ever residents of the country in which they live, which 
in most cases will be the country in which the given 
international unit is located or in which the employees 
are engaged in the technical assistance, peace keeping 
or other activities of the international institution. In 
these circumstances, the wages and salaries paid by 
the international institution would be wages and sal
aries paid to residents of the country in which the 
employees of the institution are stationed The value 
added, gross fixed capital formation or consumption 
expenditure of the international unit would however 
not be part of the domestic product, gross fixed capital 
formation or consumption expenditure, respectively, of 
the country in which it is located or operates. 

PRIVATE NON-PROFlf BODIES SERVING HOUSEHOLDS 

5114. All private non-profit bodies classed as 
serving households which are located, or operate, in 
the domestic territory of a country are resident econo
mic agents of the country. 

INDIVIDUALS AND HOUSEHOLDS 

5 115. The concept of residence adopted in the 
case of individuals and households is designed to 
encompass all individuals who may be expected to 
consume goods and services, participate in production 
and engage in their other economic activities in the 
domestic territory of a country on a lasting basis 
These are the persons whose general centre of interest 
is considered to rest in the given country. 

5.116. A point of departure for purposes of a 
practicable definition of residence in the case of indivi
duals and households is furnished by the de facto concept 
of population of a country, which is not infrequently 
used in censuses of population. Since some of the 
persons staying in a country at a given time do not 
propose to live there indefinitely, in order to complete 

the definition of residence, it is necessary to enumerate 
categories of persons who in view of their purpose in 
coming to the country, and their activities and length 
of stay in the country, may be said to have a centre of 
interest elsewhere. This is the manner in which a prac
ticable definition of the residents of a country is 
formulated below The same approach is used in the 
case of a number of other international recommenda
tions in respect of this question. The working definition 
given below is also consistent with that of the other 
international recommendations and with common 
national practice 

5.117. The resident individuals of a country is 
considered to comprise all individuals living within the 
domestic territory of the given country except the 
persons listed in the following: 

(a) Foreign visitors (tourists), persons in the given 
country for less than one year, specifically for purposes 
of recreation or holiday, medical care, religious obser
vances, family affairs, participation in international 
sport events, conferences and other meetings, and 
study tours or other student programmes; 

( b) Crew members of foreign vessels or aircraft 
docked in the given country or on lay-over; 

(c) Foreign commercial (business) travellers who 
are to be in the given country for less than one year; 
and foreigners who are the employees of non-resident 
enterprises and who have come to the country for less 
than one year for purposes of installing machinery or 
equipment purchased from their employer; 

( d) Seasonal workers, persons who are, and will 
be, in the given country explicitly for purposes of sea
sonal employment only; 

(e) Official diplomatic and consular representatives 
and members of the armed forces of a foreign country 
who are stationed in the given country; 

(/) Employees of international bodies who are not 
citizens of the country and are on a mission of less 
than one year in duration, 
The individuals enumerated above are to be considered 
residents of the country in which they normally live, 

'that is have their general centre of interest. Border 
workers, persons who cri)ss the border between two 
countries daily, or slightly less frequently but regularly, 
in order to work in one country but live (have their 
abode) in the other country, are the residents of the 
country in which they live, not the country in which 
they are employed ··· 
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Chapter VI 

TRANSACTIONS ON THE PRODUCTION, CONSUMPTION EXPENDITURE 
AND CAPITAL FORMATION ACCOUNTS 

6 I. This chapter is devoted to the definition and 
classification of transactions in respect of the supply 
and disposition of goods and services. These trans
actions·· afe recorded on the productioll, consumption 
expenditure and capital formation accounts of the sys
tem. For purposes of outlining the transactions dealt 
with in this chapter, it will be useful to recapitulate 
certain features of these accounts, 

The supply (1) ancl disposition (2) of goo,Is and 
services 1 

6 2 The supply of goods and services is shown on 
the production accounts of the system; and comes 
from the gross output of the resident producers - in
dustries, the producers of government services, the 
producers of private non-profit services lo households 
and the domestic service of households - and from 
imports, The goods and services are classified into 
commodities (goods and services normally sold on the 
market at a price which is intended to cover the costs 
of production) and other goods and services, Commo
dities account for most of the supply of goods and 
services; and are primarily produced by industries or 
imported Other goods and services are supplied by the 
producers of government and private non-profit services 
and by domestic service; and may also be imported. 
Imports of other goods and services of a country consist 
of direct purchases abroad by resident households and 
by producers of government services, Detailed articulat0 
ed production accounts are i~cluded in the system 
in respect of the activities of each class of producers 
and in respect of the' supply and disposition of commo
dities. This is not so in the case of the supply and 
disposition of other goods and services 

6.3. The supply of goods and services is taken up 
in intermediate and final uses The intermediate con
sumption of commodities by the classes of producers 
and of other goods and services by the producers of 
government services is recorded on the production 
accounts of the system. The final uses of goods and 
services consist of final consumption expenditure, gross 
capital formation in stocks and fixed assets, and ex
ports The final consumption expenditure of households 

1 In the two chapters on the definition and classification o[ 
transactions, codes are given for the type of the transactions 
under discussion. These codes are utilized in the standard 
accounts and tables of the system; and are defined in annex:18 1 
of chapter Vlll The initial digit of the code stands for the 
broad class of the transactions under consideration; and the 
second set of one or two digits indicates the precise category 
of the given group of transactions 
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in the domestic market is made in respect of commodi- · 
ties and other goods and services, while that of govern,· 
ment and private non-profit services is entirely on the' 
non-commodity items which they produce for their own 
use. The gross capital formation of the resident produ
cers takes place in commodities only. Exports of goods 
and services also consist of commodities. However, a 
category of other goods and services is included among 
the exports in order to segregate the_ outlays on_ com
modities which non-resident households make m the 
domestic market of a country from the outlays of 
resident households. Accounts are provided in the 
system in respect of the consumption expenditure of 
each type of final consumer and the gross capital 
formation of each class of producer 

The gross domestic product (3.0) 

6.4. The value of the gross output of producers of 
course includes the value of their intermediate con
sumption, For a number of analytical purposes, mea
sures of production are required which are free of the 
value of intermediate consumption The basic measure 
of this type employed in the system is the gross domes
tic product measured in purchasers' values. 

6 5. This measure may be compiled in three ways 
6 6. The first approach is to take the sum of the 

difference during the period of account between tl:e 
value of the gross output of producers measured_ m 
producers' values (i.e., in market prices at the units) 
and the value of their intermediate consumption mea
sured in purchasers' values (Le., in market prices o_n 
delivery to the units) and to add import duties to th1_s 
sum The difference in the case of each producing umt 
represents its contribution to the gross domestic product 
in producers' values, or its value added. 

6. 7 The second way is to sum up the value of the 
final uses of goods and services measured in purchasers' 
values; and to deduct the c.i f. value of imports of 
goods and services It should be noted that when 
imports are valued cif., the transport and insuran7e 
services of resident producers which are embodied m 
the imported goods should be included in the exports 
of services Imports may be valued fo.b. instead of 
c .if. in using this approach In this case, the transport 
and insurance services of resident producers in respect 
of imports of goods into a country should not be includ
ed in the exports of services by the country. The 
second approach is equivalent to taking the total value 
of the final products of resident producers, that is, the 
part of their gross output disposed of lo final uses only, 
reduced by the value, either c if or f.o b., of the 



imported_ goods and _services which they use up in 
intermediate consumption; and adding the duties on the 
imported goods and services which go directly to final 
uses. 

6 8. The third way is to take the sum of the incomes 
accruing from production, that is, the provision for 
consumption of fixed assets, compensation of em
ployees, operating surplus and the excess of indirect 
taxes over subsidies. 

6. 9 The gross domestic product may also be valued 
in factor incomes, that is, exclusive of the excess of 
indirect taxes over subsidies. Another measure of 
production that is used is the domestic factor incomes 
that is the preceding aggregate less the consumption of 
fixed assets 

Gross output of goods and services (1.0) 

. 6. JO. The ~c?pe assigned to gross output, coupled 
with the defimt1ons o[ the resident producers o[ an 
economy which are given in chapter V, delineates the 
boundari_es set i_n respect of the production of goods 
and services. It ts necessary here to identify the activi
ties _of resident producers which in this system are 
con?'dered to. add to the supply of goods and services 
dunng a penod of account. The manner in which 
gross output is valued, and the time at which it is to 
be recorded, also sets the principles of valuation and 
time of recording in the case of the dispositions made 
of goods and services 

GENERAL DEFINITION FOR INDUSTRIES (I.]) 

6.11 . The woss output of industries during a given 
penod 1s equivalent to the gross value of the com
modities (the goods and services) produced during the 
penod The gro.;s output of goods is to be recorded at 
the moment _the goods are made. The commodities may 
be sold, go mto the stocks of the producers in respect 
of work-in-progress or finished goods or become part 
of their fixed capital formation. The production of 
services takes place at the time the services are ren
dered. In the c~se of the dis_t:ibutive trades, production 
occurs at th~ time commod1t1es are sold, that is, when( 
the ownership of (legal title to) the goods passes. 

6. I 2. The gross output of commodities other than 
the services of the distributive trades, is t~ be valued 
at producers' values in the standard accounts and most 
of the supporting tables of the system. Producers' values 
are not to include charges involved in delivering goods 
to purchasers after the goods in question leave the 
producers' establishments, for example, charges in 
(espect of transport and storage. The charges to be 
included will therefore reflect the scope assigned to 
the establishments where the goods are produced. For 
example it will often be necessary to define the pro
du~er's esta~IishmerH so as. to includ~ short-range 
dehvery services which he himself furmshes Or the 
establishments of producers of machinery and equip
ment should m general be defined to include the services 
of installation which they furnish in respect of this 
machinery and equipment. 
. 6, 13. _In some of the supporting tables, valuation 
1s at basic values, that is, producers' values exclusive 
of net commodity taxes ( selected indirect taxes reduced 
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by similar types of subsidies) As was indicated in 
chapter II, basic values are desired in input-output analy
sis and other studies of the experience of industries 

6 I 4 Gross output in the distribution of commo
dities is to be valued at the gross margins realized on 
the sale of goods in the same condition as they have 
been purchased, that is, the market value at the distrib
utive-trade unit, reduced by the delivered cost of the 
goods ta the unit Gross margins may also be valued 
exclusive of net commodity taxes 

6 I 5 The content of net commodity taxes (3 6) 
will vary from one country to another A major purpose 
of using basic values is to avoid distorting the relative 
weight of the vatious uses made of the commodities of 
a given class in the demand for the class of commo
dities because of the following circumstances: significant 
variation in the ratio of net commodity taxes to pro
ducers' values from one use to another in the case of the 
same commodity; or marked differences in this ratio 
from one commodity to another of the class in the case 
of a given use. The scope of net commodity taxes 
might therefore be limited to those indirect taxes and 
subsidies which vary in either fashion However, for 
the purposes of other, though less essential, analytical 
requirements, it is desirable to broaden the coverage 
of m;t commodity taxes .. It is advantageous to extend 
this category of net indirect taxes to all indirect taxes 
and subsidies which are proportioned to the quantity, 
or the value, of commodities produced or sold 

6 l G Producers' values, or basic values, should, as 
far as is practicable, be assigned to commodities in 
terms of market prices at the producing unit of identical 
items at the moment the commodities are produced In 
general, tb appwpriate price is the price at which the 
commodities are sold against immediate cash payment 
The amount of cash discount that would be granted in 
case of immediate payment should, in principle, be 
subtracted from the nominal sales price in order to 
arrive at the market price, The market price should 
also be net of rebates made on the nominal sales price 
Where an additional quantity of the commodity is 
provided free at the time of sale, the nature of the 
transaction may indicate that the effective market price 
of the commodity is below its nominal value, or the 
quantity sold is above the nominal quantity. 

6.17 It may not infrequently be impracticable to 
follow these principles of valuation completely. Valua
tion at actual producers' or basic values will be feasi
ble in the case of commodities sold, but it may be 
necessary to value commodities which have been par
tially or completely processed, but not sold, at explicit 
cost In the case of goods which have been sold, ac
cou~t should be taken of rebates and cash and other 
discounts in valuation. Charges made in respect of 
delayed payment for purchases of goods and services 
beyond the normal period of settling accounts should 
not be included in the producers' or basic values These 
charges are, in principle, interest and/or service 
charges in respect of the delayed payment. 

UNMARKEIED OUTPUT OF INDUSTRIES 

6.18. Some of the goods and services covered in 
the gross output of industries is not eventually sold in 



the market, but these items are similar in all essential 
respects to the goods and services which are marketed. 
In a number of countries, a significant part of the out
put of agricultural producers will be consumed in their 
households. In many instances, producing units of the 
same enterprise may supply commodities, one to the 
other; producers may make fixed assets for their own 
use; or the wages and salaries they pay may include 
goods or services. The flow of housing services to the 
owner-occupiers of dwellings will also not be recorded 
on the market 

Own-account production for consumption 

6. I 9. Subsistence production of primary products 
( the characteristic products of agriculture, fishing, 
forestry and logging, and mining and quarrying) is of 
considerable importance in the developing countries; 
and a shift takes place from subsistence to market 
production as development proceeds. In order to in
clude this major source of sustenance for the population 
in production and in order to attain some measure of 
comparability in national accounting data, it was 
recommended in chapter V that producing units be 
delineated to cover these activities where such units do 
not already exist by virtue of production for the market. 
For the same reasons, all production of primary pro
ducts should, in principle, be included in gross output, 
whether for own-account consumption, for barter, or 
for sale for money. It is also desirable to include in 
gross output, (i) the output by producers of other 
commodities which are consumed in their households 
and which they also produce for the market and (ii) the 
processing of primary commodities by the producers of 
these items in order to make such goods as butter, 
cheese, flour, wine, oil, cloth or furniture for their own 
use though they may not sell any of these manufactures. 

6 20. Some countries may not find it worthwhile to 
cover all of the types of production enumerated above 
in gross output Certain of these activities may make a 
negligible contribution to the well-being of all groups 
of their population; and may present marked difficulties 
in the compilation of data on production and capital 
formation. The scope of the final consumption expen
diture of households should of course be aligned with 
the extent to which the own-account growing or making 
of the items under discussion is included in gross out
put If, for example, the own-account production of 
vegetables, cereals or flowers is included, the seeds and 
small implements which are acquired for this purpose 
should be classed as intermediate consumption; and 
the value of these crops which are consumed should 
be covered in final consumption expenditure. On the 
other hand, if the own-account production is not includ
ed, the acquisition of the seeds and small implements 
in question only is to be covered in the final consump
tion expenditure of the households. 

6 21 Gross output for own consumption should 
be valued at producers' prices on the market Where 
the producer does not sell any of his output, the rele
vant prices are those at which producers in the same 
or neighbouring localities sell the same or similar com
modities Valuing this output at producers' prices 
furnishes a measure of the income foregone, or the 
costs incurred, in consuming the commodities; and 
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assigns the proper weight to the output, as compared 
to marketed products. 

6.22 The total rent of owner-occupied dwellings, 
which is to be included in gross output, should, in 
principle, be valued at the rent on the market of the 
same facilities It may be necessary to approximate the 
market rent by an estimate which should cover items 
such as operating, rnaint~nance and repair outlays, 
water charges, insurance service charges, taxes, 
depreciation and mortgage interest, in addition to 
interest on the owner's investment in the dwelling and 
other elements of net return The same kind of estimate 
is required in respect of the total rent of the dwellings 
owned by private non-profit institutions and the family 
dwellings owned by government, which these bodies do 
not let on the market 

Own-account fixed capital formation 

6 .23 All production of fixed assets on own account 
should, in principle, be included in the gross output of 
commodities. In view of this objective, it is recom
mended in chapter V that, if possible, a separate estab
lishment should be delineated where households or 
government departments engage in own-account con
struction of structures, roads and similar works. For the 
same purpose, the value of tools, instruments, containers 
and similar items which have an expected life of use of 
one year or more and which industries produce on their 
own account, should be recorded in gross output 
However, business units may record the costs of 
producing these items in outlays on intermediate con
sumption; and it may not be worthwhile to include 
these outlays in fixed capital formation where the 
value of the items is small, 

6 24 Fixed assets produced on own account should, 
in principle, be valued at the producers' values of the 
same commodities when sold in the market However, 
not infrequently, it will be impracticable to value these 
fixed assets at producers' values Serious difficulties 
are likely to be encountered in comparing these items 
with goods which are supplied on the market, particu
larly in the case of structures, other construction 
works, or heavy machinery. Further, a suitable market 
for purposes of determining prices may not be available. 
In these circumstances it will be necessary to resort to 
valuing fixed assets produced on own account at the 
explicit costs incurred 

Payments in kind of wages and sa/arie.~ 

6 .25. Goods and services which industries produce 
and furnish to their employees free of charge, or at 
markedly reduced cost, and which are of clear benefit 
to these employees, should be covered in the gross 
output and payments of wages and salaries of the 
industries The final use of this portion of gross output 
is in the final consumption expenditure oE households 
(See paragraphs 7 15 and 7 16 for a fuller definition 
of these payments.) The gross output of these goods 
and services is to be valued at the cost of production 

SALES RECEIPJS EXCLUDED FROM GROSS OUJPUT 

6 26 The sales receipts of industries do not invaria
bly measure the production which has taken place, 



The receipts may contain elements which do not 
represent production during the given period 

Second-hand goods, land and intangible assets 

6..27. This is so in the case of transactions in re
spect of second-hand goods and scrap, land and intan
gible assets such as financial claims, leases, mineral 
rights and patents .. In most of these instances, the gross 
output generated in the transaction (in other words, 
the addition to the supply of goods and services of an 
economy during the period of account) is equivalent 
to the dealers' margins and other transfer costs It is 
equal to the difference between the net receipts from 
the transaction of the seller of the item and the full 
payment in respect of the transaction of the buyer of the 
item. In most instances, the charge in respect of the 
value of the gross output in question which should be 
made to the buyer and seller will be clear from the 
terms of the transaction under consideration This 
question is discussed later in this report where transac
tions in second-hand goods and scraps, land, financial 
claims and other intangible assets are considered 
individually (See paragraphs 6.53 and 6.82, 7.84, 
7 .. 87 and 7109, respectively.) 

6..28. Scraps and wastes which are by-products of 
the manufacture of commodities, for example, scraps 
generated in making metal products, should be treated 
differently from other scraps and wastes These scraps 
and wastes are to be included in the gross output of 
commodities at full sales value It should be noted that 
in addition to these scraps and wastes, the full value 
of imports of second-hand goods and of scraps into a 
country add to the supply of commodities during the 
period of account 

Credit sale, 

6.29 The proceeds from the sale of goods or 
services on credit may contain elements of interest in 
respect of the credit and a service charge for adminis
tering it, as well as the payment for the goods or 
services themselves, This, for example, is the common 
practice in the case of hire-purchase sales. In principle, 
the interest charged for delayed payment should be 
recorded on the income and outlay account, and not 
the production account, of the seller of the item. When 
the surcharge for credit consists of both interest and a 
service charge, it would therefore be desirable to sub
divide the surcharge into the two components How
ever, it may not always be feasible to subdivide the 
surcharge in this fashion. Where this is the case, the 
entire surcharge might be classed as a service charge 
and recorded in gross output. 

FINANCIAL INST! llJTIONS 

6.30. The gross output o[ sales and personal finance 
companies, banks and similar financial intermediaries, 
and insurance companies and pension funds also cannot 
be equated to their proceeds from activities. 

Sales and personal finance companies 

6. 31 The charge of sales finance and similar 
companies in respect of loans consists of interest and a 
charge for the service of granting and collecting the 
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loan. Their gross output is equivalent to the service 
charge only; and the total charge needs to be divided 
into service charge and interest Sales finance compa
nies may quote each of these elements of the total 
charge separately The service charge only in respect 
of loans is also to be covered in the gross output of 
personal finance companies 

Banks and similar financial intermedimieI 

6.32 Charges for services account for a small 
proportion o[ the income of commercial and saving 
banks, saving and loan associations, and similar finan
cial institutions. The activities of these institutions are 
largely financed by the excess of the property income 
they receive over the property income they pay out. 
The property income involved consists essentially of 
interest If the transactions of banks and similar finan
cial institutions were treated like the transactions of 
other industries, their operating surplus, and perhaps 
their value added. would therefore be negative 

6..33.. This anomaly may be avoided by imputing 
a service charge in addition to the charges actually 
paid The imputed service charge should, in principle, 
be equated to the excess of the property income re
ceived by the banks and similar intermediaries on loans 
and other investments made from the deposits they 
hold, over the interest they pay out on these deposits. 
The property income they receive as a result of invest
ing their own funds should not be taken into account in 
calculating the imputed service charge In practice, it 
will generally be necessary to include all the property 
income received in the calculation 

6.34 The imputed service charge is to be treated 
as intermediate consumption of industries for a number 
of reasons. A key service performed by banks and simi
lar institutions is to channel the savings of other econo
mic agents into loans to industries The serious difficul
ties of allocating the imputed service charge among 
industries, general government services and households 
are avoided. And, the value of the gross domestic 
product, and of the operating surplus of industries to 
an equivalent amount, is not inflated by assigning part 
of the service charge to final consumption expenditure. 
The extent to which imputations for service charges and 
interest would otherwise be included in the transactions 
of households and general government is also substan
tially reduced. Classifying the imputed service charge 
as the intermediate consumption of industries is tan
tamount to sub-dividing the charges of banks and similar 
institutions for loans to industries into two elements -
a service charge and "pure" interest 

6.35.. Becausr it is not feasible to allocate the 
imputed service charge among the various industries, 
the charge is to be treated as the intermediate consump
tion of a nominal industry. The negative operating sur
plus of the nominal industry, all its value added, is 
of course equivalent to the imputed intermediate con
sumption The nominal unit is to be classified as a finan
cial institution in the case of the income and outlay 
accounts of the system The negative operating surplus 
of the nominal financial institution will be counter
balanced by the difference between the property income 
actually received and the interest actually paid out by 
banks and similar institutions Imputations of property 



income paid out by these financial institutions will 
therefore be avoided. 

Insurance and pension funds 

6.36. The premiums for insurance against risks, for 
example, against accident, fire and other casualties, life 
insurance and pension funds, consist of a charge for 
the service of insuring, a payment for the risk of insur
ing, and, in the case of life insurance and pension funds, 
a substantial element of saving. In ascertaining the gross 
value of the commodities produced (the services 
rendered), it is therefore necessary to separate out the 
charge for the service of insuring from the other 
components of the premium. 

6 3 7. In the case of casualty insurance, the pay
ment for the risk of carrying the insurance during a 
given period is taken to be equal to the claims paid 
during the period. The service charge is consequently 
equivalent to the difference between the premiums 
received and the claims paid. The amount of the service 
charge for a given year thus computed may be more 
(less) than the service charge the casualty insurance 
company takes into account in setting premiums This 
is so for the following reasons: the claims may be less 
(more) than the expected (i.e., normal) claims that 
are reflected in the premiums set by the casualty insur
ance company; claims in respect of the period of ac
count may be outstanding and the premiums paid may 
include pre-payments of premiums in respect of future 
periods of account The computed service charge may 
therefore contain elements of capital gain (loss) and 
of a financial claim of policy holders on the casualty 
insurance company. Nonetheless, it is not suggested 
that the gross output realized on casualty insurance be 
equated to the normal service charge for the period of 
account, that is, the estimated service charge for the 
period in question which the casualty insurance com
pany includes in the premiums. The national experience 
required to know whether countries would find it prac
ticable to correct the estimates of the service charge 
for either deviation from the ideal measure has not 
been accumulated. (See paragraphs 753 and 754 for 
further discussion of casualty insurance .. ) 

638. In the case of life insurance, the service 
charge is considered to be equivalent to the excess of 
premiums received over the sum of the claims paid and 
the net additions to the actuarial reserves, excluding 
the interest on these reserves, which accrues to policy 
holders. The actuarial reserves, as here defined, cover 
the equity of policy holders on the reserves of life insur
ance companies; and include the reserves set aside to 
cover the risk of insuring during the year in question, 
pre-payments for risks of insuring during future periods, 
and other elements of saving involved in life insurance 
policies. In some instances, it may not be feasible each 

· year to identify the actuarial reserves, or the interest 
on the reserves which accrues to policy holders Instead, 
it may be necessary to resort to estimates of the service 
charge in which use is made of the net additions to 
life funds and the interest which insurance companies 
earn on these funds. Life funds are reserves which are 
earmarked for policy holders and which include con
tingency reserves in addition to actuarial reserves. ( See 
paragraphs 7 95 and 7 96 for further discussion of life 
insurance.) 

639. Service charges in respect of casualty insur
ance are to be ineluded in intermediate consumption 
in the case of producers, or in final consumption ex
penditure in the case of households. Service charges in 
the case of life insurance are of course part of the final 
consumption expenditure of households. Where neces
sary, the service charge in respect of a given type of 
casualty or life insurance might be allocated among the 
various classes of policy holders in proportion to the 
amount of premiums which they pay Apportioning the 
service charge in this fashion probably approximates 
the relative value of the services rendered since in the 
case of a given type of insurance, commissions on the 
sale of policies and the costs of processing claims vary 
with the amount of the premiums. It is also the most 
practical way of distributing the service charge among 
the various classes of holders of a given type of insur
ance. 
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6.40. The service charge in respect of pension funds 
is taken to be equivalent to the administrative expenses 
of these funds. Where nece_ssary, this service charge is 
to be allocated among the various classes of households, 
the individuals of which participate in a fund, in pro
portion to the contributions to the fund which are 
made on their account during the period in question. 
(See paragraphs 7.97 and 7.98 for further discussion.,) 

PRODUCERS OF OTHER GOODS AND SERVICES 
( I 2 THROUGH l 8) 

General definition 

6.41 . The value of the gross output of the producers 
of other goods and services - the producers of govern
ment services and of private non-profit services to 
households and the domestic services rendered by 
households - is taken to be equivalent to the costs of 
producing these services The costs in the case of the 
first two classes of producers consist of outlays on the 
intermediate consumption of commodities and of other 
goods and services and of the value added in produc
tion. The value added consists of their compensation 
of employees, consumption of fixed assets, and direct 
payments of indirect taxes. Consumption of fixed assets 
is charged in respect of all these assets except roads, 
bridges, dams and similar facilities. The value added 
is not to include an element of operating surplus, for 
example, in respect of office and other buildings which 
the government and private non-profit bod_ies own and 
occupy. The costs of production in respect of the 
domestic services rendered by households consist of the 
compensation of employees only, which is the value 
added in production in this case. 

6.42. The costs of production are to be recorded at 
the time the costs are incurred. However, strategic 
materials and important commodities which govern
ment services purchase for emergency stockpiling and, 
perhaps, other purposes should not be included in their 
costs of production at the time of purchase. These pur
chases are to be recorded as additions to the stocks of 
the producers of government services 

Other goods and services 

6.43 Most of the gross output of the producers of 
government services and of private non-profit services 



to households will necessarily consist of other goods 
and services (I 4 through 1. 7). The gross output of 
commodities by these services (1.2 and 1 3) should, in 
general, be very small All of the gross output of the 
domestic services rendered by households (I 8) is 
included in other goods and services 

Commodities 

6.44. The sales of services and new goods which the 
producers of government services and of private non
profit services make to industries are to be included in 
their gross output of commodities The terms of sales 
of services by producers of private non-profit services to 
government services will usually also be such that the 
transactions should be classed as commodity produc
tion. If the sales of the private non-profit producers to 
government and industries account for most of their 
activities, and cover practically all of their costs of 
production, they should be classed as industries. Where 
this is the case for units of private non-profit institu
tions serving households, for example, research, en
gineering or technological bureaux of universities, the 
units should, if possible, be separated out as industries. 
Much of any commodity output by producers of gov
ernment services may be due to the impracticability of 
segregating such activities as own-account construction 
and publication, printing and sale of periodicals, pam
phlets and books, into separate establishments for pur
poses of including these activities among industries. 

6.45. Certain sales of services and goods which the 
producers of government or private non-profit services 
make to households may be classed as commodity 
production. In these instances a complete product of 
the government or private non-profit service must be 
sold at a price which approximates the cost of producing 
the item. Examples of these commodity sales may be 
the sale of reproductions by museums, handicrafts 
made in institutions for the handicapped, or firewood 
produced in government forestry. Payments which 
certain individuals may be required to make in respect 
of the lull cost of care in a government or private non
profit hospital, are also to be classed as purchases of 
commod_ities, However, payments which they make 
for specrnl or extra treatment only, the basic hospital 
care being free or furnished at a nominal cost, are to 
be considered as non-commodity purchases. 

THE TREATMENT OF RENTS 

6.46. The letting of structures, equipment, machi
nery and other goods except land is considered to be 
a commodity-type service. The total rent received is 
part of the gross output of the producer owning and 
!etting the assets, and the net rent is part of his operat
mg surplus. Specific categories are provided in the 
industrial classification of producers for the activity 
of owning and letting of structures, machinery and 
equipment, etc. Whether the establishment engaged in 
owning and letting these fixed assets will be classified 
to this economic activity will depend on its main kind 
of activity .. The treatment of rents recommended here 
avoids the difficulties of allocating the gross fixed 
capital formation in, and consumption of, rented capital 
~ssets to the user. The total rent paid is of course 
mcluded in the intermediate consumption of the user in 

the case of producers and in the final consumption 
expenditure of the user in the case of households 

6.4 7. Net rent in respect of land is considered to 
be a form of property income; and is recorded on the 
income and outlay accounts of the system. Transactions 
in land as a non-reproducible tangible asset (74) are 
distinguished in the system from transactions in other 
fixed assets (2.6); and, except for the dealers' margins 
and other transfer costs involved, are recorded on the 
capital finance accounts, but not the capital formation 
accounts Where the owner of the land is responsible 
for maintenance, taxes and similar outlays in connexion 
with the land, the portion of the total rent which covers 
these costs should be recorded on the production ac
count of the user of the land as though he incurs these 
costs directly .. Thus, in the case of agricultural land, 
the elements of the total rent in question are to be 
classified to the activity "agriculture". Taking this 
approach is _expedient for such purposes as input
output analySis. The net rent for the land is still to be 
recorded as property income paid (received). 

648. In view of the difference in treatment between 
rents in respect of land and rents in respect of structures 
and equipment, it is necessary to divide the total rent 
into at least two portions when, for example, farm 
rents cover buildings and equipment, as well as the 
land. If real estate taxes are assessed in respect of the 
land and structures, these taxes should also be segregat
ed, Where it is not possible to make the separations the 
total rent, excluding the real estate taxes, may be 
recorded as part of property income paid (received) 
on the income and outlay accounts of the transactors, 
(See paragraphs 7 50 and 7.51 for further discussion.) 
It is desirable to record the real estate taxes on the 
production accounts of the users of these capital assets 
in order to separate out the indirect taxes collected 
from the operating surplus of the producers 

THE CLASSIFICATION OF COMMODITIES AND OF SECOND

HAND GOODS 
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6490 A classification of commodities which is linked 
directly to the classification of industries according 
to kind of economic activity is wanted for purposes 
sucli as studies of input-output relations, quantity and 
price data, and of imports and exports. The value of 
having this type of commodity classification for purpo
ses of input-output analysis should be evident from the 
discussion in chapter IIL In compiling and using mea
sures of quantity and price in respect of outputs, it is 
advantageous to be able to pass from data on commodi
ties to data on industries, and contrariwise, easily. And 
certain. studies involve comparisons of value, quantity 
and pnce between the imports and exports of various 
commodities and the gross output of various industries, 
The most useful way of linking the schemes for classify
ing commodities and industries is to group commodities 
in terms of the kind of economic activity of the indus
tries in which the commodities are characteristically 
produced. 

6.50. For a number of international purposes, a 
classification of commodities based on the more detailed 
categories of the industrial classification in table 5.2 will 
be sufficient. The number of categories suggested is 
manageable in the case of most countries. And each 



of the categories is, on the whole, narrow enough to 
avoid grouping together significantly differing outputs, 
but broad enough to accommodate national differences 
in the structure of production. For other international 
purposes and for most national requirements, more 
detailed classifications of commodities than the scheme 
in table 5 2 furnishes will be needed in the case of 
the goods-producing industries 

6. 51. Some of the more detailed of international 
requirements may be met by use in the commodity 
classification of the most detailed level of classification, 
that is the groups, of the International Standard Indus
trial Classification (ISIC) 2 However, a more detailed 
level of classification than is furnished by the ISIC 
groups is needed in certain international studies, and 
a number of national investigations, of data on com
modities For these purposes, each !SIC group might 
be sub-divided into at least one, or perhaps two, further 
levels of classification in respect of the commodities 
characteristically produced by the establishments of the 
group The categories of these levels of classification 
might be delineated in the light of criteria such as the 
physical characteristics, technology of production, and 
use of the commodities. 

6.52.. It is planned that an international classifica
tion of commodities should be formulated, based on 
the principles outlined above. In delineating the cate
gories of the classification which represent sub-divisions 
of the !SIC groups, use may be made of the sub-groups 
of the Standard International Trade Classification 
Revised (SITC)." Meanwhile, a publication is availa
ble - Classification of Commodities by Industrial 
Origin - which delineates the links between the groups 
of the former ISIC and the sub-groups and items of 
the SITC. ·1 A similar detailed publication is to be 
prepared in respect of the present !SIC 

6. 53. As is indicated in paragraphs 6.27 and 6.28 
above, except for scraps and wastes which are a by
product of the manufacture of commodities, only the 
dealers' margins and transfer costs in respect of trans
actions in second-hand reproducible and non-reproduci
ble goods, scraps and wastes are to be included in the 
gross output of commodities. In practically all instances 
the circumstances are likely to be such that the value 
of this gross output should be charged to an account 
of the buyers of such items. The remainder of the value 
of these transactions will cancel out for an economy 
as a whole since it is equivalent in the case of the 
seller and buyer of the items However, this is not so 
for imported second-hand goods and scrap, which do 
represent additions to the supply of commodities of 
an economy as a whole In either case the entire value 
of the transaction, not only the dealers' margins and 
other domestic transfer charges, is of course relevant 
to the supply of goods available to the parties to the 
transaction 

6.54. It will therefore be valuable for instrumental 
and analytical purposes to add to the commodity 

2 See International Standard Industrial Clonification of All 
Economic Activities, Series M, No 4, Rev.2, United Nations, 
New York, I 968 

3 Standard Intematio11al Trade Clauification, Revised, 
Series M, No. 34, Statistical Office of the United Nations, 1961 

•1 Statistical Papers, Series M, No 43, United Nations, 
New York, 1966 

classification, special categories in respect of transac
tions in second-hand goods, scraps and wastes. These 
categories might be designed to make the following 
classifications: first, distinguish second-hand goods 
from scraps and wastes and separate second-hand 
reproducible goods from second-hand non-reproducible 
goods, and second, divide the second-hand reproduci
ble goods according to type, for example, textiles and 
clothing, furniture and fixtures, machinery, transport 
equipment, structures, and the scraps and wastes 
according to physical composition, for example, metals, 
textiles, paper The figures to be entered in these cate
gories of the classification will generally be equivalent 
for the seller and buyer of second-hand goods and 
scraps ( the sales value in the case of the former and 
the cost, net of dealers' margins and other appropriate 
transfer charges, in the case of the latter) since distri
bution and transport margins and other transfer costs 
are to be accounted for in a different category of the 
classification of commodities 

Intermediate consumption (2.1, 2.2 and 2.3) 

6. 55. There are differences between industries, on 
the one hand, and the producers of government services 
and of private non-profit services to households, on the 
other, in the composition of the intermediate consump
tion of goods and services and the problems of distin
guishing between intermediate consumption and other 
dispositions of goods and services The outlays of 
industries and the non-profit producers on intermediate 
consumption are therefore discussed separately in this 
section of the chapter 

INDUSTRIES (2 1) 

Definition of intermediate consumption 

656 The intermediate consumption of industries 
consists of non-durable goods and services which are 
used up in production. In principle non-durable goods 
are goods which have an expected lifetime of use of 
less than one year. The commodities should be valued, 
as far as is possible, at purchasers' values (in other 
words, at the cost of the items in the market to the 
point of delivery to the consuming establishment) at 
the moment the items enter into the production of the 
unit This principle of pricing ensures that charges for 
intermediate consumption will be equivalent to the 
costs of replacing the commodities at the time these 
items are actually consumed. 

6.57 All the costs incurred to the point of delivery 
of the intermediate commodities to the establishment 
should be included in the purchasers' values. The stan
dard input-output tables of the system call for subdivi
sion of the purchasers' values into the three elements 
of (i) basic values, (ii) distribution and transport 
margins incurred in the course of the transfer of the 
goods from the establishment of the producer to the 
establishment of the user, and (iii) net commodity 
taxes levied on the commodities at the establishment of 
the producer and while the goods are in transit between 
the two establishments. The Standard Class JI accounts 
in respect of commodities require the subdivision of 
purchasers' values into producers' values and distribu-
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tion and transport margins only, Purchasers' val.ues are 
used in the other standard accounts and tables 

Boundary problems 

6. 58 In compiling data on the intermediate con
sumption of industries, problems arise in discriminating 
between intermediate consumption, on the one hand, 
and final consumption and fixed capital formation on 
the other-

Distinguishing intermediate consumption from final 
consumption 

6.59. Business units may acquire goods and services 
for provision to employees free of charge, or at marked
ly reduced costs. As Jong as these goods and services 
are of clear benefit to the employees, these outlays 
should be classed as payments in kind of wages and 
salaries, and not as intermediate consumption (Para
graphs 7. 15 and 7.16 give a fuller definition of these 
payments .. ) None the less, not infrequently, the expen
diture will be shown in business accounts as interme
diate consumption. Conversely, the accounts may show 
commodities allocated to a final use when from the 
standpoint of the national accounts, intermediate con
sumption is involved, For example, under certain con
tractual arrangements, miners are required to purchase 
working tools, such as lamps and explosives, out of 
their money wages It is reasonable to regard these out
lays as intermediate consumption To record them as 
such in the national accounts requires a downward 
adjustment to the wages and salaries entered in the 
mining companies' accounts and a corresponding up
ward adjustment in its intermediate consumption. In 
general, these types of imputations should be confined 
to cases in which there is a contractual obligation on 
the part of employees to use part of their compensation 
for purchases which have no direct utility to them. No 
2djustments are to be made for the fact that many 
expenditures by individuals, such as expenditure on the 
journey to work, contain an element akin to business 
expenses .. On the other hand, travel, entertainment and 
similar expenses which are incurred by employees in 
connexion with the business of their employer and for 
which they are reimbursed, should be classified as out
lays on intermediate consumption. 

Di.stingui.shing intermediate conmmption from fixed 
capital formation 

6.60. It was indicated in paragraph 6.23 above that 
the accounts of producers may show the costs of 
making tools, small items of equipment and similar 
commodities as intermediate consumption, while, in 
principle, at least some of these outlays should be 
recorded as capital formation. A number of other 
questions of discrimination between intermediate out
lays and capital outlays are discussed in the section 
of this chapter on gross capital formation. Important 
examples of these problems are given in the following 
paragraphs 

6 6 I Some of the expenditure ort repair and similar 
activities which may. be recorded in business accounts 
as intermediate consumption should be considered to 
be gross capita] formation, These are outlays which 
lengthen the expected lifetime of a fixed asset or which 

significantly increase its productivity, for example, 
substantial alterations in, or additions to, machinery, 
transport equipment, factory buildings or other struc
tures Outlays on the repair and maintenance required 
to make good breakage or to keep fixed assets in 
proper working condition are classified as intermediate 
consumption In the case of residential and non-resi
dential structures, for example, outlays on painting, 
replacing damaged gutters and plumbing, or repairing 
lighting or heating systems, should be included in 
intermediate consumption 

6 62 In general, outlays in respect of the cultiva
tion of producing plantations, other farms or timber 
tracts or the operation of producing mines, are includ
ed in intermediate consumption. However, significant 
outlays on the extension and development of these units 
should be considered to be fixed capital formation. This 
type of expenditure may be on land clearance and rec
lamation, irrigation works, extension of mining sites 
and shafts, planting new timber tracts, or planting and 
cultivating new holdings of fruit-bearing and sap
bearing plants which yield products only after a number 
of years. When the new holdings become productive, the 
outlays should be classed as intermediate consumption. 

Treatment of re\·earch and exploration 

6 63 Commodities consumed in the research, de
velopmental and exploratory activities of industries are, 
in most instances, to be included in intermediate 
consumption though these outlays may be capitalized 
in the accounts of business units These activities may 
be directed towards specific business purposes, such as 
prospecting for minerals, developing new commodi
ties or improving the technology of particular produc
tion processes, or towards more general ends such as 
extending scientific knowledge. As the outlays on the 
commodities used in these activities may not yield 
concrete benefits and are usually not embodied in tan
gible assets, the convention is adopted that the expendi
ture is a form of intermediate consumption. A similar 
approach is taken in respect of expenditure on adver
tising, market research and activities, such as public 
relations, which are designed to improve the goodwill 
of business units 
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PRODUCERS OF GOVERNMENT SERVICES AND OF PRIVATE 

NON-PROFIT SERVICES IO HOUSEHOLDS (22 AND 23) 

Composition of intermediate consumption 

6 .. 64.. The intermediate consumption of the pro
ducers of government services and of private non-profit 
services is made up of the purchases of new goods and 
services on current account, reduced by net sales (sales 
less purchases) of similar second-hand goods and 
scraps and wastes therefrom The goods and services 
in question are items which are used, for example, 
organized and directed, distributed, packaged or trans
formed, by these producers in furnishing their services. 
The used goods which the private non-profit services 
acquire for direct, free distribution to households is not 
to b;: recorded in their net sales of second-hand goods, 

6. 65 Goods purchased by government services for 
purposes of stocks of strategic material and other stocks 
of special importance to the nation are excluded from 



intermediate CG>nsumption Instead, the acquisition of 
these goods should be recorded in their accounts in 
respect of stocks .. When the commodities are withdrawn 
from stocks for sale, or for another purpose, the items 
are to be deducted from stocks Government sales of 
large quantities of surplus stocks of goods, wJ-,ich were 
originally charged to intermediate consumption, should 
also be recorded in the account in respect of stocks 
This will avoid distorting the data in respect of the 
intermediate consumption during a given period. It 
may be desirable, if feasible, to make adjustments retro
actively in the accounts on stocks and intermediate con
sumption for large lots of surplus goods which are sold 

6 .66. The items which the government and private 
non-profit services acquire on current account cover 
purchases of non-durable goods, except the goods 
described in the preceding paragraph, and of services. 
In addition, the outlays of government services include 
durable goods acquired primarily for military purposes. 
It should be noted in this connexion that the provision 
of family dwellings for military personnel is to be 
treated as an industry, and not a government service, 
and that durable goods purchased primarily for civil 
defence are part of fixed capital formation. In case 
military hospitals, schools, airfields or roads are shifted 
to civilian use, the purchasers' value of these items at 
the time the shift occurs should, in principle, be de
ducted from intermediate consumption and added to 
fixed capital formation. 

C/a.ssi[icati'on of intermediate consumption 

6.67. Most of the items entering into the interme
diate consumption of the producers under discussion 
will consist of commodities produced by industries and 
imported, and of similar second-hand goods. The pro
ducers of government services may also purchase com
modities (services) from the producers of private 
non-profit services. In addition, the intermediate con
sumption of lhe government services will include their 
direct purchases abroad of other goods and services 
( 1.12.2) Sharp distinctions are drawn in the system 
between the commodities and other goods and services 
which enter into the intermediate consumption of the 
producers of government services The gross value of 
the commodities enteting into the intermediate con
sumption of the government and private non-profit 
services is also separated from the value of the net 
sales of similar second-hand goods and scraps, and 
each of these categories of items are classified accord
ing to the type of goods and services (See paragraphs 
6.49 through 6 54 above.) 

Valuation and recording of intermediate consumption 

6.68. Charges to the intermediate consumption of 
the producers of government and private non-profit 
services will) in most instances, be recorded at the 
moment at which the covered goods and services are 
purchased The purchase occurs at the time when legal 
title is acquired to the goods, or the services are ren
dered. The charges should be made at purchasers' values. 
In case these producers sell second-hand goods and 
scraps which are to be accounted for in intermediate 
consumption, the net proceeds of the sales ( the sales 
receipts less any service charges) are to be deducted 

from intermediate consumption at the time the sales 
are made. It should be noted that in decomposing the 
value of these sales into transactions in second-hand 
goods and scraps and transactions in commodities, 
the sales receipts should be shown in the case of 
second-hand goods and scraps and the service charges 
should be included in the intermediate consumption of 
commodities. 

6 69. As in the case of industries, in the standard 
input-output tables of the system, the purchaser's value 
of commodities acquired by government and private 
non-profit services is decomposed into basic values, dis
tribution and transport margins, and net commodity 
taxes. The Class II accounts in respect of commodities 
call for the use of producers' values. Purchasers' values 
are used in all other standard accounts and tables 
which concern data on the goods and services acquired 
by government and private non-profit services. 

Boundary problems 

6.70 Questions frequently arise as to whether cer
tain types of transactions should be classified as the 
intermediate consumption of the producers of govern
ment services or of private non-profit services to house
holds, on the one hand, or the final consumption expen
diture of households, on the other. Problems may also 
be encountered in respect of the organs of government 
to which a given outlay on intermediate consumption 
should be assigned 

Payments in kind of wages and .salaries 

6 7 I. The wages and salaries of the employees of 
government services or private non-profit services may 
include items such as housing, food or clothing which 
are acquired from industries or imported and are fur
nished free of charge or at reduced prices (Sec para
graphs 7. 15 and 7. 16 for definition of payments in 
kind .. ) In these instances the value of the payments in 
kind, which is equivalent to the cost of the items to the 
government or private non-profit service, should be 
included in the final consumption expenditure of 
households, and not in the intermediate consumption 
of the service When the wages and salaries in kind 
consist of a service produced by the government or 
private non-profit body, for example, care in a govern
ment or private non-profit hospital which is furnished 
free of charge, the value of the payment, which is the 
cost of production of the service, will of course be 
included in the gross output of the service. The gross 
output in question will be disposed of to the final con
sumption expenditure of households; and the counter
part of this sale will be the payment in kind included 
in wages and salaries. 
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Other transactions involving households 

6.72. When a government service provides goods 
or services directly to persons, the items acquired from 
industries or private non-profit services which are used 
in this activity should always be included in the inter
mediate consumption of the government service .. This 
is so whether the service in question furnishes the 
goods or services free of charge, at reduced costs or 
at full cost. In these cases the governmeni service is 
the producer of the goods or services which are 
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provided to persons since, at a minimum, it will organize 
and direct the activity and, in addition, may repackage 
and distribute the goods or combine the goods and 
services purchased from the private producers into 
new items. 

6.73. Questions also arise as to whether to classify 
the transactions to the intermediate consumption of a 
government service or the final consumption of house
holds when industries or private non-profit bodies 
supply services or goods to individuals directly and 
individually which are paid for entirely, or in part, 
by the government service The considerations which 
should be taken into account in deciding to which flow 
to assign the entire cost of the service or good in 
question are: (i) the degree to which the government 
service organizes and controls the provision of the item 
and (ii) the extent to which the individual can, and 
does, choose the unit from which, and the terms on 
which, the service or good is to be acquired. These 
criteria should furnish the basis for determining whether 
the government service or the individual is the pur
chaser of the item in question and should therefore 
be charged for its lull cost 

6. 74. When the government service arranges for, 
and specifies in detail the terms and standards of, fur
nishing the service or good, the person receiving it is 
left with little opportunity to make decisions in respect 
of these matters .. In these circumstances, the govern
ment service should be considered to be the purchaser 
of the service or good. If the person makes some 
payment in connexion with the transaction, it will be 
treated as a purchase from the government service. On 
the other hand, if the person receiving the service or 
good is, in each instance, free to select the private unit 
which is to furnish the item, and the terms on which 
it is to be supplied, he should be considered to be the 
purchaser of the service or good, irrespective of the 
extent to which the government service finances the 
purchase In these circumstances the participation of 
the government service in the transaction consists of a 
transfer payment only to the individual; he decides on 
and controls the arrangements for acquiring the service 
or good. The use of these criteria is illustrated below 
in the case of two types of national health services 

6 7 5. In the case of one of the schemes, the govern
ment health service makes contracts with medical and 
dental practitioners which specify the terms and stan
dards of the services to be rendered and which set an 
annual retainer fee to be paid to each practitioner, 
based on the number of persons registered for his care, 
as well as the payments for the forms of treatment he 
actually gives. While individuals are permitted to change 
practitioners with whom they register, in practice, such 
shifts are inconvenient and infrequent. The government 
health service pays almost all of the costs of medical 
and dental care; the individuals make nominal payments 
only. The government health service thus organizes and 
controls the provision of the private medical and dental 
services furnished to the individuals; and should be 
considered to be the purchaser of these services .. 

6. 7 6. In the case of the other national health 
scheme, the government health service sets the 
maximum payments which it will make, and general 
standards, in respect of the various forms of medical 
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and dental treatment The individuals covered under the 
scheme are left free to choose the practitioner from 
whom to receive care and the terms on which the treat
ment is to be furnished. The government health service 
finances, within the limit of the maximum payment it 
has set, most of the cost of actual treatment received. 
The government service may pay the medical or dental 
practitioners directly, or reimburse the individuals for 
making these payments The individuals in question 
thus make the essential decisions and arrangements in 
respect of the medical or dental services they receive; 
and should be considered to be the purchasers of these 
services. The circumstances outlined in this paragraph 
are also characteristic of most, if not all, government 
medical insurance schemes 

Transfers in kind between government organs 

6 77. Questions of allocating intermediate consump
tion between a resident government and a foreign 
government, or between a central government and a 
local government, may arise in the case of grants of 
relief food, clothing, other civilian supplies or military 
equipment The convention adopted is that these gifts 
are transfers in kind. Thus the goods should be recorded 
in the intermediate consumption of the appropriate 
service of the recipient organ of government only. The 
grant will be financed by a current transfer on the in
come and outlay account from the donor organ of 
government to the recipient organ of government. Such 
transactions between a resident government and a 
foreign government should also be recorded in the 
exports of commodities of the donor country, if the 
commodities are supplied by her resident industries, 
and the imports of commodities of the recipient countJ. 
Grants of non-durable goods by a government service 
to a private non-pr()fit body are also considered to be 
transfers in kind on current account 

Contribution~ to joint military arrangements 

6. 78. The net contribution of a government to 
common construction works and equipment under a 
joint military agreement should be recorded in the 
intermediate consumption of the defence service of 
the government in question. If the net contribution of 
a government exceeds the value of the works and equip
ment produced in her domestic territory, the difference 
would be included in the direct purchases abroad on 
current account of the given government If it falls 
short of the value, the difference would be recorded in 
the exports of the country in question 

Final consumption expenditure (2.20 and 2.30) 

6 79. This section of the chapter concerns the 
definition and classification of the final consumption 
expenditure of households, private non-profit services 
to households, and of government services. 

DEFINITION OF HOUSEHOLD FINAL CONSUMPTION EX-

PEND!IURE (24 AND 2.32) 

Composition 

6.80 The final consumption expenditure of house
holds is made up of outlays on new durable and non-



durable goods and services reduced by net sales of 
second-hand goods, scraps and wastes. The final con
sumption expenditure of resident and non-resident 
households in the domestic market is to be classified into 
outlays on commodities, outlays on other new goods 
and services, and the net sales of second-hand goods, 
scraps and wastes. Household final consumption expen
diture in the domestic market is also classified according 
to the object (purpose) of the expenditure and 
according to the character of the item purchased, that 
is whether it is a durable, semi-durable or non-durable 
good or a service. The system provides as well for the 
classification of outlays on commodities according to 
the kind of economic activity where the commodities 
are characteristically produced and the classification of 
the net sales of second-hand goods, scraps and wastes 
according to the character of these items. (See para
graphs 649 and 654 above .. ) 

Time of recording and valuation 

6.81 The outlays of households on goods and 
services should in general be recorded at the moment 
purchases are made, irrespective of delays in delivery 
of goods. Except for hire-purchase arrangements, pur
chases take place at the time at which the households 
acquire legal title to goods or are rendered services. In 
the case of hire-purchase arrangements, the purchase is 
considered to occur at the time the contract in respect 
of the arrangement is signed; or if there is no formal 
agreement, at the time the goods are delivered, 
Similarly, household sales (purchases) of second-hand 
goods are to be recorded at the time ownership passes 

6.82. Acquisitions of new goods and services should 
be valued at purchasers' values, including transport, 
installation and similar charges, but not interest for 
delayed payment The value of the net sales 9f second
hand goods and scraps is equivalent to the excess of 
the proceeds of households from these sales over the 
purchasers' value of their acquisitions of second-hand 
goods, reduced by the included dealers' margins and 
other transfer costs The dealers' margins and other 
transfer costs as well as any service charges which 
households may pay in respect of the sale are classed 
as purchases of commodities. 

6 83. Household final consumption expenditure is 
valued at purchasers' values in the standard accounts 
and tables of the system except in the Class II accounts 
on commodities and a supporting table to these accounts 
on input-output data .. In the accounts, producers' values 
are used; and in the supporting tables, basic values are 
employed 

The two concepts 

6.84. Two concepts of household final consumption 
expenditure are employed in the system, namely, final 
consumption expenditure in the domestic market (2A) 
and final consumption expenditure of resident house
holds (2 .32). The former concept concerns the expen
diture of resident and non-resident households in 
the domestic territory of a country .. The system calls 
for compilation first of all of data in respect of this 
concept The final consumption expenditure of resident 
households is derived from the aggregate data in respect 

of expenditure in the domestic market by adding th~' 
direct purchases which resident households make abroaci 
(L 12. I) and deducting the purchases which non-resident 
households make in the domestic market (2.12. i ). : · 

6.85. The direct purchases which resident hous~L 
holds of a given country make abroad are part of the 
non-commodity imports of the country, and of the: 
outlays of the households on other goods and services. 
Included in these purchases are the outlays in foreign 
countries of tourists, diplomatic and military personnel 
seasonal workers or border workers, who are residen~ ,, 
of the country in question. When a business traveller : 
from a country purchases lodging, food, etc. abroad 
for which he is reimbursed by his employer, these out, 
lays are not to be included in the direct purchases 
abroad by the resident households of the country. 
Instead, the outlays are part of the intermediate 
consumption of the resident employer of the business 
traveller and the commodity imports of the country in 
question. 

HOUSEHOLD FINAl CONSUMPTION EXPENDITURE 

IN SELECTED SJIUAIIONS 

6 86. As was indicated earlier in this chapter, the 
gross output of industries for use in the household of 
the owner, for example, agricultural products, gro~s 
rent on owner-occupied dwellings, and payments m 
kind of wages and salaries, are included in the outlays 
of households on final consumption. (See paragraphs 
6 .. 19 through 6.22, 6.25 and 6 71 above .. ) On the 
other hand, outlays by employees which are treated as 
the intermediate consumption of industries, and there
fore reductions in wages and salaries, should not be 
recorded in the final consumption expenditure of house
holds. (See paragraph 6.59 above) The purchases made 
by households and financed, in whole or in part, by 
government services which are discussed in paragraphs 
6.73 and 6.74 above will of course be included in the 
final consumption expenditure of households. 

6.87. Questions of apportionment between the final 
consumption expenditure of households and the inter
mediate consumption and gross capital form_a_tion of 
industries will occur in the case of goods utihzed by 
professional practitioners and other individual pro
prietors for business and household purposes, for 
example, automobiles The costs of acquiring and 
operating such automobiles should be divided between 
households and industries, based on the relative extent 
to which the automobile is utilized for household and 
business purposes. Similar problems will arise in respect 
of rents, fuel, lighting, etc. of quarters utilize? for 
both business and living purposes Again, it is desu~ble 
to subdivide the outlays between the interm~d,ate 
consumption of industries and the final consumpt10n_ of 
households, in the light of the relative extent to which 
these facilities are put to business and household uses. 
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HOUSEHOLD PURCHASES FROM GOVERNMENT AND 

PRIVATE NON-PROFIT SERVICES 

6 .. 88 It has already been indicated in this chapter 
that households will make purchases of goods and 
services from the producers of government services af!d 
the producers of private non-profit services, which, m 



a number of instances, will be non-commodity pur
chases. As households make differing kinds of payments 
to government or private non-profit bodies, it is 
necessary to indicate clearly which of the payments are 
to be considered to be purchases of services or goods. 

Government bodies 

6.89 The general criteria for identifying purchases 
of services or goods from government bodies is that 
there should be a clear link between the payment and 
the acquisition of the services or goods and the decision 
to make the payment should be voluntary, that is, in no 
circumstances required by the public authority. 
Examples of purchases of services and goods from 
government services by households are charges for 
entering museums and public recreational facilities, for 
publications, for postcards and art reproductions from 
museums, for goods produced in vocational schools as 
an incidental part of education, or for radio and 
television licences where the government furnishes 
substantial broadcasting services Fees, nominal or 
otherwise, which are charged in respect of public 
hospitals or schools are also classed as purchases of 
services. Payments in kind of wages and salaries which 
are part of the gross output of a government service 
(e g., care in a public hospital) are of course covered 
in household purchases. The criteria for classifying 
these purchases into expenditure on commodities and 
expenditure on other goods and services have been 
discussed in paragraph 6.45 above. 

6.90 The other types of payments which households 
make to government bodies are as follows 

(a) Payments made in respect of services the primary 
purpose of which is to serve as an instrument of 
government policy which are compulsory but unavoid
able in the only circumstances in which they are useful. 
These payments should be considered as current trans
fers. Examples of such payments are fees paid for 
passports, driving tests, licences, airport duties and 
court services. The payments are included in the, 
category "Compulsory fees, fines and penalties" (6.3) 
of the income and outlay account; 

(b) Payments in respect of charges which do not 

involve the provmon of an identifiable service to the 
payer and which are mainly derigned to raf'ie revenue, 
These payments, for example, motor vehicles duties, 
income taxes, social security taxes, are classed as direct 
taxes (6.2 or 6..1). Treating payments such as motor 
vehicle duties as direct taxes is recommended though 
these payments will be classified as indirect taxes in 
the case of other economic agents because no productive 
activity is associated in the system with the household 
operation of personal vehicles (See paragraph 7.65 
for a full discussion of these payments.) 

Private non-profit bodies 

6.91. Payments by households to private non-profit 
bodies are classified as purchases of services or goods 
where there is a clear and direct link between the pay
ment and an acquisition of a service or good, that is 
the amount of the payment is proportional to the 
quantity and quality of the service or good received. 
For example, the fees charged by private non-profit 
schools or hospitals are to be classed as payments for 
the purchase of a service. On the other hand, member
ship dues to trade unions, political associations, 
fraternal organizations or social clubs, and gifts to 
churches and welfare organizations, are to be treated 
as current transfers. In the latter instances, there is no 
direct link between the payments and the services 
received, 

6.92. Government bodies may also make payments 
to private non-profit services in respect of services and 
goods which the latter furnish to individuals. These 
transactions should be classed as purchases. Application 
of the criteria described in paragraphs 6 73 and 6, 74 
above may result in including the purchases in the final 
consumption expenditure of households or the inter
mediate consumption of the producers of government 
services 

THE CLASSIFICATION OF HOUSEHOLD GOODS 

AND SERVICES 

6.93 Table 6..1 below gives the scheme to be used 
to classify the outlays on goods and services which 
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Table 6-L Classification of household goods and services 

(The symbols D, SD, ND and S stand for items classified as durable, semi-durable, or nonwdurable goods and services, respectively.) 

L Food, beverages and tobacco (ND) 

l.l Food 

1 I .l Bread and cereals 

Rice, glazed or polished, but not otherwise 
worked (including broken rice); maize, meal 
and flour of wheat, barley and other cereals; 
cereal preparations; malt (including malt 
flour) and malt extract; macaroni, spaghetti, 
noodles, vermicelli and similar products; 
bread, biscuits, cake and other bakery pro
ducts; preparations of flour, starch or malt 
extract, used as infant food or for dietic or 
culinary purposes; potato starch; sago, tapioca 
and other starches; sealing wafers, commu~ 
nion wafers and similar products. Includes 
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tarts and pies other than meat and fish tarts 
and pies; macaroni and spaghetti cooked, 
ready for consumption; farinaceous products 
stuffed with substances other than meat; rice, 
cooked, ready for consumption. 

LI 2 Meat 
Fresh, chilled and frozen meat of bovine 
animals, sheep and goats, _ swine, poultry, 
horses, game, and edible offal; bacon, ham 
and other dried, salted or smoked meat and 
edible offals; meat extracts and meat juices, 
sausages, meat preparations; and canned meat 
Includes meat·pies; frog meat; meat of marine 
mammals such as seals, walruses and whales; 
meat soups in liquid, solid or powder form, 

Table 61 conlimus 



Table 6.1. Classification of household goods and services (continued) 

L Food, beverages and tobacco (ND) (continued) 

1,1. Food (continued) 

Ll.2. Meat (continued) 
whether or not containing vegetables, spa
ghetti, rice, etc.; paste products filled with 
meat such as canelloni, ravioli and tortellini 

I 1 3 Fish 
Fresh, frozen, canned and preserved fish and 
other sea food and fish preparations Included 
are tinned fish soup, snails, fish pie 

I. 1.4. Milk, cheese and eggs 
Fresh1 evaporated, condensed and dried milk 
and cream (including buttermilk, skimmed 
milk, whey and yoghurt); cheese and curd; 
eggs, including treated eggs, 

LIS Oils and fats 
Butter, margarine, lard and other prepared 
edible fats; cooking, salad and other edible 
oils; peanut butter. 

Ll.6. Fruits and vegetables other than potatoes and 
similar tubers 
Fruits and other vegetables, fresh, dried, 
frozen or preserved, juices and nuts. Includes 
fruit~peel, nuts and parts of plants preserved 
by sugar ( drained, glac6 or crystallized); 
edible seeds; garlic; culinary herbs; mush
rooms; rhubarb; tomatoes; truffles; vegetable 
soups, without meat or meat extracts or only 
traces; dried beans, lentils and other pulses, 

LL 7 Potatoes, manioc and other tubers 
Potatoes, manioc, arrowroot, cassava, sweet 
potatoes and other starchy roots.. Includes 
tinned and other products, like meal, flour, 
flakes, chips, except starches 

Ll .8. Sugar 

Refined sugar and other products of refining 
beet and cane sugar, not including syrups. 

l.1.9, Coffee, tea, cocoa 
Coffee, tea, cocoa and their substitutes 

LLJO Other foods, including preserves arrd con~ 
fectionery 
Syrup; jam, marmalade and table jellies; 
honey;' chocolate and sugar confectionery; 
salt; spices; prepared baking powders; sauces; 
mixed condiments and mixed seasonings; · ice 
cream; vinegar; yeast 

1.2 Non-alcoholic beverages 
Mineral waters and other soft drinks 

L3. Alcoholic beverages 
Spirits; wine; beer and cider, including beer and cider 
with low alcohol content 

1 4. Tobacco 

Cigars and cheroots; cigarettes; smoking and chewing 
tobacco; cigarette paper; snuff · 

2 Clothing and foot11,•ear (SD) 

2.L Clothing other than footwear, i11dudi11g repairs 

2 .1. L Clothing other than footwear 
All made-up clothing and clothing materials 
including haberdashery, millinery and custom 
tailoring and dressmaking. Includes aprons, 
smocks and bibs; bells; gloves and mittens 
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other than rubber: handkerchiefs except paper 
handkerchiefs; muffs and sleeve protectors; 
sports c1othing including bathing suits and 
crash helmets; suspenders, accessories for 
making up clothing such as buckles, buttons, 
fasteners, patterns, zippers, etc; hire of 
clothing., 

2 1.2. Repairs to clothing other than footwear 

2 2 Foofwear, including repairs 

2 2 1 FootwCar 

AU footwear including rubbers, gaiters, spats, 
leggings and puttees; sporl'i footwear other 
than boots and shoes with ice or roller skates 
attached. 

2.2.2 Repairs to footwear 

3, Gross rerit, fuel and power 

3.1 Gross rents and water charges 

3.1.I Gross rents (S) 

All gross rent in respect of dwellings, actual 
and imputed in the case of owner-occupied 
houses including ground rents and taxes on the 
property. House rent will in general be space 
rent, covering heating and plumbing facilities, 
lighting fixtures, fixed stoves, wash basins and 
other similar equipment which. is customarily 
installed in the house before selling or letting. 
Also included ,are payments for garbage and 
sewage disposal and expenditures of tenants 
on indoor repair and upkeep, such as indoor 
painting, wallpapering and decorating Rents 
paid for rooms in boarding houses, but not 
in hotels, are included. Rents of secondary 
dwellings such as summer cottages, mountain 
chalets, etc., are also included 

3.1.2. Water charges (ND) 

3.2 Fuel and power (ND) 

3 .. 2 I Electricity 

3 2 2. Gas 

Natural - and manufactured gas, including 
liquefied petroleum gases (butane, propane, 
etc.), 

3.23 Liquid fuels 

Heating and lighting oils 

3 .2.4 Other fuels 

Coal, coke and briquettes; firewood; charcoal; 
peat; purchased heat 

4. Furniture, furnishings, and hou.selwld equipment and 
operation 

4.1 Furniture, fixtures, carpels, other floor coverings and 
repairs (D) 

4 .1. I Furniture, fixtures, carpets, other floor cov
erings 
Beds, chairs, tables, sofas, storage units, and 
hallboys; carpets, large mats and linoleum; 
cribs, high chairs, playpens; door and dividing 
screens; sculptures, carvings, figurines. paint~ 
ings, drawings, engravings and other art objects; 
venetian blinds; fireplace equipment; other 
furniture and fixtures. 

4 I 2 Repairs to furniture, fixtures, rnrpets, other 
floor coverings 



Table 6"1. Classification of household goods and services (continued) 

4. Furniture, furnishings, and household equipment and opera
tion (continued) 
4 2. flou.sehold textiles, other furni~hing.s, and repairs (SD) 

4.2. l Household tex:ti/es and other furnishings 
Curtains, sheets, table-cloths and napkins, 
towels, tapestries, bedding mattress and other 
coverings, of all materials; furnishings such 
as ashtrays, candlesticks and mirrors; awnings, 
counterpanes and door mats; flags; garden 
umbrellas; garment and shoe bags, laundry 
hampers and bags, and shoe racks; mosquito 
nets; steamer and travelling rugs; wastepaper 
baskets, flower and plant boxes and pots 

4. 2. 2, Repairs to household textiles and other fur
nishings 

43. Heating and cooking appliances, refrigeraton·, washing 
machines and similar major household appliances, 
including fittings and repairs (D) 

4.3 . .1. Heating and cooking appliances, refrigerators, 
washing machines and similar major house
hold appliances, including fittings 
Covers major equipment like clothes washing 
and drying, dishwashing, ironing, sewing or 
knitting machines; electric floor scrubbing, 
waxing and polishing machines; vacuum 
cleaners; water softening machines; refri
gerators, food freezers and ice boxes; room 
air-conditioning units; cooking appliances 
other than spirit stoves and plate-warmers; 
reflector ovens; camping stoves and similar 
appliances; toasters; electric fans, and electric 
coffee-makers and heating appliances; lawn 
mowers; non-portable safes; water pumps 

4.3.2 Repairs to heating and cooking appliances, 
refrigerators, was/ting machines and similar 
major household appliances 

Glassware, tableware and hou.relwld utensil.\" including 
repairs (SD) 

4A.1. Glassware, tableware and household utensils 
Pottery, glassware, cutlery, silverware; hand, 
kitchen and small garden tools {not power
driven); all types of kitchen utensils; portable 
toilet and sanitary utensils for indoor use; 
electric bulbs, plugs, wire, cable and switches; 
heating-pads, sauce-pans, non-electric coffee
makers; thermos bottles and flasks; watering 
cans, wheelbarrows, garden hose and sprink
ling devices, and small garden appliances {not 
power-driven); portable money boxes and 
strong-boxes; household scales; ladders; lock
smith's wares 

Repairs of glassware, tableware and house
hold utensils 

Household operation ex:cept domestic service.s 

4..5..L Non-durable household goods (ND) 
Household goods of limited durability such 
as matches, household soap, scourers, pol
ishes, cleaning materials; household paper 
products; candles and lamp wicks; clothes 
hangers; shoe polish; clothes pins; mops, 
brooms and brushes; rope, string and twine; 
dyes for dyeing clothing and household 
textile furnishings; nails, nuts and bolts, screws, 
tacks, washers, hooks, knobs etc,; needles and 
pins; insecticides, fungicides and disinfectants; 
aluminium foil, etc 
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4.5 2 Household seri•ices excluding domfstic service (S) 
Cleaning, dyeing and laundering; hire of fur~ 
niture, furnishings and household equipment, 
including payments by sub-tenants for the use 
of furniture, etc.; service charge for insurance 
of household property against fire, theft and 
other accidents; payments for services such 
as chimney cleaning, window cleaning, snow 
removal, exterminating, disinfecting and fumi~ 
gating, etc 

4.6 Domestic services (S) 

Remuneration in cash and in kind of domestic 
servants, cleaners, cooks, etc Includes payments in 
cash and in kind to baby-sitters, chauffeurs, gardeners, 
governesses, tutors, etc 

5, Medical care and health expenses 

6 

5. l Medical and pharmaceutical products (ND) 
Medicines, vitamins and vitamin preparations; cod 
and halibut liver oil; clinical thermometers, hot-water 
bottles and ice bags; first aid kits, elastic medical 
hosiery and similar medical goods. 

5.2 Therapelllic appliances and equipment (D) 
Major appliances and equipment: eye glasses; hearing 
aids; glass eyes, artificial limbs, orthopedic braces and 
supports; surgical belts, trusses and supports; medical 
massage equipment and health lamps; wheel chairs 
and invalid carriages, motorized or not 

5 3 .. Services of pltysicians, nurses and related practi
tioners (S) 

Fees paid to physiciiins, psychiatrists, nurses, phy
siotherapists, midwives, dentists, etc. who are not 
employed by hospitals; payments to medical and 
dental laboratories for tests, analyses, etc; rental of 
therapeutic equipment 

5.4. Hospital care and the like u {S) 

Fees to hospitals and clinics, including fees for services 
provided by physicians, nurses, etc employed by, and 
ambulances of, these hospitals and clinics, 

5.5. Service charges on accident and health insurance (S) 

Trans port and communication 

6 .. 1. Personal transport equipment (D) 
Motor cars; trailers and caravans; motor cycles and 
bicycles 

6.2 Operation of personal transport equipment 

6 2- I Tires and tubes, parts and accenories; and 
repair charges (SD) 
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6 2.3, 

Gasoline, oils and grem·es (ND) 

Other expenditure (S) 
Payments for parking and garaging; bridge, 
tunnel, ferry and road tolls; driving lessons; 
hire of personal transport equipment; service 
charges on insurance of persona] transport 
equipment 

6.3 Purchased transport (S) 
Fares on railways, trams, buses, cabs, ships and air• 
lines; fees for transporting personal transport equip
ment in ships, trains and aircraft; fees for baggage 
transfer, storage and excess charges; tips to porters, 
etc.; service charges for baggage and special transport 
accident insurance; moving and storage of household 
goods, 

Table 6 I contimus 



Table 6.1. Classification of hous~hold goods and services (continued) 

6, Transparl and communication (continued) 

6.4 Communication (S) 
Postal, telephone and telegraph services, including all 
expenditure on new postage stamps 

7 Recreation, entertainment, education and cultural services 

7 I Equipment and accessories, including repairs 

7 I 1. Wireless and television sets and gramophones 
(D) 

Wireless and television sets; gramophones, 
record players and tape recorders; radio trans
mitting and receiving sets for amateur radio 
stations; clock-radios 

7 I 2 Photographic equipment, music.al instruments, 
boats and other major durables (D) 
At!roplanes; boats and outboard motors; 
cameras, projection equipment, other photo
graphic equipment, binoculars; microscopes 
and telescopes; pianos, organs, violins, corn(EtS 
and other major musical instruments; type
writers; power-driven equipment for wood
working, metal-working etc,; horses; swim
ming pools which are not permanent fixtures 

7 J .3 Other recreational goods (SD) 
Goods purchased in connexion with hobbies 
which are not included in 7 1 2; harmonicas 
and other minor musical instruments not 
included in 7.1 2; records; flowers; sports 
equipment and supplies except sports clothing 
and sports footwear; camping equipment; 
films and other photographic supplies; used 
postage stamps for philatelic purposes; chil
dren's outdoor play equipment; pets other than 
horses; feeding stuffs for pets; exercising 
equipment. 

7.1 4 Parts and accessories for, and repairs to, rec• 
reatiorJa/ goods (SD) 

7.2 Entertainment, recreational and C-ultural services, 
excluding hotels, restaurants and caft?S ( S) 
Expenditure on theatres, cinemas, sports and other 
places of public amusement; expenditure on private 
entertainment such as hiring musicians, magicians, 
clowns, etc for private parties; bridge, social dancing 
and sports lessons; gambling; portrait and other 
services, such as film developing and print processing 
furnished by photographers; bite of wireless and tele
vision sets, aeroplanes, boats, horses and other rec• 
reational equipment; veterinary and other services 
for pets; fees for use of teleferics, ski-lifts and similar 
conveyances; fees to mountain, ski, tourist and other 
guides; radio and television licences where govern• 
ment broadcasting stations exist; admission fees to 
museums, art galleries, historical monuments, and 
botanical and zoological gardens 

7.3 Books, newspapen and magazines (ND) 
Books, newspapers and other printed matter 

7 4., Education n (S) 

Fees to schools, universities, etc. excluding, if feasible, 
payments for food, beverages and shelter 

a In addition, it is desirable to have separately the outlay on 
food, beverages and tobacco made in the case of restaurants, 
cafC!s and hotels, hospitals and other medical institutions, and 
if this expenditure has been included, in the case of payments 
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8 Miscellaneous goods and Jervices 

8" 1 Personal care and effects 

8.1.1. Services of barber and beauty shops, etc (S) 
Services of barber and beauty shops, baths 
and massage parlours 

8'1.2. Goods for personal care (SD) 
Toilet articles and preparations including 
shaving equipment; electric hair driers and 
hair clippers, electric or not, permanent wave 
sets for home use; tooth and toilet brushes; 
repairs to such items 

8 2. Goods n.e c 

82J Jewellery, watches~ rings and precious stones 

8 .. 2 2.. Other personal goods (SD) 
Travel goods, handbags and similar goods; 
umbrellas, walking sticks and canes; pipes, 
lighters, tobacco pouches; pocket knives; 
sunglasses; clocks; baby carriages; repairs to 
such items .. 

8 2.3 Writing and drawing equipment and sup
plies (SD) 
Pens and pencils; rulers, slide rules, drawing 
sets and similar instruments; pe'ncil shar
peners; paper punches, hand stamps and seals; 
typewriter ribbons and carbon and stencil 
papers; stationery; erasers, ink and paper clips 

8 3 Expenditure in restaurants, cafes and hotels n (S) 
Included are the value of food, drinks and tobacco 
consumed; tips for services rendered by the personnel 
of restaurants, cafC!s and hotels; fees for use of 
camping sites and facilities 

8. 3 .1 Expenditure in restaurants and cafes 

8. 3 .2 Expenditure for hotels and similar lodging 
services 

8 .4 Packaged tours b (S) 

All inclusive tours which provide for travel, food, 
lodging, guide services, etC 

8 5. Financial service1·, n.e.c. (S) 

Service charges for life insurance and for insurance 
against civil responsibility in respect of injuries to 
other persons or other persons' property not arising 
from the operation of personal transport equipment; 
actual charges for bank services; fees and service 
charges for brokerage, investment counse11ing, house
hold finance company loans and services of similar 
financial institutions; charges for money orders and 
other financial services provided by the post office; 
and administrative charges of private pension schemes 

8 6., Services, 11.e .c (S) 
Fees for legal services, to tax consultants and to 
employment agencies; membership dues in profes~ 
sional associations; charges for undertaking and other 
funeral services; expenditure for duplicating, blue
printing, photostaling, addressing, mailing and steno
graphic services; payments for copies of birth, death 
and marriage certificates; charges for newspaper 
notices and advertisements; etc 

for educational services 
b In addition it is desirable to have data on the sub-division 

of the tota] outlay into transport, lodging, food and other 
items. 



households make in the domestic market, according 
to the major object (i.e., the purpose) for which the 
goods and services are acquired .. This classification of 
household final consumption expenditure is needed for 
studies of consumers' demand and welfare. The scheme 
of classification is also designed to separate goods from 
services and to draw distinctions between durable, semi
durable and non-durable goods. Semi-durable goods 
differ from durable goods in that their expected lifetime 
of use, though equivalent to one year or somewhat 
longer, is often significantly shorter and their purchasers' 
value is substantially Jess. The classification of goods 
according to degree of durability is valuable for such 
purposes as assessing household stocks of goods and 
the cyclical variation in consumers' demands. 

6.94. The goods included in the categories at a 
given level of classification of the scheme in table 6. 1 
are homogeneous in respect of the major object of 
their use, but sometimes not in respect of their degree 
of durability. In certain instances, goods and services 
are also covered in the same category since these items 
are put to the same type of use In general, more 
detailed categories are needed in order to separate goods 
from services and to classify goods according to degree 
of durabili_ty than in order to classify goods according 
to the maJor purpose for which they are used. Since 
the primary aim of this scheme of classification is to 
distinguish between the purposes for which household 
purchase goods and services, the international classifica
tion has not been overburdened with the detailed 
categories . w~ich_ in certain instances are required in 
order _t? drstmgmsh sharply between goods of differing 
durab1hty. It has also been essential to limit the detail 
of classification of the scheme in order that most 
countries would find it practicable to use. It may how
ever be feasible in the case of a number of countries to 
devise practicable national classifications of household 
goods and services which are comparable with the 
international classification and are sufficiently detailed 
i~ o~der to distinguish precisely between goods of 
d1ffermg degree of durability. It would, in these 
instances, be desirable to construct such schemes of 
classification so that precise data may be compiled in 
respe':t. of go".ds, classified according to degree of 
durabrhty, and m respect of services. 

6.95._ As is said in paragraph 5.92, the related 
categones of the object classification of households' 
goods and services and the purpose classifications of 
government services and of private non-profit services 
to households, are aligned, one with the other. The 
categories of each of the schemes relating to such 
purposes as health, care, education, recreation and 
c_ultural services are defined so as to permit the summa
tion of data on the final consumption expenditure of 
hou~eholds and governments and private non-profit 
services m respect of each of these objectives Because 
of this, as well as the essential character of the classifica
tion _of hou~ehold goods and services, outlays for 
care m hospitals, other medical and welfare facilities, 
and perhaps educational institutions, are not to be 
sub-divided_ into com1:onems such as food, lodging, 
health services etc. This pnnciple is followed through
out the scheme of classification, for example, in the 
cas~ of r~staurants and hotels, ship and rail travel, and 
all-mclus1ve package tours. However, in order to provide 
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data for purposes of certain types of analysis it is 
suggested that supplementary figures be compiled in 
respect of the food, drink, lodging, transport etc. 
included in the relevant outlays. The two-digit level of 
classification in the scheme set out in table 6 .1 and in 
the related scheme of classification of the International 
Labour Office also are aligned, one with the other. 

FINAL CONSUMPIION EXPENDITURE OF GOVERNMENT 

AND PRIVATE NON-PROFIT BODIES (2.20 AND 231) 

6 .. 96. The final consumption expenditure of govern
ment services and private non-profit services to house~ 
holds is equivalent to the value of the services 
and goods which they produce for their own use on 
current account (! 5 and I. 7, respectively) .. The value 
of these services is in each instance equal to the excess 
of the gross output of the producers over the sum of 
their sales of services and new goods and their own
account fixed capital formation Which it is not feasible 
to segregate as an industry. The sales of services and 
goods have already been described in the case of house
holds in paragraphs 6.89 and 6.91 above. The para
graphs below are devoted to defining the sales to indus
tries and between the non-profit producers themselves 

Sales to industries 

697. Business units, like households, make the 
following types of payment to government bodies: in 
respect of the purchase of goods and services; air
port, passport, court and licence duties and lees; fines 
and penalties; and in respect of taxes. The principles 
of distinguishing these categories of payments, one 
from the other, are identical with the criteria given in 
paragraphs 6 .. 89 and 6.90 above. In the case of pur
chases, there should be a clear link between the pay
ment and the acquisition of services or goods and the 
decision to make the payment should be voluntary. On 
the other hand, passport, airport, court and similar 
duties and lees are compulsory but unavoidable pay
ments linked with given services; and taxes are primarily 
designed to raise revenue. 

6.98. Examples of items which business units may 
purchase from government services are timber from 
forest preserves, seed from agricultural experimental 
stations, publications, or surplus goods. These pur
chases, except in the case of surplus goods, are a form 
in which the producers of government services dispose 
of their gross output and are classed as sales (purchases) 
of commodities. Sales of surplus goods are to be 
recorded in the accounts of the appropriate government 
service in respect of stocks or intermediate consumption. 
Passport, airport, court, licence and similar duties and 
lees are in the case of industries and other classes of 
producers classed as indirect taxes. This is also so in 
respect of motor vehicle duties, which, unlike the afore
mentioned lees, are primarily designed to raise revenueo 
Income taxes are the form in which business units pay 
dirnct taxes; and fines and penalties are treated as 
another category of current transfers (The transactions 
in respect of indirect and direct taxes, etc. are dealt with 
in detail in paragraphs 7.25 through 7.33 and Table 7.1.) 

6.99 Most of the payments which business units 
make to the private non-profit bodies serving house-



holds are likely to be classed as transfers. However, the 
business units may make some purchases of services 
and new goods, for example, payments in respect of 
publications or research and consultation services from 
units of educational institutions which cannot be 
separated out into industries. In all these instances, 
there should be a clear and direct link between the 
payment and the provision of specific services and/ or 
goods; and the transactions should be classed as sales 
(purchases) of commodities 

Between the non-profit producers 

6.100. Government bodies may also make payments 
to private non-profit bodies which should be classed 
as purchases of services or new goods. In these instances 
there must be a clear and direct link between the pay
ment and the provision of specified services and goods. 
For example, payments made in connexion with a 
contract between a government department and a 
private non-profit body which specifies the services to 
be rendered, the links between the services and the 
payment, and the standards to be observed, should be 
classed as purchases. The government service may make 
the purchases for the benefit of individuals, for example, 
in the circumstances described in paragraphs 6 73 and 
6. 74 above, or for other purposes. When government 
services make payments to private non-profit bodies in 
circumstances other than those just described, the pay
ments are to be treated as transfers. In general, the 
sales of private non-profit services to government bodies 
would be sales (purchases) of commodities. 

6.101. Sales (purchases) of services and new goods 
may also occur between organs (levels) of government, 
for example, a central government and a local govern
ment. The criteria for distinguishing between receipts 
(payments) for services and goods and current transfers 
in these cases should be the same as in the case of' 
similar transactions between government departments 
and private non-profit bodies Transactions in services 
and new goods between organs of general government 
are however to be classed as non-commodity sales 
(purchases). 

Gross capital formation (2.5 and 2.6) 

6.102. Gross capital formation, that is increases in 
stocks and gross additions to fixed assets, during a 
period of account is made up of the outlays of 
producers on commodities which do not enter into the 
intermediate consumption of the period. The fun
damental distinction between intermediate consumption 
and gross capital formation is whether commodities 
are considered to be used up during a period of account, 
or to yield benefits in the future Nonetheless, as is 
indicated in paragraph 6.63 above, intermediate 
consumption does cover such outlays of producers 
as research and development or advertising expenses. 
This convention has been adopted because the outlays 
are not embodied in tangible assets and the accrual 
of future benefits from the expenditure is uncertain 

6.103 .. Gross capital formation 
measuring gross additions to tangible 
period of account Non-reproducible 

falls short of 
assets during a 
tangible assets, 

such as land, mineral deposits, and the natural growth 
of standing timber or crops, are not included in gross 
capital formation, just as these assets are excluded from 
the supply of commodities. However, outlays on 
improving land and developing or extending mining 
sites, timber tracts and plantations, are considered to be 
part of gross fixed capital formation. In any case, pur
chases and sales of land, mineral deposits, timber tracts, 
etc. are shown in the capital finance accounts of the 
system; and the value of holdings of these capital assets 
is to be recorded in the balance sheet accounts. 

6. 104. It is convenient to deal with the definition, 
valuation and classification of increases in stocks and 
gross additions to fixed assets separately, though 
problems of distinguishing between these two flows do 
arise, 

THE SCOPE OF STOCKS (25) 

General definition 

6 I 05. Stocks consist largely of the materials and 
supplies, work-in-progress, and finished products and 
goods in the possession of industries. Standing timber 
and crops are excluded from stocks, but logs and 
harvested crops are included. Producers of government 
services may also engage in transactions in stocks. 
These transactions relate primarily to stocks of strategic 
materials, grains and other commodities of special 
importance to the nation, and to the sales of large lots 
of surplus goods discussed in paragraph 6 65 above .. 

6 I 06 In principle, the stocks of the producers 
consist of goods which they own, that is have legal title 
to, whether or not they are in physical possession of 
the goods. In practice, it may be necessary to deviate 
from this principle in recording additions to, or with
drawals from, stocks in the case of imports or exports 
of goods (See paragraphs 6.131 and 6.132 below . .) 

Boundary problems 

6.107. Questions of the boundary line between in
creases in stocks and gross fixed capital formation 
during a period of account arise in respect of heavy 
machinery and equipment, structures and other forms 
of construction which are produced on order, and take 
a considerable time to complete. While work put in 
place during a period of account on uncompleted 
heavy machinery and equipment is to be accounted for 
in the increase in the stocks of the producer of the 
goods, work put in place on structures, roads, dams, 
ports and other forms of construction is to be included 
in gross fixed capital formation of the unit for which 
the constructioo is being carried out. Construction pro
jects generally take longer to complete entirely than do 
machinery and equipment; and are not infrequently put 
to use when partially completed. And, payments 
which cannot be separated from other outlays on fixed 
capital formation are common in respect of construc
tion projects. Morever, considering work put in place 
on construction as fixed capital formation results in 
the most useful data for purposes of analysing the 
factors of demand for commodities which contribute to 
fluctuation in economic conditions. For purposes of 
other aspects of economic analysis, for example, capital 
output coefficients, it is desirable, if feasible, to classify 
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the value of construction works into completed and 
uncompleted projects 

6 108. Questions of distinguishing between stocks 
and fixed assets also arise in respect of livestock. 
Breeding stocks, draught animals, dairy cattle and 
animals raised for wool clips should, in principle, be 
classed as capital assets Other livestock are to be 
considered part of stocks Some countries may find it 
necessary in practice to restrict the scope of gross fixed 
capital formation in livestock to a greater degree than 
is proposed This is so because certain of the animals 
to be classed as capital assets may frequently be 
slaughtered for meat, hides, etc. after a few years of 
use, or are not easily distinguished in the livestock 
statistics of the country. In order to facilitate interna
tional comparisons of data on livestock, individual 
categories in respect of livestock are included in the 
recommended classification of increases in stocks and 
of gross fixed capital formation 

THE VALUATION OF CHANGES IN STOCKS 

6 I 09 In principle, gross additions to stocks should 
be evaluated at purchasers' values where acquired from 
other economic agents, or at the producers' values 
where the additions have been processed internally .. 
The purchasers' and producers' values which are cur
rent at the time the additions are made should be used. 
Similarly, stocks withdrawn for internal processing, or 
on sale, are to be evaluated at current producers' values 
if already processed internally or at purchasers' values 
if this is not the case Producers' values for partially 
processed commodities are of course to be assigned in 
terms of the prices which the given commodities would 
fetch on the market if sold in that state. 

6.110. These principles of valuing gross additions 
to, and withdrawals from, stocks are consistent with 
the principles of valuing gross output and intermediate 
consumption. (See paragraphs 6.16 and 6.56 above.) 
The gross output of commodities will be valued uni
formly, irrespective of the use to which the items are 
disposed of. This also ensures that whenever part of 
the stocks is either sold or withdrawn and used up in 
production, a charge will be made in respect of stocks 
that is sufficient to provide for its replacement at cur
rent prices on the market. 

6. 111. The principles of stock valuation used in busi
ness accounting vary; and are often different from those 
required for the national accounts. While additions to, 
and withdrawals from, stocks which have been pur
chased are generally valued at purchasers' values, 

}dditions and withdrawals which have been processed 
,mternally are often valued at direct costs, explicit 
•costs, or these costs plus a fixed margin, instead of at 
.producers' values .. Prices in respect of withdrawals may 
·be assigned at cost on the basis of first-in, first-out; 
tst-in, first-out; average over some period, etc, or, if 
0 wer, market values may be utilized in the case of 
purchased goods. Thus, the accqunts of business units 
In respect of stocks will probably neither reflect the 

ode of valuation nor measure the physical change in 
!tocks which are wanted for the national accounts The 
~alues on these accounts will reflect changes in the unit 
Pnc~s? in addition to changes in the quantities, of com

od,ties; and will consequently include capital gains 

or losses arising from fluctuations in prices. Moreover, 
a limited degree of comparability will exist in the book 
values which business units give in respect of stocks 

6.112. Unless data are available in respect of the 
quantities of individual commodities held in stocks, it 
will therefore be necessary to adjust the available busi
ness accounting data in order to approximate as closely 
as is possible the value of the physical change in stocks 
during a given period, measured in the appropriate 
prices on the market, current at the lime additions and 
withdrawals were made. The measure of physical 
change should lake account of withdrawals from stocks 
due to the normal losses and damages experienced in 
stocks of commodities 

6 113 The closest feasible approximation to the 
desired measure may be the difference between the 
levels of stocks at the beginning and end of the period, 
both valued at the appropriate average prices ruling 
over the period. In determining the average prices, it 
may be impracticable to use producers' values in the 
case of commodities which have been processed inter
nally. Instead, it may be necessary to use the explicit 
unit costs ruling over the period. It should be feasible 
to use purchasers' values in the case of goods which 
have not been processed internally In any case, in 
making the estimates, it will be necessary to distinguish 
stocks of purchased goods, work in progress and 
finished goods, one from the other, and to classify 
each type of stock into broad categories of commodi
ties. The estimates of the value of the physical change 
in stocks during a given period will no doubt differ 
from the change in value shown by the book figures of 
business units It will be desirable to exhibit the two 
sets of data. 

CLASSIFICATION OF STOCKS 
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6.114. Changes in stocks are classified in the stan
dard tables of the system according to the kind of 
economic activity of the owner or according to type. 
The latter classification is given in table 6.2 below. 
As in the case of the other uses to which goods and 
services are disposed of, the system also provides for 
the classification of changes in stocks of goods into 
(i) stocks of newly produced and imported goods 
classified according to the industries which characteris
tically produce these commodities, (ii) stocks of second
hand goods classified according to type of good, and 
(iii) stocks of scraps and wastes, classified according to 
type of material. 

DEFINITION OF GROSS FIXED CAPITAL FORMATION (2.6) 

Compo.sition 

6.115 Gross fixed capital formation consists of the 
outlays of industries and the producers of government 
services and of private non-profit services to house
holds, en additions of commodities to their fixed assets, 
reduced by their net sales ( sales less purchases) of 
similar second-hand and scrapped goods. The com
modities in question may be purchased or produced on 
own account. Included are (i) the acquisition the 
producers make for civilian use of durable goods, items 
the lifetime of use of which is one year or more, except 
land, mineral deposits, timber tracts and the like, 



Table 6.2. Classification of stocks according to type 

1. Goods producing industries 

Agriculture, forestry and logging, and fishing; mmmg, 
manufacturing, and electricity, gas and water supply; and 
construction 

1.1 Malerials and supplies 

All materials, components, parts and supplies acquired 
for extracting, processing, fabricating, assembling, 
repairing, etc commodities and for construction 
works; coal, oil and other fuels purchased for con
sumption; stocks of fertilizers, insecticides, seeds, 
feeds and similar goods of agricultural producers; 
greases and other lubricants; purchased non-durable 
containers, factory packaging, office and other sup
p1ies 

L2. Work-in-progress 
Goods which have been partially processed, fabricated 
or assembled by the goods-producing establishments, 
but which are not usually sold, shipped or turned 
over to other establishments without further pro
cessing, Partially completed construction works are 
excluded. 

1.3 Livestock except breeding stock, dairy cattle and the 
like 
Livestock raised for slaughter; all chickens and other 
fowl; and other livestock except those enumerated in 
table 6 3 below., 

1 .4 Finished goods 

Commodities of the goods-producing establishments 
which are ready for sale or shipment by these units, 
including items which are usually sold by the units 
in the same form as when purchased. Construction 
works are excluded 

2. Wholesale and retail trude 
Goods acquired by units classified to wholesale and retail 
trade for sale or for use as fuels and supplies 

3 Other industries 

Stocks of coal, oil and other fuel and of repairing and 
maintenance supplies of the transport, communication, 
financial and other industries n .. e .. c.; non-durable con
tainers, packaging, office and miscellaneous supplies; all 
other stocks of these industries .. 

4 Stocks of government ser11ices 

Stocks of strategic materials, grains and other commodities 
of special importance to the nation, of the producers of 
government services 

(ii) expenditure on the improvement and alteration of 
the durable goods which significantly extend the ex
pected lifetime of use, or productivity, (iii) outlays on 
the reclamation and improvement of land_ and the 
development and extension of timber tracts, mines, 
plantations, orchards and similar agricultural holdings, 
(iv) purchases of breeding stocks, draught animals, 
dairy cattle and the like, and ( v) dealers' margins, 
service charges and other transfer costs in respect of 
transactions in land, mineral deposits, timber tracts and 
similar non-reproducible assets .. Excluded from gross 
fixed capital formation are government outlays in re
spect of construction works and other durable goods 
which are to be used primarily for military purposes. 

6.1 I 6. The commodities which enter into fixed 
capital formation are new items which are produced 
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domestically and new and second-hand goods which 
are imported. Included among the imports of a country 
are the outlays in foreign countries of the embassies, 
consulates and other extra-territorial establishments of 
the government of the given country, on new non
transportable and transportable fixed assets, reduced 
by their net sales of similar second-hand and scrapped 
goods. Similarly, the net outlays of foreign embassies, 
consulates and other diplomatic bodies located in a 
country on fixed assets produced there, are to be 
recorded in the exports, and not the gross fixed capital 
formation of the given country. The fixed capital out
lays of international agencies located in the country are 
treated in an identical manner. 

6 .11 7. As in the case of the other uses to which 
goods and services are disposed of, the transactions in 
respect of gross fixed capital formation are classified in 
the system into (i) outlays on commodities, classified 
according to the industries where the items are charac
teristically produced, (ii) net sales of second-hand fixed 
assets, classified according to type, and (iii) sale_s of 
scrapped fixed assets classified according to matenaL 

Time of recording 

6 .118. As in the case of other transactions, the 
acquisition of fixed assets by purchasers should, in 
principle, be recorded in their capital accounts at the 
moment they take legal possession of the items in que.s
tion. When machinery and equipment are bought m 
completed form, the purchaser usually acquires. the 
legal title to the items when they contract for delivery 
of the goods in question. In the case of hire-purchase 
arrangements, it is desirable to adopt this time as the 
moment at which the buyer acquires ownership th?ugh 
legal title passes at a much later _date. When machmery 
and equipment are produced on order for buyers, they 
are considered to take ownership of the goods at th_e 
time these items are completed. This is often the posi
tion from a legal standpoint though they may make 
progress payments in respect of the orders, and enter 
these advances in their capital accounts. For purposes 
of the national accounts, the progress payments are, 
in ·principle, to be treated as trade advances of the 
buyers of the machinery and equipment to the produ
cers of these items. In the case of the construction on 
order, of buildings, roads, dams and other wor_ks, 
however, the buyers are considered to take posses~1on 
of any work which has been put in place on the pro1ect 
When producers make fixed assets on their own ac
count, the value of the work put in place during a 
period of account should also be classed as the gross 
fixed capital formation of the period. 

Valuation 

6..119. Outlays on additions to the stock of fixed 
assets should, in principle, be valued at purchasers' 
values. However, it may be impracticable to value fixed 
assets produced on own-account in this manner, par
ticularly in the case of the construction of structures 
and other works and alterations in fixed assets Not 
infrequently, it may be necessary to resort to valuing 
such own-account production at exp1icit cost, including 
any imputations which may be required in respect of 
the employed own-account Jabour. The purchasers' 



values in respect of gross fixed capital_ fo_nna,tion are 
sub-divided into (i) basic values? d1stnbuhon and 
transp0rt margins and net commod!ly taxes m one of 
the standard input-output tables of the system and 
(ii) producers' values and distribution and. t_ransport 
margins in the Class II accounts on comm_od1t1es Pur-
chasers' va]ues, unpartitioned, are used m the other 
standard accounts and tables of the system. 

6.120. The purchasers' values in respect of gross 
addltions to fixed assets should cover au costs d!rectly 
connected with the acquisition and the_ mstallat10n of 
the items for use. These values compnse the cost of 

of the fixed assets on the market, customs 
purchase and other indirect taxes and fees paid 

government, transport, delivery and installati?n 
charges direct preliminary outlays such as for site 

••clearan~e and the fees of architects, designers and 
:c'engineers, and all legal costs. Indirect outlays for pur
".'poses of financing the acq~isition of the fixe_d ~ssets, 
'.for example, flotation costs m !es_rect of secun(Y 1ss:1es 
.:Such as underwriters' comm1ss1ons and registration 
charges, service charges. in respect . of loans, and ex
penses of special advert1smg campmgns, are excluded 
Such expenses are treated ~s inte_rmediate cons~mption 
in the period of account m which they are mcurred 
ijiough they may be capitalized in the business 
'~C_c9unts, 

ROBLEMS OF DISTINGUISHING GROSS FIXED CAPITAL 

FORMATION FROM OTHER FLOWS 

In addition to the questions of the borderline 
'tween increases in stocks and gross fixed capital 
rfuation which are discussed in paragraphs 6 107 
')i6.108 above difficulties may occur in drawing 

"'"'Jions betw~en intermediate consumption and 
fixed capital formation. Though common prob
'.fthe type are dealt with in the ea_rlier _secti_on of 
~apter on intermediate consumpt10n, It will be 
to consider some of these questions in greater 

Military facilities 

· . Outlays by government services on the con
. or alteration of family dwellings, but not 
barracks, for personnel of the armed forces, 
· ed as gross fixed capital formation The 

. between family dwellings and military bar
sed on the type of housing provided; family 
re facilities which are similar to the dwellings 
,normally used by civilians. On the other 

construction of schools, hospitals, airfields or 
se by the armed forces is classed as inter-

,1:sumption though these facilities might be 
han use.. This is also the case for motor 
e_d for military purposes. The transfer of 
, s to civilian purposes at a later date con-
~,ddition to the stock of fixed assets .. Such 
flUld, in principle, be evaluated at the pur
l/es current at the mome'nt they are made. 
Jllart entry is a reduction in the inter
n_sumption of the relevant government 

Ys .on the conversion of schools, hospitals, 
and the like to civilian use are also to be 
toss fixed capital formation. 
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Capital and current repairs 

6. I 23. Expenditure on current repair and main
tenance make good breakages in fixed assets and keep 
them in proper working order, while outlays on capital 
repair and alteration lengthen the expected normal life
time of use of fixed assets, or increase the productivity 
of these goods, significantly The capital outlays should 
consist of sig~ificant alterations and additions to, or 
replacements m, the parts of fixed assets. In order to 
be classified as fixed capital formation, the newly in
corporated parts should have an expected lifetime of 
use of one year or more and involve substantial out
lays; and should also lengthen the expected lifetime of 
the use of the fixed assets, or alter the character or 
volume of the services which they yield. Thus, for 
example, the replacement of the tires of trucks, dies, 
bits and cutting parts of presses or lathes, painting and 
re-decorating of dwellings, should not be treated as 
gross fixed capital formation. On the other hand, the 
complete replacement of engines in trucks or of motors 
in presses and lathes, or the addition of rooms to 
dwellings, may be treated as fixed capital formation. 

Outlays on development 

6 124. Significant expenditure on the development 
and extension of plantations, farms, timber tracts, 
mines and similar tangible capital, should be treated 
as gross fixed capital formation rather than as inter
mediate consumption. These outlays may be for land 
clearance and reclamation, preparation and extension 
of sites, pits and wells for extracting minerals and 
petroleum, construction of irrigation works and wells, 
preparation and initial stocking of fish ponds, clearing 
and planting timber tracts, and clearing, planting and 
tending orchards, rubber plantations, vineyards and 
similar new holdings, which begin to yield crops only 
after years of cultivation. When such new holdings 
become productive, outlays on replanting, cultivating 
and other operations should be classed as intermediate 
consumption. In general, relatively small outlays for 
such purposes as fencing and water holes for operating 
farms and ranches are to be considered as intermediate 
consumption. Small-scale expenditure on installing 
timber supports and lengthening mining shafts and on 
sinking test shafts and similar construction works in 
prospecting for minerals are also to be classed as inter
mediate consumption . 

Structures 

6.125. In the case of the construction of dwellings, 
factories and commercial buildings, the gross fixed 
capital formation should cover all outlays for purposes 
of placing these structures in condition for use, except 
the value of the land before improvement For example, 
the capital outlays in respect of dwellings should in
clud~ the cost of external and internal painting, in
stalhng all permanent fixtures, such as fixed stoves, 
central heating, lighting and water-supply facilities, and 
all other fixed equipment which is customarily installed 
before renting. The outlays should not include expendi
ture on furniture, household implements and similar 
equipment 

6126. Gross fixed capital formation in dwellings, 
factories and commercial buildings will also include 



major alterations in, and additions to, the structures, 
for example, installation of new central heating and 
air conditioning systems, addition of floor area, rooms, 
etc. and major changes in dividing walls. However, 
external and internal painting of old buildings and 
repair or replacement of worn-out and damaged gutters, 
plumbing and boilers, are to be treated as intermediate 
consumption. 

6127. Outlays on current repair and maintenance 
of rented dwellings should be included in intermediate 
consumption if paid for by the owner, but in household 
consumption expenditure if paid for by the tenant. In 
the case of owner-occupied dwellings, the outlays would 
be included in the intermediate consumption of the 
industry '.'Owner-occupied dwellings", and thus in the 
imputed gross rent and final consumption expenditure 
of the owners. 

6. I 28. When dwellings, factories or commercial 
buildings are purchased (sold), the value of the struc
ture and the transfer costs only are to be accounted 
for in gross fixed capital formation. The value of the 

site of the structure which may be part of • 
action should be accounted for in the flow •• 
of land, net" in the capital finance ~ccou11 
transactors .. It may not always be feasible to_· 
the value of the land from the value of the •· 
Where this is the case, the entire value of the 
tion, except the transfer costs, might be inci 
the value of the net sales of second-hand fiice' 
The transfer costs are to be included in the co· 
component of fixed capital formation. · · 

CLASSIFICATION OF GROSS FIXED CAPITAL 

6.129 In addition to the classifications d 
in paragraph 6.117 above, the system pn;>vides 
classification of gross fixed capital formation a 
to the kind of economic activity of the owner· 
type of fixed assets. The classification accordiri 
type of fixed assets is given in ta~le 6..3 belp 
definitions of the categories shown m the_ table_ 
men! the definitions of gross fixed capital fo 
given above. 

Table 6.3. Classification of gross fixed capital formation according to type 

Residenlial buildings 

Value of work put in place on the construction of buildings 
which consist entirely or primarily of dwellings; expen~ 
diture on major alterations in, and additions to, these 
buildings; and transfer and similar costs in respect of 
purchase (sale) of existing residential buildings. Included 
are outlays on the external and internal painting of new 
buildings and on the installation of new permanent fixtures 
such as fixed stoves, central heating, air conditioning, 
lighting. plumbing and water-supply facilities, and all other 
fixed equipment customarily installed before dwellings are 
occupied Ex.eluded are repair and replacement of worn-out 
or damaged fixed equipment and fixtures.. Also classified 
here are the sales proceeds and purchase cost, except the 
included transfer costs, of transactions in existing residen
tial buildings, leaving out the site of the buildings. Hotels, 
autocourts and similar buildings operated for purely tran
sient occupancy are considered to be non-residential 
structures 

2 No11-reside11tiul buildings 

Value of work put in place on buildings and structures 
which are entirely, or primarily, for industrial or com• 
mercial use; outlays on major alterations in, and additions 
to, these buildings and structures; and transfer and similar 
costs in respect of purchases (sales) of existing non
residential buildings Examples of non-residential buildings 
are factories, warehouses, office buildings, stores, restau
rants, hotels, garages, farm buildings such as stables and 
barns, and buildings for religious, educational, recreational 
and similar purposes Also included are outlays on the 
installation, alteration and improvement of fixtures, fa
cilities and equipment which are integral and unmovable 
parts of the structures, but not expenditure on the repair 
or replacement of such worn-out or damaged fixtures and 
equipment. Classified here as well are the sales proceeds 
and purchase cost, net of any transfer costs, of transactions 
in existing non~residential buildi,ngs, leaving out the value 
of the land which may be involved in the transaction 

3, Other construction except !and improvemenl 

Value of ,work put in place on the construction and major 
~Iteration or renewal of non-military works, such as the 
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permanent ways of railroads, roads, streets, s_ewers, f> 
viaducts, subways and tunnels, h_a;~ours: piers a~d 
harbour facilities, car parking fac1httes, a1rports, pipe,? 
oil-wells and mine shafts canals and waterways, :W-, 
power projects, dams and dikes which are not pa: 
irrigation and flood control projects, aqueduct_s,_ dra1 
and sanitation projects, athletic fields, electncity t__r 

mission lines, gas mains and pipes, telephone and tele 
lines, etc .. Includes the cost of raising the surf~ce of f~ 
building sites, levelling the sites, and laymg oul-1-
necessary streets and sewers, but excludes ~rouncl 
within the building line, which should be mclude'q 
residential or non-residential buildings, as the ~ase may 
Also included are transfer and similar c?sts m respec; 
purchases (sales) of existing assets of this type Class~, 
here as well are the sales proceeds and purchase cos~, 
of included transfer costs, of transactions in such. exis 
assets, leaving out, if feasible, the value of the mvol , 
land 

4., Land improvement and plantalio11 and urchard deve/opm. 

4.l. Land improvement ,, 
Outlays on all land reclamation and land cl7~riin_9

1
: 

irrespective of whether it represents an addditiofln .. ,do 
• · 1· an oo total land availability or not; 1rnga ion 'ri 

control projects and dams and dikes which ar~ P: ,_ 
of these projects· clearance and afforestation of Um ~r;, 
tracts and foresls· and the transfer coSts of transac~: 

• · ts d conces· 
tions in land farms, mineral deposi an d d 

' fi h. oun s an sions, timber tracts and forests, s mg gr 
concessions, and similar natural resources 

4.2 .. Pla,uation, orchard and vineyard dev·etopment 

Expenditure on planting and cultivating ~ntil nd 
yield crops of orchards, rubber plantat1onS, ~ 
other new holdings of fruit-bearing and sap-beanng 
plants which take more than a year to become 
productive 

5 I ransport equipment 
Purchasers' value of new and imported, completed sht5

• 

aircraft, railway and tramway rolling stock, tractors or 



Table 6.,3 .. Classification of gross fixed capital formation according to type (continued) 

5 Transport equipment (continued) 
road haulage, trucks, moving vans and the like, motor 
vehicles, carts and wagons acquired by industries, govern
ment services for civilian use and private non-profit 
services; outlays on major alterations and improvements in 
existing transport equipment of this type owned by these 
units; and dealers' margins, transport and other transfer 
costs in respect of purchase (sale) of such second-hand 
assets. Transport equipment acquired for military purposes 
is excluded Also classified here are the proceeds of sales 
by resident producers of their. old and scrapped t_ransport 
equipment and the cost of their purchases, net of mcluded 
dealers' margins and other transport charges, of second
hand transport equipment for use as such 

Machinery and equipmenl 

6.L Agricultural machinery and equipment 
Purchasers' value of new and impOrted agricultural 
machinery and equipment such as harvesters, thresh
ers, ploughs, harrows and other cultivators, and 
tractors other than for road haulage; outlays on major 
alterations and improvements in such machinery and 
equipment; and dealers' marnins, transport and other 
transfer charges in respect of the purchase (sale) of 
second-hand agricultural machinery and equipment. 
Also classified to this category are the proceeds of 
the sales of old and scrapped agricultural machinery 
and equipment by farmers and the cost, net of in
cluded dealers' margins and other transfer charges, of 
their purchases of such second-hand items. 

:Exports and imports of goods and services 
(2.10 and 1.10) 

COMPOSITION AND TIME OF RECORDING 

.1.30. Exports and imports of goods and services 
sist of the transactions in these items of the residents 

.. given country with the rest of the world. These 
actions are, for the most part, in items which are 

" d as commodities and, to a minor extent, in items 
· h are classed as other goods and services. 

1_3 I. The transactions should, in principle, be 
.<led in the national accounts at the moment at 
h the ownership of (legal title to) the goods in 
Jon passes between residents and non-residents, or 
·.rvices are rendered by either group of transac

the other. This is the principle of the time of 
ing transactions used in respect of the accounts 
.. system on the disposition of goods and services 
. uses; and it is identical with the principle used 
.. ~lance-of-payments accounts of the International 

•. ary Fund. However, as most of the data on 
and imports of goods will necessarily be based 

rnational trade statistics, the time of recording 
._lions' employed in these statistics will frequently 
1!Je the approach to recording these transactions 
!n practice, is adopted in the national accounts . 
.III be so especially in the case of the data on 
.. and imports of goods which are to be classified 

g_ to categories of commodities. International 
tistics generally record the physical movement 
across specified boundaries of a country-her 
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6 2. Other 
Purchasers· value of additions of new and imported 
durable goods not elsewhere classified to the fixed 
assets of resident producers; their outlays on major 
alterations, improvements nnd renovation of these 
goods; and dealers' margins. transport and other 
transfer charges in respect of the purchase (sale) of 
second-hand fixed assets not elsewhere classified In
cluded are power generating machinery; office 
machinery, equipmenl. furniture and furnishings; art 
objects; metal working machinery; mining, construc
tion and other industrial machinery; cranes and fork
lift equipment; durable containers; equipment and 
instruments used by professional men; and equip
ment, furnishings and furniture for use by hotels. 
boarding houses, restaurants, hospitals, research insti
tutions, schools and other services Items of small 
value, such as hand tools, office desk equipment and 
furnishings, may be excluded on practical grounds if 
the customary accounting procedure is to treat them 
as a current expense Also classified here are the pro
ceeds of sales by resident producers of their used 
and scrapped fixed assets of the same type and the 
cost, net of dealers' margins and other transfer 
charges, of purchases of these second-hand items by 
resident producers for use as fixed assets 

7, Breeding .Hock, draught a11i11wls. dairy cattle t111d the like 
Value of additions to, less disposals of. breeding stock, 
draught animals, dairy cattle. sheep, llamas. etc raised for 
wool clipping 

customs frontiers or in addition, her free-area and 
customs-warehouse boundaries. " 

6132. Where this basis of recording exports and 
imports is adopted in the national accounts in \he case 
of most goods, it will be necessary to align the other 
accounts of the system with it. For example, the 
accounts of industries in respect of stocks of the goods 
in question should be adjusted to take account of the 
sales to, and purchases from, the rest of the world of 
the items which have not yet crossed the appropriate 
frontier; and receipts in respect of these sales, or 
payments in respect of purchases, should be recorded 
as trade advances received from, or made to, the rest 
of the world, respectively On the other hand, where 
the principle of recording exports and imports of all 
goods at the moment that ownership passes is adopted 
in the national accounts, it will be necessary to adjust 
the international trade statistics of merchandise. In 
these circumstances, when classifying exports and 
imports of goods and services according to type, it will 
be desirable to exhibit the adjustment separately so 
that the scope of the main category of the classification 
in respect of goods will correspond as closely as is 
possible to the international trade statistics of mer
chandise. 

6. 13 3 In the case of either approach to recording 

ii For the United Nations recommendations in respect of 
international trade statistics, see Yearbook of International 
Trade Statistics, 1966, United Nations, New York, 1968, and 
The Treatment of the Main Categories of Commodities in the 
Inward and Outward Flows in lriternationat Trade, Statistica1 
Office of the United Nations, IT/STAT/27, 15 April 1968. 



transactions that is outlined above, essentially the same 
practical difficulties will be encountered in determining 
the required adjustments for the differences in timing 
between the physical movement of merchandise across 
given boundaries and the change in the ownership of 
the goods, It will usually be necessary, for example, 
to gather data in respect of the transactions (sales and 
purchases) in goods between resident businesses and the 
rest of the world which have been recorded in their 
accounts on stocks, but not in the international trade 
statistics, Information will also be required, though 
not for purposes of making the adjustments in question, 
in respect of goods sent to, or received from, the rest 
of the world, on consignment for sale or for processing 
which have been reflected in the international trade 
statistics but not in the business accounts on stocks 

6 134, It is appropriate for purposes of the accounts 
to impute a change of ownership when goods are sent 
abroad, or received from abroad, on consignment for 
sale or for processing, and thereby promote consistency 
between the accounts and international trade statistics. 
It is however not suitable to impute a change of owner
ship when goods are shipped to, or from, the rest of 
the world for repair, though such goods are included in 
international trade statistics at full transaction value 
each time the goods cross the frontiers of the country 
of the owner and the country of the repairer, Instead, 
the value of the repair services only should be recorded 
in the imports of the country of the owner of the goods 
and in the exports of the country of the repairer.. 
Transactions between residents and non-residents of a 
country in respect of repair services, but not in respect 
of goods sent for sale on consignment, are treated in the 
same manner in this system and the third edition of the 
Balance of Payments Manual of the International Mone
tary Fund, In the case of goods sent to, or received from, 
the rest of the world for processing, there is partial con
cordance between the national accounts and the third 
edition of the Manual, It should be noted that the Inter
national Monetary Fund is engaged in revising the third 
edition of the Balance of Payments Manual and that the 
work of ensuring consistency between this system and 
the ,:iext edition of the Manual has been pursued, and 
contmues 

6 135, Irrespective of the time of recording exports 
and ,mports of merchandise which is adopted in the 
national accounts, it will of course be necessary to 
?upplement the international trade statistics of a country 
m order to compile data on all transactions in goods 
between her residents and non-residents for purposes 
of the national accounts, This will be the case even 
where the general trade system of international trade 
statistics is used, For example, data must be added on 
external transactions in respect of the bunkering of 
ships and aircraft, fish landed abroad off national 
fishing vessels, the vessels and oil and gas rigs legally 
owned by non-residents but operating in the domestic 
territory of a country for which nominal resident 
branches are to be raised, the transfer of migrants' 
household and personal effects, and gifts between 
households, Also to be recorded in the national 
accounts of a country, but not the international trade 
statistics, are the purchases which her resident indivi
duals make abroad and which non-residents make in 
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her domestic market and the purchases ab 
direct use there by the government of the 
On the other hand, for purposes of the.', 
accounts, it wi1l be necessary to eliminate cert· 
from the international trade statistics of a coun 
example, in addition to the figures of repair 
mentioned above, this will be the case in re 
machinery, equipment and other goods se 
received, for purposes of leasing or rental, Th~ 
received or paid for these items are classed,) 
export or import of a service, respectively,:] 
national accounts, as well as the balance of pay 
while the full transaction value of these it 
included in the international trade statistics 
time the goods cross the customs frontier of a 

VALUATION 

6, I 36, As in the case of other transactions 0 
system in goods and services, the exports and ini 
of a country are to be valued at the transaction v 
on the market This is also the principle of valua 
that is used in international trade statistics and, 
balance of payments accounts of the lnternati 
Monetary Fund, As in the case of international t 
statistics, the transaction values in respect of expor 
merchandise are taken fo,b the customs frontier 
the country of export and the transaction values· 
respect of imports of merchandise are taken cif, J 
customs frontier of the importing country, Covered, 
the f,o,b. values of exports are all costs of transport 
the goods to the customs frontier of the exporti 
country, export duties, and the cost of loading the goo·, 
on to carrier's vessel unless the latter cost is borne 
the carrier. Import duties assessed, and subsidl 
granted, on imported goods are not reflected in t,,, 
c,i f, value of imports; nor should the cost of unloadm 
the goods from the carrier's vessel be included in thi, 
value unless it is borne by the carrier, 

6 13 7. The c,if value of imports of merchandise.°' 
course includes the charge for transporting and insunn 
the goods from the country of export to the count , 
of import, irrespective of the residence of the produce:s 
who render the services, Consequently, the charges 1q 
respect of these services which are rendered by thet 
resident producers of the country of import should _be.,, 
included in her exports of transport and msurrn_g: 
services Since data are desired in respect of the magm,:, 
tude of the actual exports and imports of transport and 
insurance services, as well as the f o. b value of imports 
of merchandise, it is recommended that the c Lf, value, 
of imports should be classified into the f.o.b value, the 
charges for the transport services and the insurance 
services of non-resident producers, and the charges for 
such services rendered by resident producers; and that 
the value of exports of transport services and of 
insurance services be classified into charges in respect 
of imports of merchandise md all other charges 

CLASSIFICATION 

6 138 Attention was called in paragraph 6, I 32 
above to the advantages of classifying the ext~rnal 
transactions in goods and services in the nat10nal 
accounts so that the exports and imports of merchan
dise measured in international trade statistics are 



segregated from the external transactions in other goods 
and in services. The scheme of classification, which is 
set out in table 6.4 below, is designed to bring this 
about, as well as to serve other important purposes. It 
provides for the major distinctions of the system in 
respect of goods and services, for example, between 
commodities and other goods and services and between 
kinds of commodities and categories of other goods and 
services; and allows for the adjustment of the time of 
recording exports and imports of merchandise from 

the time of recording which is used in international 
trade statistics to the change-of-ownership basis The 
scheme of classification is also aligned as much as is 
possible with the classification of goods and services in 
the third edition of the Balance of Payment, Manual 
of the International Monetary Fund. 

6 .139 In addition to the scheme of classification 
set out in table 6.4 below, the system includes a classi
fication of exports and imports of commodities 

Table 6.4. Classification of exports and imports of goods and services 

The number 2 at the left of the codes stands for exports; and 
I represents imports; 11 in the next position to the right 
stands for commodities; and 12 in this position represents 
other goods and services 

2.11,. 1 and l, 11. I , E'l:ports und imports of merclwridisf.? 

The scope is broadly that of general exports and imports 
in international trade statistics except for certain additions 
and exclusions n The exports of merchandise of a country 
cover the movement to the rest of the world (i) across 
her customs frontier, of domestic produce, nationalized 
exports or goods from customs bonded manufacturing 
plants and (ii) from her customs bonded warehouses and 
free areas, of goods owned by residents or bulk broken, 
cleaned, repackaged, etc there, The imports of mer
chandise of a country consist of the inward movement 
from the rest of the world (i) of goods across her 
customs frontier for domestic use or into customs bonded 
manufacturing plants and (ii) goods into her customs 
bonded warehouses and free areas which are owned by 
residents or which are to be bulk broken, cleaned, re
packaged, etc. there. Included here and in international 
trade statistics, in addition, are all transactions (sales and 
purchases) between the residents of a country and the 
rest of the world in { i) new and used ships and aircraft 
though they may not cross the customs frontier of the 
country and (ii) electricity, gas and water As in inter
national trade statistics, excluded from the exports and 
imports of merchandise of a country are the inward and 
outward movement of such items as ( i) goods in direct 
transit through the country, (ii) goods not owned by 
residents for purposes of storage and transshipment only, 
(iii) tourists· and travellers' effects and {iv) goods for 
exhibition or study, samples which are returnable or of 
no commercial value, returnable containers and animals 
for racing and breeding. 

The main additions here to the external trade in mer
chandise of a country, as compared to international trade 
statistics. are (i) sales and purchases of bunkers, stores 
and ballast to ships, aircraft, etc . (ii) fish and salvage 
sold abroad off national fishing vessels and purchased off 
foreign vessels, (iii) sales and purchases of gold ore and 
unrefined gold and of refined gold for industrial use and 
(iv) sales of newly refined gold ingots and bars for other 
uses. Since gold ingots and bars which are not for indus
trial use are classed as a financial asset. the last item is 
included in the exports of a c·ountry in order to reclassify 
the commodity produced in the course of turning out the 
gold ingots and bars into a financial asset when the 
ingots and bars are used for non-industrial purpoSes 

The main exclusions here from the external trade in 
merchandise of a country, as compared to international 
trade statistics, are ( i) the outward and inward move
ment of goods solely for purposes of repair and improve
ment and (ii) the transfer of leased (rented) machinery, 
equipment and other goods. The data in respect of exports 
and imports of merchandise should be net of (i) the 

value of returned exports and imports and (ii) the value 
of the loss in, or damage to goods in transit between 
the exporting and importing countries 

Exports of merchandise of a country should be valued 
f.o.b. he'r customs frontier; the imports of merchandise 
of a country should, in the first instance. be valued c.i.f. 
her customs frontier. The imports are also to be valued 
fob. the country of export. The c if value of imports 
of merchandise of a country is to be classified into (i) 
the fob value of the imports. (ii) the charges in respect 
of the transport and insurance services furnished by non
resident producers, sub.divided into transport and in• 
surance services and (iii) the charges in respect of the 
transport and insurance services furnished by resident 
prodl_\Cers, sub-divided into transport and insurance 
services 

2. 11. 2 and 1 11 2 1 rompurt and LVll1111w1ic:a1iu11 

Included here are the transactions described below 
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( i) Freight 

Relates to shipments by vessels, aircraft. railways. 
motor vehicles and other ro:id carriers. and oil, gas 
and other pipelines 

The exports of a country cover the freighting 
services rendered by her resident carriers in respect 
of ( i) the exports of merchandise from. and the 
imports of merchandise to. the country, (ii) the 
tr.Jnsit of foreign.owned goods through the country. 
(iii) the transport of goods and gold between 
foreign countries on the account of non•residents 
and (iv) the transport to, and from. the country of 
goods and gold not included in merchandise trade 
on the account of non-residents, for example, the 
household effects of foreign diplomats or non
industrial gold The freighting services of the 
resident carriers of a country in respect of her 
imports of merchandise are included in her exports 
of these services since her imports of merchandise, 
which are valued c iJ. in the first instance, include 
the services in question The exports of freighting 
services of a country should be classified into (i) 
freighting services in respect of the imports of mer
chandise into the given country and (ii) all other 
freighting services 

When imports of merchandise are valued c i .f, 
the imports of freighting services by a country 
cover the services furnished by non-resident carriers 
to her residents in respect of the transport of goods 
and gold between foreign countries and the import 
of goods and gold not included in merchandise 
trade When imports of merchandise are valued 
f.o. b , the transport of imports of merchandise to 
the country by non-resident carriers should be in
cluded in imports of freighting services. It is 
recommended above that data should be compiled 
in respect of this item 

Tubfo 6 I co11tiumf.r 



Table 6A. Classification of exports and imports of goods and services (continuecl) 

2.11.2 and 1112 Iran~port and communication (continued) 

(ii) Passenger services 
The exports of a country cover the international 
transport, that is, between countries, of non-resident 
persons on resident carriers~ the imports of the 
country cover the international transport of resident 
persons by non-resident carriers. The passenger 
fares include shipboard and similar expenses and 
fees charged for excess baggage and other articles 
accompanying passengers, e g., automobiles Pas• 
senger fares paid by non-residents in respect of 
transport within a country, or paid by residents of 
a country in respect of transport within foreign coun• 
tries, are included in categories 2. 12.1 and 1. 12. 1, 
respectively, which are defined below. 

(iii) Other tramport and comm1111ication 
Receipts and expenditure in respect of charter of 
ships, harbour and airfield fees, towage, and inter• 
national settlements on account of post, telegraph, 
telephone, radio and television transmission services 
Not included in the transactions in respect of radio 
and television transmission are receipts and pay• 
ments in respect of the rental of films and records, 
or the use or purchase of copyrighted programmes, 
etc. These transactions are included in categories 
2 11.9 or I 119 below 

2 l 1.3 and 1.11.3 Insurance service charge5 
Included here are the transactions described below 

(i) lmurance of intemational freight 
The exports of a country consist of the insurance 
service charges of her resident insuring companies 
in respect of (i) her exports and imports of mer
chandise and (ii) movement, on the account of 
non-residents, of goods and gold between foreign 
countries and of gold and goods which are not 
included in merchandise trade into, and out of, the 
country The insurance services of the resident 
insuring companies of a country in respect of her 
imports of merchandise are included in exports of 
insurance services since these service charges 
are covered in the c if. value of her imports of 
merchandise. The exports of insurance services in 
respect of freight by a country should be classifie'd 
into (i) the insurance service charges on her imports 
of merchani;Iise and (ii) all other insurance service 
charges, 

In case of the c.i.f. valuation of imports of mer
chandise, the imports of a country of insurance 
services on international freight consist of the service 
charges of non-resident insuring companies in re
spect of the transport, on the account of her 
residents, of goods and gold between foreign coun
tries and the import of gold and goods which are 
not included in merchandise trade When imports of 
merchandise into a country are valued f.o.b., the 
insurance service charges of non-resident insurance 
companies in respect of the transport of these goods 
to the country in question, should be included in 
imports of insurance services in international freight 
It is recommended above that data should be com
piled in respect of this item 

(ii) Other insurance services 
The exports of a country consist of the service 
charges of resident insurance companies to non
residents, and her imports consist of the service 
charges of non•resident insurance companies to 
residents, in respect of (i) insurance against fire, 
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theft and damage of goods and other items, except 
international freight, (ii) re-insurance of interna• 
tional freight, (iii) insurance against accident, Joss 
of income and medical costs during illness, and other 
casualties to persons and (iv) life insurance and 
participation in pension and similar funds. 

2 11 ,4 or l 11 2 and 1 12. 2. Direct purchases i11 the domestic 
market, extra-territorial bodies, or direct purchases abroad, 
government service5. respectively 

The exports of a country consist of purchases, less salei 
of surplus and other second-hand goods and scraps, ol 
supplies, equipment and other goods and services b) 
extra-territorial civilian or military bodies stationed ir 
the given country; the imports of a country consist of pur 
chases, less sales of supplies and other second-hand good: 
and scraps, in foreign countries of goods and services fo· 
the extra-territorial bodies, and other direct uses abroad 
of the 'government of the given country. lncluded in th1 
g()ods and services arc outlays on the construction o 
buildings and other works for military or civilian use; rent 
paid for embassy buildings and other structures; and under 
writers' commissions on government securities sold outsid 
the_ country of issue. Also included in the exports an 
imports of a country are. the deficit or excess, respective!) 
of the contributions of the given country to outlays on joir 
military installations and other specific common dcfenc 
projects over these outlays on goods and services in th 
domestic territory of the given country 

The direct purchases of extra-territorial bodies in tt 
domestic market of a country are classified among ht 
exports of commodities In the case of direct" purchasl 
abroad by the government of a country, direct purchas1 
on capital account are classed in her imports of con 
modities, while the direct purchases abroad on curre1 
account are classed in her imports of other goods ar 
services 

2.11 9 and 1.11 9 Miscellaneous commodities 
Exports and imports include (i) the value of the repc 
of goods received from abroad, and sent abroad, respe: 
lively, for this purpose, (ii) the gross margin realized 1 
merchants of a country on goods they purchase in anoth 
country which they ship to, and sell in, a third count, 
(iii) management and consultation fees and reimbur: 
ments for home office expense~ due to parent compan 
from foreign branches and subsidiaries, and similar tra1 
actions between other non-residents and residents of 
country, (iv) underwriters' commissions and other chaq 
on private securities sold outside the country of iss1 
(v) fees of agents operating for foreign principals a 
handling charges in respect of non-industrial go 
(vi) machinery, equipment, film and similar rent;: 
(vii) advertising fees, ( viii) rent for office space a 
other outlays which are reimbursable by the employ 
paid by non-resident commercial travellers, (ix) dir 
subscriptions to newspapers and magazines, (x) profits 
losses on arbitrage transactions in foreign exchange v. 
non-residents, (xi) gifts in kind sent, and received frc 

abroad by resident households, (xii) migrants' househ 
and personal goods and effects and (xiii) transactions 
other goods and services not elsewhere classified. 

2 ILlO and 111.10 Adjustment to clia11ge•of-ow11ership b 
This category is intended for use when the exports 
imports of merchandise of a country are to be recor 
in the national accounts at the moment the ownershii: 
the items passes between her residents and non•n;side 



Table 6.4. Classification of exports and imports of goods and services (continued) 

2 11 10 and I 11 10 Adjwtment to change•ofownership basis 
(continued) 

The entries here will exhibit the differences between the 
change-of-ownership principle and the physical-movement 
criterion of categories 2 11.1 and 1 11 I above, that is 
in the values of the country's exports and imports of 
merchandise Under the change-of.ownership principle, 
goods which residents of a country have sold to, or pur
chased from, non-residents but which have not yet crossed 
her customs, free-area or custom warehouse boundaries 
(e.g., goods stored in, or en-routt! through, the country, 
or goods stored abroad or en-route to the country, respec• 
tively) will be included 

n The United Nations recommendations in respect of inter
national trade statistics are described in Yearbook of Inter
national Trade Statistics, 1966, United Nations, New York, 
1968, and The Treatment of the Main Categories of Com~ 

according to the industries in which the commodities 
are characteristically produced and a sub-division of 
imports of commodities into the various competitive 
and complementary commodities. The two schemes 
of classifications are used in the standard input-output 
table of the system in the supply and disposition of 
commodities International trade statistics of mer
chandise should furnish adequate data for purposes of 
classifying the commodities covered according to these 
schemes. For purposes of distinguishing imports which 
complement domestic production from imports which 
compete with domestic production, it is necessary to 
have detailed classifications of imports and domestic 
output according to type of commodity. Otherwise the 
differences between imported and domestically pro-
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2 12.l and 1.12 l Direct purcl,a5es in the domestic market, 
notHesident households and direct purchases abroad, 
resident households, respectively 
Expenditure in the domestic territory of a country by non
residents and expenditure in the rest of the world by her 
residents, such as tourists, travelling businessmen and 
government officials, crews, border and seasonal workers, 
and diplomatic and military personnel stationed abroad. 
Covers outlays included in the household consumption 
expendilure, whether consumed on the spot, elsewhere or 
brought into the country of residence, and of services, 
including local transportation. The outlays of travelling 
businessmen, government officials, crews, etc which are 
reimbursable by their employer, are not included. 

modifies in lhe Inward and Outward Flows in Internatiottal 
Trade, Statistical Office of the United Nations, IT/STAT/27, 
15 April 1968 

duced items will be obscured. In the case of the types 
of commodities which are not covered in international 
trade statistics, it should be feasible to gather adequate 
data on exports and imports of transport, communica
tions and insurance services, bunkering of ships, aircraft 
and other vehicles, and the landing of fish off fishing 
vessels in order to classify these transactions according 
to kind of commodity. However, this may not be so in 
the case of such exports and imports of commodities 
as the services covered in the category "Miscellaneous 
commodities" of table 6.4 or the direct purchases of 
extra-territorial bodies in the domestic market of a 
country. It may be necessary to deal with these exports 
and imports in a miscellaneous category of the com
modity classification. 



Chapter JIil 

TRANSACTIONS ON THE INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNT 

7 I . This chapter concerns the definition and classi
fication of transactions on the income and outlay 
accounts and the capital finance accounts of the sys
tem. The former accounts delineate the receipt and 
disposition of incomes by institutional units; and are 
linked directly with the production accounts and the 
final consumption expenditure accounts of the system. 
The capital finance accounts portray the ways in which 
institutional units finance their accumulation of 
capital; and have direct ties with the capital forma
tion accounts and income and outlay accounts of the 
system. 

The classes of transactions 

INCOME AND OUTLAY ACCOUNTS 

. 72. The value added generated in domestic produc
tion, net of consumption of fixed capital, is distributed 
to the institutional sectors in the income and outlay 
a_ccounts, Before the factor incomes, that is, compensa
t10i:i of employees and operating surplus, received by 
resident institutions are exhibited in their income and 
outlay accounts, these flows are classified according to 
the institutional sector in which they originate. In the 
case of the unincorporated business units which are 
included in the household sector, operating surplus is 
~rst sub-divided into entrepreneurial and property 
mc?mes; and these forms of income, as well as compen
sat10n of employees, are then distributed to the re
cipients. In the case of the other institutional sectors of 
origin, operating surplus is routed intact to the identical 
institutional sector of receipt while compensation ·of 
employees is distributed to resident and non-resident 
households. 

7.3. The employee compensation originating in the 
dmy1estic production, of a countri may be paid to 
restde':'ts or non-residents of the country, but the 
operattng surplus is received by the resident institutions 
of the country only. The net indirect taxes that is the 
excess of indirect taxes over subsidies, inducted i~ the 
yalue add:d o'. the resident producers of a country, may 
rn some s1tuat1ons be paid to non-resident international 
bodies, as well as to the government of that country. 
Unhke the factor incomes, this flow is not routed 
through the institutional sectors of origin. 

7 A. Also shown on the income and outlay accounts 
are t~e employee compensation received by residents 
of a given ~o~nfry who are employed in other countries, 
and the d1stnbut10n of operating surplus, in the form 
of transfers of P!Operty incomes and the entrepreneurial 
income of quasi-corporate enterprises. These transfers 
take place among the resident institutions of a country 

and between them and the rest of the world. The su 
of the employee compensation and the net inco 
from property and entrepreneurship, tha: is t~e di 
tributed factor incomes, represents the national mco 
(4.0) of the country 

7.5 The income and outlay accounts also portr~ 
transactions in respect of casualty insurance, ':'nd th 
redistribution of incomes among institutional umts. Th 
latter transactions are unrequited current transfers. Th,· 
net receipts of residents of a country of incomes fro ' 
employment, entrepreneurship and property _and fro_m, 
re-distributive transfers, make up their nat10nal d1si 
posable income (6.0). Finally, the income a~d outlay·: 
accounts show how residents apportion their c_hsposable'. 
income between final consumption expenditure and• 
saving, 

CAPIT Al FINANCE ACCOUNTS 

7 6. The capital finance accounts of the system 
delineate the forms in which residents accumulate 
capital and the manner in which they finance this accu
mulation 

7. 7 Gross fixed capital formation and increases in 
stocks are of course key forms of accumulation in the 
case of transactors who are producers The other forms 
of accumulation consist of purchases of Ian~ . ~nd 
similar non-reprodueible tangible assets, the acqms1t1on 
of financial claims on residents and non-residents, and 
the purchase of other intangible assets 

7 8. Saving, carried down from the income _and 
outlay account, and consumption of fixed capital, 
provided for in value added, are major sources of 
finance of accumulation. The other sources of finance 
are capital transfers and the incurrence of liabilities to 
resident and non-resident institutions 

7..9. The classes of transactions outlined above, ~x
cept final consumption expenditure and gross capital 
formation, are discussed in this chapter. T~e la.st two 
types of transactions have been dealt with m the 
preceding chapter. 
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The components of value added (3.l through 3.5) 

7. 10 The value added of producers comprises 
compensation to employees, operating surpl~s, . the 
consumption of fixed capital and the excess of mdJrect 
taxes over subsidies. Operating surplus is simply the 
excess of value added (the difference between gross 
output and intermediate consumption, valued at 
producers' values and purchasers' values, respectively) 
over the sum of the three other flows 



COMPENSATION OF EMPLOYEES (.3. J WHERE A COM

PONENT OF VALUE ADDED; 4 l - 4.2 WHERE A 

RECEIPT OF DISTRIBUTED FACTOR INCOMES) 

Composition and classification 

7 .1 l. The compensation of employees comprises 
· all payments by producers of wages and salaries to their 
employees, in kind as well as in cash, and of contribu
tions in respect of their employees to social security 
and to private pension, casualty insurance, life insur
ance and similar schemes Employees cover all persons 
engaged in the activities of incorporated business 
Units and in the production of government services 
and private non-profit services Members of the 
armed forces, irrespective of the duration and type 
of their service, are classed as employees Also inclu
ded among employees are all persons engaged in the 
activities of unincorporated businesses, except the pro
prietors and the unpaid family members of the 
proprietors. 

7.12. The compensation of employees is to be 
classified into payments in respect of civilian employees 
and payments in respect of members of the armed 
forces, in view of the great differences in character and 
rates of pay between these two forms of employment 
The compensation of civilian employees should be 
sub-divided into (i) wages and salaries, in cash and 
in kind, (ii) employers' contributions to social security 
schemes on the account of their employees and (iii) 
employers' contributions to private pension, family 
allowance, health and other casualty insurance, life 
insurance and similar schemes in respect of their 
employees. This classification distinguishes between the 
actual and imputed compensation of employees; and 
is of value in analysing the welfare benefits of em
ployees. It also facilitates comparisons between this sys
tem of national accounts and the MPS The compensa
tion of members of the armed forces is to be sub-divided 
similarly into (i) wages and salaries, in cash and in 
kind, and (ii) employers' contributions to social secu
rity, private pension, casualty and life insurance and 
similar schemes. 

7 13.. Wages and salaries cover all payments which 
employees receive in respect of their work, whether 
in cash or in kind, and before deductions for their 
contdbutions to social security, withholding taxes, and 
the hke. The wages and salaries should be taken net 
of any purchase of working tools, equipment and 
special clothing which employees are contractually 
obligated to make out of their compensation. (See 
paragraph 6.59 for fuller discussion ) Reimbursement 
of employees for travel, entertainment and other 
expenditure which they incur in conducting the business 
of their employers is not to be included in this flow. 
Covered in wages and salaries are such payments as 
commissions, tips and bonuses, cost-of-living and 
dearness a11owances, in respect of vacation, holidays, 
sick-leave and other relatively short absences from 
work when paid directly by the employer, fees to 
ministers of religion and members of boards of direc
tors; and the cost to employers of food, lodging, 
ordinary clothing, etc. which they provide free of 
charge, or at a reduced cost, to their employees. 
Contributions which employers make on the account 

of their employees to social security schemes or to 
private funds, reserves or other special schemes in 
respect of family allowances, lay-off and severance 
pay, casualties and maternity leave, pensions and the 
like, are to be classified in the other elements of 
compensation of employees If, in the absence of special 
schemes or reserves, employers make direct payments 
of this type to their employees, imputed contributions 
in respect of these obligations should be included in 
the employers' contributions to the private schemes 

7.14. These recommendations and the Standard 
Classification of Labour Cost of the International 
Labour Organisation are, in all essential respects, 
consistent one with the other The composition of the 
category of compensation of employees in respect of 
employers' contributions to private schemes has also 
been defined so that it covers the ground which is the 
subject of social security schemes in some situations 
and private employee welfare schemes in other situa
tions. 
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Payments in kind 

715. Payments in kind of wages and salaries should 
cover the cost to the employer of goods and services 
furnished to employees free of charge, or at markedly 
reduced cost, which are clearly and primarily of benefit 
to the employees as consumers Outlays by employers 
which are of benefit to them, as well as their employees, 
should be included in intermediate consumption, not 
in compensation of employees. Examples of the second 
type of outlays are expenditure by employers on 
amenities at places of work, medical examinations, 
sport and other recreational facilities; and reimburse
ment by employers of the expenses of travel, entertain
merlt and work clothing, tools and equipment which are 
incurred by their employees. 

7. 16 Free issues of food, beverages and tobacco, 
and clothing, including uniforms, to members of the 
armed forces, are considered part of their wages and 
salaries. On the other hand, uniforms and other work 
clothing furnished free of charge to civilian employees 
should not be classed as income in kind. The difference 
in treatment between uniforms issued to members of the 
armed forces and uniforms issued to civilian employees 
is based on the common practice of wearing military, 
but not civilian, work clothing whether or not on duty. 
The imputed gross rent of dwellings furnished free to 
employees should be included in their wages and sala
ries. This is the case for the family dwellings, but not 
the barracks, provided to military personneL 

Imputations of•employers' contributions to private 
pension schemes 

7. I 7. As is indicated above, if the contributions to 
pension, family-allowance, workmen's compensation 
and other casualty, lay-off, etc. schemes due from 
employers on behalf of their employees are not actually 
recorded, the contributions should be imputed. This 
will be the case where the employer pays pensions, 
family allowances, compensation in respect of casual
ties, etc. directly without participating in, or estab
lishing, a fund, reserve or other special scheme for 
this purpose. If the characteristics of the employees 
and the employment situation which set the risks of 



making a given type of payment, and the scale of 
payments in question, have remained relatively stable, 
the actual amount of these payments in recent periods 
of account might be utilized as the basis of estimating 
the imputed contribution. For example, so that pensions 
paid to past employees might be used as a basis for 
estimating the imputed contribution in respect of this 
obligation, the number, and age and sex composition, 
of the employees in respect of which the pension 
liability accrues, and the scale of wages and salaries and 
pensions, should have remained relatively stable. Other
wise, comparisons with the rights and contributions 
under a similar scheme in respect of a labour force 
and employment situation of like character may be of 
assistance in estimating the imputation, In lieu of a 
more exact estimate of the contributions to be imputed 
in these situations, the actual payments made during 
recent periods of account may be utilized for this pur
pose, 

7 18 The imputed contributions in respect of 
employers' obligations to make direct payments of 
pensions, family allowances, workmen's compensation, 
etc, to employees should be recorded in the income 
and outlay accounts as a type of unrequited current 
transfer from the employees (households) to the 
employers ( e. g , general government, corporate and 
quasi-corporate enterprises, private non-profit institu
tions), in addition to being included in the compensa
tion of employees. The actual payments which the em
ployers make in respect of these obligations during a 
period of account are to be entered as unrequited 
current transfers from them to households. ( See table 
7 l below in respect of the classification of these 
current transfers ) The net result of these entries is to 
portray the actual income of households from the 
benefits under discussion and the actual outlays of 
employers in respect of these obligations 

CONSUMPTION OF FIXED CAPITAL (3,3) 

Scope 

7, 19, Consumption of fixed capital may be defined 
in general terms as that par! of the gross product which 
is required to replace fixed capital used up in the 
process of production during !he period of account. 
This flow is based on !he concept of the expected 
economic lifetime of the individual assets; and is 
designed to cover !he loss in value due to foreseen 
obsolescence and the normal amount of accidental 
damage which is not made good by repair, as well as 
normal wear and tear Unforeseen obsolescence is 
treated as a capital loss at the time at which it actually 
occurs, rather than as fixed capital consumption. 
Charges for the depletion of exhaustible natural 
resources are not included in the consumption of fixed 
capital. 

7.20, In principle, the scope of the capital equip
ment for which consumption should be recorded is 
given by the definition of gross fixed ca pita! formation. 
( See paragraph 6 .. I 15 for the definition.) Because of 
practical difficulties, consumption of fixed capital is 
not however provided for in the case of assets of gov
ernment services such as roads, dams, breakwaters or 
other forms of construction except structures In these 
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instances, it may be considered that outlays on repair'. 
and maintenance are sufficient to maintain the asseffic 
in their original condition. It should be noted that c00•· 
sumption of fixed capital is to be charged in respect 
of all other fixed assets of the producers of govern-· 
ment services, including for buildings. 

Valuation 

7.21. In a stationary economy, in which the quanti
ty of fixed assets in use remains the same and does 
not change in quality, consumption of fixed capital. 
can readily be defined so that in each year it is equal . 
to the replacement needed. The problem of definition 
is however more complicated in an economy character- , 
ized by changes in demand or by technical changes ' 
leading to obsolescence; and no general rule can be 
formulated for such situations. It seems reasonable, 
however, to value consumption of fixed capital on a 
straight-line, basis with reference to the exp_ected 
economic lifetime of the individual assets. The estimate 
of the expected economic lifetime of fixed capital 
should take account of the average (normally ex
pected) amount of accidental damage to fixed assets 
which will not be made good by repair or replacement 
of parts, for example, damage arising from fire or flood. 
This amount might be evaluated by reference to the 
net premium, that is, the premiums reduced by the 
service charge, per unit value of fixed assets, of the 
appropriate type of casualty insurance, 

Estimation 

7 22. In general, producers base their methods of 
computing annual provisions for wear and (ear. ~nd 
foreseen obsolescence on the concept of mamtam!ng 
the money value of their capital intact by allocat1i:g 
the original cost of the asset over its expected economic 
lifetime. This procedure is open to objection since, as 
prices and techniques change, the cost of using fixed 
assets may be greater or less than that obtained by 
such a calculation. Accordingly, estimates of consump
tion of fixed capital should take into account the cost of 
replacing the assets in the period for which the 
estimates are being made 

723. A calculation of this character is however 
difficult to make since in most cases the only available 
data are the charges actually made by producers. 
Information about the purchasers' values of comparable 
capital goods that is required to convert the actual 
charges to a replacement-cost basis is often inadequate. 
Nevertheless, in view of the changes which may occur 
in the price level of capital goods, it is important that 
some adjustment of the charges actually made should be 
undertaken. In estimating this adjustment, no at!e':'pt 
should be made to allow for arrears of depreciat10n 
arising from the fact that earlier provisions have been 
made at a lower price level, since the estimates of 
consumption of fixed capital are treated as a current 
cost of production 

724. The adjustment for purposes of the national 
accounts may be considerable and subject to a large 
margin of error; and it will be useful to have informa
tion concerning the actual charges made and the net 
incomes calculated on the basis of these provisions It 
is therefore recommended that data in respect of the 



magnitude of the adjustment should be given separately, 
It will also be valuable, if feasible, to show the adjust
ments classified according to the sector and kind of 
economic activity of producers, 

INDIRECT f AXES AND SUBSIDIES ( 3.4 AND 3-5) 

General criteria 

7-25- The gross domestic product at purchasers' 
values, reduced by the excess of indirect taxes over 
subsidies, is equivalent to gross domestic product at 
factor incomes Thus indirect taxes are considered to 
enter into purchasers' values, but not to affect factor 
incomes. On the other hand, subsidies represent addi
tions to factor incomes, The chief object of drawing 
a distinction between the excess of indirect taxes over 
subsidies, on the one hand, and direct taxes and other 
compulsory current transfers to government on the 
other, is to classify payments as to whether or not they 
are made out of factor incomes, undistributed or dis
tributed This leads to the use of the criteria of on 
whom, and on what basis, taxes are levied for purposes 
of drawing this distinction, These criteria are useful 
for purposes of drawing distinctioqs between all types 
of compulsory transfers to government bodies, for 
example, in distinguishing direct taxes from fines and 
penalties, and these current transfers from capital 
transfers (See paragraphs 7.64 and 7.74 through 7 .. 76 
below.) 

7 .26, In view of the position of indirect taxes in 
the national accounts, they must be compulsory pay
;ments which producers make to government, and treat 

: as an expense of engaging in production. Government, 
''.·:-as used in connexion with indirect taxes and subsidies, 

inay be an international organization, for example, the 
uropean Economic Community, as well as the gov

_emment of the country of residence of the producers. 
_for similar reasons, subsidies must be current transfers 
which government makes to producers and which the 
producers consider as additions to income in respect 
of production, Since in this system households do not 

· gage in production, and have no production account, 
y cannot pay indirect taxes directly to a govern-

- nt Nor can they receive subsidies 

Time of recording 

:121, In the case of indirect taxes and subsidies, as 
F other transfers, the generai rule adopted is to record 
,~,m at the date when they are due to be paid,. In the 
,se of indirect taxes, an obligation usually arises at 
,pe clearly stated point in the production or sale of 
Jld_s and services, This point of time may differ from 
. time at which they should be recorded as due to be 

to_ the government, but the discrepancy involved 
,ot hkely to be large, The same is usually true with 
ect to subsidies, 

.28- Where a subsidy takes the form of a difference 
v.:een the buying and selling price of a government 
· 1~& organization, however, the position is less clear.. 
,S1d1es of this type should be considered as payable 
__ ke public enterprise at the date the goods enter its 

s, This treatment implies that such stocks are 
ed at the selling price charged by the public -enter
- to the buyer; and is consistent with the principle 

of valuing additions to stocks of finished goods at 
producers' prices. (See paragraph 6. I 09 above,) 

7. 29 While producers generally will find it feasible 
to record indirect taxes in accordance with the recom
mendation made above, this will often not be so in the 
case of the accounts kept by government revenue 
departments The amount of indirect taxes may be 
recorded in these accounts when tax statements are filed 
or obtained, or even when payments are received. It 
will therefore be necessary to reconcile the estimates of 
indirect taxes made from business and government 
accounts with a view to recording the taxes on a when 
due basis 

INDIREC1 TAXES ( 3 .4) 

Scope 

7..30 Indirect taxes are taxes assessed on producers 
in respect of the production, sale, purchase or use of 
goods and services, which they charge to the expenses 
of production Common examples of indirect taxes are 
import, export and excise duties, sales taxes, enter
tainment duties, betting taxes, business licences and 
transaction ( e g , stamp) duties, and real estate taxes, 
Real estate and land taxes are classed as indirect taxes 
except in those cases where they may be considered as 
merely an administrative procedure for the assessment 
and collection of income taxes, ll is useful to note here 
that, where producers rent land, the tax in respect of 
the land is to be treated as indirect taxes which they 
pay The land taxes are of course included in the total 
rent which the users of the land pay. (See paragraphs 
6.47 and 7,50.) Also included among indirect taxes 
are levies on value added, the employment of labour 
and the use of fixed assets, duties (licences) in respect 
6f the motor and other vehicles of industries and the 
producers of government and private non-profit services, 
and fees in respect of driving tests and licences, 
passports, airport duties, court and similar services 
paid by producers 
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Fiscal and other public monopolies 

731, The operating surplus, reduced by the normal 
margin of profits of business units, of fiscal monopolies 
of government (e.g, for the production and distribution 
of tobacco and alcohol) are, in principle, considered 
to be indirect taxes since at least this portion of the 
operating surplus will be designed to raise general 
revenue, The deduction of the normal margin of profit 
from the operating surplus is intended to eliminate the 
interest and similar returns in respect of the capital 
used by a fiscal monopoly that is included in its oper
ating surplus It may, in practice, be necessary to resort 
to the use of the full operating surplus as a measure of 
the indirect taxes because of the difficulties of es
timating the proportion of operating surplus which is 
tantamount to these taxes. Fiscal monopolies are 
utilized to raise the revenue which in other countries is 
often gathered through indirect taxes on the production 
and distribution of tobacco, alcohol and similar items 
by private business units 

7 32, Difficulties will arise in respect of the treat
ment of the operating surplus of public enterprises 
which are in a monopolistic position, but cannot be 



classified as fiscal monopolies, and which are wholly 
owned by government. In such cases it will frequently 
be necessary to investigate the consideration behind 
the price-fixing policy of the public enterprises. Some 
guidance may be obtained from whether the surpluses 
are of a permanent character or tend to cancel out over 
the years If the surpluses, reduced, in principle, by the 
normal margin of profits of business units, are of a 
permanent character, they may be assumed to be a 
means by which government raises general revenue; 
and be treated as indirect taxes .. 

Boundary problems 

7. 33. Problems may arise in respect of the classifica
tion of certain payments by industries to government 
bodies as indirect taxes or as purchases of goods and 
services. Exampl.es of transactions which give rise to 
this question are fees for driving tests and licences, pass
ports, court services, or airport duties. The criteria 
for making this distinction have been discussed in 
paragraphs 6.97 and 6 98 above .. The payments of 
producers to government bodies relating to services, 
the primary purpose of which is to serve as an in
strument of government policy and which are compul
sory but unavoidable in the only circumstances in 
which they are useful, should be classified as indirect 
taxes .. All of the fees mentioned above are payments of 
this type 

SUBSIDIES (3 5) 

Private industries 

7.34. Subsidies include all grants on current account 
which private industries receive from government 
These are transfers which, in view of the basis on 
Which they are made, represent additions to the income 
of. the producers from current production. The grants 
may, for example, be based on the amount or value of 
the commodities produced, exported or consumed, the 
labour or land employed in production, or the manner 
in which production is organized and carried on. 
Transfecs by public authorities to private industries for 
investment p~rposes or to cover destruction, damage 
and other losses in capital and working assets are 
classed as capital transfers rather than as subsidies. 

7.35 Current grants which government bodies make 
to private non-profit institutions serving households are 
not to be considered subsidies These grants are classed 
as another type of current transfer by government. Nor 
should any current government grants to households 
be treated as subsidies The value of coupons made 
available by government agencies to specific groups of 
the population to enable them to obtain goods at prices 
lower than the current prices on the market are 
classified as a different type of current transfers 

Public enterprises 

7.36. Subsidies also include all grants on current 
account which government makes to public corpora
tions, for example, in compensation for operating 
losses (negative operating surplus). In the case of 
government enterprises, transfers on current account 
should be treated as subsidies when it is clear that the 
transfers are the consequence of the policy of the 

:·:.··,'t,{j 
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government to maintain prices at a level at which l 
proceeds of the enterprise will not cover the curre 
costs of production In order to determine whether ti 
is the situation, it may be necessary to investigate ti 
considerations behind the policy of determining ti 
prices charged by the government enterprise. Circur 
stances such as the following would suggest that ti 
loss is a consequence of the price policy of the goven 
ment: the government enterprise is in competition wi1 
private industries which receive subsidies; or it is i 
a monopolistic position and has experienced losS< 
over a number of consecutive years, 

7. 3 7. The operating losses of government ente, 
prises which are not compensated for by subsidies wi 
be entered as negative operating surplus in the incom 
and outlay account of general government if the ente, 
prises are included in the sector for general govern 
ment Where the government enterprises are considere1 

to be quasi-corporate enterprises, government grant 
made in 'order to cover their current costs of productio, 
which are not classed as subsidies should be considere< 
to be negative withdrawals from the entrepreneuria 
income of the government enterprises 

OPERATING SURPLUS (3.2) 

7 ..3 8. The operating surplus during a period 01 
account is the excess of the value added by residen1 
producers during the period, over the sum of the cost, 
of employee compensation, consumption of fixed capital 
and indirect taxes reduced by subsidies, which they 
incur during the period. The value added is equivalent 
to the difference between the gross output of the 
producers during the given period, valued at producers' 
values, and their intermediate consumption, valued at 
purchasers' values. Operating surplus can, by definition, 
be earned by industries only. The gross output of the 
producers of government services and private non
profit services to households is defined as equivalent to 
their explicit costs of production. 
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Transfers 

7 39 A number of categories of transfers in addi
tion to indirect taxes and subsidies are included in the 
system The transfers may be classified into (i) trans
actions arising from the ownership of corporate and 
quasi-corporate enterprises and other property, (ii) 
other requited ( contractual) payments and receipts, 
for example, transactions in connexion with casualty 
insuranc~ or broken contracts, (iii) obligations to, and 
commitments of, government organs, all of which are 
unrequited (non:contractual) transfers and (iv) other 
unrequited but voluntary grants. The last two classes 
of transactions are redistributive transactions; and are 
sub-divided into current and capital transfers; depending 
on the purpose for which, the basis on which, and the 
frequency with which the transfer is made. The cate
gories of these transactions, which are recorded on the 
income and outlay accounts of the system, are discussed 
in turn below. In the course of that discussion, it is 
convenient to deal also with the definition of entrepre
neurial income, in particular in the case of the unin
corporated enterprises of the household sector, though 
the flow is not a transfer strictly speaking. Capital 



transfers are considl.!'red later in this chapter, as part of 
the discussion of transactions on the capital finance 
accounts 

Entrepreneurial income 

PRIVATE NON-FINANCIAL UNINCORPORA1ED 

ENTERPRISES (4.2) 

740 The operating surplus of the private unin
corporated enterprises which are included in the house
hold sector is sub-divided into entrepreneurial income 
and property income in ihe accounts of the system in 
respect of the institutional sectors of origin of factor 
incomes. The entrepreneurial income is equivalent to 
the excess of operating surplus over the property 
income which is due to be paid in connexion with the 
activities of the business 

7 .41. The property income in question consists of 
obligations to pay interest, rent and royalties. to sec~nd 
parties, that !s, to n~n-owners of ~h~ _enterprises, ~h1ch 
are incurred m carrying on the act1v1t1es of the business. 
Interest may be due in respect of funds borrowed for 
use in the business, or the delayed settlement of trade 
credit received Rent may relate to farms or other land 
utilized in the activities of the unincorporated enter
prises. It will be recalled that rents in respect of struc
tures, machinery and equipment utilized in the business 
are to be included in its intermediate consumption. 
Royalties may arise from the use of rights such as the 
manufacture of patented items, the use of patented 
processes or the publication of copyrighted materials 
(See paragraphs 7.46 through 7 52 below for the 
further definition of the interest, rent, etc. in ques
tion ) 

CORPORATE AND QUASI-CORPORATE ENTERPRISES 

7.42. The entrepreneurial income of corporate and 
quasi-corporate enterprises is not shown as such in the 
income and outlay accounts of the system. All the 
~lements required in order to evaluate this flow are, 
however. explicitly given. Thus the entrepreneurial 

/-income of these units is equivalent to the sum of their 
: operating surplus and the property income due to 

!hem, reduced by the property income they are due to 
pay, except dividends. Corporate and quasi-corporate 
~nterprises may of course earn interest, rents and royal
!ies, as well as incur obligations to pay these property 
~~comes. They may, for example, receive interest in 

',[Cspect of delayed settlement of trade accounts or the 
,financial assets they hold, or earn rent in respect of 
\~nd the, possess. 

ITHDRAWALS FROM THE ENTREPRENEURIAL INCOME 

OF Ql'ASI-CORPORA TE ENTERPRISES ( 4 3 AS DIS
BURSE~!ENT; 4.4 AS RECEIPT) 

7.43. The income and outlay accounts of the sys
m portray the withdrawals which the owners of the 

On-financial and financial quasi-corporate enterprises 
.ake from the entrepreneurial income of the business. 
.,hese \\ithdrawals should, in principle, be the actual 
3Yrnents made to the proprietors out of the sum of 
e operating surplus and net property incomes of the 

quasi-corporate enterprises In practice, the business 
arrangements and accounting may be such that it is not 
possible to have data on the actual withdrawals which 
th~ proprietors make from the entrepreneurial income 
of certain quasi-corporate enterprises, or that all the 
net income (saving) of the business is implicitly trans
ferred to them. It will be necessary in these instances 
to equate the withdrawals under discussion to the net 
incomes of the quasi-corporate units In any case, the 
flow should not include receipts which the proprietors 
derive from the capital transactions of the enterprise, 
for example, the running down of its fixed or financial 
assets, or from the liquidation of their equity in the 
business The withdrawals are thus restricted lo trans
actions which are relevant to the income and outlay 
accounts only 

744. The withdrawals of the proprietors from the 
entrepreneurial income of their quasi-corporate enter
prises may be less than the unit's entrepreneurial 
income reduced by its net current unrequited transfers, 
These transfers may be taxes levied on the net income 
of the branches of foreign companies or on certain 
types of partnerships, grants made to private non-profit 
institutions or write-offs of bad debts In other words, 
quasi-corporate enterprises will retain some of this net 
income though it is questionable whether certain units, 
for example, small branches of foreign companies or 
government enterprises, will in fact do so, Permitting 
quasi-corporate enterprises to retain saving is consistent 
with the fact that they do have, and control. capital 
assets, financial and tangible, and liabilities. A con
sequence of this approach is that the transactions in 
respect of the proprietors' net additions to the accumu
lation of quasi-corporate enterprises relate only to 
the funds, or other resources, which they actually add 
for this purpose, reduced by any withdrawals which 
they make from the capital of the enterprises. (See 
paragraphs 7.92 and 7 93 and table 7.2 below for 
fuller definition of "Proprietors' net additions to the 
accumulation of quasi-corporate enterprises" ) 
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7 45 The owners of quasi-corporate enterprises 
may furnish funds in order to compensate for negative 
entrepreneurial, or net, income. Such funds should of 
course be treated as negative proprietors' withdrawals 
from the entrepreneurial income of the units An 
example of this is given in paragraph 7 3 7 above, in 
the case of government enterprises While compensation 
for the losses of government enterprises should, in 
certain instances, be classed as a subsidy, the funds 
which proprietors of private quasi-corporate enterprises 
transfer to these units on current account should 
always be considered as negative withdrawals from en
trepreneurial income .. 

Properly income ( 4.5 as clishursement; 4,6 as 
receipts) 

GENERAL DEFINITION 

7.46. Property income may be defined as the actual 
and imputed transfers of income resulting from the 
use by one economic agent of the financial assets, land 
and intangible assets, such as copyrights and patents, 
owned by another economic agent The forms in which 



property iucomes are transferred depend on the insti
tutional structure and arrangements of an economy; 
and sho;_,Jd be reflected in the classification of these 
transactions in the national accounts for the economy. 
Common types of property income are interest and 
dividends, in respect of financial liabilities and assets, 
and net rent and royalties, in respect of the use of land, 
copyrights, patents and similar rights 

7 .4 7 Flows of interest, dividends, net rents and 
myalties should be recorded as of the date they are due 
to· be paid (received). Where, for example, the interest, 
net rent, or royalty due to be paid at a given time 
relates to more than one period of account, past or 
future, as well as current, no attempt should be made 
to apportion these flows. to each of the periods Divi
dends should also be recorded as of date payment 
(receipt) becomes due, not as of the time the dividends 
are declared or earned 

INTEREST AND DIVIDENDS (4.51 AND 4.52 RESPECTIVE

LY, AS DJSBURSEMENT; 4 61 AND 4.62 RESPECTIVE! Y, 

AS RECEIPT) 

7 48 Interest comprises property incomes in respect 
of such financial claims as bank and other deposits, 
bills, bonds, promissory notes and other loans, accounts 
receivable and payable. trade advances and consumers' 
debts, and household equity in life insurance reserves 
and pension funds. It may be necessary to impute 
certain flows of interest in part, for example, interest 
in respect of the household equity in life insurance 
reserves and pension funds. Dividends consist of trans~ 
fers of income in respect of the shares and other forms 
of participation in the equity of private incorporated 
enterprises, co-operatives and public corporations 

RENTS AND ROYALTIES (4.53 AS DJSBURSEMENT; 

4 63 AS RECE!Pl) 

Ner rent\ of land 

7 49 The rents which should, in principle, be 
included in property income are the net rents in respect 
of leased or rented land. ( See paragraph 7. 81 below 
for definition of land ) The land may be utilized for 
agriculture, exploitation nf mineral deposits, timber 
tracts and fishing sites, the construction of buildings 
and other structures, the provision of railroad rights 
of way, scrap yards and dumps, or the pursuit of other 
industrial and commercial activities. Net rents in respect 
of let, residential and non-residential buildings and 
other durable reproducible goods, should not, in 
general, be included in this flow Instead, these net 
rents are part of the operating surplus of the owner of 
the fixed assets since the total rent for their use is 
treated as a payment for a commodity-type service 
The difference in classification between the net rents 
in respect of land, on the one hand, and structures, 
machinery and equipment, un the other, reflects the 
difference in character and role 'in production between 
the two classes of goods ( See also paragraphs 646 
through 6 48 above.) 

7 50 The rents in respect of land which is to be 
classed as property income is, in principle, restricted 
to th,,. net rent (in other words, the net income from 

the ownership of the land) since the total rents may 
include costs which should be recorded on the pro
duction accounts of the system, The rent may, for 
example, cover land taxes and certain forms of maintew 
nance in respect of let land which are the obligation 
of the owner .. ln such instances, these elements, which 
are here called gross rent, should be recorded on the 
production account of the user of the land as indirect 
taxes and the intermediate consumption of a commodi
ty-type service, respectively As is said in paragraph 
647 above, it is expedient to classify these charges 
to the user of the land, instead of the owner, for pur
poses of input-output and related analysis. Taking this 
approach also avoids the raising of a nominal industry 
in respect of the ownership of land in cases where the 
owner does not engage in other businesses. Marked 
difficulties may sometimes be encountered in parti
tioning the total rent of land into net rent and the 
elements of gross rent In these instances, any land 
taxes which are included in the total rent should at 
least be segregated and entered on the production 
account of the user of the land. The remainder of the 
total rent might be recorded as property income 

7.51. Other situations may occur where it may be 
necessary to include rents which should be recorded on 
the production account in net rent As is indicated in 
paragraph 648 above, farms may be Jet, including the 
associated agricultural buildings and equipment; and 
it may not be possible to segregate the rent in respect 
of the buildings and equipment from the net rent in 
respect of the agricultural land ln these instances, the 
total rent, net of any real estate taxes which may be 
included in the rent, might be recorded as property 
income The real estate taxes should be treated as is 
recommended in the preceding paragraph 

Royalties 

7 52 The royalties to be included in the same 
category of transactions as net rent of land are pay
ments (receipts) for the use of patents, trade-marks, 
copyrights or similar exclusive rights owned by other 
economic agents, For example, periodic fees may be 
paid (received) in respect of licences for the manufac
ture of patented goods, or the use of patented processes 
or trade marks. Or, royalties are involved in the right 
to publish copyrighted materials These royalties are 
classed as a form of property income rather than as 
payment for a commodity-type service since inventions, 
creating goodwill, authoring a book and the like, are 
not included in gross fixed capital formation, or even 
gross output, in the national accounts However, where 
the fees in respect of the manufacture of patented goods 
or the use of patented processes or trade marks cover 
technical or managerial services as well, the full fees 
might be recorded as the purchase (sale) of a com
modity-type service. In practice, it may be necessary to 
record the transactions in question in this fashion 
because of the way in which businesses keep their 
accounts Finally, it should be indicated that the out
right transfer, purchase and sale, of patents, copyrights 
and similar intangible assets is to be dealt with in the 
flow "Net purchases of intangible assets n .e.c!' vf the 
capital finance accounts (See paragraphs 7 85 and 
7 86 below.) 
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Transactions concerning casualty insurance and 
other eontrncts (5.0) 

CASUALTY INSURANCE 

7 53 Contractual transfers of income include net 
premiums in respect of casualty insurance (5 I as a 
disbursement; 5.3 as a receipt) and claims arising from 
the insurance (5.2 as a receipt; 5 4 as a disbursement). 
Examples of casualty insurance are insurances against 
the risks of accidents, illness, unemployment, fire, 
earthquakes and ffoods The net premiums, that is, the 
excess of the premiums over the imputed service 
charges, in respect of a given type of casualty insurance 
is taken as the measure of the costs of the risk of 
insuring against the casualties in question during the 
period of account. ft will be recalled from paragraph 
6.37 that the imputed service charges for a given 
type of casualty insurance during a period of account 
is equal to the excess of the premiums over the claims 
which are payable during the period Thus, in the 
case of the underwriters of the insurance, the net 
premiums and claims due during the period will be 
equivalent. Nonetheless, the net premiums received by 
the underwriters during a period of account do not 
furnish an exact measure of the cost of their actual 
risks of providing the casualty insurance during the 
period because of differences in timing between the 
occurrence of casualties and the settlement of claims. 
The net premiums payable and the claims receivable 
will not necessarily be equivalent in value in the case 
of the various sectors of policy holders 

7 54. Net premiums and claims in respect of 
casualty insurance are to be recorded when due to be 
paid (received). Where the net premium is for insurance 
covering several periods of accounts, no attempt should 
be made to apportion it among these periods. Claims 
are due to be paid after the parties concerned have 
reached agreement on the amount of the claim, or the 
claim has been adjudicated 

7 55. The transactions in respect of life insurance 
and pension funds which are comparable with net 
premiums and claims in respect of casualty insurance, 
are not to be recorded in the income and outlay 
accounts, Instead, these transactions are dealt with in 
the. flow "Net equity of households on life insurance 
reserves and on pension funds" since they contain 
elements of saving and insurance which it is not feasible 
to separate meaningfully 

INSURED DAMAGES TO THIRD PAR TIES 

. 7.56. Certain forms of casualty insurance cover the 
nsk that the insured economic agent may inflict 
damages on third parties, for example, insurance against 
claims arising from injuries to pedestrians inflicted by 
the motor vehicles of the policy holders .. When such 
claims are paid, they should be recorded first as a 
tra~sfer from the casualty insurance company to the 
pohcy holder and secondly as a transfer from him to 
the injured party. · 

UNINSURED DAMAGES AND BREACHES OF CONTRACT 

. 7 ,57_ Payments by one economic agent to another 
in respect of uninsured injuries, damages or breaches 
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of contract are also transfers of income of a contractual 
character These transactions will be recorded on the 
income and outlay accounts of the parties concerned 
as of the date the payments are due to be made. The 
basis for establishing these dates should be the same 
as for insured claims 

llnrequitecl current transfers (6.1 thr-ough 6.23) 

7 58 This section deals with the definition and 
classification of unrequited transfers on current account 
except indirect taxes and subsidies. which have been 
discussed earlier in this chapter.. The categories of the 
transfers used in the system are listed and defined in 
table 7 I below. The text of this section indicates (i) 
the nature of the classification. (ii) the manner in which 
the transfers under discussion are distinguished from 
certain other classes of transactions and (iii) the time 
at which the transfers should be recorded in the 
accounts of the system Questions arise concerning (i) 
the sub-division of unrequited transfers into those on 
current account and those on capital account, (ii) the 
differentiation of direct taxes and compulsory fees from 
indirect taxes and (iii) the distinction between un
requited current transfers and purchases of goods and 
services Tile principles of drawing the last two distinc
tions have already been discussed in earlier parts of 
the report (paragraphs 7 25 and 7 26, 6 89 through 
6.91, and 6 97 through 6 100); the implication of these 
principles for the definition of selected categories of 
current transfers is indicated here 

GENERAL CHARACTER OF THE TRANSFERS 

7 59. Unrequited transfers are neither contractual 
nor quid pro quo in character. The funds or goods 
transferred are, for example, not in exchange for a 
specified amount of goods or services purchased 
voluntarily, or in payment of a loan or contractual 
obligation. The transfers between private parties are 
purely voluntary but those to, or from, the public 
authorities usually arise from legal obligations to, or 
legal commitments of, these authorities · 

7.60 Unrequited current transfers are distinguished 
from capital transfers in light of the purpose for which 
the transfer is to be utilized and the basis, source and 
frequency of the payment Transfers on current account 
should be utilized to finance production or consumption, 
but not investment in tangible or financial assets, during 
a period of account; and should be made out of current 
income, and not wealth at very infrequent intervals. In 
order to be classed as a current transfer, a transaction 
should be on current account from the point of view 
of both the recipient and the donor. (See paragraphs 
7. 74 through 7 76 for fuller discussion of this question.) 
It is useful to recall at this juncture that transfers which 
enter into the current receipts of industries are generally 
classed as subsidies; and add to the operating surplus 
of these units Transfers which finance the production 
of private non-profit services to households or govern
ment services only may be included among the current 
transfers under discussio~ in this section Similarly, the 
distinction between indirect taxes and direct taxes in 
the case of producers hinges on whether or not the 



current transfers to the public authorities are considered 
to be part of their costs of production. 

TIME OF RECORDING 

7 6 I . The general rule which is to be followed in 
the case of current transfers which represent obligations 
to, or commitments of, organs of general government 
is to record the transfers as of the date when they are 
due without penalty The other unrequited current 
transfers under discussion should be recorded as of the 
date when they are made 

7 62 Several dates of recording can be connected 
with income taxes, namely, the dales of earning the 
income, of assessment or demand, or bf payment 
Frequently the assessment is based on the earning of 
the preceding year, and the demand is made in the year 
following the assessment It would be useful for certain 
analytical purposes to have data on income taxes in 
respect of the time when the income on which the 
taxes are levied was earned It is therefore suggested 
that data in respect of income taxes should be compiled 
on this basis, supplementary to data as of the date the 
income taxes are due without penalty. 

CLASSIFICATION 

Nature 

7.63 The scheme of classification set out in table 7 I 
is primarily designed to group unrequited current 
transfers into categories in the light of their character, 
for example, the basis and object of the transfers. 
Another consideration which has been taken into 
account in raising the categories is the role and 
importance of the various types of transfers in respect of 
the redistribution of incomes The use of these criteria 
in designing the scheme of classification should promote 
its analytical and instrumental usefulness. 

7 64 A number of the current transfers made to, 
or by, the public authorities are substantially different 
in nature from the current transfers between private 
transactors As a consequence, such categories of the 
classification as direct taxes, compulsory fees and fines, 
social security contributions and social security benefits 
relate only to transactions where a government body 

is one of the parties, It is also of value to include a 
special category in the classification in respect of 
transfers between government bodies, On the other 
hand, the public authorities are not the sole donors of 
grants for purposes of social assistance or financing the 
activities of private non-profit institutions on current 
account And business units, as well as government 
services, may pay unfunded pensions, family allowances 
and similar benefits to their employees .. 

Selected aspect, of definition 

7.65 The category "direct taxes n e.c>' includes 
taxes and duties paid by households in respect of the 
possession and use of goods, for example, motor vehicle 
licence fees. Such fees, when paid by households, are 
classed as direct taxes if they are not directly connected 
with the provision of non-regulatory service by the 
public authorities, and are primerily designed to raise 
general revenue For example, licence fees which house
holds pay, in respect of their radio and television sets 
are not classed as direct taxes if the public authorities 
provide general broadcasting services. The licence fees 
are considered to be the purchase of a service in these 
circumstances, However, if the service furnished is 
regulatory in character, the fees which households pay 
for the service, for example, passport fees, airport 
duties, driving and dog licences, are classed as com
pulsory fees since they are obligatory and unavoidable 
in the only circumstances in which they are useful 

7 .66 The compulsory fees and duties discussed in 
the preceding paragraph are classed as indirect taxes 
when paid by producers. These payments are included 
in the cost of production of business units and other 
producers On the other hand, regular levies on the net 
income, financial assets or net worth of business units 
are not accounted for in their costs of production; and 
are classed as direct taxes 

7.67 The distinction between social security benefits 
a~id social assistance grants to households is, to a 
considerable extent, based on differences in mode of 
financing, deciding on and administering the transfers 
In the case of social security benefits, for example, 
the payments are usually made out of special govern
ment funds or reserves and generally linked with 
compulsory employee and/or employer contributions 

Table 7.L Classification and definition of unrequited current transfers except indirect taxes and subsidies 

6 l Direll ta.res 
6 l 1 Di reel ta .tt'J 011 income 

Levies by public authorities al regular intervals, 
except social security contributions, on income 
from employment. property, entrepreneurship, cap
ital gains, pensions and from other sources 
Real estate and land taxes are included if they 
are merely an administrative procedure for the 
assessment and collection of income taxes 

6.1.2 Direll taxes n.e c 
Levies by public authorities at regular intervals 
on the financial assets and the net, and total, 
worth of enterprises, private non-profit institu
tions and households; and on the possession, or 
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use. of goods by individuals and households. 
Excluded are non-recurrent levies in respect of 
these items 

6. 2. Compulsory /us, /illt!i', und penalrie.t 

Compulsory fees are payments to public authorities by 
households in respect of services the primary purpose 
of which is to serve as an instrument of the government 
and which are obligatory but unavoidable in the only 
circumstances in which they are useful Examples of 
such fees are payments by households for driving tests 
and licences, airport duties or court services The public 
authorities may assess fines and penalties on corporate 
and quasi-corporate enterprises, private non-profit insti
tutions or individuals and households 



Table 7.1. Classification and definition of unrequited current transfers except indirect taxes and subsidies (continued) 

6 3 Social security contrihutions 

Contributions on the account of employees, whether 
made by themselves or their employers, to the social 
security arrangements which are defined in para
grap;1 5.27. These arrangements are schemes imposed, 
rnntrolled or financed by public authorities for purposes 
of providing social security benefits for the community. 
or large sections of the community All these con
tributions are classed as the social security contributions 
of the employees 

6..4 Social security bene{ih 

Payments to individuals under the social security 
arrangements described in the case of category 6 3 
above, The payments are usually made out of a special 
fund; and are generally related to the income of indi
viduals from employment and/or the contributions !o 
social security arrangements made on their account. 
Examples Ure unemployment insurance benefits and 
supplements, accident, injury antl sickness benefits, old
age, disability and survivors' pensions, family allow
ances, reimbursements for medical and hospital 
expenses 

6 5 .Social <ISJistance grwt/5 

Cash grants to individuals and households, by public 
authorities, private non.profit institutions and corporate 
and quasi-corporate enterprises, except social security 
benefits and unfunded employee welfare benefits (cate
gories 6 4 and 6 8 respectively), such as relief paynients; 
widows'. guardians' and family allowances and payments 
of medical and dental expenses which are not part of 
social insurance schemes; war bonuses, pensions and 
service grants; and scholarships. fellowships and main• 
tenance allowances for educational. training and simi!U:r 
purposes ]ncluded are payments by the public au• 
thorities for services provided by industries and private 
non-profit institutions directly and individually to per
sons. whether these payments are made to the indivi• 
duals or directly lo the providers of the services, which. 
in view of the criteria set out in paragraphs 6 73 and 
6 74, the persons are considered to have purchased 
Excluded are transfers to households and individuals in 
respect. of property losses during floods, war and similar 
calamities and business investment 

6.6 Current tram/en tu prirnlt• IIOlt•profic imtitutivm 
servi11g homeltolds 

Grants and gifts, in cash and in kind, to resident and 
non•resident private non•profit institutions serving hotise
holds which are intended for use on current account, 
that is, to cover the current costs of providing services 
Included are membership dues paid to trade unions, 
political organizations, fraternal bodies and the like 

6,7 Unfunded employee welfare contributivnJ imputed 

Employers' imputed contributions on the account of 
their employees in respect of such benefits as pensions, 
family allowances, and casualty. lay-off and severance 
compensation which they pay directly to their em
ployees, without establishing special funds or reserves, 
or participating in private funds or insurance schemes 
for this purpose (See paragraphs 7.17 and 7.18 for 
fuller definition.) Imputations of this type may be 
required in the case of general government bodies, enter
prises and private non-profit institutions serving house
holds 

6 8 Unfunded employt'e welfare be11e{it5 

Direct payments of such benefits as pensions, family 
allowances. casualty, lay-off and severance compensation 
by employers to their employees without having estab• 
lished special funds or reserves. or participated in private 
funds or insurance schemes for this purpose (See 
paragraphs 7 17 and 7 I 8 for fuller definition ) These 
payments may be made by gene1 al government bodies 
enterprises or private non-profit institutions serving 
households 

6 9 Current tra115fer.1 11 e.c. made by general government 

Unrequited current transfers made by general govern
ment bodies which are not classified elsewhere. These 
transactions will in general be transfers. in cash or in 
kind, to other general government bodies made for 
purposes of financing outlays and general deficits on 
current account. Examples are unilateral shipments of 
coh1modities for consumption, such as food, clothing 
and military equipment; grants to finance military out
lays, current health, educational and other social ex• 
penditures, and budgetary deficits on current account; 
and payments of assessments and olher periodic con
tributions to international organizations It will be valu• 
able to sub-divide this category into current transfers 
n e.c. to resident government bodies ( 6. 9 1 ) and to non
resident government bodies ( 6 9 2) 
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6 10 Current tramfen II e c, received hy ge11eral go1·emme11t 

Unrequited current transfers received by general govern• 
mcnt bodies which are not classified elsewhere. These 
transactions will, in generaL be transfers. in cash or in 
kind. received from other general government bodies 
for purposes of financing outlays and general deficits 
on current account Examples are transfers of food. 
clothing and military equipment received and grants 
used to finance military outlays. current health, educa
tional and cultural expenditure. and budgetary deficits 
on current account lt will be valuable to sub.divide this 
category into currrent transfers n.e c from resident 
government bodies (6.10 I) ancf from non-resident 
government bodies ( 6 IO 2) 

6 11 Current trans/en II e.l. madt' by otha residl'11t unih 

Unrequited current transfers made by enterprises and 
households which are not classified elsewhere The trans• 
fers will, in general, be made to enterprises and house
holds; and consist of transactions such as write-offs of 
bad debts, migrants' remittances. emigrants' transfers of 
personal and household goods, cash grants of a current 
character between households, and gifts in kind from 
resident households to non-resident households It will be 
useful to sub-divide this category into current transfers 
n e c. to resident units ( 6 I 1 t ) and to non•resident units 
(6112) 

6 12 Current lram'{ers 11 el rec.ei1·ed by other n 1side11t units 

Unrequited current transfers received by enterprises and 
households which are not classified elsewhere The trans
fers will in general be received from other enterprises 
and households; and consist of transactions such as 
allowances for bad d;:bts, migrants' remittances, trans• 
fers of immigrants· personal and household goods, 
cash grants of a current character between househ0ids, 
and gifts in kind received by resident households from 
non-resident households ll will be useful to sub-divide 
this category into current tran,;fers n e c. from resident 
units (6 12 I) and from non-resident units (6.12.2), 



and past earnings in employment This is not so in the 
case of social assistance grants, though the purposes 
of these grants and of social security benefits may be 
similar. Unfunded employee welfare benefits and 
imputed contributions are separated in the classification 
from social security benefits and contributions, respect
ively, also because of significant differences between 
these two classes of transfers in source of financing and 
mode of administration 

7.68. While one of the parties to the transaction 
must of course be a resident, the other party may be a 
non-resident in the case of any of the categories of 
transfers set out in table 7 .1. In other words, the public 
authorities, employees, individuals and households, 
employers and enterprises, and private non-profit 
institutions which are referred to in the definition of 
the categories, may be resident or non-resident 
Classification into transactions between residents only 
and transactions between residents and non-residents is, 
however, thought to be worthwhile in the case of the 
categories relating to miscellaneous unrequited current 
transfers only. 

Saving (7.1) 

7 .69 We now pass from the income and outlay 
accounts to the capital finance accounts of the system 
The sources of finance of accumulation are saving, 
which is the link between the two accounts, the sums 
set aside for the consumption of fixed capital, capital 
transfers and the net incurrence of liabilities Accumula
tion consists of gross capital formation, net purchases 
of land, net purchases of certain intangible assets, and 
the net acquisition of financial assets. Gross capital 
formation is dealt with in chapter VI and consumption 
of fixed capital is discussed in an earlier section of 
this chapter The other categories of transactions 
entered in the capital finance accounts are discussed in 
turn below .. 

DEFINITION 

7 70. Saving is the balancing item on the income and 
outlay account of resident institutional units, after all 
current receipts and disbursements have been accounted 
for. Saving is thus defined in terms of the flows which 
have been discussed in the preceding sections of this 
chapter Capital gains and losses associated with 
transactions in goods and services are therefore 
excluded from the concept of saving Other deviations 
from the definition of saving in this system which may 
be encountered in the concept utilized in business or 
government accounts, may be due to deviation from 
the national accounts in respect of the following: the 
method of evaluating consumption of fixed capital; the 
classification of transactions into current and capital 
flows; or the use of a cash, instead of an accrual, basis 
of recording transactions. 

7 . .71 In this system, institutional units are generally 
credited with the saving which they in fact retain. 
The retained saving of quasi-corporate enterprises, both 
non-financial units and financial institutions, is net ot' 
the proprietors' withdrawals from entrepreneurial in
come, just as the retained saving of incorporated enter
prises is net of the dividends paid All the saving of 

pension funds is however transferred to households in 
the form of interesL While the saving is available to 
the pension funds for investment, pension funds usually 
credit it, as interest, to the equity of participants. On 
the other hand, life insurance companies distribute a 
part of their net income only to policy holders, as 
interest added to the equity of the policy holders in 
the reserves of the insurance company. The saving to be 
shown on the income and outlay and capital finance 
accounts of life insurance companies is their free saving, 
that is, their net income reduced by the interest earned 
by policy holders on their equity in the companies' 
reserves, 

SUPPLEMENTARY DATA 

7. 72. The saving of non-financial corporate and 
quasi-corporate enterprises and financial institutions 
recorded in the national accounts of a country will 
include the saving (retained net income) of branches 
(Le. unincorporated units) and subsidiaries (Le. in
corporated units) of non-resident proprietors. While 
the branches will be classed as quasi-corporate enter
prises because of the presence of non-resident owners, 
the business and/ or accounting arrangements in the 
case of a number of branches may be such that all of 
the net income of these branches is transferred to the 
proprietors, explicitly or implicitly. Since the sub
sidiaries are incorporated units, a convention is required 
as to what proportion of the equity of an enterprise 
should be owned by a proprietorship for it to be 
considered a subsidiary of the latter. Ownership of 
more than half of the share capital has often been used 
for this purpose.. For certain analytical purposes it 
will be desirable to furnish separate data on the saving 
of the branches and subsidiaries of non-resident 
proprietors, 

7 73 In some countries, public corporations will 
include authorities set up to administer marketing and 
price stabilization schemes, a part of the net income 
of which is set aside for future distribution to the 
producers on whose behalf the schemes have been set 
up. This undistributed income will be part of the saving 
of the authorities; and where important, it might be 
shown separately Schemes of this type may also be 
established as government enterprises, and the surplus 
of general government may then include the part of 
the net income from these marketing schemes which 
has been set aside for future distribution to the agricul
tural producers. 
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Net capital transfers (7 .6) 

GENERAL PRINCIPLES OF DEF!NlflON 

7. 74. In this system, net capital transfers are 
recorded uniformly on the capital finance accounts of 
the resident institutions so that, in a closed economy, 
debits and credits on these accounts offset each other 
and no net contribution is made by these transfers to 
the finance of accumulation, In an open economy, net 
capital transfers received from the rest of the world 
constitute an independent source of finance for accumu
lation, and together with net borrowing from abroad, 
represent that part of the saving of the rest of the 
world placed at the disposal of the economy 



7 75 Capital transfers, as understood here, refer 
to those unrequited transfers which are not, in general, 
considered by the recipient as adding to his current 
income or by the payer as reducing his current income. 
Such transfers, in principle, influence the level of 
consumption only indirectly through their effects on the 
amount and composition of the assets of the recipient 
or the payer Instead, they influence directly the level of 
capital investment or wealth of the recipient or the 
payer. In practice, however, intersectoral transfers of a 
mixed character may take place, particularly between 
general government and other sectors, in which one 
party regards the transfer to be of a current nature 
while the other party regards it as of a capital nature. 
The rule followed here is that all mixed transfers of this 
kind should be treated as capital transfers 

7. 76 The adoption of this principle may be 
explained by considering what the situation would 
be if the accounts of the payer and recipient of an 
unrequited transfer were consolidated. Where the 
recipient utilizes the grant to finance accumulation, the 
funds would appear as part of saving on the con
solidated account. Thus, the payer may be consitlered 
to be placing part of his saving at the disposal of the 
recipient. If the recipient utilizes the grant to finance 
his consumption expenditure, the saving on the con
solidated account would be correspondingly reduced. 
Where taxes levied on wealth are utilized by the public 
authorities to finance outlays on consumption, the con
solidated balance-sheet account for government and the 
private payer would show the drawing down of wealth. 

7. 77 The main criteria adopted to distinguish capital 
transfers from unrequited current transfers are there
fore the purposes for which the transfer is to be utilized, 
the basis and source of the payment, and the frequency 
with which the transfer occurs from the point of view 
of either the payer or the recipient. Unrequited 
transfers which are non-recurrent (quite irregular) for 
either party to the transaction are considered to be 
capital transfers. Also included among capital transfers 
are grants which are designed to finance fixed capital 
formation or long-term expenditure and unrequited pay
ments which may be considered as transfers of wealth 

APPLICATION OF THE GENERAL PRINCIPLES 

7. 78. It will be useful to describe the composition 
of capital transfers in terms of the types of transactions 
covered. 

7. 79. Government departments may make capital 
transfers, such as investment grants, payments for 
damage due to war or floods, or indemnities for other 
calamities, to enterprises and private non-profit institu
tions Capital transfers on account of the private un
incorporated enterprises included in the household 
sector should be treated as grants to the owners of 
these units. The public authorities may also indemnify 
households for war, flood and other damages in respect 
of personal property 

7 80 The public authorities may receive payments 
of non-recurrent capital levies and confiscations from 
corporate and private quasi-corporate non-financial 
enterprises, financial institutions and households. House
holds may also pay death duties and taxes on legacies. 

7 81 Capital transfers between organs of govern
ments may consist of grants for purposes of financing 
fixed capital formation and of unilateral transfers of 
capital goods Capital transfers between the govern
ments of two countries may, in addition, be in the 
form of grants to finance deficits on external trade or 
reparations It will be useful to classify the net capital 
transfers made, or received, by general government into 
transactions with residents and transactions with the 
rest of the world 

7. 82 Corporate and private quasi-corporate enter
prises and households may make grants to private non
profit institutions for fixed capital formation and for 
establishing or augmenting endowments for long-term 
expenditure. Households may receive, or give, legacies 
and other gifts of a capital nature; and migrants may 
make capital transfers of financial assets or the capital 
assets of their businesses 

Land and selected intangible assets 

NET PURCHASES OF LAND (7.4) 

7.83. Land is defined to include sub-soil deposits, 
forests and inland waters, but to exclude structures and 

. similar construction works situated thereon. Though 
expenditures made on other kinds of improvements to, 
and the reclamation of, land are part of fixed capital 
formation, these improvements become an integral part 
of the value of the land It is therefore desirable to 
cover such improvements to land in the concept of 
land after the period of account in which they are made. 
Where dwellings and non-residential buildings are pur
chased (sold) at second-hand, it may not always be 
practical to separate the sales value of the land involved 
in the transaction from the sales value of the structure. 
In such instances the total sales value might be recorded 
in gross fixed capital formation, under net sales of 
second-hand fixed assets. (See also paragraph 6 127.) 
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7. 84. Purchases and sales of land are considered to 
take place between resident institutions only, at the 
moment when the legal title to the land passes. Where 
land is purchased by a non-resident, a nominal resident 
institution is considered to be the owner of the land The 
foreign owner will hold the equity of the notional 
resident institution, which will be equivalent to the cost 
of purchase of the land. The value recorded in the 
flow "Net purchases of land" in the case of the buyer 
and seller of the land will be the same, namely, the 
sales value of the land. The transfer costs involved in 
the transaction, for example, brokers' commissions, 
cost of legal services and fees for title searches, represent 
the production of a commodity-type service, and are 
to be recorded in the fixed capital formation of the 
buyer and seller in the light of the portion of the 
transfer costs which each party bears The buyer and 
seller of the land may share the transfer costs, for 
example, fees for title search and legal services in the 
case of the former and brokers' commissions and fees 
for legal services in the case of the latter. 

7.85. In recording transactions in "Net purchases of 
land" in the accounts and supporting tables of the 
system, sales are netted against purchases for all mem
bers of the sector or sub-sector shown, that is, consol-



idation is employed. In the case of a country, purchases 
and sales to be recorded in this flow cancel one another 
out, 

NET PURCHASES OF IN!ANG!BLE ASSETS EXCEPT 

CLAIMS (7.5) 

7 86. The transactions to be recorded in respect of 
net purchases of intangible assets except claims relate 
to the purchases and sales of intangible assets which do 
not represent claims on second parties; in other words, 
which are not matched by liabilities. Examples of these 
intangible assets are exclusive rights to exploit mineral 
deposits and fishing grounds, other concessions and 
leases in respect of land, patents, copyrights and trade 
marks The transactions of interest here are once-for
all transfers of the legal title to such exclusive rights. 
ln these transactions, the purchaser acquires the power 
to sell, assign, or use exclusive rights which the 
intangible asset represents; and the seller completely 
relinquishes all of these privileges. The issue of licences 
to use patented processes, or permission to publish 
copyrighted material, or sub-leases of mining con
cessions, should not be treated as the sale and purchase 
of the intangible assets in question. In the case of 
these contracts, the authority to make use of the patent, 
copyright or concession is limited and periodic payments 
are usually made in respect of the granted privileges. 
The periodic payments will be classed as payments of 
royalty. (See also paragraph 7 .52.) 

7.87. The flow "Purchases of intangible assets n.e.c., 
net" for a given group of transactors is equivalent to 
the excess of the cost of the purchases of these assets, 
reduced by the included commissions and legal fees, 
over the proceeds of their sales In the case of a given 
transaction, the purchase and sales values to be entered 
in the flow under discussion are equivalent The legal 
fees and other transfer costs involved in the transaction, 
the cost of which may be shared by the buyer and 
seller, represent the gross output of a commodity-type 
service. The part of these costs which the buyer or the 
seller bears should be recorded in his gross fixed 
capital formation In view of the manner in which pur
chases and sales are recorded, the net purchases of 
intangible assets other than financial claims of a country 
represents her net purchases of these assets from the 
rest of the world 

Transactions in financial claims (8.0 as an asset; 
9.0 as a liability) 

7. 88.. This section of the chapter deals with trans
actions in financial assets and liabilities. These transac
tions are exhibited in the lower panel of the capital 
finance accounts of the system. The excess of the net 
acquisition of financial assets over the net incurrence 
of liabilities by a resident institution is equivalent to 
its net lending Net lending and capital transfers are 
the ways in which the saving of an institution is made 
available to other economic agents. Financial institu
tions play a key role as middlemen for transactions in 
financial assets and liabilities 

7. 89. The scheme to be used to classify transac
tions in financial assets and liabilities is dealt with 

first in this section since it serves as a basis f01 dis
cussion of the other aspects of the topic. The scheme, 
which is also suitable for purposes of classifying 
holdings of financial claims, . is set out in table 7 .2 
below; and certain features of it are elaborated in the 
text of this section. Considered in turn, afterwards, are 
the basis of recording, the valuation of, and the time 
of recording of transactions in financial assets and 
liabilities 

THE SCHEME OF CLASSIFICATION 

Character and use 

7 .. 90 The first level of the classification in table 7.2 
is designed to classify financial assets and liabilities 
according to the type of instrument, degree of liquidity 
and the circumstances in which the transactions take 
place in the first instance .. A second, more detailed 
level of classification is used in the case of a number 
of the categories of financial assets in order to indicate 
the institutional sectors of the debtors. It is also sug
gested that a few categories of liabilities be classified 
accor.ding to the institutional sectors of the creditors. 
These sub-classifications are limited to categories of 
financial assets and liabilities for which information 
about the class of debtor or creditor is of particular 
value analytically, and should be feasible to gather. 
The two recommended levels of classification of finan
cial claims, in combination, should furnish a frame for 
the compilation of data on such questions as the exte
rior sinks of investment and sources of finance, as wen 
as the degree of liquidity and solvency, of the various 
institutional units. The classification should also be of 
value in portraying markets, organized and unorga
nized, in respect of the various types of financial claims. 

7. 91 . The detail in which the classification of finan
cial assets and liabilities is to be employed in the 
standard accounts and tables of the system varies, 
depending on the institutional sector under study and 
the major analytical requirements to be served. Con
siderably less detail in classification is required, or is 
feasible, in the case of accounts and tables concerning 
households than in the case of the accounts and tables 
concerning financial institutions. In general, the use of 
the first level of the classification only, adapted to the 
institutional sector under study, is recommended in the 
case of the standard capital finance accounts. The use 
of the more detailed level of classification is restricted 
to the supporting tables relating to transactions in 
financial claims. In view of the need for data on foreign 
financial assets and liabilities for purposes of monetary 
and balance-of-payments studies, the distinction be
tween foreign and national claims is extensively em
ployed in the supporting table concerning the transac
tions of monetary institutions and monetary activities 
of the treasury. 
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7.92 It will be useful to elaborate below the def
inition of selected categories of financial claims. 

Proprietors' net addition to the accumulation of quasi
corporate enterpri.ses 

7. 9 3 This category is defined to exhibit the net 
result of the actual additions to, and withdrawals from, 
the capital of quasi-corporate enterprises which consist 



Table 7.2" Financial assets and liabilities 

(a) CLASSIFICATION (Definitions of general terms, such as 
bills, bonds or loans, are given irr the second section of 
the table) 

The number 8 in the first portion of the code identifies a 
financial asset; and 9 in the first portion of the code idenlifies 
a liability 

8 I Gold 

8 2 or 9 2 

All holdings of gold except for industrial uses 
and purposes 

Currency and tr.ansfaable deposits 

Notes and coins in circulation; and deposits 
which are exchangeable on demand at par, 
without penalty or restrictions, and which are 
transferable by cheque, or are otherwise com• 
monly used to make payments. These categories 
should be cross•classified according to currency 
and transferable deposits (i) which are held in 
the national currency of a country and in foreign 
currencies and (ii) which are the liabilities and 
assets of resident bodies (monetary institutions 
and central government) and the liabilities and 
assets of the rest of the world ( e g. foreign 
banks and governments) 

8 3 or 9 3.. Other deposits 

All claims, other !han currency and transferable 
deposits, on monetary institutions. other financial 
institutions and government organs that are 
represented by evidence of deposit. Jn the case 
of most countries, deposits with savings banks 
would be included Also to be included are 
shares in small denominations. or similar evi• 
dences of deposit, issued by savings and loan 
associations, building societies, credit unions and 
the like which are legally, or in practice, redeem
able on demand or relatively short notice. These 
categories are to be cross-classified into deposits 
(i) which are held in the national currency of 
a country and in foreign currencies and (ii) 
which are the liabilities and assets of resident 
and non-resident institutions 

8.4 or 9.4 Billl· and bowls, shorf.lerm 

Bills and bonds the original maturity of which 
is less than one year. Claims with optional 
maturity dates, the latest of which is one year 
or more away, should be considered to be long
term. The category should be sub-divided ac
cording to debtor, as follows: (i) resident cor
porations, (ii) central government, (iii) state and 
local government and (iv) the rest of the world 

8 5 or 9 5 Bonds, long-term 

Bonds, debentures, etc, the original maturity of 
which is one year or more. Included in the case 
of corporate issues are preferred shares of 
stocks, excepting participating preferred secu
rities. The category should be sub-divided in the 
same fashion as category 8 4 In addition, sub
division of the bonds and debentures into ( i) 
quoted on the stock exchange and (ii) not 
quoted on the stock exchange, will be of value 

8 6 or 9 6 Corporate c>quith•s, including c.apital partici
pations 

Instruments and records acknowledging claims 
to the residual value. and residual income, of 
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incorporated enterprises, after the claims of all 
creditors have been met Equity securities do not 
provide the right lo a pre•-determined income, 
or to a fixed sum on dissolution of the incor
porated enterprise Ownership of equity is 
usually evidenced by shares, stocks, partici
pations or similar documents Preferred stocks 
or shares which also provide for participation 
in the distribution of the residual earnings, or 
value on dissolution. of an incorporated enter
prise are included The categories are to be sub
divided into the securities of ( i) resident cor
porations and (ii) the rest of the world. i e 
non-resident corporations; and in each case, 
securities quoted on the stock exchange are to be 
distinguished from other securities 

8 7 or 9 7 Siwrt-term loans 11 e .c 
All loans n6t classified elsewhere, the original 
maturity of which is less than one year All 
loans repayable on demand should be classified 
as short-term even though these loans are e,X• 
pected to be outstanding for more than one 
year Covered are loans extended to business. 
government, households, etc by banks, finance 
companies and others, including instalment 
loans, hire•purchase credit and loans to finance 
trade credit Jt will be of value to sub-divide 
these categories according to the resident sector 
and the rest of the worltl in the case of debtors 
and creditors, respectively. when compiling de
tailed data on claims 

8 .8 or 9,8 LQ11g•term loans II e.c. 

All loans not classified elsewhere. the original 
maturity of which is one year or more It will be 
of value to sub-divide these categories according 
to the resident sector and the rest of the world 
in the case of debtors and creditors respectively. 
when compiling detailed data on claims Jt may 
also be useful to distinguish loans secured by 
mortgages from other loans. 

8.9 or 9.9 Net equity of households 011 life insurance 
reserl'es and 011 pension funds 
The reserves held against life insurance policies 
by insurance conipanies, whether mutual or 
incorporated. in order to cover the risks of 
insuring. during a period of account, pre~pay
ments of premiums in respect of future risks, 
and other elements of saving involved in the 
policies; and the assets of employees' pension 
funds, friendly societies and similar bodies in 
respect of life insurance or annuity benefits, 

8 IO or 9 JO Proprietors net additio11 to the accumulation of 
quasi~corporate enterprises 

The net additions which the owners of quasi
corporate enterprises make to the funds and 
other resources of these enterprises for purposes 
of the capital investment of the quasi-corporate 
enterprise These categories should be sub~ 
divided into resident and non•resident quasi~ 
corporate enterprises and resident and non
resident owners, respectively, in the case of de~ 
tailed analysis of claims. 

8. l I or 9 11 Trade credit and advances 

Trade credit extended to enterprises, government 
and households; and advances for work which is 

T ablt 7 2 nmtin11t.r 



Table 7.2.. Financial assets and liabilities (continued) 

8. 11 or 9 l l I rade credit and advat1cl!s (continued) 
in progress or is to be undertaken In the de
tailed tabulations of claims, these are to be 
sub-divided according to resident sectors and 
the rest of the world in the case of debtors and 
creditors, respectively It will also be of value to 
separate shorHerm trade credits and advances 
from long-term trade credits and advances The 
dividing line between the two types of credit is 
one year, as in the case of the other distinctions 
between short-term and long-term claims 

8 12 or 9 12 Other otwu11H 1aeirable {I/Id payable 

Accounts receivable and payable which are not 
included above. for example, in respect of taxes, 
interest, dividends, rent. wages and salaries, 
insurance claims which are due to be received 
or paid It will be useful to classify these cate
gories according to the resident sector and the 
rest of the world in the case of the debtor and 
creditor, respectively 

813 or 9.13 Other 
Differences in lime of recording between pay
ments and receipts in respect of financial claims 
and statistical discrepancies in the figures be
tween a category of financial assets and the 
corresponding liabilities which it is not feasible 
to adjust in the data for the cntegories listed 

of funds for use by the enterprise in purchasing fixed 
assets, accumulating stocks, acquiring certain financial 
assets or liquidating certain liabilities. The additions 
may also include the fixed assets, securities and the like 
which the owners transfer to the capital of the quasi
corporate unit. The withdrawals will consist of funds 
which the proprietors take from the accumulated, re
tained saving and the reserves for the consumption of 
fixed capital of the quasi-corporate enterprises, and 
from the proceeds of the sale of its fixed and financial 
assets The withdrawals may also include transfers of 
fixed assets, securities and other financial assets from 
the business to the proprietors as individuals 

7 94. This definition of the proprietors' net addition 
to the capital of quasi-corporate units follows from the 
attribution of retained saving to these units. It should 
be recalled that in paragraphs 7 43 and 7.44 above, the 
withdrawals of the proprietors from the entreprenetJrial 
income of quasi-corporate enterprises are restricted to 
the withdrawals which are made from the income of 
the units on current account. It should also be noted 
that these withdrawals may be negative, that is, the 
proprietors may transfer funds to the enterprise for use 
on current account. As is indicated in paragraph 7 44, 
in certain cases withdrawals from entrepreneurial in
come may usually be equivalent to the net income of 
the quasi-corporate enterprises In these instances the 
figure recorded in the proprietors' net addition to the 
accumulation of the enterprise will be equivalent to the 
change in the equity of the unit, unadjusted for any 
changes in the prices of its assets and liabilities. This 
will, however, not be so in general since the quasi
corporate enterprise may retain at least part of its 
positive or negative net income 

above. It will be valuable, if feasible, to indicate 
the extent to which differences in time of re
cording and statistical discrepancies account for 
the data entered here, and the broad categories 
of claims to which these differences and dis
crepancies relate 

(b) DEFINITIONS OF GENERAL TERMS 

Bili' A security which gives the holder the unconditional right 
to receive a stated fixed sum on a specified date and which 
is issued and traded in organized markets at a discount, 
depending on the rate of interest and the time of maturity 

Bond: A security which gives the holder the unconditional 
right to a fixed money income, that is. payment of interest 
is not dependent on the earnings of the debtor and which is 
usually issued and traded in organized markets With the 
exception of perpetual bonds. a bond also gives the holder 
the unconditional right to a stated fixed sum on a specified 
date or dates MOrtgages are not classified here; they are 
included under loans 

Luun: A direct transaction between borrower and lender, 
where the Jl!nder receives no security evidencing the trans
action or a non-negotiable document. Included are transac
tions which are essentially loans, though the debtors may 
issue a security, for example. bonds specifically issued by 
the government to the central bank as security for a note, 
liens and mortgages created as a security for a loan 

Net equity of hou.>eholds on life insurance reserves 

7 95 The change during a period of account in the 
net equity of households on life insurance reserves will 
reflect all the transactions in life and similar insurance 
during the period .. Gross additions to the equity consist 
of the sum of net premiums in respect of the insurance 
(ie., the premiums reduced by the service charge for 
the insurance) and the interest which the policy holders 
earn on their equity Reductions in the equity (i.e, 
claims paid) comprise payments in respect of insured 
deaths, the cash surrender and lapsing of policies, and 
payments in respect of matured endowment and similar 
policies. In view of the definition of the service charge 
in paragraph 6 38, the excess of the net premiums paid 
on life insurance during a period of account over the 
claims paid during the period is equivalent to the net 
change in the equity of policy holders on the reserves 
of life insurance companies .. The equity consists of the 
saving accumulated on the life insurance policies in 
force, and is made up of pre-payments of premiums, 
accumulation in respect of value on maturity of endow
ment and similar policies, undistributed interest earned 
by the policy holders, and the reserves against the risks 
of insuring during the period of accou.nt 
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7.96 The excess of the net premiums over the 
claims during a period of account will be equivalent 
to the change during the period in the equity in life 
insurance reserves of all policy holders of a given type 
of life insurance, but not necessarily of the various 
groups of these policy holders. While the service charge 
in respect of all the life insurance o[ a given type is 
defined so that it includes the capital gain ( or loss), 
that is the difference between the actual claims and the 



expected claims reflected in the premiums, as well as 
the charge for services which the insurance companies 
include in the premium, this is not necessarily so in 
the case of the service charge in respect of the policies 
held by a given group of households. The estimated 
service charge in respect of all life insurance of a given 
type is to be distributed among the various groups of 
policy holders in proportion to the premiums they pay 
(see paragraph 6 39); and the average capital gain 
(loss) in respect of the policies of certain groups of 
households may differ significantly from the average 
capital gain (loss) in respect of all policies of this type 
Where accounts are compiled in respect of various 
classes of households, it may be necessary to make 
adjustments for these differences in the data in respect 
of the service charge and the net equity on the life insur
ance reserves, in the case of each class of household. 

Net equity of hou.,ehold, in pension fund, 

7 .. 97. As for life insurance, the net change in the 
equity of households on pension funds during a period 
of account will reflect all the transactions which take 
place between covered individuals and the funds Gross 
additions to the equity consist of the sum of net con
tributions mad.e on the account of the individuals (i e, 
contributions reduced by the administrative expenses 
of the fund) and the net property income earned by 
the fund. The total amount of the property income is 
distributed to the covered individuals in the form of 
interest. l_{eductions in the equity comprise payments 
of pensions and of lump-sum settlements on withdrawal 
of individuals from the fund 

7 .98. The figures of the change during a period of 
account in the equity of covered individuals may differ 
when based on these transactions and when based on 
the balance sheets of the pension fund as of the begin
ning and end of the period. Since the equity of the 
individuals is equal to the value of the fund, these 
differences may result from capital gains (losses) which 
the fund makes on its financial assets Where balance 
sheet accounts are compiled, it will therefore be neces
sary to make adjustments for these capital gains 
(losses) in the revaluation accounts of pension funds 
and households Where balance sheets are compiled 
for various classes of households, it may be necessary 
to make additional adjustments in the revaluation 
accounts of some classes in order to account for the 
capital gains (losses) of covered individuals on their 
equity due to such events as forfeits of the whole, or 
part, of the equity when coverage is discontinued 

TIME OF RECORDING 

7 .99 The category "Other" of the classification of 
financial assets and liabilities is lo be used to record 
differences in the figures of all the transactions during 
a period of account, or all the holdings as of one date, 
between categories of financial assets and the counter
part liabilities in respect of which it is not feasible to 
adjust these figures themselves In the case of the 
transactions in financial claims, these differences may 
occur because of errors in recording and gathering data 
and/or the different dates at the start and end of the 
period of account as of which the two parties to each. 
of the transactions record them. 

7 100 .. In principle, the two parties to a transaction 
in a financial claim should record the transaction as 
of the same date Where the transaction is a sale and 
purchase of a financial asset, it should be recorded by 
the seller and buyer at the moment the ownership of 
the asset is transferred. Where the transaction is the 
issue of a liability and the acquisition of the corre
sponding financial asset, or the redemption of a liability 
and the liquidation of the corresponding financial asset, 
the transaction should be recorded by both parties to 
the transaction as of the date the liability is incurred, 
or is redeemed This will, in the case of many of these 
transactions, be the time at which the money that is the 
counterpart to the transaction is paid Where, as in 
trade credit, the counterpart to incurrence of a liability 
and acquisition of a financial asset is the purchase and 
sale of goods and services, the financial transaction 
should be recorded as of the time when the ownership 
of the goods is acquired and relinquished or the services 
are rendered Similarly, where accounts payable and 
receivable result from transactions in respect of em
ployee compensation, property income, taxes, etc 
entries should be made in these accounts as of the date 
the transactions are recorded in the production and/or 
income and outlay accounts The dates of recording 
transactions in financial claims are thus aligned with 
the dates of recording the transactions in the other 
items of the system which give rise to the financial 
claims 

7 IO I . The dates as of which the two parties lo a 
transaction in a financial claim record it may differ 
because they acquire the documents witnessing the 
transaction at differing times. This will, for example, 
occur in the case of financial transactions, such as the 
liquidation of an account payable (receivable), the 
counterpart of which is the payment and receipt of 
money.. The recipient of the money will frequently 
receive the cheque for the money, and record the 
transaction, at a later date than when the payer of the 
money wrote the cheque, and recorded the transaction, 
because of the time required to transmit the cheque 
through th!' mails The cheque in question is part of 
what is often called the float, that is lo say, the cheques, 
money orders and other instruments of transfer of 
funds in the mails and in the process of clearing. The 
amounts involved in the float is generally substantial 
in the case of financial claims such as transferable 
deposits, trade credits and advances, and other accounts 
receivable and payable. 
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7 I 02. It may be practicable to estimate the extent 
to which the floats and similar differences in dates of 
recording, on the one hand, and statistical errors of 
reporting and gathering data, on the other, account for 
discrepancies in the figures of transactions during a 
period of account in respect of a category of liabilities 
and the corresponding financial assets. It may also be 
possible to estimate, with a reasonable degree of con
fidence, the adjustments which should be made in the 
over-all data for various categories of liabilities and/or 
the corresponding financial assets It is much more 
difficult to decide on the institutional sectors for which 
the figures of liabilities or financial assets should be 
adjusted. If only the last of the aforementioned steps 
is impracticable, the over-all adjustment might be 
exhibited in the case of each category of financial 



claims. The category "Other" in the classification of 
financial claims might be used to exhibit the differences 
in the figures of the transactions in various categories 
of liabilities and the corresponding financial assets when 
it is not feasible to eliminate these discrepancies by 
making reliable adjustments in the figures of specific 
categories of liabilities and financial assets .. In this case 
it will be useful to indicate the extent to which the 
float and other circumstances resulting in differences in 
time of recording, on the one hand, and statistical 
errors in recording and gathering data, on the other, 
account for the discrepancies in the case of various 
types of liabilities and the corresponding financial 
assets The category "Other" should not be used to 
indicate the discrepancy in the figure of net lending 
when based on transactions in financial claims and 
when compiled from other capital transactions. As is 
indicated in chapter \'.III, this discrepancy should be 
shown in association with net lending, if necessary. 

BASIS OF RECORDING 

7. 103. Transactions in financial assets and liabilities 
during a period of account may be recorded in accounts 
and tables according to varying degrees of netness 
(grossness). No netting may be employed; in other 
words, the acquisitions (purchases) and dispositions 
(sales) of each financial asset and the incurrences 
(issues) and redemptions of each liability by each 
transactor unit are shown. Acquisitions of a given 
category of financial assets by each transactor unit 
may be netted against dispositions of the category; and 
incurrences of a given category of liabilities by each 
transactor unit may be netted against redemptions of 
the category. The equivalent of this is to net acquisi
tions of each category of financial assets against dis
positions, and issues of each category of liabilities 
against redemptions, in the case of each category of 
transactor units which are to be shown in accounts or 
tables. Successively more net ways of recording consist 
of netting (i) transactions in a given category of finan
cial assets again.st the same category of liabilities and 
(ii) transactions in one category of financial assets 
against liabilities of another category. These approaches 
to netting could be used in respect of each transactor 
unit or in respect of each class of transactors; and they 
are more net ways of recording in the latter case than 
in the former case. In consolidation, netting is applied 
to the transactions in financial assets and the counter
part liabilities of a given class of transactors, as well as 
to their additions to, and reductions in, each category 
of financial assets and liabilities. 

7. I 04 In general, the minimum degree of grossness 
used in exhibiting transactions in financial assets in 
accounts and tables should be netting acquisitions (pur
chases) against dispositions in the case of each category 
of financial asset and each class of transactors to be 
shown in accounts and tables. Similarly, incurrences 
(issues) would be netted against redemptions in the 
case of each category of liabilities and each class of 
transactors. This degree of netting has the undesirable 
consequences that the data exhibited will vary with the 
detail of classification used in the case of transactors, 
as well as transactions, and that significant differences 
in behaviour between the transactors of a class will be 

obscured. In order to avoid these deficiencies in the 
presentation of data, it would be necessary to compile 
the data on financial assets and liabilities without 
netting. While it is not feasible to recommend this 
approach internationally, some countries may find it 
practicable to compile, and exhibit, the data on a fully 
gross basis in the case of at least certain categories of 
financial assets and liabilities Data of this type will be 
of considerable interest in the case of bonds and 
corporate equity securities, loans and net equity of 
households on life insurance reserves and pension 
funds .. 

7.105. In general, adopting a greater degree of 
netting than is recommended in the preceding para
graph, fo exhibiting data in accounts and · tables will 
seriously impair the analytical usefulness of the data 
on financial transactions, However, the use of con~ 
solidation will be appropriate in the case of the com
pilation of certain data in respect of the transactions 
of monetary institutions and general government In 
these instances, the transactions conducted with other 
sectors are most significant 

VALUAT!ON 

7 I 06 Purchases or sales of financial assets should 
in general be valued at the price at which the assets 
are acquired, or disposed of, respectively. The values 
assigned are not to reflect any commissions, service 
<:barges and similar costs which may be involved in the 
purchase or sale Where the counterpart to financial 
assets acquired is a new issue of liabilities, the liabilities 
are to be valued at the receipts from the issue without 
reduction for any commission, service charge or other 
flotation costs paid by the issuer. Nor are pre-payments 
of interest to be deducted. Similarly, where the coun
terpart to the disposition of financial assets is the 
redemption of liabilities, redemption is to be valued at 
the payment made in respect of the liabilities .. Thus the 
same value will be assigned to both sides of a transac
tion in financial claims. 
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7. 107. It should be evident from paragraphs 7 92 
through 7 95 that the valuation of proprietors' net 
additions to the accumulation of quasi-corporate enter
prises and of changes in the net equity of households 
on life insurance reserves is less direct, and more com
plicated, than the valuation of other financial claims. 
It should also be noted that claims such as trade credit 
and advances, loans and bonds may be liquidated, in 
whole or in part, by the writing off of bad debts. In 
such instances, the counterpart to the disposition of 
the claim is recorded as a current transfer rather than 
the receipt (payment) of money. 

7 . .108 The characteristic circumstances in the case 
of transactions in such claims as bank and other de
posits, loans, trade credit and advance are that no 
service charges or similar costs are involved and the 
face value of the claims and funds, or the value in 
goods and services exchanged, are equivalent Com
missions, service charges and similar costs may be 
incurred by either party, or both, to transactions in 
securities or, in some instances, by borrowers of funds. 
These charges are part of the gross output of the finan
cial intermediaries to the transactions; and are disposed 
of to the consumption, intermediate in the case of 

s 



producers and final in the case of households, of the 
appropriate parties to the transactions. 

7. 109. In some cases issues of bonds and other 
securities are sold to underwriters and other inter
mediaries for resale to investors at a higher price, In 
these instances the difference in the sales receipts of the 
intermediaries and the issuer is to be considered the 
charge for floating the issue; and the va!ue assigned to 
the issue of liabilities will be based on the price the 
investors pay for the securities, The service charge will 
of course be allocated to the issuer of the liabilities. 
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Similarly, when bills and notes are rediscounted, the 
difference between the face value and the funds re
ceived (paid) will usually be trea!ed a, a service 
charge; and the service charge will be disposed of to 
the parties who sold the bills and notes to the financial 
intermediary, In the case of some transactions in securi
ties which are already on the market, the dealer's 
service charge will consist of the difference in value 
between his purchase of the securities and his sale of 
the securities to another investor. In these instances, 
the service charge might be allocated to the inv.estor 
to whom he sold the securities 



Chapter VIII 

THE STANDARD ACCOUNTS AND TABLES 

8. I This chapter concerns the standard accounts 
and tables of the system The accounts and tables 
included in this chapter relate to all aspects of the 
system except national and sector balance sheets and 
call for the tabulation of data in constant prices as well 
as data in current values 

8.2 The standard accounts and tables, and the 
coupled notes on certain aspects of the tabulations, are 
set out in annexes 8.2 and 8,3 respectively. Annex 8.1 
gives the codes used to identify transactions in the 
standard accounts and tables The codes are designed 
so as to indicate the place of the various transactions in 
the accounts and flows of the system and the Jinks 
between the transactions. 

8 .3. The text of this chapter is devoted to considering 
the character and place in the system of each of the 
standard accounts and tables and the manner in which, 
and the orders of periodicity and priority with which, 
the accounts and tables might be used in presenting 
national accounting data The discussion of the standard 
tables of data in constant prices also outlines some major 
problems and techniques of estimating these series. The 
text of this chapter starts with a discussion of the 
purposes which the standard accounts and tables are 
designed to serve 

The purposes of the standard accounts and tables 

84 The standard accounts are intended to delin
eate the basic features of the system and to furnish 
guidance concerning the presentation, internationally 
and nationally, of the main series of the system Illus
trations of the standard accounts have already been 
used in chapter II in order to indicate how the accounts 
fit into the structure of the system The standard 
supporting tables portray certain limited facets of the 
system, for example, the schemes of detailed classifica
tion. The main purpose of the tables is however to 
furnish guidelines in respect of the series of detailed 
data which it should be valuable and feasible to 
compile for national and international use in the fore
seeable future, but which can not be appropriately 
exhibited in the form of accounts As a result the 
series called for in two of the tables do not fit e;actly 
into the structure of the system. These two tables are 
therefore called supplementary, instead of supporting 
tables in this report. ' 

8 5 Unlike the extended matrix of table 2 I the 
stand_ard accounts do not delineate the structure of 
the system fully. 1'/ational and sector balance sheets 
are not included at this juncture And, except for the 
Accounts II on the supply and disposition commodi
ties, the stand.ird accounts are limited to accounts for 

transactors. 1 Nor are the full accounts of the system 
for transactors shown explicitly, Attention is focused 
on those accounts which exhibit the main categories 
of transactions and aggregates of the system and the 
web of relations between them For exa~ple, the 
Accounts Ill concerning income and outlay do not 
dlu~trate the accounts o_f _the system in respect of the 
mst1tut1onal sector of ong1n of factor incomes. Or tlie 
capital formation accounts of transactors are r:pre
sented in the entries, increases in stocks and gross fixed 
capital for!"_ation, of the A~counts II on the supply 
and d1spos11ion of commod1t1es, but are not shown in 
the form of full standard accounts. Both the accounts 
do however furnish the basis for individual standard 
tables 

8 6 The standard tables, in calling for tabulations 
of data of considerable interest for economic and social 
analysis, supplement the standard accounts in a ·num
ber of ways The tables set out the data of the system 
on flows valued in constant prices and on employ
ment; and cover each of the accounts and classifica
tion~ of the system except balance sheeis in some 
detail. Some standard tables delineate the structure of 
sets of accounts, as well as the relevant detailed classi
fications For example, standard tables 2 and 3 on 
input-output data, exhibit the interrelations bet~een 
the t_ransactions of the production, consumption ex
penditure and capital formation accounts and the main 
classifications used in respect of the supply and dispo
s1t1on of commod1t1es and the gross output and cost
strudure of i_ndus!ries Other standard tables present 
detailed class1ficat1ons, or views, of selected accounts 
which it is not advantageous to exhibit in the form of 
accounts Illustrations of these uses are furnished by 
table 20, on the income and outlay and capital trans
actions. of non-fi~ancial corp_orate and quasi-corporate 
ent~rpnses clas51fied accordmg to kmd of economic 
activity, table 17, on the institutional sector of origin 
of factor in.comes classified according to kind of eco
nomic act1v1ty, and table 23, on the income and outlay 
an_d capital transactions of sub-sectors of households 
Still_ other stan?ard tables are restricted to presenting 
d~ta1led, sometimes rearranged, classifications of cer
tain aspects of a single account. Examples of this type 
of table are tables 4 through 7, which concern final 
consumption expenditures or gross capital formation 

8. 7. The standard accounts and tables are intended 
to furnish international guidance in respect of goals 
for the elaboration and extension of national ac
counting It is recognized that few countries are now in 
a position to compile the wealth of data listed in these 

1.38 

1 The three classes of standard accounts are named Accounts 
1, 11 and 111 in this report 
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accounts and tables. Most national statistical authori
ties will need to develop the system of data gradually, 
in the light of the requirements and statistical circum
stances of their country. They will generally find it 
desirable to assign varying periodicities, as well as 
differing orders of priority, to compiling the various 
series of data. The last section of this chapter is devoted 
to discussing the orders of priority and the periodicity 
with which the compilation of the data of the system 
might be undertaken. 

8.8. The international reporting of the series called 
for in the standard accounts and tables must of course 
be geared to the situation in a number of countries. It 
will therefore be essential initially, and as the national 
accounts of countries are improved and extended, to 
select series from the standard accounts and tables for 
purposes of international reporting. The selection 
should of course be made in the light of the availability 
of data nationally and the requirements for information 
internationally. 

8. 9. The manner in which the series of data of the 
system are grouped and arrayed, in particular in the 
case of supporting tables, will differ from one situation 
to another It should, for example, reflect the data 
which are to be presented and the purposes for which, 
and the circumstances in which, the series are esti
mated Qnd published The guidance which a number 
of the standard tables is intended to provide therefore 
concerns the items of data to be compiled, not the 
way in which the series are to be organized and 
arrayed. The standard accounts, and the standard 
tables which are essentially accounts in character, are 
however designed to suggest the way in which data 
might be organized and arrayed in tabulations. This 
is the case because these tabulations are intended to 
exhibit the structure of, and relations between, flows. 
This topic is discussed further in the last section of 
this chapter 

The character and structure of the standard 
accounts 

8. I 0. Here the character and structure of the stan
dard accounts are considered mainly in the light of the 
analytical purposes which the items of the accounts 
are intended to serve. In the course of this discussion 
the manner in which the standard accounts fit into, and 
illustrate, the structure of the system will be outlined 
though this subject was dealt with in detail in chapter 
II. Attention will be called to certain differences in 
the view given of the structure of the system between 
the standard accounts and the illustrative accounts of 
chapter II because of the emphasis in the standard 
accounts on the analytical requirements for data 

THE CLASSES OF STANDARD ACCOUNTS 

8. l L The standard accounts of the system, which 
are set out in annex 8,2, consist of three classes of 
accounts. The Accounts I are the consolidated accounts 
for the nation. The Accounts II represent a decompo
sition of Account I 1 on the production of, and expen
diture on, the gross domestic product into accounts 
on the available supply and disposition of goods and 
services and the domestic production of these goods 

and services. The Accounts II relate to the production, 
consumption expenditure and capital formation accounts 
of the system The Accounts Ill consist of a deconsoli
dation of the Accounts I on income and outlay and 
capital finance into the same types of accounts for 
the institutional sectors of the system The way in 
which the Accounts II and JI[ consolidate to the 
Accounts I is detailed in table 8 3 in annex 8.2 

Accounts I 

8.12 The consolidated accounts for the nation are 
designed to summarize the transactions which take 
place in an economy so that attention is focused on the 
main features of economic conditions and the strategic 
relationships between various facets of the economy. 
As is indicated in chapter 11, the Accounts I also 
portray, in summary, the basic accounts of the system. 
The five accounts of the system in respect of transac
tors - production, consumption expenditure, income 
and outlay, capital formation and capital finance -
are summarized; and the system is closed by the 
account on the external transactions of the nation. It 
may be noted from annex 8 2 that the Accounts I are 
completely articulated 

Account, fl 

8.13. The Accounts II on the supply and disposi
tion of goods and services are divided into Accounts 
A, on commodities, and Accounts B, on other goods 
and services The Accounts Il A illustrate the produc
tion accounts of the system which are devoted to 
commodities The Accounts II B have been pieced 
together mainly from the consumption expenditure 
accounts of the system in order to portray the supply 
and disposition of all goods and services. Production 
accounts are devoted to commodities since they make 
up the bulk of the available supply of goods and 
services and are the subject of studies of supply and 
demand, input-output relations, quantities and prices, 
and markets On the other hand, other goods and 
services are mainly produced by government services 
and private non-profit services to households for their 
own final consumption. These non-commodity items 
are of interest primarily from the point of view of the 
purposes for which they are consumed 
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8. 14. The Accounts II on the domestic production 
of goods and services are divided into Accounts C, D, 
E and F, on industries, producers of government 
services, producers of private non-profit services to 
households and the domestic services of households, 
respectively. This classification is a basic aspect of 
the system because of the fundamental differences 
between the four Classes of producers in the nature, 
role in the economy and the cost-structure of their 
production. 

Account, Ill 

8. 15. Accounts Ill are provided for each of the 
institutional sectors into which the resident transactors 
are divided in the system, that is non-financial cor
porate and quasi-corporate enterprises, financial insti
tutions, general government, private non-profit institu
tions serving households, and households S 1ce these 
institutions exhibit significant differences in the type 



of income receipts and disbursements and the form and 
sources of finance of investment, the detail in which 
certain categories of transactions is to be recorded in 
these accounts differs from one sector to another 

PRODUCTION, CONSUMPTION EXPENDITURE AND 

CAPIT Al FORM A IION ACCOUNTS 

Account I I and Accoullls II 

8. I 6 Account l of the consolidated accounts for 
the nation focuses on the gross domestic product at 
market prices; and portrays the sources of demand 
for the product and the factor incomes generated in 
producing it The account is derived by consolidating 
the production and consumption expenditure accounts 
of the system, that is rows and columns 5 through 28 
in table 2.1 or the Accounts IL As may be noted 
from table 83, the entries in the Accounts II in respect 
of gross output of goods and services, intermediate 
consumption and household final consumption in the 
domestic market cancel out in the consolidation The 
sum of the remaining debit entries on primary inputs 
in Accounts II C, D, E and F is equal to the corre
sponding debit entries in the Account I 1 When im
ports of goods and services are treated as a credit 
instead of a debit in Accounts II A and B, this is also 
the case for the credit entries on final demands in 
these Accounts II and Account I 1 

8. 17 While the final consumption expenditure of 
households and private non-profit bodies serving house
holds are separated into differing accounts in Accounts 
II B, the outlays are encompassed in one item of 
Account I I in order to limit the classification of 
transactions in the consolidated accounts to the most 
essential distinctions for purposes of general economic 
analysis. This is also why the constituents of value 
added and gross fixed capital formation are shown as 
single items in Account I I though the flows are divided 
among accounts for industries, the producers of govern
ment and private non-profit services and domestic 
service in the Accounts JI. 

Accounts l/ A 

8 18. The precise manner in which the Accounts 
II A fit in the system is illustrated in table 2 2. Ac
counts II A call for treating distributive-trade and 
transport margins (services) as distinct commodities; 
in other words, purchasers' values are to be parti
tioned into producers' values and distributive-trade and 
transport margins .. The further separation of commodity 
taxes, net from producers' values to give basic values, 
which is provided for in the system, is not proposed 
in Accounts II A It is avoided in order to limit the 
difficulties of compiling the accounts. 

8.19 While recording transactions in terms of 
producers' values and distributive-trade and transport 
margins also raises difficulties, this mode of valuation 
is thought to be more essential for purposes of linking 
the experience of producers of given commodities with 
the sources of demand for the commodities. The ques
tion of simplifying the compilation of Accounts II A 
by substituting valuation at purchasers' prices for 
valuation at producers' prices is discussed in the notes 
annexed to the Accounts II. It is suggested that some 

countries may find it necessary to resort to purchasers' 
values in the annual compilation of these accounts. 
As is emphasized in chapter IV, the modified accounts 
will not be completely consistent with the system since 
distributive-trade and transport margins will be incor
porated into the value of each category of commodi
ties, 

8.20. Separate Accounts II A are to be compiled 
for a minimum number of classes of commodities, 
defined in terms of the industries where the commodi
ties are characteristically produced. The same classes 
are to be used for commodities and for industries. In 
the notes to Accounts II it is suggested that a mini
mum of six classes of commodities might be used, 
that is agriculture; mining, manufacturing and electri
city and gas; construction; wholesale and retail trade, 
restaurants and hotels; transport, storage and commu
nication; and services. 

Accounts II B 

8 21. In these accounts the supply and disposition 
of goods and services are valued in purchasers' values 
The major sources of supply of the non-commodity 
items are the producers of government and private 
non-profit services.. Most of these services and goods 
are absorbed by the government and non-profit bodies 
themse)ves; households purchase some of the items 
A part of the supply of these goods and services comes 
from the direct purchases of the government services 
and households abroad .. Thus Accounts II B are derived 
from bits of the production and consumption expendi
ture accounts of government and private non-profit 
services and the final consumption expenditure account 
of households. 

8.22. Covering the consumption expenditure ac
counts of the system in Accounts II B not only makes 
it possible to portray the supply and disposition of 
goods and services completely. These accounts also 
show the transformation of the services which govern
ment and private non-profit bodies produce for their 
own use into their final consumption expenditure. 
Account II B on the final consumption expenditure of 
households serves a somewhat similar purpose. It links 
the final consumption expenditure of resident house
holds with the consumption expenditure of households 
in the domestic market and the direct purchases abroad 
of resident households. 
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Accounts II C, D, E and F 

8.23 These accounts delineate the cost-structure 
and gross output of the four classes of producers of 
the system. As may be noted from a comparison with 
tables 2 3, 2 .4 and 2. 5, the accounts represent a 
simplification of the production accounts of the system 
for activities .. Intermediate consumption is valued at 
purchasers' values and is not classified according to 
kind of commodity And, gross outputs are valued at 
producers' values. 

INCOME AND OUTLAY ACCOUNTS 

Account I 3 and Accounts II I 3 

8 24. Account 3 of the consolidated accounts of 
the nation is designed to exhibit the main forms in 
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which the resident transactors receive and allocate 
their disposable income.. The account represents a 
consolidation of the income and outlay accounts of 
the system in respect of the institutional sectors of 
origin and the institutional sectors of receipt, that is 
the equivalent of rows and columns 33 through 37 
and 51 through 55 of table 2.1. As is evident from 
table 8.3, the account also results from consolidating 
the Accounts Ill 3. In either case, the property and 
entrepreneurial income and other current transfers paid 
by resident transactors must be treated as negative 
credits, instead of positive debits. Neither Accounts 
III 3, nor the income and outlay accounts of table 2.1, 
net disbursements against receipts. 

825. Unlike the consolidated income and outlay 
account of the nation shown in table 2. 14 of chapter 
II, the consumption expenditure accounts of the sys
tem are not entirely covered in extracting Standard 
Accounts 3 from the framework of the system Included 
are the intersections between the accounts on consump
tion expenditure and the accounts on institutional 
sector of receipt only. As a result, the final consumption 
expenditure of the various institutional sectors is uni
formly included in Accounts I 3 and Accounts III 3; 
and furnishes a link between these accounts, on the 
one hand, and Account I I and Accounts II B, on the 
other. 

8.26. Consolidating the flows of the system in 
respect of institutional sectors of origin and institu
tional sectors of receipt only in constructing Account 
I 3 and Accounts III 3 ensures that identical categories 
of transaction are included in all these accounts. If, 
for example, the standard accounts were to be con
structed from the flows of the system in respect of the 
institutional sectors of receipt only, as in tables 2.8 
through 2.10, operating surplus would appear in the 
Accounts III 3 of each of the institutional sectors 
except households .. The household account would show 
the entrepreneurial income, not the operating surplus, 
of the private non-financial enterprises included in the 
household sector. Moreover, the household account 
would exhibit the gross receipts, but not the gross 
disbursements, of property income since the property 
income paid out in connexion with the activities of 
these enterprises would be excluded. 

Differences in detail c.nd basis of recording between 
Accounts Ill 3 

8.27. While steps have been taken to exhibit each 
category of income and outlay transactions in each of 
the Accounts III 3, the detail in which certain cate
gories of transactions are to be recorded differs from 
one institutional sector to another. The variation in 
detail of recording reflects differences between the 
sectors in the character, role and importance of the 
various items of receipts and disbursements. 

8.28. In view of the requirements for data on 
income shares, it is recommended that the various 
types of property incomes, interest, dividends and rent 
received and paid out be uniformly exhibited in the 
account of each institutional sector. Disbursements of 
given types of property income are omitted in the 
case of the income and outlay accounts of some of 

the institutional sectors because the type of payment 
will not occur This is also so in the case of with
drawals from the entrepreneurial income of quasi
corporate enterprises 

8.29 However, the detail suggested for purposes 
of recording unrequited current transfers other than 
direct taxes varies from one institution to another The 
standard accounts for non-financial corporate and 
quasi-corporate enterprises and financial institutions 
exhibit few entries in respect of these transfers. The 
standard account for general government, which has 
a central role in the redistribution of incomes, however, 
calls for the full detail of the classification of unrequited 
current transfers. Use of the relevant detailed categories 
is also recommended in the case of the income and 
outlay accounts of households and private non-profit 
institutions serving them. 

830. The standard income and outlay accounts 
of general government, on the one hand, and the other 
institutional sectors, on the other, differ in the recom
mended basis of recording transactions. In the case of 
the latter, transactions are to be recorded on a gross 
basis. In the case of general government, however, 
transactions between the various organs of govern
ment, for example, the central, state and local govern
ments, are to be consolidated in order to delineate 
clearly the transactions between government and other 
sectors. 

THE CAPITAL FINANCE ACCOUN rs 

Account I 5 and Accounts lll 5 

8.3 I. The capital finance accounts of the institution
al sectors, and of the nation as a whole as well, are 
designed to depict the forms in which capital assets 
are accumulated and the internal and external sources 
of finance of the accumulation. For these purposes, the 
capital finance accounts are divided into two panels 
in the case of the standaul accounts. The upper panel 
concerns gross accumulation and its internal sources 
of finance; the lower panel relates to transactions in 
financial liabilities and assets. In order to show con
sumption of fixed capital as a source of finance of 
accumulation, the flow is recorded as a positive credit 
in the Accounts 5 instead of a negative debit, as in the 
corresponding accounts of table 2.11 and the extended 
matrix of the system. In consolidating the capital 
finance accounts for the institutional sectors to Ac
count I 5, the capital transactions of one resident sec
tor with another of course cancel out; only net capital 
transfers received from the rest of the world, net 
lending abroad and so on, re.main, Because purchases 
(sales) of land take place between residents only, an 
entry in respect of net purchases of land does not 
appear in Account I 5. 
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Differences in detail and basis of recording in 
Accounts Ill 5 

832. It is suggested that the detail in which capital 
transactions are recorded should differ from one insti
tutional sector to another in the case of financial assets 
and liabilities only. The suggested variation in detail 
reflects the differences between the sectors in the rele
vance and importance of the various categories of 



financial claims and in analytical requirements. A 
minimum number of distinct items is, for example, 
suggested in the case of private non-profit institutions 
serving households. On the other hand, the full con
densed list of categories is to be exhibited in the 
accounts of non-financial corporate and quasi-corporate 
enterprises and financial institutions. Attention should 
also be called to the recommendation that capital 
transactions be consolidated in the case of the various 
organs of general government, but not in the case of 
other institutions 

EXTERNAL TRANSACTIONS-ALl ACCOUNTS 

8.33. Account I 6 of the consolidated accounts of 
the nation is a summary· of all the transactions of 
resident economic agents with the rest of the world. 
For purposes of separating current transactions from 
capital transactions and showing the surplus of the 
national on current account, the account is divided 
into two panels. While it is convenient to record cur
rent transfers between residents and the rest of the 
world on a net basis in the case of the other Accounts 
I, it is desirable to show these transactions 6n a gross 
basis in Account I 6. The manner in which the account 
is derived from columns and rows 80 and 81 of the 
extended matrix of the system is illustrated in table 
2.12. 

The character and structure of the standard 
tables 

8.34. The standard tables are arranged in annex 
8.3 to this chapter according to the standard accounts 
which the tables support or otherwise supplement. 
The tables relating to the production, consumption 
expenditure and capital formation accounts consist of 
two sets of tables - one on the flows in current prices; 
the other on the flows in constant prices. The third 
set of tables in annex 8 3 deals with income and outlay 
and capital transactions; and the last table of the 
annex supports the external transactions account. 

CURRENT-PRICE TABLES-PRODUCTION, CONSUMPTION 

EXPENDITURE AND CAPl1'AL FORMATION ACCOUN IS 

8.35. The supporting tables in current prices to 
Accounts 11 are designed to array data in respect of 
(i) the kind of activity, output, cost-structure and gross 
capital formation of the various producers in an econ
omy ( tables I, 3 and 7), (ii) the supply and disposi
tion of categories of commodities (table 2), and (iii) 
the cost-composition and aims of the final consumption 
expenditure of government, private non-profit bodies 
serving households and households ( tables 4, 5 and 
6). Use is made in these supporting tables of the 
schemes of classification of the system in respect of 
the kind of economic activity, commodities, the types 
of stocks and fixed assets, and the purpose, or object, 
of final consumption expenditure. 

Tab /es I through 3 

8.36. Table 1 calls for the classification according 
to kind of economic activity of data shown in Accounts 
II C, D, E and F; and table 3, which supports Accounts 

II C only, provides in addition for the classification of 
industries' intermediate consumption of commodities, 
in the first instance, according to the kind of activity 
where they are characteristically produced Producers' 
values are used in table 1 while basic values are used 
in table 3. Table 3 is one of the two standard tables 
of the system which are designed to provide basic 
data for purposes of input-output analysis. 

8.3 7 The other standard table that is intended for 
this purpose, table 2, calls for the detailed classification 
of the data shown in Accounts II A according to 
commodity and industry categories. As in table 3, the 
commodity categories are defined first of all in terms 
of the kind of activity of the industries where the 
commodities are characteristically produced. For some 
analytical purposes, it will be advantageous to use one, 
or even two, additional, more detailed levels of classifi
cation of commodities in tables 2 and 3 Table 2 also 
shows the kind of activity of the industries from 
which the supply of the various categories of commo
dities in fact comes and the classification of imports 
of commodities into competitive and complementary. 
Tables 2 and 3 array the full detail of the production 
a_ccounts of the system in resp,ct of commodities and 
industries. 

8.38. As is indicated in the notes to the tables 
under discussion, some countries may find it imprac
ticable on an annual basis to use the mode of valuation 
and to provide the full detail called for in tables 2 and 
3. In these circumstances it is suggested in the notes 
that the tables might be simplified though their use
fulness for input-output analysis will be attenuated 
and they will not fit completely into the system .. 

Tables 4 through 6 

8 . .39 Tables 4 and 5 support Accounts II B b and 
D and II B c and E, respectively. In table 4, the 
government final consumption expenditure entered in 
Account II B b is classified according to purpose; and 
through the transformation in this account of the ser
vices government bodies produce for own use into their 
final consumption expenditure, the costs of producing 
these services shown in Account II D are also classified 
according to purpose The relationships between table 
5 and Accounts II B c and E, which concern private 
non-profit bodies, are similar. 
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8.40. Table 6, on the final consumption expendi
ture of households classified according to type of 
expenditure and object, supports Accounts II B d and 
the items on final consumption expenditure of house
holds in the domestic market in Accounts II A and B a. 
The upper panel of table 6, on type of expenditure, is 
based on the cross-sections of the system which are 
summarized in these accounts The lower panel of the 
table, on the final consumption expenditure of house
holds in the domestic market by object, is a classifica
tion of this entry in Account II B d. 

8.4 L Use is not made in the standard tables of the 
cross-classification in the system of the final consump
tion expenditure of households in the domestic market 
by object and commodity category .. Nor are the cross
classifications of the kind of service and the category 
of commodities used in the case of producers of govern-
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ment or private non-profit services. Supporting t~bles 
in respect of these c_ross-classific_atkms are omitted 
because of tnc difficulties of compilation and the spe
cialized character of the tabulations 

Table 7 

842. This table shows classifications of the entries, 
increases in stocks and gross fixed capital formation, 
in the Accounts II A; and details the capital formation 
accounts of the system. The classifications concern 
the type of stocks and fixed assets and . the kind _of 
economic activity of the owner of these items. While 
the notes to the table indicate the values of data on 
fixed capital formation cross-classifie? according (O 
broad commodity categories an~ the kmd of econom\c 
activity of the owner, full use 1s not proposed of this 
cross-cl assi fie a tio n. 

CONSTANT-PRICE TABLES--PRODUCTION, CONSUMPTION 

EXPENDITURE AND CAPITAL FORMATION ACCOUNTS 

843. The standard tables on flows in constant 
prices consist of table 8, which concerns the items of 
expenditure on the gross domestic product shown in 
Account I I, tables 9 and 11 through 16, which are 
the correlative of tables I through 7, and table 10, 
which relates to employment The constant-price ver
sion of a number of the supporting tables has been 
simplified in view of difficulties ?f cOJ_npilatio': The 
discussion below outlines the considerations which led 
to the proposed simplifications in the t~bles and the 
related question of methods of est1matmg constant
price seriesc 

Tables 9, 11 and 12 

8.44. Table 9 is restricted to figures of value added 
classified according to kind of activity fo'. each c)ass 
of producers. The series on gross output, mterm_ediate 
consumption and the elements of value added m the 
comparable table I are omitted so that the difficulties 
of compiling table 9 will be limited while the most 
essential data on the growth and changing structure of 
production wiH be available. The same conside~ations 
result in giving preference in table 9 to valuation at 
producers' values, 

845. However, in view of the analytical and in
strumental uses of the constant-price data omitted from 
table 9, these series are called for in table 12, one 
of two tables of the system on constant-price data for 
input-output analysis. Data on the gross output and 
intermediate consumption of industries classified ac
cording to commodity and kind of activity categories 
are wanted in order to use the double-deflation and 
commodity-flow techniques of estimating constant-price 
data as well as to measure input-output coefficients. 
And, constant-price series on domestic factor incomes 
and consumption of fixed capital are wanted for 
purposes of compiling measures of productivity. 

8.46. Tables 12 and 11, together, provide the full 
series of constant-price data required for these various 
purposes These constant-price data are valued in 
basic values. Table 11 not only includes the data on 
the gross output of commodities by industries classified 
according to type of commodity and kind of activity 
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of the industries, but also gives the disposition of t~e 
commodities classified according to type of commodity 
and use to which the commodities are put 

8.47 The compilation of tables 11 and_ 12 will 
give rise to more difficulties than the compilation of 
the comparable current-price tables 2 and 3 Tables 
2 and 3 should furnish the weighting patterns for 
compiling the constant-pric~ series b_ut, in addit!on, 
suitable indicators of quantity and pnce are reqmred 
in respect of the various serks. Partkular difficul_tics 
are likely to be encountered m g~thenng appropn~te 
indicators in respect of highly fabncated a~d/ or varia
ble commodities, for example, heavy machinery, motor 
cars or pharmaceuticals, and in respect of trade and 
transport margins and net commodity ta~es Furth~r, 
suitable basic data for purposes of est1matmg the senes 
in table 12 on consumption of fixed capital or net 
indirect taxes in constant prices may not be available. 
The data of table 3 on domestic factor incomes are 
to be compiled as the difference between. value a~de_d 
and the sum of consumption of fixed capital and md1-
rect taxes net all of course in constant prices There
fore the n'otes '10 tables 11 and 12 provide for substan
tial simplification in the mode of valuation and 
classifications of these tables, if necessary. None the 
less the tables will still have values in estimating con
sta~t-price series by double deflation and_ com_modity 
flows and in measuring input-output relat1onsh1ps. 

Table JO 

848. This table is designed to incorporate data on 
employment into the system for purposes of such 
studies as the relative trends in the structure of em
ployment and production, the productivity of labour, 
or the factors in changes in the magnitude of employee 
compensation .. For these studies, the conc~pts <_>f e~
ployment and production used should be identical m 
scope and the measure of the quantum of labour used 
should be as uniform as is possible in the case of 
various industries and other producers These consider
ations lead to suggesting that (i) all persons eng~ged 
in the production of the gross output of a given 
country should be included in data on her employment 
and (ii) the series on the average number of persons 
employed during a period of account should_ at least 
be derived from figures of employment durmg each 
month of the period A much more exact measure of 
the quantum of labo~r is the number ~f _man-hours 
worked during the penod of account, but 1t 1s probably 
feasible to gather these data !n respect of e~~loyees 
only. Some countries may find ,t necessary to hm1t data 
on man-hours worked to employees in certain indus
tries only. In using the employment se'.i~s s~ggested 
in table JO in measures of labour product1v1ty, 1t would 
be advantageous to ad just the figures to a common 
basis in respect of the qual_ity of the labour en_gag~d 
Adjustments of this type might be made by we1ghtmg 
the figures for each category of perso_ns eng~ged by_ the 
relative average employee compensation durmg a given 
base period. 

Tables 8 and 13 through 16 

8.49. Constant-price data in respect of the sources 
of expenditure on the gross domestic product are sum-



marized in table 8. The various series on final consump
tion expenditure are classified according to the purpose 
or object of the outlays in tables I 3 through 15. Table 
16 deals with the classification of the constant-price 
data on gross capital formation. Unlike table 11, val
uation in these tables is in purchasers' values. 

8.50. Tables 13 and I 4 on the classification of the 
final consumption expenditure of government and pri
;,ate non-profit bodies according to purpose are abbre
viations of the corresponding current-price tables 4 
and 5 .. The proposed classifications according to pur
pose are less detailed; and the items in respect of the 
non-commodity elements of the cost-composition and 
the sales of goods and services have been omitted. 
The simplifications are designed to restrict the task of 
issuing estimates of the real consumption outlays of 
government and private non-profit bodies to the most 
important series. 

8..5 I. None the less, the compilation of reliable 
figures of the items called for in tables 13 and 14 is 
difficult. Perhaps the suitable, feasible procedure in 
most instances is to base the constant-price estimates 
of final consumption expenditure on the sum of esti
mates of real intermediate consumption and real pri
mary inputs, reduced by real sales of goods and 
services, if significant. When compiling indicators of 
real primary inputs it would be desirable to take into 
account the consumption of fixed capital and changes 
in the mix of the employees engaged in the various ser
vices. The adjustment for changes in the employee-mix 
might be based on figures of average employment 
during the period of account, or similar measures, 
coupled with base-period compensation per unit of 
work measurement, for various occupations and grades, 
It is questionable whether reliable adjustments can be 
made for other factors contributing to labour produc
tivity. 

8.52. Table 15, on household consumption expen
diture at ~onstant prices, is similar to current-price 
table 6.. While difficulties may be encountered in 
making estimates in constant prices of direct purchases 
abroad by resident households and purchases in the 
domestic market by non-resident households, these 
data are needed in estimating the real final consump
tion expenditure of resident households. Less detail 
in the object classification of final consumption in the 
domestic market is called for in table 15 than in table 
6 in view of the problems of measurement. 

8.53. Table 16 on the composition of the real 
gross domestic capital formation is a simplified version 
of table 7. Data on increases in stock classified accord
ing to kind of industry have been omitted in view of 
the lack of the detailed data required to make reliable 
estimates. The classifications according to type, of 
increases in stock and gross fixed capital formation, 
have also been abbreviated in the light of the problems 
of making estimates and the urgency with which series 
are required. · 

TABLES-INCOME AND OUTLAY AND CAPITAL FINANCE 

ACCOUNTS 

8 . .54. The supporting and supplementary tables to 
the income and outlay and capital finance accounts of 
the system are designed to serve a range of purposes. 

Table 17 calls for data on factor incomes classified 
according to the kind of economic activity of the en
terprise in which the incomes originate Tables 18 
and 19 summarize the income and outlay and capital 
transactions of the private and public sectors; and tables 
20, 21 and 23 present these transactions for sub-divi
sions of non-financial corporate and quasi-corporate 
enterprises, general government and households. 
Table 22 concerns the purpose classification of 
selected income and outlay and capital transactions 
of general government; and tables 24 and 25 are 
devoted to detailed data in respect of transactions in 
financial claims. 

Table 17 

8.55. This table is of interest for such purposes as 
analysing factor shares in the light of the institutional 
arrangements for production in an economy. It is 
derived from the credit side of the accounts of the 
system in respect of the institutional sector of origin 
of the factor incomes generated in domestic production. 
A major function of these accounts is to link industries, 
the producers of government services and the produ
cers of private non-profit services, on the one hand, 
and the institutional sectors of the system, on the 
other. The institutional sectors of origin in respect of 
corporate and quasi-corporate enterprises and the 
households with private non-financial unincorporated 
enterprises, are classified according to the kind of 
economic activity of the enterprises. As is indicated 
in the notes to the table, it can be elaborated in order 
to show the industries making up the various kinds of 
enterprises 
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Tables 18 and 19 

8.56. Tables 18 and 19 indicate the national and 
disposable income, the accumulation and the sources 
of finance of the private and public sectors. In addition, 
table 18 portrays the formation of the national income 
aµd income shares. · 

8.57. The upper panel of table 18 represents a 
highly consolidated summary of a selected aspect of 
the accounts for institutional sector of origin and insti
tutional sector of receipt The remainder of table 18 
and table 19 support the Accounts III. In each case, 
use is made of the sub-division of each sector, or sub
sector, where appropriate, into private and public insti
tutions. For purposes of the lower panel of table 18, 
disbursements are netted against receipts in summariz
ing the transactions in respect of current transfers in 
the Accounts III 3. In the case of ·table 19, the cate
gories of capital transactions shown in the Accounts 
III 5 are practically all reproduced 

Tables 20 through 23 

8.58 Tables 20, 21 and 23 divide the income and 
outlay and capital finance accounts for selected insti
tutional sectors into tabulations for categories of trans
actors which may be expected to differ in source and 
disposition of income and in forms of accumulation and 
finance. 

8.59. Tables 20 and 21 are derived from the 
Accounts III A and C respectively. The tables exhibit 



the same categories of transactions as the corresponding 
accounts except that table 2 I provides for the delinea
tion of transactions between organs (levels) of general 
government. In case of each organ of general govern
ment, the transactions are to be recorded on a consoli
dated basis 

8.60. Table 23 calls for important data in respect 
of income shares and furnishes the link between the 
national accounts and more detailed statistics of income 
distribution It is designed to exhibit the differences 
between socio-economic groups in patterns of receiving 
and disbursing income and accumulating tangible and 
financial assets. The table is derived from the household 
account of the system in respect of institutional sector 
of receipt instead of Account 111 E in order to present 
the desired data for these purposes For example, 
instead of operating surplus, the entrepreneurial income 
of private non-financial unincorporated businesses is 
shown in table 23 .. In order to enhance the value of 
the table for studies of income shares, entrepreneurial 
income is sub-divided into income from owner-occupied 
dwellings and income from other businesses and com
pensation of employees is classified into wages and sala
ries and supplements. 

8.61. Countries may not find it feasible in the near 
future to compile the data of table 23 in respect of 
the listed socio-economic categories of households In 
these circumstances, in compiling the table for all 
households, entrepreneurial income should be classified 
into income from agricultural enterprises, non-agricul
tural enterprises an·d owner-occupied dwellings. 

8.62. Table 22, on the classification of selected 
current and capital outlays of general government 
according to purpose, does not fit completely into the 
structure of the system It is therefore a supplementary 
table. This is the case because capital transfers paid, 
not net capital transfers received, are to be recorded; 
and classification according to purpose is called for in 
the case of all the outlays to be tabulated. In order 
to enhance the values of the table for studies of the 
effects of the economic and social policies of the public 
authorities on the economy, it is restricted to pay
ments which government bodies make to other sectors 
only 

Tables 24 and 25 

8.63. Table 24 deals with transactions in financial 
assets and liabilities, classified in detail by type of 
claim and sub-sectors of the parties to the transactions 
The main portion of the table, which encompasses 
transactions of residents in claims of, or on, residents 
and non-residents, is mainly designed to furnish infor
mation concerning the market and the classes of credi
tors in the case of each category of instruments The 
inclusion in the table of the transactions of the rest 
of the world with residents ensures that the total value 
of transactions in financial assets will be equal to the 
total value of transactions in liabilities. The main 
portion of table 24 supports the lower panel of the 
Accounts III 5. 

8 64. The lower panel of table 24 relates to trans
actions of residents in financial claims with non-resi
dents only; and is designed to indicate the magnitude 
and composition of transactions in the international re-

serves, and offsets to these reserves, of a country. While 
practically all these transactions will be engaged in 
by the central bank and treasury of a country, other 
resident institutions may have transactions in interna
tional reserves. The international reserves, and offsets 
to these reserves, held by the central bank or treasury 
of a country cannot be uniquely defined in terms of 
the categories of financial claims. These transactions 
must in general be distinguished from other transactions 
in the same category of financial claims, instrument by 
instrument. It should be emphasized that the definitions 
of international reserves, and offsets to these reserves, 
to be used in tables 24 and 25 are set by the Interna
tional Monetary Fund. 

8 65 Table 25, on the financial transactions of the 
conrnlidated monetary system, is a supplementary 
table in this system It is focused on the transactions 
in financial claims which are of particular importance 
in the analysis of monetary conditions and policies and 
the related aspects of the balance of payments. The 
central bank, other monetary institutions and the 
monetary functions of the treasury are therefore 
grouped together; and the financial transactions be
tween residents and the rest of the world are distin
guished from the financial transactions between 
residents at the first level of classification of claims. 
The classification of transactions in financial claims 
does not follow the scheme of classification of the 
system also because of the necessity of dividing the 
transactions with the rest of the world into flows in 
respect of international reserves, and offsets to these 
reserves, and other claims. In order to portray clearly 
the transactions between the monetary system and the 
rest of the economy, most of the transactions of the 
institutions covered in the table are to be consolidated 

EXTERNAL TRANSACTIONS 

8 66 Table 26, on all the external transactions of 
an economy, details Account I 6. The table calls for 
detailed classifications of exports and imports of goods 
and services and of transactions in financial claims for 
purposes of analysis of the effect of the rest of the 
world on the economic conditions of a given country. 
For this purpose it is essential that the definitions and 
classifications used in the table be identical with those 
used for the same type of transactions between resi
dents. It may be noted from table 26 that while c.U. 
valuation of imports of goods and services is stressed, 
provision is also made for fo .. b valuation of these 
imports 
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Statistical discrepancies 

8.67 In compiling the standard accounts and tables, 
differences will no doubt be encountered in estimates 
which are made from the differing elements into which 
flows can be disaggregated. This is likely to occur in 
the case of such items as the gross domestic product, 
national and disposable income, saving and net lending. 
In the context of the full system, the gross domestic 
product should be independently estimated from the 
gross output and intermediate consumption of various 
categories of producers, the incomes generated in their 
activities, and the final outlays on goods and services. 



Figures of national and disposable income are to be 
compiled from data on the receipt and disposition of 
incomes. As saving is the balancing item in the income 
and outlay account, the discrepancies between the two 
estimates of incomes may be exhibited in differing 
figures of saving Net lending is the common balancing 
item in the case of the upper and lower panels of the 
capital finance account; and differences are likely to 
be encountered in figures of net lending derived from 
independent estimates of the flows of the two panels 
Also in the case of financial transactions, as paragraphs 
7.101 and 7. 102 indicate, statistical discrepancies are 
likely to be encountered in independent estimates of a 
given category of financial assets and the corresponding 
liabilities 

8.68. Statistical discrepancies such as those men
tioned above should, in principle, be eliminated. The 
eradication of the differences in estimates of the gross 
domestic product, saving, etc., should be based on 
intensive examination, and comparison of the reliability 
and accuracy of the various detailed series which enter 
into the divergent estimates. It may be necessary to 
study the scope, classifications, definitions, sources and 
methods of collection and compilation of the series. 
Such a scrutiny will furnish a sure basis for fixing on a 
single estimate only. It will also point to the directions 
in which the basic series of statistics used in national 
accounting should be improved and expanded. If it is 
not clear that one of the estimates, or some combination 
of the divergent estimates, in respect of the flow in 
question is most reliable and accurate, it may be best 
to give the differing estimates .. The place and manner 
in which the discrepancy is shown should vary from 
one situation to another, depending on the relative 
quality of the basic statistics used in making the alterna
tive estimates. 

Use of the standard accounts and tables 
in c01npiling and presenting data 

8.69. This section concerns the manner in which, 
and the orders of periodicity and priority with which, 
the standard accounts and tables might be used in 
compiling and presenting the data of the system. These 
questions are dealt with in light of the requirements 
for data which the standard accounts and tables are 
designed to serve, and the difficulties of compiling the 
data. The manner in which the standard accounts and 
tables might be used in presenting data is discussed 
first 

FORMS OF PRESENTING DATA 

8 .70. The data called for in the standard accounts 
and tables might be organized into tabulations in a 
number of ways. The form in which it will be desirable 
and convenient to compile and present the data, nation
ally and internationally, will depend on such circum
stances as the kind of information which is to be fur
nished and emphasized, the audience to whom, and the 
requirements for which, the data are provided, and the 
medium and format in which the information is to be 
issued. In particular, the manner in which series of data 
are arrayed in a number of the standard tables is not 
intended to furnish guidelines in respect of the presen-

talion of data. The main objective is to indicate the 
series which should be compiled. 

8 71. Where, for example, attention is to be focused 
on the trends in given flows, rather than the links 
between the flows, the data in respect of each flow 
might be presented in a separate table though all of the 
flows are exhibited in a single standard table. If the 
series concerning each flow are to be classified in some 
detail and a considerable period of time is to be 
covered, devoting a separate table to the data on a 
single flow may be the convenient manner of presenting 
the series. Examples of the series called for in standard 
tables which it may be desirable to separate in this 
manner are the data of tables I, 7b, 17, 21 or 23. This 
may also be the situation in the case of series of data 
in respect of various classes of transactors, for example, 
the sub-divisions of producers or institutional sectors, 
which have been grouped together in a single standard 
table. 

8. 72 On the other hand, when emphasis is being 
given to delineating the links and relationships between 
flows, or the way in which individual series combine 
to form aggregates, the relevant series of data for each 
period of time should of course be arrayed together, 
as in the standard accounts or tables. This is so in the 
case of all the standard accounts and such tables as 
tables 2 and 3, 11 and 12, or 24. The data of the 
standard accounts might conveniently be shown for many 
periods by placing the debit side of an account below 
the credit side, or by placing the two sides of an ac
count on facing pages. A long period of time may also 
be portrayed in the columns of a single tabulation in the 
case of tables such as table 19. In the case of a few 
of the standard tables, for example, tables 4, 5 or 22, 
it may be convenient to list the relevant flows which 
are now shown in the columns under each row for 
purposes of exhibiting data for a number of years in 
the same table. However, it would be necessary to use 
a separate tabulation, or a portion of a single exten~ed 
tabulation, in order to exhibit data for each penod 
which is to be covered in the case of tables like tables 
2, 3 or 24. 
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8.73.. In compiling and issuing data for general use, 
it may often be desirable to present simpler versions 
of the pertinent standard tables. Cross-classifications of 
data in the standard tables might be eliminated or the 
detail of classifications of flows might be reduced 
Tables 17 or 20 are examples of standard tables which 
might be simplified in these ways .. Or, simplification 
might consist of exhibiting data which are of the 
greatest general interest, for example, the gross domes
tic product classified according to kind of economic 
activity in the case of table 1 or government final 
consumption expenditure classified according to pur
pose in the case of table 4 

FREQUENCY OF COM PILA TtON 

Annual and leH frequent compilation 

8 .. 74 Countries might aim at compiling annually 
all the standard accounts and tables which they wish 
to include in a fully developed system of national 
accounts While the standard accounts and tables differ 
in the urgency with which they are required and in the 
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magnitude and difficulty of the task of compiling them, 
coun•.ries should find it valuable to have annual data in 
respect of all the accounts and tables 

8 .. 75 On the whole, detailed series of data will be 
less urgently needed each year, and more burdensome 
to compile, than aggregated series of data. For exam
ple, the compilation annually of tables 3 and 12, on 
input-output data in current and constant prices, will 
often be less essential and more difficult than the pre
paration annually of tables I and 9, on value added 
in current and constant prices. Or, the data on the 
financial transactions of the detailed sub-sectors ;n 
table 24 will be less urgently required each year, and 
more burdensome to compile, than the data on these 
transactions in Accounts Ill 5. This will also be so in 
the case of table 23, on the income and outlay and 
capital transactions of sub-sectors of households. as 
compared to the Account 111 E, on these transactkns 
for all households only. 

8 76. In each of these instances, the more detailed 
tabulation supplements the less detailed compilation 
by giving information in respect of the structure of, 
and links between, the transactions which make up the 
more aggregative flows The requirements for the more 
summary series each year will us9ally be more urgent, 
for example, for purposes of assessing major trends in 
economic conditions and devising general economic 
policies. However, if the more detailed series of data are 
available each year, they can be used in investigating 
the factors underlying the observed trerids and in me
dium- or long-range economic planning It is especially 
valuable to have the more detailed series of data annually 
when substantial changes are taking place in economic 
conditions. Moreover, in many instances the mart de
tailed data will be needed for purposes of thorough and 
reliable compilation of the more summary series 

8. 77. In gradually evolving the system of national 
accounts, it may however be desirable to compile the 
most detailed standard tables of the system and the 
detailed list of the classification in other tables Jess 
frequently than once every year, say once every three 
to five years .. This will limit the task of annual compi
lation and may provide the more complete data needed 
for thorough, long-range economic analysis at tolerable 
intervals of time. Tables to be considered for compila
tion less frequently than annually might be (i) tab:es 
2 and .3 and 1 I and 12, the tables of the system on 
basic input-output data, (ii) tables 1.3 and 14, on the 
cost-composition of government and private final con
sumption expenditure at constant prices classified ac
cording to purpose, (iii) table I 7, on factor _incomes 
classified by kind of economic activity and institutional 
sector of origin, (iv) tables 19, 20 arid 23, on the 
income and outlay and capital transactions of the public 
and private sectors and sub-divisions of non-financial 
corporate and quasi-corporate enterprises and house
holds and ( v) tap le 24, on the financial transactions 
of the detailed sub-sectors of the system. However, the 
task of co,npiJing table 2.3 would be reduced and a 
number of series of data which are wanted each year 
would be furnished if the data were restricted to all 
households only. Also, many countries should find it 
advantageous to compile annually the simplified ver
sions of tables 2 and 11 which are suggested in the 
notes to these tables 

Quarterly or \emi-c,nnual compilation 

8 78 National accounting data are also wanted 
more often than once every year, preferably quarterly 
or at least half-yearly, for purposes of portraying and 
analysing the short-term economic situation. Significant 
shifts in economic conditions can take place during 
the course of a year and it is necessary to formulate 
policies in order to cope with short-term problems 
So as to' make it practicable to compile useful quar'.erly 
or semi-annual accounts and tables, the data should 
be restricted to the most essential series required for 
purposes of detecting important rhanges in economic 
conditions which will serve as a guide to devising 
short-range policy Otherwise it will not be possible 
to issue the current data rapidly enough The quarterly 
or half-yearly national accounting data might therefore 
be restricted to flows which best summarize the eco
nomic situation and which are unstable and strategic 
to short-term changes in economic conditions In 
general, quarterly or semi-annual accounts and tables 
might be undertaken at an advanced stage in the 
evolution of the full system of accounts 

8.79. It therefore seems desirable to compile the 
Accounts f, the consolidated accounts for the nation, 
and table 8, on expenditures on the gross domestic 
product at constant prices, quarterly or semi-annually. 
These accounts, coupled with the table, will furnish 
the required short-term summary of economic condi
tions and data in respect of some of the strategic 
factors in changes in these conditions. More detailed 
current series than those in the Accounts I will pro
bably be wanted in respect of some of the flows of 
these accounts. Exactly which items are to be further 
classified should reflect the character of the economy 
of a country and the kind of short-term policy in
struments used The following types of data might be 
considered fm purposes of quarterly or semi-annual 
compilation. 

(a) The gross domestic product valued in pro
ducers' values, at current and constant prices, classified 
according to kind of economic activity. The condensed 
list , of t:1e kind-of-activity classification shown in 
table I might be appropriate in the case of industrial 
activities.. The major divisions of the classification 
might be used for other kinds of activity. 
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(b) The final consumption expenditure of house
holds in the domestic market by type of expenditure, 
and perhaps object, as in tables 6 and I 5, that is in 
current and ronstant prices. It may be appropriate to 
use the condensed list of the classification according 
to object, combining categories 5, 7 and 8. 

( c) Gmss fixed capital formation classified by 
kind of activity of the owner, and perhaps type, as in 
tables 7 and 16, that is at current and constant prices. 
The classification by kind of activity should be ab
breviated as in the case of the series in the table on 
the gross domestic product outlined above. 

(d) Income and outlay and capital transactions of 
central government and social security funds, as in 
table 21. 

(e) The consolidated financial transactinns of the 
monetary system, as in table 25 



Where the listed series are subject to marked seasonal 
variation, it may be desirable to present them in both 
unadjusted and adjusted form. 

ORDERS OF PRIORITY OF COMPILATION 

8.80. In developing the full set of standard accounts 
and tables, besides compiling certain tables less fre
quently than once every year, countries may find it 
essential to spread the development of new series of 
data over a number of years. 

8.8L The order in which a country might under
take the compiiation of new accounts and tables neces
sarily reflects her statistical arrangements and resources 
and economic and social circumstances Extensions 
in the national accounts begin from the available basic 
data; and the directions in which, and pace with which, 
the accounts are elaborated reflect the statistical 
traditi"ons and resources of the country. The economic 
and social circumstances of a country enter into deter
mining the urgency with which the various national 
accounting series are required as well as the relative 
difficulties of gathering basic statistics. 

8.82. The appropriate sequence for developing the 
standard a~counts and, tables of the full system will 
therefore differ from one country to another. All that 
can be attempted here is to outline two approaches 
to charting the sequence and to suggest two broad 
classes of priority for compiling the standard accounts 
and tables. 

8.83. One sequence of developing the standard 
accounts and tables is to proceed from the tabulations 
which are designed to furnish summary data in respect 
of all aspects of an economy to the tabulations which 
are designed to furnish detailed data in respect of 
given aspects of the economy .. For example, assigning 
a higher priority of compilation to the Accounts I, 
the consolidated accounts of the nation, than to the 
Accounts II or Ill, where the series are disaggregated; 
or compiling table I, on value added according to 
kind of economic activity, and Accounts II A, on the 
supply and disposition of commodities, before at
tempting tables 3 and 2, on basic data for input-output 
analysis. An alternative sequence of evolving the 
national accounting system is to concentrate on all 
the tabulations, summary and more detailed, in respect 
of a given aspect of the economy before starting on the 
tabulations in respect of another aspect. For example, 
allocating a higher priority of compilation to all the 
standard accounts and tables on the supply and dispo-

sition of goods and services than the accounts and 
tables on income and outlay transactions. Various 
approaches which fall somewhere between these two 
alternatives may be devised; and may be most appro
priate in given circumstances, 

8. 84 The first of the two approaches to evolving 
the standard accounts and tables appears to be prefera
ble. The more summary series of all the accounts of 
the system will often be more urgently required, and 
less difficult to compile, than the more detailed series 
of given accounts. Coherent series of data, at least in 
summary form, in respect of all aspects of the econ
omy are fundamental in assessing general economic 
conditions, formulating policies or delineating eco
nomic models These series may be used to discern 
the strategic economic trends and relationships, match 
competing demands for, and the supply of, resources, 
and construct consistent aggregative models. These 
series of data also furnish a frame for the effective 
use of the more detailed series of national accounting 
data. 

8.85.. However, under some circumstances, it may 
be desirable to concentrate on elaborating a given 
aspect of the system of national accounts fully before 
starting work on the series at a moderate level of d~tail 
in respect of another aspect of the system. For exam
ple, in the case of a number of countries, it may be 
advantageous to devote attention to the compilation 
of the full range of data in respect of the supply and 
disposition of goods and services and external trans
actions before attempting the compilation of data 
on the transactions in various categories of financial 
claims. 

8.86. It is thought that in either case the compila
tion of the more detailed series of the system should 
in most instances be assigned a lower order of priority 
than the compilation of the other series of the system. 
The series of data which might be assigned the lower 
order of priority in developing the full system are (i) 
tables 2 and 3 and 11 and 12, (ii) the data on the 
cost-composition of the final consumption expenditure 
of government and private non-profit bodies in tables 
5 and 13 and 6 and 14, (iii) table 17, on factor incomes 
by kind of activity of enterprises, (iv) table 20, on 
the income and outlay and capital transactions of cor
porate and quasi-corporate enterprises by kind of 
activity, ( v) the socio-economic classification of house
holds in table 23 and (vi) table 24 and the data on 
the transactions in financial claims of private non-profit 
institutions and households in Accounts III D and E .. 

' 
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ANNEX 8.1 

Coding of transactions in the standard accounts and tables 

8,87, The coding of transactions in the standard accounts 
and tables is designed to indicate the account in which a given 
transactio'n is included and the class and category of the 
transaction. 

8, 88. The codes start with the one•digit number of the 
transactors' account in which the given transaction is included. 
For example, I stands for the production account and 5 

Table 8.1. The codes for transactors' accounts 

Account Code 

Production account 1 
Consumption expenditure account 2 
Income and outlay account 3 
Capital formation account 4 
Capital finance account 5 
External transactions, all accounts 6 

denotes the capital formation account In addition, 6 is 
assigned to the accounts in respect of the external transactions 
of resident economic agents. The way in which the accounts 
are numbered is ~hown in table 8-1 

8 .. 89, The second and third parts of the codes for transac
tions indicate the class and category of a given transaction 
These portions of the codes are listed in table 8 2 below. 

8 .90, The second part of the codes, a one-digit number, 
identifies a class of transactions. For example, 1 signifies 
transactions in respect of the supply of goods and services 
and 6 refers to current unrequited transfers The third 
portion of the codes, one• or two•digit numbers, identifies the 
category of a given class of transactions For instance, L 1 
represents the supply (production) of commodities by domes
tic industries. Jn a few instances, a fourth set of one•digit 
numbers is used in order to sub•divide a given category of 
transaction~. 

Table 8.2. The codes for class and categories of transactions 

I Supply of goods and services 

LO. Gross output of goods and services 
1. t, Commodities produced, industries 

L2 

1.3, 

1-4 

U, 

1-6, 

17 

L8, 
LIO, 
LIL 

1,1, l Characteristic products of specified indus• 
tries which are produced by these indus
tries 

l 1.1 Characteristic products of specified indus• 
tries which are produced by other indus
tri<;S 

1 . L 3. Other commodities which are produced by 
specified industries 

Commodities produced, producers of government 
services 
Commodities produced, producers of private non
profit services to households 
Non•commodity sales, producers of government 
services 
Services produced for own use, producers of 
government services 
Non-commodity sales, producers of non-profit 
services to households 
Services produced for own use, producers of private 
non-profit services to households 
Domestic services of households 
Imports of goods and services 
Imports 
1111 

of commodities 
Imports of merchandise, 

Imports Lob 
ci.f 

ii Transport services on merchandise 
imports by non-residents 

iii Transport services on merchandise 
imports by resident industries 

iv.. Insurance service charges on mer~ 
chandise imports, services' by non
residents , 

v. Insuri;\nce service charges on mer
cha9dise imports, services by resident 
industries 

1 11 ,2. Transport and communication 

2-
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1.12, 

1.11 3, 
1-11 4 

1.11-9 

1.11 10, 

Imports 
1.12.1 

Insurance service charges 
Direct purchases abroad on capitql account, 
producers of government services 
Miscellaneous commodities 
Adjustment of merchandise imports to 
change-of-ownership basis 
of other goods and services 
Direct purchases abroad, resident house
holds 

I. 12 2 Direct purchases abroad on current 
account, producers of government ser-
vices 

Disposition of goods and services 

2 1 Intermediate consumption, industries 
2. 2, Intermediate consumption, producers of govern

ment services 
2.3. Intermediate consumption, producers of private 

non-profit services to households 
2 .4 Final consumption expenditure in the domestic 

market, households 
2 5" Increase in stocks 
2.6, Gross fixed capital formation 
2.10. Exports of goods and services 
2. 1 I, Exports of commodities 

2.1 Lt Exports of merchandise, f.o.b 
2.11 2 Transport and communication 

Transport services in respect of mer
chandise imports 

iL Other transport services 
2.11 J.. Insurance service charges 

i. Insurance in resp~ct of merchandisC 
imports 

iL Other insurance services 
2,11 4 Direct purchases in the domestic market, 

extra-territorial bodies 
2,11,9, Miscellaneous commodities 

Table 8 2 cGtnti11ues 



Table 8.2. The codes for class and categories of transactions (continued) 

2 Disposition of goods and services (continued) 

2"11, Exports of commodities (conlinued) 
2 11 .10, Adjustment of merchandise exports to 

change-of-ownership basis 

2.12 Exports 
2 12 I 

of other goods and services 
Direct purchases in the domestic 
non-resident households 

2.20. Government final consumption expenditure 

2 30. Private final consumption expenditure 

market, 

2 31- Final consumption expenditure, private non-profit 
institutions serving households 

2. 32. Final consumption expenditure, resident households 

3. Value added 

4 

3 o. Gross domestic prod ucl 

3 l Compensation of employees 

32 Operating surplus 

33 Consumption of fixed capitlil 

3.4 Indirect taxes 
34 I Import duties 
3A2 Other indi.rect taxes 

35. Subsidies 

36 Commodity 1,1xes. net 

Distributed factor income and national income 

40 

4 I 

4.2 

4 3 

44. 

4.5. 

4.6. 

4.7 

4.8 

4.9 

4.10 

National income 

Compensation of employees 
i Wages and salaries 

ii Effiployers· contributions lo social security 
schemes in respect of their employees 

iii Employers' contributions to private pension. 
family allowance, health and other casualty. 
insurance, life insurance and similar schemes 
in respec:.t of their employees 

Compensation' of employees receivable from the 
rest of the world, net 

Entrepreneurial income of private unincorporated 
non-financial enterprh.es 

Withdrawals from entreprt:neurial income of quasi
corporate enterprises, disbursement 

Withdrawals from entrepreneurial income of quasi
corporate enterprises. receipt 

Property income payable 
4 6. J Interest 
4. 6 2 Dividends 
4.6 3 Rent 

Property income receivable 
4. 7 I Interest 
4. 7 2 Dividends 
4 7.3 Rent 

Property and entrepreneurial income, 
Here, entrepreneurial income consists 
drawals from the entrepreneurial income 
corporate enterprises 

payable, 
of with
of quasi-

Property and entrepreneurial income. receivable 
Here, entrepreneurial income consists of with
drawals from the c;ntrepreneurial income of quasi• 
corporate enterprises 

Property and entrepreneurial income receivable, 
net. Here, entrepreneurial income refers to the 
difference between receipts of withdrawals from 

5 

the entrepreneurial income of quasi-corporate en
terprises and disbursements of these withdrawals 

Casualty insurance transactions 

5 1, Net casualty insurance premiums payable. i e . 
premiums reduced by the service charge 

5 2. Casualty insurance claims receivable 

53. Net casualty insurance premiums receivable. i.e , 
premiums reduced by the service charge 

5,4, Casualty insurance claims payable 

6,0- Unrequited current transfers and disposable income 
6 14. 
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6.0. 

6.1 

Disposable income 

Direct taxes 
6.1 J, Direct taxes on income 
6 L2 Direct taxes not elsewhere classified 

6 2 Compulsory fees. fines and penalties 
6 3 Social security contributions 

6 4 Social sei.:urity benefits 

65 Social assistance grants 

6.6, Current transfers to private non-profit institutions 
serving households 

6 7, Unfunded employee wclfarn i.:ontributions imputed 

Unfunded employee welfare benefits 

Current transfers n· e.c matle by general govern• 
ment to: 
6.9.1 

6.9.2. 
Residents 
The resl of the world 

610 Current transfers n e 1.: received by general govern
ment from: 
6.10 l Residents 
6.10. 2 The rest of the world 

6 1 l Current transfers n e c made hy other resident 
units to: 
6.11 I, Residents 
6 11. 2, The rest of the world 

6.12 Current transfers n e C, received hy other resident 
units from: 
6.12. I Residents 
6.12.2. The rest of the world 

6 1.3 Current transfers n .. e.c paid. net The difference 
between disbursements- and receipts in respect of 
all the · relevant categories 6 I through 6J 2 above 
which are not itemized in a given account or 
supporting table 

6.14 Current transfers n.ec received, net. The dif• 
ference between receipts and disbursements in 
respect of all the relevant categories 6. I through 
6.12 above which are not itemized in a given 
account or supporting table 

6 21 · Other current transfers ( i .e other than property 

6 .23 and entrepreneurial income) 

6,21, Other current transfers paid 
6. 22 Other current transfers received 
6. 23. Other current transfers received, net 

Balancing items and transactions on capital account n.e.c 
other than finilncial claims 

7 .L Saving 



Table 8.2, The codes for class and categories of transactions (continued) 

7 Balancing items and transactions on capital account n .e c, 
other than financial claims (continued) 
7.2 Surplus of the nation on current transactions, debit 
7.3 Surplus of the nation on current transactions, 

credit 
7.4. Purchases of land, net 
7 .5 Purchase:; of intangible assets n.e c, net 
7 6 Capital transfers received, net 
7 7. Capital transfers paid 
7 8. Net lending, debit 
7 9. Net lending, credit 

Transactions in financial claims: 8 Financial assets; 9 Liabili-
ties 

8.0 Net acquisition of financial assets 
9 0. Net incurrence of liabilities 
8 I. Gold 
8 2 

and 
92 

83 
and 
93 

84 
and 
94 

Currericy and transferable deposits 
8 2.1 and 9 2 I In national currency 
8 2 2 and 9.2.2 In foreign currency 

Other deposits 
8.3 1 and 9.3.I 
832and9.32 

In national currency 
In foreign currency 

Bills and bonds, short-term 

8.5 
and 
95 

8.6 
and 
96 

8 7 
and 
9 7. 

8 .. 8 
and 
9 .. 8 

89 
and 

9.9. 
8 10 

and 
9 10 

8 11 
and 
9 11 

8 12 
and 
9.12 

8.13 
and 
9 13. 

A n11ex 8 2 follows 
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Bonds, long-term 

Corporate equity securities, including capital par
ticipations 

Short-term loans n e c 

Long-term loans n.e.c 

Net equity of households on life insurance reserves 
and on pension funds 

Proprietors' net addition to the accumulation of 
quasi-corporate enterprises 

Trade credit and advances 

Other accounts receivable and payable 

Other 



ANNEX 8.2 

The standard accounts 

LIST OF STANDARD ACCOUNTS AND NOTES Pout 

Page 
C. Industries--Account 1, Production account: 

Illustrative account-b .. Mining and quarrying, l CONSOLIDATED ACCOUNTS FOR THE NATION 
manufacturing, and electricity, gas and water 157 

Account 1. Gross domestic product and expendi~ 
ture 152 

Account 3 National disposable income and its 
appropriation 153 

Account 5. Capital finance 153 

Account 6. All accounts--external transactions 153 

Table 8 3. Consolidation of Accounts JI or III 
to Acco.unts I 154 

Notes to the Accounts I and table 8.3 155 

JI PRODUCTION, CONSUMPTION EXPENDITURE AND CAP~ 

ITAL FORMATION ACCOUNTS 

A, Commodities-Accounts 1, 2 and 4: Illustrative 
account-b, Characteristic products of mining 
and quarrying, manufacturing, and electricity, 
gas and water 156 

B.. Other goods and services-Accounts I, 2 and 4 

a.. Sales of other goods and services and direct 
imports of government services 156 

b. Final consumption expenditure of governw 
ment services 156 

c Final consumption expenditure of private 
nonwprofit services to households 156 

d Final consumption expenditure of housew 
holds 157 

D Producers of government services-Account 1, 
Production account 157 

E Producers of private nonwprofit services to 
households-Account l, Production account 157 

F. Domestic services of households 158 
Notes to the Accounts II 158 

JIJ. INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNTS 

A Non~financial enterprises, corporate and quasiw 
corporate 
Account 3 
Account 5. 

Income and outlay account 
Capital finance account 

B Financial institutions 
Account 3. Income and outlay account 
Account 5 Capital finance account 

C General government 
Account 3. Income and outlay account 
Account 5. Capital finance account 

D. Private non~profit institutions serving house~ 
holds 
Account l 
Account 5. 

Income and outlay account 
Capital finance account 

E Households, including private unincorporated 
nonwfinancial enterprises 
Account 3 Income and outlay account 
Account 5 Capital finance account 

Notes to the Accounts III 

159 
159 

160 
160 

161 
161 

162 
162 

163 
163 
164 

I. Consolidated accounts for the nation 

1 3. l 
13,2 
13.3 

1.3.4 
135 

ACCOUNT 1 GROSS DOMESTIC PRODUCT AND EXPENDITURE 

Compensation of employees {3.3 1) 2 2.20 
Operating surplus {3 .3 2) 
Consumption of fixed capital 2 .. 2 .30 
(5.33) 
Indirect taxes ( l 3 .4) 

Less Subsidies ( 3. 3 5) 

Gross domestic product 

4.2.5 
4 2.6 

I 210 

I I 10 
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Government final consumption exw 
penditure (3 2 20) 
Private final consumption expendi~ 
ture (3230) 
Increase in stocks ( 5 2 5) 
Gross fixed capital formation 
(5.2.6) 
Exports of goods and services 
(6.210) 
Leu Imports of gootls and services 
(-6110) 

Expenditure on the gross 
domestic product 



3 2 20 

3.2 30 

3.7 .l 

I. Consolidated accounts for the nation (continued) 

ACCOUNT 3, NATIONAL DISPOSABLE INCOME AND ITS APPROPRIATION 

Government final consumption ex- 3 ,3 1 
penditure (2.2.20) 3.4.2 
Private final consumption expendi-
ture (2.2.30) 
Saving (5.71) 3 3 2 

3 4 10 

3.34 
335 
36 23 

Compensation of employees ( 1 3.1) 
Compensation of employees from 
the rest of the world, net {6 4.1 
- 6 3 1) 
Operating surplus ( 1 J 2) 
Property and entrepreneurial in
come from the rest of the world, 
net (6.49-6.48) 
Indirect taxes ( 1 3 .4) 

L.ess Subsidies ( 1 .3 .5) 
Other current transfers from the 
rest of the world, net (6.6-22 -
6.6.21) 

Appropriation of disposable income Disposable income 

5.2 5 
526 

5.75 

ACCOUNT 5, CAPITAL FINANCE 

Increase in stocks (4.2.5) 5.71 
Gross fixed capital formation 5.3,3 
(4.2.6) 
Purchases of intangible assets n e c. 5 7 6 
from the rest of the world, net 
(6.7.5) 

Saving (3.7 1) 
Consumption of fixed capital 
(1.3.3) 

Capital transfers from the rest of 
the world, net ( 6. 7 .6) 

5 .7 8 Net lending to the rest of the world 
(5.7.9) 

5 8.0 

Gross accumulation Finance of gross accumulation 

Net acquisition of financial assets 5. 7 .9 Net lending to the rest of the world 
(5 7.8) (6.8.0 + 5.9 0 - 6 9.0) 

5 9.0 Net incurrence of liabilities (6.9.0 
+ 580-6.8.0) 

Net acquisition of financial assets 
Net incurrence of liabilities plus net 

lending to the rest of the world 

6 4.1 

6.4 9 

6 622 

ACCOUNT 6. ALL ACCOUNTS-EXTERNAL TRANSACTIONS 

Current transactions 

Exports of goods and services 6. I 10 
(1.2.10) 
Compensation of employees from 63. I 
the rest of the world {3.42 + 
6.3.l) 6.4 8 
Property and entrepreneurial in~ 
come from the rest of the world 
(3.4.10+6.4.8) 6.621 
Other current transfers from the 
rest of the world (3.623 + 6.6.21) 6 7 3 

Current receipts 
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Imports of goods and services 
(- 1110) 
Compensation of employees to the 
rest of the world (3-3 1 *) 

Property and entrepreneurial in
come to the rest of the world 
(6-4.9 - 3.4.10) 
Other current transfers to the rest 
of the world (6.622- 3.6.23) 
Surplus of the nation on current 
transactions ( 6. 7 2) 

Disposal of current receipts 

Auount 6 continue.t 



I. Consolidated accounts for the nation (continued) 

ACCQUNT 6, ALL ACCOUNTS - EXTERNAL TRANSACTIONS (continued) 

6 7.2 

676 

6.90 

Capital transactions 

Surplus of the nation on current ' 6 7.5 
transactions ( 6 .. 7 .3) 

Purchases of intangible assets n .. e .c 
from the rest of the world, net 
(5 7 5) Capital transfers from the I est of 

the world,·net (5.76) 68.0 Net acquisition of foreign financial 
assets (5.8 0 - 5.9 0 + 6.9.0) Net incurrence of foreign liabilities 

(5.9.0- 5.8.0 + 6.8.0) 

Receipts Disbursements 

Table 8.3" Consolidation of Accounts II or III to Accounts I 

(ln the case of the I/ Accountr, "A" or "C" preceding the summation sign and "n" following 
il indicate summuti,m over all the accounts of each of the two clnsses of II Accounts, In the 
case of the Ill Accounts, "N'' following the summations sign means summation over all the 
accounts in which the given transaction appears; and "n" at the end of the apression means 
summation over afl categories of the givfn class of transactions ) 

Sur.imation of entries of Accounts II to Accounts 

Consolidated accounts (I) 

Compensation of employees 
Operating surplus 
Consumption of fixed capital 
Indirect taxes 
Less Subsidies 
Government final consump~ 

tion expenditure 
Private final consumption exw 

penditure 
Increase in stocks 
Gross fixed capital formation 
Exports of goods and services 
Imports of goods and services 

1.3 I = 
132 
l 3.3 
13.4 = 
135 
2 2,:.0 = 
22 30 = 
4 2,5 = 
4,2.6 
l.2J0 = 

-Ll.10 

P, eduction, consumption expenditure and 
capital formation accounts (II) 

Cl:n 1.3.I+D L3.I+E 1.3.l+F L3J 
c:::n 1.3.2 
C:!:n 133 + D I 3.3 + E L3.3 
A:!:n 134 I + C:i:n I 3 .4 + D I 34 + E I 3 4 
C:En 135 
Bb 2 2 20 

Be 22.31 +Bd 2232 

A Zn 4 2 5 
A:!:n 4.2,6 
AZI\ 1211 + Bd 22 i2 l 
A:!:n 1.1 11 + Ba I 1.12 2 -t Bd 2.1.12.1 

Summation of remaining entries of Accounts, II to zero 

Debit 

Commodities produced 

Intermediate consump~ 
tion 

A:!:n 11.11 +A:i:n I.I 1.2 
A:i:n LI 2 + A:i:n I.I 3 
C:!:n 1.2 I + D I 2.2 

Final consumption ih 
the domestic market, 
households 

+ E 1.23 
Bd 2}4 

Non-commodity sales Ba 1 .. IA+Ba 1,1.6 
+ Ba I I 8 

Services produced for Bb J, l. 5 
own use, government 
services 

Services produced for Be l . 1 .7 
own use, private non-
profit services 
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Credit 

_ C:i:n I I I -I + C:!:n I I 1.3 
+ D I 12 + E 1.1.3 
A:!:n 12 I+ A:!:n 1.2.2 + A:!:n 1.23 
+ Ba 1.22 
A:En 2.24 + Ba 224 

D 1.14+E 1!6+F 1.18 

= D 1.15 

E 11 7 



Table 8.3. Consolidation of Accounts II or III to Accounts I (continued) 

Summation of entries of Accounts III to Accounts I 

Consolidated Accounts (I} Income and Outlay and Capital Finance 
Accounts (III) 

Government final consumpN 3 .2 20 = C 3 .2 20 
Lion expenditure 

Private final consumption 32.30 
expenditure 

Saving 3.7"1 
Operating surplus 3. 3. 2 
Compensation of employees 3.3. l 

+3.42 
Property and entrepreneurial 3 ,4 10 

income from the rest of 
the world, net 

Indirect taxes 
Less Subsidies 

334 
3 35 

D 32.31 + E 32.32 

2:N 3.7 1 
2:N 3..3.2 
E 34.1 

2:N 3.4.7-2:N 34.6+2:N 345-A 344 
- B 3.44 

C 3.3 4 
C 3,35 
2:N 352 - 2:N 15.1+B35.3 - B 3.54 + C 3 .. 61 
+ C 3.6.2 + C 3 .. 63 - 2:N debit 3 .. 6.1 

Other current transfers from 
the rest of the world, net 

3.6 23 = 
- 2:N debit 3.62 - E 3 6 3 + E 3.6 4 - C 3.6.4 
+ E 3.6.5 - C 3.6 5 - D 3 .. 65 + D 3.66 - C 3,6 6 
- E 3 6.6 + ZN credit 3.6.7 

Increase in stocks 
Gross fixed capital formation 
Purchases of intangible as• 

sets, n .e. c, from the rest 
of the world, net 

Net lending to the rest of 
the world 

Saving 
Consumption of fixed capital 
Capital transfers from the 

rest of the world, net 
Net acquisition of financial 

assets 
Net lending to the rest of 

the world 
Net incurrence of liabilities 

52.5 
5.2.6 
5.7 5 

5.7.8 

5.7.1 
5,33 
5 . .7.6 

5.8.,0 

579 

5 9.0 

- E 3.,6 7 + E 3.6.8 - ZN debit 3,6.8 + C 3.6.10 
-C 3.69+E 3.6.12-E 3,6.11 -A 3.6,13 
- B 3.6.13 

= 1:N 5.2.5 
2:N 526 
2:N 5.7,5 

= 2:N 5 . .7.8 

2:N 5.7.1 
= 2:N 5 3 3 

2:N 5.7.6 

2:N 5.8.n 

= 2:N 57.9 

= :SN 59n 

Summation of remaining entries of Accounts III to zero 

Debit 

Purchases of land, net 2:N 5.7.4 - 0 

NOTES TO THE ACCOUNTS I AND TABLE 8.3 

Indirect taxes and subsidies 

8.91. In certain instances an international body may reN 
ceive indirect taxes from, or pay subsidies to, the industries 
of a country directly, In order to keep national income valued 
to include net indirect taxes equal to the sum of the gross 
domestic product less consumption of fixed capital plus 
net factor income received from abroad, it is desirable to 
route these flows to the international body (the rest of the 
world) through the general government sector of the country. 
The flows in question are then to be classed first as indirect 
taxes received (item 3,3.4}, and subsidies paid, (item 3.3.5} 
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by the general government sector and second as the sector's 
current transfers n,e.c, to, and from, the rest of the world 
(items 6 .. 9.2, and 6,10.2 in Account IIIC3). In the case 
of the consolidated accounts of the nation, these current 
transfers are to be covered in item 3. 6 .. 23 in Account 3 and 
items 6.6.22 and 6.6.21 in Account 6. If the alternative of 
routing the flows in question directly to the rest of the world 
were to be adopted, the transactions would of course be 
shown as indirect taxes and subsidies (items 63A and 6J.5, 
respectively) in Account I 6 .. In this case items 6 . .3.4 plus 
3.3.4 would be equal to item 13A; and items 6.3-5 plus 33.5 
would be equal to item 1.3.5, 



11 1 1 

1112 

1.1 2 

JU 

11.11 

1341 

1.1.4 

1.1.6 

I 1.8 

JI. Production, consumption expenditure and capital formation accounts 

A, COMMODITIES-ACCOUNTS 1. 2 AND 4 

Illustrative account-b, Characteristic products of mining and quarrying, 
manufacturing, and electricity, gas and water 

Jndustrial commodities from do-
mestic industrial activity (Cb 
1.1 11) 
Industrial commodities from other 
domestic industries 
Industrial commodities from pro• 
ducers of government services (D 
1.1 2*) 
Jndustrial commodities from pro-
ducers of private non~profit services 
to households (E 11.3') 
Imports of industrial commodities 
c.Lf 

Import duties, industrial commodi-
ties 

Supply 

121 

122 

12.3 

22.4 

4.25 
42.6 
12 11 

Jntermediate consumption, indus• 
tries (C:Zn 1.2.lY) 
Intermediate consumption, produ
cers of government services (D 
1.22') 
Jntermediate consumption, pro
ducers of private non-profit services 
to households (E 1.2.J•) 
Final consumption expenditure in 
the domestic market, households 
(Bd 2.2.4*) 
Increase in stocks 
Gross fixed capital formation 
Exports 

Use 

B OntER GOODS ANO SERVICES-ACCOUNTS I, 2 AND 4 

a. Sales of other goods and services and direct imports of government services 

Non-commodity sales, producers of l .2 2 
government services (D L J A) 
Non-commodity sales, producers of 
private non-profit services to house- 2. 2 4 
holds (E 116) 
Domestic services of households 
(F I 18) 

Intermediate consumption, produ~ 
cers of government services (D 
1 22') 
Final consumption expenditure in 
the domestic market, households 
(Bd 224*) 

1 LJZ.2 Direct purchases abroad on current 
account, producers of government 

1.1 5 

I 1.7 

services 

Supply Use 

b Fi;rnl consumption expenditure of government services 

Services produced for own use (D 2.2.20 
11.5) 

Supply 

Final consumption expenditure 

Use 

c, Final consumption expenditure of private non-profit services to households 

Services produced for own use (E 2 2.31 
1.1.7) 

Supply 
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Final consumption expenditure 

Use 



JI. Production, conaumption expenditure and capital formation accounts (continued) 

B OTIIER GOODS AND SERVICES-ACCOUNTS 1, 2 AND 4 (continued) 

d Final consumption expenditure of households 

22 .4 Final consumption expenditure in 
the domestic market, households 
(A:i:n .2 24 + Ba 2 2 4) 

2 .. 2 32 Final consµmption expenditure, 
resident households 

2. 2 12. 1 Direct purchases in the domestic 
market, non-resident households 2.1 12.1 Direct purchases abroad, resident 

households 

121 

L3.1 
1.3.2 
13.3 
L3.4 
1.35 

L2.2 

1.3.1 
1.3.3 
1.3.4 

L2.3 

1..3,1 
1.3.3 
1.3.4 

Supply Use 

C. INDUSTRJES--ACCOUNT 1, PRODUCTION ACCOUNT 

Illustrative account-b. Mining and quarrying, manufacturing, 
and electricity, gas and water 

Intermediate consumption (A::En 1. 1, 1, 1 
1.2.1) 
Compensation of employees LLL3 
Operating surplus 
Consumption of fixed capital 
Indirect taxes 
Less Subsidies 

Gross input 

Characteristic products of industrial 
activity (Ab LL! I) 
Other products 

Gross output 

D. PRODUCERS OF GOVERNMENT SERVICES-ACCOUNT 1, PRODUCTION ACCOUNT 

Intermediate consumption (A!:n LL5 
1.2.2 + Ba 1.2.2) 
Compensation of employees LIA 
Consumption of fixed capital 1..1.2 
Indirect taxes 

Gross input 

Services produced for own use 
(Bb I.LS) 
Non-commodity sales (Ba Ll.4) 
Commodities produced (A:!:n LL2) 

Gross output 

E. PRODUCERS OF PRIVATE NON-PROFIT SERVICES TO HOUSEHOLDS-ACCOUNT 1, 
PRODUCTION ACCOUNT 

Intermediate consumption (A::En 
1.2.3) 
Compensation of employees 
Consumption of fixed caJ)ital 
Indirect taxes 

Gross input 

LU 

U.6 
I.13 
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Services produced for own use 
(Be 11 .7) 
Non~commodity sales (Ba Ll.6) 
Commodities produced (A:Zn 1,1,3) 

Gross output 

Account.r II contin1u 



JI. Production, consumption expenditure and capital formation accounts (continued) 

F. DOMESTIC SERVICES OF HOUSEHOLDS 

1.3 I Compensation of employees I I 8 Domestic services (Ba 1 . 1. 8) 

Gross input Gross output 

NOTES TO THE ACCOUNTS JI 

Classi/ication of Acco1111/J JI A und C 

8.92. The number of categories of industries and their 
characteristic products used in Accounts II A and C should 
be limited. For international purposes the categories should 
be kept to the minimum number that is required for purposes 
of annual summary data on the sources of demand for 
broad classes of commodities. The minimum list suggested 
is: (i) agriculture, hunting, forestry and fishing, (ii) mining 
and quarrying, manufacturing and electricity, gas and water, 
(iii) construction, (iv) wholesale and retail trade, restau
rants and hotels, (v) transport, storage and communication 
and (vi) services. It may be desirable to separate mining 
and quarrying from other industrial activities because of the 
important role of this activity in the case of a number of 
developing countries. 

Valuation 

8.93. Commodities are to be valued at producers' values 
in the Accounts U As is indicated earlier in this report, this 
mode of valuation enhances the analytical values of the data 
for such purposes as correlating the supply of, and demand 
for, commodities. Decomposing in Accounts II A, the pur
chasers' value of commodities disposed of to the various 
categories of demand into producers' values and distributive 
trade and transport margins is most ptacticable when the 
commodity-flow approach is used in estimating these 
series. 

8.94. When, however, estimates of the dispositions of com
modities are mainly based on statistics in respect of the 
various categories of demand, it is most practicable to use 
purchasers' valuation only .. The use of purchasers' values is 
appropriate for purposes of studying the experience and 
behaviour of purchasers and co-ordinates the data in Ac
counts II A directly with the series on final consumption 
expenditure in tables 4, 5 and 6 and the data on gross capital 
formation in table 7, If purchasers' value only were to be 
used in these accounts, distributive trade and transport mar
gins would be shown as debits in each Account II A, rather 
than entirely in Account II A on distributive-trade and trans
port services. As is indicated in chapter IV, the Accounts II A 
will then differ from the structure of the corresponding part 
of the system 

Memorandum item in respect of consumption of fixed 
capital 

8.95. In the case of Accounts 11 C, D and E, which con
cern the production and cost-structure of industries and the 

producers of government and private non-profit services, it 
will be valuable to add memoranda items to the accounts in 
respect of the figures of the consumption of fixed capital 
recorded in the books of the producers These figures will in 
general differ from the estimates of the consumption of 
fixed capital which should be used in th_e national accounts. 
The character of these differences is of interest in analysing 
data on the operating surplus of industries and the cost
composition of government and private non-profit services 
and purposes 

I reatment of producers of prfrate non•profit services 
in certain circumstances · 

8 96. Some countries may find it necessary to combine pri
vate non-profit bodies serving households with households 
during the early stage of introducing the new system, ThC:y 
may not have data on the intermediate consumption, sales 
to household, and other aspects of the production of private 
non-profit services The modifications which it may then be 
necessary to make in Accounts 11 A, B and E might be as 
follows 

(a) A Accounts: Combine entries L2.3 "Intermediate con
sumption, producers of private non-profit services to house• 
holds" and 2 2 .4 "Final consumption expenditure in the 
domestic market, households"; and disregard entry t. 1 .3 "Com
modities from producers of private non-profit services to house
holds"; 
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(h) B Accounts: Consolidate the transactions of the private 
non-profit services and households in respect of the output 
and disposition of services and goods. Thus, omit entry I. 1 6 
"Non-commodity sales of producers of private non-profit services 
to households" from Account II B a but add a debit entry in 
respect of the total value of the primary inputs of producers 
of private non-profit services, Account JI B c is to be elimi
nated and Account II B d is to show private final consumption 
expenditure; 

(c) E and F Accounts: Combine the two accounts; and 
give the primary inputs of the producers of private non-profit 
services as their cost-structure and outpu.t Limit the cost 
structure and output to the primary inputs of the private 
non-profit institutions; in other words, omit entries 1.2. 3 
"Intermediate consumption", 1 1.6 "Non-commodity sales" 
and t..l .3 "Commodities produced", 

8 .97 In any case, fraternal, sport, neighbourhood, etc clubs 
which engage the equivalent of less than two fuJl~time em
ployees are to be included among households. Any data which 
may be available concerning their activities should be dealt 
with in the accounts as is indicated above, 
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34.4 

3 4.6 

3 5 1 
3 .6.1 

3.6.2 
3 6.8 

3.6,13 
37.1 

5-2.S 
52.6 
5,7.4 
51 5 

5.7,8 

5.8,1 
5.8.2 
5.8-3 
5.8.4 
5 8.5 
58,6 

5.8,7 
and 8 

5.8.10 

Ill. Income and outlay and capital finance accounts 

A, NON-FINANCIAL ENTERPRISES, CORPORATE AND QUASI-CORPORATE 

ACCOUNT' 3" INCOME ANO OUU.AY ACCOUNT 

Withdrawals from entrepreneurial 
income of quasi-corporate enter
prises 
Property income 
I, Interest 
2, Dividends 
3. Rent 
Net casualty insurance premiums 
Direct taxes 
L On income 
2. Not elsewhere classified 
Fines and penalties 
Unfunded employee welfare bene
fits 
Current transfers n.e.c., net 
Saving {A 5. 7.1) 

Disbursements 

33.2 
3.4 5 

3 4 7 

3 5.2 
3.6 7 

Operating surplus 
Withdrawals from entrepreneurial 
income of quasi-corporate enter
prises 
Property income 
I, Interest 
2. Dividends 
3, Rent 
Casualty insurance claims 
Unfunded employee welfare contri
butions imputed 

Receipts 

ACCOUNT 5. CAPITAL FINANCE ACCOUNT 

Increase in stocks 
Gross fixed capital formation 
Purchases of land, net 
Purchases of intangible assets nce.c., 
net 
Net lending {A 5.19) 

Gross accumulation 

Gold 
Current and transferable deposits 
Other deposits 
BiJJs and bonds, short-term 
Bonds, long-term 
Corporate equity securities, in~ 
eluding capital participations 
Loans n.e.c. 

Proprietors' net additions to the 
accuniulation of quasi~corporate en
terprises 
Trade credit and advances 
Other financial assets 

5.7-1 
5.3 3 
5.7,6 

5.7,9 
BA 
5 .9.S 
5.9,6 

5.9.7 
59.8 
5,9,10 

5,9,11 
5.9.12 

and 

Saving {A 3.7 I) 
Consumption of fixed capital 
Capital transfers. net 

Finance of gross accumulation 

13 

Net lending {A 5.7,8) 
Bills and bonds, shorMerm 
Bonds, Jong-term 
Corporate equity securities, in
duding capital participations 
ShorMerm loans n .e,c. 
Long.term loans n.e c. 
Proprietors' net additions to the 
accumulation of quasi-corporate en
terprises 
Trade credit and advances 
Other liabilities 

5.8 11 
5,8,12 

and 13 

Net acquisition of financial assets 
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Net incurrence of liabilities plus net 
lending 



34.4 

35.1 
3.5.4 
3.6.1 

3.6.2 
3 6.8 

3.6.13 
3.7..1 

5.2.5 
5.2.6 
5.7.4 
5 . .7.5 

5 7.8 

5.8.1 
5 8.2 

5.8.3 
5.8.4 
58.5 
5.8.6 

5.8 7 

5.8.8 
5.8.10 

Ill. Income and outlay and capital fl.nance accounts (continued) 

B- FINANCIAL INSTITUTIONS 

ACCOUNT 3" INCOME AND OUUAY ACCOUNT 

Withdrawals from entrepreneurial 
illcome of quasi-corporate enter
prises 
Property income 
l. Interest 
2. Dividends 
3. Rent 
Net casualty insurance premiums 
Casualty insurance claims 
Direct taxes 
l. On income 
2. Not elsewhere classified 
Fines and penalties 
Unfunded employee welfare bener 
fits 
Current transfers n,e c, net 
Saving (B 5.7.1) 

Disbursements 

3.3.2 
345 

3.5.2 
35.3 
3.6 7 

Operating surplus 
Withdrawals from entrepreneurial 
income of quasi-corporate enter
prises 
Property income 
1. Interest 
2. Dividends 
3. Rent 
Casualty insurance claims 
Net casualty insurance ·premiums 
Unfunded employee welfare con
tributions imputed 

Receipts 

A"CCOUNT 5,. CAPITAL FINANCE ACCOUNT 

Increase in stocks 
Gross fixed capital formation 
Purchases of land, net 
Purchases of intangible assets n e .. c., 
net 
Net lending (B 5 7 .. 9) 

Gross accumulation 

Gold 
Currency and transferable deposits 
Of which by monetary institutions, 
liability of: 
i. Resident institutions 
ii, Rest of the world 
Other deposits 
Bills and bonds, short-term 
Bonds, long-term 
Corporate equity securities, in
cluding capital participations 
Short-term loans n.e,c, 
L Of which by the central bank, 

liability of the rest of the world 
Long~term lctans n.e.c .. 
Proprietors' · net additions to the 
accumulation of quasi~corporate 
enterprises 

571 
5.3.3 
576 

Saving (B 3. 7 .I) 
Consumption of fixed capital 
Capital transfers, net 

Finance of gross accumulation 

5.7.9 Net lendiag (B 5.7.8) 
5. 9,2 Currency issued by the central 

bank and transferable deposits 
5. 9 ,3 Other deposits 
5.9 .. 4 Bills and bonds, short•term 
5 .9 5 Bonds, long-term 
5.9,6 Corporate equity securities, in

cluding capital participations 
5.9.7 ShorMerm loans n.e.c. 

5.9.8 
5.9.9 

5 9.10 

Of which by monetary institutions 
to: 
L Resident institutions 

iL Rest of the world 
Long-term Joans n. e .. c. 
Net equity of households on life 
insurance reserves and on pension 
funds 

5 .. 8 .. 11, Other fiifancial assets 
Proprietors• net additions to the 
accumulation of quasi•corporate en-
terprises 12 and 

13 

Net acquisition of financial assets 

5 9 .. 11, Other liabilities 
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12 and 
13 

Net incurrence of liabilities plus net 
lending 



3.2 20 
3-4-6 

35.1 
3..3..5 
3.6.4 
3.65 
3.6 .. 6 

3 .. 6 8 

3.6.9 

3 7.1 

5 . .25 
5.2 .. 6 
5.7.4 
5.75 

5.7.8 

5.8.1 
5.8.2 

5.8.3 
5,8.4 
5.8,5 
58 .. 6 

58 . .7 
5.8.8 
5.8.IO 

Ill. Income and outlay and capital finance accounts (continued) 

C, GENERAL GOVERNMENT 

ACCOUNT 3 INCOME AND OUTI.AY ACCOUNT 

Final consumption expenditUre 
Property income 
l. Interest on public debt 
3. Rent 
Net casualty insurance premiums 
Subsidies 
Social security benefits 
Social assistance grants 
Current transfers to private non• 
profit institutions serving house~ 
holds 
Unfunded employee welfare benew 
fits 
Current transfers n e.c, to: 
1, Residents 
2, The rest of the world 
Saving (C 5.7.1) 

Disbursements 

3.3.2 
3.4 5 

3.4 . .7 

35.2 
3.3.4 

36.2 

36.3 
3.6.7 

3.6. IO 

Operating surplus 
Withdrawals from entrepreneurial 
income of quasi•corporate govern~ 
ment enterprises 
Property income 
1, Interest 
2. Dividends 
3. Rent 
Casualty insurance claims 
Indirect taxes 
L Import duties 
2. Other indirect taxes 
Direct taxes 
L On income 
2. Not elsewhere classified 
Compulsory fees, fines and penalw 
ties 
Social security contributions 
Unfunded employee welfare con• 
tributions imputed 
Current transfers n,e c. from: 
1, Residents 
2. The rest of the world 

Receipts 

ACCOUNT 5 CAPITAL. FINANCE ACCOUNT 

Increase in stocks 
Gross fixed capital formation 
Purchases of land, net 
Purchases of intangible assets n.e .c., 
net 
Net lending (C 5. 7 9) 

Gross accumulation 

Gold 
Currency and transferable deposits 
Of which by central government, 
liability of: 
L Resident institutions 

iL Rest of the world 
Other deposits 
Bills and bonds, shorMerm 
Bonds, long•term 
Corporate equity securities, in
cluding capital participations 
ShorMerm loans, n.e.c. 
Long-term loans, n.e.c. 
Proprietors' net additions to the 
accumulation of quasi-corporate 
government enterprises 

5.7,1 
. 5.3..3 
5.7.6 

Saving (C 3.7.1) 
Consumption of fixed capital 
Capital transfers, net, from: 
i Residents 
ii. The rest of the world 

Finance of gross accumulation 

5 7.9 
5 9.2 

Net lending (C 5.7.8) 
Currency issued by the 
and transferable deposits 

5,9 .3 Other deposits 
5.9..4 Bills and bonds, shorMerm 
5,9,5 Bonds, long-term 
5 .. 9 .. 7 ShorMerm loans n.e.c 
5,9,8 Long-term loans n e.c 
5,9 .11, Other liabilities 

12 and 
13 

treasury 

5,8.11, Other financial assets 
12 and 
13 

Net acquisition of financial assets 
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Net incurrence of liabilities plus net 
lending 

Acco1rntr 111 continwe 



3.2.31 
3 4.6 

3.5.1 
361 

3.6.2 
3.6.5 
3 .. 6.8 

3.7.1 

52.6 
5.7 . .4 
5 . .7.5 

5.7.8 

5 .. 8.1 
5.82 
5.8.3 
5 .. 8.4 
5.8.5 
5.8.6 

Tl/. Income and outlay and capital finance accounts (continued) 

D. PRIVATE NON-PROFIT INSTITUTIONS SERVING HOUSEHOLDS 

ACCOUNT 3,. INCOME AND OUTLAY ACCOUNT 

Final consumption expenditure 
Property income 
l. Interest 
3. Rent 
Net casualty insurance premiums 
Direct taxes 
L On income 
2" Not elsewhere classified 
Fines and penalties 
Social assistance grants 
Unfunded employee welfare bene
fits 
Saving (D 5.7.1) 

Disbursements 

3.32 
347 

3 5.2 
3.6.6 

3.6.7 

Operating surplus 
Property income 
l, Interest 
2.. Dividends 
3. Rent 
Casualty insurance claims 
Current transfers to private non
profit institutions 
Unfunded employee welfare contri• 
butions imputed 

Receipts 

ACCOUNT 5, CAPITAL FINANCE ACCOUNT 

Gross fixed capital formation 
Purchases of land, net 
Purchases of intangible assets n .. e,c , 
net 
Net lending (D 5 7.9) 

Gross accumulation 

Gold 
Currency and transferable deposits 
Other deposits 
Bills and bonds, shorMerm 
Bonds, Jong-term 
Corporate equity securities, in• 
eluding capital participations 

571 
5.33 
5.7 6 

Saving (D 3.7.1) 
Consumption of fixed capital 
Capital transfers, net 

Finance of gross accumulation 

5.7.9 
5.9 7 

and 8 
5 9.11, 

12 and 
13 

Net lending (D 57 8) 
Loans n .e;c. 

Other liabilities 

5,8;7, 8, Other financial assets 
11, 12 
and 13 

Net acquisition of financial assets 

162 

Net incurrence of liabilities plus net 
lending 



Ill. Income and outlay and capital finance accounts (continued) 

E, HOUSEHOLDS, INCLUDING PRIVATE UNlNCORPORATED NON-FlNANCIAL ENTERPRISES 

3.2.32 
3A.6 

35.1 
3 6,1 

3-6.2 
3.6.3 
3.6.6 

3.6.7 

3.6.11 

3 7. I 

5.2.5 
5.2.6 
5.7.4 
5.7.5 

5.7.8 

5.8.1 
5.8.2 
5.83 
5.8.4 
5,8.5 
5,8.6 

5.8,7 
and 8 

5 8.9 

5.8, 10 

5.8.11 
5.8, 12 

and 13 

ACCOUNT 3 INCOME AND OUTI,AY ACCOUN1 

Final consumption expenditure 
Property income 
1 L Consumer debt interest 
1 iL Other interest 
3. Rent 
Net casualty insurance premiums 
Direct taxes 
1 On income 
2. Not elsewhere classified 
Compulsory fees, fines and penalties 
Social security contributions 
Current transfers to private non
profit institutions 
Unfunded employee welfare con
tributions imputed 
Current transfers n e.c. to: 
L Residents 
2. The rest of the world 
Saving (E 5.7.1) 

Disbursements 

3.41 
3 3.2 
345 

3.47 

35.2 
3.64 
3.65 
3 .. 6 8 

3.6.12 

Compensation of employees 
Operating surplus 
Withdrawals from .entrepreneurial 
income of quasi-corporate enter
prises 
Property income 
1.. Interest 
2. Dividends 
3. Rent 
Casualty insurance c1aims 
Social security benefits 
Social assistance grants 
Unfunded employee welfare bene
fits 
Current transfers n.e,cc from 
1. Residents 
2. The rest of the world 

Receipts 

ACCOUNT 5., CAPITAL FINANCE ACCOUNT 

Increase in stocks 
Gross fixed capital formation 
Purchases of land, net 
Purchases of intangible assets n .e,c .. , 
net 
Net lending (E 5.7 .. 9) 

Gross accumulation 

Gold 
Currency and transferable deposits 
Other deposits 
Bills and bonds, shorMerm 
Bonds, long-term 
Corporate equity securities, in
cluding capital participations 
Loans n .e.c. 

Net equity of households on life 
insurance reserves and on pension 
funds 
Proprietors' net additions to the 
accumulation of quasi~corporate 
private enterprises 
Trade credit and advances 
Other financial assets 

5. 7.1 
5.3.3 
5.7 .. 6 

5.7,9 
5,9 7 
5.9.8 
5,9,11 
5.9.12 

and 

Saving (E 3:7.1) 
Consumption of fixed capital 
Capital transfers, net 

Finance of gross accumulation 

13 

Net lending (E 5.7 .8) 
Short-term loans n .e .. c, 
Long-term loans n.e .. c. 
Trade credit and advances 
Other liabilities 

Net acquisition of financial assets 
Net incurrence of liabilities plus net 

lending 

163 



NOTES TO THE ACCOUNTS Ill 

Basis of recording transactions 

8.98. ln general, transactions between transactors of the 
same sector should be recorded in the items of the Accounts 
III- In the cnse of general governmenl, however, the trans
actions between the various transactors of the sector in 
respect of the same flow are to be netted out, that is consolw 
idated This approach is adopted so that the transactions 
between general government bodies and others are not ob
scured by the numerous but unimportant transactions from 
the point of view of economic analysis which take place 
between organs of government As for other sectors, the 
receipts (sales) and disbursements (purchases) in respect 
of a given item involved in transactions between general 
government bodies and transactors of other ·sectors should 
be recorded on a gross basis unless netting is explicitly called 
for in an account Receipts (sales) and disbursements (pur~ 
chases) of the same transactor in respect of an item should 
not be netted, one against the other, except in the case of 
transactions in financial assets and liabilities. In the case of 
financial transactions, purchases and sales of the same type 
of assets, or the acquisition and redemption of the same 
type of liabilities, are to be netted, one against the other, 

Supp/emenlary entries 

8,99. While an effort has been made to list entries in the 
Accounts Ill in respect of probable transactions, transactions 
may occur which are not provided for. For example, incor~ 
porated enterprises, general government or private non~profit 
institutions may establish pension funds for their employees 
which do not satisfy the criteria for inclusion in the subsector 
"Insurance companies and pension funds". In these instances, 
an entry in respect of the liability ''Net equity of households 
on pension funds" would be required in the capital finance 
accounts of the bodies 

8,100. It may also be desirable to add entries to the 
Accounts III in order to classify certain categories of trans~ 
actions further Additions to the items exhibited in the 
Accounts III which warrant consideration are indicated below 

(a) Interest. It may be useful to distinguish interest earned 
by (imputed to) households on their equity in life insurance 
reserves and on pension funds, from other forms of interest 
For this purpose, entries 3.4.6 I in Account III B and 3.4,7. 1 
in Account III E should of course be divided into the two 
categories of interest, Alternatively, consideration might be 
given to sub~dividing item JO (entry 3.4 7.1) in tab]e 23, on 
the income and outlay and capital transactions of house
holds, in this fashion; 

( b) Saving Where a significant number of enterprises 
in a country are branches or subsidiaries of non-residents, it 
will be valuable to sub-divide the saving, entries 3 ,7.1 and 
5 .7 J, of the relevant institutional sector(s) in order to 
indicate the amount of saving of ( direct investment in) these 
corporate and quasi-corporate enterprises The division of 
saving into the retained income of foreign-owned branches 
and subsidiaries and the saving of other corporate and 
quasi~corporate enterprises may be of interest in the case 
of financial and/or non-financial enterprises. 

Memorandum items 

8J01. The analytical values of the Accounts III will be 
enhanced if memoranda to these accounts are furnished in 
respect of the items 1isted below 

(a) Direct taxes on income. While direct taxes on income 
are to be generally recorded as of the date when they are due 
without penalty, it will be of interest to have figures of these 
taxes which are recorded as of the time the income on which 
the taxes are levied was earned. It may be feasible to compile 
such data in the case of corporate and quasi-corporate enter~ 
prises, Where this is the case, the data might be exhibited as 
memoranda to Accounts 111 A 3 and B 3; 

(b) Increase in stocks. The value of the physical change 
in stock which enters into the national accounts will in general 
differ substantially from the figures of the value of the change 
in stocks recorded in the books of business enterprises .. For 
purposes of studies of the behaviour of these enterprises, as 
wen as the evaluation of the data in respect of stocks in the 
national accounts, it will be valuable if the following data are 
furnished as memoranda to the capital finance accounts of 
non-financial corporate and quasi-corporate enterprises and 
households: The book value of the increase (decrease) in 
stocks; and the main estimates made in order to adjust the 
book values to the figures given in the national accounts; 

(c) Consumption of fixed capital. The national accounting 
and book figures of consumption of fixed capital should, in 
most instances, also differ significantly. It will therefore be 
of interest if the following data are presented as memoranda 
to the capital finance accounts of each of the institutional 
sectors: the book values of the consumption of fixed capital; 
and the results of the main steps ta'ken in adjusting the book 
values to the data in the national accounts 

Classification of financial assels and liabilities 

8 I 02. The classification of financial claims is defined in 
table 8 2. Some countries may find it desirable to raise a sepa
rate heading for mortgages in respect of the financial transac
tions of the institutional sectors other than general govern
ment Mortgages are now classified in the category "Long~term 
Joans ne.c." 

Treatment of prfrate non-profit inslilUlions serving lrouseltolds 
in certain circumstances 

8.103, As in the case of the accounts in respect of the 
supply and disposition of goods and services, during the 
early stage of introducing the new system, some countries 
will find it necessary to include private non-profit institutions 
serving households in the same institutional sector as house~ 
holds Where this is the case, not only will the Accounts III D 
be omitted but it may be necessary to consolidate the trans
actions of the private non~profit bodies and households in 
the case of certain important items, for example, current 
and capital transfers between the two groups of transactors. 
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SUPPORTING TABLES IN CURRENT PRICES TO Il. PRODUCTION, CONSUMPTION EXPENDITURE 

AND CAPITAL FORMATION ACCOUNTS 

Table 1. Gross domestic product and faclor incomes, by kind of economic activity 

Kind of economic activity Gross Inter- Gross Indirect Consump- Domes- Compen-
output mediate domestic taxes tion of tic fo..e- BS.tion 
(Pro- con- roduct less fixed tor in- of em-

M:lre. detailed ducers' sump- Pro- iiube'1- capital comes ployeea 
Condensed list list values) tion ducers• dies 

(ISIC major values) 
(ISIC divisioD.B and major groups) 

division) 1.2.1 1-3,4 1.3,1 

'Flow 1,1.0 1.2.2 1.3.0 -1.;.5 1.3.:; +1.3.2 1.;.1 
1.2.:; 

(J.a) (lb) (2) (:;) (4) (5) (6) (7) (8) .. Induatrles 

l. ~culture, hunting, 
orestry and fishing 

11. Agric.uJ.ture e.nd hunting ill; 112; m 
12. Forestry and logging 121; 122 
13. Fishing i;o 
2. ~ning and quarrying 210; 

29J 
220; 230; ,. Manufacturing 

;1. Food, beverages and 
tobacco 

3ll-312; 3l;S; 
;14 

;2. Textiles, we~ring apparel 321; 322; 323; 
and leather industries :;24 

3;. Wood and -wood products, :;'ll; 3;2 
including furniture 

34, Paper and pa.per productB, 
printing and publishing 

;41; ;42 

:;5. Chemicals and chemical, :;51; :;52; :;5:;; 
petroleum, coal, rubber ;54; :;55; 356 
and plastic products 

:;6. Non-metallic mineral :;61; :;62; :;69 
products except petroleum 
and coal 

37. Basic metal induatxies 371; :;12 
;s. Fabricated metal products, ;81; 382i :;s;; 

mochinery and equipment ;84; :;85 
39- Other manufacturing 

industries 
390 

4. Electricity, gas and water 410; 1.20 
5. Construction 500 
6. Wholesale and retail trade 

and restaurants and 
hotels 

61- Wholesale e.nd retail trade 
62. 

610; 620 

6:;. Restaurants and hotels 6:;1; 6:;2 
7, Transport, storage and 

communication 
]l, Transport and storage 7ll; 712; 11:;; 

719 
72. Conmunication 
6. Finance,insurance, real 

720 

estate and business 
aervicea 

81. Financial inatitutions 810 
82. Innurance 820 
83. Real. estate and business 831; 832i 833 

aervices 
9. Communify, social and 

personal. services 
92. Sanitary and similar 920 

services 

§t Social, recreational e.nd 
rele,ted cottm1unity services 

931 •nd 932; 933 ; 
934; 935 and 9'1 i 
941; 942 ond 949 

95. Personal and household 
services 

951.-952; 953-959 

Sub-total J} 

Operat-
ing sur-
plus 

1.;.2 

(9) 

1:/ In the case of intermediate consumption, the gross domestic product, domestic factor incomes and operating surplus, 
the sub-total includes in addition to the sum of the entries above, an amount equal to the intermediate consumption 
imputed to the oominal unit which pays out the imputed service charge of banks and ailllilar financial intermediaries. 
This amount ts positive in the caae of intermediate conswnption and negative in the case of the gross domestic 
product, domestic factor incomes and operating au1"plua. 
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Table 1 (continued). Gross domestic product and factor incomes, by kind of economic activity 

Kind of economic activity Gross Inter- Gross Indirect Consump- Domes- Compen- Operat-
output mediate domestic taxes tion of tic foe- sation ing SUI'-
(Pro- con- product l~ss fixed tor in- of em- plus 

1'Pre detailed ducers' swnp- (Pro- subsi- capital comes ployees 
values) tion ducers' dies 

Condensed list list 
values) (ISIC major {!SIC divisions and major 

gNups) division) 

F 
1.2.1 1.3.4 1.3.1 

1.1,0 l.2.2 1.3.0 -1.3,5 1.3.3 +1°3-2 1.3.1 1.3.2 
1.2.3 

(la) (lb) 
I 

(2) (3) (4) (5) (6) (7) (8) (9) 

b. Producers of Government Ser,rices 

1. Agriculture, hunting, 
forestry and fishing 

u. Agricuilture and hunting 11 
12, Forestry and logging 121 only 
13. Fishing 130 
4. Electricity, gas and Perhaps 420. 

water water works 
and supply 

7, Transport, storage and 71• Transport 
communication only 

8. Finance, insurance, Perhaps 81. 
real estate and business Financial 
services institutions 

9. Community, social and 
personal services 

91. Public administr·ation end 9ll; 9J2; 913; 
defence 914; 915; 

916 
92. Sanitary and similar 920 

services 
9,- Social, recreation.al and 931; 932; 933; 9 related community services 934; 935 and 

939; 941; 942 
and 949 

Sub-totnl 

' 
c. Producers of Private Non-profit Services to Households 

§~- Social, recreational and 931; 932; 933; 
r·elated community 934; 935 and 
services: producers of 939; ~41; 942 
privnte non-profit and 9 9 
services to households 

95. Domestic services of 953 
households 

d. Tota lo 

Total 

Import Duties xxxx = xxxx = = 
'lbtal 
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Table 2. Supply and disposition of commodities 

Characteristic products of specified kind Commodity 

of activity of industries 1/ taxes, 
net 

Source of supply or disposition (Basic values) 

Flow ul12l13l21ol. ~ti . 2 . 1.3.6 

' 
ll. Agriculture and hunting 

'£ 12. Forestry and logging 
0 13. Fishing 0 
0 210 • Coal mining • . ,, 
1~ , ... ..,.,, )ll-312-Food manufacturing 1.1.1 g 0 "'. (1'bre detailed list of Table 1 for ... ISIC major divisions 2 through 5) e o 61-62. Wholesale and retail trade . .., 

• " 0 (Condensed list of Table l for major • • :;! ... divisions 6 through 9 except :;: • • 0 major groups 951-952 and excluding .., "".,, 0 " division 91. 
~ 1; ll' 
0 i ... 951 Repair- services n.e.c, and 
0 and 952. laundr·ies ... H 
0 

!:/ Producers of goverrunent services 1.1.2 
" g Producers of private nonnprofit 1.1.3 

services to households 

Import duties L3.4.1 .., 
• 1: Competitive 

1,1.11 

! C,i.f. value 
Complementary 

Interinediate consumption, 1.2.1 
industries g/ 

Intermediate conswnption, producers 1.2.2" 

• of government services 
• ... 

Intermediate consumption, producers :;: .., of private non-prof'it 1.2.3 

i services to households 
0 
0 Final consumption in the domestic 2.2.4* 
"' 0 market, hous_eholds 

!:/ Increase in stocks 4.2.5 
"' !l' • Gross fixed capital formation, 
"' 4.2.61 
0 industries 
0 
0 Gross fixed capital formation, 4.2.6ii ... .,, producers of government services .... 
• B. Gross fixed ca.pi tal formation, • ... producers of private non-profit 4.2.6ii1 
A services to households 

Exports 1.2.ll 

1/ Kind of activity as in the rows for the supply of' comm:idities from industries, 
g/ Includes the intermediate consumption of the nominal unit to which the imputed service charge of banks and 

aimilar financial i.nstitutions is assigned. 
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Table 3. Gross output and Input of industries 

Kind of activity of 
Gross output and input industries l/ 

Flow 11 I 12 I 13 I 210 1. . 
Gross output Gross output (Basic va.lues) 1.1.1 

of 
industries Commodity taxes, net 1.3.6 

11. Agricuiture and hunting 

"" 
12. Forestry and logging 

C: 13 • Fishing .,., 
..: 210. Coal mining 

"" Q) 
•rt . 

~ ,... " ·rt Q) 
0 •rt . 

C: Q) ,.. 

0 P<+' 
•rt " " -+' ::, " 311-312. Food manufacturing 
1l' ,... "" Q) 

0 C: ::, (More detailed list of Table 1 ::l •rt,-; 
UI " .;1,... ~ for ISIC major divisions 2 Q) C: 
•rl 0 O 0 through 5) ,.. 0 ,g ~ -~ +' 61-62. Wholesale and retail trade 1.2.1 
"' Q) 0 +' UI 

~ 
+' ,.. •rl ,Ill 
" P, > . •rl ·rl~ 

•rl "" 0 +' . 
~ 

•rl 0 
'H +' ., . 
0 "' Q) •rl 'H . 
"\; +' ,.. 0 

C: Q) ( Condensed list of Table 1 for 
fr H +' 

0 major divisions 6 through 9 ·rl ., ,.. except 951-952 and excluding 
"' 1l UI division 91) ' 
~ 

0 

951 and Repair services n.e.c. and 
952 laundries 

Commodity taxes, net 1.3.6 

Compensation of employees 1..3-1 

Operating surplus 1.3.2 

Consumption of fixed capital 1.3.3 

Indirect ta,ces, net 1.3.4-
1.3.5 

ll Kind of activity as in the rows for the intermediate-consumption of characteristic 
products of specified kind of activity of industries. 

gj Includes the intermediate consumption of the nominal industry to which the imputed 
service charge of banks and financial institutions is assigned . 

. 
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Table 4. Government final consumption expenditure according to cost-composition and purpose 

Cost-composition 

Final 
Intermediate Other outlays consurnp-
consumption tion 

Campen- Consump- less non-com- expendi-
sation tion of Commodities nx:>dity sales ture More and comrnodi-

Condensed list of em- fixed Total ,,,Y, Ser-detailed 
ployees capital Good vices ties produced 

list 

I Flow 1.3.1 1.3.3 1.2.2. 
1.3.q-

2.2.20 (1.1.4+1.1.2) 

(la) (lb) (2) (3) (4) (5) I (6) (7) (8) 

1. General public 1,1; 1.2; 1.3; 1.,11 
services 

2. Defence 2 

3. Education 3.12.j 3-~ 3.-;J 
4. Health 4.12.j 4-~ 4.-;I 

5. Social security and 5.12.j 5.ii/ 
welfare services 

6. Housing and community 6.1; 6.2; 6.3 
amenities 

7. Other· community and 7 .1; 7.2 
social ser·vices 

8. Economic services 8.1.i{ 8.2; 8.3; 8.4; 
8.5; 8.6; 8.7; 8.8 

9. Other purposes1:±./ 9.1; 9.2; 9.3; 9.4 

Total 

!J Separate 
defence. 
projects 

data should be given in respect of outlays on durable and non-dur·able goods acquired for purposes of 
It will be valuable to classify the expenditure on these durable goods into outlays on construction 

and other items. 

Outlays on research and scientific endeavors may be included in categories of the purpose classification in 
addition to 1 .. 4. Data in respect of the total outlays for purposes of research and scientific endeavors should 
be giveri. as a memox:·andum item. 

2/ At least these categories of the more detailed list should be shown separately where feasible, 

'JJ Includes expenditure in connexion ~1th public debt, disasters and otl)er calamities, consumption of fixed capital, 
etc. which cannot be allocated to any of the purpose categories listed above. 
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Table S. Final consumption expenditure of printe noa~profit bodJes senlng households according to cost-composftJon and purpose 

Cost--composition 

Campen- Consump- Inter- other outlays 
Final 

sation tion o:f mediate less non-com- consump-

o:f em- :fixed consump- m.odity sales tion 
Purpose o:f outlays ployees capital tion and commodi- expendi-

ties produced ture 

-· 
Flow 1.;.1 1.;.3 1.2.3 1.; .4- 2.2.31 

(1.1.6+1.1.3) 

(1) (2) (3) (4) (5) (6) 

1. Research and scientific 
institutes 

2, Education 

3. M2dical and other 
,,ealth services 

4. Welfare services 

5. Recreation and related 
cultural services 

6. Religious organizations 

7. other 
and 
8. 

--
Total 
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Table 6. Composition of ftnal consumption expenditure of households 

a, By Type of Expenditure 

Item Flow 

l 2,2.4* Commodities purchased 
2 Durable goods 
3 Semi-durable goods 
4 Non-durable goods 
5 Services 
6 2.2.4* Other goods and services purchased 

7 2.2.4 Final consUl!lption in the domestic 
market 

8 2.1.12.1 Direct purchases abroad by 
resident households 

9 -2.2.12.1 Less Purchases in the domestic 
market by non-resident 
households 

10 2.2.32 Final consumption expenditure 
( Item 7 +8+9) 

b. Final Consumption Expenditure in the Domestic Market by Object 

Object 

Condensed list 1-k>re detailed list 

-
1. Food, beverages and tobacco 1,1; 1.2; 1.3; 1.4 
2. Clothing and footwear 2,1; 2.2 
3. Gross rent, fuel and power 3.1; 3.2 
4. Furniture, furnishings and 4.1: 4.2: 4.3; 

household equipment and 4.4; 4.5; 4.6 
op~ration 

5.4; 5. Medical care and health 5.1; 5.2; 5.3; 
expenses 5.5 

6. Transport and communication 6.1; 6.2; 6.3 
7. Recreation, entertainment, 7.1;1.2; 7.3; 7.4 

education and cultural 
services 

8. Other goods and services 8.1; 8.2; 8.::;; 8.4; 
8.5; 8.6 

Final consumption expenditure 
in the domestic market 
(Flow 2.2.4) 
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Table 7. Composition of gross capital formntJon 

a. By Type of Capital Goods 

1. Residential building 

2, Non-residential building 

3. Other construction except land 
improvement 

4. Land improvement and plantation and 
orchard development 

4.1 I.and improvement 

4.2 Plantation, orchard and vineyard 
development 

5. Transport equipment 

6. Machinery and equipment 

6.1 Agricultural machinery and 
equipment 

6.2 Other 

7. Breeding stock, draught animals, 
dai,ry cattle and the like 

Gross fixed capital formation (Flow 4 ,2 .6) 

1. r,oods producing industries 
1,1 Materials and supplies 

1.2 Work-in-progress 

1.3 Livestock except breeding stock, 
dairy cattle and the like 

1.4 Finished goods 

2. Wholesale and retail trade 

3. Other industries 

4. Government services 

l -~I~~~~e:~se in stocks (Flow 4.2.5) 

Gross capital formation (Flows 4.2.6+ 
4.2.5) 
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Table 7 (cofflinued). ComposlUoo of gross capital formation 

b. By Kind of Economic Activity 

Kind of economic activity Gross Grosu Increase 

capita.l fixed in l/ 
More detailed ff"ormation capital stocks-

Condensed list list formation 
(ISIC divisions and majnr (ISIC major 

divisions) groups and IFl 4.2.6+ 4.2.6 4.2.5 divisions) ow 4.2,'i 

(la) (lb) /2) /3) (4) 

a. Industries 

1. Agricu.li;ure, hunting, forestry 
and fishing 

11, Agriculture and hunting 11 

12. Forestry and logging 12 

13. Fishing 
2. Mining and quarrying 

130 
210; 220; 230; 
290 

3. Manufacturing 
31. Food, beverages and tobacco 311-312; 313; 314 
32. Textiles, wearing apparel 321; 322; 32.3; 

and leather industries 324 
33. Wood and wood products, 331; 332 

including furniture 
34. Paper and paper products, 341; 342 

printing and publishing 
35. Chemicals and chemical, netro- 351; 552; 35g; 

leum, coal, rubber and plastic 354; 355; 35 
products 

36. Non-metallic mineral products 361; 362; .369 
except petroleum and coal 

.37 - Basic metal industries 371; 372 
38. Fabricated metal products, 381; 382; 383; 

machinery and equipment 384; .385 
39. Other manufacturing industries 390 
4. Electricity, gas and water 

41. Electricity, gas and steam 410 
42. Water works and supply 420 
5. Construction 500 
6. Wholesale and rlotail trade 61-62; 63 

and restaurants and hotels 
7. Transport, storage and 

communication 
71. Transport and storage 711; 712; 713; 

719 
12. Communication 720 
8. Finance, insurance, real estate 

and business services 
81. Financial institutions 810 
82. Insurance 820 
83. Real estate and business 831; 852; 855 

services 
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Table 7 (co,.,i,.ueJ). Composition of aross capita.I formation 

b, By Kind of Economic Activity 

Kind of economic activity Gross Gross Increase 
fixed in y 

M:>re detailed capital capital formation stocks 

Condensed list list formation 
(ISIC major I (ISIC di visions and major 
groups and Fl 4,2.6+ 4.2.6 4.2.5 divisions di visions) ow 4,2,5 

(la) (lb) (2) (3) (4) 
. 

9. Community, social and personal 92; 93; 94; 95 
services 

Sub-total 

b, Producers of Government Services 

1. .A&riculture, hunting, forestry 
and fishing 

11. Agriculture and hunting ll 
12, Forestry and logging 121 only 
13, Fishing 130 
4. Electricity-, gas and water Perhaps 420 • 

Water works 
and supply 

7, Transport, storage and 71. Transport 
communication only 

8. Finance, insurance, real Perhaps 81, 
estate and business services Financial 

institutions 
9. Community, social and personal 

services 
91, Public administration and defence 910 
92. Sanitary and similar servi.ces 920 

~~- Social, recreational and related 931 and 932; 933; 
community services 934; 935 and 939; 

94 
Sub-total 

C, Producers of Private Non-Profit Services to l!ousehe>lds 

93- Social, recreational and related 931 and 932; 933; 
94 community services 934; 935 and 939; 

g4 

Total 

1/ Increases in stocks are not applicable in the case of producers of private non-profit 
services to households or in the case of producers of government services except 
public administration and defence. 
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NOTES TO TABLES 1 THROUGH 7 

C/assificatio11 schemes 

8. 104, The schemes of classification used in supporting 
tab1es 1 through 7 are defined in tables set out in chapters V 
and Vl The classification according to kind of economic 
ai:tivity used in tables J through 3 and 7 is shown in table 
5.2, The purpose classifications of tables 4 and 5 are exhi~ 
bited in tables 5 .3 and SA The classification of household 
goods and services in table 6 is delineated in table 6 .J and 
the classifications of increases in stocks and gross fixed 
capital formation according to type in table 7 are given in 
tables 6.2 and 6.3, respectively 

Supplementary data 011 own~acco1111t production 
of commodilh•s 

8. 105 In view of the significance of subsislence 2.nd other 
own~acr.:ount production of commodities in the case or certain 
countries, it will be useful to have data on the output and 
disposition of commodities which are produced for own use 
in the form of memoranda to selected tables. Listed below 
are the series of such data which are of considerable interest 

(a) Tal::le 1. Value of gross output, and the coupled value 
added, produced on own account in the case of all industries 
and in the case of ag~iculture and hunting, forestry and 
logging, fishing and construction; 

(b) Table 6 Value of· commodities produced on own 
account included in the final consumption expenditure of 
households in re!:>pect of all goods and services and food, 
beverages and tobacco and gross rent, fuel and light; 

(c) Table 7. Value of fixed assets produced on own ac~ 
count in re;;pect of total gross fixed capital formation, residen
tial buildii'lgs. non~residential buildings and other construction, 
land improvement and plantation development, and breeding 
stock, draught 1:mimals and dairy cattle; and in the case 
of industries, producers of government services and producers 
of private non~profit services to hoi;seholds 

Tables I and 3 

8J06.. It may be useful to exhibit the bank service charge 
which is imputed as the intermediate consumption of the 
nominal industry as a distinct item in these tables. In that 
case the coupled negative value added and operating surplus 
of the nominal industry should also appear in the tables as 
distinct entries 

1 ables 2 and 3 

8.1070 It has already been said in paragraphs 8 93 and 
8.94 above that some countries may not find it feasible to 
compile annual data on the dispositions of commodities 
valued at producers' values, They will find the valuation at 
basic values called for in table 2, on the supply and disposi~ 
tion of commodities, even less practicable in compiling these 
series of data annually. In addition to the mode of valuation, 
serious difficullies may be encountered in the annual compila
tion of table 2 because of (i) the cross-classification of the 
gross output of commodities according to category of com~ 
modities and the kind of activity of the industries producing 
the commodities and (ii) the distinction between complementary 
and competitive imports. This distinction should be based on 
a detailed comparison of imports and domestic production. 
The use in table 3 of basic values and a cross-classification 
of intermediate inputs according to category of commodities 
and kind of activity of the consuming industries will probably 
make it impracticablt: for some countries to compile this table 
annually. 

8. 108. In view of the values of compiling annual data on 
the supply and dispositiory of commodities, a much simplified 
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table for this purpose. table 2u below, is recommended 
for use when_ the annual compilation of table 2 is impracti
cable, Purchasers' values only are used in table 2a in valuing 
the dispositions of commodities and abbreviated classifications 
are employed in the case of categories of commodities and 
dispositions. It may in some cases be necessary to combine the 
columns "Intermediate consuinption" and "Increases in stock" 
into a single column ··other dispositions". As was emphasized 
a number · of times earlier in this report the treatment of 
trade and trarisport margins in table 2a is inconsistent with 
the structure of the system. 

8 .. 109. Repair services n.e c and laundries and dry cleaning 
establishments are singled out from the combined category 
for the other personal, social or community services, in 
tables 2 and 3 This is recommended because unlike the other 
services, repair services and laundries contribute to the mate
rial product in the System of Balances of the National 
Economy (MPS). Tables 2 and 3 call for the data which 
are required in order to link the production and final~use 
accounts of the system and the MPS 

Suppleme11tatio11 of tablc'.i 4 1/,rougl, 6 

8. 110 For such purposes as studies of the role. activities 
and costs of various organs of government, it will be valuable 
to prepare table 4 in respect of the central government and 
state and local governments annually, er at least somewhat 
less frequently 

8.111. In order to furnish the basis for compiling complete 
figures of the food, beverages and tobatco, clothing, medicines 
and pharmaceuticals, and shelter consumed by the population, 
it will be desirable to present data in the form of memoranda 
to the tabks which supplement the series listed in tables 4 
through 6. Outlays on these goods will be included in the 
data in respect of some categ0rics of expenditure which do 
not relate explicitly to food, beverages and tobacco, clothing. 
etc SupP.lementary data should be furnished in respect of 
the outlays on food, beverages and tobacco, clothing, and 
medicines and pharmaceuticals which are included in the 
expenditure on medical, health and welfare services (i.e,, in 
hospitals, nursing homes and oiher health and welfare insti
tutions) in the case of each of the tables Also of interc!lt in 
the case of food, beverages and tobacco, are the outlays for 
these purposes included in expenditures in restaurants, cafCs 
and hotels, the eating and drinking facilities of social clubs, 
and the boarding facilities of educational institutions, It would 
be desirable to furnish supplementary figures as well of the 
outlays on dormitory lodging included in outlays on education, 

8. 112 Data are called for on commodities classified 
according to, degree of durability in the case of table 6 only, 
Supple:-.1entary memoranda to tables 4 and 5 on this topic 
will be of value for purposes of ascertaining the value of 
durable goods included in consumption expenditure. In tl)e 
case of intermediate consumption of government services, it 
will be desirable to furnish supplementary figures of the 
outlays on the acquisition, renovation and capital repair of 
durable goods which are included in expenditure on defence. 
sub-divided into construction works and other durable goods
In the case of private non-profit bodies serving households. the 
supplementary data should relate to the semi.durable and 
durable goods acquired for donation to households since all 
other durable goods are covered in fixed capital formation 

8 113 It will also be desirable. if possible, to furnish 
supplementary figures to table 4 concerning government final 
consumption expenditure and its cost-composition in respect 
of scientific investigations and research. ln addition to the 
expenditures included in category 1 .4 "·General research", 
outlays on particular types of research are likely to be included 
under a number of other headings, for example, education, 
health, housing, and the economic services 
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Combination of tables 5 and 6 

8 .. 114. As was indicated in paragraph 8.96, some countries 
may find it necessary to consolidate the transactions of house
holds and private non-profit bodies serving them., Then, any 
entries in respect of sales by private non-profit bodies to 
households would be eliminated; their intermediate consump· 
tion (column 4 of table 4) would be included with the entries 
in respect of commodities purchased by households (items 
1 through 5 of table 6) i and the re~t of the cost-siructure 
of the non-profit services would be summarized in item 6 
of table 6, The figures of the c1assification of the final con
sumption expenditure of the private non-profit bodies ac
cording to purpose would be consolidated with the corre
sponding data in respect of households in the lower panel 
of table 6, This is feasible as the categories of the two 
classifications are in one-to-one correspondence" In consoli .. ia · 

ting these series, it may not be possible to follow the recom
mendation that the outlays of a private non-profit body on 
items such as food, clothing, etc, should be classified according 
to the main purpose served by it instead of to food, clothing, 
etc, 

Supplementary classifications in table 7 

8, 115. For purposes of certain analytical requirements in 
respect of data on gross fixed capital formation classified 
according to the kind of economic activity of the owner of 
the fixed assets, it may be desirable to sub-divide column 3 
of part b of table 7 into four columns: Construction projects 
(Categories 1 through 4J of the classification of fixed assets 
by type), Transport equipment {Category 5), Machinery 
and other equipment {Category 6), and Plantation develop~ 
ment and breeding stock, etc, (Categories 42 and 7), 
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l. 
2. 
3. 
4. 
5. 

6. 
7, 

8. 

Item 

9. 

10. 

11. 
12. 

l~-l • 

15. 

TABLES IN CONSTANT PRICES FOR JI. PRODUCTION, CONSUMPTION EXPENDITURE 

AND CAPITAL FORMATION ACCOUNTS 

Table 8. ConstantMprice value and price indexes of the gross domestic product, by type of expenditure 

a. Value in Constant Prices 

Flow 

2.2.20 Government final consumption expenditure 
2.2.30 Private final consumption expenditure 
4.2.5 Increase in stocks 
4.2.6 Gross fixed capital formation 

Final consumption and gross capital 
formation 

1.2.10 Exports of goods and services 
1.1.10 Less imports of· goods and services 

1..3.0 Gross domestic product at purchasers' 
values 

b. Correlative Price Index Numbers 

Flow 

2.2.20 Government final consumption 
expenditure 

2.2._30 Private final consumption 
expenditure 

4.2.6 Gross fixed capi.tal formation 
Final consumption and gross capital 
formation 

1.2.10 Exports of goods and services 
1.1.10 Imports of goods and services 

l.;i.O Gross domestic 
values 

product at purchasers' 
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Table 9. Gross domestic product at constant prices, by kind Of economic activity 

. 

Kind of economic activity Gross domestic Gross domestic 
product product ~ 

l>bre detailed list (Producers' (Basic value 
Condensed list values) 

(ISIC division end major division) 
(ISIC mnjor group or division) 

I Flow 1.3.0 1.s.0-1.,.6 
Ila\ l1bl (2) t,\ 

•• Induslries 

~ 

L Agriculture 1 hunting, forestry and 
fishi.ng 

11. Agriculture and hunting 11 
12. Forestry and logging 12 
13. Fishing 130 
2- Mining end quarrying 210; 220; 230; 290 
3. Manufacturing 

31- Food, beverages and tobacco 311-312; 313; 314 
32. Textiles,wearing apparel end leather 321; 322; 323; 324 

industries 
33. Wood·and wood products including 331; 332 

furniture 
31,. Paper end paper products, printing 

and publishing 
341; 342 

35. Chemicals and chcrni.cel, petroleum, 351; 352; 353; 354; 355; 356 
coal, rubber and plastic 

36, 
products 

Non-metallic mineral products, 361; 362; 369 
except petroleum and coal 

37, Basic metal industries 371; 372 
38. Fabricated ffietel products, machinery 381; 382; 383; 384; 385 

and equipment 
39. Other- manuf'acturing industries 390 
4. Electricity, gas and water 4J.O; 420 
5- Construction 500 
6. Wholesale and retail trade and 

restaurants and hotels 
61- Wholesale and retail trade 61-62 
62-
63. Restaurants and hotels 631; 632 
7, Transport, storage and communication 

1L Transport end storage 71 
12. Communication 720 
8, Finance, insurance, real estate 

end business services 81 and 82; 83 
9. Community, social end personal 92; 93; 94; 951 and 952; 

services 953 and 959 
Sub-totnl g/ 

b. Producers of Government Services 

l. Agriculture nri.d hunting, 
and fishing 

forestry 110; 121; 130 

4. Electricity, gas and water Perhaps 420. Water works 
end supply 

7. Transport, storage and communication 71, Transport only 
8-9.Services 

91. Public edmin1stration and defence 910 
92. Sanitary ehd similar services 920 9,- Social, recreational and related 93-94 nnd perhapa 81. 9 

8 
community services Financial institutions and • 

Sub-tctal 
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Table 9 (continued). Gross domestic product at constant prices, by kind of economic activity 

Kind of economic activity 
Gross domestic Gross domestic 

Condensed list More detailed list product product l/ 

division) (ISIC major group (Producers' (Basic values- ) 
(ISIC division and major values) 

or division) 
I Flow 1.3.0 1.3.0-1.3.6 

(la) (lb) (2) (3) 

c. Producers of Private Non-Profit Services to Households 

93- Social, recreational and 93-94 
94. related community 

services: producers of 
private non-profit services 
to households 

95. Domestic services of 95.3 
households 

d. Totals 

Total 

Import duties 

Total 

1/ Approximate or true basic values or approximate or true factor values, depending on 
the relative urgency of requirements and feasibilities. 

g/ In addition to the sum of the entries above, the sub-total includes the negative of 
the intermediate consumption charged to the nominal industry in respect of imputed 
service charge of banks and similar financial intermediaries. 
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Table to. Emp1oyment by kind of economic activity 

Average number of 
Kind of economic activity persons employed Man-hours during year worked by 

All employees 
Condensed list More detailed list Employees persons 

(la) (lb) (2) (3) (4) 

a. Industries 

The categories of the condensed and detailed 
list are the same as the categories shown 
in Table 9 

Sub-total 

b. Producers of Government Services 

The categories of the condensed and detailed 
list are the same as the categories shown 
in Table 9 

Sub-total 

c. Producers of Private Non-profit Services to Households 

The categories of the condensed and detailed 
list are the same as the categories shown 
in Table 9 

d. Total 
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Table 11. Supply and disposition of commodilies at constant prices 

Characteristic products of specified kind Commodity 
of activity of industries lf 

Source of supply or disposition (Basic values) 

Flo'W u I 12 I 1; I 210 I· 161-1 . 62 . 

' 11, Agriculture and hunting 'l! 
0 12, Forestry and logging 
0 1;. Fishing 0 • 210. Coal mining 

>, 
'O ., 
• .. 
g > ... 
" 

., 
311-312-Food manufacturing 1.Ll 

~ 
0 • (More detailed list of Table 9 for' ... • 0 ISIC major divisions 2 through 5) 

k 61-62. Whole~ale and retail trade • ]l "' (Condensed list of Table 9 for major • 
, 11 • • divisions 6 through 9 except .. • 0 ::; .. ., major groups 951-952 and excluding 
k 

"' ., .. division 91. 
i • C 951 Repai:r services n.e.c. and 0 ... 
0 ~ and 952. laundries 
0 ... 
0 

;:i Producers of government services 1,L2 
p. 
p. 

Producers of private ·non-profit 0 

"' services to households Ll.} 

" 
Import duties 1.;.4.1 

• ., Competitive k 

! C.i,f. value 1,Lll 
Complementary 

Intermediate consumption, 
industr·ies g/ 1.2.1 

Intermediate consumption, producers 1.2.2* 
• of government se1-vices 
0 .. 
::; Intermediste consumption, producers 

"' of private non-profit services 1.2.; 
1l to households 
0 
0 Final consumption in the domestic 2,2.4* 
" market, households 0 

;:i Increase in stocks 4.2.5 p. 
p. 
0 • Gross fixed capital formation, 4.2.61 ... industries 0 

" 0 Gross fixed capital formation, 4.2.6ii ... ., producers of government services .. • 8. Gross fixed capital formation, • .. producers of pri.vate non~profit 4.2.6iii A 
services to households 

Exports 1.2.11 

1/ Kind of activity as in the rows for the supply of comm::,dities from i.ndustries. 

g/ Includes the intermediate consumption of the nominal unit to 'Which the imputed service charge of banks and 
similar financial institutions is assigned. 
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Table 12, Gross output and input of industries at constant prices 

Kind of activity of 
Gross output and input industries 1/ 

Flow 11 112 I 13I2101 · . 
Gross output Gross output (Basic values) 1.1.1 

of 
industries Commodity taxes, net 1.3.6 

" OJ 
·rl 
I< 
+' 
" ,g 
c 
•rl ... 
0 

t 
§' 
•rl 

"' "' 
~ 

y 

g/ 

11. Agriculture and hunting 
<cl 12. Forestry and logging 
~ 1;. Fishing 
<cl 210. Coa.l mining 
(lJ .... 
'k "' •rl (lJ . 
0 ·rl 

~ 
OJ I< 311-312. Food manufacturing p,;., 
" "~ (More detailed list of Table 0 " " 9 •rl 'k -g OJ for rstc major di visions 2 +' 0 " 

i "•rl ';;! through 5) +' ... ? 
" § 0 C) 61-62. Wholesale and retail trade 1.2.1 c 
0 ,tj >, •rl 
0 £ +' " . 

•rl ,IS 
OJ p,? . 
+' •rl~ ., o;., . 
•rl •rl 0 
<cl +' ., . 
OJ " (Condensed list of Table 9 for l'l •M lk 

I< 0 
OJ (lJ major divisions 6 through 9 
1': +' 

0 except 951-952 and excluding H ~ division 91) 
~ 951 and Repair services n.e.c. and 

952. laundries 

Commodity truces, net 1.3.6 

Domestic factor incomes 1.3.1+ 
1.;.2 

Consumption of fixed capital 1.3.3 

Indirect truces, net 
1.3 .4-
1.3.5 

Kind of activity as in the rows for the intermediat~ consumption of cl:iaracteristic 
products of specified kind of activity of industries. 
Includes the intermediate consumption of the nominal industry to which the imputed 
service charge of ba.nks and financial illStitutions is assigned, 
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Table 13. Government final consumption expelidlture at constant prices, by purpose 

Final 
Purpose of outlays consumption 

expenditure 
Intermediate consumption 

I Flow 2.2.20 1.2.2 

(ll <21 f'I l 

1. General public services 
2. Defence 
3-7- Social, recreational and related 

community services 
of which: 
3. Education 
4. Health 
5. Social security and welfare 

services 
8. Economic services 

Total jj 

l/ In addition to the categories listed, the total includes the outlays in respect of 
category 9, "Other purposes", which cannot be allocated to any of the purpose 
categories listed above. 

Table 14. Final consumption expenditure at constant prices of private non-profit bodies serving households., by purpose 

Final 
Purpose of outlays consumption Intermediate consumption 

expenditure 
. 

I Flow 2.2.31 1.2.3 

(1) (2) (3) 

1. Research and scientific institutes 
2. lliucation 
3. Medical and other health services 
4. Welfare services 
5-8. Other purposes 

Total 
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Table 15. Composition of final consumption expendlture of bousehOlds at constant prices 

a. By Type of Expenditure 

Item Flow 

1. 2.2.4* Commodities purchased 
2. Durable goods 
3. Semi-durable goods 
4. Non-durable goods 
5, Services 
6. 2.2.4* Other goods and services purchased 

7. 2.2.4 Final consumption in the domestic 
market 

8. 2.1.12.1 Direct purchases abroad by resident 
households 

9. -2.2.12.1 I;ass Purchases in the domestic 
market by non-resident households 

10. 2.2.32 Final consumption expenditure 
(Items 7+8+9) 

b. Final ConsUJnption in the Domestic Market by Object 

Object 

Condensed list More detailed list 

(la) (lb~ 

1. Food, beverages and tobacco 1.1; 1,2; 1.3; 1.4 
2. Clothing and footwear 2.1; 2.2 
3. Gross rent, fuel and power 3.1; 3.2 
4. Furniture, furnishings and 4.1; 4.2; 4.3; 4.4; 

household equipment and 4.5 and 4.6 
operation 

5. Medical care and health 5.1; 5.2; 5.3; 5.4 
expenses and 5.5 

6. Transport and communication 6.1; 6.2; 6.3; 6.4 
7. Recreation, entertainment, 7.1; 7.2; 7.3; 7.4 

education and cultural 
services 

8. Other goods and services 8.1; 8.2; 8.3; 8.4; 
8.5 and 8.6 

Final consumption in the domestic 
market (Flow 2.2.4) 
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Table 16. CompositJon of gross do~estic capital formation nt cons1unt prices 

a. By Type of Capital Go(!dS 

1. Residential building 
2+3. Non-residential building and other 

construction except land improvement 
5. Transport equipment 
6. Machinery and equipment 
4+7. Land improvement and plantation and 

orchard development and breeding stock, 
draught animals, etc. 

Gross fixed capital formation (Flow 4.2.6) 

1. Goods producing industries 
1.1 Materials and supplies 
1.2 Work-in-progress 

' 1.3 Livestock except breeding stock, 
dairy cattle and the like 

1.4 Finished goods 
2. Wholesale and retail trade 
3. Other industries 
4. Government services 

Increase in stocks (Flow 4.2.5) 

Gross capital formation (Flows 4.2.6+4.2.5) 

b. By Kind of Economic Activity 

Kind of economic activity 

Condensed list More detailed list Gross fixed ca pita 1 formation 

ISIC divisions and major divisions) (ISIC major groups 
and divisions)IFlow 4.2.b 

(la) (lb) (2) 

a. Industries 

1. Agriculture, hunting, 
forestry and fishing 

11; 12; 13 

2. Mining and quarrying 210; 220; 230; 290 
3. Manufacturing 

31. Food, beverages and tobacco 311-512; 313; 314 
32. Textil~s, wearing apparel 321; 322; 323; 324 

and leather industries 
33. Wood and wood products, 331; .3,32 

including furniture 
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l'nbie 16 ( continued). Composition of gross domes11c cspltnl formation at constant prices 

b (Cont'd). By Kind of Economic Activity 

Kind of economic activity 

Condensed list 

(ISIC divisions and major divisions) 

34. 

35. 

36. 

:,7. 
38. 

39. 
4. 

41. 
42. 
5. 
6. 

7. 

71. 
72. 
8. 

9. 

(la) 
',' .l, 

Paper ahd paper products, 
prirtting and publishing 

Chemicals and chemical, 
~etrOieum, coal, rubber and 

,. I • 
plastic products 

Noh-fuetallic mineral products, 
except petroleum and coal 

ilasic metal industries 
Fabricated metal products, 
machinery and equipment 

Other manufacturing industries 
Electricity, gas and water 
Elec~ricity, gas and steam 
Water works and supply 
Construction 
Whb).esale and retail trade 

arnl restaurants and hotels 
Transport, storage and 

comini.inicati::,n 
Transport and storage 
Cornmtirtica.tion 
Fillartce, insurance, real 
estate and btisiness services 

Cominurii.ty-, social and pGrsona.l 
services 

Sub-total 

More detailed list 
(ISIC major groups 
and divisions I 

Flow 

(lb) 

341; 342 

351; 352; 353; 354; 
355; .556 

361; 362; 369 

371; 372 
:;81; :;82; 383; 584; 
385 
390 

lfl0 
420 
500 
61-62; 63 

711; 712; 713; 719 
720 
81 and 82; 83 

92; 93 and 94; 95 
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Table 16 ( conti.uirtl). Composltlon or grOS!I domestic capital formadon at constant prices 

Kind of economic activity 

More detailed list Gross fixed capital formation 
Condensed list (ISIC major groups 

(ISIC divisions and major divisions) and divisions 

!Flow 4.2.6 

(la) (lb) (2) 

b. Producers of Government Services 

1. Agriculture, hunting, 1 
forestry and fishing 

4. Electricity, gas and water Perhaps 420. 
Water works and 

supply 
7. Transport, storage and 71. Transport only 

communication 
8-9. Services 

91. Public administration and 91 
defence 

92. Sanitary and similar 92 
services 

93- Social, recreational 93 and 94; perhaps 
94 and and related community 81. Financial 
8 services institutions 

Sub-total 

c. Producers of Private Non-Profit ·services to l!Duseholds 

93- Social, recreational and 93 and 94 
94. related community services 

d. Total 
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NOTES TO TABLES 8 THROUGH 16 

Tables 9, 11 a11d 12 

8Jl6. In constant-price tables 8, and 13 through 16, 
valuation is at purchasers' values only. While in table 9 
valuation at producers' values is emphasized, provision is 
made for the use of approximate or true basic values or 
factor values. In tables 11 and 12, use is made of approxi~ 
mate basic values, strict1y speaking, though the tables furnish 
the basis for computing data valued at each of the other 
modes of valuation .. 

8"117. Table 9 can most easily be compiled when value 
added is valued at producers' values. As is indicated in the 
inathematical annex to chapter IV, these constant-price data 
would be fully consistent with valuing the constant~price series 
which concern the disposition of goods and services at 
purchasers' values, However, the use of producers' values 
can affect the usefulness of the constant.price data for such 
purposes as analysing the relative productivity and use of 
real resources, when marked differences occur in the relative 
share of net indirect taxes in the value added of industries. 
Indirect taxes and subsidies of the commodity-tax type might 
largely account for these differences and might relate primarily 
to commodities which are disposed to the final uses. In these 
circumstances the use of true basic values, in addition to 
producers' values, in table 9 would not be too difficult and 
would result in data which are suitable for the aforementioned 
purpOses and furnish a correct measure of the final produce 
If, however, commodity•type taxes and subsidies relating to 
commodities used as intermediate inputs are important, ad
ditional valuation in table 9 at true basic values is burden• 
some. As is shown in the mathematical annex to chapter 
IV, it involves use and inversion of input•output matrices 
such as are portrayed in tables I J and J 2 in order to trace 
basic values through the chain of indirect and direct inter
mediate inputs into industries. The use, in these cases, of 
approximate basic values in table 9 is much simpler. How• 
ever, in addition to rectifying only part of the deficiencies 
of producers' values mentioned above, the approximate basic 
values can result in a distorted measure of tl)e real gross 
domestic product. Ideally, in addition to producers' values, 
true or approximate factor values may be wanted in table 9 
for such purposes as measu·ring the joint productivity of 
labour and capital and the use of real resources, However, 
constant-price data at true or approximate factor v~lues are 
even more difficult and burdensome to compile than constant· 
price series at true or approximate basic values Besides the 
problems of compilation raised by valuation at basic values, 
these modes of valuation involve the factoring into quantity 
and price components of indirect taxes and subsidies which 
often are not proportional to the quantity or value of com• 
modities produced. 

8"118. In tables 11 and 12, the sources of expenditure on 
commodities as well as the gross output of commodities are 
valued at approximate basic values and value added, net of 
consumption of fixed capital, is valued at approximate factor 
values .. The difficulties which countries will encounter in com• 
piling these tables are probably increased by the cross•classi
fications of the gross output and intermediate consumption 
of commodities according to category of commodities and 
kind of activity of industries. Nonetheless, efforts should be 
made to compile tables 11 and 12 annua11y since they furnish 
a valuable framework for applying the" techniques of double 
deflation and commodity flows to estimating the data of 
the other constanl•price tables. If it is not feasible to compile 
tables I J and 12 each year, they should be compiled once 
every three to five years, and abbreviated versions of the 
tables should be compiled annually. Table 2a in the notes 
to tables 1 through 8 should be used as the simplified version 
of table I l. Table 12 might be siin{)iified by (i) valuing inter. 
mediate consumption at purchasers' values, (ii) valuing gross 
)Utput and value added at producers' values and not segre• 
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gating consumption of fixed capital and (iii) reducing the 
detail in the classifications of industries. 

Data on employment 

8.119. So as to furnish figures which may be used in 
conjunction with the data, of the system on the output of 
goods and services (e.g., in measures of labour productivity). 
table IO caUs for data on the employment of all persons 
engaged in the domestic production of a country, whether 
or not they are resident in the country The data in respect 
of number of persons engaged should therefore cover the 
working proprietors and unpaid family workers of unincor
porated units and homeworkers, as weJI as employees 

8.120 For the same purpose, the data on the average 
number of persons engaged and employees during a period 
of account should be derived from figures of employment 
during at least each month of the period. In the case of the 
employees in all, or at least certain, kinds of economic acti• 
vities (e.g., the mining, manufacturing, construction and 
transport industries), it should be feasible to compile more 
exact data of the amount of time spent at work The column 
"Man•hours worked by employees" is provided for recording 
these data, 

8.121. The value of the suggested data on employment 
as a measure of the labour used would be enhanced if the 
series were weighted by a measure of the relative quality 
of the various categories of persons engaged. The weights 
might be proportioned to the average employee compensation, 
or wages and salaries paid to each category during a given 
base year. 

Supplementary data to tables /3 through /5 

8. 122, As in the case of the comparable current-price 
tables, tables 4 through 6, it will be desirable to furnish 
supplementary data to tables 13 through I 5 in respect of 
the outlays on food, beverages and tobacco, clothing, medi
cines and pharmaceuticals and shelter which are included in 
expenditure classified to other categories of the object dassi• 
fication of household goods and services and the rurpo~ 
classifications of government and private non-profit bodies 
serving households A full discussion of these supplementary 
series is given in paragraph 8 111 of the notes on the current· 
price tables. 

8.123,, It will also be advantageous to furnish supplemen~ 
tary figures to table 13 in respect of the durable goods included 
in intermediate consumption for defence and to table 14 in 
respect of the non.durable. semi•durable and durable goods 
included in the intermediate corisumption of the private non• 
profit bodies. The details of this question are discussed in 
paragraph 8.113 of the notes on the corresponding current 
price tables, 

Cumbinulion of lab/es 14 and 15 

8.,124 As in the case of the current•price tables to which 
they correspond, some countries may find it necessary to 
combine table 14 with table J5,. In these circumstances, the 
same procedure should be followed as where tables 5 and 
6 are combined, These procedures are described in paragraph 
8 114 of the notes on the current•price tables. 

Supplementary dassifications in table 16 

8.125 As in the case of table 7, it may be desirable to 
sub-divide the constant-price data on gross fixed capital 
formation classified according to kind of economic activity 
of the owner of the assets into four columns: Construction 
projects (Categories I through 4 1 of the classification of 
fixed assets by type). Transport equipment (Category 5), 
Machinery and other equipment (CategorY 6). and Plantation 
development and breeding stock, etc. (Categories 4 2 and 7). 
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SUPPORTING AND SUPPLEMENTARY TABLES TO Ill INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNTS 

I able 17, Domestic factor incomes according to kind of economic activity and institutional sector of origin 

a Corporate, QuaBi-Corporate and Private Unincox·porated Enterprises 

Non-financial corporate and quasi-corporate 
Households including p:d-
v.;te non-financial unin-

enterprises and financial institutions corporated enterprises 

Kind of economic activity 

(ISIC divisions and major divisions) 
PI'ivate Public 

Compensa- Operating 
Compensa- Operating Compensa- Opetating tion of surplus 
tion nf surplus tion of' surplus employees 

employees employees 

f Flow 3.3.1 ;;.3.2 3,.3.1 3.3.2 3,3.1 3-3-2 

/1) (2) /,) (4\ Is) 16 \ (7) 

1, Agriculture, hunting, forestry and fishing 
Jl. AgriclC.ture and hunting 
12- Forestry and logging 
13, Fishing 
2- Mining and quarrying 

3- Hanufa ctur ing 
31. Food, beverages and tobacco 
32, Textiles, wearing apparel and leather 

industries 
33. Wood and wood products, including furniture 
}It. Paper and par.er products, printing and 

publishing 
l5- Chemicals and chemical, petroleum, coal, 

rubber and plastic products 

36- Non-metallic miner-al products, except 
petroleum and coal 

3'7- Basic metal industries 
38, Fabricated metal products, machinery and 

equipment 
39- Other manufacturing 
4. Electricity, gas and water 
5- Constructi::ln 
6. Wholesale and retail trade and restaurants 

and hotels 

7- Transport, storage and communication 

71- Transport and storage 
72- Comrn:mication 
8. Finance, insurance, real estate and 

business services 
81- Finanr.ial institutions 
82- Insurance 
83, Real estate and business services 
9. Community, social and perzonal services 

b. All Institutional Sectors of Origin 

Institutional sector of origin Compensation of employees Operating surplus 

!Flow 3,3.1 3-3-2 

Hon-financial corporate and quasi-
corporate enterprises 

Private 
Publi:::: 

Financial institutions 
Private 
Public 

Households including pI'ivate 
non-finan~ial unincorporated enterprises 

General governm~nt 
Private non-profit institutions serving 

households 

Total 
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Table 18. National and disposable income 

.. National Income 

Item Flov 
l },}.l Compensation of employees 
2 },},2 Operating surplus 
} },},l+}.},2 Domestic factor income 
4 },4,2 Compensation of employees fl-om the rest 

of the world, net 
5 },4,10 Property and entrepx:eneurie.l income from 

the rest of the world, net 
6 },},4-}.},5 Indirect taxes !£Ju!. subsidies 

1 ;.4.o National income at market prices 

b, Distribution of National and Disposable Income 

Item Flow 
Type of transaction 

l ;.4,1 Compensation of employees 

2 Civilian labour force 

' 
i, Wo..ges and salaries 

ii, Employers I contribution to social security 
schemes 

5 iii, Employers 1 contribution to private 
pension, family allowance, insurance 
and similnr schemes 

6 Members of a.med forces 
1 i, Wages and salaries 
8 ii, Snployers' contribution to social securitY, 

private pension, fami].y allowance, 
inournnce and similar schemes 

9 }.4,10 Property a.nd entreprene\.U"i&l incomes receivnble, 
net 

10 Non-financ:iAl corpor·a.te e.nd quasi-corporate 
enterprises and financial institutions 

ll Private 
12 Public 
l} General government 
14 Private non-profit institutions serving 

households 
15 Households 
16 ;.4,}+}.4,5 Entrepieneurinl income 
17 ,.4,7-},4.6 Pl:operty income, net 

18 ;.;.4-}.},5 Indirect taxes ~ aubaidiea 

19 }.4.,o Nation.al income at market prices (1+9+18) 

20 }.6.1, Other current transfers received, net 

21 Non-finn.ncial c011,orate and quasi-corporate 
enterprises and inancial institutions 

22 Private 
2} Public 
24 General government 
25 Private non-profit institutions serving 

households 
26 Households 

27 ;.6.o Diapoaa.ble income 

28 Non-financial corporate and quasi-corporate 
enterprises and fina.ncia.1 institutions 

~ Privnte 
Publlc 

}1 Genera1 government 
:;2 Private non-profit institutions serving households 
}} Households 
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Table 19. Capital transactions of the private and public institutions 

Priv,,te Public 
Type of transaction inati tut ions institutions 

Item Flow !1) (2) (~\ 

l 5.7.1 Saving 
2 5.3.3 Consumption of fixed capital 
3 5.7.6 Capital transfers received, net 

4 Finance of gross accumulation 

5 5,2,5 Increase in stocks 
6 5.2.6 Gross fixed capital formation 
7 5.7.4 Purchases of land, net 
8 5.7.5 Purchases of intangible assets n.e.c., net 

9 5,7.8 or 5,7.9 Net lending 4-(5 through 8) or 10-26 
10 5.8.0 . u-.1. acnuisition of financi nl e.ese+s 

11 5.8.1 Gold 
12 5.8.2 CUrrency and transferable deposits 

Of which by: 
1.3 i. Monetary institutions 
14 ii. Central government 
15 iii. other sectors 
16 5.8.3 Other deposits 
17 5.8.4 Bills and bonds, short-term 
1B 5.8.5 Bonds, long-term 
19 5.8.6 Corporate equity securities, including 

20 5.8.7 
capital participations 

Short-term loans n.e.c. 
21 5.8.8 .k>ng~tel'lll loans n.e.c. 
22 5.8.9 Net equity of households on life 

insurance reserves and on pension funds 
23 5.8.10 Proprietors I net additions to the 

accumulation of non-resident quasi-
corporate enterprises 1,/ 

24 5.8.11 Trade credit and advances 
25 5.8.12'5,8.13 .-..i.L. ·- ,,,.,. ____ ,,_ .. ----•-

26 5.9.0 Net incurrence of liabilities 

27 5.9.2 Currency and transferable deposits 
28 5.9.3 Other depoai ts 
29 5.9.4 Billa and bonds, ahort-•term 
30 5.9.5 Bonda, long-term 
31 5.9.6 Corporate equity securities, including 

capital participations 
32 5.9.7 Short-term loans n. e. c • 
33 Of which incurred by monetary institutions 
34 5.9.8 Long-term loans n.e.c. 
35 5.9.9 Net equi.ty of households on life insurance 

reserves and on pension fund.a 
36 5.9.10 Non-resident proprietors• net additions 

to accumulation of resident quasi-
corporate enterprises Y 

37 5.9.lJ. Trade credits and advances 
38 5.9.12+5.9.1.3 Other lle.bilities 

1/ Thia type of transactions between resident quasi-corporate enterprisea and the resident proprietors 
a.re eliminated as a reauJ.t of the use of consolidation in these instances. 
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Item 

l 
2 

3 
4 

5 

6 

7 
8 
9 

10 
ll 
12 

1, 

14 
15 

16 

17 
18 
19 
20 

21 

22 

23 
24 
25 
26 
27 
28 

29 
30 

31 
32 

33 

34 
35 
36 

37 
38 
39 

40 
41 

Table 20. Income and outlay and capital transactions o[ non-financial corporate and quasi-corporate 

enterprises, by kind of economic aCtiVity 

Categories of kind of 
economic activity in 
Table l7 omitting 

Type of transaction ISIC divisions 81 and 
82 and the divisions 
of ISIC major division 
l 

Flow (1) (2) 

3,3.2 Opera ting surplus 
3.4.7+3.4.5 Property income and withdrawals i'rom entre-

preneurial income of quasi-corporate enterprises 
,.5.2 Casualty insurance claims 
,.6.7 Unfunded employee welfare contributions imputed 

Current receipts 

,.4.4 Withdrawals from entrepreneurial income of 

3.4.6 
quasi-corporate enterprises 

Property income 
3.5.1 Net casualty insurance premiums 
3.6.1 Direct taxes 
,.6.2 Fines and penalties 
3.6.8 Unfunded employee welfare benefits 
,.6.13 Current transfers n.e,c,, net 

3.7.1 or· 5.7.1 Saving 5-(6 through 12) 

5.3.3 Conswnpti~n or fixed capital 
5.7 .6 Capital transfer·s received, net 

Finance of gross accumulation (l;S+l4+15) 

5.2.5 Increase in stocks 
5.2.6 Gross fixed capital formation 
5.7 .4 Purchases of land, net 
5.7 .5 Purchases of intangible assets n.e.c., net 

5.7,8 or 5.7.9 Net lending 16-(17 through 20) or 22-3'5 

5.8.0 Net acquisition of financial assets 

5.8.1 Gold 
5.8.2 Currency and transferable deposits 
5.8,3 Other deposits 
5.8.4 Bills and bonds, short-term 
5.8.5 Bonds, long-term 
5:8.6 Corporate equity securities, including 

capital participations 
5.8,7+5.8.8 

5.8.10 
roans n.e,c, 
Proprietors I net additions to the 
accumulation of quasi-corporate enterprises 

5.8.11 Trade credit and advances 
5.8.12+5.8.13 Other· financial assets 

5,9.0 Net incurrence of liabilities 

5.9.4 Bills and bonds, short-term 
5.9.5 Bonds, long-term 
5.9.6 Corporate equity 

participations 
securities, including capital 

5.9.7 Short-term loans n,e.c. 
5.9.8 long-term loans n.e.c. 
5.9.10 Proprietors' net additions to the accumulation 

of quasi-corporate enterprises 
5.9.11 Trade credit and advances 

5.9.12+5.9.13 Other liabilities 
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Tobie 21. Income nnd outlay nnd cnpltnl transactions of the sub.sectors of general government 

Central State and Socia.l 
Type of transaction govern- local security 

ment govern- funds 
ment 

Item Flow (1) (2) (3) (4) 

1 3.3.2 Operating surplus 
2 3.4.5 Withdrawals from entrepreneurial 

income of quasi-corporate 
government enterprises 

3 3.4.7 Property income 
4 3.5.2 Casualty insurance claims 
5 3.3.4 Indirect taxes 
6 3.6.1 Direct taxes 
7 3.6.2 Compulsory fees, fines and penalties 
8 3.6.3 Social security contributions 
9 3.6.7 Unfunded employee welfare contributions 

10 3.6.10.1 
imputed 

Current transfers from other sub-
sectors of general government 

11 3.6.10.2 Current transfers n.e.c. from the 
rest of the world 

12 Current receipts 

13 3.2.20 Final consumption expenditure 
14 3,4.6 Property income 
15 3.5.1 Net casualty insurance premiums 
16 3.3.5 Subsidies 
17 3.6.4 Social security benefits 
18 3.6.5 Social assistance gra.nts 
19 3.6.8 Unf'unded employee welfare benefits 
20 3.6.9.1 Current transfers to other 

sub-sectors of general government 
21 3.6.9.2 Current transfers n.e.c. to the 

rest of the world 

22 Current disbursements 

23 3.7.1 or 5.7.1 Saving (12-22) 

24 5 ,3 ,.3 Consumption of fixed capital 
25 5,7,6* Capi.tal transfers received from 

other sectors, net 
26 5, 7 .6* Capital transfers received from 

other sub-sectors of general 
government, net 

27 5,7,6* Capital transfers received from the 
rest of the world, net 

28 Finance of gross accumulation 
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T11ble 21 (continued)" Income and outlay and capital transactions of lhe sub•sedors of general government 

Central State and Social 

Type of transaction govern- local security 
ment govern- funds 

ment 

Item Flow (1) (2) l3J \4) 

29 5.2.5+5.2.6 Gross capital formation 
30 5.7.4 Purchases of land, net 
.31 5.7 .5 Purchases of intangible assets 

n.e.c., net 

.32 5.7.8 or 5.7.9 Net lending 28-(29 through 31) 
or- 33-44 

33 5.8.0 Net acquisition of financial 
assets 

34 5.8.1 Gold 
35 5.8.2 Currency and transferable 

36 5 .8.3 
deposits 

Other deposits 
37 5.8.4 Bills and, bonds, short-term 
38 5.8.5 Bonds, long-term 
39 5.8.6 Corporate equity securities, in-

eluding capital participation 
40 5.8.7 Short-term loans n.e.c. 
41 5.8.8 long-term loans n.e.c. 
42 5.8.10 Proprietors' net addition to the 

accumulation of quasi-corporate 
government enterprises 

43 5.8.11, 12 Other financial assets 
and 13 

44 5.9.0 Net incurrence of liabilities 

45 5.9.2 Currency issued by the Treasury and 
transferable deposits 

46 5.9.3 Other deposits 
47 5.9.4 Bills and bonds, short-term 
48 5.9.5 Bonds, _long-term 
49 5.9.7 Short~term loans n.e.c. 
50 5.9.8 Long-term loans n.e.c. 
51 5.9.11, 12 Other liabilities 

and 13 

,. 
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1 

Purpose of outlay 

Condensed list 

(ln) 

1. General public 

services 

2, Defence 

3. Education 

4. Health 

5. Social security and 

welfare services 

6. H::)Using and community 

amenities 

7. Other community and 

social services 

8, EconOmic services 

9, Other purpose~ 

Total 

Table 22. Selected outlays of general government by purpose 

(Consolidated) 

~ocial 
security 
benefits, Other social current Final assist-

c:>n- Sub- ance unre-

sump- sidies grant:i quited 
and Wl- trans-tion 
funded fers expcn- employ-More diturc ee wcl-

detailed 11st fare be-
nefita 

3.6.4+ 
Flow 3.2.20 3.3.5 3.6.5+ 3.6.6+ 

3.6.8 3.6.9 

(lb) (2) (3) (4) (5) 

Llj 1,2; 1,3; 

L4Y 
2 

3.121 ; 3,2 and 

3.321 

4.i; 4.e2-1. 
4. ' 
5.121; 5-~ 

6.1; 6.2; 6.5 

7 

8"1; 8.2; 8,3; 

8,lq 8.5j 8.6; 

8,7; 8.8 

9 

Net loans made 
nnd bills, bonds 

Gross and corporate 

capital Capital equity securities 
trans- acquired and net form- fers additions to the ation accumulation of 

quasi-corporate 
government 
enterprises 

,.8.4 through 
5.2.5+ 5.7.7 5.8.8 and 
5.2 .. 6 5.8.10 

(6) (7) (8) 

1/ Outlays on research and scientic endeavors may be included in categories of the purpose classification in addition 
to 1.4. Data in r·cspect of the total of a given l;.ype of outlays for this purpose should be given as memoranda 
items. 

g/ Includes expen1iturc in connection with public debt, disaster·s and other calamities, consumption of fixed capital, 
etc" which cannot be allocated to any of the purpose categories listed above. 

2.f At least these categories of the more detailed list should be shown separately where feasible. 
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Item 

1 
2 
3 

4 

5 

6 
7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 
20 
21 
22 
23 
24 
25 
26 
27 

28 

29 
30 

31 
32 
}3 
34 
35 

36 
37 
38 
39 

4o 

41 
42 

Table 23. Income and outlay und capital transactions of sub-sECtors of households, 

including private non.finunchll unincorporated enterprises 

Households headed 

Proprietors of unincor-
porated enterprises ex-

by: 

All TYPe of transaction house~ cept owners of owner·- Employees 
holds occupied dwellinas on1v 

Agdcul- Non-agri-
tural cultural 

Flow (1) (2) (3) (4) (5) 

3.4.1 Compensation of employees 
i- Wages and salaries 

ii- J:mployers' contributions to 
social security schemes 

iii., Employers' contributions to 
private pension, family allow-
ance, insurance and similar 
schemes 

3.4.3 Entrepreneurial income of the unin-
corporated enterprises 
i. Owner-occupied dwellings 

ii, Other 
3.4.5 Withdrawals from entreprenemial income 

of quasi-corporate enterprises 
3.4.7 Property income 

1. Interest 
2, Dividends 
3- Rent 

3.5.2 Casualty insurance claims 
3.6.4 Social security benefits 
3.6.5 Social assistance grants 
3.6.8 Unf'unded employee welfare benefits 
3.6.12.1 Current transfers n.e.c. from 

residents 
3.6.12.2 Current transfers n.e"c" from the 

rest of the world 

CUrrent receipts 

3.2.32 Final conswnption expenditure 
3.4.6.li Consumer debt interest 
3.5.1 Net casualty insurance premiums 
3.6.1.1 Direct taxes on income 
3.6.1.2 Direct taxes n,e.c, 
3.6.2 Compulsory fees, fines and penalties 
3.6.3 Social security contributions 
3.6.6 Current transfers to private non-

profit institutions 
3.6.7 Un1'unded employee welfare contributions 

3.6.11.1 
imputed 

Current transfers n,e,c, to residents 
}.6.11.2 Curr·ent transfers n.e .c., to the rest 

of the world 

Cur·rent disbursements 
3.7 .1 or 5.7 .1 Saving (19-31) 

5.3.3 Consumption of fixed capital 
5.7 .6 Canital transfers received net 

Finance of gross accwnulation 
32+33+34) 

5.2.5 Increase in stocks 
5.2.6 Gross fixed capital formation 
5.7 .4 Purchases of land, net 
5.7 .5 Purchases of intangible assets 

n.e.c., net 

5.7.8 or 5.7.9 Net lending 35-(36 through 39) 
or 41-42 

Net acquisition of financial assets 
Net incurrencc of liabilities 
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Table 24. Financial transactions of the detailed sub-sectors 

Yln.onchl 11uetn or: l.hbiH-

lbn-rtnoncinl 
t1e4 of 

corporate nnd 
llou•di:,ld; headed by: General aover=ent F1nancid in~tHut1:,n~ qu.nd-corpo-

l>riv•te Nltc enter-,,,. 
~•- r'4•• Type :,f cldo, and debtor Column, l re•t 

l'ropdcton or profit 0d1cr !naw-ancc Other Tohl and cred1tor2" thr.,ugt, o[ 
Per• unincor-p:,n,.tcd in•tl- f1Mncid COl!IP&lliei c,:,neta- Cen• 16 1n "" Soehl Statr ••in• ,,,_ 

cntcf'l'rhea c:,c. tutiona 
GCCU• . ., Central lnatitu• and pen• ry in- tnl rc~pcct l,,orld 

'" ploy- ccpt owner. or "'"'"" tlon• d:,n 4titu• bonk or fiMn• dt:r loc•l govern-
chl other ... nwncr-occupied h:>UH• 

""''' fl"'Vern- o,cnt "'""" U:,n~ 
at.tu, d>tcllillf!G only bolda o,cnt a~sets 

,; y ,; y ,; y ,; y 
{1:f) (17) (16) {15) (l4) (l)) {12) (ll) (10) (9) (8) (Tl (6) (51 ('l ()) (2) (l) Itcn, I 

• All (Hatlon.ol and Foreign) FlMnchl A;act~ and L111b1lltlca 

, 79 !let lending 
5.9 0 tlet lncurrence o( liab!l1t1u 
5 8o rlct o.cquhltion or Hnanclol 

•~set~ 

l "'" ' Currency nnd tran;!euble 
depo;i ts 
i H•tl:>nal currcn~y . llc;ld.nt ~ecl:,rs 

' The r~st of U1e vorld 

" fbrcign currency . lle,ident ,ect:ir~ 
b. The re~t :,f the vorld 

} 0~her depo~It~ in: 

' Hat1:>no.l eu:rreney . fte11ldent sect.on 
b. 1111: rut of th• w~rld 

H-, foreign eurreney 

• lleddent =eetors 

' The re:.t or the w;irld 
4 lllll~ ~nti bond;, th:irt-term 

' lbn-f1ncnchl corp:,r11~ 
tJon; 

" Fin.anchl in;titull.:int 

"' Centrol g:,vern<nent ,, :lhtc nnd l:,eal govern• 
ment 

v. The real of the vorld , ll:>ndt, l:iOG•tenn 

' !bn~fln.anchl corpora-
tion, 

" Finirncial in,Ututl:in11 
Hi Cent.Nil g:Hrernment ,, State nnd lo<:ol i;:,vern-

ment 

6 
v. •The re:,t of the 11:,r]d 

Corp:,nte equity ,ceuritles. 
including ecpltal r•rtl-
elpotl:ins 
1. lk,ident c:,r:o:ir11ti:rn11 

a. Quoted 

" ~i:;n~!11£:i::~~deorpore-
tion, . Qu:ited 

7 
b. llot quoted 

Sh:,rt-term locno n .e.e. 
L tlon-f1nanc1al corpo• 

ute and quod-c:,r-

H 
poutc entcrprioe; 

tbneta.ry inntitution:, 

'" Other Onenchl in,ti-
tutlon:, 

"· Central g:,vern:ocnt ,. :lta.tc and l:,c11l g::ivcrn-
..ent 

vt, Other reaident oec~r:. 

' 
vH. The rest of the 11:irld 
L<lng•ten:, loBn: n.e,c. 

1. lbn-Unanclbl eorp• 
ute and quasi•e:ir-
ponte cnterprhcu 

u. rtnancicl imtltution~ 

"' Central g:,verm:oent 
h Sl.4te and loeal jpVero• 

o,ent 

' Other ri,~ident oectort ,, The n~t :if thr w::>r!d 
9 Het equ~ty of houoeholch :,n 

lite inaurcncc rc~e:-veo and 
on pend:,n tund~ 

" PropriPton' net addition tc 
the accumulation :,(: 

ll 

1- l!esldent enterprhe• 
U. Hon-reoidcnt enterprhes 

Trade credit and advances 
i llon•f1nonc1al corporate 

and qW101-corponte 
enterprhco 

ii ii~~~0
!.rr~:i"~vern-"' ~"' 

h 11:>u~eholdo 

' 0th<:r reddent rect:iro ,, The rest o! the vorld 
l2 Other accounts receivable 

ond payoble . Aealdent oec!;,:,u 
t,. The rent of the world 

l3 Other 
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!b\lllch<>lda headed by: 

Th• 
rc1t Proprletora or 

" 
Per- u.nincorporatcd ... 10110 ... cntcrpriui, ex-

w,1'1 '" pl.oY· ccpt nvnera ot 
other '°' ovner-occuplcd 
•tatus dvcllins• only 

{l.8) (11') {J.6) (15) 

!/ Priye;tc'.cy OVMd e.nd/or controlled 

g/ Puhllc'.cy ovned and/or controlled 

Table 24 (continued). Financial transactions of ~e detailed sub-sectors 

F1naneial auclt o!: L1•b1U-
u .. ot 

tlon-nn,,ncial 
eorpontc a.nd 

OcncNl govarn:1ent F1nanc I.al tn1-t1t\ltlona 11,uaal-corpo• 
Prtv,te "tc enter• 
~,- prhu type ot clai=t and debt.or ColUllll l 
protlt 

ti~~~i..1 
Inuu'1lncc '""" Total 1-nd crtdi to.)/ 

.,,,., ... 
1.n&t1- SOc11t.l St.lite cocpanic ■ cr;inat.a- Can- 18 "' tutlona 

ICCU• ""' Central in1titll• and pen• ry in•• ''"' 
ntlpec:t 

acrrlns 

''" local 
tlona '"'" tlt\l· '""' 

ot nnan.-
h:olltc• suvarn- -· t1'>M clal 

"""'' govern· cent h::llda ~"' auctl 

Bl !I Bl !I Bl !I Bl !I 
(14) {U) {l.2) {ll) {lO) {9) {8) {T) {q) {5) {4) {5) {2) {l) l<=I 
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Item 

1 
2 
3 

4 

5 

6 
7 
8 

9 

10 

11 
12 
13 
14 

15 

16 

17 
18 
19 
20 
21 
22 
25 
24 
25 
26 
27 

28 
29 

30 
31 
32 
33 
34 
35 

36 
37 
38 
,;q 

Flow 

5.7.9 

s.8.o 

5.8.1 

5.8 .2" 
and 3* 

5.8.3*,7* 
and 8* 
5.8.4* 

5.8.4* 
5.8 -5* 
5.8.7* 
and 8* 

Table 25. FinanclnJ transactions of the monetary systeml 
{Consolidated) 

Type of claim and debtor or credi.tor 

Net lending (4-41) 
i. To the rest of the world (5-42) 

ii. To other resident sectors (16-50) 

Net. _acquisition of financial as-sets 

In respect of the rest of the world 

Gold 
Other international reserves 

i. Convertible currencies, transfer
able and other deposits 

ii. Reserve poSition in IMF 

iii. Foreign ,central government bills 
and bon~s, short-term g/ 

iv. Other types of financial assets 
Other bills and bonds, short 0 term 
Bonds, long-term 
Loans n.e.c. 

5.8.6*,lO* Other 
11*,12" 

foreign financial assets 

and 13* 

In respect of residents 

5.8.4* Bills and bonds, short-term 
i. Non-financial corporations 

ii. Financial· institutions 
iii. Centr81 government 
iv, State and local government 

5.8.5* Bonds, long-term 
i. Non-financial coip9rations 

ii. Financial institutions 
iii, Central government 
iv. State and local government 

5.8.6* Corporate equity securities, includ
ing capital participations 

5.8,7* Short--term loans n.e.c. 
i. Non-financial corporate and 

quasi-corporate enterprises 
ii. Financial institutions 

iii, Central government 
iv. State and local government 
v. Other resident sectors 

5.8.8* Long-term loans n.e.c. 
i. Non-financial corporate and 

quasi-corporate enterprises 
ii. Financial institutions 

iii. Central government 
iv. State and local government 
v. Other 
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1 able 2S (co,iti,iued). Flnnndal transnctions of the monctnry systeml 
(Consolidated) 

item Type of claim and debtor or creditor 

4o 5.8.11* Other financial assets, including 
12* and 1.5* counterpart of currency issued by 

Treasury in Items 43 and 51 below 

41 5.9.0 Net incurrence of liabilities 

42 To the rest of the world 

4;; 5-9-2* Currency, transferable and other 
and 3* deposits 

44 Other offsets to international 
reserves?/ 

45 5.9.4* Other bills and bonds, short-term 
46 5.9.5* Bonds, long-term 
47 5.9.6* Corporate equity securities, includ-

ing,capital participations 
48 5-9-7* 

and 8* 
Loans n.e.c. 

49 5.9.10*,ll'\ Other liabilities to non-residents 
12* and 13* 

50 To residents 

51 5.9.2* Currency and transferable deposits 
held by: 

52 i. Central government 
53 ii- Other 
54 5-9-3* Other deposits 
55 Counterpart of Central governments' 

gold and international reserve holdings 
in Items 6 and 7 above 

56 5.9.4·* Bills and bonds 
and 5* 

57 5.9.6* Corporate equity securities, including 
capital participations 

58 5-9-7* 
and 8* 

1,::rnns n.e.c. 

59 5.9.10*,ll"; Other liabilities to residents 
12* and 13* 

1/ Includes the Central bank, other monetary institutions, and the monetary functions of 
the Treasury. 

g/ The definitions of international reserves and offsets to these reserves are those of 
the International Monetary Fund and the collection internationally of these data is the 
responsibility of th~ Fund. The other types of foreign financial assets included in the 
international reserves are other claims on the rest of the world which are held by the 
Central bank and as part of the monetary functions of the Treasury and which are considered 
to be part of the international reserves. The offsets to international reserves in addition 
to currency a.nd deposits may include loans from the Fund, issued of certain bonds and 
certain loans received from foreign Central ba.nk.s or governments. 
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NOTES TO TABLES 17 THROUGH 25 

I he clm.ri(icatio11 of fi11a11ria/ msets a11d liabilities 

8.126 In tables 19 through 21 and in table 24, financial 
assets and liabilities are cla~sified as in the scheme defined 
in table 7 2 The detail in which this c!i1ssification is shown 
has been adapted to the character and purposes of the table 
in which it appears The detailed categories of the classifi
cation are used in part a of table 24; and the main categories 
of the classification, a few of which are combined. are used 
in tables 19 through 21 The category "Currency and trans
ferable deposits·• is however sub-divided in table 19 so that 
the holdings of these financial assets by monetary institutions 
and the central government may be omilled in calculating the 
money supply 

8 127 The classification of the financial assets and liabili
ties in part b of tahle 24 and in table 25 differs in some 
respects from the scheme in table 7 2 This is because part 
b of table 24 and table 25 concern transactions in financial 
assets and liabilities which make up the international reserves 
of a country or offsets to these reserves. The design of 
table 25 so that it will provide the most useful data for 
purposes of dealing with monetary and bahmce-of-payments 
questions has also resulted in the departures from the 
classification scheme of table 7 2 

8. 128 In both tables, financial assets and liabilities are 
classified first into foreign and domestic claims and second 
into type of claim At the second level of classification, it 
is not possible to follow the scheme of table 7 .2 in the case 
of foreign claims because the same type of claim (instru
ment) may be, or may not be, part of the international 
reserves of a country, or offsets to these reserves For exam
ple, convertible, but not inconvertible. foreign currencies, 
most holdings of transferable deposits in non.resident banks, 
but not the working balances of the treasury or "payment 
agreement balances'' of the central bank, and short-term bills 
and bonds of foreign central governments or central banks, 
but not other instruments of this type, are classed as inter• 
national reserves Or, certain types of foreign long.term 
central government bonds held by the treasury or central 
bank and specific loans granted by the treasury or the 
central bank may be part of the international reserves. The 
same situation holds in respect of offsets to the international 
reserves The definitions of international reserves, and offsets 
to international reserves, to be used in part b, table 24 and 
in table 25 are established by the International Monetary 
Fund .. The Fund is responsible for the collection interl1ation
ally of these data 

Basis of recording transactions 

8. 129 Unless it is indicated otherwise, transactions be. 
tween transactor units of the same sector, or sub-sector, 
should be recorded in the case of each of the items of the 
tables relating to income and outlay and capital transactions 
It should be noted that in table 2 I, the central government, 
each of the state and local governments, and each social 
security fund are to be dealt with as single transactor units 
While transactions in most items are to be consolidated in 
the case of table 25, transactions in bills and short.term 
bonds, long-term bonds and corporate equity securities which 
are the liabilities of transactors included in the monetary 
system and the financial assets of other transactors in the 
monetary system should not be netted, one against the other 

Table 17 

8 130 Countries may find it useful to elaborate table 17 
in order to show the interaction between the industrial classi• 
fication of industries and the industrial classification of enter
prises For this purpose, each of the columns of part a of 
table 17 in respect of private and public quasi.corporate 
enterprises and the private non.financial unincorporated enter-

prises of the household sector might be sub•divided into 
columns in respect of the kind of activity (perhaps at about 
the same U!vel of detail of classificalion as for enterprises in 
table 17) of the industries which make up these enterprises 
Such a table would consist of data in respect of compensation 
of employees and operating surplus cross•classified according 
to the kind of activity of industries and the kind of activity 
and institutional sector of the parent enterprises Or, in order 
to reduce the size of the table considerably, domestic factor 
incomes only might be exhibited cross•classified in this fashion 

Tobie 20 

8. l 31 As is indicated in paragraph 8 IO I of the notes 
to Accounts III, it would be desirable, if feasible, to exhibit 
the following supplementary data to table 20, in respect of 
non-financial corporate and quasi•corporate enterprises classi
fied according to kind of economic activity 
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i. Direct taxes on income Figures of these taxes recorded 
as of the time the income on which the taxes are 
levied, are earned 

ii Saving, Sub.division of saving into the saving of enter• 
prises which arc foreign.owned branches and subsi
diaries and the saving of other enterprises 

iii Consumption of fixed capital and increase in stocks. 
Figures of the value of the consumption of fixed 
capital and the increase in stocks as recorded in the 
books of the enterprises 

Supplementary entry in tab!n 20 and 21 

8 132 As is pointed out in paragraph 8 99 of the notes 
on Accounts Ill, while an effort has been made to list entrles 
in these tables in respect of probable transactions, it may be 
necessary to add an entry in respect of the liability "Net 
equity of households on pension funds'' where non-financial 
corporate or quasi-corporate enterprises or government organs 
have established pension reserves for their employees which 
do not satisfy the criteria for inclusion in the sub-sector 
"Insurance companies and pension funds" 

Table 23 

8 .133 In classifying households by sodo•economic status, 
heads of households, the only business of which is the owner, 
ship of owner•occupied dwellings, are not to he classed as 
"Proprietors of unincorporated enterprises". Households, the 
heads of which own other kinds of unincorporated businesses, 
whether quasi-corporate or not, are to he included in this 
socio-economic category and are to be classified into agricul• 
tural and non•agricultural, based on the main kind of activities 
of the enterprises owned. The entrepreneurial income from 
owner~occupied dwellings is to be distinguished from the 
entrepreneurial income from the other types of unincorporated 
enterprises on a functional basis. It may be desirable to 
replace the column "Persons in other status" hy two columns: 
"Inactive persons living in private households" and "lnstitu• 
tional population". 

8. I 34 In the case of a number of countries, the basic 
statistics in respect of households which are required in 
order to compile table 23 may not be available for some 
time to come Under these circumstances, the table should 
be compiled in respect of all households only; and item 5 of 
the table "Entrepreneurial income of the unincorporated enter~ 
prises" should be subdivided into "i. Owner•occupicd dwellings, 
ii Agricultural enterprises, iii Non•agricultural enterprises", 

8 135 Where it is not possible to compile separate incon1e 
and outlay and capital finance accounts for households and 
private non.profit institutions serving them, it will be neces
sary to combine, or even consolidate, their transactions in 
table 23 



SUPPORTING TABLE TO ALL ACCOUNTS 

lnblc 26. External transactions 

Item Flow Type of transation 

1 6.2.11.1 Exports of merchandise, f.o.b. 
2 6.2.11.2 Transport and communication 
3 i. In respect of merchandise imports 
4 ii. Other 
5 6.2.11.3 Insurance service charges 
6 L In respect of merchandise imports 
7 ii. Other 
8 6.2.11.4 Direct purchases in the d::,raes tic market, 

extra-territorial bodies 
9 6.2.11.9 Miscellaneous commodities 

10 6.2.11.10 Adjustment of merchandise exports to 
change-of-ownership basis 

ll 6.2.12.1 Direct purchases in the domestic 
market, non-resident households 

12 6.2.10 Exports of goods and services 

13 6.4.1 Compensation Qf employees 
. 1/ 

14 6.4.9 Property and entrepreneurial income-
15 6.6.22 Other current transfers from the rest of the world: 
16 i. To general government 

17 ii. To other resident sectors 

18 Current receipts 

19 6.1.11.1 Imports of merchandise.c.i.f. 
20 6.1.11.li Imports, f.o.b. 
21 6.1.11.lii Transport services on merchandise imports by 

non-residents 
22 6 -1-11.liii Transport Gervices on merchandise imports by 

resident industries 
23 6.1.11.2 Other transport and communication services 

by non-residents 
24 6.Lll.liv Insurance service charges on mcr.chandise 

imports, services by non-residents 
25 6.1.11.lv Insurance service charges on merchandise 

imports, services by resident industries 
26 6.1.11.3 Other insurance service charges, services 

by non-r-esidcnts 
27 6.1.11.4 Direct purchases abroad on capital account, 

government services 
28 6.1.11.9 Miscellaneous commodities 
29 6.1.11.10 Adjustment of merchandise imports to 

change-of--ownership basis 
3C' 6.1.12.1 Direct purchases abroad, resident households 
51 6.1.12.2 Direct purchases abroad on current account, 

government services 

32 6.1.10 Imports of goods and services 
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Table 26 (conlimud). External transactJons 

Item Flow Type of Transaction 

33 6.3.1 Compensation of employees l/ 
34 6.4.8 Property and entrepreneurial income-
35 6.6.21 Other current transfers to rest of the world 
36 i. By general government 
37 ii. By other resident sectors 

38 Current disbursements 

39 6.7.3 or Surplus on current transactions (18-38) 
6.7.2 

4o 6.7.6 Capital transfers from the rest of the world,net 
41 i. To general government 
42 ii. To other resident sectors 
43 6.7.5 ~ Purchases of intangible assets, n.e.c. from 

the rest of the world, net 

44 6.7.8 or 
6.7.9 

Net lending 39+40+43 or 45-6.3 

45 Net acquisitions of foreign financial assets 

46 6.8.1 Gold 
47 6.8.2 Currency and transferable deposits 
48 6.8.3 Other deposits 
49 6.8.4 Bills and bonds, short-term 
50 6.8.5 Bonds, long-term 
51 6.8.6 Corporate equity securities, including 

52 
capital participations Y 
i. Subsidiaries abroad 

53 ii. Other incorporated units abroad 
54 6.8.7 Short-term loans n.e.c. 
55 i. Subsidiaries abroa'd 
56 ii. Other non-resident units 
57 6.8.8 long-term loans n.e.c. 
58 i. Subsidiaries abroad 
59 ii. Other non-resident units 
6o 6.8.10 Proprietors' net additions to accumulation 1/ 

of quasi-corporate non-resident enterprises 

61 6.8.u Trade credit and advances 
62 6.8.9,12 Other financial assets in respect of non-

and 13 residents 

63 Net incurrence of foreign liabilities 

205 



Table 26 (r:ontfoued). External transactions 

Item Flow Type of Transaction 

64 6.9.2 Currency and transferable deposits 
65 6.9.3 Other deposits 
66 6.9.4 Bills and bonds, short-term 
67 6.9.5 Bonds, long-term 
68 6.9.6 Corporate equity securities, including 

69 
capital participations l/ 

L Subsidiaries of non-residents-
70 ii. Other resident incorporated units 
71 6.9.7 Short-term loans n.e.c. 
72 i,. Subsidiaries of non-residents 
73 ii. other resident units 
74 6.9.8 I.one-term loans n.e.c, 
75 L Subsidiaries of non-residents 
76 ii. Other resident units 
77 6.9.10 Non-resident proprietors' net additions to 

accumulation of resident quasi-corporate 
enterprises 1,/ 

78 6.9.11 Trade credits and advances 
79 G.9.9112 

and 3 
Other liabiJities to non-residents 

]J Data should also be furnished in memoranda to the table on the saving (retained income) 
of subsidiaries and branches of residents which arc located abroad and of the resident 
subsidiaries and branches of non-residents. 
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Chapter IX 

ADAPTATION OF THE FULL SYSTEM TO THE DEVELOPING COUNTRIES 

Purpose and content of the chapter 

9. I The full system of national accounts described 
in the preceding chapters of this report should furnish 
suitable goals for methodically evolving the national 
accounts, and series of basic statistics, of a country, 
irrespective of her stage of economic and social devel
opment However, it will take a number of the devel
oping countries many years to build the body of 
statistics required to compile the standard accounts 
and tables of the system, all of which are needed for 
purposes of evaluating, planning and furthering econo
mic growth and social improvement More detailed 
international guidance than ·is given in chapter VIII 
concerning the sequence in which the system of na
tional accounts might be worked out, should therefore 
be of assistance to these countries. Modifications in 
selected series of data in the full system of national 
accounts, in the light of the lack of reliable basic 
statistics, may also facilitate the compilation of urgently 
needed national accounting data. Furthermore, until 
their economic and social development reaches a rela
tively advanced stage, a number of developing countries 
may find certain supplementary classifications, accounts 
or tables to the full system of value in planning, 
evaluating and promoting growth. 

9.2. This chapter is intended to suggest a number 
of ways in which developing countries might find it 
useful to adapt the full system of national accounts 
described in the earlier chapters, in the light of their 
own needs and circumstances. Unlike the recommen
dations of the preceding chapters, the modified and 
supplementary classifications, accounts and tables dis
cussed in this chapter are not intended as international 
guidelines for the national accounting of the developing 
countries. Instead, these suggestions are designed to 
indicate the lines along which certain classifications, 
accounts or tables might be devised if it is considered 
to be advantageous to adapt the aspect in question of 
the recommended full system of national accounting. 
Moreover, some of the proposals made in this chapter 
are, to some extent, experimental; and this report does 
not furnish the full conceptual underpinning of some 
of the suggested supplementary accounts. Nonetheless, 
the simplifications in, and additions to, the classifica
tions and tabulations of the full system suggested in 
this chapter arise from the characteristics and circum
stances of many developing countries. While the special 
classifications, accounts and tables discussed in this 
chapter will not in general be the subject of the 
recurrent international reporting of national accounting 
data by the developing countries, some of them may 

be dealt with in special international studies The re
commendations of this chapter in respect of the order 
of priority in which developing countries might work 
on the standard accounts and tables of the full system 
are also not intended as the international standards. 
These suggestions are designed to be of general as
sistance to the countries in deciding on the sequence 
in which they will expand their work on national ac
counts, and basic statistics, in the light of their own 
requirements and circumstances, 

9.3. The first topic discussed in this chapter is the 
aspects of the special situation and certain policies of 
a number of developing countries which give rise to 
the simplified and supplementary classifications, ac
counts and tables suggested in this chapter Next, these 
classifications and tabulations are described in relation 
to these circumstances of the developing countries and 
the structure recommended for the full system of 
national accounts. Annex 9 I of this chapter gives the 
suggested simplified and supplementary accounts and 
tables. Dealt with last is the order of priorities sug
gested for starting work on the various accounts and 
tables of the system of national accounting. The order 
of priorities is listed in annex 9 2; and is discussed in 
the text in the light of the needs for, and the difficulties 
of compilation of, the various series of national ac
counting data. 

Som~ special circumstances of the developing 
countries 

9.4. The developing countries differ in such cir
cumstances as the stage of economic development 
reached, endowment in respect of natural and human 
resources, and economic and social institutions and 
attitudes. The countries therefore have differing avenues 
of, and obstacles to, economic and social development; 
and they employ various institutional arrangements, 
economic and social policies, and programmes for this 
purpose These circumstances should be reflected in 
the aspects of national accounting which are empha
sized and given priority and in the details of the clas
sifications and tabulations used in national accounting. 
Nonetheless the economic and social situation of many 
developing countries exhibits certain characteristic and 
similar features which may call for special classifica
tions and tabulations in national accounting for pur
poses of dealing with questions of economic and social 
development. The gravity of the need for the supple
mentary information will differ from one country to 
another, reflecting among other conditions the stage 
of economic and social development already reached. 
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THE DUALISM OF THE ECONOMIES 

95 A basic feature of many developing countries 
is the existence of what is sometimes called "dualism", 
that is the existence, side-by-side, of traditional and 
more recent modes of living, social and economic 
organization, and carrying on production .. The techno
logy, organization and productivity of the two modes 
of production, and the attitudes, habits and institutional 
arrangements of the people involved, differ to such 
an extent that the situation may be described as the 
existence, side-by-side, of differing, loosely connected 
economies and societies Not infrequently, these differ
ences in economic and social characteristics follow 
the geography of a country; for example, they occur 
between rural and urban areas 

9. 6. Development often does not take place in a 
uniform manner or pace throughout a developing 
country; and may accentuate the differences between 
the various parts of a country The urban areas of the 
economy, or the areas of location of new large-scale 
mining and/or manufacturing, may grow very rapidly; 
this growth may spread to areas in proximity; but the 
distant rural areas may stagnate. When the economic 
expansion of a number of regions of a country is 
very rapid, any extensive subsistence agriculture and 
ancient modes of living, even in the more distant rural 
areas, may wither away. 

9.7. An important difference between these dispa
rate parts of a developing country is likely to be the 
role and type of market served by each, for example 
production of goods for subsistence, for sale as exports 
or in the national market, or for sale in the immediate 
locality .. The export industries of a developing country 
often furnish a dynamic factor in development, The 
industrial and agricultural producers who supply the 
country as a whole are also likely to contribute to, 
and reflect, the development taking place in the 
economy. The small manufacturing units or artisans, 
especially in rural areas, and agriculturists who supply 
local needs, may make up a stagnant section of the 
economy. Agriculture, which is primarily subsistence 
in character, is likely to decrease as economic develop
ment proceeds. 

THE ROLE OF EXTERNAL TRADE 

9.8. External trade is not only an important source 
of demand for key products in the case of a number 
of developing countries. It is also the source of the 
capital goods needed to expand and rationalize pro
duction. And the proceeds frorr. exports, or foreign 
loans and other aid, are the means through which 
these imports are financed. 

THE DYNAMIC KINDS OF ECONOMIC ACTIVITY 

9. 9. The economies of a number of developing 
countlies are characterized by a limited number of 
agricultural or industrial activities which use advanced 
technology, organization and management in produc
tion. These activities are likely to be producing goods 
for export or for sale on the national markets; and 
may set the pace of the economic growth of the coun
try. The production activities will frequently be based 

on the availability o[ given mineral or agricultural 
resources; and be a major source of the demand for 
machinery and capital equipment While the require
ments of these activities for skilled labour and man
agement will be substantial relative to other producers, 
they may not afford great new employment opportuni
ties. The productivity of the labour employed in the 
relatively large-scale, new units will usually be consi
derably higher than the average for the economy as 
a whole. 

THE ROLE OF THE PUBLIC SECTOR 

9. IO. In many developing countries, the public 
sector plays a vital and direct role in economic growth. 
New, heavily capitalized public enterprises may account 
for a large share of the production of selected kinds 
of industrial activity; and are likely to provide the 
power, transport and communication facilities of the 
country. Government probably will make substantial 
investment in the infrastructure for development of 
the economy; and adopt a number of other measures 
to stimulate economic growth An aspect of the govern
ment's effort will often be the detailed assessment, 
planning and programming of over-all economic and 
social development and growth, as well as the formula
tion and administration of policies in respect of certain 
kinds of production, etc., and of specific projects, 

S.upplementary classifications 

THE TWO SCHEMES OF CLASSIFICATION 

9. 11. For purposes of analysing the structure of, 
and trends in, a number of the developing economies, 
it will be valuable to supplement the classification of 
industries according to kind of activity in the full 
system with the following: classification into modern 
(recent) and traditional modes (that is, technologies, 
organization and management) of production; and 
division into privately and publicly owned or controlled 
establishments. These two schemes of classification 
should be used independently in the further classifica
tion of certain categories of kind of economic activity. 

9.12. Separate use of the two additional schemes 
of classification should yield the most useful data for 
analytical purposes; and will fit best into the structure 
of the system. Modern modes of production or publicly 
owned or controlled establishments are likely to be 
concentrated in selected kinds of activity. Information 
is wanted on the prevalence of, and the differences in 
the size, cost-structure, productivity, stock of fixed 
assets and related characteristics between, modern and 
traditional units and private and public industries. 
Since publicly controlled establishments are likely to 
employ modern modes of production, using the sup
plementary schemes of classification in conjunction one 
with the other would unnecessarily complicate the 
tabulations. 
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9 13 The supplementary classifications are not re
quired in respect of enterprises since proxy classifica
tions are already included in the full system The 
institutional sectors for corporate and quasi-corporate 
enterprises, on the one hand, and households including 
non-financial private unincorporated enterprises, on 



the other, usually furnish suitable distinctions between 
modern and traditional modes of carrying on economic 
activity. And the institutional sectors for !he corporate 
and quasi-corporate units are sub-divided into public 
enterprises and private enterprises 

THE USE OF THE SCHEMES OF CLASSIF!CA TION 

Mode of producrion 

9.14. The kinds of activity for which ii may be 
most useful to draw distinctions between modern and 
tradiliopal modes of production are agriculture, each 
class of manufacturing, construction and perhaps 
wholesale and retail trade and transport. The two types 
of establishments, differing markedly in technology, 
scale and organization of production, are likely to 
exist side-by-side in the case of these kinds of activity. 
In the case of other activities, practically all the estab
lishments may be either traditional or modern in 
character. 

9. 15. In the case of the kinds of activity mentioned 
above, the series of data of the full systein which it 
may be most useful to classify according to the mode 
of production of establishments are included in the 
following supporting tables of annex 8.3: tables l and 
9, on the gross domestic product by kind of economic 
activity, at current and constant prices; tables 3 and 
12, on the gross output and input of industries, at 
current and constant prices; tables 7 and 16, on the 
composition of gross capital formation, at current and 
constant prices; and !able I 0, on employment according 
to kind of economic activity These tabulations will 
furnish information on such topics as the prevalence, 
factor shares, rate of growth and use of resources of 
modern and traditional-type establishments. The clas
sification according to these modes of production should 
also be useful for purposes of drawing distinctions 
b,Jween the sources of data, reliability and accuracy 
of the estimates in respect of the flows under dis
cussion 

Private and public establishments 

9 .16 In developing countries where public enter
prises play an important par! in the production of 
goods and services, ii will also be of considerable in
terest to classify the series of data called for in tables 
l and 9, 3 and 12, 7 and 16 and IO into privately 
and publicly owned or controlled establishments. This 
classification might be used in the case of each kind 
of economic activity where there is one or more public 
establishments Publicly owned or controlled establish
ments are part of government enterprises or public 
corporations while privately owned or controlled estab
lishments are part of private corporate, quasi-corporate 
or unincorporated enterprises. The classification of the 
suggested series of data will yield information on the 
characteristics of, and trends in, publicly and privately 
owned establishments, one relative to the other, in 
the case of each kind of economic activity. 

CRITERIA FOR CLASSIFICATION BY MODE 
OF PRODUCTION 

9. I 7. The classification of establishments according 
to mode of production should be based on criteria 

~uch as the. '.esources, facilitfos and. technology used 
m the act1v1ties, the manner m which production is 
organized and managed, and the scale of the operations. 
All production carried on in household premises should 
be classed as traditional; traditional-type establishments 
will often be part of unincorporated units. In the case 
of mining, manufacturing and construction, the use 
of power equipment of two horsepower or less might 
also be taken to indicate traditional modes of produc
tion. Little power equipment of course indicates a lack 
of capital equipment and the reliance on hand labour. 
Though the criterion of size should vary from one kind 
of activity to another, and perhaps from one country 
to another, the engagement of less than five persons 
might frequently be a suitable dividing line between 
the two modes of production This criterion should 
be of value in drawing the distinction between the 
traditional and modern-type establishments in the case 
of all of the kinds of activity to which the classification 
is to be applied. 

Supplementary accounts and tables 

9. I 8. Great disparities in the characteristics and 
trends of various parts of a developing economy may 
result in the need for special national accounting data 
in respect of some of the groups of transactors These 
data should be of value in measuring the prevalence and 
character of each portion of the economy, evaluating 
its potentiality for, and contribution to, economic and 
social development, and assessing the experience and 
problems of the group of transactors as the economy 
progresses. Portions of an economy for which it may 
be useful to com pile special series of data may be 
geographic and/or economic areas, kinds of economic 
activity which are leading or backward elements in 
economic growth, and the public sector. 

9.19. The special national accounting data can be 
presented in the form of tables, that is classifications 
of selected series of data according to area, etc., or in 
the form of sets of accounts. It will generally be simpler 
to use tables than sets of accounts because the flows 
dealt with in tables can be restricted to those in respect 
of which information is most urgently needed and most 
easily gathered and compiled. On the other hand, 
sets of accounts integrate data on all aspects of the 
economic activities of groups of transactors into an 
articulated frame. The accounts therefore furnish a 
means of studying and relating all aspects of the eco
nomic structure and experience of a specific group of 
transactors. The accounts also are of assistance in 
formulating and carrying out the systematic collection 
of data concerning the given group of transactors. 
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9.20. Supplementary tables to the production and 
capital formation accounts in respect of establishments 
which differ in scale and technology of production 
and in respect of public and private industries have 
already been discussed above. This section of the 
chapter deals with supplementary sets of accounts in 
respect of selected areas, key kinds of economic activity 
and the public sector. It starts with a discussion of sets 
of accounts and tables in respect of areas. The three 
sets of accounts are set out in annex 9. 1. 



Areas 

TYPES OF AREAS 

9.2 L A number of developing countries may find 
it of value to compile special national accounting data 
in respect of selected rural and urban areas, or even 
all of the rural and urban portions, of their econ
omy. 

9. 22 The rural areas of most developing countries 
will account for a major part of the population and 
production of their economy Traditional modes of 
production may characterize a substantial part of the 
agricultural activity carried on in these areas; and 
practically all of the subsistence production of a coun
try will take place there The rural areas are a major 
source of the labour for the expanding industries of a 
country; are the subject of increasing attention in efforts 
to raise levels of productivity and living. The character, 
and the experience in the course of development, of 
the various rural areas of a developing country may 
differ significantly The differences may reflect such 
circumstances as the kinds of agricultural production 
engaged in, the proximity to urban areas and the 
extent of subsistence production, the pattern of land 
tenure and the organization of production 

9.23 In general, rural areas might be defined in 
terms of the density of population and the prevalence 
of agriculturai pursuits. If it is not feasible to use 
density of population of the unit-area of classification, 
the magnitude of its population might be used The 
unit-area of classification should be entire, small govern
mental administrative areas such as localities, that is 
villages, fishing camps, etc , groups of villages, or 
districts or counties- Using governmental administrative 
areas will be of material assistance in dealing with 
the transactions of government and in compiling data 
in respect of other transactions While the units of 
classification should be small, it will, in general, be 
desirable to aggregate the unit-areas into groups for 
purposes of compiling and presenting the most useful 
national accounting data. The members of each group 
might be contiguous or non-contiguous It may, for 
example, be of value to group together all rural areas 
where much of the agricultural production is subsis
tence in character, irrespective of the geographic loca~ 
tion of the areas; or the rural areas of the regions of a 
country The regions might be delineated in the light 
of economic criteria or geographic governmental admin
istrative areas. It may also often be useful to sum 
data in respect of all the rural areas of a country. 

9.24 Urban a1eas are likely to exhibit marked 
economic growth and increasing populations, and thus 
difficult social problems, in the course of economic 
development. The expansions in manufacturing produc
tion, and the increasing commercial activity which is 
a concomitant of economic development, are likely 
to be centred in urban areas. Much of the rise in the 
capital formation of a developing country may also 
take place there These areas form the heart of the 
monetai y part of the economy. While all the urban 
areas of a developing country may play a dynamic role 
in economic development, the predominant kinds of 
economic activity, the pace and pattern of growth, and 
the character of the economic and social problems to 

be resolved are likely to differ from one area to 
another 

9 25 The corollary of the suggested definition of 
rural areas is that the urban areas should be defined 
in terms of density of population and the prevalence 
of non-agricultural pursuits of entire, small govern
mental administrative areas. The unit-area of obser
vation might be localities such as the town, city, 
districts or counties As in the case of rural areas, the 
use of governmental administrative areas should ease 
the difficulties and burden of compiling national ac
counting data and enhance the usefulness of the ac
counts for purposes of planning and administration 
The types of non-agricultural pursuits which are of 
particular interest in identifying urban areas arc manu
facturing. the distributive trades, and financial and 
commercial services If it is not feasible to use the 
density of population as a criterion in the definition of 
urban areas, the magnitude of the population of the 
locality, etc, might be used. In the case of urban 
areas, it may be valuable to compile national accounting 
data in respect of both individual large, important 
cities and aggregations of urban areas according to 
economic or governmental administrative-geographic 
regions of the country. Tabulations summarizing the 
data in respect of all urban areas of a country may 
also be of interest for some analytical purposes. 

SuPPt EM ENT ARY r ABLES 

9 26 The Rows which it may be of considerable 
analytical value to classify according lo categories of 
rural and urban areas are included in the production, 
consumption expenditure and capital formation ac
counts and the income and outlay accounts of the full 
system. The supporting tables in which these flows are 
presented are (i) tables I and 9, in respect of the 
gross domestic product at current and constant prices, 
(ii) tables 6 and I 5, concerning the household final 
consumption expenditure at current and constant 
prices, (iii) tables 7 and 16, on the gross capital for
mation at current and constant prices, (iv) table IO, 
on employment according to kind of economic activity 
and (v) table 18, on national and disposable income. 
It may be noted that these suggested tables include most 
of supplementary tables suggested for purposes of clas
sifying series of data according to mode of production 
or according to public and private establishments. It is 
likely to be especially difficult, and perhaps impractic
able, to compile data classified according to areas in 
respect of the main flows of table 18. In each case it 
may be of interest to show the main aggregate, or 
aggregates, and its most important elements called for 
in the table, classified according to categories of rural 
and urban areas It may also be of interest to use a 
condensed version of the classification according to kind 
of economic activity, mode of production and class of 
producers in respect of selected urban areas in the case 
of tables I and 9 and 7 and 16 A simplified version of 
the classification of household consumption expenditure 
by object in tables 6 and 15 in the case of certain 
categories of rural and urban areas will be of value in 
analysing levels of living in various parts of the 
country. 

210 

_j 



THE CHARACTER AND STRUCTURE OF ACCOUNTS IV 

9.27. In addition to supplementary tables, it may 
be of analytical and instrumental value to compile 
supplementary sets of accounts in respect of categories 
of rural or urban areas The Accounts IV in annex 
9 I illustrate the set of accounts which a developing 
country might find it useful to work out in respect of 
contiguous or non-contiguous rural areas. The illustra
tive accounts should in most respects be useful for 
purposes of dealing with urban areas as well The 
essential differences between the Accounts IV shown 
in the annex and the set of accounts which might be 
devised in respect of urban areas relate to the predo
minant kinds of economic activity and the significance 
of subsistence production The character and structure 
of accounts would remain the same 

9.28. As in the full system, the Accounts IV con
cern the transactions of the economic agents resident 
in the area to which the accounts relate With the 
exception of certain government services, the definitions 
of resident economic agents in the full system might 
be used Except for these government bodies, the 
accounts then relate to all the production which takes 
place in the given area and all the other transactions 
of residents of the area 

9 29. Under this alternative, the production, con
sumption expenditure, capital formation and other 
transactions of government services located in the area 
which do not primarily serve residents of the area 
are excluded in order to avoid overstating the services 
which are available to the residents. The units of the 
central and provincial or state authorities located in 
the area which do not primarily serve the residents, 
for example, military camps, tax collecting departments, 
are considered to be extra-territorial enclaves A share 
of the activities of these government bodies is not to be 
allocated to the area; and transactions between residents 
of the area and these bodies are considered to be ex
ternal transactions 

9.30. The alternative to this treatment of the 
government bodies in question is to attribute at least 
their production and capital formation to the areas 
where they are located. An appropriate share of the 
consumption expenditure of these government servic~s 
might be, or might not be, allocated to. the area m 
which each is located Whatever production of gross 
output of the bodies for their own use is not assigned 
to the area would be classed as an export of the area. 
The income and outlay of the area in question would 
then show transfers of the receipts, if any, of the given 
government bodies to the parent central or provincial 
or state government and transfers from these organs 
back to the government bodies in order to finance any 
portion of their consumption expenditure which is 
allocated to the area in question The capital finance 
account of the area would portray nominal capital 
transfers from the parent organ to the resident govern
ment bodies under discussion for purposes of financing 
their fixed capital formation. 

9 3 I. The illustrative Accounts IV are a closed, 
articulated system of accounts; and are based on the 
entire range of accounts in the full system The accounts 
are similar in structure to the consolidated accounts of 

the nation, the Accounts I, except that Account I I 
has been deconsolidated into two simplified accounts: 
one in respect of the supply and use of goods and 
services; and the other concerning the gross output 
and cost-structure of resident producers The structure 
and flows of the Accounts IV is, as far as is possible, 
consistent with the full system The only significant 
deviation in structure is the combination of transactions 
in commodities and other goods and services into a 
single account As compared to the full system, the 
Accounts IV exhibit a number of simplifications in the 
classification of transactors and transactions and in the 
treatment of transactions, These simplifications are 
designed to make the compilation of th_e accou_nts 
feasible while providing for the essential 111format,on 
for purposes of economic and social analysis Examples 
of these simplifications in the flows of the full syst~m 
are the use of gross operating surplus and gross saving 
and the consolidation into a single flow of a number 
of categories of current transfers . So that it_ will be 
feasible to account for the transactions of res,dents of 
the area under study with non-residents, it is sugg7sted 
that these transactions also be recorded on a highly 
consolidated basis. The simplifications and other modi
fications suggested in the illustrative Accounts IV are 
discussed below 

THE PRODUCTJON, CONSUMPTION EXPENDITURE AND 
CAPITAL FORMATION ACCOUNTS 

9 32. As is the case of the Accounts II A and B of 
the full system, the illustrative Acco~nt IV A a is !he 
result of consolidating the production, consumpt10n 
expenditure and capital formation accounts of the 
system. However, in contrast to the Accounts II, the 
transactions in commodities and other goods and ser
vices are dealt with in a single account This should 
simplify the compilation of data; and has the advant_age 
of portraying the full supply of goods and servic:s 
from domestic production in a single account, as in 
the case of the accounts in respect of resident producers 
The Account IV A a also differs from the comparable 
accounts of the full system in that commodities are to 
be valued at purchasers' values. 

21 I 

9.33 The illustrative Account IV A b is formed 
by combining the productio_n a~counts of producers 
in the full system WhJie thlS will reduce the burd~n 
of compiling the account, it should yi7ld the, essentJ~I 
information on the production which JS earned on rn 
an area. The structure of the account is fully consistent 
with the structure of the comparable accounts of the 
full system. The account includes a special classifica
tion of gross output into production for own acc'?~nt 
and production for sale in the cas_e of comm:id1t1~s 
and other goods and services. ThlS clasSJficat,on IS 

designed to measure the extent of, and tre_nds _rn, sub
sistence and other non-marketed production m rural 
areas. The categories, operating surplus and consump
tion of fixed capital are combined into a single_ flow, 
gross operating surplus, in view of the difficulties of 
making reliable estimates of t_he. consumpt10n of fixed 
capital at early stages of stat,stJcal develo~ment. _The 
gross operating surplus of the producers JS class,fied 
according to whether they produce for the market 
mainly or own-account mainly. 



THE INCOME AND OUTLAY AND CAPIIAl FINANCE 

ACCOUNfS 

9.34 While the classifications of income and outlay 
and capital transactions in the full system are consi
derably simplified, the Accounts IV B are, in most 
respects, consistent with the structure of the full sys
tem The exception to this is the recording of gross 
operating surplus in the income and outlay account. 
Saving is also recorded gross of consumption of fixed 
capital in the case of the incQme and outlay and capital 
finance accounts of the Accounts IV, but this proce
dure does not involve a modification in the structure 
of the full system. 

935. Other major reductions in the detail of classi
fication, as compared to the full system, which are 
introduced in the Accounts IV B, relate to current 
transfers and transactions in financial claims, Income 
and outlay transactions in respect of casualty insurance 
and unrequired transfers, except direct taxes on income 
and similar payments to government bodies, are re
corded in a single item, on a consolidated (net) basis. 
The capital finance account is truncated, exhibiting 
net borrowing only, in order to avoid the difficulties 
of compiling data in respect of transactions in various 
financial assets and liabilities. 

9.36. On the other hand, so as to separate mone
tary and non-monetary transactions, the Accounts 
IV B call for the additional classification of the gross 
disbursements and receipts of property income into 
transactions in kind and in money. This classification 
is suggested in view of the importance of share crop
ping in the case of many developing countries. It may 
be found desirable to add supplementary classifications 
in the case of other flows. For example, the gross 
operating surplus of producers might be subdivided 
into enterprises producing mainly for the market and 
units producing mainly for their own consumption or 
capital formation. The distinction between the two 
categories of producers might be based on whether 
or not more than half, three-quarters, etc., of their 
gross output is for sale in the market. The flows in 
respect of final consumption expenditure and gross 
fixed capital formation in Accounts IV B, in addition 
to these flows in Accounts IV A, might be classified 
into items produced on own account and items pur
chased. The sub-division of aforementioned flows into 
marketed and non-marketed should distinguish between 
the sources and reliability of the estimates, as well as 
between monetary and non-monetary transactions 

Key kinds of activity 

THE KINDS OF ACIIVIIY 

9.37. Developing countries may find it valuable to 
compile supplementary sets of accounts in respect of 
kinds of economic activity which yield the important 
exports of their economy or which play a leading role 
in economic development by supplying import substi
tutes, or other goods in considerable demand, to the 
national market The set of accounts should yield a 
bod•· of coherent data on all the transactions of the 
selected kinds of producers so that the structure, expe-

rience and practices of their production of commodities, 
their distribution and saving of income, and their 
financing of capital formation may be analysed to
gether. The information should be of assistance in ana
lysing the trends; potentialities and problems of growth 
in the case of these kinds of economic activity. 

9.38. The key kinds of economic activity will of 
course vary from one developing country to another. 
These activities may be types of agriculture, mining 
or manufacturing. As part of planning and improving 
the infrastructure of a developing country, it may be 
advantageous to compile the accounts in respect of 
strategic forms of transport or in respect of construc
tion. In view of the importance of agricultural produc
tion in the case of the developing countries, it may 
be useful to compile a set of accounts in respect of all 
agricultural production. In general, a separate set of 
accounts might be prepared for each key kind of 
economic activity. The Accounts V in annex 9. l are 
intended to illustrate the set of accounts which might 
be compiled. 

CHARACTER AND STRUCTURE OF ACCOUNTS V 

9.39. So as to correlate the production and capital 
formation, receipts and disposition of income, and 
other sources of finance of a key kind of activity, the 
same transactors should be dealt with in all the accounts 
of the Accounts V. It may therefore be desirable to 
cover all of the transactions of the owners of establish
ments any of which mainly engage in the key kind 
of economic activity in question. As a result the Ac
counts V will include the establishments of the afore
mentioned owners which are not mainly engaged in the 
key kind of activity; and at least all of the key kind 
of activity that it is feasible to identify and segregate 
will be covered. 

9.40. The owners of the establishments which would 
be of interest if the Accounts V are compiled may be 
corporate or quasi-corporate enterprises or members 
of households in the case of private non-financial unin
corporated businesses. As in the full system, the estab
lishment is to be the statistical unit in the case of the 
production and capital formation accounts; and the 
enterprise or the household of the owners of the unin
corporated units is to be the statistical unit in the 
case of the income and outlay and capital finance 
accounts. In accordance with the institutional sectoring 
of the full system of national accounts, the Accounts 
V therefore contain two sets of income and outlay 
and capital finance accounts. 
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9.4 L The Accounts V contain the same accounts 
as the full system of national accounts; and these ac
counts are consistent with the structure and content of 
the full system in practically all respects. The sole 
significant deviation is the use of gross operating sur
plus and gross saving in the income and outlay ac
counts The classifications of the full system are also 
modified in a few instances, in the light of the cir
cumstances in which the Accounts V may be compiled. 
The set of accounts does not form a closed, fully arti
culated system since an account on the transactions 
of the transactors covered with other economic agents 
is not included Thus Accounts V are sector accounts-



THE PRODUCTION, CONSUMPTION EXPENDITURE AND 

CAPITAL FORMATION ACCOUNTS 

942, The two Accounts V A, one on the supply 
and disposition of the commodities produced by the 
establishments covered in the accounts and the other 
on the cost-structure and gross output of these establish
ments, are like the production accounts of the full 
system for commodities and industries, The consump
tion expenditure and capital formation accounts of 
the system enter into these accounts at the points 
of intersection with the production account for the 
commodities in question In general, the former ac
counts will relate to transactors who are not covered 
in the Accounts V, 

943, Account V A a covers transactions in all the 
commodities produced by the establishments covered 
in the Accounts V, whether these commodities are, 
or are not, the characteristic products of the given key 
kind of economic activity, but the imports of only those 
commodities which are the characteristic products of 
the key kind of economic activity_ The same domestic 
production is therefore covered in Account V A a and 
Account VA b; and links are forged between the 
sources of demand for the gross output and the cost
structure of the establishments covered in the Accounts 
VA. The gross output of the establishments covered 
in the accounts is classified into the commodities which 
are the characteristic products of the key kind of 
economic activity and other commodities. In addition, 
the characteristic commodities of the key kind of 
activity are divided into those produced by establish
ments mainly engaged in this activity and units of the 
owners of the preceding establishments which are not 
mainly engaged in the key kind of activity. 

9-44 It may be advantageous to compile two sets 
of Accounts V A: one for establishments mainly en
gaged in the key kind of industry; and the other for 
the remaining establishments of the enterprises covered 
in the accounts. Use is to be made of producers' values 
in the case of the gross output of the establishments 
covered in both the Accounts V A 

THE INCOME AND OUTLAY AND CAPITAL FINANCE 

ACCOUNTS 

9-45 _ While the Accounts VB are consistent with 
the structure of the full system of national accounts, 
the segregation of the transactors to be covered in 
the accounts does not correspond exactly to the classi
fication of the full system in respect of the kind of 
economic activity of non-financial corporate and quasi
corporate enterprises or of households, The accounts 
cover not only enterprises mainly engaged in the key 
kind of economic activity but also the owners of any 
establishments which mainly engage in the key kind 
of activity. In the case of the full system, however, 
non-financial corporate and quasi-corporate enterprises 
and the households of owners of unincorporated en
terprises are classified according to the main kind of 
activity of these enterprises. 

9-46. In the case of the households of owners of 
non-financial unincorporated enterprises, but not the 
corporate and quasi-corporate enterprises, the income 

and outlay and capital finance accounts of the full 
system are substantially simplified in the Accounts V, 
In the income and outlay account of the households, 
transactions in casualty insurance and in most cate
gories of current transfers, which are exhibited separ
ately in the corresponding account of the full system, 
are consolidated into the entry "Current transfers n,e.c., 
net" The exceptions are transactions in direct taxes 
on income and social security In the capital finance 
account of the households, the detail of classification of 
transactions in financial claims has been markedly 
abbreviated. Saving and operating surplus are also 
to be entered gross of depreciation 

The public sector 

REQUIREMENTS FOR DATA 

9-47. In view of the important role which the public 
authorities have in the economic development of most 
developing countries, the countries may find it desirable 
to compile a set of accounts in respect of the public 
sector, that is, public enterprises and government ser
vices. The accounts would portray the role of the public 
authorities in supplying goods and services to the 
economy and the demands on the resources for pro
duction which the public authorities make, The ac
counts would also delineate the means of financing 
production, consumption and capital formation used 
by the public authorities, their contribution to inflation
ary or deflationary pressures and their role in the 
redistribution of incomes, For a number of these pur
poses it will be useful to compile the supplementary 
tables outlined in paragraph 9, I 6 in respect of public 
enterprises and the standard accounts and tables of the 
full system relating to general government and the 
public sector The set of accounts under discussion 
here, the Accounts VI of annex 9,.1, bring together 
and interrelate the main data in respect of the various 
transactions of public enterprises and general govern
ment bodies. 

CHARACTER AND STRUCTURE OF ACCOUNTS VI 

9.48. The Accounts VI fit into the framework of 
the full system of national accounts, The production 
accounts of public enterprises (industries) and pro
ducers of government services are separated; and the 
same detail of classification of transa~tions is suggested 
in the case of the Accounts VI as in the full system. 
The basic data required for compiling the accounts 
should be available from the accounting records and 
budgets of public enterprises and the public authori
ties. The Accounts VI do not represent a closed system 
of accounts; they are like sector accounts, 
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THE PRODUCTION ACCOUNTS 

9-49. The suggested Accounts VI on goods and 
services are restricted to the production accounts of 
public enterprises and government services b~caus_e 
it is impracticable to compile figures of the d1spos1-
tion of their gross output except the production of the 
government services for their own use, The structure 
and content of the suggested production accounts are 
the same as in the full system. The valuation of the 



production-account flows in respect of public industries 
and government services is also as in the full system. 

THE INCOME AND OUTLAY AND CAPITAL FINANCE 

ACCOUNTS 

9. 50 The suggested Accounts Vl B a on income 
and outlay and capital transactions represent a com
bination of the corresponding accounts of the full sys
tem of national accounts in respect of public non
financial corporate and quasi-corporate enterprises, 
public financial institutions and general government. 
The transactions of the public enterprises and general 
government organs are to be consolidated so as to avoid 
showing the numerous transactions between these units 
which have little, if any, economic significance and to 
indicate clearly the transactions of the public sector 
with the rest of the economy In order to facilitate the 
analysis of the relative roles of corporate and quasi
corporate public enterprises and general government in 
the transactions of the public sector, separate income 
and outlay and capital finance accounts in respect of 
each of these parts of the public sector are included in 
the Accounts VI B While the transactions of general 
government organs are to be consolidated in the case 
of the Accounts VI B c, the transactions of corporate 
and quasi-corporate public enterprises are to be com
bined in the case of Accounts VI B b This corresponds 
with the treatment of the transactions of general govern
ment organs and public enterprises in the full system. 
It should be recalled that while the .full system does not 
call for a standard account or table in respect of the 
income and outlay and capital transactions of corporate 
and quasi-corporate public enterprises as a distinct 
category, it does include a standard account and a 
more detailed supporting table in respect of these 
transactions in the case of general government. Some 
developing countries may consider it desirable to com
pile separate income and outlay and capital finance 
accounts in respect of each of the sub-divisions of the 
public sector, that is corporate and quasi-corporate 
non-financial public enterprises, financial public insti
tutions, central government, state and local govern
ment, and social sec;urity funds 

Supplementary tables 

9.5 I. In addition to the tables described in para
graphs 9.15, 9 16 and 9.26 above, which result from 
the introduction of supplementary classifications into 
the supporting tables of the full system of national 
accounts, developing countries may find it valuable to 
compile the tw0 supplementary tables set out in 
annex 9. l Table 27 is designed to summarize informa
tion in 1espect of the relative importance of the mar
keted and non-marketed portions of the gross output·· 
of an economy. Table 28 is primarily intended to be a 
simplification of table 2 of the full system so that it 
may be feasible to compile urgently needed data on 
the supply and use of commodities at early stages of 
statistical development. 

TABLE 27 

9.52. Talle 27 is designed to summarize the share 
in the gross output of an economy of market and 

subsistence producers and of marketed and non-mar
keted gross output It also calls for data on the way in 
which the marketed and non-marketed goods and ser
vices are disposed of. The table should be of value in 
assessing the circumstances in which production for 
own account and for the market is carried on, and in 
relating the supply of the money to the goods and 
services purchased with money Further, the table may 
be of use in evaluating the reliability of data in respect 
of gross output. 

9.5.l Table 27 requires classifications which are 
supplementary to the classifications of the full system 
and which have already been used in the Accounts IV. 
Industries are classified into those mainly producing for 
the market and those not mainly producing for the 
market; and the commodities produced by each cate
gory of industries are classified according to whether 
marketed or not marketed The classification of indus
tries is required because while production for own 
account by units mainly producing for themselves 
should be considered to be part of the non-monetary 
portion of an economy, this type of production by 
industries mainly producing for the market should be 
classed as part of the monetary segment As is indicated 
in paragraph 27 above, the dividing line between the 
two categories of industries is somewhat arbitrary; and 
should be set by each country in the light of its own 
economy. 

TABLE 28 

9 54. Table 28 should be of value for analytical and 
instrumental purposes It calls for data which may be 
used to study the structure of, and trends in, an econ
omy in terms of the gross output of goods and services 
and the pattern of the supply of, and demand for, 
goods and services. It also furnishes a frame for the use 
of commodity flows in making and cross-checking 
estimates at current and constant prices in respect of 
the gross output of, value added in the production of, 
and intermediate and final expenditures cin, goods and 
services It may be found useful to compile table 28 at 
constant prices, as well as at current prices 

9.55 Table 28 is a much simplified version of 
standard tables 2, in current prices, and 11, in constant 
prices, of the full system of national accounts; and 
represents an extension of table 2 a, which is presented 
in the notes to tables l through 7 of annex 8.3. Pur
chasers' values are not partitioned into producers' 
values, distributive-trade and transport margins and 
commodity taxes, net, in the case of the data called for 
in respect of the dispositions of commodities. Dis
tributive-trade and transport services are, in effect, not 
considered to be distinct commodities; and the value 
of these services or of commodity taxes, net, is not to 
be shown in the case of each type of disposition 
Instead, these values are to be exhibited in the series 
in respect of the supply of commodities, as addition to 
the producers' values of each category of commodities. 
Table 28 deviates from the structure of the full system 
in this respect only .. The other simplifications in stan
dard tables 2 and 11 made in table 28, due primarily 
to the omission of the classification of the intermediate 
consumption of industries according to kind of eco
nomic activity, represent straightforward combinations 
of categories of the full system. 
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9.56. Table 28 also calls for an extension of tables 
2 and 11 to include data in respect of the supply and 
disposition of goods and services other than com
modities This is one of the important ways in which 
table 28 differs from table 2 a of annex 8. 3 The other 
main difference between tables 28 and 2 a are the 
separation of the intermediate consumption of indus
tries, government services and private non-profit ser
vices; and the provision of columns in respect of the 
final consumption of the non-profit services As a 
result, table 28 relates to the supply and disposition of 
all goods and services; and may be used as a frame 
ior comp'ling complete figures of value added and final 
consumption expenditure 

Orders of priority in compilation 

GENERAL CONSIDERATIONS 

9 57. The sequence in which it is suggested that 
developing countries might start the compilation of the 
standard accounts and supporting and supplementary 
tables of the full system of national accounts is set out 
in annex 9 .2 Since the supplementary accounts and 
tables discussed in this chapter are not intended to be 
recommendations as to the tabulations to be prepared 
by developing countries in general, they are not covered 
in the list of priorities Four orders of priority are used 
to suggest the sequence in which the standard accounts 
and tables might be worked out 

9.58. The suggested list of priorities is designed to 
furnish guidelines as to the sequence in which a de
veloping country may find it desirable to develop its 
system of national accounts and the associated eco
n?mic statistics. The list is the result of weighing the 
difficulties of gathering the basic series needed to 
estimate national accounting data against the urgency 
with which the national accounting series are required 
Each country will of course find it necessary to adapt 
the suggested priorities to its own needs and cir
cumstances 

9.59 The highest priority has been assigned to the 
compilation of the accounts and tables which are 
urgently needed and which may be prepared from basic 
data that are, for the most part, already available in 
the case of a number of developing countries Where 
th~ urgently required basic series are not yet available, 
1t 1s suggested that the highest priority be assigned to 
gathering these series. 

PRIORITY 

9. 60. Priority I covers the consolidated accounts of 
the nation and many of the flows of the deconsolidated 
production accounts and the associated tables in cur
rent prices Also included in the first order of priority 
are data on external transactions, the activities of 
government and the financial transactions of the mone
tary system. 

9.6 L The main aggregates of the consolidated 
accounts furnish a summary of the dimensions and 
workings of an economy So as to make it feasible to 
compile the cmsolidated accounts during the course of 

the first stage in developing the system, it may be 
necessary to use concepts of operating surplus and 
saving which are gross of consumption of fixed capital 

9 62 The production accounts of Accounts 11, and 
the related tables, furnish vital data for planning and 
furthering the production of goods and services which 
are essential lo development. Commodity statistics may 
be available at a relatively early stage of statistical 
advancement As a consequence, Priority I has been 
assigned to a simplified version of table 2, on the supply 
and disposition of goods and services, and to the pro
duction accounts and associated supporting tables on 
the goods producing industries, transport and dis
tribution 

9 63. In the case of government bodies, the income 
and outlay accounts, as well as the production accounts, 
and a number of the series in the associated tables, 
have been assigned the first order of priority Basic 
materials for making these estimates should be avail
able in government budget and accounting records. The 
first order of priority has also been given to the 
accounts on the income and outlay and gross accumu
lation of corporate and quasi-corporate non-financial 
enterprises and the capital finance account of financial 
institutions. The administration of company and 
banking laws and regulations should yield the required 
data for compiling these tabulations 

PRIORITY 2 

9 64 The second order of priority has been 
allocated to information which is also urgently required 
but which involves the gathering of more difficult basic 
data. Included in the second orders of priority of com
pilation are the remainder of the Acco<'lnts II and a 
number of tlie more detailed supporting tables to the 
production, consumption expenditure and capital for
mation accounts; the main series of data in constant 
prices; and essential but difficult series on income and 
outlay and capital transactions It is also suggested that 
at this stage in evolving the system of national accounts, 
efforts be made to prepare suitable estimates of the 
consumption of fixed capital 
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PRIORITIES 3 AND 4 

9.65. Third and fourth orders of priority have been 
assigned to the parts of the full system of national 
accounts which are not urgently required or which are 
particularly difficult to compile For example, included 
in these orders of priority are the estimates in respect 
of the capital finance account, as well as the associated 
supporting tables, of hovseholds. The basic data re
quired to compile these estimates are particularly diffi
cult and costly to gather. Though the input-output 
tables of the full system are of considerable value in 
economic planning and programmi.ig, these tables are 
included here in view of the problems of compiling 
them. Complete series of data on transactions in finan
cial assets and liabilities have been assigned the lower 
orders of priority since some of these data are probably 
less urgently needed than other data of the full system 
in the case of the developing countries; and are much 
more difficult to gather 
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Supplementary accounts and tables 

IV, ACCOUNTS FOR SELECTED AREAS - ILLUSTRATIVE 
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enterprises of the ke.y kind(s) of economic 
activity 
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Account 5 
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Capital finance account 

Accourns FOR THE PUBLIC SECTOR 

A Production accounts 
Account la Production account - public en• 

220 
221 

terprises 222 
Account lb. Production account - producers 
of government services 222 

8. Income and outlay and capital finance accounts 
a Public sector (consolidated) 

b 

Account 3 Income and outlay account 
Account 5 Capital finance account 
Corporate and quasi•corporate public enter• 
prises 
Account 3 

Account 5 
Income and outlay account 
Capital finance account 

c General government (consolidated) 

222 
223 

223 
224 

Account 3 Income and outlay account 224 
Account 5 Capital finance account 225 

Table 27 Gross output of goods and services 226 

Table 28- Supply and disposition of goods and services 227 
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IV. Accounts for selected areas - illustrative accounts for a rural area 

A PRODUCTION, CONSUMPTION EXPENDITURE AND CAPITAL FORMATION ACCOUNTS 

a Goods and services-Accounts 1, 2 and 4 

I 1 1 1 Characteristic products of agri
culture and hunting, forestry and 
fishing (b I I I I) 

Produced on own account 
ii Other 

l 1 . l 3 Characteristic products of other 
industries in area (b I 1 L3) 

Produced on own account 
ii Other 

I I. 2 Gross output of other goods and 
through services ( b I 1 2 through b l 1 8) 
11 8 

Supply 

I 2.1 
through 
I 2 3 

2 2 30 

2 2 20 

Intermediate consumption, indus
tries, producers of government ser
vices and producers of private non
profit services (b I 2 I through b 
I 2.3) 
Private final consumption expen
diture (3 2 30) 

Household consumption of 
commodities produced on own 
account 

ii Other 
Government final consumption ex
penditure ( 3 2 20) 

4 2 .5 1ncrease in stocks ( 5 .2 5} 
4 2 6 Gross fixed capital formation 

( 5 2 6) 

I 2 IO

I I 10 

In commodities produced on 
own account 

ii In commodities purchased 
Exports of goods and services out 
of the area, net (6 2 10-6. l 10) 

Disposition 

b Producers - Account I. Production account 

I 21 
through 
I 2.3 

I 3 I 

1.3.4-
1 3.5 

I 3.2+ 
133 

Intermediate consumption, indus
tries, producers of government ser
vices and producers of private non
profit services (a I 2 I through a 
1.2.3) 
Compensation of employees (3.3. 1) 
Indirect taxes. net 13 3.4+(6.3 4-
6.35)] 
Gross operating surplus ( l 3 .2+ 
333) 

Producers mainly producing for 
own account 

ii. Enterprises mainly producing 
for market 

Gross input 

I I.I I 

I I I 3 

I 1.2 
through 
I LB 
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Gross output of characteristic prod
ucts of agriculture and hunting, 
forestry and fishing (a t l .l .t) 

For own account 
ii Other 
Gross output of characteristic prod
ucts of other industries ( a I 1 ! 3) 
i. For own account 
ii Othe1 
Gross output of other goods and 
services ( a I I 2 through l. 1 8) 

i For own account 
ii Other 

Gross output 

Airnimts IV co11ti,wt 



JV. Accounts for selected areas - illustrative accounts for a rural area (continued) 

3 2 30 

3 2 20 

34 6 

3.6 1 
through 
J 6 J 
33 3+ 
J 7 1 

5 2 5 
5 2 6 

62 10-
6 1 10 
642 

6 6 23 
676 
678 

B INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNTS 

Account 3 Income and outlay account 

Private final consumption cxpendi• 
lure (2230) 
Government final consumption ex
penditure ( 2 2 20) 

Property income I 3 4 7 + ( 6 4 6-
6 4 7) I 
i. ln kind 

ii In money 

Direct taxes and the like, net (6 6 1 
through 6 6 3) 

Gross saving (5 3 3+5 7 l) 

332+ 
333 
3 3 1 
342 

3 4 7 

334 

3 6 23 

Gross operating surplus ( l 3 2+ 
13 ]) 

Compensation of employees ( 1 3 1 ) 

Compensation of employees from 
outside the area, net (6 4 2) 
Property income f3.4 6-(6 4 6-
64.7)] 
i In kind 
ii 1n money 

Indirect taxes received by local 
government of area ( l. 3 4-6 3 4) 
Other current transfers, net (6 6 23) 

Disbursements Receipts 

Account 5 Capital finance account 

Increase in stocks ( 4 2 5) 5 3 3+ Gross saving (J 3 3+3 7 1) 
Gross fixed cnpitai formation 5 7.1 
(4 2.6) 

Gross accumulation 

5,7 6 
5 7.9 

C. :ALL ACCOUNTS 

Capital transfers, net ( 6 7 6) 
Net borrowing (6 7 8) 

Finance of gross accumulation 

Account 6 External transactions 

Exports of goods and services out 64.6-
of the area, net ( 1210-1 1.10) 647 
Compensation of employees from 6.6.1 
outside the area, net ( 3. 4 .2) through 
Other current transfers, net (3 .6 23) 6 6 3 
Capital transfers, net (5 7 6) 6 34-
Net borrowing ( 5 .7 9) 63.5 

Receipts 
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Property income. net (3.4 6-3-4.7) 

Direct taxes and the like, net (3.6 l 
through 3 6 3) 

Indirect taxes, net, to central and 
state governments \ ( l 3.4-t .3 5)-
3 3 4] 

Disbursements 



V. Accounts for key kind(s) of economic activity 

A PRODUCTION, CONSUMPTION EXPENDITUkE ANO CAPITAL FORMATION ACCOUNl'S 

I I I I 

I II 2 

II I 3 

I I 11 

1.2 I 
I 3 I 

132+ 
1.33 
1.3 4 
I 3.5 

a Commodities - Accounts I. 2 and 4 

Characteristic products of key indus
try{ ies) produced by establishments 
in the key industry(ies) (b 1 1 I 1) 
Characteristic products of key in
dustry( ies) produced by other es~ 
tablishments of covered enterprises 
(b I I I 2) 
Other products of the establishments 
of covered enterprises ( b I . I 1 3) 
Competitive imports with charac
teristic products of key industry(ies) 

Supply 

I 2 I 
through 
I 2 3 

224 

4 2 5 
426 

I 2 I I 

Intermediate consumption. indw;
lries. producers of government ser
vices and prodm:ers of private non
profit services 

Final consumption expenditure in 
the domestic market, households 
Increase in stocks 

Gross fixed capital formation 

Exports 

Disposition 

b Industries- Account l Production account 

Intermediate consumption 
Compensation of employees 

Gross operating surplus 

Indirect taxes 
l e5s Subsidies 

Gross inpul 

I I I I 

I I I 2 

I I 1.3 

Charactcri~tic products of key indus~ 
try(ies) proctuced by establishments 
in the key industry(ies) (a 1 1 1 t) 
Characteristic products of key in
dustry{ies) produced by other es
tablishments of covered enterprises 
( a I I I 2) 
Other products of the establishments 
of covered enterprises ( a I I . I. 3) 

Gross output 

B INCOME ANO OUTLAY AND CAPITAL FINANCE ACCOUNTS 

a Corporate and quasi-co~porate enterprises covered in key kind(s) of economic activity 

Account 3 Income· and outlay account 

34.4 

3.4 6 

36.l 
and 
3.6 2 
3,6 8 

3.6 13 

{
3.7.I 
3.3 3 

Withdrawals from entrepreneurial 
income of quasi~corporate enterprises 

Property income 
1 Interest 
2 Dividends 
3 Rent 
Direct taxes and the like 

Unfunded employee welfare bene• 
fits 
Current transfers n e c , net 

Saving (a 5. 7 I) 
Consumption of fixed capital (a 
5.3.3) 

Disbursements 

{
3 32 

.33 3 

347 

35 2 
367 

219 

Operating surplus ( I 3 2*) 
Consumption of fixed 
( I 3.3'') 
Property income 
I. Interest 
2 Dividends 
3. Rent 

capital 

Casualty insurance claims 
Unfunded employee welfare con• 
tributions imputed 

Receipts 

Accou-nts V co11ti,u1,i 



525 
52 6 

574+ 
5.7 5 

5.7 8 
5.8.l 
582 
5.8 .. 3 

584 
5.8.S 
586 

5.8.7 
and 8 
5 8 11 
5.8.12 
and l3 

3.2.32 
34.6 

36.l 
and 2 
3 .. 6.3 
371+ 
3.3.3 

V. AccounlB for key kind(s) of economic activity (conlinued) 

D INCOME ANO OUTLAY AND CAPITAL FINANCE ACCOUNTS (continued) 

a Corporate and quasi-corporate enterprises covered in key kind(s) 
of economic activity {continued) 

Account 5 Capital finance account 

Increase in stocks 
Gross fixed capital formation 
Purchases of land and intangible 
assets, net 

Gross accumulation 

Net borrowing ( a 5 7. 9) 
Gold 

·{5.7 l 
5 3.3 

5 7.6 
5. 7.9 

5.9.4 
595 

Currency and transferable deposits 5 .9 6 

Other deposits 
Bills and bonds, short-term 5 .9 7 
Bonds, lpng-term 5 9. 8 

Saving (a 3 71) 
Consumption of fixed capital (a 
3.3 3) 
Capital transfers, net 
Net borrowing (a 5 7 8) 

Finance of gross accumulation 

Bills and bonds, short-term 
Bonds, long-term 
Corporate equity securities, in
cluding capital participations 
Short•term loans n e c 
Long-term loans _n e.c 

Corporate equity securities, in
cluding capital participations 
Loans n.e c. 

5 9 10 Proprietors· net additions to the 
accumulation of quasi-corporate 
enterprises 

Trade credit and advances 
Other financial assets 

Net acquisition of financial 
assets plus net borrowing 

5 9.11 Trade credit and advances 
5 9.12 Other liabilities 
and 13 

Net incurrence of liabilities 

b. Households of proprietors of unincorporated enterprises of the key kind(s) 
of economic activity 

Account 3 Income and outlay account 

Final consumption expenditure 
Property income 
li. Consumer debt interest 
lii, Other interest 
3 Rent 
Direct taxes and the like 

Social security contributions 
Gross saving (b 5.7 l+b 5 3 3) 

Disbursements 

3 4 l 
332+ 
3.3.3 
3 4.7 

36.4 
36.14 
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Compensation of employees 
Gross operating surplus (L3.2* 
+ l 3 3*) 
Property income 
t Interest 
2 Dividends 
3 Rent 
Social security benefits 
Current transfers, n.e.c., net 

Receipts 



5 2.5 

5 2'.6 
574+ 
5.15 

5 7.8 
58.2 
5.8.3 
5 8.7 
and 8 
5 .8 11 
58n 

V. Accounts for key kind(s) of economic activity (continued) 

B INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNTS (con1ir1ued) 

b Households of proprietors of unincorporated enterprises of the key kind(s) 
of economic activity (co111iflued) 

Account 5. Capital finance account 

Increase in stocks 
Gross fixed capital formation 
Purchases of land and intangible 
assets, net 

Gross investment 

571+ 
533 
5.7 6 
5.7 9 

Gross saving (b 3 7l+b 3 3 J) 

Capital transfers, net 
Net borrowing (b 5.78) 

Finance of gross investment 

Net borrowing (b 5.7.9) 5.9.7 Short-term loans ne.c 
Currency and transferable deposits 5 .9 8 Long-term loans n e c. 
Other deposits 5 .9 .. 11 Trade credit and advances 
Loans n.e.c 5.9.12 Other liabilities 

and 13 
Trade credit and advances 
Other financial assets 

Net acquisition of financial 
assets plus net borrowing 

Net incurrence of liabilities 

Accounts VI folfow 
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I 2 I 
I 3 I 

I 3 2 
I 3 3 

VI. Accounts for the public sector 

A PRODUCTION ACCOUNTS 

Account la Production account - public enterprises 

Intermediate consumption 
Compensation of employees 
Operating surplus 
Consumption of fixed capital 

I I 11 

I. I I 3 

Characteristic products of kind of 
activity of the public enterprises 
Other products of the public enter
prises 

I 3 4 Indirect taxes 
l 3 5 Less Subsidies 

I 2 2 
I 3 I 
I J J 
I J 4 

3.2.20 

3 4.6 

3 5. I 
335 
H4 
3 .. 6 5 
3 6 8 

36.9 
and 11 

371 

Gross input Gross output 

Account 1 b Production account - producers of government services 

Intermediate consumption I 1.5 Services produced for own use 
Compensation of employees 114 Non-commodity sales 
Consumption of fixed capital I I 2 Commodities produced 
Indirect taxes 

Gross input Gross output 

B INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNTS 

a. Public sector (consolidated) 

Account 3. Income and outlay account 

Government final consumption ex• 3 3 .2 
penditure (lh.1.5) 

Property income 3.4. 7 
I Interest 
2 Dividends 
3 Rent 
Casualty insurance claims 3.5 3 
Subsidies 3.3 4 
Social security benefits 
Social assistance grants 
Unfunded employee welfare bene~ 
fits 
Current transfers n e.c. to: 
1. Residents 
2 The rest of the world 
Saving (57.1) 

Disbursements 

3 6.1 
3.6 2 

3.6 3 

367 

3.6.10 
and 12 
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Operating surplus of public enter~ 
prises (la 3.2) 
Property income 
J. Interest 
2 Dividends 
3 Rent 
Net casualty insurance premiums 
Indirect taxes 
Direct taxes 
Compulsory fees, fines and penal• 
ties 
Social security contributions 
Unfunded employee contributions 
imputed 
Current transfers n.e.c from: 
l Residents 
2. The rest of the world 

Receipts 



525 
52 6 
5 .7.4 
and ~ 

578 
581 
5.8 2 
5.8.3 
584 
585 

VJ. Accounts for the public sector (continued) 

D INCOME AND OUTLAY AND CAPITAL FINANCE ACCOUNTS (c.onti11ued) 

a Public sector (consolidated) (continued) 

Account 5. Capital finance account 

Increase in stocks 
Gross fixed capital formation 
Purchases of land and intangible 
assets n e.c., net 

5 7 I 
5 3 3 

5.7 6 

Saving (3 7 I) 
Consumption of fixed capital ( 1 a 
33+1b 3.3) 
Capital transfers, net from: 
1 Residents 
2.. The rest of the world 

5.7 .. 9 Net borrowing (5 7 8) 

Gross accumulation Finance of gross accumulation 

Net borrowing (5 7 9) 
Gold 
Currency and transferable deposits 
Other deposits 
Bills and bonds, shorHerm 
Bonds, long•term 

5.9 2 
5 9.3 
5.9 4 
5 9 5 
5.9 6 

Currency and transferable deposits 
Other deposits 
Bills and bonds, short.term 
Bonds, long•ter:m 
Corporate equity securities, in
cluding capital participations 

5 .8. 6 Corporate equity securities, in- 5 9. 7 Short-term loans n .e.c 

cluding capital participations 5 9.8 Long-term loans n.e.c 

5 .8 7 ShorHerm loans n e.c 5.9.9 Net equity of households on life 
insurance reserves and on pension 
funds 

5 8 8 l ong•term loans n .e c 
5 .. 8.11 Trade credit and advances 

5.9.11 Trade credit and advances 
5 8.12 Other financial assets 

5 9.12 Other liabilities and 13 

3 4 4 

3.4 6 

3.5. I 
3.54 
36.I 
362 
3 6 8 

3 .6 I I 
3.71 

Net acqms1Uon of financial 
assets plus net borrowing 

and 13 

Net incurrence of liabilities 

b, Corporate and quasi-corporate public enterprises 

Account 3 Income and outlay account 

Withdrawals from entrepreneurial 3.32 
income of quasi-corporate enter-
prises 3.4. 7 
Property income 
l. Interest 
2 Dividends 
3. Rent 3.5.3 
Net casualty insurance premiums 3 .5 2 
Casualty insurance claims 3 .6 7 
Direct taxes 
Fines and penalties 3 .. 6.12 

Unfunded employee welfare bene-
fits 
Current transfers n.e,c 
Saving (5 .7. I) 

Disbursements 
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Operating surplus of public enter
prises (la.3.2*) 
Property income 
L Interest 
2 Dividends 
3. Rent 
Net casualty insurance premiums 
Casualty insurance claims 
Unfunded employee welfare con· 
tributions imputed 
Current transfers n e,c 

Receipts 

Arnnwts VI conlinut 



5.2.5 
5 2.6 
5.7.4 
and 5 

5 7.8 
5 8 I 
5 8.2 

583 
58.4 
58.5 
5 8.6 

58.7 
5 8 8 
5 8 11 
5.8,12 
and 13 

3.220 

3.4 6 

3 5. I 
33.5 
3.64 
3 6.5 
3 6 8 
369 

3.71 

VJ. Accounts for the public sector (continued) 

B INCOME AND OUTLAY AND CAl'llAL FIN/\NCE ACCOUNTS (continued) 

b, Corporate and quasi-corporate public enterprises (continued) 

Account S. Capital finance account 

Increase in stocks 
Fixed capital formation 
Purchases of land and 
assets n e ,c ., net 

Gross accumulation 

Net borrowing (5.7 9) 
Gold 

intangible 

Currency and transferable deposits 
of: 
i Monetary institutions 

iL Other 
Other deposits 
Bills and bonds, short-term 
Bonds, long-term 
Corporate equity securities, in
cluding capital participations 
Short-term loans n.e.c 
Long-term loans n.e.c. 
Trade credit and advances 
Other financial assets 

Net acquisition of financial 
assets plus net borrowing 

5 7.1 

5 3 3 
5 7 6 
5.7 9 

592 
5 9 3 
594 
5 9 5 
5.9 6 

5 9.7 
5.9.8 

599 

5911 
5,9.12 
and 13 

Saving (37.1) 
Consumption of fixed capital ( 1 a. 3. 3) 

Capital transfers, net 
Net borrowing ( 5. 7 ,8) 

Finance of gross accumulation 

Currency and transferable deposits 
Other deposits 
Bills and bonds, short-term 
Bonds, long-term 
Corporate equity securities, in· 
cluding capital participations 
Short-term loans n e. c, 
Long-term loans n .e .. c 
Net equity of households on life 
insurance reserves and on pension 
funds 
Trade credit and advances 
Other liabilities 

Net incurrence of liabilities 

c General government (consolidated) 

Account 3. Income and outlay account 

Final consumption expenditure 
(lb 1.5) 
Property income 
l. Interest 
3. Rent 
Net casualty insurance premiums 
Subsidies 
Social security benefits 
Social assistance grants 
Unfunded employee welfare benefits 
Current transfers n.,e,c. to: 
L Residents 
2. The rest of the world 
Saving (5.7.1) 

Disbursements 

3..3 2 
3.45 

3.47 

3..5.2 
3.3.4 

3.6.! 

3.6.2 
3 6.3 
3.6 7 

3 6.10 
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Operating surplus (Ia 3 .2•) 
Withdrawals from entrepreneurial 
income of quasi~corporate enterprises 
Property income 
L Interest 
2. Dividends 
3, Rent 
Casualty insurance claims 
Indirect taxes 
1 Import duties 
2, Other indirect taxes 
Direct taxes 
1 Direct taxes on income 
2. Direct taxes n.e.c 
Compulsory fees, fines and penalties 
Social security contributions 
Unfunded employee welfare con~ 
tributions imputed 
Current transfers n,e c. from; 
J, Residents 
2- The rest of the world 

Receipts 



5 2.5 
5 ,2,6 

5.7A 
and 5 

5.7 8 
5 8.1 
5.8 2 

583 
584 
5,8.5 
5.8 6 

5.8,7 
and 8 
5 8.10 

H.12 
and 13 

VI. Accounts for the public sector (continued) 

B. INCOME AND OUTLAY AND CAPITAL FINANCI:. ACCOUNTS (conlin11ed) 

c General government (consolidated) ( conti11ued) 

Account 5. Capital finance account 

Increase in stocks 5.7.J Saving (3.71) 

Gross fixed capital formation 5 3 3 Consumption of fixed capital 

Purchases of land and intangible 
assets n e c , net 576 

(lbJJ) 
Capital transfers, net from: 
1 Residents 
2. The rest of the world 

57.9 Net borrowing (578) 

Gross accumulation Finance of gross accumulation 

Net borrowing (5.7.9) 
Gold 
Currency and transferable deposits 
of: 

Central government 
ii Other 
Other deposits 
Bills and bonds, short-term 
Bonds, long-term 
Corporate equity securities, in
cluding capital participations 
Loans, n.e.c 

Proprietors' net additions to ac
cumulation of quasi-corporate en
terprises 
Other financial assets 

Net acquisition of financial 
assets plus net borrowing 

5 .9 2 Currency issued by Treasury and 
transferable deposits 

5.9.3 Other deposits 
5 .9A Bills and bonds, short-term 
5.9 5 Bonds, long-term 
5 .9. 7 Short-te~m loans n e c 

5.9 8 Long-term loans n.e.c 
5 .9 11 Trade credit and advances 
5 9.12 Other liabilities 
and 13 

Net incurrence of liabilities 

I ables 27 and 28 follow 
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Table 27. Gross outr,ut of goods and services 

Item Flow Transaction 

a. Industries 

1 1.1.1* Gross output of industries not mainly 
producing for the market 

2 L Final consumption of owners and 
unpaid family workers 

3 ii. Increase in stocks 
4 iii. Fixed capital formation on own 

account 
5 iv. Sold to others 
6 1.1-1* Gross output of industries mainly 

producing for the market 
7 i. Final conslUnption of owners and 

unpaid family workers 
8 ii- Increase in stocks 
9 iii. Fixed capital formation on own 

account 
10 iv. Sold to others 

11 1.1.1 Total gross output 

b. Other Producers 

12 Gross output of government services 
13 l.1.5 i. For final consumption on own 

account 
14 l.l.2* ii. For fixed capital formation on 

own account 
15 l.1.2* 

and 
1.1.4 iii. Sold to others 

16 Gross output of private non-profit 
services 

17 1.1.7 i. For final consumption on own 
account 

18 1.1.3* ii. For fixed capital formation 
on own account 

19 1.1-3* 
and 

iii. Sold to others 

1.1.6 
20 1.1.8 Domestic services of households 

21 1.1.0 Total gross output of goods and 
services 
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Table 28. Supply and disposition of goods and services 

Supply of goods and services Disposition (Purchasers' vaLues) 

Total 
Imp!:irted suppJ..y Inter- H:::-useh!:ild 

Trans and dis- Inter- mediate final 
Domestic- port. and mediate C!:lnSU."T!p- c!:lnsump-
ally µr!:1- distri-

p!:isition 
consump- t1on, tion ex-

Govern-

duced bution (Purchos- Inter- ment Fixed 

Classification of go~ds and services (Produc-
c.1.f. Import ers' mediate tion, produc- penditure final Increase Ex-
values duties margins valuesi pr!:ldUC- cers of in the 

cap-

crs' (Produc- consump-
ers of private domestic 

consump- rn t'1 ports 

values l ers' tion, tion stocks forma (f.o.b) 

values) indus-
govern- non-pro- market or tion 
mcnt fit serv- private 

exi;ien-
tries diture services ices to final con-

house- sumption 
holds exnendi-

ture 

I Flow 
1.1 

1.1.0* 1.1.10 1,3.4.1 1.1.0* or 1.2.1 1.2.2 1.2.3 2.2.30 2.2.20 4·.2.5 4.2.6 1.2.10 

1.2 

(1) (2) (3) (4 I (5) (6) (7) (8) (9) (10) (11) (121 (13) (14) 

(,) Commodities 

Characteristic cor.11llodities of the 
catcgori~s of the kind of activity 
of industries to be sh:wn in 
Standard Table 2 !/ 

(bi Other Goods ond ;JervicesY 

1. Produced by BOVernment ::;c1,vices = = "'"' T.XX = XXX XXX XXX XXX 

2, Produced oy ~rivnte O!:ln-profit = = = = = XXX = XXX XXX 

scrv.1ccs 

3. Domestic serVic~s of hou::.:cholu::; = = = = = XXX XXX = XXX XXX 

4. Direct 11urcha:ies abroad by 13overn- XXX XXX = XT.X XXX XXX = XXX XXX XXX 

m~nt services on current account 

5. Direct "9:Urcha:;cs nbroad by resident = XXX XXX = XXX XXX = = XXX 

households less Direct nurchasc::; 
by non-rcsi~ housch~ids in 
the domestic market 

Total 

Any commodities produced by government services or ~rivntc nnn-profit services t0 householtl$ included among the characteristic nroduc~s of o kind of activity of 
industries should be se~nrately identified. 

Other goods nru.i ::;crvices at nurchn:icr:i' ~~lues. 



ANNEX 9.2 

Suggested order or priority of compilation 

Order of 
priority 

ST AND ARD ACCOUNTS 

Consolidated acco1mh far tlie 11atio11 

11 Production, con:wmption e~·penditurt' and capital 
formation accmmtr· 

A Commodities-Accounts l, 2 and 4 2-3 

Separate accounts for characteristic products 
of: (a) Agriculture, hunting, forestry and 
fishing. (b) Mining and quarrying (separate
ly where important), manufacturing and 
electricity, gas and water, (c) Construction, 
(d) Wholesale and retail trade, (e) Res• 
taurants and hotels, (/) Tran sport, storage 
and communication and (g) 6ervices 

B Other goods and services-Accounts 1, 2 and 4 

a Sales of other goods and services and direct 
imports of government services 3 

b Final consumption expenditure of govern
ment services 

c Final consumption expenditure of private 
non-profit services to households 

d Final consumption expenditure of house
holds 

C Industries-Account J, Production account 
Separate accounts for: 

Agriculture, hunting, forestry and fishing; 
Mining and quarrying (separately if 
important), manufacturing and elec
tricity, gas and water; Construction; 
Wholesale and retail trade; Transport, 
storage and communication 

2. Restaurants and hotels; and Services 2-3 

D Producers of government services-Account I, 
Production account 

E Servicl!S of private non-profit services to house-
holds-Account 1 Production account 2-3 

F Domestic services of households-Account 1, 
Production account 

Ill Income and outlay and capital finance accounts; 

A Non-financial enterprises, corporate and quasi-
corporate 
Account 3 
Account 5 

Income and outl~y account 
Capital finance account 

3 

a. Gross accumulation 1-2 
b. Financial assets and liabilities 3 

B- Financial institutions 
Account 3 Income and outlay account 1-2 
Account 5 Capital finance account 1-2 

C. General government 

Account 3 Income and outlay account 
Account 5 Capital finance account 

Order of 
prion·ty 

D Private non-profit institutions serving house
holds 
Account 3 Income and outlay account 
Account 5. Capital finance account 

E Households, including private non-financial 
unincorporated enterprises 

3 
4 

AccoUnt 3 Income and outlay account 3 
Account 5 Capital finance account 

a Gross accumulation 3 
b Financial assets and liabilities 4 

STANDARD TABLES 

Supporting tables in current prices to 11 Production, 
consumption expenditure and capiltd formation 
(ICC'OllflfS: 

Table 1 Gross domestic product and factor incomes 
by kind of economic activity 1-2 

Table 2. Supply and disposition of commodities
Simplified version as, for example, in table 28 

Table 2, Supply and disposition of commodities-
Standard table 3 

Table 3 Gross output and input of industries 3 

Table 4. Government final consumption expenditure 
according to cost.composition and purpose 1•2 

Table 5 Final consumption expenditure of private 
non-profit bodies serving households according to 
cost.composition and purpose 3.4 

Table 6 Composition of final consumption expendi
ture of households 

a By type of expenditure 2 
b Final consumption expenditure in the domestic 

market by object 

Table 7 Composition of gross capital formation 
a By type of capital goods 
b By kind of economic activity 

Tables in constant prices for lI. Production, consump
tion expenditure and capital formation accow1ts: 

Table 8 Constant•price value, and price indexes of 
the gross domestic product, by type of expenditure 

Table 9 Gross domestic product at constant prices 
by kind of economic activity 

3 

2-3 

2 

2-3 

Table IO Employment by kind of economic activity 2-3 

Table 11, Supply and disposition of commodities in 
constant prices-Simplified version as, for example, 
in table 28 2·3 

Table 11. Supply and disposition of commodities-
Standard table 4 

Table 12 Gross output and input of industries in 
constant prices 3-4 

a Gross accumulation 1 able 13 Government final consumption at constant 
b Financial assets and liabilities 1~2 prices, by purpose 3~4 

228 



Order of 
priority 

STANDARD TAhLES (continued) 

Tables in constant prices for n Production, consump
tion expenditure and capital formation accounts 
(continued): 

Table 14 Final consumption expenditure at constant 
prices of private flon-profit bodies serving house-
holds by purpose 4 

Table 15 Composition of final consumption expen
diture of households at constant prices 
a. By type of expenditure 2-3 
b Final consumption expenditure in the domestic 

market by object 3-4 

Table 16. Composition of gross domestic capital 
formation at constant prices 
a, By type of capital goods 2 
b, By kind of economic activity 3A 

Supporting and supplementary tables lo Ill Income and 
outlay and capital finance accounts: 

Table 17 Domestic factor incomes according to kind 
of economic activity and institutional sector of 
origin 4 
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Table 18. National and disposable income 

Order 11/ 
prfori'ty 

a National income at market prices 1 
b. Distribution of national and disposable income 2-3 

Table I 9. Capital transactions of the private and 
public sectors 3-4 

Table 20. Income and outlay and capital trans
actions of non-financial corporate and quasi
corporate enterprises, by kind of economic activity 3-4 

Table 2 L Income and outlay and capital trans-
actions of the sub-sectors of general government 2 

Table 22. Selected outlays of general government by 
purpose 2 

Table 23. Income and outlay and capital trans
actions of subffsectors of households, including 
private non-financial unincorporated enterprises 4 

Table 24 Financial transactions of the detailed sub-
sectors 4 

Table 25.. Financial transactions of the monetary 
system 1-2 

Supportirig tables to all accounts.: 

Table 26, External transactions 



GLOSSARY OF MAIN TERMS 

Accrual basis The item, for example, outlay, income, obliga
tion, other flow, is recorded as of the time at which it is 
incurred or earned 

Accumulation The acquisition of fixed assets, stocks of non
durable goods, land, mineral deposits and other non-repro
ducible tangible assets, financial assets, patents, copyrights 
and other intangible assets during a period of account leJS 
the incurrence of liabilities This is gross accumulation Net 
accumulation is gross accumulation during a period of 
account reduced by the consumption of fixed capital during 
the period 

A ctivilies Industries, producers of government services, pro
ducers of private non-profit services to households and 
domestic services rendered by one household to another 

Activity accounts Production accounts of industries, pro• 
ducers of government services, producers of private non
profit services to households, and the domestic service of 
households, in respect of their gross output of goods and 
services and their intermediate consumption, primary inputs 
and indirect taxes less subsidies 

Actuarial reserves in respect of life insurance The net equity 
of life insurance policy holders in the reserves of the com• 
panics It consists of reserves set aside to cover the risk of 
insuring during a period of account, pre.payments for the 
risks of insuring during future periods, and other elements 
of the saving of policy holders involved in life insurance 
policies, 

Ancillary government enterprises. Government enterprises, 
such as munitions factories, the mint, government printing' 
works, building or transport maintenance and management 
administrations, which deliver all, or most of, their produc
tion (gross output) to other government bodies 

Assets Ownership of machinery, equipment, furniture, build
ings and other durable reproducible goods, stocks of non
durable goods, land, monuments and other non-reproducible 
tangible assets, copyrights, leases, Concessions, financial 
claims on other parties and other intangible assets, 

Balance sheet account Account showing the assets, liabilities 
and net worth of an institutional unit, or class of such units, 
as of a given date 

Bank service charge. Imputed charge in respect of banking 
services equal, in practice, to the excess of property income 
accruing to banks and similar financial institutions, over the 
interest accruing to depositors, ln concept, the property in
come of banks taken into account should be from investment 
of deposits only. 

Basic values, appro:,:;imate, Producers' values, that is the value 
on the market at the establishments of the producer, of the 
gross output of commodities, industries, etc, less the com• 
modity taxes, net, in respect of the gross output; or the sum 
of the value of the primary inputs, indirect taxes, net, 
except commodities taxes, net, and the purchasers' value of 
the intermediate inputs in respect of the gross output. The 
value added of industries in approximate basic values is 
equal to their gross output in approximate basic values less 
their intermediate inputs in purchasers' values, 

Basic values, true Producers' values of the gross output of 
commodities, industries, etc less the commodity taxes, net, 
in respect of the gross output and the direct and indirect 
intermediate inputs; or the sum of the value of the primary 
inputs, indirect taxes, net, except commodity taxes, net, and 
the true basic values of the intermediate inputs in respect of 
the gross output. The value added of industries in true basic 
values is equal to their gross output in true basic values less 
their intermediate inputs in true basic values. including the 
distributive-trade and transport margins on these inter
mediate inputs 

Bill.. A security that gives the holder the unconditional right 
to receive a stated fixed sum oil a specified date, and is 
issued and traded at a discount, depending on the rate of 
interest and the time of maturity 

Bond. A security that gives the holder the unconditional right 
to a fixed money income, and, except for perpetual bonds, 
to an unconditional right to a stated fixed sum on a specified 
date or dates 

Bran.:h.. Part of an enterprise situated in another location, for 
example, in another country, than the main body of the 
enterprise which is not a separate legal entity 

Capital finance account Account relating to the capital trans~ 
actions, that is accumulation and its financing. of the resident 
institutional units. 

CUpilal formation See Gro::;s capital formation and Net fixed 
capital formation 

Capital gain or loss Increases or decreases in the value of 
the assets of institutional and other units which are due to 
changes in market prices, discovery of new mineral deposits 
and other natural resources, natural growth of timber, deple
tion of mineral deposits, unforeseen obsolescence, theft, 
major catastrophes and other events except the purchase 
and sale of assets, the normal wear and tear, accidental 
damage and losses in tangible assets, the writing off of bad 
debts and other flows which are recorded in the transaction 
accounts 
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Capital repairs Major alterations in, or additions to, ma~ 
chinery, equipment, structures or other fixed assets which 
significantly extend their expected life-time of use, produc
tivity, or the character or volume of the services they render, 

Capital transacliDns account The standard account relating 
to the transactions of the nation with the rest of the world 
in respect of financial assets and liabilities and other sources 
of the finance of gross accumulation 

Capital transfers, Unrequited transfers which are designed to 
finance the gross capital formation, other forms of accumu• 
lation, or long•term expenditure of the recipient, which are 
made out of the wealth or saving of the donor, or which 
are non•recurrent (quite irregular} for either party to the 
transaction 

Cash basis. The item, for example, outlay, income, other 
receipt, is recorded as of the time at which the payment is 
actually made or received. 



Central bank The publicly owned and/or controlled bank 
which is a monetary authority of a country, that is, issues 
the currency, not infrequently holds and manages the inter
national reserves, and has liabilities in the form of demand 
deposits of other banks and often of the government of 
the country 

Central government All departments, offices, establishments 
and other bodies classified under general government, which 
are agencies or instrument of the central authority of a 
country, except separately organized social security funds 
irrespective of whether they are covered in, or financed 
through, ordinary or extraordinary budgets, or extra-bud
getary funds. 

C .i I, value The value in the market at the customs frontier 
of a country of her imports of merchandise. other goods, 
etc. including all charges for transporting and insuring the 
goods from the country of export to the given country but 
excluding the cost of unloading from the ship, aircraft, etc 
unless it is borne by the carrier 

Commodities Goods and services normally intended for sale 
on the market at a price that is designed to cover their cost 
of production Includes all goods and services produced by 
industries, all imported goods and services except direct 
purchases abroad by government and households, and that 
part of the gross output of producers of government services 
and of private non-profit services to households which is 
sold on the conditions characteristic of sales of commodities. 

Commodity accounts Accounts relating to the supply of i:om
moditi.!s from dor.iestic production and imports and their 
disposition to intermediate and final uses 

Commodity taxes, net Preferably, inJirect taxes less sub
sidies, each of which are proportional to the quantity, or the 
value, of commodides produced or sold At least, indirect 
taxes Jess subsidies. each of which diffu from one dis
position to another of a commodity or from one commodity 
to another of the same class 

Compensation of employees All payments by resident produ
cers of wages and salaries to their employees, in kind and 
in cash, and of contributions, paid or imputed, in respect of 
their employees to social security schemes and to private 
pension, family allowance, casualty insurance, life insurance 
and similar schemes 

Competitive impe,rts Imports of goocls and services which 
afe also produced in the importing country 

Complementary imports, Imports of goods and services which 
are not produced in the importing country 

Compulsory fees, Payments by households to the public 
at::thorities for services the primary purpose of which is to 
serve as an instrument of government policy and which are 
ob1igatory and unavoidable in the only circumstances in 
which they are useful, such as fees for passports, driving 
tests, dog licences, airport duties and fees for court services 

Consumer durables.. Goods acquired by households which 
have an expected life•time of considerably more than one 
year and a relatively high value, such as motor cars, 
refrigerators and washing machines Dwellings are excluded 
since they are classed as the fixed assets of an industry 

Consumer semi-durables. Goods acquired by household which 
have an expected life-time of use of one year or somewhat 
more or are not of relatively great value, such as clothing, 
linens, base•metal cutlery, garden tools, baskets, custom 
jewellery, electric toasters, hot plates 

Consumption of fixed capital 1 he value, at current replace
ment cost. of the reproducible fixed assets except the roads, 
dams and other forms of construction other than structures 
of the producers of government services used up during a 
period of account as a result of normal wear and tear. fore
seen obsolescence and the normal rate of accidental damage 
Unforeseen obsolescence, main cata-itrophies and the deple
tion of natural resources are not taken into account 

Contributiom to social security. pension and similar schemes 
Payments to social security, pension and similar schemes, 
cunsidered to be made in their entirely by employees 

Corporate entaprises Corporations, joint stock companies, 
co-operatives, limited liability partnerships and other financial 
and non-financial enterprises which by virtue of legislation, 
administrative regulations or registration, are recognized as 
business entities independent of their owners 

Corporate equity H!curities Instruments and records acknow
ledging claims to the residual value, that is the net worth, 
and residual income of incorporated enterprises, after the 
claims of all creditors have been met 

Current accounts Accounts relating to the production and 
the supply and disposition of goods and services. and the 
receipt and disbursement of incomes 

Current repairs and maintenance Outlays Which make good 
breakages in fixed assets and keep them in good working 
order Includes outlays on new p1rts and attachments of 
fixed assets which have an expected life of use of one year 
or somewhat more but which are short-lived relative to the 
fixed asset itself, or are of relatively small value 

Current transactiom account The standard account relating 
to the transactions of the nation with the rest of the world 
in respect of current receipts and disbursements 

Current tram/en Transfers of income between transactors 
The transfers are made from the current income of the 
payer and add to the current income of the recipient for 
such purposes as consumption expenditure 

Direct purchaJes abroad by producers of government serviceJ 
Purchases, less sales of goods and services in a foreign 
country for the extra-territorial agencies of, and other direct 
uses abroad by, the government of a country .. Included is 
the excess of the contributions of a country to the joint 
military installations and other specific common defence 
projects over the expenditures on goods and services for 
these purposes in the domestic territory of the given country 
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Direct purchases abroad by resident liousel,o/ds. Expenditures 
abroad by resident persons of a country, such as tourists, 
ships' crews, border and seasonal workers and diplomatic 
and military personnel, on goods and services, including 
local transportation Excludes the expenditures of travelling 
resident businessmen, government officials. crews, etc. which 
are reimbursable by . their employer or are a business 
expense 

Direct purchases in the dome~tic market, extra-territorial bodies .. 
Purchases less sales of goods and services by extra•territorial 
civilian or military bodies stationed in a country Included 
is the excess of the expend.itures of joint military installations 
and other specific common defence projects on goods and 
services in the domestic territory of the given country over 
her contributions to the outlays on these dl'!fence arrange
ments These purchases are included in the exports of mis~ 
cellaneous commodities of the country where the purchases 
are made 
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Direct purchases in the domestic market by non-resident house
holds Expenditures in the domestic market of a country 
by non-resident persons such as are mentioned above, on 
goods and services Excludes the expenditures of travelling 
non-resident businessmen, government officials, etc. which 
are reimbursable by their employer or are a business 
expense 

Direct taxes on income. Levies by public authorities at 
regular intervals, except social security contributions, on 
income from employment, property, capita] gains or any 
other ."iource Real estate and land taxes are included if they 
are merely an administrative procedure for the assessment 
and co11ection of income tax 

D;rect taxes n .e.c Levies by public authorities at regular 
intervals on the financial assets and the net, or total, worth 
of enterprises, private non-profit institutions and households; 
and on the possession, or use, of goods by individuals and 
households 

Disposable income. The income of the nation, institutional 
units, etc from all sources after deduction of all current 
transfers paid It is equivalent to the national income at 
market prices plus net current transfers other than property 
and entrepreneurial income received 

Disposable income and its appropriarion account The stan• 
dard consolidated income and outlay account for the nation 

Dividend.r Income payable and receivable in respect of 
corporate equity securities and other forms of participation 
in equity of corporate ~nterprises and co~operatives 

Domeslic factor incomes The compensation of employees 
aml operating surplus originating in domestic production; 
in other words, included in the value added of resident 
producers 

Domeslic producl See Gross domestic product. 

Domeslic product and expenditure account The standard 
consolidated production, consumption expenditure and capi• 
tat formation account for the nation, 

Domestic services of households, accounl, Account relating 
to the production of domestic services rendered by one 
household to anotheL 

Domestic territory. In addition to the territory lying within 
the political frontiers of a country, excluding her overseas 
territories and possessions, (i) ships and aircraft operated 
by residents of the country entirely, or primarily, between 
two or more countries; {ii) fishing vessels, oil and natural 
gas rigs, and floating platforms operated by residents of the" 
country who1ly, or mainly, in international waters or engaged 
in extraction in areas in which the country has the exclusive 
right of exploitation by virtue of international agreements 
or pronouncements; and (iii) the embassies, consulates and 
military establishments of the country located abroad. 

Durable consumer goods. See Consumer durables. 

Employees, All persons engaged in the activities of business 
units, government bodies and private non~profit institutions, 
except the proprietors and their unpaid family members in 
the case of unincorporated businesses. Members of the 
armed forces are included, irrespective of the duration and 
type of their service, 

Employers' co11tributio11s co private pension, family allowance, 
health and other casualty insurance, life insurance and 
similar schemes., Paid and imputed contributions by em~ 
ployers on the account of their employees to private funds, 
reserves or other schemes in respect of pensions, family 
allowances, lay~off and severance pay, maternity leaves, 

workmen·s compensation, health and other casualty in~ 
surance, life insurance and the like 

Employers· corilriburions lo social security schemes Contri
butions of employers on the account of their employees to 
social security schemes classed as government services, 

Enlerprise-type unit Statistical unit in respect of corporate 
and quasi.corporate enterprises which, narrowly defined, is 
the legal entity in the case of corporate enterprises and the 
smallest unit with complete profit-and-loss and balance-sheet 
accounts in the case of quasi-corporations and which, broadly 
defined, is the family of incorporated and/or quasi-corporate 
enterprises which, as a result of ties of ownership, are con
trolled and managed by the same interests. An intermediate 
statistical unit between these two extremes is the family of 
corporate and/ or quasi-corporate enterprises for which con
solidated profit-and-loss 8nd balance~sheet statements are 
available 

Entrepreneurial income. The income of an enterprise from 
production (operations) and property, including the owner· 
ship of other enterprises, less the property income payable 
by the enterprise except dividends 

Establishmen/.. In concept, the combination of activities and 
resources directed by a single owning or controlling entity 
towards the production of the most homogeneous collection 
of goods and services, usually in a single location but some• 
times over a wider geographic area, for which separate data 
can be compiled in respect of the production and all the 
intermediate inputs, labour and capital resources employed 
for this purpose, directly and in support of, or ancillary to, 
the production. 1n national accounting for a country as a 
whole, it is the homogeneity in respect of the output of 
goods and services which should be stressed, and not 
proximity in location. 

Etports of goods and services In concept, all transfers of the 
ownership of goods from residents of a country to non· 
residents and services provided by resident producers of the 
country to non~residents, In practice, the exports of goods 
may consist of the outward movement of merchandise 
across the customs frontier of a country and of other goods 
across the boundaries of her domestic territory, including 
the direct purchases in the country of extra~territorial 
organizations and non-resident persons. Since the imports of 
merchandise into a country are to be valued at c Lf ., the 
exports of services of the country should also include the 
charges in respect of the imports for the transport and 
insurance services provided by resident producers of the 
given country 
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External transactions accounts, 
rent and capital transactions 
the world 

Accounts setting out the cur• 
of the nation with the rest of 

Factor cost. See Factor values. 

Factor incomes, Compensation of employees by, and operating 
surplus of, producers. The net domestic product is often 
valued at factor incomes. 

Factor values, approximale.. In the case of the gross output 
of commodities, industries, etc, producers' values less the 
indirect taxes, net, in respect of the commodities, industries, 
etc; or the sum of the primary inputs and the purchasers• 
value of the intermediate inputs In the case of the value 
added of industries, the gross output of the industries valued 
at approximate factor values less the purchasers' value of 
the intermediate inputs into the industries, 

Factor values, true In the case of gross output of com· 
modities, industries, etc, the producers' value less the sum 



of the indirect taxes, net, in respect of the commodities, 
industries, etc and the direct and indirect intermediate 
inputs into the production of the commodities, industries, 
etc; or the accumulation of the primary inputs, that ls 
compensation of employees. consumption of fixed capital 
and operating surplus, in respect of the commodities, indus• 
tries, etc and the direct and indirect intermediate inputs 
The Yalue added of industries at true factor values is equal 
to the true factor value of their gross output fen the true 
factor value of thei; intermediate inputs (consumption) 

Final consumption rxpendit11re accounts Accounts relating to 
the final consumption of goods and services by resident 
households, government services and private non-profit 
services to households 

Final comumption expenditure of govemment services The 
value of goods and services produced for their own use on 
current account. that is the value of their gross output less 
the sum of the value of their commodity and non-com• 
modity sales and the value of their own.account capital 
formation which is not segregated as an industry. The Value 
of their gross output is equal to the sum bf the value of 
their intermediate consumplion of goods and services, com• 
pensation of employees. consumption of fixed capital and 
indirect taxes 

Final consumption e.r:pendifllre of househo/d5 The outlays of 
resident households on new durable and non•durable goods 
and services less their net sales of second•hand goods. 
scraps and wastes 

Final co11wmptio11 e.r.pcnditure of households in the domestic 
marker The outlays which resident and non•residcnt 
households make in the domestic territory of a country, on 
new goods and services leH their net sr1les there of 
sccond•hand goods, scraps and waste.s 

Final consumption expenditure of private non-profit services to 
households The value of goods and services produced for 
own use on current account, that is the value of their gross 
output reduced by the sum of the value of their commodity 
and non-commodity sales The value of their gross output 
is equal to the sum of the value of their intermediate con
sumption of goods and services, compensation of employees. 
consumption of fixed capital and indirect taxes 

Final use of goods and services The disposition of goods 
and services to final consumption expenditure, gross fixed 
capital formation, increases in stocks and exports 

Financial assets or liabilitier. The gold, currency and other 
claims on (obligations of) other parties owned by an eco
nomic agent; or the claims on ( obligations of) an economic 
agent owned by other parties 

Financial claims See Financial assets or liabilities 

Financial institutions Enterprises which are primarily en• 
gaged in financial transactions in the market, consisting of 
both incurring liabilities and acquiring financial assets 

Fixed assets Durable goods except land, mineral deposits, 
timber tracts and similar non-reproducible tangible assets, 
employed in production by resident industries, producers of 
government services for civilian purposes, and producers of 
private non-profit services to househol6s. including owner
occupied dwellings, permanent family dwellings for military 
pcrsonneL brcedin~ stock, draught animals and dairy cattle 

Fi ,:ed capital Seo Fixed assets 

Fixed capital formation. Sec Gross fixed capital formation 
and Net fixed capital formation 

Flow-of•/u11d table A table showing transactions in financial 
claims between institutional units 

Flaw.,- Economic transactions during a period of account 

fob rnluc The value in the markcl at the customs frcin1.ic1 
of a country of he1 exports of merchandise and other goods, 
including all costs of tram;porting the goods to the customs 
frontier. export duties and the cost of loading the goods 
on to the carrier unless the latter cost is borne by the 
carrier 

Fon•ign branch Branch of a non-resident parent enterprise 
which is treated a5 a resident enterprise of the country of 
location 

General go1•emment All departments, offices, organizations 
and other bodies which are agencies or instruments of the 
central, state or local public authorities, whether accounted 
for. or financed in, ordinary 01 extraordinary budgets or 
cxtraMbudgetary funds Included are non-profit institutions 
which while not an integral part of a government, are 
wholly, or mainly. fin.meed and controlled by the public 
authorities or primarily serve government bodies; all social 
security arrangements for large sections of the population 
imposed. controlled or financed by a government; and 
government enterprises which mainly produce goods and 
services for government itself or primarily sell goods and 
services to the public on a small scale. Excluded are other 
government enterprises and public corporations 

Goods and services Commodities and otJier goods and scr• 
vices 

Government conwmptiori expenditure See Final consumption 
expenditure of government services 

Government e11terprires Unincorporated public enterprises, 
that is enterprises owned and controlled by the public 
authorities which do not hold or manage financial assets 
anc.I liabilities apart from their working balances and busiM 
ness accounts payable and receivable 

Gross accumulation The sum of gross capital formation, net 
purchases of land, net purchases of intangible assets except 
financial claims and net lending Also see Accumulation 

Gross capital formatio11 Gross fixed capital formation and 
increase in stocks 

Gross domestic product at purclw.ffn· ialucs or producers' 
1·alues The producers vc1luc of the gross outputs of 
resident producers, including the distributive.trades and 
transport, less the purchasers' values of their intermediate 
consumption (in other words, the producers' value:. of the 
value added of the resident producers) pita import duties 
Also equal to the total of the gross expenditure on the final 
uses of the domestic •mpply of goods and services valued at 
purchasers' values leu imports of goods and services valued 
c i.f; or the sum of the compensation of employees, con• 
sumption of fixed ,c.:ipitUL operating surplus and indirect 
taxes. net. of resident producers and import duties. 

Gross fixed capital formation Th.e outlays {purchases and 
own~account production) of industries, producers of. govern
ment services and producers of private non-profit services to 
households, on additions of new durable goods ( commodi
ties) to their stocks of fixed assets le.rs their net sales of 
similar second-hand .ind scrapped goods Excluded are the 
outlays of government services on durable goods for military 
use Included arc acquisitions of reproducible and nonM 
reproducible durable goods, except land, mineral deposits, 
timber tracts and the like, for civilian use; work-inMprogrcss 
on construction projects; capital repairs; outlays on the 
improvement of land and on the development and extension 
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of timber tracts, plantations, vineyards, etc which take 
considerably more than a year to become productive, until 
they become productive; the acqu!sition of breeding stock, 
rlraught animals, dairy cnttle and the like; and the transfer 
cost~ in connexion with pim.:hases and sales of land, mineral 
deposits, timber tracts, etc 

Grosj input Thc sum of intermediate consumption, primary 
inputs H.nd indirect tar.es, net; it is equal in value to gross 
output v.tlued al producers· values 

Gross oulplll of industrin Jn gem:ra!, the value in the market 
of all the goods or.d ser\ices (commodities) produced during 
a period of account, including work-in-progress and products 
for use 0n own account Valuation is usually at producers' 
values, that is the market value at the establishment of the 
producer, or at approximate bas.ic vah.1es, that is producers' 
values lesJ the relevant commodity taxes. net. The gross 
output is equivalent to the gross mar~ins, ihat is the 
differences between the sales and purchase values of the 
goods sold, in the case of t:1e distributive trades; the 
insurnncc se,·vkc charge in the case of casualty and life 
insurance; and the suni of the ,actual and imputed service 
charges in the c.:ase of banks and similar financial institutions 

Gross outp11 1 of pmd11c:cr,~ of other good~ and wrvices. The 
gro,'is cn1tput of the producers of government services and 
priv,1te non-profit services to households is ~quivalent to 
the purchasers' values of the intermediate consumption 
compl!nsation of employees. consumption of fixed capital 
and indirect taxes of these producers The gross output of 
domestic services rendered by households consists of the 
compensation of employees only 

Households as <.:unsumer ln~ividuals in their capacity as 
consumers, including fraternal groups. social clubs and 
similar bodies with the equivalent of less than two full• 
time employees 

l/ouse-Jwldl, iliclutiin,: prirutC' 11011-finam ial 1111i11corporated 
enterprises Resident households, all unincorporated enter• 
prises primarily engaged in non-financial activities which are 
owned and/or con1rolled by resident individuals and are 
not classified as quusi-corporate enterprises, and fraternal 
groups. socirtl clubs and similar bodies with the equivalent 
of les!i than two full-time employees 

fl ouseh1ild.I m u .\tutiJtiwf unit Priv,1te and institutional 
households are distinguished. Private households may con" 
sist of a single i:idividual who makes his own housekeeping 
arrangements or a group cf individuals who live together 
and pool at least some of their income in order to provide 
themselves with housing. food and other essentials of living 
(housekeeping concept) An .iltcrnative to the housekeeping 
concept is the family concept - a group of individuals related 
by blood, marriage or adoption. who satisfy the preceding 
conditions. lnstitutiomtl households Pmsist of a group of 
pt:rsons living together. sharing theh m:als, and bound by 
a com.moo public or general objective and/or ruled and 
controlled by an nuthority outside the group 

Jmport5 of good~ t1fld ,H•rviws. In concept. all transfers of the 
ownership of goods from non"residents of a country to 
residents and services provided by non"resident producers 
lo residents of the country In practice. the imports of 
goods may consist of the inward movement of merchandise 
across the custom's frontier of a country and of other goods 
across the boundaries of her domestic territory, inclurting 
the direct purchases of the government services and residents 
of the country abroad. Since imports of merchandise are 
valued c i f., impm ts also include the charges of resident 

producers for transport and insurance services in respect 
of these imports 

Imputed service (/,arge for casualty insurance, The difference 
between premiums received and claims paid in respect of 
u given form of casualty insurance 

lm,?uted urvice charge for life insurance In the case of a 
given form of life insurance, the excess of premiums received 
over the sum of claims paid and additions to the actuarial 
reserves, excluding interest on these reserves accruing to 
policy holders 

Imputed sen•ice thargc of pension funds The administrative 
expenses of the funds 

Income and outlay accounts Accounts showing the receipt 
and disbursement of incomes by resident institutional units 

Increase in sto~ks, In principle, the mnrket value at the 
owning establishment of the physical change during a period 
of account in stocks of materials, supplies, work•in·progress 
except on construction projects, finished products, livestock 
raised for slaughter and merchandise held by resident 
industries, and in stocks of strategic materials and emergency 
stocks of important products held by government services, 
In practice, the closest feasible approximation may be the 
difference between the levels of these stocks at the beginning 
and end of the period, both valued at approximate average 
prices ruling over the period, perhaps valuing commodities 
processed internally at explicit costs 

llldirecl laws Taxes assessed on producers in respect of the 
production, sale, purchase or use Of goods and services, 
which they charge to the expenses of production Also in
cluded are import duties and the operating surplus. reduced 
by the normal margin of profits of business units. of fiscal 
and similar monopolies of government 
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llldustril!s- All resident establishments and similar units. 
public as well as private, which produce goods and services 
for sale at a price which is normally intended to cover 
their cost of production; government units engaged in selling 
goods and services to the public which are characteristically 
commodities though as a matter of policy, the prices set for 
the items do not approximate the costs of production: 
activities such as ancillary government enterprises. owner• 
occupied dwellings, subsistence farming or community con~ 
struction projects, which produce similar goods or services 
and use similar processes and resources as the typical indus
tries though they do not produce for the market; resident 
units which both acquire financial assets and incur liabilities 
in the market; and private non~profit bodies which mainly 
serve enterprises and are entirely. or mainly, financed or 
controlled by enterprises, 

lmtitutio11ul Jettors. Classification of transactors into the 
sectors used for the income and outlay, capital finance and 
balance sheet accounts. 

lnsuruna companies. Entities which mainly engage in pro• 
viding life, accident, sickness. fire, or other casualty in
surance, including separately organized schemes established 
by fraternal, friendly and other societies, by banks or by the 
public authorities in order to provide insurance on a 
voluntary basis, 

lnsura11ce- serviw tlwrge See Imputed service charge for 
casualty insurance and Imputed service charge for 1ife 
insurance 

lnta11gible assets Financial assets, leases, mineral concessions, 
patents, copyrights and similar assets not matched by 
liabilities, 



Interest Actual and imputed income payable or receivable 
in respect of bank and other deposits, bills, bonds an~ other 
loans, and equities in life insurance actuarial reserves and 
in pension funds 

Intermediate conrnmptiori of industrier Non-durable goods 
and services (commodities) used up in production, including 
repair and maintenance of the capital stock, research, de
velopment ~nd prospecting. indirect outlays or. financing 
capital formation, such as floatation costs for loans, and 
transfer costs involved in purchases and sales of land, 
intangible assets and financial claims 

Intermediate consumption of producen of government services 
Acquisitions (purchases and transfers in kind) of new goods 
and services (mainly commodities) on current account, 
lesr net sales of similar second-hand goods and scraps and 
wastes therefrom, including durable goods acquired primarily 
for military purposes 

lntamediate comwnptio11 uf prodm .. er.\· of pn'vate 11011-profit 
services to households Acquisitions (purchases and trans
fers in kind) of new non-durable goods and services (com
modities) fess net sales of similar second-hand goods and 
scraps and wastes therefrom Excluded are second-hand 
goods received for distribution to households without ren
ovation or alteration 

Intermediate input. See Intermediate consumption of indus
tries, of producers of government services and of producers 
of private non-profit services to households 

Land land and embodied improvements, mineral and other 
sub-soil deposits, forests, timber tracts, inland waters and 
fisheries but not structures or other construction works 
located on the land. 

Liabilities See Financial assets or liabilities, 

Loan, A direct transaction between borrower and lender, 
where the lender receives no security evidencing the trans
action, or a non-negotiable document. Included are trans
actions which are essentially loans, though the debtors may 
issue a security, for example, bonds specifically issued by 
the government to the central bank as security for a note, 
liens and mortgages created as security for a loan. 

Long-term bi/Ir and bo11ds Bills and bonds with original 
maturity of one year or more. 

Monetary institutions. The central bank and all other banks 
which have liabilities in the form of deposits payable on 
demand and transferable by cheque or otherwise usable in 
making payments 

National income at market vrice5 The sum of compensation 
of resident employees, the excess of the property and entre
preneurial income receivable by resident economic agents 
over the property and entrepreneurial income payable by 
them, and indirect taxes reduced by subsidies 

Net acquisitions of financial assets. The value of acquisitions 
of financial assets less the dispositions of financial assets by 
transactors. 

Net casualty insurance f}remiums. 
imputed service charge in respect 

Total premiums less the 
of the casualty insurarce. 

Net equi1y of households on life insurance reserves See 
Actuarial reserves in respect of life insurance. 

Nel equity of households on pemion funds The net worth 
of the pension fund 

Net fixed capital formation. Gross fixed capital formation 
less consumption of fixed capital 

Net incurrence of liabilities The incurrences of liabilities less 
the redemption of these liabilities by transactors 

Net indirect taxn Indirect taxes kn subsidies 

Net h-11di11g The excess of net r,cqubitions of financial assets 
by transactors over their net incurrence of liabilities 

Net p11nliaseI of i11rnngible mset~ exwpt claims The excess 
of purchases of intangible assets not matched by liabilities 
reduced by the included commissions, legal fees <md other 
transfer costs, over the proceeds of their sales 

Nd worth The excess of the real und financial assets owned 
by an institutional unit over its liabilities to parties other 
than owners of the equity of the instill1tionnl unit 

Nonwdurahlc good5 Goods with nn expected life-time of less 
than one year 

No11-fi11amial e11tcrpriH.>r. cor:10nitt' 011d q11asi•r.orporate 
Corporate and quasi-corporate enterprises mainly engaged 
in activities other than pwviding finnncial and insur.ince 
services 

Operati11,: .wrp/11.\ Gros:; output at p1oducers' vulucs /('1,r; the 
sum of intermediate consumption. compensation of em
ployees. consumption of fixed capital and indirect taxes 
reduced by subsidies 

OtlH•r cfop{}sit.1· All claims other than currency and trans• 
ferable deposits. on the monetary system, other financial 
institutions and government that are represented by evidence 
of deposit 

Other financial imrit11tiom Entities other than monetary insti
tutions or life insurance companies and pension funds which 
primarily engage in financial transactions on the market, 
consisting of both incurring liabilities nnd acquiring financial 
claims on others 

Othl'r goods c111d S£'rl ias Goods and services which are not 
normally sold in the market at a price intended to cover 
their cost of production These items consist of most of the 
gross output of producers of g"overnment services and non
profit services to households, the domestic services rendereci 
by one household to ano~her. and direct purchases abroad 
by households and government serviCes 

Other goods a11d serdce.~ account Account relating to the 
supply and disposition of other goods ur.d services 

Other mo11etary institutions All banks except the central 
bank, which have liabilities in the form of deposits payable 
on demand and transferable by cheque or otherwise used in 
making payments. 

Payabh!-receirable basis. An item is payable at the time the 
payer has a contractual or legal obligation to pay it; or, in 
the case of unrequited transfers other than t:.1 r:s, fines, etc 
assessed by the public authorities, the payment \~ made An 
item is receivable at the time the recipient has a contractual or 
legal right to receive it or, in the case of unrequited trans
fers other than taxes, fines, etc assessed by the public 
authorities, the item is rct.:eived 

Pension funds Separately organized schemes e$lahlished for 
purposes of insuring incomes on retirement fur !ipecific 
groups of employees, which are not part of govc r nment 
social security arrangements anJ engage in financial trans
actions in the capital market 
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Primary inputs The sum of compensation of cmph1yees, 
operating surplus and consumption of fixed capital 

Private consumption npemli'wrc Final consumption expendi
ture of households and private non*profit institutions serving 
households 

Private enterptiier Enterprises in which private parties own 
all, or a majority, of the shares, other capital participation 
or equity and which privati! parties control 



PrivMe non-profit irl'flillltions H'rving enterprises. Private non
profit bodies which mainly serve enterprises and are not 
whol!y, or mainly, financed or controlled by enterprises 

Private 11011-profit inrtitutiom Sl•n•ing housclwld.s Institutions 
not entirely, or mainly. financed and controlled by organs 
of general governrnenl, which primarily furnish social and 
community service::i· to households free of charge, or at sales 
prices which do not fully cover their cost of production and 
which employ the equivalent of two or more full-time 
employees 

Producen Industries. producers of government services, 
producers of non-profit services to households and domestic 
services rendered by one household to another 

Producer,<; of go1<?r1111wm servic:e~ All departments, estab
lishments and other bodies of central, state and local 
governments which engage in such activities as adminis
tration. defence, health, educational and social services, and 
promotion of economic growth whether accounted for, or 
financed in ordinary or extra-ordinary budgets or extra
budgctury funds Includes social security schemes in respect 
of large sections of lhe community imposed. controlled or 
financed by g:.:,vctnment non-profit instituth.ms entirely, or 
mainly finar.ceJ and controlled by general government or 
mainly serving general government, and embassies, con
sulatC'i and military establishments of a country located 
abroad 

Produars of pdl'lJtc 11on-pro{it H•n•ia1 to ho1Hcholds Bodies 
which mninly furnish social and community services to 
households free of charge, or at sales pricts which are not 
intended to cover fully the costs of producing the services, 
and which are not entirely, or mainly, financed and con
trolled by the public authorities Neighbourhood, sport, social 
and similar clubs which employ less than the equivalent of 
two or more employees are excluded Also excluded are the 
subsidiary commercial activities of private non-profit insti
tutions, such as eating and drinking facilities, publishing 
and selling postcards and books, if the scale of these activi
ties is relatively large, owning and Jetting dwellings and 
owning and providing dwellings to stall 

Producen · values The value in the market of the gross out
put of commodities, industries. etc. at the establishment of 
the producers; or the sum of the values of direct inputs, 
intermediate inputs at purchasers' values and indirect taxes 
frs.f subsidies in respect of the commodities, industries, etc 
The value added of industries at producers' values is equal 
to gross output of the industries at producers' values less 
the purchasers' values of the intermediate consumption in 
respect of the gross output 

Production accounts Commodity and activity accounts. 

Property income. Actual and imputed transfers of income 
accruing from the ownership of financial assets, agricultural 
and other land, patents, copyrights, concessions and similar 
intangible assets 

Pr0prietors· net addition to the accumulatior1 of quasi-corporate 
enterprfa•es The net additions which the owners make to 
the funds and other resources of quasi-corporate enterprises 
for purposes of the capital accumula~ion of these enterprises 

Public corporations Corporations wholly. or mainly, owned 
and/or controlled by the public authorities All public 
financial institutions are treated as corporations 

Publir enlerprisl!s Government enterprises and public car~ 
porations In eithC:r case organizations which are entirely, or 
mainly, owned and/or controlled by the public authorities 
consisting of establishments which by virtue of their kind of 

activities. technology and mode of operation are classed as 
industries 

Purcharcrs· values rhe cost of goods and services in the 
market to the point of delivery to the purchaser Equals 
producers' values plus the trade and transport margins appro
priate to the purchaser in question 

Quasi-corporate enterprises Relatively large ordinary part
nerships, sole proprietorships and government enterprises 
which have complete profit-and-loss statements and complete 
balance sheet accounts on the financial assets and liabilities, 
as well as the real assets, involved in the business All 
unincorporated enterprises which are financial intermediaries 
and all unincorporated enterprises owned by non-residents 
are treated as quasi-corporations 

Rent Net rents for the use of land for agricultural and other 
purposes are included in income from property Rents for 
buildings, machinery, equipment etc are treated as pay
ments for a commodity-type service 

Required current rrmisfen Transfers of income which involve 
a quid pro quo (are contractual). for example, income from 
property and entrepreneurship. premiums reduced by service 
charges and claims in respect of casually insurance, and 
payments and receipts accruing from uninsured injuries or 
damages, or' breaches of contract 

Resident govanment bodies Central, state and local govern
ment bodies of a country located in its domestic territory, 
and the embassies. consulates ;md military establishments of 
a country lm:ated abroad International organizations located 
in the territory of a country are considered non"resident 

Resident hmHeho{d,,; and indii•iduuls All individuals living 
within the domestic territory of a country, except foreign 
vis:tors in the country for less than one year for purposes 
such as recreation, holidays. medical care, study tours, con
ferences, sport events; crew members of foreign vessels on 
lay-over; commercial travellers and seasonal workers in the 
country for less than one year; official. diplomatic and con
sular representatives and members of the armed forces of a 
foreign country; and employees of international bodies who 
are not citizens of the country and are on a mission of less 
than one year in duration 

Resident industries. other producers and similar unils Units 
engaged in production on the domestic territory of a coun
try, including branches of foreign enterprises. 
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Rerident non-profil institutions, Non-profit institutions located 
in the domestic territory of a country 

Revaluation account. An account on the revaluations and other 
entries which are required to link the entries in the balance 
sheet account of institutional units at the end of a period of 
account with the entries in their balance sheet account at 
the beginning of the period of account and the transactions 
on their capital finance account during the period of account 

Royalty, Payment for concessions, the use of patented or 
copyrighted materials, and similar rights; treated as income 
from property 

Saving The difference between the current rec~ipts and the 
current disbursements; the balancing item on the income and 
outlay account 

Short-term hills and bonds Bills and bonds with original 
maturity of less than one year 

Social asshtance grants Cash grants to individuals and house
holds, by public authorities, private non-profit institutions 
and corporate and quasi-corporate enterprises, except social 
security benefits and unfunded employee welfare benefits 



Social securily benefits Payments made to individuals under 
social security schemes, usually out of a special fund 

Social security funds. Schemes imposed, controlled or financed 
by the public authorities for purposes of providing social 
security benefits for the community, or large sections of the 
community, which are separately organized from the other 
activities of the public authorities and hold their assets and 
liabilities separately from them 

Stale and local governmetll All departments, offices, estab
lishments and other bodies included under general govern
ment which are agencies or instruments of state, provincial. 
district, municipal or other organs of government except the 
central authority 

Statistical units The units of observation and classification 
used for each category of transactor 

Subsidiary An incorporated enterprise, the majority of the 
equity of which is owned by another enterprise. The term 
is used in this report in respect of resident incorporated 
enterprises which are subsidiaries of foreign units or foreign 
subsidiaries of resident units 

Subsidies All grants on current account made by government 
to private industr:es and public corporations; and grants 
made by the public authorities to government enterprises in 
compensation for operating losses when these losses are 
clearly the consequence of the policy of the government to 
maintain prices at a level below costs of production 

Surplus of the naliorr 011 current transactions The excess of 
receipts on current account over disbursements on current 
account in respect of the transactions of a country with the 
rest of the world, 

T a11gibfe assets Ownership of fixed assets, stocks of non
durable goods, land, mineral deposits, timber tracts and 
the like. 

Trade arrd lransport margins The value of the transport and 
distributive-trade services provided in delivering commodities 
from the establishments of the producers to the end-use 
purchasers The sum of the producers' values of commodities 
and the trade and transport margins is equal to the pur
chasers· value of commodities 

I rade credit and advatices Credit extended in respect of sale 
(purchase) of goods and services; and advances for the 
production of goods and services in progress or to be 
undertaken, 

Transactors, The resident ccohomic agents of the system 

I ransactor unils.. See Statistical units, 

Transfer costs, Dealers' margins in respect of second-hand 
goods, scrap, land, etc., transport and installation charges in 
respect of second-hand goods; legal fees in respect of trans
actions in land, old buildings, leases, brokers' commissions 
in respect of transactions in land, second-hand buildings, 
financial claims and other intangible assets; and similar 
expenditures. 

Transferable deposits. Deposits that are exchangeable on 
demand at par and without penalty or restrictions and that 
are transferable by cheque, or are otherwise commonly used 
to make payments 

T ramfers See Current transfers and Capital transfers 
Traru-fers in kind Transfers of food, clothing, military equip

ment, etc from one government to another; gifts in kind to 
resident and non-resident private non-profit im,tilutions 
serving households; migrants' transfers of household and 
personal goods; and gifts in kind between resident and non
resident households 

Unfunded employee welfare benefits Pensions, family allow• 
ances, severance and lay-off pay, maternity leave pay, work
men·s and disability compensation. reimbursements for 
medical expenses and other casualties which employers pay 
directly to their former or present employees without having 
special fQnds, reserves or insurance for these purposes 

Unfunded employee welfare w11tributiom imputed The 
imputed contributions which are included in compensation of 
employees in respect of the obligations of employers to pay 
directly to his employees pensions, family allowances, 
severance and lay-off pay and other employee welfa1e bene
fits where the employers do not have special funds, reserves, 
insurance for these purposes 

Uninwrporated entcrpriH:s Individual proprietorships and 
partnerships which are not treated as quasi•corporate enter
prises and which arc included in the same institutional 
sector as their owner(s) 

Unrequited current trans/en Transfers of income which do 
not involve a quid pro quo and which are non-contractual 
in charncter, for example, direct taxes, social security bene
fits and contributions. social assistance grants. grants between 
governments to finance the military or other consumption 
expenditure or budgetary deficit of a government and grants 
to finance the current operating expenses of private non
profit institutions 

237 

Vaille added at factor rn/uc.\ See Factor values. approximate 
and true 

Value added at produc.er•.( llllue~ See Producers· values 

Wag,•1 and salarie~· Al! payments which employees receive 
in respect of their work. whether in cash or in kind. and 
before deduction for contributiom, to social security, with
holding taxes and the like. Includes military pay, commis• 
sions, tips, bonuses, cost-of-living and dearness allowances, 
fees to ministers of religion and members of boards of 
directors, and the cost to the employers of food. lodging. 
ordinary clothing. etc which they provide free of charge, or 
at a reduced cost to their employees 

Wages and salaries in kind Goods and service~ acquired or 
produced by industries, producers of governi.1ent services 
and producers of private non•profit services to households 
which are provided to their employees free of ch'arge, or at 
markedly reduced cost, and are of clear and direct benefit 
to the employees 

Withdrawa/.r from entrepreneurial imome of ,1u.:ai-wrporate 
enterprises Actual payments made to the proprietors out 
of the operating and property income of quasi-corporate 
enterprises The withdrawals may be negative, that is the 
proprietors may provide funds to the enterprise to com
pensate for operating losses 



INDEX 

Account, concept of 1.12, 1 27 
Accounts: 

in' matrix form table 2 .1, table 2- 17 
standard annex 8 .2 
supplementary for developing countries annex 9. 1 
coding of transactions in annex 8 .1 

Accounts, presentation of: 
criteria L 14 
alternatives: 

straightforward accounts 1.15-1.20 
balance statements 1.15-1 .17, 1.21-1.22 
matrices 1.15-1.17, 123-127 
equations l.15-LJ7, I 28-1 33 

mainly used: 
matrices 1.34 ff, chapter 11 
standard accounts and tables 1. 34 ff., chapter VIU 

Accumulation, proprietors' net additions to 7 ,44, 7 .90-7 .94 
Actuarial reserves of life insurance 6 38 
Advertising costs 6 63, 6 l 02 
Alteration (major), outlays on 6.126 
Areas, supplementary accounts for developing countries 9.21-

9 .36, annex 9 1 
Armed forces: 

pay and allowances of 7.12, 7 16 
residence of when stationed abroad 5.117 

Bad debts 7.107 
Balance sheet ttccount: 

description 135-139 
history and future L8, L85 
in matrix form 1-37-139, 160-1.67, 283-292 

Banks and similar financial intermediaries: 
gross output 6.32-6.35 
service charge 6 32-6 38 

Bills 790-791 
Bonds 7.90-7,91 
Border workers: 

residence of 5 117 
direct purchases abroad of 6 85 
wages and salaries of 7.3 

Branches, foreign: 
Withdrawals from entrepreneurial income of 7.43-7,45 
Retained saving of 7.72, 8,100, table 26 of annex 8"3 

Breach of contracts 7 57 
Business traveller, direct purchases abror.d 6.85 
By-products, treatment in input-output tables 3.15, 3.38 ff. 

Capital stock at constant prices 4.£1-4.33 
Cap;tal finance account: 

description 7 1, 7 .6 
transactors of 53-5.5, 5 48-5.81 
in matrix form 1.57, 2,58, 2.60-2 .. 61, 2,66-2,72 
in standard accounts and tables: 

accounts 8.11-8"15, 8.31-8.32, annex 8,2 
tables K34, 8.54-8.65, annex 83 

Capital formatior account: 
in matrix form 258-2,65, 2.67 

in standard accounts and tables: 
accounts 8.11-8.12 
tables 8 34-8.53, annex 8 3 
valuation 8 .93-8.94 

Capital formation, gross: 
changing concept of I .95 
description and definition 5.9;, 6-3, 6.102-6.129 
classification 6.114, table 6.2, 6.117 and 6.129, table 6.3 
supplementary classification·s for developing countries 9. 15, 

9.26 
Capital transfers: 

·a reQistributive transaction 7.39 
definition and application 7 .74-7 ,82 
treatment in matrix form 2,68 
tr~atment irt standard accounts and tables 7 .8, 7 .34, an-

nexes 8,2 and 8.3 
Central bank, definition of 5 .48 
Central government, definition of 5.48 
Classifi_cations: 
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commodity 23, 2.5, 649-6.54, 8.35, 837 
competitive-complementary imports 3 .5, 8 46 
second-hand goods, scrap, waste 6 54 

compensation of employees 7,12-7 .. 14 
durability of household (consumer) goods 6.93-6 .. 95 
enterprises (public-private) 5~4, 5.50~5.55, 9. I l 
entrepreneurial income 8 .60-8 61 
exports 6 138-6.139, table 64 
final consumption expenditure of government 5 86, table 

5 3, 8 .39 
final consumption expenditure of households 6.93, table 

6.1, 8.49-8.52 
final consumption expenditure of private non-profit services 

to households 5.86-5.93, table 54 
fina_l use 6J 
financial claims 7 .. 88-7.10), table 7.2, 8 .. 102 
financial institutions table 511, 5.54, 5.56, 5.58-5,59, 5 82-

5.,85, 5 89-5.94 
fixed capital formation 6.117, 6 . .129, table 6.3, 8-35, 8.42, 

8.53 
general government 5,65-5.67, table 5 1 
goods and services in international trade 6.138-6.139, table 

6.4, 8.35 
gross output 9J3 
households 5.73-5 .76, table 5. 1 
household goods and services 6,93-6-95, table 6.1, 8-40-8.41 
imports 6.138-G.139, table 64, 8,37 
industries (market/own-account) 9.53 
institutional sectors 2.29, table 5 1, S 48-5,59 
kind of economic activity 2.3, 2.5, 2.30-2-31, 5-49, 5.59, 

5.82-5.85, table 5.2, 8.35-8.37, 844, 8.46 
modes of production 9.11. 9 .. 26 
producers 5.6 
property income 7A6 
purpose of expenditure 2.28, 2.37-2.38, 5 86, tables 5 .3 

and 5.4, 8 .35, 8 50 
stocks 6114, table 6.2, 8.35, 8.42, 8.53 
transactors 5.6, 5.48 



Classifications (continued): 
transfers 7. 39 
unrequited current transfers 7 63-7 64, table 7 .. 1 

Civil defence: 
classification by purpose table 5.3 
fixed capital formation in 6 66 

Commodity: 
description and definition 1 46, I 50, 6. 2 
classification of 2 3, 6 49-6.54, 8 35, 8 37, 8 46 
basis for input-output analysis 3 2-3-11, 3.13-3.15, 3,23-

3 24, 3 36-3 44, 3 62 
produced by producers of government and private non-profit 

services 6A4-6.45, 6.100 
Commodity account: 

in matrix form 1 50, 2 3, 2-8-2 17 
in standard accounts 6.3, 8 t3-8J4, 8,18-8 20, annex 8.2 

Commodity-flow technique, constant-price analysis 8 .45, 8A7 
Commodity technology assumption in input-output analysis: 

description 3 24 
application 3 25-3 27, 3 38 ff, annex of chapter III 

Community and social services, government 5 .86, table 5 3 
Compensation of employees: 

description and definition 7. 11 
classification 7.12-7.14 
in account in matrix form 2-40 ff. 
in standard accounts 7 3, annex 8.2 
in standard tables annex 8.3 

Composite products, treatment of in price and quantity indexes 
4 64-4 66 

Consolidated accounts of the nation: 
four accounts of the nation 1.16-1 33, 1-41-1 42, 1 .68-1 69, 

1 76, 1 80, 2 76-2 82 
in standard accounts 8.1t-812, 8 24-8.26, annex 8.2 
for developing countries 9.60 

Constant-price data: 
history and future 15, 1 86, chapter IV 
two approaches 4 .3-4 9 
valuation 4 I 0-4 17, 4 98-4. !06 
decomposition approach elaborated 4. 10-4 94 
problems 4 50-4. 72 
series of indicators 4. 73-4 83 
illustrations 4 84-4 94 
mathematical discussion 4 95-4.138 
in standard tables 8 43-8-53, annex 8 .3 

('onstruction projects, treatment in gross capital formation 
6.107 

Consumption expenditure account: 
in matrix form 1.52, 2 23-2 26, 2.76-2.77, 2.79 
in standard accounts 8.11-8.16, 8.21-8.22, 8.93-8.94, 

annex 8.2 
in standard tables 8 .34-8 53, annex 8-3 

Consumption expenditure, final, see Final consumption ex
penditure 

Consumption of fixed capital: 
definition and description 7 .19-7 .20 
constant price 8.45 
in account in matrix form 2-40 ff 
in standard accounts 7 8, 7.19-7"24, 8.95, 8,101, annex 8.2 
in standard tables 8.47, annex 83 

Contributions to social security, pension, casualty insurance, 
life insurance etc, schemes: 
by employers 7.11-7.13 
by employees 7.12-7 13 
imputed employers' contributions to private unfunded 

schemes 717-7.18, 7.67, table 7,1 
Co-operatives, institutional classification 5,50, table 5.1 

Corporations, definition and institutional classification 5.4, 
5 50-5 .54, table 5 I 

Credit sales: 
treatment 6. 29 
time of recording 6 .81 

Crops, natural growth of 6. I 03 
Currency and deposits, definition table 7 2 
Current transfers: 

requited and unrequited, definition and classification 7.39 
unrequited: 

discussion 7 58-7 -73 
definition 7.5, 759-760 
time of recording 7.61-7 62 
classification 7 .63-7 .64, table 7 -1 
of households to government bodies 6.90, 7.63-7.64 
of households to private non•profit bodies 6.91, 7"63-

7.64 
of government bodies to private non-profit bodies 

6 100-6. 101, 7 35 
of government bodies to households 7 35 
treatment in matrix form 2.49-2-50, table 2J and 2-17 
treatment in standard accounts and tables 8 29, an-

nexes 8-2 and 8 3 

Death duties 7 ,80 
Defence expenditure, see Military expenditure 
Depletion of natural resources 7 19 
Depreciation, see Consumption of fixed capital 
Diplomatic and consular personnel: 

residence of 5.117 
direct purchases abroad of 6 85 

Direct taxes, see Taxes, direct 
Disposable income: 

definition 7 5 
in standard consolidated accounts of the nation 8-24, 

annex 8 2 
in standard tables 8. 56. annex 8 3 

Disposition of goods and services, classification of 6 J, 
table 8 2 

Distributive-trade margins: 
in matrix of system 2,9, table 2.1 
in valuation of commodities at basic values, producers' 

values and purchasers' values 4.11~4,25, tables 4.1~4.4, 
498-4103 

valuation of, in gross output 6.14 
in standard accounts and tables 8.18, 8. 93-8 94, annex 8,2, 

8107-8.108, annex 8-3 
in supplementary table 9 55, table 28 

Dividends: 
description and definition 7 A8 
in standard accounts and tables 7 90-7.91, 8 28, annexes 

8.2 and 8 3 
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Domestic factor income: 
as measure of production 6,9 
at constant prices 8-45, 8A7, 8.117 
in standard tables annex 8.3 

Domestic production 5.96, 5.112-5, l 13 
Domestic services of households: 

as class of producer 5A6 
production account of: 

in matrix form 2.24 
in standard accounts 8-14, 8 23, annex 8.2 

Domestic territory: 
description and definition 5.100-5, 102 
capital formation in 5.97, 5,112-5J 13 



Domestic territory \Conlinued): 

final consumption expenditure of households in 5 97, 6 84-
6 85, 8 16, 8.40, annexes 8 2 and 8 3 

Double-deflation technique, constant-price data 8 .45, 8 .47 
Drawback 2 IO, 3 29, 3 54 
Durability, classification of household (consumer) goods by 

6 93-6 95 
Durable goods: 

in fixed capital formation 6 115 
in intermediate consumption of government services 6 66 

Economic analysis, SNA as basis for 1.71 
Economic models, disaggregated, SNA as a basis for 1.4, 

110 ff 
Economic policy, SNA as basis for L71 
Employees, outlays by, treated as intermediate consumption 

6 59, 6 86 
Employment data: 

in full system 8.48, 8 J 19-8. l 21, annex 8 3 
supplementary classification for use of developing coun

tries 915-9 16, 9 26 
Enterprises: 

statistical unit for 2 30, 5.49 
classification of, by kind of economic activity 2 30-2. 31, 

5 49, 5 54-5 59, 5.83-5.85, table 5 2 
definition of public and private 5.54-5.55 
residence of operating internationally 5. 103-5 111 
saving of 7.71-7,73 

Entrepreneurial income: 
treatment in matrix form 2 44 
definition and description of 7.4, 7 .40-7 42 
in standard accounts and tables 8 .28, 8.60-8.61, annex 8 .3 
proprietors' withdrawals from 7.43-7 .45, annex 8 2 

Equities, corporate 7.90-7 91, table 7 2 
Equity of households in life insurance and pension funds, 

net 7 90-7 91, table 7 2 
Establishment: 

statistical unit for industries 26, 5.6, 5.15-5.23 
as statistical unit for producers of government services 

531-534 
as statistical unit for producers of private non-profit ser

vices 5 41-5.45 
classification by kind of economic activity 2.30,2.31, 5.82· 

5 85, table 5.2 
supplementary classifications for use of developing coun

tries 9.1 I, 9 15-9 16 
Exports, goods and services: 

description and definition 6. 130 
recording in matrix form 2 73-2.74 
as a final use 6.3 
time of recording 6.131-6-134 
valuation 6 136,6.137 
stocks in 6 106 
sources of information for 6 .I 35 
classification 6. 138.6 139, table 6 .4 
index numbers of 4.34 

External transactions account: 
in matrix form and illustrative account L34 ff, 1.58-1 59, 

273-2.75, tables 21,212 and 2.17 
in standard accounts 8.12, 8.33, annex 8.2 
in standard tables 8 66, annex 8.3 

Extra-territorial establishments of government 6. 116 

Fees to public authorities 7.63•7,64, 7.66 
Fines to public authorities 7 .63-7 ,64, 7 .66 
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Final consumption expenditure: 
as a final use 6 3 
of households: 

definition 6. 80 
classification 6.80, 6 93•6 95. table 6.1 
valuation and recording 6.81-6 83 
two concepts 6 .84-6 .85 
boundary problems 672-6.76, 6.86-687, 6.97-698, 733 
quarterly data 8 79 
simplified and supplementary classification for use of 

developing countries 9.26 
of government and private non-profit bodies: 

definition 6.96 
classification 5 86-5.94, tables 5 .3 and 5 4 

in accounts in matrix form 1 52, 2.27-2 28, 2.33-2.38 
in standard accounts 75, 8 16•8.17, 8.21-8 22, annex 8.2 
in standard tables 8 39-8.41, 8-49-8.52, annex 8.3 

Finance companies, service charge 6. 3 t 
Financial claims: 

in matrix form: 
Hows I 56, 2 69 
stocks 1.36, 162, 1.64, 1.66, 2 83-2 92 

classification 7.-88-7 109, table 7 .2 
time of recording 7 99-7.102 
basis of recording 7.103-7 105 
valuation 7 .106-7.109 
in standard capital finance account 7.7, 8 31-832, 8.102, 

annex 8.2 
in standard tables 8 63-8.65, 8126-8.129, annex 8.3 

Financi.i1 institutions: 
description and definition 5 48, 5 .50-5.53, table 5 I 
classification 5 54-5.59 
statistical unit 5.60-5 .63 
as producers, gross output 6. 30-6.40 
as an institutional sector 2 .29 
accounts of, in matrix form 2 41, 2 52 
in standard accounts 8. 15, annex 8 .2 
in standard tables 8 .65, annex 8 3 

Fiscal and other public monopolies 7.31-7.32 
Fisher's ideal index number 4 44, 4.46-4.47 
Fishing vessels, with respect to domestic territory 5.100-

5.102, 5 109 
Fixed capital formation, gross: 

description and definition 6 .. 115•6, 117 
borderline problems 6 60-6.62, 6.121-6.128 
time of recording 6,118 
valuation 6 119-6 121 
classification 6JI7, 6.129, 8-42, 853 
quarterly data 8.79 
in accounts in matrix form 1 55, 2. 58, 2.65 
in standard accounts 7.7, 8.17 
in standard tables 8.42, 8. 53, annex 8 .3 

Floating platforms for gas and oil extraction, with respect to 
domestic territory 5.100-5.102 

Flows of commodities: 
at basic values 2.9, 2.19, table 2.1, 4.19-4.20 
at producers' values 2,9, 2.19, table 2.1, 4.20 
at purchasers' values 4.23 
measurement in constant prices 4.2-4 3 

Flow-of-funds analysis: 
history 1, 7 
SNA as basis for 1-78 

General government: 
as an institutional sector 2.29 



General government (continued): 
description and definition 5 48, 5 64, table 5 I 
classification 5 65-5 67 
statistical unit for 5 68-5 69 
accounts of, in matrix form 2 29, 2 41, 2..52 
in standard accounts 8 15, annex 8 2 
in standard tables 8 59, 8 62, annex 8 3 

Gold: 
a financial asset 7 90-7 91 
treatment in exports and imports 6 138-6 139 

Goods for processing, in international trade 6 134 
Goods and services, other (non-commodity): 

description 6 2. 6.3, 6 43, 6.45, 6.89, 6.101 
in standard accounts 8 13-8.14, 8 21-8 22, annex 8.2 

Goods and services provided directly to households or financed 
by: 
government services 6 72-6 74, 6.86 
private non-profit services 6. 73-6 74, 6 92 

Government bodies: 
as industries 5 I 0-5 12 
as producers of government services 5 24-5 26 
as public corporations or quasi-corporate government enter-

prises 5 50-5 .53, table 5 .l 
as part of general government 5 64, table 5.1 
classification of purposes of 5 86-5 94, table 5 3 
residence of 5. 112 

Government enterprises: 
definition of table 5. 1 

classification of 5 .53, table 5 I 
Government industries 5 10-5 12, 7 37 
Government lending agencies. classification of 5 58 
Grants by government to private non-profit institutions serving 

households 7. 35 
Gross domestic product: 

description and definition 6 4 
methods of compiling 6 .5-6 9 
decomposition of 8 11, 8 16 
in standard accounts and tables 8 16, 8 36, 8.43, annexes 

8 2 and 8 3 
statistical discrepancies in 8.67-8.68 
quarterly data 8 79 
supplementary classification for use of developing countries 

9 15, 9 26 
Gross margin in distributive trade, as a basis for valuing gross 

output 6.14 
· 11 C)SS output of goods and services: 

general discussion 6 10-6 54 
of industries 6 11-6 40 

description and definition 6 .4, 6, 11 
valuation 6 12-6.17 
unmarketed 6 18 

of producers of other goods and services 6 41~6 45 
forms of valuation of 4 10-4 25, 4 98-4.103 
constant-price data 4 J 7-4 40, 4. 77 
in standard accounts and tables 8 23, 8.45-8 46 
supplementary classifications and tables for use of developing 

countries 915, 9.51-9 52 

Hire-purchase, see Credit sales 
Hotels and restaurants, consumer expenditure on 6 95 
Households as transactors of production and consumption 

expenditure accounts domestic services of 5 46 
as consumers 5 .4 7 
in accounts in matrix form 2.28-2.29, 2.33-2 36 
in standard accounts and tables 8. I 6-8 .17, 8 .21-8 23, 8.40-

8 41, 8 52, 8 114, annexes 8.2 and 8 3 

Households as tnrnsactors of income and outlay ana capital 
finance accounts: 
description and definition 5 72, table 5 I 
classification 5 73 .. 5 76 
statistical units 5 78-5 8 I 
accounts in matrix form 2 41, 2 .52 
in standard accounts and tables 8 15, 8 60, 8 133-8 135, 

annexes 8 2 and 8 3 
Household final consumption expenditure in the domestic 

market 6 84-6.85 
Household goods and services, classification of 2 28. 6 93-

6 95, table 6.1 

Imports of goods and services: 
description and definition 6 130 
time of recording 6131-6 134 
sources of information for 6 135 
valuation of 6 136-6 137 
stocks in 6 106 
in input-output tables 3 32-3 35 
as supply of goods and services 6 2 
classifications of 6.138-6139, table 64,837 
in standard accounts and tables 8 16. 8 66, annexes 8 2 

and 8 3 
constant-price data 4 35 

Imputations: 
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bank service charge 6 32-6 35 
casualty insurance service charge 6 37, 7 53 
compensation of employees 7 12 
employers' contribution to private pension and other welfatt: 

schemes 717-7.18, 763-764, 767 
finance company service charge 6 31 
interest on equity in life insurance reserves and pension 

funds 7 48. 8J00 
life }rsurance service charge 6.38 
own-account consumption 6 19-6.22 
own-account fixed capital formation 6 23-6.24 
rent from owner-occupied dwellings 6. 22. 6J 28 
rent for dwellings supplied to employees 7 16 

Index numbers: 
constant-price data 4 26-4 43 
types 4.44-4.47 
numerical illustration 4. 84-4 94 
price versus quantity approach 4 48-4 49 
indicators for 4.73-4.83 
mathematical discussion 4. l 12-4. 134 

Income as basis for measuring gross domestic product 6.8 
Income, analysis of distribution and origin of: 

SNA as basi!i for 1.78 
future work 1 87 
in accounts in matrix form 2.31, 2.42-2.57 
in standard accounts and tables 8 28-8.29, 8.55-8 57, 8.60, 

8133, annexes 82 and 8.3 
Income factor: 

description and definition 6 9 
in standard tables 8.54-8 55, annex 8.3 

Income and outlay account: 
transactors of 5 3-5.5, 5.48-5.81, 5.99 
in matrix form I 53, 2.27, 2 29-2.31, 2 39-2 57 
in standard accounts and tables: 

accounts 8 11~812, 8.15, 8.24-8 30, annex 8.2 
tables 8.34, 8.54-8.65, annex 8.3 

of central government and social security funds, quarterly 
8 79 

Indirect taxes, see Taxes, indirect 



Individuals: 
as a lransaclor 5 79, 5 81 
residence of 5 114-5 117 

Industries: 
description and definition l 46, 5 7-5 9 
government industries 5 10-5 12 
own-account activities of households and private non-profit 

bodies 5 13 
private non-profit bodies primarily serving business 5.14 
statistical unit for 5 l 5-5 23 
classification according to economic activity 5 82-5.85, 

table 5 2 
residence of 5 100-5.111 
gross output of 6 11-6 40 
intermediate consumption of 6 56-6.63 
gross capital formation of 6 105-6 129 
accounts in matrix form 2 19-2 21, 2 62-2 63, 2 65 
in input-output tables 3 7-3 15, 3 23-3 24, 3 42, 3,52, 3 62 
in standard accounts and tables 8 14, 823, 8 36-8J8, 

annexes 8 2 and 8 3 
purchases from government and private non-profit bodies 

6.97-6 99 
Industry technology assumption in input-output analysis 3 24-

327, 3 38-3 52 
Inputs, primary, at constant prices: 

estimates and indicators 4 42, 4 76, 4 79-4 .83 
relationship to output and productivity of 4 84-4 85, 4 90-

4 94 
Input-output analysis: 

history I 6 ff 
SNA as basis for 1.72, l. 78, chapter 111 
according to industries 2 5, 3 7-3 11 
according to commodities 2 9-2 l 0, 3 2 -3 6 
problem of subsidiary products 3 24-3 27, 3 36-3 37, 3 63-

3.65 
construction of tables 3.13-3 16, 3.58-3 66 
input-output coefficients 8.45 
basis of valuation in tables 3.28-3 31, 3 61 
discussion of ideal tables 357-3.66 
standard tables for 8 36-8 38, 8 45, 8 47, 8 107-8 108, 

annex 8 3 
frequency of compilation 8 77 
mathematical basis 3 67-3 100 

Institutional sectors, definition and classification 2 29, 5 48-
581, table 5.l 

Institutional-type unit: 
for the income and outlay and capital finance accounts 

560-5.63, 5.68-5.69, 571, 577-580 
classification according to economic activity 5 82-5 85, 

table 5 2 
Insurance, casualty: 

service charge (contribution to gross output) 6.37, 6,39, 
7.53 

treatment and time of recording in income and outlay 
account 7.5, 7 53-7.54 

Insurance company, definition as institutional sub-sector 5-48, 
table 5 I 

Insurance, life: 
service charge (contribution to gross output) 6.38 
treatment in capital finance accounts 7 55 
free saving of 7,71 
policy holder's equity in reserves of 7 90-7-91, 7 95.7 96 

Intangible assets other than financial claims: 
definitim, of 7 86 
as a form of accumulation 7 7 

treatment of: 
purchases and sales 6 27, 7 86· 7 8 7 
income from 7 52 

Interest: 
definition and description 7 48 
part of property income 7 4 t 
in standard accounts 8.28, 8 100 

Intermediate consumption: 
of industries: 

definition 6 56-6 57 
boundary problems 6 58-6 63, 6 85 

of producers of government services and of private non
profit services to households: 
composition 6 64-6 66 
classification 6 67 
valuation and recording 6. 68-6 .69 
boundary problems 6 70-6 78 

of user of land 6.47, 7 50 
in standard accounts and table!. 6 3, 8 16, 8,23, 8.45 
constant-price data 4.37-4 40 

International institutions, residence of 5 113 
International Monetary Fund treatment of: 

definition of goods and services in international trade 6,138 
definition of international reserves 8 .64 
goods for processing in international trade 6.134 
producers operating in several countries 5. 103-5 108 
repair services in international trade 6 134 
time of recording international transactions 6 131 
valuation for balance of payments 6.136 

International reserves, treatment in standard tables 8 64 
International trade statistics: 
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as a source of data 6.139 
time of recording transactions in 6.131-6 t 35 
valuation of transactions in 6 136 

International Standard Industrial Clas!.ification of all Economic 
Activities (!SIC) 5 84. table 5 2, 6 51 

Joint products, treatment in input-output table 3 15, 3,38 ff. 

Labour, quantum of: 
indicators 4 80 
in standard tables 8.48, 8.119-8 121, annex 8,3 

Land, timber tracts etc : 
definition 7 83 
as a form of accumulation 7.7 
treatment of: 

purchases and sales 6 27, 6 103, 6.128, 7 84-7 85 
rent 6 47, 7 49 
improvements in 6 l 03 

Laspeyres' index numbers 4 44-4 46 
Lending, net: 

description 7~88 
statistical discrepancies 8.67-8,68 

Life funds, description 6 .38 
Livestock, treatment with respect to gross capital formation 

6108 
loans 7.90-7.91, table 7 2 
Local government, definition as institutional sub-sector 5.48, 

table 5.1 

Maintenance, outlays on 6-127. 7 20 
Market research, outlays on 6 63 
Material Product Balances, System of (MPS), history of SNA

MPS relationship 1 5 



Matrices: 
description 2 .83 
as method of presentation of accounts 1 t 4, l 17, l 23H 

1.27, 1.34 ff., chapter II 
of input-output coefficients 3 36-3.44 
inverse 3.45 ff 

Military expenditure: 
classification as intermediate consumption of government 

services 6 115, 6 122 
transfers in kind 6.77 
contributions to joint military arrangements 6 78 

Military personnel: 
residence of 5 117 
direct purchases abroad by 6 85 
classification as employees 7 .11 
pay and allowances of 7 12-7 16 

Monetary institutions, other, definition as institutional sub
sector 5 AB, table 5 l 

Motor vehicle duties 6.90, 7 30, 7.65, table 7 1 

National accounting, history 1. 1 ff 
National disposable income: 

definition 7.5 
in standard accounts and tables 8 .24, 8 56 
statistical discrepancies 8 67-8 68 

National health scheme, classification of payments for services 
to individuals by private practitioners, hospitals 6 75-6.76 

National income: 
definition 7 .4 
in standard tables 8. 56 
statistical discrepancies 8 67-8 68 

Non-financial enterprises, corporate and quasi-corporate: 
definition and description 2 29, 5.48, 5 50-5 53, table 5 1 
classifications: 

into public and private 5.54-5 55 
kind of economic activity 5.59, 5.83-5.85, table 5,2 

statistical unit for 5 60-5 .63 
accounts in matrix form 2 41, 2 52 
standard accounts and tables 8.29-8.32, 8 58-8.59, annexes 

8.2 and 8 3 

Obsolescence, foreseen and unforeseen 7 19 
Operating surplus: 

definition 7.10, 7.38 
in accounts in matrix form 2.40-2 46 
in standard accounts and tables 7.2-7 4, 8 26, annexes 8.2 

and 8 3 
Own-account: 

production 6.19-6.22, 6 86-6 87 
fixed capital formation 6 23-6. 24 
construction 5-13(b) 
production of primary commodities 5 .13 (c) 
activities of household and non-profit bodies 5.13 

Owner-occupied dwellings: 
classification among industries 5 13(a) 
imputed rent 6 22, 6 .86 

Paasche's index numbers 4 44-4 .46 
Patents, copyrights etc: 

royalties in respect of 7 52 
purchase and sale of 7 52, 7 85-7.86 

Pension funds: 
definition and classification 5.56-5 57, table 5 1 
service charge (contribution to gross output) 6.40 
contributions to 711-7,13 

treatment of saving of 7 71 
net equity of households in 7 90, 7 .97-7 98 
supplementary entry in respect of pension reserves and funds 

not classifiable in ··insurance companies and pension 
funds" 8 99 

Pensions: 
from social security funds 527, 5.57, table 51, 711-712, 

7.67, table 7 I 
from pension funds and reserves 5 57, table 5 l, 7 .11-7 12 
unfunded 7.17-7 18, 7 67, table 7 I 

Price index numbers: 
general 4 2 
use in constant-price estimation 4.48-4 49 
comparable units of measurement for 4 50-4 72 
indicators for 4 73-4 83 

Priorities of compilation, 
general 8 80-8 86 
for use of developing countries 9 57-9 65, annex 9 2 

Private enterprises distinguished from public enterprises 5.55, 
table 5.1 

Private non-profit institutions serving business 5 14 
Private non-profit institutions serving households: 

definition as institutional sector 5 48, 5 70 
statistical unit 5 71 
residence of 5 114 
in standard accounts and tables 8 15, 8 103, 8 135, anne.xes 

8 2 and 8 3 
Producers of commodities and other goods and services: 

description and definition t .46, 2 7, 5 3 
broad classification of 6.2 
classification by kind of economic activity 2 3, 5 82-5 85, 

table 5 2, 8 36-8 37,844, 8.46 
in input-output analysis l 6, I 46 
residence of 5 96 
operating in several countries 5 103-5 108 
operating in international commerce 5 109 
accounts in matrix form 1 51, 2 8, 2 18-2 26. 2 39, 2 58. 

2 61 
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in standard accounts 5.82-5 94, 62, 611-648, 8.14 
contribution to gross output 6 11-6 48 
contribution to gross domestic product 6 6 
supplementary classifications and accounts for use of de

veloping countries 9,9, 9,37-9.46 
Producers of government services: 

definition 5 24-5 26 
social security arrangements 5 27 
~ther non-profit bodies 5 28-5 30 
according to economic activity 5 31, 5 82-5 85, table 5 2, 

5.89-5 94 
according to purpose 5.31, 5 82, 5 86-5 94, table 5.3 
contribution to gross output 6.41-6 45 
purchases by households considered as final consumption 

expenditure 6 .88-6 90 
consumption of fixed capital 7 20 
accounts in matrix form 2 22-2 23, 2 .. 62-2 65 
in standard accounts and tables 8.14, 8 21-8 23, annexes 

8.2 and 83 
Producers of private non-profit services to households: 

definition 5.35-5 38 
commercial activities of 5 39-5 40 
according to economic activity 5 41, 5 82-5 85, table 5 2, 

5 89-5 94 
according to purpose 5 .41, 5 82, 5 86-5 94, table 5 4 
contribution to gross output 6 41-6 45 
sales to government bodies 6 73-6.74, 6 92 



Producers of private non-profit services to households (cort
linued): 
sales to households 6 88-6 92 
sales to industries 6.97-6 99 
sales to other non-profit bodies 6.100-6 101 
account in matrix form 2 24-2 26, 2 65 
in standard accounts and tables 8 14, 8 21-8 23, 8.96-8 97, 

annexes 8 2 and 8 3 
Production accounts: 

history 1.6 
the resident producen 5.96 
matrix and illustrati,.e accounts 134 ff, 150-1.51, 2 3-

226,2.76,278 
standard accounts and tables 8 .11-8. 16, 8 21, 8 34-8 .53, 

8 .93-8 .94, annexes 8.2 and 8 3 
constant-price data 4-36-4.42, 477 
supplementary accounts and tables for use of developing 

countries 915-9.16, 9 32, 9.42-9.44, 9.49, 9.51-9 56, 
annex 9. l 

priority of compilation of, developing countries 9.60-9 .64, 
annex 9.2 

Production analysis 5.4 
Productivity analysis: 

SNA as basis for l 72, 8 45, 848, 8 51 
Productivity measurement: 

illustrations 4 84-4.85, 4.90-4 94 
mathematical discussion 4-122-4. I 36 

Property income: 
definition 7 46 
time of recording 7 47 
rent of land 6A7 
treatment in accounts in matrix form 2.46 
treatment in system 7A, 7A0-7Al, 7 46-7.52 

Public corl)orations, definition of 5 51, table 5.1 
Public enterprise: 

definition 5.48, 5 55 
profit or loss of 7.31-7.32, 7 36-7 37 
supplementary accounts for use of developing countries 

9 47-9 50, annex 91 
Purchasing-power measurement, constant-price data 4 .2-4. 8 
Purpose classification, government outlays 5. 31, 5 .82-5 .94, 

table 5.3, 8.50 
Purpose classifications, outlays of private non-profit bodies 

serving households 5.41, 5.82-5.94, table 54, 8.50 
Purposes of the System of National Accounts 1-75-1,82 

Quality changes accounting for in constant-price data 4 51-
4.56 

Quantity index numbers: 
general 4 2 
use in constant-price estimation 4-48-4.49 
comparable units of measurement for 4 . .50-4,72 
indicators for 4 .73-4 .83 

Quarterly national accounting data 8. 78-8 79 
Quasi-corporate enterprises: 

definition 5 50-5 53, table 5. 1 
entrepreneurial income of 7.42 
withdrawals from entrepreneurial income of 7.4:3-7A5 
proprietors' net addition to accumulation of 7.93-7 94, 

table 7.2 

Rail travel, expenditure on 6 95 
Recording: 

time of: 
intermediate consumption 6.68 

final consumption of households 6 81 
gross fixed capital formation 6J 18 
imports and exports 6.130-6J 35 
indirect taxes and subsidies 7 27-7 .29 
property income 7 47 
casualty insurance 7.54 
unrequited current transfers 7.61-7.62 
net purchases of land 7 .84 
financial claims 7 99, 7 .102 

degree o[ grossness: 
financial claims 7.103-7.105 
of transactions within the same sector 8.98, 8 110, 8.129 

Regional accounting: 
SNA as basis for 1. 78 
future work l. 90 

Rent: 
as payment for a service 6.46, 6 48 
as property income 6.47-648, 7-41, 7-49 
problems of classification 6 47-6-48, 7.50-7.51 
imputed 6.22, 7 16 
treatinent of land tax 7.30 
in standard accounts 8 28, 8.100 

Repairs, outlays on: 
treatment of 6J23 
in international trade 6.134 

Research, development and exploration outlays on 6. 63, 
6 102, 6124 

Resident economic agents: 

244 

industries and enterprises 5 .J 00-5.111 
government bodies 5 .112-5.113 
households and individuals 5.115-5.117 
international institutions 5 l 12-5J 13 
private non-profit bodies serving households 5 114 
in respect of production 5 .96 
in respect of capital formation and consumption 5 97 
in respect of income 5 98-5 .99 
compensation of employees and operating surplus of 7,3• 

15 
Restaurants, expenditure on 6.95 
Rest of the world accounts, see External transactions account 
Revaluation account in matrix form 1.35-1-39, L60-1 67, 

2,89-2.90 
Royalty: 

as property income 7 A 1 
definition 7 52 

Saving: 
definition and treatment 7.5, 7.8, 7 69-7 .71 
additional entries in standard accounts and tables 8 100, 

table 26 of annex 8 3 
statistical discrepancies in 8 67•8-68 

Scrap and wastes: 
in input-output analysis 3. 15, 3 38 ff, 

treatment of sales and purchases of 6.27-6 28, 6.53, 6 .. 80-
6 81, 6.115-6.116 

classification of 6.53-6.54, 6.117 
Seasonal variation in prices, treatment in constant-price esti~ 

mates 4,68 
Seasonal workers: 

residence of 5 .117 
direct purchases abroad by 6, 85 

Second-hand goods: 
treatment of sales and purchases of 6 27-6 28, 6,53, 6 80-

682, 6.115-6.116, 6.128 
time of recording 6.81 
classification of 6 53~6.54, 6 117 



Service charge: 
as contribution to gross output in respect of: 

hire-purchase sales 6 29 
finance companies 6. 30 
banks and similar financial intermediaries 6 32-6 35 
insurance and pension funds 6 36-6 .40 

imputed: 
for banks etc 6.32-6 35 
for casualty insurance 6 3 7, 7 53 
for life insurance 6 38 

in transactions, in financial claim 7 .108 

Ship travel, expenditure on 6 95 

Ships arid aircraft, residence of 5 100-5. l 02, 5 .109 

Social assistance grants, classified and defined 7 .63-7.64, 7 ,67, 
table 7.1 

Social security benefits, classified and defined 7.63-7 .64, 7.67, 
table 7.1 

Social security contributions, classified and defined 7 .63-7. 64, 
table 7.1 

Social security funds, definition 5.48, table 5 .. 1 
Standard accounts: 

linked to conceptual scheme 1. 34 
purpose of 1 .81 
elaborated fully chapter VIII 

Standard International Trade Classification (SITC) 6.52 

State government, definition as institutional sub-sector 5 48, 
table 5-1 

Statistical discrepancies 8.67-8 68 
Statistical unit: 

general discussion 2 6, 2.30, 2.61, 5 l 5.16, 5 60 
producing (or consuming) units: 

establishment 5. 15-5,23 
establishment-type unit 5.31-5 34, 5 .41-5.45 
household or individual 5A6-5.47 
to which purpose classifications may be applied 5.87-5.88 

institutional-type unit: 
family of enterprises 5. 61-5 .63 
enterprise (legal entity) 5. 62-5 .63 
organs of general government 5 68-5 .69 
private non-profit institution (legal entity) 5,71 
household 5 .77-5 81 

Stockbuilding, se.e Stocks, increase in 
Stocks of goods: 

different concepts 2 59 
definition 6.105-6 106, 6.132 
boundary problems 6.107-6-108 
classification of 6 114, table 6.2 
of government services 6.65, 6 105 

Stocks of goods, increase in: 
valuation and definition 6-109-6 113 
time of recording imports and exports 5 .97. 6 106 
classification of 8.42, 8 .53 
accounts in matrix form J .54. 2 58, 2.62-2 64 
in standard accounts and tables 7.7, 8 101, annexes 8 2 

and 83 

Stocks and flows, diagrammatic presentation of I 40-1.44 
Structures, machinery ~nd equipment, rental of 7 .49 
Structures, outlays on construction of 6.125-6.128 

Subsidiary production, treatment in input-output analysis 3 3, 
l 15-3.16, 3.38 ff 

Subsidies: 
as part of commodity taxes, net 2 3, 2.10, 6.15 
definition: 

private industries 7 34-7 35 
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public industries 7.36-7.37 

treatment in standard accounts 7.3, 7.25-7 29, 7 34-7 37, 
7.60, 8 91 

Subsistence production: 
as part of industries 5 13(c) 
in gross output 6 19-6.20 
supplementary data for use of developing countries 9 .. 6-

9 .7, 9 52 
Supplementary accounts for use of developing countries 9 18-

9 .20, 9 27-9 36, annex 9 I 
Supplementary tables: 

of full system annex 8 .3 
for developing countries 9 51-9 56, annex 9 I 

Supply of goods and services, definition and treatment in 
standard accounts 6 2-6 3 

Taxes, direct: 
on income 6 90, 7.62, 7.64, table 7 I 
other direct taxes 6 90, 7 .62, 7 .65, table 7.1 
supplementary data in standard accounts 8 101 

Taxes, indirect: 
definition and description 6 97-6 98, 7 3, 7.25-7.33, 7 .50 
as commodities taxes 2-3. 2 10, 214. 3.2 ff. 3.29 ff, 4.13, 

6 15 
import duties 214, 3.35, 6.136 
export duties 6 136 
on real estate 6 48, 7 30 
profits of fiScal and other public monopolies 7 31-7.32 
boundary problems 7.33 
time of recording 7.27-7.29 
treatment in standard accounts and tables 8.47, 8.91 

Timber, natural growth of treatment in respect of capital 
formation 6-103 

Tour, package, expenditure on 6 95 
Tourist: 

definition of residence 5,117 
direct purchases abroad 6 .85 

Trade credit: 
definition and treatment 7 90-7.91, table 7.2 
time of recording 7,100 

Trade margins. see Distribution trade margins 
Transactions, code for accounts 8 89-8 90, tables 8 1 and 8 2 
Transactors: 

definition 5.1 
for production. consumption expenditure and capital for

mation accounts 5,6-5 .47 
for income and outlay. capital finance and balance sheet 

accounts 5.48-5.82, table 5,1 
classifications 5 82-5.94, tables 5 2-5.4 
residence 5. I 00-5 117 
in standard tables 8,58-8h2 

Transfers: 
classification 7 39 
contractual 7.53 
third pmty claims 7 56 
payments for uninsured damages and breaches of contract 

7 57 
in kind 6 77 
see also. Capital transfers and Current transfers 

Transport margins: 
in forms of valuation 4 21-4 22 
in constant-price data 4 .67 
treatment in standard accounts 8.18 

Unincorporated private enterprises: 
classification according to institutional sector 5 50-5 52, 

table 5 1 



, 

I · . 

• 

Unincorporated private enterprises (continued): 
entrepreneurial income of 7.40-7 Al 

Uninsured damages, treatment in accounts 7.57 
Unique product (large-scale custom made), pricing of 4,60-

4.61 
Unit of measurement for index numbers 4.50-4.72 
Uses of the System of National Accounts 1.70-1.74 

Valuation of commodities and other goods and services: 
in balance sheet accounts 2 86-2 88 
in changes in stocks 6.109-6.113 
in constant-price data 4.10-4.25, 4.29-435, 4.38-4.41, 4 84-

4.85, 4 88-4 89 
in gross output 6 16 
in exports and import, 6 136-6.137, 8.66 
in intermediate consumption 6.56-6.57, 6 68-6 69 
in final consumption of households 6 .82-6.83 
in fixed capital formation 6.119-6.121 
in input-output analysis 3.28-3.31, 3.36-3 37, 343, 3.51-

3 56, 3.61 
in standard accounts and tables 8.18-8 19,821,823, 8.36, 

8.44, 8.49, 8 .93-8 94 
basic values 2.3, 29, 4.14, 419-420, 6.13, 8.46 
producers' values 4 15, 4.20, 6.6, 8 18-8.19, 8.36, 8.44 

purchasers' values 4.16, 421, 423-4.24, 6.6, 6.57, 8.18-
8.19, 8.21, 8 49 

factor values 4.11, 4 12 
Value added: 

description and definition 2 .40, 7. t 0, 7 .38 
treatment in accounts in matrix form 2 40 ff 
treatment in standard accounts 7. 2, 7. l 0-7 .38, 8 17, 8.44 
constant-price data 4.41, 4 78, 4 84-4 87, 4 95-4111 

Vector definition 2 83 

Wages and salaries: 
definition 7 13-7 14 
in kind 6.25, 6.71, 6.86, 7.15-7 16 
treatment in accounts in matrix form 2.43 
treatment in standard accounts and tables 7 -13, 8 60, 

annexes 8. 2 and 8 3 
Wealth of the nation analysis: 

SNA as basis for 1 78 
future work I 87 

Welfare benefits for employees, unfunded: 
classified and defined 7.63-7 .. 64, 7.67 
as an unrequited current transfer 7 18 

Worth, net: 
in account in matrix form l 36, l .38 
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