1] i i)\C—'). e —————

\w LIMITED ==F

y E/CN.14/NAC/29

UNITED NATIONS

ECONOMIC \ggf
AND 4
S ‘ ClAL COU NCl L %{é!/ Original: ENGLISH

ECONOMIC COMMISSION ¥OR AFRICA
Working Group on Income Distribution Statistics
Addis Ababa, 9-14 December 1968

23 October 1968

A COMPLIMENTARY SYSTEM OF STATISTICS OF THE >
DISTRIBUTION OF INGCOME AND WEALTH

(Prepared by the Statistical Office of the United Nations)

M68-1508

t,
Y




5/CN.14/HAC/29

A COMPLIMENTARY SYSTEM OF STATISTICS OF THE
DISTRIBUTION OF INCOME AND WEALTH

CONTENTS ' o
Pa;agrayh
I.. Introd-uc-bion\Il..-'..l..l.'....l....I..‘IIII'..I."." -r 1
11: Objectives and character of income distribution and . 9
related StAtiSticos eeescssserveeassraneaassensvaoas T 9
III. Stage of national development of statistics «.eesves 13

IV. The system in relation to the national accounts and ,
balances I.‘...I.....I“Qﬂo.“.-..‘....‘-...I....‘. 19

V. BScope, organization and development of a compls~
mentary systems:

A. SCODPE sssvsvssserranssssncrvsansoes ceesussnriaas 25
B. COVETAEE seeaceorssssvorsvsansossrasnsnsanssns 29
C. Data in comparable DPriCes sesecsscscscsccccsncee 33
D. Organization of the SYSTEM sesvevens cesssnesans 34
E. Priorities in developing the system ...cccvceves 49

viI. The definition and classification of the statistical

unitss

A The stabistical URIbS seseeeseessssnnnnesssnoss 51
B. The concept of the household +sevesscesesnasenne 55
¢. Classifications of the statistical units ..... . 5T

VII. Definition and Clagsification of Incomes:

A, Compensation of Employess seeeecervencree cvennee 70
B. Entrepreneurial INCOME scesssrescrosvsrascvcccs T6
C. Property INCOME seescosensscsasrannnssssses e 85
D. Redigtributive Transfers Cieeesesansasnevanosed 81

VIII. Definition and Classification of Consumption:
‘ .A-- The ‘tWO Ooncep‘tﬂ --o-o':o-aac--o-.noo-n--c-on-.o 90
B- Classiflcation ----- --'-----;--;o------c--o---t 91

¢. Definition and valuation of total consumption . 93




EVCN.lﬁ%NﬂQ/29

CONTENTS (Cont'd)

%
Paragraph ‘% )
IX. Definition and Classificatio'n’ of Accumulations ¥
‘. "A. TInternal sources of financing investment ..... " 98 ot
B. Investment in tangible wnd selected intangible :
aszets R R R R R R PR T PR PRI 192
C. Financial assets and 1iabilities +.eeeessssnn. 103

ANNEX, Illus;t'rétiOn of a summary table of the' complementary ‘
system. :

- i -



E/CN.14/NAC/29

A COMPLEMENTARY SYSTEM OF STATISTICS OF
"THE- DISTRTBUTION OF  INCOME AND ‘WEALTH

I INTRODJCTTON

1. = Thié'paper-outlinésfthe'fypesfof‘data on incomes, :equsumption .and
U ladcumilation of houséholds néeded for purposes of a proposed:eyéiem of income

distribution. and related.statistics complerentary to the SNA and the;MPS,

... and dlscusses the deflnltlons, cla551flcat10ns and tabulatlons of these data.

"2+ Papers prepared by the Statistical Office of -the UnIted Natlons .on
“the objectivés, character and content of a complementary system of income
i distribution and related statistics. have already..been considered by a.
mamber of ‘Bipert meetings.as well as by the Fifteenth Session.of the .

Statistical Commission.

3a The first meeting discurcsing. this topic was the Group,ofiExyerts on

= . 8oeial Poliecy and the Distribution of Income in the Nation convened by

. the Becretary-Qeneral in accordance. with a resolution of the Commlssion

- for Social Development of the United Nations, from 23 January to l February
1967, . The paper-cuvmitied to the Group outlined the scope,,charaoter,
definitions and classificalions of & system of income digtribgﬁion,ag@
related -statistice in the light of the need for these data in 5sséséing
socisl conditions and formulating and evaluatlng 300181 POllOlSSol Thn

Group dealt mainly with the requirements for income distribution and

'ﬁm;related atatlstlcu‘ln 1denu1fy1ng welfare and other social pﬂoblems and

a889331ng “the effects oI polloles adopted to resolve these Uroblems.2

;n4; .The pagper. Submltted to. the second meeulnn, namely the Worklng Group
on Statlstlcs'of Income Distribution of the Conferense of European

HJSjaj;stlplans_wh;qh met from 1‘to 5 May ¢96,, dlsﬂussed 1n some detall

17 Statlstlcs of Incomc qutr¢buu10n. Group of Expmrts on SOGlEl Pollcy and
. the Distribution of Income in the Fation, Commlsslon for Soclal Develop— :
ment, E/CN.5/4C.13/R.2. - , S

g/ See Report of the Group of Experts on Social Polloy and‘+he DlE*rlbutlon
of Income in the Nation, E/CW.5/4#0, Commission for Social Development.
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the objectives, scope; character and relation to the new SNA and MPS, as -
weli as definitions and classifications of a proposed system of the :
distribution of income, exXpenditure and accumulation.3 The Working Group \
agreed in principle with the approach taken in the Statistical Office -3
ﬁaper.ﬂ/ The Fifteenth Session of the Conference of Eu:épean Statisticians

also discussed the subject based on the Rebort of the Hprking_Group.'

Se A Meeting of Experts on the Scope, Methods and Uses of Family Expendi-
ture Surveys was convened by the ILO from 4 to 13 December 1967. PFamily
expen&iture surveys are of course an importént source of basic data for

the compilation of income distribution statistics, and the paper submitted
by the Statistical Office to the Expert Meeting was written from that

point of view.z/

6. At its Fifteenth Session, the Statistical Commission discussed a
progress report on the work on income distribution and related statiétics
by the Statistical Officené/ This report also contained an outline of the
proposed supplementary system of income distribution and related statistiocs.
The Commission agreed *hat a system of income distribution and related
statistics at the micro level, éonsistent with the systems of national
accounts and halances but supplementary to them, should be developed. It
also indicated that attention should be devoted to the limitations on

;/ Statistics of the Distribution of Incomes, Expenditure and Accumulation,
Working Croup on Statistics of Income Distributicn, Conference ol
Buropean Statisticians, Conf.Eur.Stats/WG.27/2.

&/ See Report of the Meeting Held in Ceneva, 1-5 May 1967, Working Group
on Statistics of Income Distribution, Conference of Buropean Statisti-
cians, Conf.Eur.Stats/WG.27/5. |

2/ Requirements -for Data for Purposes of Income Distribution and Related
Statistics, Meeting of Experts on the Scope, Methods and Uses of Family
Expenditure Surveys, International Labour Office, FES/1967/III.

§/'A Complementary System of Statistics of the Disiribution of Income and
Wealth, E/CN03/3639
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concapts and definitions which are imposed by the possibilities and

methods of gathering data.l/

Te Recommendations made by the'ﬁeetingéwhich have already diécussed the
proposals for a supplementary system of income distribution and related
statigtics are, to the exXtent possible, taken into account in preparing
the present paper.  Also, informaticn gathered for a comparative study

of ‘national practices in inccme distribution and related statistics has
been used.

8. The flrst four sectlons of fhls paper discuss the obaectlves dnd
character of 1noome dlstrlbutlon and related statlstlcs, the stage of
development of natlonal statls tices on these bubJects, the relation of the
system to uhe national accounts and balanCeq and the scope, organlzatlon
and development of a complementary system. The final four sections of
the paper 1nclude a detailed discussion of the definition and cléssifica—
tlon of the statistical units, and of 1ncomes, consumption and |

accumulatlon.

II. OBJECTIVES AND CHARACTER OF INCOME DISTRIBUTION AND
RELATED STATISTICS

9. Statistics of the distribuiion of income, expenditure and accumula-
tion are needed for a wide range of different purposes. The most common
and trad1t1onal type of questions which income distribution and related
gtatistics are used to highlight, concerns the characteristics, deter-
minants and equity of the distribution of welfare amcng the populatione.
Of interest in this respect are studies of the incomes which various
groups of the population receive from participating in produstion and
from property, in relation to thelr econumic and social characteristics;
and analysis of the ways in which incomes are redistributed among
households through taxaztion and other government measures. For thg same

purposes, data are also required on the level and pattern of the

7/ Statistical Commission, Report of the Fiftesnth Sesstion, E/CN.3/390.
Paras. 34-39,
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consumption of housgeholds and the means in addition to disposable incoma
through which the consumption ig financed. Information on changes in +he

size disfribution of incomes, and in the disposition of’fhese'incomes; -
is alsgo basic to assessing the effects of trends in economic,oondiﬁione»; |

on theUWell—being of various population sroups. TR

10.. -Data on the distribution and disposition of family incomes ars heeded
in dealing with the questions.of promoting steady economis. growth and - .
stabilizing prices. Information is required on the size of the disposable
income of various groups of households, and on the way in which. they -
dlvlde income between consumptlon and saving. uor fl oal polloy 1t is
also eseentlal o have relatlvely detailed figures on the dlstrlbutlon of
‘1ncome reoelved by households from produotlon and from property, the o
effect of tax measures on dlspOSable 1ncomee, and the patterns 1n whloh
disposable incomes are a.llocatedu Progeotlng tne demand for consumers'.:
goods and services and assess 1ng ‘demand-pull pressures on prloes requlre,
in addltlon, 1nformat10n on the pattern of househo‘d outlays on oonsumpu
tion. Programmes deslgned to mobilize funds for fixed oapltal formatlon
involve knowing the types of assets in which housecholds invest their
savings, coupled with information on the size and disposition of their

incomes.

11. TFor purpoees of plannlng, programnlng =znd economic analy31s,"
statlstlcs are requlred which prov1de as detailed ¢, picture as o0331ble
of all aspects of the distribution and redistribution of household income
and the patterﬁ of obneumption and Savings, but not all thene data are
neoeeearily required'aﬁ anmidl intervais. In order to obtain comprehen—
sive statistios of thig type, special family income and expenditure
surveys undertaken at intervals of “three to five years are needed. The
present paper is mainly coucerned with the definition and classification

of the data which-may be included in such comprehensive surveys.
12. For a ourrent aeeossment of the effects of economic and social
policies, the infefest'is:brimarily in quick andwfreqﬁent indicators of

the main aspects of the distribution of househcld inoomee and expenditurs.
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These data are usually obtalned irom quarte:ly or monthly SUrveys, which
comprise only the most Gentra1 pa“t of the 1n;ormat:on collected for fhb
comprehensive surveyvs. Frequen*ly, cu*rant urVeyq cover onlv a small
sample:. of nouscholds drawn from a spect al seotlun of the Dopulatlon,

such as urban workers, or salary earners, nensmnav'c~ et(.° In order 0

,supply data which are useful for an analy81s of ﬂhhnge in uhS income

ﬁdlstrlbutlon, howmver, the surve ys should cuver a cepreseniative sample

of, at 1eaSu, the entire urban uopulatlon.

iII. ‘QTAGE OF VATIONAL DEVELCOFMINT OF STAVISUICS

A3 The data 3% the incomes, oonwwmpulon oné. sbcumilation énd wealth of

varlous classes of the popul tlon now oomp1;ﬁd b3 a nun*er of countrles,

- are far short of the requlrements fo* inforratisn ou+11ned abov The

available lnformaTAOn ig limited to n;es;rtau1urq of "ncomPWete data

,derlved,lethcut edjustment tn a cormon ba91s, fzom *ncomemtax returna,

social security rscords, wage—and-salary nﬁqp"TJ“S, Ji41¢y—budget surveys
and populat;on censuses° Da;a in respect of inconme sha:eb, i.esy the
1ndustr1a1 and fanulﬂnu¢ distribution of incomes Which e usually

complled a8 part ol the natlona“ aOObuﬁtug are ruch more developede -

14; The BCOD® of <the onqulrles into oeTall¢d Suatzstlcb of the dlstrlbﬂw
tion of 1noomeq is ofbten resiricted ¢ particulsx grﬂups in the populat;on
and o data on selected; or tof tal, ,arned_indomeé in cast. While account
is sometimes taien 0¢ dlrcct waxes otﬁe; forﬁs of nsn—contractual".
transfers of 1ncome are frequentlv exciuded; Income an& expendlturé
suiveys in MPS o;untrles and a few wacent msurveys in uJA counﬁries,
however, ccntaln data on all ferms cof zecelts and outxajs,: The ¢nforma—
tlon avallaV e for rlafs1ilcaL10n o +the ditr acozcding to “he character-

1su10s of the income reu1p4ent units La scanty eiospt in the case of -

_censuseb of popu‘a ion and houseaon cample SUTTEYE .

.15, "More ample informatior is frequently avaiiable ~n ths personal

. eopsumption of selected classes of Sue poepalatior from surveys taken for
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.ﬁurPOSes of weighting index numbers of consumer prices. However, these
"daté are usually un-coordinated with statistics of income and are
generally gathered at irregular, long intervals of time. Very little
information is available on the savings or wealth of various groups of -a

the population.

16. The concepts, definitions and classifications utilized in gathering
and compiling the datz in wage—and-salary enquiries, income-tax rsoords,
population censuses or family expenditure surveys necessarily reflect the
major objectives of each of these enguiries. The degree of co-ordination
between income and expenditure dats from the various sources leaves much
to be desired. And, in many instances, little attenition has been devoted
to the requirements of income distribution statistics or to the quegtion
of relating the data sought to national accounting concepts. As a result,
marked difficulties heve been experienced in attempts to integrate the
data into adequate presentations of micro-—statistics in respect of incomes,

consumption or saving.

17. A promising development is that detailed sample surveys of the incoms
and outlay of all households are undertaken at annual or less frequent
intervals by most countries with centrally planned economies and some
countries with market economies. These enquiries can be designed to
yield appropriate detailed data; and the costs of gathering the data

can be kept within reasonable bourds. The results of surveys, coupled
with co—ordinated data from more extensive but less detailed benchmark
surveys, should furnish o suitable basis for compiling the required

statistics.

18. A number of factors are leading national statistical offices to
devote increasing attention to the gques’ion of improving and éxtending
their statistics on the distribution of incomes and expenditure. - In
the first place, a significant incrcase has izken place in the demands
for the data for purposes of cnalysis and the formulation of policies.

Seodﬂdly, the emergence of integrated systems of statistics in national
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accounting and demography bhas.encouraged a co—ordinated approach to
concepts, definitions and classifications in rclated fields. Thirdly,
the use of electrounic computers has facilitatesd the integration and
summarization of basio series of data from diverse sources; and the
development of general--purpose national samples surveys has pfovidéd a

feasible means of g2thering reliable detailed information.

IV. THE SYSTEM IN RELATION TO THE NATIONAL ACCOUNTS AND BALANCES

19. The proposed gysitem is designéd to provide much more extensive-and-
detailed classification of data in respec¢t ¢f the incoume and outlay-and
accumilation and heldings of asscts and liabilities of the population
than it is feasible to includes in the revised SNA or MPS. All that can
be, and is, provided for 1n either eystem is olabq1f10a+1on of these
data according to the various caivegoriss of finws and stooks and the

main classes of economic agents.

20. The system »f income dictnibution ond related statvistics should be
complementary to thz ration>l acccunts and balances, i.e.., fit in with
both the reviszl S¥A and the MPE. With the additicn of some further
sub-divisions of flows; ihe building bicoks for a comron set of income
dlstrlbutlon and related siusntictice would e available in each of tke
systemS. Relatlng the zyat:m cingely to the naitieonal accounts and
balances will avoid tha confueisr nnd diifficuliies which would result
frecm treating essentially the came flows and ziocks differently in the

complementary system- and ir the nedional accounts «nd balances.

2l. In the revised SJ@§4 the flows and stocks vhich are 1o be covered
in a complementary systam are dealt with in the accounts and tables on
the income and outlay and. consumgtion_expandituro anc capital finanoe
of householis. Data from the conmimption expendiiure account of general

governmenl and orlvate nofhgroj$\ 1n¢+3tucﬂans serving households are

_/ The versiocn cf thé.p“ooosed reviged SI
Revisisn or‘the'SN!‘ 19525 August 196
Pifteenth Sessgion, Cch/356

HA uced is Proposals for the
1 tailstIOal Commisgion,
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required for purposes of the concept of total consumptlon. Thls concept
may also involve data from the production accounts of 1ndustr1es on
outlays.for recreational, health and similar services furnished to
employees collgctively and free of charge. The manner in whick flows
are grouped in these accounts is suitable for the complementary system,
except in the case of the income and outlay account. For most purposes,
it will be necessary to divide this account into four major parts:

(i) compensation of employees and entrepreneurial income, (ii) all
distributed factor incomes received, i.e., net property income in
addition to compensation of employees and entreprensurial income e
(iii) other current (redistributive) transfers, net, and disposable .
income and (iv) consumption expenditure and saving (See Annex I), 1In
addition, it will be of interest for certain purposes, to use the income

and outlay account as it is in the revised SNA.

22, 1t should be recalled that the household accounts and tables
énumerateé'above cover private non-financial unincorporated business
units, és‘well as the other activities of the owners of these busineSses.
Entrep:gneurial income includes the operating surplus of these .
unincbqurated ﬁnits reduced by the property income paid out in connexion
with the business. Payments of consumer debt interest and business debt.
interest are distinguished, one from the other, in the revised SNA.
However, in the case of the capital finance accounts of households,
certain financial claims, e.g., trade oredit, may need to be sub-divided
into 1iabilities.00nnected with the unincorporated businesses and other

llabllltles especlally for purposes of the complementary system.

23. For the complementary system, it will be necessary to obtaln data
not only for the household sector as a whole, but also for different
typgs of households, classified by the socioweconomic status of the
head, as well as for institutional households (see Annex I)., Data for
family.households by socio—economic status of head can be gathered in
household surveys. The classification by socio—economic status shown

in Annex I 1s 111ustrat1ve only and a more detailed 013531f10at10n w111
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have to be developed. Supplementary inquiries into the few data which
aré‘iequired on the income and outlay of ingtitutional households
Should'ﬁét presént serious difficulties. '

24, 1t is rscognized that even special comprehensive surveys on.house?
hold income and éxpenditufe cannot supply all the information needed for
a comﬁiementary system which is completely co-ordinated with the national
acbounfs.and balances. For instanée5 resnondents to such surveys
normaifyacahnbf;furnish inforuation on imputed insurancé charges,’
employers' contrlbutlons to c001aT 1nsurance and pen310n funds, or

1mputed pen51on transactions. Furthermore, household survvys are sub;ect

to certa1n defwclencles resultlnc from n0n—response or 1naccurate response.

whlch make 1t dlfflcult to reconcile the datd obtained in such surveys
with the correspondlng aggregaien of the sybtems of national accounts
and balanceu.' Thus,'wh¢1m eiforts shoula be made to make the detalled
sta?istics 23 consistent as poseible with ths correupondlng 1tems of tha“

national accounts and balances, compléts co—ordination cannot be achieved

in practice for some components.

7 'Vo. SCOPE, ORGANTZATION [ND DEVELOPMENT. OF A COMPLEMENTARY SYSTEM

A Scope

25, All aspects of the statistics of the distribution of incomes and

consumption are, of course, ccntral to the purposcs for which the data

of the complementary systcm are wanted. Statistics ofrhouéehold con—

spumption, distributed fastcr incoies, current transfers and disposable - N
income of persons have been the traditional subjects of income

distribution statistics.

26. Difficult problems of concevt and practice arise in efforts to
compile data on the total concumption of the population;- However, the
proportion of consumpiion accounted for by free goods and services varies
substantially from one country lo another; and comparisons of levels of

living based on personal consumpticén only, would not show the complete
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picture. It is therefore thougﬁt‘that data on the total consumption of
the population should be considered at this stage in developing inter- -

national guidelines.

27. The revised systems of national accounting include detailed
:ecommendations in respect of the definition, classifiéation and tabula-
tion of all types of eapital transactions and some counﬁries gather data
on household transactions in at least some types of financial claimg.
Furthermore, traﬂsactions in'respect of private pension funds, life
insurance, saving accounts and securities as well as oapital formation in
nonufinanoiai'unincerporated businesses are of‘particular relevance to

the well-being of some population groups and to patterns qf income receipt
and dzsp031t10n. It is therefore suggested that data on the capital
transactions of households should be dealt with at thls Juncture in

developing the complementary system.

28. While there is undoubtedly a need for data en fhe distribution of
wealth among households in the form.of consumer durable goods, finanoial
claims and tangible capital aseéts, it is doubtful whether an effort should
be made to spell out this aspect of a complementary system at this Juncture.
The balance sheet and associated revaluation accounts of the revised SNA
are not yet defined and delineated inldetail. Further, very few if any,
official efforts have been made to gather and compile figures ;ystematicalla
of the value of the financial‘assets and liabilities of households. Some
countries do however, gather data on selected financial items, such as

the value of outstanding consumer debt, and on the possession-df oconsumer

durables such as automobiles, radios, refrigerators, and washing machines.

B. Coverage
8. Population

29. 1In order to yield, as far as possible, significant and reliable data
for the uses indicated in Chapter II, and also to be con31stent in

coverage with the natiomnal accounts, information on 1ncom93 consunption
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and accumulation obtained from family exPenﬁiture surveys should‘ideaily

relate to a representative sample of the entire resident population.

30. ‘Data for the 1nst1tut10nal populatlon should be included and shown
separately in all classlflcatlone. As in natlonal accountlng, the

transactlons of the institutional population and of the 1nst1tut10ns in

‘whlch they reside, should be separated, one from the other.' The goods

and serv1ces whloh the institutions supply to individuals free of charge,

‘is to be part of the consumption of the institutions. These goods and

services w0u1d, however, be included in the total oonsumptlon of the

1nst1tut10na1 populatlon.

b. Income and e¥penditure in kind

31. VNot infrequently the data on income and personal consumption
gathefed through family expenditure surveys in developed countries are
restricted to cash receipts and outlays, because of the substantial
difficulties of gethering data on incomes and consumption in kind and
the view that incomes in kind may be insignificant. In developing
countrles, household 1ncome and expenditure 1nqu1r1es neoassarlly cover

incomes received in klnd and the aSSOGlated personal consumptlon.

32, In view of the significance of income in kind in the developlng as
well as gsome developed countries, and the advantage of attaining

consistency with the systems of national accounting which 1nclude these
incomes, data on incomes should include receipts in kind, as Well as in

cash. Personal consumption should of course also cover flows in kind.

‘However, household receipts of current transfers of a non-contractual

nétufe,ﬁaod'personal consumption, would not include the value of goods

and services which enterprises, general government and private non-
profifhoiganizations furnisa free of charge, other than those which are
treated as income in kind. Transfers of gifts in kind from and to the
rest of the world, would, however, be accounted for in current redistribu-—

tive transfers and in personal consumption.
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G« -Data in Comparable Prices

- -

33:  For purpokes of Gomparing the levels of living of groups of the .
-population. during dlfferent perlode of time and proseotlng consumer demand,‘
data are wanted 1n oonetant pr1oes 1n respect of pereonal and total -
oonsumptlon ola331f1ed aooordlng to oategorles of goods and serv1oee and

the oharaoteristlcs of spendlng unlts. For studles of trends in the
well—belng of varlous groups of the populatlon, 1t will be’ valuable to
easure ohangee 1n the puroha51ng power of their dlsposable income. 1In
compiling the serlee, use should be made of the bllle of goode and services
in the persOnal consumptlon of each group of the populatlon durlng a glven

fi.

period of time.

b. Organizatlon of the §z§tem_.

34. “The proposed organization of the complementary syetem of 1noome
digtribution and related statistics is indicated by the manner ln whlch

jtems of data of the system are to be grouped and tabulated. . .

g; Items of data

35. The items, of data are to be grouped in terms of thelr place in
national dOCOuntlng and in satlefylng analytlcal requlremente for informam
tlon.' The manner in whioh it is’ ‘suggested that the items of the house-
hold 1noome and outlay and oapltal finsnce accounts be organlzed is set
out 1n Annex I._ A full comoTementary eyetem will include in addition

household balanoe sheet and revaluatlon accounts.

36« - Incomes The first etep in the dlstrlbutlon of 1noomes 1e the lelSlon
of 1noomes originating in production between oompensatlon of employees and
operatlng surplus. This dl"lSlon of 1noomes is of ba51c 1nterest for
purposes of studying the links between the remuneratlon and supply of

labour and capital, on the one hand, and unit cosis of productlon and the

' level and competitiveness:of prices, on the other. It does not, however,

precisely poriray the incomes received by reeidenrlindividua;e,eor ‘

households, from employment and tusinesses; and is appropriately dealt
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with in the main national accounting system rather than the complementary
sysﬁgp,.xlt is the receipts of employee compensation and entrepreneurial
income from unincorporated businesses and guasi-corporations by residents
on the income and outlay accounis that is the earliest step in the
distribution of income which should be covered in the complementary system.
Informatlon on the distribution of these 1ncomes among resident households

i
is essentlal 1n assessing the well-belng of the populatlon and the

attrlbutes w1th whlch 1t varies.

37 Rom.thls purpose, the net property 1ncome recelved by resident
individuals-or households is also of basic. interest. Data classlfled' f;;
according to the characteristics of households on the total of dlstrlbuted
factor. incomes. received, i.e., the sum of the receipts of employeé
compensation, entrepreneurial income and net property income, are also
wanted in considering the demand—pull'aspects'of incomes pelicy and

devising fiscal measures.

38. ©.The next phase in distributing incomes consists of the redistribu; B
tion in the form of direct taxes, social security benefits, social wélfaré
assistance, etc.. . These redistributive current transferé are non- .
contractual in character; and furnish the link'betwéen the disposable
inceme and the distributed factor income of households. The transfers
provide a major means through which Government directly influences the
income of households available for consumption and saving. Data are’
therefore needed on the type and dimensiona of these transactions of
households classified according to characteristics which are relesvant io
problems of welfare and spending~saving behaviour. Also. essential are
statistics of the distribution of dlsposable income classlfled in &
similar fashlon, at least some of Whlch should be in real terms 1n order

to abstract from changes in prices.

-

39. PFor purposes of delineating the 11nks between the statistics of the
complementary system and the revised SNA or developed MPS clearly, 1t 1s

advantageous to set out the elements and total of household current
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receipts -and current disbursqments‘éeparately,‘i;e., in the form of -an. :
inconme- and .outlay account.. - The -income and outlay account. shown. in.the- -
complementary system might be sub-divided acecarding to the .secip-economic
and other ‘key characteristics of Louseholds to:a somewhat greater extent o

‘;xhaqgin the"parent national accounting system. - -

* Consumption and savlng: D:Lsposable income is divided into

consumption expendlture “‘and sav1ng. ‘Statistics of the level and ﬁétterﬂ

of consumption of goods and services by hduseholdé, in relation £0 suoh
characterigtics as their disposabile income, size and socio—economic'. .

status,-are wanted for a purpose, . such as agssessing and . improving -tha .. i
level of living of the population and identifying points, of demand~pull .
pressﬁre, _These data also provide. the basis for compiling needed:. . - - -

figures of .the level of- the real consumption of goods and serviceay and .-
the correlative prices. Data of saving classified aocording to similar .
attributes of households as consumption expenditure, are alsqmof.

oon51derab1e 1nterest.

4l. Two concepts of consumptlon may be used in studies of the level of .

»lliv1ng of . households. The concept most commonly used related to. ... .

disposable income or dissaving of the households themselves. -The other
concept covers, in addition, goods and services furnished-free: of charge
by government, private non-profit institutions, and. enterprises; and is
referred to as the:total-consumption of the population. - The broader..
concept of consumption is more suitable for international comparisons

of levels of living. .

42. Ackumlation: During various periods in their 1life oyole, house= '

holds may'be expected to finance outlays on consumption by drawing on’
accumulated saving or contracting debt.  This points ‘to the need for data ;
on the -transactions in financial claims of various groups of -households.
Data on ohanges in copsumer debt and-in aggets which are relatively

liquid {e.g., savings accounts, marketable seourities) or are designed to
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1nsure agalnst periods of reduced earnings (eeg.y equity in private
penslon funds, annultles) .are of particular value in thls respect.
Statlstlcs of transattions in financial- -claims should also be valuable
in examlnlng means of mobilizing funds for investment and studylng '

sav1ng—spend1ng “patterns of given elasses of households durlng the '

course of a buslness cycle.

43. Much of the sav1ng ‘of the owners of unincorporated bus;nesses may
be used to flnanoe the capltal formation of thege units. . Or, . they may
contract debts for thls purpose. All'aspects'of:the‘oapital;finauce

account of households are therefore'of interest in. the. opmplementary

_system. Balance sheet data on the tangible oapltal assets of unlnoor-
.porated buslnesses nre B1SO needed,_for example in assesslng the wealth

and magnltude of the entrepreneurial incomse of the. owners.

, h. ' Tabulatlons

44. - The tabulations of the complementary system can usefully be divided

© '§nto’ three classes differing in the range of items covered and the detail

of ‘olassification.. Each group of tabulations are intended to 'satisfy a

. §iffering set of analytical requirements. ' T e

- -45." Summary tables: The first class of tabulations should be devoted to

) summarlzlng and c¢orrelating the experience and behav1our of broad groups
W_of households in respeot of all facets of the complementary system. The

extent to ‘which transactlons are detailed ghould be ,imlted so as to

foous attention on the main flows and relationships. These, tsbles should

" show totals for the various serles so as to 1ndloate the 11nks between

‘the colmplementary system and the. natlonal accounts sind balances and

furnish the basis for- comparing the. oircumstances of each group of

‘households with 'those of the entire populatlon. For the latter purpose

Y€ will be useful o indicate the number of households and 1ndlv1duals

iy each groupe -

B
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46. The classifications of households utilized in the summary tables
should be those which are 6f basic and genefal value in analysisj and
the least detail levéis of classificainn should be used. Examples of
these_ciassifications are the socio;economic‘status and age and sex of
the household head, magnitude of total and per capita distributed factor
incomes received by households, and the area of location (e.g., urban~-
rural) of households. A number of the summary tabulations, in parti-
cular according to socio—economic status of household head and fractile
groups (e.g., quintiles) of per capita distributed factor incomes

received, would be of interest internationally.

47T. Tables in respect of clagses of transactions: The second type of

tabulations might be designed to exhibit the details of each class of
transactions, classified according to the pertinent characteristics of
households or individuals. The more detailed level of classification of
households would be employed in each set of these tabulations. In
addition, use should be made of achemes of classifying transactor units
which desoribe the variation in the magnitude of the relevant flows.

The classifications of transactors and transactions which are of interest
for each set of tables are discussed in the following sections of this
paper. A limited number of the detailed tabulations, utilizing the

same classifications of households as in the summary tables and a few
additional ciassifiéétions which are of particular significance in each

case, might be recommended for use internationally.

48. Cross-clagsifications by iwo or more attributesz' The third group

of tables should be designed to cross—classify the main aggregates of
the complementary system according to two or more attributes of the
relevant transactor units, either households or individuals. These
tables. may also include additional classifications of transactors and
transactions, such as classifications by rumber of children of the
household and other aspects of the composition of the.hou;eholdé; It
will probably be feasible to include very few specific recommendations
in respect of the detailed cress-classifications in the international

guidelines.
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B, Priorities in Developing the System

49+ It seems desirable that the first order of prlorlty in developlng

the complementary system be - assigned to data in respect of 1ncomes and

" pergchal "consumption. Data on the total consumption of the populatlon

might.be ‘given pridérity over statistics of ‘nousehold capltal transactlons.
Figures of total consumption are of direct relevance to measurlng the
level of living of various groups in a vopulation and 1nternat10nal
oomparisoné of well—being. Although serious difficulties are ihvoived.

1n gatherlng some of the required data, many of the figures should be

avallable from government administrative records and performance budgets.

50.- There are significant differences in the relative urgenbies ﬁifh'
which data are wanted on capital transactions. Paymenfs from private
Pension funds, drawing down of savings accounts, and paymenits of life
insurance claims are important sources of finance of consumption for
significant portions of the population, and should be accorded a high
priority; Next 1n order of priority among the capital transections
mlght be those carrled on in respect of the unincorporated enterprises
1ncluded in the household sector, purchases and sales of securities,
and consumer debt. This would leave to last priority net purchases of
land, other tangible assets and intangible assets other than financial

clalms, and some types_of lpans.

Vi. THD DEFINITION AND CLASSIFICATION OF THE STATISTICAL UNITS

A, The Stat1stlcal Unlts_

51. While the household should be used as a statistical unit for ali
aspeots of income distribution and related statistics, it is alsq-essential
to use the individual as income recipient unit in the case of most items

of dlstrlﬁuted factor 1ncomes and some items of accumulatlon._

52.: In most 1nstances, .the distributed factor incomes accrue from thé
product1v1ty acthlty or the property of individuals, and problems of

allocating the incomes among two oT more individuals do not arise.
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Important exceptions are income derlved from farms and other household .
enterprlses 301nt1y owned and operated by husband, w1fe and perhaps othar 7
members of the famlly, and transactlons in, and 1noome derlved from,l . v
othar asséts JOlntly owned by husband and w1fe. For household enterprzses

i would be advantageous to take the famlly as the statlstloal unit,

whlle a husband—and~W1fe unlt could be usefully applied in the case of
flnan01al transactlons in assets 301nt1y owned by spouses and the inoome

derlved from such asseta.

I

53s.. Because some. individualg may .have more than one job, the job may be °
a more approprlate statlstlcal unit than the individual for analysis of
scales of pay. In 013591flcat10ns of inoome by type, which relate to the
populatlon as a whole, 1noome may be the most approprlate statlstical

unite

54. The.household is the basic statistical unit for studies of the
relationship between the distribution of total income from labour; -
propprty and entreprensurship, and spending-saving behaviour. Since

most earners have dependents, the household or the family is the praotical
statistical unit for the redistributive -transfers linking distributed
factor incomes and disposable incomes. - Grants are often ﬁade on the baéié
of families rather than individuals, and allocating these grants among
earners and dependents would be dlfflcult and arbltrary. The household
is the preferable statistlcal unit for purposes of data on the dlvlslon
of disposable income between saving and consumptlon and ‘statistics of .the
pattern of consumptlon 31nce  members of a household will more or less

pool thelr 1ncomea and consumptlon.u

B The Concept of .the Houschold

55. 1In view of the uses to be mads of the household—type statistical
unit, it is desirable to define it in terms. of the housekeeping concept '
that is employed in censuses of population and other demographic inquiries.
Under the‘housgkéeping concept, a.household‘may be (i) a one-person

household, i.e., & person who makes provision for his own food or other
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essentials for living without combining'with any other person to fofm
part of a multi-person household; or (ii) a multi-person household, i.e.
a group of two or more persons who occuby the whole or part of one
housing unit and meke common provision for food or ofher essentials of
living. The degree to which the persons ih the group pool their income
and outlay may vary. They may be related or unrelated persons. In some
gocio—economic situations relating mainly to developed countries the
-family household may be used instead, i.e. a group of individuals related
by blood, marriage or adoption who satisfy the other conditions of the

housekeeping concept.

56. A definition is also required of the institutional population in
order to clearly separate this population from non-institutional house-
holds. It is suggested that the definition recommended for inclusion in
. the 1970 European programme for population censuses be used for this
purpose, i.e., a group of persons living together, sharing their meals,
bound by a common public objectives and/or general personal interest and
ruled by an authority ocutside the group. Persons 11v1ng in hotels or
boarding houses should be treated as members of one— or mul ti-person
private households. The sams applies to personnel of institutions who
1ivé With their families or as individual persons in the institution but

are not subject to common rules set by the institution.

C. = Q@lassifications of the BStatistical Units

ae Classifications for general use

57. Certaln attrlbutes of households are of interest 1n cla331fy1ng all
aspects of the cowplementary systamn Tabulatlons of the data accordlng

to the soolo~economlc status of the head of the household and 'the area of
locatlon of the household may be expected to reveal eystematlc differencea
in income experience and spending-accumulation behaviour. An urban-—rural
classification is of considerable value for this purpose, particularly

in developing countries..
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58.7 ClaSslflcatlons according to age and sex of the household head are ',
valuable for purposes of studylng patterns of axperlence and behaviour,

" and in analyz1ng trends over time for cohorts of households. Tabulations
accordlng to size of total and: per capita distributed factor anad’ d1spossbls
income are wanted for such purposes as measurlng ‘the effects of redistribu—
tidk on levels of 1iving and exdmining petterhs of spending and acoumul as
fionw. Tor similar purposes, oross—classifications by mumber of children

in theé household and other aspects of the composition of the household

' hey dl'so be Usbful. A classifiocation of households according to-the main

‘type of ‘income received, taking into account the income of: all income
recipients belonging to the household, is also useful for some ‘purposes.
59, - Tabulations of summary data according to socio—economic status. of the
" head' of hdusehold and size of per capita income are likely to be of "~

' particular interest internationally. For purposes of~intornational -
comparisons preferente should be given to the use of fractile groups in

-”cisssifications~according to size of total inooms.

" be Classlflcstlons for dlstrlbuted factor 1noomes

60.. In tables on dlstrlbuted fsctor incomes, olasslflcatlon aocord;pg to
the size of distributed factor income per income earner, or the number of
., Jnoome recipients and total income, would. array houssholds-according _If_to
one factor determining the magnitude of this ingome. Other schemes of
classification which may furnish explanatory veriables of the distribution
of compensation of employees and entreprsneurial income, but not of -~
property income, are the industrial and oocupatlonal attachment of the
|_heads of household and their educatlonal attalnment. Cla331f1cat10ns
 waocord1ng to number of household members and number of 1ncome reolplents
\.per household, coupled w1th fractlle groups of 31ze of total dlstrlbuted

=_factor 1ncome m1ght be emphsslzed in the 1nternat10na1 guldellnes.

- -6le "'The socio—economic status, age and size of the income recipients

should be key classifying elements for factor incomes received by -

individuals, while the industrial and oocupational attachment as well
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A as the educational -attainment and .length of work experience, of the-
iricome edgrners are useful .additional characteristics for the classifica— .

’ tion of compensation. of employees and entrepreneurial income. . . ..

T Glaeslflcatlons for digposableincome and consumpbion

62:. 013331flcatlons aooordlng to size of dlspoeable 1ncome will be”
needed in studylng the formation and magnltude of this income in %he cane
of households in various socio-économic categories, as well as in '
deeoribing‘eﬁd”analyZing”the‘level and pattern of oonsumption of house— -+
holds. More significant information for the purposes of income analysis
would résult from ﬁhe use of per capita disposable income or from e
oross—classifications of data by siwe of household and magnitude of .
dfﬁﬁosable'inoome. M 8o advantageous in the cdse of tables on the level
and pattern of personal consumption are classifications according -to -the
size ‘of total 'arid per capita consumption.. The magnitude of disposable,
income, total and per capita, coupled with size of household may be the -

most useful classifications for purposeés of the.international guidelines.

d. Classifidations for accumulation

63;' The magnltude of sav1ng should furnlsh a useful scheme of olanslfloa-
tion in tabulatlng data on transaotlons in financial assets and 11ab111tler
iFor gross oapltal formetlon and oapltal oonsumptlon of unlnoorporated '
“enterprlses, the klnd of e00nomlo actlvlty of the business should be

employed as a 013331f10at10n.

O Sooloueoonomio status

64. At this Juncture, an lnternatlonally agreed sooloueconomlo clau31floa
tion is not avallable, and it w111 therefore be neoeesary to develop quoh
a olasalfloatlon for the oomplementary system. It may also be neceesary
to dev1se standard 013551f10at10ns aooordlng to age and aooordlng to xlze

of famlly.
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€5. The primary categories of the classification according o socio~
economic “status should distinguish heads of household according to basic
status classes, for example, employers, own—account workers, members of
producers' co-operatives, employees, independent inactive persons ;iving
in private households, and institutional population.. Distinctions which
merit consideration for the second or third levels of classification ares
(i) the division of employers and own-account workers, as well as members
of producers' co-operatives, into agricultural and non-agricultural; and
the separation of liberal and related professions from other non-
agricultural employers and own-account workers; and (ii) the division of
employees into directors and managers, professional and technical workers,
other non-manual workers, and skilled, semi-skilled and unskilled manual

Wworkers.

66. Spécial problems arise in separating the transactions relating to
their busiriess from their other transactions, in the case of owners of
unineorporated enterprises included in the household sector. For this
purpose it will be necessary to classify all households, any membe? of
which owns and operates a business of this type, as households of owners
of unincorporatéd enterprises, while for other housecholds the classifica—
tion might be based on the socio—economic characteristics of fhé rgdipient
of the greatest income. It is likely that the owner of the unincorporated

enterprise would, in most instances, be the chief breadwinner.

67. Producers' co-operatives are corporate units where the owners
constitute the whole or the main part of the labour force. It seems
Jjustified to raise.a special category for members of producers'
co—bperatives at the first level of classification,'because of their
special position as both employers and eﬁployees, and because of the

importance of these 00noperatives, particularly in MPS countries.

f. Classifications according to size of incomes and other flowa

68. It seems desirable tc emphasize the fractile-—group approach in

tabulations according to size of income, personal consumption or saving.
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The use of this approach will-be'of aspistance in portraying and oQmpars
ing: the form of distribution and compiling measures of .equality Op_Jz:ﬁ:
concentration. For example, if cumulative distiributions are‘ohartedzp;,
of-thpuproportion of;households of individuals in each fraotile_grpup a?d

the coupled. proportlan of the statistics under study, the reault is & L

. Lorenz, purve.  Sinece.differences in prlces or money do not play 2 central

role in defining the form of these distributions, tabulatlons based on.

fracetile: groups are of particular value for, purposes of 1nternatlonal
studies,. .

69.7 Tabulations of ‘households and.-individuals -according to:size of- incoms,
exyonditure, etc., defihed in absolute tetms;” will: al'svibe required. :This

cwill Yo the' base,’ for example, ih cross~classificationsiof data;according

to  ohe- 0% more attributes of households or ihdividuals and thé magnitude
of & given-fIbw, - e FRATE L s T '

LI TP . . : C . e . e e e,

VII. DEFINITION AND CLASSIFICATION OF INCOMES

A. Compensation of Employees : .
&y, -Benefits in kind . . e e e i

70, ihe concept of compensatidn of employees in theAhatiohai'accQuntB.3
enconigasses all préceeda’ from employment, in money: and kina;‘which are °
vlearly of benefit o the ‘embloyees: individually. . The benéfits accruing
to' employees from the Healtl, Tecreational, educational and similar: -.
facilities which -employers make available to smployees collectively, are
not covered ‘in the dompetrisation of employees;''and are excluded from the:
consumption ‘expenditure of employess. ' It -is .considered that for purposes

of studies of. the’ welfare and -economic behaviour of individuals and . . -

‘holiseholds, these flows should be Testricted to benefits which may be *

unambiguously allocdted and’ aré the subject of ‘individual decigion and:

" ohéice.” Also ‘éxcluded froif compensation of eiiployees are experditures: of

producing units which cohtribute to the aménities of working life or "=

oompensate for expenses incurred in business travel. In general, employee
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oompeneatlontle defined net of any receipts or. speclal outlays of b -,
employees in connexlon with their work whlch are of beneflt to them as |

producers.rather than as gonsumers., . L o ‘ <

"71. : In both the’ SNA and. MPS, part of the compensation of employees may.-
consist of the cost.to the employer of goods and services furnished fres
{0f charge, or at.reduced prices, on an individual baeis. The cost to,the
employer- rather: than the cost at retail is utilized as the basis of . -..
valuation for' a number of reasons. In the first place, the cost to the.
employer is equivalent to the money income which the employee foregoes .
and the expendlture whlch the employer incurs. Secondly, the oost is a

, “meaeure of the productlon actually embodled in the goods and serv1cee.
For example, a ehorter chaln of dletrlbutlon and transportatlon is llkely
to be 1nvolved 1n the oaee of goode and services furnlshed by employers
than in the case  of goods and services sold at retail. Thlrdly, the
dlfflcultlee of estimation are eased by the use of the oost to the

employer.

be Clagsification

72, Employee compensation should be sub-divided into ( ) vwages and
salaries, (11) employers' oontrlbutlons to social securlty achemes, and
(iii) employers' contrlbutlons to prlvate pene1on, famlly allowance,
health and other caeualty insurance, life insurance and similar schemes.
This not only contributes to oomparability with each ejstem of national
aooountzng but also - separatee the receipts of employees 1nto those of
benefit ourrently and in the future. It also segregates the element of
employee oompensatlon in respect of which flgures are generally not
avallable. from household enqulrles. A sub—d1v131on into paymente to

(i) members of the armed forces and (11) other employees is also proposed.
Slnoe natlonal pract1ce varlee with regard 10 the 1nclus1on of data on
_compensatlon in kind, it may also be advantageous to eub—lelde wagea and

salarlee 1nto payments 1n oash and payments in klnd.
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ce. . Transactions in respect of private pension and insurance schemes .

73. Where employers! contributions to private pensions are made to a
pensioh fund,  thess Gontributions, reduced by an estimated share in the"f
administirative expenses of” the pension fund, are"inéluded'ih'the'OE§iﬁg""
of the’ employees on whose behalf they are made, in the form of an inoreale
in their+requity in pension funds. - The share in the adminidtrative
experiies of ‘the pension fund is part of the personal ¢onsumpiion of the
employees.  The digposable income of the employees ineludes total employers'
contributions to the-pension fands on- their behalf and.imputed interest on
their equity in the pension Punds. When pensions are paid to the efiployess,

these payments are recorded -as reductions in their equity in peneion funds,

T4.° Where a pen51on fund does not exlst, the penszons actually pald are
Bhown ' as currént transfers from the employere to the retlred employees,
and an amount equal “to the 1mputed employers' oontrlbutlonl 1noluded in
the compeneatlon of’ preeent employees, is shown an ourrent transfer from -

these employees to thelr employers.

75. In the case of casualty insurance, oontr:hut;on by employers on

behalf of thelr employees reduced by a service charge which is incluyded -
in the personal consumption of the employees, ere trenafers from the _
employees ‘to the prlvate casualty ‘insurance eohemes. The olazmu pald  :

are ourrent transfers from the prlvate oasuelty 1nsuranoe aoheme to the '
employees. In thée case of life 1nsurance, the contrlbutlone,'reduced by

a service charge, ‘whioh is’ 1noluded in the pereonal oonsumption of the “
employees, are Dart’ of the eev1ng of employees 1n the form of inorease 1n -

their equity in life insurance reséives. Reoelpts of 11fe 1nsuranoe

claims represent reduotions in this- eQulty.

B. Entxepreneurial‘inoome

2 Gross output

76. It:is evident that ‘the scopé of the concept "gross output" im
relevant to the definition of-entrepreneurial‘ﬁnoéme.'-Thé definition of
gross outfut is also of significance for the content of personal

consumption.
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77. Gross output covers all productlon for market (sale or barter) and
on own account fcr purposes of capital formatlon. Also included are a
number of act1v1t1es conducted on own account for purposes of household
consumption. These actlvztles may be carried on by household « based, or
other, unr%corporated enterprlses engaged in production for the market,
or by houeeholds whlch are not engaged in production for the market,

In all these 1nstancee, 1ncluded in gross output would be the results of
agrlcultural forestry, flshlng, hunting end mining activities, the
secondustage processing of agricultural products by growers (e.g., the
mamfacture of butter and cheese, wine, flour, yarn and cloth, or
furnlture), and the ownerboccupancy of dwelllngs. In the case of housew
hold and other enterprises engaged in production for the market, included
in gross output in addition, is the output of any other goods and services
for personal consumption by the owners which are also produced for the
market. Where households engage’in prcduction'for‘own»account COnsSumpw
tion or capital formation ohly (e.g., rhising orops, owner occupancy of
dwellings, construction of dwellings for own use), a nominal productive
unit is defined for purposes of recording gross output and entreprensurial
income.,‘; e

78. Production on own"account should be valued in terms of the oash
alternatives foregone. Thius to “the producer, the value of income and
consumption in kirid should be considered squal to the cash income that
would be realized by the sale of'thése items, i.e., the market value at
the producing unit. It has ‘been argued that this approach results 1n
under-valuation of the household consumption of goods and services
produced on own account and that the use of the retail price is more
appropriete. RBowever, the retail price includes the value of transport,
distributive and other services which in fact are not embodied in these
goods and services.

79. The proPosal to value all personal consumption in terms of retail

Price appears to originate in the desire to arrive at measures of the

quantity of goods and serrices consumed which do not necessarily vary
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w;th the quantum of embodled productlon. However, the complementary
syatem is concerned w1th 1ncomes from productlon and costs, ae well as
levels, of consumptlon.‘ Further, 1n view of the dlffereneee between
areas of a country in transport costs and prloe levels, it will generally
‘riot be p0351b1e to'a551gn the same value to the identical quantum of
‘g6ods or services from the point of view of the consumer: It does not
‘geéem desirable or feasible to utilize the values assigned to goods and
services as proxies for quantities consumed in all cases. Appropriate_
measures of the quantities coacerned might be developed as supplementary
-data in the case of selected goods, e.g., caloric content in the case of
‘foodstuffs. In the case of o number of other commodities, the unita of
‘measursment will necegsarily be physical dimensions; and these data‘yill

be non—addltlve.

‘b Operatlng surpius

' 80. Determining the expenses to be deducted from gross output in‘order

to arrive at operating surplus is often beset with problems. These
problems arise from the difficulties of (i) separating current outlays
for household a031v1t1ee and for bu51ness purposes (11) dlstzngulehlng
capltal outlay from current expenddture in respect of the bu31ness, and
(111) maklng approprlate estimates of provisions for the consumption of
flxed capltal.l Thls 1s especlally 80 in the case of farms. The rent
jpald for tenant farms may cover the farm ;and, farm bulldlngs and B
.equlpment, and the dwelllng: and tuore may ve llttle ba51e for separatlng
the three.“ It 1s proposed that rert on farm bulldlngs and equlpment only
‘be oon51dered an eXpenss 1n arr1v1ng at operatlng surplus. 'The rent on
the farm land is to be treatea as = payment for the use of preperty in

the farm enterprlse, and the rent on the dwel llng is to be included in

the personal consumptlon of the farmer,'

Ce Deductions from operating surplus
81. Entrepreneurial income accruing to households ehould comprlse the

net proceeds of the unlnGOrporated enterprlsee included in the household
eectbr of the rev1sed SNA and the actual payments made to the owners out
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of the current receipts of quaéi—corporatiqns. Entrepreneurial incomé
net of these withdrawalas is retained in the quasincorporations and

constitutes one element of their savings.

82. 1In order to compute entrepreneurial income from the operating surplus
of unincorporated enterprises, net payments of property income in connexion
with these businesses need to be subtracted. Payments of property income
may consist of interest in respect of funds borrowed for use in the
business or the delayed settlement of trade credit, rents on farm and

other hand utilized in the enterprise, and royalties in respect of patents,
copyrights or concessions. Interest may be received in connexion with

the business in respect of credit granted to consgumers.

83. YNet rents on owner—occupied dwellings in many countries consgtitute
an important part of the net proceeds of unincorporated enterprises.
These net rents should be distinguished as a separate category of entre-

preneurial income in income distribution statistics.

de Claassification of entrepreneurial income

84. For purposes of studies of the links between type of pioduotive
activity and the distribution of entrepreneurial income, it will be -
desirable to classify entfepreneurial income according‘to the kind 6f
economic activity in which 1%t originateé; A broad distinction between
agricultural and non-agricultural activity, sub-divided into owner—occupied
dwellings and other, would be of basic value. Further sub-division of
agricultural and non-agricultural activity into employers andewnuaocount
workers and according to broad categories of kind of‘activity would be

of con31derable interest. It will be desirable to utilize relativel&
broad categories in order to limit the problems of allocatlng current
expenses where one proprietor is engaged in a nunber of different types

of unincorporated or quasi-corporate businesses.

C. Property Income

85. Property incomes congist of interest, rent, royalties, etc., and

dividends. Interest relates tc actual receipts or payments and accruals
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";Qr,vuqi;ih%erestJ‘~The*accruals of interest to hdﬁééhoi&% willﬂincIude'interest
] on the net equity of households in pension funds and in life insurance

reserves.

86. Payments and receipts of rent, royalties, etc., shouid feiaﬁe to
the use of land, patents, copyrights, etc., only. Dividends generally
consgist of digtributions of the net earnings qf incorporated enterprises

and co-operatives to owners of shares in these businesses.’

I. Redigtributive Transfers

8. Scope

87. The transactions of households which furnish the bridge between
distributed factor inooﬁe and dispdéabiélincome consist of tranafers of
income on current account which for the most part are non-contractual
(unrequited) in character.  However, also included here are transactions
in respect of private casualty insurance policies, whether or not the
premiums are part of employee compgnsation, and in ieSﬁe&t'of'bénsions

paid directly by employers.

88. It is suggested that, eXcept for write-offs of 5ad debts, the
finance by government agencies of purchases which households make, and
gifts in kind from and to the rest of the world, transfers in cash only
be covered as part of the current redistributive transfers received
(made) by households. Transfers in kind from gensral government and
private ﬁon—profit institutidﬁs to persons'ﬁbuld_however be included in

total consumption of the population.

b. Clasgification

89. In order to furnish 'suitable data for analyzing the nature and
effect of the redistribution of incomes in respect of households, it is
proposed to clasegify non-contractual current transfers by type of itransfer,

by purpeose andfbjxécu:Ce of‘finénoe.
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Cla891f10at10n of unrequited Curréent Transfers recelved and made bzvgbuseh01€~

‘A, By type of transfer’. CLh ©
Tranafers received by households ‘ ‘ . t
Sboial saourity benefits
--wSoclal a331stance grants‘
-Unfunded emploype welfare beneflts

Current tranzfers n.s.c.

Transfers made by households -
Direct taxeé ‘
Fees, fines and penalties
Social sécurity contritutions
Current transfers to private nom~profit inatitutions serving -
households . .
- Unfunded employese welfare contributions, imputed

Current transfers hn.e.o.
B. By purpose

Transfers received by households

Compensation for loss of income.due tot

- 0ld age or--disability

~ logs of earner

- accident or sickness

— unemployment (including general:relief payments)
- Family allowances

~ War bonuses, pensions and service grants

~ Qoverage of medical and hospital expenses

~ Casualty, lay-off and severance compensation

-~ Scholarships and fellowships '

« Gifte from other households

—~ Migrants! transfers (including transfers of own goods)
~ Write-offs of bad deht

« Other purposes
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Transfers made by households

: Cbmpﬁlsory transfers to general goverﬁment
Contritutions in respebt of pensions, benefits etc. paid directly
to éﬁﬁloyees (imputed employers' contributions)
Membership dues J
" Donations to private non-profit institutions serving houmeholés
' @ifts to other households . B
Migrants?! transfers (including transfers of own goods and gifts
~ in kind) T
"Cthér purposes

.® : " C. - By source of finance

' Pransfers received and made by households

'déﬁeralfgoﬁérnment

Private non—profit institutions serving households
Corporate and guasi-corporate enterprises

Other domestic households

e L
Rest of the world
i N

‘VIII. DEFINITION AND CLASSIFICATION OF CONSUMPTION

A. The Two Cbncepts

90. Household consumption expenditure relates essentially to goods and
seryices purchased by households. It includes goods and services which
mgke‘éﬁ income in kind, i.e.y items produced on own account and utiliged
in final consumption and goods and services received as part of weges and
salaries, Toial consumption of the population covers, in addition, free
goods and services which general government and private non-profit
ingtitutions provide to the population, individually or collectively,

éﬂ& ﬁﬁiéh=employers provide to their employees collectively. It therew-
fore furnishes a more complete measurse than personal consumption of the

level of living of households.

o S e AP
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B. Clasgification

91. In order to describe the pattern of consumption, it is proposed to
classify household and 'total consumption according to type of goods and
services (i.e. non—durshle”goods,'semi;durables,'dureble goods; ' and~
services) and object (purpose) for which these goods and servicés are
utilized; by mesans of the categories of the revised SNA.  Thess-distincw
tions are designed to classify goods and services according to broad. -
categories. 0f inoome elasticity of demand and the period of time over.-
which the goods and services are in fact consumed. The classification
according to objeot, in addition, provides the basis for the most detailed
and direot data for purposes of assessing the ocomponents of levels of
living and ocompiling measures in constant prioes'snd'quantity terns,

92. Household cons&mpfioﬁfekpenditure should include purchases of
secondhand goods. Heceipts from the sale of second-hand goods and sér§p|
and waste should be shown separately as negative items unde?¥ the appro-

priate headings of household consumptlon expsndlture.

c. Definition and Valuation of Total Consumption

93. It seems essentlal to take account of a number of oonsiderations in
determining whioch pOrtlons of the consumptlon expenditure of general
government and private non-profit institutions to include in total - .
cOnsumggﬁqu”of the,populstion. The‘basio criteria proposed are whether

the service An question is clearly and primarily of benefit to the _
populat1on as consumers and adds to the level of 11v1ng of perlons durzng
the perlod of acoount. Attentlon also needs to be devoted to the .
dlfflcultles of allooatlng the oonsumptlon among various groups of

households.

94. Tbtal oonsumptlon of the populatlon should, as a minimm ireclude,

in addltlon to household oonsumptlon expendlture, the free food, olothlng, :
medlcal oare and e&uoatlon whlch general government, prlvate nonmprofzt |
1nst1tut10ns and enterprlses furnish to persons 1nd1v1dually, in a&d;t;on '

to items which may already be included in income in klnd. These goods
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and services should be valued in terms of net outlays on the 1tems

concerned (1.e. cost of productlon less recelpts from saléé)

95. ' In additibn, the-net outlays of government and pr;vaje non—profit
institutibns on theaters; museums, libraries, parks and other recreational
and ‘cultural services, may be included. The benefits in these cases
Glearly acorue solely to the population as consumers. Allocation of these
!outlays in terms of actual use of the facilities congerned by d;fferent

population groups may, however, be difficult. - . e

- gk " -Serious problems .of defirition and allocation will arise in respect

“of ‘the ‘services which employers furnish to their employees collectively.
No%“iﬁfré@uently, thesé services are furnished for a number of purpqsés,
gome- 0f which do not foocus-.on the employees as consumers. Forx, example

simportant functions of the health services provided are llkely to ooncern
work aceidents and injuries,. sick leave and qualifications for employmenta

Educational. programmes may relate to vocational tralnlng, as, well as to
general adult education. Recreational activities may be d651gned to

LN

enhance the publlc 1mage of the employer.

I

_9]-J: Prov151on for 1dent1fy1ng the cost of the services in questlon is
made Ain, the developed MPS but not in the revised SNA. In the SNA, the
costs are part of 1ntermed1ate oonsumptlen and prlmary 1nputs. It seems
necessary to prov1de for a supplementary functional 01a531f10at10n of

.. the cost structvre of producers 1n order o separate out these cos'ﬁsn

07 IX)  PEFINITION AND CLASSIFICATION OF ACCUMULATION

A.  Internal Sources of Finéﬁcing Investment

G8. The internal sources of finance of investment will be savings and
net capitalztféﬁnfers recei%edg and, in the case of households whose'
Heads are owhers of unincorporsted enterprises, provisions for the

consunptior of the fixed capital of their businesses. =1t seems appro-

- ‘priate to showi:wach of these flows separately in. the tables of the

" wonplementary system -and to define the flows as in the revised SNA.
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a, . Baving
99. Saving as defined in the SNA is mainly restricted to funds from
current activities which are actually in the hands of, and under the
jmmediate control of, persons for use in investment. FExceptions are
contributions (employees', as well as employers') to the equities in
pension funds and life insurance reserves and the imputed interest earned
on these holdings. The accumulation of these rights may be expected to

influence the spending-saving behaviour of persons.

100. The magnitude of saving per household.should be a useful classifying
element in tabulations of capital transactions, in particulear figurés of
investment in tangible assets and data on net financial assets acquire&}
Saving per household will also be of interest in cross-classifications
with socio-economic status and the age and sex of household heads, and,
in-the case of households of owners of unincorporated enterprises, with

‘kind of economic activity of the unincorporated enterprises.

b. Capital transfers

101. In the case of households not possessing unincorporated enterprises,
capital transfers are likely to consist of -inheritance taxes, legacies,
higrants' trahsfers of capital, grants for damages incurred during wars,
floods or other calamities, and endowments and other capital donations to
private ron-profit institutions. Most of these transfers ocour quite
iﬂfrequently during the life cysle of a hcusehold. TYouseholds of owners
of unincorporated businesses may in addition receive capital transfers in
respect of their business, for example investmént granfs, which may not

be as infrequent.

B. Investmént in Tangible and Selected Intangible Assets

102 In addition to the gross capital formation in unincorporated enter-~
priges.included in %the household sector, this category of investment
inocludes net acquisitions of land, copyrights, concessions and net purchases
of non-reproducible art objects and antiques. These forms of investment

are in a sense internal investment. The same definitions and sub-divisions
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of these transactlons as in the rev1sed SNA are suggested. It will be |
of value to clas31fy gross capltal formatlon 1n flxed assets accordlng to.

the kind of economlc act1v1ty of the unlncorporated enterprlses involved,

C. Financial Assets and Liabilities

-1 Clasgification

103. . .Transactions in financial assets and liabilities may be viewed as
external .forms of . invegtment and external sources of fihancing investment.
and consumption, - In view.of the. purposes to be served by the data of-tﬁe
complementary system on financial transactions, an adaptation is:required
of the scheme.in the revised SNA for classifying financial claims. The
adaptation . suggested is indicated below,

e

A. Flnanclal Assets

1. “Currency and transferable dep031ts.

2 Other dep031ts

3. Securltles
1. Quoted on stock exchange
di. Not quoted on stock sxchange .

4,“,pthe;iloan§, including mortgages

5,L5Ngt egquity on pension,fgpds

6. ”N?f_equity'pn life insurance reserves _ '

7.{ Prbpfiétors' net éddit;pn to investment of gquasi-corporate
- enterprlses

8. Trade credit and advanoes

9. Other financial assets

B. Li;%il;tlés v- | .

1. rLoans, 1nclud1ng mortgates

grilTrade credlt and advances
LJr.l:L. Bu31ness debt
11;. Consumer debt

3. Other liabilities
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104. In the case of financial a2ggets, distinctions are not drawn in the

adapted dlassification between types of seourities, or lengths of | a,
maturlty of blllq, bonds or loans. The list of liabilities is very ' .
brlef since a few typeq of liabilities only are of importance in the '

case of households and unircorporated businesses.

b. Bagis of recordiug

105. Recording on o gross basig is suggested in respect of transactions’
relating t¢ pension funds and life insurance actuarial reserves. For
gsome households, receipts from these sources will be an important means
of financing current expenditure, while for other households, additions
will represent an important means of saving. It also seems advantageous
t0 record transactions in securities, proprietors! net addition to
1nvestment in quasi-corporate snterprices and perhaps consumer debt on

a gross basis. In the fiyst cace, this approach will make it possible
to indicate realized capitai gains on sales, which may be a factor in
spending—-saving belhaviour. fn the case of consumer debt, differing _

households may be contracting and redeening the indebtedness.

Ce Pension funds

106  In the casge of penesion funds. the additions to the equity of a
group of percons Curing a given period will consist of their own ocontri-
butions and employexrs' contributions on thelr behélf; réduced by their
share in the administrative expenses cf the fund dquring the periods The
reductions in eqﬁity ddring a given veriod will be madse up of payments
of pensions or lump-sum settlemsnts of accumulaied equity (e.g., the

actual oractuarsial value cf contrilutions plus interest).

107 TFor relatively small groups of households, the difference between
the additions to and withdrawals from pension funds during a pgrlod may
not be precisely equal to ths change in their egquity in the fund during
the period. 'These differences may result from divergence between éctﬁdl

experience and actuarizl expectations, losses of equity on leaving
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employment, etc.., In order to acoount for these differences it would

be desirable to record them as capital losses or gains in the revaluation

‘accounts’ of households.

de Life insurance

108, The additions to life insurance reserves during a given period
will ' odnsist of the sum of the actual premiums paid, reduced by a pro~
portlon of the service charge for carrying the 1nsurance, and the interest
earned on the reserves. Reductions in the equity of households in’ life
1nsurance Tagerves con31st of payments of claims on death, on’ calh
surrender of pollcles, or on maturlng of endowment and szmllar arrange-
ments.

183.  In the case of small groups of households, the claims paid on death
and the fees for the risk of providing the insurance may not be equiva-
lent, ones with the other, during a given period. Other_situations may
also ocour which disTupt the balance during a given period between net
premiums reduced by claims paid, on the one hand, and the change in the
life insurance actuarial and similar reserves, on the other. For example,
the loss on non-payment of premiums of the right to accumulated saving in
the form of these reserves. As 1n the case of pension funds, it would be
deslrable to bring the actual capital transactions of various groups of
households ;n life insurance and the changes in their equity on the
actuarial and similar reserves of life insurance into balance through
entries of capital losses (gains) in the revaluation accounts of the

households.

€ Investment in quasi-corporate enterprises

110f Proprletors' addltlons to investment in qu351—corporate enterprlses
will conslst of funds for 1nvestment purposes, or fixed assets, securl—
ties and the llke transferred by the owners to a qua31—corporate unlt.

The withdraWals will consist of funds which the proprietors take from

the  aocumilated retained saving of the quasi-corporate enterprises and
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from ‘the proceeds of ‘the ‘sale of its fixed and finanrcial assets, as ‘well "
' as transfers of fixed assetsy: seourities and other financial assets from }

the business to the proprietors as individuals.
f. Securities o

111. Recordlng the ‘transactions -of households:in securities-on a gross
basis would permit the tabulation of realized capital gain (lqsaes) on
“ gales of the securities as part of capital transactions. The reqeiptis
on sale of securities might be sub-divided into the cost of the ”
securities on acquisition and the realized capital gain (1loss) on sale.

Purchases of seourities would be Tecorded at cost of acquisition.





