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1. Yaior differences between the Revised BNA and the 1968 BNA 

The ~evised SNA is characterized by a number of important 
features as below: 

- The central framework of the revised SNA is presented in 
the T-accounts as well as in a matrix presentation, while 
the basic theoretical framework of the 1968 SNA has been 
retained ; 

- Complete sets of accounts (e.g., production, income, 
capital and financial, balance sheets and reconciliation) 
for the institutional sectors as well as for the national 
economy are to be distinguished and integrated; in 
particular, there will be production accounts for the 
household sector; 

- Emphasis is being placed on the income accounts (namely: 
generation of income, primary and secondary distribution 
of income, redistribution of income in kind, use of 
income,) for the institutional sectors and the national 
economy as a whole; 

- Some minor changes have been proposed in the sectoring 
and the sub-sectoring of institutional sectors (e-g., 
households, general government,etc..); 

- Introduction of some concepts and definitions of stocks 
and flows of economic transactions, such as income, 
consumption, fixed capital formation, especially the 
widening of the scope of fixed capital formation; 

- Valuation of gross output at different prices, producers' 
prices including VAT, and producers' prices excluding 
VAT, while intermediate inputs and final consumption 
continue to be valued at purchasers1 prices; 

- Rehabilitation of some national accounting aggregates, 
e.g. , Gross domestic product (GDP) at factor cost, GDP at 
market prices, Gross national product (GNP) , Gross 
national disposable income, etc..., 

- Emphasis on flexibility of the revised system to meet 
individual countries~eeds and special circumstances 
within the framework of the revised SNA: 

- Harmonization of definitions and practices of the SNA 
with other related statistical systems, notably the IMFss 
Balance of Payments Manual and Government Finance 
Statistics; and 

- Introduction of satellite accounts (e.g., for the 
Environment, Tourism, Education, Health, etc.), which 
would be outside the main framework of the revised SNA, 
to satisfy the particular analytical needs of users. 



2. The semence of aecounts 

(a) The Production Account 

The Production Account relates to the activity of producing 
goods and services as defined within the System. Its balancing 
item, gross value added, is defined as the value of output less the 
value of intermediate consumption and is a measure of the 
contribution of GDP made by an individual producer, industry or 
sector. Gross value added is the source from which the primary 
incomes of the System are generated and is therefore carried 
forward into the Primary Distribution of Income Account. 

(b) The income accounts 

The income accounts consist of a set of articulated accounts 
showing how incomes are: 

- generated by production; 

- distributed to institutional units with claims on the 
value added created by production; 

- redistributed among institutional units, mainly by 
government units through social security contributions 
and benefits and taxes; 

- eventually used by households, government units or non- 
profit institutions (NPIs) for purposes of final 
consumption or saving. 

The balancing item emerging from the complete set of income 
account is saving which is carried forward into the Capital 
Account. The income accounts have considerable intrinsic economic 
interest in themselves. They are needed to explain the basic 
economic activity of final consumption - that is, the use of the 
goods and services emanating from production for the satisfaction 
of the individual and colLective needs and wants of households and 
the community. 

(c) The accumulation accounts 

These accounts record the acquisition and disposal of 
financial and non-financial assets and liabilities by institutional 
units through transactions or as a result of other events: 

The Capital Account records acquisitions and disposals of 
non-financial assets as a result of transactions with 
other units or internal bookkeeping transactions linked 
to production (changes in inventories and c 
fixed capital) ; 

The Financial Account records acquisitions 
of financial assets and liabilities, a 
transactions; 

A third account records changes in the values of the 
assets and liabilities held by institutional units as a 



result of other factors, including changes in the prices 
of the assets during the course of the accounting period. 

The link between the accumulation accounts and the income 
accounts is provided by the fact that saving must be used to 
acquire financial or non-financial assets of one kind or another, 
even if the asset is only cash. When saving is negative, the 
excess of consumption over income 
must be financed by disposing of assets or incurring liabilities. 
The Financial Account shows 
way in which funds are channelled from one group of units to 
another, especially through financial intermediaries. Access to 
finance is typically a prerequisite for engaging in many types of 
economic activities. 

(d) The Balance Sheets 

The Balance Sheets show the assets and liabilities of 
institutional units at the beginning and end of the accounting 
periods. As already noted, the levels of assets and liabilities at 
any moment of time vary automatically whenever any transactions, 
price changes or other changes affecting the volume of assets or 
liabilities held take place. These are all recorded in one or 
other of the accumulation accounts so that the difference between 
the values in the opening and closing Balance Sheets is entirely 
accounted for within the System, provided, of course, that the 
assets and liabilities recorded in the Balance Sheets are valued 
consistently with the transactions and other changes - that is, at 
current prices. 

Activities and transactions 

The accounts of the System are designed to pravide 
analytically useful information about activities and processes 
taking place in the economy, such as production, consumption and 
the accumulation of assets. They do this usually by recording 
transactions between institutional units that are associated with 
these activities rather than by trying to record or measure the 
physical processes directly. For example, the accounts do not 
record the physical consumption of goods and services by households - the food they eat or the fuel they burn within a given time 
period. Instead, they record the expenditures that households make 
on final consumption goods and services or, more generally, the 
values of the goods and services they acquire through transactions 
with other units, whether purchased or not. Data on transactions 
provide the basic source material from which the values of the 
various elements in the accounts are estimated. The use of 
transactions data has important advantages. First, the prices at 
which goods and services are exchanged in transactions between 
willing buyers and sellers on markets provide the information 
needed for valuing, directly or indirectly, all the items in the 
accounts. Second, a transaction that takes place between two 
different institutional units can be recorded for both parties to 
the transactions and therefore generally appears twice in the 
accounts. This output is obtained by summing the amounts sold, 
bartered or transferred to other units plus the amounts entered 
into, less the amounts withdrawn from, inventories including work- 



: in-progress. , In effect, the value of output is , obtained by 
-recording the,,.~~rious uses of that output by means of -data on 

~ transactions. In this way, flows of geods and services cali be 
traced through,the economic system from ?heir producers to their 
eventual users. - Some transactions are only internal bookkeeping 
transactions that take place within a single unit, but the great 
majority of transactions take place between different .units or 
markets. 

3. 

3.1 statistical units 

.Two main kinds of 'institutional units, or transactor, 'are 
distinguished in the System -.households aqd, legal entities.; T h e  
latter are either .,&kities created for. purposes o f  production, 
mainly coyporatiqns khd NPIs, or government units. including social 

. securitytfunds. Institutional units are essentially units that are 
:..capable of owning goods and assets, of incurring liabilitiosand of 
engziging.in economic activities and transactions with okher'units 
intheir own right. For purposes of the System, institutional 
units that .are restdent in the economy are grouped together into 
five mutually exclusive sectors composed of the following'.types sf 
anits: 

. . 

-  on-f inancial corporations; 
, - :%inancia1 corporations ; 
- government,,,pnits including socia,l security funds,.; ,. :, .,, ,,  

. . - NPIs .serving households ; 
. . . .  - . households. . ~ 

., , 

The five sectors. together make up the tbtal economy. Each 'sector 
can also be divided into sub-sectors, if desired.   he Sy&em makes 
provision for a complete.: set of accounts, including balance sheets, 
to be compiled for each sector, and sub-sector -if desired, as well 
as for the total economy. The total number of accounts that may be 
compiled isthereforepotentially quite large, depending upon the 
level of '.disaggregation ;that is rehired and feasible.' Only by 
disaggregation is it possible to observe the interactions between 
the different parts of the economy that need to be measured and 
analysed for purpopes of policy making. The complete set of 
accounts at the level of the five main 'sectors is givenin [chapter 
11, Overview] . 

. . 

~nstitu$$onal units that are reSident abroqd are grouped 
together to form the rest ,of the. world. T*..:~ystem does not 
require accounts to be compiled in respect of economic activities 

. taking place ..in the rest of the world, but all transactions between 
. resident and" non'-resident units have to be recdEded in o ~ d e k  to 

obtain a complete accounting for the a c t i v i t ~ & s ' , r e & i d e n t u n i t s .  
Transactions between residents and non-residents are groupedof the 

, together in a single account, the Restof the.World Account of the 
System. 

3.2 

The contents of the SNA depend not only on the accounting 
structure itself - that is, on the type ana format of accounts 
distinguished - but also on the ways in which tke items included in 



l!he accounts are defined and classified. The issues involved are 
not simply of a technical nature but raise fundamental questions of 
economic theory and principles. The concepts and classifications 
used in the System have a considerable impact on the ways in which 
the data may be used and the interpretations placed on them. 

The activity of production is fundamental. In the Systehp, 
production is understood to be a physical process, carried out 
under the responsibility and management of an institutional unit, 
in which labour and assets are used to transform inputs of goods 
and services into outputs of goods and services. The goods must be 
such that their ownership can be exchanged in transactions between 
institutional units while the services must be such that they can 
be provided by one unit to another. In other words, all goods and 
services produced as outputs must be capable of being sold or 
disposed of on markets if desired, while all goods and services 
consumed must be capable of being purchased or acquired on markets. 
The criterion of marketability is fundamental to the definition of 
both goods and services produced as outputs. The System therefore 
includes within the production boundary all production actually 
destined for the market, whether for sale or barter. It also 
includes all services provided free to individual households or the 
community by government units or NPIs. 

The main problem for defining the range of activities recorded 
in the Production Accounts of the system is to decide upon the 
treatment of activities that produce goods or services that could 
have been supplied to others on the market but are actually 
retained by their producers for their own use. These include a 
very wide range of productive activities, in particular: 

(1) the production of agricultural goods by ? J J  
enternrises for own final consumption; 

( 2 )  the production of other goods for own use by households: 
the construction of dwellings, the production of 
foodstuffs and clothing, etc.: 

(3) the production of housing services for own final 
consumption by owner occupiers: 

( 4 )  the production of domestic and personal services within 
households: cleaning, repairs, the preparation of meals, 
care and training of children, etc. 

All these activities are productive. However, inclusion in the 
System is not simply a matter of estimating, or imputing, values 
for the outputs of these activities. It is also necessary to 
assign values to the corresponding consumption and the incomes 
generated by these activities. It is clear that the economic 
significance of these flows is quite different from that of 
monetary flows: For example, the incomes generated are not 
available to be spent on other goods and services but are tied to 
the consumption of the goods and services produced. The inclusion 
of large non-monetary flows of this kind in the accounts together 
with monetary flows can obscure what is happening on markets and 
reduce the analytic usefulness of the data. 



The SNA i s  a multipurpose system designed primarily for 
purposes o f  economic anal.ysis, decision taking and policy making. 
I t  i s  therefore necessary tcl s tr ike a balance between the  desire 
for the accounts t o  be as comprehensive as possible m d  the  desire 
t o  prevent flows needed for the analysis o f  market behaviouk and 
disequilibria from Being swamped by imputed values relating t o  irkon- 
market act iv i t ies .  The System therefore includes a l l  productitan o f  
g o d s  for own use within i t s  production boundary, as; goods can be 
switched between market and non-market use even a f t e r  they have 
been produced, but excl~zder a l l  production o f  services for ewn 
final consumption within households (except for the services 
produced by domestic s t a f f  and the  own-account prodiuction o f  
housing sexviaes by owner occupiers). These services are a l l  
consumed as they are produced and the l inks  with market ac t iv i t i es  
are much more tenuous than for goods production, such as 
agricultural goods whiohi may be produced partly for own final 
consumption and partly f o r  sale!, or barter, on the  market. The 
location o f  the production boundary i n  the System i s  therefore a 
compromise, but a deliberate one taking account o f  the needs o f  
most users. In  t h i s  context, it may be noted that i n  labour force 
s ta t i s t i c s  economically active persons are defined as those engaged 
i n  productive ac t iv i t i es  as defined i n  the SNA. I f  the production 
boundary were t o  include the production o f  personal and domestic 
services by member o f  households for their  own final consuhnptie9n, 
a l l  persons engaged on such i % c t i ~ i t i e s  would be not merely i n  the 
labour force but classi f ied as employed. Unemployment would become 
v ir t iml ly  non-existent b y  def in i t ion .  This i l lus trates  the need t o  
confine the production boundary i n  the SNA t o  market ac t iv i t i es  or 
ac t iv i t i es  that are close substitutes for market ac t iv i t i es .  

3.2.2 Other bbduntdarv v~:obl~ems 

(Certain natural processes my or may not be counted as 
production depending upon the circumstances i n  which they occur. 
A netslessaryeomd&tion for an ackivity t o  be treated as prodluc,tive 
i s  that  it must be carried out under the instigation,, control and 
responsibility o f  some insti tutional unit  that  exercises ownership 
rights over whatever i s  produced. For exampley the natural growth 
o f  stocks 'o f  f i sh  i n  the  oceans i s  not counted as product.io:n: The 
process i s  not managed by any insti tutional uni t  anjd the f i s h  do 
not belong t o  any irtstiitutional uni t .  On the other h~and, the  
growth o f  f i sh  i n  f i s h  f a n s  i s  treated as a process o f  plroduction 
in much the same way that rearing livestock i s  a process of 
produation. S i m i l a r l y ,  t h e  natoral growth o f  w i l d ,  uncultivated 
forests or w i l d  f ru i t s  or berrj.es i s  not counted as production, 
whereas the cu:ltivation o f  crop-bearing trees ,  as trees grown for 
timber oro ther  uses, i s  countedin the  same way as growing annual 
crops. I t  should be noted, howerver, that the  fel l ing of  trees i n  
w i l d  forests ,  and the gathering 'o f  w i l d  f r u i t  or berries, and also 
firewood, counts as production. 'Similarly,  ra infal l  and the flow 
o f  water down natural water courses are not processes o f  
production, wh(ereas storing water i n  reservoirs or dams and th,e 
piping, or carrying o f  water from one location t o  another a l l  
constitute production. 

, ., . , : . '  
These examples show olearly$bat many activit ies; or groscesses 

that  may be o f  benef i t  t o  i.nsti.%utional un i t s ,  both as pxaducers 
and consumers, are not processes (o f  production in, an econ&mic 



smse. Ra infa l l  may be vita:L t o  t h e  agricuXtura1 production cE a 
country but  it is not  p a r t  of its GDP. 

1 3 .2 .3  -U~D~:LO~ boumdlary 

The coverage of production i n  t h e  System has  rami:Eications 
t h a t  extend considerably beyond t h e  Production Account i t s e l f ,  The 
boundary of produotion dtstermin'es t h e  t o t a l  va lue  added produced 
and hence t h e  t o t a l  amount of incomes generated by production. The 
boundary of production a l s o  de t emines  t h e  boundary of consumption. 
I n  p a r t i c u l a r ,  t h e  range of goads and services t h a t  a r e  included i n  
household f i n a l  consumptj.on expendi'tures, and ac tua l  con:;umpt ion,  
is governed by t h e  production boi~ndary; f o r  exampl(e, these  
expelnditures include t h e  estimated, o r  imputed, values of 
a g r i c u l t u r a l  products produced by households f o r  t h e i r  own f i n a l  
consumption and a l s o  t h e  values of t h e  hoixsing s e rv i ce s  pracl!uced 
f o r  t h e i r  own consumption by owner occupiers,  But no t  t h e  'values of 
"do-it-yourself" r e p a i r s  and maintenance t o  vehicles,  o r  househoLd 
durables ,  t h e  c leaning of dwellings or t h e  ca r e  and t r a i n i n g  of 
chi ldren .  Only t h e  expenditures on goods u t i l i s e d  f o r  t he se  
purposes - o.g., c leaning mate r ia l s  - a r e  included i n  household 
f i n a l  consumption expenditures.  

Balance Sheets  a r e  compiled f o r  i n s t i t u t i o n a l  u n i t s ,  o r  groups 
of u n i t s ,  and record t h e  values of t h e  a s s e t s  owned by kh~ose u n i t s  
o r  t h e  l i a b i l i t i e s  they have incurred. A s s e t s  as defined i n  t h e  
System a r e  e n t i t i e s  t h a t  must: be owned by some u n i t ,  o r  wits, and 
from which economic bene f i t s  are derived by t h e i r  owner(s) by 
holding o r  using them over a period of t i m e .  F inancia l  a s s e t s  and 
f ixetl assets, such a s  machiinery, equipment and struckuares which 
have Uxmselves been producect a s  outputs  i n  t h e  p a s t ,  ar(e c l e a r l y  
covered by t h i s  de f in i t i on .  However, t h e  ownership c r i t e r i a  is 
important f o r  determining which na tu r a l l y  occurr ing - i .e. , non- 
produced - a s s e t s  a r e  included in t h e  System. Natural ly occurr ing 
a s s e t s  such a s  land, mineral deposi t s ,  f u e l  reserves ,  uncul t iva ted  
f o r e s t s  o r  o the r  vegetat ion and wild animals a r e  included i n  t h e  
Balance Sheets provided t h a t  some i n , s t i t u t i m a l  u n i t ,  o r  uni ts , ,  a r e  
exerc i s ing  e f f e c t i v e  ownership r i g h t s  over them - t h a t  is, are 
ac tua l l y  i n  a pos i t i on  t o  be ab le  t o  bene f i t  from themlm. The u n i t s  
needled no t  be p r i v a t e  and could be government u n i t s  e x e r c ~ s f n g  
ownership r i g h t s  on behalf of e n t i r e  communities. Thus, most 
environmental a s s e t s  a r e  includtetl within t h e  System. A s s e t s  t h a t  
a r e  not  included a r e  those  such a s  t h e  atmosphere o r  t h e  high s ea s  
over which no ownership r i g h t s  can be exercised,  o r  mineral o r  f u e l  
depos i t s  t h a t  have not  been dis6overed o r  t h a t  a r e  unworkable - 
that is, incapable of br inging any bene f i t s  t o  t h e i r  owners, given 
t h e i r  s i t u a t i o n  and t h e  technology ava i l ab l e  a t  t h e  t i m e  t o  which 
t h e  Balance Sheet r e l a t e s .  

Changes i n  t h e  values of na tu r a l l y  occurr ing a s s e t s  owned by 
i n s t i t u t i o n a l  u n i t s  between one Balance Sheet and o the r s  axe 
recorded i n  one o r  o the r  0% t h e  accumulation acoounts of t h e  
System, depending upon t h e  reason f o r  t h e  change. For exanip:le, t h e  
dep le t ion  of a na tu r a l  a s s e t  as a r e s u l t  of its use i n  prociuc:ti.on 
is reicorded t he r e ,  and a l s o  l o s s e s  of f ixed  a s s e t s  due t o  t h e i r  
des t ruc t ion  by na tu r a l  d i s a s t e r s  ( f loods  , earthquakes, e t c : .  ) 
Conversely, when new workable deposif:s o r  reserves of minerals o r  



fuels are discovered, their appearance is7 recorded in one of the 
accumulation accounts and they enter the Balance Sheets in this 
way. 

3.2.5 National boundaries 
. .j  ., . , 

, ,. . . , ,. ~ 

The accounts of the system are compiled for resident 
institutional units grouped into sectors and elllj-sectors. The 
concept of residence is the same as that used in, the Balance of 
Payments Manual of the INF. An institutional unit is said to be 
resident within a given economy when it maintains a centre of 
pzonomic interest in that territory: that is, when it engages, or 
intends to engage, in economic activities or transactions on a 
significant scale either indefinitely or over a lohg period of 
time,- conventionally treated as one year for most purposes.l The 
GDP of a country is therefore eqIial to the sum of the gross values, 
added of all resident in@tutional units engaged in"'production as . . 

defined in the System (pigs import duties and non-deductible VST). 
This is not necessarily exactly the same as the suinof the gross 
values added of all productive activities taking place within the 
geographical boundaries of the national economy. Some of the 
production of a resident institu.tiona1 unit may take place abroad: 
for example, $he installation of some exported machilmery or 
equipment or a consultancy ijroject undertaken by a team oP expert 
advisers working temporari1.y abroad. Conversely, some of the 
production taking place within a country may be attributable to 
foreign institutional units. However, if a resident institutiorial 
unit continues to engage in production in another country over a 
long' period oftime, it will usually be deemed to have acquired a 
centre of economic interest in that country. Theunit engagedin 
prC@uct&on abroad will therefore be. deemed to be a quasi- 
corporation residentin #e count,.ry in which it operates;, even if . ". . 

it does not have separate legal status inpractice. . . 

Before entering into the details of the accounts, it is useful 
to survey the structure of the central framework. This can be done 
by looking at chart 11.1. The central framework thus consists of 
the following: 

(1) the Integrated Economic Accounts in which are presented 
the full se$ of accounts of institutional sectors and the 
rest of the world, together with the accounts for 
transactions (and other accumulation entries) and the 
accoqnts fok assets and liabilities; it is worth noting 
at this praiminary stage that the relations between 
sectors (Hfrom whom to whom?") are not directly depicted 
in this table; 

(2) the supply and use table in which are integrated the 
accounts of industries, according to kind of economic 
activity, and the acc~unts of transactions in goods and 
services, according to type of product; 

(3) the three-dimensional analysis of financial transactions 
and stocks of financial assets and liabilities in which 
the relations between sectors ("from whom to whom?") are 
directly depicted; 



( 4 )  the functional analysis in which certain transactions of 
institutional sectors are presented according to the 
purposes they serve; 

(5 )  the population and employment tables. 

These various blocks, which altogether constitute the central 
framework are inter-linked in various ways. They are fully 
consistent because they use the same set of concepts, definitions, 
classifications and accounting rules. 

(a) The intecrrated economic accounts: a areliminarv view 

The integrated Economic Accounts are at the centre of the 
accounting framework. They provide an overall view of a given 
economy. It is useful to take a first glance at them through the 
simplified presentation in chart 11.2. They will be described more 
completely after the various accounts have been introduced in 
detail. 

Chart 11.2 shows that, in columns, the integrated Economic 
Accounts include the accounts of institutional sectors (on both 
sides, there is, of course, a column for each sector, which is not 
shown separately here). These accounts are structured in three 
sub-sets, for current accounts, accumulation accounts and balance 
sheets. The current accounts record production and the 
distribution and redistribution of income; they show how disposable 
income is used for final consumption; they end with saving. The 
accumulation accounts record all changes in assets and liabilities, 
and consequently all changes in occur in a given period. Balance 
sheets record the stocks of assets and liabilities, and the 
difference between them, which exist at the opening and the closing 
of the accounting period. There is also a column for the rest of 
the world. 

The central column includes the transactions, balancing items 
and assets and liabilities ordered according to the structure of 
the accounts referred to above. Thus, in a row for a given 
transaction, such as interest, the chart shows the payables and the 
receivables by the various institutional sectors and the rest of 
the world. Each account for a given transaction is in principle 
balanced: the sum of interest payable is equal to the sum of 
interest receivable. A transactions account is a dummy account. 
It does not show how much interest is payable/receivable by an 
institutional sector to/from each of the institutional sectors or 
the rest of the world, but only how much interest is payable and 
receivable by each sector. Transactions in goods and services are 
a special case, because there is a unique balance for all 
transactions in goods and services and not for each of them. For 
this reason, a special column corresponds to the Goods and Services 
Account. As explained later on, each transaction in goods and 
services (production, final consumption, etc.) appearing in the 
accounts of the institutional sectors is reflected in this column. 

(b) The aaareaates 

The aggregates of the System - for example, value added, 
income, consumption and saving - are composite values which measure 



the result of the activity of the entire economy considered from a 
particular point of view. They are summary indicators and key 
magnitudes for purposes of macro-economic analysis and comparisons 
over time and space. The SNA aims to provide a simplified but 
complete and detailed picture of complex economies, so the 
calculation of the aggregates is neither the sole nor the main 
purpose of national accounting. Nevertheless, summary figures are 
very important. 

Some aggregates may be obtained directly as totals of 
particular transactions in the System: examples are final 
consumption, gross fixed capital formation and social 
contributions. Others may result from summing up balancing items 
forthe institutional sectors; examples are value added, balance of 
primary incomes, disposable income and saving. They may need some 
further elaboration. Some of them are so commonly used that they 
deserve additional explanation at this early stage. 

Gross domestic Droduct (GDP) at market ~rices represents the 
final result of the production activity of resident producer units. 

Basically, GDP is a concept of value added. It is the sum of 
gross value added of all resident producer units (institutional 
sectors or, alternatively, industries) plus that part (possibly the 
total) of taxes, less subsidies, on products which is not included 
in the valuation of outputw. Gross value added is the 
difference between output and intermediate consumption. 

Secondly, GDP is also equal to the sum of the final uses of 
goods and services (all uses except intermediate consumption) 
measured.in purchasers' prices, less the value of imports of goods 
and services. 

Thirdly, GDP is also equal to the sum of primary incomes 
distributed by resident producer units. 

Net domestic D ~ O ~ U C ~  at market prices (NDP) is obtained by 
deducting the consumption of fixed capital from GDP. 

The concept of value added should conceptually exclude the 
counterpart of consumption of fixed capital. The latter, in 
effect, is not newly created value, but a reduction in the value of 
previously created fixed assets when they are used up in the 
production process. Thus, theoretically, value added is a net 
concept. 

This conclusion applies to domestic product as well. 
Theoretically, domestic product should be a net concept. However, 
GDP is commonly used for various reasons. The depreciation of 

If basic prices are used for valuing output, GDP is equal to 
the sum of gross value added of all resident producer units 
all taxes on products (less subsidies on products). If produeere@ 
prices are used for valuing output, GDP is equal to the sum of 
gross value added of" all resident producer units plus taxes on 
imports, less import subsidies - in absence of a value added tax 
system - or plus taxes on imports (lass import subsidies) and value 
added type taxes - when such a taxation system does exist. 



fixed assets as calculated in business accounting does not 
generally meet the requirements of SNA concepts. The calculation of 
consumption of fixed capital requires that statisticians estimate 
the present value of the stock of fixed assets, the lifetime of 
various types of assets, patterns of depreciation, etc. Not all 
countries make such calculations, and when they do there may be 
differences in methodology (with some of them using business data 
even when inadequate). Consequently, gross figures are more often 
available, or available earlier, and they are generally considered 
more comparable between countries. So GDP is broadly used even if 
it is, on a conceptual basis, less relevant than net domestic 
product. However, net domestic product should also be calculated, 
with improved estimates of consumption of fixed capital when 
necessary, in order to provide a significant tool for various types 
of analysis. 

Neither gross nor net domestic product is a measure of 
welfare. Domestic product is an indicator of overall production 
activity. As such, its interpretation relies heavily on the 
concept of production that is used in the System and the way the 
borderline between intermediate consumption and final uses is 
drawn. For example, non-remunerated housekeeping services are not 
included within the production boundary and so are not reflected in 
domestic product, and in-house training activities by enterprises 
are considered intermediate consumption, resulting in lower 
domestic product than would be the case if they were treated as 
final uses. 

On the other hand, the significance of market prices 
determines the meaning of the values which are measured when 
compiling GDP. Firstly, no different value judgements are attached 
to certain goods or services in comparison with others; a given 
amount of tobacco consumption is equivalent to the same amount of 
milk consumption; the same is true for education and defence, etc. 
Secondly, externalities, like the nuisances in urban buildings 
caused by noise, are not taken into account. 

In addition, it should be noted that domestic product is not 
a concept of sustainable income to the extent that economic growth 
may depend on natural resources and changes in human capital and 
that exceptional events, like wars or floods, are treated as 
directly affecting assets and net worth without influencing the 
measures of product and income. 

Primary incomes generated in the production activity of 
resident producer units are distributed mostly to other resident 
institutional units; however, part of them may go to non-resident 
units. Symmetrically, some primary incomes generated in the rest 
of the world may go to resident units. This leads to the 
definition and measurement of sross national income (GNI) at market 
prices. GNI is equal to GDP less primary incomes payable to non- 
resident units plus primary incomes receivable from non-resident 
units. In other words, GNI is equal to GDP less taxes (less 
subsidies) on production and imports, compensation of employees and 
property income payable to the rest of the world plus the 
corresponding items receivable from the rest of the world. Thus 
GNI at market prices is the sum of gross primary incomes 
distributed to resident institutional units/sectors. It is worth 
noting that GNI at market prices was called gross national product 



i n  t h e  a953 SNA, and it is commonly denominated GNP. I n  con t r a s t  
t o  GDP, G N I  is not  a concept of value added, but  a concept of 
income (primary income). 

By deducting t h e  consumption of f ixed c a p i t a l  from G N I ,  n e t  
na t ional  income (NNI) a t  market p r i c e s  is obtained. The remarks 
above about t h e  conceptual relevance of t h e  n e t  concept i n  case  of " produ~rt apply even more s t rongly  t o  na t i ana l  income. The remarks 
about welfare o r  s u s t a i n a b i l i t y  a l s o  apply, 

Primary incomes receivable  by res iden t  i n s t i t u t i o n a l  u n i t s  may 
be u s e d  i n  p a r t  t o  make t~:ans:Eer.s t o  non-resident . u n i t s ;  
recip:arocally, resident. u n i t s  may receive  t r a n s f e r s  ,o r ig ina t ing  but 
of primary incomes in t h e  rest of t h e  wu~rld. i. G:rbss na t inna l  
disposable income (GNDI)  is equal t o  G N I  a t .  market p r i c e s  less 
cu r r en t  t r a n s f e r s  (o the r  than taxes, less subd&'es,: an production 
and iimpuports) payable t o  non-resident. smi ts ,  p lu s  t.he corresponding 
t r a n s f e r s  receivable by res iden t  u n i t s  from t h e  rest of t h e  wny1.d. 
G N D I  measures t h e  income isvaiilable t o  t h e  nat ion  f ~ o r  f i n a l  
eonswnption and g ross  saving. , ;N&.onal u p s a b l e  income is ' t h e  
sum of disposable income of a l l  r e s iden t  inst : i tut isnal  
uni ts / sec tors .  ***/ 

By deducting t h e  consumption of f ixed &ti?cznpital from c,NDI,. a& 
nations_?. disposable in- (IJNDI) is obtained. - 

,411 t h e  aggregates re fe r red  lco above a r c  ca lcu la ted  i n  cur ren t  
valuers. The inf luence of changes; i n  p r i c e s  may a l s o  be eliminated. 
Domestic product is calcula ted  k c o n s t a n k  wrices i n  order  t o  
measure t h e  change i n  volurne which  occur,^ from one perioc'i t o  
another one. This maiy be done because output ,  intermediate  
consw~~pt ion and t axes ,  less sulmidies,  on products can a l l  t h e  
ca1cu:lated a t  constant: pr ices .  On t h e  o the r  hand, aggirb!gates of 
income may not  be expres,s~ed i n  volume ( a t  cons tant  p r i ce s )  hecause 
income flows miny not ,  strict:Ly speaking, be broken down between a 
quan t i ty  and a p r i c e  ctrmponent. They may be ca lcu la ted  a t  constant  
purchasing power, o r  !LII r e a l  terms. When moving Prom domestic 
product a t  constant  p r i c e s  t o  na t ional  income i n  r e a l  terms, t h e  
e f f e c t  of chanqes i n  the terms of t r ade  between t h e  totalL economy 
and t h e  rest of t h e  world is taken i n t o  account [see (chapter  X V I ,  
P r i c e  and Volume Measures)]. 

The ana ly s i s  of net worth is an i n t e g r a l  p a r t  of the  system. 
chancres i n  r e a l  na t ional  n e t  worth i s  t h e  sum of changes i n  ne t  
z r t h  of a l l  r e s iden t  i n s t i t u t i o n a l  s e c t o r s  less t h e  neu t r a l  
holding gains / losses  ( t h a t  is, i n  proport ion t o  general  p r i c e  
levell) .  They a r e  equal t o  t h a  sum of saving isnd c a p i t a l  t r a n s f e r s ,  
o the r  changes i n  volume of assetsi and r e a l  holding ga ins  o r  1osses.  

Capi ta l  formation and f i n a l  consumption grouped together  
c o n s t i t u t e  g&ional exnendit.u=- - a ros s  if gross  f ixed c a p i t a l  

For the ecoaowy as a whole there i s  no &ifdEere~~ca 
bletweeaa disposable inauwe and agljusked disposable inaome, beeruse 
eurrenk t ransfers  i n  hind t o  or fxmn the r e s t  of the wer%d are 
trestwd exaatlg i n  the same Bray as transfer51 i n  eash. 

I 



formation is included, Q& if only at fixed capital formatioxr is 
conside~red . 

.R~vlvins the central framework in a flgxible wax 

'The central framework is cohferent in terms of its concepts and 
its accounting structure, Links between the various elements of 
the integrated System have been emphasized in order to depict. its 
structure in a simple hut complete way. That presentation does not 
imply any order of priority or frequency (quarterly, annua~lly, 
etc.) for implementing national accounts. Priorities in compiling 
national accounts are a mattm of statistical policy; no universal 
reco~mmendation can be made. (However, some I! ndications relevant to 
specific circumstances are provided in the relevant Haindbooks.) 
Similarly, the accounting structure does riot imply that results 
always have to be presented exactly as they stand in this or other 
chapters. A country may cho'rsse to publish mainly time sieries, to 
prepare only some accounts or aggregates, etc. However, attention 
needs to be drawn to the follow.ing point. Because users may find 
it difficult to fully understand the conceptual and practical Sinks 
between the various parts of the System, it l.s advisable to use the 
kind of presentation made in table 11.6, Integrated Economic 
Accounts, with the appropriate adaptations to a country's. 

In general, the System has to be looked at in a consistent but 
flexible way. According t:o (analytical requirements and data 
availability, emphasis put an various aspects within the central 
framework may vary. In general, emphasis may be varied by using 
the S ystem8 s c:lassif ioations of institutional sectors, industries, 
products, transactions (including the compleimentary 
classification) , sequpnce of accounts, etc. at various levels of 
detail (including add]-tional ones) ; by using different methods of 
valuation; by using different priorities for various parts of the 
accounts and different: frequenci.es; by rearranging the resultrs; by 
introducing some additional elements, etc. 

The household sector pruvickes a good illustration of what may 
be done in order to provide an in-depth analysis of the household 
conditions and the functioning of the economy as a whole. The 
necessary detailed approach tu the household slector may be 
undertaken, firstly, by decontsolidating the Iaousehold sect.or beyond 
the sub-sectors included in the main classification (of the System, 
clistinguishing , for instance ,, the type of economic activity ca I-ried 
out (foxmal/informal) , the location of the household (urban/rural) 
or the level. of skill. Secondly, it is possible to adapt the way 
household activities are portrayed .In the sequence of accounts. 
For instance, a concept of discretionary income may be used, which 
relates to that part of disposable income which is provided in cash 
and on the use of which households may take decisions, or the 
classification of household transacti.ons may be complemented, for 
example, to isolate in-kind components or to show the industry of 
origin of various typtes of income. 

The flexibility of the System .is further illustrated with the 
public sector, whose components are systematically shown at va~cious 
levels of detail in the  claasificat.ion of institutional secl~ors. 
The components of the public sector may be re-arranged to group the 



accounts of the overall public sector. These accounts may be shown 
before consolidation and after ~onsolidation to describe the 
relations between the public sector and the private sector and 
between the public sector and the rest of the world(by separating 
out the external transactions of the public sactor). 

XD troducina social accountina matrices 

A ~ocial accounting matrix (SAM) is a presentation of the SNA 
in matrix terms that incorporates what$ver degree of detail is of 
special interest. To date, builders of SAMs have exploited the 
available flexibility to highlight special interests and concerns 
more than compilers of regular national accounts, displaying the 
interconnections, disagregating m e  h~qsehold sector, showing the 
link between income generation and consumption, etc. The power of 
a SAM, as well as of the SNA, comes from cQoosing the appropriate 
type of disagregation to study the topic of hterest. In addition 
to a flexible application and the inclusion of Various complements, 
SAMs may incorporate more extensive adjustmants, which are of a 
satellite accounting nature, in order to serve specific analytical 
purposes. 

: , 

Xntroducina satellite accounts . ; . . 

In some cases, working with the centrat& framework, even in a 
flexible way, is : not sufficient. dve$ when conceptually 
consistent, the central framework coui$:be overburdened with 
details. Moreover, some requirements may conffict with the central 

i conceptual framework and its architecture. 

In certain types of analysis, the basic intention is not to 
use alternative economic concepts, but simply t~ focus on a certain 
field or aspect of economic and social life 'ih the context of 
national accounts. The intent is to make apparent and to describe 
in more depth aspects that are hidden in the accounts of the 
central framework or surface only in a limited qu@er of points. 
Tourism is a good example. Various aspects of*,'producing and 
consuming activities connected with tourism may apbear in detailed 
classifications of activities, products and purposes. However, 
specific tourism transactions and purposes appear separately only 
in a few cases, In order to describe and measure tourism in a 
national accounts framework, it is necessary to make a choice 
between two approaches: Either subdivide many elements in the 
accounts of the central framework to get the required figures for 
tourism and pay the price of overburdening and imbalancing the 
various components of the accounts, or elaborate a specific 
framework for tourism. The latter approach, the only feasible one 
actually, also allows adaptation ofthe various classifications and 
measurement of additional aggregates, such as national expenditure 
on tourism, which may cover intermediate as well as final 
consumption. 

In other types of analysis, more emphasis is giden' to 
alternative concepts. For instance, the production boundary may be 
changed, generally by enlarging it. For example, the production of 
domestic services by members of the household for their own final 
consumption may be brought within the production boundary. The 
concept of fixed assets and the related fixed capital formation may 
be broadened, by covering, for example, research and development 



expenditures, consumer durables or human capital. It is also 
possible in environmental accour.ting to record the relations 
between natural assets and economic activities differently, by 
recording the depletion of subsoil on other natural resources and 
the degrtion of natural assets. In these approaches, the economic 
process itself is depicted differently, and complementary or 
alternative aggregates are calculated. 

The analysis of a number of important fields such as social 
protection, health or the environment may benefit from building a 
framework to accommodate elements which are incluged in the central 
accounts, explicitly or implicitly, plus complementary elements 
(either monetary or in physical quantities) and possibly 
alternative concepts and presentations. In all cases, however, the 
links with the central framework are made explicit, there are a 
number of common elements and any contradictory features are 
introduced, not by change, but after explicitly considering various 
ways of looking at reality. 

Those special constructs, which are semi-integrated with the 
central framework, are called satellite accounts. 

Most African national statistical offices currently suffer 
from a number of weaknesses which may hamper, to a large extent, 
the smooth implementation of the 1993 in the region. These 
weaknesses include mainly: 

(i) the lack of the necessary infrastructure (e.g., 
insufficient number of qualified and experienced 
professional statisticians; lack of computer and related 
equipment for data processing: lack of field organization 
for carrying out regular data collection programmes, such 
as censuses and surveys, to generate basic data for 
benchmark years and current annual data series in 
economic statistics: 

(ii) largely as a result of (i) above, lack of viable basic 
and current economic data series on production, 
generation and redistribution of incomes, composition of 
household consumption expenditure, etc., on which the 
national accounts compilation is based 

(iii) lack of resources (both financial and personnel) 
from the government budget to carry out much needed 
establishment and household surveys, often the 
conduct of such surveys depends on the availability 
of external financing from multilateral and 
bilateral donors; 

(iv) lack of qualified and experienced national professional 
staff in the field of national accounts; even where such 
national expertise does exist, the relatively large staff 
turnover in many African statistical offices, on account 
mainly of the unsatisfactory prevailing pay scale and 
working conditions and poor career development prospecks 
compared with those prevailing elsewhere (e.g., the 



private sector, parastatal bodies, etc. ) , the chances of 
losing such national expertise are great. 

In view of the constrains mentioned above, several workshops 
and intergovernmental seminars on the revision of the SNA or 
development of economic statistics, held in the African region 
during the period 1986-1990 made the following suggestions for the 
implementation of the 1993 SNA: 

(i) At the alobal level : the United Nations Statistical 
Division (UNSTAT). working in collaboration with the 
Inter-Secretariat Working Group on National Accounts 
(ISWGNA), should continue to: - prepare handbooks and manuals on various topics of the 
revised SNA to provide adequate practical guidelines for 
developing countries on the SNA's implementation; 

- assist in organizing regional training workshops and 
seminars for national accountants in close collaboration 
with the Regional Economic Commissions; 

- prepare country case studies on the compilation of SNA 
accounts and tables. 

(ii) At the reaional level: the Regional Economic Commissions 
in close collaboration with UNS'GAT, should: 

- Organize training workshops or inter-governmental 
seminars on the implementation of the revised SNA; 

- define regional priorities for the compilation of the 
accounts and tables of the revised SNA: 

- promote the development of basic and current data in the 
countries of the region, especially those relating to the 
Informal Sector, Household consumption expenditure, 
financial flows and external transactions, capital stock 
and capital consumption; 

- Help in training more national accountants. 

(iii) At the countrv level: the bulk of the work on the 
implementation of the revised SNA should fall on the national 
statistical offices and involve the following: 

- organization of in-service training courses in National 
Accounts: 

- establishment of national priorities for the compilation 
of the accounts and tables of the revised SNA; 

- establishment of statistical work programmes aimed at 
filling in the major data gaps in basic economic and 
social statistics needed for the compilation of national 
accounts and for improving the data quality; 

- establishment of a user/producer committee on national 
accounts comprising statisticians, planners, policy 
makers, economic analysts, academicians, etc.. 



ANNEX 
Chart 11 .l. A survey of the Central Franeuork 

Sul~Lv and use table Intenrated Econunlc Accounts 

Accounts of inlustribs lnstitutiarat sectors and rest of . by kind of uonmic the uorld 
activity 

Accounts of transactims in g w Q  

X 
Accounts FwtiaraI analwis 

x 
Transactions and other Institutiaral sectors 

flws X 

Assetsfliabilities Purposes 

X 

Transactions 

Financial transactions Stocks of financial assets and 
Liabilities 

Institutional sectors lnsritutional sectors 

X X 

institutional sectors Institutional sectore 

X X 

Tr~~ssctions in types of Types of f inancial assets and 
financial assets and liabilities liabilities 

Note: X indicates %ross-classified by". 
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Chart 11.2 Integrated E c m i e  Mcounts 

( ~ i n p l i f  ied Presentation) 
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