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" HE MAJOR TRANSACTIONS OF THE PUBLIC :SECTOR: .« & f.ro 0 oo

.. T. INTRODUCTION SO

U

l. - The transactions of the publlc sector deta1led in the standard
acoqunta and tables of SNA arc described in this chapter. In treating
the;p fiova it is’ convenient to deal separately with the: +ransactions. L
undertaken by (i) producers of ‘goveriment services, {(ii): pubkie: industriqs,w‘:
(1i1) general government and (iv) corporate’ ahd ‘quasi-corporate . blic ;
enterprises._ Accordlng}y‘tranaactions pertaining to: the produotiony. :. ..1:

congumption expenditure and ‘odpifal formation sccounts ‘are’ treated undqnnh},’-

(1) ‘and (1%)," while thoseﬁkelating t0 - the ‘indoie- and outlay—and eapixaLuﬂiu
finance'accounts aﬁpear dnﬂer (i41) and (iv) S g =z

H oot B SRS NI

1T souacms-for DATA .-

sy J-" .
2. At the federal level, the ba§1e soufce- materials for eatmmating gnd
olassliyiﬁg ‘the transaction flows of ‘the producers of governaent : sqnvioes
and ‘génerdl government are of course mainly. ‘the. budgetary statistiocs ..
compiled by the Finance Ministry or Treasury. The figures recorded in
official ‘budget dodumelits-and ‘related analydes:df fiscal: records will -
almost 1nvarfdb1y requ1re'revision and adjustment if -they-are to qonform ,
to the definlthns, categdries and ‘6lassifisations of SNA,- :Adjustment-,
will also frequently need o ‘be undertsken af-a-tesult of'&isorepaneiqs

in respect of the coverage of goverﬂﬂaﬂt’had:es, timing (especially ii
the fiscal” year diffeérs from the calefidar ‘year); ‘the degree of . -
conaolldatlon, etc.;‘ Bacause of ‘the”timd" Idg'bafore firm 1 figures. beaome
available, specidl’ qudrteriy; wonthly or weekly reports-covering- impqrtuatﬁ .
receipts and outlays usua.lly aerve a8 the 'ba.s:ls for preparing preliminary
estlma.tas. ‘ : _ Trar : o

" ‘ B . e O + e
3. T In countrles where ‘the number of state and locsHl gnvernments is gy
larg?, 1nformat16n ‘at thisclevel is often obtaineéd, at.least=in part: on;hﬁ
a sqmple bas;s., Typicall&, ‘ddta dre collécted from all: statés, . provinosg‘,
and” ai@ilar major areas; -but’ ‘ohly'on"d sample basis- for the lower levels::
of gpvefﬁﬁéht.\ The Teporting of réceipts and expenditures:io- the : oontral
gqvernment nay’ ‘be. required by 14w 8T may De -done on’ a-voluniary basisin .
respoiise to- enquzrlee by thé G%ni&al Statistical Offlce, Finanoe Miniatxx~f
or some’ other agency.u;' o N ﬁ/uf woddn hn

o S R A Y A FRER . . T et D - .
4. In the United States, ‘for' e&hmple; est1ma$es 6f the: tranaact”* 8;
the Iederal government are’ dérived: chiefly from the records of the . iux
central accounts of the Trémsiudy’as published.in fisoal: yeariand., monmhly‘“
stataments, Stpplementéd by ‘gpedial Internal Revenue- Service tabulations. ;
dealing with income taxes and social security ocontributions. - The figg;es»«
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of fiscal years, which are the most detailed, are spread over four '
quarters (the fiscal year ends Jube X): and converted to calendar

years for national acoounts purposes. Numerous other adjustments are T
also made to the Treasury and IRS data for coverage of government units _
and trust funds, intra-governmental transactions, timing (e.g. certain ’ .
taxes are. changed from a cash to an accrual ba.si) , capital transaotioms, -

and 80 Ofe... . .. LA

5. .., Au Tegaris, state atd Jodal governments, s Couplebd cersus dovering -’

over 90,000 such tnits is ‘Benerally condictéd svery Tive years. : Data:pi -

expenditures are also. collected anruslly by the Buresu of the Censup.. . .
from eagh state, and from looal governments by means"of a stratified ' .ol
sample of 10,000 urits. . Among the adjustments that haye to ‘be hade to .
these Teturns are the conversion of. the figures to a ddlendar year basis,.
the exclusion of land purchases and the shifting of cbnstridtion cutlaye:. ..
from a payments to put-in-place basis. The major source of receipis data
is a quarterly revenue summary published by the Bureau of the Census and
based meinly on mail sample surveys covering state-administered taxes and .
‘locally collected property and other taxes. Some of these data are o
adjusted. to an accryal basis before, they, are uged in the national
acooumts. In addition o onrods, J

8 ' ‘the, sources, mentioned, use is also made of

specialiged Teports issued by ather feders) sgencies, in particular the - -
Department.-of .Labor.and the Depsrtment of Health, Education and Welfare. -

6. . With the dats svailable, the Unjted Statés id unable to separate -

nevy yerds, arsenala-and qther snoillsry units from the producers of '~ -f..
government. services, 0_1;-,.tq}:iail‘..'lqdla‘l‘fe""f_,gbv;é;;;ﬁm;e'n{_‘é‘g;‘*vi%qe‘h‘_by_.?:k:i.’ndf‘ﬁf A
aotivity. However, it ia expected that thé practice of combining the : -
capitsl formation of govermment enterprises with the govérmment's Ve

purchases of.goods and servioces dan be altered to ‘separate out the 7 -
capital expenditures of the enterprisess and that in future, govermment ' .-

enterprises. ocan be claseified by kind of egoromic aotivity. =

T. In the United Kingdom and a .great many other countries the basioc .- -
approach is very similar.: Thus, in_the United Kingdom the Exchequer .
accounts furnish the framework for ‘central gévermient irensactions.- The -
published statements, which. are anpual or “weekly, _caver all the cash
flowe through United Kingdom Government accounts with the Bank of England
and the Bank of Ireland, .This information is supplémented "in drawing up

the national accounts with dats on revenues and expenditures dppearing

in numerous other sources, for example the .reports of the inland revenue

commissioners, the customs and excise comuigsioners, the 'supply services"
and other bodies and funds. Almost all the information is'om a cash ™" '
basis, .with the-aonual repqris showing figure 8. for years.ending March 31.
For local-authorities the main.sources are the published statutory annual

returns. Owing.to.the very broad ‘glassificatiohs émployed here, ‘ude is .

also made ‘of .the. various speaial-purposde énquiries undertaken by -

ministries of the. central gowermment, includ_;i_.ﬁé 8 g@ai;ferly_;s‘dmply'é@rv;eg-
of wages and salaries. - ' CoTTE R s R
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By /7 In contrast to thls approach which depende on the meticulous ana1y81s

- and’ reconclllng of estimates appearing regularly in various offlcial reporta,
in- Norway the Ministry of Finance now supplles data for ‘national accounts.
' ‘purposes o1 putich cards. Each card shows & flow category for an administra-

tive sub-division linked to purpose but detallad enough to be fitted. into an,

‘activity classification. The cards are then proceased to obtain the requirecd

national accounts flows. The codes presently used are not in agreement with

" “the new SNA, but the: system is con51dered flexible enough to permit data to
Be compiled according to alterngtive deflnltlors and 013331flcat10ns simply

by ehatiging the codes. The 1ntent1on ig” to follow SNA recommendations in the

- 'future s that most of  the data called for in the standard accounts and -
- tabled ocafl ‘bé directly derived §n’{his vay. 41l the figures are .on a cash .
~'Baeid in accordunoe with thé redord-keeping of the central government, but

riported receipts of direct taxes are adjusted to a due—to~be—paid ‘hasis.”
For local government (munlcipalltles), the regulred data are obtained by

‘ mﬁans of a queetionnaire._;.

~v9. " The approach i Sweden i somewhat the same. There the Govexnment
’ :Abeoun%s and Audltﬁﬁfficé tabulates the data for thé varloua departments, ete.

of the ‘central goverhmert according to type of transaction and also carries
ou#® & olaséifzcatlbn by burpose, in ‘both 1nstancés follow1ng thie requirementa

 of'thel national’ dbcotitits system. Approxinately 1,000 budget items are

afetinguished in thi‘s work. Loecal gavernmen% data sre collected by the
cehtirgl” Bureau of'Statistlcs +through a’ qpestionnalre which distinguishes some

+:30" tpansaction categéries and 80" ‘administrative divisions. Although the data
@ poqueﬁté& generally cohform to the aecountiﬁh systems of looal governments,

an- effort is mad& 1o obtain the breakdéwns needed for ihe national acoounte.

~ 17104 In: most couniries theé pr1nc1pal ‘gource- of data on publlc entegprzses
'igt the annual or quarterly’ statéments ‘issued by these bodies. Transaations

with the-central goverament, ‘such' as loans, subsldiea and capital grants,

L may be obtained d;rectly"from the’ gorernment aceounts, In some countries,
~inéluding Malaysxa, the Netherlands, Norway and thé ﬁnited Kingdom, such

énterp¥ises are ‘eovered as well“in “the regular 1ndustr131 census Or gurvey.
programmes, thereby facif:tating the tabulation of data relating to N
productien, oapltal formatlon, etc. ‘on an’ estdblishment basis. It 'is also
ndét uncommon Ffor suioh sta'ln.a'tzcs to be’ collected by special questionnaire.
This is done in Norway, for 1nstanoe, where proflt-and-losa and balance

- gheéet information is obtained from- the non-financial enterpr1ses of the

central government by questionnaire and questionnaire. enquiries are "also
used to collect data from municipally-owned enterprises. This appro&ch
has the potential advantage of speceding up the collection process; in
Ghana, where the accounts of the publie non—flnanclal enterprises generally

- become’ available with & time lag of over three years, information on gross

output, intermediate oonsumptlon and value added is obtalned from theae
enterprisas directly. B

11, Needless to say, the sharp dlstinotlons drawn in the new SNA between

1ndustr1a1 and institutional grouplngs "of transactor unlts, kind of economic




Ve ek

1'!‘

'1 activ1ty and purpose, quasi-corporate and small. unlncorporated-government:~”~?

enterprlses, private and publlc non—profit 1nst1tutions, currend. and
oqpltal trangfers, . stc.ﬁ will 1n a. grestjmany 1nst§nces not-be. rsflectod
in existing sources of data on. the operation of .the public sector,: Fbr

"{ some time to. come statistical authorities will need to: oo—operste.ﬂi$h *qf’i”;
Tzeasury and other offlclals concergggpwlth fiscal rscords in evolving a '5.5'

~ date framework suitable for ihe. furtﬁar elaboration of the natlonal

- acoounta along the lines of SNA as well® as. for sound budggt adminlst:ation.~;fT

Since requests for tax and gpending, changes are now more than: ever . likely

”:{ to be considered .in the ligut. of their .effects on. the. entire e00nomy,:.* ~*:;w1£v ;
.. it is 1mportant that the transasiions of the public sector be incorporstsd].pf%‘;
“in the national accounts in a manner which enables the. impaot of budgptary{;‘_;'

dsclsiops to be underltood. To ‘this extent the aims of hoth groups ars‘ -ﬂ“”
the same.,- : . e Y a0

3 12. “In most cases mutual accommodatlon simply cslls for flnsr éetam;:

the transaction categories recognized in SNA need to .be identified in. the 2
publio accounts and the requisite data compiled for approprlate transantar’

v units. - For axample, ‘the classification of value added by kind of. eopnomicf{fgf”:
activity calls for data. from reporting units which are reasonably o T

homogeneous as regards toe klnd of astlvity undertaken.. . Whers, say, ﬁzfuigw
. wages paid by local governmqpxs are typlcally available only for each:
municipallty or othe¥y gbvqrnmental enxlty ‘ae .a whole — rather thsn by
depsrtments,bureaux'P: oth@; adminlq;rative dlvislons ~ the. objsct of
achieving.an industrial olassiflcation wiil be frusxrated ‘1In practlcs PO
. the" designatlon of. appropriaie nspprting unlts will no. dpubt represent a’
comﬁrbmise betwsen,the theoretioal 1desl snd the readlly attamnable.;y Y

13 To pome. extent ‘the 1nformat10n requirements of SNA exceed . the spope?;:?'

“of Whpt can be provided by government .accounting records. An‘outgtanding;:~'"wi

example is the need for measures.of- capital. opqsumption. Since’ the .
concept of depreoistion is, no+t.. .normally, recognlssd,in government . accounting
[outséide the public enterprlses, provisions for ‘the consumption ef . fixed - .
oapltal ha.ve, -unfortunately, 't6-be imputed with benefit, of an off101al A
reeofa s’ oontrasted with the former’ SNA, in!the present system .such

“yrov1slons are-not 1imited. 10, ‘government bu;ldlngs but caver, machinery b

and ‘equipnent of all kinds as well (though not roads, bridges and the
Iike). Thig ‘extention in .coverage, desirable in principle, brings. SNA
'reoommenﬂstions in’ this area into line with present ;practices in several

2"}jcountrles which maké serious atteqpts ‘to- emtimate the capital oonsumytlon
©in government, s.g~ Malaysia, the Hethquands, Nbrway and the,ﬂnlted

o _”-Kingﬂon.-'

o

,14' . Imputed flows are, however, kept to a mlnlmum 1n ths publlo sector B
in the. new system. @hus, the imputation of rsnt,pn.governmemtvoccupled
office bu:ldlngs as called for in the old system is no longer requlred.
. ;
15, lecn the dlfferences Jbetween the new and old systens and. the limited
‘expsrlsnce to ‘date w1th the 1atter, 1t would. be premature to attempt a

,
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thorough-going review of ths methods followzsd by individual countries

in preparing ‘estinates” :conforping to the latest recommendations,. . ... ' .
Nevertheleas, in the deséription of tlLe. public sector flows. which. £0110ws, L
attentién ie given: to ‘éstimating problems, practices and anticipated - Co

f*ﬂifficulties swhere this appears useful and information is available,.: In
hthis sonneotion use -has beer madc of the replies to'a special- Statistioal
Office quesulonnaire, as WLul ‘a8 to p“bllshed mmterlals and semlnar T

:_‘v' et

documentation.

III. TRANSACTIONS OF 2B ¥HODUCERS OF COVERNMENT SERVICES

A. Value added, intermedizte consumption and gross ocutput

e -y il Lo ! - . H P . e -
[ L L . ¢ - : . - - i) .
R N va L

16, Standard ‘Table 1 of SNA calls for +he 00mp113t1on of (1) vélue

‘added according to cost composition, (11) intermediate consumption’ ‘and

{111) gross output, all classified by kind of cconomic activity. The -

flows involved &hd their 1ﬂter~relatlonsnlps can be set out as follows:

1. Compensatlon op employees o
2. Consumptlon of fixed capltal

3. Indirect taxes

VValue added g"

4. Intermediauc consumptlon ;

Gross input (Cquuls gross output)

lr}.,

gince the gross ou%put of government ssrvices iz w1th only minor axceptlops
not for sale, the value of' guch production must.be determined from the: coPt
gide, i.e. from expenditures on the comvonwmts of value added and
intermediate .consumption.. . . .

;13 - In-measuring the . £1ovs -hvaveﬂ, the dax*nltion of producers of

government seryices has to.be kept in’ mind, “Not. only are public ”1
enterprisesrexcludsd, but -ancillery.. undertaklngs painly supplying

‘government itgelf apd the: own-aocount constructlon activity of" govarnment
_:dapgrtments are.to be classed among ;ndustrles vhenever d%linaation of a
-aeparate establlshment is fekslble. The extent t0 whioh ‘theae e&clusiona

can be realize& in pra¢tice will raturully d%pend on, the 1nformation
awaalableu. Probably,the most important depaiture. ‘can be. expected to be
found in the treatment of printing p;ant 'workshop$ and other anclllary
bodies. _
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18, - 4As regards the cla851f1cat10n of transactione according to kind
of economic activity, the rahge over which government services ‘will bq
. distributed is nar¥ower than the full standard cla381f10ation scheme. A
These services will not generally fall in-sich divisions of . the ' ‘ “
classification as manufagturing, mihing aonstructlon, and wholesale and
“oretail trade; provislon is made. elséwhere in the scheme. for recordlng
the. promotion and regulation of these activities (under ma jor. group 913,
General administration, economic policies and services).

1. Compensation of employees o i - ‘

19. Employee compensatlon is to be classifiad into’ the following
elements in line with the requirements of Table 18 (concerned with the
diatributlon of national 1ncome): o N : L

Civilian labor force
1. Wages and salaries
2. Government contributions to social

/ security schemes on behalf of
government employees

3. OGovermment contributions to insuranoe
and pension schemes and the like
established especially for govermment
employees

Members of armed forcesd

1. Wages and salaries

security,; insurance, pension and
gimilar schemes, including family '

)

i

{

2. Governmeht contributions to sooiai E
;

. i

~ allowance

20. VWages and salaries covers payments for work both in cash and kind, g
gross of social security contributions and the like withheld; but - . '
~ exclusive of reimbursement for travel and other expenses incurred on
' dff1c1a1 business. Wages and salaries paid to civilidn employees and
- military personiel stationed overseas are included. {the overseas embassies,
military establishments, etc. of a given country are regarded as extra-
territorial by the country in which they are located) ; payments to the
‘locally recruited ataff employed in these establishments are of course
part- of the given country's domestic product but not its’ natlonal income.

o pp—
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21.  Income in kind sucH &s food and lodging repreeentlng an addltlonal
benefit to ‘employees should be included 'in wages and .palaries at- an amount
equal to the cost to ‘the government of providing the goods and serv1ces.,ﬁ
Where thé goods and services are not provided primarily for the . beneflt

of govérnmment workers, as would be the cage with. medical examlnatlensT
police vniforme, they should not be counted, however. In the. case oflthe
armed forcdes; uniforms are considered part of wages and ealariea becausejf
mllitary -clothing, unlike -the uniforms of the police, lift. operatora, etc.,
are’ cuetomarily vorn :off duty. On the other hand, the rental value Qf
military harradks ahould not be included. o ‘ R

22.° *‘Government oontrlbutlons to social security echemea and to related l
plans providing pensions, unemployment henefits, insurance and. the like o
are covered in the other elements of compensation. Where governments ‘meke
direct paymente of certain benefite in the absence of special schqpeg or
reserves, it-is preferable"te inc¢ludé -in-oompensation, imputed. contributions
to the unfunded ‘schemés-in respect of -these obligations (determined an

some reasonable bagisy “@.g." ‘payments during recent periods, or. the - .
exﬁ&:ience of similar funided -schemes) in.place of actual payments._ The .
implioatfohé of “tEig tréatnent sare considered :helow in conneotlon with the
income and outlay traﬁaaetiona of general gnvernment- ST T PP
237 'Eetxmates of: emﬁleyeerdenpeneatien dietzlbuted aoeord1ng to klnd of
economic activity ‘will agdaliyibe.readily~deducible .from. budgetary .
statistics:” Employment ‘data dpe more:likely to be available for. transaotor
units suitable for dlaselfléatien«by ¥kind ofcactivity than any other, .
although ' in“ail likétihood iadjtstments for coverage and concepiunal.:
disorepancies will be required. Thue, the record for local government
bodies comlng Within'fHe‘aeridiition ofprodicers:of: government services may
be incomplete, .oT “thesrétufna’ May“includewunits more properly. regarded as.
coming under puine Iindtiatries. - Concoptindl- adjustments will mainly. take N -
the forf ‘of- aﬂditions*%B coveriinocome in kinds the smounts involved will -
for the most part” Havé been rbobrded’ in budgetary: sources as. non-wage . .
outlays''and” may or: méwﬂnet Béﬂeuffieienﬁly elearly identlfied to permlt
easy realloéationﬁ‘*- 18 i o e

-

24. -Th-the cage of producers of government. services, the scope of capital
consumption is Testritted tolparticular: fixed assetss (i) maghinery and
equipment ‘and (ii)" builéihgey: Capital. consumption allowances in reepeot of
'roada, brldges,ﬂharbeurs whd similay: works are: omitted both for practioal
readdns and’ Bébause it i not urireasonsble to. assume that. _such aseets oan
be' maintaihed in’ their original etate for exmremely leng periods by .
Periodic uﬁkeepL-‘m R (e 1 3, N .
TPl AnSTLATTE S SR

25, S1nce outlaye onleonexructlon and. equipment mainly intended for




E/CN.14/NAC/ 39
Page 8

mllitary use are not 1ncluded in capitai expendltures, capltal consumptlon
of such’ gooda is excluded. Thls rule. a@plias equally to military .- -
schools, hospitals, airfaelds, and so op which can later be put to RO
civilian uee.: -¥hen- such fac;lltias-are in fact transferred they become o
an addition. 1o the capital stock (offset’ by a‘'réduction in the inter— -
mediate. consumption of the seller) ‘and’ sub;ect to capital oonsumptlon *?*
charges.. .4n: .exception is; made only for. outlaya on’ the oconstruction of
famllm»dweliings for m*l‘aary personnﬂl, such buildings belng 1ncluded )
in capital formation on the grounds that thqy ‘gerve the same purpose as Tl
civilian housing. It should be noted, however, {hat ‘the provision of -
housing is to be treated as an activity of industry rather than of the B
producers of government. servioes.“ Civil. defance outlays are ﬁ:eated on Hff
&8 par w1th giv11, not. military, gutlays. ' _

: 26. : Gapltal consumptionpreflects the gradual‘loss in value of flxed
capital as. g Tesult .of pormal wear nnd tear foreaeen obaolescence and '
accidental damage. - Where capital nonsum@tion is based on the or1gina1
cost of aasets with a, yiew to kasping the_money Value of capital 1ntact,**
an adjustment should be mads tq,ghift ‘the . ‘éstimate’ 1o a replacement ooatr;
basis by allowing for . the price ohange of . oompgrable ‘capital gooﬁs. For
national accounts purposes, Wwhat is needed -are’ measires of capital: L
consumption in ocurrent -prices, .Or at replaqement cost, because all other
transactione are valued on: this Dbasis. | Of ‘course ‘tecknologioal progress*?
will lead to. the replagement of’ certain qagital amsets by different - -
rather than. idantloal asgeis,. so that the concqpt of replaoement cost - ?Ti
in .the senge of keeping.the real vaiue Qf capltal intadt - 'is only " B
approxlmated by allowing aimgly £oz tue changa 1n pricés or Gosts.

27. *aThe eatimation of capital consumption is undbubtedly more difflcult
for assets used to produce gpvernment servioes Jthan assets put to e Ta
oommerclal uge. As regards the l1atter, at leaat original-cost estlmates
for accounting and: tax,@urposes will normally e svailable, and these

need .only be adjusted for ‘goverage and valuation. ‘Producersiof v v
government gervices, by contrast, are not ‘imcome ‘earning bodies and
without ‘the same incentive to provide such figures. Nevertheless,
govermnment accounting offices do sometimes maintain records of their
aggets which can serve as.a- atart%ng point. . Such Tecords are most likely
to. refer to federal propérty” ‘gtrit-in uservaiued at full undepreciated
original cost. .

28q: A better approach 1s possible where hlstoploal :geries ‘of annual i
‘capital expenditures in’ oonstant prloes broken down by asset ‘class BTe
available or can.be ponstructed. The undeprec;ated “¥alue of the stock -

of assets of -a given class @8 qf 8. particular time: cgn‘be evaluated by
cumulating ths outlays qn,these assets over a per1od of” years corresponding
to the average life for the ‘6lass. The gross capital -gtock at base-year
prices can then be corrected to a current-price basis and cépital '
consumption. estimated through use. of the average. life. In this way,
estimates of capital consumption on the réquired " current—price basis can
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" be obtaihied in conjunction with estimates of the capital stock.

"29. :- This method has recemtly been adopted in Malaysia to replace older
egtimates of govermment depreciation that were donsidered unsatisfactory.
The Malaysian estimates of capital stock and depreciation ‘cover not. only
: " equipment and buildings, but also other stfuctures such as roads. The
' average livas of buildings, equipment and all other structures are assumed -
_te be 40,10 aﬁd,é?”yéars;':espeotiyelyL__Sincefbipenditure'serieshi -
. ~extending back far enough to permit the stock -of buildings and of other
structures” to be derived were not available, early capital outlays were
®speciaiiy estimated for' this purpose by (i) assuming constant relationehips
between such expenditures and the gross domestic product and (ii) assuming
““ayerage but differdnt growth rates of real gross domestic produgt for the
"prewsr ‘years; tke 'Wwar years and the early posiwar period. Experiméntation =
‘with &lternative growih rates indioated that “the capital stock éstimates
for ‘constraction’ as a whole were not very sensitive to the ratés selected
owing to the much lowér levels of capital accumulation prevailing before
#3955 (actual expenditures were available starting with that date).

“-307 "'The 'estimates of capital consumption in Norway and the United Kingdom -
~ ax6é ‘alb0 based on evaluations of the capital stock. In the Unitéd Kingdom
buildings are depreciated over 80 years and equipment over periode varying
- 4n’length from 16 to 50 years, depending on the class. No depreciation is:
“+egtimated for rosds and similar public structures. L o 3
. ﬁ“'¢m~31;-A*Sinbe'standard‘table 1 requires capital consumption to be shown for
' -+e@ach kind of economic activity, the capital.expenditure seriea used in
EE arriving-at’estimates of the'capital stock by the method described {often
T ' denoted the petpétual inventory method) will need to be available by kind
of etonomic’ activity so that the stock can be built up on this basis.
Outlays on fixed ssdéts by kind of economic activity are ih fact called for
by standard table 7 (concerneéd with the composition of gross capital
formation) . DA ' T

- A
Rt e N

. 3. Indirect ta;es;

32. . Value addéd in'standard table’l is td . be measured inclusive of ‘sny
indirect taxes paid‘directly Ly the government. . In most countries the
wvalue of such faxes will be négliéibla;”‘Ttﬂshbdlﬁﬁbq noted that taxes on
intermédiate inputs ars excluded from this item and covered in intermediate

o .- . 4. Intermediate consumption .

r
AT 4] b

Syt

33.77 - This item cohsists 'of purchases ‘0f goods and services on current’
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account (virtually all of which will be "commodities") , reduced by sales

of second-hand goods. Included in purchases are all durable goods

. intended for military use with the -exception of family dwellings; when .
" transfers of such durable goods to civilian use take place, they are
deducted from intermediate consumption.and become part of the stock of

‘fixed capltal., Goods purchased for addition to stocke considered to be
of special 1mportanoe to the nation, e.g. strategic materials, are- not
included in ourrent-account purchgses but are ireated as stock
acoumulation. Similarly, withdrawals from such stocks, -as well as sales
of large lots of surplus goods originally charged to intermediate-
oonsumptlon, are treated as deplet1on of stocks. o

"34 Food, etc. purchaged from industries by. the producers -of government
. ,servioes and supplled to employees free or at reduced prices should: be
 included in wages and salaries at an amount equal to the cost to the
. government of providing this income in.kind; hence, the cost of such
..outlays is excludedhfrom intermediate consumption and becomes part of
the final consumption of householda. The treatment of governmeni produced
services which are included in the income in kind of goverrment employees,
. for instance free hospital care, is similar in that a part of the gross
.output of govarnment gervices is viewed as disposed of to households.

35. . Tho'question sometimes arises as to how to troat‘goods or-sarvioea
‘supplied to individuals directly by industries or non-profit bodies when
the cost is borne by the govermment, i.e. whether to regard the purchaases
as made being made by govermnment or households. The answer resta on 'such
‘congiderations as. the degree of control exercised by the. govermmenti over
the provision of these services and the degree of choice reserved to
individuals. In the case of a national health service which defrays
almost all the expenses of medical care and under which persons are
regigtered with particular practitioners whose standards and terms are
regulated by contragt, it would be reasonable to regard the national
health service as the purchaser of health care. Any nominal payments
made by individuals, as for dental care or apectacle frames, would then
be treated as a purchase from the government service.

- 36. On the other hand, if the government simply sets the maximum
payments it will make for authorized forms of trestment and individuals
are free to.choose their practitioners, arrange terms and so on, then

' rnu1v1uuals ghould be oonaldered 10 be the purohasers of the services

. (flnanoed by an unroquzted current transfer from the government) on the

) grounds that it is they who make the essential decisions and arrangemen‘csn

‘Whether the government pays the practitioners directly or reimburses

individuals for out-of-pocket payments is immaterial. Probably all

government medical insurance plans conform to this doscriptlon.

37. Grants of relief food, military equlpment and the like from one
government to another, e.g. from central to local government or between
governments of different countries, are recorded in the intermediate
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consumption of the recipient government financed by a.current transfer -
on the Ancome . .and. outley account from the donor to the recipient.’ Hhere
the governmente are thoee of. different eountriee, the goods transferred
will also be recerded in the commodity exports of ‘the donor cbuntry and
the oommodlty imports of the recipient. .

38. “The compilatioﬁ of estimates of intermediate consumption classified
* by kind of activity of the producer depends of.course on the pertinent

- data being avallable for individual departiments, bureaux or other sultable,
transactor unite., Conslderable processing of the information will be L
entailed where current-. and capital-accounts puroheeee are not elearly o
dietinguiehed in basic budgetary sources, or where the separation is made
on gome baeie unacceptable for national accounts purposes (for 1netance, ’
uherq,m;litery conetructlon and, hardware are classified as capital goddﬁ).j
Such departments as publlc works which produce commodities - own-accouﬁt :
construction — should be excluded from the units for which intermédiate’
consumgption (as well as value added) ie to be estimated and claeeified
with {industrial establishments.

39. In order for adjustments to be made so that intermediate consumption
conforms to the definitions of SNA; supplementary information will sometimes
be needed regarding the practioces of particular departments; for instance,
in comnection with their paymente in kind, tranefers and stockpiling. In
general, intermediate consumption should be recorded at the time purchases
are made rather than upon delivery of the goodss

40. In compiling the figures, gooda should be'dietinguiehed from services
as required by standard table 4 (on the composition of government final.
gongumption expendlture). The goode in question will comprise non~durable
commodities end those dureblee acquired for defenoe. Purther separation
of all military goods from other goods would also be useful, as would be
the divigion of expenditures on military durables into- outlays for
oonetruotion and for other items. -

w4 . Bs Final consumpt on_expe

41. Final consumption expenditu:e'efeee-eleeeiffed'bj'ooet4eompbeitibﬁ“.w
and purpose is to be shown in standard table 4. The relation of final
consumption to the concept of grosgs output, disoussed above, is as follows:

i~ 1. Services produced for oWn use (equale L
' © fingl consumption. expen&iture) B

i2{“‘Hon-commod1ty eales
3. Commoditles produced

Groee output
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As indlcated, the value of the gross output of government serv1ces is "*'f
derived from the expendltures an-inputs into the produclng units.’ While :"
the gajor part of gross output-consists of services produoed for the _~;
govermnment's own use (final congumptidn), some part is sold or consists' .
of own-account construction, etc.. Final consumption expenditure can
there¢fore-be obtalned by deductmng these latter. items from total groaa
outputr . : , .

Aday
42. mhe purpoae classlfication wh1ch ia applled to final consumpt;on o
expenditure is-described in another paper.. .In order to. distrlbgte f;ﬁal f
consumption and its cost elementis according to’ ‘purpese, the expenditure.
components of gross eutput as.well .as non—commodlty sales and oommodi%ies N
produced need to be classxf1ed in. the .same manner. If the. componanta of
grosa output broken:down.by. deta}led act1v1tlea are available, they can
readily be reassembled to fit the broad . purpose . olasslflcation.__.rg . “f
43. The cost-components of f1na1 consumption expend1ture o’ be shown o
in standard table 4 are: | - T

Sy,
T

1. COmpensation of employees Con ;:‘ AR ;:}lei
2.. Consumption of fixed, capital . I
3. Intermediate" consumption 2
- --{a). Goods .. .. . . _._.:,- ;m"J:d‘.ﬁ,F -

v (b) sem¢e. SRR s 1“ ‘ . - Frn .

.::4;7Q1ndixsct xaxes 1ess non—commodity
ah.sales and commodit1es produced

Final consumption expenditure- : A e wn;::r--

Inasmuch as items 1 thrddﬁﬁka*éhdqiﬂddiidtrfﬁies*(whioh“together equal
gross output) have been digenssed, it remaine only to deal wlth non—
commodlty salea-and commodlties praduned._ﬂ

1. 'Nonrobmﬁbdiixggaiagp

& ey am b b o e R

44. Excluded from Tinal cohsumptioh expehditure are receipts from the
sale of goods and services for which the charge is substantially below
the full cost. Examples of such sales would be admission charges to
public museums and parks and the extra charges to patients for special
treatment in hospitals where the basic care 'is free or provided at token
cost. These charges a¥eé LOUSEhG1d purchasés from- gbvernment forming part
of household final. conaumption expend1ture. cao
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ond e ning s 20 Commodities produced’

45.77: Although “own~docount construction-is in prineiple.an activity of
‘Andustries, it 'is often impractical to separate out the cost elements &
of such oonstruction when'perférmed ofi a small scale by certain-departments
- and to treat the activity as belonging to a distinct establishment. In
sorder:to ‘avoid including such dapltal formation in public’ cnnsumption, it
s ugubtradted from gross output in arriving 4t final consumptions -YEf the
!!p&icib compts of such construction cannct be ‘agicertained, valuatidw will
%W sone extent be arb1trary and involve 1mputat10ns, as for own-dccéunt
lshuur’emyloyed. b : : R

o i e - P . R [T R R AT L SR

Jikeue

46 . An a&dltlon, oertaln Bales to° 1ndustries and housahclds-are made at
9@ prige approximating the full cost of production. Although by definition
these transaditions involve commodities: and ‘should be- separated from other
Hrahsactions; this may not always be feamible (or worthwhile). Ekamples

would  be: the sale of government piblications, seed sold to 'ParmeTs by
agricultural experiment stations,. sales of textboocks to publiti sshool’
students and of art reproductions to museum visitors. The goods and
services poncedrned are: part of the final consumptlon of households or the
intermadlate cansumptlon bf 1ndustriea.';1> A ‘ A TS L
e Tan i S - I . Yo
47. .Gwvennment recelpts from passports, drlving tests, alrport faes,

. sobrt: Pihes and the like are to be distinguished from commodity..snd non-
commodity sales sinoce’ the charges are not for goods and services: purckased
voluntarily but rather instruments of govermment policy or regulstion.
Sush| compud sory: payments are a fotm.of transfer similar to' taxed. Wheéiher
licences paid by indiwiduels:for operating radio and television-soté.ate
purchases: or compulsory fees deépends: on whether 'the goverament: is:détuslly
involved:in broadcasting in a:significant way. ' If it is, broadcesting’
should ‘bertreated as-s public. 1nﬁustry and exoluded from the gross¢output
of government: servlees.sh'i;, 1o G ; TR :

. _-""i‘_. RET .\‘ .

frvs wpean 7o i Gl Gross-capital formation . - ¢ - SRR TR

48. . iGross capital formation split into. gross fixed -capital: formation and
“the.incresse-in-stocks 'is.to be sghown in standard table . T di-tr1buted
aocqrding H07 the'kind of economic sctivity of- the owner.k S R

S

o, r-.—-\}

R B &Gross:fixedtcapitaleorgation.‘ R ,

- L P s e o A P I T Y- ;! . o - Loe - '

49, The gross fized ocapital formation of the produoers‘of government
services oonsista. .of their purchases of durable goods having. a useful ‘Iife
of at-least one year and their own-account. congtruction, reduced: by siles of
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similar used assets. As explained above, durable goods which are to be
used mainly for military purpoges sre 4ncluded in intermediate
congumption rather than capital formation (except for family dwellings) .
(A few countrles, for example Swedem, follow a variant of this rule by
including in capital formatlon milltary construction that can be put o
. ¢ivilian use, such as schools, hospitals, roads and alrflelds.)

0. Also exoluded from cdpltal ;ormatlon are such outlaye as those~on
.reséarch and. development which do not lead to the creation of tangible
- assets,. and on non-reproducible tangible assets such as land and m1nara1
_deposits,, Purchases aof land and sub-soil deposlts enter only into. the
capital flnance accounts and balance sheets of the system- such, assats'
are distinctive in that they do not result from current production,
. imports or prior capital formation and are. not subgsct to depreciation.
However, outlays on improving land, as by land reclamation and clearance,

.. and the costs of transferring land are included in gross fixed capital,

formation. Transactions involving . sxlsting structures situated on land
the value of vhich cannot be separately ascertained may have to.be.
treated. in their entirely as sales and purchases of. used fixed assets,

_51. Purchases of flxed assets are 1nc1uded Ain capital formatlon at
purohasers values, i.e. at the full cost to the govermment of ths_.
asgsets delivered and installed, including the cost of site clearance,
architects' and legal fees, and eimilar direct costs. Own-account
..oonstruction will n: sually. have to be valued at sxpllclt cogt,. 1n01ud1ng,
, where necessary, the imputed value of the labour involved. Con

g 52. Signiflcant alterationa and addltlons to fixsd assets and major
.yreplacements of parts are aleo. part.of gross fixed capital. formatlon.
“Unlike current repairs and maintenance which simply maintain asasts. in

working condition, thease outlays.raise the expected normal lifetime or

productivity of capital goods. Accordingly, the replacement of tires

on government vehicles, the repainting of public buzldings,:_hs.repairing

of roads and the like should be treated as intermediate consumption, while

the installation of new engines in cars and trucks, the enlargement,
renovation or modernlsatlon of. bulldings, the widening of roads and so

on are capital expenditures.

. 53, .Included in a given government's gross fixed capital formatlon

(ang imports) are the fixed .capital outlays of its embassies and other
extra-territorial establishments located abroad, less their recelpts

from sales of used assets. Similarly, the net capital outlays of foreign
embassies, etc. situated in the country are recorded in the country's
exports and not in its gross fixed capital formation. The outlays on
fixed capital of international organizations in ‘the country are handled
in the same way.

54. In addition fg-a Bréékdown of gross fixedtsapitsl formation.
. .gccording to.kind of economic activity, standard table T calls for a -

g 1
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classification of  total: fixed capital formation by type-ofvoapitalngood.
Although a. cross-classification by aetivity and type of capital good is
-..-not ocalled for, it . will be useful to build up the .esiimates of fixed
oapltal formation, of the various branches of producers of government
-gervices keeping the-dlfferent -‘asset types distinct. - This would have two '
advagtgges.. In. the first place, it would facilitate preparing a breakdown |
-of the nation's total fixed capital -formation accordlng to type of oapltal'-
o .good. In additiony.-information on the types of fixed capital acquired by
‘ the. various. producers of government services is needed for - estimating
.1;ouyita1 consumption by kind of activity.: R
; _
~55. The types of capital goods distinguished in atandard table T are
. ag follows:

1. Residential building

w-.. . 2. Non-residential building.

_ 3. O'ther oonstructlon except land 1mprovement -
"_24._=Land 1mprovement and plantation and orchard develoPment

: e (a) La,nd 1mprov’ement

.L(b) Plantation, orchard and vineyard development

T Transport equipment

v

Hif;;;-*;; 6-T'Machinary and equipment | o . e ’ Coee
~ (a) " Agricultural machinery and equipment : v
(b) Other
7.+ -Breeding stook, draught anlmals, dairy cattle and )
- “:the llke | o .. |

fGﬁoss,fixéd capital formation
i

56.7 The bulk of the gross fixed capital formation of producers of
government services will ordlnarlly consist of goods belonging in 2, 3,
4(a0, “and:6(b) above. Residential building (1) will be undertaken by
government ‘bodies classed with industrics. Under 6(b) will be reoorded
"mainly pffice machinery and equipment,’ furniture and the like, If the
:'govarnment operates agricultural experiment stations of any size, there'
'Will of oourse be entries ‘under: 6(:? and 7.

S Y PR Th1s olaaslfioatlon of capital goods, although muoh more detailed
“-thén what' ig'recommended in A Manual for Economic and Funciional
Classification of Government Transaotions, is virtually the same as the one
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~used in the former SNA to which a great many countries have beéen able
-~ to-conform. _Provided that data on capital outlays of departments. or

othér -suitable administrative units identify the types of 'goods acquired,
allocation of purchases and own-account capital formation within the
= above gcheme 'should not prove difficult. TWhere durable items of small =
.. value such as desk . equipment and office furnishings are treated in ‘

. budgetary sources as current-account ‘purchases, their reclassification
may not be worihwhile. Other adjustments may, however, have to be made .
to reported data for more important depariures from SNA, for instanod, g
for the treatment of land purchases, military outlays, répairs and’ parte,
end ealee of used assets.

2. Changes in stocks

58. The stocks of producers of government services are limited to thdee
goods which are regarded as being of special importance to the nation,
¢.8, strategic materials; all other purchases of non—durable goods are
included in their intermediate consumption. However, large males of
surplus goods are to be treated as depletion of stocks even if when
‘originally purchased the goods were charged to intermediate consumption.
This procedure is recommended because charging the sales to intermediate
consumption leade to a drop in intermediate and final consumption in the
period of disposal which it would be better to avoid. To remove the
distortion in earlier periods, it may be desirable to adjust the data on
stocks and intermediate consumption retroactively by removing purchases
of the goods in question from 1ntermediate consumption to the stock
accounts in the periods when the goods were acquired.

59. The value of the change in stocks is the. physical change valued

in terma by average prices ruling durlng the period. Since any goods

sold from stock by producers of government services will not have been
processed internally, the use of current purchasers' prices should be a
feasible and appropriate basgis for evaluating the change in stocks. The
meagurement of stock changes on the required basis will ordinarily be

more straightforward for the transsctors in question than for industrial
establighments whose accounting practices leads to measures of stoclk
changee that are unsuitable for natianal accounts purposes without complex
. adjustment. Provlded that a limited range. of strategic commodities is
etoekpiled by the government (almoat alwaye the central government) and.
’inventory records are available in phyeical units, changee in .stock. levels
by commodity are essily determined and evaluated. . Agrieultural commoditiae
are likely to be of negllgible importance in most countrree in the present
context since government agencies concerned with agricultural price~support
programmes or markefing arrangements to stabilize the incomes of producers
of prlmery commodltles will ueually be claesed with government industriee.

60. Stock changes in standard table" 7 are to be attributed solely to
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'7“6?;17 The detalled flows concerned are the followingetiflpx;T'f:”l .

5/ ON.14/N46/39 -
- Page 17 :

pubiic: adninistration and defence (division 91). -The national accounts
returns based ‘on the old SNA suggest that the practice of. stookpiling

‘A.critlcal ‘aterials is hot w1despread among. governments or -else usually.
CoF iheufficient 1mportance for the fzgures 1o be shown separately. e

"‘IV TRANSACTIONS 0? PUBLIC INDUSTRIES

A. Value added, intermediate consumptlon and groas output

61. Standard table 1 calls for:industry data on (i) value added aocording
4o cost composition, (ii) intermediate consumption and (iii) gross output. -

The data, classified by kind of economic activity, cover both public and
“private industries without distinction. Thus, information under: thege

eadings comparable 10" the data compiled for the producers of~governmenf

1. Compensation of employees *° - 0 iaaen
2. Operating surplus
3. 'Coneumpfioniof'fdxed~capffal

oA Indireof ‘taxes less subsidies ‘

| : dhdvalue added - ‘ L
'“A?:fHB.T-Intermedlate ooueumption Coe s :",n:Qf »

“Gross output (producers® values) '

Except for the inclusgion of an operating surplus and the nettlng out of
subsidies received, the flows :correspond .to thoge described -in respecti of
government ‘services above. :.Accordingly, apart from dealing with. the new

_items, the ‘discussion below can be directed mainly to ‘any differences.in
. ;ihese Plows " insofar a8 they enter into. the préduction actounts of. puhlic
“induatrlee aa opposed to the: acoounts of: producers of government aerv1oel.

"63: Slﬁoe the ddata to be cla381fled by’kind of . activity aTe. thoae
~ﬁertaining to :individual eetablishmentsy. -determination of the operatlng

surplus is dependent on beéing able to:establish all-the ‘inputs into
productison, including the overhead.costs shared with other. eetabllshments
of the same enterprise - for instance,- those connected: :With. central.. -

administration, warehousing, advertising and sales. The problem of overhead
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eosts is not.serious in the case of public'enterprisea‘qhich cqnsist!of
similey establishments operating in different locations but with

. cenfralized overhead activities, since.the entire enterprise can be

accepted-aazan;establiahment—type.gnit:fér present purpoges. Fortunately, '

many public industries fit this description. MNoreover, govermment
industries are mainly in such areas as distribution, public utilities,
finance and transport and communication, in which the problems of
delineating establishments are less formidabie than in manufacturing, to
which a much finer-classifioation is applied.

1.. Compensation of employees

64.- -In-addition to pertinent points covered in respect of producers of

- government  services agbove, it should be notéd[ﬁhat_compépgation‘hépe:mgy '
inelude certain payments not normally available to government employees,
for instance commissions, tips, bonuses and directors' fees. The treatment

of unfunded employee welfare benefits desoribed in the qasp‘of_gnvernmgnt
gervices — the substitution in compensation of imputed contributions to
unfunded schemes in place of direct benefit payments — is of course

equally applicable to public industries. ~

,?. Ope?qting sﬁrglus‘.A

65. -Unlike the producers of government services, industries earn an
operating surplus. For any given industry, with the exceptions noted
below, this surplus 1s a residual equal to the excess of its gross output
at producers' values over the—sum-of{(i) intermediate consumption at
purchagers' values, (11) compensation paid to employees, (iii) consumption
of fized oapital and (iv) payments of indireot taxes reduced by any
subsidies received. Failure to allow for the costs of overhead services
in measuring the inputs into. production will of course lead to over-
statement of the surplus.

66. - The exceptions are public industries in a monopoligtic position.
In these instarices it is appropriate to regard as indirect taxes a part
of what would otherwise be the operating surplus. | It 1s fairly common,

. ‘for- example, for the production or distribution of such items as tobacco,

- ‘matches or elcohol to be-in the hands of government, monopolies established
for the express purpose of raising revenue. At least a part of the
purplus of such fiseal monopolies amounts for .all practical purposes to

a tax on the products gontrolled and. should, accordingly, be classified

as such. At the same time, where it is feasible to estimate what a ‘
normal return would be on the capital invested, this amount could be
recorded as (pure) .operating surplus. PR ‘
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67.: . The same treatment should be accorded state enterprises that are not‘

- fiscal monopolies but whose prices are fixed to ensure a permanemt surplus

exteeding a normal return, since in this ocase, too, the enterprises-gerve
‘the purpose. of raising general revenue.. By the sameé token, where
government ‘enterprises experience losses regularly. as: a result:of-a:.
deliberate policy of keeping prices too low to cover production costs,
the operating losses should be treated as subsgidies. The operating
losses of public corperations .compengated by grants from the government
are likewise to be treated as subsidies.

768+ : “Most countries depart from the treatment outlined above in various

respects, Thus, in the United States all deficits —~"offset by any -

' garpluses ‘-~ are regarded as subsidies (moreover, deprecatiocn.is.. dleregarded

jﬁf-caeéa the SNA treatment 1s, by and large, followed.

in measuring the surplus or deficit). In certain othercountries, :for
example Norway, virtually no eurplusee/defloite (or prof1te/1ossee) are

. - theated as indirect taxes or subsidies. - The notion of" 8 normal retutn as
“iatBise from -which ‘to measure the monopoly element to Be tekKen 'as theé tax

doe# not ‘gppear to’ occur 'in practlce. -Nevertheless, in a good number of

pes oy ih

-69.- Determxnatlon of tha operating surplus of public, ag’ well as private,
‘finsdncidl -institutions way give rise tao special problems: “Thusy “the "

operating surplus of banks and similar financial intermedisaries: wheése
cherges are small by comparison ‘Wwith their operating: expaneee will furn

“out to be negatlve if the ‘tranpaotions of thess irstitutions ars lardled
At the or&inary way.:  (Their major - source of income 'i§ notvfirom sérvice

charges, but ‘consists of the exoéss of ‘earnings on 1oane'and investhents

—over depoeit interest paid.) To avoid the anomaly ‘of ‘s negative surplus,

or even value added, it is recommended that an additional service charge be

: imputed equal to the difference between theé prOperty‘ineome-earned -and

‘property income paid, thereby raising the receipts of barnks, etd.. The
lmputied charge is also treated as an element of the intermediste ‘comsumption
of a nominal industry, which as a result has & corrésponding negative
surplus and value added. In this way, total gross domestic product is
unasffected by the imputed transaction. This treatment differs from the

one formerly recommended pitincipally. in_thatii(i) no part of the imputed

service charge is included in final consumption ae opposed to intermediate
consumption, and (ii) no attempt ie made to, allocate the charge among the
varioue induetrles. SoER

?0;- Ae regarde government insurance -Gompanies,. the gross output ueed for
establishing the operating ‘strplas should conkist’ only of the charge for
the ‘service of inpuring. Since.the’ premiums paid- by'poliey holders insured.
against accident, fire mnd other” casualiies inolude a’ payment: for risk as
well as:a payment for service;” ‘these: two elements need to" be-dietlnguiehed.
If the payment for risk is measured by claims paid in /the same’ peb:od, the
service charge is equivalent to the excess of premiums received: over‘claims
paid, In the case of life insurance, premiums inclyde in addition an
-element of saving. The service charge may therefore be” regarded as the




o !/m 14/¥A0/39

"Page 20

-excess of premiums received over both claims paid and net additiona to

- actuarial reserves (axcluding interest on these reserves which accrues to

- polidcy. holders) The actuarial reserves in gquestion. should cover the .

equity of policy holders in the reserves of the companies, i.e. pra—paid
insurance and other forms of saving with life insurance companiea.- 4 . .

)

3.-:Consﬁmption‘of fixed:éﬁgital-

7. The scope of capital ¢onsumption in public industries differs from
that of : producers of government services chiefly in that it is applied
.%o all:fixed assets covere@ by the deflnitzon of fixzxed capital £ormation
.without .exception. . _ '

. A?Z.- ?he method of. eat;mating capltal conaumptlpn is also 1ikely to
dmffer in . that the starting point will ordinarily be the .charges . racorded
in .the periodic statements igsued by public enterprises. Inasmuch as .ﬁf
these provigions for capital congumption are based on the original -rather _
than the replacement cost of assets, the figures need to be adjusted at T
least for the changing cost of comparable capital goods if they are to
be used for national accounts purposes. In practice such an adjustment”
can only ‘be made. roughly 8inoce information.on the .composition by .type.
of capltal good and the .age. distribution of. the stock of assets being
. written.off will rarely be. available... Coneidering the margin of. -error
.-thus 1nhepent in the ad;ustment and also the usefulnesa of knowing the
_actual provisions made by the. enterpriaes, it is suggested that the :.

. amount of the adgustment that is made in each case he shown aeparately.

73., Since oharges for the depletion of natural rqsources are exoluded
from oapital oonsumption, any figures for capital consumptzon reported
_bx,axtractive industries which 1nclude such allowances will requ:re

- oorrection in this respect.. . . :

.. 4. Indireot taxes less. subsidies -

"74. Indirect taxes are the levies assessed on produgers in respect
of the production, sale, purchase or use of goods and services and
charged to ourrent expense. Common examples.include import. and export

_ duties, excise, entertainment, sales and turnover taxes; real estate
. and land taxes, unlese these are . merely adminlltratlve dev1oes for

collecting income taxes, business 1lcences, value, added. and employment

’J",taxes, and motor vehicle. llcenoea.u In. additlon, part of the ~operating

surpluaes of public industries. in a. monopplistia posztion are treated
‘as an indireqgt tax, a8, explalned above.,¢ P . .

75. ;‘Subsidgeszfegéitéqﬁby Qublinindugtfiegiodmpfiéqqfil'ali granignon
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ceurrent account.made by the government to public corporations, for example,
- 10, cover. operating losses and (ii) grants to governmen: enterprises in
compensgtion for regularly 1ncurred lossés which are. clearly attributable

- to. publ;c pollcy (see paragraph 67 above) e .

s
t

5. ‘Intermediate consﬁmption

76¢, The 1ntermed1ate consumptlon of public 1nduatries con31ets.of the
nnnrdurable goods and .serviges used .up in: productlon, valued at. purchasers
valuee, i.e. at the full market cost to the point. of. dellvery to,the
gonsuming establishment. As explarned in paragraph 34 above, the value

of goods and servitces acquired for the express benefit of ecuployees forms
part of compensation (paym ant in kind) and not of intermediate consumption.
Intermediante consumption alse excéludes thé cost of major replacement parts
and 31gn1ficant alterations to fixed assets (see paragraph 52 ahove)

?7-; If public industrles Lease equlpment or pay rent on.- thelr structures,
the rent paid is included in their intermediate consumption. . (Thle
treatment of rent as a payment for a commodity-type service is a departure
from the former SNA, where the rent paid is counted as part of the value
added of the users.): Rent of land is treated differently, however, the
net rent involved being handled as a property income payment. In arriving
at the net rent, the maintenance costs, taxes and similar outlays incurred
. «+ {bF¥. an.owner should be treated as production costs of the renter to-the
-axtent pogsible. In the case of rented land, therefore, -the:net ment will
-,=xbe -reflected in the operatlng surplus of the -uger of the land,'not-the
owner. - . ‘ oL R At

et .- . 6. Gross outgut‘_ R ey
D T . T RN : j' Tt T : T o
78.: Uhllke the gross output of the produoere of government eerv1ces,
the gross output of public 1ndpstr‘es has of .gourse g value 1ndepenuent
of the directly measurablic inputs \unu operating surp:Lus is a residual) .
It consists of the goods and services produced within the period and sold,
added to the stocks of the producers.or to their fixed capital formation.
In standard table 1, gross output is to be shown at producers' values,
that is, expressed in the prices received at producers' establishments;
if establishments are defined. to-include delivery pr other services which
they themselvee provide, e.g.: installation of equipment, the charges,
invelved are included,. In.the case.of estahlishmente or industries -
--engaged in distribution, . however, gross output is the—value of: the gross
Rargin realized on the sale of. the goods purchased and: diatribnted by

. them,:. i.a. the market value recelved from thelr eales lese the: d@lavered
cost of the gooda to- them. L § vl
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- 19. Although own-account fixed capital formation ahOuld in prlnczple ;'
‘be ‘included in gross output valued according to the prices charged far IR

- comparable assets marketed by producers, ‘the only feasible procedure

will often be to value the new structures, major alterations, etc. at the

explicit costs incurred in their production. These game observations-
apply to internally processed commodltles that are added to stocks.

8. Ascertainment of the gmobs output of certaln financial 1nstitutlons N

gives rise to problems in that a suitable measure of their gervice.

- charges, which is their gross output, has to be determined. In this

- conneption reference- -gphould be made to the disoussion of banking and
inaurance in paragraph 69 above. . :

L

: J'B..=Gross capital for at‘bnv\ R O

.81, With the differences noted below, the observations made in- section
TIII C above are applicable:alsc to.the gross fixed capital formation and - . .

the increase in stocks of public -industries.

1. GOross fixed capital formation

82. The scope, valuation and classifiocation of the grons fixed oapitai

formation of establishments forming public industries are the same as

for the producers of government services. The special treatment accorded _'_;ﬁ

durable military goods is of course inapplicable here. Even though
public industries may capitalize their outlays on research, development
and exploration in’their accounts, such outlays are to be excluded from
capital formation unless they actually result in the anulsitlon,
improvement or enlargement of tangible assets. A4s indicated earlier,
outlaye for land clearance, reclamation and the like are included; the
'mame holds true of the costs of developing, improving or anlarging
plantations, timber tracts, mines, etc..

2. Changes_ip'étook;

83. The main difference here. as compared with the stockbuilding of
producers of government services is that the stocks of public industries
consist of all the supplies, work-in-progress and finished commodities

in their possession. Unfinished ‘construction put in place is not included

in stocks but in the gross fixed capital formation of the establishment
for which the work is hezng done. Standing timber and crops, as opposed
to logs and harvested crops, are excluded from the ooncept of stocks.
Draught animals, breeding stocks, dairy cattle and animals raised for
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wool clips ‘should, tnlike,ntherwliﬁééthK}-%E;bﬁﬁhﬁé@fiﬁ;?}iéﬁaéapitﬁlf_ﬁfjf
ﬁdfmation*rﬁtherithanTin,atodksﬁw-n T T ,'f_ ‘ v

84« The stdndard clé sifihﬁtiogﬂs héﬁe‘ébﬁligd}fdzqﬁﬁhkﬁ (éﬁd used in
standard table 7} is shown below: ‘

2

- 1. Goods produding industries

Agricultuze, forestry and logéing; and flsbing;

_ ,;mﬁﬁing;'@énug4§tufingvaﬁ& electricity, gas and
| .weter sypplyi end cohstruction- -t = |
*Ff(a)- Méterials;aﬁd auﬁplies
()" Work-in—progress

(o) Livestookgexcept_breéding atock, dairy cattle
and the like _

. (8) TFinished goods .
~ 5, -Wholesale and Ietaii‘??aﬂém-

"3, Dther industpres’c T U L

4. Stocks of gawpxnmenﬁ,sar#icés D e a

The stock changes of public'iﬁdﬁétfieé will of course be classified among
the first three categories only.
iy Tae

85. In valuing stocks, goods purchased and added to stocks before being
: prooqugdginpq:ngllxysboulgrbq included at current purchasers' values;
when withdrawn from”gtgggafihpyFshpuld“élso be velued on this basis, which
will be, thpir replacement cost 4t ‘the ¥imé in question. ' Goods that have . -
been pfdgggsédfinternglly‘phod;d'bbTValﬁeilat current producers': walues
when added to or withdrawn from stocks. " In this Wway, grossiaddlitions to
and withdigﬁals_ftom,b%ddks will be consistent with the principles-of -
valuing gross output and jritermediate consumption. : sl e
86. While in the case of the producers of governmeni gervices, sotual
changes over the period in the cuantities of individual (strategic)
commodities held are likely ‘o b&known, 'so that. the value of the changes
can be obtained directly as the product of the physiocal changes in stocks
and appqupigge‘(gve;agel prices, similar data are unlikely to be available
for publigﬁgntefpriggs.E'IﬁAﬁi;Iffheféforé be recessary:to adjust théir
accounting figures on the value of ‘inventories to approximate the'values
of the physical change expressed in appropriate currént pricesy. the 'measure
required for present purposes. Adjustment will be required mainly because
in business accounting withdrawals from atocks will not be baped on
prevailing prices but will be valued according to the particular method of

4
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inventory accounting adopted, e.g. first-in, first-out or last-in,
first-out. (Moreover, additions and withdrawals may not be valued at
purchasers' or producers' levels, as appropriate, especially insofar

a8 internally procegssed goods, are qoncerned.) Thus, changes in the
book value of stocks will reflect not only changés in quantity but also
changes in unit prices. o o s

81. Adjusting-cheangoes Su-the-boek valua of stocks (and operating .
surplus) to eliminate the capital gain element is complicated because
business inventory aécounting practices wvary, the price movements are
not uniform for all commoditiés, and physical stocks of certain
commodities may be rising while the stocks of others may be falling.

At best the corrected measure will approximate physical changea evaluated
at average prices obtaining during the pericd. In determining average
prices it may be feasible to use pruchasers’ values for commodities that
have not been processed.internally, but for those goods that have been
processed it may be nécessary to employ explicit costs in place of the
desired producers' values. e e T .

88, As in the case of capital consumption allowances, it is suggested
that the adjusted figures be shown separately from the figures based on
book values. Where recent price fluctuations have only been moderate,

even Tough adjustments should suffice to eliminate the capital gain element
from stock changes derived from reported bock values. ' S

o teabe e e, ety et b o

ceat ol eyl PRANSACTIONS OF GENERAL - GOVERNMENT

A. Domestic factor incomes originating

E

89.° ' The cofipénsation.paid to -employees by gengral government and the
genéfélﬂgdfﬁrﬂménﬁ's operating surplus, which together account for the
domestic’ factor “income orlginating in.this seotor, are to be shown in

Part 7o of ‘stardard table 17+ . Operating surplus is a component since .
general goverrmient is defined to include certain government enterprises,
such as ancillary enterprised and small undertskings which are highly
integrated with public authorities. o

L. sGomgeﬁsation of employees
90. - ‘Employee compensation here is the .same as for‘the.producers of
governmeént sérvices, except. for differences in the coverage of the
transactor units concearned. : .

. . T + e

; g
L .
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2.  DOperating surplus

Pt e b e amnm s S e

91. The operating surpluses in question, which may be p051tive or
%ﬁnegative, are those of the enterprises included in the general govarnment
" sector.’ These enterprlses are treated as belongnng to public industriee

in standard table 1.‘ :

B. Income end ou%lax transactions

92. These transactions are the ourrent recéipts and disbursementa
recorded in the income and outlay accounts. In standard. table 21 they are
to be shown on a consolidated basis for each of the-three- gub~sectors.of
general government — central ~&overnment, state and local govarnment, ‘and
'QQlal security funds._’ . .

93. Not all the transactions descrlbed here are relévant.for 311 the
aub-—sectorse Thus, gocial security contributions received and benefits

. paid are exclu91vely traneactions of the social security funds suh—aector
: funleés gocial securlty arrangements are not organized and accounted ‘for
separately), while such items as operating surpluaes, withdrawals from
entrepreneurial income of gquasi-corporate. government enterprisea, taxes,
subsidies and certain other transfers enter only into the accounts of
central and state and local governments.

1. Current receipis

-

94. Current receipts comprige the following items:

. »Operatiﬁg'suiplus

2. Withdrawals from entrepreneurlal income of quas1—oorporate
government enterprises :

3. Property income
_.4.f'0asualty insurance clalma
He Indirect taxes
LgG;E Direct’ taxes _ .
”7. Compulsory fees, flnes and penalties
8. BSocial security contributions
9.:_Unfunded employee welfare contrlbutions imputed
10.7 Gurrent transfers from other sub—sectors of general government

11. Current transfers n.e.c. from thé rest of the world
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f‘ka. Withdrawgle from entreggeneurral inneme of;gp351—corporate governm egt

R 'h. Ww : F\ i - ‘ .. , ’5 y

enterpriees - : o

95 These w1thdrawale are the receipte of net 1ncome from government
enterprleee (except for those included in the general government. eectnz)
"The withdrawale from’ enterprleee exper;encing losses will of eouree be
negatlve eniries. Where the losses areée regarded as compensated by
eubeid-ee, tihe w'thdrewaxe are shown as nil and the compensatory
transfers as subsidy. paymente. Similarly, in certain cases the profite
ot government enterpriges may ‘be recorded as indirect taxes rather than:
“positive withdrawals. Dividends received from public corporations. are
to be ehown under property income. . o

96.A The property income receipts of general governpent consist of :
interest, dividends, rent. and royalties. Rent here refere ‘only to. the
‘net ;noome from lend leasgd to.other economic_agents when the aotivity
is ndt treated ae that of a gevernment enterpriee, (Income from the
lett'ﬁg of ‘governiient buildings should be ingluded in the. eurplue of’,
gﬂVernment entérprieee) Réceipis qf property income are 1o be reeq;ﬁed '
when payment 1e due rether than as of the time tha ineome i- eexned.ﬁ; o

Cgeualtx Lnsurance dlglgg f;¢J¢;§:ffifbﬂu,;ﬁui?

9133’ These are claims arlslng from insurance agalnet fire, floo&a and _
the like. The clalme are 1o be recorded when due to be paid, i. e. upon -

adgudlcatlon. , ST

‘d. Indlrect taxes

98. . In addition to the eoope ef indirect “taxes a8 indicated in

. _paragraph T4 above, certain other minor taxes are included under this

hoading when paxd by-producers; e.g: airporttdreas, chargés Tor passports
and court fees {when paid by households they are oclassified as compul sory

. feee, flnee and penaltiee) Ind1rect taxes are recorded. when due to be

pald

'.99. ‘ Ih v1ew‘of'the importance of indirect taxation.in the’ tothi receipts

of mosiu guvernments, a classification of, such taxes weuld be useful for
various purposes, such as comparing ylelde and pro;ecting revenues.
Neither SNA nor the mamual on government iransactions provides such a .
scheme.  The following classification, which is adapted from An_ Eoo?omlc :

' Data Reporting System for the Agency for Internatlonal Developmen may
"be of intereet. S .

;/ Economic Growth Centre, Yale Un1vereity, New Haven, 1965 The etudy was

prepared by William Abraham and’ Nancy D« and Hichard Rugglee. The

.. original -classification has beern chariged mainly'in order to distinguish -

taxes on land from .other property. taxes in. line with.the treatment of
rent in SNA. g .

T B e adT -

- e, s
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1 qufpe‘i‘ty taxes

5ot aes Rupal . it e
(1) Land : A
(i1) - Structures and other property-:

. i o .. ... be Urban

.‘1"? '.T (i) ‘.-tLa‘nd'- o .

DB e (44)  Struotures anid other property

e "2. Transadétions taxes
a. Excise (including the profits. of state momopolies)
b. General sales o
¢. Turnover r - -_;,;
o Qe Yalue added e ianirs
.i.'I;,,.‘:."’"-";..- Stans a.naj Oth;;' LRAn ENEATTE AR Ty
S N me; A e
lMl“‘ ) £ '1_~- ImPortB SEL “ 3:.' H:ifi'; O i r 194180
be Exporta L Rmn cnan mTo e e
] . 92 :F‘o‘zi'iel&gfz{ ‘e::,:cha.nge and other ‘_‘7‘ oy
- Othef bu91ne§s;taxd'
AR "a, ?ayroll YT

b. Licences
Frngrersre sy . Ge -Qther . aien vy N N A4

B L VAP e R RO P,

-':d qAoee The ez e T . . . . .
e.. Bired%~taxes S e e

T""100 Biréct taxes ‘cover the" taxation of incofie ‘from employment, property,
entrepreneurship, Oapltal gains, pensions’ andJother _sotrces. Also inoluded
aré - the" recurrent -Idvies on the financial assets or net worth of -

" “enterprisés; private ‘non-profit ifstitutions and households; and' taxes paid
* by MoudehoIdd on the pogssasion or" use of go6ds; ‘eig. motor vehicle “Ticence
‘fPeor. - Whéfe tWé ‘tdxation of real estate “dnd land merely gserves ag- an
administrative ‘device for assessing and collectlng incéme taxed, thé ‘taxes
should also be included here rather than in 1nd1rect taxes. Social
security contributions ‘are. excluded. . - = - L3170 L NI

‘101, " As in the case of indirect- taxes, income taxes should be ‘redorded as
of the date they are due. However; “because ‘of the ‘sizeable time lapse in
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many countries between the earning of income and the due date of payment .
of taxes, it would be useful in this instance to show, in addition, the .
taxes incurred on the earnings of a gmven period (that ie, to show 1‘.nxali”7~
on an accrual basis) . d ‘

f. Compulsory fees; fines and‘ﬁénaities::

102. This item consists o7 compulsory fees paid by households to publie
authorities for services which can be regarded as an instrument of
government. policy, e.g. fees for dog and driving licences, passports and
court services (slmllar payments made by producers are treated as

" indirect taxes), and fines and. penalties imposed on any transactor unit;

g SboiglsséCﬁiifv=c6n%ribu%ionsx BL - tn"

103. These ax3 the payments made by employees and their employers to | _ -
sooial securlty schemes. | .f;§¢,¢ :

h. Unfunded employee welfsre oontrdbnfions imputed

104. Where general government pays welfare benefits to its employees -
directly in the absence of &-apecial scheme or fund, contributions should *

be imputed in respect of these obligations (see paragraph 22 above) . The o
benefits in question include pensions, maternlty leave, famlly allowanoes, Ty
peverance pay and the like. : :

105. The (imputed) unfunded contrlbutlono are included in the oompensation

of government employees, and.thus in.the final consumption expenditure of Ant}-
government, while the aotual benefits paid are included in the current
disbursements of government. Thus, neither government nor household

s&ving is affedted by the imputations.

i. Current transfers from other sub-gectors: of general ggvernment

-

.106.' Beoause standard table 21 oalls for the transaotlons of each sub-

sector to be recorded separately, *he unrequited ourrent. iransfers
received by one sub-secior Irom thc others, such as grants~inreid to

_3,<,finanoe surrent accounts outlays or deficits and transfers of food have ™
.- .%o be . shown. .. Grose receipts of this nature for. the three . sub—sectors

taken- together will.ef course equal total grose . transfers dlabursed..

P TTransfers given or utzlized to finance. investment.or which occcur. at very
-, ‘irregular intervele are. exoluded from the oategory of cugprent trsnsfers.

Moreqver, -to be. class1fled as. a current tranafer, 3 transfer ehould ‘be

.uw,rragarded as curyent -both by the reo1plent and the donor. SRRt

- e
A P TS A

je Current transfers n.e.c. from the reet “of the world

o 3 10T, . This item consijsts of current-account transiers in .cash gnd kind
‘ ;recezved .chiefly from foremgq governments; such as.gifts of food and
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military eguipment and cash grants to- finance current-account outlays.
Transfers in kind received by a government are alss included in ite
‘iAtermediate, and theréfore final, consumption expenditure. ' The .
-distinetions between current snd capital trahsfers mentioned immediately
above apply ‘also the foreign transfers. ' : -

RS R -2+  Cuirent disburgements

108. The transaction categories shown as disbursements in standard
table 21 are as follows: o o

,.in.'_%ﬁnél'éonsﬁ@ﬁtidﬁ‘éﬁpenditure
..“2;“ Prdﬁerty‘incbme '
3. Net casualty insurance premiums
+ Subsidies

Social insurance benefits

Social assistance grants

LI

4'Curnentiﬁr§héfbrs to pfivate non;piofif'iﬁét;tutiona |

Unfunded employee welfare benefits

NON- I NET N
L}

Current transfers to other sub—séctogs of génera1
government '

10. Current transfers n.e.c. to the rest of the world .

The expéébldf current receipts over ¢urfeht disbﬁfséﬁents'for any . sub-
sector is by definition the sub~sector's saving. .

8. Fih&i coHshhption expehditurér_

109, ‘Notwithstanding the distipcticn”be%weén“gene:al goverument and the
‘producers of goveérmment services, government final consumption expenditure
ie the same in both instances. The inélusion in the general government
sector of certain small enterprises, for example, does not. affect the.
sector's final consumption expenditure since thé commodities produced by
thege enterprises are sold and their production costs are reflegted in. -
other final expenditures.. Similarly, the inclusion in general government
of ancillary agencies which supply goods or services to government itself
does not lead to a difference in the measure of final consumption since the
imputed purchases are included in the intermediate, and thus final,
consumption of the producers of government fservicesa.

—- -
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110+ - In.standard table 21 final consumption expenditure is to be shown -
by sub-sector. _Since, bowever,:final expenditure will in any casé be.
built from data for ipdividual departmentazor-qtheruadministrat;ve'unigs,
totals for the different levels of government can eagily be. established. -
The only complication likely to srise in this conneotion involves
transfers in kind between the ocentral- government and state and looal
governments. The conventions applicable in this case have already been
desorived, i.e. inclusion of the value of the goods in the intermediate,
. and therefore final, consumption of the recipient organ (financed by a
grant from the donor).

b.: Propérty income N ' ’ ‘ :;, '-1. | .J;Q;:

11l. Payments of property income refers to the same category of
transactions desoribed in. paragraph 96 above.  Interest earned on
employees' equity in pension funds covering goverument workers only should
be recorded here as an imputed payment if the reserves are invested in

government securities.

¢. Net casualty insurance premiums

112. Net premiums cover only the cost of the risk element in casualty
ingurance, i.e. they exclude the gervice charge. . For a.given type of
casualty insurance, fire, accident, etc., net premiume are equated to
the claims due in the period considered from the gtandpoint of the
underwriters, not the insured. - The (imputed) service element of the
premiuma paid_by:government,ia,included in the government's final

consumption expenditure.
d. Subsidies

113. Subsidies include all granta paid by general government to private
enterprises which represent additions to their income from current
production. Transfers to finance capital formation are classed as
capital transfers rather than subsidies. In addition, all grants on
current account made to public corporations as well as those given to
governmeni enierprises to cover operating losses jinecurred &8 & result
of the government's policy are included in gubsidies. Grants to house-
holds and private non-profit institutions serving households are excluded
and classed among other transfers. o " o T

e. Social security benefits .

114. These are bensfits paid under social gecurity arrangements, for

. exsmple, pensions, unemployment ingﬁréncé,'accident benefits and re-
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. f£. Socisl gesjstance grants

" 115%. Included here are such cash grants as relief payments, -family ,
. allowances, war bonuses and pehsions, and scholarship aid. Social aeourity
' and unfunded employee welfare benefita are excluded from thls category.

“;116.\ While the beneficiaries of the grants are in a11 cages individuals,
- the- -grants may be paid direcily to enterprises; in such cases they are in-
- ‘payment for goods or services which individuals, rather than the public
'vvluthorities, are considered to have purchased.: : .

”f\,”g. Current transfers to private non-proflt institutions aerving houaeholds

: ;1117. These transfers consist of grants in cash and kind given to suoh
,ﬂfinstitutions to help them defray the cost of providing services.

B Unfunded emploxee welfare beneflts ,_; _‘V»“:_ .:';,;ff_,'

" '~ '118. These are welfare benefits financed, in the absence of a. special fund,
s by the 1mputed contrlbutlons descrlbed in paragraphs 104 ‘and IOB‘abdve.

e

oA Currenﬁ transfers.to other agb—seotora of. general ggvernment ' f#g

' ﬂ.119. See paragraph 106 above_.‘

3\3; gggrent transfara N.€.0s to the rest of the world ;;4;

4120, See paragraph 107 above. Periodic contr1butions to the budgeta of f:
" international organizations are also included here., . ) T

ST E

C. Gross aooumulation ‘and 1ta finanoe T

'T_~.«

121. The flows cemprlslng'the gross accumulation of . general government ;

and ‘those which finance this: aocumulation are to be shown in standard )
table 21 -according to- sub-sector. These transaction categories, alongﬂg -
with the findmoial transactions discussed below, make. up each aub-seotor s"
capital«finance account. Ll el e cemmimae . '

1. The finange of gross accumulation

ML M) g o Srrag -

122. The flnanclng flows consiat of'the following‘ifems'krﬁ:”‘“éfi;ilfzwf;
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. 1,-”Saving R
.2, _Coneumption of flxed capital
3. Capital transfers received from other sectore, net
:Tﬁ,“Capital trensfere received from other eub—eectore
.. of gvn-rhl oot *“n~°n+, net
5. Capital transfers reoeived from the reet .0f the
_ world, net
a. Saving

123. For any sub-gector of general government, sav1ng is the. excees of
its current receipts over its current disbursementdy - - - i VTl e

b, Conegggtlon of flxed oegital

124. The allowanoeg for capital consumpt:on to be made here differ from

_those applicable” ta*fhe“pro&ucers*ofLgevernmént -gervieed-only becausb:nf

differences in the scope of the transactors covered. .(See section IIT A

2 above.) Since the sllowances are to be shown in’ ‘standard tabie 21 by Ll

sub-sector, the capital stock of sach gub-sector on which capital
consumption is charged WIIi*need to be determined:. -In. applying the
perpetual inventory. method deseribed earlier, therefore, the outlaye on

. fixzed investment by the céntral government rieed to be kept dietinot from'_i;

those by state and local governments. -

1ved from othe

Capital transfers rece sectors netr‘

PN

[ T4 - R o e———— i .“,...... R

125. Capital transfers are unrequited transferl in cash or in kind that
affect . oapltal formation or wealth dlrectly, or take. plaoe at very '
infreguent. 1ntervals from the’ standp01nt ‘of elther the’ payer or ‘the

Ce

reozpzent.i Net, .capital transfere received by government “from other ectore
e : :

ia the dlfferenoe plus, oz m:nLc\ between such receipte as non-recurrent
capital levies, oonfiscatione, death duties and taxes on legacies and
such payments as investment grants and indemnities for property damege -
caused by war or floods. 4 number of countries, including France, Japan,
Norway and the United States, do, not presently distlngulsh between
current and capital transters of whatever—type.

d. Capital transfers received from other sub-sectors of general .
government, net i D T —— e

126. Covered here are grants between sub~sectors made for the purpose
of financing capital formation and gifts of capital goods.
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e. Capital transfers received from the rest of the world, met

127, Sﬁéhftranpfeiq inéludé:grénts for”inveéfment purposes, gifts of -
capital goods (excluding military items), grants to finance external =
deficits, and reparations. ‘ ' o

2. Grogs accumulation

128. ?he,items c@mposing gross accumulatioﬁ are the following:

o g S 'i. ‘Gfoss éépital formation
| 2. Purchaseg of land, net
: ' 3. Purchases of intangible assets n.e.c.; net .

For each sub-sector the excess of the financing flows listed in paragraph
115 over items 1 through:3 above is the sub-sector's net lending. The
-changes. in- financial assets and liabilities which make up the net lending
are-dealt with below. - S : : T T

a. “Ggogs'capital formation

129, Gross capital formation as recorded here will differ from that of the
producers of government services insofar as there are differences in the
socope of the transactor units covered. (See section III C above for gross
capital formation of producers.of government services.) Thus, the own-
account capital formation of governmental units which are excluded from
the fixed capital formation of producers of government services {(and
included with that of public industries) will be covered here, as will:

- the capital formation of small government enterprises, etc. which are: -
included in the general government sector but excluded from the producers
of government services. R ‘ S ' . ‘

-130. Changes in stocks of the producers of government services will be
included in the capital: formation of the central government along with the
stockbuilding of the enterprises covered by the definition of the sub~
sector. In the case of state and local governments, capital formation is

-the sum of fixed capital formation and the change in stocks of state and
local enterprises included in the sub-sector. The sub-sector for social
security funds does not deal in stocka. 3 ‘ ' .

131. As regards.the gross capital formation of those government énterprises
included in the sub-sectors for central government and state and local
governments, the remarks in paragraph 82 are applicable here.
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b. Purcha ages of lgnd, met .
132, This item conelete.of purchgpes of land, defined to 1nclude eub-l;_e-
soil. deposlts, foreete and inland waters, "less similar sales, all ’
recorded at the time that legal title passes. Whers the value of :
buildings bought or sold cannot be decomposed into the separate sales
values of "structures and land, it may be necessary to treat the total
value as part of gross fixed capital formation.

133, The transfer costs associated with transactions in land, such as
brokerage and legal fees, are treated as part of -the fixed ocapital
formation of the party bearlng the costs. The sales value of land

excludes such charges and is thus the same for buyer and seller. O“tlayef;. ok

for improving land are*trested as fixed capital formation. " 'Such
improvements will of course be reflected in the eeles value of land when
it later changes hands.

c¢. FPurchases of intangible §ssets DeS:Cey net

134. The 1ntang1ble assets in question here are exclusive rights or

‘commissions to eiploit natural resources; deellnge‘in finanelal aesete,,.e f73l

or ¢laims“6n second parties, are excluded from this category: The .

- parchases and sales are once-for-all transfers of:legal- righte and - ehouid
be distinguished from the issue of patents, copyrights, etc. for which 33
periodic payments classed as royalties are made. Tranafer costs are :
treated in the manner described in paragraph 125 sbove. .. Transactions *
involving intangible eeeete will not he recorded for the sooial eecurity
funde-eub—eector. -

.
T

... Transaoctions in finsncial. claims =~ °~ =~ = v

R

135, The financ1a1 treneectlone, the acqulsltion of finaricial assets .
and the incurrence .of liabilities, ©f each sub~sector of general government
are to be shown in standard table 21 to complete the record of capital -
transactions. The excess of financial assets acquired by a given sub- -
gector over ite incurrence of liabilities is its net lending to all other
sectors or sub=sectors. It ig suggested that the data for each eub—eector
- be chowi net: in: the sense that for each kind of financial asset

. distinguished acquisitions be nbtted againet:dispositions and’that for -
-@ach kind:- of liability #sncurrences be netted: aguinst redemptions. B
Transactions ehauld be valued excluslve of commiesicns and eimilar dhargee.

136. The estimates at the federal level will ordlnarlly be besed on:
Treasury or Finance Ministry statements adjusted for cover age to agree
‘with the definition of-general government. For:the lower levels of i
government, periodic-censuses or surveys or statutory reports will serve’
a8 the main gource. The!annual-reporis issued by social security funds -
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should provide the requlrea.lnformatlon for that sub-sector, although
supplementary detail may have to be collected by questionnaire. Where
publlshed statements are used, t the figures for financisal flows will be
derived as a Tlhle by taking the difference between balance sheet values
of outstanding assets and liabilities as of the opening and clesé of”

each periocd.

‘1. Net scquisitions of financial assets

13Ts The types of assets which may be acquired by one or more sub-sectors

of general govermment are shown below:

1. Gold . , ,

2. Currency and transferable deposits

3.-. Cther deposits - : - C e
‘ o 4._23111& und bonds, short- term _
ifqgidigﬁ5;q;Bonds, long—term '

-“'6;4“Corporata equlty securltles, 1ncluding capital _
o fpa”t" ¢pat10n '

; 7.,;Short—uerm loans Ne8.C. .
'y "Longhtbrm loans n.e. c.’“-**

'VQELVProprletors net addition to the accumulation.
of_qgas;—corporate,gove:nment enterprises .

10. Other financial assets

138. Not all of these assets will of course be acquired by every sub-sector.
Thus, dealings in.gold are as a ruie conf1ned to -the.central government of

- country, whlle entries Jor proprievors’ net additions Go. the accumulation
of quasl—corporate enterprises will appear .only in the accounts of. central

and state and local sovernments. Definitions of the finanoial clalms which
appear as assets or liabilities of general govermnment will be found in

table 7.2 of SNA. " The table provides for a somewhat more détailed
classification of claims than the one ‘employed in standard table 21 in

order to assist in the compilation of the detailed data :on.financial claime
of standard tables 24 (dealing with the financial transactions of all
gub~gectors of the economy) and 25 (showing the financial transactions of the
monetary system, i.c. the central bark, o‘ther- monetary 1nst1tut10ns and the
monetary functions of the Treasury).‘ : o =
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2. Net incurrence of liabilities

‘139 ) The types of 1iab11ities incurred by the sub—sectors of general [y
government are as follows.

)

1. Currency issued oy t;e Treasury anda transferable
depogits :

2. Other dePOﬁitu

3. Bills and:-bonds, short-term

4. Bonds, long-term

5. Short~iern loans n.e.c.
6. Long-term lozns Nn.e.c.

7. Other ligbilities.

140. Currency (including coins) issued by the Treasury will appear as

a liability of the central govermment. Other issues of currency are not
covered in standard table 21 since the central bank is included in the
sector for financial institutions. Transferable and other deposits include
the deposit liabilities of the Treasury and other bodies within the

general government sector {central or state:and local governments) which
perform limited financial functions. Bills, bondes and loans are
liabilities of the issuing or borrowing sub-sector; the amounts recorded
should relate to funds raised by these means during the period of account
reduced by redempiions or repayments in the same period.p

‘E. - Selected outlays by purpose: SRR

P-141. In - standard *= 51« "o anE o entegories of government outlays are
. 10 be shown according to the summary headings of the purpose cla391flcation.
-The outlaya in question are the followln . :

1. * Final consumption expendlture
2. . Subsidies .

‘ 3;“'Soola1 security benefits, . social assistance grants and
' other unfunded eqployee welfare benefits

4. Other current unrequiued transfers:

S. Gross capltal formation
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6. Caplt&l tr&nafars T P S PP S oys e el el

e T o S

T. Net loans made and bills, bends Zand.- corporate aquity
securities acquired and net additions to the
accumilation of quasi-corporate government enterprises

'142.: The - flﬁal—ébqsﬁmgu;on o?'gdﬁerﬁment.brdkén down édéof&zng ibnpurpose"

&lso appears-in stgndard table 4 .and has-already been disoussed earlier...
Showing gross capital formation of general government according. to purposen<

""presenta Bome difficulties inasmuch as the transactor units of general
‘government are entire organs of government (the central government and

individual state and local :govermments).: Nevertheless, foxr the joint
analysis of government expenditures the scope of capital formation should

be the same as in the ospital finance account of the sector for general
government...: From'.a practical point of wiew 4t will probably bg necessary...
to base the purpnse classifieation of. capital formation. .oni-data for the- ﬁ.{g
administrative transactor units of the producers of government services
(these being chosen with = view to homogeneity of purpose as well as kind

of economioc act1v1ty) and to adjust the figures to correspond to the

capital formation of, general gcvernment by addlng the gioss “capital

an0111ary units which have been 1ncluded 1n generaI government.

143. ,Subsldies, transfers, loans etc. are outlays of the organa of general
government and will have to be classified 1ndividua11y accoﬁding to the
purpose served by each; the separate transactions of thia sort will in
effect be the units of observatlon and 013531f10ation._ These flows have
already been described above. e

g

3 HE ey
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144. Part . of standard “table’ 17 cails for flgurea on the &omestlc factor ;}
incomes originating in corporate and quasi-corporate public enterprises,"
i.e. compensation of employees and operating surplus, classified according
to kind of economic activity. The remarks made in conneoction with the
employee compensation and operating surplus of public¢ industries in
sections IV A 1 and 2 above apply here as well. In addition to the.
difference in coverage between public industries and the public enterprises
in question here, it should be noted that standard table 17 calls for the
industrial classification of data from enterprises, not establishments

(as in the case of standard table 1). Hence the problem of apportioning
the cost of overhead services does not arise. The required data can be
based directly on the reports of public enterprises.
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':73; -gééémé*and'outlgx'énd capital finance non financial
S e . - enterprises only . N o
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145. - The income and outlay and capital finance trangactions of all |
', . non-financial corporate and quasi-corporate enterprises, public and . . .
©  private without distinction, are to be shown in standard table 20, o
. .:olassified according to kind of economic activity. The nature of these.-
' flows 4n respect of -the public .enterprisee .concerned should be o4 2
from the digougsion above. .- Ty s

o ha,. . R S PR LR L. .

i

. C. Tran otions in fiﬁancggl o'rldi'n';s -
146, 1In standard teble 24 the finsnolal transsctions of public enter-
‘prises are to be shown classified by institutional sub-sectors, &8
followes - - o R Ly

} 1. | Non-ﬂna'n"cia]:' corporate :‘&_i'rr'd.'"quasi-eo'r'pbrgie'
enterprises ' | |
2. Fih@ﬂciﬁl'ihafiiﬁtibnﬁl
(a) Génii'a.i ba.nk y
(1) Othew.mopetery institutions. .
(¢) Insursnce compatiies and pension funde

" (8) Other finanolel institytions .

PRI

P . +

LY cae y )

".147. The financisl date called for will of gourse be obtained from the -
reports of -the institutions and.dy special  enquirdess . In-s. few pouniriea,
however, 1t may not be feasible to goparate the finangial transaotions =
of government enterprises from those of general govermuent. This is the A

_ situation in the United States. o






