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FOREWORD

The Commission of the European Communities welcomes the achievement,
after several years of work by the Statistical Office of the Européan
Communities in collaboration. with the national statistical offices of the
member countries, of a common system of national accounts which meets the

needs of the economic and social polivies of the Buropean Communities.

The new "European System of Integrated Economic Accounts™ (ESA), which
represents the Community version of the United Nations revised system of
national accounts, will make it possible to obtain, on the basis of uniform
" definitions and classifications, a coherent quantitative description of the
economies of the member countries. It will thus provide the common economic
language which is indispensable for the various kinds of work on analysis
and projection required for the review and the orientation of economic

policies.

The ESA differs in a number of respects from the former United Nationms
and O.E.C.D. system of national accounts which has been utilised upto the
. present at a Community level. The ESA provides additional information in
respect of transactions involving production (the input-output tables) and
finance (the financial accounts); it goes into the distribution and re-
‘distribution of income in more details and, throughout, its concepts and

definitions are more precise and rigorous.

These charactéristics should lead to a more complete and detailed
knowledge of the economic and financial structure and development of each
member country , and should also improve the comparability of figures between

countries.

Pollowing the decisions taken by the Cenféerence of the Directors
General of the national statistical offices, the new system will come into

operation starting with the figures relating to the year 1970.


collsvs
Text Box


-4~ 08/59/71-E

The evolution and completion of the system has required several years
of work and the Commission is weli aware that its introduction will necessitate
some effort on the part of member countries. This may involve collecting
necessary basic statistios whichomay still beilacking, and also implementing
agreed concepts which, for some countries, involve some innovations. The
Commission emphasises‘?hat in some cases, which are really extremely fare,
national experts have been obliged, or prepared, to agree to common solutions
about which they had some reservations. The final form of the system remains

the responsibility of the Statistical Office of the Furopeen Communities.

For its own part, the Commission, in the interests of efficiency, will
take care to ensure that its services meke use in their work of the concepts,
definitions and oclassifications of the ESA as well as of the data established

by countries in the framework of the new system.

The Commission wishes t0 express its thanks to the experts who, by

their perseverance and competence, have assisted it in its task.

Reymond BARRE -

Vice-president of the Commission

P.S. ;: The General Statistics directorate of the Statistical Office of the

European Communities has been in charge of the work, in particular :

V. Paretti
J. Petre, G.A. Lohmann and L. Morel-Cattani (division 1 - national

accounts)

P+ Erba, J. Liausu, W. Bianchi and M. Zucker (division 2 = financial

accounts, money, balance of payments)

H. Krijnse-Locker and A. Chantraine (division 3 - intersectoral

relations)

The English version of the ESA has been prepared by Prof. T.P. Hill,
University of East Anglia.
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CHAPTER I
THE GENERAL FRAMFWORK OF THE SYSTEM

The Buropean System of Integrated Economic Accounts (ESA) consists of
a coherent and detailed set of accounts and tables designed to provide
the fullest possible systematic and comparable picture of economic

activity in each member ccuntry of the Buropean Communities.

.In practice, this activity takes the form of an enormous number of

flows of all kinds among a multitude of units belonging either to the

. country's own economy or to the rest of the world. The essential task

102.

of any system of national accounts is to classify the immense variety
of units and economic flows into a limited number of fundamental
categories and to establish these categories within an overall frame-
work in such a way as to obtain a representation of the economic system
which is meaﬁiﬁgful and suitable for purpose of economic analysis,

forecasting‘anﬁ policy.

In recent years, this goal has been approached from a number of dif-

ferent directions. In addition to the disaggregation of traditional

~national accounts, attention must be drawn to the more or less parallel

103.

development of input-output tables for the detailed analysis of flows
of goods and services and also of financial accounts for the analysis

of flews of funds.

The ESA achieves a synthesis of these different lines of approach ¢
it encompasses input-output tables, traditional economic accounts and

financial accounts, and integrates them as closely as possible.

The general structure of the ESA must be outlined from this wider
point of viewj this will be done by stressing its essential features,

namely s

- the choice of units and their grouping
- the grouping of transactions.
- the system of accounts and the halancing items

- the aggrégates

' - ‘the classifications 7 ‘ B

the accounfs‘and fablqs.

ceefons
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104 - 108
THE CHOICE OF UNITS AND THEIR GROUPING

104. The ESA is charaeterised by the use of two types of unit and two ways
of breaking down the economy, each of which is quite different and
meets specific analytical needs. Chapter II deals with the definition

of these units and the criteria which govern their grouping.

105. In order to represent prccesses of production and the balance between
the resources and uses of goods and services, the most important

breakdown is that by branches. These group together units termed

units cf homogeneous production which are exclusively engaged in the

production of a single product or group of produéts. The choice of
such units brings ocut relationships of a technicoweconomic nature in
the process of production, irrespectively of the institutional context

in which this takes place.

106. In order to describe flows of income and expenditure, and financial
flows, on the other hand, the system is based on a breakdown of the
economy into gectors. These group together, with respect 10 all their
activities, units termed institutional units. The choice of this
type of unit is dictated by the need to bring out behavioural relations
which are important in the field of income, final expenditure and

financial transactions.

107. The use of two types of analytical units, each corresponding to a
different type of breakdown, leads to the distinction in the system
between one part concerned with the analysis of flows by branches
(the input-output table) and another part concerned with the recording

of transactions by sector (sector accounts).

In the case of certain transactions, namely those involving production
and the income generated in the course of preoduction, the ESA provides
for a breakdown both by branch and by sector. To the extent that

this double breakdown is used, the two parts of the system overlap.

THE GROUPING OF TRANSACTIONS

108. In contrast with the provisions for the grouping ofﬁuﬁits, the ESA
employs a single basic classification of transgctions; This means that
when a given transaction (e{g.‘subsidieé) is broken down both by branch
and by sector, its definition is the same in ihe twonparts of the system;
thus, the total of the subsidies received by branches is identical with

the total of the subsidies received by the different sectors. /
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109 - 110

109. The ESA distinguishes a fairly large number of transactions according
to their nature. They can, however, be grouped together under three
main'héadiﬁgs : o - | )

- transactions in goods and services (Code P)

These relate to théﬁpioduction, exchange and use of goods and ser-
vices by the branches or sectors. They include not only transactions
in goods and servides produced during the relevant period but also
transactions in existing goods. The detailed definitions of the
various transactions in goods and services are given in Chapter III.

- distributive (1) transactions (Code R)

These consist of transactions by which the value added generated by
resident or non-resident producers is distributed, and also trans-
actions involving the redistribution of income and wealth. The variour
distributive transactioﬁs are defined in Chapter IV.

- financial transactions (Code F)

In the system, they refer to changes in financial assets and liabilitien
of the different sectors. The definitions of the various financial

items are the subject of Chapter V.
THE SYSTEM OF ACCOUNTS ‘AND THE- BALANCING ITEMS

110. The systematic double-entry of transactions with the groups of units
distinguished at the different levels of the system, such as is carried
out in the general table of transactions (Table 2) and in the input-
output table (Table 4), provides, in principle, all the elements of
inférmation needed to complete the accounting system. It is not suffi-
cient, however, for the economic analysis of the activities of each

grouping of units, nor for macro-economic analysis at a national level.

It is for this reason that, in addition to the breakdown of the economy
into branches and sectors and a classification of transactions, the ES\
provides for a regrouping of transactions in several accounts. Each of
these accounts relates to one aspect of the economic cirduit, with total
transactions on both sides of the account balancing each other, either
beqause of the definitions adcpted, or through a balancing item which iwm

significant for economic analysis and is carried forward to- thé next acnc.ni

LA N oo

(1) Throughout the ESA, the adjective "distributive" is used exclusively wiih
reference to transactions involving the distribution or redistribution .?¢
“income or wealthy it is never used with reference to wholesale or retail
trade.
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111 - 113

111. The following are the accounts and the balancing items distinguished
in the ESA with their code numbers:

Code Account Balancing items Gode

I. Domestic Accounts:

C 0 QGoods and services account - (account balanced by definition) -
C 1 Production account Value added at market prices
- Zross - N1
- net N 11
C 2 Generation of income account Operating surplus
- gross N2
- - net N 12
C 3 Distribution of income Disposable income
account - gross N3
- net N 13
C 4 Use of income account ) Saving
- Zross N4
- net . o N14
C 5 Capital account Net lending (+) or net borrowing (-) 5
C 6 Financial account Net change in financial assets and
liabilities N6
II. Rest of the World Accounts
C 7 Current transactions acocount Balance of current transactions
with the rest of the world e NT
C 5 Capital account Net lending (+) or net borrowing (-)
: of the nation NS
C 6 Financial account Net change in financial assets and
liabilities towards the rest of
the world ' N6

112. The goods and services ~ccount (¢ 0) shows, for the economy as a whole

end for branches, the total resources (output and imports) and uses of
goods and services (intermediate consumption, final conéumption, gross
fixed capital formation, change in stocks, exports). It balances by

definition and therefore involves no residual or balancing item.

113. The produqtion account (C 1) shows the transactions cqnsfﬁtuting the

production process proper. It is‘drawn up for branches and for sectors,

-

ceufens
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Its resources consist of output and its uses of 1ntermed1ate consumption.

The balancing 1tem of the agcount is gross value added at market prices
(N1). The deductlon‘of the consumption of fixed capital gives the net

value added at market prices (N 11).

The generation of income account (C 2) records digtributive transactions

directly linked with the production proocess, which can therefcre be
broken down both by branches and by sectors. The resources consist of
gross value added at market prices and eﬁbeidies; the uses consist of

taxes linked to productlon and imports and of compensation of emplcyees.

“The balancing 1tem is the qvoee eperatlng surplus (N 2). Deducting from

(1t the consumptlon of flxed capital gives the net operating surplus

(N 12) which correspends to property and entrepreneurial income arising

out of production.

The distribution of income account (C 3) records the various transactions
involv1ng the dlstrlbutlon and redistribution of income (interest,
distributed profits, current tranefers) among the different sectors of
the economy. The compensation of employees, which appears among uses in
the generation of income aceount of empleyers; reappears, adjusted for
the flows of wages and salaries to and from the rest of the world, among
resources in the distribution of income account of households; taxes
linked o production and imports and subsidies, which are shown in the
generation of income account of prbdueers, appear, adjusted for the
flows of taxes linked to production and imﬁortS“and of‘subéidies to and
from the rest of the world,:among resources and uses respéctively in the
distribution of income account of general goveinment, for whom these

flows constitute transfers of income. The balancing item of the distri-

bution of income account is gross disposable income (N 3). Deducting
from it the consumption of fixed capital gives the net disposable
income (N 13).

The use of income qccount (c 4) shows, for sectors whlch have some final

consumptlon, how gross dlsposable income is allocated between final con-

" sumption and gaving. It also 1ncludes an adJustment to bring into the

‘saving of households the increase in the actuarlal reserves for pensions.

The balancing item of the use of income account is gross _saving (N 4).
Deducting from it the consumption of fixed capital gives net saving (N 14).

vi)ons
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117 - 121

117.

118.

119.

120.

1al.

‘The capital account (¢ 5) récords for the different sectors transactions

lirked to iffVestient im non=financial assets and also capifal transfers.
invol%ing the distribution of\wealth. It includes among uses the various
types of investment in non~financial 5sséts and capital transfers made;

included among resources are gross saving and capital transfers received.

Its balancing item is net lending {+) or net borrowing (=) (N 5).

The financisl account (C §) records for the different sectors the changes
in the differcnt types of financial assets and liabilities. Its balancing

item, called the net change in financial aésets and liabilities (N 6)

should, in principle; be identical with the balance of the capital account.
In practice, it is necessary to introduce an item to adjust for the dis-
crepancy between the balance of the capital account and the balance of

the financial account.

To illustrate the general structure of the'syétem;~it is sufficient at
this stage to specify for which groups of units these accounts are
established. In practice, they may refer :

- to the national economy as a whole

- to sectors or sub-sectors

- t0 branches.

For the national economy as a whole, the ESA provides for the establish-

ment of all the accounts listed. Together these constitute the gimplified

accounts for the nation (see Table 1). They record, on the one hand, the

relaticnships between the national economy and the rest of the world,
and, on the other hand, the interrelationships between the different
aggregates of the system (see 126-135).

For each of the gectors of the national economy, the ESA provides, in

principle, for a set of accounts ranging from the production account to
the financial account (see Table 3). An exception is made o this rule
for the sector non-financial corporate and quasi-corporate enterprises
and for the households sector, for which a single'ﬁrodﬁcfibﬁAaccount is
established and also a single generation of income account. The reason
for this exception is that, so far as production activities are concerned,
it is extremely hard from a statistical point 6fiview to distinguish
traﬁsaé%iéﬁé linked to ppoduction according to whether they appertain

to the sector the non-financial corporate and gquasi-corporate enterprises
or to the households sector (which includes scle proprietorships and
partnerships which do not constitute non-financial quasi-corporate
enterprises). cesfoea
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122 - 124
For the rest of the world, -a-sector sui generis, which groups together .

non-resident units, the ESA prov1des for three. acoounts only ¢

- a current transactions account (C 7) whlch, in principle, covers all
the transacticns of the rest of the world with resident units which
appear in accounts C.0 to C 4 for the latter

- a capital account (C 5)

- a financial account (C 6).

For the different branches of the eccncmy, the BESA provides for the

establishment of goods and services accounts, production accounts and

generation of income accounts. These accounts form part of the annual

input~output table (see Table 4)«

In the ESA, “the breakdown*by~branches*stcpSWat the level of the ope-
rating surplus, which reprgégnts'the balancing item. of the generation
of ineome wecownt. Any decomrosition-of-the-cperating surplus is carried:

out solely within the institutional fremework of the sectors.

Econbmfé'éhal&sié aleo requires a bréakdown of gross fixed capital
formation by branch of use, 1.e. according to the branch. This break- -
down is provided in Table 7 b but it does not amount to0 the establish-

ment’ of a proper capltal account by branch.

The requirements of economic and f1n0n01al analysis sometimes call for
a finer institutional breakdown of the national economy than that into

sectors.

-

It is for this reason that the ESA provides for the establishment of

certain accounts for sub-sectors. This is the case for :

= the general government sector, where a set of accounts, ranging .from

the production account tc the flnanclal account, is prov1ded for the
sub-sectors, central gevernment, local government ‘and ‘sccial security
funds ' : ‘

- the -credit institutions sector, where separafe financial accounts are
es&ablished for the sub-sectors, certral banking authorities, other

“'mohetary” instituticns and other credit-institutions- - - ~-vevonr oo

~ the rest of the world, which is sub-divided geographically between
member countries of the Buropean Communities, institutions of the

Buropean Communities, third countries and international organisations.

verfons
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Cther sectors of the eccnomy (e.g. the sactor non-financial corporate

and quasi=corporate enterprises and the hcuseholds sector) will be

broken ‘down into sub-sectors at a latter stage.

125. The fcllowing table gives a genersl éummary of the annual accounts at

present included in the ESA. These accounts are indicated by a cross.

GENERAL SUMMARY OF THE ANNUAL ACCOUNTS OF THE ESA

]
Accounts-{ C O | C1 Cc2 c3 C 4 c5 c6
Goods | Pro- | Genera~ [Distribu~ Use of
and ! duc- | tion of ftion ¢of lincome | Capital | Finan-
services l tion | income | income cial
c7 Current transactions
Groupings of units ~ (rest of the world)
T

wATIONAL ECONOMY X X X X X X X
REST OF THE WORLD < X > t
SECTORS AND SUB-SECTORS
S 10. Non-financial cor— :

porate and quasi- - ) ( X . X X X

corporate enter- g ‘ (

prises X ( x
S 80. Households - g E X X X X
S 40. Credit institutions - X X X X X X

Sub-sectors - - - - - - X
S 50. Insurance enter- ;

pPrises - X X X X X X
S 60. General government

and sub-sectors - X X X X X X
S 70. Private non-profit

institutions - X X X X X X
S 90. Rest of the world

and sub-sectors - (2 X > X X
BRANCHES X X X - - - -

oo
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126 - 128
THE AGGREGATES

126. The aggregates are synthesized magnitudes which measure the results
of the activity of the economy as a whole considered in a certain cone-
text, for example, output, value added, disposable income, final con-
sumﬁtion, saving, capital formation, net indebtedness towards the rest
of the world, etc. Although the calculation of the aggregates is neither
the sole nor the main purpoge of the ESA, the system does recognise
their importance as composite indicators and summary magnitudes for

purposes of macro-economic analysis and comparisons over time and space.

127. It is in the simpllfled accounts of the natlon (see Table 1) that the
principal aggregates of the system, and the 1nterrelat10nships between
them, are to be seen. Two categories of aggregates can be distinguished :

- aggregates which refer dlrectly to transactlons in the system, such
as the output of goods and services, final oonsumptlon,.gross*frxe&“ A
capital'formation, compensation of employeeé, etc.

- aggregates which represent balancing items in the accounts, such as
'gfosé domestic produét, gross operating surplus for the economy,

gross national saving, etc.

The definition of thé aggregates in the first category coincides directly
with that of fhe corresponding transactions and will therefore be found
in Chapters III, IV or V. The aggregates in the second category are
defined belowj they can, in principle, be ontained by summing the balan-

cing items of the branch accounts or of the sector accounts.

128. QGross domestic product dt ﬁarket prices (N 1)

CGross domestic product at market prices represents the final result of
the production activity of resident producer units. It corresponds to
the economy's total output of goods and services, plus taxes linked to

imports and less intermediste consumption.

Gross domestic product at market prices is equal to the sum of gross
value added at market prices for all the different branches, plus

téxes linked to imports.

It is also equal to the sum of gross value added at market prices for
all the different sectors, less the intermediate consumption of banking

services which is not allocated by secton

cerfens
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By deducting the consumption of fixed capital from gross douestic
product at market prices, net domestic product at market prices (N 11)

is obtained.

129. The ESA does not show gross (or net) national product at market prices
- a8 an actual aggregate of the system. However, this can alwoys be cal-
culated by adding to gross (or net) domestic product at market prices
- the compensation .of employees and the property and entrepreneurial
income received from the rest of the world and by deducting the cor-

responding flows paid to the rest cof the world.

130. Gross operating sarplus of the economy (N 2)

This aggregute oorfesponds to gross domestic product at market priees,
after deducting the net taxes lev1ed at the stages of produotlon and
importation oy general government and by the rest of the world (taxes
linked to produotlon and 1mports less sub31d1es) and deducting the
compensation of employees pald by res1dent employers. It 1noludes all
other income generated in the course of productlon, 1.e. roperty and

entrepreneurial income as well as the consumption of flxed capital.

The gross operating surplus of the economy is equal to the sum of the
gross cperating surpluses of all the different branches or different

sectors.

By deducting the consumption of fixed capital from the gross operating
surplus of the economy, the net operating surplus of the economy (v 12)
is cbtained. This corresponds to total property and entrepreneurial

income derived from- produotlve activity.

131. Gross national dispossble income (N 3)

This aggregate corresponds to.gross. .domestic product at market prices
plus or minus the netbalance between the national economy and the rest
of the world of taxes‘linked to production and to imports, subsidies,
compensation of employees, property and entrepreneurial income,

accident insurance transactions and ourrenf tfansfers n.é.c. It measures
the income available tc the nation for purpoees of final consumption

and saving.

The gross national disposable 1ncome is equal to the sum of the gross

disposable incomes of all the different sectors.

e/ onn
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By deducting the consumption of fixed capital from gross national
disposable income, the net national disposable inccme (N 13) is

obtained.

Gross national saving (N 4)

This aggregate measures that part of the gross national disposable
income which is not absorbed by final consumption. It includes, more-
over, the net change, positive or negative, in the actuarial reserves
for pensions held by resident or non-resident households wi%h NnCh-
resident or resident insurance institutions. Gross national saving

is equal to the sum of the gross saving 6f all the different sectors.

By deducting the consumption of fixed capital from gross national

saving net national saving (N 14) is cbtained.

Balance of current transaotlnns w1th the rest of the world (N 7)

This aggregate represents the national economy's surplus or deficit

on its current transactions in goods and services (exports and imports)
and its current distributive transactions (R 10 - R 69) with the rest
of the world.

Net lending (+) or net borrewing (=) of the nation (N 5)

This aggregate shows the net amount of resources Whlch the nation
places at the dlsposal of ‘the rest of “the world - or whlch the rest
of the world prov1des to the natlon. It corresponds to the excess of
gross national saving over gross capital formation and net purchases
of land and intangible assets by the nation; plus the net balance

(positive or negative) of capital transfers with the rest of the world.

The net lending (+) or net borrowing (-) of the nation is equal to
the sum of the net lending or net borrowing of all the different

sectors of the~nationa1 eccnomy .

Net changes in financial assets and liabilities towards the rest of
the world (N 6)

This aggregate corresponds to.the difference between the change in all
the financial assets held by the national economy against the rest cf
the werld and the change in all the liabilities which the economy has

e L

incurred with the’rest of the world.
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The net change.in financial assets and liabilities towards the rest
of the world is equal tc the sum of the net changes in financial
assets and liabilities of all the different sectors of the national

economy.

In principle, the net lending (+) or net borrowing (-) of the nation

(N 5) should be equal to the net change in financial assets and
liabilities towards the rest of the world (N 6). But as these two
aggregates are calculated in different ways and on the basis of
different statistical data, a discrepancy will usually be found between
them. This discrepancy is recorded as an adjustment item which is

shown at the foot of the financial account.

Certain aggregafes can be calculated per head of population, per
person engaged in production or per employee. The definitioms of
total pepulation, total perschs engaged in production and total em-
ployees, which should be used for such calculations, are given in
Chapter VIII.

THE CLASSIFICATIONS

The ESA makes use of a series of classifications, listed below with

-t

appropriate referehces~to the text.

- Classification of sectors and sub-sectors (Code S)

The classification and definitions of sectors and sub-sectors are

provided in Chapter II -~ paragraphs 217 onwards.

- Classification of branches (Code B)
The classification of branches is based on the Nomenclature of
Economic Activities in the European’Communities, version used for
the establishment of input-output tables (NACE/CLIO) (1). Each
branch ccrresponds to one or several of the groups of the NACE/CLIO.
AL list of these groups is given in the annex entitled "Classifications,

_accounts and tables".

The description of the activity and the list of godds ahd services,
which define each group of the NACE/CLIO, are given in a special

document. A
C../....

(1) The other version (NACE/GEE) is used for the collection of basic

statistics.
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- Clagsification of transactions

The classgification and definitions of transactions in goods and

services (Code P) are provided in Chapter III - paragraphs 302 onwards.

The classification and definitions of distributive transactions

(Code R) are provided in Chapter IV - paragraphs 403 onwards.

The classification and definitions of financial transactions (code F)

are provided in Chapter V - paragraphs 502 onwards.

-~ Clagsification of the objeots of the final consumption of house-
holds (Code D). '
The classification of the cbjects of the final consumption of house-
holds is provided in the annex "Classifications, accounts and tables".
Bach object of final . consumption is defihed by liéting the goods and

services which it covers (see the special document on the NACE/CLIO).

-~ Classification of the purposegs of general government (Code G)

The classification of the purposes of general government is given

in the annex "Classifications, accounts and tables".

-

THE ACCOUNTS AND TABLES

The set of accounts, as described above (see 110—125), can be regarded
as the skeleton of the ESA. The system also includes a series of tables;
which are intended in particular :

- 10 provide a finer breakdown of certain flows shown in the accounts
(e.g. compensation of employees)

- to provide supplementary data not shown in the accounts (e.g. total
persons engaged in production and total employees by branches)

-~ t0 cross-classify certain transactions described in the accounts
using a functional classification (e.g. expenditures of the general
government sector according to purpose and type of transaction)

- to show how to pass from certain aggregates shown in the accounts

" to other aggregates (e.g. purchases and sales of goods and services
by the general government sector) )

- to regroup, or present in a different manner, certain items in the

accounts (e.g. the table of financial imtermediates).

veefeee
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139. A list of the accounts and tables of the ESA is given below. They
are grouped together in four pats
- accounts
- tables relating to transactions in goods and services
- - tables relating to distributive‘transactions

- tables relating to financial transactions.

The contents of the various accounts and tables of the ESA, as well
es all the classifications, are givén in the annex "Classifications,

. accounts .and tables",
LIST OF THE ACCOUNTS AND TABLES OF THE ESA

I. Accounts

T 1. Simplified accounts for the -nation
- National economy
- Rest of the world

T 2. General table of transactions

T 3. Sector and subesector accounts
- Non-financial corporate and quasi-corporate enterprises (S 10)
- Credit ingtitutions (S 40)
- Insurance enterprises (S 50)
- General government (S 60)
- Central government (S 61)
- Local government (8 62)
- Social security funds (S 63)
- Private non-profit institutions (§ 70)
-‘Households (s 80)
- Rest of the world (S 90)
- Member countries of the Buropean Communities (8 91)
- Institutions of the Eurcpean Communifies (s 92)

- Third countries and international organisations (S 93)
T 4. Inpute-output table

II. Tables relating to tranggbtions in goods and services

T 5; Totai persong engaged in production and total employees by branch

T 6. Final consumption of households on the economic territory
a) by object
b) by branch and by cbject

e/
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T 7. Gross fixed capital formation

a) of principal producer sub-branches
b) by branch of use o

¢) by producer branch and by branch of use
T 8. Breakdown of change in stocks

T 9. Purchases and sales of goods and services by the general

government sector

III. Tables relating to distributive transacticns

T 10. Compensation of employees and its components

T 11, Actual social welfare contributions by collecting sector and

by type of ccntributions

T 12. Social welfare benefits by providing sector and by type of
benefit

T 13. General government expenditure by purpecse and by type of

transaction

T 14. Total premiums earned by and total claims due from the in-

surance enterprises sector

IV. Tables relating to financial transactions

T 15. Summary table of financial transactiocns (1)
a) consolidated

b) non-consolidated

T 16. Detailed table of financial transactions
a) consolidated

b) non-consolidated
T 17. Long term bonds end medium and long term loans (recorded gross)

T 18. Breakdown by sector of the different types of technical insurance

reserves

T 19. Table of financial intermediates.

'../‘0.

(1)

The financial accounts of the sub-sectors of the seetor-ceredit
institutions (S 40} are shown in this table.
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140. A1l the accounts and tables afe established at the curreant prices
of the relevant period. The folloﬁing {ables are also established
at constant prices (1970 prices) (1)

T 1. Goods and services account for the national economy (C 0)
T 4. Row 19 -~ Gross &alue added at market prices hy branch

T 6.a) Final consumption of households on the economic territory,

by object
T T.a) Gross fixed dapital formation of principal producer sub-branches

T 7.b) Gross fixed capital formation by branch of use.

(1) The Community methodology for calculations at constant prices will
be the subject of a special document.
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CHAPTER II

THE UNITS AND THE GROUPINGS OF UNITS

4

The economy of a country is the outcome of the activity of a very great
number of units which effect very many transactions of different kinds
for purposes of production, finance, insurance, redistribution and

consumption.

The units and groupings of unlts to De taken into consideration in the
framework of national accounts must be defined in relation to the
economic analysis for which they are intended, and not in terms of the
types of unit habitually used for statistical enquiries. These latter
units (enterprises, holding companies, establishments,'local units,
technical unlts, government departments, private institutions, house-
holds etc.) may not always satisfy the deflnltlons of units required for
the purposes of national accounts, since they are generally based on tra~

ditional criteria of a legal, administrative_or accounting nature.

Statisticians should take acoount of the definitions of units of ana=
lysis used in the ESA, in order o ensure that surveys in which actual
data are collected from statistical units gradually come to include all
the elements of information needed to evaluate the data in terms of

the units of analysis used in the ESA.

A feature of the system is the use of two types of unit of analysis
which correspond to two very different ways of sub~dividing theeconomy.

For the analysis of flows.entering into the production process, it is

- essential to select units which bring out relationships of a technico-

economic character; for the analysis of flows affegting,in particular,
income, capital and financial transactions, it is esgential to select
units which make it possible to study behavioural relationships among

economic agents.

Given these two objectives institutional units appropriate for the ana-

lysis of'economic behaviour and units of homogeneous production appro-

7pr1ate for the ana1y81s of technlco-economlc relations are deflned later

in this chapter. In practice, these two types of unit w111 be established
by the grouping or subdivision of the basic units of statistical en-

quiries. Before giving precise definitions of these two types of
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analytical unit used in the‘ESA, it is necessary to fix the limits of
the national economy. . .

THE LIMITS OF THE NATIONAL ECONOMY

The units, whether institutional or of homogeneous production, which
constitute the economy of a country and whose transsctions are recorded
in the ESA, are those vhich have a centre of interest on the economic
territory of that country. These units, known as resident units, may
or may not have the nationality of that country, may or may not be legal
entities, ahd ma& or may not be present on the economic territory of the
country at the time they carry out a transaction. Having thus fixed the
limits of the national economy in terms of resident units, it is neces-

sary to define the meaning of the terms economic territory and centre

of interest.

The term economic territory means

a) the geographic tgrritqny within which goods circulate freely

b) any free zones, inclﬁding bonded warehouses and factories under
customs coﬁtrol

¢) the national air-space, territorial waters and the continental shelf
lying in international waters, over which the country enjoys exclu-
sive rights (1)

d) territorial enclaves, namely geographic territories situated in the
rest of.-the world and used, under intermational treaties or agree-
wenis between States, by general government agencies of the country

(embassies, consulates, military bases, scientific bases) (2).

. (1) Pishing boats, other ships, floating platforms and aircraft are treated in

the ESA just like any other mobile equipment, whether owned and/or operated

by units resident in the country, or owned by non-residents and operated by

resident units. Transactions involving the ownership (gross fixed capi-

tal formation) and use (renting, insurance ...) of this type of equipment
are attributed to the economy of the country of which the owner and/or opera~
tor respectively are resident. y .

(2) The territorial enclaves, however, are not considered part of the country's

economic terrltory for transactions relating to land and buildings existing
within these enclaves, unless these are owned by the government agencies
(see 211 a). ,
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e) deposits of oil, natural gas etc. in international waters outside
the continental shelf of the country, worked by units resident in

the territory as it is defined in the preceding sub-paragraphs.

The economic territory, on the other hand, excludes extra-territorial
enclaves, that is to say those parts of the country's geographic terri-
tory used, under international treaties or agreements between States (1),
by governments of other countries, by Institutions of the European

Communities or by international organisations.

The term centre of interest indicates thé fact that economic trans—

actions havs been carried out on the economic territory of a country
for a fairly long period (one year or more). It follows from this that
a unit which carries out transactions under these conditions on the
economic territory of several countries is deemed to have a centre of

interest in each of those countries.

-

On the basis of these definitions, the units deemed to be residents of

the country can be listed, distinguishing between :

a) units which are principally engaged in production, finance, insurance
or redistribﬁtion; in respect of all their transactions except those
relating to ownership of land and existing buildings

b) units which are principally engaged in consumption, in respect of
all their transactions except those relating to ownership of
land and existing buildings

c) all units in respect of their activities as owners of land

and existing buildings.

In the case of units which are principally engaged in production,

finance, insurance or redigtribution, in respect of all their trans-

actions except those relating to ownership of land and existing mil~

dings, the two following cases may be distinguished :

(1) The territories used by the Institutions of the European Communities and

international organisations thus constitute the territories of States sui
generis, in addition to those of other States.
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a) activity exercised exclusively on the eéﬁnomic territor& of the
country : the units which carry on this activity are resident units
of the country

b) activity carried on for one year or more on the economic territories
of several countries : only that part of the unit which has 2 centre
of interest on the economic territory of the country is deemed to be
8 resident unit. It may be :

- either an institutional resident unit (see 212) whose activities
carried on for one year or more in the rest of the world are ex-

cluded and treated sepérately (1); --

- or a motional resident unit (see 214), in respect of the activity
carried on in the country foy one year or more by s unit resident

in another country (1).

210.  In the case of units whioh are princivally enzaged in consumption, except
for their activities as owners of land and existing buildings, households
which have a centre of interest in the country are deemed to be resident
units, even if they go abroad for short periods (less than one year).

| This includes in particular, the following :

a) border workers, i.e. people who cross the fréntier daily to work
in a neighbouring country o ,

b) seasonal workers, i.e. peopie who leave the country for a few months,
but less than one year to work in another country in sectors in which
additional manpower is needed periodically ‘

¢) tourists, spa patients, students, visiting officials, busisnessmen,
salesmen, artists and crew members who travel abroad

d) the locally recruited unestablished staff working in the extra-
territorial enclaves of foreign governments

e) the staff of the Institutions of the European»Communitiés and of
civil or military international organisations which have their head-
quarters in extra~territorial enclaves

.f) the official representatives of the government .of .the country (inclu-
ding their households)esfaiolished in territorial enclaves.

(1) It is only where such activity is carried on for less than a year that it
should not be separated from the activities of the producer institutiomal
unit. This may also be done where the activity, though carried on for a
year or longer, is insignificant.
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211. In the case of units carrying on activities as owners of land and

isting buildings, two cases may be, distinguished :

a) governmsnt agencies are deemed to be residents of the economic
territory on which they operate, i.e. residents of the .country
which they represent

b) all other units are deemed - in respect solely of transactions re-
lating to their ownership of land and axisting buildings - to0 be an
institutional or notional resident unit of the country in which the

land or building in question are located.
THE INSTITUTIONAL UNITS

212.- Definition : In general, a resident unit is said to be institutional,
if it keeps a complete set of accounts and enjoys autonomy

of decisions in respect of its principal function.

- In order to be said to keep a complete set of accounts, a unit must
keep accountihg records covering all its economic and financial trane-
actions carried out during the accounting period, and also a balance

sheet of assets and liabilities.

- In order to be sald to engoy autonomy of decision in respect of its:

R

pr1nc1pa1 functlon, a unlt must be free to declde, w1th1n the insti-
tutional framework within which it finds itself, how to make use of

its own current resources, capital resources and financial resources.

213. Given these criteria, the following principles apply whenever entities

do rot clearly possess the’ %wo charac%erlstlos ‘of an 1nst1tut10na1 unit

a) households, which always possess autonomy of decls1on in the exer-
cise of their activities, must be institutional units, even though
they do not keep a complete set of accounts

b) entities which domtkesp a complete set of accounts are combined
-with the institutional units in whoge accounts their partial accounts
are embodied

c) entities which, while keeping a complete set of accounts, have no

autonomy of decision in the exercisé of theif principal function,
are combined with the units which éohtrol them’

d) entities which satisfy the definition of an institutional unit are

treated as such, even if they do not publish their accounts in any form
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e) entitles formlng part of a group of enterprises and keering a COMl
plete set of accounts are deemed to be institutional unjits even if
they have surrendered part of their autonomy of decision to the cen-
tral organisation (the holding company)lrésponsible for the general
direction of the'gfoup; the holding combany itself is deemed to be

an institutional unit distinct from the units which it controls.

Notional resident units are defined as :
- those parts of non~-resident units which have a centre of interest,

that is which carry out economic transactions for a period of a year

or more, on the economic territory of the.country;

- non-resident units which are the owners of land or existing buildings
on the economic territory of the country, but only in respect of

transactions affecting such land or buildings.

Notional re31dent unlts, even if they keep only partial accounts, and

althongh, 'ifi’ general, they may not enjoy autonomy of decision, are

treated as institutional units.

Where an institutional unit carries out transactions involving redistri-

. bution of income or financial transactions on behalf of another insti=

tutional unit, these transactions should be shown once only, in the

accounts of the latter.

In conclusion, the following are deemed to be institutional units s

- units which have a complete set of accounts and autonomy of decision :

a) private and\public companies, pubiic oorpérations

b) co-operatives or partnerships recognized as independent legal
entities

c) public enterprises which by virtue of special legislation are re-
cognized as independent legal entities : ' '

.4) non-profit institutions recognized as -independent legal entities

e) agencies of the general government.

- = uhits which have a complete set of accounts and whlch. by convention,

are deemed to have autonomy of de0151on :
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f) quasi-corporate enterprises : sole proprietorships, partnerskipe,
public enterprises, other than those shown under a), b) and c),
80 far as their economic and financial behaviour can be separated
from that or their owners and resembles that of corporate enter=
prises (see 222 e¢), 225 e) and 235 e)).

~ units which do not necessarily keeﬁAQ:pomplete set of accounts,

hut which are deemed to have autonomy of decigion 3 ..

. &) households
h) notional resident units (see 214).

THE INSTITUTIONAL SECTORS

217. The need for aggregation means that it is impossible to consider:in-
dividual institutional units separatély; the latter must be¢ -combined

into groups called institutional sectors or simply sectors, which may

in turn be subdivided into sub-sectors.

The ESA distinguishes.the following sectors and sub-sectors (1) :

éectors and sub-sectors . T Code

Non-financial corporate and quasi-corporate .enterprises @ 510

- | Credit institutions (1) eeveeeescsecsesscescescscenesss 5S40
Central banking authorities eceecsscesssessccsssscsass S41
Other monetary institutions eseeeseseccecesvcseccacsnns 542
Other crédit institutions tetessesssessenncsssensasss 843

Insurance enterprises (1) sesessessssssccsssecssssscses S50

1 General government ......;...........w.,..,............ " 860
Central government .eeeescecessecsscescadsccsscsvasce S61
Local government eeeecesscsccsscssccsccasooncascncsnse S62
S0cial SecUrity FUNAS eeeeocccsssessossacancsssncacss S63

Private non-profit institutions serving households .... ~ S70

HOUuSEhOldS seeeessvecsaccsssscnsosccosssncssrsevasssaces  S80

Rest O the WOTLd seeeveocasoasssasasosnsacsroaisssases  S90
Member 6ountries of the Eurbpéan Communities seeee 591

Institutions of the European Communities secececcssss §92:

Third countries and International Organisations ..... S93

(1) In the tables referring to financial transactions, the sector credit institu~
tions and the sector insurance enterprises are further aggregated into a super-

sector called credit institutions and insurance enterprises 8s).
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Each of tie sectors and sub-sectors groups together the institutional

units with a similar type of economic behaviour.

The institutional units are grouped in sectors on the basis of their
principal fursiion, this being considered as representative of their
economic, behaviour; if the. principle function of the unit is not evi-
dent, 1t 1s clarlfled oy reference 16 the principal-resources of the
unit. A sector is d1v1ded 1nto sub-sectors according to the criteris
relevant to that sector; this permlts a more precise description of

the economic behaviour of the unlts.

The accounts for sectors and sub-sectors record all the activities,

whether primary or secondary, of the institutional units covered.

219. When_?he principal function of the unit is'te produce goods and serne
-vices, it is necesea;&,"fn deciding the eector to which it should be
allocated, to distihgﬁieﬁ first of all whether the goods and services
are market, that is to 'say, sold on the market, or non»market, that is

.%o say, dlstrlbuted free of charge or virtually free of charge.

o o

-
Ce

The following conventlons are adopted to dec1de whether products are

market or non-market

e) the'breduétion'of goods is always deemed to be'markeﬁ production
b) the production of certain services (see 308 a) is always deemed
to be market production :
) the production of certain services (see 313 a) is always deemed
to be non-market production
d) the producticn of certain services (see 308 b) and 313 b)) is deemed :
- to be merket production if the resources of the producer unit are
mainly (1) derived from the sale of its production at a market
‘price, whatevér thig price may be called in practfce :
- selling prics, inclusive chargs ;
- ”ee;'fé%e, toll, aduty
. vo}untary or compulsory’ cont~ibutions of a quasi—fiscal nature

b

levied on enterprises by units whose principal ectivity is %o

resﬁef them ser—ices in exchange (see 308 b)

Y

(1) *Mainly™ must be understood to méan about 50 % or- more- ef-the total cur—
+ . rent resources.
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- to be non-market productlon if the resources of the producer

unit are malnly (1) derived from other sources than the sale

of production, i.e. from public transfers, voluntary contribu-

tions from households in their capacity as consumers, or from

property income (see 313 b).

220.

The following table shows fﬁe principal functions and the nature of the

principal resources which are characteristic of each sector :

Sector

Type of économic behaviour

Principal function

Principal resources

Non-financial corporate
and quasi-corporate entere
prises (S10) (see 221)

To produce goods and
non-financial market
services

Receipts from sales

Gredit institutions (8540)
ee 224)

To fihance, i.e. to col-
lect, convert and
distribute available fund§

‘Funds derived from liabi-

lities incurredjinterest

Insurance enterprises §50)

{see 234) L

lvert individual risks

To insure, i.e..to con-

into collective risks

Contractual premiums

_General government (S60)

(see 239)

To produce non—market
services for collectlve
consumption and to carry
out transactions inten-
ded to redistribute nae
tional income and wealth

Compulsory levies on
units in other sectors,
received directly or in-
directly

Prlvate nonuproflt in-
gtitutions serving house-

To produce non-market
gervices for particular

‘1Voluntary contributions
fmade by households in

- a8 consumers

-~ as entrepreneurs

(see 243)

To consume

To preduce non-finan-
cial market goods and
services

1 holds (s 70) groups of households their consumer capacitys
(see 246) ' ' income’ from property
Households (S80)

Remuneration of factors
of productiong
transfers from other
sectors

Receipts from sales

Rest- of -the world. (S90)
(see 252)

_|This sector is not charactérised by a principal

function or principal resources; it groups to-

' |gether non-resident units

in so far as they carry

out transactions with resident institutional units

(1) "¥ainly"® must be understood to mear sbout 50 %’or more of the total current

resources.
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Non-financial corporate and guasi;corgorate enterprises (S 10)

221, Definition :_The sector non~financial corporate and quasi-corporate
enterprises“(sllo) consists of enterprises which are in-
stitutional units:- i.e. enterprises whose financial
iransactions and transactions relating to distribution
of income are separated from those of their owners - and
whose principal function is to produce goods and non-
"finagncial market sémvices. The principal resourdes of
these units are derived frem the sale of their production,

.whatever the price charged may be called. (see.219 .d)..

222. The institutional units included in the sector 3 10 are therfollowing :

: a) priviite companiss, public companiés and public corporations whose
prznc;pal function is to produce goods and non-f1nanc1a1 market
services

b) eeaoperat1Ves aﬁa-fefﬁﬁershlps recognlzed as 1ndependent 1ég51 en—
tltles whose pr1nc1pa1 funct1on is to produce goods and non-finan—
.eial. market,serv1ces” wrn o me e v et ve e e R

c),public;enterpr1ses, which by virtue of special legislation are re-
coénized as independent legal enéities, whose principal function is
to produce’goods and. non-flnanclal market services ;

d) non-profit; 1nst1tut10ns or associations serving enterprises reoognlzed

R - Y- 1ndépénden% legal erititicy vwhose principsl- funcfldn 1e %b prbduce
goods and non-financial market serv1ces (1) '

e) nOn—flnan01al quasi-corporate enterprlses : L
.In .general,. sole proprietorships, .partnerships.and publlc enter-

prises other than those included under a), b) and c), even if they
.keep a complete set of accounts, are not institu%ional units because
they do not enjoy autonomy of decigsion, their management being under
the control of the households or gévernments which own them.
However,:where these units have a complete set of accounts and are

e YETY, dmportant at local lewel, it is recognized.that their economic

and - flnanclal behaviour can be distinguished from that of” theilr

owners and resembles that of compahies. Units of this kind, whose

(l) Inaludlng 1nsﬁ;tutlona financed by.voluntary or compulsory. contrihutions
of a quasi-fiscal nature, these contributions being considered as purchases
of market services (see 219 d). R

Y
i
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brincipal function is to produce goods and non-financial market
- servicee, are treated as institutional units and called non—
financial quasi-corporate onterprises o
f) holding companies diféqting a group of companies the majority of
which are classified as non-financial corporate and quasi-corporate
enterprises
g) notional resident units which are producers of goods and non-financial

market services.

The ESA provides for the breakdown of the sector non-financial corporate
and quasi-corporate enterprises into sub-sectors; these will be defined

at a later stage.

Credit institutions (S 40)

Definition : The sector institutions' (S 40) consists of all institutional
units whose principal function is finance, i.e. which col=-
lect, convert and distribute available funds. The main re-
sources of these units consist of funds derived from lia-
bilities incurred (demand and time deposits, cash certifi-

" cates, bonds etc.) and of interest received. ‘

The ingtitutional units comprising the sector S5.40 are the following :

a) private companies, public companies and public corporations which are

principally engaged in finance

.b) co-operatives and partnerships recognized as independent legal entities

which are principally engaged in finance

¢) public-enterprises, which by virtue of legislation are recognized as
independent legal entities, which are principally engaged in finance

d) non-profit institutions recognized as independent legal entities which
are principally engaged in finance - '

e) quasi-corporate credit institutions :

As the activity of institutions which are principally engaged in

finance is subject to reguldtiths, they are deémed, whatever their
‘importance, always 3¢ have autonomous menagement, in&épendeht‘of
their owners: Their economic and financial behaviour is similar to

- that of corporate credit institutions. It is for this reason that all
sole proprietorships, all-partnerships and all public enterprises
other than those mentioned under a), b) and c), with a complete set
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of accounts, which are principally engaged in finance, are treated

ag institutional units under the name of guasi-corporate credit

ingtitutions

B A R T PRI v " “

f) holding companies directing a group of companies the majority of
which are classified as’ oredit institutions.

226, In the.tahles of financial transactions the sector S 40 is sub-divided

into three sub-sectors :

- central banking authorities (S 41)
- other monetary institutions (S 42)
- other credit institutions (S 43).

Central banking authorities (S 41)

227. Definition : The central banking authorities consist of 2ll central
: agenciesfwhése bfincipal'function is to issue legal tender
k ahd/or’tovbe feénohéible'for maintaining the internal and

external value of “the’ natlonal currency by appropriate

1ntervention. ’

228, The institutional units included in the sub-sector S 41 are the following :

a) the central bank ,

b) central monetary agencles, essent1a11y of publlo origin, (e.g. agencies
managlng the forelgn exchange, agencies operatlng with a view to sta-
bilizing the bond market or influencing the money supply), provided
they keep a complete set of accounts and are autonomous in relation
to the central government. In practice, most of the general governw
ment agenciés ehgaged in monetary activities are not institutional
units; it is for this reason that thé issue of currency by the State,
its transactions with the IMF and its manageméﬁt of portfolio invest-
ments designed to 1nf1uence the money supply, remain assigned to the
sub-sector central government (s 61)

_ Other monetary institutions\(s 42)

229. Definition : The other monetary institutions -densist -of credit institue
S - {ions, an important part of whose liabilities towards the
" non-banking sector are in the form of transferable demand

“deposits, and also their céentral clearing institutions.
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On the basis of this definition, the main units included in this sub-

sector are the following (1) :

a) clearing banks

b) regional and local banks

c) popular banks

d) credit co-operatives

e) certain savings banks (see 232 g)

) post office giro agencies (2).

Other credit institutions (§ 43)

Definition : The other credit institutions consist of those credit
institutions which are not classified as belonging to

either of -the two previous sub-sectors.

On the basgis of this definition, and by reference to the composition

of their liabilities to the non-banking sector {transferable demand

_deposits must not constitute an important part of these liabilitiss)

the following units, in particular, will be classified in this sub-

sector :

a) certain savings banks : the nature of the liabilities of these in-
stitutions is generally characteristic of other credit institutions.
However, if it happens that a large part of their resources consists
of transferable demand deposits made by customers other than banks,

they must be classified with other monetary institutions (S 42).

. Furthermore, if deposits are accepted on behalf of another unit, such

transactions must be included with the transactions of the agency on

whose behalf they are carried out..

(1) Not all these types of institutions are found in every country.

(2) If the post-office giro agencies are not institutional units, they remain

part of the post-office and are to be included with the latter-in the sector
non-financial corporate and quasi-corporate enterprises (S 10).

However, if the financial transactions relating to the giro service are car-
- ried out on behalf of the Treasury (sub-sector central government S 61), or
on behalf of an agency which, though not an institutional unit, is itself
part of the Treasury, these financial transactions are included only in the
financial accounts of the -sub-<sector central government, under the rule con=

. cerning transactions carried out on behalf of another (see 215).
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b) hire-purchase and other consumer credit institutions

c)
d)

£)
g)

building societies or cther mortgage credit institutions
agricultural credit agencies (local, regional and central) : all
these agencies possess resources which are essentially financial, -
even if the resources of certain local agencies are primarily
monetary .

investment companies : these are institutional units whose principal
function is to convert into financial investiments the funds entrusted
to them for that purpose without seeking, as in the case of holding
companies, to maintain control of the enterprises jin which they have
acquired interests ‘

building and loan associations

those security brokers and dealers principally engeged in provinding

finance.

The following are not part of the credit institutions sector (S 40) :

a)

those security brokers and dealers who dc not incur financial
ligbilities towards their clients because their principal activity
is the selling of a service by acting as an intermediary between
buyers and sellers of securities. They must be treated as non-
financial enterprises and classified, according'to their characw
teristics, in the sector non-financial corporate and quasi-corporate
enterprises (S 10) or in the household sector (S 80)

agencies which endorse billé : their principal function is to
guarantee by endorsement bills intended for discounting. These
units are included according to their characteristics in the sec-
tor non-financial corporate and quasi-corporate enterprises (S 10)

or in the sector general government (S 60).

e - e -

Insurance enterprises (S 50)

Definition : The sector insurance enterprises consists of all insti-

tutional units whose principal function is to insure :

i.e. to convert individual risks into collective risks,
which normally involves establishing technical reserves
for insurance (see 569). The pfincipal reéouroes of the

sector come from contractual premiums (1).

(1) Contractual premiums include two elements :
- one which represents payment for the service of jnsurance
- the other which covers the indemnities incurred (see 315 k) note 2 and

453) and the technical reserves for insurance (see 569 %o 579).
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235. . The institutional units included in the sector S 50 are the following :

a) private companies, pﬁbiic compahies and public corporations princi-
pally engaged in insurance S
b) co-operatives and partnerships recognlzed as 1ndependent legal en-
tities which are prlnclpally engaged in 1nsurance
¢) public enterprises, which’ by virtue of speclal levislatlon are re-
cognized as 1ndependent lezal entities, whlch are pr;nclpally en-
gaged in insurance ‘
d) non-profit institutions recognized as independent legal entities
which are principally engaged in insurance
e) quasi-corporate insurance enterprises
As institutions principally engaged in insurance are subject to
regulations, they are deemed whatever their importance, always
:to have autonomous mapagement, independent of their owners. Their
economic and financial behaviour resembles that of insurance com-
panies. It is for this reason that sole proprietorships, parinenre
ships and public enterprises other than those mentioned under a),
b) and c) which keep a complete set of accounts (1) and which
are principally engaged in insurance, are treated as institutional

units and called guasi-corporate insurance enterprises

f) holding companies directing a group of companies, thé majority of

which are classified as insurance enterprises.

236.  The principal activity of these units (life and risk (accident) insurance
' enterprises, friendly societies, autonomous pension funds (2)) is to

administer individual or'group contrac{é? whether or not participation

(1) Since non-autonomous pension funds do not keep a complete set of accounts,
they are not institutional units.

(2) Pension funds are allocated to sectors as follows
Autonomous pension.funds (institutional units)

« if for each insured person the premium is proportional to the risk insured,
autonomous funds are to be classified in the sector insurance enterprises (S50)

« if the premium is applied to the insured persons without reference to their
individual exposure to risk, autonomous funds must be classified in the seo~
tor gemeral government, sub-gector social security funds (S 63).

Non-—autonomous pension funds

Since there is no complete set of accounts, they are not institutional units

and remain part of the institutional unit which set them up.

(3) A contract is said to be a group contract if the parties (e.g. insurance
emterpriges on the one side and employees represented by their authorised
agent on the other) are bound solely by the contractual obligations entered
into, even if these are compulsory for all the parties represented by the

agent.
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results from a general obligéiiéﬁ imposed by the gcverﬁment. A con-
tract exists when, in the case of .each isured person, the premium is
proportional to the risk insured ( individuel financial balance). If
the premium is applied to the insured persons without reference to
their individual exposure to risk (collective financial balance), units
principally engaged in this type of insurance do not belong to the
sector insurance enterprises; but to the sub-sector social security
funds (S 63) (see 245),

Ineﬁrance brokers are not part of the insurance entefprises sector,

as their main activity is to provide a market service as intermediaries
between insurance enterprises and insured persons. They must be treated
a8 non-financial enterprises to be classified, according to their
characteristics, in the sector non-financial cofporate and: quasi-
dorpbrate enterprises (5 10) or in the households sector (S 80).

The ESA does not at present envisage a breakdown of the sector insurance

enterprises into sub-sectors.

General government (S 60)

Definition : The sector general government (S 60) includes all insti-
’ tutional unite whose prineipal function is to produce
non-market services intended for collective consumption
and/or to redistribute national income and wealth. The
main resources of these units are derived directly or
indirectly from compulsory payments made hy units be-
longing to other sectors. . S

The institutional units included in the sector 8 60 are the following ¢

a) gonerel government agencies (exoluding public enterprises
established as public corporations or} by virtue of special legis-
lation, recognized as independent legal entities, or classified
as quasi~corporate enterprises) which administer, finance and are
accountable for a group of activities, principally of a non-market
nature, carried on for the benefit of the commnity, |
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b) non-profit institutions recognized as independent legal entities
whose prinéiﬁal function is %o produce non-market services and
whose main resources, other than the proceeds of sales, are derived
from payments made by the government departments specified in a)
above ' ]

¢) autonomous pension funds, if the premium charged is not based on

the individual exposure to risk‘(see 236 and 245).

241. The general government sector is divided into three sub-sectors :

~ central government (S 61)
- local government (S 62)

- social security funds (S 63).

242. Central government (S 61)

Definition : The central government sub-sector includes the administra-
tive departments of the State (1) and other central
agencies whose competence extends over the whole economic

4 territory, with the exception of the central administration

of the social security funds. .

243. Local governmenf (s 62)

Definition : Local government includes those types of public administra-
tion whose competence extends to only part of the economic
territory (1), apart from local agencies of the social

security funds.

244. Social security funds (S 63)

Definition : Social security funds include all central and local in-
stitutional units whose principal activity is to provide
| social welfare benefits and whose main resources are de-
rived from compulsory social.welfare contributions paid

by other units.

245. This sub-sector includes, in particular, autcnomous pension funds and
other insurance institutions whose premiums are fixed without reference

to the individual exposure to risk of the insured persons (see 236).

(1) The central administration of the Lander of the Federal Republic of
Germany are partof the Central” ‘goveiniient sub-sector and not of the
Local government sub-sector.
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Private non-profit institutions serving households (S 70) (1)

Definition : The smector pri&éte non-profit institutions consists of
‘ private institutions gerving households and recognized
a8 separate legal entities which are principally engaged
in producing non-market services intended for particular
| groups of householdss their main resources, apart from
those derived from occasional sales, are derived from
voluntary contributions from households in their capacity

as consumers, and from property income.

Where these institutions are very unimportant, they are not included
in this sector, their transactions being consolidated with those of
households (S 80).

The ESA does not at present envisage the subdivision of this sector

into sub=sectors.

The hoﬁéeholg sector (S 80)

Definition : The sector households (S 80) covers households in their
capacity as consumers and, occasionally,as entrepreneurs
whenever, in the latter case, the income or financial
transactions reiating to the business cannot be separated

from those of their owners.

The households sector includes :

a) all households in the sense of individuals or groups of individuals,
congidered as consumers, whose main resources are derived from the
remuneration of factors of production and transfers received from
other sectors

b) individual enterprises, and partnerships not recognized as indepen-
dent legal entities, provided the latter do not keep complete ao-
counts or, if they do, are not very important at a local level
(see 222 e, 225 e, 235 e); their principal function is to produce
goods and non-financial market services and their main resources

are derived from the proceeds of their sales

(1) The term private non~profit institutions will be subsequently used as an

abreviation for private non-profit institutions serving households.”

A
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c) private non-profit institutions serving households not recognized
as independent legai entities, together with those recognized as
independent legal entities but which are very unimportant (see 247).
The main resources of these institutions come from'voluntary con-
tributions from households, considered as consumers, and fromvprc-

perty income.

The ESA envisages the subdivision of this sector into sub-sectors;

thesa will be defined at a later stage.

Rest of the world (S 90)

Definition : The rest of the world (S 90) is a sector without any
characteristic functions and resources; it consists of

non~resident units in so far as they are engaged in

_transactions with resident institutiomal units. Its
accounts give an overall view of the economic relations
iinking the nationel oconomy with the rest of the world.

It should be noted that the rule whereby the accounts for the rest
of the world include only transactions carried out between resident

institutional “units and non—re51dent unlts, is subJect to the following

exceptions

a) the services of trahsport'and insurance prcvided by resident units
in respect of imported goods are shown in the rest of the world
accounts with c.i.f. imports, even thoﬁgh they are produced by

resident units (see 384)

b) industrial gold, whenever it is sold on the financial market of

the country by one resident to another becomes financial gold
(see 510) and gives rise to the recording, in the rest of the world
accounts, of an 1ncrease in the gold reserves and, also of an 'export
of 1ndustr1al gold. Similar accounting procedures are followed,
but in the reverse direction, whenever a transaction between resi-
dents results in the transformation of financial into indusirial
gold ' ,

c) transactlons in forelgn assets bethen residents belonging to dif-
ferent sectors are shown in the detalled financial accounts for the
rest of the world° although they do not .affect. thq country's finan-

clal p031t10n vis-a-vis the rest of the world, they affect the
financial position of individual sectors with the rest of the world
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d) transactions in the country's lisbilities between non-residents
belonging to different geographical zones are shown in the rest
of the world accounts, broken down geogfaphica11y§ although these
transactions do not affect the country's overall liability to the
rest of the world, they affect its liabilities to different parts
of the world. ‘

254.  The sector rest of the world ie subdivided into :

- the member countries of the European Communitiesjy the Federal Re-
public of Germany, France, Italy, the Netherlands, Belgium, and
Luxembourg (8 91) '

- the Institutions of the Buropean Communities (s 92)

- third countries and international organisations (S5 93).

Sectoral clagsification of standard legal types of producer units

255. The following paragraphs summarise the principles underlying the
classification of producer unites into sectors using the standard
terminology for describing the main types of imstitutions.

256. Private companies, public companies and publi¢ corporations are

classified as follows :

&) those principally engaged in the production:of goods and non=
financial ‘market services : in the sector S 10, non-financial
corporate and quasi-corporate enterprises (see 222 a)

b) those principally engaged in finance : in the sector § 40, credit
ingtitutions (see 225 a)

c) those principally engaged in insurance : in the sector S 50, in-
surance enterprises (see 235 a).

257, Co-operatives and partnershins recognized as independent legal entities

are classified as follows :

a) those principally engaged in the production of goods and non-financial
market services : in the sector S 10, non-financial corporate and
quasi~corporate enterprises (see 222 b) ‘

b) those principally engaged in finance : in the sector S 40, credit
institutions (see 225 b) . ‘

c) those principally engaged in insurance : in the sector S 50, ine
surence enterprises (see 235 b).- '
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258. Publicventerprises, which by virtue of special 1egislétion, are

recognized as 'independent legal entities are classified as follows :

a) those principally engaged in the production of goods and non-
financial market services : in the sector S 10, noh~financial
corporate and qgasi-corporate enterprises (see 222 c)

" b) those princiﬁelly engaged in finance : in the sector S 40, credit
institutions (see 225 ¢)

c) those principally engaged in insurance : in the sector S 50, in-

surance enterprises (see 235 c¢).

259. Public enterprises not recognized as indepeﬁdént legal entities are

clasgified as follows ¢

- if they are quasi-corporate (see 216 f) :
a) those principally engaged in the production of goods and non-
financial market services : in the sector S 10, non-financial
. corporate and quasi~corporate enterprises (see 222 e)
b) those principally engaged in finance : in the sector S 40,
credit institutions (see 225 e)
c) those principally engaged in insurance : in‘the seetor S 50,

insurance enterprises (see 235 e)

s if tﬁey are not quasi-corporate : in the sector S 60, general govern-
ment, as they remain an integral part of the units which control

them (see 240 a).

260. Non-profit institutions (associations, foundations) recognized as

independent legal entities are classified as follows :

a) those principally engaged in the production of goods and non-
financial market services : in the sector S 10, non-financial cor-
porate and quasi-corporate enterprises (see 222 4)

b) those principally engaged in finance : in the sector S 40, credit
institutions (see 225 d)

c) those principally engaged in insurance : in the sector S 50, in-
surance enterprises (see 235 d)

d) those principally engaged in the producfion of non-market services :
- in the sector S 60, general government, if their resources come

mainly from the departments of general government (see 240 b)
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- in:the sector S 70, private non-profit institutions, if their
resources, .other than those derived from. occasional sales,
come mainly from voluntary contributions made by households, in

their capacity as consumers, or from property income (see 246).

261. Sole Erogrietorsgigs and Bartngrehips'not recognized as independent

legal entities are classified as follows

- if they are quasi-corporate (see 216 f) @

a) those principally engaged in the production of goods and non-
financial market services : iﬁ the sector 5 10, non-financial
corporate and quasi-corporate enterprises (see 222 e)

b) those principally engaged in finance : in the sector S 40,
credit institutions (see 225 e)

c) those principally engaged in insurance : in the sector § 50,

insurance enterprises (see 235 e)

-~ if they are not quasi-corporate they are classified in the sector
S 80, households (see 250 b).

262. Holding companiesg (i.e. companies which direct a group of companies )
are oclassified as follows :

a) in the sector S 10, non-financial corporate and quasi-corporate
enterprises, when most of the companies which they control are
clagsified in this sector (see 202 f)

b) in the sector § 40, credit institutions, when most of the companies
which they control are classified in this sector (see 225 f)

'c) in the sector S 50, insurance enterprises sector when most of the
companies which they eontrol are classified in this sector (see 235 f).

263. The accompanying table illustrates in eohematlc form the various

cases which are enumerated above.,



- 47 -

SECTORAL CLASSIFICATION OF PRODUCER UNITS FOR MAIN STANDARD LEGAL FORKS OF OMNERSHIP

05,59/1-E

PRINCIPAL FUNCT ION

THE PRODUCT ION OF NON-MARKET SERVICES

Holding companiecs

g;incipa] function, but on that of the majority of companiss controlled by

em : they should be allocatédx
r

rate or i~corporate enterp
(see 225???5

as appropriate, to S10 nari-financial corpo~
ses (oo 2226). $40 credit institutions
$50 insurance enterprises (ses 235f).

ervise, principal resources) Compulsory " Voluntary contributions
THE PRODUCT ION OF GOGDS AND Payments mads by hoseholds,
NON-FINANCIAL MARKET SERVICES FINANCE INSURMNCE nade by the n thelr copacity as
otfier units | consumers, and from
STANDARD LEGAL DESCRIPTION ! property fucone
Rrivate qompanies, public companies S10 non-financlal enterprises, S40 eredit $50 insurance sﬁ
and public corporations corporate and quasi-corporate institutions enterprises ) '
(see 222 a) (see 225 a) (see 235 a)
Co-operatives and S10 non—financial enterprises S40 credit $50 insurance i . —
partnerships recognized as tndependant corporate and quasi-~corporate institutions enterprises ‘
legal entitics {see 222 b) (see 225 b) (see 235 b) 3 -
Public enterprises which by virtue of specjia’l .1 S10 non-financial enterprises, S40 credit 850 insurance i
legislation are recognized as adupeadant corporate and quasi~corporate institutions " enterprises
legal entities (see 222 ¢) {see 225 c) {see 235 ¢) "
Puolic enterprises | those with the S10 non-financial enterprises S40 credit S50 insurance
not recognized as characteristics corporate and quasi-corporate institutidns enterprises =
‘ndepandant Tegal | of quasi~corporate (see 222 €) (see 225 €) (see 235 ¢)
entities enterprises .
$60 general
the rest ’ gdvernmenit
, [ (§es 240 a)
Non-profit institutions. recognized as S10 non~financial enterprises Sk0 credit "850 insurance $60 gere ral $10 private non~profit
tndependant legal ontities corporate and quasi~corporate institutions enterprises government institutions (see 246)
(see 22 d) (see 225 d) (sec 235 d) (see 240 b)
Partnerships not those with the S10 non-financial enterprises S0 credit S50 insurance
recognized as characteristics of corporate and quasi~corporate institutions enterprises
independant legal - | quasi-corporate (see 222 ¢) {ses 225 €) (see 235 €)
-entities enterprises :
-Sole proprietordﬂps $30 houscholds
the rest - . :
{sce 250 b) .
The scctoral classification of these inits Is not based directly on their
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UNITS OF Homocmoﬁs PRODUCTION .A.ND BRANCHES

In order to analyse flows occurrlng in the. process of productlon and
in the use of goods and services, 1t ig necessary to choose unlts

which bring out relatlonshlps of a technicoweconomic kind.

Units of homogeneous production are .intended to meet this requirement.

The unit of homogeneocus production

T

Definition : The charscteristics feature of a unit of homogeneous
production is a unique activity which is identified by
its inputs, a particular process of production and its
outputs. The products which constitute the inputs and

. outputs are themselves distinguished not only by their
physical characteristics and their degree of processing
but also by the technique of production used. The inputs
and outputs can be identified by reference to a classi-

fication of products.

The unit of homogeneous production may correspond to an institutional
unit or a part thereofy on the other hand, it can never belong to two.

different 1nst1tutlona1 units.

In practice, most producer units are engaged in a combination of'acti-
vities at the same time. They may be engaged in a principal actlvity, ‘
some secondary activities -.namely, activities appertaining to other
branches -~ and some auxiliary activities such as administration, pure
chase, sale, storage, repairs; etc. (1). If a produéer unit -contains

a principal activity and also one or several secondéry activities, it
will be aubdivided into the same number of units of homogeneocus pro=-
duction, and the secondary activities will be classified under dfffe—
rent headings from the principal activity. dn the other hand, the
auxlllany act1v1t1es of the producer unit are not separated from the

prlnclpal or: secondary activities.

(1) A productive activity must be considered as auxlllary if it satlsfles the
three following conditions :
a) it produces services
b) by its nature, it occurs with varying degrees of importance 1n every

producer unit -
c) it provides services only for that particular producer unit.
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The branch’

Definition : The branch consists. of a grouping of units of homogeneous
production. Thé set of activities covered by a branch is
identified by reference to a product classification. The
branch produces those goods and services specified in

© "the” él‘assifica‘&torik ‘prociﬁceS"all' the products specified

and only those pfodﬁcts.

At the level of the national economy, the entire set of units of homow
genebus production,“whiéh”are grouped into branches,

cerresponds to the entire sef of institutional units, which
are grouped into sectors. This means that unit of homogeneous produc-—
tion is considered as a resident unit, when the national economy is
subdivided into sectors, in as much as a unit of homogeneous production
corresponds to a resident institutional unit or to a part of such a
unit (see-212, 214). ‘

Branches are units of analysis which cannot usually be observed di-
rectlys data collected from the units used for purposes of sgtatistical

enquiries have to be reconstitued to form the branches.

Branches mgy be classified into four categories :

a) branches producing goods and market services : namely, market

branches

- b) branches producing the non-market services of-genéral government

namely, non-market government branches

c) branches producing the non-market services of private non~profit
institutions : namely, nonwmarket private non-profit institutions
branches

d) the branch consisting of non-market services produced by house-

holds : namely, domestic services.

et e e

~The_market branches consist of all units of homogenegusibréductioﬂ'of

whatever institutional sector, whiech are entirely engaged.in the pro-
duction of gocds and market services. Acti%ities within the sectors
general government or private non-profit iﬁstitutions, which coﬂsist
of producing goods and market services (including those intended for

themselves), constitute units of homogeneous production and should
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be classified in some market branch or other (1). ..

The non-market government branches consist of all units of homogeneous

production in the sector general government'which produce non-market

services (see 312, 313).

The non-market private non-profit institutions branches consist of

all units of homogeneous production in the sector private non-profit

institutions which produce non-market services (see 312, 313).

' The branch non-market domestic services consists of the productive

activity of households in so far as they are employers of paid domestio
staff.

THE CLASSIFICATION OF BRANCHES

The classification of branches used in the input-output tables is
based on the NACE - that is, the version used for the establishment
of the input-output tables (NACE/CLIO) - each branch corresponding

to one or several groups of the NACE.

The NACE/CLIO, which is the version of the NACE used for the inpute
output tables, is a classification of mutually exclusive activities

applied to the units of homogeneous production.

Bach group of the NACE/CLIO (2) is defined as follows

- in the case of goods, by reference to the NIMEXE (Harmonised W -
Nomenclature for the foreign trade statistics of the EEC.countries)

- in the case of services, by the listing given in the NACE/GEN (the

version used for the collection of basic statistics);

(1) Very occasionally, the non-market branches of government and private

non-profit institutions may sell market products to the other branches,
but only exceptionally (see 314 and 616).

(2) see the special issue NACE/CLIO (1970).
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OTHER GROUPINGS OF UNITS

In the tables of financial transactions, another grouping, called

financial intermediaries, has been utilised as well.

This groopigconsists of all institutions whose principal or secondary
function is finance and which keep complete sets of accounts relating
to their financial transactions. This makes it possible to bring to-
gether in a single table all transactions of a financial nature which,
in the basic accounts, are distributed over several sectors because

of the institutional criteria used (see table 19).
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CHAPTER III

TRANSACTIONS IN GOODS AND SERVICES-

Transactions in goods and services arye those directly inwvolved in the

production process of resident economic units which gives rise to Gross

Domestic Product; and those relating to external trade and the use of

goods and services,.

ﬂisfinguishés '
The B3A - --- the following trdnsactions in goods and services 3
Transactions Code
“Mt}l\l‘t of gOOdS. é:hd'SeIViOGS‘;'.i;...-‘......';o-b.--u-.ooo P10
@ﬁ‘bput Of gOOdB B0 CNELPR0SICEININEIONILNLIBIEIBPOIERELIOTSETE Pl1l
Output- ‘of market services other than the 1mputed
Onput of bank SeI'V’lces ®eseessssesctssesenas P12
Imputed owhout of bank SETvicesS ceceesvsepecscnsscersnse P13
Qu‘br)ut of non-market services P E0ENINEPOEISIREICEITOIRRES P14-
Intemediateé,consumption Pe900eRReeOc B LB IROBPsNROIPOORBOIOEIDOIDTS P20
Final Conswnption\gs-uooocycco-t’oooooo-.-00oocq.aoq'-o-oconocoo PSO
Final consumption of resident units on-the economic
territory N R R P31
Final consumption of resident héusehclds in the rest
of the WOrld G EP I NBODOSSO0EEPEPNO DGO REINCECOEDPOIIES P32
Final consumption of non-resident households on the
economic territory oodbi'oa’-oooona-o‘o‘o-ocoo;ooo-mo P33
Final national consumption (P31 + P32) eoseeeososescescassaes |P3A
Final “consumption on the econdmic territory (P31l + P33) .se.. |P3B
CGross capl'ba.l formation enececccsesscesccsevescoireansvcesone P40
Gross flxed- Ca.pltal fOImatlon. Seccorsersrasesaecesnser e P41
Change ln StOCkS ..oocoo.voo.no-oooo.oonoo-ooono-oooooo-ooo P42
EXports of gOOdS and services 0000000000000 80RNOERIGOIIIEOTILES P5O
Expor'ts of gOOdS o.ooo-.oo-o-uadoonsacooopoooono-do-ooooooo P51
E‘xpor‘ts OfuserViQes R A R Ry Y N P52
Impor'ts of goods and seI’Vices BP 20000000 0800000000CISRORSIGCRSS P60
ImpOrts of gOOdS 00000 C e 0PRE000000R0Es 0600000000008 GGRIBIRES P61 g
B 'ﬁnpor‘ts of services ao-o.uoc.-o.ooo-cao.oacooo»0-0..-.-;..- P62 }
Net purChaSes thnd and In‘tamglble assets o.'. .'oo.o::loo.--nv P70
Net purChases of la-nd @800 L0000 0000000000000 0ceRosssssss P71
Net purchases of intangible assetsS cecccacscvcoscsossacocns P72
i
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These transactions are recorded in the following accounts of the ESA:

a) the goods and services account (C 0)

b) the production account (C 1)

c) the use of income account (C'4)"

d) the capital account (C 5)

e) the current transactions account of the rest of the world»(C 7).

OUTPUT "~ OF GOODS AND SERVICES (P 10)

Definition : The result of the economic activity of resident units which
consists of producing goods and services during a given

period is termed output -

The total -cutpwt - recorded is that shown in the input-output table
(see 606). This table determines how far, in the ESA, one should show
in t@e accounts thé;,éﬁfﬁut ~..0f goods and servioes which are utilised
within (institutional and homogeneous production) units without passing
through the market.

The‘fqllqwiqg_typeq of wutput - are .distinguished :
= ‘the —outout .~ - of goods (P 11) NN

- +the -owtmrt - of market services (P 12, P 13)

- the —output- - of non-market services (P 14).

Dutouh .~ of goods (P 11)

All goods aré,'hb'cbnvéntion, deemed to be market goods. However, cer-

tain goods which represent a by—product of the - output - . of the non-
market services of genéral,gbvernméﬁt or private non~profit institutions
are not included in the effective " output of goods. These goods ars,
nevertheless, included 'in the distributed output . of goods by means
of transfering their sales value (sée-élG, 617). (For example, the = “°-
cutnut. of timber obtained as a by-product of government road works is
excluded from the-effective ontout but included in the distributed
outrut,. . of the products of foreétr& group.


collsvs
Text Box
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306, The - owtrat* of goods, correésponding o the production of groups
 011-504 of the NACE/CLIO, includes the following itemss
a) the . sutsut of new goods for sale on the market

b) the outsut of new goods for internal oonsﬁmption by institu~—

tional units whose activity spans several groups of‘thenNACE/CLI05~
.and the oyt - of cerbain specified goods- (see NACE/CLIO) for
their own consumption by the groups which produce them
c) the output ~of ‘agricoltural and foed srodusts. for own-neasunt
' "consumptlon by farm households ) ,
d) the output of-agvicultural and food wozmcts for oun-account
consumption by non—farm households

e) the ~—ouwtammt - - - of goods other than agricultural and food
products for own«aooount bonsumptzon by households (1)

f) the OWn—account cntnut of fixed capital goods

g) the ocutpet . of their own goods which producer units furnish to

their employees as a supplement to their rgmuneration.

Oubput - of market sefviéeqv(f 12 and P 13)

« o

307. Market services are all éerv1ces which can be the object of buying and
selling on the market and whlch are produced by a unit whose resources are
malnly(z) derived from the sale of 1ts outnut whatever the price

‘charged may bg ca;led :

-~ gelling prioce, inclusive charge

— fee, rate, toll, duty

-~ volundary payments or compulsory levies of a quasi-fiscal nature made
by enterprises to units whose principal activity is to previde services

in exchange for these payments (see 308b).

R

In addition to services effectiveiy sold on the market, market services
include services produced for internal consumption by institutional units

whose activity spans several market groups of the NACE/CLIO.

(1) The total value of this outub being marginal and impossible to measure
.. statistically in thé member ‘countries of the Buropean Communitiss, it has
been decided not to include it in the accounts.

(2) Kainly must be understood to mean about 50% or more of the total current
resources.
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The - ouivpui~-n of market services is broken down into two operations:

-~ the ‘-output\w‘pf market services other than the imputed -cutput -
of bank services (P 12) o
~ the imputed --output - of bank services (P 13).

©

308. The - outsat-- of market services ofher than the imﬁutéd ~oatnut -~ of
bank services (P 12) includes : ‘

a) the ~outout - of the following services which, by convention,are

always deemed to be market services @
NACE/CLIO: — 610 : Wholesale trade services
- 620 : Recovery services

- 630t Services of commercial intermediaries

— 640 ¢ Retail trade services
- 660 @ Lodging and catering services
- 670 : Repair services

- 710 : Railway transport services
= T20 : Other land transport services

~ 730 3 Inland navigation services

= 740 : Maritime transport and coastal services

= 750 s Air transport services

- 760 : Services of activities associated with transport

- 770 : Services of travel agencies and transport inter-
mediaries, warehouse and storage services

-~ 790 : Communication services

- 810 : Banking and finance services

~ 820 : Insurance services (except for compulsory social
insurance schemes)

- 830 ¢ Services of auxiliaries in finance, insurance and
real estate (except for the renting of own immovable
fixed capital goods) services provided to enter—
prises '

~ 840 ¢ Services of renting of movable goods, -~ ' -~
without permanent staff ~

- 850 : Services of renting of own immovable fixed capital

L 1]

goods
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-92 C 3 H Cleanlng services

‘=93 C'5 3 Private teachers o

~-93 €6 Driving schoqls, fl&igg schools (eiéept for air-
"~ *line pilots) |

- 95 €3 : Doctors' practices

~ 95 C 4 : DPental practices and clinics

- 95 C 5,3 Midwives, independent nurses and the like

- 97 C 1 : Production of films

~ 97 ©2 & Distribution of films

-~ 97 C 3.: Cinema halls

- 97 G 4 : Radio and televisbn

- 97 C 6 : Liberal, artistic and literary professions

- 98 C 1 : Laundries, dyers and cleaners and similar services

-98 ¢c?2 s Hai;dressing and beauty salons

- 98 G 3 : Photography studios

- 98. C 4 : Personal services Ne€,.Ce

b) the outaut‘ of the fOllOWlng services which are deemed to be market
'serv1ces if the resources of the producer unit. come malnly(l, from the
sale of its outouthhv(whatever the price charged may be called ~
gee 307): ‘

NACE/CLIO: - 921 Refuse disposal services, disinfection services and

13

the like .
- 930,: Teaching (except for 93 C 5 and 93 C 6, mentioned in
o 308 a)
— 940 : Research and development

- 950 s Health aﬁd veterinary services (except for 95 C 3,
95 C 4 and 95 C 5, mentioned in 308 a)

~ 962 : Social hospitality _

- §63 : Pfofessionél associations and economic organisations

- 964 s Employers' federations

~ 975 : Entertainments (except for cinema and sport) A .

- 977 lerarles, publlo archlves, mugeums botanical and .
. zoological gardens - ‘ . .

-'978 : -Sports grounds or,ha;ig, sports clubs, and indepen—

dent sports teacheré or'coacheq
- 979,§ Recreatioﬁai servioes;n;e.c:

oo B

(1) "Mainly' must be understood to mean about 50% or more of the total current
resources.



309 - 311 S -5 - . 108/59/T~E

309.

310.

311.

The - -output-n of market services exclgdes H

a) the renting of agricu}turalvland\(farﬁ tenancies, share-cropping)
and of non-agricultural land (see 436 a and b)

b) the renting of infanéibie assefs (patent royalties, copyrights, con-
cession rights) (see 436 o). .

This type of renting is treated not as the -output .-~ of services but as

the remuneration of a factor of production.

The imputed -owiput - of bank services (R 13)

is the -output realised by credit institutions in their capacity as

financial intermediaries; whose function is the collection, conversion

and distribution of financial resources(ll.

The imputed outpet.- of bank services is, by convention, measured by the
excess of the property income of credit institutions (other than inoome
from investment of their own funds) over the amount'éf interest paid to
their creditors.

Although the value of the imputed - output - of bank services can be
measured in this way, it is in practice impossible, at present, to deter-
mine how the use of these services is distribﬁted among the various units
who are the customers of the credit institutions. The imputed' output- .
of bank services is therefore deemed to be wholly absorbed by the inter~
mediate consumption of a special unit. This special unit thus has zero
outout- and an intermediate consumption equél to the imputed producton
of bank services, so that its value added is negative and equivalent to
this imputed output - with the sign reversed. In this way, value added
is reduced in total by an amount which ought to be allocated to the inter-
mediate consumption of the various users of bank services (and’should
therefore be deducted from their respective values added) and to final

consumption(z).

(1) The imputed owkpowt of bank sefvices excludes the - output-- of services
rendered by credit institutions to.their customers and paid for at a market
price. This is included in the -ouninut of market services other than the

imputed omtput. of bank‘services (P 12).

(2) Under this solution, that part of bank services consumed by final users is
also deducted from gross value added so that gross domestic product is thereby
arbitrarily reduced.

o
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Owbout- . of non-market services (P 14)

Nonumarket services are ¢

- the domestlc serv1ces produced for themsélves by households in so far
as they are employers of pald domestlc siaff(l) (see class 99 HACE/CLIO)~
- collectlve serv1ces, i.e. those prov1ded without charge or with a no—

minal charge to the oommunlty or to partlcular ‘groups of households,

The outpuet: — of collective sefvices covei‘s:

a) the following services which, by convention, are always deemed to be

non-~market ¢

NACE/CLIO: - 91 A General administration, national defence

L4

and compulsory social security

-92 A 2 ¢ Administration of cemeteries

- 96 A 1/96 B 1 t Social work

-9 B 5 ¢ Trade unions

- 9% B 6 s Religious organisations, philosophic and

learned societies
-9 A 7/@6 B 7 : Tourist associations, tourist information
offices

-9 B 8 "+ 3 Servicee supplied to .the community n.e.c.

b) the follow1ng serv1ces, which are non-market if the resources of %he
producer unit are malnly(Z) derlved from sources other than proceeds of
sale, 1.e. from the voluntany contributions of households in their capa~

city as consumers, from govermment transfers and from property income:

NACE/CLIO: - 921 : Refuse disposal servlces, disinfection services and
the like

~ 930 ¢ Teaching (except for 93 C 5 and 93 C 6, mentioned in
308 a)

- 940 t Research and developmént

- 950 : Health and veterinary services (except for 95 C 3,
95 C 4 and 95 C 5, mentioned in 308 a)

(1) Domestic services produced by households not employing paid  staff are excluded
from production.

(2) "Mainiy' must be understood to mean about 50% or more of the .total.. current
resources. : -
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- 962 : Social hospitality

- 963 ¢ Professional -associations and economic organisations
- 964 : Employerg' federations A

Entertainments (except for cinema and sport)

- 975 ¢

- 977 s Libraries,, public archives, museums, botanical and
zoological gardens -

- 978 s Sports grounds or halls, sports clubs, and indepen—
dent sports teachers or coaches

~ 979 : Recreational services n.e.c.

Collective services are produced by the non-market branches general govern—
ment or private non-profit institutions according as the institutional pro~
ducer unit belongs to the sector general government or to the sector private

non~profit institutions.

When the non-market branches of general govermment or of private non—-profit
institutions offer the services which they-produce with only a nominal
charge, or when, in the course of producing non-market services they also
occagionally produce goods and market services on a small scale, the amount

received is treated as an incidental sale of these branches (see 616).

Valuation of the -output - of goods and services

The -output .. of goods and market sérvices (other than the imputed = -
entput - of bank services) is valued, for each sector or branch, at ex-
works prices (see 629) subject to the following exceﬁtions and explana—
tions(1):

a) intermediate goods and services produced for their internal consumption
by institutional units are valued at production pri&%s plus any taxes
linked to production which may be incurred on the exchange of these
goods within the unit '

b) the own-account ouwtpurt -~ of agricultural and food products consumed
by households is valued at the production prices of similar products
sold on the market

c) the own-account output - of fixed capital goods is valued at pro-

duction prices

(1) This paragraph applies to the input~output table with transactions valued

at ex-works prices; for the valuation of the input—output table at pro-
duction prices, see 635,
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315 (cont'd)

" ‘@) the -output - of their own goods and servides furnished by producer
units to their emplcyees as a supplement to their remuneration is
valued at production prices - ‘ '

e) recovery material is valued by the difference between, on the one
hand, the value of the goodé recovered and of the material demolished
used by the market branches or exported, and, on the other hand, the
value of the existing goods, including non—durable consumer goods;
surrendered by all units for demolition or scrap (see 618 to 625)

f).servicés produced by retail and wholesale trade are measured by the
trade margins which represent the difference between the value of the
goods sold by tradorsand the value of the goods bought for resale
which are in fact-sold in the relevant- perlod

g) the services of hotels, restaurants and cafes include the value of the

' food; drink and tobacco consumed

"h) services produced by transport are heasured by fares or freight charges

i) services produced by the ownership of‘dwellings are measured by the
value of the rents if rented, or by the value of the rents of similar
dwellings if owner—occupied’ - '

j) sérvices produced by the renting of non~residential bulldlngs are
measured by the value of the rents(l)

k) the services produeed by insurance institutions and pension funds are
‘measured by the excess of the gross premiums earned(z) over the sum
of the following items :
~ indemnitiés due(3):

- suppleméntary payments to‘policy holders in the form of distributed
profits (see 453)

" (1) The value of the notional renting of non-residential buildings directly used
" by the owner units is not taken into. account.

. {2) Premiums éarned are the part of the premiums. paid. intended to cover risks
durlng the relevant perlod.

(3) Indemnltles due are those to which pollcy holders are entitled during the
relevant period. By convention, right to indemnity is deemed to begin from
the same moment when the insured risk ocourse.
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- variations in the actuarial reserves covering current risks and
variations in reserves and in liabilities towards insured parties
with respect to their entitlement to benefits, less:

- imputed interest on liabilities resulting from insurance
contracts (see 432) :
- realised capltal galns which are in fact distributed (see 4112 h).

The value of the imputed ocuiput . of bank services is measured, by

convention, by the excess of the property income received by credit
institutions (other than income from investment of their own funds),
over the amount of the interest paid to their creditors (see 310, 31l1).

The value of the output - of collective services .(non-market) is, by

convention, measured by the costs inocurred, that is to say, by the sum
of the intermediate consumption, remuneration of employees, consumption
of fixed capital and indirect taxes on output paid by general government

and private non-profit institutions,

The value of the _ gutput of domestic services (non—market) isy by

convention, measured by the amount of remuneration paid to domestic
staff employed by households.

The output . of goods and services appears in the following accounts
of the ESA :

- among resources in the goods and services account (C Q)

- among resources in the production account (C 1),

INTERMEDIATE CONSUMPTION (P 20)

Definition : The intermediate consumption of resident producer units re—
presents the value of all goods (other than fixed capital
goods) and of all market services consumed during the course
of the relevant period in order to produce othqr.goods and

services, . -
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For the non-market .branches general government and private non-profit

institutions, intermediate consumption is diminished by the net sales

(or augmented by the net acquiSitions)Aofaexisting consumer goods

Intermediate consumptiodn:includes the .following elements:

a) goods bought on the market and actuallv consumed by the unit which

buys them during the relevant pefiod, i.e. current purchases of goods,
augmented by the value of similar goods withdrawn from siocks existing
at the beginning of the period and decreased by the value of similar
goods added to stocks during the period. These changes in stocks do
not form part-of the intermediate consumption and are treated as ca—
pital formation (see 347). The stocks of goods:held by the non-
market branches of general government relate only to strategic stock-
piles and emergency stockpiles, as well as to stocks held by market
regulatory organisations insofar as these are included the general
government sector; other products are, by convention, consumed imme—
diately:upen purchase ot .
b) services purchased during the relevant period(l) with the exception
ofr - -~ . ‘
~ services connected with the transfer of ownership-of land, existing
uildings, other existing fixed capital goods and intangible assets;
such services are part of gross fixed capital formation
- services of transport and .distribution affecting goods put into
stocks held by the users. Oaly services relating to goods actually
- consumed during the relevant period are counted as intermediate

~,consnmption(2)-

321,
(see 624)..
322,
i
(1)

(2)

The value of insurance services will be allocated among branches or sectors
in proportion to the amount of the gross premlums earned, for each type of
insurance.

In the input—oufpﬁt‘tableé, final uses are valued both at ex-works prices and
at purchasers! prices. When changes in stocks by product are valued at ex~
works prices, the gervices of distrlbution and transport relatlng to products
stocked by the users must be included in the changes in stocks so that the
total of the services may be valued at purchasers' prices,’ ¥hen changes in

. 8tocks are valued at purchasers’ prices the sgrvices of distribution and

" transport are allocated to each of the products to which tiey relate, and

. the total for changes in stocks is identical with that in the table measured
"at ex—works prices (see 636)

. Lo
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o) the goods and market services produced for the intermal consumption by
institutional units whose activity spans:several groups of the NACE/
CLIO (see 608) and. certain goods produced for. their own consumption
within the groups which produce them.

d) the imputed - -cutput of bank services; this is.not allocated to
sectors or branches but is treated globally as the intermediate
consumption of a speecial unit {see 310, 31l).

The following expenditures must, in particular, be included in inter-
mediate consumption:

a) the purchases of goods and services made by producer units and which
benefit the unit as well as its employees, such ass
— allowances or reimbursement ufiemployeea fortravelling, ssparation,
removal and.eptortaimment.expenses incurred in tho:course of
théir duties .

~ expenditurés-on providing amen%t%%s

the place of work, - medical,
examinations, supplying. , working clothes (other than .military
uniforms)
~ currentiexpenditures dewvotad torsportdngor recreationaicfaoilities
intermad for employees
- ourrent oxpenditures on the transport of employees to and from ,
workt organised by the employer
b) the purchases by households of tools, equipment or special clothing
needed for their work
¢) purchases of goods and services made by general government and intended
for the production of non-market services, with the exception of social
welfare benefits in kind paid to households by these organieations
under social security or social assistance arrangements (ses 330 g)
d) purchases by producer units of small tools, working clothes, spare
parts and durables of small value (less than about 100 A.U.) or with
a nomal life of less than a yeér, as well as purchases of goods and
services needed for maintenance and repair intended to keep fixed
caﬁital goods in good working order .
e) rents paid for the renting of non-residential buildings and other fixed
capital goods N '
f) purchases of durable goods for military purposes; military buiidings
(except dwellings;for the households of servicemen) (see 340 9),

constructions of a military nature and other military equipment
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324
purchases of services of scientific"research,ladvertising, market
research etc, ' ‘
purchases of foodstuffs, drink and tobacco consumed in hotels,
restaurants and cafes, hospitals and other medical institutions and

in educational establishments,

Intermediate consumption, on the other hand, excludes: °

a)

d)

f)

goods and market services distributed by producer waits to their
employees free or at reduced prices, in 8o far as such distribution

is manifesfly and principally for the benefit of the employees. Goods
and services thus distributed are treated as final consumptlon of
households (see 330 e)

the travelling expenses of employees in commuting between home and
work, except where the producer units themselves organise the trans-
port; these'exbenditures are treated as final consumption of house~
holds

social Welfare beneflts in kind granted to.-hotiseholds by general
government and prlvate non~profit irstitutions under sécial sscurity
or 8001a1 assistance arrangements; these benefits are traated as final
consumptlonnof households (see 330 g)

purchases by general government of food and military qlothing'for the
armed forces, which, by convention, are treated as final consumpticn
of households (see 330 f)

purchases cf equipment (excluding military equipment, see 323 f)

whose normal working life exceeds one years: these goods are considered
as gross fixed capital formation (see 337)

expenditures for the purpose of rebuilding or reconstructing immovable
fixed capital goods (roofs, gutters; aerials, or electrical and
heating installations in buildings) and expendltures on the repalr
and improvement of moveable f1xed capital goodo which are intended to
prolcng theirnormmal lives or to improve their capacity or their
performance. These expenditures are considered as gross fixed capital
formation (see 338 b and 342)
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g) costs incurred in connection with the transfer of ownership of land,
existing buildings, other existing fixed capital goods or intangible
assets which are considered as gross fixed capital formation (see 338 d)

h) the rents paid for the use of land or intangible assets which are
treated as inocome from land or intangible assets {see 436 a).

Valuation of the various elements of intermediate consumption

The total intermediate'consumption.of each sector or branch(l) is valued

a8 follows:

a) for gbods and services bought, at purchasers' prices

b) for goodé and market services produced and oconsumed within insti-
tutional units whose activity spans several groups of the NACE/CLIO,
and for certain spécified goods (see NACE/CLIO) produced for their
own consumption ﬁy the groups which produce them, at producer prices
plus any taxes linked to production which happen to be incurred in
respect of these goods i

¢) for the intermediate consumption of the special unit which, by
convention, consumes the whole of the imputed output of bank
services, by the excess of the property income of credit institutions
(other than income from the investment of their own funds) over the
amount of interest they pay to their creditors (see 310).

Intermediate consumption appears in the following accounts of the
EsA: ‘

~ among uses in the goods and services account (C O)

~ among uses in the production account (C 1).

(1) This paragraph applies to valuation in the input—~output table at ex-~works
prices; for valuation in the input—output table at producers! prices,

ges

635.
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FINAL CONSUMPTION (P 30)

i

Definitiont -Final consumption represents the-value of the goods and

services used for the direct satisfaction of human wants,
whether individual {final consumption of households) or
collective (collegtive consumption of general government

and: private non-profit institutions).

Final consumption may take the form of:

a) the final consumption of resident units on the economic territory
(® 31) ’

b) the final consumption of resident households in the rest of the
world (P 32) :

o) the final consumption non-resident househclds on the economic
territory (P 33)

The following types of final consumption are shown in the system of

accounts:

- final nationai consumpti&n (P 3A) which groﬁﬁs together fiows P 31
and P 32 and is showh amqﬁé the uses in the use of inecome a¢count
(c 4) . o .

- final consumption on the economic ﬁefritory (P 3B) which groups to-
gether flows P 31 and P 33hand is:shown among the uses in the goods
and services acsount (c 0) ) ' .

- final consumptlon by resident households in the reat of the world
(P 32) which is shown among the resources in the current transactions
account with the rest of the world (C 7)

- final consumption by non—r931dent households on the economic terri-
tory (P 33) which is shown among the uses in the current transactions
account with the rest of the world (C 7).

3o o
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Final consumption of households

Final consumption of households includes the following items:

a) purchases’on the market of new durable and non~durable goods, except
for houses, appartments etc. {see 339 a) and for purchases by house-
holds of tools, equipment or special clothing needed for their work

b) purchases of market services, including the transfer costs incurred
when purchasing antiques and existing consumer durables

c) agricultural and food producte produced for their own household
consumption by farmers, and also the products of private gardens

d) goods, other than agrlcultural and food products, produced by house~
holds for their own conSumptlon(l)

e) benefits in kind provided by employers to their employees (see 324)

) clothing and food provided for the armed forses and purchased by
general government

g) social welfare benefits in kind granted to households by general
government or private non-profit institutions under social security

_or social assistance arrangements

h) the imputed rent of owner-occupied dwellings

i) gifts in kind made by the rest of the world to households, less
gifts in kind made by households to the rest of the world

'3) domestic services produced for themselves by houscholds in so far

as they are employers of paid domestic staff

k) net acquisitions by households of aﬁtiques and existing consumer
durables (see 620 a and ¢) ,

1) incidental sales treated in the‘accounts as direct deliveries to
households from the non-market branches general governﬁent and

private non-profit institutions (see 616).

The final consumﬁtion of households does not includes

a) purchases of land, which are included under the heading net acquisi~
tion of land (P 71) (see 399)

b) purchases of houses, appartments etc. which are included in gross
fixed capital formation (see 339 a and 620 b)

(1) since the value of this consumption in the member countries of the European

Communities is negligible and impossible to collect the relevant statistics,
it has been agreed not to include it in the accounts.
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c) purchases by households of tools, eqﬁipment or special clothing
needed for their work o
a) expendltures by producer unlts Whlch beneflt themselves as well as

their employees (see 323 o)

332, In the case of the households of sole proprietors, it often happens that
_certain goods and services are used both for bosiness and for houseshold
..purposes (e.g. cars, rent, hea%ing, lighting, etc.). The value of

goods and services purchaeed‘by the households must then be broken down
between‘intermediate end finel}coﬂsuﬁptioo inzproportion to their use

for business purposes and for the satisfaction of household wants.

333, Collective consumption of general government and private non-profit

institutions

General government and private non-profit institutions produce non-market
services from which all economic units derive some benefit, but, the
value of the services rendered to individual units cannot be reliably
assessed; non-market services are, therefore; not divided between inter-
mediate consumption and final consumption of households, and these
services are ireated in the accounts as final consumption of general

. government oxr private non-profit ingtitutions. -

334. Valuation of final consumption

a) the final consumption of households is valued in the accounts and in

the 1nput«output table at mixed prlces'(l )

- at purchasers' prlces for products bought on the market

~ at the purchasers' prlces of similar products for goods received
as glfts from the rest of the world

- at productlon prlces for agrlcultural and food products produced
for own consumption

- at productlon prlces for products recelved by employees from their

employers as supplementary remuneratlon

by ‘theé amount of compensatlon of employees for domestic eervices.

(1) This paragraph applies to the input—output table at mixed pricesj for
valuation in the input-output table at production prices and at ex-works
prices, see 635 and 636.



335 - 337 R T 05/,8/71-2

335.

336,

337,

b) collective consumption is valued on the basis of the costs incurred
in the production of tﬁe‘nonrmarkei branches of general government
and private non-profit institutioné,llggg the incidental pales of
these branches (see 314, 616).  The value of these sales is included
in transfers to branches or in the final consumption of households
(see 616). '

Finai consumption appears in the following accounts of the ESA:

~ among uses in the goods and services account (C O) in respect of
final consumptiqn on the economic territory

~ among uses in theyuse of income account (C 4) in respect of final
national consumption‘

-~ among uses in the account current transactions with the rest of the
world (C 7) in respect of final consumption of non-resident households
on the economic territory

-~ among resources in the account current transactions with the rest of

~ the world (C 7) in respect of final consumption of resident households
in the rest of the world. .

CROSS -CAPITAL FORMATION (P 40)

" Gross capital formation covers both gross fixed cdpital formation and

change in stocks,

Gross fixed capital formation (P 41)

Definition § Gross fixed capital formation represents the value of durable
goods intended for non-military purposes (see 323 f), each
of more than about 100 units of account in value, which are
acquired by resident producer units and are meant to be used
for a period of more than one year in their process of pro-
duction, including the value of any services embodied in
the fixed capital goods acquired.

However, the purchase of a group of durable goods needed for an initial
installation is considered to be gross fixed capital formation even if

the value of each individual good is less than 100 units of account.
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338, Gross fixed capital formation consists of:

a) new durable goods bought ori the market or produced by themselves by
producer units during the relevant period and intended to be used,

' for a duration of more than one year, in the prbcess of production

b) goods and services incorporated intc existing fixed capital goods,
for the purpose of '
-~ improving then
- prolonging their working life, increasing their production

capacity or improving their performance

-~ rebuilding or reconstructing them

c) the goods and services incorporated in land

d) the costs incurred in the transfer of ownership of land, existing
buildings and other existing fixed capital goods and intangible
assets ' '

e) net purchages, by producer units, of antiques and existing fixed

capital goods (see 620),

339. The new durable goods which ente} into gross fixed capital formation

include, in particular:

a) immovable fixed capital goods:
~ residential buildings; including accommodation for the households
of members of the armed forces
-~ non-residential civil buildings
-~ other civil construction and works
b) movable fixed capital goods (including used imported goods)
’—‘transport equipment '
g méqhinery and other equipment
- changes in producers’ livéstock(l) in resﬁect of:
- adqlt cattle (2 years old:qr more)
'.' - goats, sheeﬁ, horse and othef equiqe’apiméis
- %00 énd circus animals l |

‘= workse of art créated during the year:and ébduiredvby producer units,

(1) To avoid treating slaughtersd animals as farming part of existing fixed
capital, only the net change in the animals intended for slaughter is treated
in the accounts as gross fixed capital formation.
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The following items, on the other hand, are not included in gross fixed

capital formation: :

a) small tools, working clothes, spare parts and equipment of small
value (less than about 100 units of account) even if they have a
nomal life of more than one year; because they are renewed regular—
ly, and to conform with business accounting practice, these items
are treated as intermediate consumption (see 323 d)

b) durable goods acquired by households for the satisfaction of their

" domestic wants; as these goods are not used for purposes of produc—
tion, they are treated as final consumption (see 330 a)

¢) durable goods acquired by general government for military purposes
(buildings for military use - except accommodation for the households
of members of the armed forces -, military construction or works,
military equipmént). These items are.treated as intermediate con-
sumption of general government (see 323 f)

d) services of scientific regearch, advertising, market research etc.
Purchases of these services are included in intermediate.consumption
(see 323 g)

e) land and intangible assets, The net balance of transactions in these
items is included under the heading net purchases of land and in-
tangible assets (see 398). |

In the case of construction or equipment whose production extends over
several periods, it is necessar& to specify whether the value of the
work carried out during the periéd should be recorded in the accounts
under gross fixed capital formation or change in stocks,

In the case of work in progress on immovable fixed capital goods (resi-
dential buildings, non-residential civil buildings, other civil construc~
tion and works), the valus of work carried out during the period is
treated as gross fixed capital formation, except for dwellings for which
a buyer has not yet been found (gee 351); in the latter case, the value
of work carried out is recorded in the accounts uﬁder change in stocks,

In the case of work -in progress on movable fixed capital goods (trans—
port equipment, machinery and other equipment), the value of the work
carried out during the period is not included in gross flxed capital -
formatlon but in change in stocks (see 3)1)

'
R
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The costs incurred when purchasing land, buildings, other fixed capital

goods and intangible assets include the value  of the services rendered

" by lawyers, estate agents and other intermediaries, together with any
"duties and other taxes payable in c¢onhectior with such transfers.

If they relate to new goods, these costs are already included in the
value of the fixed capital goods measured at purchasers' prices.

If they relate to existing goods, these costs constiiute the only
production taking place during the relevant period and are similarly

treated as gross Tixed capital formation,

Valvuation of gross fixed capital formation

The goods and market services which enter into gross fixed capital
formation are valued in the accounts and in the input-output tables
at mixed prices,(1 at purchasers' prices if they are bought or at

production prices (see 628) if they are produced on own account.

Gross fixed capital formation appears in the following accounts of

~ the ESA:

-~ among uses in the goods and serv1ces account (¢ 0)

—~ among uses in the capital account (c 5)

Change in stocks (P 42)

Definitiont Stocks, whose change constitutes item P 42, consist of
S all goods, other than fixed capital goods, held at a

given moment of time by resident producer unlts.

(1) This paragraph relates to the input-—output table at mixed prices; for

valuation in the input-output table at production prices and ex-works

prices, see 635 and 636.
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The value of goods and services incorporated into existing fixed capital

goods for the purpose of improving them, prolonging their life, in-

creasing their production capacity or performance, or rebuilding or

reconstructing them; includes the value of all renlacement or spare

parts of a value of more than about 100 units of aoccount, with a life

of more than one year and which are not subject to regular renewal.

For example, in.the case of a motor lorry, the replacement of the engine

involves a transaction which constitutes fixed capital formation, while

the replacement of the tyres constitutes intermediate consumption.

Similarly, in the case of a building, the replacement of central heating

boiler or of the roof constitutes fixed capital formation, while the

replacement of a boiler component or the repair of'part of roof is in-

termediate consumption.

' The value of goods and services incorporated into land includes expen—

ditures for improving the land and preparing it for other productive

uses, excluding the costs of current maintenance., It includes:

a)

b)

expenditures on clearing, draining, irrigation, or on regrouping of
holdings of land; expenditures on improving land for building or
industrial purposes; expenditures incurred drilling wells or shafis
when prospecting for, or extracting, .0il and natural gas and for the
purpose of exploiting mineral deposits ’ -
expenditures on planting new forests or woodland; by convention,
only the expenditures incurred during the first five years

are taken into account

expenditures on planting new orchards and vineyards; by convention,
only the expenditures incurred during the first three years are

taken into accaunt,.
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348, By convention, households, in their capacity as consumers, are decmed
to consume immediately all the goods which they buy, and the general
government and private non-profit institutions branches to consume
immediately all the goods which they purchase, with the exception of
goods held as strategic. or emergency staocks or for purposes of re-~
gulating the market in so far as the institutions concerned are

classified in the general government sector.

349. Stocks of goods may refer to
~ industrial products
~ harvested agricultural products

~ cattle under 2 years old, pigs fowl and other small farm animals.(l)

350, It is not possible for services to form part of stocks, eicept for
those which are included in the wvalue, at purchasers' prices, of goods
put into stocks (see 354).

351. In the case of construction or equipment whose production extends over
several pericds, it is necessary to specify.whether. the value of the
work carried out during the period should be:.recorded in the accounts

under change in stocks or under gross fixed capital formation.

"In the case of work in progress on movable fixed capital goods (trans—
port equipment, machinery and other equipment), the value of the work

carried out during the period is recorded under change 'in "'stocks. The
accumulated wvalue of these goods is transferred to gross fixed capital

formation when their users assume control of them.

In the case of work in progress on immovable fixed capital goods (resi-
dential buildings, non~residential civil buildings, other civil construc-
tion and works), only the value of work carried out during the period

. on dwellings for which a buyer has not yet been-found is recorded under
change in stocks. The value of work carried out during the period on
dwellings for which a buyer has been found and on other immovable fixed

capital goods is treated as gross fixed capital formation (see 341).

(1) Other animals form part of fixed capital (see 339 b).
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Stocks of goods do not include the value of reserves of mineral re—

-sources, standing timber of standing crops; these. reserves enter into

the economic circuit only from the time when the minerals are worked,
the timber felled or the crops harvested.

Only changes in stocks during the relevant period are shown in the
accounts of the ESA. These changes are measured by the difference
between the volume of stocks and work in progress at the beginning

and the end of the period.

Valuation of change in stocks

In the accounts and in $he input-output tables at mixed prices,(l)

the goods which are included in change in stocks are valued on the

basis ofs

-~ production prices averaged over the relevant period, in the case
of stocks held by producers

- purchasers' prices averaged over the relevant period in the case
of stocks held by users.

Work in progress on fixed capital goods is valued on the basis of the

costs of production incurred during the relevant period.

Change in stocks appears in the following accounts of the ESA3
- among uses in the goods and services account (c 0)

-~ among uses in the .capital account (¢ 5)¢

(1) This paragraph applies to the input—output table at mixed prices; for

valvation in the input-output tables at production prices and at
ex-works prices, see 635 and 636.
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EXPORTS OF GOODS AND SERVICES (P 50)

Eggorfs of goods (P 51)

Definition: Exports)of goods include all goods(l) (natlonal or nationa~
2
llsed(

pemanently leave the economic territory of a country for

, NéwW or exlstlng) vhich whether payed for or free,
some destination in the rest of the WOrld.(3)

In this definition, thé basic criterion used is when tﬁe'goods actually
cross the limits of the economic ferfifdry; in the case of exports of
transport equipment, however, transfer of ownership from resident to

non-resident units is always used as the criterion.

Exports of goods include the following items:.

a) special eipof%s(4) shown in the customs sfétibfics of fo;éign trade,
subject to the ad justment affbctlng goods shlpped for repalrs,
described ‘in paragraph 359 below

b) goods which, coming from the économic terrltory of the country,
enter extra~territorial enclaves

¢ : t

(1)
(2)

(3)

(4)

It is worth noting that, in the terminology currently uséd in forelgn trade
statistics, goods are generally called merchahdise.

In this context, a 'national good' refers to a good produced on the coun=-
try's economic territory; a 'nationalised good' is a good which, having
been imported, has been cleared by customs and has therefore been admitted
to free circulation on the country's economic territory.

In the input-output tables, goods repaired in specialist workshops and the
products of the group salvage and recovery are always included in the
branches which produce services; in the accounts, however, these same pro-
ducts when exported or imported are treated as exports and 1mports of
goods, since they are in¢luded in special trade. :

In the member countries of the European Communities spe01al exports include:
-~ national (or nationalised) merchandise which, having been in free circu-~
lation on the country's economic terrltony, leaves it to be permanently

exported to the rest of the world

- national (or natlonallsed) merchandise exported for.the purpose of pro-
cessing abroad (reflnlng, blending, finishing, assembl;ng, packaging, or
for various minor modifications etc.), or which 1s to be repalred abroad
and then re-~imported again

-~ foreign merchandise which is re—exported from the country after. it has
been subjected to processing or repair, hav1ng been temporarily imported
for this purpose.

§
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c) goods leaving terrltorlal enclaves for the rest of the world
d) fishery products, oil and natural gas, and products of marltlme
salvage extracted from international waters by r981dent units and
landed dlrectly in the rest of the world
, e)hfbrelgn goods which, after having entered free zones or bonded

AR RTNY

_ customs Varehouses within the country, either for processing or
for ichrﬁ&raiion in fepairs‘bn behalf of non-resident units,
leave for thé rest of the world after being processed or incor-

. porated in the repaired goods
#) industrial gold sold on thé country's financial market from one

‘resident to another (ses 510).

359. Goods sent to another country %0 be repaired there do not become
part of the economy of that country.

Fbr thls reason, goods for repalr are not to be 1ncluded in the imports
of goods or 1n the 1ntermed1ate consumptlon of the countryiwhere the
repair is carrled out. The productlon and exports of goods for this
country should include onLy the valu¢ of the repairs carriad out (the
value of the replaoement or spare parts used and the value added by
the repairers). ‘ a

To the extent that the special trade statistics include in exports
¥he total values of the goods which are due to be, or have been,
repalred, 1t .is necessary to deduqt from ‘them

~ the total value of goods exported for repairs

"= the value of re~exported repaired goads before they were repalred,
only the value of the repairs themselves thus being included in the

accounts as exports of goods,

360.: - It should be noted that, when their value is not included .in the
customs statistics of special trade, the followiﬁg\goods transferred
. %o the rest of ‘the world should be included in exports:

a) gobds (national or nafionalised) supplied as'fuel; 5aiiast and
provisions: for ships and alroraft operated by non~r931dants during
) their stay at the country's ports and: alrports ,' B
’ b) electrio power, gas and water’ (the total ‘value of deliveries and
j _ not the net balance between dellverles and recelpts)
" ¢) goods sent by parcel post R R



. - 79 = 0S/59/71-E
361, 362

d) military ams and equipment sold o& general govermmeént’

e) works of art, collectors' pieces,‘ehtiquee ’

"f) gold ore, unrefined gold and gold for‘induetrial use (1)

g) boats, aircraft and floating platforms whose ownership has passed
from resident to non-resident units B

h) goods which, after leaving the economlc terrltony of the country
as temporary exports (see 362 c) are not returned w1th1n the
prescribed time limits and thereby become permanent exports

i)iexisting buildings situated on land abroad whlch ceases to be used
as a territorial enclave of the country, or on domestlo land which

acquires -the. status of a terrltor;al enolgverof a forelgn country.

361. Returned goods, ise.. goods exported and subsequently returned to the

consignor, must be specially mentloneds in praotlce, these goods
should not be shown in the accounts as 1mports of the country but
should cancel out the corresponding exports previously recorded° that
is to say, the value of these returned goods “should bé‘deducted from
the 'values previously.registered for exports. On the. other hand,
any replacements which happen to -be needed for returned goods should
be included in exports in the normal way. . - -

362, Exports of goods do not include the following items:.

a) national (or nat1onallsed) goods whtch having been in free circula-—
tion on the country 8 economic terrltony are dep051ted inbonded
customs warehouses of the same country '

b) the departure of goods in direct or indirect tran31t(2)

(1) Gold for industrial use correeponds to part of the NIMEXE heading 00.50-00,
namely sub~heading 00,50-02 which includes the following items of the
C.CeT. (Furopean Communities Common Customs Tarlff).

71.07.A Unworked gold and alloys of ‘gold ° :

71.07.B.2 Gold and alloys of gold in the form of bars, wire, sectlons,

' sheets; foil and strips, other than financial gold

7L.07.C Gold in tubes, pipes and hollow bars

71.07.D TFoil made of gold and gold alloys (maximum thickness 0.15mm)

7t.07.E . Dust, _purl, cuttings, scale and punchings of géld #and- 1ts
alloys

71.08 Rolled or plated gold on base metals and on unworked ‘or semi-
worked silver

71l.11.A Gold ash, scrap and waste.

(2) Only the value of services rendered by resident units in connection with the
transit of these goods on the territory of the country (transport, ware-
hou51ng, trans-shipment, insurance etc.) affects the national economy and

is shown in the accounts as an export of services.
i
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¢) temporary exports, i.e. exports of goods which, after being used

for a short %time-rabroad, must:be:returned to their- country of origin
(e.g., exhibition: equipment: and- accessorieg; tools and. equipment
for the assembly' of other machinery or for road btunilding or other
construction goods or transport equipment hired or lent to non-
residents, containers and other forms of packaging which can be
used again; animals: for racing or breeding,,etc.) .
a) goods consigned directly:to territorial enclaves situated in the
- rest of the world (see 205 d)-
e) goods bought on the economic terrltory by non-resident households
{ses -328) . L . :
. £) bonsignmbnts of financial gold (see 510) and metal. coins in circu-
lation having the status of legal tender (see 519 a, 521 a)
g) sales of land by residents to-non-residents, (see 211, 399)
+.h) the personal effects and belongings of travellers. .

Valuation . of. exports of goods

363, Exports of goods are valued f.o.b. (free on boqrd) whlch corresponds

. to the, market ,price of the goods at the frontler of the exportlng
countny. Thls price covers s

~ the ex-works price‘ | o

- commerclal margins ‘ A

~ the costs of tranSport as far as the frontler

~ the costs of loadlng on the ship or on any other‘means of inter-

" national transport(l)
- any taxes on exports.

It must be emphasised that the price of the goods at the frontler does
not include any taxes linked t0 production for which rebateeuare granted
on goods exported. Exports of goods which are glven away are valued

at the f.o.b.. value of S}mxlar goods.,

A - v

(1) Only in so far as these costs are not met by the. non-res1dent 1mporter or
the 1nternat10nal transporter.

3
b



364.

365,

366,

367,

-8l =" 0s/59/71-E
364 ~ 367

Exports of goods appear in the follow1ng accounts of the ESA:

- among uses 1n the goods and services account (C O)

~ among uses ‘in the account current transactlons w1th ‘the rest of the
world (C .

Exports of services (P 52) ’

Definition: Exports of services lnclude all services (transport, 1n—
surance, others)(l) provided by resident unlts( ) to

non—-resident unlts.(3)

Exports of services include the following itemss *°
- goods transport services

—~ passenger transport services

—~ other kinds. of transport services

~ insurance services

-~ other services.,

Exports of goods tranSpor£ services

This heading covers services provided to non-resident units by resident

transport units for the following purposes:- -

a) forwarding national or nationalised exports ‘of goods beyond the
f.0.b. valuation point

b) transporting goods in the rest of the world on behalf of non-
resident units ’

c) transporting foreign goods in transit on the national territory

-d) transporting, on behalf of non-resident units, goods not inc¢luded

in exports or imports (e.g. financial -gold, personal effécts of

travellers, etc.).

(1) See 356 note 3 concerning repairs.

(2) Including those resident in territorial enclaves (see 205 d).

(3) Including those resident in extra~territorial enelavssk(see~296).
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The serVLOes of transportlng goods are valued at market prlces. In
addltlon, exports of goods transport services must, by conventlon,
include ah amount ‘equal to ‘the value of the freight, charged on im-
ported merchandlse, ‘which resident transporters have recelved from

resident 1mporters.(l)

Exports of passenger transport services L.

This headlng covere all 1nternat10nal paasenger transport services

provided by resident unlts to non—r931dent units.

These services are wvalued at the price of the travel ticket, even if'
this price ingludes the value of ancillary services, such as accommo-
dation and food on board, or the carriage of_acqpmpanied excess

baggage.

Transport services within the country provided for non-resident house~

holds are excluded from the export of services.

v

Exports of other kinds of transport services

This heading covers the foiloﬁiﬁg“éerﬁiééa provided by resident units
to non-resident units:s - | - o R .
- the use of the country's ports and airports

= the services of pilots, tugs etc. in these ports
- the chartering (on the basis of time or distance) of ships and other

~means of transport fully commissioned and operated by residents.

These services are valued at market prices. On the other hand, the

. following transport services are not included:

- the value qf -fuel, ballast and provisions suypplied .in the country's
ports or .aiypqrts to ships and aircraft operated by non-resident
units (see 360 a)

~ the value of repairs carried out on the economic territory of the
country by resident units to transport equipment operated by non-
resident units (see 359).

@

(1) In practice, this offseta (at the level of the' balance of imports and ex—
ports of goods and services) the over—valuation due to the adoption of

Cei.f. values for imports of goods (see 384).
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Exports of insurance services

370, This heading covers all insurance and reinsurance services provided by

residegtvunitq t0 non-resident units.

Exports of insurance services are-valued by applying, for each type
of insurance, the ratio of the payments for insurance services to that
of gross premiums as calculated for resident units as a whole to the

" total amount of gross premiumé paid by noﬁ—resi&ent tb resident units.

In addltlon, exports of 1nsurance services must, by convention, include
an amount equal to the value of the insurance services on imported
goods which resident 1nsurance enterprlses have rece1ved from resident

importers. (1)

Exports of other services

371l. - This heading covers all other services provided by resident to non-—

resident units and, in particular, the following:

a) communications services (post,vteleg:aph,'telephone, radio communi-
cations), and bréadcastiné'and telév{sion sérvices. These services
are valued at -market prices and shown in the accounts at their

: gross value and rot as the net balance to be settled between resident
and non-resident units agreed on the basis of cleariné arrangements

b) services involving the hire of films, the hire of transport equip-

- ment not fully commissioned, and‘'the hire of other movable goods.
These services are valued on the basis of the gross rents received
by resident units ' : ‘ o

o) services involving study, research, inﬁustrial'aséistéhcéj adver-
tising, participation in shows, congresses, exhibitions eto.

These services are valued ohn the basis of the amounts received by
resident units - P

. d) services provided by commercisl dgénts and correspondents and by
. brokers.. " ‘ '

These services are valued on the basis of thé'commissions received

by resident units

(1) In practice, this offsets (at the level of the balance of imports and
exports of goods and services) the over-valuation due to the adoption of
c.i.fe values for imports of goods (see 384).
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Exports of other serv1ces do ‘not include:
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e) services provided by financial 1nst1tutions in connection with the

issue or sale of foreign securities in the country. -

"' Thesé seérvices-are valued on the basis:of the commissions . received

by resident units PR
) serviges, involving the libaral professions, handicrafts or arts,
.These services are.valued on the basis of fees or other payments

© received by resident unlts

.g)-eervices of .management, admlnlstratlon and other services prov1ded

by the head office of an enterprise (a resident unlt) to its foreign
subsidlarles, branches or agencles (non-resident units).
These servzcee are valued on the basis of the payments actually
received by the resident parent body from ite nonfre31dent subsi-
diaries, branches or agencies

h) profits on arbitrage transactions in foreign currencies carried out
by resident units with non-resident ‘units . ..

i) the oredit balance on arbijrage transactions carried out by resident
units in respect of merchandlse whlch has at no tlme been admltted
to free clrculatlon on the terrltory of the country. '

i

a). the value .of processing work. done by resident unlts on behalf of
non-resident units on goods temponarlly 1mported 1nto the economic
territory of the country (see 358 note 4) N

b) the value of repairs carried out by r931dent units, on behalf of
non—r981dent units, to goods temporarlly admltted into the economic
terrltory of the country specifically for the purpose of being re~
.paired (see 356 note 3y 359)

c) the value: of the services consumed by non-re81dent households on the
aconomic territory of the country (see 328)

d) royalties under patents, copyrights and other income from intangible
assets paid by non-resident to resident units, | ;_

These receipts are treated in the accounts as income frpm‘¥he
ownerhip .of intangible assets received from thelfest,of the world
(see 436 o). . | .
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373 - 376

Valuation of egéofts of services

Exports of services are valued according to the.conventions .indicated
in the preceeding paragraphs. '

Exports of services appear in the following accounts of the ESA:

- among uses in the goods and services dccounts (C 0)

- among uses in the account current transactions actount with the
rest of the world (C 7).

IMPORTS OF GOODS AND SERVICES (P 60)

Imports of goods (P 61)

Definitiont Imports of goods includé all‘géodstl)'(néﬁ or existing)
which, whether payed for or free, permanently enter into
the economic terrltony(a) of the country hav1ng been
despatched from the rest of the world.(3}

In this definition, the basic ciiterion used is when the goods actually
cross the limits of the economic territory; in the case of imports of
transport equipment; however, transfer of ownership ‘from resident to

non-resident units is always used as the criterion.

(1) 1t is worth noting that, in the terminology currently used in. forelgn
trade statlstlcs, goods are generally called merchandise. ’

*'» (2) In ‘the case ‘of 1mports, merchandlse whlch, hav1ng been despatched from

“the rest of the world, is held in freé zones qr bonded customs warchouses
" of the country is deemed to enter into its economic terrltory from the
moment when it is admitted to free circulation on that terrltqry.

‘(3) See 356.note 3 concernlng repalvsg R
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3.

378.

Imports of goods include the f0110W1ng 1tems.

i

a) spec1al 1mports( 1) shown in the customs statlstlcs of forelgn trade,

[y

sub;ect to "the adjustment affectlng goods shlpped for repalrs,
described in paragraph 378 below

b) goods which, originating from the rest of the world, enter into

" the countny's territorial enclaves ‘ : e

¢) goods which ‘entor the economic tarritory of the country from extra~
territorial erclaves -

d) fishery products, oil and natural gas, and products of maritime
salvage, extracted from international waters by non-resident units
and landed on the country's economic territory

e) foreign goods which enter into free zones or bonded customs ware-
houses within the country, either forgpurposes of processing or for
incorporation in repairs on behalf of non-resident units

f) financial gold 8old from one resident to another in order to be
utilised as merchandise; this gold can no. longer be treated as a
foreign agset and reverts to being industrial gold (see 510).

Goods sent to another country to be repaired do not become part of the

- eonomy of that country (see 359). \

~ For this reason, to %he,extent that the special trade statistics include
in imports the total values of the goods which are due to be, or have

been, repaired, it is necessary to deduct from them

~ the total value of goods imported for repairs

-~ the value of the re-imported repaired goods before they were repaired,
only the value of the repairs themselves (replacement or spare parts
used and the value added by the repairers) being thus included in the

accounts under imports.

(1) In the member countrles of the BEuropean Gommunltles, BpGCIal 1mports

oonsist of’s

- all ‘foreign merchandise permanently introduced into the .country to be used

there, whether this merchandise is admitted through Customs directly into
free circulation at the time of its entry into the country or whether it
is admitted only after.other Customs procedures have been applied to it

~ foreign merchandise imported into the couniry for purposes of processlng

(refinlng, blending, finishing, assembling, packaging, or for various
minor modifications etc.) or for purposes of repair, to be subsequently
re-exported

- national (or nationalised) merchandise which is re-imported into the

country after having been temporarily exported for purposes of process—
ing or repair.
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It is advisable to specify that, in cases where their values may not
be recorded in the customs statistics of special trade, the following

" goods, obtained from the rest of the world, are to be included in

imports:

a) foreign goods which ships and aircraff operated by residents have
faken on board as fuel, ballast and provisions, whether these have
been bought from non-resident units on arrival a% ports in the
rest of the world or withdrawn ffom‘sﬁpply stores in free zones
on arrival at ports or airpbrts within the home country ’

b) electric power, gas and water (the total value of reoelpts and not
the net'balance between receipts and dellverles

c) goods received by parcel post

d) military arms and equipment acquired by the general govexmment

e) works of art, collectors' pieces, anthues

f) gold ore, unrefined gold and gold for 1ndustr1al use (see 360 f
note 1) '

g) boats, aircraft and floating platforms whose ownershlp has passed
from non—r931dent to resident units

h) goods which originated from the rest of the world as temporary
imports (sée 381 ¢) are not returned there within the pfescribéd

fime limits and thereby become permanent importé

i) existing buildings situated on land within the comntry which ceases

to be the enclave of a forelgn country or on land dbroad which ac—-

quires the status of an enclave of the country.

Returned goods, i.e. goods imported and subsequently réturnéd to the

consignor, must not be treated in the accounts as the country's ex~
ports, but must cancel out the corresponding imports. previously re-
corded; that is to sayy the value of these goods should be deducted
from the values prev1ously reglstered as 1mports. On the other hand,
any replacements which happen 0 be needed for returned goods should
be included in imports in the nommal way.
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381,

382,

Imports of goods do not 1nclude t&e follow1ng 1tems'

f

'

a) natlonal (or natlonal1sed) _goods whlch, after having been deposited

. in bonded customs warehouses of the country, are re-admitted into
free circulation on the territory of the same country.
b) entrles of goods in dlrect or indirect tran81t
c) temporary 1mgorts, i.e. 1mports of goods whlch, after being used

for a short time within the country, must be returned to their
country of origln (e.g., exhlbltlon equlpment and accessories,
tools and equlpment for the assembly of other machinery or for
vroad bull&lng or other construotlon goods or transport equipment
belonglng to forelgners hired or lent to residents; containers
and other fbrms of paokagxng Walch can be used again; animals for
racing or breeding, etc...)m

'dD goods cons1gned directly to extra—terrltorlal enclaves situated

within the country (seo 206)

e) goods bought in the rest of the world by r931dent households
(see 328)

f) receipts of financial gold (see 510) and of metal coins in circu—
lation as legal tender (519 a, 521 a)

g) purchases of land by residents from non-residents (see 211, 399)
h) the personal effects and belongingsof travellers (;ncludlng goods
which ﬁersons coming from the rest of the world are allowed to
bring with them, within the limits permitted by legal or autho-

rized allowances, when they cross the country's frontier,

Valuation of imports of goods

Imports of goods.are valued at their c.i.fs (costs, insurance, freight)
value, which includes the following elements:

> &) the f.o.b. value of the goods, i'%e. thelr value up to the frontier

- of the country of export (see 363)
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383, 384

accident insurance . ’.between the frontier of the exporting

‘country and the frontier of the

service charges
Aimporting country

net premiums for

accident insurance.

However, the c.i.f. value ddes not include any taxes linked to

imports.

It is possible for the whole of the country's imports to arrive at

the f.o.b. value from the c,i.f. valve; but it is, on the contrary,
practically impossible for member countries of the European Commu-
nities to make an estimate of this kind by product or by group of

producté. Using the cei.f. value for\valuing imports makes it ne-

" cessary to adopt $hé two foliowing conventions.

* Convention concerning the net insurance premiums included in the

Ceilefs value of the imﬁor%ed goods.,

At the level of_the'national economy, it is assumed, by convention,
that the amount of net premiums paid to insure the whole of the

goods imported corresponds to the value of the losses and damage

. incurred by the goods in the course of transport between the fron-

fiérs of the exporting and importing countries. It can thus be
taken that, at the level ofnthe national economy, the c.i.f. value
of the whole of the goods actually imported by a country includes
in éddifion to the f,0.bs value of the goods consigned from the
rest of the world only the price of the transport services and the

price of the insurance services.

Convention to eliminate the consequences of including in the c.i.f,

value the costs of the transport and insurance services. relating

" to the goods imported.

Transport .and insurance services on imported goods may be'prOVided
by resident or by non~resident units. Two cases must therefore be

distinguished:
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385.

386,

a) when these services are provided by resident units, and since their
value is embodied in the csi.f valye of the imported goods, in
order to balance the accounts(l) the value of the exports of ser-
vices (P 52) must be increased by an amount equal to the payment
for transport and insurance sefvices’pn imported goods which re-
sident transport and insurance epterpri;es have received from
"resident importers. This is equivaIenf to treating the transport
and insurance servioces on imported goods which are provided by
resident units as being, by convention, snld by the resident unit
which provides them to the non~resident exporter-and not to the

resident importer

b) when the transport and insurance séfvibes are providedfby non—
resident units, and since their value is embo@ied"in the c.i.f.
value of the imbbrfed goods, they must not be inocluded in the
accounts twice, once in the c,i.f. value of imports of goods, and
a second time in imports of services; the value of imports of
services (P 62), therefore, includes only the value of transport

and ingurance services excluding those on imported goods.

In conclusion, it'is necessary to observe the following conventions

— the heading (P 61) consists of imports of goods (valued f.o.b.)
plus the value of transport and insurance services on imported
goods

~ the heading (P 62) consists of imports of services excluding
transport and insurance services on imported goods \

~ the heading (P 52) consists of exports of services, plus the
value of transport and insurance services on imported goods,

provided by resident units,

An annex to the account current transactions with the rest of the
world gives a global estimate of imports of goods (valued c.i.f.),

actual imports of services and actual exports of saervices,

-~

(1) Goods and services account for the national economy, ourrent transactions

with the rest of the world account, input-output tables.
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387. Imports of goods appea}”ih the.%éilowing accounts of the ESA:
- among resources in the goods and'services account (C O)
~ among resources in the aecount current transactions with the rest
of the world (C 7).

Imports of services (P 62)

338, Definition: Imports of services include all services (transport,
iﬁsurance, others)(l) provided by non-resident units(z)

to resident units.(3)

389, Imports of services 1nc1ude the followmg items:
- goods transport services
~ passenger transport services
-~ other kinds of transport serviceé
~ insurance services S

-~ other setrvices.

Imporis of goods transport services

390, These are services prov1ded by non»r951dent tranSport units to resident

units for the follow1ng purposes:

.a) forwa:dlng 1mpor¢§d>goods beyond the c.i.f. valuation point(4)

b) transporting goods between different parts of the rest of the
world on behalf of resident units S

c) transpofting, on behalf of resident units, goods excluded from
exports or imports (e.g. financial_gpld,_parsonal‘effECts of tra-

vellers etc.).

Goods transport services are valued at markét prices..

(1) See 356 note 3 concerning repairs.
(2) Including those resident in extra-territorial enclaves (see 206).
(3) Includlng those resident in territorial enclaves (see 205).

(4) The expenses incurred in tranSportlng ‘imported goods between the frontiers
of the exporting and importing countriés are already included in the
c.i.f, value of these goods (see 382 b).
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Imports of passenger transport services

391, These are all international passenger transport services provided by

non—fesident‘transpoft units to resident units.

These services are valued at the price of the ticket, even if this
price includes the value of ancillary service such as meals, accommo~
dation on board or the carriage of excess accompanied baggage.
Transport services provided in the rest of the world to resident

households are excluded from'imports of services.

Imports of other kinds of transport services

392, This heading covers the following services.rendered by non-resident
units to resident units:
- the use of foreign ports and airports
- the services of pilots, tugs, etces in these ports )
~ the chartering (on the basis of time or distance) of ships and
other means of transport fully commissioned and operated by non-

residents.
These sarvices are valued at market prices.

On the other hand, the following transport services are not included:
~ the value of ftuel, ballast and pfovisions supplied in foreign ports

or airports t6 ships and aircraft operated bybresidents (see 379 a)
~ the value of repairs carried out in the rest of the world to trans-

port equipment operated by resident units‘(see 378).

Imports of insurance services

393. This heading ¢overs all insurance and re—insurance services provided by
non~resident units to resident units, with the exception of insurance

gervices relating to the international transport of imported goods.(l)

(1) These should not, in fact be treated in the accounts as imports of ser~
vices,; since, because of the basis of valuatlon used for imports of
goods (ce.i.f. value) their value is already included in the aggregate
value of these imports (see 382 to 385),
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Imports of insurance services are valued by applying,lfor each type of
insurance, the ratio of the payments for insurance services to gross
premiums as calculated for resident units as 2 whole to the total

amount of gross premiums paid by resident to non-resident units.

Imports of other services

This heading covers all other services rendered by non-resident to

resident units and, in particular, the following:

a) communications services (post, telegraph, telephone, radio commu~
nications) and broadcaéting and television services.

These services are valued at market prices and are shown in the
accounts at their gross value and not as the net balance to be
settled between resident and hthresident units agreed on the
basis of clearing .arrangements -

b) services involving the renting of films, the renting of transport
equipmént not fully commissioned and the renting of other movable
goods,

. These services.are valued on the basis of gross.rents paid to non-~
resident units

c) services involving study,  research, industrial assistance, adver-
tising, participation in shows, congresses, exhibitions, etc.
These services are valued on the basis of the amounts paid to non-
resident units

d) services provided by commercial agents and correspondents and by
brokers.

These serviges are valued on the basis of commissions paid to non-—
resident units

e) services provided by financial institutions in connection with the
issue or sale of national securities in the rest of the world.
These services are valued on the basis of commissions paid to non-
resident units - . A |

f) services involving the liberal professions, arts or ﬁandicrafts.
These services are valued on the basis of fees or other payments

made to non+resident units
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g) services of management, administration and other services provided

' ﬁby the head foice of an enterprise.(a non-resident unit) to its
branches, subéidiaries or agencies.on the economic territory
(resident units).,
These”services are vaiued o£ the basis of the payments actually made
by the resident units to their non-resident parent organisations

h) losses on arbitrage transactions in fdfeign cﬁrrencies carried out
by resident units with non-resident units

i) any debit balance which happens to occur on arbitrage transactions
ca;ried out by resident units in respect of merchandise which has
at no time been admitted to free ciroculation on the territory of

the country.

395. Imports of other services do not include:

a) the value of processing work carried out by non-resident units on
behalf of resident units on goods temporarily exported from the
economic territory of the country (see 37T note 1) '

b) the value of repairs carried out by non—resident units, on behalf
of resident units, to goods which have temporarily left the economic
territory of the reporting country to be repaired in the rest of

_the world (see 356 note 3 and 378)
,c) the value of the services consumed by resident households in the
rest of the world (see 328)

d) royalties on patents, copyrights and other income from intangible
assets paid by resident to non-resident units.

These payments are treated in the accounts as income from the
ownership of intangible assets paid to the rest of the world
(see 436 ¢).

Valuation of imports of services

396} Imports of services are valued according to the conventions indicated

in the preceeding paragraphs.

397, Imports of services appear in the following accounts of. the ESA:
- among resources in the goods and services account (C O)
- among resources in the account current transactions with the rest
of the world (C 7). ’
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,

NET PURCHASES OF LAND AND INTANGIBLE ASSETS (r 70)

398,  The heading P 70 covers net purchases of lend and intangible assets.
These transactions do not appear under any other heading involving
transactions in goods and serv1ces and are not recorded in the

input-output table,

In the sector accounts they are shown in the capital account as the
net balance between purchases and sales. The .vglue whioch appears in
the capital account for the national econumy and for the rest of the
world represents net purchases of

~ land by the general government(l)

~ intangible assets by resident from non»res1dent units.

Net_purchases of land (P 71)

399. Definitiont Net purchases of land represent the balance (purchases
less. sales) of transactlons in land, including under-
ground deposits, forests apd inland waters, but excluding,
'1n principle, any buildings and constructions situated

on the land.

3100. When a trensaction invoives both land an& eiisting buildings, the whole

. A of the transactlon is to be classified

-~ under the headlng net purchases of land (P 71) 1f the transaction
relates prlnclpally.to the land, the buildings belng intended for
demolition - o

- under the heading‘gross fixed capital formetion (P 41) if the
transaction relates prlnclpally to the buildings, the land being

regarded as of lesser importance.

(1) It should be remembered that purchases and sales of land, other than land
. Bituated in enclaves, can take place only between resident units; if non—

’re51dent unlts take part in such transactions, they are regarded as -

. notional resident units (see 211). On the other hand, purchases and sales
of land, which thereby loses or vaulres the status of an extra-territorial
enclave, are regarded as transactions between resident and non-resident
unlts.
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Transactions involving land should be recorded at the same value for
both buyer and seller. The value of such a tranéaction does not,
therefore, include transfer costs such as agents' commissions, legal.
fees, registration fees and any other taxes involved., These expenses
represent purchases of services produced during .the relevant period

and they are treated in the accounts as gross fixed capital formation
(see 338 4, 344).

In the ESA, net purchases of land are recorded among uses in the

capital account (C'5) of each sector and of the rest of the world.

Net purchases of intangible assets (P 72)

Definitions Net purchases of intangible assets represent the baiance
(purchases less sales)(l) of transactions-in intangible
assets such as patents, trademarks, designs, copyright,
concession rights affecting the soil aﬂd subsoil, rights
which dblnét entitle the holder to a share in the net
assets in the event of liqﬁidation (see 549), etc.

Transactions in intangible assets should be recorded at the same value
for both buyer and seller. The value of the transactions does not
theiefore include traﬂsfer costs such as agents! coﬁmissions, legal fees,
registration fees and any other taxes liﬁked to the transfer of intan-
gible assets, These expenses represent, in fact, purchases of services
produced during the relevant period and are included in the accounts

as gross fived capital formation (see 338 4, 344).

In the ESA, the net purchases of intangible assets are recorded among
uses in the capital account (C 5) of each sector and of the rest of
the world.

(1) It should be remembered that only transactions involving a change of owner-
ship are considered under this heading. The ESA does not treat as a pro-
ductive activity authorisation to use 1ntang1ble assets temporarily granted
to third parties on the basis of hire contracts, concessions, etc. Payments
in these cases, such as royalties on patents or for working of deposits, etc.,
are treated in the accounts as income from land and intangible assets

(see 435).
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CHAPTER IV 401 - 403
DISTRIBUTIVE TRANSACTIONS (1)

401. Distributive transactions are transactions by mcans of which the value
added by resident producer units and factor income originating from
the rest of the world are distributed, and income and wealth are re~

distributed.

The value added by resident pro&ucer units, which is available for

distribution, may be shown in the accounts gross or net, i.e. before

or after the deduction of éonsumption of fixed capital.

Consumption of fixed capital (4 1)

402. Definition : Consumption of fixed capital (A 1) represents the amount
of fixed capital used up, during the period under considera-
tion, as a result of normal wear and tear and foreseeable
obsclescence, including a provision for losses of fixed
capital goods as a result of accidental damage which is

coverable by insurance.

403. Consumption of fixed capital must be calculated for all reproducible
fixed capital goods (goods used for the purpose of gross fixed capital
formation, see 337-339), with the exception of capital goods for collec-
tive use with an indeterminate life time (roads, bridges, etc.). Con-
sumption of fixed capital (which should be distinguished from deprecia-~
tion allowed for tax purposes or the depreciation shown in the internal
accounts of an enterprise) must be estimated starting from the value of
the stock of fixed capital goods and the probable economic life of the
different categories of these goods. In estimating the value of the
stock of capital goods, their initial cost should not be taken into

account but their current value at replacement prices.

Consumption of fixed capital is calculated according to the method of
"straight line" depreciation, that is by treating the rate of amorti-

zation as constant over the whole life time of a capital good.

(1) Throughout the ESA, the adjective "distributive” is used exclusively
with reference to transactions involving the distribution or redistri-
bution of income or wealth; it is never used with reference to whole-
sale or retail trade.
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403 (cont'd)

The provision for accidental damage included in consumption of fixed
capital is intended to cover the risk of insurable accidentzl damage
to fixed capital goods (fire, accident, etc.). When these risks are
actually insured against, the net accident insﬁrance premiums on fixed
capital goods paid by producers yield an approximate measure of the
amount of such provision. When the fixed capital goods are not insured,
or are under-insured, the amount of the provisioﬁ should be estimated
by comparison with the net premiumg which would be due in the event of

proper insurance.

In the system of accounts, consumption of fixed‘capital is not shown
as a flow between the production account and the capital account, but

is recorded below each accounting balance (see 113 to 116).

cerfens

I}
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404. The ESA distinguishes the fcllowing distributive transactions @

Trensactions ‘ Code

Distributive transactions linked to the process of production
Compensation of employees R 10
Taxes linked to production and imports R 20

Taxes linked to production
Subsidies ~ R 30

Other transactions involving the distribution of income

Property and entrepremeurial income R 40
Actual interest
Imputed interest on insurance technical reserves
Income from land and inténgible asséts

Dividends and 6ther income distributed by corporate
enterprises

Withdrawals from the entrepreneurial income of quasi-
corporate enterprises

Accident insurance transactions L | R 50
Net acéident insurénce premiums ‘
Accident insurance claims!'
Unrequited current transfers n.c.c. R 60
Current taxes on income and wealth
Actual social welfare contridbutions
Imputed social welfare contributions
Social welfare benefits
Current transfers within general government
Current transfers to private'non-profit institutions
Current international co-operation
Private international transfers
Miscellaneous current transfers
Transactions involving the distributiqn of capital i
Capital transfers . » R 70
Investiment grants '
‘Caﬁitél taxeé ‘
Other capifal transfers

Change in the actuarial reserves for pensions
(adjustment flow) F 911

R 21

R 41
R 42
R 43

R 44

R 45

R 51
R 52

R 61
R 62
R 63
R 64
R 65
R 66
R 67
R 68
R 69

RT1
R 72
R 79
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405 - 407

405. Distributive transactions are shown in several accounts of the ESA :

a)

c)

distributive transactions linked tc the process of production

- . compensation of employees {R 10), taxeés linked to production and
imports (R 20) and subsidies (R 30) appear in the generation of in-
come accounts of producer sectors and branches. Their corresponding
entries are recorded in the distribution of income accounts of the
sectors concerned (households for the compensation of employees,
general geovernment for taxes linked to production and imports and
for subsidies) or in the account current transactions of the rest
of the world:

other transactions involving the distribution of income -~ property
and entrepreneurial income (R 40) accident insurance transactiuns

(R 50) unrequited current transfers n.e.c. (R 60} - appear in the

distrivution of income accounts of sectors and in the account current

transactions of the rest of the world;

capital transfers (R 70) - investment grants, capital taxes and other
capital transfers - are reccrded in the capital accounts of sectors
and of the rest of the worlds

the change in the actuarial reserves for pensions (F 911) constitutes
an adjustment flow which is recorded in the use of income accounts of
the sectors concerned and in the account current transactions of the
rest of the world.

COMPENSATION OF EMPLOYEES (R 10)

406. Definition : The compensation of employees (R 10) includes all payments

in cash and in kind made by employers in remuneration for
the work done by their employees (see 815) during the

relevant period.

407. These payments cover :

~ gross wages and salaries (R 101)

~ employers' actual social welfare contributions (R 102)

~ imputed social welfare contributions (R 103).

STATE
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408, 409

Gross es and salaries (R 101
| (1) | .
408. Gross wages and salaries (R IOlS include the following elements ¢

a) basic wageé and salaries

b) enhanced retes of pay for overtime, nightwork, weekend work

c) cost of living allowances, local allowances and expatriation
allowances

d) bonuses based on productivity or profits, Christmas end New Year

- bonuses, ™13 month" pay (annual supplementary pay)

e) allowances' for transport to and from work

f) holiday pay for official holldays or annual holidays

g) commissions, tlps, attendance and directors fees paid to employees

h) value of bonus shares distributed to employees (see 731, 732)

i) payments made by employers to thelr employees under savings
schemes ) .

j) payments in kind,'i.e. goods and services, supplied free, or at
reduced prices, to ehployees for their own eonsumption (food,
drink, tobacéo, fuel, housing, clothing, and meals and uniforms
-for members of the armed forces)

k) Housing allowances paid in cash by employers to their employees.

409. Gross wages and salaries do not include :

a) expenditures by employers which are to their own benefit as well

as to that of their employees, such as : '

- allowances or reimbursement of employees for travelling, sepa-
ration, removal and entertainment expenses incurred in the
course of their duties ~ ’ o '

-. expenditures on providing amenities at the place of work, medical
examinations, supplyitig working clothes (other than military
uniforms)

- current expenditures devoted to sportihg or recreational facilities
intended for employees . )

- current expenditures on the transport of employees to and from

A 'work organised by their employers.

These expenditures are included in the intermediate consumption

verfunn

(1) Wagés and salaries are described as gross because they are shown before
‘deduction of social welfare contrlbutlons payable by employees and
, taxes .on. 1ncome deducted at source. o )

.ty S

of employers (see 323 a).
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410 - 411

410.

411.

b) allowances to employees. for the purchase of tools, equipment or
special clothing (exceﬂ%néfliféf&'uﬁiforﬁé) néééedmfa} their work,
or that part of their wages or salarios which, under their contracts,
employees are required to devote to such purchases. These expendi-
tures are included in the intermediate consumption of employers
(see 323 b). '

¢) the amounts of wages and salaries which employers continue to pay
to their employees temporarily in the case of sickness, maternity,
industrial injury, disabiliiy, redundanéy, etc. These payments are
treated as social welfare benefits (see 479), with the same amounts

being shown under imputed social welfare contributions.

Employers' actual social welfare contributions (R 102) :

The employers' actual social wélfare contributions (R 102) consist of
the payments made by employers to insurers (social security funds, ine
surance enterprises, central or iocal'governmenf agencies in the case
of civil servants), for the Benéfit of their:empioyées. These payments
cover statutory, couventional,'cohtractﬁal and vbiuntary contributions
in respect of insurance against the riské of sickness, maternity,
disability, old age and surviveré, unemployment, industrial injuries

and occupational diseases, and in respect of family allowances.

Although paid directly by employers to the insurers,. these employers'
contributions are treated as a component of the compensation of em-

ployees, who are then deemed to pay them over to the insurers.

Imputed social welfare contributions (R 103)

Imputed social welfare contributions (R 103) represent the counterpart
of social welfare benefits paid directly, - i.e. in the absence of any
circuit of actual contributions - by employers to their employees or
former employees and other entitled persons (l).

The fact that certain social welfare benefits are'baid dirsctly by
employers, and not through the medium of social security funds or other
insurers, in no way detracts from their character as social welfare
benefits; but, since the costs of these benefits form part of the eme
ployers' labour costs, they should also be included in the compensation
of employees. o L aeefese

(1)

Imputed social welfare contributions include an amount equal in value to
the wages and salaries which employers temporarily continue to pay in the
event of the sickness, ernity, 1ndus§ria1‘injury,‘&isability, redun-
dancy, etc. of their employees {see 479).
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412 - 413

In the accounts of the employers!’ sectors; the costs of direct social

" welfare benefits appear'first among uses in the generation of income

account, as a component of the compensation of employees, and a second
time among uses in the distribution of income account, as social wel-
fare benefits (see 483). In order to balance the latter account, it is
assumed that the households of employees pay back to the employers!'
sectors the imputed social welfare contributions which finance the direct
gocial welfare benefits provided to them by‘these game employers. This

notional circuit is similar to the actual social welfare contributions

of employers, which pass through the accounts for households and which

are deemed to be paid by them to the insurers.

For the valuation of imputed social welfare contributions, the amount

"of which does not necessarily coincide with that of direct social wel-

' fare benefits, reference should be made to the heading R 63 (see 468-473)

413.

The compensation of employees may consist of 3

a) the compensation of resident employees by resident employers
b),the compensation of resident employees by non-resident employers
c) the compensation of non-resident employees by resident employers.
The ESA records these different items as follows :

- the compensation of resident and non-resident employees by resident

. employers groups together items a) and c) and appears among uses in the

generation of income account {C 2) of employing sectors and branches

- the compensation of resident employees by resident and non-resident

employers groups together items a) and b) and appears among resources

in the distribution of income account (C 3) of households

- item b), compensation of resident emplovees by non-resident employers

appears amohg uses in the accoint current transactions of the rest

of the world (C 7)

-~ item ¢), compensation of non-resident emplovees by resident employers

appears among resources in the account current transactions of the

rest of the world (C 7).

cefons
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TAXES LINKED TO PRODUCTION AND IMPORTS (R 20)

414, Definition : Taxes linked to production and imports (R 20) consist of

115.

416,

417.

compulsory payments which are levied by general government
or by the institutions of the European Communities on pro-
ducer units in respect of the production (1) éﬁd importa-
tion-of -goods and services or the use of factors of pro-
duction. These taxes are a component of the ex-works price
(see 629) or of the ex~customs price (see 632); producers
are liable to pay them irrespectively of whether or not

they operate at a profit.

The amount of the taxes which should be recorded includes any interest
charged on arrears of taxes due and any fines imposed by taxation
authorities; it also includes any_charges which mey be imposed in con-
nection with the collection or recovery of taxes outstanding. Uurrespone
dingly, it is reduced by the amount of any tax rebates made by general
government as a matter of edonémic policy and any tax refunds made as

a result of over-payments.
Taxes linked to pfoduction and'imports may be divided into :

- taxes linked to production (R 21)
- taxes linked to imports (R 29).

Taxes linked to production (R 21).

Taxes linked to production (R 21) include, in particular, the
following duties and taxes V

a) value added tax (2) (see appendix)
b) other taxes on turnover (2)

c) excise duties and other consumption taxes (2)

) d).regist:ation duties, except those levied‘on inheritances and

gifts inter—vivos (see 4109 a)

@) stamp duties, except those paid by households for certain services
provided by general government (see 496 a) o .

f) sales taxes 7

g) entertainment taxes _ /

(1)

Production is defined in the broad sense used in national accounts and
includes the production of services such as transport, trade, finance,
insurance, etc. Taxes incurred on the sales or purchases of goods and

" services are therefore part of taxes linked to production.

(2)

Except for that part which constitutes taxes linked to imports (see 418).
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| | 418, 419

h) taxes on lotteries, gémbling and betting, except those levied on
the amounts won o ‘ | (

i) taxes on motor vehicules whenever these are fixed capital goods

j) taxes on land and buildings, except wﬁen these taxes constitue
merely an administrative device for assessing and collecting the
total income tax (1)

k) taxes on the total wage bill or on the capacity of the power ine
stalled

1) taxes on movements of capital

m) the profits of fiscal monopolies which are transferred to the govern-
ment

n) the operating surpluses of public enterprises which, without being
constituted as fiscal monopolies, actually occupy a monopolistic
position, to the extent that these surpluses tend permanently to
exceed a normal margin of profit

o) duties on exports

p) duties, fees or contributions to costs paid by producer units to gene: .
government in respect of services provided by the‘IQtter,'as a matter
of general policy, and which are compul sory wﬁenever these services

. are required (for example, paséﬁort and;driVing iidque, fees, legal

costs).

Taxes_linked to imports (R 29)

Taxes. linked to imports (R 29) represent tompulsory payments levied by

general government or by the institutions of the European Communities on

imported goods in order to admit them to free circulation on the economic

territory of a ceuntry. These payments inélude, in particular, customs
duties levies on imported agricultural goods, the value added tax on
imported goods, other turnover taxos affecting imported goods as well ac

excise duties and any other consumption taxes affecting imported goods.

Taxes, linked to production and imports levied by the institutions of

the European Communities include @

- taxes paid directly by resident producer units to the institutions of

the Buropean Commumities (the Coal and Steel Community's levy on

erfoen

" coal mining and iron and steel:producing enterprises).

(1)

In this case, taxes on land and building are treated as current taxes

\\\\\

on income or wealth (see 459 a).
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420.

421.

422,

423.

- taxes (for example, the lsvies on imported agricultural products) and
fractions of taxes (for example, fractions of customs duties) colleo-
ted by national governments on behalf of the institutions of the
Buropean Communities. These taxes constitute the latter*s own resources,
and their collection by national governments must be regarded purely

as a transaction on behalf of another unit (see 215).

In the system of accounts, taxes linked to production and imports (R 20)

appear

- among uses in the generation of income account (C 2) of the branches
or sectors which pay them |

~ among resources in the distribution of 1ncome account (C 3) of the
sector general government ,

- among resources in the accounf current'transacfions of the rest of

the world (C 7) (sub-seétor institutions of the Buropean Communities).
In addition, taxes linked to imports (R 29) appear :

~-among resources in-the goods and services account (C O) for the natio=
nal egconomy

- among resources in the production account (C 1) for the national eco-
nomy and for the sectors non-financial corporate and quasi-corporate

enterprises and households.
SUBSIDIES (R 30) o

Definition : Subsidies (R 30) are current transfers which general governe
ment or the institutions of the Buropean Communities, as a
matter of economic and social policy, make to. resident
units producing goods and market services with the objective
of influencing their prices and/or making it possible for

factors of production t6 receive an adequate remuneration,

Subsidies granted by the institutions of the Buropean Communities concern
only current transfers made directly by them for the benefit of resident

market producer units.

As the producer units classified in the market branches ma& belong to
different ingtitutional sectors, subs1d1es may go to any sector, provided
that they are granted in respect of some production activity for the

market.
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Subgidies include :

a) all ourrenf,transfers which general government - or the institutions
of the Eurepean Communitics - mekes to private producer units in the
market bfanohesﬂ It is assumed that such transfers are always made
as a matter of economic and social policy

b) all current transfers which general government — or the institutions

of the Furopean Communities - makes to public enterprises classified

in the sector non-financial corporate and quasi—corpofate enterprises,
except payments made by a general government agency which has assumes.
responsibility for abnormal pension charges affecting a public enter-
prise. These paymcnts must be recorded under miscellaneous current
transfers (see 496 d), because retirement and survivors, even when
they are paid directly by a public enterprise, are not deemed to be
compensation of employees but treated as social welfare benefits
¢) ourrent transfers made by a general govefnment agency intended to

cover trading losses sustained by a publlc producer unit, classified
in a market branoh, but forming part of an institutional unit incluc..
in the general government sector. It is assumed in thie case that th.
loss is covered by general government as a matter of economic and
social policy. The subsidy appears among resources in. the generation

- of income account of the branch in which the producer unit in questic:.
is classified. In the sector accounts, it appears among resources in
the generation of income account of the part of general government to

which the producer unit belongs institutionally.

424. A public enterprise may be required each year to pay over an income to
- a general government department, but at the same time may receive a
regular payment to ccver any losses. In this case, only the balance of
the two flows should be shown in the accounts. If the payment from the
government exceeds the income due from the public enterprise, the balancs
is shown as a subsidy. If, on the other hand, the balance of the two
flows is negative from the point of view of the public enterprise, the
excess of the income paid out over the transfer received should be shown
either under the heading dividends and other income distributed by cor-
porate enterprises or under the heading withdrawals from the entrepre-
neurial income of quesi—oorporate‘enterprises, according to the status

of_the enterprise.

verfens
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Grants to cover interest relief mede to producer units must also be

treated in the accounts as subsidies, even when they are intended to

encourage capital formation (1). In effect, these are current trans-

fers designed to alleviate producers' operating costs. They are treated

in the accounts as subsidies to the producers benefiting from them,
even when the difference in the interest is, in practice, paid directly

by the government tothe relevant credit institution.
The following are not treated as subsidies @

-~ current transfers from general government to households in their
capacity as consumers. These are treated either as social welfare

benefits (see 475) or as miscellaneous current transfers (see 495, 496);

-~ current transfers between different parts of general government in
their capacity as producers of nonemarket services. These arn shown

under. the heading current transfers within general government (seq 484)s

- current transfers to private non-profit institutions in their capacity
as produoers of nonemarket serv1ces. These are shown under the heading

current transfers to private non-proflt 1nst1tutions (see 487);
- 1nvestment grants (see 499 to 4106),

- annual payments into pension funds, which are shown under the heading

other capital transfers (see 4112 c¢);

~ transfers made by general government to non—fihancial corporate and
quasi-corporate enterprises to cover losses accumulated over several
accounting years, or exceptional losses due to factors outside the
control of the enterprise. Such transfers are clacsified under the

heading other capital transfers (see 4112 b);

- the cancellation of debts which producer units have incurred towards
the government (resulting, for example, from loaﬁs advanced by a
government agency to a non-financial enterprise which has accumulated
trading losses over several accounting years). These transactions are

treated in the accounts as other capital transfers (see 4112 f);

verfons

(1)

However, when a grant serves the -dual purpose of financing both the
amortization of the debt and the payment of interest on it, and when
it is not possible to apportion it between these two elements, the
whole of the grant is treated as an investment grant (see 4101).
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427 - 430
- payments made by general government or by the rest of the world fer
demages to or losses of capital goods as a result of acts of war,
other political events or national disasters. These payments are

shown under the heading other cepital transfers (see 4112 a);

- shares and other equities in corporate enterprises acquired by general

government,. which are shown under thc heading shares and other equities
(see 544).
In the system of accounts, sibsidies appear :

- among resources in the generation of income account (C 2) of the
branches or sectors to whom they are paid (1)

- among uses in the distribution of income account (C 3) of general
government;

- among uses.in the account current transactions of the rest of the
world (C 7).

PROPERTY AND ENTREPRENEURIAL INCOME (R 40)
Actual interest (R 41)

Definition : Actual 1nterest (R 41) is the form of remuneratlon in respect
of certain flnanclal assets (deposits, bllls, bonds and
credits) characterised by the payment at predetermined dates

~of a fixed percentage cf the nominal value of the asset.

Interest is to be recorded before the deduction of any taxes incurred

on income and wealth.

The following are also treated as actual interest :

a) interest charged on bark overdrafts, extra interest paid on deposits
left longer than originally agreed, and payments to certain bond
holders which are determined by lottery (2)

b) the net rent received by residents as owners of land and buildings in
the rest of the world, or by non-residents as owners of land or buil-
.dings on the economic territory, In effect, as a result of the con-
ventions - -adopted in the ESA (see 211), in respect of all transactions

in land and buildings carried out on the economic territory of a country
by non-resident units, the latter are considered to be noticnal resident
. units against‘whom the non—resident owners have a financial “claim

Except grants to cover 1nterest rellef which are reeorded among resources

" 0f the units whlch benefit from them.

Also included in actual ‘interest is the difference between the nominal
value of a bill and the price at which it is sold on issue, when this dif-
ference represents interest paid in advance (see 539).
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(medium and long term loans, see 564 b). The net rent received by the

‘non-resident owner therefore represents the actual interest on this claim.

431. In the‘system of accounts, actual interest is shown :
- among resources and ahong uses in fhe distribution of income
account (C 3) of sectors (1)
-~ among resources and among uses in the account current transactions
of the rest of thé world (C 7).

Imputed interest on insurance technical reserves (R 42)

432. Definition : The imputed interest on insurance technical reserves*(R 42)
represents that part of the interest accruing from the
technical reserves held by insurers (life insurance compa~
nies, autonomous and non-autonomous pension funds - other
than those classified in the sub-sector social security
funds - and accident insurance companies) which is credited

to the polieies holders.

433. The amount of imputed interest is valued as follows : '

a) In the case of profit-making life insurance and accident insurance
institutions, it includes the interést yielded by the technical re-
serves (2) which is
- added to the actuarial reserves against outstanding risks
- added to the reserves and liabilities towérds policy holders

for profit sharing

~ distributed directly to the insurer.

b) In the case of pension funds and non-profit making insurance insti-
tutions it includes the whole of the property income derived from

the investment of the technical reserves.

434. In the system of accounts, the imputed interest on insurance technical
reserves appears :
- among resources in the distribution of income account (C 3) of households
- among uses in the distribution of income account (C 3) of the insurers
- among resources and among uses in the aocount current transactions of
the rest of the world {C 7). : - voifenn

(1) This practice differs from that of most business accounting, where
interest paid 1s normally shown as a fixed charge in. the.operatlng~aeoount.

(2) This interest does not necessarily correspond to the whole of the property
income which an institution derives from the 1nvestment of its technical
reservese. ,
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Income. from land and intangible assets (R 43)

435. Definition income from laﬁd and intangible assets (R 43) is the
income which owners of land and intangible assets receive
from other units in return for conceding the right to

maké use cf these assets.
436. Income from land and intangible assets includes :

a) the net rent of agricultural lond (and associated agricultural

| bulldlngs) actually due to the.owners.. »
This covers bcth farm tenancies and crop sharing, after deduction
from the rent the part representing the rent of dwellings, maintenanae

expensés and any land taxes which are charged against the user.

"b) rent and royalties paid for the right to make use of non-agricultural
land, such as royalties 6n‘fhe:working of mineral deposits, oilfields
or natural gasfields, forests and fishing grounds, the right to con-
struct buildings or roads, or rodyalties for occupying public blaces

or landy - -

¢) income from the ownershlp of 1ntang1b1e assets, guch as royaltles

from patents,. copyraghts fron literary and artistic works, etc.
437. The following are not 1nc1uded in income from land and 1ntang1ble assets %

a) thé rent of non—agrlcultural bulldlngs_and of dwelllngs; these rents
are treated as the payment for a market service provided by the owner
$o the tenant of the building or dwelling, and are shown in the accon.
as intermediate consumption (see 323 e) or as final consumpticn of tic

tenant units -

'b) the proceéds from the sale of intangible assets by institutional
units (e.g. the sale of patents, trade marks, etc, ). These are capita’
transactions, whose net balance is shown for each sector in its capitz.

account under the heading net purchases of intangible assets (see 3103

. 438. In the system of accounts, income from land and intangible assets is

recorded 3

- among resources agnd among uses in the distribution of income account
(¢ 3) of sectors

- among resources and among uses in the account current trﬁhsactlons of
the rest of the world (C 7). ‘

erfeen



- 112 - 08/59/71-E

439 - 442

Dividends and other income distributed by corporate ente riseg R

439. Definition ¢ Dividends and other income distributed by corporate enter-
prises (R 44) covers all the income which corporate enter-
prises decide, in view of their trading results, to distribute
in the form of dividends, shares of profits, etc. to the
owners of their capital.

440. These eésentially variable incomes correspond to the remuneration in respect
of the capital represented by shares and other forms of equity in companies,
public corporations, co-operatives societies or partnerships recognized as

independent legal entities.
This heading also includes :

. = the income paid to genéral government by public enterprises recognized
as independent legal entities, but not formally constituted as corporate

enterprises

- the income (attendance and direc%drs' fees, etc.) which corporate enter-
prises pay to members of their boards of directors etc. in so far as
these persons are not employees of the énterprise. (see 408 g)

-~ bonus shares issued to shareholders and financed out of profits realised
during the accounting year (see 724 b).

441. In the system of accounts dividends and other income distributed by cor-

porate enterprises apbears H

~ among uses in the distribution of income account (C 3) of the sectors
in which the corporate enterprises are classified; '
- among resources in the distribution of income account (C 3) of the sectors;
- among uses and resources in the account current transactions of the rest
of the world (C 7).

Withdrawals from the entrepreneurial income of guasi-corporate enterprises (RA5)

442. Definition : Withdrawals from the entrepreneupial income of quasi-corporate
enterprises (R 45) consist of the amounts which éntrepreneurs
actually withdrew for their own uses from the profits earned
by the quasi-corporate enterprises (1) which théy own and operate.

(1) For the definition of a quasi-corporate enterprise see 222 e), 225 o)
© ‘‘and 235 e).
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443. These amounts arc t6 be recorded before the deduction of any current

444.

4454

446.

447.

taxes on income and wealth,;whiéh are always deemed to be paid by the

owners of the businesses.

When a quasi-corporate enterpriée makes 2 tra&ing profit, the unit which
owns it may choose to leave part or all of the profit in the business,
especially for investment purposes. This income left in the.business appeax’
as saving by quasi-corporate enterprises, only the profits actually with-
drawn by the owner units being recorded in the accounts under the heading

withdrawals from the entrepreneurial income of quasi-corporate enterprises.

An identiéal solution is adopted for prdfits earned in the rest of the
world by the branch-offices, agencies, etc. of resident entreprises, in
so far as these braﬁch;officés, etc. are treated as non-resident units.

The profits reinvested locally are included in the saving of the rest of

“the world, while only the income actually transferred to the parent enter-

prise is treated 1n the acoounts as w1thdrawals from the entrepreneurial
income of qua51-corporate enterprlses received from the rest of the world.
The same prlnclples are applled t0 deal w1th the relatlons between branch~
offices, agencies, etc. operating on the economic territory and the non-

resident parent enterprise on which they depend.

When a guasi-corporate enterprise makes a current trading loss, the funds
furnished by the owner unit to cover this loss are treated in the accounts

as follows ¢

a) in the case of a private owner, they are shown with a negative sign
under the heading withdrawal from the entrepreneurial income of

quasi-corporate enterprisess
b) where the owner is the government, as a subsidy (see 423 b).

The heading withdrawals from the entrepreneurial income of quasi-corporate

‘enterprises does not include amounts which their owners receive :

- from the sale of existing fixed capital goods (see 618, 625)

- from the sale of land and intangible assets (see 398)

' - from withdrawels of capital (e.g. the total or partial liguidation

of their equity in the quasi-corporate enterprise, see 551,d).

ceeifeen
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In the system of accounts, w1thdrawals from the entrepreneurlal income

- of quas1—corporate enterprises appears H

- among uses in the distribution of income account (C 3) of the sectors
in which the quasi~corporate enterprises are classified

~ among resources in the distribution of income account (C 3) of the
oyner gectors ’

- among uses .and resources in the account current’ transactlons of the
rest of the world (C 7). . '

ACCIDENT INSURANCE TRANSACTIONS (R 50)

Accident insurance transactions (R 50) are transactions relating te¢
coverage against risks such as third party liability{ fire, flood, acci-
dent, theft, sickness and other miscellaneous risks (1).

Net cccident insurance premiums (R 51)

Definition : Net accident insurance premiums (R 51) are equal to the total
gross premiume .which resident and non-resident units are re-
gquired to pay to insurance enterprises in respect of insurance
contracts, other than life insurance contracts (2) after

‘ deducting 2 | ‘

= the value of the insurance services provided
- changes in the actuarial reserves against outstanding risks,
less the imputed interest on these reserves
- changes in the réserves and liabilities towards policy holders
for profit sharing, less, on the one hand, interest received
other than interest originating from the investment of techni-
cal reserves and, on the other hand, any capital gains or

losses realised, to the extent that such interest, gains or

ceefonn

losses are distributed to the insured.

(1)

(2)

The terminology “accident insurance" is preferred to "casualty insurance"”
uged in the U.N. system of naticnal accounts, because a casualty is normally
understood to be a person who suffers physical injury. Many forms of acci-
dent, e.g. fire, do not necessarly involve personal injuries.

Net life insurance premiums do not appear as such in the system of accounts.
They are divided between ' .

a) premiums constltutlng a form of social welfare contributions .

b) other life insurance premiums.

The former are included under the heading actual social welfare contributions
and the latter are not treated as distributive transactions. Both categories
of net life insurance premiums affect the change in insurance technical

reserves (P 90) which appears in the financial account (see 569).
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Net accident insurance premiums do not include payments to insurers

congidered as qctual social welfare contributions (see 464 c).

In the system of accounts net accident insurance premiums are recorded :

- ampng uses in the distribution of income account (C 3) of resident

o4

policy holders;

- among uses in the account current transactions with the rest of the
world (for non-resident policy holders) (C 7)

- among resources in the distribution of income account (C 3) of resident
insurance enterprisess

- among resources in the account current transactions of the rest & the

world (for non-resident insurance enterprises) (C 7).

Accident insurance claims (R 52)

Definition ¢ Accident insurance élaims (R 52) represent the amounts due
‘ under contracts fefgfring to accident insurance (1); that is,
'the amounts which insurance énterprises are obliged to pay ir
settlement of injuriee or damages suffered by persons or gocd.-
(including fixed capital goods), and the additional sums paid

to the insured in the form of distributed gains.

Accident insurance claims do not include payments which constitute social
welfare benefits (see 478 b). -

Accident insurance claims are treated in the accounts as direct flows from

insurance enterprises tc the units which are the ultimate beneficiaries.

In the system of acocounts, they are recorded :

- among uses in the distribution of income’ account (C 3) of resident in-
surénce enterprises;

- among uses in the account current transactions of the rest of the world
(in the case of non-resident insurance enterprises) (C 7)3

-~ among resources in the.distribufion of income account (C 3) of the bene-
ficiary sectorss '

- among resources in the account current transactions of the rest of the

A

world (in the case of non-resident beneficiaries) (C 7).

(1)

Life insurance claims do not appear as such in the system of accounts.
They are divided between

a) claims constituting o form of social welfare benefits

b) other life insurance claims.

The former are included under the heading social welfare benefits and the

latter are not treated as distributive transactions. Both categories of 1i7:.
insurance claims affect the change in nsuranc technlcal reserves (F 90
which appear in the financial account (see


collsvs
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UNREQUITED CURRENT TRANSFERS (N.E.C.) (R 60)

These transfers cover unrequited current transfers excluding taxes linked
to production and imports (R 20) and subsidies (R 30).

Curront taxes:on income and wealth (R 61)

Definition : Current taxes on income and wealth (R 61) cover all compul-
sory payments levied periodically by general government and
by the rest of the world on the income and wealth of insti-

tutionai units.

The amount of the taxes which should be recorded includes any interest
charged on arrears of taxes due and any fines imposed by taxation autho-
ritiesy it also includes any charges which may be 1mposed in connectlon
with the collection or recovery of taxes outstand1ng. Correspondingly,

it is reduced by the amount of any rebates made by general government as
a matter of economic policy and any tax refunds made as'a result of over-

payments.
Current taxes on income and wealth include, in particular :

a) taxes on personél income (income from employment, préper¢y, entre-
preneurship, pensions, etc.), including taxes on land and buildings
whenever the latter taxes constifﬁte.merely an administrative devise
for assessing and collecting the'total income tax (see 417 j)

b) taxes on profits of companies and of other corporate bodies '

c) current taxes on the capital or wealth of households, corporate
enterprises and non-profit institutions

d) taxes on the amounts won in lotteries, gambling or betting

e) taxes paid‘by households on motor vehicles which are not used for

purposes of production.

Current taxes on income and capital do not include :

)

a) inheritance taxes, death duties or taxes on gifts inter-vivos, which
are deemed to be levied on the capital of the beneficiaries and are

shown under the heéding taxes on capital (see 4109 a)
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b) occasional or exceptional levies on capital or wealth which are

shown under the heading taxes on capital (see 4109 b)

c) licence fees on the use of radio and television receiving sets, the
proceeds of which are allocated to the broadcasting and television
services. These fees are treated as purchases of market services
(seq 308 a). C

In the system of accounts, current taxes on income and wealth are recorded

- among uses in the distribution of income account (C 3) of the sectors in
which the tax payers are classified '

- amcng resources in the distribution of income account (C 3) of general
‘goverﬁment )

- among uses and resources in the account current transactions of the

rest of the world (C 7).

Actual social welfare comtributions (R 62)

Definition : Actual social welfare contributions (R 62) include all pay-
ments made by insured persons or their employers to institu-
tions providing social welfare benefits in order to acquire

or maeintain the right to these bensfits.
Among actual social welfare contributions, a disfinction is drawn betwesn

a) Employers' actual social welfare contributions (R 621). These correspon:
to flow R 102 (see 410)

b) Employees' social welfare contributions (R 622)
c) Social welfare contributiqns by self-employed and non-employed persons
(R 623).

This breakdown of actual social welfare contributions is provided in tabl-

"Although employers pay their contributions directly to the insurers - as

well as their employees' contributions in many cases - all these contribu-

tions are first shown in the accounts as part of the compensation of

resident or non-resident employees, and are then deemed to be subsequently

paid by resident or non-resident househclds to the insurers.

According to the sectors or sub-sectors which receive them, actual social

welfare contributions can be divided into :

a) social welfare contributions to social security funds

"0/..0
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b) social welfare contributions to other sub-sectors of general governe

ment (e.g. pension contributions made to central or local government)

¢) social welfare contributions to pension funds, friendly societies,
insurance companies and other institutions classified in the insurance
enterprises sector. Premiums and contributions paid to these institue
tions are shown under the heading actual social welfare contributions
in so far as the returns to which the contributors are entitled con-

stitute social welfare benefits (see 478 b)
d) social welfare contributions to the rest of the world.

Payvments of actual gociel welfare contributions may be compulsory for the
following reasons : general statutes, regulations, collective agreements
at the level of an industry, agreements between employer and employees

at the enterprise level, or because they are written into the contraoct
for the individual employment..In.certain cases, the contributions may

be voluntary.
The voluntary contributions envisaged here relate to 3

a) social welfare contributions which persons who are not, or who are no
longer, legally obliged to contribute, pay or continue to pay to a

social security fund

b) social welfare contributions paid to insurance enterprises (or friendly
societies and pension funds classified in the same sector) as part of
supplementary insurance schemes organised by enterprises for the benefit
of their employees and which the latter jein voluntarily

c) contributiong to friendly societies with membership open to employees

or self-employed workers.

Actual social welfare contributions to social security funds or other

government agencies are recorded gross, as distributive transactions.

On the other hand, social welfare contributions paid to insurance enter-
prises, and friendly societies and pension funds included in the same
sector, are recorded net, i.e. after deduction of that part of the contri-
butions which represents the value of the insurance service provided to

(resident and non-resident) households. Under the conventions adopted,

ceufone
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this part of the contrihutions.represents; -in effect, tane payment fecr
a market service which forms vart of the finalAconsumption of households,
or, in the case of contributions paid by non-resident houséhblds, part

of exports of services.
467. In the system of accounts, actual sceial welfare contributions are recorce.

- among uses in the distribution of income account (G 3) of households

~ among uses in the account current transactions of the rest of the world
(in the case of non-resident households) (C 7)

- among resources in the.distribution of income account (C 3) of resident
insurers »

- among resources in the account current transactions of the rest of the

world (in the case of non~resident insurers) (C 7).

Imputed social welfare contributions (R 63)

468. Definition : Imputed social welfare contributions (R 63) represent the
counterpart of social welfare benefits paid directly,
-~ i.es in the absence of any circuit of actual contributions ~
by employers to their employees or former employees and other
entitled persons. They correspond to flow R 103 (see 411).

469. It is necessary to introduce a circuit of imputed social welfare contri-
butions if the social welfare benefits distributed directly by employers
are to be included in the accounts under the heading social welfare bene-
fits and if the cost of these benefits is to be included in the compensa~

tion of employees paid by the employer.

470. In the case of direct social welfare benefits other than retirement and

survivors' pensions and;p_yments for industrial injuries, (s1ckness bene~

fits, family allowances, etc.) the value of the imputed social welfare

contributions is identical with that of the direct benefits provided.

. In the case of compensation for industrial injuries, which employers are

obliged to pay their staff when they ar¢ not insured against this risk,
the amount- of the imputed social welfare contributions should be zssessed
on the basis of net premiums required by institutions which insure agains:

similar industris] injuries.



471

471,

- iad'_ 08/59/11-E

In the case of retirement and survivofsApensions paid directly by employers

to . former emplgyées or their surviGdrs, the following cases should be

distinguished :

=~ scheme without separately constituted reserves

- schemes with separately oonstltuted reserves where the employees
benafit from guaranteed rights )
- schemes with separately constituted reserves, but where the employees

have no guaranteed rights.

Retirement §cheﬁes without separately constituted reserves:

This is ussually the case with general government and public enterprises
whose employers have the status of established civil servants. It is alse

found in enterprlses in the prlvate sector.

- In the case of prlvate enterprlses who pay retirement pensions without
having constituted reserves for this purpose, the amount of imputed
social welfare contributions is taken to be equal to the retirement

pensions actually paid.

- In the case of retirement schemes operated by general government or
by public enterprises for the benefit of their employees without any
.separately constituted reserves, the following rules apply :

a) wherever there is a normal and stéble ratio betweén the number of
active personnel and the number of pensioners, the_amount of imputed
retirement contributions is assumed to be equal to the pensions paid.
This is a simplification based on the assumption that the pension

scheme is self-balancing on a year to year basis.

b) when, as a result of political events or econofiic changes, the ratio

between the number of active personnel and the number of pensioners
changes appreciably and become abnormal, it is necessary to assign

an imputed value for the contributions for the active personnel which
is different from the actual value of the pensions paid. A reasonable
percentage of the salaries paid to active personnel can be used for

this purpose.

¢) in the case of public enterpriseslwhich bear abnormaelly high pension
charges, the amounts paid by the government to defray part of these
charges are treated as miscellaneous current transfers and not as
subsidies (see 423 b and 496 d4). y
Y
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d) when a deduction is made from the salaries cof officials, it is the

gross salary which is included in the compensation of employees. The
amount of the deductions is treated as an actual social welfare contri-
"bution on the part of employees. On the other hand, the amount of

imputed social welfare contributions must then be calculated as follows

- as the difference between the pensions paid and the deductions for
pensions, when it can be assumed that there is a stable and normal
ration between the numbers of active personnel and of pensicners

(see 471 a)

- a,é the difference between the total contributions, as estimated on the
basis of the salaries paid to active personnel, and the deductions for
. pensions, when it is assumed that the ration between active and retired

personnel is abnormal (see 471 b).

Retirement schemes with separately constituted reserves where the emvloyer-

benefit from guaranteed rights

In such cases, where the reserves are not at the dispcsal of the employer,
the employer's contributions to the pengion funds established by him must
be treated as the imputed social welfare contiributions, the pensions

actually paid being shown as social welfare benefits.

A solution of this kind is essential because the schemes in question are
often expanding, with the additions to reserves for exceeding the bene-
fits actually paid. The change in these reserves must be treated as saving

of households (resident or non-resident) (see 4116 b).

Retirement schemes with separately constituted reserves, but wherz the

empl oyees have no guaranteed rights

When the employees have no guafanteed claims against the constituted
reserves, the appropriate solution is to record as imputed social welfare
contributions an amount equal to payments made from the funds to retired
staff. The change 1n the reserves has to be con81dered as sav1ng of the

sectors to which the employers belong.

In the system of accounts, imputed social welfare contributions are record~

- among uses in the .distribution of income aceount (C 3) of households and

, v1n the account. current transactlons of the rest of the world (C 7)

- among resources | in the dlstrlbutlon of ineome account (C 3) of the
' employer sectors and in the account current transactions of the rest
of the world (C 7)0 ’ 'ao/o.c
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Social welfare benefits (R 64)

Definition : Social welfare beneflts (R 64) 1nc1ude a11 current transfers,
in cash or in kind, provided to households through the inter-
vention of a third party (i.e., by a unit other than a house-
hold), which are made available personally and which are in-
tended to cover charges incurred by households because of the
appearance; or existence, 6f certain risks or needs, without
there being any simultaneous, equivalent counterpart provided

in exchange by the beneficiary (1).

The list of risks or needs which may give rise to social welfare benefits

is, by convention, fixed as foildw': |

a) sickness

b) old age, death and survivers

¢) disability

d) physical or mental infirmity s

e) industrial injury and occupational disease

f) unemployment

g) family responsibilities

h) personal injuries suffered hecause of acts of war, other pclitical
events and natural disasters

i) vocational training of adults (2)

j) housing (2).

There are two basic principles underlying the definition of social wel-

fare benefits :

- there must be intervention by a thlrd party (i.e. by a un1t other than
a household)

- there must be no simultaneocus, equiValént'céunterpart brovided in ex~

cerfenn

chenge by the beneficiary.

(1)

(2)

This definition cgonforms to that adopted in The Social Accounts in the
European Community, OSCE, Social Statistics, nc. 3 = 1970 (not available
in English).

The following are regarded as social welfare benefits :

~ in the case of the vocational training of adults, payments made by
public autherities in order to cover loss of salary due to absence from
work for reasons of vocational training

-~ in the case of housing, payments made by public authorltles in order
to subsidise rents paid by tenants, with the exception of gimilar béne-
fits paid by the public authorltles in their capaclty as employers.
(see 408 k).

. s
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The intervention of a third party (or of a unit other then o hcusehcld),

which is the first necessary condition, must be undecrstood in two senses ¢

a) it implies, in the first place, that a unit other than the household
concerned undertakes, totally or partially, to cover the charges
resulting from the risks or needs in question. Thus, for example, the
costs of medical attention or medicines borne, in whole or in part,
by a household in the event of sickness fall outside the scope of

social welfare benefits

b) it further implies that the coverage of the risks or needs results from
an act of collective foresight, thus excluding all benefits which might
result from poligcies taken out by individual households on their initia-
tive and on their own behalf. Thus, reimbursement under a private con-
tract of sickness insurance taken'out by an individual in fawvour of him-
self or his family is not a social welfare benefit, but' is shown in the
accounts under casualty insurance claims. On the other hand, claims paid
out under private group insurance schemes taken out because they are re-
quired by law, regulation, convention or contract (af the level of the

industry or enterprise) are included in social welfare benefits.

The absence of any 51mu1taneous equlvalent counterpart provided in exchange

by the benef1c1agy is the second necessary condltlon for an item to be

treated as a social welfare beneflt. It is particularly 1mportant for
distinguishing social welfare benefits granted directly by the employer to
his employees from all the various components which make up gross wages

and salaries (see 408). All expenditures by employers for the benefit of
their employees, which can reasonably be rogarded as remuneration for work
dene byrthem\dufipg the relevant period, are thus excluded from social wel-
fare benefits. The existeﬁce of something which could be regarded as a
counterpart from the beceficiary, but which is not simultaneous, does not
prevent the benefit provided by the employer from being regarded as a social
welfare benefit. Thus, retirement and survivors pensions must no be regarded
as deferred wages or salaries (whose counterpart is the work done during

the course of the working iife). An important borderline case is the con=
tinued payment by the employer of wages and salaries in the event of the
employee's sickness, maternity, disability, industrial injury, etc. These

ayments should be regarded as social welfare benefits paid directly by
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The definition of social welfare benefits implies, in particular :.

a) that, by definition, the recipients of social welfare benefits are
always households, either resident or non-resident .

b) that all sectors of the eobnomy may provide households with social
welfare benefits, in the capacity of insufers, employers or distri-

butors of social aid or assistance

¢) that not all current transfers from general government or private
non-profit institutions to households necessarily constitute soc1a1
welfare benefitsj certain payments to hougeholds (scholarshlps,
travelling fellowships, rewards, etc.) serve a different purpose
from that of social welfare benefits and are shown among miscellaneous

current transfers (see 496 e).

Social welfare benefits include :

- social welfare benefits linked tc actual contributions (R 641)

- social welfare benefits corresponding to imputed contributions (R 642)
(benéfits granted directly by employers to their employees or to
other entitled persons)

=~ cther 3001a1 welfare benefits (R 643), i.e. those granted by general
government or private non<profit institutions without any systém of

contributions or commitment attributable to employment. -
This breakdown of social welfare benefits is shown in table 12,
Social welfare benefits may take the form of

a) cash benefits
- paid regularly (for example, pensions or allowances)
- paid on a single occasion (for example, rebates of pensions,ior

benefits paid in a lump sum instead of on a regular basis)
b) the reimbursement in cash for goods and services purchased by households
c) the value of goods and services supplied in kind to households.

In the system of accounts, social welfare benefits are recérded‘:

- among uses in the distribution of income account (C 3) of the sectors
granting the benefits _

- among uses in the account"cufrent transactions of the resf'cf the world
(in the case of benefits granted by the rest of the world) (C 7)

~ among resources in the distribution of income accounf (¢ 3) of households

-'amohg resources in the account current transactions of the rest of the
world (in the case of benefits granted to non-resident households)(C 7).
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Current transfers within genersl government (R 65)

484. Definition 1 Current trahsfers within general government (R 65) include

' all transfers between the different sub—éectcrs of general
government (central government, local government, sccial
security funds) with the exception of subsidies (see 423 c¢),
investment grants (see 4104) and other capital transfers
(see 4111).

485. When a government agency (e.g. a central government department) receives
payment of taxes, a fixed part of which must automatically be transferred
to another government agency (e.g. a local authority), this is treated
as a transaction on behalf of an other unit (see 215). In this case,
that part of the tax receipts destined for the other government agency
will be shown as if it were received directly by that agency and not as
a current transfer within general government. This procedure is certainly
called for in the case of taxes which take the form of additional rates
superimposed in the taxes levied by the central government and where,
for example, the local authorities themselves have the power, within cer-

tain limits, to determine the rates of these additional taxes.

-

486. In the system of accounts current transfers within general government are
recorded among uses and resources in the distribution of income account

(C 3) of the sub-sectors of general government (1).

Current transfers to private non-profit institutions (R 66)

487. Definition : Current transfers to private non-profit institutions (R 66)
include all voluntary contributions (other than legacies and
donations), membership subscriptions and grants which private
non-profit institutions (see 246) receive from households,

and to some extent, from other units.

vefuen

‘(1) Current transfers within genersl government are flows internal to the
" general government ‘sector; they disappear when 'a consclidated account
is establighed for thes sector as a whole.
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The follow1ng are included under the headlng R 66

a) regular subscrlptlons pald by households to trade unions and political,
sporting, cultural or religious organisations classified in the sector

prlvate non=-profit institutions

b) voluntary contributions (other than lega01es and donations) from house-
‘helds, corporate enterprises and the rest of the world to private non-

profit institutions

c) assistance and grants from general government, other than transfers
tied to the specific purpose of financing capital formation, which

are shown under investment grants (see 4105).

In the system of accounts, ¢urrent transfers to private non-profit insti-

tutions are recorded : '

- among uses in the distribution of income account (C 3) of the contri-
buting sectors

- among uses in the account current transactions of the rest of the world (C7)

- among rescurces in the distribution of inccme account (C 3) of the pri-

vate non-profit institutions sector.

Current international cooperation (R 67)

Definition : Current international cooperation (R 67) includes all transfers -
between the general government and governments or international
organisations in the rest of the world, except investment

grantg and other capital transfers.. .

The heading R 67 covers :

a) the contributions of the government to institutions of the European
Communities (1)

b) the contributions of the government to international organisations

c) any current transfers which the general government may receive from the
institutions or organisations referred to under a) and b) (2)

d) current transfers between governments, either in cash (for axample,
payments intended to finance the budget deficits of foreign countries
or overseas territories) or in kind (for example, gifts of food or

e

military cquipment). TPy PP

(1)

(2)

The levies paid by resident producer units to the institutions.of the Edro-
Pean Communities are recorded in the acccunts as taxes llnked to production
paid to the rest of the world (see 419).

The transfers which the institutions of the Buropean Communities make directly
for the benefit of resident units producing for the market are shown as sube
sidies paid by the rest of the world (sec 422).
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Current international cooperation also includes the wages and salaries
paid by a government, an institution of the Eurcpean Communities or an
international organisation, to advisers or technical assistance experts

made aVailabie to developing countries.

In the system of accounts current international cooperation is recorded :

-~ among uses and resources in the distribution of income account (c 3)
cf the general government sector

- among uses and resources in the acccunt current transactions of the
rest of the world (C 7).

Private international transfers (R 68)

Definition : Private international transfers (R 68) cover transfers between
resident and non-resident households (1), other than legacies
and. donations, as well as current transfers from private non-

profit institutions to the rest of the world.

In the system of accounts, private international transfers are recorded :

- among uses and resources in the distribution of income account (C 3) of
households |

- among uses in the distribution of income account (¢ 3) of private non-
profit institutions . _

- among uses and rescurces in the account current transacticns of the
rest of the world (C 7).

Miscellancous current transfers {R 69)

Definition ¢ Miscellaneous current transfers (R 69) cover a certain number
of distributive transacticns of a kind which does not permit
them to be classified under any other heading of the distri-
bution of income account and which,because they are relativel
unimportant or confined to certain countries, are not worth

classifying under separate headings.

The heading R 69 includes, in particular :

‘a) dutiés, fees, or contributions tc costé paid\by households to gener=ml

government for services provided by the latter, as a matter of generral
policy, and which are compulsory whenever these services are required

(for example, passport and driving licence fees, legal costs) (2).

(1)
(2)

In particular, these comprise remittances by emigrants cr workers residflent
abroad to members of their family living in their country of origin.
Whenever they are paid by producer units, such payments are treated in th-
accounts as taxes linked to production (see 417 p).
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o) the proceeds from fines and penalties (1)

c) ourrent transfers from private nen-profit institutions to general
government, which are not taxes

d) payments by general government to publlc enterprlses classified in
the sector non~financial corporate and quasi-corporate enterprises
intended to cover abnormal pension charges ’

e) scholarships, travelling fellowships and rewards paid to resident or
non-resident households by general government or private non-profit
institutions ’ '

f) payments by general government in compensation for the loss of cone
sumer goods (e.g. furniture lost as a result of natural disasters)

g) bonus payments on savings granféd each period by general government

to households in order to reward them for their savings during the period.

497. In the system of accounts, miscellaneous current transfers appear :
- among resources and uses in the distribution of income account (¢ 3)
of all sectors
- among resources and uses in the account current transactions of.the
rest of the world (C 7).

CAPITAL TRANSFERS (R 70)

498. Capital transfers cover investment grants (R 71), capital taxes (R 72)
and other capital transfers (R 79).

Investment grents (R T1)

499. Definition : Investment grants (R 71) consist of unrequited transfers
by general government or by the rest of the world (2), for
the purpose of financing, in whole or in part, transactions
specially intended for gross fixed capital formation by

other institutions units.

vee)unn

(1) However, interest charged on arrears of taxes due and'fines imposed by
taxation authorities are included, in the accounts,' with the taxes to
which they refer.

(2) Investment grants made by the rest of the world include those paid
directly by the institutions of the European Communities, e.g. capital
. transfers made by the Burcpean Agricultural Guldance and Guarantee
Fund (EAGGF). R e
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4100 - 4102
The value cf capital form?tlon oarrled out by general government for the
benefit of other sectors of the economy is also to be shown under invest-
ment grants whenever the beneficiary is identifiable and become the owner
of the capital. In such cases, the capital formation is recorded among
uses in the capital account of the beneficiary and is financed by an in-

vestment grant which zppears among the resources in the same acccunt.

The heading R 71 includes not only single non-recurrent .payments designed
to finance capital formation during the same period, but also instalment

payments in respect of capital formation carried out during an earlier

~ period. Thus, that part of the annual payments by general government whic

represents the amortization of debts, contracted by enterprises for the

purpose of capital formation.projects for whose amortization the govern—
ment has assumed total or partial responsibility, are also treated as

investment grants.

Grants to cover interest relief made by general government are, houever,

‘ éiéiu&éd, even wheﬁ fhe object of the relief is to enccurage capital for-

mation. In practice, the assumption by public authorities of part of the

interest charges ccnstitutes, like the flow of 1nterest itself, a curreni

“ distributive transaction and must be "shown in the accounts under the headi: -

4102.

sub31d1es. Nevertheless, when a grant serves the dugl purpose of financing

the amortization of the debt contracted and the péymenf of the interest

on the capital borrowed, and hhen it is not possible to separate these
two elements, the whole of the grant is treated in the acoount as an in-

vestment grant (see 425, note 1).

Investment grants to the sector nen-financial corporate and guasi-corpora™

enterprises include, in addition to grants to private enterprises, grants
to public enterprises recognized as independent legal entities provided
that the government department which makes the grant does nct treat it as

a financial claim (see 551 d) against the public enterprise.

Payments made by general government to a quasi~corporate public enter-
prise for the purposes of financing capital formation must not be shouwn
in the capital account, but in the financial account under shares and
other equities (see 551, note 1). The very definition of a quasi-corporate

enterprise indicates, in effect, that while its capital can be separated

- from that of its owner ffrom an accounting point of view, its capital

. cannpt be so eeparated from a legal point of view.

. . . . . . O"Q/oép
o ) . d . oy : B .
R S . : . ) - .
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4103 - 4108

4103.

4104.

4105.

4106.

4107.

4108,

Invectment gzrants to the households sector include, in addition to

equipment and modernisation grants to businesses other than corporate i
or quasi-corporate enterprises, grants to households for the consfruction
of dwellings. In general, these grants are made by general government on

‘the specific condition of building or buying a dwelling.

mert include all fmgmunﬂnswmyde
o subwsectors of gemtral: gmrernmat (1) for the pubpose. of finane.

cing capital formation.: The most important examples are transfers from

Investment grants o ge

central government to local authorities for the specific purpose of finan-
cing their gross fixed capital formation. It should be emphasized that
transfers of a general character intended for various or indeterminate
purposes, are shown under current transfers within general government,

even if they are partly used to cover expenditures on capital formation.

The same criterion (see 4104) should be adopted to distinguish between,
on the one hand, investment grants to privete non-prcfit institutions

from general government and from the rest of the world and, cn the other

hand, .current transfers to private non-profit institutions.

Investment grants tc the rest of the world should also be réstricted to

transfers with the specific objective of financing capital formation by
non-resident units. They ihclude, for example, unrequited transfers for
building bridges, roads, factories, hospitals or schodls in developing .
countries, or for conetructing buildings for international organisations.
They can include instalmént payments 6ver a period of time as well as
gingle payments. This headihg also covers the free supply of fixed

capital goods. .. . ‘

In the system of acocounts, investment grants are recorded :

~ among uses in the capital account (C 5) of general government

- among resources in the capital account (¢ 5) of the sectors receiving
the grants

- among uses and resources in the capital account (C 5) of the rest of
the world. | ‘

Capital taxes (R 72)

Definition ; Capital taxes are compulsory payments levied by general
government at irregular intervals on the capital or wealth

of institutional units. o . cosfone

(1) Investment grants within general government are flows internal to the general

§

overnment sectors; they disappear when a consolidated account is established
or the sector as a whole.
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4109 - 4112

4109. Capital taxes include

4110.

4111.

4112.

)

a)

b)

inheritance taxes, death duties and taxes on gifts inter-vivos, which

are deemed to be levied on the capital of the beneficiaries

cccasional and exceptional levies on capital or wealth.

In the system of accounts, capital taxes are recorded :

Ot

among uses in the capital account (C 5) of the sectors in which the
tax payers are class1fled

among resources in the capital account (C 5) of general government
among uses and resources in the capital account (C'5) of the rest
of the world.

her capital transfers (R 79)

Definition s Other capital transfers (R.79) cover transfers other than

ot
a)

investment grants and capital taxes which, while not con-
stituting transactions affecting the distribution of income,
achieve a redistribution of saving or wealth émohg the dif-

ferent sectors of the economy or with the rest of the world.
her 6apital fransfers include the following transactions :

paymente by general government or by the rest of the world to the
owners of capital goods destreyed or damaged by acts of war, other
polltlcal events or natural disasters (floods, etc.)

transfers from general government to non-f1nanc1a1 corporate and
quasi-corporate enterprises to cover losses accumulated over several
accounting years or exceptional losses from causes beyond the control
cf the enterprise

unilateral annual payments into pensions funds in so far as these
payments are essentially designed to increase the actuarial reserves
of these funds

non-recurrent bonus payments on savings granted by general government
to households to reward them for.their savings carried out over a
peripd of several years

legacies and donations between institutional units belonging to dif-
ferent sectors ‘

the cancellation of debts between institutional unitS'bélongihg t$"~~'
different sectors or sub-sectors (for example, the cancellation by the
goverﬁment of & debt owed to it by a non—financial.corﬁorate enterpris>

or a féreigh countrys payments in fulfilment of guarantees which free
defaulting debtors from their obligations) ceefane
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4113 - 4116

4113.

4114.

4115.

4116.

g) confiscations
h) that part of realised capital gains (or losses) which is redistributed

to another sector (1).

Other capital transfers do not include capital movements resulting from

the shift, during a given period,‘of an institutional unit from cne sector

to ancther. These movements are treated as part of the adjustment to be

made between the capital account and the financial account. Examples are :

- the shift to the sectdr'non-financial corporate and quasi-corporate
enterprises of the capital of a sole proprietorship which is converted
into a corporate enterprise

~ the value of capital goods taken out by emigrantse.

In the system of accounts, cther capital transfers are shown among uses
and resources in the capital account (C 5) of sectors and of the rest of
the world.

CHANGE IN THE ACTUARIAL RESERVES FOR PENSIONS (EXCLUDING IMPUTED INTEREST)
(Fr911)

Definition ¢ The éhange in the actuarial reserves for pensions (F 911)

' represents the adjustment needed to show in the saving of
households the change in these reserves on which households
have.a definite claim (a claim which re-appears at the finan-
cial level as an asset under heading F 91) and which are fed
by premiums and contributions recorded in the distribution

of income account as social welfare contributions.

The actuarial reserves for pensions, whose change is recorded in the

accounts under the heading F 911, consist of :

a) the actuarial reserves of pension funds classified in the sector in-
surance enterprises, if the premiums which feed these reserves have
been recorded as actual social welfare contributions

b) the reserves of pension funds, not constituting institutional units,
which employers administer on behalf of their employees‘and on which
the latter have a definite claim (see 472 and 571), provided that the .
premiums which feed these reserves have been recorded as actual or

imputed social welfare contributions /

(1) Includes in particular realised capital gains (or losses) redistributed by
insurance institutions to their policy-holders, either in the form of direct
payments or in the form of variations in reserves and liabilities towards
the policy-holders for profit sharing (see 576).
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4117, 4118

c) that part of the actuarial reserves of life insurance enterprises

which results from group contracts taken ocut by emplcoyers on behalf
of their emplcyees and which are fed by premiums recorded as actual

social welfare contributicns.

On the other hand, the change in that part of the actuarial reserves of

life insurance enterprises which results from individual life insurance

policies taken out by households is not included under the present

heading, because individual transactions involving life insurance, even

in the case of the establishment of annuities, are only taken into

consideration at the level of financial transactions.

In the system of accounts, the change in the actuarial reserves for

pensions is recorded :

among uses in the use of income account (C 4) of the sector insurance
enterprises and other sectors administering non-autonomous pension
fundss

among uses in the account current transactions of the rest of the -
world (in the case of non-resident institutions) (C 7)j

among resources in the use of income account (C 4) of the house-
holds sectors

among resources in the account current transactions of the rest of

the world (in the case of non-resident households) (C 7).
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501, 502

CHAPTER V

FINANCIAL TRANSACTIONS

also as a liability.

Financial transactlons are those whlch have the effect of changing the

amount of flnanclal assets and/br llabllltles of institutional units.

F1nanc1al assets and liabilities are grouped accordlng to exactly the

same class1flcatlon, every asset thus being treated in the accounts

" Items

Cods

Financial gOld. . Q..‘IOOOO;OOOOOQCOOIO'Q.0000'00..00.00-

Special drawing rlghts (SDRS) eedesncveceresosnnecen
Assets consisting of special drawing rights (SDRs)
Counterpart of the net allocation of SDRS ¢ecesass

Currency and transferable Sigh't depOSitS evesoesssss
Currency and transferable sight deposits, in -
‘ national CUIrTENCY esseevecscscsssssnnocscovescses
.. Currency and transferable sight deposits, in
forelgn CUTTONCY esssesceconsecsscsssosossness
Met position in the DLF $ssevseersstcereesorssscns

O‘bher depos:LtS 9000.9000ooo-o.oo.ooo‘ona»uao‘-’...taoo
Other deposits in nativnal currency ceseccoessecoes
Time ueposlts in national CUrTENCY ceesescoses

Sight savings deposits in nat 1anal currency s

Time savings.deposits in national currency e..
Other deposits in foreign currency secsecescsseos

Bille and short term bonds .scececcsssssscsassesesaca
long term bonds seseesecoscosccsccnassssncscnsessens

Shares and. Other equltles sessesessst s vosnesabionne
Shares Psesrstescsetsressensrtterssavcsatastsenee

Other eq\lltles o.oootoo.aa-cooo.o.ono.ooo-ooo-ooo

Short term 1loansS ceeecscessscenscessscsssssscscscnsse
Short term trade credit $esecoeescnsssecoecssran
Accounts receivable and pa.yable 6300co00 0000000
. OthHer short temm loans seeecernsessesvecsacscnncs

‘ Medlum a.nd 1ong temm 103.118 ouoooo.o.oonoonooatooovob

. Medium and long term trade credit weseesecncecsscs
O‘hher medium a.nd long temm 103-1'18 S$acssessvcevecace

Insurance technlcal reserves @ses0cneons e RO RO
“Actuarial reserves against outstanding risks
and. liabilities towards policy holders
for prOflt sharlng #sescoescsvossssosnenaacnsen
' Pre-payments’ of “prémiums and reserves against
unsettled claims $90000000008300C0000BIIEETRSIRSS

F 00
F 10

F 20

F 30

F-40
F 50
F 60

1F 70

P 80

F 90

F 11

F21

F 22
F 23

F 3l
: F 311
F 312
F 313

. F 32

P9l

F 92
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503.

504 .

505,

This classification is based on the degree of liquidity of the finan-

cial assets.

The degree of liquidity of a financial asset depends on a combination

of factors, of which the most important-ares ’

- its term, i.e. the length of time which elapses between the creation
of the asset and the time originally fixed for its redemption

- its transferability, i.e. the posgibility of the oreditor transferring

the ownership of the asset to.a new creditor, Usiﬁg this criterion,

the following may be distinguisheds

~ non-transferable assets, the holder of which can cease to be the
creditor only when the debt is redeemed e

- transferable assets, which are in turn divided intos ?

- negotiable assets,. i.e. assets which are freely transferable !

- asslgnable assets,. i aesets which are traneferable only with

.

the consent of the debtor.

Traneferablllty is a criterion whlch is u-ed again to’ dietlngulsh between

instruments of investment - fznancgal claims which, are 1ntended to cire

culate and for which there are thérefore very many potentlal ‘creditors -

and instruments of flnanCIquh flnanclal ¢laims which are not intended

to circulate, and whloh therefore concern a specific debtor and oreditor.
The financial items grouped under headlngs F 00, P 11, P 21, F22,F 40,
F 50 and F 60 are 1nstrgmente’of,lnvestment, while the financial items
grouped under headings F 12, F 23, F 30, F 70, F 80 and F 90 are instru~
ments of financing. o
The brealdown of headings into sub—headinge and of the latter into sub—
positions 1ntended to0 ‘meot thé needs of analyeis, is Based on. crlterla

appropriate to each headlng. ce A

~

¢

PERS

The fact that one- of the partles to the transaction is r981dent, or non-
resident, is not ‘considered a8 a relevant oriterion in classlficatlng the
assets. Iach financial item shows transactions in financial aesets and:
liabilities between res1dents, ae well as between r951dents and non~
residents. Nevertheless, an appendlx .50 the summary table of financlal
transactions (T 15) groups together all those transacticns to wh1ch one %

.
1
i

!
of the parties is resident and the other n0n~resldent.(see 580 et‘seq.).
’ PO L .o, . . ’ |

b

L v
s e i
s ¥ -

| | | | R
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506

This grouping is intended, on the one hand, to single out the netl ac-
quisition of financial claims against the rest of the world and the
corresponding change in liabilities, and, on the other hand, to display
to what extent these consist of changes in the official reserves of the

*

monetary authorities(l),

Before examining the definition and content of each heading, it should
be made clear that the concepts of financial assets and liabilities are
being interpreted in a wide sense. While it is easy to specify for
traditional assets (currency, credits, IOané,‘bonds)‘ihé units which
constitute the creditors and debtors, certgip_items are also considered
as assets in practice, even though the iéiétionship between the parties
to the transactlon is not obviously that of creditor and debtor,

These marg1na1 items are as fbllows.

a) Shares
_The behaviour of shareholders during the 1ife of the Eompany is more

like that. of a creditor than an owner, and their fights of ownership

to the net assets become apparent only when the company is liquidated.

b) C apital invested in gua31~corporate enterprises

The financial behaviour of the investor is similar to that of a share-
-holder. ‘ '

c) Financiai<gpld

1

Since this metal is universally accepted as an international means of
payment, the absence of an institutional debtor does. not prevent all
the other characteristics of a financial asse} from being conferred

on it,

d) Insurance technical reserves

Since pollcy holders have a lesal claim on.the future benefits partly
covered by these reserves, this claim is treated as a financial asset
‘belonging to pollcy holders as a whole; even in those cases where a

policy holder can make an individual claim.

(1) The expression monetary authorities is used to designate all the central

institutbns engaged in the issue of money, controlling its intermal value
and managing the foréign reserves, whether these institutions belong to the
sub-sector central banking authorities (S 41) or to the sub-sector central
government (S 61)¢

v -
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e) Special drawing rights (SDPs)

f) Net position in the IMF W

- As the holders of these rights, 1ssued by the IMF beginning in 1970,
have the unoondltlonal right to obtain means of payment for settling
1nternatlonal transactions, these r;ghta are considered as financial
assets. R

- Those beneflttlng from allocations of SDRs, less any which may be
“eturned, are obliged to return their allocation only if they withe
draw from the system, if there is a reductlon in the volume of SDRs
tln c1rcu1at10n or if the system is wound up. These obligations are

therefore consxdered to be Ilabllltles fbr an indeflnite period,

- As the countries which have a reserve position in the Fund conse-
quently have the unng@itional right to obtain from the Fund means
of payhent for settling international transactions, the reserve

position is considered as an asset.,

'~ As countries which have used up\éredits granted by the Fund are

obliged to repay these credlts,lf no demand on their own currency
is presented by another country, the use of credits granted by the
IMF is considered as a liability. ..

507, On the other hand, no goods (except financial gold) are considered as

financial items, even those which may represent an investment (land,

antiques and works of art). Similarly, no intangible'assets are con-

sidered as financial items, -even those which provide an income

(patents, copyrights -~ see 3103, 3104).

Moreover, transactions involving future commitments, neither of which
will be provided until a fixed date -~ such as future options, openings
of .credit, forward sales, etc; - and which will not lead to actual
changes in assets and liabilities until the .expiry of the period, are
not. themselves considered to be financial transactions and are not
recorded in the system.

FINANCIAL GOLD (F 00)

508. Definition: The headxng F 00 records gold other than that 1ntended for

industrial purposes. This gold, treated as a liab111ty of
' the rest of the world, is an instrument of investment.

T —
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509, 510

509, The gold recorded under F 00 is described as financial gold, because it

510,

is acquired with the sole objective of constituting a reserve of pur-
chasing power, in contrast with industrial ‘gold, which is meant to be
used as intermediate consumption in the manufacture of certain goods.
A1l institutional sectors are capable of holding financial gold.

" Financial géld takes the form of coin, ingots and bars (1),

For its value to be recorded among flnan01a1 transactions, financial
gold must be sold on'a market, whether off1c1a1 or not., This market
fmust however, be authorised ana organised; thax is, buyers and sellers
must be able to acquire, or dispose of, flnan01al gold every day at

prices which are established or fixed at regular intervals.,

Financial assets in the form of flnan01a1 gold may 1ncrease or diminish
as a result of transactions elther in gold wh1ch was, and remains, finan-
cial gold, or in industrial gold which become financial gold, or vice

versae

The conversion of industrial gold into financial gold occurs when the
holder of industrial gold sells it to a unit who wishes to treat it as
an investment. The conversion of financial gold into industrial gold
similarly occurs when the holder of financial gold sells his investment,
the gold involved being bought for industrial purpose. When industrial
gold is converted into financial gold, and vice versa, adjusted entries
must be made to the levels of ‘exports or 1mports of goods (see 358 f,
1 1) @, - : |

(1)

(2)

Financial gold thus defined corresponds to a part of the NIMEXE position

00.50-00, namely sub-section 00,50~01 which includes the following CCT

(Buropean Communities Common Customs Tariff) positions:

71.07-Bl  Gold and gold alloys in bar, threads, section, strlps, sheets
‘ _or bands, other than industrial gold. S

72 0l-A1 Gold coin,

In practice, the conversion of industrial gold into financial gold increases
the assets of the reporting country against the rest of the world. This in—-
crease makes it necessary to compensate for the fall in the. amount of in-

"dustrial gold in the country by recording an export of goods. Conversely,

the conversion of financial gold into industrial gold diminishes the assets
of the reporting country against the rest of the world, and it is therefore

necessary to compensate for the increase in the amount of industrial gold

in the country by recording an 1mport of goods.

o
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. SPECIAL DRAWING RIGHTS (SDRs) (F 10)

. Definition: . The heading special drawing rights (F 10) is intended to
cover transactlons involving the rights allocated by the

.- IMPF', w1thout any counterpart in gpold or currencye.
Countries receiving an allocation of these claims are
committed o provide "rurrency convertible in faect" in
exchange for SDRs offered by another country, and to
accept them in payment lnstead of gold or foreign cur-
rency (1)

The heading special drawing rights is sub-divided into two sub-
headings:

- aggets con91st1ng of special draw1ng rlghts (SDRs) (F 11)

— counterpart of the net allocations of SDRs (F 12).

——

(1)

When SDRs are distributed by the IMF: -

=~ the claims of the recipient against the rest of the world,.in the form

of assets which are automatically acceptable, are increased by the
amount 6f the allocation of SDRs,
This increase is included under sub-heading F 1l.

-~ a8 the transaction which makes it possible for the accounts to be
balanced is treated as a financial trensaction (see 506 e), it must
appear as a liability equal to the rights allocated.

This liability is recorded under the sub~heading F 12,

When a country makes use of the SDRs at its disposal:

- the assets consisting of SDRs of the uéing'country decrease {(while its
reserves of foreign currency increase

- the assets consisting of SDRs of the accepting country increase (while
its liabilities in the form of its own national ocurrency convertible in
fact also increase) or its assets in foreign currency convertible in
fact decrease,

Finally, in the event of the withdrawal — in part or in fotal - of SDRs,
a reduction.in assets and liabilifies is recorded which is equal to the
amount of the inorease reoorded when they were distributed.

This method of treating SDRs in the accounts is called gross because it
shows both of the following:

- the balance of the flows concerning claims in the form of SDRs
- the net allocations (or withdrawals) affecting the period in question,
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Assets consisting of special drawing rights (SDRs) (F 11)

513. Definition: The sﬁb-heading assets coﬁeisting'of speoial drawing rights
. (F 11) covers the whole of fHe special drawing rights held
by.the'monefary authoritiesf‘fThese assets, considered as
a liability of the rest of the world, constitute instruments

of investment.

514, The sub-heading F 11 covers the balance between
~ on the one hand, SDRs’ orlglnatlng from the IMP allocatlons, plus any
acquisitions from other’ countrles partlclpatlng in the scheme or even
from the IMF itself -
-~ on the other hand, any withdrawals of SDR allocations by the INMF,
remlttances/
" iplus any - -/of:5DRs to other countries participating in 'the

scheme or even to the IMF itself.

Counteggar% of the ﬁet ellocations of special drawing rights fF 122

515, Definitions The sub—headlng counterpart of the net allooatlons of
" special draw1ng rights (7 12) is intended %o identify the
) counterpart ‘6f the allocations of SDRs, net of any with~
drawals, recelved by the monetary authorltles. This sub~
heading corresponds to the llabl;lty - for an indefinite
period -~ to reimburse\in whole or in part the SDRs in
the  event ofs ’
~ the possible withdrawal by the country from the system
on its own initiative
-a possible reduction in the volume of the SDRs in cir-
culation ‘
~ the possible liquidafion of the .entire system of SDRs.

These 11ab111t1es, con81dered as assets of the rest of the

w—

e s

s

—

world, constltute 1nstruments of financinge.
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516,

517,

518,

519,

CURRENCY AND TRANSFERABLE SIGHT DEPOSITS (F 20)

Definitions The heading currency and transferable sight erosits_(F 20)
" includes the fiduciary issue and sigﬁt deposits immediately-
convertible into the legal tender of the country without
any kind of reéfriofion,\and.wﬁich are transferable by
- cheque, banker's order or thetlike(l).

It is divided into three sub-headlngs'

- currency and $ransferable sight dep081ts 1n national currency (F 21)
- currency and transferable sight deposlts in forelgn currency (F 22)
— net position in the IMF (F 23). ‘

‘Cufrquz gnd transferable sight deposits in national éurren@y-(F 21)

Definition: The sub-heading currency and transférable sight deposits
in national currency (F 21) includes the national fiduciary
issue and sight deposits in national currency-immediately
convertible at par into the legal tender of the country
without any kind 'of restriction, and transferable by cheque,
banker's order,ior the like. These assets are oconsidered
B to be instruments of inbestmegt,

Sub-heading F 21 includes:

a) notes and coin in circulation issued by the national monetary autho-
ritles (see 505, notes 1) (2)

b) transferable sight deposits in national currency
1), with resident credit institutions
2) with resident institutional units (for example, with the State)
belonging to other sectors '
3) with non-resident credit institutions,

(1) This definition takes no account of concepts such as the money supply,

primary liquidity, etc.

(2) Currency issued by the State is deemed to be a liability of the central

government and not of the Central Bank (see 228),

T ———
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o 519 (cont'd)

Transferable sight deposits‘in national currency include, in par-

tlcular, those held by ‘credit instltutlons with other credit insti-

tutions (1), such as? '

~ sight deposits which'reéident credit institutions hold with the
.Central Bank to satisfy compulsory reserve requirements; in so

far as ‘Such &ep051ts remain transferable (2)

-~ gight deposits in natlonal currency held in other countries in

-the name of the' natlonal monetarv authorltles

- gight deposits in national currency held by the Central Bank in

the name of foreign monetary authorities.

(1) 1% should be noted that inter-bank transactions are not shown as a whole
as’ a single special item, their components being ihcluded, according to
their liquidity characteristics, .under the appropriate- headlngs of the -
system. The detail of inter-bank transactions will appear, in the tables
of financial transactions; as the difference between ‘the consolidated and
unconsolidated figures for the transactions of the sector credit institu-
tions. Sk

(2) The procedures governing compulsony reserves differ from one country to
another and do not always call for deposits to be made with the monetary
authorities. Furthermore, these rdserves do not always correspond, at a
given date, to the precise amounts of separate items in the asseis of
banks. Since the financial components of the compulsory reserves of credit
institutions have different characteristics, they should be shown under
the appropriate headings of the system, Thus, in countries where these
reserves take the form of compulsory deposits in a blocked account with the
Central Bank, they should be shown under the heading other deposits (F 30).
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I+ should be pointed out that assets in the form of national cur-

rency held by the IMF as a result of drawings made by the country

itself or as quota paymenis are not considered here nor under any
" other headlng of the system (1)

¢) certain transferable assets expressed in natlonal currency which are
considered as deposits : assets representlng the balances of sight
transactiens betweeﬁ‘eredit insfituﬁions, in 8o far as these balances
are transferabie'ahd their nature cannot be determined bscause they
result from both;depoeits and credit institutions; deposits are pre-

sumed to be predominant.: ' ‘ -

-

Working balances, or correspoﬁdents’ accounts, fall into this category
of transferable deposits. . .. ',

7

(1) The subscription quota of each country to the IMF is made up of 25 % in gold
and 75 % in national currency. Sinoe, however, only the part in gold is ac-
tually paid to the IMF initially, only this parts
-~ can give rise to automatic drawings
-~ is designated by the expression reserve position in the IMF
~ is therefore recorded as a financial claim against the Fund under heading

F 23 (see 523).

The remaining 75 % of the quotat ‘

- remains with the national monetary authorities but is at the disposal of
the IVF, normally with 74 % in the form of Treasury bills in national cur-
rency and 1'% in bank deposits

- i8 not actually put into circulation

~ is therefore considered in the system as the opening of a credlt and is not
recorded in the acoounts,

When the country draws on the Fund, within the prescribed limits and condi-

tions, in order to obtain the foreign currency it needs:

- = the reserve.position oorrespondlng to automatic drawing rights is decreased,
and if the drawings exceed the value of this position the:difference be-
comes a liability of that couniry recorded under the heading Usge of Fund
credit (see 523) corresponding to non-automatic drawing rights. This
¥ransaction is included in heading F 23

-~ the national currency assets at the disposal of the Fund increase in pro-
portion. They are added to the initial 75 % but, since they are not in
¢irculation, they are regarded not as a liability towards the Fund but as
a complementary opening of credlt, and are therefore not, recorded in the
accounts, -

When the Fund requests national currency from the country, for exampls when

there is a dnaw1ng by another country:

~ the country's reserve position increases (or 1ts use of credits decreases)
in proportion (heading F 23)

-~ the Fund receives a corresponding amount of national currenoy which is re-:
garded as a liability of the country since it is actually put into. circu-
lation (heading F 21 -

- the assets in national currency Treasury bills, put at the disposal of the
Fund within the country concerned (credit facilities) are reduced by the
same amount, although this does not appear in the accounts.

This method of accounting is called net because it shows only the actual move-

ments of reserves which are attributable to transactions taking place with the

lund.
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Currency and transferable sight deposits in foreign currency (r 22)

Definition: The .sub~heading currency and transferable sight deposits in
foreign currency (F 22) covers foreign fiduciary currency
and sight deposits in. foreign currency which are immediate—
ly convertlble into natlonal currency without any kind of
restriction and without any " cost other than the customany

) comm1s51on, "and whlch are transferable by cheque, banker's
order ér'the"iike. Thése flnanclal assets are considered

| to be 1nstruments of 1nvestmento

' Sub-headlng F 22 1ncludes= o

a) notes and c01n 1ssued by the monetany authorltles of foreign countriss

and which are held by residents

b) transferable sight deposits expressed in foreign currency:
— with resident credit institutions
~ with resident institqtional units,(fbr example,‘with the State)
' be%opging”to:other\sectors

, = wWith non-residethcrqdit.institutiqns.

This category includes, in.particular, the transferable sight deposits
-of credit institutions with other credit. institutions, such asg
- = agsets held in other countries in the name of the monetary -authori-
ties, in particular as a result of '"swap" transactions (1)
-~ assets in foreign currency held with the national monetary authori-—

ties in the name of foreign monetary authorities

(1)

A “swap" agreement is the convention where by two units (general govermment
or credit institutions) agree to the exchange,; at the request of one of them,
of the national currency of the unit requesting the swap against foreign cur-
rency at a fixed rate of exchange, and to make the reverse exchange after an
agreed period at a fixed rate of exchange.

The drawing of a resident unit against a unit with Whlch it has signed a

swap agreement means for the drawing units

-~ an increase in sight assets in foreign currency

— an increase in sight liabilities in national currency.

For the country drawn against, the exchange means an increase in sight assets
in the foreign currency of the drawing unit and an increase in liabilities
relating to the money paid to the drawing unit. These increases in assets

~and liabilities are not shown under a séparaté heading, but are included with

changes in assets and liabilities having the same technical characteristics as
the assets exchanged under the swap agreement., The forward counterparis are
not shown in the accounts (see 507).
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- other deposits in foreign ourrency (F 32).

c) certain transferable assets expressed in foreign currency. which are
considered as deposits : interwbank balances similar to those des—
oribed above in 519 (c) and which are expressed in foreign currency.

Net position in the IMF (F 23) L

Deflnltlon: Thé sub-heading net’ posltlon in the IMF (F 23) is intended
to identify those financial assets and liabilities of the
monetary authorltles which result from transactions with
the IMF (subscriptions, drawings, repurchases, etc.); the
assets invblved in such transactions should be treated
similarly to transferable s1ght depos:.ts in foreign cur=
rency. These assets and liabxlxtles agalnst and towards

- an international organisation are considered tO'be instrue~

ments of financing,

The sub;heading F 23 includes:

~ a8 financial. oclaims against the IMF : the Reserve position in the Fund,
that is the counterpart of the assets transferred to the Fund in the
form of contributions in gold, of net drawings in the country's cur-
rency by the Fund and of borrow1ng by the Fund -~ either bilateral
borrow1ng or borrowing under the "General.Arrangaments to Borrow",

- as llabllltles towards the INF 3 the Use of Fund credit, namely. the
counterpart of the fbrelgn currencies received .from the IMF after the

reserve positlon has been exhausted.,
OTHER DEPOSITS (F 30)

Definitions The heading other deposits (F 30) covers all deposits other
‘ than transferable sight deposits; that is, deposits which

cannot be utilised without notice, without restriction and

without some previous arrangement.. These assets constitute

instruments of financing.

The heading F 30 is subdivided into two sub-headings:
- other deposits in national currency (F 31)
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Other deposits in national currency (F 31)

" Definition: This sub—headlng lncludes all deposlts in nat1ona1 currency

other than transférable 51ght dsp051ts.

Non—diSpohabiIit&,\ﬁhich is a characteristic feature of "Other deposits".
can be due to two dlstlnct reasonss ,
- the exlstence of a Pixed term or perlod of prior notloe'"

I

- the need to present a dooument whlch enables the depos1t to . be realls@

M

,Apcordlng %o whether deposlts to be recordsd are non—-disposable for the
‘{tlrstAreagog glveg,above, the, second, or for both simultaneously, this
~ sub-heading is further divided into:, .

= time deposits in.national currency (F.311)
' - sight savings deposits in national currency (F 312)

~ time savings deposits in national ‘currency (F 313).

.
.

Time deposits in national currency (F‘Blll )

Definition: The sub~position time deposits in national currency (F 311)
covers deposits in national ‘cirrency which ‘are not disposab’:
purely because of the existénce of a fixed temm or period of
prior notice, - o

Usually, these deposits involve minimum amounts and are expressed in

multiples of round figures. They do not imply that the'dbposifor

~ intends progressively to, accumulate capital and represent a temporary

1mmobillsatlon of liquid funds not in use. It is for this reason that

tlme dep031ts are made more often by enterprises than by households.

The sub-position F 311 includes:.

a) time deposits in national currency (deposits with fixed termm or period

of prior notice) with credit institutions

b) deposits’in‘%étional currency with the mdhetany authorities as a form
of compulsory‘reserves to the extent that the depositors cannot
realise them without notice or restriction; the term of the deposits
depends on the dates when the reserve requirements have to be seen

to be satisfied
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¢) the balances in national money involving transactnns in time deposits
between oredit 1nst1tutlons, to the extent that thelr nature cannot
be determlned because they result from both deposit and credit trans~

actions., Deposits are presumed.to be'ppedom;nant.

Sight savings deposits in national ourren F 312)

3

531, Definition: The‘bub»positidn'sighf savings deposits in national currency
-~ - (P 312) covers deposits in national curreéncy which can be
:  realised only on ‘the production, for each,wifhdfawal of a
dooument materially substantiating the deposit (savings
books, - savings-certificatees statements. of accouht,'ets.);
and which can- then be immediately converted 1nto ¢urrency
or transferable denosits, : :

532, These deposits have the following characteristicss

a) the interest earned sometiﬁés“eﬁjéys tai'éibmptioné or reductions up
to some maxlmum amount

b) a supplementary bonus is often given to deposits which remain stable

¢) the rate of remuneration on these.deposits is in general very stable;
downward movements, in particular, tend to be very slight in compa—
rigon with fluctuations in short term interest rates on the money
market

d) savings deposits are sometimes regtricted ta persons.

hat' A

It follows from these main features that savings depositsvare primarily

the concern of households rather than of enterprises. (The above charao~

teristics are not exhaustive, however, and need not ailaapply'fogether°

the presence or absence of one or another will depend on the monetany

policy of the country concerned).

deposit certificates

533. The sub-position F 312 also includes non-negotiable . .. /;EIEE_Eh"not

have a fixed term, but which are payable on demand from the date of

issue,
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Time savings deposits in national curren F 31

534, - Definitions The sub#ﬁbsitién.iime saviﬁgs deposits in national currency
(P 313) covers" deposits whose disposability is limited both
by the need to produce, for each withdrawal, a document
materially substaetiatiné the deposit (savings books,
savings certificates, statements of account, eto,) and by

the existence of a fixed tefm or period of prior notice(1),

535« -~ The characteristics’ mentioned under 1tems a), c) and d) in paragraph 532,
-together with the' remarks concerning the exlstence and consequences of
these characteristids, apply equally to tlme:sav1ngs deposits in national

t.
currency.

. N - N ‘ . "1
5364 The sub-position F 313 includes, in partlcular:
tificates .. - which have-a fixed term and
- denosit oar (see 721)/whlch are not negotiable, or those whose nego-

tlab111ty, while theoretlcally“p0351ble, is very. restricted

~ deposits in nat10na1 _ourrency. resulting from a savings scheme or con-
tract. These depos1ts involve an obligation on the part of the depo-
31tor to make regular payments.over a given period, and the cdpital
pald and 1nterest accrued do not become available until a fixed term
has elapsed. They are usually made.by means ofpremiums which are
considered to be either miécellaneous current .transfers (see“496 g)
or other capital transfers (see 4112 d)., These deposits are sometimes
combined with the issue, at the end of the savings period, of loans
which are proportionate to. the accumulated savings, for the purpose of
buying or building’a‘&weiiing. - o

53T ‘The following items are not included under the sub-heading other deposits

in national currency (F 31): '

~ negotiable denosit certificates (see 540)

rt .
& lflcaﬁssued by credit 1nst1tut10ns, and especially by savings

ertfl?%&%Fnegotlable (see 540)

- savings
- banks, if these

(1) The force of such - legally or conventionally ~ required period of prior
notice is sometimes relaxed to the extent of permlttlng withdrawals on
demand up ‘to some maxlmum amount . :

N

. ‘s.". P . e
4 - . - . L. s e
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BILLS AND SHORT TERM BONDS (F 40)

Qther degos;ts’in foreign currencias SF }gz

[ .

Definition: The sub-heading other deposits in foreign currency (F 32)
A covers the whols of the deposits’in foreign currencies,
other than transferable sight deposits.

4

‘.

Definitions The heading bills and short term bonds (F 40) groups fo-
gether assets with a short maturity, usually up to 12
months, but with a maximum of 2 years, represented by
securities inteﬁded $o circulate, whosé nominal value,
determined on issue, is expressed as some round figure,
and which bear interest, generally paid in advance (1).
They are repayable at their nominal value at a date, or
starting from a date, fixed at the time of issues - These
securities constitute irstruments of investment.

Heading F 40 includes in particulars

- Treasury bills including those which are taken up Yy credit institu-
‘tions to satisfy their compulsory reserve requirements

- certain government securities with a maturity. of more than 2 years
(possibly up to 5 years), but which special features relating to their
issue (issue by instalments), circulation (not quoted-on the stock
exchange — can be taken up by banks) and redemption (repayment by

*"instalments) whioh are also generally characteristioc of-short term
securities in the strict sense

- negotiable short term bills issued by credit institutions and occa-
sionally by certain non-financial corporate and quasi-corporate enter-
prises, ‘especially negotiable deposit.certificates and savings certi~

ficates,

The heading bills and short term bonds does not includes

- short term securities which are nqt>npgotiable; they are merely a

forms of time déposits and should be included under hééding F 30
other deposits (see 536)

(1) When the difference between the nominal value and the prite at issus repre-
sents interest paid in advance (the discount rate), it is treated in the
acoounts as actual interest (R 41) and the issue itself is, for this reason,
recorded at the nominal value of the securities,
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~ securities whose negotiability, while theoretically possible is, in.

' practice, very restricted, and which should be included under heading
F 30 other deposits (see 536) ,

- Treasury bllls in natlonal currency remitted to the JIMF. in settlement
of that part of the subscription quota — or of the increase in the
quota — to be made in national currency. The remittance of these
bills, in fact, merely constitutes a simple opening of credit (see

507 and 519 b).

LONG TERM BONDS (F 50) e e
542, Definition: The headlng long term bonds (» 50) groups together secu—

:  rities with maturltles of several years, bearing fixed
rates of interest or 1nterest rates linked to some index,
generally payable by coupons, and which are redeemable
starting from a date fixed at the time of issue (l)

Long temm bonds, are negotiable instruments- of investment
-.(see.503) generally quoted on the stock exchange's

543 Heading P 50 includes debentures ¢
debentu
;convertlble 1nto shares, so long as, they are not actually con—
verted (see 549) ‘ ,
- bonds prlvately 1ssued, i.e. bonds restrlcted by bilateral agreement
to certain investors, if they are at least potentially transferable;

if not, they are included in medium gnd. long term loans (r 80).

R

SHARES AND OTHER EQUITIES (F 60)

544.  Definitioni:. The heading shares and other eQuifies (F 60) groups together
financial assets which entitle the holders to a sha§;l3n the
d to

a share in the net assets of these enterprlses in the event

- proflts of oorpora.te a.nd quas:.—corpora,te enterprlses

v - of liquidation (3) The assets grouped under F 60 are con—

81dered as 1nstruments of 1nvestment.

(1) Undated or perpetual bonds (Consols) are also included under the heading
.long term bonds (F 50). ;

/’?3) Net assets in the event of liquidation are defined as the amount of assets of
k\ an enterprise less all liabilities other than liabilities to the owners in
(2)

respect of their invested capital.
For a detailed list of there enterprises, see 222, 225, 235.
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These assets are shown in the accounts under heading F 60 whether, issued
against payment in cash or in kind, or even, in certain cases, issued
free (see 722). When assets issued against payment are not fulLy taken
up on issue, only the:part actually paid up is '‘shown in the accounts.

Heading F 60 is subdivided into two sub-headingst
haad Shares (F 61) . . L e R . '
~ Other equities (F 62).

Shares (F 61) , .

Definition: The sub-heading shares (F 61) covers investments in the
capital of corporate entérprises répresented by negotiable

‘securities,

The sub-heading F 61 includes:

.é) capital shares issued by limited liability companies:

these are securities which give the holders the status of joint
owners and entitle them both to a share in the total distributed pro-
fits and to a share in the net assets in the event of liquidation

b) redeemed shares in limited liability companies: :
these are shares whose registered capital has besn repaid but which

are retained by the holders who centinue to.be joint owners and are
entitled %o a share in .the profif{ left after dividends have been paid

. . on the remaining registered capital and also to a share in any sur-
plus which may be left on liquidation, i.e. the net assets less the
remaining registered capital

e) dividend shares issued by limited llabllltx oomganles.

these are securities:

- which, according to country and the circumstances in which they are
‘created, have a variety of names such as founders' shares, profit
shares, dividend shares, reserve shares, etc. and which are not
included in the registered capital '

~ which do not give the holders the status of joint owners striotly
speaking (the right to a shéﬁ?aﬁ?ﬁﬁf Of the regis}smrﬂ O%Pltal A
return on this canitnl . the right to vote at shars—holders mbetingsr
etc.) ‘ '
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~ which entitle the holders to a fraction of any profits remaining
" after dividends have been paid on the registered capital and %o

a fractlon of any surplus remalnlng on llquldatlon

d) capltal gshares issued by incorporated partnershlgs.,

thgae are shares subscribed. by partners with limited liability
(1imited partners),
549. .The sub~heading F 61 does nof includes
=~ the equity of partners with unlimited liability (unlimited partners)
in incorporated partnerships : these assets ard included under the sub-
heading F 62 , .
deben s
- /Aggavertlble into shares; these assets are shown in the accounts
) upder the heading F 50 up to the momeni when they are so conver’ ed(l)
- government investmenfs in the capital of international organisaiions
wh;ch are legally constituted as companies with,share capital. These

assets are included under the sub-heading F 62.

. Seourities which do not-entitle the holders to any share whatsoever in
the net assets 1n the event of liquidation are not included under F 60,

‘ nor under any other headlng of the finangial accounts, even if they en-
tltle the holder to an income out of the proflts and no matter what
they may be called. These securities are not flnanclal assets since the
wcompany has ro liabilities towards thelr holders. When they come into
’circulatlon, ‘thése securltles are recorded at their market value as net

purchases of intangible assets ‘(see 3103).

Other aeguities (F 62)

5504 Definition: The sub-heading other equities (F 62) includes all forms
of equities other than those included under sub-heading
F“61'¢

(l) The value 1o be recorded in the accounts under the heading shares is
determined by the value at which the issuer of the shares actually
converts the bonds,
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551. Sub-heading F 62 includess

a) all forms of equities in corporate enterprises which.are not freely
negotiables . S , o
~ the equity in lncorporated partnershlps subscribed by unllmited

partners- -

~ the equity in limited liability companies whbsq'ownérs are partners
and not shareholders ' o

~ the capital invested in ordlnany or limited partnershlps recognised
as independent legal entities

-~ the capital invested in co-operative societies recognised as in-

dependent legal entities

b) investments by the State in the capital of public enterprises which
by virtue of special legislation are recognised as independent legal
entities (see 216 c‘). These co;rer payments made by the State, what-
ever these payments may be called, which are intended to increase the
funds at the dlsposal of these enterprises, in so far as these pay-
ments are not meant to finance, in whole or in part, transactions

. specifically for the purpose 6f gross fixed capital formation

¢) government investments in the capital of international organisations,
with the sole exception of the IMF, even if these are legally consti~
tuted as companies with share capital

d) capital 1nvested 1n financial and non-~financial quasi-¢orporate enter-
prises (see 216 f). The amount of such investments is measured by
new investments (in cash or kind) less any capital withdrawals (1),

(1) This definition of capital investments implies that the profits earned by
quasi-corporate enterprises and not withdrawn by the owners are treated as
form of saving by quasi-corporate enterprises. The amount of the profits
taken out by the owners is recorded in the accounts under heading with-
%rawa%s from the enterpreneurial income of quasi-corporate enterprises

R 45).
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These invegtments are to bg distinguished from:

- subsidies (see 421 to 4265 and investment grants (see 499 to 4106)
wﬁeré thé‘ngit which makes the payment retains no financial claim
ragainétfthé'beneficiaiy wnit (1) '

- other financial clgims which the owners may héﬁe against quasi~
corporaygzenterprises (cegs the'oﬁier's personal accdunt with a

quasi~corporate enterprise)

e) capital investments by non-residents in enterprises deemed to be

notional resident units (see 214) and vice-versa.

Sub—heading F 62‘age;_qqt'include§

=~ shares:isgsued by incorporated partnerships and subscfiﬁé& By limited
partners (shareholders); these are shown under sub-heading F 61

-~ the financial e¢laims of the owners of laﬁa and buildings agéinst
notional resident (or non-resident) units to which the ownership of
-such land and buildings is attributed. These assets are'shown under
heading F 80 (see 564 ) o S '

- gpvernmenf investments in the capital of the TMF (quota) (see 519 b,
ote 1). e S

SHORT TERM LOANS (F 70)

"Definitions - The heading short term loans (F,fb) covers all credits which
are not in the form of deposits whose original mafurity,
agreed by contract, is normally one year at the maximum,
and in exceptional cases 2 yeaés at the maxihﬁm (2).

Short term loans are instruments of financing and when they
are realised in the form of documents (+trade . ' bills, .
drafts, etc.) these do not have the status of insﬁruments

of investment (see 720).

(1)

(2)

It should be remembered that, as public quasi~corporate enterprises are not
recognised as indepéndent legal entities, they cannot receive investment
grants (see 4102), and that thé funds received from the administration which
owns the invesiment funds have therefore to be treated as capital invest—.
mentss . .. . - - S Lo '

This definié@o@iis‘iﬁténaed %o cover the usual temms of short temm- loans whose

_maximum duration cah V&ry, according to thé member country, between 1. year —

which is the 'moét commdn term < and 2 years — in the:éase of a country whose
concept of short term is the most exiended. A . L
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554« Heading F 70 includess

<

a) short term loans between residents:

- short term loans between sectors other tham the oredit institutions
sector (trade credit, advances, consumer‘credit(l),‘etc.)'

- short term loans made to other sectors by oredit institutions
(esg. advances by the Central Bank to the Statée, advances on secu-
rities, discounting of ‘commercial ‘or finanéial bills(2); refinan—
cing of consumer credit, etc.) s

- short term loans made between credit institutions themselves, es-~

pecially by way of rediscounting.

b) short term loans between residents and non-residents. Only advances
made directly by residents to non-résidents, and vice-versa, are short
term loans to and from the rest of the world respectively. Loans.be-
tween residents used to finance credits grantéd by residents to non—
residents are never treated as loans to the rest of the world, and
the two types of transactions must be consideredtseparétely. :

Short term loans between residents and non-residents include, ‘in parw-’

ticular, in the case of the central banking authorities

- the assets representlng funds lent under the Europeah Monetary
Agreement

- clearing balances which have not been consolidated.

555 Heading F 70 does not include short term credits granted by one credit
institution to another when these transactions have the 6haracteristics
of both deposits and loans, but_ are accounted for-as deposits (see
519 ¢, 521 ¢ and 530 c).

556 ¢ Headipg: F 70 has three sub-headings: .
- Short tem trade credit (F 71)
~ Accounts receivable and payable (F 72) -
- Other short term loans (F 79).

(1) Consumer credits, i.e. loans granted to consumers for the purchase of consumer ~
goods and certain services are not shown under a-sgeparate heading. According
$6 their original maturity, they are: shown under short term’ loans or under
medium and long term loans., o

(2) The treatment in the accounts of the transfer of commercial and flnancial
bills representing loans is discussed in chapter VII (see 718 to 721). It
should be-noted that credit relations: between the drawer and the drawee on
the one hand, and between the assigning drawer and the banker, on the othér
hand, should be 'shown separately. ,

i
o
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Short tdrm trade .credit (P 71) S SRS

Definition: The sub-headlng short term trade credlt (F 71) is intended
to separate out short term loans of a commercial nature,

and advances in respect of work in progress or on order.

Accounts receivable and payable (I 72)

Definition: The sub-heading accounts receivable and payable (F 72) is
intended to record financial claims resulting from the time-
lag which sometimes occurs between certain transactions and
the receipt of their finanpial counterpart, By convention,

these financial assets are treated as short termm loans.

In particular, the miscelleneous item of the balance of payments general-

ly described as balance of unrecorded items, errors and omissions or the

like, which mainly represents credit transactions, should be shown under
accounts receivable and payable of the rest of the world. Any transac-—
tions between residents and non-residents may give rise to a similar
difference }n,timing, but the most common cape concerns merchandise
transactions, since the ériteria for recording imports and exports and

for recording their setilement may differ,

To the extent that the various debtor and creditor elements of the

miscellaneous item of the balance of payments are known, they should be

shown as financial assets or liabilities under the appropriate heading
of the rest of the world account; if they are not known, the balance
should be shown as an asset or a liability according to its sign. This
means that a positive balance will be shown as an increase in the liabi-
lities of the rest of the world, and a negative balance as an increase

in the financial assets of the rest of the world.

The sub~heading accounts receivable and payable is not intended to cover

all items which prove difficult to classify.

The follow1ng should therefore be excludeds

- elements ahout whlch there is, not enough inﬁormatlon and whlch are
-often ‘included in‘a residual in' countries' systems; these should be
allocated to a definite heading in the system on the basis of what—

ever information is available
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- elements about which no technical detail is known 3 the value of these
items should be included in the adjustment between the balance of the

.

capital account and the balance of the financial account.

Other short term loans (F 79)

Definition: The sub-heading other short term loans (E ]9) covers all
short term loans other than these which are classified as
short term trade eredit (F 71) or as accounts receivable
and payable (F 72).

MEDIUM AND LONG TERM LOAKNS (F 80)

Definitions The heading medium and long term loans (F 80) oovers all
crédits, which are not in the form of deposits, whose ori-
ginal maturity, agreed by contract, is normally one year

"at the minimuh, and in exoceptional cases 2 ysars at the
minimm (1), Medium and long term loans are instruments of
financing and when they are realised in the form of docu-
ments (commercial bills, drafts, etc.) these ds not have
the status of instruments of investment (see 720).

Medium and long term loans are thus distinguished:
~ by their duration from short term loans
—~ by their method of issue from financial assets represented by deposits

or by securities created as instruments of investment.

The heading medium and long term loans includes:

a) a8 loans between residents:
- medium and long term loans between sectors other than the credit

institutions sector (trade credit, advances, consumer credit, etc.)

(1) This definition is intended %o cover the usual terms of medium and long term
loans whose minimum duration can vary, according to the member country,
botween one year — which is the most common term - end 2 years — in the case

. of a oountry whose concept of the medium ar long term is the most restricted.
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~ medium and long term Ioans madé by credit institutions to other

‘ sectors (in partlcular, loans in cash, advances on sepurities, dis-
countlng, commerclal and flnanclal bllls, reflnan01ng consumer
credit, etc.) A '

- medlum and long term loans between credlt lnstltutlons themselves,
especlally by way of redlscount ' '

.

: b) as loans between residents and non-residentss

— liabilities towards non-residents of the notional resident units
owning land and buildings on the econcmic territory of the country
(see 205 and 206). The notional resident units are deemed to have
received from these non-resident units a loan of the same amount as
the price paid for the acqqisition of the land and bu?ldings

— claims of resident units against notionél non-resident units of the
same kind as the liabilities just described .

- agsets and liabilities corresponding to consolidated clearing
balances. ..

Heading F 80 is broken down into two sub-headings:

- Medium and long term trade credit (¥ 81)
~ Other medium and long term loans (F 89),

Medium and long term trade credit (F 81)

Definition: The sub-heading medium and long term trade credit (F 81) is
intended to separate out medium and long term loans of a
commercial nature, and advances in respect of work in pro~-

gress or in order.

Other medium and long term loans (F 89)

Definition: The sub-heading other medivm and long term loans covers all
medium and long term loans other than those classified as

medium and long term trade credit (F 81).

The detailed table of financial transactions (T 16) also shows a further
sub-breakdown, mobilisable medium term loans, intended to separate out

those medium term loans which, in some countries, can be rediscounted
with the Central Bank.
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TNSURANCE TECHNICAL RESERVES (F 90)

Definitlon: The headlng insuranoe technlcal reserves. (F 90) covers the
actuarial reserves agalnst outstanding .risks, prepayments
of premiums, the reserves which constijute liabilities to~
wards polxcy holders for profit shering, and the reserves
against unsettled clalms which are oconsidered as liabili-
ties of thé institutions concerned. These reserves are

instruments of financing.

Insurance technical reserves constitute an element of savings

-~ for policy holders, in respect of the actnsfial reser#es against out-
standing risks, the prepayments of prehiums'and the reserves and
liabilities towards policy holders for profit sharing

- for beneficiaries, in respect of réSérves againsf unsettled claimss

Transactions relating to the four types of technical reserves are grouped

under heading F 90, whatever the type of institution which holds them:

~ life insurance or accident insurance entérprises or non-profit institu—
tions . ' .

= autonomous pension funds classified in the insurance enterprises sector

- non-autonomous pension funds. '

Particular attention is drawn to the reserves, or similar funds, establish— |
ed by employers, without resorting to typical insurance management methods,
in order to provide employees with claims similar to those of life in-
surance and pension funds; these reserves or similar funds should be in-

cluded in non-autonomous pension funds, in so far as the employses are

definitely entitled to receive such claims and those administering or
managing the funds cannot freely dispose of the reserves established for
the purpose of paying such claima,

Heading F 90 does not include changes in the reserves established by
institutions classified in the sector social security funds (1)

These reserves are treated as an element in the saving of the institu~
tions in question and not of the insured. They are therefore not finan—
cial assets,

(1) Especially pension schemes which are not classified as insurance enterprises,
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573 Heading bl 90 ig broken down 1nto $ivo” sub-headings (1),

-~ actuarial reserves against outstandlng rlsks and llabllltles towards
.policy holders for profit sharlng (F 91)
- prepayments of premiums and reserves agalnst unsettled claims (F 92),

Y

Actuarial reserves against outstanding risks and liabilities towards

policy holders for profit sharing SF 212

-

574, Definition: The sub~heading actuarial reserves against outstanding risks

and liabilities towards policy holders for profit sharing
(F 91) groups together actuarial reserves against out-
standlng risks with the reserves and liabilities towards

policy holders for profit sharing.

575 Actuarial.reserves against oﬁfstanding,risks are those which, under a

contract of insurance or pension scheme are established by insurance

agencies in order to guarantee the payment of future claims (2)

The:creditor of these reserves is the policy holder. This also applies
to group insurance taken out, fqr. example, by the head of an enterprise
for his employees. It is the employees, and not the employer, who are
deemed to be the creditors,; since they are considered as the real policy
holders (see 236),

. The value at which the actuarial reserves against outstanding risks

should be shown in the accounts is their inventory value (3)e

\

(1)
(2)

(3)

The four categorles of techn1cal reserves are, however, shown separately
in Table 18,

The increase in actuarial reserves apainst outstanding risks is financed by
part of the gross premiums paid by insured persons, who thereby are engaged
in contractual saving with the insurerse .

The actuarial reserves against outstanding risks held by insurers - - .
may bes

-~ pure 3 that is, calculated on the basis of pure premiums

— inventory : that is, calculated on the basis of premiums including the
administrative costs borne by the insursrg except
for the costs of acquiring contracts

- complete s that is, established on the basis of premiums 1nclud1ng all
administrative costs borne by the lnsulevs, )
i.e. inclusive of the costs of acquiring contracts.
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The reserves and liabilities towards policy holders for profit sharing
cover that part of cost gains, of risk gains, of interest gains and of

realised capital gains or losses which the 1nsuzers - .. distribute
to policy holders as deferred profits. These reserves may, in particular,
take the formm of deposits which the insurers - .-. hold in the name
of the insured. The creditors for these rseserves are the policy holders.

Prepayments of premiums and reserves ggggggﬁzgggettled clains (F 92)

Definition: The sub-heading prepayments of premiums and reserves against

unsettled claims (F 92) groups together prepayments of pre-
miume with reserves against unsettled claims,

Prepayments of pfemiums; which result from the fact that the duration of
insurance contracts does not coTncide with the financial year of the in-
surence enterprises, oconsist of those parts of the premiums advanced by
the insured and carried forward to the following accounting period, on
the basis of the proportion of the risks, as determined by the ratio of
the period remaining to run until the maturity of the contract to the
total period of time involved.

Since the amount of premiums to be shown in the accounts is, according
to the concept of the accrual basis, that of the premiums earned, i.e.
the premiums designed to cover the risks during the relevant period,
the changes in these reserves constitute liabilities of the insuremse

The oreditor for these prepayments of premiums is the policy holder.

If these prepayments relate to life insurance, the insured person may
belong to the households sector or to the rest of the world., If they
relate to accident insurance, the policy holder may belong to any sector
of the economy or to the rest of the world.
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579, Reseryes against unsettled claims are reserves ﬁnieh.insunars

carry to cover the possible value of claims which are not immediately
settled, especially when they are legally .disputed.. . - -

lee premlums, clalms_are accounted for on. an accrual-basis — which

enterprlses recogn1ze the rlght to indemnlty at

means that the insuranc
the moment when the acecident occurs and that the indemnity is tﬁans—
ferred t? the beneficiary at that moment (see 453), even if it is paid
over only much later.. For this reason, reserves against unsettled

claims represent llab;lltles of . the insurers. R

The creditor of the reserves against unsettled olaimé is the beneficiary,
and, in the case of a001dent insuranoe, the ultimate beneficiary, i.ec.
the person whose injury or damage is indemnified. If the 1dentify of
the heneficlary is unknown when the accounts are compiled, it w1ll be

E determlned, for each kind of risk insured, on the basis of the way in

which claims eeftied in previous. years have beén distributed among the

different. sectors,- NI ) ' ‘

SPECIAL C@ASSIFIGATION OF FINANCIAL TRANSACTIONS

SBO. © The classification-of financial transactions under the various headings
and sub~headings envisaged in the ESA does not make it possible to show
whether oqe of the parties to a transaction is a resident or a non—

resident. -

In order to be able to soparate out claims against the rest of the morld
and to 1ndlcate whlch part of these assets_should be.shown in the offi-
clal reserves of the monetary authorities, an additional section has
been appended to the summary table of financial transactions (table 15)
which provides a special classification of financial assets and lia—
bilities vis~d~vis the rest of the world. - '

This appendix also shows ‘the amount of the forward counterpart of the
ewap {ransactions (see 521 b, note l) and the amount of the assets in
national currency held by the INF as a result of changes in the coun=-
try's net position (see 519 by note 1). These amounts are included for
reference only, as they do not result from financial transactions as
these are understood in the ESA,
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581. The various’ group1ngs or subwgrouplngs which appear. in this appendix
- are as follows: : -

Items . o Code

Financial assets and liabilities vis-3~vis the rest

of the world

Gross official reserves of the monetary authorities
(and corresponding 1iabilitieB) seesescosesscscsses L 10

Monetary gOId €0 0000000000000 0000000RRODRSIRBROILTS L 11
Assets .consisting of special drawing rights (SDRs) L 12
'Net p081tion ln the IMP secevssssccsrccsrasescre . L 13
.Other sight and short term assets ecececcecscccss . LY
Medium and long term assets tesacadessssnccovene L 15

Financial assets and liabilities vis-a-vis the rest

of the world, except the official reserves essseccee L 20
Financial gnld other than monetary g0ld eeseecss . L21
Sight and short term assets #0060 0000000 v IRt L 22
Medium and long torm 28s0t8 cecsscscresncoccssce L23

For reference

Forward counterﬁart of swap transactions secesesees. L 30

with resident units Pescsscerissntsecscoscnsses L3

with non—resident units eececvecvcsescccovesnrssns - L 32

’ Assets of the IMF in national ocurrency (as a result
of drawings recorded in the General Account) sseees L 40

Gross official reserves of the monetary authorities (and corresponding
liabilities) (L 10 ”

582, The grouping gross official reservee of the monetary authorities (and
corresponding liabilities) (L 10) is intended %o show the official mo=
netary reserves (assets in the form of gold, in SDRs, in foreign cur-
rency and in national currency) held by the monetary suthorities, and
the corresbonding liabilities; these reserves are claims against non-
residents, 4
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_As there is no standard definition of gold and foreign currency reserves

held by monetary authorities, they are deemed to consist of certain
claims on forelgners whose amount is published by the IMPF in Interna-
tional Flnanclal Statlstlce (1Fs) under the headlng Internatlonal

Liquidity.

The grouping L 10 is broken down into five sub=groupings:

- Monetary gold (L 11) " (Lire 1a in the IFS)(l)
" < Assets in SDRs (L 12) " "(Line 1b in the IFS)
~'Net position in the IMF (L 13) " (Lines lc and 2e in the IFS)
' — Other sight and short temm '
. .assets (L 14) . (Line 1d in the IFS)
-~ Medium and long term assets o
(L 15) . (Line 14 in the IFS)

fonetary gold (L 11) - S . S

The sub-grouping monetary goldﬂ(L 11) covers that part of financial gold
(F 00) which is held by the monetary authorities as official reserves.

Assets in SDRe (L 12)

The sub-grouping assets in SDRs' (L 12) covers the amount of the SDRs
held by the monetary authorities (see 513). A

Net position in the IMF (L 13)

The sub-grouping net position in the IMF (L‘13) covers, like heading

F 23; the country's net pDSItlon in the INMF, namelys

- among assets
the reserve position in the Fund, that is the counterpart of the assets
paid to the Fund (subscrlptlon in gold, net drawings of natlonal cur—-
rency by the Fund, borrowing by the Fund ) o

- among liabilities

the liabilities corresponding to the use of Fund credit.

[

(1) References to lines are based on IFS no. 11/1970.
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ther s 8 erm assets vi§~é—v1 the rest of the world
L

588. -The sub-grouplng other sight and short term ‘assets (L 14) covers the fol=-
lowing components of the official’ reservas, which form part of headings
F 20, F 30, F 40 and F 703

¢ e

a) among assets

- dlsposable assets in forelgn currencies (oaah, forelgn bank notes,
sight and short term deposits) and claims in national currency
against non~residents (parts of headlng F20 and F BQ).
In the case of swap transactions (see 521b, note 1) with foreign
monetary authorities, the amounts of foreign cﬁrrenoy acfually drawn
by the country are recorded as assets in foreign ¢urrency. The
corresponding forward transactions should not be shown (see 507)

~ Treasury bills issued by foreign countries and acquired by the re—
sident monetary authorities (1) (part of heading F 40)

- short term loans (part of heading F 70), especially assets created
under the BEuropean Monetary Agreement

b) among liabilitiess
- sight and short term liabilities, in foreign currency and in na-
tional currency corresponding to
- national bank notes circulating abroad (part of heading F 20)
- deposits in forgign and national currency made by non-residents
with the monetary authorities (parts of headings F 20 and F 30).
In the case of swap transactions, the counterparts of the amounts
of foreign currencies actually drawn are shown in the accounts
among liabilities in national currency, but the corresponding
forward transactions should not be shown
- Treaaury bills acquired by non—reSLdents (part of headlng F 40),

/

(1) For example, the "Roosa Borids"; short term Treasury bills issued abroad by
the American Treasury, and expressed in the currency of the foreign sub-
scribing country. On the other hand, United States 5-year Treasury bonds,
which can Be exchanged for 15 months bills, must not be shown under L 14 in
the accounts ~ to the extent that they cannot be immediately mobilised,
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Yediym and long term assets (vis=3-yis the rest. of the 'world) (L 15)

The sub-grouping L 15 covers those medium and long term assets vis-3-vis

the rest of the world that the monetary authorities keep as components

of the official reserves and corresponding liabilities. These assets
and liabilities are parts of headings'F 50, F 60 and F 80.

Financial assets and liabilities vis=3-vis the rest of the world, other
than the official reserves (L 20) ' '

The grouping financial assets and liabilities vis-3~vis the rest of the
world, other than the official reserves (L 20) is intended to show the
financial claims against the rest of the world; other than those held
by the monetary authorities as official monetary reserves, and the cor-

responding liabilities,

The grouping L 20 is broken down into three sub-groupingss
- financial gold other than monetary gold (L 21)
~ sight and short term assets (L 22)

- medium and long term assets (L 23).

Financial gold other than monetarvy gold (L 21)

The sub-grouping L 21 covers financial gold held by all resident units,
except monetary gold (see 585).

Sight and short term assets (visad-vis the rest of the world) (L 22)

The sub—grouping L 22 covers sight and short term assets and liabilities
between residents and non-residents (parts of headings F 20, ¥ 30, F 40
and F 70) except the official reserves and corresponding liabilities.

It includes, in particular, clearing balances which have not been con—
solidated.
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Medium and long term asgets (vis-3~vis the rest of the world) (L 23)

"594; The sub-groupihg L 23 covers medium and long term assets and liabilities
between residents and non-residents, iexcept the official reserves and
corresponding liabilities (parts of headings F 10, F 50, F 60, F 80 and
.F 90). .

It includes, in particular, the. counterpart of the net allocations of
SDRs (F 12) and the ponsolidate@ elearing balances (part of sub-heading
F89). . |
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601 - 603
CHAPTER. VI .

' THE FLOWS OF GOODS AND SERVICES:IN THE INPUT-OUTPUT TABLE

An input-output table is a coherent way of presenting the flows of goods
and services produced, exchanged with the rest of the world, and used

by all resident units: (1) in the course of a.given year.

For the analysis of flows taking place in the process of production, it
is essential to choose units which bring out relationships of a technico-
economic kind. A branch is therefore defined as a grouping of units of
homogeneous production, i.e. units characterised by a unique activity

(see 265 et seq.).

In the input—-output table, the. terms uses and resources refer to the
real flows and not to the monetary flows; they are therefore used in

the opposite sense to that used in the sector accbunts.

The final consumption of households by branch corresponds to the final
consumption of households on the economic territory, and not to the final
national Eoﬁsumption of households (see 329). Thié is because the data
relating to exports by branch do not include purchases on the economic

territory made by non-resident households, while the data relating to

imports by branch do not include purchases outside the territory by

resident households.

The total final national consumption of households is calculated outside
of the input-output table by adding to the final consumption of house-
holds an the economic territory purchases of goods and services made by
resident households outside the economic territory, while at the same
time subtracting purchases of goods and services made by non-resident

households on the economic territory.

/oo

(1)

With one exception made in the case, of. the flnal consumptlon of
households (see 603).
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General problems concerniééhﬁaéhsactions in goods and services havs
been treated in chapter III. The present chapter examines problems
specifically connected with the establishment of the input-output table,

namely :

- the definition of the total output of goods and services

- the definition of intermediate consumption, of consumption internal
to the group, end of intra~branch consumption

«~ the treatment of by-products and adjacent products

~ the treatment of the incidental =males of general government and
private non-profit institutions

-« the concepts of actual and distributed output

=~ the treatment of existing goods

-~ the prices at which flows are valued

-~ value added, final domestié uses, imports and exports of goods and

_services.

TOTAL OUTPUT OF GOODS AND SERVICES

The input-output table fixes, by convention, the extent to which the

output of goods and'market services produced for own consumption by

institutional units should be recorded.

The total output of goods and services (P 10), define& in paragraph 304,

covers

a) the output of new goods and of market services intended to be sold
on the market -

b) the output of new goods and ‘market services which, without'actually
being marketed, are treated as final uses (agricultural and food
products produced for own consumptiOn by households, products pro-
vided by the units which produce them as a form of supplementary
remuneration to their employees, fixed capital goods produced on
own-account - see 330 and 338)

¢) the output of goods and market services which, without being marketed
are consumed within institutional units whose activity spans several
groups of the NACE/CLIO; such output is also recorded as intermediate

. consumption (see 607 b)
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d) the output of specifically designated goods (see NACE/CLIO) which
are consumed within a group without being marketed; such output
is also recorded as cohsumﬁtion internal to the group (see 608)

e) the output of non-market services.

INTERMEDIATE CONSUMPTION, CONSUMPTION .INTERNAL TO THE GROUP AND
INTRA-BRANCH CONSUMPTION
1

607. Intermediate consumption (P 20), defined in paragraph 320, consists of :

a) the consumption of goods and market services bought on the market and
actually consumed during the relevant periocd

b) the consumption of goods and market services which, without being
merketed, are consumed within institutional units whose activity spans
several groups of the NAGE/CLTO

¢) the consumption of certain goods which are consumed within a group
of the NACE/CLIO, fhlS"is oalled consumption internal to the group
(see 608).

608. Consumption internal to the group covers i

a) the consumptioh of certain goods specifically designated in the
NACE/CLIO, the output of which has been recorded and which are cone
sumed within the same groupe of the NACE/CLIOKin which they were
produced

b) the consumptlon by each NACE/CLIO group of imported products of the

same kind which it produces itself.

609. If the groups oflthevNACE/CLIO are aggregeted into brénches, intrae

- branch consumption cavers :

~ the consumption internal to each of the groups of which the branch
is composed

- exchanges between the groups of which the branch is composed.

In this way, total intermediate consumption and total output do not
depend on the degree of aggregation of the groups or branches in the

input-output table.

veefone
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The vertical or horizontéliihtegratioﬁ of enterprises has no effect
on the data for branches, because'éfchahges of products, which are
not actually marketed and which are used up within enterprises whose
activity spans:severallgroups,.éme recorded both in output and in

intermediate consumption.

'TREATMENT OF BY-PRODUCTS AND ADJACENT PRODUCTS

One consequeﬁoe of the way in which a branch is defined is that, in
certain cases, the outputvand use of products of a single reporting
unit in the statistical enquiries must be allocated among several

branches.

This breakdown poses methodological problems in the case of techno-

logically linked products called by-products, or in the case of

ad jacent products.

An exclusive by-product is a product technologically linked to the
production of other products in the same group, but which is not pro=
duced in any other group (e.g. molasses linked to the production of sugar
in group 420 of the NACE/CLIO). Sales of exclusive by-products, which

are used as inputs for the manufacture of other products, are treated

in the usual way - that is, as deliveries from the producer group to

the using group.

An ordinary by-product (i.e., a by-product which is not exclusive ta

a single group) is a product technologically linked to the production
of other products, but which is produced in several groups (e.g., the
hydrogen produced in petroleum refining, which is technologically

linked to the production of products in group 252, petroleum refinery
productss this hydrogen is idéntical with that produced in group 253,

inorganic chamicals).
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An adjacent product is one whose use ig similar to -that of another

product which is classified in a different group because its method
of production is different (e.g., leather éhoes; rubber shoes, shoes

made from plastic materials). o

For the analysis of uses, all identically products, or products having
similar uses, should appear in a single row of the table, whereas, for
the analysis of cost structures, it is logiecal to include all products
obtained from a specified technigue of production within the same column
of the table.

The treatment of ordinary by-products and adjacent products must there-

fore achieve the following objectives

- 1o obtain stable and significant’ technical coefficients in' the branch
which produces ordinary by-products or adjacent products as well as
“in the branches which producé ideérntical produétéjoffbré&qcts with
similar uses v eedere e ke e . ' Fr— A
- to .obtain a significant balance betweén resources and uses, both
domestlc and forelgn, for each product, with the constralnt that the
forelgn trade in a product must appear in the same branch, in the

case of impo¥rts &s well as exporis.

The method of tréating ordinary by-produsts”and adjacent products is
the following .(see diagram).:. ... e

Group A produces the good a and also theigood b' as an ordinary by-
product or as an adjacent product. Group B produces the good b, which
is identical with, or has similar use to, the good b' produced by

group A.

Group A includes in its cblumn all the costs necessary to produce

a and b', while group B includes in its column all the costs necessary
to produce b. The obJectlve of obtaining stable and s1gn1flcant coefw
ficients is thus achleved the costs of the two groups are those

necessarily incurred in their production, and only these costs.

verfons
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To achieve the second objective of ob}aining a .balance between resources
and uses for each product, group A must record the domestic uses, ex~
rorte and imports of the single product a, while group B records those
of products b and b', which are identical or with similar uses. The
balance between the rows and columns of the groups A and B is achieved
by recording, in a special row for trangfers, a negative adjustment in
column A and a positive adjﬁstment in colum B, the adjustments being
equal to the amount of b'. These adjustments make it possible to pro-
ceed from the actual output of the groups to their distributed output.

The NACE/CLIO provides the list of ordinary by-products and adjacent
products which must ne treated in this way ¢ when, however, several
groups are aggregated to form a branch, transfers of ordinary by-products

and adjacent products betweem these groups are no longer needed.

_ Diagram of the method of treating ordinary by-products and adjacent
products in the input-output table

N
A B Total
uses
A a ‘
B . b + bt
actual a :
output + bt . b
. , |
S o
special row : \ \ t {
transfers of |- bt | A
ordinary by-
products and ! ! ! ‘
) ad jacent | ! | |
products | { ) )
t I , i
' ‘ ' :
distributed a b

output + b
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TREATMENT OF INCIDENTAL SALES OF GENERAL GOVERNMENT AND FRIVATE NON-
PROFIT INSTITUTIONS o o S

The none-market brandhes, general government and prfvate non-profit
institutions, may occasionally happeh to ﬁroduce certain goods and
market services, or may reﬁde: non~market sefvices to0 households for
a2 nominal charge which cdvers'only parf of their production costs.
The latter case concerns partial charges, and not payments which are
considered to be miscellaneous currgnt transfers‘sgch as passport or

driving licence fees, fines etc. (see 496 a and b).

These sales are treated as follows :

a) in the case of the incidental production of goods and market ser-
vices, the sales are treated in the same way as ordinary by-products
(i.e., they are transfered on a special row of the input-output
table to the branches which normally produce gimilar gqods and

services)

b) in the case of partial charges for non-market services, these are
treated as direct deliveries from the non-market branches, general
government and private non-profit institutions, to the final con-

sumption of households.
CONCEPTS OF ACTUAL AND DISTRIBUTEZD OUTPUT

For each branch, the distributed output is equal to the actual output

plus :

-~ the net balancelof transfers of ordinary by-products,

.= the net balance of transfers of adjacent products

- transfers of incidental products originating from the non-market

branches general government and private non-profit institutions.

For the economy as a whole, these transfers cancel each other out,
the distributed output of goods and services being equal to the actual
output. ' . . I

verfoes
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618 Definition : Existing goods are all goods which have entered the

country's economic system, during the relevant period or
a previous one, through being involved in transactions
relating to‘production or impdrting, and to (intermediate

or final) consumption or grdss capital formation.

619. Existing goods feature in the input-output table only in so far as

they are involved in new transactions (sales/purchases) during the

relevant period.

620. Among existing goods may be distinguished :

a)

b)

antiques (works of art, collectors' pieces) which are sold from one
unit to another

existing buildings and other fixed capital goods which are sold
from one producer unit to another :

- to be re-used as such *

~ t0 be demolished or broken upj; the results of the demolitionm,

which usually consist of raw materials (e.g. scrap iron) used
for the production of new goods (e.g. steel), are called
demolition materials (1)
existing consumer durables which are sold by households and mili-
tary aothorities (see 323 f) to other units :
- to be rewused as such
- t0 be broken up and converted into demolition materials
exigting non~durable consumer goods (e.g., waste paper, rags, old
clothes, o0ld bottles etc.) which are sold by any unit, either to

‘be used again or to become raw material for the manufacture of

-new goods; these are called recovered goods.

ceefuen

(1) The breaking up of boats, however, is an activity of NACE/CLIO group
361, Poats. The covered goods are therefore treated as an ordinary
by-product and tramsferred to group 620, Recovery Services.
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621. Existing goods do not include land; transactions in land are not
] recorded ip tbe inp&t-ohtput table, but are included undef a special
~ heading (P 71) of the capital account (see 398, 399).

622. Transactions involving existing goods carried out during the relevant
period are recorded in the group "scrap and salvage" (sece NAéE/CLIO
group 620).

623. In _the column of the group recovery services appear

a) the value of only those purchases of goods and services and of
factors of production which are required fdr the actual demolition
itself and for the processing and treatment of the demolition

' materials (see 620 b) and of the recovered goods (see 620 d)

b) the total value of all recovered goods sold by the market branches
(620 d) recorded on the row net operating surplus. By convention,
the value of these goods is considered to be neither an intermediate
input of the recovery services group which works on them nor an

output of the group which sells them.

Transactions involving antiques (620 a) and other existing goods which

are re-used as such do not appear in the column of the group recovery

services.

624+ In the row of the group recovery services appéar

a) the value of demolition materials and recovered goods gold by the
group recovery services to each of the marKet groups'which makes
use of them

b) the net purchases (1) of existing durable consumer goods and re-

covered goods by the non-market branches, general government and

privpte non-profit insgtitutions. The total net purchases are re-

corded in the consumption of each of these groups

c) net purchases of antiques, existing durable consumer goods, and

recovered goods by households. Their total is recorded in the
column final consumption of households .
d) net purchases of antiques and existing'fixed capital goods by all
m groups. Their total is recorded in the column gross fixed capital

formation. If this balance is negative, it represents the country's

veefoen

total disinvestment during the relevant period

. (1) Purchases less sales.
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e) exports of existing goods : antigques, re~usable existing goods,
demolition materials, recovered goods. Their total is recorded in
the column exports of goods and services.

Miscellaneous comménts

a) In the table showing gross fixed capital formation cross classified
by the producing branch and by branch of use, sales and purchases
of antiques and existing fixed capital goods are shown on the row
recovery services; they appear as a negative item in the column
of fhé selling branch and as a positive item in the column of the
purchasing branch

b) when the traﬁsaétions described above involve trade and transport,

" the cost incurred are attributed to the purchaser of the existing
goods and not to the redovery services group, in the case of a
table valued at producticn prices or at ex-~works prices

¢) antiques and existing goods which have been sold, but which are not
yet being used again, are shown under change in stocks on the row

reccvery services.
THE PRICES AT WHICH THE FLOWS ARE VALUED

When constructing the input-output tables, the flowe are recorded in

value terms, i.e., quantities multiplied by prices.

The various types of prices -
Different kinds of prices are“used according to whether the products

are

- produced domestically

- onported.

In the case of domestically produced products, distinctions are
drawn between : | '

a) the production price

b) the ex-works price

c) the purchasers' price.

In the case of imported products, distinoctions are drawn between ¢
a) the c.i.f. price - \

b) the ex-customs price
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Produetion price

The production price of a product is the sum of the costs of the
materials and of the payments to factors of production which are needed
to produce it (1). It does not include net taxes (2) levied on the
product (2).

Ex-works price
The ex-works price is the production p}ice plus net taxes levied on
the product. The ex-works price is the market-price from the point

of view of the producer.

Purchasers' price for products of domegtic origin
The purchasers' price is the total or inclusive price paid by the user.
In the case of domestically produced products used on the economic
territory, the purchasers' price is the ex-works price plus the

trade and transport margins . In the case of exported
products, the purchasers' price is taken to be the price at the frontier,
ise., the f.0.b. price.. The purchasers' price is the market~price from
the point of view of the buyer.

Ceief. price -

The c.i.f. price is the price at which imported products are recorded
in the foreign trade statistics (see 382 and 384). It embraces the
foreign ex-works price, trade margins, and the costs of insurance and
transport. from the place of production to the frontier of the importing

country.

Ex-customs price

The ex~customs price of imported products is the c.i.f. price plus

voufons

taxes linked to imports.

(1)

(2)

By convention, in the following cases the producer's profit, which nor-

mally a component of the production price, is zero

- fixed capital goods, research services and transport services produced
on awan-aocount

~ products provided by the units which produce them as a form of
supplementary remuneration to their employees

-~ goods put into stock by producers :

- non-market services. ‘

The expression net taxes is used to indicate taxes linked to production
and imports, less subsidies.
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Purchasers! price imported products

The purchasers' price for imported products is the ex-customs price
plus the treds and transport mergine within the country importing-the
dﬁcts. It is thus the total price paid by the uservof imported products.

Prices used in the input-output table

The flows in the inputeoutput table can be valued on the basis bf

various price systems : ‘ '

a) at production prices : this means produétion prices for domestically
produced products and c.i.f. price for imports

b) at ex-works prices : this means ex-works priées for domestically
produced products and ex-customs prices for imports

c) at purchasers' prices for final uses

d) at mixed prices : this'means ex-works prices for intermediate cone

sumption and purchasers' prices for final uses.

Ingut-outgﬁf tables at production prices

All flows of the input-output table at production prices are valued

either at production prices or at c.i.f. prices.

The production price is the price which is theoretically most satisfac—
tory in the context of an input-output table. It reflects #s closely
as possible the quantities of products used, and it is; in principle,
identical for any given product along the entire row of an inpute
output table,

In an input-output table valued at production prices, a given column
is composed of the following elements
a) the costs of products used for intermediate consumption.

Individually, these are valued at prbduction prices, but their

total is valued at purchasers' prices; they consist of the following

components ¢ .

- inputs of intermediate goods and services used by the particular
branch, valued at production prices. This price does not include
net taxes paid by the branch itself when making purchases; it does,
however, include any net taxes already incorporated in the produo-
tion prices of products purchased from_other branches . '

’.../‘..

(1) The expression net taxes is used to indicate taxes linked to production

and imports, less subsidies.
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- total trade-and transport marging {valued. a.t"prodnctmon prices)
paid by the branch on its inputs
- total net taxes paid directly by the branch on its inputs (1)
b) consumption of fixed capital
c) payments to factors of production, namely net value added at factor

cost.

The sum of items a), b) and c) above is equal to the value of output

at production prices.

In short, the input-oufput table at production prices consists of :
- a table of intermediate exchanges valued excluding the net taxes
levied directly on the products ' )
- a table of final uses valued excluding the net taxes levied directly
on the products
.=~ a table of primary inputs and_resources in which the taxes linked
to production which are levied directly on the total intermediate

inputs of each branch are recorded on thé row taxes linked to production.

That part of taxes linked to production levied on the final uses of
products (mainly final consumption) does not appear in the input-output

table at production prices.

The table does not show the net taxes paid by each branche to the govern-
ments it provided value added at factor cost by branche, but it does

not provide value added at markét prices.
635. Input-—output tables at ex-worksjprices

The flows in the input-output table at ex-works prices, are valued :
-~ at ex-works prices for products sold on the market

- at ex-customs prices for imported products

- at production prices or, if net taxes have actually been paid, at

ex-works prices for : /
LR X ] L N

(1) In practice, in order to obtain a square matrix of intermediate trans-
actions, the. row taxes linked to production less subsidies is placed
below the row net value added at factor cost outside the table of
intermediate transactions. :
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= products exchanged within ingtitutional units whosé activity
spans several groups‘df'the NACE/CLIO and also products specifi-
cally designated in the NACE/CLIO which are consumed within the
group whlch produces them ' .

- agr1cu1tura1 and food products prodnced for own consumptlon

- fized capital goods produced on own-account

- products provided by the enterprises -which produce them as a
form of supplementary remuneration to their employees

-~ goods put into stock by producers.

In general, ex-works price is the one which producer units know
best and the most reliable one for statistical enquiries (1).

In the ieput-output‘table valued at ex-works prices, a giver column

is composed, therefore, of the following elements ¢

a) the inputs of products used; 1nd1v1dua11y, these are valued at
ex~-works prices, but their total is valued at purchasers! prices.
In other words, they consist of the costs of intermediate goods
and services (including the total trade and transport margin on
the inputs)

b) consumption of fixed capital-

¢) payments to factors of production

d) net taxes levied on the.outputs of the branch.

As the total costs of products used are exactly the same at produce
tion prices as at exwworks prices (even though they are distributed
differently) (2) the only difference between the two methods of
valuing output consists of net taxes on output.

The input-output table at ex-works prices makes it possible to calw
culate for each branch both gross value added at factor cost (b +.c)
and gross value added at market prices (b + ¢ + d).

veufvee

(1)

(2)

Depending on the way in which statistics are organised in the various
countries, the tables are valued directly either at production prices or
at ex-works prices. Whichever. of the tables has not been valued directly
is derived from the other by either adding or subtraciing a matrix of
taxes linked to production and imports, less subsidies.

In the table valued at production prices, the total net taxes on the
products used are recorded on a special rowj in the table valued at
ex~-works prices, they are included in each intermediate flow.
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FPinal uses at purchasers! prioes

To evaluate final uses at purchasers' prices, the follow1ng are used :

-

a) in the case of the final consumption of households :
- = the purchasers' price, for products bought on the market
-~ the production pr1»ce of similar products, for agricultural and
food products ﬁroduced for own consumption by households
- the produdtion price (1), for goods and services provided by the
units which produce them as.a form of supplementary remuneration
to their eémployees
b) in the case of the collective consumption‘of'general government and
private non-profit institutions, the value of the output of the corw
regponding non-market branches ateex-works prices, after deducting
the incidental sales of these branches (see 333 and 616)
¢) in the case of gross fixed capital formation @
- the purchasers' price, for gobds bought on the market

~ the production price (1), for goods produced on own account

d) in the case of changes in stocks @

- the production price (1), for stocks held by producers
- the purchasers' price, for stocks held by users

e) in the case of exports, the f.o.b. price.

As regards final uses, especially the final consumption of households,
purchasers' prices are the prices collected in statistical enquiries
among users.

The input-—output table at mixed prices .

The input-output table is said to be at_mixed prices when it is valued

a) at ex-works prices in the case of intermediate consumption (see 636)

b) at purchasers' prices in the case of final uses (see 637).

In the input-output table at mixed prices, the resources include an

adjustment row trade and ffangport margins on final uses, which makes

it possible to achieve the balance resources/uses for each branch.

Along this row, the entry for each branch covers the trade and {ransport
margine on the final uses of the products of that branch, while the
entire trade and.transport marging on final uses are recorded as a
negative entry for the branches trade and transport. Thus the total for

this row is zero. /
[N N ] ae e

(1) Increased by any net taxes whenever these have actually been paid.
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VALUE ADDED, FINAL DOMESTIC USES,..IMPORTS AND EXPORTS

639. Value added . . . '...

In the input-output tabIe,'Qalue added and its components are given

as follows : | |

a) gross wages and salaries (see 408, 409)

b) ‘employers' actual and impited social welfarq>cqntributions (see
410 - 412) - : :

¢) net operating sufplué;’i;e., the balancing item of the generation
of income account of the branch |

d) net value added at factor cost (a+b+c)

e) consumption of fixed capital (see 402, 403)

f) taxes linked to production (see 414, 417)

&) subsidies.(see 421 - 426)

h) gross value added at market prices (dse+f-g)

640. Domestic final uses

In the input-output table, the domestic final uses of the products of

the brancheé consist of :

a) final consumption of households on the economic terrifory (see 330-332) :

b) collective consumption of general government and private non-profit
institutions (see 333)

c) gross fixed capital formation (see 337 - 345)

d) change in stocks (see 347 - 354).

641. Imports and exports of goods and services

In the input-output table, imports of goods and services (see 375-396)
are included with the resources of the branch which produces similar
goods or servicesj they are sub-divided into 3

- imports of goé&s and sservices from other countri9§ of the Community

- imports of goods and services from third countries.

In the input-output table, eggofféiof goods and services (see 356—373)‘
are included in the final uses of each branch and are sub-divided into :
- exports of goods and services to other countries of the Community

- exports of goods and gervices to third countries.
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CHAPTER VII
RULES . OE...ACCOUNTING.

This chapter explains the principles and conventions which underly the
accounting system of the ESA« Some of these principles and conventions
have already been described in comnection with the transactions concerned;

in such cases, they will merely be referred to here.

The system records transactions, but this does not preclude the use of
balance sheet data. Indeed, changes in balance sheet items themselves
provide the data needed to evaluate vertain transactions, in particular,
all financial transactions other than those involving bills and short
term bonds (F 40), 1ong term bonds (F 50), and shares and other equities
(F 60).

The rules of accounting are grouped under the following headings :

- valuation of transactions
- time of recording transactions
- recording transactions as uses/resources or as changes in financial

assets/liabilities

- = recording gross or net

704 .

- consolidation of transactions and accounts

- geographical classification of transactions with the rest of the world
-~ recording of the transmission of financial assets

- recording of the_issue and distribution of bonus shares by corporate

enterprises.

VALUATION OF TRANSACTIONS

Valuation of transactions in goods and services

The criteria and conventions governing the valuation of transactions
in goods and services have been specified when each transaction was
defined in Chapter III or VI.:

ceefonn
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705. Valuation of distributive transactions

As the great majority of distributive transactions represent cash
flows, they present no valuation problems. Once the content of these
transactions has been defined (see Vhapter IV), and once their timing
has been fixed (see 708), the amount at which they should be recorded

in the accounts is clearly established.

A problem of valuation arises only for distributive transactions which
do not involve cash payments; that is, for imputed flows or flows in
kind.

é) Distributive transactions which represent imputed flows..

These are @

-~ the imputed interest on liabilities resulting'frqm insurance
contracts (R 42); the way in which it is valued is explained in
Chapter IV (see 433)

- imputed social welfare contributions (R 63); the way in which
these are valued is explained in Chapter IV (see 470-473)

b) Distributive transactions which measure the value of payments in
kind. The method of valuing them is determined according to the
nature of transactions, whether in goods and services or in

financial assets or liabilities. This is the case for the following ¢

- goods and services given by the units which produce them to their
employees as a form of supplementary remuneration : valued at
production prices (see 315 a) .

- other payments in kind made by producer units to their employees
as supplementéry remuneration ¢ valued at purchasers! prices

-~ bonus shares distributed to employees, when the value of these
ahares is included in gross wages and salaries : valued at stock
exchange or market prices (see 730)

- gocial welfare benefits in kind : valued at the purchasers' prices
paid by the unit which distributes the benefits
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- gifts in kind included in the following transactions : current
transfers within general government (R 65), current transfers
to rpivate non-profit institutions (R 66), current international
cooperation (R 67), private international transfers (R 68),
miscellaneous current transfers (R 69), investment grants (R 71),
and other capital transfers (R 79) : valued at the purchasers'

.Pprices of similar goods. . .

706. Valuation of financial transggtions'

Financial transactions are valued at the prices at which they are

carried out.

This means that until the transactions whereby as asset is transferred
or liquidated is actually carried out, the amount of the potential

profit or loss is not recorded.

 When, on the other hand, a transaction is made whereby an asset is
transferred or ligquidated the resulting profit or loss, as compared
with the original value of the asset when it was acquired or created,

is not isolated but included in ‘the value of the transaction.

Since financial transactions involve values expressed directly or
indirectly in monetary units, their valuation presents no special
problems once their content has been defined (see Chapter V) and the
time of recording has been determined (see 709). It is worth recalling,
however, that only the value of the financial transaction itself is

to be recorded and this does not include commissions, deductions or
taxes paid.by the purchaser and/or seller; these are recorded as

payments for services or as distributive transactions.

In the case of securities, for which several values are available
(nominal value, issue value, stock-exchange quotation or market value,
book value in the accounts, redemption value) the price to be recorded

is ¢

\oo./c.c
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- the issue price (1) for new securities ‘

-~ the stock exchange Quotation;or market price for securities which
~are in circulation " o .

- the redemption value (2), for securities which have reached maturity.

TIME OF RECORDING TRANSACTIONS

707. The time at which transactions in goods and services are recorded

The time at which transactions in goods and services are recorded is

determined in accordance with the following rulés &

Qutput of goods and services (P 10)

These are o be recorded at the moment when the goods being processed

become usable or at the moment when the services are rendered.

However

-~ the production of goods whose manufacture or constructioq extends
over several periods of time is 1o be recorded at the end of each
period on fhe basis of the value of the work in progress carried
out during that pgriod : o .

- the output of rent services should be recorded at the moment the
rent is due ‘ ’

- the output of insurance services can be caloulated only at the end
of the period and should relate to the whole of the period (see 315 k)

~ the imputed output of bank services (P 13) can be calculated only
at the end of the period and should relate to the whole of the
period (see 316) - . ' :

- the output of non-market services (P 14), because of the way in
which it is valved, ie recorded at the same hmoment &s the costs of

this output are recorded (see 317).

veufone

(1) Where issue premiums are involved, issue prices are caloulated as follows 3
- in the case of shares, the iesue price corresponds to the nominal value
plus the issue premium
- in the case of bills and bonds, the issue price corresponds to the
nominal value less the issue premium. When the issue premium  for bills
represents interest paid in advance, however, the premium is included in
the issue price and is thus also recorded as actual interest (R 41).

(2) This include redemption premiums (the difference between the redemption
value and the nominal value) but excludes payments by lottery (see 430 a),
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Intermediate consumption (P 20)-

The intermediate consumption of market branches is recorded :

- in the case of goods, at the moment whenvthey enter the production
process, i.e., the momeht when they are actually consumed

- in the case of services, at the moment when they are purchased; by
convention, however, trade and transport services are to be recorded
at the moment when the goods in which they aré embodied are consumed
(se2 322 b). ' '

Thé¢ intermediate consumption of the non-market branches, general
government and private non~profit.institutions, is recorded at the
moment when the goods and services are purchased. Goods held in stock
by general government (strategic stocks, emergency stocks and stocks
held by .certain market regulatory organisations) (see 322 a) should,
however, be recorded in intermediate consumption at the moment when

they are made available to the branches.

Final consumption (P 30)

~ the final consumption of households is recorded at the time of

* purchase of the goods and services (1)

- the collective consumption of general government and private non-
profit 1nst1tutlons is recorded at the same moment when the corresm

ponding output is recordeds - - - -. .

Gross fixed capital formation (P 41)

This is recorded at the moment when the capital goods are made available

to the user. The following, however, are recorded at the end of the

acoounting period

~ the value of the work in progress carried out during the period on
immovable fixed capital goods - -other than -dwellings - whose pro-
duction extends over several periods of time

- the value of work in progress carried out during the period on
dwelllngs whose construction extends: eve@fseveral ‘periods and for

which a buyer has been found during a previous period. .

.t se e

(1) In the case of hire-purchase, the time of recording is when the
"7t ' goods are delivered.
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-~ the total value of work carried out from the date of the beginning
of thg_cpnstructiqp until the end of the period under consideration
on dwellings whose constructiqn‘extends over several periods and

for which a buyer has‘bgen found dﬁring the period in question,

v AN B . o~

Change in stocks (P 42)
The change in stocké during the coﬁrse of a gi%en period,represents
the difference between gocds put into stock = recorded ét.the moment
when they are produced if they are not sold immediately,lor at the
moment when they are bought if they are not used immediately - and
goods taken out of stock - récorded at the moment when-they are sold,
or used. In practice, it is the difference between the stocks existing
at the beginning and at the end of the period which gets recorded at
the end of the period. However, the following are always recorded at
the end of the period : ,

- the value of work in:progress carried out during the relevant period
on movable fixed capital goods whose production extends over several
pariods L S

- the value of work in progress carried out during the relevant period
on dwellings whose construction extends over several periods and for

which no buyer has yet been found.

/

Exports and imports of goods (P 51, P 61)

These are recorded @

- at the moment when the goods eross the limits of the economic
territory, in the case of gdods other than transport equipment

-~ at the moment of transfer of ownership, in the case of transport

equipment.

Exports and imports of services (P 52, P 62)

These are recorded at the moment when the services are rendered.

Nt _purchases of land and intangible assets (P 71, P 72)

These can be calculated only at the end of the relevant period and
should cover the whole of this period.
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708. The time at which distributive transactions are recorded

Distributive transactions are recorded at the moment when payment
becomes due, i.e., on an accrual basis. Nevertheless, for certain
transactions, it is difficult to specify the moment when an amount
becomes due and there are grounds for recording such transactions at
the moment. when payment is made in cash or, failing this, the moment

when benefits are actually provided.

Compensation of employees (R 10)

- gross wages and salaries (R 10l) are recorded at the moment when
they are due
- émployers' actual social welfare contributions (R 102) are recorded
at the moment when the wages and salaries to which they are related
are due. .
. — imputed social welfare contributions (R 103)
- representing the counterpart of compulsory direct social welfare
benefits are recorded at the moment when these benefits are due
- representing-the-couﬁterpart of voluntary direct social wélfare
benefits are recorded at the moment when these benefits are

provided.

Taxes linked to production and imports (R 20)

are recorded at the mohent when the goods and services are produced,

sold or imported.

Subsidies (R 30)

are recorded at the moment they are due to the producers. However,

- subsidies which take the form of the difference between the pur-
chasing price and the selling price charged by a government trading
agency are recorded at the moment when the goods are bought by the
agency, if the selling price is known at that moment

- subsidies intended to cover a loss incurred by'é produééf.aﬁit in
& market branch are recorded at the moment'whenlthe general governs
ment’ agency decides to cover the loss. o )

»

ceufons
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Actual interest (R 41) U

is recorded at the moment when it falls due. If the interest relates
to several accounting periods it is not necessary to distribute it

among the different periods.

Imputed interest on insurance technical reserves resulting from

insurance contracts (R 42) .

this can be calculated only at the end of the relevant period and is

-

meant to cover the whole of this period.

Income from land and intangible assets (R 43)

is recorded at the moment when it is due. °

Dividemds and other income distributed by corporate enterprises (R 44)

are recorded at the moment when they are due (and not when'they are

declared or earned).

- Withdrawals of entrepreneurial income from guasi-corporate enterprises (R 45)

are recorded when they are withdrawn by the owners.

Net_accident insurance premiums (R 51)

are recorded when they are earned (see 315 k, note 2).

Accident insurance claims (R 52)

are recorded at the moment when the accident occurs (see 315 k, note 3).’

Current taxes on income and wealth (R 61)

are recorded when they are due, i.e., the last date on which they

can be paid without penalty.

Actual soq}ai'welfare contributions (R 62)

are recorded when the salaries and wages to which.-they are related
ere due. The actual social welfare contributions. of persons who are

not employed should, however, be recorded when they are due.

i .O./...
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708 (cont'd)

Imputed social welfare contributions.(R 63). - .

- imputed social welfare contributions which represent the counter-
part of compulsory direct social welfare benefits are recorded at

the moment when the benefits are due

- imputed social welfare contributions which represent the counter=
part of voluntary direct social welfare benefits are recorded at

the moment when the benefits are provided.

e

Social welfare benefits (R 64)

- benefits in cash are recorded at the moment when they are due

- reimbursements in cash for goods and services purchased by house-
holds are reécorded.at the moment when the goods and services are

purchased

- benefits in kind are recorded at the moment they afe provided.

Current transfers within general government- (R:-65)

are recorded at the moment they are due.

Current transfers to private non-profit institutions (R 66)

are recorded at the moment they are made. However, transfers received
from general government should be recorded at the moment when they

" are due.

Current international co-operation (R 67)

’is recorded at the momept when‘it isudue:3wﬁn';3m“

Private international transfers (R 68) ’ [

are recorded at the moment when they are made.

Miscellancous current transfers (R 69)

are recorded at the moment they are made. However, transfers peceived
from (or made to) general government should be recorded when they

are due.

ceefens
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Investment grants (R 71)

" are recorded at the moment they are éﬁe..

709.

/

Capital ‘taxes (R 72)

are recorded at the moment they are due, i.e., the last date on

which they can be paid without penalty.

Other capital tramsfers (R 79)

are recorded at the moment they are made. However, iransfers received
from (or made to) general government should be- recorded-at -the moment

they are due. -

Change in the actuarial reserves for pensions (F 911)
this can be calculated only at the end of the relevant period and

is meant to cover the whole of this period.

The. time at which financial transactions sHould be recorded

The time of recording depends on whethei the parties to the transe
action have agreed in advance that the transaction and its counter-

part shall take place at different times, or whether no such arrange-

. ment has been made.

- When the two parties have expressely provided for a time~lag between

the two transactions, the time of recording is that at which the

financial asset is tramnsferred

- when the two parties have nct provided for a time-lagz between the

financial transaction which is to be recorded and its counterpart,
. the two transactions should be recorged simultaneously and the

appropriate time for this depends on whether the counterpart of

the financial transaction is itself a financial or a non-financial

transaction. -

" a) when ‘the counterpart of the financial transaction to be recorded

is a financial transaction, three possibilities can be envisaged .

.
rhe occ/ooo
|
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- one of the two transactions is a payment (1) :

Both transactions are recorded at the moment when payment
can be demanded. This is generally the moment when payment

is made.

- both transactions are payments (1) =

They are recorded at the‘moment wvhen the first paymeht is

made. L

- neither of the two transactions is a payment (1) :

Both transactions are recorded at the moment when the first

[ T I

b) When the counterpart to the financial transaction is a non-
financial transaction, both are recorded gt_@hewggggntvwhen

" the ﬁbﬁ-fin&nciél transaction takes place.

RECORDING TRANSACTIONS AS USES/RESOURCES OR AS CHANGES IN FINANCIAL
ASSETS/LIABILITIES ~

When recording transactions in goods and services .and distributive
transactions, the criterion uses/resources is applied. Transactions
are treated as uses or as resoufdes by referring to the monetary

movements which are their couhterpart'(2). 1

1)

(2)

Payment should be understood to include remittances of financial
gold (F 00) or SDR's (F 11), as well as payments by currency or
by cheque or other means of transferring sight deposits (F 20).

However, in the inpux-outputytable and the goods and services
account (C O) the transactions relate to the physical movements
of goods and services and not to the mohétary movements which are

‘gheir counterpart; in consequence, the terms uses and resources

are gsed in the opposite sense to that employed in the institutional
accounts (see 602).
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When recording.financisl transactions, the concept of change in

financial assets/liabilities is employed;,a=<being more useful for

financial analysis than that of uses and resources.

The link between these two concepts im shown in the following table :

r mie

-

Change in financial | Change in lisbilities
assets = A-C . = DB

. A Increase in financial | Decrease in liabilitied
Uses = 44B - T ‘
assets = A "1=B

IR

s A

ease in fi ial re in liabiliti
Resources = C+D Decrease in financia Increase a es

asgets = C - . | =D

"y

The balance between uses and resources. is identical with the balance

between changes in financial assets and changes in liabilities.

+

When e transaction can figure among resources and among uses in’an
account,  the transaction is said to be recorded net if only the balance
is shown among uses or among resources as the case may be. In the

contrary case, the recording is said to be gross.

- Transactions in goods and services constitute either resources or

uses. However, the following transactions, defined as balances, are,
by convention, recorded net under uses-s - ~~vwer e .

Change in stocks (P 42)

Net purchases of land (P 71)

Net purchases of intangible assets (P 72)

“ = In_the ocase of distributive transactiong, the general rule is to

record‘grqss.‘Howevér, the change in actuarial reserves for pensions
'(F911), defined as a balance, is recorded net among uses or among

resources.

oo
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- Finangisl fransactions, being based on the ecriterion of change in

financial assets and change in liabilities gre recorded net.

Nevertheless, to meet the needs of further analysis, Table T 17
relating to long term bonds (F 50) and medium and long term loans
(F 80) records both increases and decreases in financial assets

and increases and decreases in liabilities.

GONSOLIDATION OF TRANSACTIONS AND ACCOUNTS

712. Because of the difference in the criteria used for recording (see 711),
the concept of consolidation operates differently in the non-financial

gccounts from the financial account.

713. The non-financial accounts are said to be congolidated, when the
transactlons between units belonging to the same grouping (national

economy branches, groups, sectors, sub-sectors) are eliminated

both on the side of uses and on the side of resources.

714. The degree of consolidation of non-financial accounts is determined,

by convention, as follow @ .

a) Goods and serv1ces account. product1on account

The problem of consolldatlon arises only, for the output of goods
and services and for intermediate consumption, totals whose level
depends .on the degree of congplidation of the flows of gotéds and
services between producer units. This has been fixed in the con-
text of the input-output table (see 60T to 611) and is retained
throﬁghout the whole of the system. '

b) Generation of income account

No consolidation occurs in this account, as the counterpart of
transactions recorded here are also recorded in the distribution

of income account.
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_¢) Distribution of income account, capitel account .

" The general rule is not to consolidate transactions between two
units belonging to the same sector. Por practical reasons, how~

ever, the follow1ng exceptlons are made 2

- re-insurance transactlons (premiums and 1ndemn1t1es) between
resident insurance enterprises are consolidated

- miscellaneous current transfers (R 69) and other capital trans-
fers (R 79) refer only-to-transactions between units belonging
to different sectors ,

- distributive transactions beiween units belonging to the same
sub-sector of general government are always consolidated

- finally, for general government as a whole, both the following

. gets. of accounts are.given..s.. .. . ... ...l .

: - accounts establlshed by summlng all the 1tems in the accounts
‘ of the three sub—sectors. In these accounts, distributive
transactlons taking place between the three sub-sectors of
general government are not consolidated A
- accounts established by summing all the items which do not .
refer to dlstrlbutlve transactions between the sub-sectors.
Thewe" ébébuﬁ%s Gorstitite the consollaated ‘accounts for the

¢

genieral government sector.
k i

. T15. The financial account _and the tables of financial transactions are

said to be consolidated when changes in financial assets and the

corresponding changes in liabilities, which refer to units belonging
to the same grouping (national economy, sector.or sub-sector), are

eliminated.

weoe

Changes of this kind may have their origin in transactions between
units of the same grouping or in transactions between units belonging

to different groupings.

However, transactions between units of the same grouping, involving
the sale of financial claims against other groupings, are eliminated

without any need to introduce the concept of consolidation.
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As a general rule, changes in financial assets and liabilities are :

- consolidated in the simpiified accounts for the nation
- not consolidated in the accounts for sectors
- congolidated and not consolidated in the tables of financial

 transactions. |

However, transactions involving bills-and short term bonds (F 40),
long term bonds (F 50) and shares and other equities (F 60), are

never consolidated.

GEOGRAPHICAL CLASSIFICATION OF TRANSACTIONS\WITH THE REST OF THE WORLD

Transactions with the rest of the world afe‘classified géographically

as follows @

Transactions in goods and sefvices,JdiStriBuiive transactions

- exports of goods (P 51) : country of deétination (1)
~ imports: of goods (P 61) : country of origin 1)
- other current. and capital transactions : the country of residence

of the non-resident unit which is party to the transactlon.

Pinancial transactlons

- transactions invelving. flnan01a1 gold (F 00)

- The-following: must be dlstlngulshed

- transactions between re31dents and non-re51dents, which are
classified according to the country of residence of the none-
resident party '

- transactions between residents (the monetimation of industrial
gold or demonetisation of financial gold - see 253 b) which
cannot be allocated geographically and which are classified,

" by convention, to the sub=sector third countries and international

organisations (S 93)

(1) In the sense understood in foreign trade statistics.
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The following must be distinguished i
- acquisitions (and remittances) of SDR's (F 11) from (or to)
encther country which are assigned to be éontractiﬁg countries
- net allocations of SDR's (F 11); theSe cannot be distributed
geographically and are assigned, by convention, to the sub-
"dector third countries and international organsiations (S 93)
- the cdunterpart of net allocatidqs of SDR's (P 12); ‘these can-
not be distributed geographically and are assigned, by convention,
to the sub-sector third countries and international organisations (8 93}

- cther financial transactions ;

- the country of residence of the non-resident debtor or creditor.

According to the criteria. given:above, it can happen that an economioc
or financial transaction is classified geographically in a different
way fro@ the financial or monetary transaction which may be its
counterpart (e.g., imports paid for in the currency of & third country,
the purchase abroad of securities not issued- within the country in
which they are bought ...). For this reason, there may be divergences

Dbetween the net lending or net borrowing (N5) of a particular sub-

sector and the net change in the financial assets and liabilities (N 6)
of this same sub-sector with the rest of the world. These divergences
are eliminated by the entry multilateral payments. If it is known,the
amount of the multilateral payments should appéér at the botbom of the

financial account above the row for adjustments; if it is not known,
it is included in the row for adjustments.
RECORDING OF THE TRANSMISSION OF FINANCIAL ASSETS

It should be recalled that financial assets may be divided into

instruments of investment and instruments of financing (see 503).

a) Instruments of investment, being transferable, are the subject of

a transaction not only when they are created or extinguished, but

) also each time they change hands
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Starting from. the moment when the instrument is sold by its
first holder, and for each subsequent transaction, the following

must be recorded in the accounts :

- a reduction in the financial assets of the previous holder

- an ihérease in the financial assets of the new holder, who
becomes the creditor of the issuer

- no chaﬁgg needs to be recorded for the issuer of the instru-

ment of investment.

"Difficulties of accounting arise, however, when financial assets
and liabilities are classified according to the debtor sectors
and creditor sectors respectively. In effect, the new holder of
the security who increases his assets by the amount. of the
financial asset, thereby acquires a claim against a clearly
defined debtor; namely the issuer. He is therefore able to
classified his financial assets according to the.debtor sectors.
On the‘cther hand, it is possible that the debtor may not know
who is tﬁe current holder of the instrumeﬁt Qf investment. It
may be\diffipult; thergfore, for him to classify his liabilities

according to the identify of the cfeditqr.‘

b) Instruments of financing, not being transferable, are the subject

of .financial transactions only when they are created, when their

. individual value varies and when they are extinguished.
For each transaction, therefore, the following are recorded :

- a change in financial assets for the creditor

- a change in liabilities for the debtor.

719. The documents which represent certain financial claime have technical
characteristics which appertain both to those of instruments of
investment and to those of instruments of financing. These are
mainly bills of exchange and deposit certificates and these two

examples are considered in detail in the following paragraphs.

LN s . - ' .
ssea/oen
. .o L N d ' L
.
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Bills of exéhange ¢ Bills of exchange are financial claims whose
téchnical, legal and eccnomic characteristics vary to some extent
from one country to another.

When they are created, they basically represent the acknowledgment of
the debt of a clearly specified debtor (the drawee) towards an equally
olserly specified creditor (the drawer). They have therefore, the
characteristics of an instrument of financing.

However, the bills may be endorsed in favour of units belonging to
different sectors; in particular, they are quite often discounted by
a credit institution. The latter can keep them in its portfolio or,

by discounting them again, endorse them in favour of other establish-
ments. Before they eventually mature, then, bills of exchange may form

part of the portfolios of several credit institutions in turn and even

of the central bank. They therefore:cirpulate, and in this respect

resemble instruments of investment.:

e J ,
When recording transactions in bills of exchange, it must therefore

" be decided whéthef, when a bill'ié'endorsed in favour of a new holder,

this new holder becomes the creditor of the drawee (debtor) or the
creditor of the previous holder, who then remains the creditor of’

the drawee. ..

On the first hypothesis, the bill would be treated as an instrument of

investment from the moment it was drawn; each endorsement would mean a

- reduction in the assets of the previous holder and an increase in the

assets of the new holder.

On the second hypothesis, the bill would_he treated as an instrument of
financing. Each transaction of endorsing it would give rise to the

creation of a new financial asset and, in particular, to an increase in

'the liabilities of the previous holder and in the assets of the new

- holder: Bach new financial asset would be an ipstrument of financing,

like that which was created when the bill was drawn (1).

ese/wdoe

(1) The choice between one or other of these two possible methods of treating

transactions in bills of exchange has important repercussions on the
financial accounts of credit institutions and of the rest of the world.
In practice, the sale of goods, both inside and outside of a country, is

...'often financed by the issue and sale (discounting) of bills which circulate

within the banking system of the country of residence of the drawer. In
addition, the advances which credit institutions grant to their clients

often give rise to the issue of bills, which make it possible for these
credits to circulate among other credit institutions by means of disccuntine.
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The_treatment adopted in the system is that of recording bills as
n§truments of financing in the accounts

Deposit certificates Depos1t certlflcates, whloh are a means of

acknowledging a short term debt have techn1ca1 characterzstlcs which

vary to some extent from one countny to another.

When they carry an"individuél'name and are not iﬁtendéd t0 circulate,
these certificates are treated in the same way”és“savings“oértifioats or
savings books (see 536). Deposit certificates are still to be considered
instruments of financing, even if they can be subject to limited circula-
tion. But if, exceptionally, they come into circulation, the transaction
by which they are sold is treated as that of an instrument of investment.
In particular, such a transaotlon does not glve rlse to the creation of

a new liability between the prev1ous holder and the new holder.

RECORDING OF THE ISSUE AND DISTRIBUTION OF BONUS SHARES BY CORPORATE
ENTERPRISES

So-called bonus 1ssues or dlstrlbutlons of thelr own shares by corporate

enterprlses have to be recorded in different ways, glven that :

. the bonus nature of the transaction is sometimes only apparent

" - the shares may be new issues (scrip 1ssues), or bought on the stock-

exohenge“or on the market
- those benefltlng from the bonus dlstrlbutlon may be all the existing
shareholders, or pr1v1leged groups (employees of the enterprise or

_any other group)e . .. .. .. . e

' Benefieiaries | Former shareholders, in pro-

R

portion to theirrholdings Privileged groups

Capitalisation|Capitalisation Generai "t Partiocular
of reserves Jof profits y | case of em-
available for case ployees of
distribution - the enter-
Origin of shares . , A , S prise

New issue : , L
See 724 b See 727 | See 731

of shares

-\Purohases of

shares on the - ?: See T32

. .market

cerfons
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- Pransactions. relating .to..capital.shares and.thbse rélating to dividend
shares are considered separatelys...

Bonua distribution of cagltai shates

723, The various kinds of bonus distribution are given in the above table.

Distribution of bonus §hares to existing shareholders, in grogortion
. 10 their holdipgs

T24. When a corporate enterprise issues its vwn bonus shares to all its
shareholders, in practice this can only mean an issues of new shares.
The. issue can correspond either to the: capitalisation of reserves or
to the capitalisation of profits available for distribution.

a) New issues by the capitalisation of reserves

" Bonus issues of shares of this type do not call for any entry in the
financial accounts, because they do not affect either the aggregate
stock exchange or market valuation of the shares of the company in
question, or the relative proport1on of shares held by each shareholder.

In practice, the a.ggrega.te value of the sha,res already existlng before
_the bonus issue reflects the net worth of the company, as estimated on
‘the market. Since the bonus 1ssue does not furnish the 1ssu1ng company
with any new funds, Lts aggregate net worth remalns unchanged, but is

dlstributed over a larger number of shares (old plus new) whose stock

exchange or market price w111 fall in proportion (1)

b) New issues in place of dividends, by the capltalisgtlon‘of profits

. gvgilable for distribution R
The issue of bonus shares bywthe capitalisetion of profits available
for distribution, or of a part of these profits, does not really pon-

stitute a bonus transaction, but ig treated' as a kind of compulsory

transaction fmanced by ‘the shareholders. For this reason :

-~ the accounts of the 1ssu1ng company show an increase of liabllities
in the form of shares, the counterpart of the same amount being shown
under uses. as d1v1dends and other dlstributed 1hcome of eorporate

: enterprises (see 440) ; ‘ ! Jues
‘ ) , XXX E

3

(1)~When a-oompany- annonces .a-bonud issue,-the,stock exchange or. market.price
of existing shares will tend 1o increase if it is expected that the.dividend
rate may be maintained, i. Eny that the. distribution per share-holder may be
.increased. But this. increase in ‘the ‘stock exchange value ig not due.to the
issue of new shares as suoh; the stock exchange value of the ghares in
question would incréase: by the“same amount if their number remained un-
-changed -but- the ~dividend-tate were- oerresponﬂeng&yminepeaseér e


collsvs
Text Box

collsvs
Text Box


- 205 - 08/59/71-E
725 - 727.

~ the accounts of the shareholders show an ihcrease in their assets
in ‘the form 6f ‘sharés, the counterpart of the same amount being
shown under resources as dividends and other income distributed

by corporate enterprises (see 440).

Distribution of bonus shares to privileged groups

725. Bonus shares distributed to privileged groups are not 1o be considered
as if they were genuine bonuses, but as shares for which the counterpart
is not explicit : provision of labour by employees, provision of services,

contributions of goods, land and intangible assets.

726. The distributions are not be considered as;bonuses,—even if these counter-
parts, through lack of statistical information, are not apparent. Any
discrepancies which happen to occur for this reason between the balancing
‘items of the financial ‘accounts and of the capital accounts of the units

concerned are reconciled by an adjustment item.

To clarify how entries should be recorded in the financial accountis, a
distinction must be drawn between shares which are distributed as new

imsues and those which are bought on the market.

- 727. Distributions of bonus shares which are new issues (1)

" The follow1ng procedures are adopted

- the accounts of the benef1c1ary sectors show.an increase in financial
~ assets in the form of shares by an amount equal to the product of the
number of shares received on this occasion multiplied by the stock

exchange or market price after the distribufion

- the accounts of the 1ssu1ng company show a correspondlng 1ncrease of

liabilities in the form of shares

- the accounts of shareholders remain unchanged, . since the loss due to
the fall in the price of the shares (2) is not realized and is there-

fore not recorded. ) /

(1) These criteria remain valid even if existing shareholders are amongst
those benefiting from the bonus 1ssue.

(2) A bonus distribution of new shares leads to a decrease in the value of
. old shares. As a result of the distribution, the number of shares in cir-
culation has increased while the company's net worth remains unchanged.
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728. Distributions of bonus shares bought on the market

The following procedures'are adopted
a) On purchase : )
-~ the accounts of shareholders show a decrease in fimancial assets
in the form of shares (offset by an increase in cash).
- the accounts of the issuing company show an increaserin financial

assets in the fofm;oflgpares (offset by a reduction in cash).

The purchase is therefore a financial transaction, comparable to the

purchase of shares issued by other companies.

b) On distribution s

- the accounts of the issting company show a decrease in assets in

the form of shares which corresponds to a reduction in net worth

.~ = the accounts of the benefiociary sector show an increase in assets

729.

in the form of shares corresponding to the reduction in net worth
of the issuing combany o

. = the accounts of shareholders remain unchanged, since the loss due
to the fall in the price of the shares is not realized and is there-

fore not recorded.

In some cases, however, it is possible to discover ocounterparts for

" distributiohs which are apparently bonus issues. In such cases, they

730,

should be recorded in the same way as for a normal issue having a finan-

ciel or non-financial transaction as its counterpart.

The follow1ng paragraphs deal in detail with cases where the counterpart
is the prov1sion of labour by emp10yées.

In the particular case when the privileged benef1c1ar1es of the distri-
bution of shares are the employees of the issuing company and the receive
the shares in this capacity, the transaction is regarded as a requited

transaction financed by the personnel. -

By convention, the equivalent value of the shares distributed by a com-
pany to its employees constitutes an elemént of gross wages and sala~
ries (see 408 h). For this reason, .before proceeding to distribute sharen

to ite employees, the company must establish reserves for them as if they

_ uere wageés to be paid. When thie shares are distributed, these reserves

aefen.
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become the company's own funds and they are all treated as if they had
been invested by the employees with part of their wages or salaries.

In order to specifiy how the transactions are to.be recorded, .it is
necesgary to distinguish according to whether the shares issued are new

issues or bought on the market.

731. The shares distributed to employees are new issues
The following procedures are adopted :

- the:accounts of thevemployeee ghow an increase in assets in the form
of shares whose value is ecual to the number of shares received multi-
plled by the stock exchange or market prlce, the counterpart of the
assete acqulred in this way is recorded among resources as wages and
salaries received (see 408);

- the accounts of the issuing company show an increase in 11ab111t1es in
the form of shares in respect of the new shares; the counterpart of
the liabilities thus contracted is recorded among uses as wages and

* palaries paid (see 408).

The net worth of the company is increased by this transaction, but as
‘the intrease in the number of shares is accompanied by an equal increase
-in assets, the stock exchange or market price of the shares is not

changed as'a result of the distribution.’

732. The shares distributed to employees are bought on the market!

The following procedures are adopted :

a) On purchase : the same procedures are followed as these descrlbed
-in paragraph 728 a. ’ ' )
b) On distribution :

- the accounts of the employees show an 1ncrease in assets in the form

of shares whose value is equal to the number of shares received multi-
plied by the stock exchange prlce; the counterpart of the assets thus
acquired is recorded among resources as wages'and salaries received
(see 408) _
- the accounts: of the 1ssu1ng company show a reductlon in assets 'in
the form of shares in respect of shares held- the’ counterpart of

e et has

thls reduction in assets is recorded among uses as wages and salaries

pald (see 408). ues



208 7 05/59/71-E

133 - 135

133.

134.

The net worth of the company is not .affected by this transaction and the

stock exchange or market price is not_changed as a result of the distribution.

Bonus distributions of dividend shares

Dividend shares (see 548 c) are often issued as bonus shares in the sense
that the beneficiary does not provide any goods or financizl claim in pay-
ment which could be cons1dered an asset. The value of his contrlbutlon
cannot he measured in mcnetary units,” or only in a very arbltrany manner.

Bonus issues of dividend shares may ocour s

~ when a company is created : in exchange for advice, for as31stance of
various kinds, for professional guidance, etc. ‘

- at a later date, for. example, to make ' important decigions acceptable to
the shareholders (such as a merger with other compahies)5 in pecognition

of exceptional services provided to the company, etc.

For this reason, when the shares are 1ssued
- no liability is recorded in the accounts of the 1ssu1ng company

- no financial asset is recorded in the accounts of the beneflclary.

At the moment of issue, in fact, the beneflclany receives only the right
to a share in that part of proflts Whlch remains for distrlbutlon after
the reglstered capital has been remunerated, and to a part of any surplus
which remain on liquidation. Thls rlght only comes into exlstance during

~each period from the moment when the prof1ts are made avallable for

135

distribution (1).

W e ey e e mamn e PPN L R

Holders of capital shares do not realise losses, 'as & result of dividend

shares being put into circulation, except s

- when they sell their shares, and then only to the extent that the creation
of the dividend shares has affected the steck exchange or market prices

~ when shareholders who have kept their shares take part in the dlstrlbu-
tion of the net worth of the company if it goes into liquidation; and
then only to the extent of that part of the net worth assigned {0 holders

" of dividend shares.

(1)

Dividend shares acquire a financial value because :
- they have a market value equal to the present value of any future pPro-

" fits to which they give entitlement
- they establish a claim on part of the profits which are not distributed.
This financial: value is that at. which securities of this kind'are bought
and sold. ‘

......
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CHAPTER VIII

PUPOLATION AND EMPLOYMENT IN THE CONTEXT OF NATIONAL
Accounrs (1)

801. The total population, the occupied population and wage and salary.
earners are defined in the ESA starting from the concepts of economic
territory and centre of interest (see 205-211).

TOTAL POPULATION

802. Definition : On a given date, the total population of a country con-
‘siste of all persons, national or fofeigh, whbtare pefma—
nently settled in that country, even if they are temporarily
absent from it (2). ' ‘

4803.4A person who.is staying, or intends to stay, on the economic territory
,of the country for a period of more.than one year is regarded as per-
manently settled therein. '

A person is regarded as being temporarily absent if he or she is perma-
nently settled in the country but is staying, or intends to stay, in the

rest of the world for a period of less than one year.
804. The total population of a country includes :

- nationals settled in the country

- civilian nationals who are staying abroad for a period of less than
one year (frontier workers, seasonal workers, tourists, spa patients,
students, etc.) "

-~ foreign civilians settled in the country for a period of more thaﬁ a
year (including the personnel (3) of the institutions of the European
Communities and of international civil organisations situated within

the geographic territory of the country) veefoen

(1) Certain .comparisons between countries, or between branches or sectors within
the same economy, become meaningful only when the aggregates in the national
acoounts (for example, Gross Domestic Product, the final consumption of house-
holds, value added of a branch, compensation of employees) are considered in
relation to the number of inhabitants, the number of occupied persons or the
number of wage and salary earners. It is therefere-necessary to have definitions
of the total population, the occupied occupation and wage and salary earners
which are closely linked to the concepts used in the national accounts.

(2) This definition agrees with. that used in the demographic statistics of the

‘ SOEC and corresponds to the OECD concept of adjusted present population.

(3) Including members of their households. o '
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805.

806.

807.

- foreign military personnel (1) working with international military
organisations located within the geographic territory,?f the countrye.

By convention, the total population also includes the following,
irrespectively of the length of their stay in the rest of the world :

- members (1) of the country's armed forces stationed in {pe rest of
the world _ ‘

- nationals (1) who are on the staff of national scientific bases esta—
blished outside the geographic territory of the country -

< nationals (1) who are on the staff of diplomatic missions abrosd

- membe»s cf the crews of fishing boats, other ships and aircraft

operated by resident units.
Conversely, the total population of a country does not include :

- foreign civilians sfaying on the territory for less than a year (frontier
werkers, seasonal workers, fouriéts, spa patients, students, 'etc.)

- national civilians staying abroad for a périod of more than one ‘year

- national military personnel working with international organisations
situated in the rest of the world

and also, by convention,

- members of the armed férces of a fbreign cduntry.who are stationed in
the country I

- the foreign personnel of foreign scientific bases located on the £ 0m
graphic territory of the country ' ,

- members of foreign diplomatic missions stationed in the country

-~ nationals who are members of the crews of fishing boats, other ships

and aircraft operated by non-resident units.

The definition given above differs from the two other concepts currently

used in ‘the field of population statistics, namely

S e e e n,

a) the present in area (or de factor) population, which consiste of persons
aétually present on the geographic territory of a country at a given
date ’ ' ,

b) resident (or de jure) population, which consists of persons who, at a
given date, are regularly domiciled in the country.

Since the data on the aggfegates(in national accounts refer to a period of
one year, the population figures to which they are related must similariy
represent the mean total population over the cocurse of the year.

(1) Including members of their households.
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OCCUPIED POPULATION

. 808. Definition : The occupied population covers all persons engaged in some

activity which is considered as productive (in the national
accounts sense) whether these persons are civilians or milie

tary perscnnel (1).

809, The occupied population covers the following categories of persons 3

- wage and palary earners

- pelf-employed persons

- unpaid family workers

- the armed forces

a)

c)

wage and salary earners are defined as all persons above a certain
age who, during the relevant pefiod, have worked for a public or private

employer and been paid a wage, salary or equivalent remuneration in return

self-employed persons are defined as employers and'persons working on
their own account, pfovided.they are not also in paid employment which
constitutes their princibal activity. In the latter case, they are

classified under a)

unpaid family workers are those who regularly help to run an agricul-
tural establishment or other business, provided they are not also in
paid employement which constitutes their principal activity. In the

latter case, they are classified under a)

the armed forces, which include :

-~ military personnel whose origin is the territory drawn from the total
available labour force, and who are on active service in the armed
forces during the period under consideration, wherever they are
stationed and whatever their status

- mqbile police units. and armed patrols of frontier guards who receive
taptical training, are equipped like military forces and are placed

under military command. -

The armed’ forces do not include :
~ security forces — cother than those just mentioned under the .second

item of 2 d) - who remain in civil employment

- - 'reservists who are recalled for a period of training of less than a

month and who oontinue to be classified as being-in civilian em-

ployment according tc their previous status. .../...

(1) With the exception of comscripts, this definition corresponds to that
. used by the SOEC for its enquiries concerning the labour force.
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810. The results of the activity of producef units can oniy be compared‘with the

811.

812.

volume of the cccupied population if the latter, as defined sbove, includes
both the residents and the non-residents who work: for resident producer
units ¢ this is what is meant by the ooncept of the domestic occupied po-

pulaticn. o : A

"This includés the following items &

- foreign frontier workers, namely persons who cross the border each day
to engage in work in the country

- foreign seasonal workers, namely persons who move into the count¥y and
stay there for less than one year in order to work in sectors which
periodically require additional labour

~ members of the country's.armed forces stationed in the rest of the world

- national personnel of national scientificrbases located outside the geo=
graphic territory of the country

- nationals on the staff of dlplomatlc mlss1ons abroad A

-~ members of the crews of fishing boats, other ships, aircraft and floating
platforms operated by resident units

- local employees of general government bodies situated outside the country,

On the other hand, the following are excluded from the concept of the

domestic Ocoupied populafion H

- nationals who are frontier workers or seasonal workers, namely nationals
who are engaged in work in another country

- nationals who are members of the crews of fishing boats, other ships, air-
craft and floating platforms operated by non-resident units \

- local employees of bodies of foreign g0vernments situated on the geo-
graphic territory of the country

- the personnel of the institutions of'the'Eufopean Communities and inter-
national organisations situated on the geographic territory of the country

- members of the armed forces working with international military orgeni-
sations situated on the geographic territory of the country

-~ nationals working in foreign scientific bases located in the couniry.

The concept of the domestic occupied population is thus different from the
concept generally used in employment statistics. The latter, which is called
national as distinct from domestic, coverS‘perSOns who are resident in the

legal sense. In contrast to the concept of the domestlc occupied population

the national concept

- zncludes in addition:residents: working for non-residernt producer~uﬁ1f§
gsee | ,

- excludes non-residents werking for resident producer units (see 810).
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In order to be able to make the transition to concepts used in the labour

- force statistics (the civil- ocoupied. population.on a national basis), the

814.

ESA prov1des for the following items to be shown separately at the bottom

of Table 5. :

1) the armed forces (not included in the labour force statistics, but ine
cluded in the ESA under general government services)

2) residents working for non-resident producer units (inbluded in the
labour force statistics but not included in the ESA)

3) non-residents working with resident producer units (not included in the

labour force statistics but included in the ESA).

As the levels to which the figures of occupied populatlon refer represent

annual figures they should be based on the mean occupled Bogulatlon over

the course of the year. When enquiries are conducted at several times during

the course of the year, the‘figure taken is the average of the resultis

obtainedon these variocus dates.

When the mean occuﬁied population is qsfimatqdion the basis of a single
annugl enquiry, the results should be'adjuéted to take account of the fact
that certain people dc not work throughout the whole year (for example,

~ occasional and/or seasonal workers) (1).

815.

816.

WAGE AND SALARY EARNERS

Definition : Wage and salary earners consist of persons who work for an
employer, whether public or private, and who receive compensa~
tion in the form of wages, salaries, fees, gratuities, pay-

ment by results or payment in kind.

The following categories are included :

- persons, workers, employees, personnel, domestic staff engaged by employer
under a contract of service (2)

- civil servants and other government emplcyees engaged under some legal
contract of service

- the armed forces, consisting of those who have enlisted fpr}]pothhlong and

short periods of time and also conscripts

‘ -:mlnlsters of rellgion, 1f they are paid directly by general government

or a private non-profit 1nst1tut10n.

(1)

(2)

Thus, for example, a person who has worked for only three months of the year
should be counted as 1/4 of an occupied person. On the cther hamnd, a person
who does part-time work throughout- the year is counted as one occupied person.
In the countries of the Community, members of a company's board of directors
are not, as such, considered tc be salary earners.
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817. For wage and salary earners, both their mean employment figure"and the
number of hours worked are recorded in the ESA (éee Table 5).

a) mean emplcyment represents the average number of wage and salary earners
who have worked during the year. '

When engquiries are made at éeveral times during the course of the year,
the figure taken is the average of the results obtained on these various
dates. When mean employment is.estimated on the basis of a single en-
quiry during the year, the results should be adjusted to take account of
the fact that some people do not work as wage and salary earners throughe
out the whole year; for example, occasional and/or seasonal workers (1)

b) the number of hours worked represents the amount of work actﬁaily carried

out to obtain a-certain outpu%.

818. In accordance with the norms established Bj'fhéwinféfnationai'i;bour Office,

hours of work actually carried out cover : ‘ )

a) hours sctually worked during normal working hours |

b) hours worked in addition to those worked during normal working hours

c) time which is spent a% the place of work on tasks such as ﬁreparing the
éite; repair and maintenance work, thé preparation'and cléaning of tools
and the making out of receipts,uinvéices, records of fhe length of time
worked and other reports

d) idle time spent at the place of work because, for example, ofttemporary
lack of.wofk, the breakdown of machinery or accidents

e) time speﬁt at the place of work in short rest periods, including re-

freshment breaks. . ;

819. On the other hand, hours of work actually carried out do not include :, :
a) hours which are paid but not worked, such as annual holidays with pay, |
public heolidays with pay, or sicke-leave with pay
b) breaks for meals

c) time spent travelling from home to the place of work, and vice versa.
CLASSIFICATION OF OCCUPIED POPULATION AND WAGE AND SALARY EARNERS

- 820. The occupied population and wage and salary earners must be classified on
' 'the basis of the same statistical unit as that used for the anal&sis of
production, namely the unit of homogeneous production and, when appropriate,

the institutional unit.

(1) Thus, for example, a pérson who has worked for only three months of the
_ year should be counted as 1/4 of an emplpyed perscn. On the other hand, a
person who does part-time work throughout the year is counted as .one
employed person. ' '
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