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1. This document summerizes the progress made in national accounting snd
related fields since the last session of the Statistical Commission. Most of
the subjects to which reference is made have been discussed by the Commission

in the past. There are, however, references to two new subjects: inpubt-output
and statistical techniques for forecasting and planning. Inasmuch as input-output
is the subject of a separate report (E/CN.3/266) only brief reference is uade

to the topic below. A separate paper (E/CN.3/265) has also been devoted to
capital formation in under-developed countries, making it unnecessary to allude
here to this aspect of the programme. Work on the comparison of diffcerent
systems of naticnal accovnts, which has been carried on mainly under the ausplces
of the Conference of Eukopean Statisticians, is also dealt with elsewhcre

(B/CN.3/263).

Development of the System of National Accounts

2, A second edition of the report A System of National Accounts and Supporting

Tobles has recently been published. This somewhat revised version takes into
account the views expressed by the Statistical Commission and by countries. The
views of the Iuternational Monetary Fund and the Crganization for European
Economic Cooperation have also been taken into consideration, The basic concepts
in the OEEC system of accounts are now virtually identical with those cf the

revised United Nations system as a result ¢f joint efforts to remove differences.,
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3. The United Nations system of nationsl accounts provides the conceptual

fremework for the Yearbook of Nabtional Accounts Statistics. It is gratifying

to note the marked expansion in country coverage in the Yearbook over the

last few years: approximately ninety countries will be represented in the
fortheoming (1959) i~sue while the 1957 issue contained statistics for only

about seventy countries. Not only are more countries now covered but the volume
of informetion available for individual countries has increased noticeably.
Furthermore, the numerous revisions to published figures suggest a gracvral
improvement in statistical acecuracy.

L. Gilven the wide variebility in the quality of national accounts statistics -
not only among countries bub also as regards the various flows in any country's
system of accounts - it is highly importantc that conscious and steady efforts

be made to improve reliability. Fortunately, the important uses to which the
figvres are put in many countries and the scrutiny to which the figures are
subjected in economic webate help to maintain alertness in regard to the matter of
accuracy. The use of doubtTal or unusual concepts 1s now a minor aspect of the
provlem owing largely to the efforfts of inteirnational organizations, but there

is still often @vple room for Ilmprovement in the methodology erploved and, of
course, very considereble roca for improvement in the basic siavistlcs on which the
conslex measurements involved ultimately Zepend. The Secrelzrilas nas been giving
special aitentioa to cusstions of mathoiclogy oand other asprezis of ra ity
lmprovemarnt, This has been accompiislel throigh cortesperdence, seminsrs and
conferences, studies in methods (e.g. cepital formation statistics, special
rrchlems arising in ovander-developed counts? 165), and technicul assistance
activiti-s end so on. The Commission way wish to suzgest *to coun'riers the

ity of improving their estiastos further and to putlish vecha. <al

reports cosoripiag menonds, assurctions end the like. G lance as to what
further steps the Secretariat might usefully take in the mciter would also be
velcomed,

5. Tre vreparation of a menusl ewmphasizing methods of estimation has ziready
bren recurnended by the Commission. A manual along these lines was last
prhiished five yesrs ago utilizing the information and experience availsble at

that time (Methods of National Income Estimation, Studies in Methods, Series F,

No. 8). Since then considerably more information has become available, primarily
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as a result of official published descriptions of methods and unpublished
technical papers prepared for seminars and conferences. For example, the
UnZted Nations Seminar on National Accounts for Latin America which recently
took place in Rio de Janeiro particularly stressed the piractical aspects of
national accounts work and resulted in the preparation of a large number of
paners detailing the wmethods followed by Latin American countries. The
Working Group cf Experts on Cgpital Formation convened in Bangkok in

November 1959 by the Conference of Asian Statisticians collected and analysed
& considerable amount of information bearing on the preparation of capital
formation siatistics. TFurther methodological work is to be carried on in Asia.
The first Conference of African Statisticlans decided to establish a working
party to consider a iist of transactions to be included in a study of the
non-monetary economy. The result of these developments should greatly
facilitate the preparation of a new manual covering all aspects of the subject
including not only methods and souwrces, but also uses of the statistics,
conceptual issues, special problems regarding the production boundary and

treatment of the non-monetary economy in under-developed countries, and so on.

Financial flows

6. Paragraph 61 of the Report of the Tenth Session summarized the observations
of the representative of the International Monetary Fund in which he stated that
there was a need to seek an integration of national income and financial
statistics., In February 1959 an Expert Group on Statistics of Changes in
Financial Assets and Liabilities (under the suspices of the Conference of
European Statisticians) met in Geneva, having before it documents prepared by
the International Monetary Fund, the Organization for Buropean Economic
Co-operation, Board of Governors of the Federal Reserve System of the United
States of America and the Statistical Office of the United Nations. The
discussion was largely based on the United Nations paper which contained
detailed proposals for the integration of financial transactlons into the
United Naetions System of National Accounts. The Expert Group reported

(Conf. Eur. Stats./W.G.11/29), endorsing the notion of integration and setting

one
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out its views on sectoring of the economy, the form of acceunts for each sector,
the list of financial items and other topics. The Group recommended that the
international organizations concerned should draft & consgolidated statement, on
general lines indicated, for the consideration of the full Working Group of the
Conference.

Te The report of the Expert Group was considered at the Seventh Plenary Session
(June 1959) of the Conference of European Statisticians in the report of which it
was stated (paragraph 30 of Conf. Fur. Stats./112) that "A number of
varticipants considered that the Working Group should be charged with the
development of a system of financial accounts (including, for qompleteness,
financial balance-sheets) and should not be coucerned with the problems of
relating the system to the traditional national accounts”, a view which found
modified expression in paragraph 31 (d) cf the terms of reference proposed for
the Working Group:

"while recognizing the Cesirability of developing an extended national
accounting system which would include integrated financial and
non-financisl accounts, agreed that the Working Group to be comvened
should be concerned priwmarily with financlal accounts suitable for
detailed economic analysis.”

8. The Statistical Office and the International Monetary Fund in due course
issued to member countries of the Conlerence of European Statisticlans tor comment
a draft of a consolidated statement. This statement took account of the
criticisms of the Conference of European Statisticians in giving the draft more
of a "financial treatment than in the original United Nations document but
adhered firmly to the February concept of integration, for reasons developed at
some length.

9. At the Working Group meeting held in Geneva 29 February-4 March 1960, while
attention was confined to financial aspects the desirability was recognized of
ultimate integration of financial and non-financial accounts. The item linking
the two systems is saving, the national account definition of which, however,
might vltimately require modification from financial account considerations. As
8 working hypothesis, the Group decided to regard saving as defined in the

traditional way.
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10. The Group considered the problems of sectors and financial items to be
distinguished for the purpose of financial accounts. The appropriate statistical
unit would be the smallest unit for which financial accounts and balance sheets
are available. The basis of classification would accordingly be institutional
as distinct from functional, implying that the unit would be the enterprise
rather than the establishment. In principle, sectors should be selected on the
bases of homogeneity in financial beéhavicur and in the kind of financial objects
held or owed. A minimum list of sectors was suggested for international use.
The main difference in the list from that proposed by the Expert Group of
February 1959 is in providing (as a preferred alternative) a single sector for
households and privete unincorporated non-finencial enterprises combined, on

the practical ground that, in the present stage of development of these
statistics, financial items in this sector are likely to emerge as residuals.
11, The Working Group reviewed the list of financial items proposed by the
Expert Group, noting that the Expert Group had not regarded these as definitive
but had suggested that certain aspects required further study. On the basis of
the Fxpert Group list it was suggested that the item gold and foreign assets
should be subclassified into (i) gold and foreign exchange and (ii) other
foreign assets, that a distinction should be made between marketable and other
corporate debt securities and between govermment obligations of long and

short waturity. ile the Group regarded a Scandinavian proposal of
subclassifying a comparatively short list of financial objécts by sectors as
systematic and appropriate for a long-term programme, it considered that at
present very few countries had the data to apply this system.

12. As regards valuation, the Working Group considered that in the financial
transactions accounts, actual transaction values should be used. There were
differences of view as regards valuation of items in the balance gheets. The
Group recommended that data on either market value or both market and face value
should be sought. It was recognized that the face value basis has statistical
advanteges. Clearly the valuation and the associated capital gain problems

require further consideration.
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13. The Group suggested a statistical programme on the lines of the foregoing
and indicated in addition the periodicity of data for the different main sectors;
for exemple, for central government and the monetary system monthly finencisl
balance sheets should be provided., Capital gains should be separately specified
to afford reconciliation between annual changes in balance sheets and financial
transactions. A link between financial and non-financial sccounts should, as a
minimum, be provided by the national total of saving. In the reporting system
both transactions and balance sheet data might be collected together.

1k, The Statistical Commission may wish to express its views generally on these
proposals and, in particular, on the kxind of financial accounts required in
under-developed regions. The Commission may also desire to request the
Statistical Office and the International Monetary Fund to keep in close touch
with developments everywhere, especially as regards analyses and methods of data

collection used.

Price and guantity indexes and deflation of accounts

15. At its tenth session the Commission considered three documents dealing
with this topic (E/CN.3/L.46 and 47, E/CN.3/2%1) and recommended that efforts
be confinued to collect information on statistics of national product and
expenditure in constant prices and on methods, that assistance be given to
countries in the preparation of such statistics, and that consultations be held
with interested international organizations and experts on the proposals in the
documents with a view ultimately to the preparation of a study dealing with the
conceptual and statistical problems involved.

16. Since many of the problems connected with deflation are far from settled
and comments from countries have been few, special efforts have been made to
promote discussion of the issues at international meetings. For example, the
subject was discussed at the National Accounts Seminar for Latin America using a
background paper especially prepared by the Secretariat; and a staff member
organized a gession dealing with the subject for the Conference of the
International Association for Research in Income and Wealth held in Portoroz,
Yugoslavia, in August-September 1959, three papers being contributed by the

Secretariat.
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17. The Seminar participants emphasirzed the special interest which this topic

bheld for Latin America, where many of the countries have experienced such drastic

price changes that the time trencs of accounts at current prices sre of only

limited significance, Disapproval was expressed of the practice of calculating

& constant price series for national income by dividing current price series by ™

a retail or wholesale price index; and there was agreement as to the usefulness
of making available in constant prices such couwponents as personal consumption,
cepital formation and egports and imports. Attention was also devoted to
measurement of the gain or loss resulting from changes in the terms of trade.
At the TARIW Conference there was discussion but no agreement on the usefulness
of a fully articulated system of accounts at constant prices. Much of the
discussion centred on the external account, with opinion divided as to the
price deflator to be used for the external surplus and thus on the definition
of the trading gain.

18. The many aspects requiring further investigation before firm decisions can
be reached may for convenience be grouped as below. The Commission may wish to
express its views on future work on scme or &ll of these problems:

(i) The problem of allowing for quality changes and new products in price

‘and quantum index number construction, having regard to capital goods
in particular.

(1i) Problems in the construction of quantum index numbers using cost data.

(1ii) Problems of the "double deflation" method (i.e. estimating added value
at constant prices as the difference between gross output and
non-factor input at constant prices) for individual industries.

(iv) Desirability end practicability of an articulated balancing system
of national accounts at constant prices; treatment of the external
account, with the trading gain problem; trading gain in intersectoral
relations, e.g. agriculture and rest of nation.

(v) Estimation of quantum of services (government, distribution, ete. ).

(vi) Deflation of factor imputs; productivity problems at the macro-economic

level.
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Income distribution

19. The basic report on the subject considered by the Commission at its tenth
session (E/CN.3/L.L42) has been amended and brought up to date with & view to
publication. Account has been taken of the Commission's request to cover also
"the practice of countries which studied distributions of aggregate expenditure
instead of personal income" (resolution 8 (X) 1).

20. To gain the experience necessary to give effect to parts two and three ofr
resolution 8 (X), arrangements have been made for close collsbcration with the
appropriate authorities in Puerto Rico 6£ the preparation of a set of tables

on income distribution for that country. The main sources of information are
social security and income tax data, but sample inguiries will also be employed
to secure better coverage of the population, uniformity of the definition of
income and so on. Work on these lines was recently started following a visit to

Puerto Rico by a staff member.

Input-output

21, The Statistical Commission has before it a preliminary report on input-output
(E/CN.3/265) marking the first occasion on which this important topic has been
brought to its attention. With the immediate object of gaining experience in the
conceptual and statistical problems involved in constructing input-output tables,
and with the ultimate object of establishing standards, the Statistical Office
has been privileged for some time past to collaborate with the Irish Central
Statistics Office in the preparation of a table for Ireland. The first drait

is nearing completion.
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