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PROBLEMS AND DEVELOPMENTS IN THE INTEGRATION
OF ACCOUNTS O FINANCIAL AND INCOME STATISTICS

T« INTRODUCTION

1. This paper consists of a review of problems and developments in compiling
accounts on transactions in and holdings of financial assets and lisbilities and
in Integrating these accounts with the more traditional accounts on production,
expenditures and income. The paper grows out of a joint statement, Problems 1n

Integrating Income and Finsncial Statistics,&-that was prepared by the

International Monetary Fund and the Statistical Office of the United Wations fox
the ninth plenary session of the Conference of FEuropean Statisticians. That
paper dealt with the major questions encountered in integrating accounts on
income and financial statistics and alternatives for resolving these problems.
It was written in connexion with the activities of the Working Group on
Statistics of Financial Assets and Liabilities of the Conference. In concluding

its consideration of the paper, Problems in Integrating Income and Financial

Statistics, the Conference of European Statisticians requested that the paper
should be circulated to members of the Conference for comment in the light of
their work on and plans Tor interrelated or integrated accounts on financial
and inccme statistics. The ninth plenary session of the Conference was also
informed that, based on the ccmments received and cther sources of information
on national practices and plans, this psper would be prepared for the twelfth

session of the Statistical Ccmmission. The Commission had indzcated, av its

on

eleventh sessiocn, the wish to follow developments in the field of accounts on
financial and income statistics.

2 A number of countries, both members of the Conference of Furopean
Statisticilans and others, are making and extending or starting systematic
compilations of data on the financial transactions and balance sheets of various
sectors of the economy. These compilations often consist of accounts on
financial assets and liabilities that are designed to be, or already are

integrated, at least to some extent, with the traditional accounts on production,

i/ Annex to Statistics of Figancial Assets and Liabilities,
Conf. Bur. Stats/WG.11/38.
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expenditures and Income. In this work countries need to choose among a number
of alternstives for the concepts, schemes of classificgtions, and methods to be
utilized at various steps in compiling accounts on financisl statistics and
interrelating these accounts with those in income and product statistics.
Should the initial focus of attention be transactions in financial assets and
ligbilities, holdings of these assets and liabilities, or both? What scheme

of classification might be utilized in sub=dividing the econcomy into sectors
for purposes of the accounts on financial statistics and how might this scheme
e related to that employed in the accounts on income and production? What
gscheme of clasgification should be employed in distanguishing the various
financial assets and liapilities from one another? How should the data on
Tinancial transactions and halance sheets be presented and cross-classified in
the accounts? Should consolidation or summing be employed in aggregating the
data on the transactions of enterprises, on enterprises in the same sector,

or on the economy as a whole and how would the approach adopted ccupare with
that for production, expenditures and income? On what basis should transactions
in and holdangs of various kinds of financial assets and liabilities be recorded
and valued? Should the accounts on transactions and holdings be explicitly
linked to one another; and in what manner might this be done? To what stage in
the income and product accounts should the sectoring and concepts utilized in
the financial accounts be carried? What adjustments or other linking devices
are required to bridge the differences, 1f any, in the concepts and
classifications utilized for the two sets of statistics? What methods might be
employed in recording in the accounts, the payment and receipt of interest, the
transactions snd holdings of life insurance enterprises and pension funds, or
capital gains and losses?

e This paper consists primarily of a listing and discussisn of the
alternatives for resolving the problems mentioned above that countries are
considering or have adopted. In describing these alternatives, frequent use ig
made of the discussions and conclusions of the working group and the expert
group of the Conference of Buropean Statisticians on statistics of financiasl
assets and lisbilities and the sequence of papers prepared by the International

Monetary Fund and the Statistical Office of the United Nations on integrated

/eaa



accounts on income and financial statistics, On certain aspects of
constructing accounts on fTirancial statistics - for example, sectoring, the
classification of financial rastruments, or the way in which data should e
aggregated - countries are arriviag at rather simlar conclusions, reflecting,
1n the case of Burope, the agreements reached by the Working Group on Statistics
of Financial Assets and lLiabilities. On other facets of work in this field - for
example, the degree to which the product and income and financral statistics
should be joined i1n a set of accounts, the treatment of the transactions and
holdings of banks and life insurance eaterprises or pension funds, or the
disposition of capital gains and losses -~ there 13 more divergence 1n approach
among countries. It is hoped that the discussion in this paper of problems,
1ssues and alternatives 1nvolved in each of the key steps in devising a set of
accounts and of the considerations that countries have taken into account in
choosing among the alternatives will contribuvte to progress in this difficult
but rapidly developing field of statistics. In order to provide a frame for
that discussion, the following section of this paper 1s devoted to a brief
summary of the broad trends in national work on accounts on financial statistics

that are related to or integrated with accounts on products and income statistics.

II. TRENDS 1IN TEE COMPITATION OF INTERRELATED OR INTEGRATED ACCOUNTS

Iy, Countries have started the systematic compilation of financial statigtics
covering the non-financial, es well as financial sectors, of the economy from
somewhat dafferent points of view. Some countries (eug,? the Nordic countries)
are concentrating first of all, on the holdings of financial assets and
liabilaties by the different sectors of the econowy. A great number of countries
Ce.g., Australia, France, the Federal Republic of Germany, Indis, the United
Kingdom) have begun, or are beginning, with accounts on transactions in Tinancial
assets and liabilities. In the countries with centrally plarned economies,
Tinancial transactions are also the main subject of attention though from a
different point of view than that in the countries with market economies.

Still other countraies (eaga) Japan, the Netherlands and the United States)

have given, or are giving, equal attention to accounts on financial transactions

and balance sheets. Most countries recognize the need for and propose to compile,
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eventually, both transaction and balance-sheet accounts on financial assets and
liebilaties. Nevertheless, the aspects to which countries are givaing attention
first indacate dafferences 1n emphasis and, coupled with some other divergencies
in point of view, contribute to differences in the character of the integrated

accounts on financial and income statistics toward which countries are working.

A EMPHASTS ON FINANCIAL BATLANCE-SHEET ACCOUNTS

5. Some countries are concentrating first on financial balance-sheet accounts
for the various sectors of the economy because of the importance that they
assign to information on the assortment of financial instruments held and

issued end the liquidaty of the various non-financial, as well as financial,
sectors and on the creditor-debtor relationship between these sectors. This

15 the case, 1n particular among the Nordic countries. In a seuse, this type

of emphasis on financial statistics represents an extension to the non-financial
sectors of the economy of the balance-sheet data that have been traditionally
compiled for banking institutions. From this point of view, organized data

on the holdings of the various noﬁ-financial sectors furnish an important basis
for understanding the balance sheets of the monetary system and other financial
institutions and inflationary and deflationsry pressures in the economy. Further,
these data are considered essential in interpreting the transactions, both
financial snd real, of those sectors since 1t 1s felt that these transactions
refiect the assortment of assets snd liabilities of the various non-financial
sectors as well as market conditions and related factors.

6. In order to delineate the debtor-creditor relationships between various
gsectors of the economy, the Nordic countries either have compiled or propose to
complle balance-sheet accounts on financial assets and liabilities largely in
the form of creditor-debtor matrixes. Since the compilation of such matrixes,
as well as other aspects of the statistical work, i1s facilitated by assigning
the sawme value to the asset (llablllty) represented by the same financial
instrument, the Nordic countries propose to utilize face value for all these
instruments and market value, in addition, for bonds and shares. These countries
emphasize that differences 1n valuation between creditors and debtors occur
rrimarily in the case of bonds and shares and that merket values may be

determined for these instruments. Also, because of the use of creditor-debtor

[eos
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matrixes to set out balances i1n financial instruments, the Nordic countries

do not find it necessary to introduce this criterion of classification in
drawing distainctions between the various financial instruments.

7. The Nordic countries propose to extend their organized financial statistics
to include detalled accounts on the changes between two periods (eegc, The
beginning and end of the year)y in the balance-sheet position of each sector.
For each sector, the net change 1n this position 1s to be linked to the

net result of financial transactions during the period throuvgh a financial
investment account and to savangs through a capital reconciliation account

(see Illustration C in Amnex I). The changes in each financial assel and
liability may be shown net or gross in the ease of each holder unit, but will
be summed rather than consolidated over aifferent holder units. Though the
Nordic countries consider it useful to show gross changes (1.e., the sum

of each of the credits and debits) for each enterprise in the case of selected
assets and the equivalent lisbilities -~ for example, loans or bonds, the lack
of the required data may meke this impracticable. If the eatries are shown gross,
they will reflect actual transactions during a period as well as the change in
the balance-sheet position between the end points of the period. If the

entries are shown net, 1t 1s not proposed to have an account on trsasactions
independent of that oa changes in the bslance-sheet position. Finland, however,
1s giving some thought to compiling both types of accounts.

8. Because the detarled data on the changes in financial assets oand liabilities
will, 1n the case of the proposed scheme of the Nordic countries, reflect
changes in face value or, in some instances, market valve, adjustments, of the
nature of capital gains (1osses)j w1ll be needed in the accounts linking these
changes to actual net financial invesbment or savaings. VWhere face vslue is
utilized these adjustments would, for example, consist of the differences
between the face value of the assets (liabilities) and the transaction value st
which they were sold (purchases)w It is proposed to show these gains (losses)
in capital accounts.

9.  The Nordic countries, like other countries, will utilize institutional
sectoring {eag@j private corporations, unincorporated businesses, wage-earners
and pensioners) in the accounts on Financial statistics in contrast to the

usval functionsl sectoring (1.e., according to kind of activity) in the

/...
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accounts on production, expenditures and income. These countries may carry

the sectoring on an institutional basis through the product and income accounts
to an account on the distribution of income from production (see Illustration C,
Amnex I). The two approaches to sectoring may be linked to one another

by eecltoring this account in both ways.

B. IMPHASIS ON FINANCIAL TRANSACITON ACCOUNTS

10. A number of countries are attending first to acccounts on transactions in
finapcial assets and liabilities because they feel that data, for the various
non-financial sectors, on the uses of savings and the sources of finance of
real investment are the most urgently needed financial statistics. Though,

in a closed economy, savings and real investments during any period are
equavalent, this 1s of course not the case for any one sector of the econowy.
Savings and real investments are of course brought into coincidence with

one another for a closed economy by shifts i1n funds (borrow1ng and lending)
between the various secteors, and financial institutions are key intermedieries
in this process. The countries under discussion in this paragraph are
therefore concentrating on accounts on financial statistics which will show the
letarls of the Tanancisl transactions of each sector that consolidate to

net borrowing or lending shown as the balancing 1tem 1n the capital reconciliation
and real anvestment account of the Traditional nstional income accounts. In
fact, the French system of nationsl income accovnts has always included an
account on transactions in financial assets and liabrlities (see Annex I).

Cr, from a slightly different viepoint, these countries are incorporating
statements on uses and sources of funds, which a number of them already prepare
for selected sectors of the economy, into an articulated system of accounts

on ancome and Tinancial transactions. In addition to furnishing information
on this subject, the accounts on the details of financial transactions of the
various sectors of the economy will also be valuable in indicating changes in
the laguidity of the various sectors and sources of inflationary or deflationaxry
pressures.

11. The accounts on financial transactions that most of these countries intend
to construet will show for each type of assets or liabilities and each sector

the net result of the transactions engaged in dvring the year. However, in

/...
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the French financiral transaction accounts, both acquisitions and redemptions
are shown for bonds and long-term loans. The financial transactions account
will of course be sectored on an institutional basis.

12. Countries starting, in effect, with an extension of the system of national
1ncome accounts to include a financial transactions account are confronted with
somewhat fewer problems in inter-relating or i1ntegrating the two sets of
accounts, than countries beginning with balance-sheet accounts on financial
assets and liabilities. The former countries, for example, need not deal with
the question of capital gains or losses. This 1s the case since valuing
transactions according to the prices at which the transactions were conducted
15 consistent with the balancaing entry, "net lending or borrow1ng”} in the
capital reconciliation account of a system of naticnal income data though this
entry would include elements of capital gains of losses on financial transactions.
However, all countries face problems of adjusting from recording of payables
and receivables in the nationsl income accounts to the recording of payments and
recelpts in the financial transactions account. Like all other countries those
countries which attend first to en account on financial transactions, must decide
to what extent to cerry the institutional sectoraing utilized in the financial
transaction accounts back into the income and product accounts. Some countries
plan to do this for the capital reconciliation and real i1nvestments account
only since, for example, the distinction between financial and non-financisl
units 1s strategic at that jJuncture. Other countries propose to utilize
institutional sectoring in the consumption and savings and redistribution of
income accounts as well. Still other countries (e.ga, France and the Federal
Republic of Germany) propose to, or do, utilize institutional sectoring
throughout the accounts. It should be emphasized however that the Federal
Republic of Germeny, in the case of the production account, classifies certain
activities (e.g,, ownership of dwellings) on a functional basis instead of an
institutional basis.

15. Countries with centrally planned economies compile accounts on financial
balance for various sectors of the economy which are similar to statements on
the sources and uses of funds for these sectors. In a number of the countries,

the accounts for each sector, as well as the summary account for the economy as

/om.
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a whole, are an integral part of the national income accounts. These accounts
therefore show receipts and payments and the resulting end balances classified
and defined in terms of the system of national income accounts. For example,
Tactor incomes are classified into those from activities covered in the
production account (prlmary incomes ) and those from activities excluded from
this account (secondary incomes ) and distinctions are drawn between intermediate
and final payments, incomes, various types of taxes, various forms of current
and capital transfer payments and grants, and short-term and long-term credits
and loans. Also, income and consumption in kind, accruals and internal
appropriations are included in the accounts on receipts and payments. In
Yugoslavia, however, the accounts on the receipts and payments of the various
sectors cover actual transactions only, and are, in fact compiled from the
records of transactions passing through the national banking system. The
receipts and payments, as well as the resulting end balances of the various
sectors are distributed among the following sub-accounts: current transactions,
investment transactions, financial transactions, and assets held in, and
ligbilities to, financial instatutions. The institutional sectors utilized

in Yugoslavia consist of enterprises engaged i1n production, the population, the
state, financial institutions, state capital investments fund, the rest of the
domestic economy, and the rest of the world. Rather similar institutional

sectoring is utilized by other planned economies.

C. SIMULTANEQUS COMPILATION OF FINANCIAL TRANSACTION AND BALANCE-SHEET ACCOUNTS

14. Some countries have compiled (e.gn, Japan and the United States) and
additional countries propose to compille (eugny the Netherlands accounts on
financial transactions and balance sheets at the same time. These countries
evidently consider the requirements for the two types of finanecial data to be
about equal in importance. The countries have not explicitly linked the two
sets of financial accounts to one another (see Illustration E, Annex 1).
Transactions have been valued at the prices at which they were carried out, and
holdings of most kinds of assets and liabilities are priced at face values. The
differences between the two sets of accounts in method of valuation, as well as

some other divergencies, have of course resulted in differences between the data

[oos
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shown, for the same kind of asset or liability, on financial transactious
during a pericd and on the change in the balance-sheet position between the

end points of the pericd. In the United States Flow=of—Funds/Sav1ngs accounts,
for example, the financial transactions accounts have been linked to the
capital reconciliation accounts but not to the financial balance-sheet accounts.
The data reguired to measure the differences between the two sets of financial
accounts that are due to various factors are not now available; and the
desirability of explicitly showing these data in the accounts is considered

to be questionable.

15. Japan and the United States have delineated creditor-debtor relationships in
the balance-sheet accounts on financial assets and liabilities to a much lesser
extent than the Nordic countries propose to do. The former two countries have
shown selected creditor-debtor relaticnships by using the character of the
debtor, in addition to degrees of liquidity, risk and legal type of instrument,
in distinguishing certain types of financial assets (llabllltles) (see; for
example, Annex II). These countries have, on the whole, utilized the same
classifications of financial instruments in the transaction and balance-sheet
accounts.

16. 1In the balance-sheet accounts of the United States, the same financizl
1nstrument need not have the same value when recorded as an asset as when recorded
as a liabilaty. Also, the transaction accounts of the United States show the
results of differences between the parties to a transaction in the time of
recording these transactions -~ 1.e., the mail float. The entries in the
financial accounts of the countries under discussion consist, almost entirely,
of summations over the units in each sector, as well as the various sectors, in
the case of each type of asset or liability. The entries in the financial
transactions account show the net, rather than the gross, transactions of each
uait in each asset (liabality).

17. As was noted above, in the case of the United States, financial transactions
and real investment for institutional sectors have been integrated with

one another. In fact, the Flow-of-Funds/Savings accounts now also cover, to a
fair extent, the receipt, redistribution and appropriation of income (see

Illustration E, Annex I). However, concepts of gross savings, the belancing
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i1tem between the capital reconciliation and appropriation accounts of a system
of national income accounts, utilized in the United States Flow-of-Funds/Savings
accounts differ from those utilized in the United States Income and Product
accounts. Some of the important differences are due to (i) the inclusaon

of purchases of consumer durable goods, net of depreciation of such goods, and
of savings through government life insurance and certain pension funds but

the exclusion of internal savings attributed to life insurance snd mutual
financial institutions in the case of household savings in the Flow-of-Funds/
Savangs accounts, (11) the i1nclusion of purchases of used fixed assets from
the Federal Govermment 1in business investment and (111) the recording on a
cash, rather then accrual, basis, in the Flow-of-Funds/Savings accounts. The
United Stetes 1s giving conglderation to common definitions of savings and
real investment for the two sets of accounts and to integrating the two
systems of accounting through the receipt, redistribution and appropriation of
income. In the Netherlands consideration i1s being given to gstarting detailed
1nstitutional sector with, and enforcing consistency between the income and
product and financial statistics through, the real investment ard cepital

reconcrliation accounts.

IIT. THE CHARACTER OF ENTRIES IN ACCCOUNTS ON FINANCIAL STATISTICS

A, THE GROSSNESS CF THE ENIRLIES

18. From the sbove review of national trends, wide agreement 1s evident on the
advantages and practicability of recording statistics in financial accounts that
are, 1n most instances, sums of the data on each kind of asset or liability

of the holder and transactor units employed in the accounts. In other words,
the data on sssets and lisbilities or on units falling into the same sector
will not be netted against one another. This approach is of assistance both

in delineating the balance-sheet position and transactions of the variocus units
and 1n avoiding variance in the magnitude of the statistics compiled with
differing detail in sectoring. However, 1n the case of banks and other
financial institutions, which engage in substantial dealings with one another,

summing data for each of them would result in figures that are large, and

[eo
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obscure the significant relationships between these institutions and
non-financial units. Therefore, countries have consolidated (netted) the
heldangs and transactions of banks with one another in accounts on financial
statistics and the joint IMF-UN papers on integrating financial and income
statistics have suggested this practice°§ Some countries have followed the

same practice with respect to the government sector or groups of units for

which the available information is inadeguate for purposes of combination, rather
then consolidation, of data.

19. The approach to compiling data outlined in the preceding paragraph results in
an unambigucus degree of grossness 1n the figures of Tinancial balance-sheet
accounts but not in the data of financial transaction accounts. In the latter
data, sales and purchases of the same kind of asset or acguisitions and
redemptions of the same kind of liability by each unit are often netted against
one another. The degree of grossness i1n the data in financial transactions
accounts therefore depends on the detail i1n which financial assets (llabllltles)
are classified. Some countries have indicated interest in compiling data on
selected financial transactions that are wore gross than those obtained by
netting sales against purchases - for example, on receipts (grants) and

payments (redemptlons) of long-term loans or on 1ssue, sale, purchase and
redemption of mortgages, bonds or shares. France, the Netherlands aund Norway
have already compiied accounts including data of this type. The Netherlands

may be able to extend those gross data since, in the system of financial
statistics being planned, figures on both transactions and balance sheets, are

to be gathered directly for financial assets and liabilities. The United
Kingdom proposes to use a similar kind of reporting system. The United States

18 also givang some thought to including in the tramsaction account, data on
gross flows for assets (llabllltles) where such data sre analytically significant

and available.

B. THE TIMING OF THE ENTRIES

20. So as to reflect the actual transactions and the liguidity and creditor-
debtor status of units, 1t 1s generally agreed that the entries in the financial
transaction and balance-sheet accounts should record sales (purchases) or

payments (recelpts)n This timing for recording entries i1n the accounts on

2/ See, for example, "Problems in Integrating Income and Financisl Statistics’

Annex to Statistics of Financial Assets and ILasbilities, Conf.BEur.
Stats/WG.11/38. /..

¥



E/CN.3/290
English
Page 14

financial statistics 1s in contrast to the payable (receivable) basis that 1s
utilized in the income and products acccunts. Two alternatives have been
utilized to bridge this difference between the two sets of accounts, when
interrelating or integrating them. One alternative is to show net financial
investment (i.e,, the excess (deflciency) of transactions i1n assets over those
in liabilities) on a payable (recelvable) basis by including the required
adjustment in the 1tems 1n the financial accounts on trade credit and/or loans
and advances. The other alternative 1is to show an explicat reconciliation

item for the difference between the two approaches, perhaps as part of or
following a capital reconciliation account. In an integrated system of accounts,
1t would seem advantageous to utilize the former alternative, particularly

as most payables or receivables represent claims.

2l. Regardless of the basis on which financial data are to be recorded in the
accounts, differences of +timing will occur between the records of the two
parties to financial transactions. In the United States accounts, these
differences 1n timing are reflected in the figures in order to show the mail
float, particularly in the case of money. Other countries have enforced, or
propose to enforce, the same time of recording for both parties to transactions.
They feel that use of the same time of recording reduces the statistical
problems and work of ccmpiling the data, and apparently do not assign considerable

importance to wmeasuring the mail float.

C. THE VALUATION OF ENTRIES

22. The values that should be assigned to transactions in financial assets and
liabilities are of course defined by the terms on which these transactions were
made and are necessarily the same for each of the partners to the transactiocns.
Countries deo, or propose to follow, this practice involving financial transactions,
as 1t results in realistic and meaningful data on these transactions and the data
=an be most easlly linked with data in the capital reconciliation account

derived from income end product statistics. It should be emphasized, however,

that the value to be assigned to some entries that wmay appear in the transaction
account (eegu, lncreases (decreases) in the claims of households on life

insurance companies and pension funds) is not evident from transactions. The

guestion of assigning values i1n these instances will be discussed below.

/..
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23, The values to be assigned to balance-sheet entries on financial assets and
liagbilities are not fixed, on the whole, by recent happenings and may differ
between the creditor-debtor pair involved in each claim. The creditor may,

in his books, value some claims at face value or face value less deductions for
bad debts, other claims at cost (i.e., the funds or the equivalent laid out), and
st11l other financial assets at negotiable (market) value. The debtor 1s likely,
in his books, to value claims other than shares in equity at face value. In

the case of non-marketable claims (e,gnﬁ bank accounts, loans, trade Credlt)}
face value and funds laid out or received, are, in principle, identical, and

the values assigned by creditors and dettors would, in general; be the sane.

This 1s not the case for merketable claims (e‘goj negotiable paper, morvgages,
bonds, shares) where, in addition to face value or cost of acquisition for the
holder, current wmarket value may be a significant form of valuation. Further,
certain kinds of claims (qu,} against life insurance or pension funds or
proprietors! interest in unincorporated enterprises) may not appear i1n the

books of either the debtor or creditor. As a consequence, recording book values
in financial balance-sheet accounts would result in valuation on various bases,
at least in the case of some financial instruments. Also, the effect of the
various modes of valuation on the balance-sheet data would not be known, and 1t
would be difficult to anterpret and utilize the data. Further, the meaningfulnesc
of book values as background for understanding financial behaviour may be
gquestionable.

2h. It is therefore evident that specification 1s required of the mode of
valuation for the variocus types of assets and liabilities. However, dafferences
of view exist as to the appropriate way to value negotiable (marketable)
financial 1nstruments, and the Working Group on Statistics of Financial Assetis
and Liabilities did not arrive at a consensus on this questlonnz/ The Nordic
countries propose to enforce uniform valuation of financial assets (llabilltles)
in their accounts, using face value for all financial instruments and, in

addition, market value for negotiable bonds and shares. These countries point

2/ See paragraphs 49 and 50, Report of Session Held in Geneva, 29 February
to 4 March 1960, Conf. Eur. Stats/WG.11/37.
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out that enforcing the same value for a fainancial instrument where recorded as
an asset as where recorded as a liability, facilitates compilation of the

data - for example, the use of creditor-debtor matrices for balance-sheet
accounts and the computation of adjustments of the type of capital gains (losses)
in financial investment and capital reconciliation accounts. The Nordic
countries also hold that the face value of financial instruments 1s, in wmost
1nstances, economically meaningful in the case of both creditors and debtors

and that this 1s also true for market values in the case of bonds and shares.

In the United States Flow-of-Funds/Savings accounts, face value have been
utilized for many entries. However, market values have been shown for corporate
stock held as an asset and values have not been shown for the corporations against
which this stock 15 held. Trade credit and loans are shown at book values,

which are essentially face values, but consistency is not enforced between the
values reported for creditors and those reported for debtors. In the joint
IMF-UN papers 1t has been suggested that negotiable bonds, mortgages, notes,

etc. be valued at market prices in the case of holders but at face value
(essentlally book velues) in the case of debtorsog/ Holdings of shares as
assets would also be valued at market prices but these financial instruments
would not be valued as a liabilaty. It was felt that the differing wmodes

of valuation proposed, correspond to the values in terms of which creditors and
debtors made decisions.

25. Irrespective of the mode of valuation employed in financial balance-sheet
accounts, the change between the end points of a period in value will, 1n
prainciple, differ from the net value shown in transactions accounts for selected
kinds of assets (liabllltles), 1n particular negotiable iunstruments. If,

1n all instances, face or market values are utilized in balance-sheet valuation,
differences will, in principle, be the same for both parties to all transactiocas.
If, in balance-sheet valuation, wse 1s made of market values for creditors

and face value for debtors, the result will be differences between them 1n

the gap between balance-sheet changes and the value of transactions to which both

are a party. In any case, 1f the difference between the value of net

L4/ See, for example, "Problems in Integrating Income and Financial Statistics",
op cit; and Joint UN/IMF Statement on Integrated Income and Financial
Acccunts, Working Greup on Statistics of Financial Assets and Liabilities.
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transactions during a period and the change in balance-sheet value between the
end points of the period can be assumed to be due to dilfferences in valuation
only, this difference measures toltal cepital gains Qlosses) durang the
period-realized (e“gbj where assets or liabilities have been sold or redeemed,
respectively) and unrealized (eagnf where asselts or liabilities held at

the beginning of the period or acquired during the perrod were not sold or
redeemed, respectively). Measuring the difference would of course require the
independent collection cf data on transactions in and holdings of financial
assets and liabilities. The Netherlands and the United Kingdom are proposing

to follow such 2 practice. The Netherlands 1s also giving some thought o
gathering, at a later stage, independent data on "revaluations'. This may be
recessary in order to obtain reliable data on total capital gains 1in view of tThe
marked and sporadic changes that can occur in balance-sheet entries. Compilin
data on realized capital gains during a pericd would be nmore dafficult than
gathering data on total capital gains, a3 1%t would be necessary, for example,

to 1dentify balance-sheet values 2t the beginning of the period for assets

(11abilities) sold (redeemed) during the period.

D. THE TREATMENT OF CAPITAL GAINS (LOSSES)

26. A number of alternatives have been suggested for dealing, in rntegrated

accounts on financial and i1nccome statistics, with capital gains (10856 ) o

financial instruments. In an i1llustrative set of accounts of the Nordic countries,

such realized and unrealized capital gains are explicitly indicated 1a the

fsee 1llustration C,

capital recconciliation and financial investment sccounts
Annex I}). Since, in the Nerdic scheme, net increases in holdings of financial
inslruments are shown in these accounts, capital gains had To be shecwn. 17 a
use 1s made of a financial transactions account, and net increase (decrease)

in financial transactions as the balancing i1tem in the capital reconciliation
account, net caplital gains (losses) could be shown in the finsncial trsnsaction
cr balance-sheet accounts as the link between the net result of financial
transactions during a period and the net change in the financial balance-sheet

position between the end points of the period. This is the treatment of

capital gains (losses\ proposed 1n the Joint UN/IMF Statement (see 1llustration B,

Anmex I). It was suggested in this paper that total capital gains (losses) on
/
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financial instruments should be explicitly recorded in the accounts since

such capital gains (losses) are factors in the decisions and behaviour

of holders of financial assets. It should be noted that whereas in the Nordic
approach, capital gains by one party to a transaction will always be offset
exactly by capital losses by the other party, this 1s not the case in the

proposals of the Joint UN/IMF Statement. Still another view 1s that additional

information is not furnished by explicitly showing the totals linking the
financial transaction accounts and the balance-sheet accounts. These data may,
in any case, be easily compiled by users. Further, the data may be misleading
uniess detailed in terms of the various factors, some of which may not be
capital gains (losses) 1n character, contributing to the dafference between net
transactions during a period and net changes 1n balance-sheet positicn between
the end poants of the period. In this view, even then, 1t may be preferable to
Turnish a separate reconciliation table only between the two sets of data.

Data an ceprtal gaius (1osses) on financial instruments are not set out in the
United States Flowwof-Fund/SaV1ngs accounts and are not proposed in the

Netherlandsg accounts on financial statistics.
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IV, THE CLASSIFICATION AND DEPINITION OF FINANCIAL
ACSETS AND LIABILITIES

A PRINCIPLE: AND DETAIL OF CLASSIFICATION

27. The schemes for classifying financial assets and liabilitieg that are set
out 1in Annex IT, as well as the comments of countries on the IMF-UN memorandum,
"Problems 1n Integrating Income and Financial Statistlcs”,é/ indicate wide
agreement on the use of the interrelated principles of liguidity, risk aand

legal choracter of financial instruments in drawing up such classifications.

The application of these criteria in classification schemes on financial
instruments results 1n separate categories for such items as currency anéd demand
deposits, time and saving deposits, central government obligations, other bonds,
mortgages, loans and shares. However, the detail in which the distinctions are
drawn in these clessifications, particularly with respect to liguadaty, varies.
For example, distinctions ave drawn between long-term and short-term government
loans or between quoted and unquoted corporate bonds in the classificstion
recommended by the Working Group on Statistics of Financial Assets and
Liabilities or between short-term and long-term loans and credit i1n the
classifications of France and the Netherlands. On the other hand, such
distinctions are not made in the classification schemes proposed vy the Nordic
countries or utilized in the United States Flow-of-Funds/Savings accounts. The
detail of classification in any scheme will of course depend not only on the
requirements for date on financial instruments, but also on the feasaibility of
gathering the desired data. The comments recelved Irom some Duryopean countries
indicate that, in drawing up their classification, though they are [ollowing

the scheme of the Working Group on Statistics of Financial Assets and
Liabilities, they are finding it necessary to combine some of the proposed
categories with one another.

28, In addaition to liguidity, risk and legal character of financial instruments,
the sector of indebtedness has been utilized to classify finsncial assets 1n the

schemes set out in Annex TI, as well as 1n other classifications of financial

5/ Annex to 3tatistics of Pinancisl Assets and Liabilaties, Conf. Bur.
Stats/ G.11/38.
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instruments. However, there is greater variation among the classification
schemes 1n the way and detail in which this criterion i1s applied than in the
use of the other criteria. France utilized, and the Nordic countries propose
to employ,; the variocus sectors of indebtedness to classify all kinds of
financial essets in the form of creditor-debtor matrixes. The Working Group
on Statistics of Financial Assets and Liabilities suggested that claims on
domestic debtors be distinguished from those on foreign debtors. The Working
Group alsc recommended that, in coajunction with other criteria, domestic
sectors of indebtedness be utilized to 2 limited extent, in distinguishing
certain types of claims - for example, central or local government obligations
cr consuner credit, In these instances there are of course ties between the
sector of indebtedness and liguidity and risk. The same approach to the use
of sector of indebtedness in classification is evident 1in the recommendations

mede in the UN/IMF Statement and the practices followed in the United States

accounts. On the other hand, in the proposed classification scheme of the
Netheriands, short-term and long-term loans and capital participations are

also to be classified according tc sector of indebtedness. This classification
is prorosed for purposes of obtaining added information on sources of finance
and represents a step in the direction of the French and Nordic approach to

complete classification according to sector of indebtedness.

B. THE CLASIIFICATION OF EQUITY IN UNINCORPORATED ENTERPRISES OR IN LIFE
INSURANCE FUNDS AND RELATED TTEMS

25. It should be noved that two categories - proprietors'! net investment in

unincoxporated enterprises snd net equity ia, or savings through, life insurance

and pension funds - are shown in only some of the schemes set out in Annex IT.

A category for proprietor .’ net investment is not shown under the Nordic scheme

because the Nordic countries propose to consolidave unincorporated enterprises

and the nhouseholds of the owners of the enterprises into a single institutional

sector. Though, in the proposals of the UN /TMF Statement, unincorporated

enterprises are to be dealt with in a sector separate from that for households,
2 category is not provided for proprietors' net investment because proprietors!

net investment during the year would be included in the capital reconciliation

J
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account as a capital transfer. A similar approach is taken in the Freuch

national accounts (see Annex I). In the recommendations of the Working CGroup

on Statistics of Financial Assets and Liabilities and i1n the United States
accounts, where unincorporated enterprises also made up 8 separate sector,
proprietors® net investments during the year is considered a financial transaction,
and not a capital transfer. The savings of households through life insurance or

pension funds are also conpidered capital transfers in the Joint UN/IMF Stztement

and the French national accounts. In the case of the other schemes shown in
Annex II, increases (decreases) in such savings by houscholds are classified

as financial transactions and the stocks of these savings are treated as claiws
againgt life insursnce companies or pension funds.

%0, Changes in proprietors' net investmwent and in the savinge of houssholds in

life insurance and pension funds are considered capital transfers rather than

financial transactions in the Joint UN/IMF Statement because of the restriction

of financial assets and liabilities to those held for reasons of liguidity and
financial income only. In view of this definition, all kinds of direct investment

in working on financial

7

are considered capital trsnsfers. Most countries
statistics, are following a broader definition of financilsl assets and
liabilities - nemely, one that covers any claims on (obligations of) one unit
with regard to another. The Working Group on Statistics of Financial Assets

and Liabilities also recommended this definition of financial assets and
liabilities. A narrower definition of financial assets and liabilities might
limit the uses of accounts on financial statistics in assessing the liguidity
and claims (obligations) position of the verious sectors. It could alsn raise
gquestions ag to the appropriate classification of such 1tems as tvrade credit and

tend to alter the character of the usual capital reconeiliation account.

C. THE VALUATION OF HOUSEHOLD SAVING: IN LIFE INSURANCE AND PENSION FUNDS

3l. The method of evaluating the accumulated savings oFf households through 1life
insurance companies or penslion funds 1s essentially the same 1n the case of the
schemes listed in Apnex II, excepting those of France and the Netherlands - namely,
in terms of the reserves agalnst policies outstanding plus accumulated interest.

Thus, in four of the six schemes listed, onlv part of the savings of life insurence
2 s Yy P 2
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companles are attributed to households. The rest of the savings (i.e., the
difference between the increase in reserves against life insurance policies
outstanding plus unpald interest, on the one hand, and the total of premiums
plus interest and other income received by life insurance less the operating
costs and benefits paid out of life insurance companies) are considered to be
the savings of the life insurance companies. This approach differs from that
implicit in the French and Netherlands accounts and most other systems of
national 1ncome accounts. In these accounts all the savings of life insurance
companies are imputed to households and the transfer of these savings back 1o
life insurance companies is considered a financial transaction or in the case
of the French system, a capital transfer. The Expert Group on Changes in
Financial Assets and Liabilities suggested a similar approach to the savings
of households through life insurance and pension funds (see illustration A,
Annex I). However, the Working Group on Statistics of Financial Assets and
Liabilaties proposed that the actuarial reserves against life insurance
policies and annuity plans only be considered the claims of households on these
fundsgﬁ/ This of course means treating increases in these reserves only as the
savings of households; the rest of the savings of these funds would be attributed
to the funds themselves.

32, The recommendation of the Vorking Group on the treatment of household savings
1in life insurance companiles and pension funds seems more realistic than attributing
all of the savings made through these funds t0 households. Nevertheless, some
countries, in commenting on the joint IMF-UN paper, "Problems in Integrating
Income and Financial Statistics', have indicated that they plan to attribute

all the savings of these funds to households. The comments of these countries
suggest that, in some instances, all the savings through life insurance and
pension funds will be imputed to households because of the lack of the data

that are required to follow the approach suggested in the Joint UN/IMF Statement.

This approach involved (i) the separation of premiums on life insurance policies
into a term (insurance) component, to be recorded in an income account, and a
savings deposit ccmponent, to te recorded in a capital reconciliation account,
(11) distinguishing, in the incowe account, interest credited to policy holders'’
accounts from the interest earnings of the life insurance companies and

(i11) rvecording, as capital transfers in the capital reconciliation account,

6/ See raragraphs U5-47, Report of Session Held in Geneva, 29 February to
LY March 1960, op.cit.

/...



E/CN.3/290
FEnglish
Page 23

benefits that i1ncrease the assets of households at the expense of the lafe
insurance coumpanies when mortality experience exceeds expectations (see
1llustration B, Annex I)g It 18 the data that are required for the use of

the first and third procedure that presumably are unavailable. However the
increase in the actuarial reserves against life insurance policies plus 1mputed
interest only may be treated as household savings through 1life insurance without
employing the first and third procedures in meking entries in the income and
product accounts., One such approach, based ou the data which are generally
avallable and utilized in nationsl income accounting, 1s 1llustrated in

Annex IIT. In this approach, the life insurance premiums peid by households
less the sum of a service charge, claims paid by life insurance companies and
the increase in reserves against life insurance policies are treated as though
current transfer payments. The life insurance service charge 1s part of the
consumption expenditure of households and covers the administrative costs and
operating surplus of the life insurance companies. The 1life insurance companies
receive interest on thelr property and impute to households 1nterest on the

reserves held against cutstanding life insurance policies.

V. THE STATISTICAL UNIT AND SECTORING IN FINANCIAL ACCOUNTS

A, THE TRANSACTOR AND HOLDER UNIT
(a) Enterprises

3%, There is general agreement that the holding-transactor unit to be utilized
in financial accounts is the unit which independently owns and controls
assortments of financial assets and liabilities and ergages i1n transactions

in these instruments. In gathering and compiling financial statistics on
businesses, countries therefore make use of the enterprise (ieeg} a unit of
ownership), in contrast to the establishment or other subdivisions of the
enterprise. The Vorking Group on Statistics of Financial Assets and Liabilities
and the joint papers prepared by the International Monetary Fund end the
Statistical O0ffice of the United Nations, as well as other documents of the
Statistacal Office, have also reccmmended use of the enterprise in financial

statistics.
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34, The enterprise may however be defined according to varying degrees of
breadth ranging from the legal entity (1ue., the individual proprietorship,
corporations, co-operative or other organization which may enter into
contractual segreements, own property, incur liabilities for debts, have bank
accounﬁs) to the family of legal entities bound together by ties of ownership
(e.g., where more than 50 per cent of the ownership of the equity in each

legal entity is held by another legal entity) or, even, by ties of control.,
However, to sepsrate the transactions end holdings of domestic and foreign
units from one another, the broadest concept of the family of legal entities
that might be utilized iun compiling financial transaction snd balance-sheet
accounts should exclude noun-rvesident legal entities from the family of entries.
Further, in order to meke it practical to compile these accounts, the fawily

of commonly owned or controlled legal entities would probably need to be
limited to that for which consolidated balance sheets and other accounts are
available,

%5. 1In practice, most countries are utilizing single legal entities as the
transactor-holding units in work in the field of financial statistics, as these
units have independent accounts, can be easily identafied, and are usually the
subject of data that are available from governmental administrative records.

A few countries, however, are utilizing, or exploring the use of, families of
legal entities of varving breadth, in order to approximste more closely the
unlt for which, in fact, financial decisions are made and executed collectively
and to eliminate financial trancactions between members of the familvy which are
sometimes matters of administrative or legal couvenieunce., These countries find
it essential to delineate, precisely, the collection of legal entities to be
utilized and to ensure that the same family of legal entities is emploved in
the various aspects of financial statistics, as well as in the income and
product statistics to be interreloted or integrated with the financial data,
Countries which vtilize single legal entities will also find it pecessary to iteke

such precauvtions where these entities are tied together by common ownership.
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(b) FEnterprises and Households

36. Thereas i1ncorporated enterprises, whether privately or publicly owned, have
legal 1dentity independent of their owners, this is of course not the case for
unincorporated enterprises. In the case of private unincorporated business,
especially individual proprietorships, strict application of the praincaples
outlined above would therefore result in holder-transactor units covering both
the business and its owners. Further, the households (families) of these owners
would need to be included in the common unit. However, for purposes of
analysing financial transactions and holdings, especially in relation to income,
expenditures and product, the desirability of separating the business and
household activities from one another is generally recognized. Therefore,

some countries (e.g., Canada, the Federal Republic of Germany, France and the
United States) have divided, or propose to divide, the business and household
of the proprietors of private unincorporated enterprises into separate holder-

transactor units. The Joint UN/IMF Statement also suggested the use of separate

transactor-holder units for the business and the household of the proprietors

of privete unincorporated enterprises.

37. Meterial difficulties have been encountered in drawing that distinction in
the case of financial transactions and holdings, particularly those of andividual
proprietorships. It has therefore been necessary to adopt conventions on the
division, between the business and household, of transactions in the holdings

of financial assets and liabilities, where the distinction is wmade. Tor

example, all transactions and holdings which are not clearly part of the business
are allocated to the household. In distinguishing between the private
unincorporated enterprises and the household of the owners in the case of income
and product accounting, which is a cowmon practice, problems are also
encountered, but these difficulties are less severe than those faced in making
the distinction in the case of financial statistics. The problems i1n income

and product accounting centre on separating the savings and sources of the
finance of real investment of the business from that of the household. The
conventions commonly adopted 1n dealing with these guestions are, of course, to
attribute to households all of the savings of uniuncorporated enterprises and to
impute transactions between households and unincorporated enterprises to account

for the financing of the real investment of these enterprises.
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38, In view of the difficulties encountered in utilizing separate financial
transactor-holder units for the business and household of the proprietors of
unincorporated enterprises, some countries (eggg, the Netherlands, the Nordic
countries and the United Klmgd@m) propose to utilize one statistical unit
covering both aspects of the activities of these proprietors. These countries
will follow the same practice in the i1ncome, expeunditure and product accounts
included in an 1ntegrated set of accounts on financizl and income statistics.
The Netherlands and the Nordic countries also plan to continue use in their
traditional income, expenditure and product accounts, of separate statistical
vnits for the business and households of the proprietors of privste
unincoryorated enterprises. In part because of this, in the Netherlands plan,
only the capital reconciliation account of the ancome and product accounts
will be sectored in precisely the same fashion as the financial transactions
and balance~sheet accounts. It should be noted that the recommendations of
the Jorking Group on Statistics of Financial Assets and Liabilities allow for
the sepsration or combination of the business and households of the proprietors
of privete unincorporated enterprises in defining the transactor-holder unit
in finsncial stabistics.

39 Where households do not contain proprietors of private unincorporated
businesses, the use of the household es the statistical unit does not present
protlems 1n gathering snd compiling financial or income and expenditure statistics.
In the case of private non-profat organizations, the assoclation of persons,
whether or not dincorporated, would be the statistical unit in the light of the

principles outlined above, and 1s the transactor-holder unit employed in

BO.,  Prcwlems of defining a suitable transsctor-holder unit also occur with
regpect tTo government enterprise (ige@} those which are not corporations) in
the case of countries with market economies, These enterprises are financially
integrated with the owning geperal government bodies. Nevertheless, a number
of countries (e.g., the Tederal Republic of Germany, France, the Netherlands

O
and the Nordic countries) do, or propose to, treat government enterprise as

[oos
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individual transactor-holder units, separate from those for the owning general
government bodies. This 1s the procedure that these and other countries Ffollow
in compiling income and product accounts since the role and activities of
government enterprises are quite different from that of genersl government.
Dealing with govermment enterprises as separate statistical units therefore
facilatates the dntegration of accounts on financial and 1ncome and product
statistics. Tor these reasons, among others, the Working Group on Statistics

of Financial Assets and Liabilities and the Joint UN/IMF Statement recommended,

in effect, the use of a statistical unit relating to the government enterprise
only. The use of this approach requires the adoption of certain conventions

on the separation of transactions in and holdings of assets and liabilities,

as 1n the case of private unincorporated enterprises., The alternative of
dealing with government enterprises and the owning general government bodies

as one statistical unit is also utilized - for example, i1n the United States
Flow-of-Funds/Savings accounts.

L1, In the United States accounts, the central government and its public
enterprises, whether or not incorporated, except certain financial institutions,
ire, in effect, dealt with as one transactor-holder unit. This is also the case
for the various local governments. However, some consideration 1s being given
to subdivision of this unit. In the actual or proposed financial accounts of
practically all countries, the various general government activities of the
central or local government units are not subdivided into separate statistical
units. However, the Nordic countries have suggested that it would he
advantageous to deal with social insursnce schemes which are organized as
legally independent units as well as selected segregated public funds, as

transactor-holder units separate from those for general government.

B. GROUPING TRANSACTOR-HOLDER UNITS INTO SECTORS

42, The use of a transactor-holder unit such as the enterprise, household,

general government, etc. 1n financial statistics implies the classification in
financilal accounts of these units ianto sectors according to their institutionsal
characteristics. This is in contrast to the subdivision, in the case of income

and product accounts, according to function (i.e., production, consumption) or
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kind of industrial sctivity. Further, each institutional sector should consist
of units which are as simaxlar, as 1s practical, with regard to kinds of financial
assets and liabilities held and dealt in and with regard to the role and
behaviour in financial transactions, and the importance of these transactions
relative to the income and product transactions. Limiting factors on the detail
of' the sectoring are, of course, the scope of the statistical units that 1t is
practical to delineate and the volume of work associated with various modes of
sectoring.

L%, Use of the criteria outlined above has led countries to distinguish, or to
work toward distinguishing, at least between government, subdivided into central
and local, financial institvtions, subdivided into wonetary system, life
insurance and pension funds and other, non-financial corporate enterprises,

the rest of the domestic economy, and the rest of the world (see, for example,
Annex IV). It might be noted that these correspond essentially to the minimum
recommendations made for Eurcpean use by the Working Group on Statistics of
Finencial Assets eand Lisbilities, Additional distinctions are generally drawn
iu national sectoring schemes for financial statistics, but the way and detail
1n which these distinctions are made, vary, depending on institutional
arrangements, the practical problem of delineatinmy suitable transactor-holder
units, end the priorities assigned Lo the varioms reguirements for the data.
Thus, the selected scheines set cut in Annex IV inaicate considerable diversity
in approach snd in detail to additional sectoring.

L, The use of separste transector-holder units for private unincorporated
enterprises end the households of the owners of these enterprises generally
results In & separate sector for private unincorporated enterprises. here
transactor-holder units are not separated in this fashion, two alternatives

to sectoring are being considered: either all households and the associated
private unincorporated businesses are grouped together in one sector; or the
private unincorporeted businesses together with the households (families)
headed by their owners are covered in a different sector from that for other
houssholds. The United Kingdom is adopting the former alternative; the
Netherlands snd the Nordic countries are planning to utilize the latter

glternative, Transactions in and holdings of financial assets and liabilities,
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as well as the relationship between these activities and income, expenditure
and production, may be expected to be different for the two categories of
households. However, the use of two sectors, instead of one, adds materially
to the basic data required to compile the financial accounts, as well as any
integrated income and expenditure accounts that are prepared. The Netherlands
programme, for example, provides for the collection of basic data on fawmilies
headed by employees, pensioners, etc,

L5, The use of tranmsactor-holder units for government enterprises separate
from those for the owning eneral government bodies usually results i1n grouping
the government enterprises together in a speclal sector. In the compilation
of the United States Flow-of-Funds/Sevings accounts, financial i1nstitutions are
sectored in considerable detail (see Armex IV). In these osccounts, & separate

sector 1s devoted to privste farm enterprises.

VI. INCOME, EXPENDITURE AND PROLUCT ACCOUNTS IN AN
INTEGRATED SET OF ACCOUNTS

L6, At this juncture, it is convenient to discuss the question of an integrated
set of accounts on finsncial and income statistics from two points of view: To
what level of the income, expenditure and product accounts - for example, <the
capitel reconciliation account, the appropriation account (1we,3 the redistraibutinr
of 1ncome and consumption and savings), the primary income account, or the product
account ~ should the institutionsl sectoring and the deconsolidation of eatries
of the financial accounts be carried buck? And, how might the income and product
accounts that are compiled in thisg fashion be orgenized? A number of other
guestions that arise in devising an integrated set of accounts on income and
financial. accounts to a payable (receivable) bagis in the incouwe and product
accounts, the trestment of capitel gaius (losses> on financisl instyumeats, o
the transactions between households and life insurance companies and the like -
have already been dealt with earlier. In discussing the 1ategration of accourts
on financial and income statistics from the point of view of the two guesiions

listed above, use will be made of the 1llustrative list of accounts set out o

Annex I.
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L7. Two types of considerations need to be welghed against one another in
deciding on the extensiveness and wmode of integration between income and
product accounts and financial accounts. One set of consgiderstions relates

to the needs for integrated income and financial statistics and the relative
urgency of the various requirements. The other set of considerations concerns
the problems and difficulties of compiling income and product data in the form
of the deconsolidated accounts that are wanted on financial statistics and the
extent to which such accounts will satisfy the needs which have been served by
the income and product accounte that are already being compiled. The approach
taken in a country in compiling income and product accounts is therefore
likely to be of significance in deciding on the extent to which income and
product accounts should be deconsolidated in the same fashion as the financaal
accounts. As the brief review, above, of national trends indicated, countries
are planning various degrees of integration between income and product accounts
and Tinancial accounts. These plans apparently reflect not only the way in which
they have been compiling income and product accounts but also the other

considerations mentioned in this paragraph.

A THE CAPITAL RECONCILIATTON ACCOUNT

48, All countries compiling, or planning to compile, accounts on financial
statistics will sector these accounts and the cepital reconciliation and/or
real investment accounts in the same detailed way, and will enforce consistency
in entries between the two sets of sccounts. Also, the Expert Group on
Statistics of Changes in Financiasl Assets and Liabilities suggested that, as

a minimuwm, the capitsl reconciliation snd real investment account of a system
of income and product accounts be fully integrated with e financial traansaction
account (see 1illustration A, Annex I). The capital reconciliation account of
course furnishes the link between the income and product and financial sccounts
and indicates the extent to which each sector has financed its real investment
or contributed to the finance of the real investment of other sectors through
financial transactions - i.e., by reducing or increasing, respectively, its

net financial assets or by increasing or reducing, respectively, its net

financial lisbilaties., It 1s at this Juncture in the income and prcduct accounts

[oos
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that the transactions between financial institubtions and the other sectors of
the economy becowe significant. Further, consistency between the capital
reconciliation and/or real iavestment account, on the one hand, and the
finencial transactions or siwilar accounts, on the other, i1s essential if the
latter type of account 1s to serve a number of important requirements; and it

is practical, on the whole, to attain this consistency.,

B. THE INCOME AND APPROPRIATION ACCOUNTS

49, Some countries do not propose to compile primary income Or appropristion
accounts that are sectored in the same way or detail ss their sccounts on
financisal statistics. These accounts, as well as the product account in their
system, are now sectored in & functional and limited fashion (e.g., the househol !

sector does not include unincorporated enterprises and receives income and

-

4]0}

appropriates it to consumption and savings, and all eaterprises, includia
financial institutrons, are grouped together in one sector, and 1t is couvenieatl
to sector the income snd product accounts in this way. [urther, deconsolidating
the pramary income and appropristion accounts on an instituticonal basis raices
both conceptual and practical statistical dafficulties, and Tigancial
institutions do not play a significant role in production or the generation

or appropristion of income. For example, the contribution to production, ag
defined 1n the SNA of banks snd other important financial i1nstitutiocns, consists
essentially of service charges (actusl and imputed) and the receipts of interest,
dividends, etc. by these institutions are imputed to other segments of the
economy, 1n particular, households. Attempted deconscliadation of the priwary
income and appropriation accounts uncovers scome anomalies and problems with
regard to the treatment of interest and the retention of funds by financial
institutions. Also, in order to apply the same approsch as 1n financial
statistics ~ for imstance, in sectoring and in the combination, instead of
consolidation, of entries for the verious tramsactor units, much more basic

dats than are presently available are required. For example, data will be
needed on the transactions of private unincorporated enterprises separsie Irow

those for private corporate enterprises or on the detailed transactions of

various kinds of financisl znstitutions.
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50. Other countries, however, do, or propose te, deconsolidate the primary
1ucome and appropristion asccounts in the same fashion as the financial accounts.
Data are wanted on ssvings, consumption, disposable income and income frow
property and productaon that are consistent not only with one another but also
with the data in the financial accounts. Such data would make 1t possible to
investigate relationships such as between i1ncowme, consumption, savings and real
and finencial investment for various sectors, between the income, consumption
and changes in the liguid assets and consumer debts of househclds, or between
receipts and paynents 1n connexion with the use of property and the holdings

of financial assets and lisbilities. OSome of these countries already have, or
consider it practical to delineate, unincorporated epterprises and financial
mstitutions in priwary income and appropriation accounts. Because some of
these countries (e.g., the Nordic countries or the United Kingdom) ccasider
receipts and payments of i1aterest ekin ©o transfer payments, they do not face
appareat anomslies in dealing with interest transactions between non-Ifinancial
enterprises and financial institutions or finsnclal institutions and households.
Scme of these countries propose ©o have one account dealing with primary income,
the redistribution of income and consumption and savings; others are considering
subdividing these transactions amcng the three pertinent accounts or into two
accounts - l.e., a primary income account and an appropriaticn sccount (see
Annex I).

51. If at is not feasible to deal with primary income as well as the
eppropristion of this income 1n an integrated set of accounts on iuncome and
financial stetistics, countries may find it sdvantsgeous to carry such
integration back to the appropriation account only. This account would show
the total of primary income, the redistribution of income and the resulting
disposable income, and the spportionment of the disposable income between
consunption and savings. This approach to integratioa, while avoiding a number
of the problems that arise in deconsolidstliog the praimary 1ncome account (ewg,, the
geparate date reguired on private unincorporated enterprises, the separation of
financial from non-financial units, the Lreatment of 1nterest) weuld probably
furnish the interrelated data on inccome and financial transactions that are most

urgently needed,
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52. Whether integration with the financial accounts is carried back to primary
income or the appropriation of this i1ncome, it would be advantageous to organize
the deconsolidated accounts so that the date on incowe and expenditures which
are required for national income accounts may be conveniently compiled. This
involves the segregation of the varicus types of primary incomes, transfer

payments, consumption and other appropriaticas of income from one another,

C. ALY INCOMLE AND PROIUCT ACCOUNTS

5%. Few, 1f any, countries propose, at this Juncture, to follow the full
suggestions of the UN-IMF papers on integrated accounts and of the Expert

Group on 3tatistics and Change in Fanancial Assets and Liabilities that all

of the income, expenditure and product accounts be deconsolidated in the same
way 8s the financial accounts. Countries seem to consider 1t egsential to
subdivide the accounts on the generation of the product on a functional,
instead of an institutional basis, and, as has already been pointed out, the
role of financial institutions in the production 1s insignificant. However,
some countries compile, or are giving some thought to compiliung, an account

on the distribution of shares from production as part of an integrated set of
income and Tinancial accounts (see Annex I). The Nordic countries have
suggested, for exsmple, that an sccount on the distribution cf the factor sheres
from the product might serve as the link between the account on the genceration
of the product and the account on primary income. In their system of accounts,
the establishment is utilized as the statistical unit i1n the account in the
generation of the product whereas the enterprise must be employed in the account
covering primery income. The account on the distributica of the factor shares
in the product could be compiled on both bases.

54h. In the UN-IMF papers, deconsclidation i1n the same fashion as in the
financizl accounts has been suggested in the case of the production sccount,

as well as the other i1mcome accounts, in part for purposes of statistical
convenience, It was considered useful to delineate a single integrated system
of accounts that would yield the data for both the traditional consclidated
national income and product accounts and the desired comparisons between income

and financial statistics. This implied that the accounts should be organized
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so that the various aggregates wanted (e.g., contribution to the gross domestic
product at merket prices, indirect taxes, factor shares i1n the product, transfer
payments, consumption, savings) could be easily compiled from the accounts. The
accounts outlined in illustration A of Annex I were designed to furnish such
aggregates that were consistent with the United Nations 3ystem of National
Accounts (SNA). In these accounts, therefore, all interest payments made by
non-financial enterprises are recorded in the product account and all interest
receaved by them are recorded in the primary income and appropriation account.
Also the contribution to the product of banks and other financial institutions
consisted of actual or imputed service charges, and these institutions received
interest 2 income from property which did not belong to them.

55. In order to provide for a more realistic treatment of financial institutions,

the Joint UNZ;MF Statement suggested uvse of a single account on all current

transactions except consumption and savings (see illustration B, Annex I).
However, the result of this approach was that the main classes of transactions -
the generation of the product, factor shares in the product transfer payments -
are not clearly segregated from one another. Further, the balancing item on
the current account does not measure a very useful concept of income, Part of
these deficiencies might be eliminated by shifting current transfer payments
from the income accounts to sppropriation accounts, which would also cover
consumption expenditures and savings., However, the lack of clear distinctions
between the generation of the product, the income shares in the product and
income Ffrom property would still remain. |

56, In order to make these distinctions, and at the same time resolve the
anomalies 1n the treatment of financial institutions, alteration in the way in
which interest is dealt with 1n the SNA seems to be required. One approach to
thig could be to consider interest similar in chsasracter to transfer payments
and therefore to deal with interest transactions as part of the redistribution
of income, This is the way in which the Nordic countries and the United Kingdom
treat interest payments and receipts. Ancther approach is that utilized in the
French accounts. In these accounts, banks and similar financial institutions

do not contribute to production and imputations of charges for their services

to non-financial enterprises and households are not made, A third approach was

/o
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outlined in IMF-UN memorandum "Problems in Integrating Income and Financial
Statistics".z/ This alternative involved (i) the netting of interest receipts
from production against interest payments in the product accounts of non-Ffinancial
enterprises, (ii) the entry of actusl interest recelpts and payments net of
transactions with non-financial enterprises in the production accounts of banks
and similar financial institutions, and (iii) the abandonment of aa imputed bank
service charge to households. As a result, the masgnitude of the product would

be reduced by the amount of the imputed bank service charge to households and the
anomalous difference appears between the size of the product and the magnitude of

the factor shares in the product,

VII. CONCLUSION

57. It will be seen from what has been sald above that s number of countries,

in Europe and elsewhere, are engaged in developing accounts on financial
statistics that are interrelated or integrated with accounts on income and
product statistics. Iwmportant aspects of this task are not only formuleting

the accounting structure but also gathering the redquired basic deta on real

and financial transactions and on holdings of financial assets and liabliitiesaﬁ’
In fsct, Jjust as the accounting structure desired indicates the type of data
required, the data that it is practicable to gather points to the accounts that
may be compiled. Statistical authorities are therefore exploring both aspects

of the work simultaneocusly. TFurther, differences between countries in the
approach being teken to interrelated or integrated accounts oo financial and
income statistics reflect dafferences both in emphssis on and priorities

assigned to the various reguirements for these accounts and in the problems

and difficulties of gathering the data required to compile these accounts.

58. In view of the increasing volume of national work on the subject of accounts
covering real and financial transactions and related subjects, continued exchange
on national plans, problems, and experience in this field would seem useful. The
Statistical Cemmission may wish to indicate the future direction of international

work in this field.

7/ See: parsgraphs 2L-26, Annex, Conf. Bur. Stats/WG.11/38.

§/ For detailed discussion of the latter question see: Statistics of the
Financial Accounts of Enterprises, E/CN.3/289.
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ANNEX II, SELECTED CLASSIFICATION SCHEMES FOR FINANCIAL ASSETS AND LIABILITIES.
{Some alterations, which do not effect the substance of the categories, have been made 1n the titles of the categories in order to facalitate comparison. Also certain summary categories utilized are not shown in some cases )

Workang Group on Statistacs of Joint UN/IMF Statement 2/ Joint Nordic Memoranduwn 3/ National Accounts of France 4/ Plan of Netherlands Central U 8. Flow of Funds/Savings &/
Finencial Assets and Lisbilities L/ Bureau of Statistics 5/
Gold and foreign Gold and foreign Gold Gold and foreign Gold and foreign Gold and treasury
exchangs sxchange exchange exchange currency
Currency and demand Money Notes and coin Money. Deposits and advances Primary ligquadities — Demand deposits and
deposite Demand, checking account between financral institutzons Currency and demand deposits currency

except those of monetary
system which 18 a separate
item,

and current deposits excluded but a separate 1tem

Secondary liquidities - Fixed value redeemable claims
Other deposits, treasury Time deposits

bills, notes and free Savangs deposits

balances and the like,

Other deposits Other deposits Other bank deposits Other deposits

Central government Central government Central zovernment obligations Central government savings

securities oblagations Bonds bonds

Bills and bonds with lese than Bills Other Central government obligations
one year to maturity Bonds

Other bonds Loans

Short-term loans
Long-term loans

Local government Loczl govermment Local government bonds Local government

securities obligations Bonds of "Bank Nederlsnsche obligations
Bills and bonds with leas than Gemesnten"
ons year to maturiiy
Other bonds
Short-term loans
Long-term lozns Bilis )} Debentures M
Bonds ) Bach clessifie Bonds ) &
Corporate securities Corporate obligations Shares) by debtor :ec‘tir Shares 3 Ex:dcta-s Corporate and mortgage bonds Corporate and foreign bonds
Debd securities, quoted Bonds Loans ) Short-term credit ) a Y Co ate sh & to sh
ebtor sector Tpor ghares orporate shares
Debt ascurities, not guoted Mortgages Medzum term credit)
Equaty securities, quoted Loans Long-term loans )
hguaty securities, not gquoted Shares
Mortgages Other mortgages Mortgages Mortgages or 1 to 4 family properties
Subdivided for assets into Dwellings Other mortgages
On households Other

Congumer credit

Other lcans and advances

Net equaty on lafe insurance

Proprietors! net investment
in umincorperated enterprises

On unincorporated businesses
Un farms

Consumer credit

ther loans
Subdivaded for asseis into

To houssholds

To unincorporated businesses
To farmg

Trade credit

Iafe insurance equity

Consumer credit
Otber loans

Short-term loans) Bach classified
Long-term loans )} by debtor sector

Trade credit

Net equity on life insurance
and pension funds

Proprietors! net investment
in unincorporated buginessg

Lonsumer credit
Securty credit

Bank loans, n @.C.
Other loans

Trade credat

Savings through life insirence
Saving through pension fund

Proprietors® net investment
1n umnecorporated businesa

Capital participations (elass-

Capital participataons
1fied by debtor sector)

Miscellaneous financial
transaclione

Other financaal assets (liabilities) Other financial transactions

Foreign assets are to be disbtinguished from domestic assets The categories listed except, of course, gold and foreign exchange are designed for the classifycatzon of both kinds of finaucasl assets, but domestic asgets
and liabalities pramaraly, Repert of Sessions teld in Geneva, 29 February to k March 1960, Working Group on Statistics of Financial Assets and Lisbalities, Joo? Hur 5¢-ts/WG.1L/37

Joint, UN/IMF Statements on Integrated Incoms and Finapcial Accounts, Working Gioup on Statistics of Financial Assets and Liabilities .

Fanancial Capital Accounts, Joint Memorandum by Denmark, Finland, Norway and Sweden, Working Croup on Statistics of Financisl Asgets and Liabilities, Conf, Bur. Stets/l 5,11/34 Add 1.

e

Ievter f£rom Minmistry of Finance.

Claims on foreign debtors ave separated from those on domestic debtors The deteiled classification encept, of course, for gold and foreign exchange, 1s desigrsd fo- clalms on domestirc Jeliors Cleims on forocagners are also
to be classified along the lines indicated but in far less detall The scheme of classification was absiracled from “Statistics of Financial Assets and Lisbilitre 1m the Netherlands, & Progress Report”, by Mr C M Oomens,
Central Bureau of Statisties, to the Tutzing Confersnce of Lhe Internstional Association for desearch in Income and Wealth,

Mgk

"4 Quarterly Presentatien of I'low of I'unds, Saving and Investment!, Federsl Heserve Bulletan, August 1959

Q
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{The accounts listed 1n the stub of the t-ble are interded only as 4 convemient frime of referenre to describe the schemes deslt with

correspond to that otilazed ip the <-tional or other source In order to fecilatate com arisons, use has been made of as umiform terminology as possible, wathout altering meaning. )
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SLILC I LCHElLo OF ACCCUNZS ON FIMANCIAL alu TdC s awu FrQoU”T STATISTICS

The terranology utilized 1n the description of the selected schemes does not necessaraly

Type oif Account

I1lustration A.
Suggestions of Lxpert uroup 1
and UN paper, ST/Stet/Conf.7/L

I1llustrataim B.

Joint 'MN/ItF St tement 2/

Illustratior C,
Fron Joint Nordic vemorandum g/

Illvstration D.
National Accounts of Frence &/

Illustrataion B

U § Flow of Funds/Savlng 2/

1. Froduct

IS}

Prumary Income

3, Redastributicen of
Income

4. Consumpiion Lxe
penditure and
Savangs

5 Capital Re-
concilistaon

5  Gross Heal
Trnvestments

7. Financial Trans-
actions {Invest-
ment)

Aceount 1 Gener=l1o01 of gross
product of se.ter, uncluding in
cese of banks and cimilar finan—
cral wnstitutiors end life-rnsur-
ance companies and pensior schemes;
im uted service charges. Dastrib-
urvion of gross product of sector
among factors of productior, de-
preciation and indirect taxes less
gubeidies and gross interest paid,
in case of non-financi !l enter=
prrees Opersting surplus of sector
1s the balepcing rbem.

Accounts 2, 3, and 4 combined
Oper-ting surplus, factor aincome
frcm produstion, income fTom pro-
perty received and oaid out by
sector, ircluding all actual and
1mputed interest, snd indirect
taxes received and subsidies paid
by Government  Imputed interest
paid by life insurence companies
and pension scremes o households
Operating surplus of Lrincorporated
enterprises credited to housenolds
Current tiansfer peyments to and
Ly the sector, direct taxes and
consumption erpenditures includ-
ing, 1n the case ~f houssholds im-
puted banh service charges and act-
ual and imputed life insar-nre \and
rensior) premums less benefits
Savings of t.e s.ctor 1s the batan-
cing 1tem, unincorpor ted enter-
priges and life insurance companies
and pensilon schemes nelveé no $4VINgs

Aocounts 5 and § combined The
grosg capibal formatien of the
sector 3avings, capital trans—
fers to ana from the sector, snd
provisions for consumption of
fixed camtal Het borrowing 18
balanciig ihem.

Account T Wet borrowing and
transactiors in financiel assebs
and liabiiities. Sales netted
against purchasea for assetd,
redemptions against acquaisitions
for liabalivies, Proprietors!

net investment in umincorporated
enterprises and 1asurance and
psngron promuums and berefits
treated as financlal Lransactions,
Discrepancy in nel result of
financial transactions #s com-
puted from precesding account and
this accomt shown in tnis account

Accounts 1, 2, and 3 corbined
Tne recelpts ond discurs2ments
of the sector ir connection
witn sr10ss oroduct, incoms from
property, currert transfer pay-
ments zrd other current trans—
~ctions escept those siown, in
cage of :ccount 4 Included =re
1apubea b nk service cia ges
and interest ~°yable -nd re-
ceivable and bern element of
lite rnsur-nce premrium Dispoo-
able income ox unuistribnted

e reings of sector 1s balancing
1ten

Accounu L Digposable incoms
and conoumptaon expenditurs,
irterest on consumers' or
governmept lebt and sevangs

or anaistributed ecrnings anc
savanzs of seclor, Savings 1e
bilanein, 1tem, wrincorporated
enterprises have ro savings.

soccosnbs 5 and & corbiped The
gioss caprtal formatlon and net
aincreage in financial assets of
the sector Savings or net in-
vestment in orancorporated en-
terprises, capliel transfers ic
and from tne sector, provision
for corsumption of Fixed capaital
and discrepency Also, included
are savings deposit element of
life premium, .mputed interest
or savangs Jdeposit element of
1ife premiums, casualty and lafe
benefits, and divect anvestment
pard and regeirved Net incresse
in financial sssets s balancing
atem, Discrepanc, is difference
between net increase in financial
assets as compated from fimancial
trarszctions account and as com-
puted from thais account

Aocount 7 et ineresse in finan
cial assets and brarsactiors in
finsncial assebs ard lisbilities.
Salee retbed against purchages fov
agaets, rederpbions agsinst ac-
quasitions for laubilities.

fAccount 1, in part Gross product

of sector at fector cost, consisting,
in the case of benks, Iife-insarance
co panies, pension funds and the lake,
of amputei service charges Oistribu-
tion ot the gross proauct among factors
of piroduction and depreciation Oper-
ating surplus, including interest
payable, 1s balancing 1tea for enter-
prises, no operating surplus for
other sectors

Accounts 2, 3, And 4 combined In-
come of sector, from production, an-—
come from property received and paid
out by sector nd indirect taxes re-
cerved and subsidies paad by Govern—
ment  Current transfer payments to
and by the sector, including actual
and imputed intevest, direct t-xes,
and consunptiol eapendltures, anclud-
1ng 3n the case of the housencld sec-
tors, lmputed b-nk and life-insurance
service cherges Swvangs of the sestor
15 iLne bzlancing item.

Account 5 Wet increase in rwal a-seis,
as consustently measured at market
values and 1r holdangs of financral
instiruments as consistently measured

at face or marhet values. Savings, cap~
1tal gains, whether or not reerlized, as

Account 1, 1n part Gross product
at asrket price, of sector, except

Government and finarcicl institu—
*aons, thich are not inclnded an
the boundries of production, Dis-
tribution of the gross product of
cector to the factors of productaen,
1nterest, casualty insurance pre-
mums paid ana indirect taxes paid,
and subsioies received in comnec-
ti-n wath production Gross oper-
ating surolus (1 e , including de~
preciation) at factor cost 1s the
balancing 1tem

Accounts 2, 3, and 4 combin~d
Cross aperiting surplus nd fector
ncome from produttion of sestor
and 1ncome from property received
ard paid b~ sector, including act-
ual inicrest triis-ctions Inadd-
itron, taxe. received in the case
of Government, casualty premiums
and benefits in the case of insur-
ance companies and households, wazes
and sal-ries paid by Government and
finenciel institutions and received
by households, and social xpsurarce
and pension contributions and pay-
ment 1n the case of Goverrment and
households Current trensfer pay-
ments to and from sector, direci
taxes and consumption experditure
Gross savings is ihe balancing item,
unincorporated enterprises nave no
grougs 8avings as itheir gro€s oper-
ating surplus is credited to house-
holds

appropriate, on real assets and financial Aocounts 5 and 6 vombined The

instruments, and svabistaicel discrepancy.

Accounu & Gross capiizl formation,

net acomeitions of used agsets, ond
caprtal geins, wnether or not real-
1zed, on real 2s-ets Depreciation

and net inmcrease in re:l assets, ag
consistently measnred at market values,

Acgount et scquisitaons of firan-
cial instrumcats - nst firancial in-
vostments at, trarsaction veluss end
statistical discrepancy -~ and cap-
ital gains or finencial instruments,

gross capital formation of the
sector Gioss sznings (1 e , in~
cinding depreciction allowances)
and capital transicrs $o and from
ssctor. Propristors! gross irvest-
ment In unincorrorated businesses
and lafe inswance premiums peid
less berefits :eceived treated as
capital transfeig Surplus
{deficit) of grosc mavings snd
caplital transfers o.er gross
capltal formaticr 18 balanecing
item

Account, 7 Wet result of financial
trans~etions, discrepancy botween

+his .lem and balancing 1tem 11 pre-~

ceeding accounts and creditoc-
debtor mehrix aud sumsary for each

whether or not realisod, ss appropriates geetor on transsctions in financisl

Wet incissse 1n financial instruments 0 aooets and laebilities Seles nebled

be deconposed into change in value of

holdings of the various ¥inds of finan-

¢1a] assets ard liabilitles, each con-
systently valaed at elbber face or
martet,

against purch=ges for most ands of

agsets, redemplions against acqursi-

tione for most kinds of Irabilitics
Ho-ever, 1n the case of bords and

leng—term credit, the detarled figures

are snown gross of this necting.

Accounts 2, 3 and 4 combined, in part

Net income of sector from production
and property, current transfer yeoeipts
or payments of sector (in most cases,
net but in case of dirsct texes, gross),
and consumption expenditure and provision
for consumption of fixed capital. Life
insurance and annuity premiums less bene-
fits debited to households and credited
to 1ifs insurance and savings of house-
nolds through life insurance and ceriain
pension schemes are credited to house-
holds and debited fo these companies

ard funds fross savings is balancing
iTem gross savings of private unincorp-
orated bualness 13 equated to provision
for consumplion of fixed capital as net
income of these sectors is transferred
to householda The detail shown varies
Trom sector Lo sector The greatest
amount of detasl on currenb Teceipts and
dr.sbursementis 18 shown for househeld and
Governmsnt sechors.

Accounts 5 and 6 combined Gross invest-
ment, gioss capital formation and net
firanclal investwent (net result of finaps
cial Lransactions} of ssctor. Gross in-
vestwent computed from other two ilems,

di screpancy batween gross investmsnt and
grogs savings sghown as & memorandum I tem.

Acoount 7 Net acquusitions of and trans-
actions in financiral assebs of sector, and
pet 1ncrease of and bransactions an finan-
c2al 1iebalitiss of sector, Sales netted
sgainsl purchages for assets, redemptions
against 8tquicitions for lisbilities. Pro-
prietors’ net unvestmenl In private umn-
corporated enterpmses and household oav-
1ngs through life ipsurance and vension
funds vreated as [inaneizl trencatilons.
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{The accounts listed in the tsble are intended only as a convemient frame of refersnce to describe the schemes dealt wath.
that utilized in the national or other source.

ANNEX I. (Cunl.)

SslECTeD »CHuMrS OF aCCOUNTS ON FINSNCIAL AND INCOMb AND PRODUCT STATISTICS

The terminology utilazed in the description of the selected schemes does mot necessarily correspond to
In order to facilitate comparisons, use has been made of 4s umiform termnolozy as possible, vathout altering meening,)

Type of Account

Illustrataion A.
Suggestions of Expert Gioup 1L
and UN paper, 5T/Stet/Conf 7/L.&

Illustration B,
Joint UN/IMF Statement 2/

Tllustration C.
From Joint Nordic Memorandum 3/

Iliustration D.
Nataonal Accounts of France 4/

IVustration Eg
U. S, Flow of Funds/Saving 5/

8.

=
S~

S ]

Pinancial
Balance~Sheets

For suggestions of krpert Group on Statistics of Changes in Findncial Assebs and Lazbalities, see

a System of Nationil accounts,

Joant UN/ILF St tement on Integrated Income end Fin:nci«l Aceounts,

ST/51aT/Conf  7/L.6.

Account 8 Met balance of
financial assets or laabil-
1ties and holdings of finan-
cial assets and liabalities.
Finencial liabilities valued
at face and marketable finan~
cizl assets valued at market.
Therefore, same marketable
financial instrument valued
differently as esset and lise.
bility, and vaiue of holdings

of assets need not equal value

of outstanding obligations.
Net balances of financial
assets{or liabilities) de-
signed so that gains {losses)
between the two balance-sheet
pericds, whether or not real-
azed in actual transactions,
may be measured.

Account 8+ Creditor-debtor matrices
on holdings of financial assets and
liabilities. The same financiel in-
struments are to be assigned the same
value - 2t face and, in addition, some
at market - as an 2sset and as & li-
abilaty. The value of the holdings
of assets 1s therefore equal, 1n
prineciple, to the value of the out-
standing obligations.

Working Group on Statistics of Financiel Assets end laabilities.

Account 8 Holdings of financial asasets
ard liabilaties for sach sector. Assets
and laabilities are, in general, at face
value though shares are praced at markst
value, Identical v-luation of a finan~

c1al 1nstrument as an asset and liablaty
18 not enforced, and sheres are not shown

as a lisbilaty. Links between financial
transactions accounts and balance sheet
~rcounts are not shown.

Report,_of the Session Held an Geneva, Conf Bur Stats/\G 11/29s For UN paper, see Intesration of Faponcial Flows anto

This scheme was set out as an 1llustretion of a system of accounte in Financial Cepital Accounts, Joint Memor-ndum by Denmark, Finland, Worwey and Sweden, Conf, Bur, Stats/We 11/34, Add. 1,

See Les Comptes de la Nation, Vol. IT, Les M&thodes, Mini-t®re des Finances et des Affeires Economiques, Paris, 190,

WA Quarterly Presentsbion of Flow of Funds, Savings and Investment", Federal Reserve Bulletin, August 1959.
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ANNEX IV, SELLCTED SCHEMES OF SECTORING IN ACCOUNTS ON FINANCIAL STATISTICS

(The orde: and way in which the sectors distinguished have been listed 1s not necessarily that of the scheme described, The listings have been organized and arranged to facilitate comparisons., Some ch of a
character have been made in the titles of the sectors for the same purpose.)

Joint UN/IMF Statement 2/ Plan of Netherlands Central U.S Flow of Funds &/

Bureau of Stetistics

Minimum List for International Joint Nordic Memorandum 3/ Natacnal Accounts of France 4/
Use of Working Group on Statistics

of Financial Assets and Lisbilities 1/

Government
1. Central government
2. Stages of local government
(as appropriate in each country)

Financial Institutions

3. Monetary system (Gonsoladated)
a Centrel Bank
b Other deposat banks

4 Insurance companles and pension
funds

5 Other financial institutions

Non-Fanancial snterpriseg and
Hest of Domestic beonomy
Alterrative A

Alternative B

Government
1, Central government
2, Local govermnment

Financaal Institutions
3. Monetary System
) Insurance companies

5. Other financidl institu-
tlons

Non-Financial enterprises
and Rest of lomestac wconomy

Government

1. Central government

2. Local government

3. Social insurance schemes
(legally independent)

Financial Instatutions

ko Central benk

5 Public deposit banks

6 Private deposit banks

7 Public lafe and pension
1insurance

8, Praivate life and pension
1insurance

9 Other public credit in-
stitutions

10 Other praivate cred:t in-
statutions

Non-Financial Bnterprises

Administration (total in

sumrary accounts)

1, Central government

2, Local government

3. Social insurance

4 Semi-independent administrations

5 Foreign ind international
admnistrations

4, Private non-profit orgamizations

Financi-l Institutions {total in
summary accounts

7 Panking System

8, Other fin.nci~l institutions

Non-Financial Enterprises (total

and Rest of Domestic hconomy
11. Public ansurance other

in summary accounts
9 ZIncorporated enterprises

Government,

1. Central government
2 local government
3. Social insurance

Financial Institutions

4, Monetary system

5. Lafe irsurance companles

6. Other financial institutions

Non~Financial Enterprises and
Rest of Domestic Economy

7. Pravate corporations

Goverpment

1 Central government, including
its corporation snd other
enterprises

2. State and local governments,
including their corporations
and other enterprises

Financial Instatutions
3. Monetary authority and commer-
clal banks

a Monetary authority {consolidated)

b, Commercial banks (consclidated)
4 Sewangs institutions
&, Matuel sevings banks
b, Savings end loesn associataons
¢ Credit Unicns
5. Insurances
a lLafe insurance companies
b Pravate non-insurance pension
plans
¢, Other private insurance
companies
6. Finencial, pe ¢
a Finance companies
b Security brokers and dealers
¢, Open-end investment compames
d Other financial business

Non~Financial Pravate Enterprises and
Rest of Domestic Economy
7. Private non-farm corporate enter=

6. Non-finencial en- 6 Non-financial 6. Corporate enterprises ex- than life and pension (sub-davaded intc public 8, Public corporations prises
terprise except enterprises cept firms (public 2nd insurances and private) 9, Govermment enterprises 8. Private non-farm umincorporated
private unincorp— pravate) 12 Private insurance other 10. Unincorporated enterprises enterprises
orated enterprises 7. Unincorpor«ted enterprises than 1ife and pension {sub~davided anto public 9, Privete farm enterprises (unin-
a, Public (corpor- a Public {(cor- except farms {public and 13. Central government en~ and private) ~orporated and corporate)
ate ana unincorp- porate and pravate} terprises (whether or
ated) unmancorporated) 8, Farms not incorporated)
Private corporate b, Private (cor- 14 Local government enter—
c. Producers! cooper— porate and un- prises (whether or not
atives incorporated} incorporated)
7. Other domestac (house- ¢ Producers' 15 Private incorporated
rolds, pravate unin- cooperatives enterprises except in
corporzted enterprises 7. Other domestic 9 Households and non-profit insurance Households 10. Unincorporated privete enter— 10. Households and private non-profit
and pravete non~profit {households and instatutions 16 Private unircorporated 11. Households prises, families of proprietors, organizations

1nstatutaons ) pravate non- enterprises and house~ and pravate non-profit organ—

profit instatu- holds of proprietors izations
tions) 17. Households of employees 1l. Families of employees and others,
and pensioners n e.c,

18, Pravate non=profit in~
stitutions

Rest of the world

Rest of the World Rest of the world
8. Rest of the world

10 Total of aomestic sectors 19. ERest of the world
or rest of the world

Rest of the Jorld (totel an
sumATy accounts)

12 Qutside Franc zone

13, In Frene zone

Rest of World
12 Rest of world

Rest of the World
11 Rest of the world

Baport of Sesgion Held in Geneva, 29 February to 4 Marcs 1960, Working Croup on Statistics of Financisl Assets and Laabilitaes, Conf.Eur. Stats/WG.11/37.
Joant UN/IMF Statement on Integrated Income and Financial Accounts, Working Group on Statistics of Financial Assets and Lisbilaties. <

Fananciol Capital dccounts, Joint Memorandum by Denmark, Finland, Norway and Sweden, Conf Eur Stats/wG.11/34 Add 1

Letter from Mimstry of Finance, France
"Statistics of Financial assets end Laebllities in the Netherlands, A Progress Report", by Mr C A Qomens, Central Bureau of Statastics, to Tutzing Conference of the Internationsl Association for Resesrch in Income and Wealthe
Letter from vivasion of Statistical Standards, Bureau of the Budget, United States,
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