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J. INTRODUCTION

1. The third session of the Expert Group on the Review of the Natiocnal
Aecountes and Balances met in Parig from 20 through 30 Novewmber 1967. Faci—
lities for the meeting were kindly furnished by the Orgzsnisation for Economic
Co~operation and Development.

2. The members of the Expert Group who participated in the third session were:
Mr. Odd Aukrust, Cenbral Bureau of Statistics, Norway; ir. B. Ferran, Central
Bank of Venezuels; Mr. Barl Hicks, International Monetary Fund; Mr. J. D. Maver,
Hational Institute of Statistics and Dconomic Studies, France; Me. C. A. Comens,
Central Buresv of Statistics, Netherlands; Professor Richard Stone, Department
of Applied Economics, University of Cambridge, England; and Dr. 8. G. Tiwarai,
Central Statistical Organisation, India. Mr. George Jaszi, Office of Business
Fconomics, United States, and Mrs. M. M&d, Centrsl Statistical Office, Hungary,
were unable to attend the thard session of the Expert Group; and Professor

M. D. McCarthy, formerly Director, Central Statistics Office, Treland, had
resigned from the Expert Group. Also particapating in the third session of

the Expert Group were Mr. A. Calleja, Statistics and National Accounts Division,
Organisation for Economic Co-cperation and Development; and Messrs. P. Erba and
J. Petre, Statistical Cifice of the Huropean Communities. Professor Stone was
re-elected Chairman of the third session of the Group.

3. The Expert Group congidered document E/CH.3/356, Propossls for the Revision
of the SNA, 19523 August 1967, in the light of the comments and proposals

concerning this document made by working groups which had met in Africa, Asia,
Tetin America and Europe, and submitfed by national statistical authovities.

The additions to, and clarifications and modifications in, document B/CN.3/356
which the third sessaion of the Group recommended as a result of these discussions,
are given in this report. Also described are fthe discussions of the Expert

Group of gquestions raised and suggestions made by the working groups, «nd 1in
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the communications from national statistical authorities, which did not lead

to recommendations for changes in document E/CN05/556. For purposes of discussion,
the Third segsion of the Expert Group had the fcllowing papers before it in
addition to document E/CN.3/356: Report of the Working Group on the Revision

of the SNA, Fifth Conference of African Statisticians, E/CN.14/CAG.5/NAC/27;

Draft Report of the Working Group of Experts on National Accounts, 6 - 13

November 1967, Eccnomic Commission for Asia and the Far East and United Nations

Statistical Commissaon; Draft Report, Working Group on National Accounts,

30th October - 10th November 1967, Fconemic Commission for ILatin America
and United Nations Statistical Office, ST/ECLA/Conf.28/T.5; Report of Session

Feld in Geneva 9 - 19 October 1967, Working Group on Naticnal Accounts and

Baiances, Conference of Buropean Statisticians, Conf.Rur.Stats/WG.22/18: and

a summary of the comments of national statistical authorities on document

B/CN.3 /356,

L. The Expert Group also considered the further work which it would be desirable
to carry out in respect of national accounting. The proposals of the Group in

thig respect are given at the end of this report.

LI. SCOPE AND OQRCANISATION OF FINAL DOCUMENT O THE REVISED SHA

A. BScope

5. The Expert Group noted that document E/CN.3/356 did not deal with all

the aspects of national accounting which should be the subject of internaticnal
guidance. While the place of national and sector bvalance-sheet accounts in

the gtructure of the new SNA, and the concepts of these accounts, are described,
the details of the definitions and the standard accounts and tables in

respect of balance-sheet statistics are not given. Quarterly accounts and
tables or regional sccounting are not discussed, and rudimentary first steps
only are taken in linking income distribution and manpower data with the
national accounts. Nor have needed statastics on population or research and

development expenditure been delineated in the system.
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6. The Expert Group considered that except for a brief discussion of

guarterly series of national accounting data, 1t is ilnappropriate at thies Jjunc-
ture to add to the topics dealt with in document E/CN.3/356. The Group
concurred in the view of some of the regional working groups that the discussion
in Chapter VIII of the document of the standard accounts and tables of the
system should be extended to indicate the type of series for which it would

be cf particular interest to complle guarterly data.

7. Thus, the intermational guidelines which at is hoped the filfteenth session
of the Statistical Commission will adopt, will not deal waith certain aspects

of nationsl accounting. The gtudieg required in order to develop internatiocnal
guidance 1n respect of the omitted subjects are indicated belcw, in the
suggested programme ol future work in national accounting. The Lxpert Group
censidered that in the preface to the publication to be issued on the reviged
SHA which the fifteenth session of the Statistical Commission adopts, it will

be desirable to describe the stage in internaticnal guidance concerning

national accounting which the publication represents, and the further work which
remains to be done.

B. Organisation of the Publication

8. The Group discusced a number of suggestions for altering for purposes

of the final document on the new 3NA, the arrangement of the chapters in

do cument E/ON}5/356 and the placement of the taples on classification schemes
and of the mathematical appendices. It was proposed that present Chapters ITIL
and IV, on the system as a basis for input-output analysis snd guantaty and
price comparisons, respechtively, follow the last chapter on the system in current
orices, i.e., present Chapter VIIT, and that the chapters of the fipal document
should be organized into five parts. These parts might deal with (1) the
structure of the system, (ii) definitions and classifications, (ixi) the
standard accounts and tables, {iv) input-output analysis and quantity and

price comparisonsg, and (v) the adaptation of the full system to the developing
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countries. In this view, the re- arrangement of the chapbers, as well as
grouping the chapters into parts, would facilitate the use of the publication
by various classes of interegted indaviduals. Another proposal was that

the tables on classification schemesg and the mathemstical appendices be
annexed at the end of the document. This suggesticn was intendad to make

it easler to locate and use the tables on classificetions and to restrict

the gize of the main body of the document.

9, Most of the Experts considered 1t unnecessary and impracticable to

alter the order of the chapters in document E/CN}3/556 or the placement of
the tables on classilication gchemes and the mathematical annexes to chapters.
They doubied that saignificant advantages would be gained in placing present
Chapters ITT and IV after Chapter VIII; and pointed oub that the material

in Chapters IIT and IV includes further discussion of the structure of

the system, which is dealt with in Chapter II. The inclusion in the first
chapter of the publication of an adequate discusszion of the layout of the
document and the role of each chapter in the description of the system, should
serve the purposes which led to the proposal to re-arrange the chapters and
organise them into parts.

10. Tt was noted that because a number of the tables on clagssification schemes
furnish definitions and other supplementary meterials to the textusl dis-
cussion of transactions and transactors, itwould be disadvantageous to shift
the tableg to annexes at the end of the document. Where the links between
the textual discussion, on the one hand, and tables on classification

schemes or the mathematical annexes on the other, were not asg close, it

ig s8till desgairable to position these tables and annexes a@s close to the
pertinent text as is feasable. It was congidered that listing the tables

in the table of contents of, or introduction to, the publacation shouid
facilitate the location and use of the tables.

11. The Group considered that the anclusion 1n the final document of 3
detailed table of contents and index will naterially facilitate 1ts use.

The addition of a glosgsary of terms willi aliso be of substantial value

for thig and other purposes. The lssue of a type-get publication will make
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1t possible to limat the size of the document and to utilize 2 nvmber of

devaces for appropriate prescntation.

ITI. PURPOSES AND USES AND THE STRUCTURE OF THE SYSTEM
(CHAPTERS T and II, E/CN.%/356)

L. Purposes and Uses

12. The Experts noted that cne of the reglonal working groups had requested
a fuller digcusgion in Chapter T of document E/CNu3/556 of the circumstances
and consideration which led to the revasion of the SMA, and of the usges of
the new system. The Group considered that while 1t may be appropriate to
1ndicate the reasons for revising the SNA more fully, there is little noint
to elaborating the necessarily brief discussion of the uvses 4o which the
data of the new system may be put. A11 that should, and can, be done in
Chapter T is to present a brief outline of the analytical and instrumental
potentialities of The new system. Table 1 clear.y indicates the wide range
of analyticel uses to which the data of the revised 5ki may be put. It was
noted that in discussing the use of the new gystem 2s a basls for anternationsl
reporting of national accounting dats, the reference should nof he 1o

the Yearbook of National Accounts Statistics only.

B. Structure

13. 1In considering Chapter II of the document E/CN05/356, Lhe Fxperts

discussed the alterations made in the sbructure of the systen as compared

to document E/CN,5/5h5u Accounts had been inlroduced in respect of instiiu-
tronal sector of ovigin. These accounits are desighed o receive factor incomes
from the produclion accounts and distribute the 1ncomes to institutional
sectors of receipt. The accounts furnish the basis for including adeguate
aummary data on income shares in the system and forging ugeful links Tor
analytical and statisti:s) purposes between the income and outiay and production
accounts. In ancother nodification proposed in the structure of the gystem,

domestic service Turninh=d by one household to another had been included
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among industries; and the production account for households which covered

these domestic services had been eliminated. This modification had been
intreduced primarily for reascns of elegance of pregentation.

Y. The majoraity of the Croup agreed that the domestic service furnisghed

by one household to another should not be treated as an industry. The circum-
stances of production and the co:bt-structure of ther~ -~~wvices are substantially
different from the arrangements and cost-structure in the case of industries
selling domestic services. A separate production account should be re-establish-
ed for the domestic service furnished by one household to ancther; and the
gross output of thege services should be classed z2s a non-commodity service.
15. It was generally Tfelt that the use of 2 numerical example in Chapters

I and IT in order to describe the structure of the gystem is of considerable
value to users of the document. Tt will also be helpful o annex o

Chapter TI the equivalent of the illustrative matrix of Table 8 where [lows
would be identified by symbols. The organizaticn of Chapter IT could be
improved 1f the discussion of the opening and closing balance-gheet accounts
were brought together in one secticn, after the sections of the chapter

devoted to the accounts on flows.

C. Terminology

16. Questions of terminology were discussed by the Expert Group in the

course of considering Chapters I and IT. It was noted that participants in

the regional working groups had felt thal more appropriate terms should be
gsought Tor "commodities", "other goods and services", "industries",

"services of general government", "services of private non-profit institutions
serving households”, and "households™ in the case of the consumption
expenditure account. In the case of the three later terms "genersl government
producers", "private non- rofit producers of housshold services"” and “household
consumers”, respectively, had been suggested. It was ccnsidered that

in the course of preparing the firal document on the revised SNA, attention

should be devoted te finding esppropriabte short terms 1n instances such as
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those listed above. In any case, terms which are used 1n s special sense
should be defined on first appearasnce in the text of the {inal documeni. It
may alse be useful to call attention in the glossary which 1s to be included

in the document, to the fact that these terms are used i1n o special sense.

IV. THE SYSTEM AS A BASIS FOR INPUT-OUTPUT ANATYSTS
(CHAPTER TII, E/CN.3/356)

A. The Chapter as a Whole

¥{. Like the regional working groups, the Expert Group thought that Chapter IIT
of document E/C.3/356 furnishes a valuable and lucid do cussion of the conceptsa
and techniques of input-output analysis and ihe uges of the data of the new
SNA for this purpose. It was considered that the approach to the discussicn
of input-output analysis taken in the chapter is the most appropriate way

of dealing with the subject. Suitable and useful ivternational guidance is
furnished by laying down standards in respect of the dats to be included

in the national accounils for purposes of inpub-output analysis and indicating
the ways in which these data may be used to compile the main types of input-
cutput tables, using various assuaptions in regpect of the correlations
between cost-structure and output.

18. The choiceg in respect of the iuput-output *ables Lo be prepared. and

the assumptions to be made concerning technological relations, necessarily
depend on the anelyticel uses Lo which the tables are to be pubt and the
circumstances of the industries to which the tables relate. In this
connection, fuller discussion of the main types of input-output tables, in

the light of the requirements for these tables, would enhance the value of
the chapter. The Group wished to call attention to the need for this purpose,
for the information from national statistical offices outlined in paragraph 26
of the Report of the Third Besgicn of ithe Working Group on Faticnal Accounts
and Balances, Conflerence of Buropean Statisticians, concerning experience

and views in resgpect ol the requirements for, and compilation of, commodity-

commodity and industry-lindustry tables infreavencly and annually.
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19. The Experts agreed that the chapter should emphasize the usefulness

of commodity-commodity tables in basic values for such purposes as dealing
with guestioas of medium and long-range planning.

B. The Statistical Unlt to be Used

20. The Expert Group, like the regional working grcups, emphasizad

the need to uce the mogt homogeneous unit of obgervation possible, in the
producticon accounts of the system in order to have the most suitable data

for purposes of input-ocutpult analysis. 1% wasg therefore recommended that the
definition of establishment-type units in Chapter V of docunent E/CN.5/556
should discuss the need Tor, and possibilities of delineating, more
homogeneous statistilcal units in complling national accounting data than

1t is feasible to use in gathering the basic data for this and cother purposes.
Data in respect of the gross output and cost-structure of the more homogeneous
units would of course nced to be estimated from the basic data; and guidance
should be furnished as fto the approaches which might be used to make these
estimates and the limitations to the homogeneity that can bhe attained.

The discussion of the establishment in Chapter IT should alss call attention
to the desirability, in certain circumstances of going beyond the most
homogensous gtatistical unats for which it 1s feasible to gather data.

C. Mode of Valuation and Classification

21. The Group noted that a number of countries will shcounter marked
difficulties in wvaluing the uses made of commodlities at basic values or
producers' values, in particular when compiling input-output tables of the
system annually. These counhtries will however faind it feasible to use
purchasers' valiluveg. While the experts emphasized the need for data in basic
valueg, or at least in producers’ values, for purposes of most forms of
input-output analysis, they recognised that other analytical and instrumental
parposes may be served by data on the disposition of commodities at

urchasers' values and on the supply of commodities at producers' values.
P & P
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22. It was noted that in view of thesc uses of the input-output data of

the system, suggestions had been included in the notes of Chapter VITT

which andicate how bhe standard Lables on this subject, Tables 2 and 3

and 11 and 12, might bc medafied when it is impracticable to use basic

values or producers’ values. Alsc Chapter I1¥, on the adaptation of the full
system Lo the developlng countries, gives a table on commodaby balances
where use i made of purchagers' values. In order lo describe the place

of these modilfied tables in these modified tubles in the struciure of the
gystem, the Group thought that purchasers’ values, as well as basic values,
preoducers’ valusg and factor-income values, shovld he discussed in eithery
Chapter IIT or IV.

234. The Group alsc discusscu the problems which some countries will encounter
in distinguishing between competitive and complementary imports and between
protective and revenue-raising import duties. It was recognised that

drewing the latter distinction may not be worthwhile in the case of some
countries. The separalion of imports intoc competitive and complementary is
however of considerable valuc for purposes of many of the useg made of input-
output tables. The expercvs therefore thought that this distinetion should

be used though the aveilable import statistics may not lend themselves to
precise clasgsiflcation,

D. Treabment of By-Products and Scraps

2L,  The Experts agreed that the treatment of by-products proposcd in
paragraph 30 cf Chapter IIT should be altered an order Lo avold the
distortions in data and the problems in algebraic manipulation which may
arise. Instead, by-products should be transfered from the cutput of the
industry ain which they are produced to the outpul of the industry of which
they are the characlteristic products in a columi sdded to the sources-cf-supply
gsection of the table on the sources and destinatvy.m of commodities (Table 27

of the chapter).
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25. It was noted that in the final version of the new SNA, the discussion
in paragraph 31 of Chapter III concerning the treatment of scraps derived

from capital goode and sold by households, needed to be clarified.

V. THE SYSTEM AS A BASTS FOR QUANTITY AXD FRICE CCMFARISONS

{CHAPTER IV,E/CN.3/356)

A. The Character of the Comparisons

26. In view of the comments of some regional groups on Section A of Chapter IV,
on the character and use of varicus Lypes of quantity and price comparisons,
the Experts thought that the discussicu of this subject should be elaborated
and extended. It should deal with the pogsibilities of the direct deflation
of the balance of trade, and the evaluztion of the effects of changes in

the terms of trade on the purchasing power of national income. The
discussion might cover the technigues which have been used for this purpose
and the assumpticns on which these methods are based. A fuller discussion
might alsc be furnished of the redquirements for dquantity and price comparisons
and nore attentlon might be devoted to the question of suitable concepts

in resgpect of the various Flows of the income and outlay account.

B. Output and Finel Consumpbion Expenditure of General Government

27. The Experts exchanged views on approaches to, and methods of, compiiing
constant-price date 1n respect of the output and [inal consumption of
general govei: nent and private non-profit institutions serving households.
Suitatole methods for direct deflation have been deoveloped in regpect of only
an ingignificant part of these flows; and imputing increszsses in labour
productivity in given industries to general government and private non-profit
bodies is Iraughv with danger. A sigmificant number of national studies

of the questions are required before any ugeful guidance can be given
internationally. In the meantime it would be useful to discuss more Tully,

the problems involved and the approsches to measurement which have been used.
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C. TForms of Index Numbers and Changes in Weight Bases

28. The attention of the Experts was called to the doubts expressed at the
neetings of some regional working groups concerning the proposal in paragraph 23
of Chapter IV that Fisher index numbers be used to revise the data for vears
between the old and new base year when shaifiting weight bases. It was

pointed cut that in order to publish continuous series, it will be necessary
o chain the series by linking at one point in time, e.g. st the new weights
base period, or by using the proposed method. Though the latter method involves
more work, the former technigue will tend to overstate the changes which

have taken place over a period of years. It was recommended that the relative
advantages and disadvantages of the two approaches should be discussed 1n

the final document on the system. The Group also considered that the need to
change the weight base relatively frequently, e.g. once every 5 or 10 years,
should be emphagized.

D. Approach to Estimeation and Serieg of Indicators

29. The Experts agreed that all the Chapter IV should do is to outiine

the alternative approaches to, and methods and sources of data for, guantity
and price comparisons, and the underlying concepts and assumptions invelved.
Tt would be of value to elaborate this discussion at some points, e.g. in
respect of the criteria for 1dentifiying differing srticles, technigues and
problems of dealing with guality changes and similar discontinuities in
series, the gliernative methods of estimailon, and approaches to making
consistent estimates. The Group noted that work has been undertaken, and

will be carried forward, on systems of price and guantity statistics, bagic
and derived, within the framework of the national accounts, with the

cbjective of revising and extending international guidance in respect of the
subject and preparing a maenual. It was recommended that this work should

be mentioned in the preface to the final deocument on the new SNA.

E. Terminology

30. The Group noted the suggestion that in all anstances, use should be made
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of the phrases "at coastant prices" and "implieat price indexes”, in place

of the terms "real” and “correlative price indexes”, respectively.

VI. THE TRANSACTORS OF THE SYSTEM (CHAPTER V,E/CN.3/356)

A, Transactors of the Producticn, Consumption Expenditure znd Capital Formation
Accounts
31. The Group consildered that except for the carcumstances descriabed below,
the definitaions of industries, the gervices of general government and pravate
non-pyofit institutions serving households, and householdg, furnish suitable
and adequate guidance for purpcses of classifying the trensactors of the
production, consuvmption expenditure and capital formation accounts. It was
emphasized that In order Lo classily producers according Lo fundamental
differences in mode of carrying on and financing production, 2t was essential
to use the primary criterion of whether or not goods and services are produced
for sale on the market st a price which ig aintended to cover current
costs. In addition, because of the presence in an economy of units producang
the same types of goods and services as industries but which engage in
production mainly, or entirely, for thelr own use, or for sale at a price
intentionally set below current costs, 1t may be necessary to use the
supplementary criterion of kind of economic gactivity. It was indicated that
the definitions reguired clarification on some points.
32. The Experts agreed that it waz neither desirable nor worth-while to
tnciude gmall-scale units such as neighbourhood socaal, sport and bridge
clube 1n the services of, or the institutional sector for, pravate non-profit
ingtitutions serving households. Instead, these clubs should be included
in the hovsehold sector. Small sccaal, sport and similar clubs are not
infrer -cptly informal groups ol individuals who cowbine bo carry on, and
obtsir facilities for, acbtivities which would otherwige be centered in homes.
Many such social groups may exist; they have no, or 1ittle, records, and the

magnitude of tTheir economic activity 1s insignificant. The Group considered



E/CN.3/357
Engliish
Fage 17

that bodies of this type which employ less than one perscn for a full year,
should be included amcng households. It may be necessary to use additicnal

megsures of size and importance in corder tc define the boundary between praivate
nop-profit institutions and households suitably.

33. The Dxperts noted that questions had alsc arisen concerning the
desirability of classing such Tacilities as eating and drinking places
provided by museums and clubs, as andustries. Tt was thought that these
activities should be covered in industries only if the activities are large

in scale znd can be segregated into an establishment withoul undue dufficulty.
B. Transactors of the Income and Outlay and Capital Finance Accounts

34, 1t was andicated that the inciugion of a table delineating the recommended
institutional sectors and suvbsectors would be helpful.

a. Corpcrate anhd dquasi-corporste enterprises

35. The Experts discussed the criteria for including certsin non-financiail
private unincorporated enterprises and government enterprises in the
institutional sector "non-financial corporate and Guasi-corporate enterprises™,
in the light of the comments of reglonal working groups and national statis-
tical authorities on this guestion. In general, while the comments from
developed countries call for more resiriciive definiticns than are

proposed 1n paragraphs 60 aad 61 of Chapter V of the document, the comments
from the developing countries propose that these definitions should be

widened in scope. In the case of non-financial pravate unincorporated
enterprises, for example, the comments of the latter countries propose that
the availability of complete profit-and-loss and balance sheet gccounts

should be sufficient to class enterprise as guasi-corporate units whale the
comments of ihe former countries suggeet that the additional criterion of size
recommended in document E/CN.3/356 be changed from "relatively large" to
"important, lsrge” units.

36. The Bxperts agreed that criteria were required which would class

non-financial private unincorporated enterprises, the financial oehaviour
X
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and experience of which is similsr to that of relatively large incorporated
units, as quasi-corporate enterprigses. In the case of the developed countries,
and perhaps some developing countries, the criterion of the availability

of complete profit-and-loss and balance-sheet accounts for the business only
is not sufficient for this purpose. Further, 1n the case of the developed
countries, the dafficulties and costs of identifying and gathering data

from the considerable number of non-financial unincorporated units which

are likely to meintain complete accounts, makes it impracticable to employ
this criterion only. An additional criterion is therefore needed.

5f. Whether the enterprises 1n gquestion are important large units should
prove to be useful for this purpose. Tt is likely, for example, that

in the case of many developing countries, the important large non-financial
private unincorporated enterprises only maintain complete profit-and-loss

and balance-gheet accounts. If more information were available on the
correlation between the attributes of non-financial private unincorporated
enterprises and their financial management, behaviour and experience, it would
be pogsible to devise a more adeguate definition.

38. It was notad that, in the case of come countries, a number of the
private i1ncorporated enterprises may be small units, the fainancilal behsviour
and experience of which is the same ag most unincorporated units. The
enterprises are incorporated for reasons of convenience only. It would
however be impracticable to propose in the international guzdelines that
these enterprises be distinguished from other incorporated units. It was
indicated that consgideration is being given in some countries to a
clasgification of the household sector which would separate L1he heads of
householids who are classified as employees because they are the working
owners cf relatively small incorporated enterorises from other heads of
households who are classified as employees. For similar analytical purpcses,
the owners of quasi-corporate enterprises would be geparated Irom the cwners

of unincorporated enterprises.
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39. In the case of government enterprises, the European working group had
recommended that only units which are large irrespective of the organ of
general government which is the proprietor, should be classed in the institu-
tienal sector "non~financial corporate and guasi-corporate enterprises”. While
this definition is more effective in segregating gevernment enterprises which
are likely to have large working balances than the criterion "relatively
large" proposed in paragraph 59 of Chapter V, the Expert Group felt that

the definition in the paragraph 1n duestion should not be medified. Though
the scale of operations of government enterprises owned by local authorities
may be small as compared to the size of the units cwned by central govern-
ment, these enterprises will often be important sources of local government
investment and may give rige to specilal financing problems. Paragraph 60

of Chapter V ghonld be expanded to deseribe more fully the

rationale underlying the recommended criteria.

. Financial institutions

4o. The Experts indicated that the definition of central banks and other
monetary institutions in paragraphs 67 and 68, respectively, of Chapter V
needed to be elaborated and clarified.

41. The Group noted that questions had been raised concerning the apparent
lack of consistency between paragraph TC of Chapter V, on the definition of
pension funds and other pensicn schemes, and paragraph 33 of the chapter,

on the definition of social security schemes. It was agreed that paragraph 33
draws the appropriate distinection b tween social security and pension
schemes. Schemes which are not part of arrvangements imposed, controlled

or financed by the government for purposes of ensuring ihcomes on rebirement
for large groups in & community, should be considered to be pension schemes.
Thus, schemes formulated by the government solely inh its rele as an employer,
e.g. arrangements for government employees which differ significantly from

social security arrangements for the community as a whole or which are the
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gsubject of negotiation between the government and representatives of its
employees, should be classed as pension schemes. The Experts recommended
that g definition of pension schemes in paragraph TO should begiven which
makes these points. It may alse be useful to elaborate the distinction
between social securaty and pension schemes in paragraph 33.

ho. In addition, in paragraph 70, 1t is essential to distinguish clearly
between pension schemes which are to be classed as pension funds in the sub-
sector "Insurance companies and pension funds' and pension sschemes which
are to be included in the same institutional sector as the employer of the
covered employees. This distinction should hinge on whether or not a special
fund exists and 1f there is an independent fund, whether or nobt it engages
in financial transactions in the capital market.

43. In the discussion of paragraphs 64 and 71 of Chapter V, it was pointed
out that the definition given of financial institutions is ambiguous 1n that
the final phrase,'in the market" , which is intended to relate to both parts
of the definition (1ncurring lr1abilitaies and acquiring fainancial assets)3
can ve read to relate to the last part only. The ambigulty should be
removed and the deliniticn should be expanded. A finanecial instatution is
egsentially an intermediary, i.e. an institution whose principal business

is that of incurring liabi'ities in the market in order to raise funds Ffor
lending an the market.

44, In the case of certain government lending sgencies, the gquesticn
arises as to whether they should be clasgified as financial institubions orvr
as part of general government. They may, for example, in the early years

of thelr existence, have liabilatres to the government only though they do
have the legal authority ©o ilncur liabilitaieg to the public or to other
financial institutions. In these circumstances, some countries consider it
desirable to classify the units in dguestion as financial institutions,
rather than as part of general government. The Experts agreed that whers

government lending institutions cf the type described in thisg paragraph exist
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and are in fact classified in the sub-sector "other financial institutions™,
data in respect of these units should be segragated from data in respect

of the resgt of the sub-gector. It was also ccnsidered that this problem
should be mentioned an discussing the scope of the sector "general government'.
2. The gsub-sectors of general government

45. The Expert Group recommended that the bodies which according to
paragraph 77 of Chapter V are to be classed as "other institutions”, should
e allocated to central govermment or state and local government, depending
on the major source of finance and control. Such bodies are not common
enough to warrant the raising of a separate sub-gector in the international
guldelines.

d. The statistical units to be used

L6, The Experts considered the guestion of the statistical units to be
used in respect of corporate and guasi-corporate enterprises znd general
government bodies. These ftoplcs are dealt with in paragraphs 53 through 57
and (8 through 79, respectively, of Chapter V.

hv. Tt was agreed that in genheral, one type of shatistical unit should be
used in compiling data on the income and outlay and capital transactions

of corporate and quasi-corporate enterprises cr of general government
hodies. If more than one type of statistical unit were to be used, the data
in respect of the various income and outlay and capital transsctions of the
enterprises, or the general government bodies, would not be comparable since
the degree of grossness (or consclidation) represented by the data would
differ from one class of transaétions to another. However, in the case of
corporate and qQuasi-~corporate enterprises, if the gtatistical unit used is
the family of legal entitieg the majority of the egulity of each of which is
owned by the same interests, 1t may be necessary to use the individual legal
entities as the statistrcal units in compiling and classitfying the dato

on factor incomes called for in standard fable 17. This may be the case

because of the degree of homcgeneity degired in the kind of economic achivity
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of the enterprises in view of the analytical purposes for which the table is
desighed.

b8. The Experts considered that it 1s desirable to use the family of legal
entities, defined in terms of ties of ownership, as the statistical unit

in the cagse of corporate and quasi-corporate enterprises. The financial
transactions, and the assets. and 1liabilities,of these units will be controlled
and managed in common. If the Tamily were to be sub-divided ainto statistical
units corresponding to each legal entity, there would be a number of financial
transactions and links between these units which are not meaningful from the
point of view of economic analysis. The Experts recognised, however, that

a number of countries may find it necessary o resort to the legal entity

as the statistical unit because it is impracticable to delineate, and compile
data in respect of, families of entities.

49. In the case of general government, the Experts considered it desirable
and mogt practicable to use the organs of government (e.g., the central
government as a whole, each state, province, or municipality as a whole)

as statistical units. The financing of all the activities of each organ

of general governmenht is, for example, decided upon, managed, and accounted
for, by that organ as a whole. Since it wag thought that the classification
of the factor incomes according to kind of economic activity called for in
Table 17 is of little, 1f any, interest in the case of general government,

it was agreed that a more detailed statistical unit than the organs of
government is not needed. The industrial clasgsification of production -account
data on the factor income generated in the services ol general goverhnment
furnishes all the regulred information.

C. Clasgification According to Kind of Economie Activity

50. The Group re-zffirmed the conclusions of the regional working groups
that the scheme in the new SNA for classifying establishment-type units
according to kind of economic activity should conform to the revised ISIC.

The divisicns, sub-divisions and major groups of the revised ISIC should be
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uged, as in Table 1 of Chapter V. It was agreed that the classification

scheme for purposes of the national accounts would need to cover the activaty
of owner-occupied dwellings, which 1s not included in the ISIC, and

+o call for the sub-division of the category "public administration and
defence” into a number of major groups. This sub-division is required so that
the kind-of-activiity clasgssaification of the services of general government

may be transformed into the purpcese classification of general government.

The Experts recommended the raising of a major group in reaspect of owner-occupied
dwellings uhder the sub~division "real estate™. They were informed that the
fifteenth session of the Statistical Commission is likely to adopt a

revised ISIC and that it would therefore be possible to include a delinitive
gcheme in the finai document of the new system.

51. It was suggested that the discussion of the scheme of industrial
classification in the final document on the revised BNA, should indicate the
desirabiliity, in certain cases, of employing more homogeneous units in respect
of kind of activity in national accounting than the units it Is practicable

to use in gathering basic data. In the casze of such activities sz agriculture
cr construction, more detailed industrial classification is wanted than can

be baged on the statistical units 1t is feasible Go use in gathering bagic
data. In such situations it may be feasible to make estimates of the components
of cost and cutput of the desired, more homogeneous gtatistical units.

52. The Experts were informed that a general-purpoge scheme for the
classification of enterprise~type units according to kind of economic activity
is being developed. Thais scheme is, as far as possible, to consist of the

less detailed catagories of the revised I8IC. However, it may be necessary

to combine =some of the sub-divisions, e.g. for mining and manufacturing,

of the reviged TSTC in view of the rapge of activities of individual enterprises.
It did not appear that the fifteenth session of the Statistical Commission
would be in a position to adopt an enterprise-type industrial classification

scheme.



B/CN.3 /357

English

Page 24

55. The Ixpert Group thought it essential o include at least an interim

gscheme for the industrial classification of enterprise~type units in the

final document on the reviged SNA. Tt was considered that the interim scheme

should, as far as possible, consist of the sub-divisgions of the revised

ISIC but that the draft classification in Table 2 of Chapter V, which

dejineates a general-purpose scheme, is too detailed for purposes of the

national accounts. The interim scheme which the Experts recommended is

gset out 1n Annex I. It was thought necessary to combine diverse sub-divisions

of the revised ISIC which isg under congideration, in view of the combinations

of activities engaged in by families of legal entities entities and the

need for an abbreviated classification.

54, The annexed clasgification zlsc differs from the draft revised ISIC-

in that the category "Banks, other financial institutions and insurance"

iz defined to coincide exactly with the scope of the institutional sector

"Financial institutions". For example, such enterprises as securaity and

commodity brokers who do not perform financing and depository functions,

investment consultants, stock exchanges, insurance brokers, are excluded

from the category in the annexed scheme of classificaticn, but are included

in the corresponding categories of the ISIC. The Expert Group recommended

that the scope of the corresponding categories of the ISIC should be defined

to coincide exactly with the definition of the sector "financial institutions”

in the reviged SNA: and requested that this recommendation be called to

the attention of the groups which degl with the revision of the ISIC.

D. The Classafications of the Purposes of General Government and Private
Non-Profit Institutiong Serving Households

55. The Group was informed that comparisons in certain countries of the

classification schemes set out in Chapter V for general government purposes

(Table 3) and for the kind of economic activity of establishment-type units

(Table 1) had indicated that some additional categories are needed in the more

detailed 1list of general government purposes in order to attaln one-to-one
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corregpondence between the lwo classifications. These investigations had
affirmed the analytical values and practicability of the categories of the
condensed list of the classification, but raised doubts in this respect

in the case of certaln categories of the more detailed list. More experience
in the use of —he classification scheme appears to be necessary in order

to delineate more suitable detailed categories.

56. The BExperts therefore consideredrthat the tentative character of the
more detailed categories of the classification of generzl government purposes
should be mentioned in the text of the final document on the revised SNA. The
text should also indicate that while the recommended classification of the
services (kinds of economic activity) of general government can be transposed
into the recommended classiflcaticn of the purposes of general government,
the more detalled categories of the two schemes of classification may not

be in one-to-cne correspondence. It was noted that in order to delineate

the cogt-structure of general government purposes from data on the cogt-
gtructure of general government services, it ig sufficient to be able to
carry oult the first transformation.

57. The Growpalso indicated that a separate two-digit category should be
raiged in the classification in respect of religion and that the definition
ol the categories should show where paymenbs in respect of individusl medical
and health care and various types of subsidies should be classified.

E. The Resident Economic Agents

53. The Expert Group was informed that the definitions of the resident
economic agents which are set out in Section E of Chapter V and which are

under consideration in the reviasion of the Balance-of-Payments Manual are

consigtent, one with the other, except in the case of individuals and households.
The Experts recommended that foreign visitors, commercial travellers and
certain other categoriecs of persons temporarily ain a given country for a
year or less, instead of [or the period of three months or less propoged

in document E/CN¢5/556, should pe considered non-vegidents of the country.
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This will eliminate the inconsisgtency with the Balance-of-Payments Manual.

It wasg consgldered that there are statistical disadvantages and no significant
analytical advantages to the three-month limitation.

5. It was also indicated that the last sentence in paragraph 110 of
Chapter V should be clarified in order te indicate that ships, aircraft

or fishing fleets operated entirely, or primarily, within the political
frontiers of a given country by non-residentes of the country, are toc he
considered regident producers of the country only if these operations are
carried on over an extended pericd of time, e.g. one year or mors.

When a transfer of residence cccurs in the case of the operation of such
vegsels or aircraft, they are to be considered as part of the imports and
positive gross fixed capital formation of the country where they became
resident producers and part of the exports and nhegative gross fixed capital
fermation of the country where they were resgident producers. This
treatment ensures consistency in scope between the gross domestic product
and the gtock of fixed assgets of a country. The ccounterpart to the
aforementioned transactilons are transactions between the twe countries in
financial claims, e.g., in proprietors' net additions to investment of

gugsi~corporate enterprises.

VII. TRANSACTIONS ON THE PRODUCTION, CONSUMPTION EXPENDITURE
AND CAPITAT, FORMATION ACCOUNTS (CHAPTER VI, E/CN.3/356)

A. The Gross Domestic Product

60. In view of the comments of the European Working Group, the Experts
agreed that the definiticns of the gross domestic product valued at market
prices in paragraph 11 of Chapter VI should include a description of the
compilation of this aggregate from data on the firal uses of geods and
services where imports are velued T.0.T., as well as c.i.f. It was aleo
noted that the definition of the grosg domestic product in terms of the

final productyg of regldent producers needed to be amended.
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B. Gross Output of Gocds and Services

61. The Group reached the following conclusions after discussing the

comments of regional working groups and national statistical offices in

regpect of Secticn C of Chapter VI, on the gross output of goods and services.

(1)

(ii)

(1ii)

(iv)

It should be indicated in paragraph 17 that in practice it may

not be feasible to abide by the principles of vgluation completely;
and the implications cf these principles in the case of cash,

other discounts and similar situations which frequently arize,
should be clarified.

It should be made clear in paragraph 19 that the proceseing by
farmers Tor their own use of primary commodities they produce
which it may be desirable to encompass in gress output inciudes
activities such as the spinning and weaving of cloth and the
making of furniture.

The treatment cof the imputed bank services charge proposed in
paragraphs 32 through 35 should be retained. Tt is a suitable
approach to the allocation of the Imputed service charge which

has the approval of the majority of countries.

The view of the majorlty of the Experts was that net rents

should not be imputed in respsct of bulldings owned and occupiled
by general govermment or private non-profit institutions. They
considered it difficult and not worthwhile to make the imputation.
Another view was that these imputaticns should be recommended.

In this view, the imputations weuld put the rented and owned
buildinge of general govermment on a comparable basis gnd

furnish useful data for planning efficient investment; and it is
as feaszible to make the imputation as to estimate data in respect
of the depreciation of bulldings and other fixzed assets of general

government.
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{v) The category "non-commodity sales" is wanted in the case of
the services of general govermment and private non-profit
institutions serving househelds and in the case of domestic service
randered by one household to another. While these payments ghould
be clagsed ag purchases of services and goods, not as transfers
(which would, for example, distort the meahing of transfers), the
condations and cirvcumstances of these sales differ materially from
thogse of profit-making sales of goods and services.
62, In connection with the flows in respect of the gross output of goods
and services, The Group alsc considered the classgification and treatment
of rents.
63. In the case of agricultursl land, it was agreed that payments of rents
Should not be recorded as service charges on the production account. The
indirect Taxes and the expenditure on maintenance and similar costs included
1n the rents should be classed as the indirect taxes and intermediate
consumption of the agricultural industry; and the net rents involved are to
be included in the operating surplus of the industry and he paid to the owner
of the land as property income. As a result, in the production acnount, the
costs and return dnvolved in agricultural iland are to be classified to the
industry using the land, irrespective of whether the land is rented or
ouned by the producers.
&L, In the case of let buildings,machinery and equipment, in general, it
is not feasible to use this approach since, 1n a number of instances,
diverse kinds of industries rent space in the same gtructure or lease the
same type of fixed assets, e.g. transiort equipment, office and other non-
specialized machinery. In view of this and'similar considerations, the fotal
rents pald, gross and net, are to be Lreated as service charges paid to the
owners of the fixed assets. The gross reant consists of maintenance and

repair costs, insurance service charges, depreciation charges, indirect taxes
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and similar charges on the preduction account:; the net rent consists of fthe
operating surplus on the rental.

65. In the case of non-agriculfural land, any gross rent involved should

be classed as service-charge payments and the net rent is to be treated

g8 property income.

C. Intermediate and Finhal Consumption

66. The Experts discussed the recommendation of the majority of the Furopean
working group to alter the propossls set out in paragraphs 68 and 69 of
documert E/CN35/356, concerning the allocation of expenditure when industries
or private non-profit institutilons supply commedities direetly and individuslly
to persons ahd general government finances the acquilsition of these commodities,
in part or in whole. It was agreed that the proposals in paragraphs 68 and 69
should be modified along the following lines. When general government

finances these acquisitions partially or entirely, on a direct and individual
baalg, the total expenditure on the commodities is to be classed as the
consumption expenditure of the individuals o whom the cormcdities are supplied.
When under a naticnal health scheme, general government enters into a

general contract with prlivate medical practitioners or druggists Lo provide
gervices or medicines to individuals, the government outlays on these

services and medicines are Lo be classed as the intermediate consumption of
general government. Any payments which individuals make for these services

or medicines are to be treated as their consumption expenditure.

£7. 'The attention of the Group was called to the difference in the treatment
of the reimbursable expenditure of commercial travellers abroad between

the SNA and the Balance-cf-Payments Manual. These outlays are classed

as the intermediate consumpbion of the employer in document E/CN°5/3569

but ag the finasl consumpticn of the traveller in the Balance-of-Payments

Manual. The latter treatment had been adopted becaus. in the case of the Manual

it did not require segregating this expenditure from outlays by tourists,
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ete. abread.

68. It was noted that in the case of the SNA essentially the same statistical
difficulties are involved whether the reimbursable expenditure of commerciasl
travellers abroad are considersd to be household final consumption or
business intermediate consumption since the reimbursable expenditure would
still need to be estimated in order to be included in the wages and salaries
of the commercial travellers. Further, the same type of estimalting problemg
arise in the case of relmbursable expenditure cof business Travellers in

their country of regidence. The Group agreed that the itreatment of
reimbursable expenditure cf business travellers set out in document E/CN,5/556
should be retained saince it waz the scund way of dealing with these transacticns.
D. Classification of Household CGocds and Services

69. The Group discussed next questions of a general character which had
arisen in respect of the classifica ion of houschold goodsand services

set out in Table 1 of Chapter VI. It was considered to be more appropriate
for the Secretariat to examine the detailed comments received concerning
the classification.

70. GQuestions had been ralised concerning the designation of certain items
as semi-durable, rather than durable, e.g. watches, jewellery and precious
stones or parts and accessories for motor vehicles. It was noted that

gome of these anomalies occur because of the necessity to characterize
categories asg a whole. These categories are ralsed primarily in the light
of similarities in the object of (purpose to be served by) acquiring the
goods and services and the detail in which data are generally available.
This sometimes results in including durable and semi-durable goods in

the same most detailed category of the classification. Other apparent
inconsisgtencies in classafication sccording to degree of durability, result
from the pragmatic approach which necessarily had to be taken in classing
categories of goods as semi-durable or durable, based on the criteria of
relative value ahd length of life.

Tl. The Experts coneidered that it 1s not feasible to eliminste the first
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kind of anomaly in the international clagsification of household goods and
serviceg. Nonetheless, indicating whether the greater part of the goods
encompassed 1n a given category are to be classed as durable, semi-durable

or non-durable, furnishes useful international guldance. In addition, the
text on the classification should indicate that, if feasible, i.e. 1f data
are gvailable, countries should classify according to degree of durability,
more restricted groups of goods than those in the most detziled catbegories of
the lnternational classificaticn which congists of mixtures of durable and semi-
durable gocds. The Experts also requested that the Secretariat re-examine

the degreesof durability assighed to categories, the consistency of which
national stabastical authorities had questlioned.

T2. The Group aleo discussed the unit of cobservation to he used in classifying
household goods and services xn connectlon with the classification of
purchases of rpackage tours which include travel, food-and lodging. It was
agreed that the item purchased, and to be classified, in this case 1g the
packaged tour and that it should not be dismesmbered into travel, food

and lodging. It was noted that this principle is used in general in the
classification of household goods and services, o.g. in respect of
restaurants, hospital care, and the dormitory facilities of educabtional
institutions.

75. The Group agreed that domesbic service should be a two-digit 'category
under"Furniture, furnishings, household equipment and operation'. It was
congidered that domestic service should remsin in this class of nhousehcld
goods and services since the main criterion of classification was the object
of (purpose to be served by) the outlay, not the kind of good or service

or the elasticity of demand. 7In the course of the discussion 1t was also
agroed chat fees paid to tax consultants should be shifted from category

8.4 to 8.5 and that purchases of cigaretbe paper should be classified in
category 1.%. The Fxperts believed that the category for education should not

be raised [rom a two-digit to one-digit level.
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E. Gross Capital Formation

a. Natural grcowth of forests

Th. The Group considered it impracticable and undesirable to include the
natural growth of forests during a period of account in the increases in
gtocks of the naticnal accounts. It was noted that a recent meeting of

a Buropean Bxpert Group on capltal formation in forestry had not made this
guggestion:; they had propoged that attention be called to the value of
having independent data on the natural growth of forests. It was pointed
out that the subject of accounting for standing timber would be covered

in the work on balance-sheet accounts and tables.

b. Services of general government

75. The Experte re-affirmed the recommwmendation in document E/CN,3/356

that the acquisition of milibtary durables should be classed as intermediate
consumption when thelr attention was called to the proposal of cne of the
regional working groups that these acquisitions should be considered to

be fixed capital formation. It was also polnted out that scparate data on
the cutlays on military durables are provided for in a memcrandum i1tem to
the appropriate supporting table of the system.

76. The Group agreed that the last sentence in paragraph §7 of Chapter

VI should be modified to indicate thal general government transactions in
stocks relate primasrily to strategic materials, grains and other important
commodities and sales of large lotsg of surplus goods.

o, Boundary between stocks and faxed capatal formation

T7. While the Experts recognized the difficulties of drawing distinctions
between livestock to be included in stocks and livestock to be classed as
fixed assets, they wished to retain the recommendation in document E/CN.3/556
that h-caing stock, dairy cattle, ete. should be treated as fixed assetsn.
8. The Fxperts discussed at lengbh the question of whether work in progress
on congtruction of structures, roads,dams and similar projects should be

classed ag increases 1n stocks or as groge fixed capital formation.
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T79. In ope view, fixed capital formaticon in copstruction works should consist
of completions oply. In this view, the data on fixzed capital formaticn

should focus on additions to the stocks of fixed assets which are available
Tor use in production. Work put in place oh ulicompleted projects should be
classed ss increases in stocks; and might be aliocated between the stocks

of ithe producing and buying uvnits in proportion to progress pavments made.

For purposes coi analyzing the relationships between increases in stocks snd
the level of economic activaty, work-in-progress cn construction projects

and other hegvy capital goods are separated from cother types of increases in
inventoriesg. As portions of & glven construction work are completed and

put to unse, these secbions could be classed as completions.

80. In another view, wWork put in place on uncompleted construction projects
should be classed as the [fixed capital [ovmaticon of the buying unit, i.e., the
unit for which the project 1s being built. It is considered that this treat-
meat draws the distinction between fiwed capital formstaon and increages in
atocks vhich zhould be emphasized, namely 1t results in the wmost useful data
for studying various types of nemands for {exgenditure on) commodities an
relation to the lavel of economic sctivaty and similar dquesticons. Moreover,
gathcring separale date on work-Iin-progress on, aad completion of, construckion

prosects teoom buyers 1s impracticable becsuse 1n their accounts they record
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tojecte togabiier. 1In any cagse, difficulties arise in identifying
the point at vhich a construction project is completed.

81. The dxpert Gioup concladed that work put in place on the construction
structures, roads, dams ald other projects during a period of account should
be clas~ea s Lhe fixed capital forwation of the unit for which the congtruction
is carried ont, whether ov not the project is completed. The Experts

considered thal supplemevtal data should be compiled, if feasible, on

the congtruction projechs conpleted duriang the period of account.

el
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d. Valuation of increase in stocks

82. fThe Expert agreed that the principles of valuing inventories set out in
paragraphs 102 through 105 of Chapter VI should be retained. These principles
are designed to enhance the degree of homogeneity in valuation irrespective
of the way in which commodities produced are disposed of and bo ensure that
where goods are sold, withdrawn or used up, chargeg will be made to the
accounts on stocks which are sufficient to replace the goods at market prices
at the Time of withdrawal. In view of the difficulties of applyling the
principles, the Group recommended that the text of the final wversion of the
revigsed SNA should also describe the more practical mode of wvaluing additions
to, and withdrawals from, stocks 1.e., 1n terms of explicit costs.

e. Allocation of fixed capital formaticn

83. The majority of the Expert Group re-affirmed the proposal in document
E/CN;§/556 that fixed capatal formation be allocated teo the owner of the
fixed asseils rather than Tthe user in considering the suggestion of one of

the regional working groups that the alternative appreach should be adopted.
The treatment in the document avoids the practical difficulties involved in
the alternstive approach and alse -yieids data whaich are of value for econcmic
analysis. The main requirements for data on fixed assets classified
according tec the user relate to the stocks of these goods. Ib x8 contemplated
that data on the one-dimentional concept of the stocks of fixed capital
clageified according to user, will be included in the propogals in respect

of balance-sheet statistics.

. Begregation of transactions in bunldings and laad

8. In view of the statistical difficulties that are often encountered

in geparating transactions in structures and land into transactions in each,
the Experts explored ways 1in whichh These transactions might e dealt with as
a whole within the framework of the revised SMNA. A gatisfactory way of
bringing this about could not be found. Further, dealing with trensactions

in land snd buildings, in combinabion, could result in negative faixed capital
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formation in the case of agriculture in view of the sales of agricultural land
for purposes or urban or industrial development. The Group therefore decided
that the approach taken to these transactions in E/CN°3/356 should remain uh-
changed. The Bxperts rscognized that in practice it may not always be possible
to estimate the transactions separately.

g. Clagsifications of stocks and fixed assets by type

85. The Group discussed certain suggestions for modifying Table 2, on the
classification of stocks:; and decided that these alterations should not be made
since they would attehuate the values of the clagsification for purposes of
sconomic ghalysis. In the case of Table 3, on the classification of fixed
asgets by bype, 1t was thought that outlays on major rvepairs and alterations
should te distinguished at the second level of classification in the case

of categories 1, 2, 3 and 5.

. Exports and Imports of Goods and Services

86. 1In considering the definitions and classifications of exports and

and imports of goods and services in document E/CN.3/356, the Expert Group
amphasized the objective of attaining consistency between balance of payments
and external trades statistics, on the one hand, and naticnal accounting data
which fit into the new system and gatisfy analytical and practical reguirements,
on the other. The Experts focussed thelr discussion on the poinfs of difference

between the present Balance-of-Paymenis Manhual and the proposed revised SMA.

These questions are being studred as part of the review and revigion of the
Balance~of-Payments Mapual, as well as of the SNA.
87. The Experts reached the following conclusions in respect of significant
points of divergence between the present Balance-of-Payments Manual
and document L/CN.3/356.
(i) The classification in E/CN}§/556 of holdings of non-industrial
gold as financial assets, whether or not owned by the moneliary
system, should be retained. Tndividuals, etc. who own gold hars,

bullion or coing 1n fact consider these items to be financial
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(i1)

(iii)

asgets, and it would not be appropriate to treab these assets

as non-reproducible asggets. Further, as a consequence, the
statistics of exports and imports of goods and services are free
of the distortion which would be introduced if transacticns in
non-industrial gold were included.

Goods exported and imported focr contract processing, i.e. on
behalf of the owner in the country of export, should enter into
the exports and imports of merchandise of the countries involved
at full value at the time of export and import for processing
and export and import after processing. This 1s how the goods in
question are dealt with in external trade statistics. It was

noted that provigion is made in the Balance-of-Payments Manusl

for a nominal change of ownershap in these circumsiances.

The bunkering and provisioning of ships, aircraft, etc. should
be included in exports and imports of merchandise. This approach
results in data on the exports and imports of ship and aircraflt
fuels and stores which are consistent with the classafication

of commodities in the reviged SNA. Including those items in

the export and import of transport service would distort the
usefulness of these data. It was noted that the statistics
reguired to include bunkering provigioning ln merchandise trade
are avallable in the case of a number of countries. Fuels are
shown separately, but stores are not unclasgsified according to
type. Repalr services, minor or major, in respect of non-resident
shiaps, aircraft, etc., should be retained in the category “other

commodities" of Table L4, Chapter VI of E/CN.3/356.

The gross margin realized by a merchnant in a given country on
goods purchased in a gecond country which he ghips to, and sells
in, a third country, should be included in exports of distributive-

trade gervices from the given country. The imports of the third
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country vould of course be egquivalent to the gum of the value of
the export of the goods Irom the second country and the gross
margin. The trestment proposed in document E/CN.3/356 snould be

chanzed to that of the Balance-of-Payments Manual.

(v} Paymsnt of rental for the use of film strips and tapes ghould

be classed ag exports and imports of services.

(vi) Divect purchases in a foreign country made by a given government
for use by The embassies, military, etc. of the goverament in
another Fforeign country, shouldbe classed as imports of the
cabegory "direct purchases abroad, general government". Data on
these imports are not included i1n externsl trade stab istics, and
thig classification is consistent with the structure of the new

SHA .
(vii) A separate category should be egtablished in the clasgification

of dmports and exports Tor recording transactions in goods
which have not yet crosgsed the customs or {res-zone boundaries of
a given country in cases where the chenge of ownership principle
is uged in recording transectiors in exports and imports in the
national accounts.
88. The Experts algo discussed the concept of general trade vhich is proposed
in the SNA. It was noted that this concept does not include gonds in trangit
through, or trans-ghipped at the ports of, & country. Goocds might be
gtored in free-zZone area for long periods of time for purposes of trans-
shipment. Goods enteraing and leaving the free-zone area of a given country
are to be included in the wmporis and re-exports of the country only 1f the
goods have heen procegsed, repackaged, etc., ov have been purchased and sgold
by residents of the coustry. The Group requested that the definition of
general trade be elaboruled to make this cleor. It wasg considered thst

definition was also reuw rad of vesluation oi exports f.o.b. and imports c.a.f.
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VITET. TRANSACTIONS OF THE INCOME AND OUTLAY AND CAPITAT
FINANCE ACCOUNTS (CHAPTER VII,E/CN.3/356)

A. The Classes of Transactions

89. The Expert Group agreed that the scope of indirect taxes and subsidies
should be extended to include indirect taxes levied and subsidies granted by
internationzl organisaticns. These transactions are to be routed from or to
the producticon accounts of resident producers darectly to or from, respectively,
the current account of the rest of the world.

B. The Components of Valus Added

a. Compensation of Employees

G0. The Group considered the scope and sub-divisicn of compensation of
employees proposed in E/CN.3/356.

91. The Experts agreed with the proposal made by one of the regional working
groups that family allowances and other benefits similar to social security
benefits which are paid dlrectly by employers, should be included in employers'
contribution to private pension, health, etc. schemes, instead of in wages

and salaries. Thig would improve the international comparability of the

flow "wages and salaries" and the analytical value of the categoeries of
compensation of employees.

92. The Group considered the treatment of employers' contribubtions to sceial
security in cases when There is no clear link hetween these payvments and

the gocial gecurity benefits accruing tc the employees at a later date.

In cne view, in these circumstances, the social security contributions of
employers are more akin to indirect taxes in respect of the employment (use)

of labour than to the components of compensation of employees. After an
exchange of views, the Ixperts agreed that all social security conbributions

by employers should continue to be included 1n compensation of employees and

be routed fto general government through the household income and outlsy account.
This treatment facilitates international comparability and avoids any difference

in treztment between the sociagl security contributions paid by employers and
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those paid by employees. It was also noted that compensation of employees is
to be divided into three categories, "wages and salaries”, "employers'
contributions o social security schemes” and "employers® contributions to
private pension, health, workers' compensation, other insurance and similar
schemes". This permits re-arrangements of the data by countries which desare
to do go.
b. Consumption of fixed capital
95. The fxpert Group considered the treatment of accidental damage To capital
agssets not made good by repairs. It was agreed that the treatment proposed
in E/CN.3/356, which includes the value of actual accidental damage in fixed
capital consumption, ig not satisfactory becauge it will result in marked
fluectuations in this flow.
gli. It was suggested that instead, accidental damage should be treated zs
capital losses and be accounted for in the revaluation accounts of the
system. The treatment of azccidental losses as capifal losses would imply,
if no other changes were made in the system, that the amount of these losses
would no be reflected in saving. The resulting distortion in saving could be
counterbalanced if the claimg paid by casualty insurance companies 1n
connection with accidental damage to Tixed assets are recorded on their
income and outlay account, while the receipts of these payments by the
insured enterprises are recorded on their capital finance accounts.
95. Another method of dealing with accidental damage 1s to include in faxed
capital consumption an allowance for accidental damage, not when actual

Net premiums paid for ingurance againsgt accidental damage may be
damage cecurs, but in terms of the normal rate of accidental damage,z/ 0
taken as a measure of the latter. Net premiums pald and received would
continue to be recorded on the income and cutlay accounts of the ansured
enterprises and the cgsualty insurance companles, as ih document E/CN.5/556,
96. The Group of FExperts considered that the second approach gives the most
aatisfactory results. It is not necesgary to distin_uish between various

forms of casualty insurance. The level of net value added and the distribution
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0f saving 1s not distorted; and the appropriate links between the capaital
finance accounts and the balance sheet accounts of the system are maintained.
It was therefore agreed that the proposal in document E/CN,3/556 concerning
the value of accidental damages which is to be included in fixed capital
consumption, should be altered to "the value of the normal rate of accidental
damage™. The amount might be evaluated in terms of net premiums in respect
of appropriate type of casualty insurance.

c. Indirect taxes and subsidies

97. It was proposed in some national comments that the treatment of motor
vehicle duties paid by households should be reconsidered. The Expert Group
noted that the treatment adopted in E/CN.3/356 has received the support of
the large majority of participants in the regional meetings, and decided
1hat this recommendation should remain unchanged.

G3. The Expert Group reduested that the text relating to subsidies paid

to public corporstiong be clarified to indicate that sll current transfers

to public corporations, irvespective of whether they are made to maintain the
price level or for other purposes, are to he Treated as subsidies,

9. The proposal was made that the terms "taxes on production and expenditure®,

"and "taxes on wealth” should be substituted for indirvect

Ytaxes on income’
taxes, direct taxes and capltal transfers, respectively. The Expert Group

did not accept thig proposzl, because it felt that short terms, which are
delfaned in detairl in the Text of the system, are to be prelerred to longer
terms, which ne - ertheless cannot adesguately degscribe the content of the
concepts 1n question.

. Entrepreneurial Incoms

100. The Experts agreed that the proposal in document E/CN03/356 concerning
the treatment of the retained net income of quasi-corporate units as the
gavilg . these units, should remain unchanged. This is consistent with

the rat.onale of the concept of guasi-corporations and with the transactions
which actually take place. 10 was considered that the retalned ael income of

foreign subsgidiaries and branches should be dealt waith in the same fashion
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as the retained net income of domestic corporations and quasi-corporations

though the Balance-otf-Payments Manual recommends that the net retained income

of foreign subsidiaries and branches should be transferred to the parent
company. The Group recogniged the value of data on direct investment; and
agreed that the memorandum item to standard table 26 of the system, on the
saving of the units 1n guestion, is a sultable way of setting out this
information. The memorandum iltem would alsc provide data for purposes of
reconciliation with balance-of-payments statistics.

D. Property Income

101. The Group of Experts nored that a minority of the Turcpean Vorking Group
had suggested that royalties in respect of the lacensing of patents and similor
right.s, should be trested as a payment for a gervice on the aroduction
account, rather than ss a payment for the use of property as proposed in
E/CNU5/556, The Experts concurred with the views expressed by the majority

of the Fvropean Working Group thaet the treatment adopted in E/CN;5/556 should
be retained.

E. Casualty Tnsurance

102. The Bxpert Group concuired in the view of the Buropean Working Group
that, in prainciple, in recording transactions in respect of casualty insurance,
account should be taken of the reserves {liabilities) of cesualty insurance
companies relating to prepaymente of premiums and claims not yet paid. The
Experts agreed that this ideal approach should be menticned in the reviged
SHA, but thet, in view of the lack of expericnce with 1f, the 1deal method

of recording bransactions in respect of cagualty Insurance should not

be generally recommended.

F. Unrequited Current snd Capital Transfers

103. The Bapert Group agreed that congiderations of practicsbrlitcy called for
treating taxes on capital gains as faxes on income, asg proposed in E/CN.3/356,

not as capital traneglers, as suggested in the comments of some natichal
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statistical offices. It was also noted that in the view of a minority of

the Europesn Working Group, onily unrequited transfers which are capibal

in character from the poant of view of both parties to a transaction

should Te classed as capltal transfers. The majority of the Experts agreed
with the view of the majority of the Furopean Group that the definition of
capital transfers set out in document E/CN.3/356 should be masintained. In

thisg definition unreguited trawusfers which are capatal in character from the
point of wview of one party, as well as both parties, to a transaction

are considered to be capital transfers.

104. Tt was suggested that the first level of the classification of unreguited
transfers should not be on a strictly from-whom or to-whom basig. Tt would

e desirable to include under the same heading, actual transactions and imputed
flows of a similar character, in particular thosge which relate to social
gecurity conftribusiong. The Secretariat was vequested to re-examine the scheme
of classification 1a order to determine whether the analytical values of
certain categories would not be significantly enhanced 1f the categories were
delineated using a combination of institutional and functional criteria.

The Group also agreed that item 6.2 of the classification should be

split into “taxes on income"™ and "other direct taxes”. A proposal to combine
6.3 {compulsory fees, {ines and penalties) with 6.6 (current transfers by
households n.e.c.) was not retained.

G. Transactions in Non-reproducible Agsets

105%. It was noted that at the Buropean UWorking Group, several suggestions

had been made for changes in the treatment of art objects, aniiques and similar
non-reproducible asscels. The Experts concurred in the view expressed by the
majority of the Europeanh Group that the treatment adopted in E/CNq5/356

fits best anto the structure of the system, and should therefore be retained.
H. Transactions in Financial Claims

106, Tn the 1ight of comments of the of the Furopean Working Group, the

Bxperts agreed on the following modificataons in the classification of
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financial claims.
i. The categories "currency and transferable deposits” (8.2 and 9.2) and
"other deposits” (8.3 and 9.3) should be split into deposits

in natiocnal currency and deposits in foreign currency.

1i. Tn the second line of the definition of currency and transferable
deposite (8.2 and 9.2} Yor™ should be replaced by "and’.

i1i. In the definition of "trsde credits and advances™ (8.11 and ©.11),
reference should be made to the usefviness of a sub-division into
short-term and long-term, 50 asg to permit the delineation of all

forms of gshort-term and long-term financial claims

1v. A geparate cabegovy should be established for the types of
accounts recervable and payable now included in category 8,12 and
9.12 of the clagsification. Category 8.12 and 9.12 should be
limited to differences in the taime of rvecording payments and receipts
and statistlical digcrepabncies ia the clsssgified data on financial
claims. In principle, these differences should be classiflied to
the appropriate preceding headings of the classificebtion.
Countries which sre not able to do so should, if possible, 1ndicate
the character of the differences and discrepancies remaining in

category 8.12 snd 9.12.

T¥. STANDARD ACCOUNTS AND TABLES {CHAPTER VIIIJE/CN,5/556}
107 . The Expert Group discvssed certain genersl cuesticns in respect of
the standard accounts and bables, as well ag detailed changes in the accounts
and tables proposed by Lhe regionsl workang groups and in the cowments of
netronal statiatical offices.
A, General Aspects
z. Purpoge 0f the tables

108. It was noted that the =tendard tables a.c pramarily designed to
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furnish guidance in respect of the data of the system which are of particular
interest for compalation and public ation. The tables are not intended to
indicate the exact manner in which the series of data to be igsued or should
be arranged in tables. For the purposes of national and international
publication of the data, decisions in respect cf this question will need to
be made in the light of the medium, purposes and circumstances of publication.
The Experts considered that the discussion of this subject in SBection D of
Chapter VIIL, on the uses of the standard accounts and tables, ig to be
useful. Tt was suggested that paragravh T4 be mpdified to omit the reference
to eliminating the distinction between industries, the services of general
government, etc. as a means of abbreviating Tables 1, T, ¢, 10 or 16.

b. Quarterly serieg of data

109. The Experts discussed the national accoupnting series which the final
document on Lhe revised SNA might indicate should be considered for the
compilation ol gusrterly data. The consolidated accounts of the nation, the
Olass I Accounts, were thought fo furnish a suitable basls for compiling
guarteriy data at current and constant prices. All enftries in the Class T
Accounts are appronriate for purpeses of the current price sgeries; the
entries in the Class 1 Account 1 i1n respect of theo gourceg of expenditure

on goods and servaces gre of particular anlerest in the case of the
constent-price serics. It was consziderved that for purposes of studying the
ghort-term economic situation and constructing short-term forecastaing models,
certain aspects of the Class T Accounts should in addition be related as

in some of the supporting tables of the system., but in less detail.

Exactly whach items in these accounts should be further classified and in
what respect and detail should reflect the characteristics of a country’s
economy, €.g£.. the dominant factors in short-term economic instability, aand
the kind of policy instruments ccntempleied for dealing with short-term

preolems. Where the series are gubject to marked seasonal wvariation, 1t
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would be desirable to present them in adjusted ag well as unadjusted form.

110. The Experts believed that the series set out in the tables of the

system which might be considered for the guarterly compilation of data are

as follows.

1.

ii.

iv.

The grosg domestic product, at markel prices and at factor incomes,
classified according to kind of economic activity. While the
condensed list of categories in the scheme of classification may be
appropriate 1n the case of manufacturing, the number of categories
should be considerably reduced in the case of services. Constant-
price series should alsc be considered in raspect of the gross

domestic product at market prices.

The final congsumpticon expenditure of households an the domestic

market, by object,at current and constant prices. It may be suitable
to use the condenged list of categoriss in the object c¢lassification set

out in supporting table 6, addirg categories frcm the detailed iist for
important durable goods, e.g., furniture, fixtures, carpets (4.1),
large household appliances (4.3), motor cars, ete. (6.1), and

combining categories 5, 7 snd 8.

Gross fixed capital Toxmation clagsifisd asccording to kind of
economic activity in the same fashion as the gross domestic product
above, and perhesps by tyve of capital goods, at current prices and
at constant prices. Increases in stecks classified according to
type as 1ln sgupporting table 7, at current prices and at consbant

prices.

Income and outlay and capital transacticns of central government and

social security funds, as in supporting table 21.

- Income and outlay and capital transacticns of all households, as in

supporting table 23.
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vi. Pinancial transactions of the monetary system, consolidated as in

supporting table 25.

vii. External transactions, as in supporting table 26.
c. Addation to, and elimination of, tables
111. It was suggested that it would be useful fo add a supporting table,
1n the form of a balanced statement, to the Consolidated Accounts of
the Nation. The table would present g moderate disaggregation of the Jlass T
Accounts. It was agreed that for purposes of annual compilation, if Tables
2 and 11 can not be prepared, simplified standard tablesg, in current and in
constant prices, should be added in respect of the supply and disposition
of commodities. The Experts did not accept a proposal in the comments of
g nationgl gtatistical office that a supplementary table should be added
to Table T which would exhibit a cross-classification of gross fixed capital
formation according to the fype of asset and the kind of economic gctivity
of the purchaser for industries, the services of general government, stc..
Such & supplementary table was considered to be of gpecial interest only.
112. The question of the relation of table 25 snd of part b of table 24 to
the rest of the system was discusged. Financlal transactions in the system
are recorded on an institutional basis with the intention of furnisghing
sufficilently detalled clasgsaifications of transactions and instruments so
that funhctional reclassifications may be made or analytical purpcses. The
main scheme of classification, however, does not provide for the separation
of the financial Transactions of the government, the central bank and
other money-creating banks between transacticons which make up changes in
a country’s international regerves and other international transactions.
Hence the scheme of classification does not readily yield very important
elements for purposes of balance-of-paymenhts analysls or complling a
consolidated account of the monetary system as defined in the publications

of the International Monetary Fund. Part b of table 2L rearranges the



E/CN.3/357
English
Page L7

financial transactions of the sectors to provide a measure of anternational
reserves and table 25 shows how, with these reclassgifications, a consclidated
zccount of the monetary system can be gssembled.
115. The Group felf that these fables are useful additions to the system,
but emphasized that the finel document on the reviged system should make
it clear that the definations to be used for part b of table 24 and for table
25 are those set by the International Monetary Fund and that the internationsl
collection of thege data is the responsibility of the Fund.
B. Detailed Modaifications in the Accounts and Tableg
11k,  The Expert Group agreed to recommend the following changes in the
standard accounts.

i, Alter the title of Account 1 of the Congoladated Accounts for the

Nation to "Gross domestic product ahd expenditure” and of Account 3

to "National dasposable income and 1ts appropriation”.

ii. Change the order of the items "Compensation of employees" and
"Operating surplus” in Account 3 of the Consclidated Accounts for

the Nation to be same as in Account 1.

iii. & more appropriate term should be sought for "Gross investment’,
the total on the left hand side of the upper part of the capital

frnance accounts.

iv. Divide the enhtry on Imports in the Class I Accounts for

commodities into ilmports c.i.f. and impert duties.

115. The Experts decided on the following detailed modifications in the
gupporting and supplementary tables.

i. Add a2 column for net value added in Table 1.
iz. Add columns to Table 4 so that data are included on the total goads
total goods and
and/services acquired by general government. The notes to the table

should also indicate the usefulness of sub-dividing The table



E/CN.3/357
Englich
Page L3

according to the sub-gectors of general government.
izi. Add columns in Table 10 for average number of amployees and average

number of persons engaged.

1v. Delineate an item an Table 17 in respect of the negative operating
surplus arising from the imputed bank service charges; and eliminate
columns 8 and 9 from this table. Discuss in the notes to Table 17
the usefulness of data cross-classified according to the kind of
economic sctivity of the establishments of ingbituvitional units and
the XKind of economic activity and sector of these unaits. The notes
should also indicate the relationship of these series of data to the

geries ghowun in Table 17 and the matrix of the system.

v. Separate out subsidies from column 3 of Table 33.
vi. The changes to make in the classification of financial é&laims shown
in table 2 of Chapter VIT should be introduced into table 2L.
vii. Determine whether a counterpart item to the monebary functions of
the Treasury is Go be included on the asset !edde of table 25.
viii. Add entries to table 26 which give exports of merchandise free of
the Transport and insurance services furnighed by residents on
imports of goods, and total imports of transport and insursnce
Services,
C. Treatment of Stabistical Discrepancies
116. The Expert Group discugsed the treatment of statistical discrepancies
in the standard accounts and tables in connection with paragraph 14 of
the notes to the Class III Accounts. The paragraph indicates that 1t is
desirable to exhibit the difference betwsen independent estimates of net
lending compiled from the lower and upper halves of fthe capital finance
accounts. The Group agreed that the paragraph should be expanded to deal more
fully with the subject of statistical discrepancies. It should indicate that,

in principle, 1% 1s desarable to eliminate statistical discrepancies sltogether.
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However, not infreguently, it will be unavoidable to indicate the difference
between Lwo independent estimates of the same flow. The choice of the
proper position in which to show these statistical discrepancies should be
Jeft to countries. The appropriate place will, Tor example, depend on the
relative gualily of the basic statistical data used in each instance. In
the ease of difference belween net lending compubed from the upper panel
and lower panel of the capital finance account, 1t will often be necessary
to exhiblit the statistical discrepancy, probably as part of the entries
in the iower panel.

X. ADAPTATTON COF THE FULL SYSTEM TO THE DEVLIOPING COUNTRIES

{CHAPTER TX, R/CN.3/356)

117. The Expert Group noted that the wWorking groups in the developang
reglons had welcomed, and on the whole approved ol, the supplementary
classifications and accounts and tables set out In Chapter TX of E/CN/3/356.
Theze classifications, accounhts and tables had been devised in view of the
gpecisl circumstances and problems of the developing countries, cn the
request of a number of thesc countries. The regional working groups had also
conslderad it valuable to have the guzdance furnished in the chapter in
regpect of simplifications whach might be introduced in dealing with certain
flows of the full system, e.g. consumpticn of [ixed capitel, and the broad
order of priorities in develovang the full system of natlional accounts and
the co~ordinated basic stacisbics.
118. The Experts noted that the suggestions set out in the chapter,
in particular in respect of the accounts, arc intended to aindicate lines
of appreoach which countries might vge 1 they wish to collect and compile
the kaind of data delinested in the gecounts. The suggestions do not have the
same standing as lhe rest of the document. The suggestions are not internaticnal
guide-lines; and the Clags IV Accounts, 1in particular, desl with an aspsct
of national accounting which has not yet been the subject of international

discussions or of much national work. The Bxperts agreed that the text
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of the chapter should clearly indicate the purpose, character and standing
of the suggestions that are made. Orders of priority of compilation should
not be suggested in the case of the Class IV, V and VI Accounts. Inh view
of the purpose of the chapter, 1t should not deal with the detailed problems
and questions which arise in compiling the suggested accounts.

119. It was congidered that the text of the chapter should call attention
to the values of compiling data in respect of given Tlows clasgsified
gccording to area. Care should be taken in the text to avoid the use of
certain temms in describing the circumstances of the developing countries.
In the case of Table 25, on the supply and use of goods and serviceg, the
asgociated notes should indicate the usefulness, 2f feagible, of distinguish-
ing domestically and imported commodities in the series of dsta on the
various uses oF commodities.

XI. FUTURE WORK

120, As the last item on its agenda, the Group of Experts discussed the
future work which should be undertaken i1n nationzl accounting and related
fields. The work can be daivided into three bread areas:
i. DPreparing and publishing the final document on the reviged SNA
adopted by the Statisticel Commissicn and developing guestionnailres

for internationzsl reporting in respect of the new system;

ii. Developing internationsl guide-lines in respect of balance-sheet
data and complementary systems of statistice to tihe national accounis;
and
1ii. DPreparing fechnical manusls in respect of varicus aspects of the
gyatem.
121. The Group emphasized the importance of issuing the document on the
new SNA in printed form, in English, French, Spanish and Russian, as soon

a8 possible after the new system has the approval of the Statistical Commisesion.



B/CN,3 /557
Engiish
Page 51

The Experts emphasized the importance of having sound translations of the
document into Freach, Spanish and Rissian. These translaticns must reflect
the terminology adopted by national accounting statisticians for
eguivalent concepts, definmitions, etc.. It was thought that the work on
national accounting terminology in English, French and Russian which
is being carried on under the guspicesz of the Conference of Buropean
Statisticiang, should e of assistance in this respect. It will also be
invalusble to obtain the asgsistence of the nationsl statistical authorities
in French-, Spanish- and Russian-speaking countries in reviewing the
draft translaticng of the document.
122. The Exper®t Group was informed that tentative plans has been formulated
to draft questionnaires in 1968 for the international reporting of data
based on the revised SWA. The draft questionnaire ls to be prepared by
the Statistical Office of the United Nations in co-operation with interested
international organisstions; and 1s to be the subject of consultations with
national statistical authorities during the latter haf of 1968. The
Experts agreed that i1t would be desirable to begin using the new
questionnaire in respect of the year 1968, provided the questionnaire d1d
not caill for many new series of data as compared to the questionpaire
baged on the present SMA. It was noted that 1t may take a few years before
countries are in a position to report complete and comparable data in the
new guesticnnaire.
125. The [Experts considered that it would be valuable to countries,
and appropriate, to develop international guide-lines during the next five
years in respect of the following subjects.

3. The detailed concepts and definitions and the gtandard accounts and

tableg for the balance sheet accounts of the reviged SNA and for

the ope-dimens_nual concepht of stocks of fixed assets.
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1il. Systems of general-purpose gtatlisbics of prices and quantities
which fit into the framework of the national accounts and
halances.

iii. Svatistics on research and development expenditure which fit into

the gystems of national accounts.

iv. A system of statistics of the distribution of income and wealth
which is complementary to the gystemg of national accounts and

balances.

V. An inbegrated system of man-power, demographic and soccial
statistics which is correlated with the systems of natiocnal

ageeounts and balances.

124. A number of Experts thought that among the topics listed above, work
on statistics of the distribution of income and wealth should have 2
relatively high priority. A number of couniries are engaged in improving
and developing these seriles of data, and adeguate national experience for
purpeses of proceeding with the formulation of international guide-lines
ig available. Other Experts felt that a high order of priocrity should

be assigned to definiticns and standard accounts and tables in respect of
talance-gheet statistics so that the international guide-lines in respect
of the new SNA will be completed. The (roup consgidered that sufficrent
national experience was not available to engage in the development of
international suggesticns concerning regional accounting.

125. The Experts agreed that manuals on the following subjects would

he of material assistance to the developing countries:

i. The basic statistics required for purposes of compiling the new

system and apprcaches to, and methods and technigues of, estimation.
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ii. The concepts and basic data reduired for, and the methods
and techniques of estimating, national accounting data in
congtant prices.
It was noted that the working groups of developing regions had reguested

that a high order of priority be given to preparing these manuals.
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Classificaticn of Enterprise-Type Statistical

Units According to Xind of Economic Activaity

Categories

Agriculture, forestry and flishing

Manufacture of food, beverages and
tobacco

Manufacture of textiles, wearing apparel
leather and leather products

Manufacture of wood and wood products

Manufacture of paper and paper products
and printing and publishing

Coal, petroleum and chemical minerals
and products and rubber and plastic
products

Non-metallic minerals and products,
except petroleum and coal

Metal minerals and products, machinery
and equipment

Other manufacturing industries

Electricity, gas and steam and vater
supply

Construction

Wholegale and retail twade, storage and
restaurants and hotels

Transport and communication

Banks, other financial institutiocons and
insurance

Relation to List of Table 2,
Chapter V, E/CN.3/356

Combination of categories
1, 2 and 3
Category L

Category 5

Category 6
Category 7

Category 8

Category 9
Categery 10

Category 11
Category 12

Category 13
Categories 1k and 15

Category 16

Category 17 excluding such
activitics as currency
exchanges and clearing house
gsgociations; security and
comuodity brokers and dealers
nnt performing depository

or tinepncing functions,
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Catepgories

Other services

Relation to List of Table 2,
Chapter V, B/CN.3/556

security exchanges and exchange
clearing houses, investment
counsellors and security-
holder protective organizations,
bullion exchanges and patent
buying and licensihg; insurashce
agents and brokers, insurance
consultants and service

bureaus, and adjusting
agenclies.

Activities excluded from
category 17 above and
categories 18 through 23.



