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I. INTRODUCTION

1.  This paper presents a final'draft of the international guidelines.in re-
spect of a-system of statistics on the distribution of income, Consumgtlon and
accuzulation of households that was proposed in document E/CN.3/400. It
represents an extension as well as a revision of the draﬁ international guide-
lines given in document E/CN.}/’-}OO. Sections have been addéql on sources and
zethods of compiling the statistics and on the order of priority in which the
proposed standard tables of the system might be preplared. The definitions of
the items of data of the system have been detailed in order to distinguish
clearly, where necessary, between data that might be compiled at summary (@r_b)
levels of tabulations only and deta that may be compiled at detailed (micro)
levels as well. As the proposed system of income distribution and related
statistics is ct'mplementary to the System of National Accounts (SNA) and the -
System of Material Product Balances (MPS), ,__;:are has ble_enj,takezi to dglineate
more precisely than in document E/CN.3/LOO how the items of the system fit in
vith the data of the national accounts and balances,2

2. The revisjors end extensions of document E/CN.3/400 that are made in this
paper are based on the comments gathered on document E/CN.3/400 and the re-
search carried on into national practices in respect of income distribution and

1/ A Draft Complementa System of Statistics on the Distribution of Income and

Wes1th, E/CN. : strd
l::lign._s CN.3/400, 19 Statistical Commission, sixteenth -

2/ lsJ::t:d ) ‘::em of National Accounts, Studies in Methods, Series F, No. 2, Rev.}
ions, New York 1 > end Basic Principles of the System of Bal-

ances of the National Ee
et onss e yegonal & onony, Studies in Methods, Series F, No. 17, United
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and related statistiés. Document E/CN.3/400 was considered by the vorking
groups of the Conference of European Statisticians and of national statistical
authorities of the ECIA region, by the first session of the Expert Group on
income distribution and related statistics and by the si:.teenth session Aof' the
Statistical.Commission.y It was also circulated to all national statistical

1]

offices for comment.

3, This paper is organized along the following lines. Discussed first are
purposes for which, and the character of, the gtatistics that are required
netionally and internationally. -Next,sections follow on the objectives and
nature of the draft international guidelines, on the scope and broad priorities

_ of‘ the complementary system, and on its structure and relationship to the nation-
al accounts and balances. Dealt with after that are the definitions and classi-
fications of the statistical units to be used in the system and of the items of
data in respect of inconme, consumption and accumulation. The last sections of
the paper concern the proposed standard tables of the system and the order of

priority in which the tables might be prepared,

II. PURPOSES AND NATURE OF THE STATISTICS
A. The major requirements

b, Countries have to an increasing extent in recent years compiled statistics
of the distribution of incomes, consumption and accumulation of households for
Purposes of dealing with a wide range of inter-connected economic and social
Questions, Traditionally, the focus of attention in gathering these date has
b4 g:;agz‘e:rtcgf the Fifth Session, Working Group on National Accounts and

s nference of European Statistici_ans, Conf.Eur.Stats/WG.Qe,

of .Iiiarch 1970; Report of the Workin Group on Statistics of the Distribution
. come, Consumption and Wealth, ST/ECIA/Conf.k2/L.6, Economic Commission

w

i?itfizlanmerIC§s Report of the First Session of the Expert Group on Sta-
WM\M&L—M: E/CN.3/415,
Statist 910, St?'tlstical Commission, sixteenth session; Report of the
===2ical Commission, Sixteenth Session.
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been on the outlays of households on consumption for purposes of studies of

farily 1iving conditions and for purposes of éomp.i_li'ng weighting diagra/mmes for
index nuzbers of consumer prices. More recently, intgrest has cleveloped...in
statistics of income, saving and wealth of households, in addition to data on
their consuzption, not only ior purposes of aaalysing tic distribution of well.
being emong them but also for purposes of dealing with such questions as the
derands for goods and services, the sources of finance of capital formation,
the impact of taxes and the factors in inflation. As a result, an increasing
number of countries are enlarging the range of households covered in,.and ex-
panding the items included in, the data that they comp'ile'.- A vfew countries
have carried these efforts to the point where the data of their studies of dis-
tribution are made to add up to the corresponding data of their nationsl
accounts. This work has been greatly facilitated by the building of co-ordinated
and even integrated, systems of inquiries into the various aspects of household
income, consumption and accumulation, by the development of efficient techniques
for ratching and combining data from various sources aﬁd by the installation ‘of
electronic. computers.

5. Income distribution and related statistics are needed primarily for pur-
poses of dealing with two broad categories of questions: (-i) the welfare of
the population and (ii) incomes and fiscal policies, programmes for development
and other global economic issues. These two uses are inter-connected as the

econonir measures obviously affect the state of welfare of the population.

6. In order to serve these purposer, data are needed in respect of each
cajor step in the formation and disposition of income and in respect of each
forn of wealth (accumulation) that are classified according to the socio-

econoaic characteristics of households and individuals.
thre gage

These data relate to

flows and stocks as do the national Accounts and bé.lances but the re-

Guired classifications of the data are, on the whole, too detailed to be in-

Cluded as an integral part of the SMA or MPS. " Nevert
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oses of practical use in gathering the micro data of the distribution
for purp

of income, consunption &
istics with the national accounting data so as to supplement the latter.
sta

nd accumulation, it is advantageous to co-ordinate these

1. Welfare of tine population

rraditionally the most ccmmon questions dealt with in income distribution

T .
and related statistics have been the character, adequacy and determinants of

the distribution of well-being among the population.

8. Incomes
8. - Of interest for these studies are the size, types and adequacy of the

incomes which various groups of the population receive from participating in
production and from property and the extent to which and manner in which the
distribution of these incomes is improved by redistribution through taxation

and other means. The earnings of employees and owners of unincorporated busi-
nesses from their participation in production, named primary incomes here,
basically define the level of living that most of the population can afford. In
the case of some households ard individuals, however, incomes from property also
pliy an important role. The sum of primary inccre and property inccme, that

is distributed factor income, therefore is a key income esggregate in statistics
of income distribution. The incomes that are in fact available to househol\ds

f- (] »
or use in consumption and saving of course reflect- the effects of the redis-
tribution of incomes.

b Consumptic

% 1 :

" 1' horder to assess the actual level of living of various groups of the
Ulati

the 'on, data are wanted on their level and pattern of consumption and ¢
ways in

ings, €°VernZ:i:h this consumption is financed, for example income from earn-
For this Purpose m:netary transfers,drawing from past savings, incurring debt.

» data on the outlays made on various kinds of goods and ser-
tant as the aggregate of personal consumption. Because the

that governments furnish to the population free of charge

VICBS are as 1mp0r

Services and goods
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are often important in the case of certain elements of the level of living, {4 ‘
{s valuable to bave date on the total consumption ' |
population, that is the sum of the values of their receipts of these items ang ‘
, 4 1
. \
|

of their personal consumption.

tion of various groups of the

:

¢. Accumulation and wealth
ed on the saving and wealth of various classes of houge.

10. Data are also need
holds for purposes of assessing their state of well-being. Saving and financia)

vealth contribute to feelings of security; wealth in the form of durable con-

gucer goods furnishes a flow of services.

2. Global economic questions

11. Data on the magnitude and sources of incomes, expenditure and saving of
various groups of the population are also required in de\rising'measures to

attain steady economic growth and to avoid inflation.

a. Incomes

12.. Statistics of the employee compensation and entrepreneurial incomes are
required in investigating cost-push inflation and formulating incomespolicies,
vhere necessary. They also enter into assessing the. ffects of incomes poli-
cies and of the expansion of domestic production on the well-being of various
groups of the population. Data on the distribution and make-up (tha.t.‘is ‘the
primary and property incomes) of distributed factor incomes are required in
establishing policies and regulations in reSpeét of taxes and estimating tex
receipts. For these purposes it may elso be useful to have statistics of the
total receipts of households on current acéount, here named current receipts.
Figures of the available income of various kinds of households are needed in

investigating demand-pull inflation and taking the suitable fiscal and {ncomes
policy reasures. _

b. Consumption and accumulation

13. Data on the way .
eratlabe 1 0 the way in which various groups of the population divide up their
. A
aila comes into personal consumption angd saving are also of interest 1

’
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evaluating demand-pull inflation. Further these figures are important in pro-
moting and planning economic growth. Estimates are wanted for this :purpose in
respect of the level and pattern of household demands for goods and services . ,
gnd in respect of the amounts of house! >ld saving for cap .tal formation as their
incomes increase. In the case of owners of unincorporated enterprises, statis-
tics are also required in respect of their gross capival formation in their ‘
businesses. This may use up the bulk of their saving. The wealth that various
kinds of households hold in the form of durable goods and in the form of finan-
cial assets is also a factor in determining their demands for consumers goods

and services.

B. Periodicity of the requirements

14, For purposes of periodic comprehensive evaluations of levels of living

and periodic drawing of detailed plans for steady economic growth, countries
require data that furnish as detailed a picture as is possible of all aspects

of the distribution and redistribution of incomes to households and their pat-
terns of consumption and savings. These statistics not only should be compre-
hensive in scope but also should be classified in considerable detail according .
to the characteristics of households and individuals. In order to obtain compre-
hensive statistics of this type, countries have undertaken special surveys at
intei'vals of three to five years. It is usually not feagible to undertake such

anbitious inquiries at more frequent intervals of time.

15. TFor purpooes of current assessmencs of the living conditions and the
effects of economic and social policies, the primary interest is in rapid and
frequent indicators of the main aspects of the distribution of household in-
comes and consumption. These data are usually obtained from annual or even
quarterly or monthly surveys. They mainly relate to aggregates in respect of
incomes from production and property, selected transfer payments and consump-
tion, that is the central portion of the mformat:.on, that is sought in compre-
hensive. inquiries. These data need to be classified according to the
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haracteristics of households and individuals in far less detail than in tne
character

case of the less frequent inquiries.
seholds only that {s drawn from & special
in order to supply the Jata that are most useful for studies of

on, - the inquiries should

The current surveys often cover a sSmall

oo section of the popula-
sacple o u

tion. However,
changes in the distribution of incomes and’ consumptl

cover a representative sample of as much of the population as is feasible.

I1I. OBJECTIVES AND CHARACTER 'OF THE INTERNATIONAL GUIDELINES
A. Objectives of the guidelines

16. The primary purpose of the interna.fional, guidelines in respect of statis.
tics of the distridbution of the income, expenditum and accumulation of house-
holds is to delineate a coherent and articulate system of these data which will
be of assistance to countries in organizing and systematically devéloping the

data in the light of their own needs and circumstances.

17. The system should be evolved in co-ordination with the work on national
accounting and on a system of field surveys and data from the administfation of
selected government programmes, for example income taxes and social security.
The statistics on the distribution of income, consumption and accumulation -
largely represent a disaggregation and detailing of the accounts -and tables of
the national acconnts and balances relating to households. The recently révise&
and extended national accounts and balances should therefore furnish a frame-
work with which the more aggregative (macro) statistics of the system hay be

aligned and to vhich the more detailed (micro) data of the system may be linked.

13.
The availability of guidelines should help foster the eventual supply of
data on the distribution of income,

for studies of the socio-
the population in the cou
rational 8ccounting data

consumption and accumulation that are needed
economic conditions and:behaviour of various groups of
rse of economic growth: ang . -development. Except for

on income shares ang on the composition of household

corgurption and accumulation,

fraguentary data only are now available for these
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pos;es {fhe guidelines should also furnish the basis for the international
pur . .

eporting and publication of comparable data on the more general aspects of
r

{ncome distribution and related statistics when a number of countries have

evolved systems of these data.’

B. Character of the guidelines

19. Statistics of' thé distribution of income, consqmption and accumuletion
involve a substantial number of series and tabulations that differ greatly in

the enalytical uses to which they may be put and in degree of detail. It is

, not feasible to cover the special or more detailed aspects of these data in

the international guidelines. The guidelines focus on the aspects of the system
thet are central to the character and the major uses of income distribution and
related statistics that delineate the links between these data and the national
accounts and balances. These aspects concern the structure, concepts, basic ‘
items and definitions, and main classifications and tabulations of the system.

The tabulations of data that are included are those that are fundamental to the
major uses of income distribution and related statistics and that are of con-
siderable interest internationally. It should be possible to attain a signifi--
cant degree of comparebility in respect of these ‘aspects of the system. This paper
also includes descriptions of ways of summarizing the data of the system that

are of interest for specialized purposes and of sources and methods of gather-
ing the data. While these materials should be of assistance to cbunﬁries, they
fre not intended ggs international guid.lines. '

0. The international guidelines of necessity indicate long-range goals for

“}e "ok on statistics of the distribution of income, consumption end eccumula-
Hon. It will take most countries a long time to achieve the comprehensive
data that ig included in the proposed full system. Suggestions in re-
:i:::s:c:he broad order of priorities in which countries might develop the
of the system are therefore included in the guidelines. The order

of r N
Prioritjeg has been formulated in the light of the urgency of the requirements

body of
i
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data and the difficulties of gathering the statistics. Countries wil]
a .

fcr the er these suggestlons in the 11ght of

of course find it pecessary to consid

their ovn requirements end statistical circumstances.

IV. SCOPE AND BRCAD PRIORITIES OF THE STATISTICS
A.- Scope

+1. Population
21. So as to yield complete data on the well-being of the populatiqn é.nd_ be
consistent with the national accounts and balances, the system of income dis-
tribution and related statistics should ideally relate to the entire resident
population of a country. Persons in institutions, such as orphanages, old-age
hoces, asylums and jails, should be covered thougﬁ it has been common practice
to oeit the 1nst1tutional-popula£ionAfrom inquiries into the distribution of
incomes and/or expenditures. In view of ‘their special conditions of living,
the socio-economic classification of the system includes a special category for
persons living in institutions. It should be feasible to compile estimates
every three or five years of the few aggregates of the system for which data
on the institutional population are wanted, for example their total distributed
factor and available incomes and personal and total consumption. As in nation-
8l accounting, the goods and services that the institutions supply to their -
inmates free of charge is to be treated‘.as the consumption of the institutions
themselves. These goods and services should however be included in the total
consuzption of the immates. It PI‘Obably would however be impracticable and

usele
83 to ' cover the institutional population in distributions of .incomes or

consumption according to size.

2. Receipts and outlays in kind

2. Not infr
equently, the income ang expenditure inquiries of develope 4

counlries are restricted to cash recei

pts and o .are
gathered through fielq surveys. utlays, even where the data

The reasons for this are the substantlal
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fficulties of gathering data on incomes and consumption in kind and the
jfficu ] o

d ption that the amounts in kind may be insignificgnt. Household income
assum f

and expeh
4 in kind and the associated pe-sonal consumption because of the impor-

diture inquiries in developing countries almost always cover incomes

receive
tance of these jitems in the countries concerned.
23, Because the system should be consistent with the national accounts and |
palences and because incomes in kind are significant in the case of many
countries, it is desirable that primary incomes should include receipts in

kind as well as in cash, Transfers of goods and services from and to the rest
of the world and, to some extent, between resident households should also be_
sccounted for in current redistributive transfers. Personal consumption should,
of coﬁrsé, include the corresponding flows in kind. However, household re-
celpts of current transfefs and personal consumption should not include the.
services and goods which general government and private non-profit institutions
furnish to houseilolds free of charge. These goods and services are to be

covered in the concepts of the total income and total consumption of the popu-
lation. |

3. Data in comparable prices

4o It is desirable to include data in constant prices for certain series of

the tomplementary system in respect of consumption and incomes.

8 Consumgtion

2?’ for purposes of comparing the levels of living of classes of the popula-
on during differing periods of time and projecting consumer demands, data in
“nstant prices are wanted in respect of the personal and total consumption of

Socfo. i

economic €roups of households classified according to the categories of
8%0ds anq Services.
Tespect op selécted c
Saption,

It is also valuable to compile constant-price data in
ommodities that enter into their personal and total con-
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oses of com- -
Data valued at comparable prices are also needed for purp :

. . ic ff s ’3 f

populations are the same as those used in compiling data for the same. popula-
tion at different points of time.

27. Experience has shown th.at in some countries the trends in prices do not
differ significantly in the case of households located in different areas or
belonging to different socio-economic groups. The compilation of price in-
dexes for the individual categories of households in these instances is largely
a matter of applying weights that are appropriate for each catégory. This does
not usually raise serious difficulties. In the case of other countries, how-
ever, there are significant differences in the trends of consumers' prices be-
tween groups of the population. In these instances it is necessary to gather
{nfornation on the specific prices that are paid by each group of the popula-

tion in order to estimate their personal and total consumption in comparable
constant prices.

b, Incomes

28.  For purposes of studies of the trends in the well-beinhg of various groups

of the population, it is valusble to measure changes in the purchasing power of
their available incore.

elasticity of the person:l vonsumption of various categories of goods and ser-

These data are also wanteg in measuring the income

vices. 1In compiling the constant-price series, use should be made of the bas-

kets of goods and services consumed by each group of the population during e

given period cof tire. This methog of course implj
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B. Broad priorities in evolving the system

1. Incomes end consumption

statistics of the distribution of incomes and consumption are of course
9.

centra.
4 have been the subject of most of the national work carried on in respect of
an

1 to the purposes for which the data of the complementary system are wanted;

e statistics of the system. The data that are needed for the purposes of mea-
suring primary and distributed factor incomes and personal consumption, have re-
ceived more attention than the additional figures of current transfers needed for
purposes of determining available incomes. However, the latter sz?ries are as
urgently required as the former in economic and welfare analyses. Furthermore,
though seeking these figures will add to the work of collecting data, they will
furnish the basis for cross-checking current receipts and current outlays. In
view of the requirements for, and the possibilities of collection of, the statis-
tics concerning the three forms of income and personal consumption, these series

should be assi'gnedv the highest order of priority in developing the system.

3. The highest order of priority should be assigned to the statistics in re-
spect of the current receipts and current outlays of the population living out-
side of institutions only. The few aggregates wanted in respect of these flows
in the case of the institutional population should be assigned a far lower order
of prierity. The demands for the information on the institutional population are

linited; ang the problem of gathering the data are substantial. In order to keep
down the difficulties and the burden of the work that is undertaken early in the
tevelopme

nt of statistics on incomes and personal consumption, it would also be

tdy . .
antageous to restrict the data sought to current receipts and current outlays
In cash, In fact

B¢ have relateq
T Uiniteq va)ye i

s hot infrequently, national inquiries into income and expend:i-
to monetary transactions only. However, this approach would be
n the case of countries where significant amounts of personal
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ced by income in kind. In order to keep the burden of

tion are fincn ‘
oy iries within practicable bounds, it may be

starting inconc and expenditure inqu

le to reduce the work of gethering items
ioria.l sigplifications in the ideal definition of the

of data that give rise to specia)
desiral

prcblexs by {rtroducing addit
ftezs from the zcint of view o7 anelyticul uses. For example, the item "eompenss.

ticn of employees” might be reduced to
' contributions to social security, private pension

"wages and salaries" in order to avoid

gatierirg figures or employers

stheres, healtn insurance and the like.

Or, an effort might not be made to esti.
5 in respect of the service charge.

pate the elecent of incurcnce premiva
31, Only & fou naticnul stotizticsl offices have had experience in compiling
¢1ta on the totzl consuapbicn urd total income of the population; this work also
{nvolves a rumber of concepiual cnd practical proolems. On the other hand, the
services and goods thet governm nts, privete non-profit institutions and enter-
yvises furnich to e po;-.-iion frée o: vhiorge make up a significant part of their
fin-1l consumption. ¥urtherrore, the proportion of the population's final consump-
tion that is accounted for by th2 frez items varies from one country to another.
Thasz, Inlernclionz2l comperisens of levels of living based on figures of personsl
cossumptien only are misleading. In view of these considerations, in buildings
eycten of jncoze distribution zné related statis tica, the compilation of date on
total conzuzpticn ord totsl ineone shovld ta nssigned a iower order of priority
than the collection of d2:2 on personal consumption and “inccmes but a higher order

cf pricyily : S - :
pricrily th.a the cazhering of ¢a531 on the capital trancactions of households.

2. Acer wiation

32.  Iete on fie cavital, iransactio
watted for o p1orkae (2 aucnan y
SEAT G porpeses. Thi cmount that they save during a year is 8

used:1l {ndicator of (i Lein
lheir well-leing end of the sources of finance of a nation's

cz7ital formation. The
bk . 2 1 o .
mount tnat per.:_ons in the lsbour force find it pecessary

a8 of various groups of the population 2re

tot
OrTow froz othars or withgrey Trem past sevd |
°% Dast saving in order to finance thelr
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onal consumption calls attention to significant deficiencies in their income.
pEI‘S

ta on saving or borrowing and the uses to which these sums are put, are of par-
Da

yicular interest in the case of owners of unincorporated businesses. On the

other hand, relatively few countries ha.e had experience in the direct collection
of data on the saving of households and on the net changes in their financial
assets and liabilities; and reliable data of this type are not easily gathered.
While almost all countries with centrally planned economies gather data on trans-
gctions in all financial claims directly from households, other countries have
done this in the case of certain financial claims, for example consumers® debt,
only. In view of the limited national experience in gathering statistics of sav-
ing, investment and borrowing from households and the difficulties encountered in
such inquiries, the series should, in general, be assigned a low order of priority
in developing the statistics of the complementary system. It is desirable that

s higher order of priority is assigned to data on the capital transactions of -
households which own unincorporated businesses and on the saving accounts and

consumers' debt of other households ‘than to data on the other types of capital
transactions.

$. While there is a need for data on the distribution of wealth among house-

- hlds - consumer’ durable goods,” financial claims and tangible capital assets -

~ these statistics should be given the lowest priority in work on the system. The

balance sheet ang revaluation accounts of the SNA are at present still in process

of being defined anq delineated. ' Also, though a number of countries gather' data

I:ch:z:zehqlds on selected items of weelth, _for example t!.e amount of outstand-
mer debt or the number of automobiles, radios and other consumer durables

Poss s s
, essed, Tew official efforts have been made to compile systematic figures on
the V&lue of 8.11 ite

the Statistiog of th
tludeq in the draft

ms of household wealth. Specific recommendations concerning
¢ distribution of household wealth are therefore not now in-
international guidelines. -
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y. STRUCTURE OF THE SYSTEM IN REIATION TO
THE NATIONAL ACCOUNTS AND BALANCES

A. Structure of the system

1. General

3% The structure of the system of statistics of the distribution of income,

consurpticn and accumulation is designed to portray each major step in the receipt
and use of incomes by households and to be consistent as far as is possible,
vith the accounts of the SNA and the balances of the MPS. The extent to which
it s recommended that the flows of each of these steps should be distinguished,
reflects the analytical requirements for, and the feasibilities of the collec.
tion of, the data. The structure of the system is set out in the form of.bal-
anced accounts in table 1 below. It should be emphasized that the system covers
all the capital transactions of individuals including those they carry on in

their capacity as owners of unincorporated entefprises.

2. The income and outlay

and capital finance accounts

35. The major'stages in the formation and use of household incomeé that are
discerned in the accounts in table 1 are as follo:ws: -
i. Primary incomes, which consist of the receipts of employees
and entrepreqeurs from their participation in production.
Beceuse employees will not have any 'information about the
imputations to be included in their employers' contributions
to private pension and similar schemes when these schemes

are unfunded, the imputations are not to be included in

it : .
em A 1. 114 of the accounts. In the case of some countries

1t may be very'difficult to gather and compile reliable fig_ ’
::::::1:::2:: of items A 1 ii and 1ii of the account. In
Blght be nmite;c:s the data on compe'nsation of employees

0 figures of wages and salaries only. It
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Table 1. The accounts of the complementary system

A. Income and outlay account

T

1. Compensation of employees
1. Wages and salaries
ii. Employers' contributions
to social security and
similar schemes
iii. Employers' contributions
to private pension,
femily allowance, insur-
ance, :E? similar
scheme
2. Income of members from produc-
ers' co-operatives
3. Entrepreneurial income
i. Net rents from owner-
occupied dwellings
ii. Net rents from other
structures
i1i. Net proceeds from other
. 3 unincorporated enterprises
4, Primary income iv. Withdrewals from quasi-
o corporate enterprises -
Disbursements Receipts
1. Property income paid 5. Primary income
6. Property income received

8. Distributed factor income

———

i. Interess
ii. Dividends
iii. Land rents, royalties,
etc.

Disbursements

Receipts
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A, Income and outley account {continued)

1b. Casualty insuraace premivos | 9. Distributed Ia,ctor‘m‘come

15. Unrequited current transfers) 10. Casualty insurance benefits

padd v 11. Unrecauited cnrrent transfers
i. Direct taoxes i, So2ial security benefits
$i. Socisl secgjltif con- . ii. Social assistance grants

tributions " iii. Unfunded employee wel-
iiin Currem‘. t!'ansf'elff:': to ) : N fare benefits )
private not-profit jv. Other current transfers
institutions , .
iv. Other current trans- 12. Private pension fund benefits
Tezs , 13. Benefits from annuity policies
16. Net private persion fund of life insurcnce companies
contribvtione

17. YNet premiums in respect of
annuity policies of life .
insurence companies

. 13. Available incomz

Disbursements ‘ Receipts

19. Available income

20. Net contributicns less benefits,
privats pension funds
22, Final consumption expendibus: 21. Net premiums less benefits,
23. Savi 1 annuity policies of life insur-
: ng ance companies

W——

Disbursemants .
shursemants Receipts

- — -
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B. Capital finance account

iii. Bills and bonds

viii, Trade,credlt and ad- -

i. Currency and transfer-
able deposits
ii. Other deposits

iv. Corporate equity secu-
rities
V.. Net equity on life in-
surance reserves
vi. DNet equity on_private
. pension funds
vii. Proprietors' net addi-
tions to the accumula-
tion of quasi-corporate
enterprises

vances

—;; Gross capital formation 2h. Saving |
- 1. Owner-occupied dwell- ! 25. Consumption of fixed capital
ings | -
ii. Other structures i%: g:g:; :g;zgizgegwellings
1ii. Otzzi ?ggggorporated + 1ii. Other unincorporated
enverp enterprises
28. Net lendin 26. Cepital transfers received, net
Disbursements Receipts
3. Net acquisition of- financial | 29. Net lending®’
assets, of which: 30. Net incurrence of liabilities,

of which:

i. 'Loans including mortgages
a. Consumer debt
b. Owner-occupied dwell-
ing debt
¢+ Other unincorporated
enterprise debt -
ii. 7Trade credits and advances
a. Consumer debt
b. Unincorporated enter-
prise debt

Disbursements

Recelpts
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c. Total consumption and. income of the populatlon-/ \

4. Final consumption expenditure 1. Available incone

5. Final consumption expenditure } 2.

of general government assignj ernment, private non-profit
ed to households siture institutions andtemp%ozgis and
umption expendiiu due to government subsidies
6 z:n:iiszzz ngn-profit bodies (4 +5+6 + 7)
assigned to households

7. Expenditure of industries
assigned to households

8. Subsidies paid by governme?t
fncluded in total consumption
of the population

Income due to free or reduced
cost services furnished by gov-

9. Total consumption of the _ % 3. Total income of the population
population

D. Composition of current receipts

1, Wages and salaries

2. Income of memders from producers' co-operatives

3. Entrepreneurial income
1. Net rents from owner-occupied dwellings

11. Net rents from other structures

111. Net proceeds from other unincorporated énterprises
iv. Withdrawals from quasi-corporate enterprises

4. Property income received

i. Interest
i1. Dividends
111. land rents, royalties, etec.

5. Cesualty insurance benefits
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D. Composition of current receipts (continued)

Unrequited current transfers .eceived

6.
i. Social security benefits

ii. Social assistance grants

i{ii. Unfunded employee welfare benefits

iv. Other current transfers
7. Private pension fund benefits
8. Benefits from annuity policies of life insurance companies
9. Current receipts

A

&

Excludes imputed employers' contributions to private undunded
pension, family allowance and similar schemes.

Where items 1, 4 and 5 and 8 and 9 of Account A reflect wages and
salaries only, item 15 ii excludes the part of social security
contributions that employers pay on behalf of their employees.

Where items 1, 4 and 5, 8 and 9, 18 and 19 and 23 of Account A
reflect wages and salaries only, items 28 and 29 and 31 v and vi
exclude the part of the total change in the net equity of house-
holds on life insurance reserves and pension funds which is due
to employets' contributions to such schemes on behalf of their
employees,

Total income of the population exceeds total consumption of the
population, because aveilable income differs from finsl consump-
tion expenditure
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i1.

1ii.

{s recommended that entrepreneuria.l income should be clasgi-
fied into four items because of analytical values of drawing

thes .
net rents from owner~-occupied dwelling;. -

Distributed factor income, waich ic the sum of iacomes from

participation in production and from the ownership of prop-

erty. Distributed factor income is the household portion of

the national income of a country.
Available income results from the redistribution of the

national income of the country. Strictly speaking, the trans-

actions in respect of private pension funds and the annuity

" policies of life insurance companies in items A 12 and 16 and

iv.

A 15 and 17, respectively, are 'capitai transactions, that is
forms of drawing down, or adding to, Saving. 'Nonetheless
these transections are included in the account. on the redis-
tribution of incomes because payn;ents from pensidn funds and
insurance anm'xi:l':ies may, like social security benefits, be
important sources of fhe finance of the consump_tion of retired
persons. ’If vages' and salaries only are included in the com-
pensation of employees, item A 15 ii, social security contri-
butions, would of course not include the contributions that
exployers make in respect of their employees. This would also
be the case for items A 16 ang 17 if an& -contrib'utions that
eaployers maks to privste pension funds and annvities for the

b :
enefit of their employees are excluded from the flow, compen-
sation of erployees.

The alloca - 4
tion of income to personal consumption and saving.

Availab) '
o e income is adjusted in this account for the drawings
.n’ :

and additions t : : e red
itions to, saving that are entered in th is-
tribution account, .
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The investment of saving, allowances for depreciation and the

Ve
net receipts of capital transfers in tangible capital assets
and in net lending.

vi. The transactions in financiel assets and liabilities that

make up net lending.

In addition to household income and outlay and capital accounts, table 1

3.

includes (i) an account on their total consumption and income and (ii) thelr
current receipts. | g

3. Total consumption

37. As mey be noted from Account C of table.l, the votal consumption of the

population is made up of the sum of personal consumption, of the values of the
goods and services that government, private non-profit services and enterprises
give households free of charge and of certain government subventions to house-
holds. An example of this type of subsidy is the government rehting housing to
femilies at substantially less than the government's operating costs. The sum
of the values of the free goods and services and the subventions received by

households plus their available incowe gives their total income.

L. Current receipts

3. A table on cufrent receipts is included as part of’A the s&stem mainly be-
‘euse the aggregate i: useful for purposes of formulating taxation pollcies in
the case of Some countries. It is also usually compiled in the case of income
and €xpenditure inquiries. A1l receiyis on the income and outlay account, but
"0 disbursements, are included in the aggregate. The concept of current receipts

fs
Widely used in formulating taxation policies and regulations.

2. An additional income aggregate

39-

. The redistribution of the command of incomes over "real" resources that
8 br :

that °Ught about by the acéumulated indirect taxes less accumulated subsidies
a \

ar
® reflected in the value of consumers' goods is not taken into account



E/c%.3/425

r‘%e 23 . .
Irglish

1iving betveen situations where the proportions of direct and indirect taxes

are very different. Nonetheless, it is not 1nc'1uded in the system in view of

the difficulties of estimating the accumulated net indirect taxes. It is not

{ntended to inhibit countries from attempting to measure the command of house-

hold available income over "real" resources.

B. The system in relation to the national accounts and ba.l_a.nces: '

general aspects

0. The system of statistics of the distribufion of income, consumption and
accurulation is designed to complement the systems of national accqunting by
including much more detailed classificé.tions and' tabul_ations of data in'respect
of households than it'is feasible to include in the SNA or the MPS. AIl that
can be provided for in the national accounts and balances are classifiéatiéns
and tabulations of these date according to the main éategories of flows, the
zain classes of economic egents and broad socio-economic classes of households.
If more were attempted, the systems of nationél accounts would be over-burdened
and unwieldy and would be difficult to use in éxa.mining the main trends and
1nterrelationsh1ps of an economy.

L1, :
1. In order to complement the systems of national accounting, the classifics-

t ‘
1icm and definition of the flows, as well as the structure, of the system of
ne _
it:m:hdistribution and related statistics should, as far as possible, fit in
v .

ose of the SNA and the MPS. It is then feasibie to use the statistics

cf the com
s Plecentary systeq of a country in conjunction with the data of its
&ccounts or balances in order to study the inter-

levels
of living of itg Population ang the state of its ec
and difficulties which would re .

dlrferently in the complementay
are 2120 avoideq. Furthermore
3

actions between the
onomy. The confusion
Sult if essentially the same flows were trested
Y system and the nationgl accounts ox" balances

the establishment of the same system of income
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distribution and related statistics in the case of ‘countries with differing
gconomic and social systems furnishes the basis for comparing the well-being of

thelr populatlons. It may also be of assistance in linking the SNA and MPS.

ko, However, it is not always desirible or feasible tc use exactly the same -
concepts or definitions of transactions in the complementary system as in the
SNA or MPS. In the case of the income distribution and related statistics, it
is necessary to give more emphasis to the meaning of a given transaction to
households, (that is the way in which the households view it) and less emphasis
to the role of the transaction in the economy as a whole ’c;han‘inthe SNA or MPS.
Moreover, the detailed classifiéationsof households and individuals that are
required in the complementary system, makes it impracticable to make certain _
imputations and estimates that are feasible in the case of the SNA or MPS. The
imputations and estimates in question concern transactions about which house-
holds often do not have records, much information, or even knowledge. Examples
of this in the case of the SNA may be the service charges in respect of insur~
ance policies that are included in personal consumption expenditure and employ-
ers' contributions to social security schemes and private pénsion funds that

are included in the compensation of employees. In general, it should be prac-
ticable to cAome closer to the practices of the feasibility of compiling figures
of national accounting in the macro-level tabulations of certain items of data
of the Complementary system than in micro-level tabulations of the items. These
differences in the feasibility of gathering and compiling figures of the items in

uestion are taken into account in defi ning the flows of the complementary system.

3. - Thus, the delineation and definitions of :flows, and even the structure,
of the complementary system necessarily differ in certain respe"-‘tS from those
of the SNA or the MPS. The points of difference in the case of the definition
of transactions are discussed in the section of the paper on the definition and
tlassification of the flows of the complementary system. The structure of the

) _
Viten is Compared with that of the SNA and MPS in the next two sections of this
Papey,
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C. The system in relation to the SNA

L. The flows of the complementary system that are of interest at this stage,

except the total consumption and total in

{n the accounts and tables of the SNA qn .
f the total c‘onsumption and income of the

come of the population, are dealt wity

the income and outlay and the capital

finance of households. For purposes © .
population, additional data are required from the income and outlay accounts

and tables of general government and private non-profit institutions serving

households and the production accounts of industries.

S

1. Income and outlaxu

45. While almost all of the income and outlay flows of the complerﬁentary
system are included in the income and outlay account of the SNA, the latter
account must be re-arranged and sub-divided and some items ‘must be :classified
in different detail in order to yield the income and outlay account set out in
tadble 1 above. In addition, it is necessary to add certain /flows concerning
transactions in respect of pension funds and annuities and to replace the con-

cept of disposable income by the cbncept of available income.

L6. The structure of the SNA income and outlay account for househdlds needs
to be altered in order to align it wi{:h the income and outlay account of the
complementary system primarily because the stages in the formation of house-
hold income and its disposition that are delineated in the latter account are
not distinguished, one from the other, in the former account.. In fact, the coi-

cepts of primary income and distributel factor income are not used in the SN
Data on the disposable income of households,
their available income, is,

come and outlay accounts.

which is similar in character to
in the SNA, shown in a supporting table to the in-

h
Y/ The standard accounts and tableg

Fatiora) A 8 of the SNA are set in A System of
ceounts, op. cit,, Cha.pter)VIII, 'Annexe: B?Zté,;g E.}-S . '
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g, Primar income

" The re-arrangement and re-classification of items in the SNA household

income an _
ofthecomplementary system on primary income are shown in the table below.

d outlay account that are required in order to produce the sub~accountv_

ﬂhesingle-digit numbers in the table relate to the item numbers in table 1.
e three or four digit codes relate to the codes assigned to flows in the SNA
income and outlay account III E 3. The item numbersof table 1 and the codes of

account IIT E 3 are used in all of the sub-accounts below in respect of income

and outlay-)

1. Compensation of employees

Sub-divide flow 3.4.1 as in a supporting table of
the SNA into:

i. Wages and salaries :

ii. Employers' contributions to social security -
and similar schemes

iii. Employers' contributions to private pension,
family allowance and insurance and similar
schemes. The imputations in the SNA in re-
spect of unfunded pensions paid by employers
are excluded.

2. 'Income of members from roducers! co-~operatives
P

Separate out from the entrepreneurial income of
incorporated enterprises. Not shown in the SNA.

M
.

Entrepreneurial income

For unincorporated enterprises; operating surplus

(3.3.2) less Other interest (3.4.6.1 1i) and Rent ,
(3.4.6.3); draw distinction, which is not done in )
the SNA, between:

i. Net rents from owner-occupied dwellings
ii. Net rents from other structures
iii. Net proceeds from other unincorporated
' enterprises ‘
iv. Withdrawals from quasi-corporate enterprises

(3.4.5)

Primary income, which does not appear in the SNA
\.\
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he table that in the cage of primary income, some flows are

t {s evident from t , .
! the complementary system than in the SNA 4n

classified in greater detail in
crder to furnish the {nformation wanted in respe

{ncoza.

ct of the sources of householq

b. Distributed factor income |
L3. The re-ordering of items of the SNA accounts that are needed in order to

arrive at the sut-account of the complementary system on distributed factor income

are set out in the account below. It is not. neceésary to modify any of the

flows.

7. Property income paid - ' 5.. Primary income; which is not
Consumer debt interest shown in the SNA
(3.4.6.11) : ,

6. Property lncome received
(3.4.7) '
i. Interest (3.4.7.1)

8. Distributed factor income, : ii.- Dividends (3.4.7.2)
which is not shown in the o iii. Land rents, royalties,
SNA. ete. (3.4.7.3)

Disl_:ursements : ‘ Receipts

c. Ava{lable income

., 1t o
? 18 necessary to re-arrange and to modify significantly the flows of
the SMA housel ‘

of the

o
1d income and outley account in order to compile the sub-account

complen, :
plenentary system on the formation. of availablé income. The required

alterationg
are shown in the account below. Thus, this sub-account contains

transactions in i
S res[;ect of the equity of households in pension-fund and life-
H Vi y j
an es from the SNA household capital finance account; and the s€I

vice charge in
vate cor.:urptio:xasualty tnsurance Premiums is included here instead of in pri-
N e ’
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-II Casualty insurance premiums 9. Distributed factor income,

: Tlow 3.5.1 plus service which is not shown in the SNA
charge on casualty insurance, 10. 1 . .
which is part of final con- ?;fgaégy insurance benefits
sumption expenditure | ‘ *

(3.2.32) in the SNA 11. Unrequited current transfers
15. Unrequited current transfers i. ?océal)security benefits
; 30 ou .
i. Direct taxes (3.6.1) B - .
. . , ii. Social assistance rants
ii. Social security con- (3.6.5) 8re

tributions (3.6.3)
iii. Current transfers to
private non-profit

iii. Unfunded enployees wel-
fare benefits (3.6.8)
institutions (3.6.6) iv. Other current transfers

iv. Other current trans- (3.6.12)
fers (3.6.2 + 3.6,11) }22. Private pension funds benefits.
Part of flow 5.8.9, which is

16. l::ttﬁ;::;:rlgensmn fund -not explicitly shown in the
n : SNA

Part of flow 5.8.9; this is
not distinguished in the SNA 13. Benefits from annuity policies.
of life insurance companies
Part of flow 5.8.9; that is
not distinguished in the SNA

17. Net premiums in respect of
annuity policies of life in-
surance companies.

Part of flow 5.8.9, which is

not explicitly shown in the
“SNA

18. Available income ~
Disposable income, which is
shown in a supporting table
91‘ the SNA plus the sum of
ltems 12 and 13 above less

‘the sum of items 16 and 17
above
\

Disbursements Recéipts

d. p ca
% available income

0. : :
. dI“ this sub-account of the complementary system, available income is ad-
ed ¢

° the SMA concept .of aisposable 1ncome and tna disposable income is
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consumption expendi'bu-re- and saving.- The-same. conceptg of

divided between final .
are used in the complementary systey

final consumption expenditure and saving

and in the SNA.
2, (Capi.al finance _

51. As may be seen from the table below, essentially the same structure ang

s are used in the capital finance accounts of the complementary systen

concept
the classification of _the‘transa.ctions in respect of

and the SNA. However,

gross capital formation,
differ. These differences reflect the efforts to abbreviate the classification

consumption of fixed capital and financial claims

of the SNA andto adapt them to the requirements for data, only on the distribu-

tion of capital transactions among households.

(The item numbers of table 1 and the code numbers
of SNA account ITI E5 are usegd)

27. Gross cepital formation | 24. Saving (5.7.1)
(5.2.5+ 5.2.6 + 5.7.h +° .
5.7.5) , 25. Consumption of fixed capital

The SNA does not include the (¢5.3.3)
sub-division in the comple< The SNA does not include the

mentary system into (i) sub-division in the complemen-

Owner-occupied dwellings, tary system into (i) Owner-
(11) Other structures, (iii) occupied dwellings, (ii) Other
Other unincorporated enter- structures, (iii) Other unin-
prises corporated enterpr:l,ses

8. Net lending (5.7.8) 26. Capital transfers received,

net_(5.7.6)

—

Disbursements Receipts
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31. Net acquisiﬁ;og of financiall 29. Net lending (5.7.9)
assets of which: 30. Net incurrence of liabilities
i. Currency and tfansfe§- of which:
able deposits (5.8.2 ) ) .
ii. Other deposits (5.8.5) i. Loang, including mort-
1ii. Bills ahd bonds gages (5.9.7 + 5.9.8)
(5.8.4 + 5.8.5) The SNA does not include
iv. Corporate equity secu- the sub-division in the
ities (5.8.6) complementary system
v. Net equity on life in- into (a) Consumer debt,
surance reserves (part fb) Owner-occupied dwell-
of 5.8.9) ing debt, (c) Other un-
vi. Net equity on private incorporated enterprise
pension funds (part of . debt ,
5.8.9) ii. Trade credit and advances
vii. Proprietors' net addi- » (5.9.11) e
tions to the accumulation The sub-division in the
of quasi-corporate complementary system into
enterprises (5.8.10) (a) Consumer debt, (b)
viii. Trade credit and ad- Unincorporated enterprise
vances (5.8.11) debt, is not included in
the SNA
Disbursements .~ Receipts

3. Total consumption and total income

2.  The relationship between the aceount

Consumption ang total income and
below.

(The item numbers ref:r to
the code numbers to the SMA

of the complementary system on total

the SNA accounts is delineated in the table

table 1 above and

accounts and flows)

1.

h' i
Final consumption expenditure
(II1 E 3.5, 32)

z;nal consumption expenditure

o fenﬁral government assign-
© households (part of

1T ¢ 3.2,20) ,

5.

Available income ' .
Disposable income which is shown
in a supporting table of the SNA
plus the sum of items 12 and 13
less the sum of jtems 16 and 17

Income due to free or reduced
cost services furnished by govern-
ment, private non-profit institu-
tions and employers and due to
government subsidies.

This concept is not used in the
SNA '

\

7o
LI
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6. Final consumption expenditure. |
of private non-profit bodies- .
assigned to households (part:of]
II1 D 3.2.51) ,

7. Expenditure of irdustries.
assigned to households (part
of C< n 1.2.1)

8, Subsidies paid by government
{ncluded in total consumption
of the population (part of
I c 3.3.5)

Total consumption of population Total income of ‘the population
This concept is.not used in the This concept is not used in the
SNA . . . SNA '

D. The system in relation to the MPS

53. All of the relevant: flows of the system of ‘'income "distribution and re-
lated statistics are dealt with in the stiandé.rd b,a..lancl‘es and tables of the MS.
Because the complementary system is deisigne.d to be used in’.’coun:b'ri.es which dif-
fer in economic and Social arrangefiefits; “some 6f the flo‘w‘s‘ of "the ‘system are not
pertinent to the circumstances.of .countries.which. use .the MPS. 'The balances of
the MPS that are of main interest for purposes. of delineating.the' structure of
the complementary sy;tefn in relation to that of the MPS are the ba.Iance' of ‘pro-
duction, distribution, redistribution and final dispositiod of the glc;bal pro-
duct (teble 3.1 of the MPS), the balance of ‘money income’ a.'nd. expenditure of the
ip‘::::: :ta:e 5 '3‘°f the I'fvf’é)‘and fhe balance of fixed assets of the nation |
11 value (toble'5.3).. In addition, it is necessary to drav

certain {tems ' - Gty
: ) of data from the table on the personal consumption of materisl
g00ds according to origin (table 2.9).‘2/ N

balances and t y :
ables of. . PN
Svsten of Balances of the MPS ane set out in Basic Principles of t€

referred to abive aﬁ%gﬁ&“ﬁmw, op. cit.. The teble. numbers
tion. ‘ r in this peper are those used in that public®
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sy, Wnile all aspects of the complementary system are covered in the MPS, the
flows of the MPS must be re-arranged in order to arrive at the accounts of the
complementary system. As will be evident from the dlSCUSSiOH below it is nec-
essary to do *his primarily because (i) the renderzng of services that are not
incorporated in goods is generclly uol included in the boundary of production
gnd (11) current and capital financial transactions are not separated into
different balances. In other words, the MPS definition of income from produc-
tion differs from that of the complementary system and the MPS does not drazr the

sharp distinction between current and capital transact:.ons that is drawn in the

ccrplementary system.

1. Income and outlay

5. Use is made in the MPS of the concept of primary iﬁcome, but not the con- .
cepts of distributed factor income or available income. The aggregate "primary

income of the population" is restricted to the income originating in the produc- |
tion of goods and material services - essentially the distribution of goods and
other services embodied in goods. The income that the population derives from

the rendering of non-material services is classified as part of the redlstribu-
tion of primary incomes. )

N

& Primary income

%, The consequent re-arrangement of the Tlows of the MPS that is required in

order to compile the sub-account of the complementary system on primary income
s shown in the table below.

{The item numbers refer to those in table 1.
The row ang column numbers refer to table 3.1 df the MPS)

————

1.

Compensation of employees

1. Wages and salaries
Row 31, columns 5> and 17, less the sum of payments for
business travel expenses of em employees and royalties re-

Ceived by authors, neither of whlch are distinguished
in the Mps.
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ii Emplo&ers contributmns to social security and similar -
) schemes. Total of column 10.

{14 Employers’ contnbutlons to prlyate pension, family

lowance, etc. schenes. » ' ,
;ito:ppli::aible in the case of countrles using the MPS.

2. Income of members from producers' co—operatlves
Row 32, column b, table 3.1

3 Entrepreneurial income .

i. Net rents from owner-occupied dwellings
An imputation for this is not made in the MPS

11. Net proceeds from other structures ) Row 33, colum k.
Item 3 ii is not
applicable in the
case of a number
of countries using
the MPS.
fv. Withdrawals from quasi-corporate enterprises

Not applicable, in the case of countr:.es using the MPS

{41. Net proceeds from other. unincorporated
enterprises '

’

Nt Nt vt st o

L. Primary income

It may be noted from the table above that for purposes of passing from the
primary income concept of the MPS to that of the complementary system. it is
necessary to make a few adjustments in addition to combining the income of the Py

ulation from the non-material sphere of the economy with that from the material

sphere. Employers' contributions to social security, which is treated as part |
:;Sthe redistribution of the operating surplus (profits) of enterprises in the
must be re-classified; and the definition of wages and salaries: -needs to be

eodif
ied somewhat in order to exclude payments for bus1ness travel expenses end

authors'
royalties. Also, some of the trahsactions of the complementary. systes

do rot take place in the countries which use the MPS
b.

51.

Distributed factor income

Fev of the ¢t
ransactions ir property income that are shown in the comple”

centary syste
Authorg! ® occur in the countries using the MFS. Recelpﬁs of mtereSt o
8’ royalties only are relevant.

prirary incom The sub- -eccount on the transaction %

e to dis
tributeq factor income is set out in the table below:
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(The item numbers refer to-those in table 1..
The row and column numbers refer to table 3.1 of the MPS)

‘5. Primary income
6. Property income received

i. Interest
Row 30, column 26
ii. Dividends
Not applicable in the
case of countries using
the MPS  °
iii. Land rents, royalties,
etc. '
Royalties only are appli-
. cable but are not shown
8. Distributed factor income separately in the MPS

‘7. Property iqconie paid
Not applicable in the case
of countries using the MPS

Disbursements ' " Receipts

¢, Available income-
8. While in the MPS the transactions through which distributed factor income
Is redistributed are covered in the balance on the redistribution of the nation-

al income,»transactions in respect of the non-material services, capital trans-
fers and'firi‘aric‘ial claims are also included in these balances. Nonetheless, the
classification of transactions in the balances is such that the flows through
which distributed fact;or income is redistributed to the population, may be de-
lineateq, The flows of the MPS that enter into this process are shown in the
table below, 4 number of the items of the sub-account of the complementary
System on availa.ble_ income are not relevant to the institutional arrangements in
the countrieg using the MPS. And, it would be advantageous ‘to change items 13
::j izf:f.the 8ccount to "Benefits from life insurance p?licies" and "Premiums
lnsurance Policies", respectively. While from the point of view of the

Comp)
. Plementary System, it is desirable to segregate transactions in respect of

c m those in respect of life insurance, the transactions are
onbineq in the case o

T the MPS.
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(The item numbers are from table 1. The row and
coluzn numbers refer to the specified table of the MPS)
i4. Casualty {nsurance premiums| 9. D'isfributed'. factor income
Part of row 30, column 11, | 35 Casualty insurance benefits
table 3.1 ' Part of row 30, column 2k,
15. Unrequited current trans- table 3.1 "Payments of claims
fers _ from goods ihsurance and per-
{. Direct taxes ond 1v, sonal insurance" :
Other-current tzansfers | 11, Unrequited current transfers
Row 33, teble 3.3 © received
11, Social security con- i, Social security benefits
;rib‘{tioni 10 " Row 30, column 23, table
otal, column s 3'1
table 3.1 ii. Social assistance grants
ii1. g:i:::; zzin;ﬁgtto " and. iv. Other current
- transfers
titut =
‘Dot of rou 35, table Row 08, table 5.5
3.3 ’ iii. Unfunded employees wel-
: : fare. benefits
16, Net pehsion_ fund contribu- Not applicable i:n_the .
;i:n " case of the MPS
ot & cable in th - : ,
of tthMPS € €85¢ 112, Private pension funds
Not applicable in the case of
17. Net piiemiums in respect of the MPS
annuity policies of 1if v : : .
insurance ° 13. Benefits from annuity policies
Part of row 30, column 11, of life insurance companies
table 3.1 Part of row 30, column 2k, table
3.1 "Payaents of claims from
18. Available income goods insurance and personal
insurance"
Disbursements Receipts

4. Disposition of available income
59. Use i ‘ .
» 8 made in the MPS of the concepts of final consumption expanditur

not of the concept of saving, . :

mentary system on final consumption
below shows,

In order to compile the entry in the ComP®
to expenditure, it is necesscry, as the tedle
comdine the item, in table 3.3 of the MPS on the money outla¥
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of the population on final consumption and the items iq table 2.9 of the MPS /
on pers'on'al ¢consumption in kind. Table 2.9 gives data on the MPS concept of final®
consumption expenditure of the population which is restricted to goods and
material services. As it would be difficult to compile data in respect of
saving directly from the flows of the MPS, it is suggested in the table below
that-saving should be computed from-the other-items of the sub<décsunts

(The item numbers refer to table 1. The row and

column numbers relate to the épecified table of the MPS)

'22. Final consumption expendi- | 19. Available income

ture 4 '20

© Sum of rows 18 and- 21, ‘
table 3.3 plus row Ok,

table 2.9 minus purchases

Net premiums less benefits,
private pension funds
Not applicable in the case of

of goods and services fin- the MPS, B

anced by business travel 21. Net premiums less benefits,
payments, which are notdis-| . annuity policies of life in-
tinguished in the MPS surance companies

23, Saving Item 17-13 above

‘Sum of items 19, 20 and 21
less item 22~

Disbursements - . Receipté.

2. Capital finance

60. It is more difficult to.compile the.capital finance accounts-of the

totplementary system than the income and outlay accounts because capital trans-

actions are not segregated into a separate balance of the MPS and because of

the limiteq classification of capital transactions of a financial character.

The assembly of flows of the MPS in respect of the flows of the complementary

:i:t::cizs:esp?ct of transactions in capital goods is greatly facilitated by
540N 1in the MPS of a balance on these transactions. The MPS also con-

taing
& balance on the holdings of capital goods.
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61. The fable below indicat

capital transactions may

(The item numbers are from table 1.
and table numbers are from the MES)

es how the items of the complementary system o
be compiled from_the‘items'qf the MPS. -

The row, column

27. Gross capital formation
Sub-divisions of rows 03

and 05, column 2, table 5.2 |

plus row 26, table 5.1

Not dis- ( {. Owaer-occupivéd
tinguished ( dwellings

in th
n the MPS é $i. Other structures

(111. Other unincorporated

enterprises

28. Net lending

Sum of items 2U, 25 and 26
less item 27

2k,
25.

Saving
Consumption of fixed capital

i. Owner- occupled dwellings
Row 12 for populatlon,
table 2.9

ii. Other structures (Sub-
(divisions of
(rows 03 and
(05, colum§,
(table 5.2.
(Ttem 25 if
, (is not ap-
- (plicable i
(a number of
iii. Other unincorpo- (countries
- rated enterprises(using the
(MPS

Capital transfers. received, net
Part of row 09, table 3.3 "Receipts
from financial institutions"

Disbursements

-

Receipts

—
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51, Net acquisition of financial| 29. Net lending
*" assets, of which: Ttem 31 less item 30
Rov 30, column 19, table 3.1 30. Net incurrence of liabilities, of
i. Currency and transfer- which: _
able deposits Row 30, column 19, table 3.1
. Row h9a tabi: 3:3 i. Loans including mortgages
ii. Otheio egozlesj 3 Sum of parts of rows 09 and
. Row 30, ‘ab d i 10, table 3.3 "Receipts from
i, Bis e bends . financial institutions" and
Row 39’ & : 2'?’ "Other receipts", respectively.
vhie may no. ta:e ii. Trade credit and advances
redemptions into Part of row 10, table 3.3
account The sub-divisions under items

Thg otgira:gbggivzsions 30 i and ii of the complemen-
under P tary system are not distin-

plicable or not dis- - X
tinguished in the MPS guished in the MPS

Disbursements ‘Receipts

62. The concept of total consumption of the population appears in the MPS; and
it seems to be defined in essentially the same way as in the complementary system.

This is illustrated by the table below.

(Item numbers from table 1. Row, column and

table numbers from the MPS)

1, Final consumption expenditure {7. Available income

gug oiu:ows lguanz il’ table g 1/ ome due to free services of
;2 BIuS row O, table 2.9 government and other bodies

minus purchases of goods and . L
= R - d
services financed by busine:s Sum of iter: 2, 3, and 5

t?avel payments are not dis-
tinguished in the MPS

2+3+ L4 +5 Pipal consumption
€Xxpenditure of government and
other organizations assigned
to the population
Row 01, column 9, table 1.1

6. Total consumption of the # 9. Total income of the population
"Population ’

Row 01, column 5, table 1.1
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VI. THE DEFINITION AND CIASSIFICATION OF THE STATISTICAL UNITS:

A. The statistical units

1. Netional practices

63. The household, or an equivalent unit, is generally employed as the statis-
tical unit of observation in field inquiries into family income, expenditure and
sceumulation. Separate information is, however, frequently collected in such
surveys on the income of individuals in the case of kinds of income that can be
allocated to individuals, for example compensation of employees, and certain
forcs of property income and of transfers. Individuals are often used as the
unit of observation in the case of income data gathered in population censuses;
this information may be combined into household incomes without great difficulty.
Pata derived from the administration of income tax is often available for indi-
viduals or fregmented families only. In statistics compiled from a combination
of sources, figures from income tax records are sometimes reconsfructéa for

houscholds through information from population censuses or household surveys.

2. The household and the individual

64.  While the household should be used as a statistical unit for all aspects of
income distribution and related statistics, it is also desirable and practicable

to employ the individual as the income~recipient unit in respect of incomes from

ledour and entreprencurship and in some circunstances, in~respect of income from

Froperty end sore items of accumulation. In particular, the individual is a

velueble and feasible income-recipient unit in respect of the latter items in the
caze of highly urbanized societies.
econsaically

There, both the husband and wife are often
active and financially independent.

a. Ihe houschsld
€5. The L ¢
. o Zousenold is the basic statistical unit for purposes of studies of the
relatio atee b i

NS between the distribution of income from labour, property and entrepre-
CL the ore hand, and the redistributio '

cution of consunption ard spending-

reurship,
n of these incomes, the distri-

saving behaviour, on the other. Grants are
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ften made in respect of families rather than in’ respect of individuals; the
oftten
1location of these grants between earners and dependents would be difficult and
a
pitrary. The division of income between saving and consumption and the consump-
ar s ~

tion of goods and services are, to & great extent, also collective household

sctivities.

b. The individual
66. The individual is an invaluable statistical unit in investigating the fac-

tors with which the earnings of employees and entrepreneurs vary and in furnish-
ing data for purpOSes of establishing incomes policies. These earnings of course
reflect the kind, and ‘the circumstances, of the production in which the employees
and entrepreneurs engage and their pérsonal charaéteristics. Difficulties may be
encountered in using the individual as the statistical unit in the case of entre-
preneu'i'ial income because unincorporated enterprises may be owned and operated
Jointly by a husband, his wife and perhaps other family members. The same pro-
blems of allocation will arise in the case of income from property the.t is owned

in common.

3. Other statistical units

67.  As employees may have more than one job, each job is a useful supplementary
statistical unit to the individual for purposes of gathering and compiling data
for the analytical requirements mentioned above. As. entrepreneurs may own and
Operate more than one unincorporated businesﬁ, the individual enterprise is a
"eluable statistica) unit in the case of entrepreneurial income. The use of the
enterpriSE also avoids the problems of allocating entrepreneurial income among

the hie s
husband, his wirfe and other members of his family when they jointly own and

Operat

® 8 business. In tpe case of incomes from property, the use of each flow
of Income g 4 unit o
Nner woulg also facj

tion and avoiq the g%

f observation and classification instead of the individual
litate the study of the factors underlying their distribu-
Ificulties of allocation among joint femily owners.
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B. The definition of the household unit

63. Two basic concepts of the household are used in inquiries into the income,

expenditure and accumulation - the housekeeping concept and the family concept.

Both concepts are included in the recomnendations of the 1970 Censuses of Popu-

lation and of the SHA.
1. The household population

69. According to the housekeeping concept, a household may be (i) a one-person
nousehold, i.e., a person who makes provision for his own food or other essen-
tials of living, without combining with any other person to form part of a multi.
person household or (ii) a multi-person household, i.e., a group of two cr more
persons who occupy the whole or part of one housing unit and make joint provi-
sion for food or other essentials of living. ‘The degree to which the persons in
the group pool their incomes and outlays may vary. They may be related or un-
related persons. Boarders, but not lodgers, and domestic servants living in,

are included in a multi-person household. In the case of the family concept, ‘
the multi-person household is limited to individuals related by blood, marriege

or adoption who satisfy the other conditions of the housekeeping concept.

70. In the case of many economically developed countries, the use of the family ‘
or the housekeeping concept will result in delineating the same units in most
fnstances. When the units differ, the individuals who make up the housekeeping
households are likely to be pooling their incomes to a minor extent. In these
circumstances, the use of the family concept of the household is preferable.

In the case of the developing countries, however, the results of applying the

tvo concepts are likely to differ considerably and the persons who make up the

housge .
keeping household are likely to be eating together and even to be earning

or pooll
P ng their inconre together. It is therefore preferable to use the house-
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2. The institutional population

7. The statistical unit to be used in the case of persons who live in insti-
tutions also must be defined. These persons consist of soldiers living in bar-
racks, children living in boarding schcols, inmates of institutions, such as
pomes for the aged, poor or orphans, asylums, prisons. They are groups of per-
sons living together who usually share their meals, are bound together by a com
non objective and generally are ruled by an authority outside the group. The
staff or these institutions, and persons living in hotels or boarding houses, are
not considered as persons who do not live in households; they should be treated
as members of one- or multi-person households. The statistical unit in the case
of inmates of institutions might consist of the single individual or the con-

jugal family which lives together in an institution.
C. The definition of the head of the household

T2, A definition of the head of household is also needed for purposes of in-
come distribution and related statistics as many classifications of multi-person
households concern the characteristics of the head of household. A practical

end, in most instances, analytically useful definition is that given in the SNA.
It is recommended there that the head of household should be considered to be

the individual who is generally recognized as such, for example the husband in a
One-family household, the wife if no husband is present, the eldest head of &
constitutent, Tamily in a multi-family household. In most instances, the head of
the hous§hold, S0 Qefined, will be the principal recipient of income in the house-

hold,

B.  The definition of hgggd. of household given above is also generally used

in 0 s ;
tP Pulation censuses and in many other household inquiries. Though classifi-
catio )
R of households according to the characteristics of the main income re-

tipient
floas would be more valuable for a number of analytical purposes than classi-
8

io ;
nd A according to the recognized household head, it would be more difficult

urden .
Some to identify the main income recipient.
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D. Classifications of the statistical units

1. Objectives of the classifications

T%. The classifications of statistical units in the complementary system are

rainly designed for purposes of (i) delineating the pa;tterns in which the main

fores of income, personal consumpti
lation, (ii) ferreting out factors that account for the observed patterns, (i11)

portraying the level of vell-bein

ting those who are disadvantaged, well off, rich, etc.
s of experience of the groups of the population

ion and saving are distributed among the popu-

g of various groups of the population and loca-

and (iv) identifying some

of the characteristics and aspect
that account for the differences 1n their circumstances.

75. Figures of the distrlbutlon of prlma.ry income and distributed factor in-
come according to size, and the circumstances with which the patterns of dist‘ributi'on
vary, are wanted for such purposes as assessing inf‘lationary and deflationary.
pressures, establishing incomes and fiscal policies and foi‘mulating tax laws and
regulations. These series of data are also needed in evaluating the social
Justice and problems of income distribution. Distributions of available income
according to size are required in order to determine tﬁe extent to which govern-
rent policies and practices in respect of redistribution modify the concentration
of factor incomes and affect the division of income between personal consumption and
saving. Size distributions of available income, personal consumption and s'aving
are desired in determining and projecting the demand for consumers' goods and
services and the sources of finance for capital formation and therefore in assess-

ing derdnd-pull inflation.
760

In addit i istributi
ion to the size distributions mentioned above, it is necessary to

classify th
Y the statistics of the complementary system according to the character-

istics of indt
viduals, as income-recipient units, and households, as income-

recip;ent, consumption and saving units
3

level of living of ;
& of various groups of ‘he population and the factors with which

.
oh“ h |,ahll'l&tiOIlS aIe, tOI exalllple,

for purposes of investigating the

the levels vary.,
wanted for purposes of



E/CN.3/k25
Page 49
English

identifying. the disadvantaged groups of the population and the circumstances |

spat contribute to their poverty and for purposes of devising measures to improve
shese conditions. These tabulations are also valuable in delineating the classes
and social mobility of a country and the patterns of chanpge in ‘income and levels

of living over a life-time.

2. The proposed classifications of the system

71.- The table in Annex I sets out the classifications of statistical units that
it is proposed should be emphasized in the system. These classifications are
thought to be the basic classifications for purposes of tabulating the data of the
complementary system. Tabulations of the Qata of the system according to the
proposed classifications should furnish the basic information that is generally
wanfed concerning the distribution cf incomes, consumption and accumulation, con-
cerning the levels of living of various groups of the population and concerning
important underlying factors and circumstances. Furthermore, it is practicable

to gather the information that is required in order to carry out the basic classi-

fications: they are commonly used in national inquiries into household.incomes
and expenditures,

.. Countries often find it desirable and feasible to use various classifica-

tons of the series of the complementary system in addition to those that are

Tecommended, The additiornal classifications ot statistical units that are used
vary from country to countr
tents for data that are e

formatiop that is needeg
th

Y and inquiry to inquiry, depending on the require-
mphasized and the practicabilities of gathering the in-

to carry out the classification in gquestion. Some of
*¢ classifications are discussed below.

E. Classifications according to size of an aggregate

1. The classifications

19, Classificatihn

g § according to size of the aggregate are recommended in the
¢ of Primary jpeo

me, distributed factor income, available income and saving.
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It is proposed that use should be made of (1) the size of each of these flous i

the case of households and (ii

{ncome 1n the case of {ndividuals.
ry systen according to categories of
the patterns of distribution of the main forms of

) the size .of primary income and distributed factor
Tabulation of the appropriate statistics of

the complecenta the size of the income aggre.

gates vwill delineate not only
{ncome but also the differences between the

of the sources and the uses$ of -income. Classifica
ve essentially the same purposes in the case

categories in the kind and magnitude
tions of capit al transactions

according to slze of saving will ser
It will be valuable to use size of household personal con-

of this aggregate.
suzption and of total consumption in order to classify outlays on the objects of
consunption; these size classifications are not shown in Annex I as it should be
used in the case of these series only. For purposes of studying taxation poli-
cies and revenues, some countries will find it useful to tabulate data on the
elenents of current receipts eccording to the size of totai receipts. Additional
classifications that will be of interest for special purposes are the size of |
each flow of employee compensation or ‘6f wages and salaries, of eac;h form of
entrepreneurial income and each form of property income for purposes of investi-

gating the patterns in which each of these types of income ’is digtributed.

& e e
2. The definition of class intervals - - > §

2. It is not feasible to recommend standard ir;ternationai classes in absolute
terus for use in income, saving, etc. si'z_e classifi‘catiohs becauée nat;iona'l
currencies differ in value. .What can be done is to ‘propose' the hﬁxﬁﬁer and rels-
tive dimension: of the classes that might be employed. B '

81. Onea '

" hou“ha:[:roic: to such proposals is to recommend the use of fragtile groups

o ,1’" nfividuals, ete. for purposes of delineating the classes of site
’ of saving, size of final consumption and so on. When fractile

groups are used th
e class intervals are defined so that equal numbers of the

statistical unit
8, for example households, individuals, an income flow,. in

svestion (or an eppr
0% each clas. Pinozi:mtely equal number if the class limits are rounded) fall
er to achieve this, a 1ist of the units ranked according
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the magnitude under study, should be divided yp into classes of equal numbers
ti‘tne units. The number of classes, to be established of course must be pre-
c

setermined. In this way, upper and lower limits of each class, including the
e

top end bottom classes, are determined in a single operation.
0p

%. 1Inmany instances, 12 fractile groups may be an appropriate number of

groups 0 establish. The division of a population into 12 groups yields a moder-
ately detailed classification of the POPulgtion. It also has the advantage that
the absolute value of the upper limits of the third and ninth groups correspond
to the first and third quartiles, respectively, of the population and the upper

linit of the sixth group is the median.

85 In the case of size distributions of income, there are advanteges in fur-
ther subdivision of the highest and the lowest fractile groups; the former

class is likely to concern a wide span of income and the latter class will re-
late to the poor who are the subject of particular interest. It would be useful

Yo distinguish the top and bottom four and one percent of each class, respectively.

8, The definition of size distributions of incomes, consumption and so on in
terms of fractile groups greatly facilitates the inter-country and inter-temporal
cwnparison of the distributions because the definition of fractile groups does

not depend on setting class intervals in absolute terms. The fractile classes
re of course invariant with changes in the components of price or quantity pf

e flow under study; they focus attention on the pattern in which the flow is
Ustributed over the population in question. Distributions based on fractile

ou a9 .
&oups therefore. facilitate the compilacion of measures or concentration, for
€ . .
Xemple Torentz curves or Gini ratios.

3. Defining class intervals in absolute terms

.

Y

Fo
gt " Purposes of studying ‘he size distribution of incomes, personal con-
Pelon, ete, during & given p

ephacs eriod and country, many national statisticians
~Pasize the use of clag

tlag S intervals defined in absolute terms. The number of
585 useq for this pur :

of th, Pose varies greatly, depending on the kind and purpose
¢ tabulatiopg

In most cases, 12 classes may be sufficient.
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86. The upper end and the lower end of these classifications should be, ang

ded. In the case of oth

usually are, open-en
vals vhich widen as income increases beceuse data on the relative, instead of tp,

absolute, differences in income are wanted. Also, for such purposes as estimatiy

the income elasticities of demand, the income span of each class should be wide

enough to include 3 number of household

er classes, most countries use inter.

s or individuals large enough to dampen
the effects of random variations in the data. The widening class intervals may

be defined by using intervals that are equal in logarithmic terms.

F. Classifications according to characteristics of individuals

1. The classifications

87. The classifications according to the characteristics of persons that are
recomzended in the table of Annex I relate to their place of residence, socio-
econonic class, age and sex, kind of economic activity and occupation and educa-
tional attainment. In addition, a nurﬁber ‘of countries have found it valuable to
use the ethnic or national origin of individuals in classifying statistics of the
d!stribution of incomes and expenditures. This classification is,/not shown in
the table because it is of little interest in the circumstances of some countries

and it is not practicable to define the categories of the classification inter-
nationally.

83. The distinctions between urban and rural areas and between socio-economic
classes are basic classifications of the complementary system. Tabulations of
the pertinent srries according to each of thesé classifications should reveal the
w::err.atic differences between individuals and between households in their ex-
:z"i::e:n:ninpz::ti:z Zl; tl‘: case of incomes, in respect of consumption and
vill also be valuable in 1d: “t]:ic’c? of consumption and.saving. These tabulations
8 country. Classificationg :f s tl'le disadvantaged and advantaged members o.f
statistics of .the complementary system in respect

of individuals and h
ouseholds according to the age and sex of the individuals and

of the household head
8, respectively, should serve some of the aforementioned
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salytical requirements. In addition, this scheme of clessification is wanted
:.or purposes of delineat‘ing the trends in experience and behaviour over s life~
yige. The kind of activity and occupation and the educational attainment of.~ih'-
jividuals and household heads are important in understanding their experience i

respect of income from production.

.

2. Socio-economic classes

§9. A standard internstional classification of socio-economic classes has not
jet been adopted. An interim classification for use in the European Population
Census Programme has been recommended by the Conference of European Statisticians.
Te classification that is proposed for purposes of the complementary system,

vhich is shown in table 2 below is based on the same principles as the classifi-
cation for the European population censuses. It, however, differs from the latter
classification in respect of certain details. Work on a standard internationa; :
classification of socio-economic classes is also being carried forward as part of

the prepération ‘of international guidelines on a system of demographic, manpower
tnd social statistics. \

%. Ciassifications of socio-economic classes, built from various combinations
of schemes of classification, such as main source of livelihood, employment
status, industrial attachment and occupation, and educational attainment, are
telng used in Population censuses and household surveys. Though it is theoreti-
“lly possible to devise a basic classification o1 sogio-economic class that is
tased on an independent sociological classification of the population, this has _
:::n::::a:zsl:e? dox:xe by any government. Another approach to building a socio-
{assification might be based on the weighted scaling of such character-

Lsticg .
as those mentioned above. This has been undertaken in a few instances
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Table 2. Classification of socio-economic classes
Major group Group

1. BEmployers and own-
account workers in
agriculture

2. Employers and own-
account workers out-
side agriculture

11.

2l.

2.

Employers ‘
Head of unincorporated enterprises classified
in major division 1 of the ISIC (Agriculture,
forestry, fishing and hunting) who have one o
more employees, not including feamily workers.J

111. Mainly own the land they cultivate
112. Mainly rent the land they cultivate

Own-aceount workers

Heads of unincorporated enterprises classified in
major division 1 of the ISIC (Agriculture, for-
estry, fishing and hunting) who have no employezs,
excluding family workers."?/, . Some countries may
wish to include employers with one or two employ-
ees in this, instead of the immediately preceding
category. .

111. Mainly own the land they cultivate
112. Mainly rent the land they cultivate

Members of agricultural producers' co-operatives
Members of producers' co-operatives classified In
major division 1 of the ISIC (Agriculture, forestry,
fishing and hunting). Persons working in the co-
operatives, who are not members but receive weges
and salaries only, are classified in major group
3 below.

Employers '

Heads of unincorporated enterprises classified in
major division 2 to 9 of the ISIC who have at
least one employee, not including family workers.

Own-account workers in the professional, techni-
cal, consulting and similar fields .
Own-account workers with occupations belonging to
major group 0f1 of the ISCO (Professional, tech-
nical and related services). Some countries may
wish to include employers in these occupations
who have one or two employees in this, instead of
the Immediately preceding, category. Employees

with similar occupations are classified in group
31 below.
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Classification of socio-economic classes (continued)

' M3-J or -gI’OUP

Group

L

3. Employees in agri-
culture

b Employees outside
agricultyure

23,

31.

L1,

Other own-account workers and members of pro-
ducers' co-operatives in non-agricultural acti-
vities

Heads of unincorporated enterprises classified in
major divisions 2 to 9 of the ISIC, except those
classified in class 22 above, who have no employ-
ees, not including family workers.2/ Some coun-
tries may wish to include employers in these cc-
tivities who have one or two employees in this
category instead of in group 21. Members of
producers' co-operatives outside agriculture are
included. Persons working in such co-operatives
who are not members, but receive wages and sal-
aries only, are classified in major group 3 below.

Employees in agriculture

Employees of establishments classified in major
division 1 of the ISIC who fall into major groups
0/1 (Professional, technical and related workers),
2 (Administrative and managerial workers) and 3
(Clerical and related workers) of the ISCO. - Also,
labourers, farm managers and supervisors of esta-
blishments who are classified to major group 6
(Agricultural, animal husbandry and forestry
workers, fishermen and hunters) of the ISCO and
labourers who fall into group 9-8 (Transport
equipment operators) of the ISCO.

Managers, supervisors and professional employees
Employees of establishments and public administra-
tion, classified in major divisions O/1 (Profes-
sional, technical and related workers, 2 (Admini-
strative and managerial workers), in groups 3-0
(Clerical supervisors), 3-1 (Government executive °
officials), 3-5 (Transport and communication
supervisors), 4-0 and 4-1 (Managers and working
proprietors, catering and lodging services, 5-2
(Housekeeping ard related service supervisors)
and 7-0 (Production supervisors and general fore-
men, and in minor group. 4-21 (Sales supervisors),
all of the ISCO.
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Table 2.

Classification o

f socio-economic classes (continued)

Major g

roup

Group

5.

Economically inactive

persons 14
households

ving in

k2.

k3.

uh‘

51.

Clerical, sales and service workers

Employecs of establishments and public admini-
stration classiried in major division 2 to 9 of
the ISIC who fall into major groups 3 (Clerical
and related workers), 4 (Sales workers) and 5
(service workers), of the ISCO excepting those
who belong to groups 3-0, 3-1, 35, 4.0, b-1,

5.0, 5-1 and 5-2 and minor group 4-21 of the ISCO,
who are classified in group 41 above.

Manual workers

Employees of establishments and public administra-
tion classified in major divisions 2-9 of the
1SIC, who fall into major groups 7 to 9 of the
IscO (Production and related workers), and (Trans-
port equipment operators and.labourers); except-
ing those belonging to group 7-0, who are included
in group 41 above.

Members of the armed forces

Persons who are members of the armed forces as &
regular occupation; and other persons who are in
the armed forces, either for the first time, for
training or on recall for a duration of at least
six months.

Ly,
Ly2,

Persons living from pensions, social assistance
benefits, etc. '

Persons in households, living mainly from old age,
superantuation, survivors, disability and inval-
idity or other pensions, scholarships, relief
payments, femily allowances or other benefits and
assistance paid by general government, co-opera-
tives, enterprises or institutions; and from sup-
port by another person or persons.

Officers
Others
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Table 2. Classification of socio-~economic c¢lasses (continued)

Major group Group
—_— 52. Persons living from property income
Persons in households, living mainly from inter-
est, dividends, royalties, life insurance bene-
fits, etc.
61 Persons living in institutions

§. Persons living in
institutions

Persons in institutions, such as hospitals or
homes for the care of the aged, the infirm, the
needy, orphans, the mentally ill, etc., who live
mainly on pensions, benefits or assistance pro-
vided by general government or enterprises or who
are supported directly by the institutions them-
selves; inmates of prisons. '

Y/ Te ISIC referred to in this table is set out in the International
Standard Industrial Classification of All Economic Activities, Series M,

No. 4, Rev. 2; Statistical Office of the United Nations, New York, 1968.
The ISCO referred to in this table is shown in International Standard
(lassification by Occupations, Revised 1968, International Labour Office,

Geneva.

g/ Fanily workers who work a minimum of one-third of the normal working time
are classified to the same socio-economic class as the owner of the enter-

prise in which they wvork.

The owner will usually be the head of the house-

hold of which the family workers are members.

i
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91. The classification set out in table 2 is based on a combination of classi.

fications of the main source of 1ivelihood,» .
occupation. The scheme consists of three levels of classification -~ six major

15 groups and in the case of each of th
15 used in order to separate the economi.

status, kind of economic activity apg

ree groups, TwO .subgroups. The
groups,
criterion of main source of liveiihcod .
cally active (major groups 1 through "). from the ecoromically inactive (major

groups 5 and 6). In the case of the economically active, a combination of status,

kind of activity and occupation i3 used i
ccnomically active draw distinctions in re-

n defining each socio-economic group.

The gajor groups in respect of tha e
gpect of their status and whether they are engaged in agricultural or non-

agricultural activities. Subgroups are provided in the case of employers and
own-account workers engaged in agriculture in order to distinguish tenants from
owners, and in the case of members of the armed forces 1q order +tA separate offi-
cers from soldiers. In the case of the econonically inactive, persons living in
households are separated from persons living in institutions at both' the major
greup and group levels of the classification. |

3. Clagsification of age

92. Account has been taken of the uses to which the classification should be

put and of natfonal practices in drswing up the classification: set out in table
3 below. .

Table 3. Classification of age

Below 15 years

15-15 years

20-24 years

25-29 years

30-39 years

40-49 years

50-54 years

55-59 years

60-G4 years

65 years and over - ‘
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;5. Both the last and the Tirst categories of the proposed classification are
open- .
system is relevant, of practically all of the persons included in each category

ended and are defined so that the situation, in so far as the complementary

vill be similar. The upper limit of the first category is defined in terms of

the probable age of entrance into the labour force and in terms of the categories
of age generally used in population censuses and other inquiries. The lower

limit of the last category has been set in terms of the age by which persons
nave usually retired from the labour force and in terms of national practices in
population inquiries. In the case of some developing countries, it may be

desirable to combine .the penultimate category of the classification with the

last category.

94. The categories of the classification in respect of ages 1§ through 29 re-
late to spans of five years as the s'ocia.l a.nd‘ economic arrangeﬁents, income and
consumption-saving behaviour of persons change significantly during this period.
For soméwha.t similar reasons, five-year class intervals are proposed in the casé
of ages 50 through €4. As marked changes in the social and economic situation
of persons between ages 30 and 50 are not too likely, class intervals of ten

years are provided.

4. Xind of economic activity and occupation

9. While the classifications of kind of economic activity and of occﬁpation
that are used in the complementary system should not contain too many categories,
they should of course draw the distinctions in respect of the economically active
that account for major differences in their primary incomes. In order to accom-
Plish this, it may be appropriate to use the divisions (two-digit categories) in
major divisions 1 through 6 and 9 and major divisions 7 and 8 in the
%€ of the ISIC ang the major groups (one-digit categories) of the rsc0.&/
\

Y For these classifications, see the International Standard Industrial Classi-

Ticati
%\“M All Economic Activities, op.cit.,and Internationsl Standard -

~=Ssification by Occupation, op.cit. _ -

the case of




IOV EN-S
Page 60

TIPS SO

5 Classification of educational attainment

o6 The prizary jncome of persons and the patterns of consumptipn and ‘saving -

style of life - of their households
At the same tinm
f educational attainment to be used in the

and tiemselves will vary with their level of

educational attcimment. e it is necessary to keep the number of

categories of the classification o

-omplezentary system to the essential minimuni and to base it on the draft inter-

national classification of UNESCO.7
et out in table 4 below.

These are the considerations that led to

the proposed classification s

mable 4. Classification of educztional attainment

Division Major group
1. Below first level of { 11. Persons without any formal education
education 12. Persons whe did not complete the first level ot
education
2. First level of 21. Primary school
education Persons who have completed: general primary edu-

cation, usually obligatory and lasting from
three to eight years Tor children between 6 and
15 years of age.

3. Second level of 31. Lower stage of second level of education
education Persons who -have completed middle schools, Jjunior
high schools, etc., which extend education at the
first level on a broader and more theoretical
basis, or schools which combine extension of gen-
eral education at the first level with teaching
of knowledge and skills useful in the commercial,
clerical, teaching, technical or agricultural
fields. Two to five years full-time attendance
required, or corresponding part-time attendance.

m 3 ] |
1/ . 926 I:ze::agonit (S;tandard Classification of Education (ISCED) presented i
1968 to an tpe roup convened by UNESCO. The final draft of the classi-
8 to be presented to an Expert Group in March 1972.
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Table 4. Classification of educational attainment

"—_;;;gion ’ Major group
—_ 32. Higher stage of second level of education

Persons who have completed lycées, senior high schools,
etc., which extend the teaching at the lower stage of
the second level by developing the understanding of
ideas and independent thinking of the students, or
schools which combine extension of the teaching at the
lower stage of the second level in general education
with work and study useful in the commercial, techni-
cal and teaching fields, for work in hospitals and
clinics, or in agriculture.

4, Third level of | 41. Non-ecademic third level education ;

education Persons who have completed teacher training schools
requiring from two to four years full-time attendance
upon completion of secondary education, and persons
with degrees from vocational schools developing special-
ized knowledge and skills in areas such as agriculture,
commerce or engineering with the aim of achieving
mastery of practice based on relevant theory.

42. First university degree or equivalent
Persons with & first degree from a university or simi-
lar institution, requiring three to seven years of
full-time study after completion of secondary education.

43, Post-graduate university degree or equivalent
Persons with a post-graduate degree from a university
or equivalent institution, requiring. one to three years
of full-time study after fulfilling the requirements
of the first degree.

——

9. The one-digit and two-digit categories of the UNESCO classification are used

intﬂﬂe2+above. As it is not feasible to propose that the two-digit categories

o be further divided into years of education completed, persons are to be

i:::z::e:::;m.‘ding to the stage of education that they have completed. This

s 15 o .elr classification is probably adequate as significant differ-
Bing capacity and life-style are likely to occur between persons who

have com
Pleted different stages of education. However, because it is important to

distinguish between
Yoze first-level edu

!duce.tion are to be

persons who have had no formal education and those who have
cation, persons who have not completed the first.level of

classified accordingly.
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jcations of’characteristics of hogseholds on;y

G, Classif

haracteristics of heads or other menm-
lassifications of the ¢
93. In addition to ¢

be £ households that are discussed above, it is necessary to have classifica-
rs ©

tions ot certain attributes of the h

tary system.
gelected data of the complemen .
e 4 members, is important for purposes of assessing their

ouseholds themselves for purposes of tabula-

The size of households, measured

as the number of househol
"real” level and style of living from data on their
The number of earners of income in a household is of course & factor in determin-

the level of the primary income and the distributed factor income of households

total income and consumption.

ing
1. Classification of size of households

99. In view of the purposes fo which the classification of size of household is
to be put; it should draw distinctions not only in respect of the number of persoi.
in the household but also in respect of the number of minors and adults that make
up the household. The proposed classification set out in table 5 is desinged to
draw both distinctions. It also takes national practices into account.

Table 5. Classification of household size

One member

Two members
One adult and one minor
Two adults

Three members
Two adults and one minor
One adult and two minors
Three adults '

Four menbers
Tvo adults and two minors

One adult and three minors
Other '

Five members

Tvo adults and three minors
Three adults and two minors

Four adults and onpe minor
Other

Six and more members
Two adults and four or more minors
Three adults and thr

€€ Or more minors
Four adults and two or more minors
Other
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the case of some countries it may be desirable to extend the classifications to
In

¢ix members and seven and more members.

100. It hes sometimes bgen suggested that the concept of standard consumption ,
nits should be used in order to measure the size of households. This approach to
the measurement is not suggestgd here, in view of the great difficulties of estaf’ ‘
plishing and applying the yardstick "standard consumption unit" for purposes of

the conplementary system. It would be necessary to set the standard requirements
in respect of all elements of consumption in the cese of males and females of

wrious ages, in the light of the prevailing patterns of consumption, and prices

ad to have data on at least the sex and age of each member of the housechold.

2. Classification of number of earners of income

101, The number of classes used in classifications of number of earners for pur-
poses of the statistics of the complementary system varies from country to country, |
depending on the composition of households and the extent to which wives and ado-
lescents participate in the labour force. The classifications should consist of
& least three or four categories, the last of which would relate to three or four

wd nore earners of income. The preceding categories-would then relate to one
Hrner, two earners s etc.

VII. DEFINITION AND CLASSIFICATION OF INCOMES

R. A number of considerations have entered into formulsting the definitions and
¢ s ' :
t:lSSificatlcms of the statistics of the complementary system that are given in

¢ fo

. Lowing sections of this paper. Attention has been devoted (i) to the uses’
wh
ich each of the Statistics should be put and the definitions and classifica-

tong i |
: .of the series in the MPS and SNA and (1i) to the practicabilities of using -
® Propogeq definiti

o taking all of ¢
definitions &re sugge

-~

ons and classifications and national practices. As a result
hese considerations into account, ideal and adjusted practical
sted in the case of some of the statistics of the system.

° MOre frequently when the series in'question are to be tabulated
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the characteristics of households or individuals in some detail

accordirg to :
abulated according to broad categorie

ta) than when the items ‘are ‘Fo be t
_ teristics in question (macro data). In the

gather certain elements of the ideal

(zicro da
of the classification of the charac

will be impracticable to

forcer case it
s and the possibilities of making estimates,

figures from & sample of household

using the figures that it is practical to collect and supplementary data from

other sources, are limited. In the latter case the feagsibilities of supplement-

ing the figures that are gathered from households with data from other sources,
{s mvch greater. It should also be noted that the recommended classifications

of certain statistics are designed to improve their co-ordination with the com-

parable series of the SNA and MPS.

A. Compensation of employees

1. The definition

a. General
103. For purposes of assessing the well-being of employees, their compensation
fron employment should be defined so that all their receipts which are of benefit
to them directly and individually as consumers should be included. From this
point of view, the employee compensation should cover (i) wages and salaries in cash
and in kind, (it) employers' contributions to social security schemes on account
of their employees and (iii) employers' contributions to-private pension, family
:io?::::; :l::l:?_e::d other casualty insurance, life insurance and similar schemes.
' nts of the compensation of employees are important means, it

the case of .
8 number of countries by which employees build up their rights to in-

cone maintena :
nce when retired, unemployed, ill, etc. When employers do not make

actual contribut

bey penstons :a::ns to private pension tunds, insurance premiums and the like but

to their emp;.oyeeslyiauowances ana/or unemployment, illness and accident benefits

to ceasure the » imputed contributions should be included in item (ii) in order
employees' accumuletion of rights to these payments
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Joh. The concept of compensation of employees is used in the SMA but not in the

MPS. .
o1y Employers ' contributions to private pension schemes and the like do not
0 . . )

The primary income of employees in the MPS relates to wages and salaries

occur in the case of the countries using the MPS; employers' contributions to

social security schemes are considered to be part of their gross profits (opera-

ting surplus) but are identified in the redistribution balances of the MPS.

105. While it is feasible to gather figures of wages and salaries directly from
households, this may not be so in the case of employers' contributions to social
sec'urity\schemes and, in particular, their contributions to private pension, fam-
‘ily allowance, insurance schemes. It may therefore be necessary to restrict the
micro data of household income and expenditure to wages and salaries even in the
case of countries using the SNA. 1In any case, it will not be feasible to include
imputation in respect of employers' contributions to private pension, insurance

and similar schemes in either micro or macro data when they do not actually make

such contributions.

b, Wages and salaries

106. Wages and salaries should cover all payments which employees receive in re-
spect of their work, whether in cash or in kind, and before deductions for their
oun contributions to social security, withholding 'ta.xes and the like. It should
include bayments such as commissions, tips and bonuses, cost of living and de.:ar-
ness allowahces, vacation, holiday, sick leave and other direct pay by the employ-
er for relatively short absences, and fees to members of boards of directors.\
Fayments in king cover food, housing and other commodities, whether produced in
the employers: business or purchased by him from others, which are provided to the
*ployee free of charge or at reduced prices. The value of military uniforms, but
“?t the value of free civilian work clothing, end the value of the housing of
o e g o b, s ¢ o
Teceiveq in king in g g .

in the case of household surveys, these payments are important

In the ¢
€ ¢ s PP . : : i cul j
. 8se of certain activities in most countries, in particular, the developing
untries
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and salaries given above is used in the SNMA but -

107. The definition of wages
he MPS tips and sick-

{n tbe MPS. In the case of 1
wages and salaries while the reimbursable travel and _other business expenses of

employees and royalty payme

leave pay are excluded from

nts to authors and inventors are included.

2. Scope and valuation of benefits in kind

108, The repumeration in kind which should be included in wages and salanes

covers only items which may be unambiguously alloca
This not only yields the figures wanted in mea-

ted to individual employees and

to their benefits as consumers.

suring personal consumption but also facilitates the collection of the data in

household surveys. Benefits accruing to employees from the health, recreational,

educational and similar facilities und workshop amemties which employers make
available to their employees collectlvely, are therefore excluded. The commodi-
ties that employers furnish free of charge or at reduced prices to their employees
should, in principle, be valued at cost to the employer. The cost is equivalent
to the money income which the enployee foregoes and the expenditure which the em-
ployer incurs and is e better approximation to the value of the: production ectually
embodied in the goods and services in duestion than is their retial price. How-
ever, there are practical reasons for valuing the goods and services at retail
prices when the wage and salary data are gathered through household sufveys3 and
all countries using the IPS and many countries using the SNA follow this practice.

t e :
: ta suggested that both forms of valuation should be used in the complementery
system.

3. Classification

109. Com .
scien p:::;.tion of employees should first be sub-divided into (i) wages and
’ employers® contributions to social security and similar gchemes and

(111) ezployers®
¢
ontributions to private pension, family allowance, insurance and

similar schemes,
Since national practices: vary with regard to the jnclusion of

data on renumeratio
n in kind, wages and salaries should in turn be sub- divided

into (1) vages and
selaries in cash and "(ii) wages and salaries in kind. The
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omnended ciassification of compensation of employees will furnish the basis for:
rec 4 :
Jioking the data of the complementary system to both the MPS and the SNA and far com-
i ‘

aring the statistics of the distribution of primary income of different countries.
P

B. Income of members of producers' co-operatives

110. The income of members of producgrs' co-operatives includes income in cash

and.in kind of the members of the co-operative, who participate in its management
and in the aistrioution of its profits (entrepreneurial income). The income of.
persons who work temporarily for the co-operatives is treated as wages and sala- ‘
ries. The income of members of producers' co-operatives is explicitly distinguish- -
ed in the MPS but not in the SNA. 1In the case of the SNA the income is part of the

entrepreneurial income of non-financial corporate and quasi-corporate enterprises.
C. Entrepreneurial income
1. Definition

111, The entrepreneurial income of households consists of (i) the net proceeds

of the unincorporated enterprises and (ii) the withdrawals by the owners of income
fron quasi-corporate enterprises. These withdrawals consist of the actual pay-
gents made to the owners out of the current receipﬁs of quasi-corporations, i.e.,
relatively large ordinary partnerships and sole proprietorships which have com-
Plete profit-and-loss and balance-sheet accounts on the financial assets and lia-‘

bilities, as well as the real assets, involved in the business.

2. The second form of entrepreneurial income listed above is not relevant in
the case of countries using the MPS. The first form of entrepreneurial income ‘
shoulq include an imputation in respect of net rents from owner-occupied dwellings
" this is income realrzed in kind, ana the net proceeds trom the.ownership of

Other Strl‘lctures and ot other kinds of unincorporateéd enterprises. The definition
fn the s ©f the entrepreneurial income from unincorporated enterprises includes
2l the foregoing elements. The MPS does not include imputations in respect of

the net ) .
¢ rent of owner-occupied dwellings and individuals may not own other types
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n the case"ot a number oI counpne's using the MPS. It is feasible

of structures i L )
t proceeds from other unincorpo-

to compile figures from the MPS concerning the ne

rated enterprises.
113. The net rents from structures and the net proceeds from:othér unincorporateq

enterprises is equivalent to’ the gross output of these units reduced by their

costs of operation and of the use of property- owned by other ' perséns ot :busi-
nesses. These elements of the computation of the entrepreneufial Incomes are dis:

cussed below.

2. (lassification

114. Entrepreneurial income is to be classified into (i) net rents from owner-
occupied dwellings, (ii) net rents frorh other structures, (iii) net proceeds from
other unincorporated enterprises, and (iv) withdrawals from quasi-corporate enter- |
prises. This classification greatly facilitates the analytical use of the figures
of entrepreneurial income and comparisons between countrie_s,uéing the SNA and
countries using the MPS. The classification also serves to distinguish series of
data that differ in the difficulties of collection &and in the reliability of

estimation.

3. Gross output

. 9% Scoge
115. The gross output of units is defined so.as to cover goods and services that

are produced (1) for the market, (ii) for provision to employees free of charge of
at reduced prices and (iii) for own account. All:items produced for the first tw
purposes are included in gross output. Prodiuction for own account includes all
goods for capital formation and items for purposes ‘of personal corsumption. Pro-
duction on own account for personal consumption covers (i) ‘211 products of agri-
culture, forestry, fishing, hunting and mining, the processing of primary commodi-
tles by the producers in order to make such goods as butter, cheese, flour, Wine
oil, cloth or furniture for their own use, {ii) the owner-occupancy- of dwellings

and (1
(111) the output of any other commodities for own consumption which are also
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quced for the market. The same scope 1s assigned to gross output in the SNA as
produ

t out above. As was noted earlier, data are not available from the MPS in
is s¢ '

der to compile complete figures in respect of owner-occupied dvellings.
or

b Valuntion

116, From the point of view of entrepreneurial income, production on own account
sounld be valued in terms of the cash alternative foregone. This means that, for
the producer, the value of income in kind should be considered equal to the cash
income that would be realized by the sale of these items at the producing unit.
0o the other hand, it may be argued that this approach to valuation results in
tnder-estimating the household consumption of goods and services produced on own
secount end 'fhat valuation at retail (consumers') prices is more appropriate.
Because of this and the greater availability of consumers' prices than producers'
prices, own-account .production is valued at retail prices in many surveys of the
distribution of income and expenditure in the case of countries using either the MPS or
the STA. However, the retail price includes the value of transport, distributive
wd other services which in fact are not embodied in cormodities originating from
om production. The aforementioned considerations lead to the recommendation that
e gross output on own account should be valued in both producers'and retail

L. Operating surplus

7. e reduction of gross output by the appropriate expenses in order to arrive

gt :
%Perating surplus often raises a number of difficulties because it is necessary

to »

('i;I) Séparate current outlays for household activities and for business purposes,
) fistings .

o 1stinguish capital from current business expenditure and (iii) make appro-
ale

Sstimates of the consumption of fixed capital.

18, e difficultie

ising the
i, SNA.  The rent paid by tenants. for farms may cover the farm land, farm
gs .
and equipment gng their dwelling; and there may be little basis for

Beparatin
g th .
et € three elements of the rent. The rent on farm buildings and equip-

S are especially great in the case of farms in countries

only sh :
ould be considered an expense in arriving at operating surplus. The
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ro land is to be treated as 2 payment for the use of property in

the rent of the dvelling

rent on the fa
the farn enterprise;
consurption of the farmer.

the full rent paid by the tenant farmer,
as a payment for the use of property. In the case

is to beincluded in the personal
In these circumstances, it may be necessary to treat

reduced by an imputation in respect of

the gross rent of the dwelling,
of owner-occupied farms, complications arise b

rent on the dwellings as part of gross output, t
outlays, and to geparate these outlays into those pertaining to the dwellings and

ecause of the need to impute gross

o distinguish current from capital

those relating to the farms.

5. Deductions from the operating surplus

119. In order to derive entrepre'neuri'al income, net payments of property income
in connexion with the unincorporated enterprises must be deducted from their oper-
ating surplus. The property income may, in the case of countries using the SN,
consist of interests, rents and royalties. Interest may be paid in respect of
funds borrowed for use in the business or the delayed settlement of trade credit;
interest may be received in respect of credit granted to consumers. Rents od
farm and other land utilized in the enterprise are also treated as property income

paid; royalties might be paid in respect of patents, copyrights or concessions.

120. In order to derive entrepreneurial income .of unincorporated enterprises,
interest paid on consumer debt must be separated from interest paid on property
utilized in the enterprises. In principle, any interest received from customers
because of late settlement of accounts should also be separated from other inter-
est received but this item is usually insignificant. 'Problems of subdividing
rents and royalties will not, in general, arise because theée' transactions relate
to the business in practically all cases.

D. Primary income

121. Pricary income 1s equivalent to the sum of compensation of employees and

entrepreneurial incore, and originates directly from the involvement of

the recipie )
pieats in the process of production as either employees or employers:
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the components from which primery income may be compiled are available in both the
¢

g5 and the SNA though the aggregate is defined differently in the MPS and is not
identified in the SNA. .

E. Property income
1. Definition

122, Property income consists of the actual receipts or payments resulting from _
the use by one economic agent of the financial assets, land and intangible assets,
such as copyrights and patents, that are owned by another economic agent. Types

of property income that are common in the case of households are interest received
and paid, dividends received and net rents and royalties received in respect of the
letting out -of land, copyrights and patents. Interest comprises actual receipts

in respect of such financial claims as savmg deposits, bonds and loans and actual
payments in respect of consumers' credit. Receipts of rents should, in principle,
relate to land only and be net of land taxes and maintenance expendi'ture in re-
spect of the land. It may be necessary in practice to treat as property income,
the rent on the buildings and equipment, es well as on the land, in the case of

the renting out of an entire farm and the rent received on land, including taxes

end maintenance costs.

125. Unlike the SNA, the definition of property income recommended above does not

Include imputations in respect of interest on the equity of households on life

insurance or Pension funds as it is impracticable to gather the information from .

households that 1g required to make these estimates. It may be feasible to make

the Imputation 1n the case of macro data. While difficulties will be encountered

iZIi::::ing information on the other elements of property income because of the
€ of respondents to provide the figures, they are important sources of

income
i in the case of certain groups of the population in all countries using the
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2, In relation to SNA and MPS

he case of countries using the MPS households do not receive dividends

124, Int
ventors are.classed as wages

or land rents and royalties received by authors and in
Data on the interest that-the population receives in respect of

and salarles. .
seholds in the case of these countries,

bank depcsits and bonds are gathered from hou

3, Classification

125. Property income is to be classified into (i) interest, (1i) dividends and
(111) .rents, royalties and the like. The classification is of interest both for
purposes of analysing the sources and distribution of property income and for

purposes of making comparisons between the countries using the SNA and the coun-

tries using the MPS.

F. Distributed factor income

126. This aggregate is the sum of the compensation of employees, the entrepre-
neurial income and net property income received by households. It shows the totz,xl

earnings of households and their share in the national income.
G. Current transfers
1. Definition

127. Current trensfers consist of certain contractual transfers and, for the most
part, of redistributive transfers. The contractual transfers relate to trans-
actions in casualty insurance and private pensions and annuities. The redistri-
butive transfers are non-contractual {unrequited) transfers which may be either

cozpulsory or voluntary and play the major role in the transactions from distributed
factor incore to available income.

a. Redistributive transfers

123. Households may receive current transfers of a non-contractual character fro¢
governzent agencies (for example,
ments), private non-

social security benefits, social assistance P&y

profit institutions (for example, fellowships or other cash

1
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ts) enterprises (for example, scholarships or other cash gra.nts), other resi{
rants/s

z ¢ and non-resident households (for example, gifts in cash and in kind, migrants!
2

remittances) . ;
ot of legal commitments of the government. The remainder of the non-contractual
¢

transfers received by households will be voluntary in character.

Many of the transfers received from government agencies will arise

current
129. Non-contractual current transfers received by households should, in princif
ple, include an imputed amount equal to the cost to government or a private non-
profit body of goods and services supplied to persons directly and individually by
hsinesses or other producers and paid for entirely, or in part, by the government
or the private non-profit.unit if the individuals receiving the goods and services
are free to select the producer which is to furnish them, and the terms on which
they are supplied. This situation arises when, for example, a government health
service fixes the maximum payment it will make in respect of medical treatment,

tut leaves the individual covered under the scheme free to choose the practitioner
fron whom to receive care and the terms on which the treatment is to be furnished.
fowever, it will in many instances, be impracticable to gather data on the cost to
the government, or the retail value, of the goods and services in question ditect-
ly from households. It may therefore be necessary to omit this element of the -
trrent transfers received from government or private non-profit bodies from the
tero data of the complementary system and perhaps even from the macro data. The
twrollary of this is that households receive current transfers from government or

rivate noh-profit bodies in the form of cash only.

0. e nost important non-contractual current transfers paid to general govern-
:iz:u::oil:u:ehold.s are direct texes and social security coptributions. The cor_x-

‘ “0 social security should include contributions made by employers on
;:i:eb::::: zf the concept of compensation of employees is used. If use is.made
Soglg incluie of wages and salaries only, the contributions to social securlts.r |
Cthey °°mpu130ronly the deductions for this purpose from those‘: vages and salaries. |

Y current transfers to government consist of fees (for example,

fer pa
88 or
Borts or court services, fines and penalties). Households also make
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non-contractual transfers to private non-profit institutions (for example, dues,

donations) and other resident and non-resident households. The payments to govern.
ment arise out of legal obligations, while the other transfers are almost always

voluntary.

b. Other current transfers )
131. Transacticns in respect of casualty insurance and private pensions and

annuities are to be treated as current contractual transfers between the house-

holds and the insurance companies or pensidn funds. The amounts that employers

actually contribute to such insurance or pensions on behalf of their employees

are to be included only if the flow "compensatioh of employees" is used.

132. While theoretically only the portion of the premium paid on casualty insur-
ance that represents the payment for the risk should be recorded as a current
transfer, it is not feasible to do so. It is therefore recommended that in the
complenmentary system, the total premium that households pay in respect of casualty
insurance should be recorded as a current transfer. All claims that households

receilve in respect of casueslty insurance are also to be recorded.

133. 1In theory, transactions in respect of private pension funds and annuities
should not be recorded-as.current transfers because {i) the household payments
consist of a service charge and an addition to saving and (ii) the household
receipts represent the drawing down of saving. However, the receipt of private
funded pensions or anfluities may, in some cases, be as important a source of the
finance of personal consumption as is the receipt of pensions from social security
schemesg and private unfunded schemes, which .in theory and practice, should be re

corded as redistributive transfers., Angd households consider all of these receipts

t .
0 be similar transactions, It is therefore proposed that the former types of

re .
ceipts should also be entered in the account on current transfers of the comple-

mentar
Y system. The corollary of this practice is to record the household pay=

zents of
contributions to pension funds, net of service charges, and of premiufs
85 current transfers. Because it may not b¢

rges in the case of the micro statistics of

on annuities, net of service charges
b

feagible to estimate thege fervice cha
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‘the cou;plementary system, it may be necessary to record the full amount of the
contributions and premiums that households pay. Further, if drawing dlStlnCtlons
petween annuity policies and other types of life insurance is difficult when
gathering data ‘n household surveys, it ‘sould be necessary to cover transactions-

in respect of all the policies with life insurance companies in current transfers.

2. Relationship to the SNA and MPS

a, SNA

15h.—-;here are a number of differences between the definitions of contractual
current transfers and redistributive transfers recommended above and those /in the
SHA.

135. Redistributive transfers are narrower in scope in the case of the comple-
mentary system than in the case of the SNA. Excepting gifts in kind between house-
holds, & number of transfers received by households which are not made in cash

end are covered in the SNA concept, are excluded. These transfers consist mainly
of the goods and services discussed in paragraph 129 above .that are financed, in
whole or in part, by government or private non-profit bodies but are acquired by
households from private producers. Other excluded redistributive transfers that
are included in the SNA definition are write-offs of household debts by the lenders®
ad migrants' goods. On the other hand, in the case of gifts in kind between
househo1ds, gifts made between resident households are covered in the definition
of the complementary system hut not that of the SNA. In the case of the SNA,

gifts in kind between resident aund non-resident households only are treated as
redistributive transfers.

136,
- The treatment of transactions in respect of casualty insurance, private
Penss
th‘ 1°ns and annnities in the complementary systems differs substantially from
at

in the gna,

) In the SNA, premiums on casualty insurance, net - of service
¢ &rges’ rot SI‘OSS

premiums, are recorded as current transfers ; and transactione

in respe
¢
Pect of Private {imideqd pensions and annuities are not considered to be

Mvvens o
'Lepy - .
Mletu. Alee, a conmtar chavgs o Lhe {mpmkakion in compensation of
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ezployees' or employers’ contributions in respect of the unfunded pensions, un-

erployment cozpensation and similar benefits, |
in the SNA but not in the complementary system.

is included among current transferg

b, S
137. As a result of ¢
the MPS, a number of the transactions included  in the current and redistributive

he institutiona.l arrangements in the countries which use

transfers of the complementary system do not take place. This is the case, for
example, for transactions in respect of (i) private pension funds, (ii) household
purchases of services and goods from private business or non-profit services that
are financed, in whole or in part, by government or different non-profit bodies
and (11i) transfers between households. Also, certain of the current and redis-
tributive transfers that are classified separately in the complementai‘y system,
are grouped together with other transactions in the balances and tables of the Mps.

3, Classification of redistributive transfers

138. 1In order to furnish the data required for purposes of analyzing the nature,
level and effects of the redistribution of incomes on the available income of
households, the current unrequited (non-contractual) transfers received and paid
by households should be classified according to type, purpose and source of origin

or destination. The recommended classifications are given in table 6 below.

139. The categories of type of unrequited transfers received and paid in table 6
below are to a great extent, those of the SNA.-GJ However, fees, fines and penal-
ties that househclds pay to government are included in "other current trahsfers"
instead of in a separate category; and the definition of the categories reflects

the differences between the complementary system and the SNA as discussed in
paragraph 135 above. )

8/ Sae table 7.1 "Classification a

indirect taxes nd subsidies” nd definition of unrequited transfers except

» A System of National Accounts, op. cit.
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Classification of current unrequited transfers

‘ 6.
Table received and paid by households

Type -of -transfer’

A. Received by households

1. Social security benefits
2. Social assistance grants
3, Unfunded employee welfare benefits
4. Other current transfers

B. Paid by households

1. Direct taxes

2. Social security contributions

3. Current transfers to private non-profit insti-
tutions

4, Other current transfers

Purpose of fhe transfer

A. Received by households

l. In respect of loss of income, job or accident:
&. 0ld age or disability
b. Loss of earner :
c. Accident, sickness or maternity:
d. Unemployment
e. ©Severance and lay-off compensation

2. In respect of additional expenses incurred:
a. Family allowances '
b. Medical and hospital expenses
c. Other

3. In respect of other purposes:
a. War bonuses and service grants
b. Scholarships and fellowships
C. Migrants' remittances
d. Other

B. Paid by households

&. Compulsory transfers to government, that is
direct taxes and fees, fines and penalties

b. Membership dues in unions, associations and
private non-profit institutions

¢. Donations of a current character to private
non-profit institutions

d. Migrants!' remittances

€. Other
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Table 6. Classification of current unreguited tran§fers
received and paid by households (continued)

Origin or destination of the transfer

1. Government .
2. Private non-profit {nstitutions serving households

3, Corporate and quasi-corporate enterprises
L. Other households

H. Available income and saving

140. The income available for personal consumption and saving is equivalent to

the sum of distributed factor income and net current transfers received, as de-
fined above. In order to arrive at an appropriate concept of saving, it is neces-
sary to deduct from available income, the sum of personal consumption,contributions’
net of service charges,reduced by benefits in the case of private pension funds

and premiums, net of service cherges, reduced by benefits in the case of annuity
policies. If all life-insurance transactions, not in annuity policies only, are.
recorded in the redistribution sub-account, it would,of course ba necessary to

take all the transactions into account in making the deduction.

1b1. The concept "Current receipts" covers all the households'receipts on the
{income and outlay account that have been discussed ebove. In the case of the
income of employees from their participation in production, wages and salaries

only are included in current receipts.

VIII. DEFINITION AND CIASSIFICATION OF CONSUMPTION

142. Two concepts of the final consumption of households are used in the comple-
mentary system - final consumption expenditure {personal consumption) and total
consumption of the population. The farmer corfcept concerns the purchases of goods
and services that hcusehclds firarce frem their available inccme. The latter con-
cept covers, in addition, the gcods ard services that government, private non-

profit bodies erd enterprises provide to households free, or at reduced charges,
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clez;rly of benefit to them as consumers. Data on total consumption is
‘.hich are | -

ble to data on personal consumption for purposes of comparing levels of
~refere .
rrei ‘betweeh countries which differ in their institutional arrangements.
living

A. Final consumption expenditure

1. Scoge

13, The final consumption expenditure of households covers all goods and services
pat they (1) purchase, (ii) produce on own account, including the services from
amer-cccupied dwellings, and (iii1) receive as income in kind for household, but

wt enterprise, use. In principle, service charges in respect of casualty insur- |
mce, pension funds and life insurance should be included in the personal consump-
tion. In practice, it will be impracticable to do so in the case of the g;irg.
tahnlations and perhaps the macro tabulations of the complementary system. This

is also the case in respect of the full cost of the consumers' goods and services
dscussed in paragraph 129 above. These are goods and services that households
uquire from private units and that are financed entirely or partially, by govern-
et or by private non-profit institutions. When the aforementioned flows are
tcluded from the concept of personal consumption, household purchases of consumers'
§0ods and services (item (1) above) is restricted to their cash outlays on these

§0ds and services. This should simplify the problems of gathering data on per-

$mal consumption from households, in particular, the difficulties of valuing the
flow,

i
. Mtention shoulg be called to the fact that when the service charges in re-
:z:g":iﬁn:o: funds and life insurance are not included in personal consumption,
e ver-stated by these amounts. This will not occur when the service
casullty
e fu)y Premium jip

*'mng
Mling data qp ay

lnsurance are excluded from final consumption expenditure as

Tespect of casnnlty insuvance has been treated as an outlay in

ailable income.
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2. Relationship to the SNA and MPS

145. Because of the exclusion of the items 1isted in paragraph 143 above, the

gcope of the concept "final consumption expenditure” will be narrower in the case
case of the SMA, The concept "personal

of the complerentary system than in the
does not cover household consumption of

consumption of material goods" of the MPS

gervices which are not embodied in goods.
the population is gdded to the personal consumption, the result approxim&tes’ the

data on final consumption expenditure i
falls short of the flow as defined in the complementary system, because the MPS

pect of the net rent of owner-occupied dwell-

When the purchases of these services by

n the complementary system. The result

does not include an imputation in res

ings. On the other hand, the difference between the complementary system and the
MPS is narrowed by the inclusion of reimbursed business travel in personal consump-

tion in the case of the MPS but not in the case of the complementary system.

3. Classification

146, For purposes of the complementary system, final consumption expenditure
ghould be classified so as to indicate (i) the object (purpose) of the outlays and
(11) the extent of the purchases of services and of goods of various durability.
It is proposed that the classifications recommended in the SNA should be used for
these purposes. It may be necessary to reduce the detail of classificatioh
according to object of expenditure to the two-digit level of the scheme of classi-
fication in the SNA.

B. Total consumption of the population

1. Scope
14T7. The concept of total consumption of the population that is proposed for the

complementary system is designed to cover the value of the goods and services that
government, non-profit institutions and enterprises furnish free, or at reduced
charges, which are clearly and primarily of benefit to the households as consumers:
In selecting the goods and services to be included in total consumption, it 1s
also necessary to take account of the difficulties of allocating their value a;mong
the various groups of households for vhom information is wanted.

9/ See table 6.1 and Aparagraphs 6.93 - 6.9s, op.cit

A System of National Accounts,
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me criteria set out in the preceding paragraph lead to the proposal that,
lw'h ﬁrst instance, the addition to personal consumption in order to derive
in the-

2l consumption of the population should cover the costs to government, private
$ot

profit institutions and enterprises of furnishing food, clothing, medical and
wohe ~

peslth ¢
to persons or households on an individual basis, free of charge, or at re-

are, welfare and educaticiial ccrvices, and recreational and cultural ser-
b

vices
fuced prices.
ud enterprises are to be excluded when these goods and services have already been

The employees of the government, private non-profit institutions

treated as income in kind. The goods and services in question are clearly of
berefit to the recipients; and are provided in a fashion that should meke it
feasible to élloca.te their cost in the case of the micro, as well as macro data
of the complementary system. They should be va.lued. at the net outlays of the
wganizationsproviding them, that is, the current costs incurred by the organiza-
tions reduced by the fees and other outlays paid by households in respect of the

gods and- services.

119, Total consumption should, in the first instance, also include certain sub-
lities for example in respect of housing and the acquisition of pharmaceutical
moducts. These subsidies are similar in object to the items of government con-
“mption expenditure that is proposed in paragraph 148 above should be included
inthe tota) consumpfion of the population. The inclusion of these subsidies
All assist in meking the concepts of total consumption invariant in respect of

liffe T .
rences in institutional arrangements among countries.

150, S
- Attentlon, in the second instance, should be given to the possibilities of
Rluding 5 .
st 178 in total consumption, the net outlays of government, private non-profit
nstituti . y

1008 and enterprises on recreational and cultural services which are made

baflab) .
e % the population or their employees on a collective basis. While it

¥t seen possible to all

s g ocate these outlays in terms of actual use in the

f the mj
. Mero data of the system, it may be feasible to make the allocation
case

of the 2acro data of the system. It -would no doubt be impossible to

1!‘.Clude
allocats .
cations in respect of the net outlays on community services that are
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of the economy, for exemple sanitary ser-

shared by households and other sectors
tal consumption in the case of the micro

vices, street 1lighting or roeds, in to

tabulations of the complexentary system.
other supporting gervices in respect of health, educational, recreational, cultur-

al end similar services should not be jncluded in total consumption. The connec-
tion between these outlays and the level of living of the population during a

Outlays on administration, research and

specific period of account is far from clear or direct.

2, Relationship to SNA and MPS

a. SNA

151. The concept of "total consumption of the population™ of the complementary
system is not used in the SNA. Data in respect of the flow would need to be compiled
from figures of the final consumption expenditures of households, government and
private non-profit 1nstitutions, each classified according to purpose (object)

and figures in respect of the cost of the intermediate and direct inputs of in-
dustries that are devoted to furnishing the services to households that should be
{ncluded in total consumption. The classification of the cost-structure of in-
dustries that is required for that purpose is not yet available in the SNA.

b. MPS

152. The concept "total consumption of the population"” is used in the MPS. Data
in respect of the concept of total consumption of the complementary system may be
approximated from the data called for in MPS. Special computations wouid be need-

ed in respect of the housing end similar subsidies of government: that are to be
dncluded in total consumption.

3. Classification

153. A classification of total consumption of the population according to object
1s needed in the complementary system.. The recommended classification in respect
of those parts of the household consumption which are added to by government pri-
vate non-profit institutions and enterprises, is given in table 7 below. The
classification is derived from the classifications of household goods and services
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| t purposes and private non-profit bodies' purposes of the SNA.I-Q/ The
n .

governme .
vers are taken from those schemes of classifications.
m

code nu

Table T Classification of total consumption of the population

——

A,

Final consumption expenditure of households, of which:

3. Gross rent, fuel and power

5, Medical care and health expenses

7.2 Entertainment, recreational and cultural services, excluding
restaurants, hotels and cafés

7.4 Education
B. Final consumption expenditure of government assigned to households

3.2 + 3.3 Education
4.2 + 4.3 Medical and other health services

5.2 Welfare services ,
7.1 Recreation and related cultural services
- 7.2 "Religion and services, n.e.c.

C. Subsidies paid by govermnment assigned to households

4.3 Individual health services
6.1 Current housing subsidies

D. Final consumption expenditure of private non-profit institutions
- assigned to households ' ’

2.  Education

3+ Medical and other health services

4. Welfare services

2+ Recreational and related cultural services
6. Religious organizations

Expenditure of enterprises assigned to households

3:2 %+ 3.3 Education
L.3 Medical and other health services
Welfare services

2+
2
1 Recreational and related cultural services

.\A

-\ £~

IX. DEFINITTON AND CLASSIFICATION OF ACCUMUIATION
Bh. por Purpose
of the dwellings

19/\\

See tap) '
es 6.1, 5.3 and 5.4, A System of National Accounts, op. cit.

s of analysing the well-being of households, in particular, owners’

they occupy and other unincorporated businesses, it is useful to
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ons and to examine the relationships between the internal anq

drav sharp distincti
d of meking investment. The important

external sources of financing investment .an |
ng in the case of all households ‘

internal sources of financing jnvestment are savi
and provisions for the consuption of fi-ed capital and net capital transfers in

the case of the households of owners of their

buginesses. The external source of finance 1
case of owners of dwellings and other

dwellings and other unincorporated ‘

s borrowing from other economic agents,

The internal source of investment in the
businesses is gross capital formation. Other households make investments by lend- ‘

ing their saving to other economic agents.

A. Internesl sources of finance and investment ‘

1. Saving ' ‘

155. The concept of saving in the complementary system has q.lready- been defined

in paregraph 140 above. Except for saving in the form of additions to their |
equity in pension funds and life insurance reserves, this flow reiates to fur;da
which are actually in the hands of, and under the immediate control of, households

for purposes of investment. ‘

156. The definition of saving is essentially the same in the case of the comple-
mentary system and in the SNA, In concept, the main difference between the two
definitions 1s the inclusion of imputed interest addéd to the equity of households
in respect of pension funds and life-insurance reserves in the case of the SMA but
not in the case of the complementary system. If in practice, however, tke income
of employees is restricted to their wages and salaries in the case of the comple-
mentary system, their saving would not include the contributions that their employ
ers may make to their equity in pension funds or life-insurance reserves. These
forms of saving are taken into account in the SNA. On the other hand, household
saving in the form of equity in these funds would be overstated as compared to
the SIMA if the service charges in respect of the pension funds and 1life insurance
is not included in their personal consumption. |
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7. The concept of saving is not used in the MPS; and because sharp distinctions
i :

are 0

ot drawn between capital and current transactions, it does not appear to be
sible io compile this flow directly from the MPS. However, saving may be

fes
spiled as the balancing item in the sub-account of the complementary system on
¢

the disposition of available income, which can be approximated from the trans-
setions of the MPS

2. Consumption of fixed capital

1$. This item should cover the provisions for the consumption of fixed capitai
in the case of unincorporated enterprises, including owner-occupied dwellings.
ldeally, the flow might be defined as in the SNA, but it will probably be heces-
sary to accept the sums that the owners record in respect of the provisions in
their books, income tax reports, etc. If such information is not readily avail- ‘
hle in the case of a number of uniricorpora.ted enterprises, it would be.best to .
use concepts of entrepreneurial income, ofthe aggregatesin respect of income and of '

swving that are gross of consumption of fixed capital for purposes of the comple-
rentary system.

1. The definition of consumption of fixed capital in the MPS differs from that
o the SMA mainly because the charges are based on the original cost .of the assets,
lnstead of on the replacement cost in the year of account. The provisions for
tonsumption of fiyeq capital that owners of unincorporated businesses in countries
Using the SNA record in their books will usually also be based on the original

Wit of the agsets. However, it is not clear whether, excepting dwellings, the
" tekes account of charges in respect of the consumption of fixed assets in the

8s :
e of indiv1dually owned enterprises.

3. Capital transfers

%, 1
+ Int . . ‘
traneg he case of households not possessing unincorporated enterprises, capital .
er .
i, :may consist of (i) payments of inheritance taxes and capital donations
va . .
€ non-profit bodies, (ii) reccipts of grants for damages incurred during

r, Noog :
S Or other calamities and (ii1) receipts and payments of legacies and
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migrants' transfers of capital. Households of owners of unincorporated businegseg

may, in addition, receive investment grants in respect of their businesses. C(Capi.
, ,

tal transfers are to be recorded on & net ba.SlS” intthe complementary system.

161. Government agencies or employers may make capital transfers to pension funds

in order to prevent the funds from becoming insolvent. Such transfers’ should be

treated as payments mad
equity of specific individuals in the pension. funds but are intended to make good

losses by the individual that would otherwise occur.

e directly to the pension funds as they do not add to the

162. Capital transfers are defined in the same way in the complementary system

and in the SNA. These transfers are not separately classified in the MPS.

4. Gross capital formation

163. In eddition to the gross fixed capital formation and increase in stocks of
unincorporated enterprises, gross capital formation is to include the net pur-

chases of land and, intangible assets that do not represent financial claims on
other economic agents. FExamples of tra.nsacﬁions in the intangible assets are
the purchase and sale of trademarks, the part of the sales '(purchase) value of &

business that consists of goodwill, the sale of a patent or‘copyright.

164. Gross fixed capital formation consists of the ontlays of households on re-
producible dureble goods which are to be added to the,fixeci assets of. the unin-
corporated enterprises that they own reduced by the sales of similar second-hand
and scrapped goods. The goods in Question should have & lifetime of use of & yeer
or more and exclude land, timber tracts, mineral depositsv anci the like ;5 they pay
be purchased or produced on own account. Included in the .outlé.ys are (i) expendi-
ture on capital repairs and improvements, that is the improvemerit and alteration
of the reproducible durable goods which significantly extend their expected life-
tine of use or productivity, (ii) expenditure on the reclamation and improvement
of land end the development and extension of timber tracts, mines, plantations,

orchard 343 s os
8 and vineyards and (iii) acquisitions of breeding stocks, draught animals

dai
ry cattle and the like. The preceding definition of gross fixed capital
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tion i8 jdentical with that of the SNA and essentially the same as that of

i NP5+

rpe increases in
ot should be taken to be the,differcnce between the level of stocks of mate-
800

‘ stocks of an uninccrporated enterprise during a period of
105+

sials, merchandlse and supplles, work-in-progress and finished goods at the begin-
irg end end of the period, both valued et tie approximate average price ruling
over the period. Purchesers' prices should be used in valuing the stocks of
aterials, merchandise and supplies that ere purchased; producers' prices should

be used in valuing other stocks. In practice, it will be necessary toc gather

figires of the wlve of stocks of purchased materials, merchandise and supplies and
of stocks of finished goods and merchendice for sale that are elther available

frm the records of the unincorporated business or in the absence of such records,
un be estimated by the owner of the unincorporated business. It may be feasible
for the agency that compiles the data on increases in stocks to adjust these

vlies approximately in the light of the estimated ratio of the average pr‘ices/

¢ the beginning and end of the period in question to the average prices prevail- °
Ing during the period. The resulting estimates would epproximate the working
kfinition of increases in stocks recommended in the SNA. They may also be con-

dstent, on the whole, with the practices followed in the countries using the MPS..

B. External sources of finance and investment

155- The external scurces of finance and investment consist of transactions 1in
fimneial claims - the incurrence of liabilities to other economic agenis and the
*Wisition of financial elaefms on other economic egents, respectively. The
E;:si::::lons of the SNA, but apparmtly not of the MP3S, are designed to segre-
ctions in financial claims from other ‘transactions and to distinguish

*tweey .
1 the various tyres of liabilities and financial assets in which tran.,actlons

S take Place.
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1. Classification

167. For purposes of the complementery system, the clgssification of financial

claims of the SNA may be considerably simplified because certain kinds of claims

are of little importance as external sources of finance or investment. The pro-

posed classification is set out in table 8 below.

1/

Table 8. Classification of the financial claims of households

Financial assets

1. Currency and transferable deposits (Category 8.2)

5. Other deposita (Category 8.3)

3. Bills end bonds (Categories 8.4 and 8.5)

L. Corporate cquity securities {Category 8.6)

5. Net equity on life insurance reserves (Part of Category 8.9)

6. Net equity on private pension funds (Part of Category 8.9)

7. Proprictors' net addition to the accumulation of quasi-corporate
enterprises (Category 8.10)

8. Trade credit and advances (Category 8.11)

9. Other financial assets (Categories 8.7, 8.8, 8.10, 8.12 and 8.13)

Liabilities

1. loans, including mortgages (Categories 9.7 and 9.8)
i. Consumer debt
it. Cwner-ocrupied dwelling debt
114, Other unincorporated enterprise debt
2. Trade credit and advances (Category 9.11)
i. Consumer debt ; ’
1i. Unincorporated enterprise debt
3. Other liabilities (9.12 and 9.13)

y The codes shown in parenthesis next to the entries in this table
indicate the corresponding categories of table 7.2 "Financial
assets and liabilities" of A System of National Accounts, op. cit.
Definitions of the categories are given in the table.

168. The distinctions drawn in the proposed classification are designed to sepé”
rate transactions in financial assets and liabilities for household purposes. IB

v .
lew of tle izpertance of transactions in respect of pension funds.afid life ingurance
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rves for studies of welfare, it is proposed that the net equity of households
erves . '

es :
r these funds and reserves be separated, one from the other.
in

169. Approximations to some of the categories of the classification set out in
table 8 are shown separately in the classification of transactions of the MPS.
for example, changes in holdings of cash, net increases in saving bank deposits
and purchases of bonds are distinct categories of transactions. Because of the

jnstitutional arrangements in countries using the MPS, some of the categories of
the proposed classification are not applicable. This is so, for example, in the
case of corporate equity securities, of net equity on private pension funds, of

proprietors' net additions to the accumulation of quasi-corporate enterprises and

perhaps of certain of the forms of loans.

2. Basis of recording

110, For purposes of the complementary system, it seems desirable to tabulate

data on the transactions in selected financial assets and liabilities on a gross
tasie, that is to show separate figures for the acquisition or incurrence and sale
or redemption of the financiel claims. For some households, the drawing down of
their equity in pension funds, life insurance reserves &nd quasi-corporate enter-

prises will be important in financing current expenditure while for other house-
bolds,

taving,

8dditions to these financial assets will represent important means of

‘ It also seems advantegecus to record transactions in bills, bonds and _
“rprate equity securities, and perhaps consumer debt, on a gross basis. In the
e of the Securities, this approach will make it possible to indicate realized
“itel gains on sales which may be a factor in spending-saving behaviour. In the

tase of
fonsumers’ debt, different households may be contracting and redeeming
“isuer gebt,

5+ Equity in pension funds and life insurance reserves

0L 1,
t
he case of the equities in pension funds and in life insurance reserves,

cept for interest accruing on these funds, already been
d outlay account. While it is not proposed that the

e
. transa.ctions have, ex
¢

Ordeq in the income ap
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rued interest be e.ccomxted for, it may be desireble to, estimate the adjustment
acc

for it that is required in the flgures of these. financial asséts when relating the

cocplerentary systen to the nation2) accounts. If the additions to the equity ip

the pension funds and life insuiance ree ;rves are overstat~d because the involveq

service charges have rot been included in personal conswsption, it would be useful

to adjust tne figures in the case of the macro data of the system.

4. Proprietors' net additions to the accumuletion of

quas i-corporste enterprises

172. Additions that the proprietors make to the investment of a quasi corporste
enterprise consist of funds for use by the enterprise in purchasing fixed assets,
sccunulating stocks, acquiring fincncial assets or liquidating liebilities. They
ray include fixed assets and securities thet the owners transfer to the capital
of a quasi-corporate unit. Withdrawals éonsist of funds that the proprietors take
from:the accumuleted retained soving end the reserves in respect of the consump-
tion of fixed capital of the quasi-corﬁoratc enterprise and frqm the proceeds of
the sale of its fixed and financial assets. The w;l.thdxfé.wals may also include
transfers of fixed assets, securities and other financial asséts from the business

to the proprietors as individuals.

5. Bills, bonds and securities

173. The rcceipts on the sale of bills, bonds and securities might be subdivided
into the cost of the sacurities on acquisition and the realized capital gain or

loss on the sale Purchsses of such ine’ruments should be recorded at cost of
acquisition.

X. TABLES OF THE COMPLEMENTARY SYSTEM

17h. This cection of vhe paper concerns the‘tabieé that might be prepared from

tke data of the complementary system. The suzgeqted +eble forms sre set out in

Arnex II and are discusced in this text.
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A. Purpose and organization of the tables

175, The tables in Annex II are des:.gned to suggest the ways in which the data of
the system might be presented in order to furnish basic information for purposes
of studies of the patterns in which incomes, consumption and saving are distribu-
ted among the population, of the well-being of various groups of the population
ad of some of the factors and of the circumstances underlying these, conditions.
Thes\e tables are not intendgd to be exhaustive presenfations of the data of the
system or to illustrate the analytical tables that are required in the case of
particular studies. In discussing the individual tables below alternative and
uditional ways of presenting the data covered will be indicated. Nor are many of
the tables designed to be tables for standardized international reporting of the

data of the system at an appropriate time in the future.

176. The table forms in Annex II are arranged in three main groups of.tabula.tions.
The table sets 1 through 6 summarize and correlate the maih aspects of the fo:'rma—‘
tion and use of incomes; they may eventually serve as the basis for 'internationa,i
reporting of data. The primary purpose of tables 1 through 3 is to link the date
of the complementary system with the data of the national accounts and balances H
these tables relate to the macro data of the system. The remaining summary tables
we designed to portray the main measures of the well-being of various socio-
*oromic and income classes and the patterns in which distributed factor and avail-
:fi::::m: aie distributed. The table sets 7 through 21 are intended to illus-
tasie inform:flz-fom classifications of the data of the system that will furnish
¢f incomeg and ttrieln respect of each Stage in the distribution and redistribution
tlasses of the o 1:_ use in the case of various socio-economic, income and other -
eount, g0, dlfzeiu ation. These will thus reveal some of the circumstances that
feld clasuflt:atlo:nces in their experience. Table sets 21 through 25 give two- .
igmdbprobe mOreZ of selected aggregates of the éomplementary system. .They are
eply into the factors underlying differences in income and

O'lsumpti :
on than do the preceding group of tables.
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B. The types of measures in the tables

177. A number of different measures are commonly used in tabulating data on the

distribution of income and expenditure.
the total value of a flow, the total number of households,etc. or in terms of
neasures of the central tendency of the item in questio
The unit of measurement used may be the household, each member

each income recipient of the household, or the person. Data

The data are often set out in terms of

n - arithmetic average,

medians or codes.

of the household,
on the total value of & flow, number of individuals, etc. are given either in the

form of ebsolute figures or percentage distributions.

178. In presenting the results of sample inquiries into income distribution and
related statistics, there are certain advantages in using measures of central
tendency and percentage distributions, instead of.absolute figures, in the case of
total values. Not only is the portrayal of the situation that the information is
designed to delineate more easily grasped but the expected sampling and erretic
response and compilation errors in the data that are presented are significantly re-
duced. The former edvantage is specially importent in the case of statistics of
the distribution of income, consumption, ete. since the emphasis is on information
concerning the relative circumstances of individual households and persons and
their share in given totals. On the other hand, figures of totals in absolute
values are more useful than percentage distributions or averages for purposes of
compiling the data differently than in the tables that are issued, for purposes of
regression analysis and for purposes of other manipulations of the data.

179. In thecase of the tables in Annex II, figures of the absolute value of flows of
income, consumption or saving are celled for primarily in tables 1 through 3, which
relate to the links between the macro data of the complementary system and the
:ational accounts and balances. In the case of the other tables prop;)sed, ex-
m:::::: ::: ia nade of ax.'ithmetic averages in respect of households, in respect of
ncome recipients of households and in respect of individuals. Two

types of ari
thmetic averages are used in the case of the members and income
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recipients of household_s_: one‘is a straightforward per capita figure; the other
;s on sverage of the per capita figure in the case 9f each household. The gse‘of
ye second type of average is, in a number of cases, preferable as it, unlike the
first type of average gives much weight to the circumstances of the particular
households to which the members and income recipients belong. This average situa- -
tion reflects to & great extent the circumstances of the household to which they
blong. However, the computation of the second type of average is more burdensome

than the computation of the first type of average.

180. Arithmetic averages are suggested in the tables because, unlike given

gedians or modes, they may be used in the summation, multiplication and other
computations of data. So that absolute values of the flows shown in each of the
suggested ﬁabl_esmay be computed and the significance of the arithmetic averages
shown in respect of each group of the population in question (that is in each

colum of the table) may be determined, the number of households or individuals in
the group is to be set out in the table. For purposes of analysing in respect of
households, tabulations of arithmetic averages or other measures in terms of the
tverage numbers of members and income recipients in each household, it is suggest-
* thet these averages should be shown when relevant, in the case of each group

of the population covered in the table. These averages may also be used to com-
Mte per capita figures from the averages for households. Because the consumption
of goods anq services by V&dults is different from that by minors, the average

nab
s of adults and of minors is alsc to be given.
C. Tables of a summary character

1. Tables 1 through 3

AS vas ings o/ e
- indicated above, tables 1 through 3 are tabulations/and are designed
Ineate t_he links between

"ationg)
ae
t counts ang balances.

|

11,

the figures of the complementary system and the
Table 1 is also intended to summarize the situa-
classes of a society in respect of the main steps ..

s. It calls for a somewhat more detailed

lon op
o the broag 8ocio-economie
e f, ;
Ormation and use of income
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sconomic dlasses than the compersble table of the SMA op

classification of socio- |
the sub-sectors of households; ang

outlay and capital transactlons of

e-arranges and summarizes transactions in the SNA table in order to focus atten-

tion on the main aggregates in respect of ‘income, consumptlon and saving. Tables

2 and 3 are devoted to delineating tne types,

of the current unreauited transfers received

-purposes and source or destinatjion
or paid by households; and consist of

rore detailed classifications of these transactions than those in the SNA or MpS,

The tables therefofe furnish valuable supplementary data to the national ‘accounts

and oalances for purposes of analysing the redistribution of incomes in so far asg
households are involved.

182. In view of the purposes served by the data suggested m tables % through 3,
the compilation of these tables should be ass:.gned a high order/ in tabulating the
data of the complementary system. In order to complle tables 1 through 3, it may
be necessary to supplement the micro statistics of the complementary system with
data from other sources. For example, figures of compensatlon of employees may
not be compiled as part of the micro statistics and the micro data on the various
income flows, personal and total’consumption /and the classifications of unrequited
current transfers may be deficient in certain respects. The basic data used in

making national accounting estimates may furnish the required supplementary data.

2. Table sets 4 through 6

183. Table sets 4 through 6 summarize the experience of moderately detailed
socio-economic and income classes of e society in the distribution and redistri-

bution of income, in the consumption of goods and services and in saving and
borrowing. ’

184, Table 4 may be used for such purposes as ‘comparing (i) the sources and
level of the incomes of the various socio-economic classes, (ii) the impact of
the redistritution of incomes on their distributed factor income and (iii) the

relative adequacy of their levels of living and the contribution made. to ‘these
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s by the free goods and services furnished by governmental and other bodies.
1eve LHE '

The table shou

of the population. ‘ |
e case of some countries, be valuable to compile & similar table in

1d be of value in identifying disadvantaged and advantaged groups

In view of the uses to which the data of table U may be put,”
it pay, in th
respect of the ethnic or national groups living in the urban and rural areas of
the country. | | '
185. Table sets 5 are focussed on information in respect of 'the pattern in which,.
sistributed factor income 1is distributed and the differences between the various
classes of the size of this aggregate in the formation of incomes and in cons{zmp-
tion and saving. The definition of the classes of size of distributed factor in-
cone in terms of _,fractile groups in table 5a makes it appropriate for inter-

temporal and 'inter-country comparisons of the patterns of the distribution of in-
come and consumption and the preparation of ratios of concentration and LorenZ
curves. For this purpose, it is necessary to have the total value of each flow
instead of the average value per household that is suggested in the table and it
wuld be desirable to use 12 categories instead of 10 categories. The definition
of the size of distributed factor income in terms of absolute values in table 5b,
toupled with the suggested data on earnings, on current receipts and available

income and on consumption and saving, will yield valuable information for purpoées
of dealing with policies and programmes in respect of incomes, taxation and govern-
zent expenditure.

8. Table sets 6 are primarily designed to throw light on the range in which

::id:h:n;eztive adequacy 1jzith which available income is distributed among house-

s i: correlatzj_-d differences in the way in which available income is

ﬁequacy . thconsmflptzlon ?.nd saving. Because of the emphasis on the relative

he assitiog e ?yallal.)le incomes of households in the tables, households are fo ‘
» either in fractile groups or in terms of intervals based on absolute

Velyes
s accords . i
rding to the size of their available income per member. However, 1n

Crder tq be able to se

trd e clearly the transition from one type of income to another

the shay
¢ of consumption and saving in available income, simple per capita
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figures not arithmetic averages of household per capita data, a.l.'e to be shown in
the body of the teble. 1f the distribution in respect of certain Tlows per member
of the households in & given size group of these tables is skewed, it would also be
desirable to compute the more complex arithmetic averages. When the averages are
computed from household samples, the sampling error in the estimates of the more
complex average would usvally be less than those of the simpler per capita
figures. When the more complex averages are used in the tables under discussion,
they will also be more suitable for purposes of -identifying, and measuring the

nurbers of disadvantaged households.

387. It should be evident from the discussion above that table sets 4 through 6
are designed to summarize the micro data of the system and to portray the basic
aspects of the distribution of incomes, consumptlon and saving and the well-being
of various groups of the population. These tables, or similar compllétlons,
should therefore be assigned the first order of priority in ta.bula.tlng the data of

the complementary system.
D. Tables on the major stages in the formation and.use of incomes

188. The table sets T through 21 are designed to furnish more detailed information
than i3 given in the summary tables conceérning each major stage in the formation
and use of income. In the case of each of the stages, the tables call for data.
fot only in respect of the distribution among, and circumstances of, various.groups
of the population but also in respect of some of the attributes of.the groups which
account for their different expericnces and behaviour.

1. Primury and distributed factor income

189. Table sets 7 through 4 furnish relatively detailed information on primary
incozes and distributed factor incomes. Tables 7, 8a and b; 12 and 14 concern
housenolds; tatles 8c and d and 9 through 11 relate to the experience of indivi-
dual income recicients and tables 13a and b refer to each job ‘of employees.
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s. Households
rables 7 and 8a and b are designed for purposes of investigating the extent
190

4o vhich differences between households Ain the number of income recip‘ie‘nts and
in the average annual rates of employee, entrepreneurial and property income per ‘
recipient, account for the households' differences in total receipts of these
incoes. In table 7, the households are classified according to socio-economic
class; table 4 is the comparable table on the total receipts of primary income

and distributed factor income. It would be useful to prepare a table in respect

of ethnic and national groups in urban and rural areas that is comparable to

table 7 if a table comparable to table 4 is compiled for them. In tables 8a and.

b, the classifications are according to fractile groups and size classes of distri-
tuted factor incomgrespectively; tables 5a and 5b, respectively, are the comparable
tables on total receipts of primary incomes and distributed factor income., In

order to show clearly the differences between the households in the level of each’
type of income per recipient, it is suggested that the average of the households'
receipts in respect of the given type of income per recipient, should be used in

the body of the table. In tables 8a and 8b, households are to be classified

tecording to their average receipts of distributed factor income per recipient.

19, Table 12 concerns the correlation between the number of earners.in a ﬁouse-
bold and the magnitude of its employee and entrepreneurial incomes. Table 14 deals
¥ith the entreprepeurial income, the saving end borrowing and capital formetion of
househo1ds headed by owners of unincorporated enterprises. The household heads

tre i3 .
tlassified according to broad socio-:conomic classes that indicate their major

divisi . X
ton of economjic activity and whether or not they have employees.

" Intividuays

R, 1
2 ables 8¢ and 4 portray the formation and distribution of the primary and
1str1buted factor i

it ficomes in the case of income recipients. The classes of size

Istrg . i
ibuted factop incomes are defined in terms of fractile groups and inter-

Ues. These tables are valuable in dealing with such -questions

nlg o absolyte val
%
the oncentratiop of in

come distributions, incomes policies and income taxes
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are assessed in respect of individuals. For purposes of incomes policy, it is

also useful to have a classification of the employee and entrepreneurial incomes

of individuals according to their major kind of economic activity.

193. The tabulation of the primary "{ncomes of earners according to their kind

of economic activity is wanted,

level of income with jndustrial conditions.
primarily for purposes of studying the way in which the employee, entrepreneurial

in addition, for -purposes of correlating their
Tables 9 through 11 are designed

and property incomes of income recipients vary with their characteristics. The
age and gex of persons engaged in agricultural and non-agrlcultural pursuits,
occupation and sex of income recipients and the educational attainment and sex

are dealt with in tables 9, 10 eand 11, respect:wely.

c. Job
194. Table set 13 concerns the patterns of the distribution of employee income

from each job (each position). These tabulations eliminate the distortion intro-
duced in the distributions of employee income where thef"empiogrejes are:the units
of observation because they may have more than one job. They therefore are
valuable in investigating the underlying factors in the distribution of efnployee
fincomes and in divising incomes policy. It would also be desirable to clzamssiﬁr

the employee income from each job according to occupation and kind of activity.

2. Available income, consumption and saving

195. Table sets 15 through 20 deal with the formation of the available income of
~various groups of households and their consumption and saving.  These tables are
of central importance for purposes of measuring their levels of living and their
means of financing consumption. Some of these tables also furnish detailed in-
formation on the extent to which, and the means of which, the redistribution of
incomes improves the distribution of consumption among the population.

a. Formation and definition of available income

196.
tf Teble sets 15 through 17 are focussed on the level of available income &nd
e
::,;/s in which it is formed and disposed of in the case of the various socio”
economic and available income size classes. Tables 15a and b furnish detailed
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these topics in the case of socio-economic. classes and supplement the ' .
on
e ation on their available income that is given in table L. Table sets 16

oTm ) . .
inj 1] are designed to supplement the information given on the distridbution of
an

grajleble income in tables
tile groups of available income complement table 6a; tables 16b and 17b,

6a and 6b. Tables 16a and 17a, where use is made of
frac .
Jhere use is made of size classes of available income defined in absolute values,
coplenerit table 6b. In the case of tables 16a and b, households are classified
scording to their total available income and the cells of the table contain the
average value per household in respect of each flow. In the case of tables 1l7a.
ad b, households are classified according to their available income per member
and the cells of the tables show the average of each households' value per member
in the case of each flow. As the relative adequacy of available income and of
personal consumption is a topic of major interest, it is important to tabulate

these data in terms of the value of flowsper household member.

b Consumption | .
I§. Table sets 18 snd 17 are devoted to exhibiting the levels and pattern, of

personal consumption and of total consumption in the case of the various socio-
economic classes and’ s_ize groups of available income. Tables 18a and b relate to
the Per‘sonal ‘and total consumption, respectively, of socio-economic claés'es;
table; 19a and 19b concern the personal consumptio.n of the classes of size of
Wellable income - fractile groups in 19a and intervals in terms of absolute
“h_le in 19b. As it is not practicable to allocate the contributions to total
consmtio'? made by government, private aon-profit enﬁerprises or enterprises
tong households classified according to size of available income, table set 19
z::a::;:zvzerzon&l consumption only. In view of the major interest, in data on’
e 18 ang 1; :quacy of personal tgtal consumption, the figures used in table

‘ elate to values per household member. The correlations between

® numd, ‘ ' i
g CT Bousehold members and the level and pattern of personal consumption
shown, 1p table 20. | | |
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3. Capital transactions

190. Table 21 is devoted to data on the nmagnitude and the sources and uses ot

capital funds in the case of the various socio-economic classes of the populatiop,

4. Orders of priority -

199. Different orders-of priority -of. development and tabulation should be assign-
ed to the tables discussed in this section of the paper. - The priorities suggesteq
below take into account the difficulties and work involved in gathering and com-
piling the data in question and the urgency of the reguirements:for the informa-

tion. Each country will of course need to set orders of priority in the light of

its own circumstances.

200. The second order of priority after that assigned to ‘summary tables 1 'through
6 should, in general, be given to the ta.biqs on the major steps in the formation
and use of incomes which directly supplement the- informatioh in the summary tables
and which furnish basic information in respect of individuals. The tables in-
volved are table sets 7 and 8 on distributed factor income and 15 through 17 on
available {ncome and personal consumption. The third order of priority might be
given to the table sets 18 and 19 on the levels and patterns of personal ,éa.nd total
consumption; the next order cf priority might be assigned to the table sets 9
through 12, which concern the characteristics of individuals.and households other
than soclo-ecopomic class or the size of income or consumption with which primary
and distributed factor incomes vary. Table set 13, where th.e; job is the statis-
tical unit in respect of the distribution of employee compensation, might be given
the fifth order of priority. Table 21 on ca.pifal transactibhs_ should_:be assigned
the lowest order of priority among the tabulations of the comp‘iementa.ry'system-
B. Two-fold classifications

201. Table set : byo-fold |
- 7Table sets 21 through 26 consist of/classifications of households or persor

according to size of each of their main aggregates of the o oﬁxplementary system and
anqther attribute. In the case of households, the tables deal with distributed

factor and available incomes and personal consumption. In the case of individusl



-
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{ncome recipients they deal with distributed factor incomes. These tables are
gesigned to furnish data for purposes of probing more deeply than the tables‘
discussed heretofore into some of the characteristics of households which account’
for the 'obse;rved distributions. The atiribute, socio-economic class, is used in
the case of both households and individual income recipients; number of income
recipients and number of members, as appropriate is employed in the case of house- .
holds. These tables might be given a fourth order of priority in tabulating the‘

date of the complementary system.
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