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I, INTRODUCTION

1. Orgem:l..'z.ation oi‘ the meet_i&g

l. The Working Group on Na.t:,onal Accounts met at aa.ntia,go, Chlle, from
30 October to 10 November 1967, under the joint auspices of the Economic
Conmission for Latin America (ECLA) and the United Nations Statistical
Officeo .

2, Participants. from Argen'blna, BOllVla, Ch:IJ.e, Colqmb:.a, Ecuador, . .
Guatemala, Mexico, Trinidad .end Tobago-and Venezuela attended the meeting.
Representatives of the Latin American Institute ‘,for_Ebonamic and Social
FPlanning and the Development -Centre of .the Organization for Economic
Co-operation and Development (CECD) also participated, and the Inter-
American Statistical Institute (ESI) » the Universidad de Chile and the
Universidad de Concepcién sent cbservers., The list of participants is
appended as anmmex I to this report. o ; "

3. The Group met as part of a world programme to consider recent
progress in the revision and extension of the United Nations System of
National Accounts (SNA), and will submit its views to the United Nations
Expert Group which is scheduled to meet in Paris in November 1967 and to
the fifteenth séssion of the Statdstical Commission to be held in New York
in February 1968, This was the second méeting of the Working Group.

The first was held in November 1965 to exsmine the axt_enéion and revision
of the SNA and its adaptation to conditions in.the Latin American 'comtries.y
Le - AL the opening meeﬁing, My, Manuel Balboa, Acting Executive Secretary
of ECILA, welcomed the participants on behalf of the Cormission and reviewed
the history of the Uﬁited Nations SNA which was first presented in 195_3;

In the early stages, it had been used as a basis.for devoting special
attention to economic analysis., In a second stage, which began at the

end of the fifties, countries began to use it to obtain information for
planning purposes as well; | ' ' -

y See Regort of the Working Groun on National Accountss Santiggog Chile
§=17 Nevember 1232 z§'7GNo12/740).
/5. Mr, Balboa
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5. Mr. Balboa stressed the advances that Latin America had made over
the past fifteen years in compiling and preparing national accounts. Basic
statistical services, however, had not developed and were still not
developing to the extent required by the region, particularly as regards
planning data., Latin America should cautiously but unhesitatingly support
the recommendations adopted at the international level, with a view to
extending the systems of national accounts for purposes of analysis in
depth of economic and social development problems and consolidation of
Planning systems., Xatin America would have a last opportunity of expressing
its views at the international meetings which would work out the details of
the new integrated system, |
6. The following officers were elected at the opening meeting:

Chairman: HMr, Luis Cossio, Bank of Mexico, Mexico

Vice-Chairman: Mr, Luis Torres, Central Bank of Ecuador, Ecuador

Rapporteur: Mr, Enea Avondoglio, Central Bark of Argentina, Argentina,

2. Agenda and documents

7« The following agenda was adopted at the opening meeting:
1. Opening meeting
2. Election of officers
3. Adoption of the agenda .
4s The revised system of national accounts and its adaptation to
Latin America, ) '
(a) Purposes, uses and structure, including input-output tables
(b) Definitions and classifications
(¢} Steandard accounts and tables
(d) Orders of priority
(e) Estimates at constant prices ‘
5 Sources of data and techniques for compiling national accounts
in Latin America
6. Discussion of the draft report
7« Closing meeting '
8. The list of background documents is appended as amnex II,
9. Statements at the closing meeting were made by the Director of the
Statistical Division and the Acting Executive Secretary on behalf of the
Commission, and Mr. Bernardo Ferrén and Mr. Luis Cossio on behalf of the

participants, /. SUMMARY
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IT. SUMMARY OF THE DISCUSSION

1,  The reviged sys tem of national accounts and :Lts '
. gag:atlon to Latin America .

(a) % useg and structure, mcluda.ng in;gut—ou Qut table
10, The Working Group noted the structure of the proposed new system, and

in particular the relationship betwsen the matrix and the a:counts and

tables, The new system includes three types of 'accomts. The number I
-accounts are the consolidated accounts for the natJ.on, which are comparable
to the accounts included in the existing SNA alt,hough less deta1_=d. The
II accounts refer to protuction, consmnp'blon expendltm a.ad cap:.u_al |
formation and the III accounts take care of finaneial ;cransajctions, and
include income and outlay and capital finance accomts, All 'ﬁhree main
_.accounts of the system can be derived from the mé.tri:'é'and ‘the II é.nd |

IIT accounts can be consolideted into the I accountse =~

11, The system contains two types of main tables, namely supportlng and
supplementary tables, The surperting tables represent a mr*bber deta.ilmg
of the categories included in the accounts, i.e., they refer to the
-sub-matrices which are implied within the main matrix, The supplementa.ry

. tables are meant to accommodate ‘information which cannot be derived from
the main accounts but which is still cons:.d’ered mportant enough i’or some
purposed 1o be included in the system,’

12, The adaptation of the system to developa.ng comtries mcludes a number
of- accounts and tables which cannot be derived from the ma.tr:.:x.., The
adaptation includes illustrative accounts for areas, for key segments

- and for the public sector, as well as a table for the supply ‘and use
of commodities where transactions are valued at market prices rather
than at basic values like in the main systems - -

13« There was general agreanent that the lay-out of the new system
represented in general an adequate sclution for the presenta.t:.on of
data and for socio-economic analysis, since it prov:.ded a more comple’c.e
basis than the existing ones The Working Group felt that documen'b
E/CN.3/356 ought to have included a chapter on reglonal accountlng which
is of considerable interest to the region, and expressed a wish tha.'b the

.Statistical Office should undertake a supplementa.ry study on the su;b,ject

in the near futurs. .
. /:ul-. AlSO,
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14, Also, the Working Group indicated that income distribution statistics
is a subject of great interest to the Latin American region., In this respect
the Group was informed that work is going on at the Statistical Office of
the United Nations on developing a system of income distritution statistics
which is supplementary to the new SNA, |

15, The Group also noted with interest that the Statistical Office is
working on recammendations for national and sectoral balance sheets, which
are supplementary to the main system, The Working Group noted with
considerable interest that the new system included tabulations which

could be used in arriving at input-output tables, both commnodity by
commodity and industry by industry, and‘that several bases of valuation
would be possible, - .

16, The Group placed particular emphasis on the need 4o define a stardard
nomenclature of the terms used in the system of accounts,

(b) Definitions and classifications

17. In describing the principles on which the classification of the
transactor units is based in ti:e revised system, it was pointed out that

in the production, consumption expenditure and capital formation accoumts,
attention is focused on economic agents as suppliers and users of goods and
services, As economic agents, the resident transactor units are divided
into industries, general government, private non-profit institutions and
households, Industries produce goods ard services for sale on the market;
general government and private non-profit institutions also produce goods
ard services, but consume most of their production on behalf of the
community; and households are in essence final consumers, since they neither
produce goods and services nor engage in capital formation.

18, A different statistical unit is selected for each of these cases.,

For industries, the units in the classification should be similar in
character, cost-structure and technology, and the establishment is the

most suitable. Enterprises should, therefore, be sub=divided into
establishments according to type of economic activity, GCeneral govermment
and private non-profit institutions should, in addition to the classification
by type of activity, include a classification of expenditure in accordance
with expenditure objectives, This pafticular c¢lassification should, however,

/e integrated
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be integrated mth the classification of wits by type of economic activity,
and both class:Li‘:Lcat:.ons should be brought into one-to-one correspondence

at the detailed level, : :

19, The supply of goods and servi_ce,s,srhox-nirdri; theée -acééwits comeé from
the gross output of resident wnits and imports, and is conswed by the
different units in intermediate or final form, Goods and services are .
classified as follows: (a) connnodities which are essentially marketed

goods and services, consisting ma:.rﬂ.y of the gross output of industries

and imports; and (b) other goods and services, which account for almost
all the output of general government and private non-profit institutions.
20, The Working lf%roup noted that the classification of transactions for
the use of the income and outlay and capital finance accounts of the

system Bii‘ft_ared from the clasgification in the case of production,
consumption expenditure and capital formation accowntss The unit of
observation used for the financial accounts.of necessity_he.d.. to be -

broader because the relevant statistical data were not available on

an establishment level like for the productlon accounts. The institu‘bional
sectors consist of non-financial corporate and quas;—corporate enterprlses,
ﬁnancn,al institutions, general government, private non~profit institutions
serving households and households including some unincorporated enterprises.
Enterprises for which separate balance sheets and profit and loss statements
do not exist are left in the household or government sector where they are
actually locateds There is a considerable sub-division of the institutional
sectors of the system except as far as private non-profit institutions.
serving. households are concerneds ‘ :

Q. The statistical wmit for classn‘ylng non-vf::.nanc,z.al corporate and
qumlfqorporate enterprises and financial institutions is the enterprise,
aﬁd the system includes a proposed enterprise~type classification of
type of activity which is derived from the establishment-type classification
of the ISIC, The Group noted that this clasgification is still in an
experimental stage and will be ii’inalized_afte_r the revision of the ISIC

is passed, which will probably be at the next session of the Statistical
Comnission in February 1968, A detailed description was given.of income
flows between institutional sectors which are included in the new system,

in particular, compensation of employees and operating surplus by

institutional sector of origin.
/ 22, The
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22,  The Working Group then discussed the following specific points
related to this subject.

The concept of production limits

23« After a long and detailed discussion during which the definition
in the present SNA, the definition proposed by the Latin American
Working Group at its 1965 meeting and the point of view put forward
in chapters V and VI of document E/CN,3/356 were examined at lengih,
most of the members of the group preferred to maintain the definition

recomnended by the Working Group in 1965, and expressed in the following
terms: "The Group decided to suggest thas, in principle, the concept of
production be expanded to include all the processing done by primary
producers and similar to that ‘effected by goods-producing enterprises
and generally forming the basis of transactions in a monetary economy".’g
The remaining participants preferred the recommendation put forward in
document, B/CN.3/356, but indicated that the processing of primary rroducts
should not be limited to the items listed in cha?ter VI of that do:uents
Treatment of the real estate industry

2. rThe main sul ject of discussion was on the proposal concerning the
real estate industry made in document E/CN.3/356. Host of the parlicipants
agreed:_t.hat the dofinition of a branch of activity that includes the
services rendered by establishments hiring out immovable property,
machinery or other reproducible fixed asssis weuld be disadvantagevus

in many ways for the analysis of production furnciions in the systens
Consequently, they believed that it would be best to maintain the same
type of coverage as in the present SNA, which only includes the services
attributable to the use of housing, by either owners or tenants, under
the ownership of dwellings industry. The rent for the use of buildings
which are not housing wnits or other assets is included in the operating
surplus of the industries using them, and depreciation' is calculated on
the basis of the property used in the process of production instead of
on the basis of property owned. This solution invelves the adoption of

2/  See E/CN.,12/740, para. 27.

/the same
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the same criterion for tables 7 and 16, of document E/CN.3/356, on gross
capital formation at current and constant prlces, in whlch capital
formation should be classified by the branch of actlv:n.ty of the users
rather than of the owners.

Income distribution

‘25« Both the theoretical and practical problems of income distribution
-accounting were discussed in detail... Some of the participants_-_described
their experience, and a statement on the subject was made by the ECLA
’ seégetariat. All 't;he_ participants said that they were anxiocus to know

how the item would be treated in the recommendations of the Statistical
Office, It was pointed out that the information should be full enough

to be used for the purposes of analysis by income levels, by socio-
economic groups, by occupational categories, by branches of activity

and by main geographical areas. Details should be given on expenditure

as well as on income., Both income and expenditure classified as iadicated
should be properly integrated with the corresponding flows of the system's
accounts and tables,

Problems relating to the analysis of the labour force

26, The proposed system of accounts and tables shows the aggregabe value
of compensation to wage—earners for industries, non-profit institutions
and general government. A similar critericn is followed in respect of
employment data. For each of these groups, empioyment is divided inte
total number of persons engaged and employees, both expressed in terms
of full-time man=year equivalents. The Group felt that, in view of the
particular importance of the problems of analysing the labour market

and their direct connexion with the process of economic and social
development, employment data should be presented at a lower level of
aggregation. It was agreed that the proposal made by the Group at its
previous session should be maintained., This proposal was for the
inclusion of a table on employment by occupational category and type

of economic¢ activity, The occupational. categories identified in table 1
are for purpOSes of illustration only and distinguish between-top—level
professionals and techn:l.czans, a.lrectors, executives, managers and senior

administrative personnel, other adm:m:LstratJ.ve personnel, production foremen

and supervisors; and skilled workers and other unspecified workers.
T /Table 1
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Table 1_

BMPLOYMENT BY OCCUPATIONAL c;.*wuony,ﬁ/ ACCORDIHG TO XIND OF ECONOMIC ACTIVITY

S
Kind of economie aotivity !‘ '§ ':E:a ',g ga .

4. =3 ESiEE .

o BB LSEY |53

Amaa tgmm%“' 3& o

Condensed 1ist More detetled Lot | & |EF g 1’32% 2830 128 | 3 =-§§

e Eipe GRS L) = oo

SR INTIER

(1) (2) G| 3 T (60 116 | (7) [ (8) 1 (9

45 in table 10 b/

g/ This slassifiestion by ccoupation iz for purposes .of 1llustretion anly, the finel version to be desigmed
by the United Nations Statistiocal Offige.

b/ The elassification would shange 1P ths prepesal put forward in paregrephs 35.40 of the present report
15 adopted.

/Problems relating
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Problems relating to information on capltal and depreclat:;.on

27. Capital can be measured in ‘two ways: e:r.t.her in teérms of 1ts

productive capacity or in terms o:E' its Geonofric value. ‘For the purposes

of an accounting system, the first emalls a part...cular system of
deprecn.atlon, in which the total value of the good is deducted :Ln the

last year of its economic life, In the second case, cap:.tal consumptlon ,
allowances. are deducted at regular :mtervals in ‘an amount representing

the value of the use or wear of the caplt.al durlng the accomt:mg perlod.
28y The system adopted in document’ E/CN.3/356 is that of recording the '
economic value of the capital goods and not ‘their productlve capa.city.

The integration of the balance-_sheet tables and the consequen't. problems

of defining wealth make it imperative to adopt this solution,” How_éx}er;

as is also pointed out in document E/CN.3/356, in many cases, particularly
in planning activities; it is also necessary +to” know the -6'i-igih'al value of
the reproducible tangible assets, adjusted, where necessary for withdrawalse
After a detailed discussion of this subject; some parbicxpants suggested
that, without modifying the system, & supplementary table should be J.ncluded,
showing the valus of withdrawals of ca.pztal made every yea.r, and that this
aspect should be taken 1nto consideration when fomulatlng t.he recoimendations
en balance sheets, ‘

-~ Capital formation

29, The discussion focused on the classification and definition of goods
included ‘in the concep'b of cap:n.tal formation, ~After a full exchange of
views, it was decided hot to include éducation costs as part of capital
formation in the economy, because such ‘treatmént would involve defining
the capital stock a‘.ppiying to human r'ésourcés; which lay outside the
sphere of purely economit considerations, Moreovef, it would mean adopting

'a criterion which would also be applicable to other types of expenditure

affecting the productivity of human Tesources, such as hedlth and in some
cases nutrition, It was agreed to present ‘household expenditure on
education in 'a specz.al category in the condensed- llst oi‘ conswnptlon
expenditure glven in table 6 ' ' ' S

/30, "In
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30, In considering the inclusion of durable consumer goods in the

concept of gross fixed investment, some participants suggested that

motor vehicles migh£ be considered, as plentiful statistical data were
available for them. They could be given the same treatment as housing,
which would solve the problems arising not only when producers purchased
second=hand goods from families but also when families effected purchases
with instalment payments. Most of the participents rejected the proposal,
regarding it merely as a change in the existing conventional limit, which
would extend the concept of economie production and broaden the area of
imputations, The Group accordingly accepted the treatment of durable
consumer goods proposed in document E/CN,3/356, but stressed that the
classifications of household consumption should be clearly identified.

31, The participants discussed specific points conceming the
classification of gross capital formation. It was agreed that the costs
involved in developing plantations should be treated as the Group had
suggested in 1965+ as jncreases in inventories instead of fixed capital
formation. That meant including the concept in table 2, chapter VI, of
document E/(N,3/556 and treating it in the same way as other work in process.
32, Some participants felt that military constructions should be included
in gross capital formation, since many of them were included in the production
of productive goods and services; which were essentially no different from
productive goods and services stenming from ordinary economic activitiesa
33+ There was no agreement within the Group that capital repairs should
be more precisely defined. However, it was agreed that such costs should
be separated in the capital formation tables 7 and 16 in the basic document,
and that the consequences of that treatment should be further studied.

34 Most of the Group considered that, conceptually speaking, art objects
could be included in capital formation, although it expressed some concern
at the impact of the market value of this type of goods. |

Production and capital fomation sccounts by institutional sectors

35. The Working Group analysed the links that would exist between
accounts II and IIT in the proposed system after the regrouping of

the items on compensation of employees and operating surplus. Taking

3/  E/Q.02/740, para. 36,
/into account
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into ‘account the mode of application of economic policy, and that, from
the accounting standpoint, the surplus is & residual valus, it was
considered necessary :'to establish production accounts by institutional
sectors, to be done by presenting for each sector a table itemized in

the same way as table 1, As regards the classification by econcmic
activity within each institutional sector, there was no ccisensus on

. the degree of disaggregation, but the members of the Groupr agresd on

the advisability of malking such a classification in keeping with each
country®s requirements and supply of information. The Group also
considered that it weuld be useful to have a capital formation account

ty economic activities and institutional sectors. The former would

. record investment according to the use made of the prope Ly aﬁd the
latter according to the nature of the property‘. -
Administrative and similar expenditures

3fs The Group then exeminad the proposal made in document E/CN,3/356 to
allocate outlays on central activities and services which were not clearly
-1linksd to ons establishment, in proportion to value added, Thls method
would te used in preference to other indicators. The majority of the
Group were in agreement with this proposal on the grounds that the
indicators reviewed in the document, seemed to differ relatively little

in practice, One partlclpan’o congidered that the method in question
should te employed only if the allocations for depreciation in value

added related to the use of ‘the fixed assets, |
Llassification of economic activities

37. The Working Group then discussed the criteria on which the .
classification of economic activities should be based. Docmnent_EfCNeB/BSG
dealt with the problem by separating production by industries for sale in
the market from the output produced and consumed by the genefél government
and - private non-profit institutions respectively. The kind of economic

activity would then be considered in each of those categories. During
the discussion, the Working Group recalled that at its previbus cession,
it had upheld the concept that the government, in its branches of public
administration and defence, was a producing as well as a consuming unit,
and noted with satisfaction that that concept had been included in the

/new proposal.



E/oM,12/801
Yege 12

new proposal, However, the Group was not in favour of the classification
on the grounds that it was unclear since it brought in aspects that should
be excluded from a breakdown by institutional sectors.

38, It was pointed out that the suggested classification was mainly
according to the way in which production was channelled by the market
mechanisms, Hance, it did not show clearly which type of activity was
carried on in the production process as a whole, and led to confusion

in classifying certain establisiments. In document E/CN.3/356, it was
argued that ancillary government bodies with inputs and processes similar
to those of private activities, such as printing works, repalr shops, etca.,
should be regaided as industries although they did not ssil to the market
as a goneral rule, It was also established that government services should
include schools, hospitals and so forth provided that their rates did not
"approximately! cover their costs, The problem of determining the functions
of a government was thus tuznitly raised, since the possibility of similarities
betwson specific government services and those rendered by private
instititions was not taken inun account, The group generally agreed that
it wouwid be inadvinable to leave it to the discretion of each country to
determine the exact implications of the term "approximately". BEven if it
were defined more precisely, the classification would be subject to
circumstantial changes that would entail explanations of the eniries

for each yeare

2%. After a lengthy examination and exchangs of viei.rs, most of the
participants concluded that the main criterion adopted for the
classification of activities should be the economic good mainly

produced, with the establishment as ithe statistical unit of chservation.
Some of the participants argued that it would be necessary to divide,
within each activity, the wnits that operated in the market from cwn-
account consumption units, For that purpose, the government and non—
profit making institutions should be taken into account as well as
householids of primary producers consuming their output themselvez, The
latter are classified as industries in document B/CN.3/356e

/40. One
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40, One participant said that the tenor of the document presented by
the Statistical Office should be maintained, stressing that since it was
necessary to determine priorities for the analysis, it would be better
to present in the first instance the classification of production by
institutions. ’ a

41, Tsdle 2 shows that the éffects of the changes proposed by the
majority of the Working Group would not affect the basic siructure of
the system expounded in document E/CN.3/356 or reduce the information
it contained; on the contrary, they would make it possiblé to organize
the data and present them more consisfe:itly, As may be seen in the
table, the colums for each activity would show the total for each
group of homogeneous goods produced by similar processes, while the
ceriterion upheld in the basic document would be maintained in the rows
for each activity, showing what proportion of production was marketed
and what proportion was destined for om-alccount consumption.

42, It should be made clear that in input-output analysis the fact that
the mvroposed divisions in table 8 of document E/CN.3/356 are cemsolidated
under each economic activity does not mean a reduction in the information.
The data covered by the system and the very production account for
institutional sectors suggested by the Working Group mzke it possible

to reclassify the cost components for the purpose, or to present any
other secondary classification, as for example in public and private
sector or by size of establishment, etc. |

Classification by institutional sector

43, It was agreed that the dividing-~line between quasi~corporations -
and other unincorporated enterprises should depend exclusively on the
existence of balance~sheet accounts {chapter V, para. 49) instead of

on additional factors such as size of establishment or scale of market
operations, which would be incompatible with the basic approach of
distinguishing between the wealth of persons as individuals and their
activities as producers, for financing purposes.

/Table 2
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Table 2
AN ILLUSTRATYC OF THE FPROPOSED CLASSIFICATICN OF ECOHOMIC ACTIVITIES
f] 1 ST
! ! BeeoBosalz | 13.18.11% 20 21...22..,23% 2Huae 250026 | 27
Commodities | Agricultural commodities a/ 5 40
{including :
commodity | Edueatien servicss 8 20/
taxes) .
iz
Agriculture, etc. 13 155 15
]
Activitleg | L oieation 2§ 0 % 5
Public administration H
and defance i7 10
]
an
Food, ete, 21
Housshold .
expenditure =2
on goods end N
servrloos Services {including .
educatlon) 23
General Publio a.dmi;\istra.tion
government and defence 24
e¥penditure | Bducetlon 25
Ly uge o6 )
Expenditurs
of i
31;;“2;1!:;;'_% All wurposes
{ingsitutions | (including education) 27
gerving
hougehol ds
L ] L)
- *
* L]
hd .
Total 70 50 10

8/ Other unspecified uses of agrioultursl commoditiss are equivalent to a wnlue o production of 25

JEXPLARATION OF
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EXPLANATION OF THE IILUSTRATIVE EXAMFLE

1, Colum 17 shows the proqmta.on of the activity public administration
and gegenc

Row 17, colwm 24, shows own—account comsumption of the government
for publiec administration and defence PUXposSesa

2n Colum 16 shows the ,ntal value of the production of education
services.

Row 16 shows: - _
(2) in intersection with colum 8, thz services produced by units
which sell. in the market (mainly private unitcj;
{v) - in intersection with colum 25, the services produced and
consumed by the government itse]_f' :
(2} in intersection with colum 27, the services produced and
consumed by the privats non-proflt institutions serving householdse
The intersection betwoen row 8 and colum 23 shows the education
services bought in the ’-l..r'ke'b by households,
3o Golumm 13 shews the total value of producticn of agricviviire, etce
Row 13 shows? _
{(a) in the intersection with column 53 marketed agricultural pmductlon,
(b) in the intersection with columm 21, agricultural production for
own consumption by households. }
Rew 5 shows, in the intersection with column 2Ly the agricultural
products for household econsumption whiech are purchased in the market,
The use of the rest of the marketed agricultural production is not
shown in the example,

Note: . The registration of ownwaccount agricultural production in this
example is a variant of that sugges"bed'.in document E/CN.3/356,
It directly divides production iﬁto i_tsutm main channels: namely,
production for the markst and om—accbqr_ﬁ;, productione.

/Indirect. import
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. Indirect import taxes
Lhe In document E/CN.3/356 it was proposed that indirect taxes on
imports should be entered as a separate item under the head of value

added for each sector, Some participants explained that in {two

countries of the region the prastice was to include them in the gross
output &nd indirect haxes of the trade sector; so that the value added

at factor cost remained the same, The Group proposcd that the system

as currently practiced should be adopted. Some participents expressed
concern about the effects of extending it to cover other expenditure
which might be directly linked to the import trade besides indirect taxes.
Glasgification of direet taxes and current transfers by households

45  lost of the Group agreed that this distinction should be eliminated,
since in practice it created problems in connexion with 2 number of

transactions between households and the general government, IV was
proposed that there should be a single entry called current traasfers,
and that the respective disaggregations, including income tax, social
security payments and those relating to the analysis of consuuption,
should be made within that classification,

Balance of payments

L6, In its discussion of the concepts and definitions relating to
balance-of-payments accoumting, the Working CGroup expressed the view
that the balance-of-payments manual should be brought into line with

the new integrated system of national accounts, in order to avoid any
discrepancy between the two,

k7. In discussing the concept of territory, the Group'agreed that it
should be made clear that the oil rigs referred to in paragraph 11l of
chapter V of the basic document were rigs used in international waters, .
With regard to buildings acquired by embassies and classified as exports,
it was made clear that the calculation related to the total value of the
construction and not to inputs and value added separately. The Group
also expressed its view that current transfers should be dealt with
separately from capital transfers.

/Treatment of
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Ireatment, of bank services

48, The Working Group next considered the mputatlon of bank service
charges,_and endorsed the proposal adopted at its previous meeting to
maintain the present treatment, and extend it by allocating bank service
chaz-ges $6 borrowerss '

. 3-59: |

49, The Group dealt in d°l:a.11 with the transfer of second=-hand goods
from consumer to producer unitse Document E/CN,3/356 cites the example
of the transfer of a construction from military to civil use, and

suggeshs solving the problem by increasing investment and decreasing
ihtermedi___ate consumption in the appropriate year.

50. A.mé.jority of the 'Group was in agreement with a proposal to.
establish a f\:’.__cfitious‘_accpmt of "used goods", whose income, considered
similar to trensfers, would be transferred to the consumers,. This would
enable the supply of used goods to be added to the supply of goods - -
‘st.e;'ming frem domestic production and imports, thus avoiding the creation
of vslue added end iﬁcrea.si.n_g “he disposable income of households and
their savings potential, .

51, _Some members of the Group considered that in the case of durable
geo'ds, pa.rticula.ﬂy automobiles, purchases should be shown separately

for each pericd in an account entitled "accumulation of durable consumer
goods", imputing in each year the part which is considered to be actually
ccnsﬁmed, and applyingz a similar treatment to the calculation of
depreciation. . The majority of the Group was in agreement with the

current presentation, which identifies these.goods under total consumption
‘oi‘ héuseholds, as shown in para. 30 of this reporte. '
Capital finance accounts ‘ o

52, In d::.scussmg these accounts, as the last topic under .agenda

 item 4 (b), stress was laid on.their importance for economic analysis

._ and for short~term problems in particular, The participants endorsed -
the proposals made, and pointed out that it would be advisable for the
ciassi'i‘icat‘ion_’pf,fingn-c:i-.al values to make a distinction between mortgages

~and long~term credits with an obligation to repurchases

/(c) Standard
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(c) Stendard accounts and tables

53+ The discussions on this item centred on the accounts and tables
proposed for the adaptation of the full system to the developing cowmtriess
The proposals made in the relevant chapter of document E/CN.3/355 were
considered by the Group to be very interesting, It was agreed, however,

that the conceptual aspects of the proposals should be dealt wit: in

greater detail, particularily when they related to accounts for specific
areass

The publie sector

S54e Jn discussing the problems relating to public~sector accounts and
tables, the participants noted that in the chapter of the basic document
dealing with the adaptation of the full systum to the devsloping countries

2 set of accounts for the public sector as a whole was presenteds Such

an approach, however, was not in line with the opinions of the Working

Group; which felt that in view of the significance of the pubii: sector's
transactions in all national economies, its activities should bs incorporated
within the general system, Furthermore, the participants agrsod that the
consolidated presentation of public-sector activities as a whols solved

only certain over—all information problems, and provided no means of
analysing, for example, the behaviour of public enterprises in the field

of prodﬁction, i _ '

55« In the same context, the Working Group endorsed the proposals for

the treatment of public—sector activities in systems of national accounts
put forward in the ECIA secretariat document ST/ECLA/Conf.28/L.4. According
to that paper, one way of overcoming the difficulties relating to information
on the public sector and on particular groups of its component institutions, -
within the system of national accounts and supporting tables, would be to
add tables on public enterprises to the set of accounts and tables appearing
in document E/CN.3/356, chapter VIII, The tables in question are presented
in amex ITI, and fall into two groups, The first comprises Nos. 1~-B, 7-B,
9-B, 10~B, 16-B and 20-B, which it is suggested should be taken as supporting
tables, The second is formed by tables 3=B and 12-B, which should be regarded
as supplementarye. The presentation of these B tables is purely illustrative,

/In many
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In many instances only slight changes will need to be introduced in the

design of the originsl tables, as in the cagse of table 20-B, The data

they fumish, in conjunction with the general ‘government accounts and

tables in the proposed system, give a clear‘and detailed picture of the

operaticn of the pﬁ’oiic sector and its major components -~ general

-&overment and public enterprises -, and of particular suodivisions

cf thess,

(¢}  Orders of priority

56, .The question of prioritiés was considered to have two main aspects,

In the first place, the processing of data for the base years (bench-mark

y=ars) had top priority, and should cover the whole system, For the

intervening years, it was decided to set an order of priority for the
system accounts, and to fix the priorities for the supporting tables on

the basis of the accounts in question. The points borme in mind in

drawing up the orders of priority were the urgency with which certain-

aggragites were needed; the avaﬁlability of basic data, and the cost of

| procesring thems | ‘ |

57: The priorities estsblished for the accounts and for the t&bles not

dprivj:}'g, directly therefrom are set forth in table 3. It was unanimously -

"'_ﬂé.g.reed.'téhat the consolidated accounts of the system, including the detailed
balance~of~payments table, had first prioritye.

58, Ths principal change introduced in the orders of priority

establizhed in document E/CN.3/356 consists in the assigmment of a

higher priority to the tables at constant prices, in view of their

importance for the Latin American countries in particular and for

economic analysis in general,

(e) Eshimates at constant prices : :

59« The Group noted that document E/CN.3/356, in the chapter on quantity

and price comparisons o{rer time, is concerned exclusively with flows of -

goods and services, In a.ddit:mn, there 1s some mention in the chapter _

of the possibility of defla.tmg compensatlon of employees and operating .

surplus, The document also deals with va.luatlon and index number problems

and lays down a nuber of rules for the trea’cment of special product flows,.

/Bable 3
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Table 3

 ORDERS OF FRIORITY

(a) Accounts

-

Constant prices {activities)

Financing
[r4]
Accouvnts 5 5 o B
o - + Q Q
§ 18| 8138 ¢ | 81 1
3 = o i & 0 o
Concepts 3 9 g A ﬁ o > B
ElE R g8 & | B s
Activities 3 1 - 2 - - -
Non—~finaneial corporate and
quasi~corporate enterprises;
(a) Public - 1 - 1 1 1 1
(b) Private P 2 - 2 2 2 2
Finanecial irctitutdions.
(a) Public - 1 - 1 1 |1 1
{b) Private - 1.2 - 1.2 1.2 1 12 1=2
‘ e -
Government - 1 1 1 1 1 1
Private non-profit
institutions - 1
2 2 2 3 f A
Households - 2
Adaptation to developing
- countries:
(a) Areas 3 1 - 1 - 2-3 2=3 3
(b) Key sector 3 1 - 1 2-3 2~3 3.
3 1 - 2 - - -

/() Special
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(b) Special tables
Number Title ‘ _ - '_ Priority
3. -Gross output and input of industries ' 3
Te Composition of gross capltal formatlon, by type
~  of goods 1
8. Value in constant prices and price indéxes of
the gross domestic’ product by type of
expenditure i 1
10, . FEmployment, by kind of economic activity 1
12, " Gross output and input of industries in
constant prices 3
13, lh'éﬁd 15 Final consumptibn expehditure, by object' ]
' and by purpose, at constant prices 2
16, Composition of gross demestic capital
: formation, by “ype of goods, at
coustan., prices : 1
ZTe ross ouiput Ivr sale on the market or for
owit~account ceacumption : : 1

28, Supply and use of goods and services 1l

/60, The
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60, The Group agreed that the inclusion of a chapter on constant prices
in the revised SNA was in itself an advance., It felt, however, that very
1little progress had been made during the last twenty years in developing
principles of deflation which go. beyond the items on the production account.
The present session of the Group, like the 1965 session, was very much .
concerned with the problems and possibilities of deflating income flows,

in particular the direct deflation of the foreign balance, It was
recognized that, except as far as the deflation of compensation of
employees and the foreign balance are concerned, little practical
experience is available in the field of deflating income flows. In

view of the importance of the subject for countries with inflationary
problems, however, the Group felt that the matter required intensive

and thorough study.

61, In this connexion, the Group expressed regret that it had not been
possible to hold a special meeting on the problems of estimates at constant
prices in Latin America, corresponding to the meetings held in other
regions. The Working Group agreed to recommend strongly that the United
Nations continue work on the problems of estimeting national accounts at
constant prices, and that a determined effort should be made in this
respect to solve the problems of deflating income flows for different
purposes, explicitly defining the concepts involved in each case.

62, It was decided to suggest that table 9, on the gross domestic

product at constent prices, by kind of economic cctivity, shnuld be

amended by the addition of columns for the value of production, intermediate
consumption and provision for consumption of fixsd capital. One participant
propesed that a system ef accomnts at constant prices should be presented,
similar to that recommended by the 1965 Werking Croup, in which the current
external transaciions zzcount should be co.fined to trade in goods and
services, The proposal was rejected by the other participants.

/2. Sources
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2e Sources of data and techniques for compiling national
a,ccounts in Latin Amer:x.ca

63. The practical difficulfties encountered in preparing estimates were
discussed in detail, with emphasis on those relating to agricultural
activities and services. -Information and views were exchanged on the
methods used to f£ill the gaps in basic statistics in respect of
constructions and improvements undertaken by agricultural producers on
their own account, as well as with regard to estimates cof inventories
of agricultural and livestock products held by both producers and middlemen.
The discussion also touched upon the procedures adopted to define prices at
the producer level, for which basic data are non-existent in most of the
countries of the region,
64, Detailed descriptions were given of the methods applied in preparing
services estimates, at both current and constant prices. Special attention
was devoted to the problems deriving from the use of occupied-population
figures as basic data for such estimates. The Group discussed the
possibility of adopting alternative methods based on the analysis of
tax data and other administrative records. The results obtained by
means of ad ho¢ surveys on certain specific services were also described,

3. OCther business

65. The Working Group thanked the ECLA secretariat for organizing the
meeting, and at the same time requested it to institute a system for
~the regular exchange of views and information and the maintenance of
contact among national accounts experts in the ECLA region. To that
end, it would be useful for periodic meetings tec be convened, Ideally,
they should be held every year, although it was recognized that financial
difficulties might arise. The ECLA secretariat stated that it would not
be possible for the United Nations to provide financing for annual
meetings., The participants should include not only representatives

of the agencies responsible for preparing national accounts, so that

the experiences of their respective countries could be analysed and

/compared, but



E/CN.12/801
Page 24

compared, but also others whose activities were linked to social
accounting, Provision should be made for participants to submit
background documents, It was alse suggested that a system of
cormunication among participants should be set up and channelled
through the ECLA secretariat, and that it should include the issue

and distribution of a leaflet giving up~to~date information on relevant
publications, as well as on any studies that were being carried out in
Latin America.

/Annex T
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Annex 111
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Table 1.B
GROSS DOMESTIC PRODUCT AND FACTOR INCOME, BY LIND OF ECONGMIC ACTIVITY
Component sstablishments of publis enterprises

At current pricss

—
212 |3, 2 5§58 |3
Kind of coonomis astivi . ) 2 23 ]
miofememteestviy ¢ E1 83 [BSE|.Hs| %% 214 | 4,
. N - =N [ +*
Condensed list More detalled zm] L =§ E § Eég E 8 E é‘g g*‘ﬁ. g'é’
£ 5 €8 &k R EREE S w3 & 2
Egi |3 |EBEY|EEif|3s |5u@|&:
L.2.1¢ | _ :
Plow L.l.0%  |+1,2.2% 1.3.0% ;g:: ] 1.3.1% 1.3.3% 1.3,2%
+1.2.3% T '
(1a) (1b) (2) (3) {4) (5) (6) (7) {8)

is in table 1 g/

8/ These sategoriss could be subdivided into publis corporeticns end government enterprises,
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GROSS OUTPUT AND INPUT

Table 3-B

Component ostablishments of publis enterprises

At surrent prices

Gross output end input

Establishments, by kind of
eoonomlie actlvity

As n table 3 8/ -

Groas output at producer

prices, sxclusive of nst 1.1.1%
Grosa output oommodity taxes
Net commodity texes 1.9,6%
é 3 [
caiels
B @ 3}}3
Seip 8w As in table 3 1.2.1%
:1-3 Q c?"l'-' oﬁgb
Fi o
ESlEdpuEdt
SBIE 2 5580
RO AU an 03
-'é. CE-]
5 Net taxes geods le3.6%
-2
§ Componsetion of employees 1.3, 1%
-
Operating surplus 1,3,2%
Consumption of fixed sapital 1.3.3%
1-301‘*
Net indirect taxes [1,3.5%

g/ These sategories could ba subdividad into publie sorporations and government enterprises.
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COMPOSITION OF GROSS CAPITAL FORMATION, BY KIND OF ECONCGMIC ACTIVITY

Component establishments of publio enterprises

At current prices

Kind of economis activity Gross Gross rixed .
Increase in
. eapital sapital snventories
Condansed 1ist More detalled list formation formation
L,2,6%
Flow b uozcs* !4‘.2' £
, . 2.5% >
(1e) ' (1) {2) (3) (4)

As in tsbls 7 a/

l
|
|
ﬁ
:

a/ These categeries could be subdivided into publio corporations snd government enterprises.
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Table 5-B
GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY
Compenent establishments of public enterprises
At oonstant prioces
G d + Groas domestio
Kind of soonomic astivity rosa domestio | product &t market

product at | price:iles: net

Condensed 11st More detailed 1iet market prices | Do oC :_/"" axes
nw 1'3|°* 1.3.0* - 1;3.6*

(1) (1 b) (2) (3)

As in table 9 b/

g/ This sould also be the gross domestio produst at faotor sost,

b/  These sategories sould be subdivided inte public sorperations and govarnment enterprises.
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Table - 10-B
EMPLOYMENT ACCORDING TO KIND OF ECONOMIC ACTIVITY
Component esteblishments of public enterprises
Employment

Kind of ecenomic activity

Employees, in

42 fn teble 10 a/

 terms of fulle Manhours
Condensed 13t More detailed st |, = man.yoar orked
aquivalents !
(1a) (ib) (2} (3)

8/ These oategories oould be subdivided inte public eorporations and gevernment enterprises,
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GROSS CUTPUT AND INPUR

Tableo 128

Component eatablishments of public enterprises

At sonstant prices

Gross output and input

sconomie activity

Establishments, by kind of

As in table 12 &/

Gross output -
at producer
Pl’inos, X - 1.1.1%
clusive of
Groas output not commodity
taxos
Not oommodity
taxes
Charaoteristie
products, at
S g | produssr pricss
2 3 i exolusive of net |48 in table 12| 1.2,1# !
T 4. | commedity taxes,
§ § 1 o cash kind
$ £ | of eotivity:
g |58
5 Net commedity taxes 1.9.6%
o
a 1,3.0%
2 Net demestis produst (1,30
o
at fastor incomss ~1e3e5 )%
«123:3%
Consumption of fixed eapital 1.3.3%
1.3.”*
Net indireot taxes 1.3.5%
!

Theye categories cwuld be subdivided inito public

corporetiona and government enterprisas.
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Table 16-B
COMPOSITION OF GROSE FIXED CAPITAL FOR_‘:%‘I'ION, BY KIND OF ECOHCMIC ACTIVITY
Component establishments of public enterprises

At constant priocss

Gross fixed
Kind of ssonomio astivity apital
Condensed 1ist More detailed list o8P
formation
Flew b2, 6%
{1a) (1 b) (2)

As in table 16 &/

y

af These categories could be subdivided into public corporations and government enterprises.
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Table 20.B

INCOME AND CUTLAY AND CAPITAL THANSACTIONS OF PUBLIC ENI'ERPAISES,
BY KIND OF ECONOMIC ACTIVITY

Categories of kind of economic ectivity
in teble 17, omitting 19 and oombining
1 to 3 and 15 to 23, except 19, into

single eategories g/

Type of transastion

As in table 20

s/ Thess categorics could be subdivided inte publis sorporations and government enterprises.



