INTRODUCTION

1. BACKGROUND

1.1 The Central Statistics Office (CSO) of the Miny of Statistics and
Programme Implementation (MOSPI) brings out angudhe publication National
Accounts Statistics (NAS). This publication presethe estimates of National
Income and its utilisation in the form of curremnsumption and capital formation;
accounts of the public sector and consolidatedwatdsoof the nation.

1.2 Presently, the NAS incorporates the estimategross domestic product
(GDP) compiled through all the three approachesaty, the production approach,
expenditure approach and the income approach. eid level of GDP estimated
through the production and income approaches areame, the discrepancy between
the production approach GDP and the expenditureoapph GDP is recorded
separately under the GDP expenditure componenke NIAS also incorporates the
consolidated accounts of the nation alongwith ttemants of the public sector.

1.3  The compilation practices of NAS broadly follolae United Nations System
of National Accounts, 1993 (SNA 1993), which wasught out jointly by the five
international organizations viz., United NationspMd Bank, International Monetary
Fund (IMF), Organisation for Economic Cooperatiomd &evelopment (OECD) and
the European Union. Efforts have also been madmpement the recommendations
of the System of National Accounts 2008, whichnsugdated version of SNA 1993,
to the extent data is available.

1.4  Although SNA recommends compilation of sequeateaccounts (current
accounts, accumulation accounts and balance sfuget)l the institutional sectors
(non-financial corporations, financial corporatipmeneral government, households
and non-profit institutions serving households (8IR$)), it has been possible to
construct only the following accounts and aggregatethe basis of data available:

0] for the total economy, the sequence of accountsgeuaccounts; and
of the accumulation accounts only the capital antand finance
account, and the rest of the world account)

(i) for the total economy, the social accounting matvhich depicts all
accounts in a single matrix

(i)  for the institutional sectors (general governmembuseholds and
NPISHs combined into one sector, financial corporat non-
financial corporations) only the production and gration of income
accounts (of the current accounts)

(iv)  for the general government and households (inctudMPISHS)
sectors, the sequence of accounts upto financeiatco

(v) GDP at basic prices

(vi)  Cross-classification of output and value addednolystry

(vii)  Cross-classification of value added by industry exstitutions

(viii)  Classification of the functions of the government

(ix)  Classification of individual consumption accordiagpurpose



2. SYSTEM OF NATIONAL ACCOUNTS (SNA)

2.1  The SNA is a set of macroeconomic accountsgf@atides a comprehensive
view of a country’s economy. The working of the eamy is recorded in balance
sheets and tables called accounts that are ingeljradherent and consistent, based on
internationally agreed concepts, definitions, aladgifications and accounting rules.
This is comprehensive, because as a frameworkiiacaommodate a great mass of
economic data, organized according to economiccipies and perceptions of how
economic activities are carried out by the différeectors and their relationships. It
provides an adequate conceptual framework to deealemerging concerns and their
relations with different sectors of the economys @n integrated system, the SNA
applies the same concepts, definitions and claasifins across all accounts and sub
accounts. The accounts are presented from sepeirgs of view i.e., as stock and
flows, institutional units and establishment unitegrket output, output for own final
use and other non-market output, consumption expgrdand actual consumption,
whose definitions and classifications are linket ia coherent structure. The SNA is
also internally consistent, which means that eadmemic flow or stock is measured
identically for the units involved by applying tlsame concepts and definitions and
also by using a single set of accounting rulesfioentries in the system.

2.2  The System of national accounts 2008 retam$#sic framework of the SNA
1993. However SNA 2008 introduces treatments fav agpects of economies that
have come into prominence and thus brings the atsonto line with developments
in the economic environment, advances in methodcbgesearch and needs of
users. As noted earlier, recommendations of SNA82@¥e been implemented to the
extent data is available. Since the SNA is expetbetespond to issues which go
beyond the production analysis, the accounts hlasesfiore been extended to cover
not only the production process but also the emsinnome from production being
distributed to the different institutional sectéh®useholds, government and NPISHSs)
who are the owners of the factors of productioe; ribdistribution processes through
transfers; and the linkages of economic flows ¢alst. One of the important features
of SNA is the emphasis given to institutional sectimension, which allows users to
look into their behavior and how transactions igheaector interact with those of
other sectors. Thus, it requires that data be dethpot only of establishments that
are grouped together as industries but also atutisihal units, as well.

2.3 The other important features in SNA are:

 The Gross National Product (GNP) is replaced by @ress National
Income (GNI). The current Income and Outlay acceumte articulated
with introduction of the Primary and Secondary Bigttion of Income
Accounts and the Use of Income Accounts.

» Concept of “mixed income” for unincorporated entesgs is introduced
and a clearer identification of market output, etitfpor own use, other
non-market output and final consumption, has beewiged.

* Inclusion in the production boundary of activitigkich are illegal by law.
* The treatment/allocation of financial intermediatigervices indirectly
measured (FISIM) and other imputed output are aatetyuexplained.

* The Accumulation Accounts which comprised of thepi@d Account,
Financial Account, Other Changes in Asset Accoumd &evaluation



Account, present explicitly the flows recorded e$e accounts and how
these end up as stocks in the Balance Sheet.

Sequence of Accounts

2.4  The sequence of accounts as suggested in tAeg@&lgrouped into three sub-

accounts, (i) Current Accounts, (ii) Accumulatioccdunts, and (iii) Balance Sheet.

The Current Accounts record (a) production of goaald services and (b) generation,
distribution and use of income. Accumulation Acgtsudeals with changes in assets,
liabilities and net worth. The Balance Sheet shtivesstocks of assets, liabilities and
net worth.

2.5  The SNA makes use of accounts to transfornsaeions and other flows into
accounting entries for purposes of measurement.aceount has two sides and the
SNA uses the term resources for the right sidehef Current Accounts, where
transactions add to the value of a sector or uhite left side of the account, which
relates to transactions that reduce the value wfiaor sector, is named uses. For
example, wages is a resource for the householdrsibett receives it and is a use for
the financial or non-financial sectors that paykor the Accumulation Accounts and
the Balance Sheet, the right side of the accoucdlisd changes in liabilities and net
worth and their left side is called changes in @sseFor financial transactions,
changes in liabilities are recorded as net incueesf liabilities and changes in assets
as net acquisition of financial assets. As pathefsequence of accounts for the total
economy, following set of accounts is presentedHerperiod 2004-05 to 2009-10.

* (Goods and Service Account

e Production Account

e Generation of Income Account

» Allocation of Primary Income Account

e Secondary Distribution of Income Account
» Use of Income Account

» Capital Account

* Financial Account

Goods and services account

2.6  The goods and services account (Account 0) shéw the economy as a
whole, (i) total resources (output and imports) dmduse of goods and services
(intermediate consumption, final consumption exjeme, gross fixed capital

formation, change in inventories, acquisition ldsposals of valuables and exports).
Taxes on products less subsidies are also includedhe resource side of the
accounts. This account is important as it is baddnglobally between all uses and
resources. The discrepancy is shown at the endhefatcount to have balance
between all uses and all resources. This accolgot gives the GDP from the

production and expenditure approaches.

Production Account

2.7 Production Account records all economic proauc{defined by the SNA as
all activities carried out under the control andp@nsibility of an institutional unit
that uses inputs of labour, capital and goods andces to produce output of goods
and services). A purely natural process withowyt lluiman involvement or direction
is not production in the economic sense, such asgifowth of fish stocks in




international waters. This account is compiled é&stablishments as well as for
institutional sectors/units. For a better analhyaisoutput, the Production Account
distinguishes between the three types of outputk@autput, output for own final
use and other non-market output. The balancing {{dalue added) is obtained by
subtracting intermediate consumption from outpuyélue added may be gross or net
of CFC. For the total economy, gross domestic pco@dGDP) is equal to the sum of
the value added of the institutional sectors. ulfpoit is at basic prices then taxes less
subsidies on products is added to the sum of thee\added to obtain GDP at market
prices. The concepts of various items appearirigignaccount are explained below.

2.8 Output consists of those goods and services dle produced within an
establishment that become available for use outh@mteestablishment plus any goods
and services produced for own use. When an ergerpnas more than one
establishment, the output of the enterprise isstirta of the output of the component
establishments. In valuing output, the preferregthod is at basic price, although
producer’s price is used as an alternative wheunati@in at basic price is not feasible.
The difference between these prices is the tredtroértaxes less subsidies on
products. Basic price is the price before taxepraduct are added and subsidies on
products are subtracted. It excludes transportgesainvoiced separately by the
producer. Producer’s price includes, in additiomasic price, taxes less subsidies on
products other than value added tax (VAT). It absacludes transport charges
invoiced separately by the producer.

2.9 Intermediate consumption is the value of goadd services consumed as
inputs in the process of production. The inpuésracorded at the time the goods and
services enter production, as distinct from theetthrese are acquired by the producer.
Intermediate consumption can be derived by sulm@dhe value of changes in
inventories of materials and supplies from the gadfi purchases made. Changes in
inventories of materials and supplies are equabitiition less withdrawals. These are
valued at purchasers’ prices prevailing at the tingetransactions take place.

2.10 Consumption of fixed capital (CFC) is a cdspaduction. It is the decline

during the accounting period in the current valti¢he stock of fixed capital owned

and used by a producer as a result of physicalidesagon, normal obsolescence or
normal accidental damage. It excludes the valuixetl assets destroyed by war or
natural disasters. In order to be consistent witfer entries in the Production
Account, CFC is valued with reference to the sanexall set of current prices as that
used to value output and intermediate consumptiois, therefore, calculated using
actual or estimated prices and not at historicsgast., at prices originally paid for

them.

2.11 Gross value added is an unduplicated measuoetput and is obtained by
deducting from output, the value of intermediatastonption.

Generation of Income Account

2.12 This account is the first of the two sub-acdsuhat records the first step of
the distribution of primary income (Primary incomas: incomes that accrue to
institutional units as a consequence of their imeoient in processes of production or
ownership of assets that may be needed for purpdgeeduction. They are payable
out of the value added created by production. piwary incomes that accrue by
lending or renting financial or tangible non-proddcassets, including land, to other
units for use in production, are described as ptgpecomes). This account from the
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producer’s point of view presents how its valueetits distributed to the factors of
labor and capital and to government by way of taffess subsidies). The Value
added, which is the balancing item brought forwfaotn the Production Account, is
treated as a resource for the producer. Under, ubespayments to labour as
compensation of employees (CE), and to governmenthé form of taxes less
subsidies on production and imports are recordéd. Balancing item in this account
is operating surplus/mixed income. As in theeca$ Production Account, this
account can be compiled for establishments by inguwss well as for institutional

sectors. The concepts of items appearing in ttasunt are described below.

2.13 The item Compensation of employees (CE) imddfas total remuneration, in
cash or in kind, payable by an enterprise to itplegee in return for work done
during the period. This is made up of:

a) wages and salaries payable in cash or in kind; and
b) social contributions payable by employers to sose&tdurity/social insurance
schemes for their employees.

Social contributions are actual contributions pagdiy employers to social
security schemes or to a private funded socialramste scheme to secure social
benefits for their employees; or imputed socialtdbotions by employers providing
unfunded social benefits.

2.14 Taxes on production and on imports which laedricome of government from
production, consist of:

a) taxes on products payable on goods and servicaipedddelivered, sold,
transferred or otherwise disposed of by their poeds which include the
VAT, specific taxes, sales taxes and excise taxes.

b) taxes and duties on imports of goods and servares;

c) other taxes on production which include taxes andtvnership or use of
land, buildings or other assets for production,etaxon payroll/labor
employed, business and professional license fespstaxes, etc.

2.15 Subsides are current unrequited paymentsginagrnment units provide to
producing units as support or incentive. This sasured based on the value/volume
of goods and services produced. Subsidies arettea negative taxes on production
since their effect on the operating surplus is ggpdhat of taxes on production. This
is netted out of the production tax payable bygreglucing unit.

2.16 Operating surplus and mixed income is thergatg item in the Generation of
Income Account and is obtained by deducting fromt malue added, the
compensation of employees and other taxes on ptioduafter netting out other
subsidies on production. Mixed income applies dolyunincorporated enterprises
owned by households and where its owners are sgifegyed. It contains both
elements of remuneration for work done by the owoemther members of the
household as well as the operating surplus accifuamg production.

Allocation of Primary Income Account

2.17 The second sub-account concerned with theapyirdistribution of income
shows how value added is distributed to the differestitutional sectors in their
capacity as recipients or primary income rathentha producers whose activities
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generate primary incomes. Unlike the Generatiolnobme Account, which can be
compiled both for establishments and institutionaits, the Allocation of Primary
Income Account has no direct link with productiondais only compiled for

institutional units.

2.18 In this account, the items shown under ressuece the same items that are
entered as uses in the Generation of Income Accolihese items are now counted
as resources under the accounts of the institdtiseetors receiving the primary

income. For example, compensation of employeesedsived by the household

sector, while taxes on production and imports lessdbsidies are income of

government and will be shown as resources in thespective accounts.

Compensation of employees and taxes less subsitikgle also those receivable

from non-resident institutional sector.

2.19 In this account, under the resources sidegw mem is added which is
property income. This consists of income from denership of financial assets and
tangible non-produced assets, mainly land and duassets, used in production. It
also includes income receivable from non-residen&operty income under uses
covers the rent and interest actually payableHeruse of land and subsoil assets and
borrowed funds and includes those payable to nsideats as well. The components
of property income as classified in the SNA aréotisws:

* Interest

» Distributed income of corporations

» Dividends

» Withdrawal of income of quasi-corporation

* Reinvested earnings on direct foreign investment

» Property income attributed to insurance policy bosd
* Rent

2.20 The uses, listed on the left side of the alion of primary income account,
consist only of the property incomes payable bytitungonal units or sectors to
creditors, shareholders, landowners, etc. Exaapteints on land and sub-soil assets,
these may be payable to non-residents as well sidergs. The remaining item
recorded under uses is the balancing item, thenbalaf primary incomes, defined as
the total value of the primary incomes receivaljeb institutional unit or sector less
the total of the primary incomes payable. At tegel of the total economy, the
balance of primary incomes is described as natiowcaime.

Secondary Distribution of |ncome Account

2.21 The Secondary Distribution of Income Accouatld with the recording of

transactions for the second step of the distriloutibincome. It shows how income is
redistributed among sectors through transfers.eH&e balance of primary income
brought forward from the previous account is augeerby transfers to arrive at

disposable income. Transfer is defined in the Si$Aa transaction in which one
institutional sector/unit provides a good, senacasset to another sector/unit without
receiving from the latter any goods, services @etsin return as counterpart. This
account deals only with current and not capitahgfars since the latter is meant to
redistribute savings and wealth, rather than income

2.22 Current transfers are of two types: transfeiash and transfers in kind. The
SNA differentiates the redistribution process tlgtouhe two types of transfers by
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using two accounts: the Secondary Distribution aotome Account and the
Redistribution of Income in Kind Accounts. The isgdbution of income through
transfers in cash is shown in the Secondary Digiob of Income Account. The
resources side of the account which records cutransfers in cash receivable by the
sector includes the balance of primary income (fnbdorward from the Allocation
of Primary Income Account) and current transferscash described as follows:
current taxes on income, wealth, etc.; social doutions and benefits; and other
current transfers. The same types of current teamsn cash, this time as payables,
are recorded on the use side of the account. Tesain to those sectors for which
these transfers are payables. The account meadispEsable income, which is the
balancing item of the account and is shown on Heeside.

2.23 The SNA identifies three main kinds of currdérgnsfers (these may be
between residents and non-residents) in this a¢codnich are:

e current taxes on income, wealth, etc.;
* social contributions and benefits; and
« other current transfers

2.24 SNA defines taxes as compulsory, unrequitgdneats, in cash or in kind
made by institutional sectors/units to governmenhese are considered as transfers
because the individual unit paying the tax get$ingtin return for it. Although the
government does provide goods and services, thresgeaerally for the community
so that the benefits that accrue to the individumt from these goods and services are
difficult to quantify. Current taxes on income awealth are levied on income of
households and corporations and may include taxgasibe by non-resident units.

2.25 Social contributions and benefits refer to ¢batributions paid to and claims

payable out of a social insurance scheme. Conioilxsito the scheme are paid by the
employees and/or employers to ensure entitlemesd@l insurance benefits now or
in the future for the employees and their depersdenThe schemes provide to
members, the social benefits such as health andagdn benefits, housing, family

allowance, unemployment, retirement, etc.

2.26 All current transfers between institutional sectongis, not classified as either

current taxes on income, wealth, etc. and sociatritbutions and benefits are

included under other current transfers. The SN#s Isome of the most important as
follows: net non-life insurance premiums/non-lifesirance claims, current transfers
within government as well as transfers betweengbeernment and international

organizations, and miscellaneous transfers.

2.27 The Disposable Income is the balancing itetméenSecondary Distribution of

Income Account. It is obtained by first addingtie balance of primary income of an
institutional sector, all current transfers, exceptial transfers in kind, receivable by
that sector and then subtracting all current tienssfexcept social transfers in kind,
payable by that sector. Disposable income fomthele economy termed as national
disposable income, is derived by adding to nationebme, all current transfers in

cash or in kind receivable from non-resident uaitd subtracting all current transfers
in cash or in kind payable to non-resident unitk the redistribution of income in

kind account, the social transfers in kind paydhtegovernment units are recorded
on the left-hand side under uses. The same tiypeatal transfers receivable by the
household sector are recorded on the right-harel gidhe account under resources.
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Assuming that social transfers in kind take plack between resident units, the total
value of the transfers in kind receivable by resideouseholds must equal the total
value of those payable by government units. Thisoaest measures adjusted
disposable income, which is the balancing itemhefdccount and is shown on the use
side. The adjusted disposable income for the tetamlnomy is the same as its
disposable income. In practice, the concept afistdf disposable income is mainly
relevant to government units and households, tlstindtion between adjusted
disposable income and disposable income beingwaeak at the level of the economy
as a whole

Use of | ncome Account

2.28 This is the last of the Current Accounts. Tdezount shows how the

government, NPISHs, and household sectors allatesie disposable income and

adjusted disposable income between final consumptnal savings. In the SNA only

these three sectors incur final consumption. The afsincome Account has two

versions; one which shows the use of disposablame¢ while the other is the use of
adjusted disposable income. In the first versattention is focused on disposable
income and the expenditure on consumption goodsaruices that can be met out of
that income. In the second version, attentionoi$ed on the consumption goods
and services acquired and used by institutionaspuespecially households, whether
acquired by expenditure or by social transfersimik In the first version of the use

of income account, final consumption expendituresubtracted from disposable

income to obtain saving as the balancing itemthi second version, actual final

consumption is subtracted from adjusted disposatdeme to obtain the same

balancing item, saving.

2.29 The adjusted disposable income of househsldsrived from their disposable
income by adding the value of social transfers imdkreceivable, while that for
government units and NPISHSs is derived by subtigdtie value of social transfers in
kind payable. Similarly, the actual final consumaptof households is derived from
their final consumption expenditure by adding tleue of social transfers in kind
receivable, while the actual final consumption overnment units and NPISHs is
derived by subtracting the value of social trarssfier kind payable. It follows that
saving is the same whether it is defined as didggesacome less final consumption
expenditure or as adjusted disposable income tgaldinal consumption.

2.30 Apart from the balancing item, saving, thisamt contains only three
entries. Disposable income, the balancing itemiezhrforward from the secondary
distribution of income account, is recorded onrigbt-hand side of the account under
resources, while final consumption expenditurecrded on the left-hand side under
uses. The account is relevant mainly for the thesetors that make final
consumption expenditures, namely the general govemt, non-profit institutions
serving households (NPISHs) and household seatorsfar the total economy.

2.31 The financial and non-financial corporatiomms bt make final consumption

expenditures. They may purchase the same kindsas or services as households
use for final consumption - e.g., electricityfood - but such goods or services are
either used for intermediate consumption or proditleemployees as remuneration in
kind. Therefore, both the use of disposable incarmunt and the use of adjusted
disposable income account for corporations are dalymy accounts that contain no
entries for final consumption expenditure or actfinhl consumption. Thus, the
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saving of corporations must be equal to their digpte, or adjusted disposable,
incomes. In other contexts, the saving of corponat is often described as the
"retained earnings" or "undistributed incomes" afporations.

2.32 Final consumption expenditure covers trangastion final consumption of
goods and services for which a sector is the uterbaarer of the expense. The final
consumption expenditure in the economy consisth@itonsumption expenditure of
() households, NPISHs and general government. skelooid final consumption
expenditure consists of expenditure incurred bydezd households on consumption
goods or services. Final consumption expenditweudes expenditure on fixed
assets in the form of dwellings or on valuablesvellings are goods used by their
owners to produce housing services. Expendituredaellings by households,
therefore, constitutes gross fixed capital fornmati®Vhen dwellings are rented by
their owners, rentals are recorded as output osihguservices by owners and final
consumption expenditure by tenants. When dwellmgsoccupied by their owners,
the imputed value of the housing services enters both the output and final
consumption expenditure of the owners. Valuabteseapensive durable goods that
do not deteriorate over time, are not used up msgmption or production, and are
acquired primarily as stores of value. They cdnsiainly of works of art, precious
stones and metals and jewellery fashioned out o stiones and metals. Valuables
are held in the expectation that their prices,tngdato those of other goods and
services, will tend to increase over time, or astenot decline. Although the owners
of valuables may derive satisfaction from possegstiem, they are not used up in the
way that household consumption goods, includingsaorer durables, are used up
over time.

2.33 Government and NPISHs produce non-market gaods services in their
production account, where intermediate consumgdimhcompensation of employees
are recorded as uses. Final consumption expeadifuhese producers relates to the
value of their output of non-market goods and sew; less their receipts from the
sale of non-market goods and services at priceschwlare not economically
significant. However, it also coves goods and isess that are purchased by
government or NPISHs for ultimate transfer, withtsahsformation, to households.

Capital Account

2.34 The Capital Account records acquisitions and digjgo®f non-financial
assets. Specifically, it shows the changes inwath as a result of savings and
capital transfers during the accounting period. ansactions may be with other
institutional sectors/units (resident or non-restjl@r internal, within the institutional
sector/unit. i.e, retaining for own use of assetsdpced by them. To compile the
Accumulation Accounts, specifically the Capital Aoant, it is necessary to know first
what assets are covered. In the SNA1993, assetiefined as entities:

a) over which ownership rights are enforced by inibtual units, individually or
collectively; and

b) from which economic benefits may be derived by rtlwevners by holding
them, or using them, over a period of time.

Two main classifications of assets are distingudshe
a) financial assets; and
b) non-financial assets.



2.35 The Financial assets are dealt with undefthancial Accounts. The Non-
financial assets which are the concern of the @pgitcounts, consist of two main
categories:

a) Produced assets, which are non-financial assethdva come into existence
as outputs from the production processes that Vi@hin the production
boundary of the SNA.

b) Non-produced assets include non-financial assk& have come into
existence by ways other than the processes of ptiodu

2.36 Produced assets are further sub-divided hmeettypes: (i) fixed assets, (ii)

inventories and (iii) valuables. Fixed assets =irs (a) tangible or (b) intangible

assets that are used repeatedly in production @e rthan one year. Valuables are
works of art, precious stones and metals, jewedtg, which are not used in

production or consumption. Their economic val@s lin the expectation that their
price will increase.

2.37 Non-produced assets on the other hand, arroeto assets needed for
production but are not produced through producpimtess, such as land and certain
uncultivated forests or mineral deposits. Naturah-produced assets also include
certain intangible assets such as patented enti@ses or other transferable contract,
purchased goodwill, etc. Not all environmental r@aturally accruing assets are
economic assets. In certain environmental assets not feasible to establish
effective control or ownership such as air, ocead those whose existence are not
known of if known these are so remote and inacbkssuch as some virgin forests.
Likewise, some natural assets do not qualify ap@tic assets because no economic
benefit can be derived from them. For examplewmaineral deposits, which are
not commercially exploitable in the near future rwhough these may possibly
become exploitable through unforeseen advancecimtdogy or major changes in
relative prices.

2.38 Shown below are the items of transactionsrdsebin the Capital Account.

2.39 The Capital Account records assets on thesieft and liabilities and net
worth on the right side. It accounts for the vatidhe non-financial assets that are
acquired or disposed of by resident institutiomadters/units and shows the change in
net worth of the institutional sector/unit as aute®f savings and capital transfers.
The balancing item in the Capital Account whicmeét lending (+)/net borrowing (-)
is shown on the left side of the account. Consionpif Fixed Capital (CFC) is also
shown on the left side.

2.40 The right side of the account presents theuress available to accumulate
assets. These include net savings, the balaneingaarried forward from the Use of
Income Account and capital transfers. Capital fewrs payable are shown with a
negative sign.

2.41 The left side of the account enters valuesami-financial assets acquired or
disposed of through purchases or sale, demolitaynas scrap, capital transfers in
kind, barter, or production for own use. The chem@ non-financial assets result
from the following:



a) Gross Capital formation
1. gross fixed capital formation (GFCF),
2. consumption of fixed capital (CFC)
3. changes in inventories, and
4. acquisition less disposal of valuables.
b) Acquisition less disposal of non-produced, nonf+iitial asset.

2.42 GFCEF is the result of the following transacton fixed assets:

(a) acquisition less disposal of new or existing talggfixed assets which
includes dwelling, other buildings and structuresachinery &
equipment, and cultivated assets such as treedivastiock that are
used repeatedly or continuously to produce prodsatsh as fruit,
rubber, milk, etc.

(b) acquision less disposal of new or existing intalggfixed assets; like
mineral exploration, computer software, entertaininditerary or
artistic originals, and other intangible fixed a@sse

(c) major improvements to tangible non-produced assetading land;
and

(d) costs associated with the transfer of ownershipoofproduced assets.

2.43 Changes in Inventories: When a good is entatednventories, it is acquired
as an asset by the owner; a good leaving investasia disposal of an asset by the
owner, thus changes in inventories are acquisiteoms disposals of assets and are
valued in the same general way as changes in asisets.

2.44 Capital Transfers, which may be a receivablpayable can be in cash or in
kind, and involve transactions in which the owngrsbf an asset (other than
inventories and cash) is transferred from onetuntgdtnal sector/ units to another. On
the other hand, a capital transfer in cash invothestransfer of cash to the recipient
who is expected to use it for the acquisition afther asset.

Financial Account

245 The financial account is the second of theoacts that deal with
accumulation. The financial account is also timalfiaccount, in the full sequence of
accounts,that records transactions between inetilt units. The financial account
does not have a balancing item that is carried doavto another account, as has been
the case with all accounts previously discusseathé&, the net balance of the
financial account is equal in magnitude, but wkle bpposite sign, to the balancing
item of the capital account.

2.46 The financial account records transactions itmzlve financial assets and
liabilities that take place between institutionaits and between these units and the
rest of the world. The left side of the accourdores acquisitions less disposals of
financial assets, while the right side records frence of liabilities less their
repayment. Net incurrence of liabilities less regjasition of financial assets is equal
in value, with the opposite sign, to net lendingfbwing, the balancing item in the
capital account.

2.47 Net saving is the balancing item of the useodme account, and net saving
plus net capital transfers receivable/payable @aunded to accumulate non-financial
assets. If they are not exhausted in this way, réselting surplus is called net
lending. Alternatively, if net saving and capitednsfers are not sufficient to cover
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the net accumulation of non-financial assets, tesulting deficit is called net
borrowing. This surplus or deficit, net lendingrat borrowing, is the balancing item
that is carried forward from the capital accound ithe financial account.

2.48 In the SNA, financial assets are classifiedlenneight major categories.
Depending upon whether they are assets or liaslivf the unit or sector in question,
these categories are listed on both sides of taadial account.

F.1 Monetary gold and special drawing rights (SPRs
F.2 Currency and deposits

F.3 Securities other than shares

F.4 Loans

F.5 Shares and other equity

F.6 Insurance technical reserves

F.7 Financial derivatives

F.8 Other accounts receivable/payable.

3. OTHER SELECT ISSUES
3.1 Under this Section, some important issues commp the SNA
implementation in the National Accounts Statist{bsAS), coverage, methodology
and data sources used have been elaborated. @resgoadly grouped under the
following:

(1) Features of SNA implemented in NAS

(i) Social Accounting Matrix

(i)  Coverage of Institutional Sector Accounts

(iv)  GDP at basic prices

(i) Featuresof SNA implemented in NAS

3.2 Recommendations of SNA 1993 implemented by G&late to:

(i) valuation of non-market agricultural crops on thasib of prices of
similar products made by market producers and timeiusion in the
production boundary;

(i) inclusion of own-account production of housing s=s by owner-
occupiers and of domestic and personal servicaesupsal by employing
paid domestic staff;

(i) inclusion of premium supplements in respect of ldad non-life
insurance output estimates;

(iv) inclusion of reinvested earnings of foreign dirextestors in the rest of
the world account. This treatment affects grogeonal product, saving
and capital formation;

(v) imputed value of own-account labour treated as chixeome of self-
employed;

(vi) expenditures on mineral exploration treated astabg@xpenditure;

(vii) allocation of financial intermediation services inedtly measured
(FISIM) to the users of these services, as interatecconsumption to
industries and as final consumption to final users;

(viii) inclusion of expenditures on valuables, which ael las stores of value,
and are treated as Gross Capital Formation;

(ix) treatment of expenditures on software as Grossatdprmation;

(x) inclusion of natural growth of livestock as Grosgital formation
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(xi) inclusion of expenditures made on few tree cropsnduthe gestation
period as Gross capital formation;

(xii) addition of capital expenditure incurred on ingtgl the wind energy
systems in the Gross Fixed Capital Formation

(xiii) estimation of consumption of fixed capital of aktdd assets including
government buildings, roads, dams etc. as Perpéiuahtory Method
(PIM);

(xiv) adopting the practice of changing base year evemnabs.

While introducing the new series of NAS in Janu&@&@10 (base year 2004-05), the
CSO made efforts to implement some of the recomuténts of the 2008 SNA, to

the extent available data permits. Some of themeeendations which presently form
part of the new series are:

(i) treating R&D expenditures in public sector asitedexpenditures
in line with the recommendations of 2008 SNA;

(i) adopting the declining balance (of life of assetsgthod for
estimating the consumption of fixed capital anditedgtock;

(i) adopting the user cost approach for estimatingsémeices of owner
occupied dwellings in rural areas as against tlesegut practice of
imputing these services on the basis of rent pedllog;

(iv) treating the construction component and machinmangport outlay
of Defence capital account as capital formatievhich was earlier
being treated as intermediate consumption.

(ii) Social Accounting Matrix

3.3  As an alternative way of presenting the massfofmation contained in the
national accounts, the SNA suggests rearrangingldkee in the accounts in the form
of a Social Accounting Matrix (SAM). The SAM is fided as a presentation of
System of National Accounts (SNA) in a matrix fotm8AM presents a number of
important transactions of the SNA, aggregated lier total economy. An aggregate
matrix such as SAM can present a bird’s eye viewroéconomy as a whole; i.e., one
page is sufficient to show the interrelationshig$ween main transaction categories
leading to a set of domestic and national balaniteargs. SAM presents a number of
important transactions of the system, aggregatediiie total economy. All the
transactions taking place in the nine types of ¢otidated) accounts, (i) supply of
goods and services, (ii) production, (iii) generatiof income, (iv) allocation of
primary income, (v) secondary distribution of inanfvi) use of income, (vii) capital
account, (viii) fixed capital formation account afi)) financial account are combined
with the rest of the world (current and capitadnisactions in the SAM. Possible types
of classifications in each account are indicate@arentheses in the row and column
headings. Each account is represented by a row@unchn pair.

3.4  SAM is presented for the years 2004-05 to 2009The goods and services
and production account have been presented inrgteévo rows and columns of the
matrix. This contains an aggregate version of thgply and use table. Column 1
presents the supply of goods and services. Althdtagle and transport margins do
not need to be added to output at an aggregaté teey are registered in top left-
hand corner of this table because they are noniaexanore detailed SAM. Output at
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basic prices is shown in row 2. Taxes on produess kubsidies are not included in
the output value, but directly booked on the allmcaof primary income account for
the government (row 4). Imports originate from therent account for the rest of the
world (row 10). The elements in column 1 add uptdtal supply of goods and
services, at purchasers’ price. Row 1 shows the afsgoods and services, at
purchasers’ price (totaling same as in columnritrmediate consumption in column
2, final consumption expenditure in column 6, chengn inventories in column 7,
gross fixed capital formation in column 8 and exgam column 10.

3.5 Row 2 shows output at basic prices. Becausiei®ialuation, the sum of row

2, and the concomitant sum of column 2, are exetusi taxes minus subsidies on
products. In turn, this means that this amountisimcluded in total net value added
either, see cell (3,2). Consumption of fixed cdpgagput directly on the fixed capital

account (row 8 and column 2).

3.6  The third account i.e. generation of incomeoaat records the generation of
income and plays an important role. It is clasdify (net) primary input categories:
(a) compensation of employees, (b) net mixed ingqe)enet operating surplus, and
(d) other taxes and subsidies on production. Netevadded at basic prices (row3,
column 2) is obtained by subtracting intermediatastimption and consumption of
fixed capital from output. Other value added i@mpensation of employees received
from and paid to abroad should be registered mtttle, in cell (3,10) and cell(10,3)
respectively. The result of all this is that thengetion of income account is closed
with a new balancing item viz. net generated inc@mbasic prices, in between total
net value added and net national income (NNI).

3.7 In the & row, the allocation of primary income account (ott 4), net
generated income is augmented with taxes less diabson products, and with
property income from the rest of the world. Thienmt is recorded in cell (4,10).
Domestic property income flows are recorded ondiagonal (row 4, column 4). To
get NNI, this diagonal item, as well as propertgame paid to the rest of the world
must be subtracted from the total of column 4, Whi derived from the identical
total of row 4.

3.8 In the secondary distribution of income (aced)nNNI with current taxes on
income, wealth etc. and all current transfers frabroad are shown in row 5.
Domestic current taxes on income, wealth etc.,ad@ontributions and benefits and
other current transfers are recorded on the didg@oa 5, column 5). Current
transfers to the rest of the world are recordedeith (10,5). The balancing item viz.
net disposable income cell (6,5), which is putlom dse of income account.

3.9 The use of income account (account 6) recopgnding of net disposable
income: final consumption expenditure on goods sewices and net saving, which
is put on the capital account.

3.10 The capital and financial accounts have beégrlaced, with the financial
account classified not by institutional sector layt type financial asset. As a
consequence, a disaggregation of this SAM wouldvshy institutional sub-sector,
both acquisitions less disposals of various finan@ssets, see cell (9,7), and
incurrence less repayment of various liabilitiesge scell (7,9). Here, these two
categories of transactions have been combined raasfahe rest of the world is
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involved. This serves to include the aggregate nwahg item net lending in the
present SAM.

3.11 Row 7 presents the availability of funds te total economy: net saving,
borrowing, capital transfers receivable from thset ref the world and the diagonal
item (row 7, column 7) i.e. domestic capital tramsfreceivable. Column 7 records
how these funds have been allocated: changes eémtories including acquisition less
disposals of valuables cell (1, 7), capital trarsfeayable (domestic) cell (7,7), net
fixed capital formation cell ( 8,7), lending andbdal transfers payable to the rest of
the world.. Obviously, the balancing item net lendiof rest of the world can be
derived by subtracting lending from borrowing ¢@ll11).

3.12 Often, estimates of gross fixed capital foramtin column 8, and the
consumption of fixed capital in row 8, are alreadsilable. As a consequence, the
residual, net capital formation, shown in row 8 antimn 7, can be obtained.

3.13 In the financial account (account 9), lendisgpresented row-wise, and
borrowing column-wise. The balancing item is giverrow 9 because it is same as
the balancing item of the capital account for &t of the world.

3.14 The elements in the current and capital adcéemthe rest of the world
(account 10 and 11) have all been discussed almxeept the current external
balance which is shown in cell (11,10).

3.15 Total discrepancy occurring in the goods aediises account at (row 1,
column 12) is the sum the discrepancies of usaaame account, capital account and
rest of the world, in current accounts.

(iii) Coverage of Institutional Sectors

3.16 Production and Generation of Income accousng lheen presented according
to SNA for different institutional sectors (finaati corporations, non-financial
corporations, general government and householdsdimg NPISHs) on the basis of
available data. Due to paucity of data, it hasbesn possible to present the sequence
of accounts beyond the Generation of Income Account

3.17 In the NAS, the CSO presently provides, amathgrs, estimates of (i) Gross
Domestic Product (GDP), (ii) Net Domestic ProdudDP) and (iii) factor incomes
by industry of origin and also by organized andrgaaized sectors of the economy.
The data available from these three aggregatesthamidsources, methodology and
coverage have been used to prepare the institltsmwior accounts. In the NAS,
total economy has been divided broadly into orgahiand unorganised segments.
Corresponding to these, in the institutional see@octounts being presented in this
Brochure, unorganised sector has been treatedwseihald (including the NPISHS)
sector and organised sector has been sub-divided financial-corporations, non—
financial corporations and general government. détails of coverage of these three
institutions are given below:

() General Government sector.

3.18 The General Government sector consists afutishal units that, in addition
to fulfilling their political responsibilities andheir role of economic regulation,
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produce services (and possibly goods) for individoa collective consumption

mainly on a non-market basis and redistribute inrcoamd wealth. This sector
includes the administrative part of Centre, Statesin Territories, Local Bodies and
autonomous institutions of the government and thepaddmental Commercial

Undertakings (DCUs), which are unincorporated gmiees owned, controlled and
run directly by the public authorities. A detaileliscussion on public sector and
Government Authority giving sources of data, consesed for economic analysis of
the data is included in the CSO'’s publication NadiloAccounts Statistics: Sources &
Methods.

(b) Einancial corporations

3.19 Financial enterprises are defined in the SNAtle enterprises that are
principally engaged in financial intermediation ior auxiliary financial activities,
which are closely related to financial intermediati They thus include enterprises
whose financial function is to facilitate financi@termediation without necessarily
engaging in financial intermediation themselves.

3.20 The Financial Sector in India is broadly dividetbithe following sub-sectors:

) Commercial Banks,

(i) Banking Department of RBI,

(i) Public non-banking financial corporations (Centr&tate) (UTI,
NABARD, IDBI, DFC, HPFC, SFCs) and governemnt compa
(REC, HUDCO, PFC, IRFC, APIDC, KSIIDC, Tamil Naduahsport
Finance Corporation)

(iv)  Non-government non-banking financial companies gadan trading
in shares, investment holdings, loan finance aadikle activities,

(v) Unorganised non-banking financial enterprises anigiies of
professional money lenders and pawn brokers

(vi)  Post office savings banks including operations eamiag cumulative
time deposits and national saving certificates

(vii)  Co-operative credit societies

(viii)  Employees Provident Fund Organisation.

(ix)  Life and non-life insurance activities

Both the public and private sector units are endamefinancial services. The public
sector units consist Non-Departmental Commeciatlddiakings (NDCUs) which
include (i) government companies (in which not ldemn 51 per cent of the paid-up
capital is held by the central government or stgéernment or partly by the central
government and partly by one or more state govemtsheand subsidiaries of
government companies; and (ii) statutory corporatioset up under special
enactments of Parliament or State Legislatures.NIDE€Us differ from the DCUs in
that they hold and manage the financial assetsliabilities as well as the tangible
assets involved in their business. These enteghage separate Boards of Directors
and present profit and loss accounts and balaneetstas in the case of private
corporate sector.

3.21 The banking enterprises render services to tstomers in the form of
maintaining their accounts and providing them baglkservices. In return for these
services, customers are charged a nominal amotiithws substantially smaller than
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the expenses of the banking enterprises. On ther btand, the banks provide loans
and advances and the returns on such transactiemsweh higher than the payments
made to depositors. This net return accruing taikbas large enough to meet their
expenses and to earn a profit.

Commercial Banks

3.22 The Commercial Banks play an important roléhs mobilisation of deposits
and disbursement of credit to various sectors & #tonomy. It includes all
commercial banks in the government and privateosect

Banking Department of RBI

3.23 The two departments in the Reserve Bank ahlade the Issue Department
and the Banking Department. The functions of tsedsdepartment of RBI is like that
of a Government department and for this reasos, department is treated as an
administrative department of the central governmiet rest of the financial activities
of the RBI are considered under the banking departmThe annual report of RBI
presents balance sheet of Issue and Banking Degatdnseparately whereas the
profit and loss account of the two departmentspaesented in combined form. The
data on income and expenditure is collected from RB Issue and Banking
Departments separately, for national accounts @erpo

Public Non-Banking Financial Corporations

3.24 These are the enterprises formed under Ceatrdl States Government
Financial Corporation Act 1951 viz. NABARD, UTI, B, OIDB, SIDBI, EXIM
Bank and SFCs viz. Assam Financial Corporation, tWwisngal Corporation,
Rajasthan Financial Corporation etc.

Non-Banking Financial Companies

3.25 The role of Non-Banking Finance Companies (NBFin transferring the

funds from lenders to borrowers has been well reisegl. The main advantages of
these companies lie in the lower transaction co$ttheir operations, their quick

decision —making ability, customer orientation gmempt provision of services.

Partly on account of these advantages, NBFCs havecent years grown sizeable
both in terms of their numbers as well as the va@whbusiness transaction.

Government Non-Banking Financial Companies

3.26 These are the Government companies in whitkeas than 51 percent of the
paid-up capital is held by the Central governmaaté&Sgovernment or partly by the
central Government and partly by one or more stateernments and subsidiaries of
Government companies. These financial Companiesragaged in activities relating
to trading in shares, investment in securities ingldloans finance and other similar
activities viz; Power Finance Corporation, Indudtirinancial Corporation (IFCI),
Indian Railway Financial Corporation (IRFC), HouginUrban Development
Corporation (HUDCO) and state companies as Gujanaiustrial Investment
Corporation, Assam State Film Finance and Developi@erporation etc.

Non-government Non-Banking Financial Companies (NGNBF Cs)

3.27 These are the Non-banking financial companiéise private sector registered
under the Companies Act, 1956. The Industrial ¢rediestment Corporation of India
(ICICI) and Housing Development Financial CorpaatiHDFC) are two major
entities in this group. The ICICI has since beenvested into a bank and is now
covered under the commercial banks. The NGNBFCspasm share trading and
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investment holding companies, Loan finance comankdire purchase finance
companies, Financial leasing companies, and otlenpanies in non-banking
activities.

Post Office Saving Bank

3.28 The Post Office saving bank is a DCU coverethanking sector as per its
economic activity. Banking activities of the Dempaent of Posts cover post office
saving bank, cumulative time deposit account andmal saving certificates.

Co-operative Credit Societies

3.29 The co-operative credit societies play an ingm role to finance small

borrowers in various sectors of the economy. Thesee more than 1.37 lakh Co-
operative Credit Societies with a membership ofuald@6 million as on 31st March

1999. The details of the factor incomes of Co-opezaCredit Societies are obtained
from the publication Statistical Statements Retatin Co-operative Movement in

India, Vol. | - Credit Societies published by thABARD.

| nsurance Sector

3.30 The output of the insurance corporations sspres the value of the service
provided by them in arranging payments of claimd banefits in exchange for the
receipts of premiums and contributions. In the catansurance enterprises the
premium for insurance constitutes the main soufc@anme. They receive income
from investments (property income — interest anddend) as well. The value of
output of the insurance activity is estimated tgkimto account (a) the actual
premium earned (b) income from investment of insceareserve (equivalent to
premium supplements) (c) less claims which becomne for payment during the
accounting period (d) less change in actuarialrveseand reserves for with profits
insurance. In the case of general insurance, imdpseevice charges are measured as
the receipts on account of premium plus interesti aividends earned less
expenditure on account of claims paid.

3.31 The institutional units involved in insuraneee pre-eminently insurance
companies and corporations. Till recently the iasge sector was a government
monopoly and the following were the institutionaits which covered completely the
two categories of insurance services namely Lifddha-Life (General) Insurance:

(A) Life insurance, covered by the (i) Life Insurancergdration and (ii)
Postal Life Insurance.
General/Non-Life Insurance covered by the (i) Geahdnsurance
Corporation of India and its subsidiaries

(B) Deposit Insurance & Credit Guarantee Corporatibindia Limited
and,

(C) Export Credit & Guarantee Corporation Limited.

3.32 The coverage also includes the Postal Lifararsce and the Employees State
Insurance Scheme. With the opening up of the arsie sector to the private, many
private insurance companies, both in the life aod-life business have entered the
insurance market regulated by the Insurance RemyladDevelopment Authority
(IRDA). The private sector companies have also beelnded in the coverage of the
insurance sector from 2001-02. Apart from the oizgd activity of the insurance
companies, the activities of insurance agents tatestthe unorganized insurance
activity and are also covered in the national ant®u
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(c) Non financial corporations

3.33 They are principally engaged in the productidnmarket goods and non-

finacial services. These comprise NDCUs of nonffaial undertakings/ enterprises
of central, state, union territory governments &whl authorities under the industry
groups agriculture, forestry and logging, fishimgining, manufacturing, electricity

and gas, road air and water transport including pasts, storage and warehousing,
trade, hotels & restaurants and other servicesy Hi®o include the non-financial

corporations under the private corporate sectdudneg the joint stock companies
registered under the Companies Act 1956 and thepeoative societies (other than
those covered under the financial corporations).

(d) Household (including NPI SHs) sector

3.35 For the purpose of compilation of accountshis Brochure, the 1993 SNA
institutional sectors of households and NPISHs hheen combined into one
institutional sector, namely the Household (inchgdiNPISHS) sector. This sector
corresponds to the unorganised sector in the NAe details of coverage of
unorganized sector in the NAS is given in the CSaiblication, National Accounts
Statistics: Sources and Methods, 2007.

(iv) Gross Domestic Product at Basic Prices

3.36  With the adoption of the System of Nationakdunts by the United Nations

Statistical Commission, member countries are exoetd prepare and present their
national accounts statistics following the accaumtistructure and framework

recommended in it. One of the recommendations eelat presentation of Gross

Domestic Product (GDP) at basic or at producexsepristead of at factor cost.

3.37 Inthe existing series of National AccountatiStics GDP is being compiled at
factor cost by industry of origin. GDP at factorstoneans, sum of incomes accrued
to the factors of production namely land, labouapital and entrepreneur. Any
income accrued to the Government in the form oksagndirect) less subsidies
during the process of production is not counteGB® at the level of industry.

3.38 GDP at market prices is obtained by addingectitax less subsidies to GDP
at GDP factor cost. The following components of engtiture on final uses of GDP
are independently estimated.

(1) Government final consumption

(2) Private final consumption

(3) Capital formation

(4) Net exports of goods and services.

Difference between the GDP from production side expenditure side are treated as
statistical discrepancy.

3.39 Valuation of GDP at basic prices:

According to SNA, basic price is the amount reable by the producer from the
purchaser for a unit of a good or service produredutput minus any tax payable,
plus any subsidy receivable, on that unit as aemumsnce of its production or sale. It
excludes any transport charges invoiced separételthe producer. Thus, GDP at
basic price includes taxes and subsidies on pramuct
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For the purpose of compilation of GDP at basic ggjcGDP at factor cost is
adjusted for production taxes and subsidies. Thidone by bifurcating estimates of
Indirect Tax into product and production taxesoduct taxes include Excise, service
tax, custom, and sales tax. Stamp duty and oéixesstand duties have been treated as
production tax. Also land revenue has been treated as produtdia Production
tax thus estimated has been allocated to diffesecitors and industries in proportion
to their estimated net capital stock. Estimatesulifsidies are available from budget
documents. This includes both product and prodoaigosidies. As no direct data is
available for production subsidies, industry wiseduction subsidy obtained from
the analysis of public enterprises accounts has bsed as production subsidy for the
total economy on the assumption that productiorsisiylds primarily given to public
sector units only. Industry wise estimates of piaitbn tax less production subsidies
are added to estimate of GDP at factor cost bystrgwf origin to get the estimate of
GDP at basic prices.
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Notes on Accounts

This issue of National Accounts Statistics presentegrated economic
accounts in which are included the Transaction @as0i.e., goods and services
account, full sequence of accounts i.e., Curratofints and Accumulation accounts
(capital account and finance account) and Resthefworld Account (external
transaction account). Current Accounts record pebdn of goods and services and
generation, distribution and use of income. Acclathon Accounts deals with
changes in assets, liabilities and net worth, wttie Rest of the World Account
comprises those categories of accounts necessamapture the full range of
transactions that take place between the total@ugrand the rest of the world.

I ntegr ated accountsfor total economy

Account 0: Goods and services account
The basic relationship in the goods and serviceatt is the following:

Output + Imports = Intermediate consumption
+ Final consumption
+ Gross capital formation
+ Exports

The goods and services account (Account 0) shawghé economy as a whole, the
total resources i.e. output and imports(S-75) aed af goods and services i.e.
intermediate consumption, final consumption expemd(S-5), gross fixed capital
formation(S-5), change in inventories( S-5), acifjois less disposals of valuables(S-
5) and exports(S-75). Taxes on products less sels@re also included on the
resource side of the accounts. Taxes on produetseaprded only at the level of the
total economy. Output estimates presented heredacmarket output, non-market
output and output for own final use. Estimatewiput prepared for all economic
activities have been summed up for the economy.

Account |: Production Account

. The basic relationship in the production accasitihe following:

Output = Intermediate consumption
+ Value added

The balancing item (value added) is obtained by tragbng intermediate

consumption from output. Value added may be gooseet (items 6 and 7 of S-1) of
consumption of fixed capital (CFC)(S-1).
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Account I1.1.1: Generation of Income Account
The basic relationship in the generation of inc@aoeount is the following:

Value added = Compensation of employees
+ Other taxes less subsidies on production
+ Operating surplus

The generation of income account records from thatf view of producers, how

the value added is distributed to the factors dfola and capital and to the
government by way of taxes on production and ingpbess subsidies. Value added
(item 7 of S-1), the balancing item brought forwém@m the Production Account, is

treated as a resource for the producer. Under asespayments to labour as
compensation of employees (CE) (item 10 of S-7@&dj to government in the form

of taxes less subsidies on production and impdréxes on production consist of
taxes payable on goods and services when they m@uqed, delivered, sold,

transferred or otherwise disposed of by their poedsi plus other taxes on production,
consisting mainly of taxes on the ownership or ofskand, buildings or other assets
used in production or on the labour employed, angensation of employees paid.
The balancing item in this account is operatingpis’mixed income.(The difference
between the figures of OS/MI shown in S-76.1 dmat presented in the account is
due to the treatment of land revenue as produtaion

Account I1.1.2: Allocation of Primary Income Account
The basic relationship in the allocation of prignarcome account is:

Balance of primary incomes = Operating surplus
+ Property income received
- Property income paid

The balance of primary incomes (item 9 of S-1) aiscludes receipts of
compensation of employees in the case of househmidsreceipts of taxes less
subsidies on production and imports in the casgavernment. Compensation of
employees (item 10 of S-76.1 and item 6.2 less #eBnof S-75) include also those
receivable from non-resident institutional secRnoperty income receivable (item 6.3
of S-75) from non-resident institutional sector grayable to rest of the world (item
6.9 of S-75) is also included.

Account 11.2: Secondary Distribution of ncome Account
The basic relationship in the secondary distrdyubf income account is:
Disposable incomeBalance of primary incomes
+ Currérainsfers received

— Curréransfers paid

In the Secondary Distribution of Income Accoung tiesources side of the account
records current transfers and the balance of gsginincome (brought forward from
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the Allocation of Primary Income Account). The @nt transfers in cash described as
follows: current taxes on income, wealth, etc.(i@mwof S-43 excluding land revenue)
; social contributions and benefits; current transf(item 4.2 of S-43), other current
transfers from rest of the world (item 6.4 of §-@&d miscellaneous receipts(item 10
of S-43). The same type of current transfers ishcahis time as payables,( other
current transfers to rest of the world ( item 60f(5-75)) are recorded on the use side
of the account. These pertain to those sectora/fiich these transfers are payables.
The account measures disposable income(S-1,S-dhwthe balancing item of the
account and is shown on the use side.

Account 11.3: Redistribution of incomein kind account

The redistribution of income in kind account tak&s process of income
redistribution one stage further. The basic reteiop in the Redistribution of income
account is:

Adjusted Disposable incomdisposable income
+ Social transfers received in kind
— Social transfers paid in kind

The social transfers in kind payable by governments are recorded on the left-
hand side of their redistribution of income in kiadcounts under uses. The same
type of social transfers receivable by the housklselctor is recorded on the right-
hand side of the account under resources. The neeide of the account also
records disposable income (brought forward fromo8dary distribution of Income
Account). Assuming that social transfers in kin#detgplace only between resident
units, the total value of the transfers in kindeigable by resident households must
equal the total value of those payable by govertmeits. This account measures
adjusted disposable income, which is the balaniterg of the account and is shown
on the use side. The adjusted disposable incoméhéatotal economy is the same as
its disposable income. In practice, the conceptadjusted disposable income is
mainly relevant to government units and househdlasgdistinction between adjusted
disposable income and disposable income beingwaeak at the level of the economy
as whole

Account 11.4.1: Use of disposable I|ncome Account

The basic relationship in the use of disposaltenme account is:

Saving = Disposable income
- Final consumption expenditure

The Use of Disposable Income Account, shows unegsources disposable income
which is brought forward from the Secondary Disitibn of Income Account. Final
consumption expenditure (S-1) is recorded on tles wsde. Statistical discrepancy
(S-6) is also shown here. The balancing item ofiteunt is savings (S-1) .
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Account I1.4.2: Use of adjusted disposable income account

The basic relationship in the use of disposablenme account is:

Saving =  Adjusted Disposable income
- Actual Final consumption expenditure

The Use of adjusted Disposable Income Accountwshander resources, adjusted
disposable income which is brought forward from fRedistribution of Income
Account. Actual Final consumption expenditure jSslrecorded on the uses side.
Statistical discrepancy (S-6) is also shown hehe Balancing item of the account is
savings (S-1) which is reflected in the next actounthe sequence, i.e., capital
account. The actual final consumption of househ@dsbtained by augmenting their
final consumption expenditure by the value of sotiansfers in kind receivable,
while that for government units is obtained by satting from their final
consumption expenditure social transfers in kingapée. The two versions of the
use of income account are not sequential or hieigat They are parallel accounts
that serve different analytical or policy purposes.

[11. Accumulation Accounts
Account I11.I: Capital Account
The basic relationship in the capital accountvegiby:

Change in net worth due to saving = Gfosxl capital formation
and capital transfers -Consumption of fixed capital
+Acquisitions less disposals of
other non-financial assets
+ Net lending

The Capital Account records assets on the left amdkliabilities and net worth on the
right side. The right side of the account presetmis resources available to
accumulate assets. These include net savings(Belbalancing item carried forward

from the Use of Income Account and capital trarsgfesm 6.14 of S-75). Capital

transfers payable are shown with a negative sipe.|&ft side of the account enters of
values of gross capital formation (S-20), CFC. Hatancing item in the Capital

Account which is net lending (+)/net borrowing ({em 6.15 of S-75) is shown on

the left side of the account

Account I11.2: Finance account.
The basic relationship in the financial account is:

Net lending = Net acquisition of financial asse
— Net incurrence of liabilities
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The financial account records transactions thabliresfinancial assets and liabilities
and that take place between institutional units lagitveen institutional units and the
rest of the world. These transactions in the @gsshow net acquisition of financial
assets (item 6.16 of S-75) on the left side orimairrence of liabilities on the right

side. The balancing item is net lending (+) or hetrowing (-),(item 6.15 of S-

75)which appears on the right side.

Account V.I: Rest of theworld account (Exter nal Transactions Account)

The rest of the world account, following the geha@ounting structure with
only minor variation, comprises those categorieaamfounts necessary to capture the
full range of transactions (S-8,S-75) that take@lbaetween the total economy and the
rest of the world.

I nstitutional Sector Accounts.
(Production and Gener ation of | ncome)

In this section an attempt has been made to pr@sedtiction and generation
of income account as prescribed by SNA93 for déffierinstitutional sectors on the
basis of data available in the National Accountsigdon(NAD) of CSO. At present
NAD compile estimates of GDP, NDP and factor incerbg industry of origin and
by organized and unorganized sectors of the econdrhg same data source,
methodology and coverage have been used to prdhase accounts. In NAS
(National Accounts Statistics, India) total econohas been divided into organised
and unorganised segments. In these accounts,amseg sector has been treated as
house hold sector and organised sector has beerdigiged into, Government,
Financial-corporations and Non—financial corponasio

Financial corporation (Banking and | nsurance Sector)

Account | Production Account

Estimate of output is shown in the resource silge uses side includes
intermediate consumption, gross and net value adoetd consumption of fixed
capital (CFC).

Account I1.1.1: Generation of |ncome Account
Value added, the balancing item brought forwardmf the Production
Account is shown in the resource side. Under asescompensation of employees

(CE)( item 8.1 a of S-76.1) and other taxes ompction. The balancing item in this
account is operating surplus )( item 8.1 a of Sy6
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Non - Financial corporations

Accounts for this sector has been arrived at assalual as the accounts of total
economy, household sector, General government rsaai financial corporations
which have been compiled separately.

Sequence Of Accountsfor the General Gover nment

Based on guidelines given in the SNA as well aspk®egin view the
organisational structure of the activities existimgthe country, the Government
sector is classified into the following groups:

a. Producers of government services, viz., adminisgatiepartments of the
government;
b. Departmental enterprises viz., (i) Railways, (igr@munication and (iii) Other

departmental enterprises;

Account | Production Account

Output estimates (sum of output given in S-37383 and own account
capital formation) present in the resources sidtude market output, output for own
final use (S-43). The balancing item (value added)obtained by subtracting
intermediate consumption(sum of intermediate comdion given in S-37,38,39,40
adjusted for other taxes on production) from outpdialue added may be gross or net
of consumption of fixed capital (CFC)( sum of CKsen in S-37,38,39,40).

Account I1.1.1: Generation of Income Account

Value added, the balancing item brought forwardmf the Production
Account. Under uses are compensation of emplo§@E¥ sum of CE given in S-
37,38,39,40), and other taxes on production. THankbag item in this account is
operating surplus (sum of OS given in S-37,3800,

Account 11.1.2: Allocation of Primary I ncome Account

In this account, the items shown under resource®perating surplus which
is brought forward from generation of income acdowlso included are taxes on
production and imports (sum of item 4 of S-1 anwtllaevenue less subsidies(item 5
of S-1)). Property income receivable (item 7.2 e43 is also included. Under uses
side the components of property income includesr@st on public debt (item 2 of S-
43), rent (item 3.1 of S-39) and interest (iter@ 8f S-39) payable and distributed
property incomes (item 1 of S-41 and item1 of S-42)

Account 11.2: Secondary Distribution of Income Account

In the Secondary Distribution of Income Accouthte tresources side of the
account records current taxes on income and we#dtl{items 8.1 and 8.3 of S-43) ,
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social contributions, other current transfers (itéth of S-43) and the balance of
primary income (brought forward from the Allocatioh Primary Income Account).
The same type of current transfers in cash, thig &@s payables (sum of item 4 of S-
43, item3 of S-41 and item3 of S-42) are recomiethe use side of the account. The
account measures disposable income which is tlamtial item of the account and is
shown on the use side.

Account |1.3: Redistribution of incomein kind account

The social transfers in kind payable by governmanits are recorded on the
left-hand side of the redistribution of income imd& accounts under uses. The
resources side of the account records disposalgiemi@ (brought forward from
Secondary distribution of Income Account). The arto measures adjusted
disposable income which is the balancing item efdbcount and is shown on the use
side.

Account 11.4.1: Use of disposable Income Account

The Use of Disposable Income Account, shows umegsources disposable
income which is brought forward from the Second@igtribution of Income
Account. Government Final consumption expendifiieen 1 of S-43) is recorded on
the uses side. The balancing item of the accousavwings (sum of items 4 of S-41
and S-42 and item 5 of S-43).

Account 11.4. 2: Use of adjusted disposable | ncome Account

The Use of adjusted Disposable Income Account, shander resources,
adjusted disposable income which is brought forwfmoin the Redistribution of
Income Account. Actual Final consumption expenditus recorded on the uses side.
The actual final consumption of for government simst obtained by subtracting from
their final consumption expenditure (S-1), sociahsfers in kind payable. Statistical
discrepancy (S-6) is also shown here. The balanteng of the account is savings (S-
1) which is reflected in the next account in thgusnce.

Account I11.I: Capital Account

The right side of the account include net savirlgs,balancing item carried forward
from the Use of Income Account and capital trarssfeyable (item 4 of S-46 ) and
receivable (item 7 of S-44 and item 8 of S-46).e Téift side of the account enters of
values of gross fixed capital formation (sum ofm&in S-44,S-45,S-46), change in
inventories(sum of item 1 in S-44,S-45,S-46), Asgions of non-produced non-

financial assets (sum of item 3 in S-44,S-45,Sa4®) CFC. The balancing item in the
Capital Account which is net lending (+)/net bormg (-) is shown on the left side of

the account.

Account 111.2: Finance account.
Net acquisition of financial assets (item 11 of §-% shown on the left side

or net incurrence of liabilities (item 9 of S-46datems 17 of S-44 and S-45 and item
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10 of S-46) on the right side. The balancing iiemet lending (+) or net borrowing
which appears on the right side.

Sequence of Accounts For The Household sector

The household sector including private unincorpatanterprise is the unorganized
segment of the economy.
Account I: Production Account

Estimates of output prepared for all economidvdiets of the unorganized
sector have been summed up and shown in the resoline uses side includes
intermediate consumption, gross and net value cadahel consumption of fixed
capital (CFC).

Account I1.l1.1: Generation of Income Account

Value added, the balancing item brought forwardmf the Production
Account. Under uses are compensation of employ@e¥ item 10 b of S-76.1) and
other taxes on production. The balancing item is #tcount is operating surplus)
(item 10 b of S-76.1).

Account I1.1.2: Allocation of Primary Income Account

In this account, the items shown under resource®perating surplus which
is brought forward from generation of income acdp@ompensation of employees
(item 10 of S-76.1 and item 6.2 of S-75) and propeicome(item 2 of S-43, item 6.3
of S-75 and S-76.2). Under uses side the compensait employees (item 6.8 of S-
75) and property income to rest of the world (itérA of S-75) are included. The
balance of primary income is shown on the use side.

Account 11.2: Secondary Distribution of Income Account

In the Secondary Distribution of Income Accoulthte tresources side of the
account records current taxes on income and weddth(items 4.2 of S-43 and item
6.4 of S-75) and the balance of primary income (ght forward from the Allocation
of Primary Income Account). Current taxes on inecemd wealth (item 8.3 of S-43)
and current transfers as payables (item 10 of &8 item 6.10 of S-75) are
recorded on the use side of the account. The bafaitem of the account, disposable
income ( item 20 of S-4 after excluding consumptiand savings of quasi-
government bodies and current transfers to resteoivorld(item 4.1 of S-43).

Account 11.3 Redistribution of incomein kind account
The social transfers in kind received by househaddds recorded on the right

side of the redistribution of income in kind acctsunnder resources. The resources
side of the account also records disposable ingdmoeight forward from Secondary
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distribution of Income Account). The account measuadjusted disposable income
which is the balancing item of the account anchas on the use side.

Account 11.4.1: Use of disposable Income Account

The Use of Disposable Income Account, shown umdsources disposable
income is brought forward from the Secondary bstion of Income Account.
Private Final consumption expenditure (item 3.5€B) is recorded on the uses side.
The balancing item of the account is savings (it of S-18) and the statistical
discrepancy (item 3.4 of S-6).

Account 11.4. 2: Use of adjusted disposable Income Account

The Use of adjusted Disposable Income Account, shander resources,
adjusted disposable income which is brought forwfroin the Redistribution of
Income Account. Actual Final consumption expenditis recorded on the uses side.
The actual final consumption of for householdshtamed by augmenting their final
consumption expenditure(S-1) by the value of sotiahsfers in kind receivable.
Statistical discrepancy (S-6) is also shown hehle Balancing item of the account is
savings (S-1) which is reflected in the next ac¢anithe sequence.

Account I11.I: Capital Account

The right side of the account includes net savittys balancing item carried forward
from the Use of Income Account. The left side lo¢ taccount enters of values of
gross fixed capital formation (item 2.3 of S-1&)ange in inventories(item 3.3 of S-
19) and CFC. The balancing item in the Capital Arxtovhich is net lending (+)/net

borrowing (-)( item 4 of S-73) is shown on the Efle of the account.

Account 111.2: Finance account.
Net acquisition of financial assets (item 1 of §-i&shown on the left side
and net incurrence of liabilities (item 3 of S-78h the right side. The balancing item

is net lending (+) or net borrowing (-)( item 4 $f73) which appears on the right
side.
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