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 Foreword

Foreword
To achieve the objectives set by the Treaty on the 
Functioning of the European Union, and more specifically 
on economic and monetary union, we need high-quality 
statistical instruments which provide the Union institu-
tions, governments, economic and social operators, and 
analysts with a set of harmonised and reliable statistics on 
which to base their decisions and policy advice.

The new European System of National and Regional 
Accounts (ESA 2010) is a major development of the pre-
vious version of 1995. Progress has been achieved in the 
harmonisation of methodology and in the precision and 
accuracy of the concepts, definitions, classifications and 
accounting rules which are needed to enable a consist-
ent, reliable and comparable statistical description of the 
economies of the Member States and the Union itself. ESA 
2010 contains new chapters on important subjects such as 
financial services measurement, pensions and insurance, 
European accounts and government accounts. There are 
also new chapters on generic issues such as the rest of the 
world account, links with business accounts, and satellite 
accounts, with illustrative examples.

ESA 2010 is the fruit of several years’ work. It draws 
on the experience acquired by the European Statistical 
System during its work on harmonising gross national 
income (GNI) and on monitoring the excessive deficit 
procedure (EDP) statistics. The European Commission is 
deeply grateful to all those who contributed to the discus-
sions, and in particular to the specialists from the national 
statistical institutes, the national central banks and the 
European Central Bank, for the perseverance and exper-
tise with which they helped Eurostat to accomplish this 
task. 

ESA 2010 is broadly consistent with the System of National 
Accounts of the United Nations (2008 SNA) with regard 
to definitions, accounting rules and classifications. It 
nevertheless incorporates certain differences, particularly 
in its presentation, which is more in line with its specific 
use within the Union. This specific use, in fact, requires 
greater accuracy in the definitions and the accounting 

rules. It is essential that the key aggregates of the national 
accounts be comparable between Member States, given 
the depend ence of policy within the Union on national 
accounts statistics. 

To ensure that the concepts, methodologies and account-
ing rules set out in this volume are strictly applied, it has 
been decided, following a proposal from the Commission, 
to give it a solid legal basis. ESA 2010 was thus adopted in 
the form of a regulation of the European Parliament and 
of the Council dated 21 May 2013. This regulation com-
prises binding methodological rules to secure comparabil-
ity of national accounts aggregates, and a compulsory data 
transmission programme.

This joint effort by members of the European Statistical 
System will be an essential tool for formulating and imple-
menting the entire range of Union policies, whether 
economic, agricultural, regional, social, commercial or 
environmental.

ESA 2010 will be a crucial aid in the training of those 
running, understanding and analysing the European 
economy.

It is our aim to provide the statistics compiled at the level 
of the Union in the form, frequency and reliability that 
fully meet the requirements of the users.

In this way, Eurostat aims to give all those engaged in 
building Europe for the future — institutions, businesses 
and members of the public alike — the means to base 
their decisions on a genuine understanding of the issues 
involved.

June 2013

 
 Walter Radermacher 
 Director-General, Eurostat 
 Chief Statistician of the European Union
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CHAPTER 1

General features and basic principles

General features

1.01 The European System of Accounts (herein after 
referred to as ‘the ESA 2010’ or ‘the ESA’) is an 
internationally compatible accounting framework 
for a systematic and detailed description of a total 
economy (that is, a region, country or group of 
countries), its components and its relations with 
other total economies.

1.02 The predecessor of the ESA 2010, the European 
System of Accounts 1995 (the ESA 95), was pub-
lished in 19961. The ESA 2010 methodology as set 
out in this Annex has the same structure as the 
ESA  95 publication for the first 13  chapters, but 
then has 11 new chapters elaborating aspects of the 
system which reflect developments in measuring 
modern economies, or in the use of the ESA 95 in 
the European Union (the EU).

1.03 The structure of this manual is as follows. 
Chapter  1 covers the basic features of the system 
in terms of concepts, and sets out the principles of 
the ESA and describes the fundamental statistical 
units and their groupings. It gives an overview of 
the sequence of accounts, and a brief description 
of key aggregates and the role of supply and use 
tables and the input-output framework. Chapter 2 
describes the institutional units used in measur-
ing the economy, and how these units are classi-
fied into sectors and other groups to allow analysis. 
Chapter 3 describes all transactions with regard to 
products (goods and services), as well as non-pro-
duced assets, in the system. Chapter 4 describes all 
the transactions in the economy which distribute 
and re-distribute income and wealth in the econ-
omy. Chapter 5 describes the financial transactions 
in the economy. Chapter 6 describes the changes 
that can occur to the value of assets through non-
economic events or price changes. Chapter  7 

1 Council Regulation (EC) No 2223/96 of 25 June 1996 on the European system of 
national and regional accounts in the Community (OJ L 310, 30.11.1996, p. 1).

describes balance sheets, and the asset and liabil-
ity classification scheme. Chapter  8 sets out the 
sequence of accounts, and the balancing items 
associated with each account. Chapter 9 describes 
supply and use tables, and their role in reconcil-
ing the measures of income, output and expend-
iture in the economy. It also describes the input-
output tables that can be derived from the supply 
and use tables. Chapter 10 describes the conceptual 
basis for the price and volume measures associated 
with the nominal values found in the accounts. 
Chapter  11 describes the population and labour 
market measures which can be used with meas-
ures of the national accounts in economic analy-
sis. Chapter 12 gives a brief description of quarterly 
national accounts, and how they differ in emphasis 
from the annual accounts.

1.04 Chapter  13 describes the purposes, concepts and 
compilation issues in drawing up a set of regional 
accounts. Chapter  14 covers the measurement of 
financial services provided by financial intermedi-
aries and funded through net interest receipts, 
and reflects years of research and development by 
Member States in order to have a measure which 
is robust and harmonised across Member States. 
Chapter  15 on contracts, leases and licences is 
ne cessary to describe an area of increasing impor-
tance in the national accounts. Chapters  16 and 
17 on insurance, social insurance and pensions 
describe how these arrangements are handled in 
the national accounts, as questions of redistribution 
become of increasing interest as populations age. 
Chapter 18 covers the rest of the world accounts, 
which are the national accounts equivalent to the 
accounts of the balance of payments measuring sys-
tem. Chapter 19 on European Accounts is also new, 
covering aspects of the national accounts where 
European institutional and trading arrangements 
raise issues which require a harmonised approach. 
Chapter 20 describes the accounts for the govern-
ment sector — an area of special interest as issues 
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of fiscal prudence by Member States continue to be 
critical in the conduct of economic policy in the EU. 
Chapter  21 describes the links between business 
accounts and national accounts, an area of grow-
ing interest as multinational corpor ations become 
responsible for an increasing share in gross domes-
tic product (GDP) for all countries. Chapter  22 
describes the relationship of satellite accounts with 
the main national accounts. Chapters  23 and 24 
are for reference purposes; Chapter 23 sets out the 
classifications used for sectors, activities and prod-
ucts in the ESA 2010, and Chapter 24 sets out the 
complete sequence of accounts for every sector.

1.05 The structure of the ESA 2010 is consistent with 
the worldwide guidelines on national accounting 
set out in the System of National Accounts 2008 
(2008 SNA), apart from certain differences in pres-
entation and the higher degree of precision of some 
of the ESA 2010 concepts which are used for spe-
cific EU purposes. Those guidelines were produced 
under the joint responsibility of the United Nations 
(UN), the International Monetary Fund (IMF), the 
Statistical Office of the European Union (Eurostat), 
the Organisation for Economic Cooperation and 
Development (OECD) and the World Bank. The 
ESA 2010 is focused on the circumstances and data 
needs in the EU.  Like the 2008 SNA, the ESA 2010 
is harmonised with the concepts and classifications 
used in many other social and economic statistics 
(for example, statistics on employment, statistics 
on manufacturing and statistics on external trade). 
The ESA 2010 therefore serves as the central frame-
work of reference for the social and economic stat-
istics of the EU and its Member States.

1.06 The ESA framework consists of two main sets of 
tables:

(a) the institutional sector accounts;

(b) the input-output framework, and the accounts 
by industry.

1.07 The sector accounts provide, by institutional sec-
tor, a systematic description of the different stages 
of the economic process: production, generation 
of income, distribution of income, redistribution 
of income, use of income and financial and non-
financial accumulation. The sector accounts also 
include balance sheets to describe the stocks of 

assets, liabilities and net worth at the beginning 
and the end of the accounting period.

1.08 The input-output framework, through the sup-
ply and use tables, sets out in more detail the pro-
duction process (cost structure, income generated 
and employment) and the flows of goods and ser-
vices (output, imports, exports, final consump-
tion, intermediate consumption and capital forma-
tion by product group). Two important account-
ing identities are reflected in this framework: the 
sum of incomes generated in an industry is equal 
to the value added produced by that industry; and, 
for any product or grouping of products, supply is 
equal to demand.

1.09 The ESA 2010 encompasses concepts of population 
and employment. Such concepts are relevant for 
the sector accounts, the accounts by industry and 
the supply and use framework.

1.10 The ESA 2010 is not restricted to annual national 
accounting, but applies also to quarterly and 
shorter or longer period accounts. It also applies to 
regional accounts.

1.11 The ESA 2010 exists alongside the 2008 SNA 
because of the uses of national accounts meas-
ures in the EU. The Member States are responsi-
ble for the collection and presentation of their own 
national accounts to describe the economic situ-
ation of their countries. Member States also com-
pile a set of accounts which are submitted to the 
Commission (Eurostat) as part of a regulatory 
data transmission programme, for key social, eco-
nomic and fiscal policy uses in the Union. Those 
uses include determination of Member State 
monetary contributions to the EU budget via the 
‘fourth resource’, aid to regions of the EU through 
the structural funds programme and surveillance 
of Member States’ economic performance in the 
framework of the excessive deficit procedure and 
of the Stability and Growth Pact.

1.12 In order that levies and benefits are distributed 
according to measures compiled and presented in a 
strictly consistent manner, the economic statistics 
used for those purposes shall be compiled accord-
ing to the same concepts and rules. The ESA 2010 
is a regulation setting forth the rules, conventions, 
definitions and classifications to be applied in pro-
ducing the national accounts in Member States 
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which are to be part of the data transmission pro-
gramme as set out in Annex B to this Regulation.

1.13 Given the very large sums of money involved in 
the contributions and benefits system operated in 
the EU, it is essential that the measurement sys-
tem be applied consistently in each Member State. 
In such circumstances, it is important to adopt a 
cautious approach to estimates which cannot be 
observed directly in the market place, avoiding the 
use of model-based procedures for the estimation 
of measures in the national accounts.

1.14 The ESA 2010 concepts are in several instances more 
specific and precise than those of the 2008 SNA in 
order to ensure as much consistency as possible 
between Member States measures derived from the 
national accounts. This over-riding requirement 
for robust consistent estimates has resulted in the 
identification of a core set of national accounts in 
the EU. Where the level of consistency of measure-
ment across Member States is insufficient, the latter 
estimates are generally included in so-called ‘non-
core-accounts’ covering supplementary tables and 
satellite accounts.

1.15 An example of where it has been considered neces-
sary to be cautious in the design of the ESA 2010 
lies in the field of pension liabilities. The case for 
measuring these to assist in economic analyses is a 
strong one, but the critical requirement in the EU 
to produce accounts which are consistent across 
time and space has obliged a cautious approach.

Globalisation

1.16 The increasingly global nature of economic activity 
has increased international trade in all its forms, and 
increased the challenges to countries of recording 
their domestic economies in the national accounts. 
Globalisation is the dynamic and multidimen-
sional process whereby national resources become 
more internationally mobile, while national econ-
omies become increasingly interdependent. The 
feature of globalisation which potentially causes 
most measurement problems for national accounts 
is the increasing share of international transactions 
undertaken by multinational companies, where 
the transactions across borders are between par-
ents, subsidiaries and affiliates. However other 

challenges exist, and a more exhaustive list of data 
issues is as follows:

(1) transfer pricing between affiliated corporations 
(valuation of imports and exports);

(2) the increase in toll processing, where goods are 
traded across international borders with no 
change in ownership (goods for processing), 
and merchanting;

(3) international trading via the internet, both for 
corporations and households;

(4) the trade and use of intellectual property assets 
across the world;

(5) workers working abroad, and remitting signifi-
cant amounts to the family in the domestic ter-
ritory (workers’ remittances, as part of personal 
transfers);

(6) multinational corporations organising their 
business across national boundaries, to maxi-
mise production efficiency and minimise the 
global tax burden. This can give rise to artificial 
corporation structures which may not reflect 
the economic reality;

(7) the use of off-shore financing vehicles (special 
purpose entities and other forms) to arrange 
finance for global activities;

(8) re-exports of goods, and in the EU the trans-
port of goods between Member States after 
entry into the Union (quasi transport);

(9) increase in foreign direct investment relation-
ships, and the need to identify and allocate 
direct investment flows.

1.17 All of these increasingly common aspects of glo-
balisation make the capture and accurate measure-
ment of cross-border flows a growing challenge for 
national statisticians. Even with a comprehensive 
and robust collection and measurement system for 
the entries in the rest of the world sector (and thus 
also in the international accounts found in the bal-
ance of payments), globalisation will increase the 
need for extra efforts to maintain the quality of 
national accounts for all economies and groupings 
of economies.
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Uses of the ESA 2010

Framework for analysis and policy

1.18 The ESA framework can be used to analyse and 
evaluate:

(a) the structure of a total economy. Examples of 
types of measurement used are:

(1) value added and employment by industry;

(2) value added and employment by region;

(3) income distributed by sector;

(4) imports and exports by product group;

(5) final consumption expenditure by functional 
heading and product group;

(6) fixed capital formation and fixed capital stock by 
industry;

(7) the composition of the stocks and flows of finan-
cial assets by type of asset and by sector;

(b) specific parts or aspects of an economy. 
Examples are:

(1) banking and finance in the national economy;

(2) the role of government and its financial position;

(3) the economy of a specific region (in comparison to 
that of the nation as a whole);

(4) household saving and debt levels;

(c) the development of an economy over time. 
Examples are:

(1) the analysis of GDP growth rates;

(2) the analysis of inflation;

(3) the analysis of seasonal patterns in household 
expenditure on the basis of quarterly accounts;

(4) the analysis of the changing importance of particu-
lar types of financial instruments over time, e.g. the 
increased importance of financial derivatives;

(5) the comparison of the industrial structures of the 
national economy over the long term;

(d) a total economy in relation to other economies. 
Examples are:

(1) the comparison of the roles and size of govern-
ment in the Member States of the EU;

(2) the analysis of the interdependencies between the 
economies of the EU, taking into account Member 
States and their regions;

(3) the analysis of the composition and destination of 
the exports of the EU;

(4) the comparison of GDP growth rates or disposable 
income per capita in the EU and other developed 
economies.

1.19 For the EU and its Member States, the figures from 
the ESA framework play a major role in formu-
lating and monitoring their social and economic 
policies.

The following examples demonstrate uses of the 
ESA framework:

(a) monitoring and guiding the euro area macro-
economic and monetary policymaking, and 
defining criteria of convergence for the eco-
nomic and monetary union (EMU) in terms 
of national accounts figures (e.g. GDP growth 
rates);

(b) defining criteria for the excessive deficit proced-
ure: measures of government deficit and debt;

(c) granting financial support to regions in the EU: 
the allocation of expenditure funds to regions 
uses regional accounts statistics;

(d) determining the own resources of the EU 
budget. The latter depend on national accounts 
figures in three ways:

(1) the total resources for the EU are determined as 
a percentage of the sum of Member States’ gross 
national incomes (GNI);

(2) the third own resource of the EU is the VAT own 
resource. The contributions by the Member States 
for this resource are largely determined by national 
accounts figures, because these figures are used to 
calculate the average VAT rate;

(3) the relative sizes of the contributions by the 
Member States for the fourth own resource of the 
EU are based on their gross national income esti-
mates. These estimates are the basis for the major-
ity of Member States’ payments.

Characteristics of the ESA 2010 concepts

1.20 In order to establish a balance between data needs 
and data possibilities, the concepts in the ESA 2010 
have several important characteristics. The charac-
teristics are that the accounts are:

(a) internationally compatible;

(b) harmonised with other social and economic 
statistical systems;
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(c) consistent;

(d) operational, meaning that they can be meas-
ured in practice;

(e) different from most administrative concepts;

(f) well-established and fixed over a long period;

(g) focused on describing the economic process in 
monetary and readily observable terms;

(h) capable of applying in different situations and 
for different purposes.

1.21 The concepts in the ESA 2010 are internationally 
compatible because:

(a) the concepts in the ESA 2010 are consist-
ent with those in the worldwide guidelines on 
national accounting, i.e. the 2008 SNA;

(b) for the Member States, the ESA 2010 is the 
standard for submitting national accounts data 
to all international organisations;

(c) international compatibility of concepts is 
essential when comparing statistics for differ-
ent countries.

1.22 The concepts in the ESA 2010 are harmonised 
with those in other social and economic statistics 
because the ESA 2010 employs concepts and classi-
fications (e.g. Statistical classification of economic 
activities in the European Union ‘NACE rev. 2’2) 
that are used for other social and economic statis-
tics of Member States, e.g. in statistics on manu-
facturing, statistics on external trade and statistics 
on employment; conceptual differences have been 
kept to a minimum. Furthermore, the concepts 
and classifications in the ESA 2010 are harmonised 
with those of the United Nations.

This harmonisation with social and economic stat-
istics helps the linkage to and comparison with 
these figures, so that the quality of the national 
accounts figures can be assured. Furthermore, the 
information contained in these specific statistics 
can be better related to the general statistics on the 
national economy.

2 Regulation (EC) No 1893/2006 of the European Parliament and of the Council of 
20 December 2006 establishing the statistical classification of economic activities 
NACE Revision 2 (OJ L 393, 30.12.2006, p. 1).

1.23 The shared concepts used throughout the national 
accounting framework and the other social and 
economic statistical systems enable consistent 
measures to be derived. For example, the following 
ratios can be calculated:

(a) productivity figures, such as value added per 
hour worked (these figures require consistency 
between the concepts of value added and hours 
worked);

(b) national disposable income per capita (this 
ratio requires consistency between the concepts 
of national disposable income and measures of 
population);

(c) fixed capital formation as a percentage of 
fixed capital stock (this ratio requires consist-
ency between the definitions of these flows and 
stocks);

(d) government deficit and government debt as 
percentages of gross domestic product (these 
figures require consistency between the con-
cepts of government deficit, government debt 
and gross domestic product).

The internal consistency of concepts allows esti-
mates to be derived by residual, e.g. saving can 
be estimated as the difference between disposable 
income and final consumption expenditure.

1.24 The concepts in the ESA 2010 are applied with data 
collection and measurement in mind. The oper-
ational character is revealed in several ways in the 
guidance for drawing up the accounts.

(a) Activities or items are only described when sig-
nificant in size. For example: own-account pro-
duction of goods by households such as weav-
ing cloth and the production of pottery shall 
not be recorded as production, because these 
are insignificant for EU countries.

(b) Some concepts are accompanied by guid-
ance on how to estimate them. For example, 
in defining consumption of fixed capital, ref-
erence is made to linear depreciation. For 
estimating fixed capital stock, the Perpetual 
Inventory Method is to be applied where direct 
information on the stock of fixed assets is miss-
ing. Another example is the valuation of own-
account production: in principle, it is valued 
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at basic prices, but if necessary the basic price 
valu ation may be approximated by adding up 
the various costs involved.

(c) Some conventions have been adopted. For 
example the collective services provided by 
government are all classified as final consump-
tion expenditure.

1.25 However, the data needed for national accounts 
statistics may not be easy to collect directly, as 
the underlying concepts usually diverge from the 
concepts underlying administrative data sources. 
Examples of the administrative sources are busi-
ness accounts, records for various types of taxes 
(VAT, personal income tax, import levies, etc.), 
social security data and data from supervisory 
boards on banking and insurance. These admin-
istrative data serve as inputs for compiling the 
national accounts. In general, they are transformed 
in order to comply with the ESA.

The concepts in the ESA usually differ from their 
administrative counterparts in that:

(a) administrative concepts differ between coun-
tries. As a consequence, international com-
patibility is not possible using administrative 
concepts;

(b) administrative concepts change over time. As 
a consequence, comparisons over time are not 
possible through administrative concepts;

(c) the concepts underlying administrative data 
sources are usually not consistent among dif-
ferent administrative systems. However, link-
ing and comparing data, which is crucial for 
compiling national accounts figures, is only 
possible with a consistent set of concepts;

(d) the administrative concepts are generally not 
optimal for economic analysis and the evalu-
ation of economic policy.

1.26 Nevertheless, administrative data sources meet the 
data needs of national accounts and other statistics 
very well, because:

(a) concepts and classifications originally devised 
for statistical purposes are also adopted for 
administrative purposes, e.g. the classification 
of government expenditure by type;

(b) administrative data sources explicitly take 
account of the (separate) data needs of statis-
tics; this applies, for example, to the Intrastat 
system for providing information about deliv-
eries of goods between Member States.

1.27 The main concepts in the ESA are well established 
and fixed over a long period, because:

(a) they have been approved as the international 
standard for many years;

(b) in the successive international guidelines on 
national accounting, very few of the underlying 
concepts change.

This conceptual continuity reduces the need to 
recalculate time series. Furthermore, it limits the 
vulnerability of the concepts to national and inter-
national political pressure. For these reasons, the 
national accounts figures have been able to serve 
as an objective database for economic policy and 
analysis.

1.28 The concepts in the ESA 2010 are focused on 
describing the economic process in monetary and 
readily observable terms. Stocks and flows that are 
not readily observable in monetary terms, or that 
do not have a clear monetary counterpart, are not 
recorded in the ESA.

This principle has not been applied strictly, because 
account should also be taken of the requirement 
of consistency and the needs of users. For exam-
ple, consistency requires that the value of collect-
ive services produced by government is recorded 
as output, because the payment of compensation 
of employees and the purchase of all kinds of goods 
and services by government are readily observ able 
in monetary terms. Furthermore, for the purposes 
of economic analysis and policy, describing the 
collective services of government in relation to the 
rest of the national economy increases the useful-
ness of the national accounts as a whole.

1.29 The scope of the concepts in the ESA can be illus-
trated by considering some important borderline 
issues.

The following shall be recorded within the produc-
tion boundary of the ESA (see paragraphs 3.07 to 
3.09):
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(a) production of individual and collective services 

by government;

(b) own-account production of housing services by 
owner-occupiers;

(c) production of goods for own final consump-
tion, e.g. of agricultural products;

(d) own-account construction, including that by 
households;

(e) production of services by paid domestic staff;

(f) breeding of fish in fish farms;

(g) production forbidden by law, as long as all 
units involved in the transaction enter into it 
voluntarily;

(h) production from which the revenues are not 
declared in full to the fiscal authorities, e.g. 
clandestine production of textiles.

1.30 The following fall outside the production bound-
ary, and shall not be recorded in the ESA:

(a) domestic and personal services produced and 
consumed within the same household, e.g. 
cleaning, the preparation of meals or the care of 
sick or elderly people;

(b) volunteer services that do not lead to the pro-
duction of goods, e.g. care-taking and cleaning 
without payment;

(c) natural breeding of fish in open seas.

1.31 The ESA records all outputs that result from 
production within the production boundary. 
However, the outputs of ancillary activities shall 
not be recorded. All inputs consumed by an ancil-
lary activity shall be treated as inputs to the activity 
it supports. If an establishment undertaking only 
ancillary activities is statistically observable, in that 
separate accounts for the production it undertakes 
are readily available, or if it is in a geographically 
different location from the establishments it serves, 
it has to be recorded as a separate unit and allo-
cated to the industrial classification correspond-
ing to its principal activity, in both national and 
regional accounts. In the absence of suitable basic 
data being available, the output of the ancillary 
activity may be estimated by summing costs.

1.32 If activities are regarded as production and their 
output is recorded, then the concomitant income, 
employment, final consumption, etc. are also 
recorded. For example, as the own-account pro-
duction of housing services by owner-occupiers 
is recorded as production, so the income and final 
consumption expenditure it generates for these 
owner-occupiers are also recorded. As there is, by 
definition, no labour input to the production of the 
services of owner-occupied dwellings, no employ-
ment is recorded. This maintains consistency with 
the system of labour statistics, where no employ-
ment is recorded for ownership of dwellings. The 
reverse holds when activities are not recorded as 
production: domestic services produced and con-
sumed within the same household do not generate 
income and final consumption expenditure and no 
employment is involved.

1.33 The ESA also lays down conventions, concerning:

(a) valuation of government output;

(b) valuation of the output of insurance services 
and financial intermediation services indirectly 
measured;

(c) recording of the collective services provided by 
government as final consumption expenditure 
and not as intermediate consumption;

Classification by sector

1.34 Sector accounts are created by allocating units to 
sectors and this enables transactions and balancing 
items of the accounts to be presented by sector. The 
presentation by sector reveals many key measures 
for economic and fiscal policy purposes. The main 
sectors are households, government, corporations 
(financial and non-financial), non-profit institu-
tions serving households (NPISHs) and the rest of 
the world.

The distinction between market and non-market 
activity is an important one. An entity controlled 
by government, which is shown to be a market cor-
poration, is classified in the corporation sector, 
outside the general government sector. Thus, the 
deficit and debt levels of the corporation will not 
be part of the general government deficit and debt.
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1.35 It is important that clear and robust criteria for 
allocating entities to sectors are set out.

The public sector consists of all institutional units 
resident in the economy that are controlled by gov-
ernment. The private sector consists of all other 
resident units.

Table 1.1 sets out the criteria used to distinguish 
between public and private sector, and in the pub-
lic sector between the government sector and pub-
lic corporations sector, and in the private sector 
between the NPISH sector and the private corpor-
ations sector.

Table 1.1

Criteria Controlled by government
(public sector)

Privately controlled
(private sector)

Non-market output General government NPISH

Market output Public corporations Private corporations

1.36 Control is defined as the ability to determine the 
general policy or programme of an institutional 
unit. Further details in relation to the definition of 
control are given in paragraphs 2.35 to 2.39.

1.37 Differentiating between market and non-market, 
and so, for public sector entities, classifying them 
into the general government sector or the corpor-
ations sector, is decided by the following rule:

An activity shall be considered as a market activ-
ity when the corresponding goods and services are 
traded under the following conditions:

(1) sellers act to maximise their profits in the long 
term, and do so by selling goods and services 
freely on the market to whoever is prepared to 
pay the asking price;

(2) buyers act to maximise their utility given their 
limited resources, by buying according to 
which products best meet their needs at the 
offered price;

(3) effective markets exist where sellers and buyers 
have access to, and information on, the market. 
An effective market can operate even if these 
conditions are not met perfectly.

1.38 The detail in the conceptual framework of the ESA 
offers the opportunity for flexibility: some concepts 
are not explicitly present in the ESA but can never-
theless easily be derived from it. An example is the 
creation of new sectors by rearranging the subsec-
tors defined in the ESA.

1.39 Flexibility exists also through the possibility to 
introduce additional criteria that do not conflict 
with the logic of the system. For example, these 

criteria can allow subsector accounts to be drawn 
up by the scale of employment for producer units 
or the size of income for households. For employ-
ment, subclassification by level of education, age 
and gender can be introduced.

Satellite accounts

1.40 For some data needs, separate satellite accounts 
should be drawn up.

Examples are:

(a) social accounting matrices (SAMs);

(b) the role of tourism in the national economy;

(c) the analysis of the costs and financing of health 
care;

(d) research and development recognised as capital 
formation of intellectual property;

(e) recognition of human capital as assets in the 
national economy;

(f) the analysis of the income and expenditure of 
households on the basis of micro-oriented con-
cepts of income and expenditure;

(g) the interaction between the environment and 
the economy;

(h) production within households;

(i) analysis of changes in welfare;

(j) analysis of the differences between national 
accounts and business accounts figures and 
their influence on stock and exchange markets;
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(k) estimation of tax revenues.

1.41 Satellite accounts serve such data needs by:

(a) showing more detail where necessary and leav-
ing out superfluous detail;

(b) enlarging the scope of the accounting frame-
work by adding non-monetary information, 
e.g. on pollution and environmental assets;

(c) changing some basic concepts, e.g. by enlar ging 
the concept of capital formation by including 
expenditure on education.

1.42 A social accounting matrix (SAM) is a matrix pres-
entation that elaborates the linkages between sup-
ply and use tables and the sector accounts. A SAM 
provides additional information on the level and 
composition of employment, via a subdivision 
of compensation of employees by type of person 
employed. This subdivision applies to both the use 
of labour by industry, as shown in the use tables, 
and the supply of labour by socio-economic sub-
group, as shown in the allocation of primary 
income account for subsectors of the sector house-
holds. In this way, the supply and use of various 
categories of labour is shown systematically.

1.43 In satellite accounts, all basic concepts and classi-
fications of the central framework of the ESA 2010 
shall be retained. Changes in the concepts shall 
only be introduced when this is the purpose of 
the satellite account. In such instances, the satel-
lite account shall also contain a table showing the 
link between the major aggregates in the satellite 
account and those in the central framework. In 
this way, the central framework retains its role as a 
framework of reference and at the same time more 
specific needs are addressed.

1.44 In general terms, the central framework does not 
include measures of stocks and flows that are not 
readily observable in monetary terms (or without 
a clear monetary counterpart). By their nature, the 
analysis of such stocks and flows is usually also well 
served by compiling statistics in non-monetary 
terms, e.g.:

(a) production within households can be described 
in terms of hours allocated to the alternative 
uses;

(b) education can be described in terms of type of 
education, the number of pupils, the average 
number of years of education before obtaining 
a diploma, etc.;

(c) the effects of pollution can be described in terms 
of changes in the number of living species, the 
health of the trees in the forest, the volume of 
refuse, the amounts of carbon-monoxide and 
radiation, etc.

1.45 Satellite accounts enable such statistics in non-
monetary units to be linked to the national 
accounts in the central framework. Using the clas-
sifications employed in the central framework for 
such non-monetary statistics enables the link to be 
made, e.g. the classification by type of household or 
the classification by industry. In this way, a consist-
ent extended framework is drawn up. This frame-
work can then serve as a database for the analysis 
and evaluation of interactions between the vari-
ables in the central framework and those in the 
extended part.

1.46 The central framework and its major aggregates do 
not describe changes in welfare. Extended accounts 
can be drawn up which include also the imputed 
monetary values of, for example:

(a) domestic and personal services produced and 
consumed within the same household;

(b) changes in leisure time;

(c) amenities and disadvantages of urban life;

(d) inequalities in the distribution of income over 
persons.

1.47 The extended accounts can also reclassify the 
final expenditure on regrettable necessities (e.g. 
defence) as intermediate consumption, i.e. as not 
contributing to welfare. Similarly, the damage due 
to floods and other natural disasters may be classi-
fied as intermediate consumption, i.e. as a reduc-
tion in (absolute) welfare. In this way, one could 
try to construct a very rough and very imperfect 
indicator of changes in welfare. However, welfare 
has many dimensions, most of which are not best 
expressed in monetary terms. A better solution 
for measuring welfare is therefore to use, for each 
dimension, separate indicators and units of meas-
urement. The indicators could be, for example, 
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infant mortality, life expectancy, adult literacy and 
national income per capita. These indicators could 
be incorporated into a satellite account.

1.48 In order to attain a consistent, internationally com-
patible framework, administrative concepts are 
not employed in the ESA. However, for all kinds 
of national purposes, obtaining figures based on 
administrative concepts can be very useful. For 
example, for estimating tax revenues, statistics of 
taxable income are required. Such statistics can 
be provided by making some modifications to the 
national accounts statistics.

1.49 A similar approach could be taken for concepts 
used in national economic policy, e.g. for:

(a) the concept of inflation used for increasing 
pensions, unemployment benefits or compen-
sation of employees for civil servants;

(b) the concepts of taxes, social contributions, gov-
ernment and the collective sector used in dis-
cussing the optimal size of the collective sector;

(c) the concept of ‘strategic’ sectors/industries 
used in national economic policy or the eco-
nomic policy of the EU;

(d) the concept of ‘business investments’ used in 
national economic policy;

(e) a table showing a complete recording of 
pensions.

Satellite accounts or supplementary tables can 
meet such data needs.

The ESA 2010 and the 2008 SNA

1.50 The ESA 2010 is based on the concepts of the 
2008 SNA, which provides guidelines on national 
accounting for all countries throughout the world. 
Nevertheless, there are several differences between 
the ESA 2010 and the 2008 SNA:

(a) Differences in presentation:

(1) In the ESA 2010 there are separate chapters on 
transactions in products, distributive transactions 
and financial transactions. In contrast, in the 2008 
SNA these transactions are explained in chapters 
arranged by account, e.g. chapters on the produc-
tion account, the primary distribution of income 

account, the capital account and the rest of the 
world account.

(2) The ESA 2010 describes a concept by providing 
a definition and a listing of what is included and 
what is excluded. The 2008 SNA describes con-
cepts usually in more general terms and explains 
the rationale behind the conventions adopted.

(b) The ESA 2010 concepts are in several instances 
more specific and precise than those of the 2008 
SNA:

(1) The 2008 SNA does not contain specific criteria on 
the distinction between market, for own final use 
and non-market categorisation of output. The ESA 
has therefore introduced more detailed guidance 
to ensure a uniform approach.

(2) The ESA 2010 assumes that several types of house-
hold production of goods, such as the weaving of 
cloth and the making of furniture, are not signifi-
cant in Member States and therefore need not be 
recorded.

(3) The ESA 2010 makes reference to institutional 
arrangements in the EU, such as the Intrastat sys-
tem for recording intra-EU flows of goods and the 
contributions by the Member States to the EU.

(4) The ESA 2010 contains EU-specific classifications, 
e.g. Classification of products by activity (CPA)3 
for products and NACE Rev. 2 for industries 
(both are harmonised with the corresponding UN 
classifications).

(5) The ESA 2010 contains an additional classification 
for all external transactions: they are divided into 
those between residents of the EU and those with 
residents from outside the EU.

(6) The ESA 2010 contains a rearrangement of the 
2008 SNA subsectors for the financial corpora-
tions sector, to meet the needs of the European 
Monetary Union. The ESA 2010 can be more spe-
cific than the 2008 SNA, because the ESA 2010 pri-
marily applies to the Member States. For the data 
needs in the Union, the ESA should also be more 
specific.

The ESA 2010 and the ESA 95

1.51 The ESA 2010 differs in scope as well as in con-
cepts from the ESA 95. Most of the differences cor-
respond to differences between the 1993 SNA and 
the 2008 SNA. The major differences are:

3 Regulation (EC) No 451/2008 of the European Parliament and of the Council of 23 
April 2008 establishing a new statistical classification of products by activity (CPA) 
(OJ L 145, 4.6.2008, p. 65).
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(a) the recognition of research and development 

as capital formation leading to assets of intel-
lectual property. This change shall be recorded 
in a satellite account, and included in the core 
accounts when sufficient robustness and har-
monisation of measures is observable amongst 
Member States;

(b) expenditures on weapon systems that meet the 
general definition of assets have been classified 
as fixed capital formation, rather than interme-
diate expenditure;

(c) the analytical concept of capital services has 
been introduced for market production, so that 
a supplementary table may be produced show-
ing them as a component of value added;

(d) the financial assets boundary has been expanded 
to include a wider coverage of financial deriva-
tive contracts;

(e) new rules for recording pension entitlements. A 
supplementary table has been introduced into 
the accounts, to allow estimates to be recorded 
for all entitlements in social insurance, whether 
funded or unfunded. The full range of infor-
mation required for a comprehensive analysis 
is provided in this table that shows the entitle-
ments and associated flows for all private and 
public pension schemes, whether funded or 
unfunded, and including social security pen-
sion schemes;

(f) the application of the rules on change of owner-
ship of goods has been made universal, result-
ing in changes to the recording of merchanting, 
and goods sent for processing, both abroad and 
in the domestic economy. This results in goods 
sent for processing abroad being recorded on 
a net basis, as opposed to a gross basis in the 
1993 SNA and the ESA 95. This change has sig-
nificant implications for the recording of such 
activities in the supply and use framework;

(g) more guidance is given on financial corpora-
tions in general, and special purpose entities 
(SPEs) in particular. The treatment of govern-
ment controlled SPEs abroad has been changed 
to ensure that liabilities incurred by the SPEs 
are shown in the government accounts;

(h) the treatment of super dividends paid by pub-
lic corporations has been clarified, i.e. they are 
to be treated as exceptional payments and with-
drawals from equity;

(i) the principles for the treatment of public-pri-
vate partnerships have been set out, and the 
treatment of restructuring agencies expanded;

(j) transactions between government and public 
corporations, and with securitisation vehicles, 
have been clarified to improve the recording of 
items that could significantly affect government 
debt;

(k) the treatment of loan guarantees has been clari-
fied, and a new treatment introduced for stand-
ardised loan guarantees, such as export credit 
guarantees and student loans guarantees. The 
new treatment is that, to the extent of the likely 
call on the guarantees, a financial asset and lia-
bility are to be recognised in the accounts.

1.52 The changes in the ESA 2010 in comparison 
with the ESA 95 are not restricted to conceptual 
changes. There are major differences in scope, with 
new chapters on satellite accounts, government 
accounts and the rest of the world accounts. There 
are also significant extensions to the chapters on 
quarterly accounts and regional accounts.

Basic principles of the ESA 2010 as a 
system

1.53 The main characteristics of the system are:

(a) statistical units and their groupings;

(b) flows and stocks;

(c) the system of accounts and the aggregates;

(d) the input-output framework.

Statistical units and their groupings

1.54 The ESA 2010 system uses two types of unit and 
two corresponding ways of subdividing the econ-
omy, which are quite different and serve separate 
analytical purposes.
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1.55 The first purpose of describing income, expendi-
ture and financial flows, and balance sheets, is met 
by grouping institutional units into sectors on the 
basis of their principal functions, behaviour and 
objectives.

1.56 The second purpose of describing processes of pro-
duction and for input-output analysis is met by the 
system grouping local kind-of-activity units (local 
KAUs) into industries on the basis of their type of 
activity. An activity is characterised by an input of 
products, a production process and an output of 
products.

Institutional units and sectors

1.57 Institutional units are economic entities that are 
capable of owning goods and assets, of incur-
ring liabilities and of engaging in economic activ-
ities and transactions with other units in their own 
right. For the purposes of the ESA 2010 system, the 
institutional units are grouped together into five 
mutually exclusive domestic institutional sectors:

(a) non-financial corporations;

(b) financial corporations;

(c) general government;

(d) households;

(e) non-profit institutions serving households.

The five sectors together make up the total domes-
tic economy. Each sector is also divided into sub-
sectors. The ESA 2010 system enables a complete 
set of flow accounts and balance sheets to be com-
piled for each sector, and subsector, as well as for 
the total economy. Non-resident units can inter-
act with these five domestic sectors, and the inter-
actions are shown between the five domestic sec-
tors and a sixth institutional sector: the rest of the 
world sector.

Local KAUs and industries

1.58 When institutional units carry out more than one 
activity, they shall be partitioned with regard to the 
type of activity. Local KAUs enable this presenta-
tion to be made.

A local KAU groups all the parts of an institutional 
unit in its capacity as producer which are located 

in a single site or in closely located sites, and which 
contribute to the performance of an activity at the 
class level (four digits) of the NACE Rev. 2.

1.59 Local KAUs are registered for each secondary activ-
ity; however, if the accounting documents neces-
sary to separately describe such activities are not 
available, a local KAU will combine several second-
ary activities. The group of all local KAUs engaged 
on the same, or similar, kind-of-activity constitutes 
an industry.

An institutional unit comprises one or more local 
KAUs; a local KAU belongs to one and only one 
institutional unit.

1.60 For analysis of the production process, use is made 
of an analytical unit of production. This unit is only 
observable when a local KAU produces one type 
of product, with no secondary activities. This unit 
is known as a unit of homogeneous production. 
Groupings of such units constitute homogeneous 
branches.

Resident and non-resident units; total economy and 
rest of the world

1.61 The total economy is defined in terms of resident 
units. A unit is a resident unit of a country when it 
has a centre of predominant economic interest on 
the economic territory of that country — that is, 
when it engages for an extended period (one year 
or more) in economic activities on this territory. 
The institutional sectors referred to in paragraph 
1.57 are groups of resident institutional units.

1.62 Resident units engage in transactions with non-
resident units (that is, units which are resident in 
other economies). These transactions are the exter-
nal transactions of the economy and are grouped 
in the rest of the world account. So the rest of the 
world plays a role similar to that of an institutional 
sector, although non-resident units are included 
only in so far as they are engaged in transactions 
with resident institutional units.

1.63 Notional resident units, treated in the ESA 2010 
system as institutional units, are defined as:

(a) those parts of non-resident units which have a 
centre of predominant economic interest (usu-
ally which engage in economic transactions for 
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a year or more) on the economic territory of the 
country;

(b) non-resident units in their capacity as owners 
of land or buildings on the economic territory 
of the country, but only in respect of transac-
tions affecting such land or buildings.

Flows and stocks

1.64 Two basic kinds of information are recorded: flows 
and stocks.

Flows refer to actions and effects of events that take 
place within a given period of time, while stocks 
refer to positions at a point of time.

Flows

1.65 Flows reflect the creation, transformation, 
exchange, transfer or extinction of economic value. 
They involve changes in the value of an institu-
tional unit’s assets or liabilities. Economic flows 
are of two kinds: transactions, and other changes 
in assets.

Transactions appear in all accounts and tables 
where flows appear, except the other changes 
in volume of assets account and the revaluation 
account. Other changes in assets are recorded only 
in those two accounts.

Elementary transactions and other flows are 
grouped into a relatively small number of types 
according to their nature.

Transactions

1.66 A transaction is an economic flow that is an inter-
action between institutional units by mutual agree-
ment or an action within an institutional unit that it 
is useful to treat as a transaction, because the unit is 
operating in two different capacities. Transactions 
are split into four main groups:

(a) transactions in products: which describe the 
origin (domestic output or imports) and use 
(intermediate consumption, final consump-
tion, capital formation — covering consump-
tion of fixed capital — or exports) of products;

(b) distributive transactions: which describe how 
value added generated by production is distrib-
uted to labour, capital and government, and the 
redistribution of income and wealth (taxes on 
income and wealth and other transfers);

(c) financial transactions: which describe the net 
acquisition of financial assets or the net incur-
rence of liabilities for each type of financial 
instrument. Such transactions occur both as 
counterparts of non-financial transactions, 
and as transactions involving only financial 
instruments;

(d) transactions not included in the three groups 
above: acquisitions less disposals of non-pro-
duced non-financial assets.

Properties of transactions

Interactions versus intra-unit transactions

1.67 Most transactions are interactions between two 
or more institutional units. However, the ESA 
2010 system records some actions within institu-
tional units as transactions. The purpose of record-
ing these intra-unit transactions is to give a more 
analytically useful picture of output, final uses and 
costs.

1.68 Consumption of fixed capital, which is recorded 
as a cost by the ESA 2010 system, is an intra-unit 
transaction. Most of the other intra-unit trans-
actions are transactions in products, typically 
recorded when institutional units operating as 
both producers and final consumers, choose to 
consume some of the output they have produced. 
This is often the case for households and general 
government.

1.69 All own-produced output used for final uses within 
the same institutional unit shall be recorded. Own-
produced output used for intermediate consump-
tion within the same institutional unit shall be 
recorded only when production and interme-
diate consumption take place in different local 
KAUs within the same institutional unit. Output 
produced and used as intermediate consumption 
within the same local KAU shall not be recorded.
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Monetary versus non-monetary transactions

1.70 Transactions are monetary transactions when the 
units involved make or receive payments, or incur 
liabilities or receive assets denominated in units of 
currency. 

Transactions that do not involve the exchange of 
cash, or assets or liabilities denominated in units 
of currency, are non-monetary transactions. Intra-
unit transactions are non-monetary transactions. 
Non-monetary transactions involving more than 
one institutional unit occur among transactions in 
products (barter of products), distributive trans-
actions (remuneration in kind, transfers in kind, 
etc.) and other transactions (barter of non-pro-
duced non-financial assets). The ESA 2010 system 
records all transactions in monetary terms. The 
values to be recorded for non-monetary transac-
tions must therefore be measured indirectly or oth-
erwise estimated.

Transactions with and without counterparts

1.71 Transactions involving more than one unit are of 
two kinds. They can be ‘something for something’, 
i.e. requited transactions, or they can be ‘something 
for nothing’, i.e. unrequited transactions. Requited 
transactions are exchanges between institutional 
units, i.e. provision of goods, services or assets in 
return for a counterpart, e.g. money. Unrequited 
transactions are payments in cash or in kind from 
one institutional unit to another without coun-
terpart. Requited transactions occur in all four 
transaction groups, while unrequited transactions 
are mainly distributive transactions, for example, 
taxes, social assistance benefits or gifts. Such unre-
quited transactions are called transfers.

Rearranged transactions

1.72 The transactions are recorded in the same way as 
they appear to the institutional units involved. 
However, some transactions are rearranged in 
order to bring out the underlying economic rela-
tionships more clearly. Transactions can be rear-
ranged in three ways: rerouting, partitioning and 
recognising the principal party to a transaction.

Rerouting

1.73 A transaction that appears to the units involved as 
taking place directly between units A and C may be 
recorded in the accounts as taking place indirectly 

through a third unit B. Thus, the single transaction 
between A and C is recorded as two transactions: 
one between A and B, and one between B and C. In 
this case the transaction is rerouted.

1.74 An example of rerouting is the way in which 
employers’ social contributions paid directly by 
employers to social insurance funds are recorded 
in the accounts. The system records these pay-
ments as two transactions: employers pay employ-
ers’ social contributions to their employees, and 
employees pay the same contributions to social 
insurance funds. As with all rerouting, the purpose 
is to bring out the economic substance behind the 
transaction, which in this case is to show employ-
ers’ social contributions as contributions paid for 
the benefit of employees.

1.75 Another type of rerouting is that of transac-
tions recorded as taking place between two or 
more institutional units, even though, accord-
ing to the parties involved, no transaction takes 
place at all. An example is the treatment of prop-
erty income earned on certain insurance funds, 
which is retained by insurance enterprises. The sys-
tem records this property income as being paid by 
insurance enterprises to policyholders, who then 
pay the same amount back to the insurance enter-
prises as premium supplements.

Partitioning

1.76 When a transaction appearing to the parties 
involved as a single transaction is recorded as two or 
more differently classified transactions, the trans-
action is partitioned. Partitioning does not imply 
including additional units in the transactions.

1.77 The payment of non-life insurance premiums is 
a typical partitioned transaction. Although poli-
cyholders and insurers regard these payments as 
one transaction, the ESA 2010 system divides them 
into two quite different transactions: payments in 
return for non-life insurance services provided, 
and net non-life insurance premiums. Recording 
the sale of a product as the sale of the product and 
the sale of a trade margin is another example of 
partitioning.

Recognising the principal party to a transaction

1.78 When a unit carries out a transaction on behalf of 
another unit (the principal) and is funded by that 
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unit, the transaction is recorded exclusively in the 
accounts of the principal. As a rule, one should not 
go beyond this principle by trying, for instance, 
to allocate taxes or subsidies to ultimate payers 
or ultimate beneficiaries under the adoption of 
assumptions. 

An example is the collection of taxes by one gov-
ernment unit on behalf of another. A tax is attrib-
uted to the government unit that exercises the 
authority to impose the tax (either as a principal 
or through the delegated authority of the princi-
pal) and has final discretion to set and vary the rate 
of the tax.

Borderline cases

1.79 The definition of a transaction implies that an inter-
action between institutional units be by mutual 
agreement. When a transaction is undertaken by 
mutual agreement, the prior knowledge and con-
sent of the institutional units is implied. The pay-
ments of taxes, fines and penalties are by mutual 
agreement, in that the payer is a citizen subject to 
the law of the land. However, uncompensated sei-
zure of assets is not regarded as a transaction, even 
when imposed by law.

Illegal economic actions shall be considered as 
transactions when all units involved enter the 
actions by mutual agreement. Thus, purchases, 
sales or barters of illegal drugs or stolen property 
are transactions, while theft is not.

Other changes in assets

1.80 Other changes in assets record changes that are not 
the result of transactions. They are either:

(a) other changes in the volume of assets and liabil-
ities; or

(b) holding gains and losses.

Other changes in the volume of assets and liabilities

1.81 Other changes in the volume of assets and lia-
bilities records changes divided into three main 
categories:

(a) normal appearance and disappearance of assets 
other than by transactions;

(b) changes in assets and liabilities due to excep-
tional, unanticipated events which are not eco-
nomic in nature;

(c) changes in classification and structure.

1.82 Examples of changes within the category referred 
to in point (a) of paragraph 1.81 are discovery or 
depletion of subsoil assets, and natural growth of 
non-cultivated biological resources. Examples of 
changes within the category referred to in point (b) 
of paragraph 1.81 are losses in assets due to natu-
ral disasters, war or severe acts of crime. Unilateral 
cancellation of debt and uncompensated seizure of 
assets also belong to category (b). An example of a 
change within the category referred to in point (c) 
of paragraph 1.81 is the reclassification of an insti-
tutional unit from one sector to another.

Holding gains and losses

1.83 Holding gains and losses occur when there are 
changes in the prices of assets. They occur on all 
kinds of financial and non-financial assets, and on 
liabilities. Holding gains and losses accrue to the 
owners of assets and liabilities purely as a result of 
holding the assets or liabilities over time, without 
transforming them in any way.

1.84 Holding gains and losses measured on the basis of 
current market prices are called nominal holding 
gains and losses. These may be decomposed into 
neutral holding gains and losses, reflecting changes 
in the general price level, and real holding gains 
and losses, reflecting changes in the prices of assets 
beyond that of the general price change.

Stocks

1.85 Stocks are the holdings of assets and liabilities at a 
point in time. Stocks are recorded at the beginning 
and end of each accounting period. The accounts 
that show stocks are called balance sheets.

1.86 Stocks are also recorded for population and 
employment. However, such stocks are recorded as 
mean values over the accounting period. Stocks are 
recorded for all assets within the system’s bound-
aries; that is, for financial assets and liabilities and 
for non-financial assets, both produced and non-
produced. However, the coverage is limited to 
those assets that are used in economic activity and 
that are subject to ownership rights.



1 General features and basic principles

16 European system of accounts — ESA 2010 

1.87 Thus, stocks are not recorded for assets such as 
human capital and natural resources that are not 
owned.

Within its boundaries, the ESA 2010 system is 
exhaustive in respect of both flows and stocks. 
This implies that all changes in stocks can be fully 
explained by recorded flows.

The system of accounts and the aggregates

Rules of accounting

1.88 An account records changes in value accruing to a 
unit or sector according to the nature of the eco-
nomic flows shown in the account. It is a table 
with two columns. The current accounts are those 
which show production, generation and alloca-
tion of income, distribution and redistribution of 
income, and its use. The accumulation accounts 
are the capital and financial accounts, and the other 
changes in volume accounts.

Terminology for the two sides of the accounts

1.89 The ESA 2010 system shows ‘resources’ on the 
right side of the current accounts where transac-
tions appear which add to the economic value of a 
unit or a sector. The left side of the accounts shows 
‘uses’ — transactions that reduce the economic 
value. The right side of the accumulation accounts 
show ‘changes in liabilities and net worth’ and the 
left side shows ‘changes in assets’. Balance sheets 
are presented with ‘liabilities and net worth’ (the 
difference between assets and liabilities) on the 
right side and ‘assets’ on the left. Comparison of 
two successive balance sheets shows changes in lia-
bilities and net worth and changes in assets.

1.90 A distinction is made in the ESA between legal 
ownership and economic ownership. The criterion 
for recording the transfer of goods from one unit to 
another is that the economic ownership passes from 
one to the other. The legal owner is the unit enti-
tled in law to the benefits of possession. However, a 
legal owner can contract with another unit for the 
latter to accept the risks and rewards of using the 
goods in production, in return for an agreed pay-
ment. The nature of the agreement is a financial 
lease, where the payments reflect only the placing 
of the asset at the disposal of the borrower by the 

provider. For example, when a bank legally owns 
a plane, but enters into a financial lease arrange-
ment with an airline to operate the plane, then the 
airline is held to be the owner of the plane as far as 
transactions in the accounts are concerned. At the 
same time as the airline is shown as purchasing the 
plane, a loan is imputed from the bank to the air-
line reflecting the amounts due in the future for use 
of the plane.

Double entry/quadruple entry

1.91 For a unit or sector, national accounting is based 
on the principle of double entry. Each transaction 
shall be recorded twice, once as a resource (or a 
change in liabilities) and once as a use (or a change 
in assets). The total of transactions recorded as 
resources or changes in liabilities and the total of 
transactions recorded as uses or changes in assets 
must be equal, thus permitting a check on the con-
sistency of the accounts.

1.92 National accounts — with all units and all sectors 
— shall be based on a principle of quadruple entry, 
since most transactions involve two institutional 
units. Each transaction shall be recorded twice by 
the two transactors involved. For example, a social 
benefit in cash paid by a government unit to a 
household is recorded in the accounts of govern-
ment as a use under transfers and a negative acqui-
sition of assets under currency and deposits; in the 
accounts of the households sector it is recorded as 
a resource under transfers and an acquisition of 
assets under currency and deposits.

1.93 Transactions within a single unit (such as the con-
sumption of output by the same unit that produced 
it) shall require only two entries, whose values have 
to be estimated.

Valuation

1.94 With the exception of some variables concern-
ing population and labour, the ESA 2010 system 
shows all flows and stocks in monetary terms. 
Flows and stocks shall be measured according to 
their exchange value, i.e. the value at which flows 
and stocks are in fact, or could be, exchanged for 
cash. Market prices are, thus, the ESA’s reference 
for valuation.
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1.95 In the case of monetary transactions and cash hold-

ings and liabilities, the values required are directly 
available. In most other cases, the best method of 
valuation is by reference to market prices for anal-
ogous goods, services or assets. This method is 
used for e.g. barter and the services of owner-occu-
pied dwellings. When no market prices for analo-
gous products are available, for instance in the case 
of non-market services produced by government, 
valuation is made by summing production costs. 
If there is no market price to refer to, and costs are 
not available, then flows and stocks may be valued 
at the discounted present value of expected future 
returns. This last method is only to be used as a last 
resort.

1.96 Stocks are valued at current prices at the time to 
which the balance sheet relates, not at the time of 
production or acquisition of the goods or assets 
that form the stocks. It is necessary to value stocks 
at their estimated written-down current acquisi-
tion values or production costs.

Special valuations concerning products

1.97 As a result of transport costs, trade margins and 
taxes less subsidies on products, the producer and 
the user of a given product usually perceive its value 
differently. In order to keep as close as possible to 
the views of the transactors, the ESA 2010 system 
records all uses at purchaser’s prices, which include 
transport costs, trade margins and taxes less subsi-
dies on products, while output is recorded at basic 
prices, which exclude those elements.

1.98 Imports and exports of products shall be recorded 
at border values. Total imports and exports are val-
ued at the exporter’s customs frontier, or free on 
board (FOB). Foreign transport and insurance ser-
vices between the importer’s and the exporter’s 
frontiers are not included in the value of goods 
but are recorded under services. As it may not be 
possible to obtain FOB values for detailed prod-
uct breakdowns, the tables containing details on 
foreign trade show imports valued at the import-
er’s customs frontier (CIF value). All transport and 
insurance services to the importer’s frontier are 
included in the value of imported goods. As far as 
these services concern domestic services, a global 
FOB/CIF adjustment is made in this presentation.

Valuation at constant prices

1.99 Valuation at constant prices means valuing the 
flows and stocks in an accounting period at the 
prices of a previous period. The purpose of valu-
ation at constant prices is to decompose changes 
over time in the values of flows and stocks into 
changes in price and changes in volume. Flows and 
stocks at constant prices are described as being in 
volume terms.

1.100 Many flows and stocks, e.g. income, do not have 
price and quantity dimensions of their own. 
However, the purchasing power of such variables 
can be obtained by deflating the current values 
with a suitable price index, e.g. the price index for 
final national uses, excluding changes in invento-
ries. Deflated flows and stocks are also described as 
being in real terms. An example is real disposable 
income.

Time of recording

1.101 Flows shall be recorded on an accrual basis; that 
is, when economic value is created, transformed or 
extinguished, or when claims and obligations arise, 
are transformed or are cancelled.

1.102 Output is recorded when produced and not when 
paid for by a purchaser. The sale of an asset is 
recorded when the asset changes hands, not when 
the corresponding payment is made. Interest is 
recorded in the accounting period when it accrues, 
regardless of whether or not it is paid in that period. 
Recording on an accrual basis applies to all flows, 
monetary as well as non-monetary and intra-unit 
as well as flows between units.

1.103 It may be necessary to relax this approach for taxes 
and other flows concerning general government, 
which are often recorded on a cash basis in govern-
ment accounts. It may be difficult to carry out an 
exact transformation of such flows from cash basis 
to accrual basis, and so an approximate method 
may be used.

1.104 As an exception to the general rules governing the 
recording of taxes and social contributions paya-
ble to the general government, they can either be 
recorded net of the part unlikely to be collected or, 
if this part is included, it is neutralised in the same 
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accounting period by a capital transfer from the 
general government to the relevant sectors.

1.105 Flows shall be recorded at the same point of time for 
all institutional units involved and in all accounts. 
Institutional units do not always apply the same 
accounting rules. Even when they do, differences 
in actual recording may occur for practical reasons 
such as delays in communication. Consequently, 
transactions may be recorded at different times by 
the transactors involved. Such discrepancies shall 
be eliminated by adjustments.

Consolidation and netting

Consolidation

1.106 Consolidation refers to the elimination, from both 
uses and resources, of transactions that occur 
between units when units are grouped, and to the 
elimination of reciprocal financial assets and liabil-
ities. This occurs commonly when the accounts of 
subsectors of general government are combined.

1.107 As a matter of principle, flows and stocks between 
constituent units within subsectors or sectors must 
not be consolidated.

1.108 However, consolidated accounts may be built 
up for complementary presentations and analy-
ses. Information on the transactions of such (sub)
sectors with other sectors and the corresponding 
‘external’ financial position may be more signifi-
cant than overall gross figures.

1.109 Moreover, the accounts and tables showing the 
creditor/debtor relationship provide a detailed pic-
ture of financing of the economy and are consid-
ered very useful for understanding the channels 
through which the financing surpluses move from 
final lenders to final borrowers.

Netting

1.110 Individual units or sectors may have the same kind 
of transaction both as a use and as a resource (e.g. 
they both pay and receive interest) and the same 
kind of financial instrument both as an asset and 
as a liability. The approach in the ESA is gross 
recording, apart from the degree of netting which 
is inherent in the classifications themselves.

1.111 Netting is implicit in various transaction catego-
ries, the most outstanding example being ‘changes 
in inventories’, which underlines the analyti-
cally significant aspect of overall capital forma-
tion rather than tracking daily additions and with-
drawals. Similarly, with few exceptions, the finan-
cial account and other changes in assets accounts 
record increases in assets and in liabilities on a net 
basis, bringing out the final consequences of those 
types of flows at the end of the accounting period.

Accounts, balancing items and aggregates

1.112 For units or groups of units, different accounts 
record transactions which are connected to an 
aspect of economic life (for instance, produc-
tion). For the production account, the transac-
tions will not show a balance between uses and 
resources without the introduction of a balancing 
item. Similarly, a balancing item (net worth) must 
be introduced between the total of assets and the 
total of liabilities of an institutional unit or sec-
tor. Balancing items are meaningful measures 
of economic performance in themselves. When 
summed for the whole economy, they are signifi-
cant aggregates.

The sequence of accounts

1.113 The ESA 2010 system is built around a sequence 
of interconnected accounts. The full sequence of 
accounts for the institutional units and sectors 
is composed of current accounts, accumulation 
accounts and balance sheets.

1.114 Current accounts deal with the production, gen-
eration, distribution and redistribution of income 
and the use of such income in the form of final con-
sumption. Accumulation accounts cover changes 
in assets and liabilities and changes in net worth 
(the difference for any institutional unit or group 
of units between its assets and liabilities). Balance 
sheets present stocks of assets and liabilities and 
net worth.

1.115 The sequence of accounts for local KAUs and 
industries is shortened to the first current accounts: 
production account and generation of income 
account, the balancing item of which is the operat-
ing surplus.
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The goods and services account

1.116 The goods and services account shows, for the 
economy as a whole or for groups of products, 
the total resources (output and imports) and uses 
of goods and services (intermediate consump-
tion, final consumption, changes in inventories, 
gross fixed capital formation, acquisitions less dis-
posals of valuables, and exports). This account is 
not an account in the same sense as the others in 
the sequence, and does not generate a balancing 
item which is passed on to the next account in the 
sequence. It is rather the presentation in table form 
of an accounting identity, according to which sup-
ply is equal to demand for all products and groups 
of products in the economy.

The rest of the world account

1.117 The rest of the world account covers transactions 
between resident and non-resident institutional 
units and the related stocks of assets and liabilities.

As the rest of the world plays a role in the account-
ing structure similar to that of an institutional sec-
tor, the rest of the world account is established 
from the point of view of the rest of the world. A 

resource for the rest of the world is a use for the 
total economy and vice versa. If a balancing item is 
positive, it means a surplus of the rest of the world 
and a deficit of the total economy, and vice versa if 
the balancing item is negative.

The rest of the world account is unlike the other 
sector accounts in that it does not show all the 
accounting transactions in the rest of the world, 
but only those which have a counterparty in the 
domestic economy being measured.

Balancing items

1.118 A balancing item is obtained by subtracting the 
total value of the entries on one side of an account 
from the total value on the other side.

Balancing items embody a great deal of infor-
mation and include some of the most important 
entries in the accounts, as can be seen from the fol-
lowing examples of balancing items: value added, 
operating surplus, disposable income, saving, net 
lending/net borrowing.

The following diagram shows the sequence of 
accounts in flow form — each balancing item is 
shown in bold.
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 A diagram of the sequence of accounts
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1.119 The first account in the sequence is the production 

account, which records the output and inputs of 
the production process, leaving value added as the 
balancing item.

1.120 The value added is taken forward to the next 
account which is the generation of income account. 
Here the compensation of employees in the pro-
duction process is recorded, as well as taxes due 
to government because of the production, so that 
the operating surplus (or mixed income from the 
self-employed of the households sector) can be 
derived as the balancing item for each sector. This 
step is necessary so that the amount of value added 
retained in the producing sector as operating sur-
plus or mixed income can be measured.

1.121 Then the value added, broken down between com-
pensation of employees, taxes and operating sur-
plus/mixed income, is taken forward with this 
breakdown to the allocation of primary income 
account. The breakdown allows the allocation 
of each factor income to the receiving sector, as 
opposed to the producing sector. For example, all 
compensation of employees is allocated between 
the households sector and the rest of the world 
sector, whereas operating surplus remains in the 
corporations sector where it was generated. Also 
recorded in this account are the property income 
flows into the sector, and those out of the sector, 
so that the balancing item is the balance of primary 
incomes flowing into the sector.

1.122 The next account records redistribution of these 
incomes through transfers — the secondary distri-
bution of income account. The major instruments 
of redistribution are government taxes on, and 
social benefits for, the households sector. The bal-
ancing item is disposable income.

1.123 The main sequence of core accounts carries on to 
the use of disposable income account; an account 
relevant to the households sector, as it is here that 
household final expenditure is recorded, leaving 
household saving as the balancing item.

1.124 At the same time a parallel account is created, the 
redistribution of income in kind account. This 
account has the specific purpose of showing social 
transfers in kind as an imputed transfer from gov-
ernment to the households sector, so that house-
hold income can rise by the value of individual 

government services. In the next account (use of 
adjusted disposable income account), the house-
hold use of disposable income is increased by the 
same amount, as if the households sector were 
buying the individual services provided by govern-
ment. Those two imputations cancel out, so that 
the balancing item is saving, identical to saving in 
the main sequence of accounts.

1.125 Saving is taken on to the capital account where it is 
used to fund capital formation, allowing for capital 
transfers in and out of the sectors. Underspend or 
overspend on the acquisition of real assets results 
in the balancing item net lending or borrowing. 
Net lending is a surplus loaned out, and net bor-
rowing is the financing of a deficit.

1.126 Finally, the financial accounts are met, where the 
detailed lending and borrowing of each sector is 
laid out so that a balancing item of net lending or 
borrowing is observed. This should exactly match 
the net lending/borrowing balancing item of the 
capital account, and any difference must be a meas-
urement discrepancy between the real and finan-
cial recordings of economic activity.

1.127 Considering the bottom row of the diagram, the 
left-hand account is the opening balance sheet, 
showing the level of all assets and liabilities, both 
real and financial, at the start of a specified period. 
The wealth of an economy is measured by its net 
worth (assets less liabilities) and this is shown at 
the bottom of the balance sheet.

1.128 Moving from left to right from the opening bal-
ances, the various changes to assets and liabilities 
that occur in the period of account are recorded. 
The capital account and financial account show 
the changes due to transactions in real assets and 
financial assets and liabilities respectively. In the 
absence of other effects, this would enable the 
immediate calculation of the closing position, by 
adding the changes to the opening position.

1.129 However, changes can occur outside the economic 
cycle of production and consumption, and such 
changes will affect the values of assets and liabilities 
at the closing period. One type of change is a change 
in volume of assets — real changes to fixed capital 
brought about by events which are not part of the 
economy. An example would be a catastrophic loss 
— a large earthquake, when a significant amount 
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of assets were destroyed not through an eco-
nomic transaction of exchange or transfer. This 
loss must be recorded in the other changes in vol-
ume account, to account for the lower level of 
assets than expected purely by looking at economic 
events. A second way in which assets (and liabili-
ties) can change in value, other than as the result 
of an economic transaction, is through a change in 
price resulting in holding gains and losses in the 
stock of assets held. This change is recorded in the 
revaluation accounts. Allowing for these two extra 
effects on the values of the stock of assets and liabil-
ities enables the closing balance sheet values to be 
estimated as the opening position adjusted for the 
changes in the flow accounts of the bottom row of 
the figure.

Aggregates

1.130 The aggregates are composite values which meas-
ure the result of the activity of the total econ-
omy; for example, output, value added, disposable 
income, final consumption, saving, capital forma-
tion, etc. Although the calculation of the aggregates 
is not the sole purpose of the ESA, they are impor-
tant as summary indicators for purposes of macro-
economic analysis and comparisons over time and 
space.

1.131 Two types of aggregates are distinguished:

(a) aggregates which refer directly to transac-
tions in the ESA 2010 system, such as the out-
put of goods and services, final consumption, 
gross fixed capital formation, compensation of 
employees, etc.;

(b) aggregates which represent balancing items in 
the accounts, such as GDP at market prices, 
operating surplus of the total economy, GNI, 
national disposable income, saving, current 
external balance, and net worth of the total 
economy (national wealth).

1.132 There are important uses for national accounts 
measures per head of population. For broad aggre-
gates such as GDP or national income or house-
hold final consumption, the denominator com-
monly used is the total (resident) population. 
When subsectoring the accounts or part of the 
accounts of the households sector, data on the 

number of households and the number of persons 
belonging to each subsector are used.

GDP: a key aggregate

1.133 GDP is one of the key aggregates in the ESA. GDP 
is a measure of the total economic activity taking 
place on an economic territory which leads to out-
put meeting the final demands of the economy. 
There are three ways of measuring GDP at market 
prices:

(1) the production approach, as the sum of the 
values added by all activities which produce 
goods and services, plus taxes less subsidies on 
products;

(2) the expenditure approach, as the total of all 
final expenditures made in either consuming 
the final output of the economy, or in adding to 
wealth, plus exports less imports of goods and 
services;

(3) the income approach, as the total of all incomes 
earned in the process of producing goods and 
services plus taxes on production and imports 
less subsidies.

1.134 These three approaches to measuring GDP also 
reflect the different ways in which GDP can be con-
sidered in terms of components. Value added can 
be broken down by institutional sector, and by the 
type of activity or industry which is contributing to 
the total, e.g. agriculture, manufacturing, construc-
tion, services, etc.

Final expenditures can be broken down by type: 
household expenditure, NPISH final expenditure, 
government final expenditure, change in invento-
ries, fixed capital formation and exports, less the 
cost of imports.

Total incomes earned can be broken down by type 
of income — compensation of employment, and 
operating surplus.

1.135 In order to achieve the best estimate of GDP, 
it is good practice to feed the elements of these 
three approaches into a supply and use frame-
work. This enables value added and income esti-
mates by industry to be reconciled, and supply 
and demand for products to be balanced. This 
integrated approach ensures consistency between 
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the components of GDP, and a better estimate of 
the level of GDP than from only one of the three 
approaches. By deducting consumption of fixed 
capital from GDP, net domestic product at market 
prices (NDP) is obtained.

The input-output framework

1.136 The input-output (I-O) framework brings together 
components of Gross Value Added (GVA), indus-
try inputs and outputs, product supply and demand, 
and the composition of uses and resources across 
institutional sectors for the economy. This frame-
work breaks the economy down to display transac-
tions of all goods and services between industries 
and final consumers for a single period (for exam-
ple, a quarter or a year). Information may be pre-
sented in two ways:

(a) supply and use tables;

(b) symmetric input-output tables.

Supply and use tables

1.137 Supply and use tables show the whole economy by 
industry (e.g. motor vehicles industry) and prod-
ucts (e.g. sports goods). The tables show links 
between components of GVA, industry inputs and 
outputs, and product supply and demand. Supply 
and use tables link different institutional sectors of 
the economy (e.g. public corporations) together 
with detail of imports and exports of goods and 
services, government expenditure, household and 
NPISHs expenditure and capital formation.

1.138 Producing supply and use tables allows an exam-
ination of consistency and coherence of national 
accounts components within a single detailed 
framework and, by incorporating the components 
of the three approaches to measuring GDP (i.e. 
production, income and expenditure), enables a 
single estimate of GDP to be determined.

1.139 When balanced in an integrated manner, supply 
and use tables also provide coherence and consist-
ency in linking the components of the following 
three accounts:

(1) goods and services account;

(2) production account (by industry and by insti-
tutional sector); and

(3) generation of income account (by industry and 
by institutional sector).

Symmetric input-output tables

1.140 Symmetric input-output tables are derived from 
the data in supply and use tables and other addi-
tional sources to form the theoretical basis for sub-
sequent analyses.

1.141 These tables contain symmetric (product by prod-
uct or industry by industry) tables, the Leontief 
Inverse and other diagnostic analyses such as 
output multipliers. These tables show separately 
the consumption of domestically produced and 
imported goods and services, providing a theoreti-
cal framework for further structural analysis of the 
economy, including the composition as well as the 
effect of changes in final demand on the economy.
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CHAPTER 2

Units and groupings of units
2.01 The economy of a country is a system whereby 

institutions and people interact through exchanges 
and transfers of goods, services and means of pay-
ment (e.g. money) for the production and con-
sumption of goods and services.

In the economy, the units interacting are economic 
entities that are capable of owning assets, incurring 
liabilities and engaging in economic activities and 
in transactions with other entities. They are known 
as institutional units.

Defining the units used in national accounts serves 
various purposes. First, units are the essential build-
ing blocks in defining economies in geographical 
terms, e.g. nations, regions, and nation groupings 
such as monetary or political unions. Second, they 
are the essential building blocks for grouping units 
into institutional sectors. Third, they are essential 
for defining which flows and stocks are recorded. 
Transactions between various parts of the same 
institutional unit are, in principle, not recorded in 
the national accounts.

2.02 The units and groupings of units used in national 
accounts shall be defined with reference to the 
kind of economic analysis for which they are 
intended, and not in terms of the types of unit usu-
ally employed in statistical inquiries. The latter 
units (e.g. enterprises, holding companies, kind-
of-activity units, local units, government depart-
ments, non-profit institutions, households, etc.) 
may not be satisfactory for the purposes of national 
accounts, since they are based on criteria of a legal, 
administrative or accounting nature.

Statisticians shall take into account the definitions 
of units of analysis as laid down in the ESA 2010, 
in order to ensure that, in the surveys in which 
data are collected, all the elements of information 
needed to compile data based on the units of anal-
ysis used in the ESA 2010 are gradually introduced.

2.03 A feature of the ESA 2010 system is the use of types 
of unit corresponding to three ways of subdividing 
the economy:

((1) to analyse flows and positions, it is essential 
to select units which make it possible to study 
behavioural relationships among economic 
agents;

((2) to analyse the process of production, it is essen-
tial to select units that bring out relationships 
of a technico-economic nature, or that reflect 
local activities;

((3) to allow regional analyses, units that reflect 
local kinds of activity are needed.

Institutional units are defined to meet the first 
of these objectives. Behavioural relationships, as 
described in point (1), require units reflecting all of 
their institutional economic activity.

The production processes, technico-economic 
relationships and regional analyses referred to in 
points (2) and (3) require units such as local KAUs. 
These units are described later in this chapter.

Before giving definitions of the units used in the 
ESA 2010, it is necessary to define the limits of the 
national economy.

The limits of the national economy

2.04 The units which constitute the economy of a coun-
try and whose flows and stocks are recorded in the 
ESA 2010 are those which are resident. An insti-
tutional unit is resident in a country when it has 
its centre of predominant economic interest in the 
economic territory of that country. Such units are 
known as resident units, irrespective of nationality, 
legal form or presence on the economic territory at 
the time they carry out a transaction.

2.05 Economic territory consists of the following:
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(a) the area (geographic territory) under the effec-
tive administration and economic control of a 
single government;

(b) any free zones, including bonded warehouses 
and factories under customs control;

(c) the national air-space, territorial waters and the 
continental shelf lying in international waters, 
over which the country enjoys exclusive rights;

(d) territorial enclaves, these being geographic ter-
ritories situated in the rest of the world and 
used, under international treaties or agree-
ments between states, by general government 
agencies of the country (such as embassies, 
consulates, military bases, scientific bases, etc.);

(e) deposits of oil, natural gas, etc. in international 
waters outside the continental shelf of the 
country, worked by units resident in the terri-
tory as defined in points (a) to (d).

Fishing boats, other ships, floating platforms and 
aircraft are treated in the ESA as mobile equipment, 
whether owned and/or operated by units resident 
in the country, or owned by non-residents and 
operated by resident units. Transactions involv-
ing the ownership (gross fixed capital formation) 
and use (renting, insurance, etc.) of mobile equip-
ment are attributed to the economy of the country 
of which the owner and/or operator respectively 
are residents. In cases of financial leasing, a change 
of ownership is assumed.

Economic territory may be an area larger or smaller 
than that defined above. An example of a larger 
area is a currency union such as the European 
Monetary Union; an example of a smaller area is a 
part of a country such as a region.

2.06 Economic territory excludes extraterritorial 
enclaves.

Also excluded are the parts of the country’s 
own geographic territory used by the following 
organisations:

(a) general government agencies of other countries;

(b) institutions and bodies of the European Union; 
and

(c) international organisations under international 
treaties between states.

The territories used by the institutions and bodies 
of the European Union and international organi-
sations are separate economic territories. A feature 
of such territories is that the only residents are the 
institutions.

2.07 Centre of predominant economic interest indi-
cates that a location exists within the economic ter-
ritory of a country where a unit engages in eco-
nomic activities and transactions on a significant 
scale, either indefinitely or over a finite but long 
period of time (a year or more). The ownership of 
land and buildings within the economic territory is 
deemed to be sufficient for the owner to have a cen-
tre of predominant economic interest there.

Enterprises are almost always connected to only a 
single economy. Taxation and other legal require-
ments tend to result in the use of a separate legal 
entity for operations in each legal jurisdiction. In 
addition, a separate institutional unit is identified 
for statistical purposes where a single legal entity 
has substantial operations in two or more territo-
ries (e.g. for branches, land ownership, and multi-
territory enterprises). As a result of splitting such 
legal entities, the residence of each of the subse-
quently identified enterprises is clear. Centre of 
predominant economic interest does not mean 
that entities with substantial operations in two or 
more territories should not be split.

In the absence of any physical dimension to an 
enterprise, its residence is determined according to 
the economic territory under whose laws the enter-
prise is incorporated or registered.

2.08 Units deemed to be residents of a country can be 
subdivided into:

(a) units that are engaged in production, finance, 
insurance or redistribution, in respect of all 
their transactions except those relating to own-
ership of land and buildings;

(b) units which are principally engaged in con-
sumption, in respect of all their transactions 
except those relating to ownership of land and 
buildings;
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(c) all units in their capacity as owners of land and 

buildings with the exception of owners of extra-
territorial enclaves which are part of the eco-
nomic territory of other countries or are inde-
pendent states.

2.09 For units other than households, in respect of all 
their transactions except those relating to owner-
ship of land and buildings, the following two cases 
may be distinguished:

(a) activity is conducted exclusively on the eco-
nomic territory of the country: units which 
carry out such activity are resident units of the 
country;

(b) activity is conducted for a year or more on the 
economic territories of several countries: only 
that part of the unit that has a centre of pre-
dominant economic interest in the economic 
territory of the country is deemed to be a res-
ident unit of that country.

A resident institutional unit may be a notional resi-
dent unit, in respect of the activity conducted in the 
country for a year or more by a unit which is resi-
dent in another country. When the activity is car-
ried on for less than a year, the activity remains part 
of the activities of the producer institutional unit 
and no separate institutional unit is recognised. 
When the activity is insignificant, even though last-
ing longer than a year, and for the installation of 
equipment abroad, no separate unit is recognised 
and the activities are recorded as that of the pro-
ducing institutional unit.

2.10 Households, except in their capacity as owners of 
land and buildings, are resident units of the eco-
nomic territory where they have a centre of pre-
dominant economic interest. They are resident 
irrespective of periods spent abroad of less than 
one year. They shall include, in particular, the 
following:

(a) border workers, defined as people who cross 
the frontier daily to work in a neighbouring 
country;

(b) seasonal workers, defined as people who leave 
the country for several months according to 
season, but less than a year, to work in another 
country;

(c) tourists, patients, students, visiting officials, 
businessmen, salesmen, artists and crew mem-
bers who travel abroad;

(d) locally recruited staff working in the extraterri-
torial enclaves of foreign governments;

(e) the staff of the institutions of the European 
Union and of civilian or military international 
organisations which have their headquarters in 
extraterritorial enclaves;

(f) the official, civilian or military representa-
tives of the government of the country (includ-
ing their households) established in territorial 
enclaves.

Students are always treated as residents, irrespec-
tive of the length of their studies abroad.

2.11 All units, in their capacity as owners of land and/or 
buildings forming part of the economic territory, 
are resident units or notional resident units of the 
country in which that land or those buildings in 
question are located.

The institutional units

2.12 Definition: an institutional unit is an economic 
entity characterised by decision-making autonomy 
in the exercise of its principal function. A resident 
unit is regarded as constituting an institutional 
unit in the economic territory where it has its cen-
tre of predominant economic interest if it has deci-
sion-making autonomy and either keeps a com-
plete set of accounts, or is able to compile a com-
plete set of accounts.

To have autonomy of decision in respect of its 
principal function, an entity must be:

(a) entitled to own goods and assets in its own 
right; it will be able to exchange the ownership 
of goods and assets in transactions with other 
institutional units;

(b) able to take economic decisions and engage in 
economic activities for which it is responsible 
and accountable at law;

(c) able to incur liabilities on its own behalf, to take 
on other obligations or further commitments 
and to enter into contracts; and



2 Units and groupings of units

28 European system of accounts — ESA 2010 

(d) able to draw up a complete set of accounts, 
comprised of accounting records covering all 
its transactions carried out during the account-
ing period, as well as a balance sheet of assets 
and liabilities.

2.13 The following principles apply whenever an entity 
does not possess the characteristics of an institu-
tional unit:

(a) households are deemed to enjoy autonomy of 
decision in respect of their principal function 
and are, therefore, institutional units nonethe-
less, even though they do not keep a complete 
set of accounts;

(b) entities which do not keep a complete set of 
accounts, and are not able to compile a com-
plete set of accounts if required to do so, are not 
institutional units;

(c) entities which, while keeping a complete set of 
accounts, have no autonomy of decision, are 
part of the units which control them;

(d) entities do not need to publish accounts to be 
an institutional unit;

(e) entities forming part of a group of units 
engaged in production and keeping a com-
plete set of accounts are deemed to be institu-
tional units even if they have partially surren-
dered their autonomy of decision to the central 
body (the head office) responsible for the gen-
eral direction of the group; the head office itself 
is deemed to be an institutional unit distinct 
from the units which it controls;

(f) quasi-corporations are entities which keep a 
complete set of accounts and have no legal 
status. They have an economic and financial 
behaviour that is different from that of their 
owners and similar to that of corporations. 
They are deemed to have autonomy of deci-
sion and are considered as distinct institutional 
units.

Head offices and holding companies

2.14 Head offices and holding companies are institu-
tional units. The two types are:

(a) A head office is a unit that exercises managerial 
control over its subsidiaries. Head offices are 
allocated to the dominant non-financial corpo-
rations sector of their subsidiaries, unless all or 
most of their subsidiaries are financial corpora-
tions, in which case they are treated as financial 
auxiliaries (S.126) in the financial corporations 
sector.

 Where there is a mixture of non-financial and 
financial subsidiaries, then the predominant 
share-by-value-added determines the sector 
classification.

 Head offices are described under international 
standard industrial classification of all eco-
nomic activities revision (ISIC Rev. 4), Section 
M, class 7010 (NACE Rev. 2, M 70.10) as 
follows:

 This class includes the overseeing and man-
aging of other units of the company or enter-
prise; undertaking strategic or organisational 
planning and decision-making role of the com-
pany or enterprise; exercising operational con-
trol and managing the day-to-day operation of 
their related units.

(b) A holding company that holds the assets of sub-
sidiary corporations but does not undertake 
any management activities is a captive financial 
institution (S.127) and classified as a financial 
corporation.

 Holding companies are described under ISIC 
Rev.4, Section K, class 6420 (NACE Rev. 2, K 
64.20) as follows:

 This class includes the activities of holding com-
panies, i.e. units that hold the assets (owning 
controlling-levels of equity) of a group of sub-
sidiary corporations and whose principal activ-
ity is owning the group. The holding companies 
in this class do not provide any other service to 
the businesses in which the equity is held, i.e. 
they do not administer or manage other units.

Groups of corporations

2.15 Large groups of corporations are created when a 
parent controls several subsidiaries, which may 
in turn control their own subsidiaries, and so on. 
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Each member of the group is treated as a separate 
institutional unit if it satisfies the definition of an 
institutional unit.

2.16 An advantage of not treating groups of corpora-
tions as single institutional units is that groups are 
not always stable over time, nor easily identifia-
ble in practice. It can be difficult to obtain data on 
groups whose activities are not closely integrated. 
Many groups are too large and heterogeneous to 
be treated as single units, and their size and com-
position can change over time as a result of merg-
ers and takeovers.

Special purpose entities

2.17 A special purpose entity (SPE) or special purpose 
vehicle (SPV) is usually a limited company or a 
limited partnership, created to fulfil narrow, spe-
cific or temporary objectives and to isolate a finan-
cial risk, a specific taxation or a regulatory risk.

2.18 There is no common definition of an SPE, but the 
following characteristics are typical:

(a) they have no employees and no non-financial 
assets;

(b) they have little physical presence beyond a 
‘brass plate’ or sign confirming their place of 
registration;

(c) they are always related to another corporation, 
often as a subsidiary;

(d) they are resident in a different territory from 
the territory of residence of the related corpo-
rations. In the absence of any physical presence 
an enterprise’s residence is determined accord-
ing to the economic territory under whose laws 
the enterprise is incorporated or registered;

(e) they are managed by employees of another cor-
poration which may or may not be a related 
one. The SPE pays fees for services provided to 
it and in turn charges its parent or other related 
corporation a fee to cover those costs. This is 
the only production the SPE is involved in, 
although it will often incur liabilities on behalf 
of its owner and will usually receive investment 
income and holding gains on the assets it holds.

2.19 Whether a unit has all or none of these characteris-
tics, and whether it is described as an SPE or some 
similar designation or not, it shall be treated in the 
same way as any other institutional unit by being 
allocated to sector and industry according to its 
principal activity unless the SPE has no independ-
ent rights of action.

2.20 So captive financial institutions, artificial subsidi-
aries and special purpose units of general govern-
ment with no independence of action are allocated 
to the sector of their controlling body. The excep-
tion occurs when they are non-resident, in which 
case they are recognised separately from their con-
trolling body. But in the case of government, the 
activities of the subsidiary shall be reflected in the 
government accounts.

Captive financial institutions

2.21 A holding company that simply owns the assets of 
subsidiaries is one example of a captive financial 
institution. Examples of other units that are also 
treated as captive financial institutions are units 
with the characteristics of SPEs as described above, 
including investment and pension funds and units 
used for holding and managing wealth for individ-
uals or families, issuing debt securities on behalf 
of related companies (such a company may be 
called a conduit), and carrying out other financial 
functions.

2.22 The degree of independence from its parent may 
be demonstrated by exercising some substantive 
control over its assets and liabilities to the extent 
of carrying the risks and reaping the rewards asso-
ciated with the assets and liabilities. Such units are 
classified in the financial corporations sector.

2.23 An entity of this type that cannot act indepen-
dently of its parent and is simply a passive holder of 
assets and liabilities (sometimes described as being 
on autopilot) is not treated as a separate institu-
tional unit unless it is resident in an economy dif-
ferent from that of its parent. If it is resident in the 
same economy as its parent, it is treated as an ‘arti-
ficial subsidiary’ as described below.
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Artificial subsidiaries

2.24 A subsidiary, wholly owned by a parent corpora-
tion, may be created to provide services to the par-
ent corporation, or other corporations in the same 
group, in order to avoid taxes, to minimise liabili-
ties in the event of bankruptcy, or to secure other 
technical advantages under the tax or corporation 
legislation in force in a particular country.

2.25 In general, such types of entities do not satisfy the 
definition of an institutional unit because they lack 
the ability to act independently from their par-
ent corporation and may be subject to restrictions 
on their ability to hold or transact assets held on 
their balance sheets. Their level of output and the 
price they receive for it are determined by the par-
ent that (possibly with other corporations in the 
same group) is their sole client. They are, thus, 
not treated as separate institutional units, but are 
treated as an integral part of the parent, and their 
accounts are consolidated with those of the parent, 
unless they are resident in an economic territory 
different from that where the parent is resident.

2.26 A distinction must be made between artificial sub-
sidiaries as just described and a unit undertaking 
only ancillary activities. Ancillary activities are lim-
ited in scope to the type of service functions that 
virtually all enterprises need to some extent or 
another such as cleaning premises, running the 
staff payroll or providing the information technol-
ogy infrastructure for the enterprise (see Chapter 1, 
paragraph 1.31).

Special purpose units of general 
government

2.27 General government may also set up special pur-
pose units, with characteristics and functions simi-
lar to the captive financial institutions and artificial 
subsidiaries. Such units do not have the power to 
act independently and are restricted in the range of 
transactions they can engage in. They do not carry 
the risks and rewards associated with the assets and 
liabilities they hold. Such units, if they are resident, 
shall be treated as an integral part of general gov-
ernment and not as separate units. If they are non-
resident, they shall be treated as separate units. 
Any transactions carried out by them abroad shall 
be reflected in corresponding transactions with 

government. Thus, a unit that borrows abroad is 
then regarded as lending the same amount to gen-
eral government, and on the same terms, as the 
original borrowing.

2.28 In summary, the accounts of SPEs with no inde-
pendent rights of action are consolidated with the 
parent corporation, unless they are resident in a 
different economy from that of the parent. There is 
one exception to this general rule, and that is when 
a non-resident SPE is set up by government.

2.29 Notional resident units shall be defined as:

(a) those parts of non-resident units which have 
a centre of predominant economic interest 
(being, in most cases, units which engage in 
economic production for a year or more) on 
the economic territory of the country;

(b) non-resident units in their capacity as owners 
of land and/or buildings on the economic terri-
tory of the country, but only in respect of trans-
actions affecting such land or buildings.

Notional resident units, irrespective of only keep-
ing partial accounts and irrespective of autonomy 
of decision, shall be treated as institutional units.

2.30 The following shall be considered as institutional 
units:

(a) units that have autonomy of decision and a 
complete set of accounts such as:

(1) private and public corporations;

(2) cooperatives or partnerships recognised as inde-
pendent legal entities;

(3) public producers which by virtue of special legisla-
tion are recognised as independent legal entities;

(4) non-profit institutions recognised as independent 
legal entities; and

(5) agencies of general government;

(b) units which have a complete set of accounts 
and which are deemed to have autonomy of 
decision despite not having separate incorpora-
tion from their parent: quasi-corporations;

(c) units which do not necessarily keep a complete 
set of accounts, but which are deemed to have 
autonomy of decision, namely:

(1) households;

(2) notional resident units.
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The institutional sectors

2.31 Macroeconomic analysis does not consider the 
actions of each institutional unit separately — it 
considers the aggregate activities of similar insti-
tutions. So units are combined into groups called 

institutional sectors, some of which are divided 
into subsectors. 

2.32 Each sector and subsector groups together the 
institutional units which have a similar type of eco-
nomic behaviour.

Table 2.1 — Sectors and subsectors

Sectors and subsectors Public National 
private

Foreign 
controlled

Non-financial corporations S.11 S.11001 S.11002 S.11003

Financial corporations S.12

Monetary 
financial 
institutions (MFIs)

Central bank S.121

Other monetary 
financial 
institutions 
(OMFI)

Deposit-taking corporations 
except the central bank S.122 S.12201 S.12202 S.12203

Money market funds (MMFs) S.123 S.12301 S.12302 S.12303

Financial 
corporations 
except MFIs 
and Insurance 
corporations and 
pension funds 
(ICPFs)

Non-MMF investment funds S.124 S.12401 S.12402 S.12403

Other financial intermediaries, except insurance 
corporations and pension funds S.125 S.12501 S.12502 S.12503

Financial auxiliaries S.126 S.12601 S.12602 S.12603

Captive financial institutions and money lenders S.127 S.12701 S.12702 S.12703

ICPFs
Insurance corporations (IC) S.128 S.12801 S.12802 S.12803

Pension funds (PF) S.129 S.12901 S.12902 S.12903

General government S.13

Central government (excluding social security funds) S.1311

State government (excluding social security funds) S.1312

Local government (excluding social security funds) S.1313

Social security funds S.1314

Households S.14

Employers and own-account workers S.141+S.142

Employees S.143

Recipients of property and transfer income S.144

Recipients of property income S.1441

Recipients of pensions S.1442

Recipients of other transfers S.1443

Non-profit institutions serving households S.15

Rest of the world S.2

Member States and institutions and bodies of the European Union S.21

Member States of the European Union S.211

Institutions and bodies of the European Union S.212

Non-member countries and international organisations non-
resident in the European Union S.22
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Diagram 2.1 — Allocation of units to sectors
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2.33 The institutional units are grouped into sectors 

on the basis of the type of producer they are and 
depending on their principal activity and function, 
which are considered to be indicative of their eco-
nomic behaviour.

2.34 Diagram 2.1 shows how units are allocated to the 
main sectors. In order to determine the sector of a 
unit which is resident and not a household, accord-
ing to the diagram, it is necessary to determine 
whether it is controlled by general government or 
not, and whether it is a market or a non-market 
producer.

2.35 Control over a financial or non-financial corpo-
ration shall be defined as the ability to determine 
general corporate policy, for example by choosing 
appropriate directors if necessary.

2.36 A single institutional unit (another corporation, 
a household, a non-profit institution or a govern-
ment unit) secures control over a corporation or 
quasi-corporation by owning more than half the 
voting shares or otherwise controlling more than 
half the shareholders’ voting power.

2.37 In order to control more than half the shareholders’ 
voting power, an institutional unit need not own 
any of the voting shares itself. A given corporation, 
corporation C, could be a subsidiary of another 
corporation B in which a third corporation A owns 
a majority of the voting shares. Corporation C is 
said to be subsidiary of corporation B when either 
corporation B controls more than half of the share-
holders’ voting power in corporation C or cor-
poration B is a shareholder in C with the right to 
appoint or remove a majority of the directors of C.

2.38 General government secures control over a corpo-
ration as a result of special legislation, decree or reg-
ulation which empowers the government to deter-
mine corporate policy. The following indicators are 
the main factors to consider in deciding whether a 
corporation is controlled by government:

(a) government ownership of the majority of the 
voting interest;

(b) government control of the board or governing 
body;

(c) government control of the appointment and 
removal of key personnel;

(d) government control of key committees in the 
entity;

(e) government possession of a golden share;

(f) special regulations;

(g) government as a dominant customer;

(h) borrowing from government.

A single indicator may be sufficient to establish 
control, but, in other cases, a number of separate 
indicators may collectively indicate control.

2.39 For non-profit institutions recognised as inde-
pendent legal entities, the five indicators of control 
to be considered are:

(a) the appointment of officers;

(b) the provisions of enabling instruments;

(c) contractual agreements;

(d) the degree of financing;

(e) the degree of government risk exposure.

As with corporations, a single indicator may be 
sufficient to establish control in some cases, but, in 
other cases, a number of separate indicators may 
collectively indicate control.

2.40 Differentiating between market and non-mar-
ket, and so for public sector entities classification 
between the general government sector and the 
corporations sector, depends on the criteria set out 
in paragraph 1.37.

2.41 A sector shall be divided into subsectors according 
to the criteria relevant to that sector; for example 
government can be split into central, state and local 
government and social security funds. This permits 
a more precise description of the economic behav-
iour of the units. 

The accounts for sectors and subsectors record all 
the activities, whether principal or secondary, of 
the institutional units covered by the appropriate 
sector.

Each institutional unit belongs to only one sector 
or subsector.
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2.42 When the principal function of the institutional 
unit is to produce goods and services, the type of 
producer must be decided first, in order to allocate 
it to a sector.

2.43 Table 2.2 shows the type of producer and the prin-

cipal activities and functions that are characteristic 

of each sector:

Table 2.2 — Type of producer and principal activities and functions classified by sector

Type of producer Principal activity and function Sector

Market producer Production of market goods and non-financial services Non-financial corporations 
(S.11)

Market producer Financial intermediation including insurance
Auxiliary financial activities Financial corporations (S.12)

Public non-market producer
Production and supply of non-market output for collective and 
individual consumption, and carrying out transactions intended to 
redistribute national income and wealth

General government (S.13)

Market producer or private 
producer for own final use

Consumption
Production of market output and output for own final use

Households (S.14)
As consumers
As entrepreneurs

Private non-market producer Production and supply of non-market output for individual 
consumption

Non-profit institutions 
serving households (S.15)

2.44 The rest of the world (S.2) sector refers to flows and 
positions between resident units and non-resident 
units — the non-resident units are not character-
ised by similar objectives and types of behaviour, 
but are only recognised through their flows and 
positions with resident units.

Non-financial corporations (S.11)

2.45 Definition: the non-financial corporations sec-
tor (S.11) consists of institutional units which are 
independent legal entities and market producers, 
and whose principal activity is the production of 
goods and non-financial services. The non-finan-
cial corporations sector also includes non-financial 
quasi-corporations (see paragraph 2.13(f)).

2.46 The institutional units covered are the following:

(a) private and public corporations which are mar-
ket producers principally engaged in the pro-
duction of goods and non-financial services;

(b) cooperatives and partnerships recognised as 
independent legal entities which are market 
producers principally engaged in the produc-
tion of goods and non-financial services;

(c) public producers which are recognised as inde-
pendent legal entities and which are market 

producers principally engaged in the produc-
tion of goods and non-financial services;

(d) non-profit institutions or associations serving 
non-financial corporations, which are recog-
nised as independent legal entities and which 
are market producers principally engaged in 
the production of goods and non-financial 
services;

(e) head offices controlling a group of corporations 
which are market producers, where the pre-
ponderant type of activity of the group of cor-
porations as a whole - measured on the basis of 
value added — is the production of goods and 
non-financial services;

(f) SPEs whose principal activity is the provision of 
goods or non-financial services;

(g) private and public quasi-corporations which 
are market producers principally engaged in 
the production of goods and non-financial 
services.

2.47 Non-financial quasi-corporations are all entities 
which are market producers principally engaged in 
the production of goods and non-financial services 
and which meet the conditions qualifying them 
as quasi-corporations (see point (f) of paragraph 
2.13).
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Non-financial quasi-corporations must keep 
enough information to enable a complete set of 
accounts to be drawn up, and are operated as if 
they were corporations. The de facto relation-
ship to their owner is that of a corporation to its 
shareholders.

Non-financial quasi-corporations owned by house-
holds, government units or non-profit institutions 
are grouped with non-financial corporations in the 
non-financial corporations sector, and not in the 
sector of their owner.

2.48 The existence of a complete set of accounts, includ-
ing balance sheets, is not a sufficient condition for 
market producers to be treated as institutional 
units such as quasi-corporations. Partnerships and 
public producers, other than those included under 
points (a), (b), (c) and (f) of paragraph 2.46 and sole 
proprietorships — even if they keep a complete set 
of accounts — are in general not distinct institu-
tional units because they do not enjoy autonomy of 
decision, their management being under the con-
trol of the households, non-profit institutions or 
governments which own them.

2.49 Non-financial corporations include notional resi-
dent units which are treated as quasi-corporations.

2.50 The non-financial corporations sector is divided 
into three subsectors:

(a) public non-financial corporations (S.11001);

(b) national private non-financial corporations 
(S.11002);

(c) foreign controlled non-financial corporations 
(S.11003).

Public non-financial corporations (S.11001)

2.51 Definition: the public non-financial corporations 
subsector consists of all non-financial corpora-
tions, quasi-corporations and non-profit institu-
tions, recognised as independent legal entities, that 
are market producers and are subject to control by 
government units.

2.52 Public quasi-corporations are quasi-corporations 
owned directly by government units.

National private non-financial corporations 
(S.11002)

2.53 Definition: the national private non-financial cor-
porations subsector consists of all non-financial 
corporations, quasi-corporations and non-profit 
institutions which are recognised as independent 
legal entities and which are market producers, that 
are not controlled by government or by non-resi-
dent institutional units.

This subsector includes corporate and quasi-cor-
porate direct foreign investment units not classi-
fied in the foreign controlled non-financial corpo-
rations subsector (S.11003).

Foreign controlled non-financial corporations 
(S.11003)

2.54 Definition: the foreign controlled non-financial 
corporations subsector consists of all non-financial 
corporations and quasi-corporations that are con-
trolled by non-resident institutional units.

This subsector includes:

(a) all subsidiaries of non-resident corporations;

(b) all corporations controlled by a non-resident 
institutional unit that is not itself a corporation; 
for example, a corporation which is controlled 
by a foreign government. It includes corpo-
rations controlled by a group of non-resident 
units acting in concert;

(c) all branches or other unincorporated agen-
cies of non-resident corporations or unincor-
porated producers which are notional resident 
units.

Financial corporations (S.12)

2.55 Definition: the financial corporations sector (S.12) 
consists of institutional units which are independ-
ent legal entities and market producers, and whose 
principal activity is the production of financial ser-
vices. Such institutional units comprise all corpo-
rations and quasi-corporations which are princi-
pally engaged in:

(a) financial intermediation (financial intermedi-
aries); and/or
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(b) auxiliary financial activities (financial 
auxiliaries).

Also included are institutional units provid-
ing financial services, where most of either their 
assets or their liabilities are not transacted on open 
markets.

2.56 Financial intermediation is the activity in which 
an institutional unit acquires financial assets and 
incurs liabilities on its own account by engaging 
in financial transactions on the market. The assets 
and liabilities of financial intermediaries are trans-
formed or repackaged in relation to, for example, 
maturity, scale, risk, etc. in the financial intermedi-
ation process.

Auxiliary financial activities are activities related to 
financial intermediation but which do not involve 
financial intermediation themselves.

Financial intermediaries

2.57 The financial intermediation process channels 
funds between third parties with a surplus and 
those with a lack of funds. A financial intermediary 
does not only act as an agent for other institutional 
units, but places itself at risk by acquiring financial 
assets and incurring liabilities on its own account.

2.58 In the financial intermediation process, all catego-
ries of liabilities may be involved with the excep-
tion of the liability category of other accounts pay-
able (AF.8). The financial assets involved in the 
financial intermediation process may be classified 
in any category with the exception of the category 
of insurance, pension and standardised guarantee 
schemes (AF.6) but including the other accounts 
receivable category. Financial intermediaries may 
invest their funds in non-financial assets includ-
ing real estate. In order to be considered a financial 
intermediary, a corporation should incur liabili-
ties on the market and transform funds. Real estate 
corporations are not financial intermediaries.

2.59 The function of insurance corporations and pen-
sion funds consists of the pooling of risks. The lia-
bilities of such institutions are insurance, pension 
and standardised guarantee schemes (AF.6). The 
counterparts of liabilities are investments by the 
insurance corporations and pension funds, acting 
as financial intermediaries.

2.60 Investment funds, hereinafter referred to as money 
market funds (MMFs) and non-money mar-
ket funds (non-MMFs), primarily incur liabil-
ities through the issue of investment fund shares 
or units (AF.52). They transform such funds 
by acquiring financial assets and/or real estate. 
Investment funds are classified as financial inter-
mediaries. Any change in the value of their assets 
and liabilities other than their own shares is 
reflected in their own funds (see paragraph 7.07). 
Given that the amount of own funds equals the 
value of the investment fund’s shares or units, any 
change in the value of the fund’s assets and liabil-
ities will be reflected in the market value of such 
shares or units. Investment funds investing in real 
estate are financial intermediaries.

2.61 Financial intermediation is limited to acquiring 
assets and incurring liabilities with the general 
public or specified and relatively large sub-groups 
thereof. Where the activity is limited to small 
groups of persons or families, no financial inter-
mediation takes place.

2.62 Exceptions to the general limitation of financial 
intermediation to financial transactions on the 
market may exist. Examples are municipal credit 
and savings banks which rely on the munici-
pality involved, or financial lease corporations 
that depend on a parent group of companies for 
acquiring funds or investing funds. Their lend-
ing or their acceptance of savings shall be inde-
pendent of the municipality involved or the parent 
group, respectively, in classifying them as financial 
intermediaries.

Financial auxiliaries

2.63 Auxiliary financial activities comprise auxil-
iary activities for realising transactions in finan-
cial assets and liabilities or the transformation 
or repackaging of funds. Financial auxiliaries do 
not put themselves at risk by acquiring financial 
assets or incurring liabilities. They facilitate finan-
cial intermediation. Head offices, all or most of the 
subsidiaries of which are financial corporations, 
are financial auxiliaries.



Units and groupings of units

37  European system of accounts — ESA 2010

2
Financial corporations other than financial 
intermediaries and financial auxiliaries

2.64 Other financial corporations other than financial 
intermediaries and financial auxiliaries are insti-
tutional units providing financial services, where 
most of either their assets or their liabilities are not 
transacted on open markets.

Institutional units included in the financial 
corporations sector

2.65 The institutional units included in the financial 
corporations sector (S.12) are the following:

(a) private or public corporations which are prin-
cipally engaged in financial intermediation 
and/or in auxiliary financial activities;

(b) cooperatives and partnerships recognised as 
independent legal entities which are principally 
engaged in financial intermediation and/or in 
auxiliary financial activities;

(c) public producers recognised as legal enti-
ties, which are principally engaged in finan-
cial intermediation and/or in auxiliary finan-
cial activities;

(d) non-profit institutions recognised as legal enti-
ties which are principally engaged in finan-
cial intermediation and/or in auxiliary finan-
cial activities, or which are serving financial 
corporations;

(e) head offices when all or most of their subsidi-
aries are, as financial corporations, principally 
engaged in financial intermediation and/or 
financial auxiliary activities. These head offices 
are classified as financial auxiliaries (S.126);

(f) holding companies, where the main role is the 
holding of assets of a group of subsidiary cor-
porations. The make-up of the group can be 
financial or non-financial — this does not affect 
the classification of holding companies as cap-
tive financial institutions (S.127);

(g) SPEs whose principal activity is the provision of 
financial services;

(h) unincorporated investment funds compris-
ing investment portfolios owned by the group 
of participants, and whose management is 

undertaken, in general, by other financial 
corporations. Such funds are institutional 
units, separate from the managing financial 
corporation;

(i) unincorporated units principally engaged in 
financial intermediation and subject to regula-
tion and supervision (in most cases classified as 
deposit-taking corporations except the central 
bank, insurance corporations or pension funds) 
are deemed to enjoy autonomy of decision and 
to have autonomous management independ-
ent of their owners; their economic and finan-
cial behaviour is similar to that of financial cor-
porations. In this case they are treated as sepa-
rate institutional units. Examples are branches 
of non-resident financial corporations.

Subsectors of financial corporations

2.66 The financial corporations sector is subdivided into 
the following subsectors:

(a) central bank (S.121);

(b) deposit-taking corporations except the central 
bank (S.122);

(c) money market funds (MMFs) (S.123);

(d) non-MMF investment funds (S.124);

(e) other financial intermediaries, except insur-
ance corporations and pension funds (S.125);

(f) financial auxiliaries (S.126);

(g) captive financial institutions and money lend-
ers (S.127);

(h) insurance corporations (S.128); and

(i) pension funds (S.129).

Combining subsectors of financial corporations

2.67 Monetary financial institutions (MFIs) as defined 
by the ECB consist of all institutional units included 
in the central bank (S.121), deposit-taking corpo-
rations except the central bank (S.122) and MMF 
(S.123) subsectors.

2.68 Other monetary financial institutions consist of 
those financial intermediaries through which the 
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effects of the monetary policy of the central bank 
(S.121) are transmitted to the other entities of the 
economy. They are deposit-taking corporations 
except the central bank (S.122) and MMF (S.123).

2.69 Financial intermediaries dealing with the pool-
ing of risks are insurance corporations and pen-
sions funds (ICPF). They consist of the insurance 
corporations (S.128) and pension funds (S.129) 
subsectors.

2.70 Financial corporations except MFI and ICPF con-
sist of the non-MMF investment funds (S.124), 
other financial intermediaries, except insurance 
corporations and pension funds (S.125), financial 
auxiliaries (S.126) and captive financial institutions 
and money lenders (S.127) subsectors.

Subdividing subsectors of financial corporations 
into public, national private and foreign controlled 
financial corporations

2.71 With the exception of subsector S.121, each sub-
sector is further subdivided into:

(a) public financial corporations;

(b) national private financial corporations; and

(c) foreign controlled financial corporations.

The criteria for this subdivision are the same as for 
non-financial corporations (see paragraphs 2.51 to 
2.54).

Table 2.3 — Financial corporations sector and its subsectors

Sectors and subsectors Public National 
private

Foreign 
controlled

Financial corporations S.12

Monetary financial 
institutions (MFI)

Central bank S.121

Other monetary financial 
institutions (OMFI)

Deposit-taking 
corporations except the 
central bank

S.122 S.12201 S.12202 S.12203

MMF S.123 S.12301 S.12302 S.12303

Financial corporations 
except MFI and ICPF

Non-MMF investment funds S.124 S.12401 S.12402 S.12403

Other financial intermediaries, except insurance 
corporations and pension funds S.125 S.12501 S.12502 S.12503

Financial auxiliaries S.126 S.12601 S.12602 S.12603

Captive financial institutions and money lenders S.127 S.12701 S.12702 S.12703

Insurance corporations 
and pension funds (ICPFs)

Insurance corporations (IC) S.128 S.12801 S.12802 S.12803

Pension funds (PF) S.129 S.12901 S.12902 S.12903

Central bank (S.121)

2.72 Definition: the central bank subsector (S.121) con-
sists of all financial corporations and quasi-corpo-
rations whose principal function is to issue cur-
rency, to maintain the internal and external value 
of the currency and to hold all or part of the inter-
national reserves of the country.

2.73 The following financial intermediaries are classi-
fied in subsector S.121:

(a) the national central bank, including when it is 
part of a European system of central banks;

(b) central monetary agencies of essentially pub-
lic origin (e.g. agencies managing foreign 
exchange or issuing currency) which keep a 
complete set of accounts and enjoy autonomy 
of decision in relation to central government. 
When these activities are performed either 
within central government or within the cen-
tral bank, no separate institutional units exist.

2.74 Subsector S.121 does not include agencies and bod-
ies, other than the central bank, which regulate or 
supervise financial corporations or financial mar-
kets. They are classified in subsector S.126.
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Deposit-taking corporations except the central bank 
(S.122)

2.75 Definition: the deposit-taking corporations except 
the central bank subsector (S.122) includes all 
financial corporations and quasi-corporations, 
except those classified in the central bank and in the 
MMF subsectors, which are principally engaged in 
financial intermediation and whose business is to 
receive deposits and/or close substitutes for deposits 
from institutional units, hence not only from MFIs, 
and, for their own account, to grant loans and/or to 
make investments in securities.

2.76 Deposit-taking corporations except the cen-
tral bank cannot be described simply as ‘banks’, 
because they may include some financial corpora-
tions which do not call themselves banks, or some 
financial corporations which are not permitted to 
do so in some countries, while some other finan-
cial corporations describing themselves as banks 
may not in fact be deposit-taking corporations. The 
following financial intermediaries are classified in 
sub-sector S.122:

(a) commercial banks, ‘universal’ banks, ‘all-pur-
pose’ banks;

(b) savings banks (including trustee savings banks 
and savings banks and loan associations);

(c) post office giro institutions, post banks, giro 
banks;

(d) rural credit banks, agricultural credit banks;

(e) cooperative credit banks, credit unions;

(f) specialised banks (e.g. merchant banks, issuing 
houses, private banks); and

(g) electronic money institutions principally 
engaged in financial intermediation.

2.77 The following financial intermediaries are classi-
fied in subsector S.122 where it is their business to 
receive repayable funds from the public, whether 
in the form of deposits or in other forms such as 
the continuing issue of long-term debt securities:

(a) corporations engaged in granting mortgages 
(including building societies, mortgage banks 
and mortgage credit institutions);

(b) municipal credit institutions.

Otherwise, financial intermediaries are classified in 
subsector S.124.

2.78 Subsector S.122 does not include:

(a) head offices which oversee and manage other 
units of a group consisting predominantly of 
deposit-taking corporations except the central 
bank, but which are not deposit-taking corpo-
rations. Such head offices are classified in sub-
sector S.126;

(b) non-profit institutions recognised as independ-
ent legal entities serving deposit-taking corpo-
rations, but not engaged in financial interme-
diation. They are classified in subsector S.126; 
and

(c) electronic money institutions not principally 
engaged in financial intermediation.

MMF (S.123)

2.79 Definition: the MMF subsector (S.123) consists of 
all financial corporations and quasi-corporations, 
except those classified in the central bank and in 
the credit institutions subsectors, which are prin-
cipally engaged in financial intermediation. Their 
business is to issue investment fund shares or units 
as close substitutes for deposits from institutional 
units, and, for their own account, to make invest-
ments primarily in money market fund shares/
units, short-term debt securities, and/or deposits.

2.80 The following financial intermediaries are classi-
fied in subsector S.123: investment funds includ-
ing investment trusts, unit trusts and other collec-
tive investment schemes whose shares or units are 
close substitutes for deposits.

2.81 Subsector S.123 does not include:

(a) head offices which oversee and manage a group 
consisting predominantly of MMFs, but which 
are not MMFs themselves. They are classified in 
subsector S.126;

(b) non-profit institutions recognised as inde-
pendent legal entities serving MMFs, but not 
engaged in financial intermediation. They are 
classified in subsector S.126.
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Non-MMF investment funds (S.124)

2.82 Definition: the non-MMF investment funds sub-
sector (S.124) consists of all collective investment 
schemes, except those classified in the MMF sub-
sector, which are principally engaged in financial 
intermediation. Their business is to issue invest-
ment fund shares or units which are not close sub-
stitutes for deposits, and, on their own account, 
to make investments primarily in financial assets 
other than short-term financial assets and in non-
financial assets (usually real estate).

2.83 Non-MMF investment funds cover investment 
trusts, unit trusts and other collective investment 
schemes whose investment fund shares or units are 
not seen as close substitutes for deposits.

2.84 The following financial intermediaries are classi-
fied in subsector S.124:

(a) open-ended investment funds whose invest-
ment fund shares or units are, at the request of 
the holders, repurchased or redeemed directly 
or indirectly out of the undertaking’s assets;

(b) closed-ended investment funds with a fixed 
share capital, where investors entering or leav-
ing the fund must buy or sell existing shares;

(c) real estate investment funds;

(d) investment funds investing in other funds 
(‘funds of funds’);

(e) hedge funds covering a range of collective 
investment schemes, involving high minimum 
investments, light regulation, and a range of 
investment strategies.

2.85 Subsector S.124 does not include:

(a) pension funds which are part of the pension 
funds subsector;

(b) special purpose government funds, called sov-
ereign wealth funds. A special purpose gov-
ernment fund is classified as captive financial 
institution if it is a financial corporation. The 
classification of a ‘special purpose government 
fund’ either as part of general government sec-
tor or as part of the financial corporation sec-
tor shall be determined according to the criteria 

concerning special purpose units of general 
government set out in paragraph 2.27;

(c) head offices which oversee and manage a group 
consisting predominantly of non-MMF invest-
ment funds, but which are not investment 
funds themselves. They are classified in subsec-
tor S.126;

(d) non-profit institutions recognised as independ-
ent legal entities serving non-MMF investment 
funds, but not engaged in financial intermedia-
tion. They are classified in subsector S.126.

Other financial intermediaries, except insurance 
corporations and pension funds (S.125)

2.86 Definition: the other financial intermediaries, 
except insurance corporations and pension funds 
subsector (S.125) consists of all financial corpora-
tions and quasi-corporations which are principally 
engaged in financial intermediation by incurring 
liabilities in forms other than currency, deposits, 
or investment fund shares, or in relation to insur-
ance, pension and standardised guarantee schemes 
from institutional units.

2.87 Subsector S.125 includes financial intermediar-
ies predominantly engaged in long-term financ-
ing. In most cases, this predominant maturity dis-
tinguishes that subsector from the OMFI subsec-
tors (S.122 and S.123). Based on the non-existence 
of liabilities in the form of investment fund shares 
which are not seen as close substitutes for depos-
its or insurance, pension and standardised guar-
antee schemes, the borderline with the non-MMF 
investment funds (S.124), the insurance corpora-
tions (S.128), and the pension funds (S.129) sub-
sectors can be determined.

2.88 The other financial intermediaries, except insur-
ance corporations and pension funds subsector 
(S.125) is further subdivided into subsectors con-
sisting of financial vehicle corporations engaged 
in securitisation transactions (FVC), security and 
derivative dealers, financial corporations engaged 
in lending, and specialised financial corporations. 
This is shown in Table 2.4.
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Table 2.4 —Other financial intermediaries, except 
insurance corporations and pension funds 
subsector (S.125) and its subdivisions

Other financial intermediaries, except insurance 
corporations and pension funds

Financial vehicle corporations engaged in securitisation 
transactions (FVC);

Security and derivative dealers;

Financial corporations engaged in lending; and

Specialised financial corporations

2.89 Subsector S.125 does not include non-profit insti-
tutions recognised as independent legal entities 
serving other financial intermediaries, but not 
engaged in financial intermediation. They are clas-
sified in subsector S.126.

Financial vehicle corporations engaged in 
securitisation transactions (FVC)

2.90 Definition: financial vehicle corporations engaged 
in securitisation transactions (FVC) are undertak-
ings carrying out securitisation transactions. FVC 
that satisfy the criteria of an institutional unit are 
classified in S.125, otherwise they are treated as an 
integral part of the parent.

Security and derivative dealers, financial 
corporations engaged in lending and specialised 
financial corporations

2.91 Security and derivative dealers (on own account) 
are financial intermediaries on own account.

2.92 Financial corporations engaged in lending include 
for example financial intermediaries engaged in:

(a) financial leasing;

(b) hire purchase and the provision of personal or 
commercial finance; or

(c) factoring.

2.93 Specialised financial corporations are financial 
intermediaries, for example:

(a) venture and development capital companies;

(b) export/import financing companies; or

(c) financial intermediaries which acquire deposits 
and/or close substitutes for deposits, or incur 
loans vis-à-vis monetary financial institutions 
only; these financial intermediaries cover also 
central counterparty clearing houses (CCPs) 
carrying out inter-MFI repurchase agreement 
transactions.

2.94 Head offices which oversee and manage a group of 
subsidiaries principally engaged in financial inter-
mediation and/or in auxiliary financial activities 
are classified in subsector S.126.

Financial auxiliaries (S.126)

2.95 Definition: the financial auxiliaries subsector 
(S.126) consists of all financial corporations and 
quasi-corporations which are principally engaged 
in activities closely related to financial intermedi-
ation but which are not financial intermediaries 
themselves.

2.96 The following financial corporations and quasi-
corporations are classified in subsector S.126:

(a) insurance brokers, salvage and average admin-
istrators, insurance and pension consultants, 
etc.;

(b) loan brokers, securities brokers, investment 
advisers, etc.;

(c) flotation corporations that manage the issue of 
securities;

(d) corporations whose principal function is to 
guarantee, by endorsement, bills and similar 
instruments;

(e) corporations which arrange derivative and 
hedging instruments, such as swaps, options 
and futures (without issuing them);

(f) corporations providing infrastructure for 
financial markets;

(g) central supervisory authorities of financial 
intermediaries and financial markets when they 
are separate institutional units;

(h) managers of pension funds, mutual funds, etc.;

(i) corporations providing stock exchange and 
insurance exchange;
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(j) non-profit institutions recognised as independ-
ent legal entities serving financial corporations, 
but not engaged in financial intermediation 
(see point (d) of paragraph 2.46);

(k) payment institutions (facilitating payments 
between buyer and seller).

2.97 Subsector S.126 also includes head offices whose 
subsidiaries are all or mostly financial corporations.

Captive financial institutions and money lenders 
(S.127)

2.98 Definition: the captive financial institutions and 
money lenders subsector (S.127) consists of all 
financial corporations and quasi-corporations 
which are neither engaged in financial intermedi-
ation nor in providing financial auxiliary services, 
and where most of either their assets or their liabil-
ities are not transacted on open markets.

2.99 In particular, the following financial corporations 
and quasi-corporations are classified in subsector 
S.127:

(a) units as legal entities such as trusts, estates, 
agencies accounts or ‘brass plate’ companies;

(b) holding companies that hold controlling-lev-
els of equity of a group of subsidiary corpora-
tions and whose principal activity is owning 
the group without providing any other service 
to the businesses in which the equity is held, 
that is, they do not administer or manage other 
units;

(c) SPEs that qualify as institutional units and raise 
funds in open markets to be used by their par-
ent corporation;

(d) units which provide financial services exclu-
sively with own funds, or funds provided by a 
sponsor, to a range of clients and incur the finan-
cial risk of the debtor defaulting. Examples are 
money lenders, corporations engaged in lend-
ing to students or for foreign trade from funds 
received from a sponsor such as a government 
unit or a non-profit institution, and pawnshops 
that predominantly engage in lending;

(e) special purpose government funds, usually 
called sovereign wealth funds, if classified as 
financial corporations.

Insurance corporations (S.128)

2.100 Definition: the insurance corporations subsector 
(S.128) consists of all financial corporations and 
quasi-corporations which are principally engaged 
in financial intermediation as a consequence of the 
pooling of risks mainly in the form of direct insur-
ance or reinsurance (see paragraph 2.59).

2.101 Insurance corporations provide services of:

(a) life and non-life insurance to individual units 
or groups of units;

(b) reinsurance to other insurance corporations.

2.102 Services of non-life insurance corporations may 
be provided in the form of insurance against the 
following:

(a) fire (e.g. commercial and private property);

(b) liability (casualty);

(c) motor (own damage and third party liability);

(d) marine, aviation and transport (including 
energy risks);

(e) accident and health; or

(f) financial insurance (provision of guarantees or 
surety bonds).

Financial insurance or credit insurance corpora-
tions, also called guarantee banks, provide guar-
antees or surety bonds to back securitisation and 
other credit products.

2.103 Insurance corporations are mainly incorporated 
or mutual entities. Incorporated entities are owned 
by shareholders and many are listed on stock 
exchanges. Mutuals are owned by their policyhold-
ers and return their profits to the ‘with profits’ or 
‘participating’ policyholders through dividends or 
bonuses. ‘Captive’ insurers are normally owned by 
a non-financial corporation and mostly insure the 
risks of their shareholders.
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Box 2.1 — Types of insurance

Type of insurance Sector/subsector

Direct insurance

Life insurance
Policyholder makes regular or one-off payments to an insurer in return for which 

the insurer guarantees to provide the policyholder with an agreed sum, or an 
annuity, at a given date or earlier.

Insurance corporations

Non-life insurance
Insurance to cover risks like accidents, sickness, fire, credit, etc. Insurance corporations

Reinsurance Insurance bought by an insurer to protect himself against an unexpectedly large 
number of claims or exceptionally heavy claims. Insurance corporations

Social insurance

Social security
The participants are obliged by general 

government to insure against certain social 
risks.

Social security pensions

Social security funds
Other social security

Employment related social insurance other 
than social security

Employers can make it a condition of 
employment that employees insure against 

certain social risks.

Employment related pensions Sector of employer, insurance 
corporations and pension 

funds or non-profit institutions 
serving households

Other employment related social 
insurance

2.104 Subsector S.128 does not include:

(a) institutional units which fulfil each of the two 
criteria listed in paragraph 2.117. They are clas-
sified in sub-sector S.1314;

(b) head offices which oversee and manage a group 
consisting predominantly of insurance corpo-
rations, but which are not insurance corpora-
tions themselves. They are classified in sub-sec-
tor S.126;

(c) non-profit institutions recognised as independ-
ent legal entities serving insurance corpora-
tions, but not engaged in financial intermedia-
tion. They are classified in subsector S.126.

Pension funds (S.129)

2.105 Definition: the pension funds subsector (S.129) 
consists of all financial corporations and quasi-cor-
porations which are principally engaged in finan-
cial intermediation as the consequence of the pool-
ing of social risks and needs of the insured persons 
(social insurance). Pension funds as social insur-
ance schemes provide income in retirement, and 
often benefits for death and disability.

2.106 Subsector S.129 consists of only those social insur-
ance pension funds that are institutional units sep-
arate from the units that create them. Such auton-
omous funds have autonomy of decision and keep 

a complete set of accounts. Non-autonomous pen-
sion funds are not institutional units and remain 
part of the institutional unit that sets them up.

2.107 Examples of participants in pension fund schemes 
include employees of a single enterprise or a group 
of enterprises, employees of a branch or industry, 
and persons having the same profession. The bene-
fits included in the insurance contract can be:

(a) paid after the death of the insured to the 
widow(er) and children;

(b) paid after retirement; or

(c) paid after the insured becomes disabled.

2.108 In some countries, all those types of risks can be 
insured by life insurance corporations as well as 
through pension funds. In other countries, it is 
required that some of those classes of risks are 
insured through life insurance corporations. In 
contrast to life insurance corporations, pension 
funds are restricted by law to specified groups of 
employees and self-employed.

2.109 Pension fund schemes may be organised by 
employers or by general government. They may 
also be organised by insurance corporations on 
behalf of employees; or separate institutional units 
may be established to hold and manage the assets 
to be used to meet the pension entitlements and to 
distribute the pensions.
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2.110 Subsector S.129 does not include:

(a) institutional units which fulfil each of the two 
criteria listed in paragraph 2.117. They are clas-
sified in subsector S.1314;

(b) head offices which oversee and manage a group 
consisting predominantly of pension funds, but 
which are not pension funds themselves. They 
are classified in subsector S.126;

(c) non-profit institutions recognised as independ-
ent legal entities serving pension funds, but not 
engaged in financial intermediation. They are 
classified in subsector S.126.

General government (S.13)

2.111 Definition: the general government sector (S.13) 
consists of institutional units which are non-mar-
ket producers whose output is intended for individ-
ual and collective consumption, and are financed 
by compulsory payments made by units belonging 
to other sectors, and institutional units principally 
engaged in the redistribution of national income 
and wealth.

2.112 The institutional units included in sector S.13 are 
for example the following:

(a) general government units which exist through 
a legal process to have judicial authority over 
other units in the economic territory, and 
administer and finance a group of activi-
ties, principally providing non-market goods 
and services, intended for the benefit of the 
community;

(b) a corporation or quasi-corporation which is a 
government unit, if its output is mainly non-
market and a government unit controls it;

(c) non-profit institutions recognised as inde-
pendent legal entities which are non-market 
producers and which are controlled by general 
government;

(d) autonomous pension funds, where there is a 
legal obligation to contribute, and where gen-
eral government manages the funds with 
respect to the settlement and approval of con-
tributions and benefits.

2.113 The general government sector is divided into four 
subsectors:

(a) central government (excluding social security 
funds) (S.1311);

(b) state government (excluding social security 
funds) (S.1312);

(c) local government (excluding social security 
funds) (S.1313);

(d) social security funds (S.1314).

Central government (excluding social security funds) 
(S.1311)

2.114 Definition: this subsector includes all adminis-
trative departments of the state and other cen-
tral agencies whose competence extends normally 
over the whole economic territory, except for the 
administration of social security funds.

Included in subsector S.1311 are those non-profit 
institutions which are controlled by central gov-
ernment and whose competence extends over the 
whole economic territory.

Market regulatory organisations which are either 
exclusively or principally distributors of subsidies 
are classified in S.1311. Those organisations which 
are exclusively or principally engaged in buying, 
holding and selling agricultural or food products 
are classified in S.11.

State government (excluding social security funds) 
(S.1312)

2.115 Definition: this subsector consists of those types 
of public administration which are separate insti-
tutional units exercising some of the functions of 
government, except for the administration of social 
security funds, at a level below that of central gov-
ernment and above that of the governmental insti-
tutional units existing at local level.

Included in subsector S.1312 are those non-profit 
institutions which are controlled by state govern-
ments and whose competence is restricted to the 
economic territories of the states.
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Local government (excluding social security funds) 
(S.1313)

2.116 Definition: this subsector includes those types of 
public administration whose competence extends 
to only a local part of the economic territory, apart 
from local agencies of social security funds.

Included in subsector S.1313 are those non-profit 
institutions which are controlled by local govern-
ments and whose competence is restricted to the 
economic territories of the local governments.

Social security funds (S.1314)

2.117 Definition: the social security funds subsector 
includes central, state and local institutional units 
whose principal activity is to provide social benefits 
and which fulfil each of the following two criteria:

(a) by law or by regulation certain groups of the 
population are obliged to participate in the 
scheme or to pay contributions; and

(b) general government is responsible for the man-
agement of the institution in respect of the set-
tlement or approval of the contributions and 
benefits independently from its role as supervi-
sory body or employer.

There is usually no direct link between the amount 
of the contribution paid by an individual and the 
risk to which that individual is exposed.

Households (S.14)

2.118 Definition: the households sector (S.14) consists of 
individuals or groups of individuals as consumers 
and as entrepreneurs producing market goods and 
non-financial and financial services (market pro-
ducers) provided that the production of goods and 
services is not by separate entities treated as quasi-
corporations. It also includes individuals or groups 
of individuals as producers of goods and non-
financial services for exclusively own final use.

Households as consumers may be defined as 
small groups of persons who share the same liv-
ing accommodation, who pool their income and 
wealth and who consume certain types of goods 
and services collectively, mainly housing and food.

The principal resources of households are the 
following:

(a) the compensation of employees;

(b) property income;

(c) transfers from other sectors;

(d) receipts from the disposal of market products; 
and

(e) imputed receipts from the output of products 
for own final consumption.

2.119 The households sector includes:

(a) individuals or groups of individuals whose 
principal function is consumption;

(b) persons living permanently in institutions who 
have little or no autonomy of action or deci-
sion in economic matters (e.g. members of reli-
gious orders living in monasteries, long-term 
patients in hospitals, prisoners serving long 
sentences, old persons living permanently in 
retirement homes). Such people are treated as 
a single institutional unit: a single household;

(c) individuals or groups of individuals whose 
principal function is consumption and that 
produce goods and non-financial services for 
exclusively own final use; only two categories 
of services produced for own final consump-
tion are included within the system: services of 
owner-occupied dwellings and domestic ser-
vices produced by paid employees;

(d) sole proprietorships and partnerships without 
legal status, other than those treated as quasi-
corporations, and which are market producers; 
and

(e) non-profit institutions serving households, 
which do not have independent legal status, 
or those which do but which are of only minor 
importance.

2.120 In the ESA 2010, the households sector is subdi-
vided into the following subsectors:

(a) employers (S.141) and own-account workers 
(S.142);

(b) employees (S.143);
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(c) recipients of property income (S.1441);

(d) recipients of pensions (S.1442);

(e) recipients of other transfers (S.1443).

2.121 Households are allocated to subsectors according 
to the largest income category (employers’ income, 
compensation of employees, etc.) of the house-
hold as a whole. When more than one income of a 
given category is received within the same house-
hold, the classification is based on the total house-
hold income within each category.

Employers and own-account workers (S.141 and 
S.142)

2.122 Definition: the employers and own-account work-
ers subsector consists of the group of households 
for which the (mixed) incomes (B.3) accruing to 
the owners of household unincorporated enter-
prises from their activity as producers of market 
goods and services with or without paid employees 
are the largest source of income for the household 
as a whole, even if it does not account for more 
than half of total household income.

Employees (S.143)

2.123 Definition: the employees subsector consists of the 
group of households for which the income accru-
ing from compensation of employees (D.1) is the 
largest source of income for the household as a 
whole.

Recipients of property income (S.1441)

2.124 Definition: the recipients of property income sub-
sector consists of the group of households for 
which property income (D.4) is the largest source 
of income for the household as a whole.

Recipients of pensions (S.1442)

2.125 Definition: the recipients of pensions subsec-
tor consists of the group of households for which 
the income accruing from pensions is the largest 
source of income for the household as a whole.

Pension households are households whose larg-
est source of income consists of retirement or 

other pensions, including pensions from previous 
employers.

Recipients of other transfers (S.1443)

2.126 Definition: the recipients of other transfers subsec-
tor consists of the group of households for which 
the income accruing from other current transfers 
is the largest source of income for the household as 
a whole.

Other current transfers are all current transfers 
other than property income, pensions and income 
of persons living permanently in institutions.

2.127 If information on the relative contributions of the 
sources of income of the household as a whole is 
not available for sectoring purposes, the income 
of the reference person is used for classifying pur-
poses. The reference person of a household is the 
person with the largest income. If the latter infor-
mation is not available, the income of the person 
who states that he/she is the reference person is 
used for subsectoring households.

2.128 Other criteria for subsectoring households can be 
used, e.g. breakdown of households as entrepre-
neurs by activity: agricultural households and non-
agricultural households.

Non-profit institutions serving households 
(S.15)

2.129 Definition: the non-profit institutions serving 
households (NPISHs) sector (S.15) consists of non-
profit institutions which are separate legal enti-
ties, which serve households and which are private 
non-market producers. Their principal resources 
are voluntary contributions in cash or in kind from 
households in their capacity as consumers, from 
payments made by general government and from 
property income.

2.130 Where such institutions are not very important, 
they are not included in the NPISH sector, but in 
the households sector (S.14), as their transactions 
are indistinguishable from units in that sector. 
Non-market NPISHs controlled by general gov-
ernment are classified in the general government 
sector (S.13).
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The NPISHs sector includes the following main 
kinds of NPISHs that provide non-market goods 
and services to households:

(a) trade unions, professional or learned socie-
ties, consumers’ associations, political parties, 
churches or religious societies (including those 
financed but not controlled by governments), 
and social, cultural, recreational and sports 
clubs; and

(b) charities, relief and aid organisations financed 
by voluntary transfers in cash or in kind from 
other institutional units.

Sector S.15 includes charities, relief or aid agen-
cies serving non-resident units and excludes enti-
ties where membership gives a right to a predeter-
mined set of goods and services.

Rest of the world (S.2)

2.131 Definition: the rest of the world sector (S.2) is a 
grouping of units without any characteristic func-
tions and resources; it consists of non-resident 
units insofar as they are engaged in transactions 
with resident institutional units, or have other eco-
nomic links with resident units. Its accounts pro-
vide an overall view of the economic relationships 
linking the national economy with the rest of the 
world. The institutions of the EU and international 
organisations are included.

2.132 The rest of the world is not a sector for which com-
plete sets of accounts have to be kept, but it is con-
venient to treat the rest of the world as a sector. 
Sectors are obtained by disaggregating the total 
economy to obtain more homogeneous groups of 
resident institutional units, which are similar in 
respect to their economic behaviour, objectives 
and functions. This is not the case for the rest of 
the world sector: for this sector, there are recorded 
the transactions and other flows of non-financial 
and financial corporations, non-profit institutions, 
households and general government with non-res-
ident institutional units and other economic rela-
tionships between residents and non-residents, e.g. 
claims by residents on non-residents.

2.133 The accounts for the rest of the world include 
only transactions carried out between resident 

institutional units and non-resident units, subject 
to the following exceptions:

(a) the services of transport (up to the border of the 
exporting country) provided by resident units 
in respect of imported goods are shown in the 
rest of the world accounts with FOB imports, 
even though they are produced by resident 
units;

(b) transactions in foreign assets between residents 
belonging to different sectors in the domes-
tic economy are shown in the detailed finan-
cial accounts for the rest of the world. These 
transactions do not affect the country’s finan-
cial position vis-à-vis the rest of the world; they 
affect the financial relationships of individual 
sectors with the rest of the world;

(c) transactions in the country’s liabilities between 
non-residents belonging to different geo-
graphical zones are shown in the geographical 
breakdown of the rest of the world accounts. 
Although these transactions do not affect the 
country’s overall liability to the rest of the 
world, they affect its liabilities to different parts 
of the world.

2.134 The rest of the world sector (S.2) is subdivided into:

(a) Member States and institutions and bodies of 
the European Union (S.21):

(1) Member States of the European Union (S.211);

(2) Institutions and bodies of the European Union 
(S.212);

(b) non-member countries and international 
organisations non-resident of EU (S.22).

Sector classification of producer units for 
main standard legal forms of ownership

2.135 The following overview and paragraphs 2.31 to 2.44 
summarise the principles underlying the classifica-
tion of producer units into sectors, using the stand-
ard terminology for describing the main types of 
institutions.

2.136 Private and public corporations which are market 
producers are classified as follows:
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(a) those principally engaged in the production of 
goods and non-financial services: in sector S.11 
(non-financial corporations);

(b) those principally engaged in financial interme-
diation and auxiliary financial activities: in sec-
tor S.12 (financial corporations).

2.137 Cooperatives and partnerships which are recog-
nised as independent legal entities and are market 
producers are classified as follows:

(a) those principally engaged in the production of 
goods and non-financial services: in sector S.11 
(non-financial corporations);

(b) those principally engaged in financial interme-
diation and auxiliary financial activities: in sec-
tor S.12 (financial corporations).

2.138 Public producers which by virtue of special legis-
lation are recognised as independent legal entities 
and which are market producers are classified as 
follows:

(a) those principally engaged in the production of 
goods and non-financial services: in sector S.11 
(non-financial corporations);

(b) those principally engaged in financial interme-
diation and auxiliary financial activities: in sec-
tor S.12 (financial corporations).

2.139 Public producers which are not recognised as inde-
pendent legal entities and are market producers are 
classified as follows:

(a) If they are quasi-corporations:

(1) those principally engaged in the production of 
goods and non-financial services: in sector S.11 
(non-financial corporations);

(2) those principally engaged in financial intermedia-
tion and financial auxiliary activities: in sector S.12 
(financial corporations).

(b) If they are not quasi-corporations: in sector 
S.13 (general government), as they remain an 
integral part of the units which control them.

2.140 Non-profit institutions (associations and founda-
tions) recognised as independent legal entities are 
classified as follows:

(a) those which are market producers and princi-
pally engaged in the production of goods and 

non-financial services: in sector S.11 (non-
financial corporations);

(b) those principally engaged in financial interme-
diation and auxiliary financial activities: in sec-
tor S.12 (financial corporations);

(c) those which are non-market producers:

(1) in sector S.13 (general government), if they are pub-
lic producers controlled by general government;

(2) in sector S.15 (non-profit institutions serving 
households), if they are private producers.

2.141 Sole proprietorships and partnerships which are 
not recognised as independent legal entities and 
are market producers are classified as follows:

(a) If they are quasi-corporations:

(1) those principally engaged in the production of 
goods and non-financial services: in sector S.11 
(non-financial corporations);

(2) those principally engaged in financial intermedia-
tion and financial auxiliary activities: in sector S.12 
(financial corporations).

(b) If they are not quasi-corporations, they are 
classified in sector S.14 (households).

2.142 Head offices are classified as follows:

(a) in sector S.11 (non-financial corporations), if 
the preponderant type of activity of the group 
of corporations which are market producers as 
a whole is the production of goods and non-
financial services (see point (e) of paragraph 
2.46);

(b) in sector S.12 (financial corporations), if the 
preponderant type of activity of the group of 
corporations as a whole is financial intermedia-
tion (see point (e) of paragraph 2.65).

Holding companies which are holders of assets 
of a group of subsidiary corporations are always 
treated as financial corporations. Holding compa-
nies hold the assets of a group of companies, but 
do not undertake any management activities with 
respect to the group.

2.143 Table 2.5 shows in schematic form the various 
cases enumerated above.
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Table 2.5 — Sector classification of producer units for main standard legal forms of ownership

Type of producer
Standard legal description

Market producers 
(goods and non-

financial services)

Market producers 
(financial 

intermediation)

Non-market producers

Public 
producers

Private 
producers

Private and public corporations S.11 non-financial 
corporations

S.12 financial 
corporations

Cooperatives and partnerships recognised as 
independent legal entities

S.11 non-financial 
corporations

S.12 financial 
corporations

Public producers which by virtue of special 
legislation are recognised as independent legal 
entities

S.11 non-financial 
corporations

S.12 financial 
corporations

Public producers not 
recognised as independent 
legal entities

Those with the 
characteristics of 
quasi-corporations

S.11 non-financial 
corporations

S.12 financial 
corporations

The rest S.13 general 
government

Non-profit institutions recognised as 
independent legal entities

S.11 non-financial 
corporations

S.12 financial 
corporations

S.13 general 
government

S.15 non-profit 
institutions serving 
households

Partnerships not recognised 
as independent legal 
entities
Sole proprietorships

Those with the 
characteristics of 
quasi-corporations

S.11 non-financial 
corporations

S.12 financial 
corporations

The rest S.14 households S.14 households

Head offices whose 
preponderant type of 
activity of the group of 
corporations controlled by 
them is the production of:

goods and non-
financial services

S.11 non-financial 
corporations

financial services S.12 financial 
corporations

Local kind-of-activity units and 
industries

2.144 Most institutional units producing goods and ser-
vices are engaged in a combination of activities at 
the same time. They may be engaged in a principal 
activity, some secondary activities and some ancil-
lary activities.

2.145 An activity occurs when resources such as equip-
ment, labour, manufacturing techniques, infor-
mation networks or products are combined, lead-
ing to the creation of specific goods or services. An 
activity is characterised by an input of products, a 
production process and an output of products.

Activities can be determined by reference to a spe-
cific level of NACE Rev. 2.

2.146 If a unit carries out more than one activity, all the 
activities which are not ancillary activities (see 

Chapter  3, paragraph 3.12) are ranked according 
to the gross value added. On the basis of the pre-
ponderant gross value added generated, a distinc-
tion can then be made between principal activity 
and secondary activities.

2.147 In order to analyse flows occurring in the process 
of production and in the use of goods and services, 
it is necessary to choose units which emphasise 
relationships of a technico-economic kind. This 
requirement means that institutional units must 
be partitioned into smaller and more homogene-
ous units with regard to the kind of production. 
Local kind-of-activity units are intended to meet 
this requirement as an operational approach.

The local kind-of-activity unit

2.148 Definition: the local kind-of-activity unit (local 
KAU) is the part of a kind-of-activity unit (KAU) 
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which corresponds to a local unit. The local KAU 
is called establishment in the 2008 SNA and ISIC 
Rev. 4. A KAU groups all the parts of an institu-
tional unit in its capacity as producer contributing 
to the performance of an activity at class level (four 
digits) of the NACE Rev. 2 and corresponds to 
one or more operational subdivisions of the insti-
tutional unit. The institutional unit’s information 
system must be capable of indicating or calculat-
ing for each local KAU at least the value of produc-
tion, intermediate consumption, compensation of 
employees, the operating surplus and employment 
and gross fixed capital formation.

The local unit is an institutional unit, or part of an 
institutional unit, producing goods or services sit-
uated in a geographically identified place.

A local KAU may correspond to an institutional 
unit as producer; on the other hand, it can never 
belong to two different institutional units.

2.149 If an institutional unit producing goods or services 
contains a principal activity and also one or sev-
eral secondary activities, it is subdivided into the 
same number of KAUs, and the secondary activi-
ties are classified under different headings from the 
principal activity. The ancillary activities are not 
separated from the principal or secondary activi-
ties. But KAUs falling within a particular heading 
of the classification system can produce products 
outside the homogeneous group on account of sec-
ondary activities connected with them which can-
not be separately identified from available account-
ing documents. Thus a KAU may carry out one or 
more secondary activities.

Industries

2.150 Definition: an industry consists of a group of local 
KAUs engaged in the same, or similar, kind-of-
activity. At the most detailed level of classification, 
an industry consists of all the local KAUs falling 
within a single class (four digits) of NACE Rev. 2 
and which are therefore engaged in the same activ-
ity as defined in the NACE Rev. 2.

Industries comprise both local KAUs producing 
market goods and services and local KAUs pro-
ducing non-market goods and services. An indus-
try by definition consists of a group of local KAUs 
engaged in the same type of productive activity, 

irrespective of whether or not the institutional 
units to which they belong produce market or non-
market output.

2.151 Industries are classified in three categories:

(a) industries producing market goods and ser-
vices (market industries) and goods and ser-
vices for own final use. Services for own final 
use are housing services produced by owner-
occupiers, and domestic services produced by 
employing paid staff;

(b) industries producing non-market goods and 
services of general government: non-market 
industries of general government;

(c) industries producing non-market goods and 
services of non-profit institutions serving 
households: non-market industries of non-
profit institutions serving households.

Classification of industries

2.152 The classification used for grouping local KAUs 
into industries is the NACE Rev. 2.

Units of homogeneous production and 
homogeneous branches

2.153 For analysis of the production process, the unit 
best suited to this analysis is the unit of homoge-
neous production. This unit has a unique activity 
defined by its inputs, process of production, and 
outputs.

The unit of homogeneous production

2.154 Definition: a unit of homogeneous production car-
ries out a unique activity which is identified by 
its inputs, process of production, and its outputs. 
The products which constitute the inputs and out-
puts are themselves distinguished by their physi-
cal characteristics, the extent to which they are 
processed and the technique of production used. 
They can be identified by a classification of prod-
ucts (classification of products by activity — CPA). 
The CPA is a product classification the elements of 
which are structured according to the industrial 



Units and groupings of units

51  European system of accounts — ESA 2010

2
origin criterion, industrial origin being defined by 
NACE Rev. 2.

The homogeneous branch

2.155 Definition: the homogeneous branch consists 
of a grouping of units of homogeneous produc-
tion. The set of activities covered by a homogene-
ous branch is identified by reference to a product 

classification. The homogeneous branch produces 
those goods or services specified in the classifica-
tion and only those products.

2.156 Homogeneous branches are units designed for eco-
nomic analysis. Units of homogeneous production 
cannot usually be observed directly; data collected 
from the units used in statistical enquiries have to 
be re-arranged to form homogeneous branches.
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CHAPTER 3

Transactions in products and non-produced assets

Transactions in products in general

3.01 Definition: products are all goods and services 
that are created within the production boundary. 
Production is defined in paragraph 3.07.

3.02 The following main categories of transactions in 
products are distinguished in the ESA:

Transaction categories Code

Output P.1

Intermediate consumption P.2

Final consumption expenditure P.3

Actual final consumption P.4

Gross capital formation P.5

Exports of goods and services P.6

Imports of goods and services P.7

3.03 Transactions in products are recorded as follows:

(a) in the goods and services account, output and 
imports are recorded as resources and the other 
transactions in products are recorded as uses;

(b) in the production account, output is recorded 
as a resource and intermediate consumption 
is recorded as a use; gross value added is the 
balancing item of these two transactions in 
products;

(c) in the use of disposable income account, final 
consumption expenditure is recorded as a use;

(d) in the use of adjusted disposable income 
account, actual final consumption is recorded 
as a use;

(e) in the capital account, gross capital formation 
is recorded as a use (a change in non-financial 
assets);

(f) in the external account of goods and services, 
imports of goods and services are recorded as a 
resource, and exports of goods and services are 
registered as uses.

Many major balancing items in the accounts, like 
value added, gross domestic product, national 
income and disposable income, are defined in 
terms of transactions in products. The definition 
of transactions in products defines those balanc-
ing items.

3.04 In the supply table (see paragraph 1.136), output 
and imports are recorded as supplies. In the use 
table, intermediate consumption, gross capital for-
mation, final consumption expenditure and exports 
are registered as uses. In the symmetric input-out-
put table, output and imports are recorded as sup-
plies and the other transactions in products as uses.

3.05 Supplies of products are valued at basic prices (see 
paragraph 3.44). Uses of products are valued at 
purchasers’ prices (see paragraph 3.06). For some 
types of supplies and uses, e.g. for imports and 
exports of goods, more specific valuation princi-
ples are used.

3.06 Definition:

The purchaser’s price is the price the purchaser pays 
for the products. The purchaser’s price includes the 
following:

(a) taxes less subsidies on the products (but exclud-
ing deductible taxes like VAT on the products);

(b) transport charges paid separately by the pur-
chaser to take delivery at the required time and 
place;

(c) deductions for any discounts for bulk or 
off-peak-purchases from standard prices or 
charges.

The purchaser’s price excludes the following:
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(a) interest or services charges added under credit 
arrangements;

(b) extra charges incurred as a result of late pay-
ment, where late payment means failing to pay 
within the period stated at the time the pur-
chases were made.

If the time of use does not coincide with the time 
of purchase, adjustments are made to the value to 
take account of the changes in price due to the laps-
ing of time (in a manner symmetrical with changes 
in the prices of the inventories). Such modifica-
tions are important if the prices of the products 
involved change significantly within a year.

Production and output

3.07 Definition: production is an activity carried out 
under the control, responsibility and management 
of an institutional unit that uses inputs of labour, 
capital and goods and services to produce outputs 
of goods and services.

Production does not cover natural processes which 
have no human involvement or direction, such 
as the unmanaged growth of fish stocks in inter-
national waters, but production does include fish 
farming.

3.08 Production includes:

(a) the production of all individual or collective 
goods and services that are supplied to units 
other than their producers;

(b) the own-account production of all goods 
that are retained by their producers for their 
own final consumption or gross fixed capital 
formation.

 Examples of own-account production for gross 
fixed capital formation are the production of 
fixed assets such as construction, the develop-
ment of software and mineral exploration for 
own gross fixed capital formation. The concept 
of gross fixed capital formation is described in 
paragraphs 3.124-3.138.

 Own-account production of goods by house-
holds pertains in general to:

(1) own-account construction of dwellings;

(2) the production and storage of agricultural 
products;

(3) the processing of agricultural products, like the 
production of flour by milling, the preservation 
of fruit by drying and bottling, the production of 
dairy products like butter and cheese and the pro-
duction of beer, wine and spirits;

(4) the production of other primary products, like 
mining salt, cutting peat and carrying water;

(5) other kinds of processing, like weaving cloth, the 
production of pottery and making furniture;

(c) the own-account production of dwelling ser-
vices by owner-occupiers;

(d) domestic and personal services produced by 
employing paid domestic staff;

(e) volunteer activities that result in goods. 
Examples of such activities are the construc-
tion of a dwelling, church or other building. 
Volunteer activities that do not result in goods, 
e.g. care-taking and cleaning without payment, 
are excluded.

The activities listed above in points (a) to (e) are 
included as production irrespective of being illegal 
or not-registered at tax, social security, statistical 
and other public authorities.

Own-account production of goods by households 
is recorded when this type of production is signifi-
cant, i.e. when it is quantitatively important in rela-
tion to the total supply of that good in a country.

The only own-account production of goods by 
households included is the construction of dwell-
ings, and the production, storage and processing of 
agricultural products.

3.09 Production excludes the production of domestic 
and personal services that are produced and con-
sumed within the same household. Examples of 
domestic services produced by households them-
selves that are excluded are:

(a) cleaning, decoration and maintenance of the 
dwelling as far as these activities are also com-
mon for tenants;

(b) cleaning, servicing and repair of household 
durables;

(c) preparation and serving of meals;
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(d) care, training and instruction of children;

(e) care of sick, infirm or old people; and

(f) transportation of members of the household or 
their goods.

Domestic and personal services produced by 
employing paid domestic staff and the services 
of owner-occupied dwellings are included in 
production.

Principal, secondary and ancillary activities

3.10 Definition: the principal activity of a local KAU is 
the activity where the value added of such activ-
ity exceeds that of any other activity carried out 
within the same unit. The classification of the prin-
cipal activity is determined by reference to NACE 
rev. 2, first at the highest level of the classification 
and then at more detailed levels.

3.11 Definition: a secondary activity is an activity car-
ried out within a single local KAU in addition to 
the principal activity. The output of the secondary 
activity is a secondary product.

3.12 Definition: an ancillary activity is an activity whose 
output is intended for use within an enterprise.

An ancillary activity is a supporting activity under-
taken within an enterprise in order to enable the 
principal or secondary activities of local KAUs to 
be carried out. All inputs consumed by an ancillary 
activity — materials, labour, consumption of fixed 
capital, etc. — are treated as inputs into the princi-
pal or secondary activity which it supports.

Examples of ancillary activities are:

(a) purchasing;

(b) sales;

(c) marketing;

(d) accounting;

(e) data processing;

(f) transportation;

(g) storage;

(h) maintenance;

(i) cleaning; and

(j) security services.

Enterprises have a choice between engaging in 
ancillary activities and purchasing such services on 
the market from specialist service producers.

Own-account capital formation is not an ancillary 
activity.

3.13 Ancillary activities are not isolated to form distinct 
entities or separated from the principal or second-
ary activities or entities they serve. Accordingly, 
ancillary activities must be integrated with the local 
KAU they serve.

Ancillary activities may be carried out in separate 
locations, located in a region other than the local 
KAU they serve. The strict application of the rule 
referred to in the first subparagraph for the geo-
graphical allocation of the ancillary activities would 
result in the underestimation of the aggregates in 
the regions where ancillary activities are concen-
trated. In accordance, therefore, with the principle 
of residence, ancillary activities have to be allocated 
to the region where they are situated; they remain 
in the same industry as the local KAU they serve.

Output (P.1)

3.14 Definition: output is the total of products created 
during the accounting period.

Examples of output include the following:

(a) the goods and services which one local KAU 
provides to a different local KAU belonging to 
the same institutional unit;

(b) the goods produced by a local KAU that remain 
in inventories at the end of the period in which 
they are produced, whatever their subsequent 
use. Goods and services produced and con-
sumed within the same accounting period and 
within the same local KAU are not separately 
identified. They are not recorded as part of the 
output or intermediate consumption of that 
local KAU.

3.15 When an institutional unit contains more than 
one local KAU, the output of the institutional unit 
is the sum of the outputs of its component local 
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KAUs, including outputs delivered between the 
component local KAUs.

3.16 Three types of output are distinguished in the ESA 
2010:

(a) market output (P.11);

(b) output produced for own final use (P.12);

(c) non-market output (P.13).

This distinction is also applied to local KAUs and 
institutional units:

(a) market producers;

(b) producers for own final use;

(c) non-market producers.

The distinction between market, for own final use 
and non-market is fundamental in view of the 
following:

(a) it affects the valuation of output and related 
concepts, such as value added, gross domestic 
product and final consumption expenditure by 
the government and NPISH;

(b) it affects the classification of institutional units 
by sector, e.g. which units are included in the 
sector general government and which are not.

The distinction determines the valuation principles 
to be applied to output. Market output and out-
put produced for own final use are valued at basic 
prices. The total output of non-market producers 
is valued by summing the costs of production. The 
output of an institutional unit is valued as the sum 
of the outputs of its local KAUs and depends thus 
also on the distinction between market, for own 
final use and non-market.

The distinction is also used to classify institutional 
units by sector. Non-market producers are classi-
fied in the general government sector or the non-
profit institutions serving households sector.

The distinctions are defined in a top-down way, i.e. 
the distinction is first defined for institutional units, 
then for local KAUs and then for their output.

At the product level output is classified as mar-
ket output, output for own final use and non-mar-
ket output according to the characteristics of the 

institutional unit and the local KAU that produce 
that output.

3.17 Definition: market output consists of output that is 
disposed of on the market or intended to be dis-
posed of on the market.

3.18 Market output includes:

(a) products sold at economically significant 
prices;

(b) products bartered;

(c) products used for payments in kind (including 
compensation of employees in kind and mixed 
income in kind);

(d) products supplied by one local KAU to another 
within the same institutional unit to be used as 
intermediate inputs or for final uses;

(e) products added to the inventories of finished 
goods and work-in-progress intended for one 
or other of the above uses (including natural 
growth of animal and vegetable products and 
uncompleted structures for which the buyer is 
unknown).

3.19 Definition: economically significant prices are 
prices that have a substantial effect on the amounts 
of products that producers are willing to supply 
and on the amounts of products that purchasers 
wish to acquire. Such prices arise when both of the 
following conditions apply:

(a) the producer has an incentive to adjust sup-
ply either with the goal of making a profit in 
the long run or, at a minimum, covering capital 
and other costs; and

(b) consumers have the freedom to purchase or not 
purchase and make the choice on the basis of 
the prices charged.

Not economically significant prices are likely to be 
charged in order to raise some revenue or achieve 
some reduction in the excess demand that may 
occur when services are provided completely free.

The economically significant price of a product 
is defined in relation to the institutional unit and 
local KAU that has produced the output. For exam-
ple, all the output of unincorporated enterprises 
owned by households sold to other institutional 
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units is sold at economically significant prices; it is 
thus to be regarded as market output. For the out-
put of other institutional units, the ability to under-
take a market activity at economically significant 
prices will be checked notably through a quantita-
tive criterion (the 50 % criterion), using the ratio of 
sales to production costs. To be a market producer, 
the unit shall cover at least 50 % of its costs by its 
sales over a sustained multi-year period.

3.20 Definition: output produced for own final use con-
sists of goods or services that are retained either for 
own final consumption or for capital formation by 
the same institutional unit.

3.21 Products retained for own final consumption 
can only be produced by the households sector. 
Examples of products retained for own final con-
sumption include:

(a) agricultural products retained by farmers;

(b) dwelling services produced by owner-occupiers;

(c) household services produced by employing 
paid staff.

3.22 Products used for own capital formation can be 
produced by any sector. Examples of such prod-
ucts are:

(a) machine tools produced by engineering 
enterprises;

(b) dwellings, or extensions to dwellings, produced 
by households;

(c) own-account construction, including com-
munal construction undertaken by groups of 
households;

(d) own-account software;

(e) own-account research and development. 
Expenditure on research and development 
is only to be recorded as fixed capital forma-
tion when a sufficiently high level of reliability 
and comparability of the estimates across the 
Member States has been achieved.

3.23 Definition: non-market output is output that is 
provided to other units for free, or at prices that are 
not economically significant.

Non-market output (P.13) is subdivided into two 
items: ‘Payments for non-market output’ (P.131), 

which consists of various fees and charges, and 
‘Non-market output, other’ (P.132), which is out-
put provided for free.

Non-market output is produced for the following 
reasons.

(a) It may be technically impossible to make indi-
viduals pay for collective services because their 
consumption of such services cannot be moni-
tored and controlled. The production of collec-
tive services is organised by government units 
and financed out of funds other than receipts 
from sales, namely taxation or other govern-
ment incomes.

(b) Government units and NPISHs may also pro-
duce and supply goods or services to individ-
ual households for which they could charge but 
choose not to do so as a matter of social or eco-
nomic policy. Examples are the provision of 
education or health services, for free or at prices 
that are not economically significant.

3.24 Definition: market producers are local KAUs or 
institutional units the majority of output of which 
is market output.

If a local KAU or institutional unit is a market pro-
ducer, its main output is by definition market out-
put, as the concept of market output is defined after 
having applied the distinction market, for own final 
use and non-market output, to the local KAU and 
institutional unit that have produced that output.

3.25 Definition: producers for own final use are local 
KAUs or institutional units the major part of the 
output of which is for own final use within the 
same institutional unit.

3.26 Definition: non-market producers are local KAUs 
or institutional units the major part of the output 
of which is provided for free or at not economically 
significant prices.

Institutional units: distinction between 
market, for own final use and non-market

3.27 For institutional units as producers, the distinction 
between market, for own final use and non-mar-
ket is summarised in Table 3.1. The classification 
by sectors is also shown.
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Table 3.1 — The distinction between market producers, producers for own final use and non-market 
producers for institutional units

Type of institutional unit Classification

Private or 
public?

NPI or not? Market 
producer?

Type of producer Sector(s)

1. Private 
producers

1.1 Unincorporated 
enterprises owned by 
households (excluding 
quasi-corporate enterprises 
owned by households)

1.1 = Market or for 
own final use Households

1.2 Other private producers 
(including quasi-corporate 
enterprises owned by 
households)

1.2.1 Private NPIs 1.2.1.1 Yes 1.2.1.1 = Market Corporations

1.2.1.2 No 1.2.1.2 = Non-market NPISH

1.2.2 Other private 
producers not NPI 1.2.2 = Market Corporations

2. Public 
producers 2.1 Yes 2.1 = Market Corporations

2.2 No 2.2 = Non-market General government

3.28 Table 3.1 shows that, in order to determine 
whether an institutional unit should be classified 
as a market producer, a producer for own-final use 
or a non-market producer, several distinctions are 
made sequentially. The first distinction is between 
private and public producers. A public producer is 
a producer that is controlled by the general gov-
ernment, where control is as defined in paragraph 
2.38.

3.29 As Table 3.1 shows, private producers are found in 
all sectors except general government. In contrast, 
public producers are only found in the non-finan-
cial corporations sector, the financial corporations 
sector, and the general government sector.

3.30 A specific category of private producers is that of 
unincorporated enterprises owned by households. 
These are market producers or producers for own 
final use. The latter occurs in case of the production 
of services of owner-occupied dwellings and the 
own-account production of goods. All unincorpo-
rated enterprises owned by households are classi-
fied to the households sector apart from quasi-cor-
porate enterprises owned by households. These 
are market producers and classified in the non-
financial corporations and financial corporations 
sectors.

3.31 For other private producers, a distinction is made 
between private non-profit institutions and other 
private producers.

Definition: a private non-profit institution (NPI) is 
defined as a legal or social entity acting for the pur-
pose of producing goods and services whose sta-
tus does not permit them to be a source of income, 
profit or other financial gains for the units that 
establish, control or finance them. Where their 
productive activities generate surpluses, such sur-
pluses cannot be appropriated by other institu-
tional units.

A private NPI is classified to the non-financial cor-
porations and financial corporations sectors, if it is 
a market producer.

A private NPI is classified to the NPISH sector if it 
is a non-market producer, except when it is under 
the control of government. When a private NPI is 
controlled by government, then it is classified in 
the general government sector.

All other private producers that are not NPIs are 
market producers. They are classified in the non-
financial corporations and financial corporations 
sectors.

3.32 In distinguishing between market and non-mar-
ket output and between market and non-market 
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producers, several criteria are to be used. The mar-
ket-non-market criteria in question (see paragraph 
3.19 on the definition of economically significant 
prices) seek to assess the existence of market cir-
cumstances and sufficient market behaviour by 
the producer. According to the quantitative mar-
ket-non-market criterion, products sold at eco-
nomically significant prices should cover at least a 
majority of the production costs by sales.

3.33 In applying this quantitative market-non-market 
criterion, sales and production costs are defined as 
follows.

(a) Sales shall mean the sales excluding taxes on 
products but including all payments made by 
general government or the institutions of the 
Union and granted to any kind of producer in 
this type of activity, i.e. all payments linked to 
the volume or value of output are included, but 
payments to cover an overall deficit or settle 
debts are excluded.

 This definition of sales corresponds to that of 
output at basic prices except that:

(1) output at basic prices is only defined after it has 
been decided on whether the output is market or 
non-market: sales are only used in valuing market 
output; non-market output is valued at costs;

(2) the payments made by general government to 
cover an overall deficit of public corporations and 
quasi-corporations constitute part of other sub-
sidies on products as defined in point (c) of par-
agraph 4.35. As a consequence, market output at 
basic prices includes the payments made by gen-
eral government to cover an overall deficit.

(b) Sales exclude other sources of revenue like 
holding gains (though they could be a normal 
and expected part of business revenue), invest-
ment grants, other capital transfers (e.g. debt 
redemption) and the purchase of equity.

(c) For the purpose of this criterion, production 
costs are equal to the sum of intermediate con-
sumption, compensation of employees, con-
sumption of fixed capital, other taxes on pro-
duction plus costs of capital. Other subsidies on 
production are not deducted. To ensure con-
sistency of the concepts ‘sales’ and ‘production 
costs’ when applying the quantitative market-
non-market criterion, ‘production costs’ shall 
exclude all costs incurred for own-account 

capital formation. For the sake of simplicity, 
the costs of capital may in general be approx-
imated by the net actual interest payments. 
However, for producers of financial services, 
the interest charge is taken, i.e. a correction is 
made for financial intermediation services indi-
rectly measured (FISIM).

The quantitative market-non-market criterion is 
applied by looking over a range of years. Minor 
fluctuations in the size of sales from one year to 
another do not require a reclassification of insti-
tutional units (and their local KAUs and output).

3.34 Sales may consist of various elements. For exam-
ple, in the case of health care services provided by a 
hospital, sales may correspond to:

(a) purchases by employers to be recorded as 
income in kind paid to their employees and final 
consumption expenditure by these employees;

(b) purchases by private insurance companies;

(c) purchases by social security funds and general 
government to be classified as social benefits in 
kind;

(d) purchases by households without reimburse-
ment (final consumption expenditure).

Only other subsidies on production and gifts (e.g. 
from charities) received are not treated as sales.

Similarly, as an illustrative example, the sale of 
transport services by an enterprise may corre-
spond to intermediate consumption by producers, 
income in kind provided by employers, social ben-
efits in kind provided by the government and pur-
chases by households without reimbursement.

3.35 Private non-profit institutions serving businesses 
are a special case. They are usually financed by con-
tributions or subscriptions from the group of busi-
nesses concerned. The subscriptions are treated not 
as transfers but as payments for services rendered, 
i.e. as sales. These NPIs are therefore market pro-
ducers and are classified in the non-financial cor-
porations or the financial corporations sector.

3.36 In applying the criterion of comparing sales and 
production costs of private or public NPIs, includ-
ing in sales, all the payments linked to volume of 
output may be misleading in some specific cases. 
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This can be the case, for example, in relation to the 
financing of private and public schools. Payments 
by general government can be linked to the num-
ber of pupils but be the subject of negotiation with 
general government. In such a case, those pay-
ments are not recorded as sales, although they may 
have an explicit link with a measure of the vol-
ume of output, such as the number of pupils. This 
implies that a school mainly financed by such pay-
ments is a non-market producer.

3.37 Public producers can be market producers or non-
market producers. Market producers are classified 
in the non-financial and financial corporations sec-
tors. If the institutional unit is a non-market pro-
ducer, it is classified in the general government 
sector.

3.38 Local KAUs as market producers and as produc-
ers for own final use cannot supply non-market 
output. Their output can thus only be recorded as 
market output or output for own final use and val-
ued correspondingly (see paragraphs 3.42 to 3.53).

3.39 Local KAUs as non-market producers can supply 
as secondary output market outputs and output for 
own final use. The output for own final use consists 
of own-account capital formation. The occurrence 
of market output should in principle be deter-
mined by applying the qualitative and quantitative 
market-non-market criteria to individual prod-
ucts. Such secondary market output by non-mar-
ket producers might be the case for instance when 
government hospitals charge economically signifi-
cant prices for some of their services.

3.40 Other examples are sales of reproductions by gov-
ernment museums and sales of weather forecasts 
by meteorological institutes.

3.41 Non-market producers may also have revenues 
from the sale of their non-market output at not 
economically significant prices, e.g. the museum’s 
revenues from tickets for entrance. These revenues 
pertain to non-market output. However, if both 
types of revenues (revenues from tickets and those 
from the sale of posters and cards) are difficult to 
distinguish, they can all be treated as either reve-
nues for market output or revenues from non-mar-
ket output. The choice between these two alterna-
tive registrations should depend on the assumed 
relative importance of both types of revenues 

(from tickets versus those from the sale of posters 
and cards).

Time of recording and valuation of output

3.42 Output is to be recorded and valued when it is gen-
erated by the production process.

3.43 All output is to be valued at basic prices, but spe-
cific conventions hold for:

(a) the valuation of non-market output;

(b) the valuation of total output of a non-market 
producer (local KAU);

(c) the valuation of the total output of an institu-
tional unit of which a local KAU is a non-mar-
ket producer.

3.44 Definition: the basic price is the price receivable by 
the producers from the purchaser for a unit of a 
good or service produced as output minus any tax 
(i.e. taxes on products) payable on that unit as a 
consequence of its production or sale, plus any sub-
sidy (i.e. subsidies on products) receivable on that 
unit as a consequence of its production or sale. It 
excludes any transport charges invoiced separately 
by the producer. It also excludes holding gains and 
losses on financial and non-financial assets.

3.45 Output for own final use (P.12) is valued at the 
basic prices of similar products sold on the mar-
ket. This generates net operating surplus or mixed 
income for such output. An example is services of 
owner-occupied dwellings generating net operat-
ing surplus. If basic prices of similar products are 
not available, output for own final use should be 
valued at the costs of production plus a mark-up 
(except for non-market producers) for net operat-
ing surplus or mixed income.

3.46 Additions to work-in-progress are valued at the 
current basic price of the finished product.

3.47 In order to estimate in advance the value of output 
treated as work-in-progress, the value is based on 
the actual costs incurred, plus a mark-up (except 
for non-market producers) for the estimated oper-
ating surplus or mixed income. The provisional 
estimates are subsequently replaced by those 
obtained by distributing the actual value (once 
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known) of the finished products, over the period of 
work-in-progress.

The value of the output of finished products is the 
sum of the values of:

(a) finished products sold or bartered;

(b) entries of finished products into inventories, 
less withdrawals;

(c) finished products for own final use.

3.48 For buildings and structures acquired in an incom-
plete state, a value is estimated based on costs to 
date, including a mark-up for operating surplus 
or mixed income. This mark-up results when the 
value can be estimated on the basis of the prices 
of similar buildings and structures. The amounts 
of stage payments may be used to approximate 
the values of gross fixed capital formation under-
taken by the purchaser at each stage, assuming no 
advance payments or arrears.

Where the own-account construction of a struc-
ture is not completed within a single accounting 
period, the value of the output is estimated by the 
following method. The ratio of the costs incurred 
in the current period to the total costs over the 
whole time of construction is calculated. This ratio 
is applied to the estimate of total output at the cur-
rent basic price. If it is not possible to estimate 
the value of the finished structure at current basic 
price, it is valued by its total costs of production 
plus a mark-up (except for non-market producers) 
for net operating surplus or mixed income. If some 
or all of the labour is provided free, as may hap-
pen with communal construction by households, 
an estimate of what the cost of paid labour would 
have been is included in the estimated total pro-
duction costs using wage rates for similar labour 
inputs.

3.49 The total output of a non-market producer (a local 
KAU) is valued at the total costs of production, i.e. 
the sum of:

(a) intermediate consumption (P.2);

(b) compensation of employees (D.1);

(c) consumption of fixed capital (P.51c);

(d) other taxes on production (D.29) less other 
subsidies on production (D.39).

Interest payments (excluding FISIM) are not 
included as costs of non-market production. 
The costs of non-market production also do not 
include an imputation for a net return on capital, 
nor an imputation for the rental value of the non-
residential buildings owned and used in non-mar-
ket production.

3.50 The total output of an institutional unit is the sum 
of the total output of its constituent local KAUs. 
This applies also to institutional units that are non-
market producers.

3.51 In the absence of secondary market output by non-
market producers, non-market output is valued 
at the costs of production. In the case of second-
ary market output by non-market producers, non-
market output is valued as a residual item, i.e. as 
the total costs of production minus their revenues 
from market output.

3.52 Market output by non-market producers is val-
ued at basic prices. Total output of a non-market 
local KAU covering market, non-market and own 
final use output is valued by the sum of production 
costs. The value of its market output is given by its 
receipts from sales of market products, the value 
of its non-market output being obtained residually 
as the difference between the value of its total out-
put and the sum of its market output and output 
for own final use. The value of its receipts from the 
sale of non-market goods or services at prices that 
are not economically significant does not figure in 
these calculations — they are part of the value of its 
non-market output.

3.53 A list of exceptions and clarifications to the times 
of recording and the valuation of output follows, in 
the order of CPA sections.

Products of agriculture, forestry and fishing (Section 
A)

3.54 The output of agricultural products is recorded 
as being produced continuously over the entire 
period of production (and not only when the crops 
are harvested or animals slaughtered).

Growing crops, standing timber and stocks of fish 
or animals reared for purposes of food are treated 
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as inventories of work-in-progress during the pro-
cess, and transformed into inventories of finished 
products when the process is completed.

Output excludes any changes in uncultivated bio-
logical resources, e.g. growth of animals, birds, fish 
living in the wild or uncultivated growth of forests.

Manufactured products (Section C); construction 
work (Section F)

3.55 In the case of the construction of a building or 
other structure extending over several account-
ing periods, the output produced each period is 
treated as being sold to the purchaser at the end 
of the period, i.e. recorded as fixed capital forma-
tion by the purchaser rather than work-in-progress 
in the construction industry. The output is treated 
as being sold to the purchaser in stages. When the 
contract calls for stage payments, the value of the 
output may be approximated by the value of stage 
payments made each period. Where there is no 
certainty as to the ultimate purchaser, the incom-
plete output produced each period is recorded as 
work-in-progress.

Wholesale and retail trade services; repair services of 
motor vehicles and motorcycles (Section G)

3.56 The output of wholesale and retail services is meas-
ured by the trade margins realised on the goods 
they purchase for resale.

Definition: a trade margin is the difference between 
the actual or imputed sale price realised on a good 
purchased for resale, and the price that would have 
to be paid by the distributor to replace the good at 
the time it is sold or otherwise disposed of.

Trade margins realised on some goods can be neg-
ative if their sale prices are marked down. Trade 
margins are negative on goods that are not sold, 
but instead go to waste or are stolen. Trade mar-
gins on goods given to employees as compensa-
tion in kind, or withdrawn for final consumption 
by owners, are equal to zero.

Holding gains and losses are not included in the 
trade margin.

The output of a wholesaler or retailer is given by 
the following identity:

the value of output =

the value of sales

plus the value of goods purchased for resale and 
used for intermediate consumption, compensation 
of employees in kind or mixed income in kind,

minus the value of goods purchased for resale,

plus the value of additions to inventories of goods 
for resale,

minus the value of goods withdrawn from invento-
ries of goods for resale,

minus the value of recurrent losses due to normal 
rates of wastage, theft or accidental damage.

Transportation and storage (Section H)

3.57 The output of transport services is measured by 
the value of the amounts receivable for transport-
ing goods or persons. Transportation for own use 
within the local KAU is considered ancillary activ-
ity and is not separately identified and recorded.

3.58 The output of storage services is measured as the 
value of an addition to work-in-progress. Increases 
in the price of goods while in inventories should 
not be regarded as work-in-progress and produc-
tion, but be treated as holding gains. If the increase 
in value reflects a rise in price with no change in 
quality, then there is no further production during 
the period in addition to the costs of storage or the 
explicit purchase for a storage service. However, 
in three cases the increase in value is regarded as 
production:

(a) the quality of the good may improve with the 
passage of time, e.g. in case of wine; only in 
cases where maturing is part of the regular pro-
duction process, the increase of the quality of 
the good is regarded as production;

(b) seasonal factors affecting the supply or demand 
for a specific good that lead to regular, pre-
dictable variations in price over the year, even 
though its physical qualities may not have 
changed;

(c) the production process is sufficiently long that 
discounting factors are applied to work carried 
out significantly long before delivery.
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3.59 Most changes in prices of goods while in invento-

ries are not additions to work-in-progress. In order 
to estimate the increase in the value of goods stored 
over and above the storage costs, use may be made 
of the expected increase in value over and above 
the general rate of inflation over a predetermined 
period. Any gain that occurs outside the predeter-
mined period continues to be recorded as a hold-
ing gain or loss.

Storage services do not include any change in price 
due to holding financial assets, valuables or other 
non-financial assets like land and buildings.

3.60 The output of travel agency services is measured 
as the value of service charges of agencies (fees or 
commission charges) and not by the full expen-
ditures made by travellers to the travel agency, 
including charges for transport by third parties.

3.61 The output of tour operator services is measured by 
the full expenditure made by travellers to the tour 
operator.

3.62 Travel agency services and tour operator services 
are distinguished by the fact that travel agency ser-
vices amount only to intermediation on behalf 
of the traveller, while tour operator services cre-
ate a new product called a tour, which has vari-
ous components of travel, accommodation and 
entertainment.

Accommodation and food services (Section I)

3.63 The value of the output of the services of hotels, 
restaurants and cafes includes the value of the food, 
beverages, etc. consumed.

Financial and insurance services (Section K): output 
of the central bank

The central bank delivers the following services:

(a) monetary policy services;

(b) financial intermediation services;

(c) supervisory services overseeing financial 
corporations.

The output of the central bank is measured as the 
sum of its costs.

Financial and insurance services (Section K): 
financial services in general

Financial services consist of the following services:

(a) financial intermediation (including insurance 
and pension services);

(b) services of financial auxiliaries; and

(c) other financial services.

3.64 Financial intermediation is financial risk manage-
ment and liquidity transformation. Corporations 
engaged in these activities obtain funds for exam-
ple by taking deposits, and issuing bills, bonds and 
other securities. The corporations use these funds 
as well as own funds to acquire financial assets by 
making loans to others and by purchasing bills, 
bonds or other securities. Financial intermediation 
includes insurance and pension services.

3.65 Auxiliary financial activities facilitate risk manage-
ment and liquidity transformation. Financial aux-
iliaries act on behalf of other units and do not put 
themselves at risk by incurring financial liabilities 
or by acquiring financial assets as part of an inter-
mediation service.

3.66 Other financial services include monitoring ser-
vices such as monitoring the stock and bond mar-
ket, security services such as safeguarding expen-
sive jewellery and important documents, and trad-
ing services such as foreign exchange dealing and 
dealing in securities.

3.67 Financial services are produced almost exclu-
sively by financial institutions because of the strin-
gent supervision of those services. For example, if 
a retailer wishes to offer credit facilities to its cus-
tomers, the credit facilities are usually offered by a 
financial corporation subsidiary of the retailer or 
by another specialised financial institution.

3.68 Financial services may be paid for directly or indi-
rectly. Some transactions in financial assets may 
involve both direct charges and indirect charges. 
Financial services are provided and charged for in 
four main ways:

(a) financial services provided for direct payment;

(b) financial services paid for through loading 
interest charges;
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(c) financial services in acquiring and disposing 
of financial assets and liabilities in financial 
markets;

(d) financial services provided in insurance and 
pension schemes, where the activity is financed 
by loading insurance contributions and from 
the income return on savings.

Financial services provided for direct payment

3.69 These financial services are provided for explicit 
charges, covering a wide range of services that may 
be provided by different types of financial institu-
tions. The following examples illustrate the nature 
of the services charged for directly:

(a) banks charge households to arrange a mort-
gage, manage an investment portfolio, and 
administer an estate;

(b) specialised institutions charge non-financial 
corporations for organising a takeover or for 
administering a restructuring of a group of 
corporations;

(c) credit card companies charge units that accept 
credit cards usually a percentage of each sale;

(d) a card holder is charged an explicit fee, usually 
each year, for holding the card.

Financial services paid for through loading interest 
charges

3.70 For example, in financial intermediation, a finan-
cial institution like a bank accepts deposits from 
units wishing to receive interest on funds for which 
the unit has no immediate use and lends them to 
other units whose funds are insufficient to meet 
their needs. The bank thus provides a mechanism 
to allow the first unit to lend to the second. Each of 
the two parties pays a fee to the bank for the service 
provided: the unit lending funds pays by accept-
ing a rate of interest lower than the ‘reference’ rate 
of interest, while the unit borrowing funds pays by 
accepting a rate of interest higher than the ‘refer-
ence’ rate of interest. The difference between the 
interest rate paid to banks by borrowers and the 
interest rate actually paid to depositors is a charge 
for FISIM.

3.71 It is seldom the case that the amount of funds 
lent by a financial institution exactly matches the 
amount deposited with them. Some money may 
have been deposited but not yet loaned. Some loans 
may be financed by the bank’s own funds and not 
from borrowed funds. Irrespective of the source 
of finance, a service is provided for the loans and 
deposits offered. FISIM are imputed for all loans 
and deposits. These indirect charges apply only to 
loans and deposits provided by, or deposited with, 
financial institutions.

3.72 The reference rate lies between bank interest rates 
on deposits and loans. It does not correspond to an 
arithmetic average of the rates on loans or depos-
its. The rate prevailing for inter-bank borrowing 
and lending is a suitable choice. However, differ-
ent reference rates are needed for each currency in 
which loans and deposits are denominated, espe-
cially when a non-resident financial institution is 
involved.

FISIM are described in detail in Chapter 14.

Financial services consisting of acquiring and 
disposing of financial assets and liabilities in 
financial markets

3.73 When a financial institution offers a security (e.g. 
bill or bond) for sale, a service charge is levied. The 
purchase price (the ask price) is equal to the esti-
mated market value of the security plus a mar-
gin. Another charge is levied when a security is 
sold, the price offered to the seller (the bid price) 
being equal to the market value minus a margin. 
Margins between buying and selling prices apply 
also to equities, investment fund shares and foreign 
currencies. These margins are for the provision of 
financial services.

Financial services provided in insurance and 
pension schemes, where activity is financed by 
loading insurance contributions and from the 
income return on savings

3.74 The following financial services fall under this 
heading. Each of them results in a redistribution of 
funds.

(a) Non-life insurance. Under a non-life insurance 
policy, the insurance company accepts a pre-
mium from a client and holds it until a claim 
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is made or the period of the insurance expires. 
The insurance company invests the premium 
and the resulting property income is an extra 
source of funds. The property income rep-
resents income foregone by the client and is 
treated as an implicit supplement to the actual 
premium. The insurance company sets the level 
of the actual premiums to be such that the sum 
of the premiums plus the property income 
earned on them less the expected claims will 
leave a margin that the insurance company will 
retain as the output of the insurance company.

 Non-life insurance output is calculated as:

 total premiums earned

 plus implicit premium supplements (equal 
to the property income earned on technical 
reserves)

 less adjusted claims incurred.

 The insurance corporation has at its disposal 
reserves consisting of unearned premiums 
(actual premiums relating to the next account-
ing period) and claims outstanding. Claims 
outstanding cover claims that have not yet been 
reported, have been reported but are not yet 
settled or have been reported and settled but 
are not yet paid. These reserves are called tech-
nical reserves and are used to generate invest-
ment income. Holding gains and losses are not 
income from investment of the insurance tech-
nical reserves. Insurance technical reserves may 
be invested in secondary activities of the insur-
ance company, e.g. the letting of dwellings or 
offices. The net operating surplus on these sec-
ondary activities is income from the investment 
of insurance technical reserves.

 The appropriate level of claims used in calculat-
ing output is called ‘adjusted claims’ and these 
can be determined in two ways. The expectation 
method estimates the level of adjusted claims 
from a model based on the past pattern of 
claims payable by the corporation. The second 
method uses accounting information: adjusted 
claims are derived ex post as actual claims 
incurred plus the change in equalisation provi-
sions, i.e. the funds set aside to meet unexpect-
edly large claims. Where the equalisation pro-
visions are insufficient to bring adjusted claims 

back to a normal level, contributions from own 
funds are added to the measure of adjusted 
claims. A major feature of both methods is that 
unexpectedly large claims do not lead to vola-
tile and negative estimates of output.

 Changes in technical reserves and equalisation 
provisions in response to changes in financial 
regulation are recorded as other changes in the 
volume of assets; they are irrelevant for calcu-
lating output. If, due to lack of information, 
both methods for estimating adjusted claims 
are not possible, it may be necessary to estimate 
output instead by the sum of costs including an 
allowance for normal profits.

 In case of with-profits insurance, the change 
in the reserves for with-profits insurance is 
deducted to obtain output.

(b) A life insurance policy is a type of saving 
scheme. For a number of years, the policy-
holder pays premiums to the insurance cor-
poration against a promise of benefits at some 
future date. These benefits may be expressed 
in terms of a formula related to the premiums 
paid or may be dependent on the level of suc-
cess the insurance corporation has in invest-
ing the funds. The method of calculating out-
put for life insurance follows the same general 
principles as for non-life insurance. However, 
because of the time intervals between the time 
when premiums are received and when bene-
fits are paid, special allowances must be made 
for changes in the technical reserves. The out-
put of life insurance is derived as:

 premiums earned

 plus premium supplements, less benefits due

 less increases (plus decreases) in life insurance 
technical reserves.

 Premiums are defined in exactly the same way 
for life insurance as for non-life insurance. 
Premium supplements are more significant 
for life insurance than for non-life insurance. 
Benefits are recorded as they are awarded or 
paid. There is no need under life insurance to 
derive an adjusted estimate of benefits since 
there is not the same unexpected volatility in 
the payment under a life policy. Life insurance 
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technical reserves increase each year because 
of new premiums paid and new investment 
income allocated to the policyholders (but not 
withdrawn by them) and decrease because of 
benefits paid. It is thus possible to express the 
level of output of life insurance as the difference 
between the total investment income earned on 
the life insurance technical reserves less the part 
of this investment income actually allocated to 
the policy holders and added to the insurance 
technical reserves.

 When this method is not feasible for data rea-
sons or does not yield meaningful results, out-
put of life insurance shall also be calculated as 
the sum of production costs plus an allowance 
for ‘normal profit’.

(c) The output of reinsurance is to be determined 
in exactly the same way as for non-life insur-
ance, whether it is life or non-life policies that 
are being reinsured.

(d) The output of running a social insurance 
scheme depends on the way in which it is 
organised. The following are examples of how 
such schemes are organised.

(1) Social security schemes are social insurance 
schemes that cover the community at large, and 
are imposed and controlled by government. Their 
purpose is to provide benefits for citizens to meet 
the demands of old age, invalidity or death, sick-
ness, work injury, unemployment, family and 
health care, etc. If separate units are distinguished, 
their output is determined in the same way as all 
non-market output as the sum of costs. If separate 
units are not distinguished, the output of social 
security is included with the output of the level of 
government at which it operates.

(2) When an employer operates his own social insur-
ance scheme, the value of the output is determined 
as the sum of costs including an estimate for a 
return to any fixed capital used in the operation of 
the scheme. The value of output is measured in the 
same way where the employer establishes a sepa-
rate pension fund to manage the scheme.

(3) Where an employer uses an insurance corpora-
tion to manage the scheme on his behalf, the value 
of the output is the fee charged by the insurance 
corporation.

(4) For a multi-employer scheme, the value of out-
put is measured as for life insurance policies: it is 

investment income received by the schemes less 
the amount added to reserves.

(e) Measuring the output of standardised loan 
guarantee schemes depends on the type of pro-
ducer involved. If a standardised loan guaran-
tee scheme operates as a market producer, the 
value of output is calculated in the same way 
as non-life insurance. If the scheme operates as 
a non-market producer, the value of output is 
calculated as the sum of costs.

Real estate services (Section L)

3.75 The output of services of owner-occupied dwell-
ings is valued at the estimated value of rental that 
a tenant would pay for the same accommodation, 
taking into account factors such as location, neigh-
bourhood amenities, etc., as well as the size and 
quality of the dwelling itself. For garages located 
separately from dwellings, which are used by the 
owner for final consumption purposes in connec-
tion with using the dwelling, a similar imputation 
is to be made. The rental value of owner-occupied 
dwellings abroad, e.g. holiday homes, should not 
be recorded as part of domestic production, but 
as imports of services and the corresponding net 
operating surplus as primary income received from 
the rest of the world. For owner-occupied dwell-
ings owned by non-residents, analogous entries are 
made. In case of time-sharing apartments, a pro-
portion of the service charge is recorded.

3.76 To estimate the value of owner-occupied dwell-
ing services, the stratification method is used. The 
stock of dwellings is stratified by location, nature 
of dwelling and other factors that affect the rental. 
Information about actual rentals from rented 
dwellings is used to obtain an estimate of the rental 
value of the total stock of dwellings. The average 
actual rental per stratum is applied to all dwellings 
in that particular stratum. If the information on 
rentals is derived from sample surveys, the gross-
ing-up to total stock rentals relates to both a part 
of the rented and all owner-occupied dwellings. 
The detailed procedure to determine a rental per 
stratum is carried out for a base year and is then 
extrapolated to the later periods.

3.77 The rental to be applied to owner-occupied dwell-
ings in the stratification method is defined as the 
private market rental due for the right to use an 
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unfurnished dwelling. The rentals for unfurnished 
dwellings from all private market contracts are used 
to determine imputed rentals. Private market rent-
als that are at a low level due to government regu-
lation are included. If the information source is the 
tenant, the observed rental is corrected by adding 
any specific rental allowance, which is paid directly 
to the landlord. If the sample size for the observed 
rentals as defined above is not large enough, 
observed rentals for furnished dwellings may be 
used for imputation purposes, provided they are 
adjusted for the furniture element. Exceptionally, 
also increased rentals for public-owned dwellings 
may be used. Low rentals for dwellings let to rela-
tives or to employees should not be used.

3.78 The stratification method is used for grossing up to 
all rented dwellings. The average rental for impu-
tation as described above may not be suitable for 
some segments of the rental market. For exam-
ple, scaled-down rentals for furnished dwellings or 
increased public rentals are not appropriate for the 
respective actually rented dwellings. In this case, 
separate strata for actually rented furnished or 
social dwellings combined with appropriate aver-
age rentals are required.

3.79 In the absence of a sufficiently large rental mar-
ket, where accommodation is characteristic of 
owner-occupied dwellings, the user-cost method is 
applied for owner-occupied dwellings.

Under the user-cost method, the output of dwell-
ing services is the sum of intermediate consump-
tion, consumption of fixed capital, other taxes less 
subsidies on production and net operating surplus 
(NOS).

The NOS is measured by applying a constant real 
annual rate of return to the net value of the stock 
of owner-occupied dwellings at current prices 
(replacement costs).

3.80 The output of real estate services of non-residen-
tial buildings is measured by the value of the rent-
als due.

Professional, scientific and technical services (Section 
M); Administrative and support services (Section N)

3.81 The output of operating leasing services, such as 
renting out machinery or equipments, is measured 

by the value of the rental paid. Operating leasing is 
different from financial leasing: financial leasing is 
financing the acquisition of fixed assets, by mak-
ing a loan from the lessor to the lessee. Financial 
leasing payments consist of repayments of princi-
pal and interest payments, with a small charge for 
direct services provided (see Chapter 15: Contracts, 
leases and licences).

3.82 Research and development (R&D) is creative work 
undertaken on a systematic basis to increase the 
stock of knowledge, and use of this stock of knowl-
edge for the purpose of discovering or develop-
ing new products, including improved versions or 
qualities of -existing products, or discovering or 
developing new or more efficient processes of pro-
duction. R&D of a significant size relative to the 
principal activity is recorded as a secondary activ-
ity of the local KAU. A separate local KAU is dis-
tinguished for R&D where possible.

3.83 The output of R&D services is measured as follows:

(a) R&D by specialised commercial research labo-
ratories or institutes is valued at the revenues 
from sales, contracts, commissions, fees, etc. in 
the usual way;

(b) the output of R&D for use within the same 
enterprise is valued on the basis of the esti-
mated basic prices that would be paid if the 
research were subcontracted. In the absence 
of a market for subcontracting R&D of a sim-
ilar nature, it is valued as the sum of produc-
tion costs plus a mark-up (except for non-mar-
ket producers) for NOS or mixed income;

(c) R&D by government units, universities and 
non-profit research institutes is valued as the 
sum of the costs of production. Revenues from 
the sale of R&D by non-market producers of 
R&D are to be recorded as revenues from sec-
ondary market output.

Expenditure on R&D is distinguished from that on 
education and training. Expenditure on R&D does 
not include the costs of developing software as a 
principal or secondary activity.
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Public administration and defence services, 
compulsory social security services (Section O)

3.84 Public administration, defence services and com-
pulsory social security services are provided as 
non-market services and valued accordingly.

Education services (Section P); human health and 
social work services (Section Q)

3.85 For education services and health services, a pre-
cise distinction is drawn between market and non-
market producers and between their market and 
non-market output. For example, for some types of 
education and medical treatment, nominal fees can 
be levied by government institutions (or by other 
institutions due to specific subsidies), but for other 
education and special medical treatments they may 
charge commercial tariffs. Another example is that 
the same type of service (e.g. higher education) is 
provided by, on the one hand, the government and, 
on the other hand, commercial institutes.

Education and health services exclude R&D activ-
ities; health services exclude education in health 
care, e.g. by academic hospitals.

Arts, entertainment and recreation services (Section 
R); other services (Section S)

3.86 The production of books, recordings, films, soft-
ware, tapes, disks, etc. is a two-stage process and is 
measured accordingly:

(1) the output from the production of originals — 
an intellectual property product — is measured 
by the price paid if sold, or, if not sold, by the 
basic price paid for similar originals, its pro-
duction costs (including a mark-up for NOS) 
or the discounted value of the future receipts 
expected from using it in production;

(2) the owner of this asset may use it directly or to 
produce copies in subsequent periods. If the 
owner has licensed other producers to make use 
of the original in production, the fees, commis-
sions, royalties, etc. received from the licenses 
are the output of services. However, the sale of 
the original is negative fixed capital formation.

Private households as employers (Section T)

3.87 The output of household services produced by 
employing paid staff is valued by the compensation 
of employees paid; this includes any compensation 
in kind such as food or accommodation.

Intermediate consumption (P.2)

3.88 Definition: intermediate consumption consists of 
goods and services consumed as inputs by a pro-
cess of production, excluding fixed assets whose 
consumption is recorded as consumption of fixed 
capital. The goods and services are either trans-
formed or used up by the production process.

3.89 Intermediate consumption includes the following 
cases:

(a) goods and services used as inputs into ancillary 
activities. Common examples are purchasing, 
sales, marketing, accounting, data processing, 
transportation, storage, maintenance, security, 
etc. These goods and services are not distin-
guished from those consumed by the principal 
(or secondary) activities of a local KAU;

(b) goods and services which are received from 
another local KAU of the same institutional 
unit;

(c) rental of fixed assets, e.g. the operational leas-
ing of machines, cars, software and entertain-
ment originals;

(d) fees for short-term contracts, leases and licences 
recorded as non-produced assets; this excludes 
the outright purchase of such non-produced 
assets;

(e) the subscriptions, contributions or dues paid to 
non-profit business associations (see paragraph 
3.35);

(f) items not treated as gross capital formation, 
such as:

(1) inexpensive tools used for common operations, 
such as saws, spades, knives, axes, hammers, 
screwdrivers, spanners, wrenches and other hand 
tools; small devices such as pocket calculators. All 
expenditure on such durables is recorded as inter-
mediate consumption;
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(2) the regular maintenance and repair of fixed assets 

used in production;

(3) services of staff training, market research and sim-
ilar activities, purchased from an outside agency or 
provided by a separate local KAU of the same insti-
tutional unit;

(4) expenditure on R&D will be treated as fixed capi-
tal formation when a sufficiently high level of reli-
ability and comparability of the estimates by the 
Member States has been achieved;

(g) expenditure by employees, reimbursed by the 
employer, on items necessary for the employ-
ers’ production, like contractual obligations to 
purchase on own-account tools or safety-wear;

(h) expenditure by employers which is to their 
own benefit as well as to that of their employ-
ees, because it is necessary for production. 
Examples are:

(1) reimbursement of employees for travelling, sep-
aration, removal and entertainment expenses 
incurred in the course of their duties;

(2) providing amenities at the place of work.

 A list of relevant expenditure is presented in 
the paragraphs on compensation of employees 
(D.1) (see paragraph 4.07);

(i) non-life insurance service charges paid by local 
KAUs (see Chapter  16: Insurance). To record 
only the service charge as intermediate con-
sumption, the premiums paid are discounted 
for, e.g. claims paid out and the net change in 
actuarial reserves. The net change in actuarial 
reserves shall be allocated to the local KAUs as 
a proportion of the premiums paid;

(j) FISIM purchased by resident producers;

(k) the non-market output of the central bank 
output should be entirely allocated to the 
intermediate consumption of other financial 
intermediaries.

3.90 Intermediate consumption excludes:

(a) items treated as gross capital formation, exam-
ples being:

(1) valuables;

(2) mineral exploration;

(3) major improvements beyond those required 
to keep the fixed assets in good working order. 

Examples are renovation, reconstruction or 
enlargement;

(4) software purchased outright or produced on 
own-account;

(5) military weapons and the equipment to deliver 
them;

(b) expenditure treated as the purchase of non-
produced assets. Examples are long-term con-
tracts, leases and licences (see Chapter 15);

(c) expenditure by employers treated as wages and 
salaries in kind;

(d) use by market or own-account producer units 
of collective services provided by govern-
ment units (treated as collective consumption 
expenditure by government);

(e) goods and services produced and consumed 
within the same accounting period and within 
the same local KAU (they are also not recorded 
as output);

(f) payments for government licenses and fees that 
are treated as other taxes on production;

(g) payments for licences for using natural 
resources (e.g. land) that are treated as rents, 
i.e. as a payment of property income.

Time of recording and valuation of 
intermediate consumption

3.91 Products used for intermediate consumption are 
recorded and valued at the time they enter the pro-
cess of production. They are valued at the purchas-
ers’ prices for similar goods or services at the time 
of use.

3.92 Producer units do not record the use of goods in 
production directly. They record the purchases 
intended to be used as inputs less the increase in 
the amounts of such goods held in inventory.

Final consumption (P.3, P.4)

3.93 Two concepts of final consumption are used:

(a) final consumption expenditure (P.3);

(b) actual final consumption (P.4).
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Final consumption expenditure is expenditure on 
goods and services used by households, NPISHs 
and government to satisfy individual and collec-
tive needs. In contrast, actual final consumption 
refers to its acquisition of consumption goods and 
services. The difference between these concepts 
lies in the treatment of certain goods and services 
financed by the government or NPISHs but sup-
plied to households as social transfers in kind.

Final consumption expenditure (P.3)

3.94 Definition: final consumption expenditure consists 
of expenditure incurred by resident institutional 
units on goods or services that are used for the 
direct satisfaction of individual needs or wants or 
the collective needs of members of the community.

3.95 Household final consumption expenditure 
includes the following examples:

(a) services of owner-occupied dwellings;

(b) income in kind, such as:

(1) goods and services received as income in kind by 
employees;

(2) goods or services produced as outputs of unin-
corporated enterprises owned by households that 
are retained for consumption by members of the 
household. Examples are food and other agricul-
tural goods, housing services by owner-occupiers 
and household services produced by employing 
paid staff (servants, cooks, gardeners, chauffeurs, 
etc.);

(c) items not treated as intermediate consumption, 
such as:

(1) materials for small repairs to and interior decora-
tion of dwellings of a kind carried out by tenants as 
well as owners;

(2) materials for repairs and maintenance to con-
sumer durables, including vehicles;

(d) items not treated as capital formation, in par-
ticular consumer durables, that continue to 
perform their function in several accounting 
periods; this includes the transfer of owner-
ship of some durables from an enterprise to a 
household;

(e) financial services directly charged and the part 
of FISIM used for final consumption purposes 
by households;

(f) insurance services by the amount of the implicit 
service charge;

(g) pension funding services by the amount of the 
implicit service charge;

(h) payments by households for licences, permits, 
etc. which are regarded as purchases of services 
(see paragraphs 4.79 and 4.80);

(i) the purchase of output at not economically sig-
nificant prices, e.g. entrance fees for a museum.

3.96 Household final consumption expenditure 
excludes the following:

(a) social transfers in kind, such as expenditures 
initially incurred by households but subse-
quently reimbursed by social security, e.g. some 
medical expenses;

(b) items treated as intermediate consumption or 
gross capital formation, such as:

(1) expenditures by households owning unincorpo-
rated enterprises when incurred for business pur-
poses — e.g. on durable goods such as vehicles, 
furniture or electrical equipment (gross fixed cap-
ital formation), and also on non-durables such as 
fuel (treated as intermediate consumption);

(2) expenditure that an owner-occupier incurs on the 
decoration, maintenance and repair of the dwell-
ing not typically carried out by tenants (treated as 
intermediate consumption in producing housing 
services);

(3) the purchase of dwellings (treated as gross fixed 
capital formation);

(4) expenditure on valuables (treated as gross capital 
formation);

(c) items treated as acquisitions of non-produced 
assets, in particular the purchase of land;

(d) all those payments by households which are to 
be regarded as taxes (see paragraphs 4.79 and 
4.80);

(e) subscriptions, contributions and dues paid by 
households to NPISHs, such as trade unions, 
professional societies, consumers’ associations, 
churches and social, cultural, recreational and 
sports clubs;

(f) voluntary transfers in cash or in kind by 
households to charities and relief and aid 
organisations.
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3.97 Final consumption expenditure of NPISHs 

includes two separate categories:

(a) the value of the goods and services produced 
by NPISHs other than own-account capital for-
mation and other than expenditure made by 
households and other units;

(b) expenditures by NPISHs on goods or services 
produced by market producers that are sup-
plied — without any transformation — to 
households for their consumption as social 
transfers in kind.

3.98 Final consumption expenditure (P.3) by govern-
ment includes two categories of expenditures, sim-
ilar to those by NPISHs:

(a) the value of the goods and services produced by 
general government itself (P.1) other than own-
account capital formation (corresponding to 
P.12), market output (P.11) and payments for 
non-market output (P.131);

(b) purchases by general government of goods and 
services produced by market producers that 
are supplied to households, without any trans-
formation, as social transfers in kind (D.632). 
General government pays for these goods and 
services that the sellers provide to households.

3.99 Corporations do not make final consumption 
expenditures. Their purchases of goods and ser-
vices as used by households for final consump-
tion are either used for intermediate consump-
tion or provided to employees as compensation 
of employees in kind, i.e. imputed household final 
consumption expenditure.

Actual final consumption (P.4)

3.100 Definition: actual final consumption consists of 
the goods or services that are acquired by resi-
dent institutional units for the direct satisfaction of 
human needs, whether individual or collective.

3.101 Definition: goods and services for individual con-
sumption (‘individual goods and services’) are 
goods and services acquired by a household and 
used to satisfy the needs and wants of members of 
that household. Individual goods and services have 
the following characteristics:

(a) it is possible to observe and record the acquisi-
tion of the goods and services by an individual 
household or member thereof and also the time 
at which the acquisition took place;

(b) the household has agreed to the provision of 
the goods and services and takes the action nec-
essary to consume the goods and services, for 
example by attending a school or clinic;

(c) the goods and services are such that their acqui-
sition by one household or person, or by a 
group of persons, precludes its acquisition by 
other households or persons.

3.102 Definition: collective services are services for collec-
tive consumption that are provided simultaneously 
to all members of the community or all members of 
a particular section of the community, such as all 
households living in a particular region. Collective 
services have the following characteristics:

(a) they can be delivered simultaneously to every 
member of the community or to particular sec-
tions of the community, such as those in a par-
ticular region or locality;

(b) the use of such services is usually passive and 
does not require the agreement or active partic-
ipation of all the individuals concerned;

(c) the provision of a collective service to one indi-
vidual does not reduce the amount available to 
other in the same community or section of the 
community.

3.103 All household final consumption expenditure 
is individual. All goods and services provided by 
NPISHs are treated as individual.

3.104 For the goods and services provided by govern-
ment units, the borderline between individual and 
collective goods and services is drawn on the basis 
of the classification of the functions of government 
(COFOG).

All government final consumption expenditure 
under each of the following headings is treated as 
expenditure on individual consumption:

(a) 7.1 Medical products, appliances and equipment

 7.2 Outpatient services

 7.3 Hospital services

 7.4 Public health services;
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(b) 8.1 Recreational and sporting services

 8.2 Cultural services;

(c) 9.1 Pre-primary and primary education

 9.2 Secondary education

 9.3 Post-secondary non-tertiary education

 9.4 Tertiary education

 9.5 Education not definable by level

 9.6 Subsidiary services to education;

(d) 10.1 Sickness and disability

 10.2 Old age

 10.3 Survivors

 10.4 Family and children

 10.5 Unemployment

 10.6 Housing

 10.7 Social exclusion not elsewhere included.

3.105 Alternatively individual consumption expenditure 
of general government corresponds to division 14 
of the classification of individual consumption by 
purpose (Coicop), which includes the following 
groups:

14.1  Housing (equivalent to COFOG group 
10.6)

14.2  Health (equivalent to COFOG groups 
7.1 to 7.4)

14.3  Recreation and culture (equivalent to 
COFOG groups 8.1 and 8.2)

14.4  Education (equivalent to COFOG 
groups 9.1 to 9.6)

14.5  Social protection (equivalent to COFOG 
groups 10.1 to 10.5 and group 10.7).

3.106 Collective consumption expenditure is the 
remainder of the government final consumption 
expenditure.

It consists of the following COFOG groups:

(a) general public services (division 1);

(b) defence (division 2);

(c) public order and safety (division 3);

(d) economic affairs (division 4);

(e) environmental protection (division 5);

(f) housing and community amenities (division 6);

(g) general administration, regulation, dissemina-
tion of general information and statistics (all 
divisions);

(h) research and development (all divisions).

3.107 The relationships between the various consump-
tion concepts employed can be shown in Table 3.2.

Table 3.2 — Sector making expenditure

Government NPISHs Households Total acquisitions

Individual consumption X (= Social 
transfers in kind

X (= Social 
transfers in kind) X Households actual individual final 

consumption

Collective consumption X 0 0 Government’s actual collective final 
consumption

Total
Government’s 
final consumption 
expenditure

NPISHs final 
consumption 
expenditure

Households’ final 
consumption 
expenditure

Actual final consumption = Total final 
consumption expenditure

X: applicable
0: not applicable

3.108 Final consumption expenditure of NPISHs is 
all individual. Total actual final consumption is 
equal to the sum of households’ actual final con-
sumption and actual final consumption of general 
government.

3.109 There are no social transfers in kind with the rest 

of the world (though there are such transfers in 

monetary terms). Total actual final consumption is 

equal to total final consumption expenditure.
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Time of recording and valuation of final 
consumption expenditure

3.110 Expenditure on a good is recorded at the time 
of change of ownership; expenditure on a ser-
vice is recorded when the delivery of the service is 
completed.

3.111 Expenditure on goods acquired under a hire pur-
chase or similar credit agreement, and also under a 
financial lease, is recorded at the time the goods are 
delivered even if there is no change of ownership at 
this point.

3.112 Own-account consumption is recorded when 
the output retained for own final consumption is 
produced.

3.113 The final consumption expenditure of households 
is recorded at purchasers’ prices. This is the price 
the purchaser actually pays for the products at the 
time of the purchase. A more detailed definition is 
in paragraph 3.06.

3.114 Goods and services supplied as employee compen-
sation in kind are valued at basic prices when pro-
duced by the employer and at the purchasers’ prices 
of the employer when bought in by the employer.

3.115 Retained goods or services for own consumption 
are valued at basic prices.

3.116 Final consumption expenditures by general gov-
ernment or NPISHs on products produced by 
themselves are recorded at the time they are pro-
duced, which is also the time of delivery of such 
services by government or NPISHs. For the final 
consumption expenditure on goods and services 
supplied via market producers, the time of delivery 
is the time of recording.

3.117 Final consumption expenditure (P.3) by gen-
eral government or NPISHs is equal to the sum of 
their output (P.1), plus the expenditure on prod-
ucts supplied to households via market producers, 
part of social transfers in kind (D.632), minus the 
payments by other units, market output (P.11) and 
payments for non-market output (P.131), minus 
own-account capital formation (P.12).

Time of recording and valuation of actual 
final consumption

3.118 Goods and services are acquired by institutional 
units when they become the new owners of the 
goods and when the delivery of services to them is 
completed.

3.119 Acquisitions (actual final consumption) are valued 
at the purchasers’ prices for the units that incur the 
expenditures.

3.120 Transfers in kind other than social transfers in 
kind from government and NPISHs are treated as 
if they were transfers in cash. Accordingly, the val-
ues of the goods or services are recorded as expen-
ditures by the institutional units or sectors that 
acquire them.

3.121 The values of the two aggregates of final consump-
tion expenditure and actual final consumption are 
the same. The goods and services acquired by res-
ident households through social transfers in kind 
are valued at the same prices as those at which they 
are valued in the expenditure aggregates.

Gross capital formation (P.5)

3.122 Gross capital formation consists of:

(a) gross fixed capital formation (P.51g):

(1) consumption of fixed capital (P.51c);

(2) net fixed capital formation (P.51n);

(b) changes in inventories (P.52);

(c) acquisitions less disposals of valuables (P.53).

3.123 Gross capital formation is measured gross of con-
sumption of fixed capital. Net capital formation is 
calculated by deducting consumption of fixed cap-
ital from gross capital formation.

Gross fixed capital formation (P.51g)

3.124 Definition: gross fixed capital formation (P.51) 
consists of resident producers’ acquisitions, less 
disposals, of fixed assets during a given period 
plus certain additions to the value of non-pro-
duced assets realised by the productive activity of 
producer or institutional units. Fixed assets are 
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produced assets used in production for more than 
one year.

3.125 Gross fixed capital formation consists of both pos-
itive and negative values:

(a) positive values:

(1) new or existing fixed assets purchased;

(2) fixed assets produced and retained for producers’ 
own use (including own account production of 
fixed assets not yet completed or fully mature);

(3) new or existing fixed assets acquired through 
barter;

(4) new or existing fixed assets received as capital 
transfers in kind;

(5) new or existing fixed assets acquired by the user 
under a financial lease;

(6) major improvements to fixed assets and existing 
historic monuments;

(7) natural growth of those natural assets that yield 
repeat products;

(b) negative values, i.e. disposals of fixed assets 
recorded as negative acquisitions:

(1) existing fixed assets sold;

(2) existing fixed assets surrendered in barter;

(3) existing fixed assets surrendered as capital trans-
fers in kind.

3.126 The disposals components of fixed assets exclude:

(a) consumption of fixed capital (which includes 
anticipated normal accidental damage);

(b) exceptional losses, such as those due to drought 
or other natural disasters, which are recorded 
as other change in the volume of assets.

3.127 The following types of gross fixed capital formation 
are distinguished:

(1) dwellings;

(2) other buildings and structures; this includes 
major improvements to land;

(3) machinery and equipment, such as ships, cars 
and computers;

(4) weapons systems;

(5) cultivated biological resources, e.g. trees and 
livestock;

(6) costs of ownership transfer on non-produced 
assets, like land, contracts, leases and licences;

(7) R&D, including the production of freely avail-
able R&D. Expenditure on R&D will only be 
treated as fixed capital formation when a high 
level of reliability and comparability of the esti-
mates by the Member States has been achieved;

(8) mineral exploration and evaluation;

(9) computer software and databases;

(10) entertainment, literary or artistic originals;

(11) other intellectual property rights.

3.128 Major improvements to land include:

(a) reclamation of land from sea by the construc-
tion of dikes, sea walls or dams for this purpose;

(b) clearance of forests, rocks, etc. to enable land to 
be used in production for the first time;

(c) draining of marshes or the irrigation of deserts 
by the construction of dikes, ditches and irri-
gation channels; prevention of flooding or ero-
sion by the sea or rivers by the construction of 
breakwaters, sea walls or flood barriers.

These activities may lead to the creation of substan-
tial new structures such as sea walls, flood barri-
ers and dams, but these structures are not used to 
produce other goods and services, but obtain more 
or better land, and it is the land, a non-produced 
asset, that is used in production. For example, a 
dam built to produce electricity serves a different 
purpose from a dam built to keep out the sea. Only 
the latter type of dam is classified as an improve-
ment to land.

3.129 Gross fixed capital formation includes the follow-
ing borderline cases:

(a) acquisitions of houseboats, barges, mobile 
homes and caravans used as residences of 
households and any associated structures such 
as garages;

(b) structures and equipment used by the military;

(c) light weapons and armoured vehicles used by 
non-military units;
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(d) changes in livestock used in production year 

after year, such as breeding stock, dairy cattle, 
sheep reared for wool and draught animals;

(e) changes in trees that are cultivated year after 
year, such as fruit trees, vines, rubber trees, 
palm trees, etc.;

(f) improvements to existing fixed assets beyond 
ordinary maintenance and repairs;

(g) the acquisition of fixed assets by financial 
leasing;

(h) terminal costs, i.e. large costs associated with 
disposal, e.g. decommissioning costs of nuclear 
power stations or clean up costs of landfill sites.

3.130 Gross fixed capital formation excludes:

(a) transactions included in intermediate con-
sumption, like:

(1) purchase of small tools for production purposes;

(2) ordinary maintenance and repairs;

(3) the acquisition of fixed assets to be used under an 
operational leasing contract (see also Chapter 15: 
Contracts, leases and licences). For the enterprise 
that is using the fixed asset, rentals are treated as 
intermediate consumption. For the owner of the 
asset, the cost of acquisition is recorded as gross 
fixed capital formation;

(b) transactions recorded as changes in inventories:

(1) animals raised for slaughter, including poultry;

(2) trees grown for timber (work-in-progress);

(c) machinery and equipment acquired by house-
holds for purposes of final consumption;

(d) holding gains and losses on fixed assets;

(e) catastrophic losses on fixed assets, e.g. destruc-
tion of cultivated assets and livestock by out-
breaks of disease which is not normally cov-
ered by insurance, or damage due to abnormal 
flooding, wind damage or forest fires;

(f) funds set aside or put in reserve without any 
commitment for the actual purchase or con-
struction of a specific capital good, e.g. a gov-
ernment fund for infrastructure.

3.131 Gross fixed capital formation in the form of 
improvements to existing fixed assets is recorded 
as acquisitions of new fixed assets of the same kind.

3.132 Intellectual property products are the result of 
research and development, investigation or inno-
vation leading to knowledge, use of which is 
restricted by law or other means of protection.

Examples of intellectual property assets are:

(a) results of R&D;

(b) results of mineral exploration, measured as the 
costs of actual test drilling, aerial or other sur-
veys, transportation, etc.;

(c) computer software and large databases to be 
used in production for more than one year;

(d) entertainment, literary or artistic originals of 
manuscripts, models, films, sound recordings, 
etc.

3.133 For both fixed assets and non-produced non-finan-
cial assets, the costs of ownership transfer incurred 
by their new owner consist of:

(a) charges incurred in taking delivery of the asset 
(new or existing asset) at the required location 
and time, such as transport charges, installation 
charges, erection charges, etc.;

(b) professional charges or commissions incurred, 
such as fees paid to surveyors, engineers, law-
yers, valuers, etc., and commissions paid to 
estate agents, auctioneers, etc.;

(c) taxes payable by the new owner on the transfer 
of ownership of the asset. These taxes are taxes 
on the services of intermediaries and any tax on 
the transfer of ownership but not taxes on the 
asset bought.

All these costs are to be recorded as gross fixed cap-
ital formation by the new owner.

Time of recording and valuation of gross fixed capital 
formation

3.134 Gross fixed capital formation is recorded when 
the ownership of the fixed assets is transferred to 
the institutional unit that intends to use them in 
production.

This rule is modified for:

(a) financial leasing, when a change of ownership 
from lessor to lessee is imputed;
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(b) own-account gross fixed capital formation, 
which is recorded when it is produced.

3.135 Gross fixed capital formation is valued at purchas-
ers’ prices including installation charges and other 
costs of ownership transfer. When produced on 
own-account it is valued at the basic prices of simi-
lar fixed assets, and if such prices are not available, 
at the costs of production plus a mark-up (except 
for non-market producers) for net operating sur-
plus or mixed income.

3.136 Acquisitions of intellectual property products are 
valued in different ways:

(a) for mineral exploration: by the costs of actual 
test drillings and borings, and the costs incurred 
to make it possible to carry out tests, such as 
aerial or other surveys;

(b) for computer software: by purchasers’ prices 
when purchased on the market, or at its esti-
mated basic price, or if no basic price is avail-
able, at its costs of production plus a mark-up 
for net operating surplus (except for non-mar-
ket producers) when developed in-house;

(c) for entertainment, literary or artistic originals: 
valued at the price paid by the purchaser when 
it is sold, or if not sold, the following methods 
of estimation are acceptable:

(i) at the basic price paid for similar originals;

(ii) the sum of its production costs plus a mark-up 
(except for non-market producers) for net operat-
ing surplus; or

 (iii) the discounted value of expected receipts.

3.137 Disposals of existing fixed assets by sale are valued 
at basic prices, deducting any costs of ownership 
transfer incurred by the seller.

3.138 Costs of ownership transfer can apply to both pro-
duced assets, including fixed assets, and non-pro-
duced assets, such as land.

These costs are included in the purchasers’ prices 
in the case of produced assets. They are separated 
from the purchases and sales themselves in the 
case of land and other non-produced assets, and 
recorded under a separate heading in the classifica-
tion of gross fixed capital formation.

Consumption of fixed capital (P.51c)

3.139 Definition: consumption of fixed capital (P.51c) is 
the decline in value of fixed assets owned, as a result 
of normal wear and tear and obsolescence. The 
estimate of decline in value includes a provision for 
losses of fixed assets as a result of accidental dam-
age which can be insured against. Consumption of 
fixed capital covers anticipated terminal costs, such 
as the decommissioning costs of nuclear power sta-
tions or oil rigs or the cleanup costs of landfill sites. 
Such terminal costs are recorded as consumption 
of fixed capital at the end of the service life, when 
the terminal costs are recorded as gross fixed capi-
tal formation.

3.140 Consumption of fixed capital shall be calculated for 
all fixed assets (except animals), including intellec-
tual property rights, major improvements to land 
and costs of ownership transfers associated with 
non-produced assets.

3.141 Consumption of fixed capital is different from the 
depreciation allowed for tax purposes or the depre-
ciation shown in business accounts. Consumption 
of fixed capital is estimated on the basis of the stock 
of fixed assets and the expected average economic 
life of the different categories of those goods. For 
the calculation of the stock of fixed assets, the per-
petual inventory method (PIM) is applied when-
ever direct information on the stock of fixed assets 
is missing. The stock of fixed assets is valued at the 
purchasers’ prices of the current period.

3.142 Losses of fixed assets occurring as a result of acci-
dental damage which can be insured against are 
taken into account in calculating the average ser-
vice life of the goods in question. For the econ-
omy as a whole the accidental damages within a 
given accounting period will be equal, or close, to 
the average. For individual units and groupings of 
units, actual and average accidental damage may 
differ. In this case, for sectors, any difference is 
recorded as other changes in volume of fixed assets.

3.143 Consumption of fixed capital shall be calculated 
according to the ‘straight line’ method, by which 
the value of a fixed asset is written off at a constant 
rate over the whole lifetime of the good.
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3.144 In some cases, the geometric depreciation method 

is used when the pattern of decline in the efficiency 
of a fixed asset requires it.

3.145 In the system of accounts, consumption of fixed 
capital is recorded below each balancing item, 
which is shown gross and net. Recording ‘gross’ 
means without deducting consumption of fixed 
capital, while recording ‘net’ means after deduct-
ing consumption of fixed capital.

Changes in inventories (P.52)

3.146 Definition: changes in inventories are measured 
by the value of the entries into inventories less the 
value of withdrawals and the value of any recurrent 
losses of goods held in inventories.

3.147 Due to physical deterioration, or accidental dam-
age or pilfering, recurrent losses may occur to all 
kinds of goods in inventories, such as:

(a) losses of materials and supplies;

(b) losses in the case of work-in-progress;

(c) losses of finished goods;

(d) losses of goods for resale (e.g. shoplifting).

3.148 Inventories consist of the following categories:

(a) materials and supplies:

 materials and supplies consist of all prod-
ucts held in stock with the intention of using 
them as intermediate inputs in production; this 
includes products held in stock by the govern-
ment. Items such as gold, diamonds, etc. are 
included when intended for industrial use or 
other production;

(b) work-in-progress:

 work-in-progress consists of output produced 
that is not yet finished. It is recorded in the 
inventories of its producer. Examples of the dif-
ferent forms it can take are the following:

(1) growing crops;

(2) maturing trees and livestock;

(3) uncompleted structures (except those produced 
under a contract of sale agreed in advance or on 
own-account; both of these examples are treated as 
fixed capital formation);

(4) uncompleted other fixed assets, e.g. ships and oil 
rigs;

(5) partially completed research for a legal or consult-
ant’s dossier;

(6) partially completed film productions;

(7) partially completed computer programs.

 Work-in-progress shall be recorded for any pro-
duction process that is not finished at the end 
of the given period. This is significant in quar-
terly accounts, an example being agricultural 
crops not completing growth within a quarter 
of a year.

 Reductions in work-in-progress take place when 
the production process is completed. At that 
point, all work-in-progress is transformed into 
a finished product;

(c) finished goods:

 finished goods as part of inventories consist of 
outputs that their producer does not intend to 
process further before supplying them to other 
institutional units;

(d) goods for resale:

 goods for resale are goods acquired for the pur-
pose of reselling them unchanged from their 
present state.

Time of recording and valuation of changes in 
inventories

3.149 The time of recording and the valuation of changes 
in inventories is consistent with those of other 
transactions in products. This applies in particu-
lar to intermediate consumption (e.g. for materi-
als and supplies), output (e.g. work-in-progress 
and output from storage of agricultural prod-
ucts) and gross fixed capital formation (e.g. work-
in-progress). If goods are processed abroad with a 
change of economic ownership, the goods are to 
be included in exports (and later in imports). The 
export is reflected in a concomitant reduction in 
inventories, and the corresponding later import is 
recorded as an increase in inventories, provided it 
is not sold or used at once.

3.150 In measuring changes in inventories, goods enter-
ing inventories are valued at the time of entry, and 
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goods being withdrawn are valued at the time of 
withdrawal.

3.151 The prices used to value goods in changes in inven-
tories are as follows:

(a) output of finished goods transferred into the 
producer’s inventories is valued as if they were 
sold at that time, at current basic prices;

(b) additions to work-in-progress are valued in 
proportion to the estimated current basic price 
of the finished product;

(c) reductions in work-in-progress due to work 
withdrawn from inventories when production 
is finished are valued at current basic prices of 
the unfinished product;

(d) goods transferred out of inventories for sale are 
valued at basic prices;

(e) goods for resale entering the inventories of 
wholesalers and retailers, etc. are valued at the 
actual or estimated purchasers’ prices of the 
trader;

(f) goods for resale withdrawn from inventories 
are valued at the purchasers’ prices at which 
they can be replaced at the time they are with-
drawn, and not at the price when they were 
acquired.

3.152 Losses as a result of physical deterioration, insura-
ble accidental damage or pilfering are recorded and 
valued as follows:

(a) for materials and supplies: as materials and 
supplies actually withdrawn to be used up in 
production (intermediate consumption);

(b) for work-in-progress: valued as deduction from 
the additions accruing to production carried 
out in the same period;

(c) for finished goods and goods for resale: treated 
as withdrawals at the current price of undeteri-
orated goods.

3.153 Where information is lacking, the following 
approximate methods for the estimation of change 
in inventories are used:

(a) when changes in the volume of inventories are 
regular, an acceptable approximate method is to 

multiply the volume change of the inventories 
by the average prices for the period. Purchasers’ 
prices are used for inventories held by users or 
by wholesalers or retailers; basic prices are used 
for inventories held by their producers;

(b) when prices of the goods involved remain con-
stant, fluctuations in the volume of inventories 
do not invalidate the approximation of estimat-
ing the change in inventories by multiplying 
the volume change by the average price;

(c) if both the volume and the prices of the inven-
tories change substantially within the account-
ing period, more sophisticated approximation 
methods are required. For example, quarterly 
valuation of the changes in inventories or the 
use of information about the distribution of the 
fluctuations within the accounting period (fluc-
tuations may be largest at the end of the calen-
dar year, during harvest time, etc.);

(d) if information about the values at the begin-
ning and end of the period are available (e.g. in 
case of wholesale or retail trade in which inven-
tories often exist of many different products), 
but no separate information about prices and 
volumes, the changes in volume between the 
beginning and end of the period are estimated. 
One way of estimating the change in volumes is 
to estimate constant turn-over rates by type of 
product.

Seasonal changes in prices may reflect a change in 
quality, e.g. clearance prices or off-season prices for 
fruit and vegetables. These changes in quality are 
treated as changes in the volume.

Acquisitions less disposals of valuables 
(P.53)

3.154 Definition: valuables are non-financial goods that 
are not used primarily for production or consump-
tion, do not deteriorate (physically) over time 
under normal conditions and are acquired and 
held primarily as stores of value.

3.155 Valuables include the following types of goods:

(a) precious stones and metals, such as diamonds, 
non-monetary gold, platinum, silver, etc.;
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(b) antiques and other art objects, such as paint-

ings, sculptures, etc.;

(c) other valuables, such as jewellery fashioned out 
of precious stones and metals and collectors’ 
items.

3.156 Such types of goods are recorded as acquisition or 
disposal of valuables in the following examples:

(a) the acquisition or disposal of non-monetary 
gold, silver, etc. by central banks and other 
financial intermediaries;

(b) the acquisition or disposal of these goods by 
enterprises whose principal or secondary activ-
ity does not involve the production or trade in 
such types of goods. This acquisition or dis-
posal is not included in the intermediate con-
sumption or fixed capital formation of these 
enterprises;

(c) the acquisition or disposal of such goods 
by households. Such acquisitions are not 
included in final consumption expenditure by 
households.

In the ESA, by convention also the following cases 
are recorded as acquisition or disposal of valuables:

(a) the acquisition or disposal of these goods by 
jewellers and art dealers (following the general 
definition of valuables, the acquisition of these 
goods by jewellers and art dealers should be 
recorded as changes in inventories);

(b) the acquisition or disposal of these goods by 
museums (following the general definition 
of valuables, the acquisition by a museum of 
these goods should be recorded as fixed capital 
formation).

This convention avoids frequent reclassification 
between the three main types of capital formation, 
i.e. between acquisition less disposal of valuables, 
fixed capital formation and changes in invento-
ries, e.g. in the case of transactions of such goods 
between households and art dealers.

3.157 The production of valuables is valued at basic 
prices. All other acquisitions of valuables are val-
ued at the purchasers’ prices paid for them, includ-
ing any agents’ fees or commissions. They include 
trade margins when bought from dealers. Disposals 

of valuables are valued at the prices received by sell-
ers, after deducting any fees or commissions paid 
to agents or other intermediaries. Acquisitions less 
disposals of valuables between resident sectors can-
cel out, leaving only agents and dealers margins.

Exports and imports of goods and 
services (P.6 and P.7)

3.158 Definition: exports of goods and services consist 
of transactions in goods and services (sales, barter, 
and gifts) from residents to non-residents.

3.159 Definition: imports of goods and services consist of 
transactions in goods and services (purchases, bar-
ter, and gifts) from non-residents to residents.

3.160 Exports and imports of goods and services do not 
include:

(a) establishment trade, i.e.:

(1) deliveries to non-residents by non-resident affili-
ates of resident enterprises, e.g. sales abroad by for-
eign affiliates of a multinational owned/controlled 
by residents;

(2) deliveries to residents by resident affiliates of non-
resident enterprises, e.g. sales by domestic affiliates 
of a foreign multinational;

(b) primary income flows to or from the rest of 
the world, such as compensation of employees, 
interest and revenues from direct investment. 
The revenues from direct investment may 
include an indistinguishable part for the provi-
sion of various services, e.g. training of employ-
ees, management services and the use of pat-
ents and trademarks;

(c) the cross-border sale or purchase of financial 
assets or non-produced assets, such as land.

3.161 Imports and exports of goods and services are dis-
tinguished into:

(a) intra-EU deliveries;

(b) imports and exports outside the EU.

Both types are referred to as imports and exports.
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Exports and imports of goods (P.61 and 
P.71)

3.162 Imports and exports of goods occur when eco-
nomic ownership of goods changes between resi-
dents and non-residents. This applies irrespective 
of corresponding physical movements of goods 
across frontiers.

3.163 For deliveries between affiliated enterprises (branch 
or subsidiary, or foreign affiliate): a change of eco-
nomic ownership is imputed whenever goods are 
delivered between affiliated enterprises. This 
applies only when the establishment receiving the 
goods assumes responsibility for making the deci-
sions about the levels of supply and prices at which 
their output is delivered for the market.

3.164 Exports of goods occur without the goods crossing 
the country’s frontier in the following examples:

(a) goods produced by resident units operating in 
international waters are sold directly to non-
residents in foreign countries. Examples of 
such goods are oil, natural gas, fishery prod-
ucts, maritime’s salvage;

(b) transportation equipment or other movable 
equipment not tied to a fixed location;

(c) goods after changing ownership, which are lost 
or destroyed before they have crossed the fron-
tier of the exporting country;

(d) merchanting, i.e. the purchase of a good by a 
resident from a non-resident and the subse-
quent resale of the good to another non-resi-
dent, without the good entering the merchant’s 
economy.

Analogous cases occur for the imports of goods.

3.165 Imports and exports of goods include transac-
tions between residents and non-residents in the 
following:

(a) non-monetary gold;

(b) silver bullion, diamonds and other precious 
metals and stones;

(c) paper money and coins not in circulation and 
unissued securities (valued as goods, not at face 
value);

(d) electricity, gas and water;

(e) livestock driven across frontiers;

(f) parcel post;

(g) government exports including goods financed 
by grants and loans;

(h) goods transferred to or from the ownership of a 
buffer stock organisation;

(i) goods delivered by a resident enterprise to its 
non-resident affiliates, except for goods for 
processing;

(j) goods received by a resident enterprise from 
its non-resident affiliates, except for goods for 
processing;

(k) smuggled goods or products not reported for 
taxes like import duties and VAT;

(l) other unrecorded shipments, such as gifts and 
those of less than a stated minimum value.

3.166 Imports and exports of goods exclude the following 
goods which nevertheless may cross the national 
frontier:

(a) goods in transit through a country;

(b) goods shipped to or from a country’s own 
embassies, military bases or other enclaves 
inside the national frontiers of another country;

(c) transportation equipment and other movable 
kinds of equipment which leave a country tem-
porarily, without any change of economic own-
ership, e.g. construction equipment for installa-
tion or construction purposes abroad;

(d) equipment and other goods which are sent 
abroad for processing, maintenance, servicing 
or repair; this applies also to goods processed 
to order abroad when a substantial physical 
change in the goods is involved;

(e) other goods which leave a country temporarily, 
being generally returned within a year in their 
original state and without change of economic 
ownership.

 Examples are goods sent abroad for exhibition 
and entertainment purposes, goods under an 
operating lease, including leases for several 
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years and goods returned without being sold to 
a non-resident;

(f) goods on consignment lost or destroyed after 
crossing a frontier before change of ownership 
occurs.

3.167 Imports and exports of goods are recorded when 
the ownership of the goods is transferred. A change 
of ownership is considered to occur at the time the 
parties to the transaction record it in their books or 
accounts. This may not coincide with the various 
stages of the contractual process, such as:

(a) the time of commitment (contract date);

(b) the time of provision of goods and services and 
acquisition of a claim for payment (transfer 
date);

(c) the time of settlement of that claim (payment 
date).

3.168 Imports and exports of goods are to be valued free 
on board at the border of the exporting country 
(FOB). This value is:

(a) the value of the goods at basic prices;

(b) plus the related transport and distributive ser-
vices up to that point of the border, including 
the cost of loading on to a carrier for onward 
transportation;

(c) plus any taxes less subsidies on the goods 
exported; for intra-EU deliveries this includes 
VAT and other taxes on the goods paid in the 
exporting country.

In the supply and use and symmetric input-out-
put tables, imports of goods for individual prod-
uct groups are valued at the cost-insurance-freight 
(CIF) price at the border of the importing country.

3.169 Definition: the CIF price is the price of a good deliv-
ered at the frontier of the importing country, or the 
price of a service delivered to a resident, before the 
payment of any import duties or other taxes on 
imports or trade and transport margins within the 
country.

3.170 Proxies or substitute measures for the FOB value 
may be necessary under certain circumstances, 
such as:

(a) barter of goods are valued at the basic prices 
that would have been received if the goods had 
been sold for cash;

(b) transactions between affiliated enterprises: as a 
rule, actual transfer values are used. However, if 
they differ from market prices, they are replaced 
by an estimated market price equivalent;

(c) goods transferred under a financial lease: the 
goods are valued on the basis of the purchasers’ 
price paid by the lessor, and not by the cumula-
tive value of the rental payments;

(d) imports of goods estimated on the basis of cus-
toms data (for extra-EU trade) or Intrastat-
information (for intra-EU trade). Both data 
sources do not apply FOB valuation; they use 
respectively the CIF value at the EU border 
and CIF values at the national border. As FOB-
values are only used at the most aggregate level 
and CIF-values are used at the product group 
level, these modifications are applied at the 
most aggregate level, and the modification is 
known as the CIF/FOB adjustment;

(e) imports and exports of goods estimated on the 
basis of survey information or various types of 
ad hoc information. In such instances, the total 
value of sales split out by product is obtained. 
The estimate is based on purchasers’ prices and 
not on FOB values.

Exports and imports of services (P.62 and 
P.72)

3.171 Definition: exports of services consist of all services 
rendered by residents to non-residents.

3.172 Definition: imports of services consist of all services 
rendered by non-residents to residents.

3.173 Exports of services include the following cases:

(a) transportation of exported goods after they 
have left the frontier of the exporting country 
when provided by a resident carrier (cases 2 
and 3 in Table 3.3);

(b) transportation of imported goods by a resident 
carrier:
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(1) up to the frontier of the exporting country when 
goods are valued FOB to offset the transportation 
value included in the FOB-value (case 3 in Table 
3.4);

(2) up to the frontier of the importing country when 
goods are valued CIF to offset the transportation 
value included in the CIF-value (cases 3 and 2 CIF 
in Table 3.4);

(c) transportation of goods by residents on behalf 
of non-residents which does not involve 
imports or exports of the goods (e.g. the trans-
port of goods that do not leave the country as 
exports or the transport of goods outside the 
domestic territory);

(d) passenger transportation on behalf of non-resi-
dents by resident carriers;

(e) processing and repair activities on behalf of 
non-residents; these activities are to be recorded 
net, i.e. as an export of services excluding the 
value of the goods processed or repaired;

(f) installation of equipment abroad when a pro-
ject is of limited duration by its nature;

(g) financial services provided by residents to 
non-residents including both the explicit and 
implicit service charge, like FISIM;

(h) insurance services provided by residents to 
non-residents by the amount of the implicit 
service charge;

(i) expenditure by non-resident tourists and busi-
ness travellers. The expenditure is classified as 
services; for the purposes of the supply and use 
and symmetric input-output tables, a break-
down by component products is necessary;

(j) expenditure by non-residents on health and 
education services provided by residents; this 
includes the provision of these services on the 
domestic territory as well as abroad;

(k) services of owner-occupied holidays homes of 
non-residents (see paragraph 3.77);

(l) royalties and license fees, receipts of which 
are associated with the authorised use of intel-
lectual property rights, such as patents, copy-
rights, trademarks, industrial processes, fran-
chises, etc., and with the use through licens-
ing agreements of produced originals or 

prototypes, such as manuscripts, paintings, etc. 
paid by non-residents to residents.

3.174 There is an equivalent import of service as a mir-
ror image of the list of exports of services in para-
graph 3.173, and only the following imports of ser-
vices require further description.

3.175 Imports of transport services include the following 
examples:

(a) transportation of exported goods up to the 
frontier of the exporting country when pro-
vided by a non-resident carrier to offset the 
transportation value included in the FOB-value 
of the exported goods (case 4 in Table 3.3);

(b) transportation of imported goods by a non-res-
ident carrier:

(1) from the frontier of the exporting country as a sep-
arate transportation service when imported goods 
are valued FOB (cases 4 and 5 FOB in Table 3.4);

(2) from the frontier of the importing country as a 
separate transportation service when imported 
goods are valued CIF (in this case the value of the 
transportation service between the frontiers of the 
exporting and the importing country is already 
included in the CIF-value of the good; case 4 in 
Table 3.4);

(c) transportation of goods by non-residents on 
behalf of residents which does not involve 
imports or exports of goods (e.g. transport of 
goods in transit or transport outside the domes-
tic territory);

(d) international or national passenger transpor-
tation on behalf of residents by non-resident 
carriers.

Imports of transport services do not include trans-
portation of exported goods after they have left the 
frontier of the exporting country when provided 
by a non-resident carrier (cases 5 and 6 in Table 
3.3). Exports of goods are valued FOB and all such 
transport services are thus to be regarded as trans-
actions between non-residents, i.e. between a non-
resident carrier and a non-resident importer. This 
applies when these transportation services are paid 
under export-CIF-contracts by the exporter.

3.176 Imports in respect of direct purchases abroad by 
residents cover all purchases of goods and ser-
vices made by residents while travelling abroad 
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for business or personal purposes. Two categories 
must be distinguished because they require differ-
ent treatment:

(a) all business related expenditure by business 
travellers are intermediate consumption;

(b) all other expenditure, whether by business trav-
ellers or other travellers, are household final 
consumption expenditure.

3.177 Imports and exports of services are recorded at the 
time at which they are rendered. This time coin-
cides with the time at which the services are pro-
duced. Imports of services are valued at purchas-
ers’ price and exports of services at basic prices.

Table 3.3 — The treatment of transportation of exported goods

Domestic territory Territory in-between Territory of importing country

1. resident carrier ⇒ 2. resident carrier ⇒ 3. resident carrier ⇒
4. non-resident carrier ⇒ 5. non-resident carrier ⇒ 6. non-resident carrier ⇒

Exports of goods (FOB) Exports of services Imports of goods (CIF/FOB) Imports of services

1. x — — —

2. — x — —

3. — x — —

4. x — — x

5. — — — —

6. — — — —

3.178 Explanation of how to read this table: the first part 
of this table indicates that there are six possibilities 
of transportation of exported goods, depending on 
whether the carrier is resident or not and depend-
ing on where the transport takes place: from a 
place on the domestic territory to the national 
border, from the national border to the border of 

the importing country or from the border of the 
importing country to a place within the importing 
country. In the second part of this table, for each 
of these six possibilities, it is indicated whether the 
transportation costs are to be recorded as exports 
of goods, exports of services, imports of goods or 
imports of services.

Table 3.4 — The treatment of transportation of imported goods

Domestic territory Territory in between Territory of exporting country

1. resident carrier ⇐ 2. resident carrier ⇐ 3. resident carrier ⇐
4. non-resident carrier ⇐ 5. non-resident carrier ⇐ 6. non-resident carrier ⇐

Valuation of 
imported goods

Imports of goods Imports of 
services

Exports of goods 
(FOB)

Exports of 
services

1. CIF/FOB — — — —

2. FOB
CIF

—
x

—
—

—
—

—
x

3. CIF/FOB x — — x

4. CIF/FOB — x — —

5. FOB
CIF

—
x

x
—

—
—

—
—

6. CIF/FOB x — — —
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3.179 Explanation of how to read this table: the first part 
of this table indicates that there are six possibili-
ties of transportation of imported goods, depend-
ing on whether the carrier is resident or not and 
depending on where the transport takes place: 
from a place in the exporting country to the bor-
der of this exporting country, from the border of 
the exporting country to the border of the import-
ing country and from the national border to a place 
on the domestic territory. In the second part of this 
table, for each of these six possibilities, it is indi-
cated whether the transportation costs are to be 
recorded as imports of goods, imports of services, 
exports of goods or exports of services. In some 
instances (cases 2 and 5), this recording depends 
on the valuation principle applied for imported 
goods. Note that the transition from valuation of 
imported goods at CIF to FOB consists of:

(a) CIF/FOB adjustment, i.e. from 2 CIF to 2 FOB 
(reduces total imports and exports);

(b) CIF/FOB reclassification, i.e. from 5 CIF 
to 5 FOB (leaves total imports and exports 
unchanged).

Transactions in existing goods

3.180 Definition: existing goods are goods that already 
have had a user (other than inventories).

3.181 Existing goods include:

(a) buildings and other fixed capital goods which 
have been sold by producer units to other units:

(1) to be reused as such;

(2) to be demolished or broken up; the resulting prod-
ucts becoming raw materials (e.g. scrap iron) used 
for the production of new goods (e.g. steel);

(b) valuables sold from one unit to another;

(c) consumer durables which have been sold by 
households to other units:

(1) to be reused as such;

(2) to be broken up and converted into demolition 
materials;

(d) non-durable goods (e.g. waste paper, rags, old 
clothes, old bottles, etc.) which have been sold 
by any unit, either to be used again or to become 
raw material for the manufacture of new goods.

The transfer of existing goods is recorded as a 
negative expenditure (acquisition) for the seller 
and a positive expenditure (acquisition) for the 
purchaser.

3.182 This definition of existing goods has the following 
consequences:

(a) when the sale of an existing fixed asset or valu-
able takes place between two resident produc-
ers, the positive and negative values recorded 
for gross fixed capital formation cancel out for 
the economy as a whole except for the costs of 
ownership transfer;

(b) when an existing immovable fixed asset (e.g. a 
building) is sold to a non-resident, the latter is 
treated as purchasing a financial asset, i.e. the 
equity of a notional resident unit. This notional 
resident unit is then deemed to purchase the 
fixed asset. The sale and purchase of the fixed 
asset take place between resident units;

(c) when an existing movable fixed asset, such as 
a ship or aircraft, is exported, no positive gross 
fixed capital formation is recorded in the econ-
omy to offset the seller’s negative gross fixed 
capital formation;

(d) durable goods, such as vehicles, may be clas-
sified as fixed assets or as consumer dura-
bles depending upon the owner and the pur-
pose for which they are used. If the ownership 
of such a good is transferred from an enter-
prise to a household to be used for final con-
sumption, negative gross fixed capital forma-
tion is recorded for the enterprise and positive 
consumption expenditure for the household. 
Where ownership of such a good is transferred 
from a household to an enterprise, for the 
household negative final consumption expend-
iture is recorded and for the enterprise positive 
gross fixed capital formation is recorded;

(e) transactions in existing valuables are to be 
recorded as the acquisition of a valuable (pos-
itive gross capital formation) by the purchaser 
and as the disposal of a valuable (negative 
gross capital formation) by the seller. In case 
of a transaction with the rest of the world, the 
import or export of a good is to be recorded. 
The sale of a valuable by a household is not 
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to be recorded as negative final consumption 
expenditure;

(f) when existing military durables are sold abroad 
by the government, this is recorded as an export 
of goods and as negative fixed capital formation 
by the government.

3.183 Transactions in existing goods are recorded at the 
time of change of ownership. The valuation prin-
ciples appropriate to the type of transactions in 
products involved are applied.

Acquisitions less disposals of non-
produced assets (NP)

3.184 Definition: non-produced assets consist of assets 
that have not been produced within the production 
boundary, and that may be used in the production 
of goods and services.

3.185 Three categories of acquisition less disposals of 
non-produced assets are distinguished:

(a) Acquisition less disposals of natural resources 
(NP.1);

(b) Acquisition less disposals of contracts, leases 
and licenses (NP.2);

(c) Purchases less sales of goodwill and marketing 
assets (NP.3).

3.186 Natural resources shall comprise the following 
categories:

(a) Land;

(b) Mineral and energy reserves;

(c) Non-cultivated biological resources;

(d) Water resources;

(e) Radio spectra;

(f) Other natural resources.

Natural resources exclude the produced asset cul-
tivated biological resources. The purchase or sale 
of cultivated biological resources is not recorded as 
acquisition less disposal of natural resources; it is 
recorded as fixed capital formation. Also, payments 
for the temporary use of natural resources are not 

recorded as acquisition of natural resources; they 
are recorded as rent, i.e. as property income (see 
Chapter 15: Contracts, leases and licences).

3.187 Land is defined as the ground itself, including soil 
covering and associated surface water. The associ-
ated surface water includes any inland waters (res-
ervoirs, lakes, rivers, etc.) over which ownership 
rights can be exercised.

3.188 The following items are not included under the 
heading of land:

(a) buildings or other structures on the land or 
through it (for example roads and tunnels);

(b) vineyards, orchards, or other plantations of 
trees and growing crops, etc.;

(c) subsoil assets;

(d) non-cultivated biological resources;

(e) water resources below the ground.

Items (a) and (b) are produced fixed assets, items 
(c), (d) and (e) are types of non-produced assets.

3.189 Acquisitions and disposals of land and other nat-
ural resources are valued at current market prices 
prevailing at the time the acquisitions/dispos-
als occur. Transactions in natural resources are 
recorded at the same value in the accounts of the 
purchaser and in those of the seller. This value 
excludes the costs of the transfer of ownership 
of the natural resource. These costs are treated as 
gross fixed capital formation.

3.190 Contracts, leases and licenses as non-produced 
assets consist of the following classes:

(a) marketable operating leases;

(b) permits to use natural resources, e.g. fishing 
quota;

(c) permits to undertake specific activities, e.g. 
emission permits and licences for a limited 
number of casinos or to operate taxis in a cer-
tain area;

(d) entitlements to future goods and services on 
an exclusive basis, e.g. a footballer’s contracts 
and a publisher’s exclusive right to publish new 
works by a named author.
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3.191 Contracts, leases and licenses as a category of non-
produced assets exclude the operating lease of 
such assets; payments for the operating lease are 
recorded as intermediate consumption.

The value of acquisitions and disposals of con-
tracts, leases and licences excludes the associated 
costs of ownership transfer. The costs of owner-
ship transfer are a component of gross fixed cap-
ital formation.

3.192 Definition: the value of goodwill and marketing 
assets is the difference between the value paid for 
an enterprise as a ‘going concern’ and the sum of 
its assets less the sum of its liabilities. To calculate 

the total value of assets less liabilities, each individ-
ual asset and liability is separately identified and 
valued.

3.193 Goodwill is only recorded when its value is evi-
denced by a market transaction, for example by 
the sale of the whole corporation. Where identi-
fied marketing assets are sold individually and sep-
arately from the whole corporation, such sale is 
recorded under this item.

3.194 Acquisitions less disposals of non-produced assets 
are recorded in the capital account of the sectors, 
the total economy and the rest of the world.
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CHAPTER 4

Distributive transactions
4.01 Definition: distributive transactions are transac-

tions whereby the value added generated by pro-
duction is distributed to labour, capital and gov-
ernment, and transactions redistributing income 
and wealth.

A distinction is drawn between current and capital 
transfers, with capital transfers redistributing sav-
ing or wealth, rather than income.

Compensation of employees (D.1)

4.02 Definition: compensation of employees (D.1) is 
defined as the total remuneration, in cash or in 
kind, payable by an employer to an employee 
in return for work done by the latter during an 
accounting period.

Compensation of employees is made up of the fol-
lowing components:

(a) wages and salaries (D.11):

— wages and salaries in cash,

— wages and salaries in kind;

(b) employers’ social contributions (D.12):

— employers’ actual social contributions (D.121):

— employers’ actual pension contributions 
(D.1211),

— employers’ actual non-pension contributions 
(D.1212),

— employers’ imputed social contributions (D.122):

— employers’ imputed pension contributions 
(D.1221),

— employers’ imputed non-pension contribu-
tions (D.1222).

Wages and salaries (D.11)

Wages and salaries in cash

4.03 Wages and salaries in cash include social contri-
butions, income taxes, and other payments pay-
able by the employee, including those withheld 
by the employer and paid directly to social insur-
ance schemes, tax authorities, etc. on behalf of the 
employee:

Wages and salaries in cash include the following 
kinds of remuneration:

(a) basic wages and salaries payable at regular 
intervals;

(b) enhanced payments, such as payments for 
overtime, night work, weekend work, disagree-
able or hazardous circumstances;

(c) cost of living allowances, local allowances and 
expatriation allowances;

(d) bonuses or other exceptional payments linked 
to the overall performance of the enterprise 
made under incentive schemes; bonuses based 
on productivity or profits, Christmas and New 
Year bonuses excluding employee social bene-
fits (see point (c) of paragraph 4.07); ‘13th to 
14th month’ pay also known as annual supple-
mentary pay;

(e) allowances for transport to and from work, 
excluding allowances or reimbursement of 
employees for travelling, separation, removal 
and entertainment expenses incurred in the 
course of their duties (see point (a) of para-
graph 4.07);

(f) holiday pay for official holidays or annual 
holidays;

(g) commissions, tips, attendance and directors’ 
fees paid to employees;
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(h) payments made by employers to their employ-
ees under saving schemes;

(i) exceptional payments to employees who leave 
the enterprise, where those payments are not 
linked to a collective agreement;

(j) housing allowances paid in cash by employers 
to their employees.

Wages and salaries in kind

4.04 Definition: wages and salaries in kind consist of 
goods and services, or other non-cash benefits, 
provided free of charge or at reduced prices by 
employers, that can be used by employees in their 
own time and at their own discretion, for the sat-
isfaction of their own needs or wants or those of 
other members of their households.

4.05 Examples of wages and salaries in kind are:

(a) meals and drinks, including those consumed 
when travelling on business but excluding spe-
cial meals or drinks necessitated by exceptional 
working conditions. Price reductions obtained 
in free or subsidised canteens, or obtained by 
luncheon vouchers, are included in wages and 
salaries in kind;

(b) own account and purchased housing or accom-
modation services of a type that can be used 
by all members of the household to which the 
employee belongs;

(c) uniforms or other forms of special clothing 
which employees choose to wear frequently 
outside of the workplace as well as at work;

(d) the services of vehicles or other durables pro-
vided for the personal use of employees;

(e) goods and services produced as outputs from 
the employer’s own processes of production, 
such as free travel for the employees of railways 
or airlines, free coal for miners, or free food for 
employees in agriculture;

(f) the provision of sports, recreation or holiday 
facilities for employees and their families;

(g) transportation to and from work, except when 
organised in the employer’s time; car parking 
when it would otherwise have to be paid for;

(h) child care for the children of employees;

(i) payments for the benefit of employees, made by 
employers to works councils or similar bodies;

(j) bonus shares distributed to employees;

(k) loans to employees at reduced rates of inter-
est. The value of this benefit is estimated as 
the amount the employee would have to pay 
if interest at market conditions were charged, 
less the amount of interest actually paid. The 
benefit is recorded in wages and salaries in the 
generation of income account, and the corre-
sponding imputed payment of interest from the 
employee to employer is recorded in the pri-
mary distribution of income account;

(l) stock options, when an employer gives an 
employee the option to buy stocks or shares at 
a specified price at a future date (see paragraphs 
4.168 to 4.178);

(m) incomes generated by non-observed activi-
ties in corporate sectors and transferred to the 
employees participating in such activities for 
their private use.

4.06 Goods and services given to employees as wages 
and salaries in kind are valued at basic prices 
when produced by the employer, and at pur-
chasers’ prices when purchased by the employer. 
When provided free, the whole value of the wages 
and salaries in kind is calculated according to the 
basic prices (or purchasers’ prices of the employer 
when purchased by the employer) of the goods and 
services in question. This value is reduced by the 
amount paid by the employee when the goods and 
services are given at reduced prices rather than free 
of charge.

4.07 Wages and salaries do not include the following:

(a) expenditure by employers necessary for the 
employers’ production process. Examples are 
the following:

(1) allowances or reimbursement of employees for 
travelling, separation, removal and entertainment 
expenses incurred in the course of their duties;

(2) expenditure on providing amenities at the place 
of work, medical examinations required because 
of the nature of the work and supplying working 
clothes which are worn for work;
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(3) accommodation services at the place of work of a 

kind which cannot be used by the households to 
which the employees belong, for example cabins, 
dormitories, workers’ hostels, and huts;

(4) special meals or drinks necessitated by exceptional 
working conditions;

(5) allowances paid to employees for the purchase 
of tools, equipment or special clothing needed 
for their work, or that part of their wages or sal-
aries which, under their contracts of employ-
ment, employees are required to devote to such 
purchases. To the extent that employees who are 
required by their contract of employment to pur-
chase tools, equipment, special clothing, etc., are 
not fully reimbursed, the remaining expenses they 
incur are deducted from the amounts they receive 
in wages and salaries and the employers’ interme-
diate consumption increased accordingly.

 Expenditure on goods and services that employ-
ers are obliged to provide to their employees 
in order for them to be able to carry out their 
work is treated as intermediate consumption by 
employers;

(b) The amounts of wages and salaries which 
employers pay to their employees temporar-
ily in the case of sickness, maternity, indus-
trial injury, disability, etc. Such payments are 
treated as other social insurance non-pen-
sion benefits (D.6222), with the same amounts 
recorded under employers’ imputed non-pen-
sion social contributions (D.1222);

(c) other employment-related social insurance 
benefits, in the form of children’s, spouses’, 
family, education or other allowances in respect 
of dependants, and in the form of the provision 
of free medical services (other than those neces-
sitated by the nature of the work) to employees 
or their families;

(d) taxes payable by the employer on the wage and 
salary bill — for example, a payroll tax. Such 
taxes payable by enterprises are assessed either 
as a proportion of the wages and salaries paid 
or as a fixed amount per person employed. 
They are treated as other taxes on production;

(e) payments to outworkers on piecework rates. 
When the income received by the outworker 
is a function of the value of the outputs from 
some process of production for which that per-
son is responsible, however much or little work 

was put in, this kind of remuneration implies 
that the worker is self-employed.

Employers’ social contributions (D.12)

4.08 Definition: employers’ social contributions are 
social contributions payable by employers to social 
security schemes or other employment-related 
social insurance schemes to secure social benefits 
for their employees.

An amount equal to the value of the social contri-
butions incurred by employers in order to secure 
for their employees the entitlement to social ben-
efits is recorded under compensation of employ-
ees. Employers’ social contributions may be either 
actual or imputed.

Employers’ actual social contributions (D.121)

4.09 Definition: employers’ actual social contributions 
(D.121) consist of the payments made by employ-
ers for the benefit of their employees to insur-
ers (social security and other employment-related 
social insurance schemes). Such payments cover 
statutory, conventional, contractual and voluntary 
contributions in respect of insurance against social 
risks or needs.

Although paid directly by employers to the insur-
ers, such employers’ contributions are treated as a 
component of the compensation of employees. The 
employees are then recorded as paying the contri-
butions to the insurers.

Employers’ actual social contributions are com-
prised of two categories, the contributions related 
to pensions and the contributions for other bene-
fits, which are recorded separately under the fol-
lowing headings:

(a) Employers’ actual pension contributions 
(D.1211);

(b) Employers’ actual non-pension contributions 
(D.1212).

Employers’ actual non-pension contributions cor-
respond to contributions related to social risks and 
needs other than pensions, such as sickness, mater-
nity, industrial injury, disability, redundancy, etc. 
of their employees.
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Employers’ imputed social contributions (D.122)

4.10 Definition: employers’ imputed social contribu-
tions (D.122) represents the counterpart to other 
social insurance benefits (D.622) (less eventual 
employees’ social contributions) paid directly by 
employers to their employees or former employ-
ees and other eligible persons without involving an 
insurance enterprise or autonomous pension fund, 
and without creating a special fund or segregated 
reserve for the purpose.

Employers’ imputed social contributions are 
divided into two categories:

(a) Employers’ imputed pension contributions 
(D.1221)

 Social insurance schemes in respect of pensions 
are classified as defined contribution schemes 
or defined benefit schemes.

 A defined contribution scheme is one where the 
benefits are determined by the contributions 
made to the scheme and the return from the 
investment of the funds. At the time of retire-
ment, it is the employee that takes on all risks 
regarding benefits payable. For such schemes 
there are no imputed contributions unless 
the employer operates the scheme himself. In 
that case, the costs of operating the scheme 
are treated as an imputed contribution pay-
able to the employee as part of compensation 
of employees. This amount is also recorded as 
final consumption expenditure by households 
on financial services.

 A defined benefit scheme is one where benefits 
payable to the members are determined by the 
rules of the scheme, i.e. by the use of a formula 
to determine the payment or a minimum pay-
ment. In a typical defined benefit scheme, both 
employer and employee make contributions, 
with the employee contribution compulsory, 
being a percentage of current salary. The costs 
of meeting the quoted benefits are the respon-
sibility of the employer. It is the employer who 
takes the risk for providing the benefits.

 Under a defined benefit scheme, there is an 
imputed contribution by the employer calcu-
lated according to the following calculation:

 The imputed contribution by the employer is 
equal to

 the increase in benefit due to current period of 
employment

less the sum of the employer’s actual contribution,

less the sum of any contribution by the employee,

plus the costs of operating the scheme.

 Some schemes may be expressed as non-con-
tributory because no actual contributions are 
made by either the employer or employee. 
Nevertheless, an imputed contribution by the 
employer is calculated and imputed as just 
described.

 Where pension entitlements of schemes for 
government employees are not recorded in 
the core accounts, the government employers’ 
imputed pension contributions are to be esti-
mated on the basis of actuarial calculations. 
Where the actuarial calculations cannot obtain 
a sufficient level of reliability, and in such cases 
only, two other approaches are possible to esti-
mate government employers’ imputed pension 
contributions as follows:

(1) on the basis of a reasonable percentage of wages 
and salaries paid to current employees; or

(2) as equal to the difference between current benefits 
payable and actual contributions payable (by both 
employees and government as employer).

(b) Employers’ imputed non-pension contribu-
tions (D.1222)

 The fact that certain social benefits are paid 
directly by employers, and not through the 
medium of social security funds or other insur-
ers, does not prevent them from being recorded 
as social welfare benefits. Since the costs of such 
benefits form part of employers’ labour costs, 
they are also included in the compensation of 
employees. Remuneration is therefore imputed 
for such employees equal in value to the amount 
of social contributions that is needed to secure 
the entitlements to the social benefits that they 
accumulate. Such amounts take into account 
any actual contributions made by the employer 
or employee and depend not only on the lev-
els of the benefits currently payable but also on 
the ways in which employers’ liabilities under 
such schemes are likely to evolve in the future 
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as a result of factors such as expected changes 
in the numbers, age distribution and life expec-
tancies of their present and previous employ-
ees. The values imputed for the contributions 
are based on the same kind of actuarial calcu-
lations that determine the levels of premiums 
charged by insurance enterprises.

 In practice, however, it may be difficult to cal-
culate precisely the amounts of such imputed 
contributions. The employer may make esti-
mates itself, perhaps on the basis of the con-
tributions paid into similar funded schemes, 
in order to calculate its likely liabilities in the 
future, and such estimates may be used when 
available. Another acceptable method is to use 
a reasonable percentage of wages and sala-
ries paid to current employees. Otherwise, the 
only practical alternative is to use the unfunded 
non-pension benefits payable by the employer 
during the same accounting period as an esti-
mate of the imputed remuneration that would 
be needed to cover the imputed contributions. 
The benefits actually paid in the current period 
provide an acceptable estimate of the contribu-
tions and associated imputed remuneration.

4.11 In the accounts of the sectors, the costs of direct 
social benefits appear firstly among uses in the gen-
eration of income account, as a component of the 
compensation of employees, and secondly among 
uses in the secondary distribution of income 
account, as social benefits. In order to balance the 
latter account, it is assumed that the households of 
employees pay back to the employers’ sectors the 
employers’ imputed social contributions, which 
finance, together with eventual employees’ social 
contributions, the direct social welfare benefits 
provided to them by those same employers. This 
notional circuit is similar to that for employers’ 
actual social contributions, which pass through the 
accounts of households and are then deemed to be 
paid by them to the insurers.

4.12 Time of recording of compensation of employees:

(a) wages and salaries (D.11) are recorded in 
the period during which the work is done. 
However, ad hoc bonuses or other exceptional 
payments such as 13th month payments are 
recorded when they are due to be paid. The time 
of recording of stock options is spread over 

the period between the grant date and vesting 
date. If the data are inadequate, the value of the 
option is recorded at vesting date;

(b) employers’ actual social contributions (D.121) 
are recorded in the period during which the 
work is done;

(c) employers’ imputed social contributions 
(D.122) are recorded according to following 
categories:

(1) Those representing the counterpart of compulsory 
direct social benefits are recorded in the period 
during which the work is done;

(2) Those representing the counterpart of voluntary 
direct social benefits are recorded at the time these 
benefits are provided.

4.13 The compensation of employees consists of the fol-
lowing components:

(a) the compensation of resident employees by res-
ident employers;

(b) the compensation of resident employees by 
non-resident employers;

(c) the compensation of non-resident employees 
by resident employers.

The items listed in points (a) to (c) are recorded as 
follows:

(1) the compensation of resident and non-resi-
dent employees by resident employers groups 
together the items listed in points (a) and (c) 
and is recorded as uses in the generation of 
income account of the sectors and industries to 
which the employers belong;

(2) the compensation of resident employees by 
resident and non-resident employers groups 
together the items listed in points (a) and (b) 
and is recorded as resources in the allocation of 
primary income account of households;

(3) for the item referred to in point (b), compen-
sation of resident employees by non-resident 
employers is recorded as uses in the exter-
nal account of primary incomes and current 
transfers;

(4) for the item referred to in point (c), compen-
sation of non-resident employees by resi-
dent employers, is recorded as resources in the 
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external account of primary incomes and cur-
rent transfers.

Taxes on production and imports (D.2)

4.14 Definition: taxes on production and imports (D.2) 
consist of compulsory, unrequited payments, in 
cash or in kind, which are levied by general gov-
ernment, or by the institutions of the European 
Union, in respect of the production and impor-
tation of goods and services, the employment of 
labour, the ownership or use of land, buildings or 
other assets used in production. Such taxes are pay-
able irrespective of profits made.

4.15 Taxes on production and imports are comprised of 
the following components:

(a) taxes on products (D.21):

(1) value added type taxes (VAT) (D.211);

(2) taxes and duties on imports excluding VAT 
(D.212);

— import duties (D.2121),

— taxes on imports excluding VAT and duties 
(D.2122);

(3) taxes on products, except VAT and import taxes 
(D.214);

(b) other taxes on production (D.29).

Taxes on products (D.21)

4.16 Definition: taxes on products (D.21) are taxes 
that are payable per unit of a given good or ser-
vice produced or transacted. The tax may be a spe-
cific amount of money per unit of quantity of a 
good or service, or it may be calculated as a speci-
fied percentage of the price per unit or value of the 
goods and services produced or transacted. Taxes 
assessed on a product, irrespective of which insti-
tutional unit pays the tax, are included in taxes 
on products, unless specifically included under 
another heading.

Value added type taxes (VAT) (D.211)

4.17 Definition: a value added type tax (VAT) is a tax on 
goods or services collected in stages by enterprises 
and which is ultimately charged in full to the final 
purchaser.

This heading comprises the value added tax which 
is collected by general government and which is 
applied to national and imported products, as 
well as other deductible taxes applied under sim-
ilar rules to those governing VAT. All value added 
type taxes are hereinafter referred to as: VAT. The 
common feature of VAT is that producers are 
obliged to pay to the government only the differ-
ence between the VAT on their sales and the VAT 
on their purchases for intermediate consumption 
and gross fixed capital formation.

VAT is recorded net in the sense that:

(a) outputs of goods and services and imports are 
valued excluding invoiced VAT;

(b) purchases of goods and services are recorded 
inclusive of non-deductible VAT. VAT is 
recorded as being borne by purchasers, not sell-
ers, and then only by those purchasers who are 
not able to deduct it. The greater part of VAT is 
recorded as being paid on final uses, mainly on 
household consumption.

For the total economy, VAT is equal to the differ-
ence between total invoiced VAT and total deduct-
ible VAT (see paragraph 4.27).

Taxes and duties on imports excluding VAT (D.212)

4.18 Definition: taxes and duties on imports excluding 
VAT (D.212) comprise compulsory payments lev-
ied by general government or the institutions of 
the European Union on imported goods, excluding 
VAT, in order to admit them to free circulation on 
the economic territory, and on services provided to 
resident units by non-resident units.

The compulsory payments include:

(a) import duties (D.2121): these consist of cus-
toms duties, or other import charges, paya-
ble according to customs tariff schedules on 
goods of a particular type when they enter for 
use in the economic territory of the country of 
utilisation;

(b) taxes on imports, excluding VAT and import 
duties (D.2122).

This heading includes:
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(1) levies on imported agricultural products;

(2) monetary compensatory amounts levied on 
imports;

(3) excise duties and special taxes on certain 
imported products, provided such duties and 
taxes on similar products of domestic origin are 
paid by the producer branch itself;

(4) general sales taxes payable on imports of goods 
and services;

(5) taxes on specific services provided by non-res-
ident enterprises to resident units within the 
economic territory;

(6) profits of public enterprises exercising a 
monopoly over the imports of some goods or 
services, which are transferred to the state.

Net taxes and duties on imports excluding VAT are 
calculated by deducting import subsidies (D.311) 
from taxes and duties on imports excluding VAT 
(D.212).

Taxes on products, except VAT and import taxes 
(D.214)

4.19 Definition: taxes on products, except VAT and 
import taxes (D.214) consist of taxes on goods and 
services that become payable as a result of the pro-
duction, export, sale, transfer, leasing or delivery of 
those goods or services, or as a result of their use 
for own consumption or own capital formation.

4.20 This heading includes, in particular:

(a) excise duties and consumption taxes (other 
than those included in taxes and duties on 
imports);

(b) stamp taxes on the sale of specific products, 
such as alcoholic beverages or tobacco, and on 
legal documents or cheques;

(c) taxes on financial and capital transactions, 
payable on the purchase or sale of non-finan-
cial and financial assets, including foreign 
exchange. They become payable when the own-
ership of land or other assets changes, except as 
a result of capital transfers (mainly inheritances 
and gifts). They are treated as taxes on the ser-
vices of intermediaries;

(d) car registration taxes;

(e) taxes on entertainment;

(f) taxes on lotteries, gambling and betting, other 
than those on winnings;

(g) taxes on insurance premiums;

(h) other taxes on specific services: hotels or lodg-
ing, housing services, restaurants, transporta-
tion, communication, advertising;

(i) general sales or turnover taxes (excluding 
VAT type taxes): these include manufacturers’ 
wholesale and retail sales taxes, purchase taxes, 
turnover taxes;

(j) profits of fiscal monopolies which are trans-
ferred to the state, except those exercising a 
monopoly over the imports of a given good or 
service (included in D.2122). Fiscal monopolies 
are public enterprises which have been granted 
a legal monopoly over the production or distri-
bution of a particular kind of good or service in 
order to raise revenue and not in order to fur-
ther the interests of public economic or social 
policy. When a public enterprise is granted 
monopoly powers as a matter of deliberate eco-
nomic or social policy because of the special 
nature of the good or service or the technol-
ogy of production — for example, public util-
ities, post offices and telecommunications, rail-
ways and so on — it is not considered as a fiscal 
monopoly;

(k) export duties and monetary compensatory 
amounts collected on exports.

4.21 Net taxes on products are obtained by deducting 
subsidies on products (D.31) from taxes on prod-
ucts (D.21).

Other taxes on production (D.29)

4.22 Definition: other taxes on production (D.29) con-
sist of all taxes that enterprises incur as a result of 
engaging in production, independent of the quan-
tity or value of the goods and services produced or 
sold.

Other taxes on production may be payable on 
the land, fixed assets or labour employed in the 
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production process or on certain activities or 
transactions.

4.23 Other taxes on production (D.29) include the 
following:

(a) taxes on the ownership or use of land, build-
ings, or other structures utilised by enterprises 
in production (including owner-occupiers of 
dwellings);

(b) taxes on the use of fixed assets (for example 
vehicles, machinery and equipment) for pur-
poses of production, irrespective of the assets 
being owned or rented;

(c) taxes on the total wage bill and payroll taxes;

(d) taxes on international transactions (for exam-
ple travel abroad, foreign remittances, or sim-
ilar transactions with non-residents) for pur-
poses of production;

(e) taxes paid by enterprises for business and pro-
fessional licences, if those licences are granted 
automatically on payment of the amounts 
due. In this case, it is likely that they are sim-
ply a means of raising revenue, even though 
the government may provide a certificate, or 
authorisation, in return. However, if the gov-
ernment uses the issue of licences to exercise 
some proper regulatory function, for exam-
ple, when the government carries out checks on 
the suitability or safety of the business prem-
ises, on the reliability or safety of the equipment 
employed, on the professional competence of 
the staff employed, or on the quality or stand-
ard of goods or services produced as a condi-
tion for granting such a licence, the payments 
are treated as purchases of services rendered, 
unless the amounts charged for the licences are 
out of all proportion to the costs of the checks 
carried out by the government;

(f) taxes on pollution resulting from produc-
tion activities. These consist of taxes levied on 
the emission or discharge into the environ-
ment of noxious gases, liquids or other harm-
ful substances. They do not include payments 
made for the collection and disposal of waste 
or noxious substances by public authorities, 
which constitute intermediate consumption of 
enterprises;

(g) under-compensation of VAT resulting from 
the flat-rate system, frequently found in 
agriculture.

4.24 Other taxes on production exclude taxes on the 
personal use of vehicles etc. by households, which 
are recorded under current taxes on income, 
wealth, etc.

Taxes on production and imports paid to 
the institutions of the European Union

4.25 The taxes on production and imports paid to the 
institutions of the European Union include the fol-
lowing taxes collected by national governments on 
behalf of the institutions of the European Union: 
receipts from the common agricultural policy: 
levies on imported agricultural products, mon-
etary compensatory amounts levied on exports 
and imports, sugar production levies and the tax 
on isoglucose, co-responsibility taxes on milk and 
cereals; receipts from trade with third countries: 
customs duties levied on the basis of the Integrated 
Tariff of the European Communities (TARIC). 

The taxes on production and imports paid to 
the Institutions of the European Union do not 
include the VAT-based third own resource which 
is included in other current transfers under the 
heading ‘VAT- and GNI-based EU own resources’ 
(D.76) (see paragraph 4.140).

Taxes on production and imports: time of 
recording and amounts to be recorded

4.26 Recording of taxes on production and imports: 
taxes on production and imports are recorded 
when the activities, transactions or other events 
occur which create the liabilities to pay taxes.

4.27 Some economic activities, transactions or events, 
which generate an obligation to pay taxes, escape 
the notice of the tax authorities. Such activities, 
transactions or events do not give rise to finan-
cial assets or liabilities in the form of payables or 
receivables. The amounts recorded are only those 
evidenced by tax assessments, declarations or other 
instruments which create liabilities in the form of 
obligations to pay on the part of taxpayers. No 
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imputations are made for taxes not evidenced by 
tax assessments.

Taxes recorded in the accounts are derived from 
two sources: amounts evidenced by assessments 
and declarations or cash receipts.

(a) If assessments and declarations are used, the 
amounts shall be adjusted by a coefficient 
reflecting assessed and declared amounts never 
collected. An alternative treatment is that a 
capital transfer (D.995), as described in point 
(j) of paragraph 4.165, to the relevant sectors 
is recorded equal to the same adjustment. The 
coefficients shall be estimated on the basis of 
past experience and current expectations in 
respect of assessed and declared amounts never 
collected. They shall be specific to different 
types of taxes.

(b) If cash receipts are used, they shall be time-
adjusted so that the cash is attributed when the 
activity took place to generate the tax liability. 
This adjustment is based on the average time 
difference between the activity and cash tax 
receipt.

4.28 The total value of the taxes recorded includes 
interest charged on arrears of taxes due and fines 
imposed by taxation authorities where such inter-
est and fines are not separately identifiable. The 
total value of taxes includes charges imposed in 
connection with the collection or recovery of taxes 
outstanding. The total value is reduced by the 
amount of any tax rebates made by general govern-
ment as a matter of economic policy and any tax 
refunds made as a result of over-payments.

4.29 In the system of accounts, taxes on production and 
imports (D.2) are recorded as follows:

(a) on the uses side, in the generation of income 
account of the total economy;

(b) on the resources side, in the allocation of pri-
mary income account of the general govern-
ment sector and in the external account of pri-
mary incomes and current transfers.

Taxes on products are recorded as resources in the 
goods and services account of the total economy. 
This enables the resources of goods and services 
— valued exclusive of taxes on products — to be 

balanced with the uses, which are valued inclusive 
of such taxes.

Other taxes on production (D.29) are recorded as 
uses in the generation of income accounts of the 
industries or sectors which pay them.

Subsidies (D.3)

4.30 Definition: subsidies (D.3) are current unrequited 
payments which general government or the insti-
tutions of the European Union make to resident 
producers.

The following are examples of the objectives of giv-
ing subsidies:

(a) influencing levels of production;

(b) influencing the prices of products; or

(c) influencing the remuneration of the factors of 
production.

Non-market producers can receive other subsidies 
on production only if those payments depend on 
general regulations applicable to both market and 
non-market producers.

Subsidies on products are not recorded in non-
market output (P.13).

4.31 Subsidies granted by the institutions of the 
European Union cover only current transfers made 
directly by them to resident producer units.

4.32 Subsidies are classified into:

(a) subsidies on products (D.31):

(1) import subsidies (D.311);

(2) other subsidies on products (D.319);

(b) other subsidies on production (D.39).

Subsidies on products (D.31)

4.33 Definition: subsidies on products (D.31) are subsi-
dies payable per unit of a good or service produced 
or imported.

The amount of subsidies on products can be speci-
fied in the following ways:
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(a) a specific amount of money per unit of quantity 
of a good or service;

(b) a specified percentage of the price per unit;

(c) the difference between a specified target price 
and the market price paid by a buyer.

A subsidy on a product usually becomes paya-
ble when the good is produced, sold or imported, 
but it may also be payable in other circumstances 
such as when a good is transferred, leased, deliv-
ered or used for own consumption or own capi-
tal formation.

Subsidies on products only apply to market output 
(P.11) or to output for own final use (P.12).

Import subsidies (D.311)

4.34 Definition: import subsidies (D.311) consists of 
subsidies on goods and services that become paya-
ble when the goods cross the frontier for use in the 
economic territory or when the services are deliv-
ered to resident institutional units.

Import subsidies include losses incurred as a mat-
ter of deliberate government policy by government 
trading organisations whose function is to pur-
chase products from non-residents and then sell 
them at lower prices to residents.

Other subsidies on products (D.319)

4.35 Other subsidies on products (D.319) include the 
following:

(a) subsidies on products used domestically: these 
consist of subsidies payable to resident produc-
ers in respect of their production which is used 
or consumed within the economic territory;

(b) losses of government trading organisations 
whose function is to buy the products of res-
ident producers and then sell them at lower 
prices to residents or non-residents, when they 
are incurred as a matter of deliberate govern-
ment economic or social policy;

(c) subsidies to public corporations and quasi-cor-
porations to compensate for persistent losses 
which they incur on their productive activities 
as a result of charging prices which are lower 

than their average costs of production as a mat-
ter of deliberate government or European eco-
nomic and social policy;

(d) direct subsidies on exports payable directly to 
resident producers when the goods leave the 
economic territory or the services are provided 
to non-residents — except repayments at the 
customs frontier of taxes on products previ-
ously paid and waiving of the taxes that would 
be due if the goods were to be sold or used 
inside the economic territory.

Other subsidies on production (D.39)

4.36 Definition: other subsidies on production (D.39) 
consist of subsidies except subsidies on products 
which resident producer units may receive as a 
consequence of engaging in production.

For their non-market output, non-market pro-
ducers can receive other subsidies on production 
only if those payments from general government 
depend on general regulations applicable to mar-
ket and non-market producers as well.

4.37 Other subsidies on production (D.39) include the 
following examples:

(a) subsidies on payroll or work force i.e. subsidies 
payable on the total wage or salary bill, or total 
work force, or on the employment of particu-
lar types of persons such as physically hand-
icapped persons or persons who have been 
unemployed for long periods, or on the costs 
of training schemes organised or financed by 
enterprises;

(b) subsidies to reduce pollution: these consist of 
current subsidies intended to cover some or 
all of the costs of additional processing under-
taken to reduce or eliminate the discharge of 
pollutants into the environment;

(c) grants for interest relief made to resident pro-
ducer units, even when they are intended to 
encourage capital formation. When a grant 
serves the dual purpose of financing both the 
amortisation of the debt and the payment of 
interest on it, and when it is not possible to 
apportion it between two elements, the whole 
of the grant is treated as an investment grant. 
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Grants for interest relief are current transfers 
designed to lighten producers’ operating costs. 
They are treated in the accounts as subsidies to 
the producers benefiting from them, even when 
the difference in the interest is paid directly by 
the government to the credit institution grant-
ing the loan;

(d) over-compensation of VAT resulting from the 
flat-rate system, often for example found in 
agriculture.

4.38 The following are not treated as subsidies (D.3):

(a) current transfers from general government 
to households in their capacity as consumers. 
These are treated either as social benefits (D.62 
or D.63) or as miscellaneous current transfers 
(D.75);

(b) current transfers between different parts of gen-
eral government in their capacity as producers 
of non-market goods and services, except other 
subsidies on production (D.39). Current trans-
fers are recorded as current transfers within 
general government (D.73);

(c) investment grants (D.92);

(d) extraordinary payments into social insurance 
funds, in so far as such payments are designed 
to increase the actuarial reserves of these funds. 
Such payments are recorded as other capital 
transfers (D.99);

(e) transfers made by general government to non-
financial corporations and quasi-corporations 
to cover losses accumulated over several finan-
cial years, or exceptional losses due to factors 
outside the control of the enterprise, which are 
recorded as other capital transfers (D.99);

(f) the cancellation of debts which producer units 
have incurred towards the government (result-
ing, for example, from loans advanced by a gov-
ernment agency to a non-financial enterprise 
which has accumulated trading losses over 
several financial years). Such transactions are 
treated in the accounts as other capital trans-
fers (D.99);

(g) payments made by general government or by 
the rest of the world for damage to, or losses 
of, capital goods as a result of acts of war, other 

political events or national disasters. They are 
recorded as other capital transfers (D.99);

(h) shares and other equities in corporate enter-
prises purchased by general government, which 
are shown under the heading equity and invest-
ment fund shares (AF.5);

(i) payments made by a general government 
agency which has assumed responsibility for 
abnormal pension charges affecting a pub-
lic enterprise. These payments are recorded as 
miscellaneous current transfers (D.75);

(j) payments made by general government to mar-
ket producers to pay entirely, or in part, for 
goods and services that those market produc-
ers provide directly and individually to house-
holds in the context of social risks or needs (see 
paragraph 4.84), and to which the households 
have a right. These payments are included in 
individual consumption expenditure of gen-
eral government (P.31) and subsequently in 
social transfers in kind — market production 
purchased by government and NPISHs (D.632) 
and actual individual consumption of house-
holds (P.41).

4.39 Time of recording: subsidies (D.3) are recorded 
when the transaction or the event (production, 
sale, import, etc.) which gives rise to the subsidy 
occurs.

Particular cases are the following:

(a) subsidies which take the form of the difference 
between the purchase price and the selling price 
charged by a government trading agency are 
recorded at the time the goods are bought by 
the agency;

(b) subsidies intended to cover a loss incurred by 
a producer are recorded at the time the general 
government agency decides to cover the loss.

4.40 Subsidies (D.3) are recorded as:

(a) negative uses in the generation of income 
account of the total economy;

(b) negative resources in the allocation of primary 
income account of the general government 
sector and in the external account of primary 
incomes and current transfers.
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Subsidies on products are recorded as negative 
resources in the goods and services account of the 
total economy.

Other subsidies on production (D.39) are recorded 
as resources in the generation of income accounts 
of the industries or sectors which receive them.

Consequences of a system of multiple exchange 
rates on taxes on production and imports and on 
subsidies: multiple exchange rates are not currently 
applicable among the Member States. In such a 
system:

(a) implicit taxes on imports are treated as taxes 
on imports excluding VAT and import duties 
(D.2122);

(b) implicit taxes on exports are treated as taxes 
on products, except VAT and import taxes 
(D.214);

(c) implicit subsidies on imports are treated as 
import subsidies (D.311);

(d) implicit subsidies on exports are treated as 
other subsidies on products (D.319).

Property income (D.4)

4.41 Definition: property income (D.4) accrues when 
the owners of financial assets and natural resources 
put them at the disposal of other institutional units. 
The income payable for the use of financial assets is 
called investment income, while that payable for 
the use of a natural resource is called rent. Property 
income is the sum of investment income and rent.

Property incomes are classified as follows:

(a) interest (D.41);

(b) distributed income of corporations (D.42):

(1) dividends (D.421);

(2) withdrawals from income of quasi-corporations 
(D.422);

(c) reinvested earnings on foreign direct invest-
ment (D.43);

(d) other investment income (D.44):

(1) investment income attributable to insurance pol-
icy holders (D.441);

(2) investment income payable on pension entitle-
ments (D.442);

(3) investment income attributable to collective 
investment fund shareholders (D.443);

(e) rents (D.45).

Interest (D.41)

4.42 Definition: interest (D.41) is property income 
receivable by the owners of a financial asset for put-
ting it at the disposal of another institutional unit. 
It applies to the following financial assets:

(a) deposits (AF.2);

(b) debt securities (AF.3);

(c) loans (AF.4);

(d) other accounts receivable (AF.8).

Income on SDR holdings and allocations and on 
unallocated gold accounts is treated as interest. The 
financial assets giving rise to interest are claims of 
creditors over debtors. Creditors lend funds to 
debtors that lead to the creation of one or other of 
the financial instruments listed above.

Interest on deposits and loans

4.43 The amounts of interest on loans and depos-
its payable to and receivable from financial insti-
tutions include an adjustment for a margin that 
represents an implicit payment for the services 
provided by the financial institutions in provid-
ing loans and accepting deposits. The payment or 
receipt is divided into the service part and into the 
national accounts concept of interest. The actual 
payments or receipts to or from financial institu-
tions, described as bank interest, need to be par-
titioned so that the national accounts concept of 
interest and the service charges may be recorded 
separately. The amounts of national accounts 
interest paid by borrowers to financial institu-
tions is less than bank interest by the estimated val-
ues of the charges payable, while the amounts of 
national accounts interest receivable by depositors 
is higher than bank interest by the amount of the 
service charge payable. The values of the charges 
are recorded as sales of services in the production 
accounts of financial institutions and as uses in the 
accounts of their customers.
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Interest on debt securities

4.44 Interest on debt securities comprise interest on 
bills and similar short-term instruments, and inter-
est on bonds and debentures.

Interest on bills and similar short-term instruments

4.45 The difference between the face value and the price 
paid at the time of issue (i.e. the discount) is a 
measure of the interest payable over the life of the 
bill. The increase in the value of a bill due to the 
accumulation of accrued interest does not consti-
tute a holding gain because it is due to an increase 
in the principal outstanding and not a change in 
the price of the asset. Other changes in the value of 
the bill are treated as holding gains/losses.

Interest on bonds and debentures

4.46 Bonds and debentures are long-term securities 
that give the holder the unconditional right to a 
fixed or contractually determined variable money 
income in the form of coupon payments, or to a 
stated fixed sum on a specified date or dates when 
the security is redeemed, or both of these terms.

(a) zero-coupon bonds: there are no coupon pay-
ments. The interest based on the difference 
between the redemption price and the issue 
price has to be distributed over the years to 
the maturity of the bond. The interest accruing 
each year is reinvested in the bond by its holder, 
thus counterpart entries equal to the value of 
the accrued interest are recorded in the finan-
cial account as the acquisition of more bond by 
the holder and as a further issue of more bond 
by the issuer or debtor (i.e. as a growth in the 
‘volume’ of the original bond);

(b) other bonds, including deep-discounted bonds. 
The interest has two components:

(1) the amount of the money income receivable from 
coupon payments each period;

(2) the amount of interest accruing each period attrib-
utable to the difference between the redemption 
price and the issue price, calculated in the same 
way as for zero-coupon bonds;

(c) index-linked securities:

(1) the amounts of the coupon payments and/or the 
principal outstanding are linked to a general price 

index. The change in the value of the principal out-
standing between the beginning and the end of a 
particular accounting period due to the movement 
in the relevant index is treated as interest accruing 
in that period, in addition to any interest due for 
payment in that period;

(2) the amounts to be paid at maturity are linked to a 
narrow index that includes a holding gain motive. 
Interest accruals are to be determined by fixing the 
rate of accrual at the time of issue. Accordingly, 
interest is the difference between the issue price 
and the market expectation, at inception, of all 
payments that the debtor will have to make; this 
amount is recorded as interest accruing over the 
life of the instrument. This approach records as 
income the yield-to-maturity at issuance, which 
incorporates the results of the indexation that are 
foreseen at the moment the instrument was cre-
ated. Any deviation of the underlying index from 
the originally expected path leads to holding gains 
or losses which will not normally cancel out over 
the life of the instrument.

The interest accruing as a result of the indexing is effec-
tively reinvested in the security and must be recorded in 
the financial accounts of the holder and issuer.

Interest rate swaps and forward rate agreements

4.47 Payment resulting from any kind of swap arrange-
ment is recorded as a transaction in financial deriv-
atives in the financial account, and not as interest 
recorded as property income. Transactions under 
forward rate agreements are recorded as trans-
actions in financial derivatives in the financial 
account, and not recorded as property income.

Interest on financial leases

4.48 A financial lease is a method of financing for exam-
ple the purchase of machinery and equipment. The 
lessor purchases the equipment and the lessee con-
tracts to pay rentals which enable the lessor, over 
the period of the contract, to recover his costs 
including the interest foregone on the money used 
to purchase the equipment.

The lessor is treated as making a loan to the les-
see equal to the value of the purchaser’s price paid 
for the asset, this loan being repaid over the period 
of the lease. The rental paid each period by the 
lessee is therefore treated as having two compo-
nents: a repayment of principal and a payment of 
interest. The rate of interest on the imputed loan 
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is determined by the total amount paid in rentals 
over the life of the lease in relationship to the pur-
chaser’s price of the asset. The share of the rental 
that represents interest declines over the dura-
tion of the lease as the principal is repaid. The ini-
tial loan by the lessee, together with the subsequent 
repayments of principal, is recorded in the finan-
cial accounts of the lessor and lessee. The interest 
payments are recorded as interest in the primary 
distribution of income account.

Other interest

4.49 Other interest comprises the following:

(a) interest charged on bank overdrafts;

(b) extra interest paid on deposits left longer than 
originally agreed; and

(c) payments determined by lottery, to bond 
holders.

Time of recording

4.50 Interest is recorded on an accrual basis, that is, 
interest is recorded as accruing continuously over 
time to the creditor on the amount of principal out-
standing. The interest accruing in each accounting 
period must be recorded whether or not it is actu-
ally paid or added to the principal outstanding. 
When it is not paid, the increase in the principal 
is recorded in the financial account as an acquisi-
tion of a financial asset by the creditor and an equal 
acquisition of a liability by the debtor.

4.51 Interest is recorded before the deduction of taxes 
levied on it. Interest received and paid is recorded 
inclusive of grants for interest relief, irrespective 
of whether those grants are directly paid to finan-
cial institutions, or to beneficiaries (see paragraph 
4.37). 

The value of the services provided by financial 
intermediaries being allocated among different 
customers, the actual payments or receipts of inter-
est to or from financial intermediaries are adjusted 
to eliminate the margins that represent the implicit 
charges made by financial intermediaries. The 
amounts of interest paid by borrowers to financial 
intermediaries must be reduced by the estimated 
values of the charges payable, and on the contrary 

the amounts of interest receivable by depositors 
must be increased. The values of the charges are 
treated as payments for services rendered by finan-
cial intermediaries to their customers and not as 
payments of interest.

4.52 In the system of accounts, interest is recorded as:

(a) resources and uses in the allocation of primary 
income account of the sectors;

(b) resources and uses in the rest of the world 
account of primary incomes and current 
transfers.

Distributed income of corporations (D.42)

Dividends (D.421)

4.53 Definition: dividends (D.421) are a form of prop-
erty income to which owners of shares (AF.5) 
become entitled as a result of, for example, placing 
funds at the disposal of corporations.

Raising equity capital through the issue of shares is 
a way of raising funds. In contrast to loan capital, 
equity capital does not give rise to a liability that 
is fixed in monetary terms and it does not entitle 
the holders of shares of a corporation to a fixed or 
predetermined income. Dividends are all distribu-
tions of profits by corporations to their sharehold-
ers or owners.

4.54 Dividends also include:

(a) shares issued to shareholders in payment of the 
dividend for the financial year. Issues of bonus 
shares, which represent the capitalisation of 
own funds in the form of reserves and undis-
tributed profits and give rise to new shares to 
shareholders in proportion for their holdings, 
are not included;

(b) the income paid to general government by pub-
lic enterprises which are recognised as inde-
pendent legal entities not constituted as corpo-
rate enterprises;

(c) incomes generated by non-observed activities 
and transferred to the owners of corporations 
who participate in such activities for their pri-
vate use.
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4.55 Dividends (D.421) exclude super-dividends.

Super-dividends are dividends that are large rel-
ative to the recent level of dividends and earn-
ings. In order to assess whether the dividends are 
large, the concept of distributable income is used. 
Distributable income of a corporation is equal to 
entrepreneurial income plus all current transfers 
receivable less all current transfers payable and 
less the adjustment for the change in pension enti-
tlements. The ratio of dividends to distributable 
income over the recent past is used to assess the 
plausibility of the current level of dividends. If the 
level of dividends declared is greatly in excess, the 
dividends causing the excess are treated as finan-
cial transactions and classified as ‘super-dividends’. 
Such super-dividends are treated as the withdrawal 
of owners’ equity from the corporation (F.5). That 
treatment applies to corporations, whether incor-
porated or quasi-corporate and whether subject to 
foreign or domestic private control.

4.56 In the case of public corporations, super-dividends 
are large and irregular payments or payments that 
exceed the entrepreneurial income of the relevant 
accounting period, which are funded from accu-
mulated reserves or sales of assets. Super-dividends 
of public corporations are to be recorded as with-
drawal of equity (F.5) for the difference between 
the payments and the entrepreneurial income of 
the relevant accounting period (see paragraph 
20.206).

Interim dividends are described in paragraph 
20.207.

4.57 Time of recording: Although dividends repre-
sent a part of income that has been generated 
over a period, dividends are not recorded on an 
accrual basis. For a short period after a dividend 
is declared, but before it is actually payable, shares 
may be sold ‘ex dividend’ meaning that the divi-
dend is still payable to the owner at the date the 
dividend was declared and not to the owner on the 
date payable. A share sold ‘ex dividend’ is there-
fore worth less than one sold without this con-
straint. The time of recording of dividends is the 
point in time at which the share price starts to be 
quoted on an ex-dividend basis and not at a price 
that includes the dividend. 

Dividends are recorded as:

(a) uses in the allocation of primary income 
account of the sectors in which the corpora-
tions are classified;

(b) as resources in the allocation of primary income 
account of the sectors in which shareholders 
are classified;

(c) as uses and resources in the rest of the world 
account of primary incomes and current 
transfers.

Withdrawals from the income of quasi-corporations 
(D.422)

4.58 Definition: withdrawals from the income of quasi-
corporations (D.422) are the amounts which entre-
preneurs withdraw for their own use from the prof-
its earned by the quasi-corporations which belong 
to them.

Such withdrawals are recorded before the deduc-
tion of current taxes on income, wealth, etc., which 
are deemed always to be paid by the owners of the 
businesses.

When a quasi-corporation makes a trading profit, 
the unit which owns it may choose to leave part 
or all of the profit in the business, especially for 
investment purposes. The income left in the busi-
ness appears as saving by the quasi-corporation, 
and only the profits actually withdrawn by the 
owner units are recorded in the accounts under 
the heading withdrawals from the income of 
quasi-corporations.

4.59 When profits are earned in the rest of the world 
by the branch-offices, agencies, etc. of resident 
enterprises, in so far as these branch-offices etc. 
are treated as non-resident units, retained earn-
ings appear as reinvested earnings on foreign 
direct investment (D.43). Only the income actu-
ally transferred to the parent enterprise is treated 
in the accounts as withdrawals from the income 
of quasi-corporations received from the rest of the 
world. The same principles are applied to deal with 
the relations between branch-offices, agencies, etc. 
operating on the economic territory and the non-
resident parent enterprise to which they belong.

4.60 Withdrawals from the income of quasi-corpora-
tions include the net operating surplus received 
by residents as owners of land and buildings in 
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the rest of the world, or by non-residents as own-
ers of land or buildings on the economic territory 
concerned. In respect of transactions in land and 
buildings carried out on the economic territory of 
a country by non-resident units, notional resident 
units are created, in which the non-resident own-
ers own the equity.

The rental value of owner-occupied dwellings 
abroad is registered as imports of services and the 
corresponding net operating surplus as primary 
income received from the rest of the world; the 
rental value of owner-occupied dwellings belong-
ing to non-residents is registered as exports of ser-
vices and the corresponding net operating surplus 
as primary income paid to the rest of the world.

Withdrawals from the income of quasi-corpora-
tions include incomes generated by non-observed 
activities of quasi-corporations that are transferred 
to the owners participating in such activities for 
their private use.

4.61 Withdrawals from the income of quasi-corpora-
tions do not include amounts which their owners 
receive from:

(a) the sale of existing fixed capital goods;

(b) the sale of land and other non-produced assets;

(c) withdrawals of equity.

Such amounts are treated as withdrawals from 
equity in the financial account as they amount to a 
partial or total liquidation equity in the quasi-cor-
poration. If the quasi-corporation is owned by gov-
ernment, and if it runs a persistent operating defi-
cit as a matter of deliberate government economic 
and social policy, any regular transfers of funds 
into the enterprise made by government to cover 
its losses are treated as subsidies.

4.62 Time of recording: withdrawals from the income 
of quasi-corporations are recorded when they are 
made by the owners.

4.63 In the system of accounts, withdrawals from the 
income of quasi-corporations appear as:

(a) uses in the allocation of primary income 
account of the sectors in which the quasi-cor-
porations are classified;

(b) resources in the allocation of primary income 
account of the owner sectors;

(c) uses and resources in the external account of 
primary incomes and current transfers.

Reinvested earnings on foreign direct 
investment (D.43)

4.64 Definition: reinvested earnings on foreign direct 
investment (D.43) are equal to the operating sur-
plus of the foreign direct investment enterprise

plus  any property incomes or current trans-
fers receivable,

minus  any property incomes or current trans-
fers payable, including actual remit-
tances to foreign direct investors and 
any current taxes payable on the income, 
wealth, etc., of the foreign direct invest-
ment enterprise.

4.65 A foreign direct investment enterprise is an incor-
porated or unincorporated enterprise in which an 
investor resident in another economy owns 10 % 
or more of the ordinary shares or voting power in 
an incorporated enterprise, or the equivalent for an 
unincorporated enterprise. Foreign direct invest-
ment enterprises comprise those entities that are 
identified as subsidiaries, associates and branches. 
A subsidiary is where the investor owns more than 
50 %, an associate is where the investor owns 50 % 
or less, and a branch is a wholly or jointly owned 
unincorporated enterprise. The foreign direct 
investment relationship may be direct or indirect 
as a result of a chain of ownership. ‘Foreign direct 
investment enterprises’ is a broader concept than 
‘foreign controlled corporations’.

4.66 Actual distributions may be made from the entre-
preneurial income of foreign direct investment 
enterprises in the form of dividends or withdrawals 
of income from quasi-corporations. In addition, 
retained earnings are treated as if they were dis-
tributed and remitted to foreign direct investors in 
proportion to their ownership of the equity of the 
enterprise and then reinvested by them by means 
of additions to equity in the financial account. 
Reinvested earnings on foreign direct investment 
can be either positive or negative.
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4.67 Time of recording: reinvested earnings on for-

eign direct investment are recorded when they are 
earned.

In the system of accounts, reinvested earnings on 
foreign direct investment are recorded as:

(a) uses and resources in the allocation of primary 
income account of the sectors;

(b) uses and resources in the external account of 
primary incomes and current transfers.

Other investment income (D.44)

Investment income attributable to insurance policy 
holders (D.441)

4.68 Definition: Investment income attributable to 
insurance policy holders corresponds to total pri-
mary incomes received from the investment of 
insurance technical reserves. The reserves are those 
where an insurance corporation recognises a cor-
responding liability to the policyholders.

Insurance technical reserves are invested by insur-
ance enterprises in financial assets or land (from 
which net property income, i.e. after deducting any 
interest paid, is received) or in buildings (which 
generate net operating surpluses).

Investment income attributable to insurance pol-
icy holders is recorded separately between holders 
of non-life and life policies.

For non-life policies, the insurance corporation has 
a liability towards the policy holder of the amount 
of the premium deposited with the corporation but 
not yet earned, the value of any claims due but not 
yet paid and a reserve for claims not yet notified or 
notified but not yet settled. Set against this liability, 
the insurance corporation holds technical reserves. 
The investment income on these reserves is treated 
as income attributable to the policy holders, then 
distributed to the policy holders in the allocation 
of primary income account and paid back to the 
insurance corporation as a premium supplement 
in the secondary distribution of income account.

For an institutional unit operating a standardised 
loan guarantee scheme against fees, there could 
also be investment income earned on the reserves 

of the scheme and this must also be shown as being 
distributed to the units paying the fees (which may 
not be the same units which stand to benefit from 
the guarantees) and treated as supplementary fees 
in the secondary distribution of income account.

For life insurance policies and annuities, insur-
ance corporations have liabilities towards the pol-
icy holders and annuitants equal to the present 
value of expected claims. Set against those liabil-
ities, insurance corporations have funds belong-
ing to the policy holders consisting of bonuses-
declared-for-with-profits policies as well as provi-
sions for both policy holders and annuitants of the 
payment of future bonuses and other claims. Those 
funds are invested in a range of financial and non-
financial assets.

The bonuses declared to holders of life policies are 
recorded as investment income receivable by the 
policyholders and are treated as premium supple-
ments paid by the policyholders to the insurance 
corporations.

The investment income attributable to life insur-
ance policy holders is recorded as payable by the 
insurance company and receivable by house-
holds in the allocation of primary income account. 
Unlike the case of non-life insurance or pensions, 
the amount carries through to saving and is then 
recorded as a financial transaction, specifically an 
increase in the liabilities of life insurance corpora-
tions, in addition to new premiums less the service 
charge less benefits payable.

Investment income payable on pension entitlements 
(D.442)

4.69 Pension entitlements arise from one of two differ-
ent types of pension schemes. These are defined 
contribution schemes and defined benefit schemes.

A defined contribution scheme is one where con-
tributions by both employers and employees are 
invested on behalf of the employees as future pen-
sioners. No other source of funding of pensions is 
available and no other use is made of the funds. 
The investment income payable on defined con-
tribution entitlements is equal to the investment 
income on the funds plus any income earned by 
renting land or buildings owned by the fund.
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The characteristic of a defined benefit scheme is that 
a formula is used to determine the level of payments 
to be made to pensioners. This characteristic makes 
it possible to determine the level of entitlements as 
the present value of all future payments, calculated 
using actuarial assumptions about life lengths and 
economic assumptions about the interest or dis-
count rate. The present value of the entitlements 
existing at the start of the year increases because 
the date when the entitlements become payable is 
one year nearer. This increase is regarded as invest-
ment income attributed to the pension holders in 
the case of defined benefit scheme. The amount of 
the increase is neither affected by whether the pen-
sion scheme actually has sufficient funds to meet 
all the obligations nor by the type of increase in the 
funds, whether it is investment income or holding 
gains, for example.

Investment income attributable to collective 
investment fund shareholders (D.443)

4.70 Investment income attributable to collective 
investment fund shareholders, including mutual 
funds and unit trusts, consists of the following sep-
arate components:

— dividends attributable to collective investment 
fund shareholders (D.4431),

— retained earnings attributable to collective 
investment fund shareholders (D.4432).

The dividend component is recorded in exactly the 
same manner as dividends for individual corporations, 
as described above. The retained earnings component 
is recorded using the same principles as those described 
for foreign direct investment enterprises but is calcu-
lated excluding any reinvested earnings on foreign direct 
investment. The remaining retained earnings are attrib-
uted to the investment fund shareholders leaving the 
investment fund with no saving, and are re-injected into 
the fund by the investment fund shareholders in a transac-
tion recorded in the financial account.

The property income received by mutual funds is recorded 
as shareholders’ property income even if it is not distrib-
uted but reinvested on their behalf.

Shareholders indirectly pay out of their fund shares to 
management companies for managing their investments. 
This service charge is expenditure by shareholders, and 
not expenditure of funds.

Time of recording: other investment income is recorded 
when it accrues.

4.71 In the system of accounts, other investment income 
is recorded as:

(a) resources in the allocation of primary income 
account of policy and investment fund holders;

(b) uses in the allocation of primary income 
account of the insurers, pension funds and 
investment funds;

(c) resources and uses in the external account of 
primary incomes and current transfers.

Rent (D.45)

4.72 Definition: rent is the income receivable by the 
owner of a natural resource for putting the natu-
ral resource at the disposal of another institutional 
unit.

There are two different types of resource rents: rent 
on land, and rent on subsoil resources. Resource 
rents on other natural resources such as radio spec-
tra follow the same pattern.

The distinction between rent and rentals is that 
rent is a form of property income and rentals are 
payments for services. Rentals are payments made 
under an operating lease to use a fixed asset belong-
ing to another unit. Rent is a payment made under 
a resource lease for access to a natural resource.

Rent on land

The rent received by a landowner from a tenant constitutes 
a form of property income. Rents on land also include the 
rents payable to the owners of inland waters and rivers for 
the right to exploit such waters for recreational or other 
purposes, including fishing.

A landowner pays land taxes and incurs maintenance 
expenses as a consequence of owning the land. Such taxes 
and expenses are treated as payable by the person entitled 
to use the land, who is deemed to deduct them from the 
rent that he would otherwise be obliged to pay to the land-
owner. Rent reduced in this way by taxes or other expenses 
for which the landowner is liable is called ‘after-tax rent’.

4.73 Rents on land do not include the rentals of build-
ings and of dwellings situated on it; those rent-
als are treated as the payment for a market service 
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provided by the owner to the tenant of the build-
ing or dwelling, and are recorded in the accounts as 
the intermediate or final consumption of the ten-
ant. If there is no objective basis on which to split 
the payment between rent on land and rental on 
the buildings situated on it, the whole amount is 
treated as rent when the value of the land is esti-
mated to exceed the value of the buildings on it and 
as rental otherwise.

Rents on subsoil assets

4.74 This heading includes the royalties that accrue to 
owners of deposits of minerals or fossil fuels (coal, 
oil or natural gas), whether private or govern-
ment units, who grant leases to other institutional 
units permitting them to explore or to extract such 
deposits over a specified period of time.

4.75 Time of recording of rents: rents are recorded in 
the period when payable.

4.76 In the system of accounts, rents are recorded:

(a) among resources and among uses in the alloca-
tion of primary income account of sectors;

(b) among resources and among uses in the exter-
nal account of primary incomes and current 
transfers.

Current taxes on income, wealth, etc. 
(D.5)

4.77 Definition: current taxes on income, wealth, etc. 
(D.5) cover all compulsory, unrequited payments, 
in cash or in kind, levied periodically by general 
government and by the rest of the world on the 
income and wealth of institutional units, and some 
periodic taxes which are assessed neither on that 
income nor that wealth.

Current taxes on income, wealth, etc. are divided 
into:

(a) taxes on income (D.51);

(b) other current taxes (D.59).

Taxes on income (D.51)

4.78 Definition: taxes on income (D.51) consist of 
taxes on incomes, profits and capital gains. They 
are assessed on the actual or presumed incomes 
of individuals, households, corporations or NPIs. 
They include taxes assessed on holdings of prop-
erty, land or real estate when these holdings are 
used as a basis for estimating the income of their 
owners. 

Taxes on income include:

(a) taxes on individual or household income, 
examples of which are income from employ-
ment, property, entrepreneurship, pensions, 
etc., and including taxes deducted by employ-
ers, for example pay-as-you-earn taxes. Taxes 
on the income of owners of unincorporated 
enterprises are included here;

(b) taxes on the income or profits of corporations;

(c) taxes on holding gains;

(d) taxes on winnings from lotteries or gambling, 
payable on the amounts received by winners as 
distinct from taxes on the turnover of produc-
ers that organise gambling or lotteries which 
are treated as taxes on products.

Other current taxes (D.59)

4.79 Other current taxes (D.59) includes:

(a) current taxes on capital which consist of taxes 
payable on the ownership or use of land or 
buildings by owners, and current taxes on net 
wealth and on other assets, for example jewel-
lery — except taxes mentioned in D.29 (which 
are paid by enterprises as a result of engag-
ing in production) and those in D.51 (taxes on 
income);

(b) poll taxes, levied per adult or per household, 
independently of income or wealth;

(c) expenditure taxes, payable on the total expen-
ditures of persons or households;

(d) payments by households for licences to own 
or use for non-business purposes vehicles, 
boats or aircraft, or for licences for recreational 
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hunting, shooting or fishing, etc. The distinc-
tion between taxes and purchases of services 
from government is defined according to the 
same criteria as those used in the case of pay-
ments made by enterprises namely, if the issue 
of licenses involves little or no work on the part 
of government, the licences being granted auto-
matically on payment of the amounts due, it is 
likely that they are simply a device to raise rev-
enue, even though the government may pro-
vide some kind of certificate, or authorisation, 
in return; in such cases their payment is treated 
as taxes. If, however, the government uses the 
issue of licences to organise some proper reg-
ulatory function (such as checking the com-
petence, or qualifications, of the person con-
cerned), the payments made are treated as pur-
chases of services from government rather than 
payments of taxes, unless the payments are 
clearly out of all proportion to the cost of pro-
viding the services;

(e) taxes on international transactions, for exam-
ple travel abroad, foreign remittances, foreign 
investments, etc., except those payable by pro-
ducers and import duties paid by households.

4.80 Current taxes on income, wealth, etc. do not 
include:

(a) inheritance taxes, death duties or taxes on gifts 
between living persons, which are deemed to be 
levied on the capital of the beneficiaries and are 
shown under the heading capital taxes (D.91);

(b) occasional or exceptional levies on capital or 
wealth, which are recorded as capital taxes 
(D.91);

(c) taxes on land, buildings or other assets owned 
or rented by enterprises and used by them for 
production, such taxes being treated as other 
taxes on production (D.29);

(d) payments by households for licences other than 
licences for the use of vehicles, boats or aircraft, 
or licences for recreational hunting, shoot-
ing or fishing: driving or pilot’s licences, fire-
arm licences, and fees to government such as 
museum or library admissions, garbage dis-
posal fees, payments for passports, airport fees, 
court fees etc. which are treated in most cases as 
purchases of services rendered by government, 

if they satisfy the criteria set out in point (d) of 
paragraph 4.79 to be recorded as services.

4.81 The total value of the taxes includes interest charged 
on arrears of taxes due and fines imposed by taxa-
tion authorities if there is no data to estimate such 
interest and fines separately; it includes charges 
imposed in connection with the recovery and 
assessment of taxes outstanding, less the amount of 
any rebates made by general government as a mat-
ter of economic policy and any refunds made as a 
result of over-payments.

Subsidies and social benefits made available via the 
tax system in the form of tax credits and the inci-
dence of linking payment systems with the tax col-
lection system are increasing. Tax credits repre-
sent tax relief and so reduce the tax liability of the 
beneficiary.

If the tax credit system results in the beneficiary 
receiving the excess when the relief is greater than 
the liability, the tax credits system is a payable tax 
credit system. Under a payable tax credits system, 
payments can be awarded to non-taxpayers as well 
as taxpayers. Under a payable tax credits system, 
the whole amount of tax credits is recorded as gov-
ernment expenditure, and not as a reduction of tax 
revenue.

In contrast, some tax credit systems are non-paya-
ble tax credits systems where tax credits are limited 
to the size of the tax liability. Under a non-payable 
tax credits system, all tax credits are embedded in 
the tax system and reduce government tax revenue.

4.82 Current taxes on income, wealth, etc. are recorded 
at the time when activities, transactions or other 
events occur which create the liabilities to pay.

However, some economic activities, transactions 
or events, which under tax legislation ought to 
impose on the units concerned the obligation to 
pay taxes, permanently escape the attention of tax 
authorities. It would be unrealistic to assume that 
such activities, transactions or events give rise to 
financial assets or liabilities in the form of pay-
ables or receivables. The amounts to be recorded 
are determined by the amounts due for payment 
only when evidenced by tax assessments, declara-
tions or other instruments which create liabilities 
in the form of clear obligations to pay on the part 
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of taxpayers. Missing taxes are not imputed if not 
evidenced by tax assessments.

Taxes recorded in the accounts are derived from 
two sources: amounts evidenced by assessments 
and declarations, and cash receipts.

(a) If assessments and declarations are used, the 
amounts shall be adjusted by a coefficient 
reflecting assessed and declared amounts never 
collected. As an alternative treatment, a capital 
transfer to the relevant sectors is recorded equal 
to the same adjustment. The coefficients shall 
be estimated on the basis of past experience and 
current expectations in respect of assessed and 
declared amounts never collected. They shall be 
specific to different types of taxes;

(b) If cash receipts are used, they shall be time-
adjusted so that the cash is attributed when 
the activities, transactions or other events took 
place to generate the tax liability (or when the 
amount of tax was determined, in the case of 
some income taxes). This adjustment is based 
on the average time difference between the 
activities, transactions or other events (or the 
determination of the amount of tax) and cash 
tax receipt.

When retained at source by an employer, current 
taxes on income, wealth, etc. are included in wages 
and salaries even if the employer did not pass them 
on to the general government. The households 
sector is shown as paying the full amount to the 
general government sector. The amounts actually 
unpaid are neutralised under D.995 as a capital 
transfer from general government to the employ-
ers’ sectors.

In some cases, the liability to pay income taxes can 
only be determined in a later accounting period 
than that in which the income accrues. Some flex-
ibility is therefore needed concerning the point in 
time at which such taxes are recorded. Income taxes 
deducted at source, such as PAYE taxes and regular 
prepayments of income taxes, may be recorded in 
the periods in which they are paid and any final tax 
liability on income can be recorded in the period in 
which the liability is determined.

Current taxes on income, wealth, etc. are recorded 
as:

(a) uses in the secondary distribution of income 
account of the sectors in which the taxpayers 
are classified;

(b) resources in the secondary distribution of 
income account of general government;

(c) uses and resources in the external account of 
primary incomes and current transfers.

Social contributions and benefits (D.6)

4.83 Definition: social benefits are transfers to house-
holds, in cash or in kind, intended to relieve them 
from the financial burden of a number of risks 
or needs, made through collectively organised 
schemes, or outside such schemes by government 
units and NPISHs; they include payments from 
general government to producers which individu-
ally benefit households and which are made in the 
context of social risks or needs.

4.84 The list of risks or needs which may give rise to 
social benefits is as follows:

(a) sickness;

(b) invalidity, disability;

(c) occupational accident or disease;

(d) old age;

(e) survivors;

(f) maternity;

(g) family;

(h) promotion of employment;

(i) unemployment;

(j) housing;

(k) education;

(l) general neediness.

In the case of housing, payments made by public 
authorities to tenants in order to reduce their rents 
are social benefits, with the exception of special 
benefits paid by public authorities in their capac-
ity as employers.
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4.85 Social benefits include:

(a) current and lump-sum transfers from schemes 
which receive contributions, cover the entire 
community or large sections of the community 
and are imposed and controlled by government 
units (social security schemes);

(b) current and lump sum transfers from schemes 
organised by employers on behalf of their 
employees, ex-employees or dependants (other 
employment related social insurance schemes). 
Contributions may be made by employees and/
or employers; they may also be made by self-
employed persons;

(c) current transfers from government units and 
NPISHs which are not conditional on previ-
ous payment of contributions and which are 
generally linked to an assessment of available 
income. Such transfers are commonly known 
as social assistance.

4.86 Social benefits exclude:

(a) insurance claims based on policies taken out 
solely on the own initiative of the insured, inde-
pendently of his employer or government;

(b) insurance claims on policies taken out with 
the sole purpose of obtaining a discount, 
even if those policies follow from a collective 
agreement.

4.87 In order for an individual policy to be treated as 
part of a social insurance scheme, the eventualities 
or circumstances against which the participants are 
insured shall correspond to the risks or needs listed 
in paragraph 4.84, and, in addition, one or more of 
the following conditions shall be satisfied:

(a) participation in the scheme is obligatory either 
by law or under the terms and conditions 
of employment of an employee or group of 
employees;

(b) the scheme is a collective one operated for 
the benefit of a designated group of workers, 
whether employees, self-employed or non-
employed, participation being restricted to 
members of that group;

(c) an employer makes a contribution (actual 
or imputed) to the scheme on behalf of an 

employee, whether or not the employee also 
makes a contribution.

4.88 Definition: social insurance schemes are schemes 
in which participants are obliged, or encouraged, 
by their employers or by general government, to 
take out insurance against certain eventualities or 
circumstances that may adversely affect their wel-
fare or that of their dependants. In such schemes 
social contributions are paid by employees or oth-
ers, or by employers on behalf of their employees, 
in order to secure entitlement to social insurance 
benefits, in the current or subsequent periods, for 
the employees or other contributors, their depend-
ants or survivors. 

Social insurance schemes are organised for groups 
of workers or are available by law to all workers or 
designated categories of workers, including non-
employed persons as well as employees. They range 
from private schemes arranged for selected groups 
of workers employed by a single employer to social 
security schemes covering the entire labour force 
of a country. Participation in such schemes may 
be voluntary for the workers concerned, but it is 
more common for it to be obligatory. For example, 
participation in schemes organised by individual 
employers may be required by the terms and con-
ditions of employment collectively agreed between 
employers and their employees.

4.89 Two types of social insurance schemes may be 
distinguished:

(a) The first consists of social security schemes cov-
ering the entire community, or large sections of 
the community, that are imposed, controlled 
and financed by government units. Pensions 
payable under such schemes may or may not 
be related to levels of salary of the beneficiary 
or history of employment. Non-pension bene-
fits are less frequently linked to salary levels;

(b) The second type consists of other employment 
related schemes. Such schemes derive from an 
employer-employee relationship in the provi-
sion of pension and possibly other entitlements 
that are part of the conditions of employment 
and where responsibility for the provision of 
benefits does not devolve to general govern-
ment under social security provisions.
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4.90 Social insurance schemes organised by govern-

ment units for their own employees as opposed 
to the working population at large are classified 
as other employment related schemes and not as 
social security schemes.

Net social contributions (D.61)

4.91 Definition: net social contributions are the actual 
or imputed contributions made by households to 
social insurance schemes to make provision for 
social benefits to be paid. Net social contributions 
(D.61) consist of:

employers’ actual social contributions (D.611)

plus  employers’ imputed social contributions 
(D.612),

plus  households’ actual social contributions 
(D.613),

plus  households’ social contribution supplements 
(D.614),

less  social insurance scheme service charges 
(D.61SC).

The social insurance scheme service charges are the 
service fees charged by the units administering the 
schemes. They appear here as part of the calcula-
tion for net social contributions (D.61); they are 
not redistributive transactions but part of output 
and consumption expenditure.

Employers’ actual social contributions (D.611)

4.92 Employers’ actual social contributions (D.611) 
correspond to flow D.121.

Employers’ actual social contributions are paid 
by employers to social security schemes and other 
employment related social insurance schemes to 
secure social benefits for their employees.

As employers’ actual social contributions are made 
for the benefit of their employees, their value is 
recorded as one of the components of compensa-
tion of employees together with wages and sala-
ries in cash and in kind. The social contributions 
are then recorded as being paid by the employees 
as current transfers to the social security schemes, 
and other employment related social insurance 
schemes.

This heading is split into two categories:

(a) employers’ actual pension contributions 
(D.6111) corresponds to flow D.1211;

(b) employers’ actual non-pension contributions 
(D.6112) corresponds to flow D.1212.

4.93 Payments of actual social contributions may be 
compulsory by virtue of a statute or regulation, 
or they may be paid as a result of collective agree-
ments in a particular industry or agreements 
between employer and employees in a particu-
lar enterprise, or because they are written into the 
contract of employment itself. In certain cases, the 
contributions may be voluntary.

Such voluntary contributions cover:

(a) social contributions which persons who are not 
legally obliged to contribute to a social security 
fund;

(b) social contributions paid to insurance enter-
prises (or pension funds classified in the same 
sector) as part of supplementary insurance 
schemes organised by enterprises for the ben-
efit of their employees and which the latter join 
voluntarily;

(c) contributions to provident insurance schemes 
with membership open to employees or self-
employed workers.

4.94 Time of recording: employers’ actual social contri-
butions (D.611) are recorded at the time when the 
work that gives rise to the liability to pay the con-
tributions is carried out.

4.95 Social contributions payable to the general govern-
ment sector recorded in the accounts are derived 
from two sources: amounts evidenced by assess-
ments and declarations or cash receipts.

(a) If assessments and declarations are used, the 
amounts shall be adjusted by a coefficient 
reflecting assessed and declared amounts never 
collected. As an alternative treatment, a capi-
tal transfer to the relevant sectors could be 
recorded equal to the same adjustment. The 
coefficients shall be estimated on the basis of 
past experience and current expectations in 
respect of assessed and declared amounts never 
collected. They shall be specific to different 
types of social contributions.
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(b) If cash receipts are used, they shall be time-
adjusted so that the cash is attributed when the 
activity took place to generate the social contri-
bution liability (or when the liability is created). 
This adjustment may be based on the average 
time difference between the activity (or the cre-
ation of the liability) and cash receipt.

When retained at source by the employer, social 
contributions payable to the general government 
sector are included in wages and salaries irrespec-
tive of whether the employer passed them to the 
general government. The households sector is then 
shown as paying the full amount to the general gov-
ernment sector. The amounts actually unpaid are 
neutralised under D.995 as a capital transfer from 
general government to the employers’ sectors.

4.96 Employers’ actual social contributions are recorded 
as:

(a) uses in the secondary distribution of income 
account of households;

(b) uses in the external account of primary incomes 
and current transfers (in the case of non-resi-
dent households);

(c) resources in the secondary distribution 
of income account of resident insurers or 
employers;

(d) resources in the external account of primary 
incomes and current transfers (in the case of 
non-resident insurers or employers).

Employers’ imputed social contributions (D.612)

4.97 Definition: employers’ imputed social contribu-
tions (D.612) represent the counterpart to social 
benefits (less eventual employees’ social contribu-
tions) paid directly by employers (i.e. not linked to 
employers’ actual contributions) to their employ-
ees or former employees and other eligible persons.

They correspond to flow D.122 as described under 
compensation of employees. Their value must be 
based on actuarial considerations, or on the basis 
of reasonable percentage of wages and salaries paid 
current employees or as equal to unfunded non-
pension benefits payable by the enterprise during 
the same accounting period.

Employers’ imputed social contributions D.612) is 
split into two categories:

(a) employers’ imputed pension contributions 
(D.6121). They correspond to flow D.1221;

(b) employers’ imputed non-pension contributions 
(D.6122). They correspond to flow D.1222.

4.98 Time of recording: employers’ imputed social con-
tributions which represent the counterpart of com-
pulsory direct social benefits are recorded in the 
period during which the work is done. Employers’ 
imputed social contributions which represent the 
counterpart of voluntary direct social benefits are 
recorded at the time the benefits are provided.

4.99 Employers’ imputed social contributions are 
recorded as:

(a) uses in the secondary distribution of income 
account of households and in the exter-
nal account of primary incomes and current 
transfers;

(b) resources in the secondary distribution of 
income account of the sectors to which the 
employers or resident insurers belong and in 
the external account of primary incomes and 
current transfers.

Households’ actual social contributions (D.613)

4.100 Definition: Households’ actual social contribu-
tions are social contributions payable on their 
own behalf by employees, self-employed or non-
employed persons to social insurance schemes.

Households’ actual social contributions (D.613) 
are split into two categories:

(a) households’ actual pension contributions 
(D.6131);

(b) households’ actual non-pension contributions 
(D.6132).

Time of recording: households’ actual social con-
tributions are recorded on an accrual basis. For 
those in work, this is at the time when the work 
that gives rise to the liability to pay the contribu-
tions is carried out. For non-employed persons, 
this is at the time where the contributions are to 
be made.
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In the system of accounts, households’ actual social 
contributions are recorded:

(a) among uses in the secondary distribution of 
income account of households and in the exter-
nal account of primary incomes and current 
transfers;

(b) among resources in the secondary distribution 
of income account of the sectors to which the 
employers belong and in the external account 
of primary incomes and current transfers.

Households’ social contribution supplements (D.614)

4.101 Definition: households’ social contribution supple-
ments consist of the property income earned dur-
ing the accounting period on the stock of pension 
and non-pension entitlements.

This heading is split into two categories:

(a) households’ pension contribution supplements 
(D.6141);

(b) households’ non-pension contribution sup-
plements (D.6142). The heading D.6142 cor-
responds to households’ contributions supple-
ments related to social risks and needs other 
than pensions, such as sickness, maternity, 
industrial injury, disability, redundancy, etc.

Households’ social contribution supplements are 
included in property income payable by the admin-
istrators of pension funds to households in the 
allocation of primary income account (investment 
income payable on pension entitlements D.442).

As this income is retained by the administrators of 
pension funds in practice, it is treated in the second-
ary distribution of income account as being paid 
back by households to pension funds in the form 
of households’ social contributions supplements.

Time of recording: households’ social contribution 
supplements are recorded when they accrue.

Social benefits other than social transfers 
in kind (D.62)

4.102 The heading D.62 is made up of three sub-headings:

Social security benefits in cash (D.621);

Other social insurance benefits (D.622);

Social assistance benefits in cash (D.623).

Social security benefits in cash (D.621)

4.103 Definition: social security benefits in cash are 
social insurance benefits payable in cash to house-
holds by social security funds. Reimbursements 
are excluded and treated as social transfers in kind 
(D.632).

Such benefits are provided under social security 
schemes.

They may be split between:

— social security pension benefits in cash (D.6211),

— social security non-pension benefits in cash 
(D.6212).

Other social insurance benefits (D.622)

4.104 Definition: other social insurance benefits corre-
spond to benefits payable by employers in the con-
text of other employment related social insurance 
schemes. Other employment-related social insur-
ance benefits are social benefits (in cash or in kind) 
payable by social insurance schemes other than 
social security to contributors to the schemes, their 
dependants or their survivors.

They typically include:

(a) the continued payment of normal, or reduced, 
wages during periods of absence from work as 
a result of ill health, accident, maternity, etc.;

(b) the payment of family, education or other 
allowances in respect of dependants;

(c) the payment of retirement or survivors’ pen-
sions to ex-employees or their survivors, and 
the payment of severance allowances to work-
ers or their survivors in the event of redun-
dancy, incapacity, accidental death, etc. (if 
linked to collective agreements);

(d) general medical services not related to the 
employee’s work;

(e) convalescent and retirement homes.
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Other social insurance benefits (D.622) may be 
split between:

— other social insurance pension benefits 
(D.6221),

— other social insurance non-pension benefits 
(D.6222).

Social assistance benefits in cash (D.623)

4.105 Definition: social assistance benefits in cash are 
current transfers payable to households by govern-
ment units or NPISHs to meet the same needs as 
social insurance benefits but which are not made 
under a social insurance scheme requiring partici-
pation usually by means of social contributions.

They therefore exclude all benefits paid by social 
security funds. Social assistance benefits may be 
payable in the following circumstances:

(a) no social insurance scheme exists to cover the 
circumstances in question;

(b) although a social insurance scheme, or schemes, 
may exist, the households in question do not 
participate and are not eligible for social insur-
ance benefits;

(c) social insurance benefits are deemed to be inad-
equate to cover the needs in question the social 
assistance benefits being paid in addition;

(d) as a matter of general social policy.

Such benefits do not include current transfers paid 
in response to events or circumstances that are not 
normally covered by social insurance schemes (i.e. 
transfers made in response to natural disasters, 
recorded under other current transfers or under 
other capital transfers).

4.106 Time of recording of social benefits other than 
social transfers in kind (D.62):

(a) in cash, they are recorded when the claims on 
the benefits are established;

(b) in kind, they are recorded at the time the ser-
vices are provided, or at the time the changes of 
ownership of goods provided directly to house-
holds by non-market producers take place.

4.107 Social benefits other than social transfers in kind 
(D.62) are recorded as:

(a) uses in the secondary distribution of income 
account of the sectors granting the benefits;

(b) uses in the external account of primary incomes 
and current transfers (in the case of benefits 
granted by the rest of the world);

(c) resources in the secondary distribution of 
income account of households;

(d) resources in the external account of primary 
incomes and current transfers (in the case of 
benefits granted to non-resident households).

Social transfers in kind (D.63)

4.108 Definition: social transfers in kind (D.63) con-
sist of individual goods and services provided for 
free or at prices that are not economically signifi-
cant to individual households by government units 
and NPISHs, whether purchased on the market or 
produced as non-market output by government 
units or NPISHs. They are financed out of taxation, 
other government income or social security contri-
butions, or out of donations and property income 
in the case of NPISHs.

Services provided for free, or at prices that are 
not economically significant, to households are 
described as individual services to distinguish 
them from collective services provided to the com-
munity as a whole, or large sections of the commu-
nity, such as defence and street lighting. Individual 
services consist mainly of education and health 
services, although other kinds of services such as 
housing services, cultural and recreational services 
are also frequently provided.

4.109 Social transfers in kind (D.63) are subdivided into:

Social transfers in kind — general government and 
NPISHs non-market production (D.631)

  Definition: social transfers in kind — general gov-
ernment and NPISHs non-market production 
(D.631) are individual goods and services provided 
directly to the beneficiaries by non-market produc-
ers. Any payments made by the households them-
selves should be deducted.
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Social transfers in kind — market production 
purchased by general government and NPISHs (D.632)

   Definition: social transfers in kind — market pro-
duction purchased by general government and 
NPISHs (D.632) are individual goods and services

(a) in the form of reimbursements by social secu-
rity funds of approved expenditures made by 
households on specific goods and services; or

(b) provided directly to the beneficiaries by mar-
ket producers from which general govern-
ment purchases the corresponding goods and 
services.

Any payments made by the households themselves 
are to be deducted.

When a household purchases a good or service 
for which it is subsequently reimbursed, in part 
or in whole, by a social security fund, the house-
hold can be regarded as if it were acting on behalf 
of the social security fund. In effect, the household 
provides a short-term credit to the social security 
fund that is liquidated as soon as the household is 
reimbursed.

The amount of the expenditure reimbursed is 
recorded as being incurred directly by the social 
security fund at the time the household makes the 
purchase, while the only expenditure recorded for 
the household is the difference, if any, between the 
purchaser’s price paid and the amount reimbursed. 
Thus, the amount of the expenditure reimbursed is 
not treated as a current transfer in cash from the 
social security funds to households.

4.110 Examples of social transfers in kind (D.63) are 
medical or dental treatments, surgery, hospital 
accommodation, spectacles or contact lenses, med-
ical appliances or equipment, and similar goods or 
services meeting social risks or needs.

Other examples not covered by a social insurance 
scheme are social housing, dwelling allowance, 
day nurseries, professional training, reductions 
on transport prices (provided that there is a social 
purpose), and similar goods and services in the 
context of social risks or needs. Outside the scope 
of social risks or needs, when government pro-
vides individual households with goods and ser-
vices such as recreational, cultural or sport services 

for free or at prices which are not economically sig-
nificant, these are treated as social transfers in kind 
— government and NPISHs non-market produc-
tion (D.631).

4.111 Time of recording: social transfers in kind (D.63) 
are recorded at the time the services are provided, 
or at the time the changes of ownership of goods 
provided directly to households by producers take 
place.

Social transfers in kind (D.63) are recorded:

(a) among uses in the redistribution of income 
in kind account of the sectors granting the 
benefits;

(b) among resources in the redistribution of 
income in kind account of households.

The consumption of the goods and services trans-
ferred is recorded in the use of adjusted disposable 
income account.

There are no social transfers in kind with the rest of 
the world (they are registered in D.62 social bene-
fits other than social transfers in kind).

Other current transfers (D.7)

Net non-life insurance premiums (D.71)

4.112 Definition: net non-life insurance premiums (D.71) 
are premiums payable under policies taken out by 
institutional units. The policies taken out by indi-
vidual households are those taken out on their own 
initiative and for their own benefit, independently 
of their employers or government and outside 
any social insurance scheme. Net non-life insur-
ance premiums comprise both the actual premi-
ums payable by policy holders to obtain insurance 
cover during the accounting period (premiums 
earned) and the premium supplements payable out 
of the property income attributed to insurance pol-
icy holders, after deducting the service charges of 
insurance enterprises arranging the insurance.

Net non-life insurance premiums are the amounts 
available to provide cover against various events or 
accidents resulting in damage to goods or property, 
or harm to persons as a result of natural or human 
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causes, examples being fires, floods, crashes, col-
lisions, theft, violence, accidents, sickness, etc., or 
against financial losses resulting from events such 
as sickness, unemployment, accidents, etc.

Net non-life insurance premiums are split into two 
categories:

(a) net non-life direct insurance premiums 
(D.711);

(b) net non-life reinsurance premiums (D.712).

4.113 Time of recording: net non-life insurance premi-
ums are recorded when they are earned.

The insurance premiums from which the service 
charges are deducted are those parts of the total 
premiums, paid in the current period or previous 
periods, that cover risks outstanding in the current 
period.

Premiums earned in the current period must be 
distinguished from the premiums due for payment 
during the current period, which are likely to cover 
risks in future periods as well as the current period.

Net non-life insurance premiums are recorded as:

(a) uses in the secondary distribution of income 
account of resident policy holders;

(b) uses in the external account of primary incomes 
and current transfers (in the case of non-resi-
dent policy holders);

(c) resources in the secondary distribution 
of income account of resident insurance 
enterprises;

(d) resources in the external account of primary 
incomes and current transfers (in the case of 
non-resident insurance enterprises).

Non-life insurance claims (D.72)

4.114 Definition: non-life insurance claims (D.72) are 
the claims due under contracts in respect of non-
life insurance, that is, the amounts which insur-
ance enterprises are obliged to pay in settlement 
of injuries or damage suffered by persons or goods 
(including fixed capital goods).

This heading is split into two categories:

(a) non-life direct insurance claims (D.721);

(b) non-life reinsurance claims (D.722).

4.115 Non-life insurance claims does not include pay-
ments which constitute social benefits.

The settlement of a non-life insurance claim is 
treated as a transfer to the claimant. Such pay-
ments are treated as current transfers, even when 
large sums may be involved as a result of the acci-
dental destruction of a fixed asset or serious per-
sonal injury to an individual.

Exceptionally large claims, e.g. in the wake of a dis-
aster, may be treated not as current transfers but as 
capital transfers (see point (k) of paragraph 4.165).

The amounts received by claimants are usually not 
committed for any particular purpose, and goods 
or assets which have been damaged or destroyed 
need not necessarily be repaired or replaced.

Claims arise because of damage or injuries that 
the policy holders cause to the property or per-
sons of third parties. In such cases, valid claims are 
recorded as being payable directly by the insurance 
enterprise to the injured parties and not indirectly 
via the policy holder.

4.116 Net reinsurance premiums and claims are calcu-
lated in exactly the same manner as non-life insur-
ance premiums and claims. As the reinsurance 
business is concentrated in a few countries, most 
reinsurance policies are with non-resident units.

Some units, especially government units, may pro-
vide a guarantee against a debtor defaulting in con-
ditions that have the same characteristics as non-
life insurance. This happens when many guaran-
tees of the same sort are issued and it is possible 
to make a realistic estimate of the overall level of 
defaults. In such cases, the fees paid (and the prop-
erty income earned on them) are treated in the 
same way as non-life insurance premiums and 
the calls under the standardised loans guarantees 
are treated in the same way as non-life insurance 
claims.

4.117 Time of recording: non-life insurance claims are 
recorded at the time the accident or other event 
insured against occurs.

They are recorded as:
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(a) uses in the secondary distribution of income 

account of resident insurance enterprises;

(b) uses in the external account of primary incomes 
and current transfers (in the case of non-resi-
dent insurance enterprises);

(c) resources in the secondary distribution of 
income account of the beneficiary sectors;

(d) resources in the external account of primary 
incomes and current transfers (in the case of 
non-resident beneficiaries).

Current transfers within general 
government (D.73)

4.118 Definition: current transfers within general gov-
ernment (D.73) include transfers between the dif-
ferent subsectors of general government (central 
government, state government, local government 
and social security funds) with the exception of 
taxes, subsidies, investment grants and other capi-
tal transfers.

Current transfers within general government 
(D.73) do not include transactions on behalf of 
another unit; these are recorded only once in the 
accounts, in the resources of the beneficiary unit 
on whose behalf the transaction is made (see para-
graph 1.78). This situation arises particularly when 
a government agency (e.g. a central government 
department) collects taxes which are automatically 
transferred, in total or in part, to another govern-
ment agency (e.g. a local authority). In such cases, 
the tax receipts destined for the other government 
agency are shown as if they were collected directly 
by that agency and not as a current transfer within 
general government. The solution applies espe-
cially in the case of taxes destined for another gov-
ernment agency which take the form of additional 
rates superimposed on taxes levied by central gov-
ernment. Delays in remitting the taxes from the 
first to the second government unit give rise to 
entries under ‘other accounts receivable/payable’ 
in the financial account.

Transfers of tax receipts which form part of a block 
transfer from central government to another gov-
ernment agency are included in current trans-
fers within general government. Such transfers do 
not correspond to any specific category of taxes 

and they are not made automatically but mainly 
through certain funds (county and local authority 
funds) in accordance with scales of apportionment 
laid down by central government.

4.119 Time of recording: current transfers within gen-
eral government are recorded at the time the regu-
lations in force stipulate they are to be made.

4.120 Current transfers within general government are 
recorded as uses and resources in the secondary 
distribution of income account of the subsectors of 
general government. Current transfers within gen-
eral government are flows internal to the general 
government sector, and do not appear in a consol-
idated account for the sector as a whole.

Current international cooperation (D.74)

4.121 Definition: current international cooperation 
(D.74) includes all transfers in cash or in kind 
between general government and governments 
or international organisations in the rest of the 
world, except investment grants and other capital 
transfers.

4.122 Heading D.74 covers:

(a) the contributions of the government to inter-
national organisations (excluding taxes paya-
ble by member governments to supranational 
organisations);

(b) current transfers which general government 
receive from the institutions or organisa-
tions referred to in point (a). Current transfers 
which the institutions of the European Union 
make directly to resident market producers are 
recorded as subsidies paid by the rest of the 
world;

(c) current transfers between governments, either 
in cash (e.g. payments intended to finance the 
budget deficits of foreign countries or over-
seas territories) or in kind (e.g. counterpart of 
gifts of food, military equipment, emergency 
aid after natural disasters in the form of food, 
clothing, medicines, etc.);

(d) wages and salaries paid by a government, an 
institution of the European Union or an inter-
national organisation, to advisers or technical 
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assistance experts made available to developing 
countries.

Current international cooperation includes trans-
fers between general government and international 
organisations located in the country, as interna-
tional organisations are not treated as resident 
institutional units of the countries in which they 
are located.

4.123 Time of recording: the time the regulations in force 
stipulate the transfers are to be made in the case of 
obligatory transfers, or the time the transfers are 
made in the case of voluntary transfers.

4.124 Current international cooperation is recorded as:

(a) uses and resources in the secondary distribu-
tion of income account of the general govern-
ment sector;

(b) uses and resources in the external account of 
primary incomes and current transfers.

Miscellaneous current transfers (D.75)

Current transfers to NPISHs (D.751)

4.125 Definition: current transfers to NPISHs include 
all voluntary contributions (other than legacies), 
membership subscriptions and financial assistance 
which NPISHs receive from households (including 
non-resident households) and, to a lesser extent, 
from other units.

4.126 Current transfers to NPISHs include the following:

(a) regular subscriptions paid by households to 
trade unions and political, sporting, cultural, 
religious and similar organisations classified in 
the sector NPISHs;

(b) voluntary contributions (other than legacies) 
from households, corporate enterprises and the 
rest of the world to NPISHs, including transfers 
in kind in the form of gifts of food, clothing, 
blankets, medicines, etc. to charities for distri-
bution to resident or non-resident households. 
Such treatment applies to consumption goods, 
as transfers of large gifts (valuables treated as 
non-financial assets) are recorded in other cap-
ital transfers (D.99) (see point (e) of paragraph 
4.165).

 Gifts of unwanted or used articles from house-
holds are not recorded as transfers;

(c) assistance and grants from general govern-
ment, other than transfers made for the spe-
cific purpose of financing capital expenditure, 
which are shown under investment grants.

Excluded from current transfers to NPISHs are 
payments of membership dues or subscriptions 
to market NPIs serving businesses, such as cham-
bers of commerce or trade associations, which are 
treated as payments for services provided.

4.127 Time of recording: current transfers to NPISHs are 
recorded at the time they are made.

4.128 Current transfers to NPISHs are recorded as:

(a) uses in the secondary distribution of income 
account of the contributing sectors;

(b) uses in the external account of primary incomes 
and current transfers;

(c) resources in the secondary distribution of 
income account of the NPISHs sector.

Current transfers between households (D.752)

4.129 Definition: current transfers between households 
(D.752) consist of all current transfers in cash or 
in kind made, or received, by resident households 
to, or from, other resident or non-resident house-
holds. In particular, they comprise remittances by 
emigrants or workers permanently settled abroad 
(or working abroad for a period of a year or longer) 
to members of their family living in their coun-
try of origin, or by parents to children in another 
location.

4.130 Time of recording: current transfers between 
households are recorded at the time the transfers 
occur.

4.131 Current transfers between households are recorded 
as:

(a) uses and resources in the secondary distribu-
tion of income account of households;

(b) uses and resources in the external account of 
primary incomes and current transfers.
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Other miscellaneous current transfers (D.759)

Fines and penalties

4.132 Definition: fines and penalties imposed on insti-
tutional units by courts of law or quasi-judicial 
bodies are treated as other miscellaneous current 
transfers (D.759).

4.133 The following are not included in other miscellane-
ous current transfers (D.759):

(a) fines and penalties imposed by tax authorities 
for the evasion or late payment of taxes, which 
cannot be distinguished from the taxes them-
selves and remain classified as taxes;

(b) payments of fees to obtain licences, such pay-
ments being either taxes or payments for ser-
vices provided by government units.

4.134 Time of recording: fines and penalties are recorded 
at the time the liabilities arise.

Lotteries and gambling

4.135 Definition: the amounts paid for lottery tickets or 
placed in bets consist of two elements: the payment 
of a service charge to the unit organising the lottery 
or gambling and a residual current transfer that is 
paid out to the winners.

The service charge may be substantial and cover 
taxes on the production of gambling services. The 
transfers are regarded in the system as taking place 
directly between those participating in the lottery 
or gambling, that is, between households. When 
non-resident households take part significant net 
transfers can arise between the households sector 
and the rest of the world.

Time of recording: residual current transfers are 
recorded at the time they are made.

Payments of compensation

4.136 Definition: payments of compensation consist 
of current transfers paid by institutional units to 
other institutional units in compensation for injury 
to persons or damage to property, excluding pay-
ments of non-life insurance claims. Payments of 
compensation are compulsory payments awarded 
by a court of law, or voluntary payments agreed out 

of court. This heading covers voluntary payments 
made by government units or NPISHs in com-
pensation for injuries or damage caused by natu-
ral disasters other than those classified as capital 
transfers.

4.137 Time of recording: payments of compensation are 
recorded when they are made (voluntary payments) 
or when they are due (compulsory payments).

4.138 Other forms of other miscellaneous current 
transfers:

(a) current transfers from NPISHs to general gov-
ernment which are not taxes;

(b) payments by general government to public 
enterprises classified as non-financial corpo-
rate and quasi-corporate enterprises intended 
to cover abnormal pension charges;

(c) travelling fellowships and awards paid to res-
ident or non-resident households by general 
government or NPISHs;

(d) bonus payments on savings granted at inter-
vals by general government to households in 
order to reward them for their saving during 
the period;

(e) the refunds by households of expenditure 
incurred on their behalf by social welfare 
organisations;

(f) current transfers from NPISHs to the rest of the 
world;

(g) sponsoring by corporations if those payments 
cannot be regarded as purchases of advertising 
or other services (for instance, transfers for a 
good cause, or scholarships);

(h) current transfers from general government to 
households in their capacity as consumers, if 
not recorded as social benefits;

(i) the counterpart transfer from the central bank 
to MFIs (S.122 and S.125) to cover the inter-
mediate consumption of the non-directly allo-
cated part of the output of the central bank (see 
Chapter 14: FISIM).

4.139 Time of recording: the transfers listed in 4.138 are 
recorded when they are made, except those from or 
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to general government, which are recorded when 
they are due.

Other miscellaneous current transfers appear as:

(a) resources and uses in the secondary distribu-
tion of income account of all sectors;

(b) resources and uses in the external account of 
primary incomes and current transfers.

VAT- and GNI-based EU own resources 
(D.76)

4.140 Definition: the VAT- and GNI-based third and 
fourth EU own resources (D.76) are current 
transfers paid by the general government of each 
Member State to the institutions of the European 
Union.

The VAT-based third EU own resource (D.761) 
and the GNI-based fourth EU own resource 
(D.762) are contributions to the budget of the 
Union institutions. The level of the contribution of 
each Member State is based on the levels of their 
VAT base and their GNI.

The heading D.76 also includes miscellaneous non-
tax contributions of the government to the institu-
tions of the European Union (D.763).

Time of recording: VAT- and GNI-based third and 
fourth own resources are recorded when they are 
due to be paid.

VAT- and GNI-based third and fourth own 
resources are recorded as:

(a) uses in the secondary distribution of income 
account of general government;

(b) resources in the external account of primary 
incomes and current transfers.

Adjustment for the change in pension 
entitlements (D.8)

4.141 Definition: the adjustment for the change in pen-
sion entitlements (D.8) represents the adjustment 
needed to make appear in the saving of households 
the change in the pension entitlements on which 
households have a definite claim. The pension 

entitlement change comes from contributions and 
benefits recorded in the secondary distribution of 
income account.

4.142 Since households are treated in the financial 
accounts and balance sheets of the system as own-
ing the pension entitlements, an adjustment item 
is necessary to ensure that any excess of pension 
contributions over pension receipts does not affect 
household saving.

In order to neutralise this effect, an adjustment 
equal to:

the total value of actual and imputed social contri-
butions in respect of pensions payable into pension 
schemes in which households have a definite claim

plus  the total value of contribution sup-
plements payable out of property 
income attributed to pension schemes 
beneficiaries

minus the value of associated service charges

minus  the total value of pensions paid out as 
social insurance benefits by pension 
schemes

is added to the disposable income, or adjusted dis-
posable income, of households in the use of income 
accounts before arriving at saving.

In this way, the saving of households is the same as 
it would be had pension contributions and pension 
receipts not been recorded as current transfers in 
the secondary distribution of income account. This 
adjustment item is necessary in order to reconcile 
the saving of households with the change in their 
pension entitlements recorded in the financial 
account of the system. Opposite adjustments are, 
of course, needed in the use of income accounts of 
the units responsible for paying pensions.

4.143 Time of recording: the adjustment is recorded 
according to the timing of the flows which com-
pose it.

4.144 The adjustment for the change in pension entitle-
ments is recorded as:

(a) uses in the use of income accounts of the sec-
tors in which the units responsible for paying 
pensions are classified;
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(b) uses in the external account of primary incomes 

and current transfers (in the case of non-resi-
dent institutions);

(c) resources in the use of income accounts of the 
households sector;

(d) resources in the external account of primary 
incomes and current transfers (in the case of 
non-resident households).

Capital transfers (D.9)

4.145 Definition: capital transfers require the acquisi-
tion or disposal of an asset, or assets, by at least one 
of the parties to the transaction. Whether made 
in cash or in kind, they result in a commensurate 
change in the financial, or non-financial, assets 
shown in the balance sheets of one or both parties 
to the transaction.

4.146 A capital transfer in kind consists of the transfer of 
ownership of an asset (other than inventories and 
cash), or the cancellation of a liability by a creditor, 
without any counterpart being received in return.

A capital transfer in cash consists of the transfer 
of cash that the first party has raised by disposing 
of an asset, or assets (other than inventories), or 
that the second party is expected, or required, to 
use for the acquisition of an asset, or assets (other 
than inventories). The second party, the recipient, 
is obliged to use the cash to acquire an asset, or 
assets, as a condition on which the transfer is made.

The transfer value of a non-financial asset is val-
ued according to the estimated price at which the 
asset, whether new or used, could be sold on the 
market plus any transport, installation or other 
costs of ownership transfer incurred by the donor 
but excluding any such charges incurred by the 
recipient. Transfers of financial assets are valued in 
the same way as other acquisitions or disposals of 
financial assets or liabilities.

4.147 Capital transfers include capital taxes (D.91), 
investment grants (D.92) and other capital trans-
fers (D.99).

Capital taxes (D.91)

4.148 Definition: capital taxes (D.91) consist of taxes lev-
ied at irregular and very infrequent intervals on the 
values of the assets or net worth owned by institu-
tional units or on the values of assets transferred 
between institutional units as a result of legacies, 
gifts between persons, or other transfers.

4.149 Capital taxes (D.91) include:

(a) taxes on capital transfers: inheritance taxes, 
death duties and taxes on gifts between persons, 
which are levied on the capital of the beneficiar-
ies. Taxes on sales of assets are not included;

(b) capital levies: occasional and exceptional levies 
on assets or net worth owned by institutional 
units. These include betterment levies, that is 
taxes on the increase in the value of agricultural 
land due to planning permission to develop the 
land for commercial or residential purposes.

Taxes on capital gains are not recorded as capital 
taxes, but as current taxes on income, wealth, etc.

4.150 Taxes recorded in the accounts come from two 
sources: amounts evidenced by assessments and 
declarations, or cash receipts.

(a) If assessments and declarations are used, the 
amounts are adjusted by a coefficient reflecting 
assessed and declared amounts never collected. 
As an alternative treatment, a capital transfer 
to the relevant sectors is recorded equal to the 
same adjustment. The coefficients are estimated 
on the basis of past experience and current 
expectations in respect of assessed and declared 
amounts never collected. They are specific to 
different types of taxes;

(b) If cash receipts are used, they are time-adjusted 
so that the cash is attributed to when the activ-
ity took place to generate the tax liability, or if 
this is not known, when the amount of tax was 
determined. This adjustment is based on the 
average time difference between the activity (or 
the determination of the amount of tax) and 
cash tax receipt.

4.151 Capital taxes are recorded as:
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(a) changes in liabilities and net worth (-) in the 
capital account of the sectors in which the tax-
payers are classified;

(b) changes in liabilities and net worth (+) in the 
capital account of general government;

(c) changes in liabilities and net worth in the capi-
tal account of the rest of the world.

Investment grants (D.92)

4.152 Definition: investment grants (D.92) consist of 
capital transfers in cash or in kind made by govern-
ments or by the rest of the world to other resident 
or non-resident institutional units to finance all or 
part of the costs of their acquiring fixed assets.

Investment grants made by the rest of the world 
include those paid directly by the institutions of 
the European Union (e.g. transfers made by the 
European Agriculture Guarantee Fund (EAGF) 
and the European Agricultural Fund for Rural 
Development (EAFRD)).

4.153 Investment grants in kind consist of transfers of 
transport equipment, machinery and other equip-
ment by governments to other resident or non-res-
ident units and also the direct provision of build-
ings or other structures for resident or non-resi-
dent units.

4.154 The value of capital formation carried out by general 
government for the benefit of other sectors of the 
economy is recorded as investment grants when-
ever the beneficiary is identifiable and becomes the 
owner of the capital. In such cases, the capital for-
mation is recorded as changes in assets in the capi-
tal account of the beneficiary and is financed by an 
investment grant which is recorded as changes in 
liabilities and net worth in the same account.

4.155 Investment grants (D.92) include both lump sum 
payments designed to finance capital formation 
during the same period, and instalment payments 
in respect of capital formation carried out during 
an earlier period. Those parts of the annual pay-
ments by general government to enterprises which 
represent the amortisation of debts of enterprises 
undertaken for the purpose of government cap-
ital formation projects are treated as investment 
grants.

4.156 Grants for interest relief made by general govern-
ment are excluded from investment grants. The 
assumption by public authorities of part of the 
interest charges is a current distributive transac-
tion. Nevertheless, when a grant serves the dual 
purpose of financing the amortisation of the debt 
contracted and the payment of the interest on the 
capital borrowed, and when it is not possible to 
separate these two elements, the whole of the grant 
is treated in the accounts as an investment grant.

4.157 Investment grants to non-financial corporate and 
quasi-corporate enterprises include, in addition to 
grants to private enterprises, capital grants to pub-
lic enterprises recognised as institutional units, 
provided that the government department which 
makes the grant does not retain a claim against the 
public enterprise.

4.158 Investment grants to the households sector include 
equipment and modernisation grants to businesses 
other than corporate or quasi-corporate enter-
prises and grants to households for the construc-
tion, purchase and improvement of dwellings.

4.159 Investment grants to general government include 
payments (except grants for interest relief) made 
to subsectors of general government for the pur-
pose of financing capital formation. Investment 
grants within general government are flows inter-
nal to the general government sector and do not 
appear in a consolidated account for the sector as 
whole. Examples of investment grants within gen-
eral government are transfers from central gov-
ernment to local government for the specific pur-
pose of financing their gross fixed capital forma-
tion. Transfers intended for various indeterminate 
purposes are recorded as current transfers within 
general government, even if they are used to cover 
expenditure on capital formation.

4.160 Investment grants to non-profit institutions from 
general government and from the rest of the world 
are distinguished from current transfers to non-
profit institutions by using the criteria set out in 
paragraph 4.159.

4.161 Investment grants to the rest of the world are 
restricted to transfers with the specific objective of 
financing capital formation by non-resident units. 
They include, for example, unrequited transfers 
for the construction of bridges, roads, factories, 
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hospitals or schools in developing countries, or for 
constructing buildings for international organi-
sations. They may comprise instalment payments 
over a period of time as well as single payments. 
This heading also covers the supply of fixed capital 
goods free of charge or at a reduced value.

4.162 Time of recording: investment grants in cash are 
recorded when the payment is due to be made. 
Investment grants in kind are recorded when the 
ownership of the asset is transferred.

4.163 Investment grants are recorded as:

(a) changes in liabilities and net worth (-) in the 
capital account of general government;

(b) changes in liabilities and net worth (+) in the 
capital account of the sectors receiving the 
grants;

(c) changes in liabilities and net worth in the capi-
tal account of the rest of the world.

Other capital transfers (D.99)

4.164 Definition: other capital transfers (D.99) cover 
transfers other than investment grants and capital 
taxes which do not themselves redistribute income 
but redistribute saving or wealth among the dif-
ferent sectors or subsectors of the economy or the 
rest of the world. They can be made in cash or kind 
(cases of debt assumption or debt cancellation) and 
correspond to voluntary transfers of wealth.

4.165 Other capital transfers (D.99) include the following 
transactions:

(a) payments by general government or by the 
rest of the world to the owners of capital goods 
destroyed or damaged by acts of war, other 
political events or natural disasters (floods etc.);

(b) transfers from general government to non-
financial corporate and quasi-corporate enter-
prises to cover losses accumulated over sev-
eral financial years or exceptional losses from 
causes beyond the control of the enterprise 
(even in the case of a capital injection);

(c) transfers between subsectors of general govern-
ment designed to cover unexpected expend-
iture or accumulated deficits. Such transfers 

between subsectors of general government are 
flows within the general government sector and 
do not appear in a consolidated account for the 
sector as a whole;

(d) non-recurrent bonus payments on savings 
granted by general government to households 
to reward them for their savings carried out 
over a period of several years;

(e) legacies, large gifts between persons, and dona-
tions between units belonging to different sec-
tors, including legacies or large gifts to non-
profit institutions (NPIs). Examples of gifts to 
NPIs are gifts to universities to cover the costs 
of building new residential colleges, libraries, 
laboratories, etc.;

(f) the counterpart transaction of cancellation of 
debts by agreement between institutional units 
belonging to different sectors or subsectors (for 
example, the cancellation by the government of 
a debt owed to it by a foreign country; payments 
in fulfilment of guarantees which free default-
ing debtors from their obligations) — except 
the particular case of taxes and social contri-
butions payable to the general government sec-
tor (see point (j)). Such cancellations by mutual 
agreement are treated as a capital transfer from 
the creditor to the debtor equal to the value of 
the outstanding debt at the time of cancellation. 
Likewise the counterpart transaction of debt 
assumption, and of other similar transactions 
(activation of guarantees related to non-stand-
ardised guarantee schemes, or debt reschedul-
ing where part of debt is extinguished or trans-
ferred), is another capital transfer. However, 
the following are excluded:

(1) cancellation of financial claims against and 
assumption of liabilities from quasi-corporations 
by the owner of the quasi-corporation. This case 
is treated as a transaction in equity and investment 
fund shares (F.5);

(2) debt cancellation against and debt assumption 
from a public corporation by government which 
disappears as an institutional unit in the system. 
This case is recorded in the other changes in the 
volume of assets account (K.5);

(3) debt cancellation against and debt assumption 
from a public corporation by government as a 
part of an ongoing process of privatisation to be 
achieved in a short-term perspective. This case is 
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treated as a transaction in equity and investment 
fund shares (F.5).

 The writing-off of debt is not a transaction 
between institutional units and therefore is not 
recorded in either the capital account or the 
financial account. If the creditor decides such 
a write-off, it is recorded in the other changes 
in the volume of assets accounts of the credi-
tor and the debtor. Provisions for bad debt are 
treated as book-keeping entries that are internal 
to the institutional producer unit and are not 
recorded except in the case of expected losses 
on non-performing loans, which are recorded 
as memorandum items in the balance sheets. 
The unilateral repudiation of debt by a debtor 
is also not a transaction and is not recorded;

(g) that part of realised capital gains (or losses) 
which is redistributed to another sector, as, for 
example, capital gains redistributed by insur-
ance companies to households. However, the 
counterpart transactions of transfers to general 
government of the proceeds of privatisation 
made indirectly (through a holding company 
for example) are recorded as financial transac-
tions in equity and investment fund shares (F.5) 
and have no impact on the level of net lending/
net borrowing of the general government;

(h) major payments in compensation for dam-
age or injuries not covered by insurance poli-
cies (except payments by general government 
or by the rest of the world described in point 
(a)). The payments are awarded by courts of 
law or settled out of court. Examples are pay-
ments of compensation for damage caused by 
major explosions, oil spillages, the side-effects 
of drugs, etc.;

(i) extraordinary payments into social insurance 
funds made by employers (including govern-
ment) or by government (as part of its social 
function), in so far as these payments are 
designed to increase the actuarial reserves of 
these funds. The accompanying adjustment 
from social insurance funds to households is 
also recorded as other capital transfers (D.99);

(j) when taxes and social contributions payable to 
the general government sector are recorded on 
the basis of assessments and declarations, the 
part unlikely to be collected is neutralised in the 

same accounting period. This is done by record-
ing an ‘other capital transfer’ (D.99), as an entry 
under D.995, between general government and 
the relevant sectors. This D.995 flow is subdi-
vided according to the coding of the different 
taxes and social contributions concerned;

(k) insurance settlements in the wake of a catas-
trophe: following a catastrophe, the total value 
of the claims related to the catastrophe, as 
obtained from insurance industry information, 
is recorded as a capital transfer from the insur-
ance corporations to the policy holders. When 
information on claims related to the catas-
trophe cannot be provided by the insurance 
industry, the catastrophe-related claims are 
estimated as the difference between the actual 
claims and the adjusted claims in the period of 
the catastrophe;

(l) community built assets where responsibility for 
maintenance is then assumed by government.

4.166 Time of recording is determined as follows:

(a) other capital transfers in cash are recorded 
when the payment is due to be made;

(b) other capital transfers in kind are recorded 
when the ownership of the asset is transferred 
or the liability cancelled by the creditor.

4.167 Other capital transfers are shown among changes 
in liabilities and net worth in the capital account of 
sectors and of the rest of the world.

Employee stock options (ESOs)

4.168 A particular form of income in kind is the prac-
tice of an employer giving an employee the option 
to buy stocks (shares) at a specified price at some 
future date. An ESO is similar to a financial deriv-
ative and the employee may choose not to exercise 
the option, either because the share price is now 
lower than the price at which he can exercise the 
option or because he has left the employ of that 
employer and so forfeits his option.

4.169 Typically an employer informs his employees of the 
decision to make a stock option available at a given 
price (the strike price or exercise price) after a cer-
tain time under certain conditions (for example, 
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that the employee is still in the enterprise’s employ, 
or conditional on the performance of the enter-
prise). The time of recording of the employee stock 
option in the national accounts has to be carefully 
specified. The ‘grant date’ is when the option is pro-
vided to the employee, the ‘vesting date’ is the earli-
est date when the option can be exercised, and the 
‘exercise date’ is when the option is actually exer-
cised (or lapses).

4.170 The International Accounting Standards Board 
(IASB) accounting recommendations are that the 
enterprise derives a fair value for the options at 
grant date by taking the strike price of the shares 
at that time multiplied by the number of options 
expected to be exercisable at vesting date divided 
by the number of service years expected to be pro-
vided until the vesting date.

4.171 In the ESA, if there is neither an observable market 
price nor an estimate made by the corporation in 
line with the recommendations just given, the valu-
ation of the options may be estimated using a stock 
options pricing model. Such models aim to capture 
two effects in the value of the option. The first effect 
is a projection of the amount by which the market 
price of the shares in question will exceed the strike 
price at the vesting date. The second effect allows 
for the expectation that the price will rise further 
between the vesting date and exercise date.

4.172 Before the option is exercised, the arrangement 
between the employer and employee has the nature 
of a financial derivative and is shown as such in the 
financial accounts of both parties.

4.173 An estimate of the value of the ESO is to be made at 
grant date. This amount must be included as part of 
compensation of employees spread over the period 

between the grant date and vesting date, if possible. 
If this is not possible, the value of the option has to 
be recorded at vesting date.

4.174 The costs of administering ESOs are borne by the 
employer and are treated as part of intermediate 
consumption just as any other administrative func-
tions associated with compensation of employees.

4.175 Although the value of the stock option is treated as 
income, there is no investment income associated 
with ESOs.

4.176 In the financial account, the acquisition of ESOs 
by households matches the corresponding part of 
compensation of employees with a matching liabil-
ity of the employer.

4.177 In principle, any change in value between the 
grant date and vesting date is to be treated as part 
of compensation of employees while any change 
in value between vesting date and exercise date is 
not treated as compensation of employees but as a 
holding gain or loss. In practice, it is most unlikely 
that estimates of the costs of ESOs to the employers 
are revised between grant date and exercise date. 
For pragmatic reasons, therefore, the whole of 
the increase between grant date and exercise date 
is treated as a holding gain or loss. An increase in 
value of the share price above the strike price is a 
holding gain for the employee and a holding loss 
for the employer and vice versa.

4.178 When an ESO is exercised, the entry in the balance 
sheet disappears and is replaced by the value of the 
stocks (shares) acquired. This change in classifi-
cation takes place via transactions in the financial 
account and not via the other changes in the vol-
ume of assets account.
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CHAPTER 5

Financial transactions
5.01 Definition: financial transactions (F) are transac-

tions in financial assets (AF) and liabilities between 
resident institutional units, and between them and 
non-resident institutional units.

5.02 A financial transaction between institutional units 
is a simultaneous creation or liquidation of a finan-
cial asset and the counterpart liability, or a change 
in ownership of a financial asset, or an assumption 
of a liability.

General features of financial 
transactions

Financial assets, financial claims, and 
liabilities

5.03 Definition: financial assets consist of all financial 
claims, equity and the gold bullion component of 
monetary gold.

5.04 Financial assets are stores of value representing 
a benefit or series of benefits accruing to an eco-
nomic owner by holding or using the assets over 
a period of time. They are a means of carrying 
forward values from one accounting period to 
another. Benefits are settled through payments, 
which are typically currency (AF.21) and transfer-
able deposits (AF.22).

5.05 Definition: a financial claim is the right of a credi-
tor to receive a payment or series of payments from 
a debtor.

Financial claims are financial assets that have cor-
responding liabilities. Equity and investment fund 
shares or units (AF.5) are treated as a financial 
asset with a corresponding liability even though 
the claim of the holder on the corporation is not a 
fixed amount.

5.06 Definition: liabilities are established when a debtor 
is obliged to provide a payment or a series of pay-
ments to a creditor.

5.07 The gold bullion component of monetary gold, 
held by monetary authorities as a reserve asset, is 
treated as a financial asset even if a holder does not 
have claims on other designated units. There is no 
matching liability for gold bullion.

Contingent assets and contingent liabilities

5.08 Definition: contingent assets and contingent liabili-
ties are agreements whereby one party is obliged to 
provide a payment or series of payments to another 
unit only where certain specific conditions prevail.

As they do not give rise to unconditional obliga-
tions, contingent assets and contingent liabilities 
are not considered as financial assets and liabilities.

5.09 Contingent assets and contingent liabilities 
include:

(a) one-off guarantees of payment by third par-
ties since payment is only required if the debtor 
defaults;

(b) loan commitments providing a guarantee that 
funds will be made available but no financial 
asset exists until funds are actually advanced;

(c) letters of credit which constitute promises to 
make a payment conditional upon the pres-
entation of certain documents specified by a 
contract;

(d) lines of credit which are promises to make loans 
to a specified customer up to a specified limit;

(e) underwritten note issuance facilities (NIFs) 
providing a guarantee that a potential debtor 
will be able to sell short-term debt securities 
known as notes, and that the bank issuing the 
facility will take up any notes not sold on the 
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market or will provide equivalent advances; 
and

(f) pension entitlements under unfunded gov-
ernment defined benefit employer pension 
schemes or social security pension funds. Such 
pension entitlements are recorded in the sup-
plementary table on accrued-to-date pension 
entitlements in social insurance, and not in the 
core accounts.

5.10 Contingent assets and contingent liabilities do not 
include:

(a) reserves of insurance, pension and standard-
ised guarantee schemes (AF.6);

(b) financial derivatives (AF.7) where the arrange-
ments themselves have a market value because 
they are tradable or can be offset on the market.

5.11 Although contingent assets and contingent lia-
bilities are not recorded in the accounts, they are 
important for policy and analysis, and informa-
tion on them needs to be collected and presented 
as supplementary data. Even though no payments 
may turn out to be due for contingent assets and 
contingent liabilities, a high level of contingencies 
may indicate an undesirable level of risk on the 
part of those units offering them.

Box 5.1 —Treatment of guarantees in the system

B5.1.1. Definition: guarantees are arrangements whereby 
the guarantor undertakes to a lender that if a bor-
rower defaults, the guarantor will make good the 
loss the lender would otherwise suffer.

Often a fee is payable for the provision of a guarantee.

B5.1.2. Three different types of guarantees are distin-
guished. These apply only to guarantees provided 
in the case of financial assets. No special treatment 
is proposed for guarantees in the form of manufac-
turers’ warrantees or other forms of guarantee. The 
three types of guarantee are:

(a) guarantees provided by means of a financial 
derivative, such as a credit default swap. Such 
derivatives are based on the risk of default of 
reference financial assets and are not linked to 
individual loans or debt securities;

(b) standardised guarantees are issued in large 
numbers, usually for fairly small amounts. 
Examples are export credit guarantees or stu-
dent loan guarantees. Even though the degree 
of probability of any one standardised guaran-
tee being called is uncertain, the fact that there 
are many similar guarantees means that a reli-
able estimate of the number of calls under the 
guarantee can be made. Standardised guaran-
tees are treated as giving rise to financial assets 
and not contingent assets;

(c) one-off guarantees, where the associated risk 
cannot be calculated with any degree of accu-
racy, due to a lack of comparable cases. The 
granting of a one-off guarantee is considered a 
contingent asset or a contingent liability and is 
not recorded as a financial asset or a liability.

Categories of financial assets and liabilities

5.12 Eight categories of financial assets are distinguished:

AF.1 Monetary gold and special drawing rights;

AF.2 Currency and deposits;

AF.3 Debt securities;

AF.4 Loans;

AF.5 Equity and investment fund shares or units;

AF.6  Insurance, pension and standardised guar-
antee schemes;

AF.7  Financial derivatives and employee stock 
options;

AF.8 Other accounts receivable/payable.

5.13 Each financial asset has a counterpart liability, 
with the exception of the gold bullion component 
of monetary gold held by monetary authorities 
as a reserve asset classified in the category mon-
etary gold and special drawing rights (F.1). With 
this exception, eight categories of liabilities are dis-
tinguished corresponding to the categories of the 
counterpart financial assets.

5.14 The classification of financial transactions corre-
sponds to the classification of financial assets and 
liabilities. Eight categories of financial transactions 
are distinguished relating to:
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F.1 monetary gold and special drawing rights;

F.2 currency and deposits;

F.3 debt securities;

F.4 loans;

F.5 equity and investment fund shares or units;

F.6  insurance, pension and standardised guaran-
tee schemes;

F.7  financial derivatives and employee stock 
options;

F.8 other accounts receivable/payable.

5.15 Given the symmetry of financial claims and lia-
bilities, the term ‘instrument’ is used to relate to 
both the asset and the liability aspect of financial 
transactions. Its use does not imply an extension 
of the coverage of financial assets and liabilities by 
including off-balance sheet items which are some-
times described as financial instruments in mone-
tary and financial statistics.

Balance sheets, financial account, and 
other flows

5.16 The financial assets held and the liabilities out-
standing at a particular point in time are recorded 
in the balance sheet. Financial transactions result 
in changes between opening and closing balance 
sheets. However, changes between the opening 
balance sheet and the closing balance sheet are 
also due to other flows, which are not interactions 
between institutional units by mutual agreement. 
Other flows related to financial assets and liabil-
ities are broken down into revaluations in finan-
cial assets and liabilities, and changes in the volume 
of financial assets and liabilities not due to finan-
cial transactions. Revaluations are recorded in the 
revaluation account and changes in volume in the 
other changes in the volume of assets account.

5.17 The financial account is the final account in the 
sequence of accounts that record transactions. The 
financial account does not have a balancing item 
that is carried forward to another account. The bal-
ancing item of the financial account, the net acqui-
sitions of financial assets less net incurrence of 

liabilities, is net lending (+) or net borrowing (-) 
(B.9F).

5.18 The balancing item of the financial account is con-
ceptually identical to the balancing item of the cap-
ital account. In practice, a discrepancy is usually 
found between them because they are calculated 
on the basis of different statistical data.

Valuation

5.19 Financial transactions are recorded at transac-
tion values, that is, the values in national cur-
rency at which the financial assets and/or liabili-
ties involved are created, liquidated, exchanged or 
assumed between institutional units, on the basis 
of commercial considerations.

5.20 Financial transactions and their financial or non-
financial counterpart transactions are recorded 
at the same transaction value. There are three 
possibilities:

(a) the financial transaction gives rise to a payment 
in national currency: the transaction value is 
equal to the amount exchanged;

(b) the financial transaction is a transaction in for-
eign currency and the counterpart transac-
tion is not a transaction in national currency: 
the transaction value is equal to the amount in 
national currency at the market rate prevailing 
when the payment takes place; and

(c) neither the financial transaction nor its coun-
terpart transaction is a transaction in cash or 
via other means of payment: the transaction 
value is the current market value of the finan-
cial assets and/or liabilities involved.

5.21 The transaction value refers to a specific financial 
transaction and its counterpart transaction. In con-
cept, the transaction value is to be distinguished 
from a value based on a price quoted on the market, 
a fair market price, or any price that is intended to 
express the generality of prices for a class of similar 
financial assets and/or liabilities. However, in cases 
where the counterpart transaction of a financial 
transaction is, for example, a transfer and there-
fore the financial transaction may be undertaken 
other than for purely commercial considerations, 
the transaction value is identified with the current 
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market value of the financial assets and/or liabili-
ties involved.

5.22 The transaction value does not include service 
charges, fees, commissions, or similar payments 
for services provided in carrying out the transac-
tions; such items are to be recorded as payments 
for services. Taxes on financial transactions are 
also excluded and are treated as taxes on services 
within taxes on products. When a financial trans-
action involves a new issue of liabilities, the trans-
action value is equal to the amount of the liability 
incurred, excluding any prepaid interest. Similarly, 
when a liability is extinguished, the transaction 
value for both creditor and debtor must corre-
spond to the reduction of the liability.

Net and gross recording

5.23 Definition: net recording of financial transactions 
means that acquisitions of financial assets are 
shown net of disposals of financial assets, and that 
incurrences of liabilities are shown net of repay-
ments of liabilities.

Financial transactions may be represented net 
across financial assets with different characteristics 
and with different debtors or creditors, provided 
they are within the same category or subcategory.

5.24 Definition: gross recording of financial transactions 
means that acquisitions and disposals of financial 
assets are shown separately, as are incurrences and 
repayments of liabilities.

Gross recording of financial transactions shows the 
same amount of net lending and net borrowing as 
if financial transactions were recorded net.

Financial transactions are to be recorded gross in 
cases of detailed financial market analyses.

Consolidation

5.25 Definition: consolidation in the financial account 
refers to the process of offsetting transactions in 
financial assets for a given group of institutional 
units against the counterpart transactions in liabil-
ities for the same group of institutional units.

Consolidation can be performed at the level of 
the total economy, of institutional sectors, and 

of subsectors. The financial account of the rest of 
the world is consolidated by definition since only 
transactions of the non-resident institutional units 
with resident institutional units are recorded.

5.26 Different levels of consolidation are appropri-
ate for different types of analysis. For exam-
ple, consolidation of the financial account for the 
total economy emphasises the economy’s finan-
cial transactions with non-resident institutional 
units since all financial transactions between res-
ident institutional units are netted on consolida-
tion. Consolidation for sectors permits the trac-
ing of overall financial transactions between sec-
tors with net lending and those with net borrow-
ing. Consolidation at the subsector level for finan-
cial corporations can provide much more detail 
on financial intermediation and allow, for exam-
ple, the identification of monetary financial insti-
tutions’ transactions with other financial corpo-
rations as well as with other resident sectors and 
with non-resident institutional units. Another area 
where consolidation can be instructive at the sub-
sector level is within the general government sec-
tor, since transactions between the various subsec-
tors of government are not eliminated.

5.27 As a rule, the accounting entries in the ESA 2010 
are not consolidated, as a consolidated financial 
account requires information on the counterpart 
grouping of institutional units. This requires finan-
cial transaction data on a from-whom-to-whom 
basis. For example, the compilation of consoli-
dated general government liabilities requires a dis-
tinction to be made, among the holders of general 
government liabilities, between general govern-
ment and other institutional units.

Netting

5.28 Definition: netting is the consolidation at the level 
of a single institutional unit whereby accounting 
entries on both sides of the account for the same 
transaction item are offset against one another. 
Netting is to be avoided unless source data are 
lacking.

5.29 Various degrees of netting can be distinguished as 
transactions in liabilities are subtracted from trans-
actions in financial assets for the same financial 
asset category or subcategory.
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5.30 When a department of an institutional unit pur-

chases bonds issued by another department of the 
same institutional unit, the financial account of the 
unit does not record the transaction as the acqui-
sition of a claim by one department on another. 
The transaction is recorded as a redemption of lia-
bilities rather than an acquisition of consolidat-
ing assets. Such financial instruments are viewed 
as netted. Netting is to be avoided if it is neces-
sary to keep the financial instrument on both the 
asset side and the liability side to follow the legal 
presentation.

5.31 Netting may be unavoidable for transactions of an 
institutional unit in financial derivatives, where 
separate data on transactions in assets and liabili-
ties are usually not available. It is appropriate to net 
these transactions because the value of a position in 
financial derivatives may switch sign, i.e. to change 
from an asset to a liability position, as the value of 
the instrument ‘underlying’ the derivative contract 
changes in relation to the price in the contract.

Accounting rules for financial transactions

5.32 Quadruple-entry is an accounting practice in 
which each transaction involving two institutional 
units is recorded twice by each unit. For example 
businesses exchanging goods for cash will result 
in entries in both the production account and the 
financial account for each unit. Quadruple-entry 
accounting ensures symmetry of reporting by the 
institutional units involved, and so consistency in 
the accounts.

5.33 A financial transaction always has a counterpart 
transaction. This counterpart may be another 
financial transaction or a non-financial transaction.

5.34 Where a transaction and its counterpart are both 
financial transactions, they change the portfolio of 
financial assets and liabilities and they may change 
the totals of both financial assets and liabilities of 
the institutional units, but they do not change net 
lending/net borrowing or net worth.

5.35 The counterpart of a financial transaction may 
be a non-financial transaction such as a transac-
tion in products, a distributive transaction, or a 
transaction in non-financial non-produced assets. 
Where the counterpart transaction of a financial 

transaction is not a financial transaction, net lend-
ing/net borrowing of the institutional units will 
change.

A financial transaction with a current or a 
capital transfer as counterpart

5.36 The counterpart transaction of a financial trans-
action may be a transfer. In this case, the finan-
cial transaction involves a change in ownership of 
a financial asset, or an assumption of a liability as 
debtor, known as debt assumption, or the simulta-
neous liquidation of a financial asset and the coun-
terpart liability, known as debt cancellation or debt 
forgiveness. Debt assumption and debt cancella-
tion are capital transfers (D.9) and recorded in the 
capital account.

5.37 If the owner of a quasi-corporation assumes lia-
bilities from or cancels financial claims against the 
quasi-corporation, the counterpart transaction of 
debt assumption or debt cancellation is a transac-
tion in equity (F.51). However, if the operation is 
intended to cover accumulated losses or an excep-
tionally large loss, or is made in the context of per-
sistent losses, then the operation is classified as a 
non-financial transaction — a capital transfer or a 
current transfer.

5.38 If government cancels or assumes debt from a pub-
lic corporation which disappears as an institutional 
unit in the system, no transaction is recorded in 
the capital account or the financial account. In this 
case a flow is recorded in the other changes in the 
volume of assets account.

5.39 If government cancels or assumes debt from a pub-
lic corporation as part of a process of privatisation 
to be achieved in the short term, the counterpart 
transaction is a transaction in equity (F.51) up to 
the total of privatisation receipts. In other words, 
the government, by cancelling or assuming debt 
of the public corporation, is considered to be tem-
porarily increasing its equity in the corporation. 
Privatisation means the giving up of control over 
that public corporation by the disposal of equity. 
Such a cancellation of debt or debt assumption 
leads to an increase of the own funds of the pub-
lic corporation, even in the absence of an issue of 
equity.



5 Financial transactions

130 European system of accounts — ESA 2010 

5.40 The writing-off or writing-down of bad debts by 
creditors and the unilateral cancellation of a liabil-
ity by a debtor, known as debt repudiation, are not 
transactions because they do not involve interac-
tions between institutional units by mutual agree-
ment. The writing-off or writing-down of bad debts 
by creditors is recorded in the other changes in the 
volume of assets account.

A financial transaction with property 
income as counterpart

5.41 The counterpart transaction of a financial transac-
tion may be property income.

5.42 Interest (D.41) is receivable by creditors and pay-
able by debtors of certain kinds of financial claims 
classified in the monetary gold and special drawing 
rights (AF.1), currency and deposits (AF.2), debt 
securities (AF.3), loans (AF.4) and other accounts 
receivable/payable (AF.8) categories.

5.43 Interest is recorded as accruing continuously over 
time to the creditor on the amount of principal 
outstanding. The counterpart transaction of an 
entry in interest (D.41) is a financial transaction 
creating a financial claim of the creditor against the 
debtor. The accumulation of interest is recorded in 
the financial account with the financial instrument 
to which it relates. The effect of this financial trans-
action is that interest is reinvested. The actual pay-
ment of interest is not recorded as interest (D.41), 
but as a transaction in currency and deposits (F.2) 
matched by an equivalent repayment of the rele-
vant asset reducing the net financial claim of the 
creditor against the debtor.

5.44 When accrued interest is not paid when due, it 
gives rise to interest arrears. As it is the accrued 
interest which is recorded, interest arrears do not 
change the total of financial assets or liabilities.

5.45 Income of corporations comprises dividends 
(D.421), withdrawals of income from quasi-cor-
porations (D.422), reinvested earnings on foreign 
direct investment, (D.43) and retained earnings of 
domestic enterprises. The effect of the counterpart 
financial transaction in the case of reinvested earn-
ings is that the property income is reinvested in the 
direct investment enterprise.

5.46 Dividends are recorded as investment income at 
the time the shares start to be quoted ex-dividend. 
This also applies to withdrawals of income from 
quasi-corporations. A different recording is made 
for extraordinarily large dividends or withdraw-
als that are out of line with recent experience of 
the amount of income available for distribution to 
the owners of the corporation. Such excess distri-
bution is recorded as a withdrawal of equity in the 
financial account and not as investment income.

5.47 Property income receivable by investment funds, 
net of a part of management costs, and assigned to 
shareholders, even though it is not distributed, is 
recorded in property income with a counterpart 
entry in the financial account under investment 
fund shares or units. The effect is that the income 
assigned to shareholders but not distributed is 
treated as reinvested in the fund.

5.48 Investment income is attributed to insurance pol-
icy holders (D.44), holders of pension entitlements, 
and holders of investment fund shares. Regardless 
of the amount actually distributed by the insurance 
corporation, pension fund or investment fund, the 
full amount of investment income received by the 
insurance corporation or fund is recorded as dis-
tributed to the policy holders or holders of shares. 
The amount not actually distributed is recorded in 
the financial account as reinvestment.

Time of recording

5.49 Financial transactions and their counterpart trans-
actions are recorded at the same point in time.

5.50 When the counterpart of a financial transaction is 
a non-financial transaction, both are recorded at 
the time the non-financial transaction takes place. 
For example, when sales of goods or services give 
rise to a trade credit, this financial transaction is to 
be recorded when the entries are made in the rel-
evant non-financial account, when the ownership 
of the goods is transferred or when the service is 
provided.

5.51 When the counterpart of a financial transaction is a 
financial transaction, there are three possibilities:

(a) both financial transactions are transactions 
in cash or other means of payment: they are 
recorded at the time the first payment is made;
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(b) only one of the two financial transactions is a 

transaction in cash or other means of payment: 
they are recorded at the time payment is made; 
and

(c) neither of the two financial transactions is a 
transaction in cash or other means of payment: 
they are recorded at the time the first financial 
transaction takes place.

A from-whom-to-whom financial account

5.52 The from-whom-to-whom financial account or the 
financial account by debtor/creditor is an exten-
sion of the non-consolidated financial account. 
It is a three dimensional presentation of financial 
transactions where both parties to a transaction are 
shown, as well as the nature of the financial instru-
ment being transacted.

This presentation provides information on debtor/
creditor relationships and is consistent with a 
from-whom-to-whom financial balance sheet. No 
information is provided on the institutional units 
to whom financial assets were sold or from whom 
financial assets were bought. This also applies to 
corresponding transactions in liabilities. The from-
whom-to-whom financial account is also known as 
the flow of funds matrix.

5.53 Based on the principle of quadruple-entry account-
ing a from-whom-to-whom financial account has 

three dimensions: the financial instrument cat-
egory, the sector of the debtor, and the sector of 
the creditor. A from-whom-to-whom financial 
account requires three-dimensional tables cover-
ing the breakdowns by financial instrument, debtor 
and creditor. Such tables show the financial trans-
actions cross-classified by debtor sector and credi-
tor sector as shown in Table 5.1.

5.54 The table for the financial instrument debt secu-
rities category shows that, as a result of transac-
tions in the reference period, the debt securities 
acquired, net of disposals, by households and by 
non-profit institutions serving households (275) 
represent claims on non-financial corporations 
(65), financial corporations (43), general govern-
ment (124), and the rest of the world (43). The table 
shows that, as a result of transactions in the refer-
ence period, non-financial corporations incurred, 
net of redemptions, liabilities in the form of debt 
securities of 147: their liabilities in this form to 
other non-financial corporations increased by 30, 
to financial corporations by 23, to general govern-
ment by 5, to households and non-profit institu-
tions serving households by 65 and to the rest of 
the world by 24. No debt securities were issued 
by households and non-profit institutions serving 
households. Because of the consolidated presen-
tation of the rest of the world, no transactions are 
shown between non-resident institutional units. 
Similar tables can be compiled for all financial 
instrument categories.
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Table 5.1 — A from-whom-to-whom financial account for debt securities

Debtor sector

Creditor sector

Net incurrence of debt securities by

Non-financial 
corporations

Financial 
corporations

General 
government

Households 
and non-profit 

institutions 
serving 

households

National 
economy

Rest of 
the world

Total

Net 
acquisition 
of debt 
securities by

Non-financial 
corporations 30 11 67 108 34 142

Financial 
corporations 23 22 25 70 12 82

General 
government 5 2 6 13 19 32

Households 
and non-
profit 
institutions 
serving 
households

65 43 124 232 43 275

National 
economy 123 78 222 423 108 531

Rest of the 
world 24 28 54 106 106

Total 147 106 276 529 108 637

5.55 The from-whom-to-whom financial account 
allows analysis of who is financing whom, to what 
amount and by which financial asset. It provides 
the answers to questions such as:

(a) What are the counterpart sectors for the finan-
cial assets acquired net, or for the liabilities 
incurred net by an institutional sector?

(b) Which are the corporations with which the 
general government sector participates?

(c) What amounts of debt securities do resident 
sectors and the rest of the world acquire (net 
of disposals), which have been issued (net of 
redemptions) by general government, financial 
or non-financial corporations, and the rest of 
the world?

Classification of financial transactions 
by categories in detail

The following definitions and descriptions are of finan-
cial instruments. When a transaction is being recorded, 
the code used is F. When the underlying stock level or 

position of an asset or liability is being recorded, then the 
coding is AF.

Monetary gold and special drawing rights 
(F.1)

5.56 The monetary gold and special drawing rights 
(SDRs) (F.1) category consists of two subcategories:

(a) monetary gold (F.11); and

(b) special drawing rights (SDRs) (F.12).

Monetary gold (F.11)

5.57 Definition: monetary gold is gold to which mon-
etary authorities have title and which is held in 
reserve assets.

It includes gold bullion, and unallocated gold 
accounts with non-residents that give title to claim 
the delivery of gold.

5.58 Monetary authorities include the central bank and 
central government institutions which carry out 
operations usually attributed to the central bank. 
Such operations include the issue of currency, 
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maintenance and management of reserve assets 
and the operation of exchange stabilisation funds.

5.59 Being subject to the effective control of monetary 
authorities means that:

(a) the resident unit can transact in these claims 
on non-residents only on the terms specified by 
the monetary authorities or with their express 
approval;

(b) the monetary authorities have access on 
demand to these claims on non-residents to 
meet balance of payments financing needs and 
other related purposes; and

(c) there is a prior law or other binding arrange-
ment confirming points (a) and (b) above.

5.60 All monetary gold is included in reserve assets or 
is held by international financial organisations. Its 
components are:

(a) gold bullion (including monetary gold held in 
allocated gold accounts); and

(b) unallocated gold accounts with non-residents.

5.61 Gold bullion included in monetary gold is the only 
financial asset for which there is no counterpart lia-
bility. It takes the form of coins, ingots, or bars with 
a purity of at least 995 parts per 1 000. Gold bullion 
not held as reserve assets is a non-financial asset 
and is included in non-monetary gold.

5.62 Allocated gold accounts provide ownership of a 
specific piece of gold. The ownership of the gold 
remains with the entity placing it for safe custody. 
These accounts typically offer purchasing, storing, 
and selling facilities. When held as reserve assets, 
allocated gold accounts are classified as monetary 
gold, and so as a financial asset. When not held as 
reserve assets, allocated gold accounts represent 
ownership of a commodity, namely non-monetary 
gold.

5.63 In contrast to allocated gold accounts, unallo-
cated gold accounts represent a claim against the 
account operator to deliver gold. When held as 
reserve assets, unallocated gold accounts are clas-
sified as monetary gold, and so as a financial asset. 
Unallocated gold accounts not held as reserve 
assets are classified as deposits.

5.64 Transactions in monetary gold consist predom-
inantly of purchases and sales of monetary gold 
among monetary authorities or certain interna-
tional financial organisations. There cannot be any 
transactions in monetary gold involving institu-
tional units other than those. Purchases of mon-
etary gold are recorded in the financial accounts 
of monetary authorities as an increase in financial 
assets and sales are recorded as a decrease in finan-
cial assets. The counterpart entries are recorded 
respectively as a decrease in financial assets or an 
increase in financial assets of the rest of the world.

5.65 If monetary authorities add non-monetary gold to 
their holdings of monetary gold (for example, by 
purchasing gold on the market), or release mon-
etary gold from their holdings for non-monetary 
purposes (for example, by selling it on the market), 
they are deemed to have monetised or demonetised 
gold, respectively. Monetisation or demonetisation 
of gold does not give rise to entries in the financial 
account, but to entries in the other changes in the 
volume of assets account as a change in classifica-
tion of assets and liabilities, i.e. the reclassification 
of gold from a valuable (AN.13) to monetary gold 
(AF.11) (paragraphs 6.22-6.24). Demonetisation 
of gold is reclassification of monetary gold to a 
valuable.

5.66 Deposits, loans, and securities denominated in gold 
are treated as financial assets other than monetary 
gold and are classified along with similar financial 
assets in foreign currency in the appropriate cat-
egory. Gold swaps are forms of securities repur-
chase agreements (repos) involving either mon-
etary gold or non-monetary gold. They imply the 
exchange of gold for a deposit with an agreement 
that the transaction will be reversed at an agreed 
future date at an agreed gold price. Following the 
general practice for the recording of reverse trans-
actions, the gold taker will not record the gold on 
its balance sheet, while the gold provider will not 
remove the gold from its balance sheet. Gold swaps 
are recorded as collateralised loans by both par-
ties, where the collateral is gold. Monetary gold 
swaps are undertaken between monetary author-
ities or between monetary authorities and other 
parties, while non-monetary gold swaps are similar 
transactions without the involvement of monetary 
authorities.
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5.67 Gold loans consist of the delivery of gold for a 
given time period. As for other reverse transac-
tions, legal ownership of the gold is transferred, but 
the risks and benefits of changes in the gold price 
remain with the lender. Gold borrowers often use 
these transactions to cover their sales to third par-
ties in periods of gold shortage. A fee, determined 
by the value of the underlying asset and the dura-
tion of the reverse transaction, is paid to the origi-
nal owner for the use of the gold.

5.68 Monetary gold is a financial asset; the fees for gold 
loans are accordingly payments for putting a finan-
cial asset at the disposal of another institutional 
unit. Fees associated with loans of monetary gold 
are treated as interest. This also applies as a sim-
plifying convention to fees paid on loans of non-
monetary gold.

SDRs (F.12)

5.69 Definition: SDRs are international reserve assets 
created by the International Monetary Fund (IMF) 
and which are allocated to its members to supple-
ment existing reserve assets.

5.70 The SDR Department of the IMF manages reserve 
assets by allocating SDRs among member coun-
tries of the IMF and certain international agencies, 
collectively known as the participants.

5.71 The creation of SDRs through their allocation, and 
extinguishing them through their cancellations, 
are transactions. Allocations of SDRs are recorded 
gross as acquisition of an asset in the financial 
accounts of the monetary authorities of the indi-
vidual participant, and as an incurrence of a liabil-
ity by the rest of the world.

5.72 SDRs are held exclusively by official holders, which 
are central banks and certain international agen-
cies, and are transferable among participants and 
other official holders. SDR holdings represent each 
holder’s assured and unconditional right to obtain 
other reserve assets, especially foreign exchange, 
from other IMF members.

5.73 SDRs are assets with matching liabilities but the 
assets represent claims on the participants col-
lectively and not on the IMF. A participant may 
sell some or all of its SDR holdings to another 

participant and receive other reserve assets, par-
ticularly foreign exchange, in return.

Currency and deposits (F.2)

5.74 Definition: currency and deposits are currency in 
circulation and deposits, both in national currency 
and in foreign currencies.

5.75 There are three sub-categories of financial transac-
tion in relation to currency and deposits:

(a) currency (F.21);

(b) transferable deposits (F.22); and

(c) other deposits (F.29).

Currency (F.21)

5.76 Definition: currency is notes and coins that are 
issued or authorised by monetary authorities.

5.77 Currency includes:

(a) notes and coins issued by resident monetary 
authorities as national currency in circulation 
held by residents and non-residents; and

(b) notes and coins issued by non-resident mone-
tary authorities as foreign currencies in circula-
tion and held by residents.

5.78 Currency does not include:

(a) notes and coins that are not in circulation, for 
example, a central bank’s stock of its own notes 
or emergency stockpiles of notes; and

(b) commemorative coins that are not commonly 
used to make payments. They are classified as 
valuables.

Box 5.2 —Currency issued by the Eurosystem

B5.2.1. Euro banknotes and coins issued by the Eurosystem 
are the domestic currency of the Member States in 
the euro area. Although treated as domestic cur-
rency, holdings of euro currency by residents of 
each participating Member State are liabilities of 
the resident national central bank only to the extent 
of its notional share in the total issue, based on its 
share in the capital of the ECB. A consequence is 
that, in the euro area, from a national perspective, 
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part of residents’ holdings of domestic currency 
may be a financial claim on non-residents.

B5.2.2. Currency issued by the Eurosystem includes notes 
and coins. Notes are issued by the Eurosystem; 
coins are issued by central governments in the euro 
area, although, by convention, they are treated as 
liabilities of the national central banks which as a 
counterpart hold a notional claim on general gov-
ernment. Euro banknotes and coins may be held by 
euro area residents or by non-residents of the euro 
area.

Deposits (F.22 and F.29)

5.79 Definition: deposits are standardised, non-nego-
tiable contracts with the public at large, offered by 
deposit-taking corporations and, in some cases, by 
central government as debtors, and allowing the 
placement and the later withdrawal of the principal 
amount by the creditor. Deposits usually involve 
the debtor giving back the full principal amount to 
the investor.

Transferable deposits (F.22)

5.80 Definition: transferable deposits are deposits 
exchangeable for currency on demand, at par, and 
which are directly usable for making payments by 
cheque, draft, giro order, direct debit/credit, or 
other direct payment facilities, without penalty or 
restriction.

5.81 Transferable deposits predominantly represent 
liabilities of resident deposit-taking corporations, 
in some cases of central government, and of non-
resident institutional units. Transferable deposits 
include any of the following:

(a) inter-bank positions between monetary finan-
cial institutions;

(b) deposits held with the central bank by deposit-
taking corporations in excess of the amount 
of reserves that they are obliged to hold, and 
which they are able to use without notice or 
restriction;

(c) deposits which other monetary financial insti-
tutions incur vis-à-vis the central bank in the 
form of unallocated gold accounts which are 

not monetary gold, and also corresponding 
deposits in the form of precious metal accounts;

(d) foreign currency deposits under swap 
arrangements;

(e) the reserve position with the IMF forming the 
‘reserve tranche’, i.e. the SDR or foreign cur-
rency amounts that a member country may 
draw from the IMF at short notice, and other 
claims on the IMF that are readily available to 
the member country, including the reporting 
country’s lending to the IMF under the general 
arrangements to borrow (GAB) and the new 
arrangements to borrow (NAB).

5.82 Transferable deposit accounts may have overdraft 
facilities. If the account is overdrawn, the with-
drawal to zero is the withdrawal of a deposit, and 
the amount of the overdraft is the granting of a 
loan.

5.83 All resident sectors and the rest of the world may 
hold transferable deposits.

5.84 Transferable deposits may be divided by currency 
into transferable deposits denominated in domes-
tic currency and in foreign currencies.

Other deposits (F.29)

5.85 Definition: other deposits are deposits other 
than transferable deposits. Other deposits can-
not be used to make payments except on matu-
rity or after an agreed period of notice, and they 
are not exchangeable for currency or for transfera-
ble deposits without some significant restriction or 
penalty.

5.86 Other deposits include:

(a) time deposits, which are deposits not immedi-
ately disposable, but disposable with an agreed 
maturity. Their availability is subject to a fixed 
term or they are redeemable at notice of with-
drawal. They also include deposits with the cen-
tral bank held by deposit-taking corporations 
as compulsory reserves to the extent that the 
depositors cannot use them without notice or 
restriction;
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(b) savings deposits, savings books, non-negotia-
ble savings certificates or non-negotiable certif-
icates of deposit;

(c) deposits resulting from a savings scheme or 
contract. These deposits often involve an obli-
gation on the part of the depositor to make reg-
ular payments over a given period, and the cap-
ital paid and interest accrued do not become 
available until a fixed term has elapsed. These 
deposits are sometimes combined with the 
issue, at the end of the savings period, of loans 
which are proportionate to the accumulated 
savings, for the purpose of buying or building 
a dwelling;

(d) evidence of deposits issued by savings and 
loan associations, building societies, credit 
unions etc., sometimes called shares, which are 
redeemable on demand or at relatively short 
notice, but which are not transferable;

(e) repayable margin payments related to finan-
cial derivatives which are liabilities of monetary 
financial institutions;

(f) short-term repurchase agreements (repos) 
which are liabilities of monetary financial insti-
tutions; and

(g) liabilities to the IMF that are components of 
international reserves and are not evidenced by 
loans; they consist of use of Fund credit within 
the IMF’s General Resources Account. This 
item measures the amount of a member’s cur-
rency with the IMF that the member is obli-
gated to repurchase.

5.87 Other deposits do not include negotiable certifi-
cates of deposit and negotiable savings certificates. 
They are classified under debt securities (AF.3).

5.88 Other deposits may be divided by currency into 
other deposits denominated in domestic cur-
rency and other deposits denominated in foreign 
currencies.

Debt securities (F.3)

5.89 Definition: debt securities are negotiable financial 
instruments serving as evidence of debt.

Main features of debt securities

5.90 Debt securities have the following characteristics:

(a) an issue date on which the debt security is 
issued;

(b) an issue price at which investors buy the debt 
securities when first issued;

(c) a redemption date or maturity date on which 
the final contractually scheduled repayment of 
the principal is due;

(d) a redemption price or face value, which is the 
amount to be paid by the issuer to the holder at 
maturity;

(e) an original maturity, which is the period from 
the issue date until the final contractually 
scheduled payment;

(f) a remaining or residual maturity, which is the 
period from the reference date until the final 
contractually scheduled payment;

(g) a coupon rate that the issuer pays to holders 
of the debt securities; the coupon may be fixed 
throughout the life of the debt security or vary 
with inflation, interest rates, or asset prices. 
Bills and zero-coupon debt securities offer no 
coupon interest;

(h) coupon dates, on which the issuer pays the cou-
pon to the securities’ holders;

(i) the issue price, redemption price, and coupon 
rate may be denominated (or settled) in either 
national currency or foreign currencies; and

(j) the credit rating of debt securities, which 
assesses the credit worthiness of individual debt 
securities issues. Rating categories are assigned 
by recognised agencies.

With regard to point (c) in the first subparagraph, 
the maturity date may coincide with the conver-
sion of a debt security into a share. In this con-
text, convertibility means that the holder may 
exchange a debt security for the issuer’s common 
equity. Exchangeability means that the holder may 
exchange the debt security for shares of a corpo-
ration other than the issuer. Perpetual securities, 
which have no stated maturity date, are classified 
as debt securities.
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5.91 Debt securities include financial assets and liabili-

ties which may be described according to different 
classifications — by maturity, holding and issuing 
sector and subsector, currency, and type of interest 
rate.

Classification by original maturity and currency

5.92 Transactions in debt securities are divided by orig-
inal maturity into two subcategories:

(a) short-term debt securities (F.31); and

(b) long-term debt securities (F.32).

5.93 Debt securities may be denominated in national 
currency or in foreign currencies. A further break-
down of debt securities denominated in various 
foreign currencies may be appropriate and will 
vary depending on the relative importance of the 
individual foreign currencies for an economy.

5.94 Debt securities with both principal and cou-
pon linked to a foreign currency are classified as 
denominated in that foreign currency.

Classification by type of interest rate

5.95 Debt securities may be classified by type of inter-
est rate. Three groups of debt securities are 
distinguished:

(a) fixed interest rate debt securities;

(b) variable interest rate debt securities; and

(c) mixed interest rate debt securities.

Fixed interest rate debt securities

5.96 Fixed interest rate debt securities cover:

(a) plain debt securities, which are issued and 
redeemed at par value;

(b) debt securities issued at discount or at pre-
mium to their par value. Examples are treasury 
bills, commercial paper, promissory notes, bill 
acceptances, bill endorsements, and certificates 
of deposit;

(c) deep-discounted bonds having small interest 
payments and issued at a considerable discount 
to par value;

(d) zero-coupon bonds, which are single-payment 
debt securities with no coupon payments. The 
bond is sold at a discount from par value, and 
the principal is repaid at maturity or sometimes 
redeemed in tranches. Zero-coupon bonds 
may be created from fixed rate debt securi-
ties by ‘stripping off’ the coupons, that is, by 
separating the coupons from the final princi-
pal payment of the security and trading them 
independently;

(e) Separate Trading of Registered Interest and 
Principal Securities (STRIPS), or stripped debt 
securities, which are securities whose inter-
est and principal payment portions have been 
separated, or ‘stripped’, and may then be sold 
separately;

(f) perpetual, callable, and puttable debt securities, 
and debt securities with sinking fund provision;

(g) convertible bonds, which may, at the option 
of the holder, be converted into the equity of 
the issuer, at which point they are classified as 
shares; and

(h) exchangeable bonds, with an embedded option 
to exchange the security for a share in a cor-
poration other than the issuer, usually a sub-
sidiary or company in which the issuer owns 
a stake, at some future date and under agreed 
conditions.

5.97 Fixed interest rate debt securities also include other 
debt securities like equity warrant bonds, subordi-
nated bonds, non-participating preference shares 
that pay a fixed income but do not provide for 
participation in the distribution of the residual 
value of a corporation on dissolution, and stapled 
instruments.

Variable interest rate debt securities

5.98 Variable interest rate debt securities have their 
interest and/or principal payments linked to:

(a) a general price index for goods and services 
(such as the consumer price index);

(b) an interest rate; or

(c) an asset price.
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5.99 Variable interest rate debt securities are usually 
classified as long-term debt securities, unless they 
have an original maturity of one year or less.

5.100 Inflation-linked and asset price-linked debt securi-
ties include those debt securities issued as inflation-
linked bonds and as commodity-linked bonds. The 
coupons and/or the redemption value of a com-
modity-linked bond are linked to the price of a 
commodity. Debt securities, interest on which is 
linked to the credit rating of another borrower, are 
classified as index-linked debt securities, as credit 
ratings do not change in a continuous manner in 
response to market conditions.

5.101 For interest rate-linked debt securities, the con-
tractual nominal interest and/or the redemption 
value are variable in terms of national currency. At 
the date of issue, the issuer cannot know the value 
of interest and principal repayments.

Mixed interest rate debt securities

5.102 Mixed interest rate debt securities have both a fixed 
and a variable coupon rate over their life and are 
classified as variable interest rate debt securities. 
They cover debt securities that have:

(a) a fixed coupon and a variable coupon at the 
same time;

(b) a fixed or a variable coupon until a reference 
point and then a variable or a fixed coupon 
from that reference point to the maturity date; 
or

(c) coupon payments that are pre-fixed over the life 
of the debt securities, but are not constant over 
time. They are called stepped debt securities.

Private placements

5.103 Debt securities also include private placements. 
Private placements involve an issuer selling debt 
securities directly to a small number of investors. 
The credit worthiness of the issuers of these debt 
securities are typically not assessed by credit rat-
ing agencies, and the securities are generally not 
resold or repriced, so the secondary market is shal-
low. However, most private placements meet the 
criterion of negotiability and are classified as debt 
securities.

Securitisation

5.104 Definition: securitisation is the issuance of debt 
securities for which coupon or principal payments 
are backed by specified assets or by future income 
streams. A variety of assets or future income 
streams may be securitised including, among oth-
ers, residential and commercial mortgage loans; 
consumer loans; corporate loans, government 
loans; insurance contracts; credit derivatives; and 
future revenue.

5.105 Securitisation of assets or of future income streams 
is an important financial innovation that has led to 
the creation and extensive use of new financial cor-
porations to facilitate the creation, marketing, and 
issuance of debt securities. Securitisation has been 
driven by different considerations. For corpora-
tions, these include: cheaper funding than is availa-
ble through banking facilities; the reduction in reg-
ulatory capital requirements; the transfer of vari-
ous types of risk like credit risk or insurance risk; 
and the diversification of funding sources.

5.106 Securitisation schemes vary within and across debt 
securities markets. These schemes can be grouped 
into two broad types:

(a) a financial corporation engaging in the secu-
ritisation of assets and a transfer of the assets 
providing collateral from the original holder, 
known as a true-sale; and

(b) securitisation schemes involving a financial cor-
poration engaged in the securitisation of assets 
and a transfer of credit risk only, using credit 
default swaps (CDS) — the original owner 
retains the assets, but passes on the credit risk. 
This is known as synthetic securitisation.

5.107 With regard to the scheme referred to in point (a) 
of paragraph 5.106 a securitisation corporation is 
created to hold securitised assets or other assets 
that have been securitised by the original holder, 
and issue debt securities collateralised by those 
assets.

5.108 It is essential to establish, in particular, whether the 
financial corporation engaged in the securitisation 
of assets actively manages its portfolio by issuing 
debt securities, rather than simply acting as a trust 
that passively manages assets or holds debt secu-
rities. Where the financial corporation is the legal 
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owner of a portfolio of assets, issues debt securi-
ties that present an interest in the portfolio, has a 
full set of accounts, it is acting as a financial inter-
mediary classified in other financial intermediar-
ies. Financial corporations engaged in the secu-
ritisation of assets are distinguished from enti-
ties that are created solely to hold specific portfo-
lios of financial assets and liabilities. These entities 
are combined with their parent corporation, if res-
ident in the same country as the parent. However, 
as non-resident entities they are treated as sepa-
rate institutional units and are classified as captive 
financial institutions.

5.109 In the case of the securitisation scheme referred to 
in point (b) of paragraph 5.106, the original owner 
of the assets, or protection buyer, by means of 
credit default swaps (CDS), transfers the credit risk 
related to a pool of diversified reference assets to 
a securitisation corporation but retains the assets 
themselves. The proceeds from the issue of debt 
securities are placed in a deposit or in another safe 
investment such as AAA bonds, and the interest 
accrued on the deposit, together with the premium 
from the CDS, finances the interest on the debt 
securities issued. If a default occurs, the principal 
owed to the holders of the ABS is reduced — with 
junior tranches getting the first ‘hit’ etc. Coupon 
and principal payments may also be redirected to 
the original collateral owner from investors in the 
debt securities to cover default losses.

5.110 An asset-backed security (ABS) is a debt security 
whose principal and/or interest is solely payable 
from the cash flows produced by a specified pool of 
financial or non-financial assets.

Covered bonds

5.111 Definition: covered bonds are debt securities issued 
by a financial corporation, or fully guaranteed by 
a financial corporation. In case of default of the 
issuing or guarantor financial corporation, bond 
holders have a priority claim on the cover pool, in 
addition to their ordinary claim on the financial 
corporation.

Loans (F.4)

5.112 Definition: loans are created when creditors lend 
funds to debtors.

Main features of loans

5.113 Loans are characterised by the following features:

(a) the conditions governing a loan are either 
fixed by the financial corporation granting the 
loan or agreed by the lender and the borrower 
directly or through a broker;

(b) the initiative to take out a loan normally lies 
with the borrower; and

(c) a loan is an unconditional debt to the creditor 
which has to be repaid at maturity and which is 
interest-bearing.

5.114 Loans can be financial assets or liabilities of all res-
ident sectors and the rest of the world. Deposit tak-
ing corporations normally record short-term lia-
bilities as deposits, not as loans.

Classification of loans by original maturity, currency, 
and purpose of lending

5.115 Transactions in loans can be categorised into two 
types of original maturity:

(a) short-term loans (F.41) with a short-term orig-
inal maturity, including loans repayable on 
demand; and

(b) long-term loans (F.42) with a long-term origi-
nal maturity.

5.116 For analytical purposes, loans may be subcatego-
rised further as follows:

(a) loans denominated in national currency; and

(b) loans denominated in foreign currencies.

For households, a useful sub-categorisation is as 
follows:

(a) loans for consumption;

(b) loans for house purchases; and

(c) other loans.

Distinction between transactions in loans and 
transactions in deposits

5.117 The distinction between transactions in loans (F.4) 
and transactions in deposits (F.22) is that a debtor 
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offers a standardised non-negotiable contract in 
the case of a loan, but not in the case of a deposit.

5.118 Short-term loans granted to deposit taking corpo-
rations are classified as transferable deposits or as 
other deposits, and short-term loans accepted by 
institutional units other than deposit-taking cor-
porations are classified as short-term loans.

5.119 Placements of funds between deposit-taking cor-
porations are always recorded as deposits.

Distinction between transactions in loans and 
transactions in debt securities

5.120 The distinction between transactions in loans 
(F.4) and transactions in debt securities (F.3) is 
that loans are non-negotiable financial instru-
ments while debt securities are negotiable financial 
instruments.

5.121 In most cases, loans are evidenced by a single doc-
ument and transactions in loans are carried out 
between one creditor and one debtor. By contrast, 
debt security issues consist of a large number of 
identical documents, each evidencing a round sum, 
which together form the total amount borrowed.

5.122 A secondary market in loans exists. In cases where 
loans become negotiable on an organised market, 
they are to be reclassified from loans to debt secu-
rities, provided that there is evidence of second-
ary market trading, including the existence of mar-
ket makers, and frequent quotation of the financial 
asset, such as provided by bid-offer spreads. An 
explicit conversion of the original loan is normally 
involved.

5.123 Standardised loans are offered in most cases by 
financial corporations and they are often granted 
to households. Financial corporations determine 
the conditions and households may only choose 
either to accept or refuse. The conditions of non-
standardised loans however are usually the result 
of negotiations between the creditor and the 
debtor. This is an important criterion which facili-
tates a distinction between non-standardised loans 
and debt securities. In the case of public secu-
rity issues, the issue conditions are determined by 

the borrower, possibly after consulting the bank/
lead-manager-bank. In the case of private security 
issues, however, the creditor and the debtor nego-
tiate the issue conditions.

Distinction between transactions in loans, trade 
credit and trade bills

5.124 Trade credit is credit extended directly by the sup-
pliers of goods and services to their customers. 
Trade credit arises when payment for goods and 
services is not made at the same time as the change 
in ownership of a good or the provision of a service.

5.125 Trade credit is distinguished from loans to finance 
trade, which are classified as loans. Trade bills 
drawn on a customer by the supplier of goods and 
services, which are subsequently discounted by the 
supplier with a financial corporation, become a 
claim by a third party on the customer.

Securities lending and repurchase agreements

5.126 Definition: securities lending is the temporary 
transfer of securities by the lender to the borrower. 
The securities borrower may be required to provide 
assets as collateral to the securities lender in the 
form of cash or securities. Legal title passes on both 
sides of the transaction so that borrowed securities 
and collateral can be sold or ‘on-lent’.

5.127 Definition: a securities repurchase agreement is 
an arrangement involving the provision of securi-
ties like debt securities or shares in exchange for 
cash or other means of payment, with a commit-
ment to repurchase the same or similar securities at 
a fixed price. The commitment to repurchase may 
be either on a specified future date or an ‘open’ 
maturity.

5.128 Securities lending with cash collateral and repur-
chase agreements (repos) are different terms for 
financial arrangements with the same economic 
effects, namely those of a secured loan, as both 
involve the provision of securities as collateral for 
a loan or a deposit, where a deposit-taking cor-
poration sells the securities under such a finan-
cial arrangement. The different features of the two 
arrangements are shown in Table 5.2.
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Table 5.2 — Main features of securities lending and repurchase agreements

Feature Securities lending Repurchase agreements

Cash collateral Without cash collateral Specific securities General collateral

Formal method of 
exchange

Lending of securities with an agreement by the 
borrower to deliver it back to the lender

Sale of securities and commitment to repurchase 
them under terms of master agreement

Form of exchange Securities versus cash Securities versus other 
collateral (if any) Securities versus cash Cash versus securities

Return is paid to the 
supplier of

Cash collateral (the 
securities borrower)

Securities (not collateral 
securities)
(the securities lender)

Cash Cash

Return repayable as Fee Fee Repo rate Repo rate

5.129 The securities provided under securities lend-
ing and repurchase agreements are treated as not 
having changed economic ownership because the 
lender is still the beneficiary of the income yield by 
the security, and subject to the risks or benefits of 
any change in the price of the security.

5.130 Neither the supply and receipt of funds under a 
securities repurchase agreement, nor securities 
lending with cash collateral, involve any new issu-
ance of debt securities. Such provision of funds to 
institutional units other than monetary financial 
institutions is treated as loans; for deposit taking 
corporations, it is treated as deposits.

5.131 If a securities lending does not involve the supply 
of cash, that is, if there is an exchange of one secu-
rity for another, or if one party supplies a security 
without collateral, there is no transaction in loans, 
deposits or securities.

5.132 Marginal calls in cash under a repo are classified as 
loans.

5.133 Gold swaps are similar to securities repurchase 
agreements except that the collateral is gold. They 
involve an exchange of gold for foreign exchange 
deposits with an agreement that the transaction be 
reversed at an agreed future date at an agreed gold 
price. The transaction is recorded as a collateralised 
loan or a deposit.

Financial leases

5.134 Definition: a financial lease is a contract under 
which the lessor as legal owner of an asset con-
veys the risks and benefits of ownership of the asset 
to the lessee. Under a financial lease, the lessor is 
deemed to make, to the lessee, a loan with which 

the lessee acquires the asset. Thereafter the leased 
asset is shown on the balance sheet of the lessee and 
not the lessor; the corresponding loan is shown as 
an asset of the lessor and a liability of the lessee.

5.135 Financial leases may be distinguished from other 
kinds of leases because the risks and rewards of 
ownership are transferred from the legal owner 
of the good to the user of the good. Other kinds 
of leases are (i) operating lease; and (ii) resource 
lease. Contracts, leases and licenses, as defined in 
Chapter 15, can be considered as leases as well.

Other types of loans

5.136 The loans category includes the following:

(a) overdrafts on transferable deposit accounts, 
where the amount overdrawn is not treated as a 
negative transferable deposit;

(b) overdrafts on other current accounts, for exam-
ple, intra-group balances between non-finan-
cial corporations and their subsidiaries, but 
excluding balances which are liabilities of mon-
etary financial institutions classified in the 
deposit sub-categories;

(c) financial claims of employees because of partic-
ipation in the corporation’s profit;

(d) repayable margin payments related to finan-
cial derivatives which are liabilities of insti-
tutional units other than monetary financial 
institutions;

(e) loans which are counterparts of bankers’ 
acceptances;

(f) mortgage loans;
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(g) consumer credit;

(h) revolving credits;

(i) instalment loans;

(j) loans paid as a guarantee for fulfilling certain 
obligations;

(k) deposit guarantees as financial claims of rein-
surance corporations on ceding corporations;

(l) financial claims on the IMF evidenced by loans 
in the General Resources Account, including 
lending under the General Arrangements to 
Borrow (GAB) and the New Arrangements to 
Borrow (NAB); and

(m) liabilities to the IMF evidenced by IMF credit 
or Poverty Reduction and Growth Facility 
(PRGF) loans.

5.137 The special case of non-performing loans is dis-
cussed in Chapter 7.

Financial assets excluded from the category of loans

5.138 The category of loans does not include:

(a) other accounts receivable/payable (AF.8), 
including trade credits and advances (AF.81); 
and

(b) financial assets or liabilities arising from the 
ownership of immovable assets, such as land 
and structures, by non-residents. They are clas-
sified in other equity (AF.519).

Equity and investment fund shares or units 
(F.5)

5.139 Definition: equity and investment fund shares or 
units are residual claims on the assets of the insti-
tutional units that issued the shares or units.

5.140 Equity and investment fund shares are divided into 
two subcategories:

(a) equity (F.51); and

(b) investment fund shares or units (F.52).

Equity (F.51)

5.141 Definition: equity is a financial asset that is a claim 
on the residual value of a corporation, after all 
other claims have been met.

5.142 Ownership of equity in legal entities is usually evi-
denced by shares, stocks, depository receipts, par-
ticipations, or similar documents. Shares and 
stocks have the same meaning.

Depository receipts

5.143 Definition: depository receipts represent owner-
ship of securities listed in other economies; own-
ership of the depository receipts is treated as direct 
ownership of the underlying securities. A depos-
itory issues receipts listed on one exchange that 
represent ownership of securities listed on another 
exchange. Depository receipts facilitate transac-
tions in securities in economies other than their 
home listing. The underlying securities may be 
shares or debt securities.

5.144 Equity is subcategorised into the following:

(a) listed shares (F.511);

(b) unlisted shares (F.512); and

(c) other equity (F.519).

5.145 Both listed shares and unlisted shares are negotia-
ble, and described as equity securities.

Listed shares (F.511)

5.146 Definition: listed shares are equity securities listed 
on an exchange. Such an exchange may be a rec-
ognised stock exchange or any other form of sec-
ondary market. Listed shares are also referred to 
as quoted shares. The existence of quoted prices 
of shares listed on an exchange means that current 
market prices are usually readily available.

Unlisted shares (F.512)

5.147 Definition: unlisted shares are equity securities not 
listed on an exchange.

5.148 Equity securities include shares issued by unlisted 
limited liability companies as follows:
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(a) capital shares which give the holders the status 

of joint owners and entitle them to a share in 
the total distributed profits and to a share in the 
net assets in the event of liquidation;

(b) redeemed shares whose capital has been repaid 
but which are retained by holders who continue 
to be joint owners and to be entitled to a share 
in the profits left after dividends have been paid 
on the remaining registered capital and also to 
a share in any surplus which may be left on liq-
uidation, i.e. the net assets less the remaining 
registered capital;

(c) dividend shares, also called founders’ shares, 
profits shares, and dividend shares, which are 
not part of the registered capital. Dividend 
shares do not give holders the status of joint 
owners — holders therefore do not have the 
right to a share in the repayment of the regis-
tered capital, the right to a return on this capi-
tal, the right to vote at shareholders’ meetings, 
etc. Nevertheless, they entitle the holders to a 
proportion of any profits remaining after divi-
dends have been paid on the registered capital 
and to a fraction of any surplus remaining on 
liquidation;

(d) Participating preference shares or stocks, which 
entitle holders to participate in the distribution 
of the residual value of a corporation on disso-
lution. The holders have also the right to partic-
ipate in, or receive, additional dividends over 
and above the fixed percentage dividend. The 
additional dividends are usually paid in pro-
portion to any ordinary dividends declared. In 
the event of liquidation, participating prefer-
ence shareholders have the right to a share of 
any remaining proceeds that ordinary share-
holders receive, and receive back what they 
paid for their shares.

Initial public offering, listing, de-listing, and share buy 
back

5.149 An initial public offering (IPO), also referred to 
simply as an ‘offering’ or a ‘flotation’, is when a 
corporation issues equity securities to the public 
for the first time. Such equity securities are often 
issued by smaller, younger corporations for financ-
ing reasons, or by large enterprises to become pub-
licly traded. In an IPO the issuer may obtain the 

assistance of an underwriting entity, which helps to 
determine what type of equity security to issue, the 
best offering price and time to bring it to market.

5.150 Listing refers to the corporation’s shares being on 
the list of stocks that are officially traded on a stock 
exchange. Normally, the issuing corporation is the 
one that applies for a listing but in some countries 
the exchange can list a corporation, for instance 
because its stock is already being actively traded 
via informal channels. Initial listing requirements 
usually include a history of a few years of financial 
statements; a sufficient size of the amount being 
placed among the general public, both in abso-
lute terms and as a percentage of the total out-
standing stock; and an approved prospectus, usu-
ally including opinions from independent asses-
sors. De-listing refers to the practice of removing 
the shares of a corporation from a stock exchange. 
This occurs when a corporation goes out of busi-
ness, declares bankruptcy, no longer satisfies the 
listing rules of a stock exchange, or has become 
a quasi-corporation or unincorporated business, 
often as a result of a merger or acquisition. Listing 
is recorded as an issuance of listed shares, and as 
a redemption of unlisted shares, while de-listing is 
recorded as a redemption of listed shares, and an 
issuance of unlisted shares where appropriate.

5.151 Corporations may buy back their own equity in a 
share repurchase, also known as a stock repurchase 
or a share buyback. A share buyback is recorded 
as a financial transaction, providing cash to the 
existing shareholders in exchange for a part of the 
corporation’s outstanding equity. That is, cash is 
exchanged for a reduction in the number of shares 
outstanding. The corporation either retires the 
shares or keeps them as a ‘treasury stock’, available 
for reissuance.

Financial assets excluded from equity securities

5.152 Equity securities do not include:

(a) shares offered for sale but not taken up on issue. 
They are not recorded;

(b) debentures and loan stock convertible into 
shares. They are classified as debt securities 
(AF.3) up to the time when they are converted;
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(c) the equity of partners with unlimited liability in 
incorporated partnerships. They are classified 
as other equity;

(d) government investments in the capital of inter-
national organisations which are legally consti-
tuted as corporations with share capital. They 
are classified as other equity (AF.519);

(e) issues of bonus shares i.e. the issue without 
payment of new shares to shareholders in pro-
portion to their holdings. Such an issue, which 
changes neither the liability of the corpora-
tion vis-à-vis the shareholders nor the propor-
tion of the assets that each shareholder holds 
in the corporation, does not constitute a finan-
cial transaction. Share split issues are also not 
recorded.

Other equity (F.519)

5.153 Definition: other equity comprises all forms of 
equity other than those classified in sub-catego-
ries listed shares (AF.511) and unlisted shares 
(AF.512).

5.154 Other equity includes:

(a) all forms of equity in corporations which are 
not shares, including the following:

(1) the equity in incorporated partnerships subscribed 
by unlimited partners;

(2) the equity in limited liability companies whose 
owners are partners and not shareholders;

(3) the capital invested in ordinary or limited partner-
ships recognised as independent legal entities;

(4) the capital invested in cooperative societies recog-
nised as independent legal entities;

(b) investment by general government in the cap-
ital of public corporations whose capital is not 
divided into shares and which by virtue of spe-
cial legislation are recognised as independent 
legal entities;

(c) investment by general government in the capi-
tal of the central bank;

(d) government investments in the capital of inter-
national and supranational organisations, with 
the exception of the IMF, even if these are 
legally constituted as corporations with share 
capital (e.g. the European Investment Bank);

(e) the financial resources of the ECB contributed 
by the national central banks;

(f) capital invested in financial and non-financial 
quasi-corporations. The amount of such invest-
ments corresponds to new investments in cash 
or kind, less any capital withdrawals;

(g) the financial claims that non-resident units 
have against notional resident units and vice 
versa.

Valuation of transactions in equity

5.155 New shares are recorded at issue value, which is 
nominal value plus the issue premium.

5.156 Transactions in shares in circulation are recorded 
at their transaction value. When the transac-
tion value is not known, it is approximated by the 
stock exchange quotation or market price for listed 
shares and by the market-equivalent value for 
unlisted shares.

5.157 Scrip dividend shares are shares valued at the price 
implied by the issuer’s dividend proposal.

5.158 Issues of bonus shares are not recorded. However, 
in cases where the issue of bonus shares involves 
changes in the total market value of the shares of 
a corporation, the changes in market value are 
recorded in the revaluation account.

5.159 The transaction value of equity (F.51) is the amount 
of funds transferred by the owners to corporations 
or quasi-corporations. In some cases, funds can be 
transferred by assuming liabilities of the corpora-
tion or quasi-corporation.

Investment fund shares or units (F.52)

5.160 Definition: investment fund shares are shares of an 
investment fund if the fund has a corporate struc-
ture. They are known as units if the fund is a trust. 
Investment funds are collective investment under-
takings through which investors pool funds for 
investment in financial and/or non-financial assets.

5.161 Investment funds are also called mutual funds, 
unit trusts, investment trusts, and undertakings 
for collective investments in transferable securities 
(UCITS); they may be open-ended, semi-open or 
closed-end funds.
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5.162 Investment fund shares may be listed or unlisted. 

When they are unlisted, they are usually repay-
able on request, at a value corresponding to their 
share in the own funds of the financial corporation. 
These own funds are revalued regularly on the basis 
of the market prices of their various components.

5.163 Investment fund shares are subdivided into:

Money market fund (MMF) shares or units (F.521); 
and

Non-MMF investment fund shares /units (F.522).

MMF shares or units (F.521)

5.164 Definition: MMF shares or units are shares issued 
by MMFs. MMF shares or units can be transfera-
ble and are often regarded as close substitutes for 
deposits.

Non-MMF investment fund shares/units (F.522)

5.165 Definition: other investment fund shares or units 
other than MMF shares or units represent a claim 
on a portion of the value of an investment fund 
other than an MMF. These types of shares and 
units are issued by investment funds.

5.166 Other unlisted investment fund shares or units 
other than MMF shares or units are usually repay-
able on request, at a value corresponding to their 
share in the own funds of the financial corporation. 
Such own funds are revalued regularly on the basis 
of the market prices of their various components.

Valuation of transactions in investment fund shares or 
units

5.167 Transactions in investment fund shares or units 
include the value of net contributions to a fund.

Insurance, pension and standardised 
guarantee schemes (F.6)

5.168 Insurance, pension and standardised guarantee 
schemes are divided into six subcategories:

(a) non-life insurance technical reserves (F.61);

(b) life insurance and annuity entitlements (F.62);

(c) pension entitlements (F.63);

(d) claims of pension funds on pension managers 
(F.64);

(e) entitlements to non-pension benefits (F.65); 
and

(f) provisions for calls under standardised guaran-
tees (F.66).

Non-life insurance technical reserves (F.61)

5.169 Definition: non-life insurance technical reserves 
are financial claims that non-life insurance policy 
holders have against non-life insurance corpora-
tions in respect of unearned premiums and claims 
incurred.

5.170 Transactions in non-life insurance techni-
cal reserves for unearned premiums and claims 
incurred relate to risks like accidents, sickness, or 
fire, and also to reinsurance.

5.171 Unearned premiums are premiums paid but not 
yet earned. Premiums are usually paid at the begin-
ning of the period covered by the policy. On an 
accrual basis, the premiums are earned through-
out the policy period, so that the initial payment 
involves a prepayment or advance.

5.172 Claims outstanding are claims due but not yet set-
tled, including cases where the amount is in dis-
pute or the event leading to the claim has occurred 
but has not yet been reported. Claims due but not 
yet settled correspond to the reserves against out-
standing insurance claims, which are amounts 
identified by insurance corporations to cover what 
they expect to pay out arising from events that 
have occurred but for which the claims are not yet 
settled.

5.173 Other technical reserves, such as equalisation 
reserves, may be identified by insurers. However, 
these are only recognised as liabilities and corre-
sponding assets when there is an event giving rise 
to a liability. Otherwise, equalisation reserves are 
internal accounting entries by the insurer rep-
resenting saving to cover irregularly occurring 
events, and do not represent existing claims of pol-
icy holders.
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Life insurance and annuity entitlements (F.62)

5.174 Definition: life insurance and annuity entitlements 
consist of financial claims that life insurance policy 
holders and beneficiaries of annuities have against 
corporations providing life insurance.

5.175 Life insurance and annuity entitlements are used to 
provide benefits to policy holders upon the expiry 
of the policy, or to compensate beneficiaries upon 
the death of policyholders, so they are kept sepa-
rate from shareholders’ funds. Reserves in the form 
of annuities are based on the actuarial calculation 
of the present value of the obligations to pay future 
income until the death of the beneficiaries.

5.176 Transactions in life insurance and annuity entitle-
ments consist of additions less reductions.

5.177 Additions in terms of financial transactions consist 
of:

(a) actual premiums earned during the current 
accounting period; and

(b) premium supplements, corresponding to the 
income from the investment of the entitlements 
attributed to the policy holders after deduction 
of service charges.

5.178 Reductions consist of:

(a) amounts due to holders of endowment and 
similar insurance policies; and

(b) payments due on policies that are surrendered 
before maturity.

5.179 In the case of a group insurance taken out by a cor-
poration on behalf of its employees, the employees, 
but not the employer, are the beneficiaries since 
they are considered to be the policy holders.

Pension entitlements (F.63)

5.180 Definition: pension entitlements comprise finan-
cial claims that current employees and former 
employees hold against either:

(a) their employers;

(b) a scheme designated by the employer to pay 
pensions as part of a compensation agreement 
between the employer and the employee; or

(c) an insurer.

5.181 Transactions in pension entitlements consist of 
additions less reductions, which are to be distin-
guished from nominal holding gains or losses on 
the funds invested by pension funds.

5.182 Additions in terms of financial transactions consist 
of:

(a) actual contributions to pension schemes pay-
able by employees, employers, self-employed 
persons or other institutional units on behalf 
of individuals or households with claims on 
the scheme, and earned during the current 
accounting period; and

(b) contribution supplements corresponding to the 
income earned from the investment of the pen-
sion entitlements of the pension scheme attrib-
uted to participating households, after deduc-
tion of service charges during the period for 
managing the scheme.

5.183 Reductions consist of:

(a) social benefits equal to the amounts payable to 
retired persons or their dependants in the form 
of regular payments or other benefits; and

(b) social benefits which consist of any lump sums 
payable to persons when they retire.

Contingent pension entitlements

5.184 The pension entitlements category does not include 
contingent pension entitlements established by 
institutional units classified as unfunded govern-
ment defined benefit employer pension schemes or 
as social security pension funds. Their transactions 
are not fully recorded and their other flows and 
stocks are not recorded in the core accounts, but in 
the supplementary table on accrued-to-date pen-
sion entitlements in social insurance. Contingent 
pension entitlements are not liabilities of the cen-
tral government, state government, local govern-
ment or social security funds subsectors and are 
not financial assets of the prospective beneficiaries.

Claims of pension funds on pension managers (F.64)

5.185 An employer may contract with a third party to 
look after the pension funds for his employees. If 
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the employer continues to determine the terms 
of the pension schemes and retains the respon-
sibility for any deficit in funding as well as the 
right to retain any excess funding, the employer 
is described as the pension manager and the unit 
working under the direction of the pension man-
ger is described as the pension administrator. If 
the agreement between the employer and the third 
party is such that the employer passes the risks and 
responsibilities for any deficit in funding to the 
third part in return for the right of the third party 
to retain any excess, the third party becomes the 
pension manager as well as the administrator.

5.186 When the pension manager is a unit different from 
the administrator and the amount accruing to the 
pension fund falls below the increase in entitle-
ments, a claim of the pension fund on the pension 
manager is recorded. Where the amount accruing 
to the pension fund exceeds the increase in entitle-
ments, there is an amount payable by the pension 
fund to the pension manager.

Entitlements to non-pension benefits (F.65)

5.187 The excess of net contributions over benefits rep-
resents an increase in the liability of the insur-
ance scheme towards the beneficiaries. This item 
is shown as an adjustment in the use of income 
account. As an increase in a liability, it is also 
shown in the financial account. This item is likely 
to occur only rarely and, for pragmatic reasons, 
changes in such non-pension entitlements may be 
included with those for pensions.

Provisions for calls under standardised guarantees 
(F.66)

5.188 Definition: provisions for calls under standard-
ised guarantees are financial claims that holders of 
standardised guarantees have against institutional 
units providing them.

5.189 Provisions relating to calls under standardised 
guarantees are prepayments of net fees and pro-
visions to meet outstanding calls under standard-
ised guarantees. Like provisions for prepaid insur-
ance premiums and reserves, provisions for calls 
under standardised guarantees include unearned 
fees (premiums) and calls (claims) not yet settled.

5.190 Standardised guarantees are guarantees that are 
issued in large numbers, usually for fairly small 
amounts, along identical lines. Such arrangements 
involve three parties: the borrower, the lender and 
the guarantor. Either the borrower or the lender 
may contract with the guarantor to repay the lender 
if the borrower defaults. Examples are export credit 
guarantees and student loan guarantees.

5.191 Although it is not possible to establish the like-
lihood of any particular borrower defaulting, it 
is usual to estimate how many out of a batch of 
similar borrowers will default. Much like a non-
life insurer, a guarantor working on commercial 
lines will expect all the fees paid, plus the prop-
erty income earned on the fees and any reserves, 
to cover the expected defaults and associated costs 
and leave a profit. Accordingly a similar treatment 
to that of non-life insurance is adopted for such 
guarantees, described as standardised guarantees.

5.192 Standardised guarantees cover guarantees on vari-
ous financial instruments like deposits, debt secu-
rities, loans and trade credit. They are usually pro-
vided by a financial corporation, including but not 
confined to insurance corporations, but also by 
general government.

5.193 When an institutional unit offers standardised 
guarantees, it charges fees and incurs liabilities to 
meet the call on the guarantee. The value of the lia-
bilities in the accounts of the guarantor is equal to 
the present value of the expected calls under exist-
ing guarantees, net of any recoveries the guaran-
tor expects to receive from the defaulting borrow-
ers. The liability is called provisions for calls under 
standardised guarantees.

5.194 A guarantee may cover a multi-year period. A fee 
may be payable annually or up-front. In principle, 
the fee represents charges earned in each year the 
guarantee holds, with the liability decreasing as the 
period gets shorter (assuming that the borrower 
repays in instalments). Thus recording follows that 
of annuities with the fee paid as the future liability 
decreases.

5.195 The nature of a standardised guarantee scheme is 
that there are many guarantees of the same type, 
though not all for exactly the same time period nor 
all starting and finishing on the same dates.
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5.196 Net fees are calculated as fees receivable plus fee 
supplements (equal to the property income attrib-
uted to the unit paying the fee for the guarantee) 
less administration, etc. costs. Such net fees may 
be payable by any sector of the economy and are 
receivable by the sector in which the guarantor 
is classified. Calls under standardised guarantee 
schemes are payable by the guarantor and receiva-
ble by the lender of the financial instrument under 
guarantee, regardless of whether the fee was paid 
by the lender or the borrower. Financial transac-
tions refer to the difference between the payment 
of fees for new guarantees and calls made under 
existing guarantees.

Standardised guarantees and one-off guarantees

5.197 Standardised guarantees are distinguished from 
one-off guarantees according to two criteria:

(a) standardised guarantees are characterised by 
often repeated transactions with similar fea-
tures and pooling of risks; and

(b) guarantors are able to estimate the average loss 
based on available statistics.

One-off guarantees are individual, and guarantors 
are not able to make a reliable estimate of the risk of 
calls. The granting of a one-off guarantee is a con-
tingency and not recorded. Exceptions are certain 
guarantees provided by government and described 
in Chapter 20.

Financial derivatives and employee stock 
options (F.7)

5.198 Financial derivatives and employee stock options 
are divided into two subcategories:

(a) financial derivatives (F.71); and

(b) employee stock options (F.72).

Financial derivatives (F.71)

5.199 Definition: financial derivatives are financial instru-
ments linked to a specified financial instrument or 
indicator or commodity, through which specific 
financial risks can be traded in financial markets in 
their own right. Financial derivatives meet the fol-
lowing conditions:

(a) they are linked to a financial or non-financial 
asset, to a group of assets, or to an index;

(b) they are either negotiable or can be offset on the 
market; and

(c) no principal amount is advanced to be repaid.

5.200 Financial derivatives are used for a number of pur-
poses including risk management, hedging, arbi-
trage between markets, speculation and compen-
sation of employees. Financial derivatives enable 
parties to trade specific financial risks such as inter-
est rate risk, currency, equity and commodity price 
risk and credit risk, to other entities which are will-
ing to take these risks, usually without trading in 
a primary asset. Accordingly, financial derivatives 
are referred to as secondary assets.

5.201 The value of a financial derivative derives from the 
price of the underlying asset: the reference price. 
The reference price may relate to a financial or 
non-financial asset, an interest rate, an exchange 
rate, another derivative or a spread between two 
prices. The derivative contract may also refer to an 
index, a basket of prices or other items like emis-
sions trading or weather conditions.

5.202 Financial derivatives can be categorised by instru-
ment such as options, forwards and credit deriva-
tives, or by market risk as currency swaps, interest 
rate swaps, etc.

Options

5.203 Definition: options are contracts which give the 
holder of the option the right, but not the obliga-
tion, to purchase from or sell to the issuer of the 
option an asset at a predetermined price within a 
given time span or on a given date.

The right to purchase is known as a call option, and 
the right to sell is known as a put option.

5.204 The purchaser of the option pays a premium (the 
option price) for the commitment of the option 
writer to sell or purchase the specified amount of 
the underlying asset at the agreed price. The pre-
mium is a financial asset of the option holder and a 
liability of the option writer. The premium can be 
conceptually considered to include a service charge, 
which is to be recorded separately. However, in the 
absence of detailed data, assumptions should be 
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avoided as much as possible when identifying the 
service element.

5.205 Warrants are a form of options. They give the 
holder the right but not the obligation to pur-
chase from the issuer of the warrant a certain num-
ber of shares or bonds under specified conditions 
for a specified period of time. There are also cur-
rency warrants based on the amount of one cur-
rency required to purchase another and cross-cur-
rency warrants tied to third currencies as well as 
index-, basket- and commodity-warrants.

5.206 The warrant may be detachable and traded sepa-
rately from the debt security. As a result, two sep-
arate financial instruments are recorded in prin-
ciple, the warrant as a financial derivative and the 
bond as a debt security. Warrants with embedded 
derivatives are classified according to their primary 
characteristics.

Forwards

5.207 Definition: forwards are financial contracts under 
which two parties agree to exchange a specified 
quantity of an underlying asset at an agreed price 
(the strike price) on a specified date.

5.208 Futures are forward contracts traded on organised 
exchanges. Futures and other forward contracts are 
typically, but not always, settled by the payment of 
cash or the provision of some other financial asset 
rather than the delivery of the underlying asset, 
and, therefore, are valued and traded separately 
from the underlying item. Common forward-type 
contracts include swaps and forward rate agree-
ments (FRAs).

Options vis-à-vis forwards

5.209 Options can be contrasted with forwards in that:

(a) at inception, there is usually no up-front pay-
ment for a forward contract and the derivative 
contract begins with zero value; in the case of 
an option, a premium is paid when the con-
tract is taken out, and at inception the contract 
is valued at the amount of the premium;

(b) as market prices, interest rates or exchange rates 
change during the life of a forward contract, the 
contract may take on a positive value for one 

party (as an asset) and a corresponding nega-
tive value (as a liability) for the other. Such posi-
tions may switch between the parties, depend-
ing on market developments in the underlying 
asset in relation to the strike price in the con-
tract. This characteristic makes it impractical to 
identify transactions in assets separately from 
transactions in liabilities. Unlike other finan-
cial instruments, transactions in forwards are 
therefore normally reported net over assets and 
liabilities. In the case of an option, the buyer is 
always the creditor and the writer always the 
debtor;

(c) at maturity, redemption is unconditional for a 
forward, whereas for an option it is determined 
by the buyer of the option. Some options are 
redeemed automatically when they are positive 
at maturity.

Swaps

5.210 Definition: swaps are contractual arrangements 
between two parties who agree to exchange, 
over time and according to predetermined rules, 
streams of payment on an agreed notional amount 
of principal. The most common types are interest 
rate swaps, foreign exchange swaps and currency 
swaps.

5.211 Interest rate swaps are an exchange of interest pay-
ments of different character on a notional amount 
of principal, which is never exchanged. Examples 
of the types of interest rate swapped are fixed rate, 
floating rate and rates denominated in a currency. 
Settlements are often made through net cash pay-
ments amounting to the current difference between 
the two interest rates stipulated in the contract 
applied to the agreed notional principal.

5.212 Foreign exchange swaps are transactions in for-
eign currencies at a rate of exchange stated in the 
contract.

5.213 Currency swaps involve an exchange of cash flows 
related to interest payments and an exchange of 
principal amounts at an agreed exchange rate at the 
end of the contract.
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Forward rate agreements (FRAs)

5.214 Definition: FRAs are contractual arrangements in 
which two parties, to protect themselves against 
interest rate changes, agree on an amount of 
interest to be paid, at a specified settlement date, 
on a notional amount of principal that is never 
exchanged. FRAs are settled by net cash payments 
in a similar way as interest rate swaps. The pay-
ments are related to the difference between the for-
ward rate agreement rate and the prevailing market 
rate at the time of settlement.

Credit derivatives

5.215 Definition: credit derivatives are financial deriv-
atives the primary purpose of which is to trade 
credit risk.

Credit derivatives are designed for trading in loan 
and security default risk. Credit derivatives may 
take the form of forward-type or option-type con-
tracts and, like other financial derivatives, are fre-
quently drawn up under standard legal agreements 
which facilitate market valuation. Credit risk is 
transferred from the risk seller, who is buying pro-
tection, to the risk buyer, who is selling protection, 
in exchange for a premium.

5.216 The risk buyer pays cash to the risk seller in the 
event of a default. A credit derivative may also be 
settled by the delivery of debt securities through 
the unit that has defaulted.

5.217 Types of credit derivatives are credit default 
options, credit default swaps (CDS) and total return 
swaps. A CDS index as a traded credit derivative 
index reflects the development of CDS premiums.

Credit default swaps

5.218 Definition: credit default swaps (CDS) are credit 
insurance contracts. They are intended to cover 
losses to the creditor (buyer of a CDS) when:

(a) a credit event occurs in relation to a reference 
unit, rather than being associated to a particu-
lar debt security or loan. A credit event affect-
ing the reference unit of concern may be a 
default, but also a failure to make a payment on 
any (qualifying) liability that has become due 

as in cases such as debt restructuring, breach of 
covenants, and others;

(b) a particular debt instrument, typically a debt 
security or a loan, goes into default. As with 
swap contracts, the buyer of the CDS, (regarded 
as the risk seller), makes a series of premium 
payments to the seller of the CDS (regarded as 
the risk buyer).

5.219 Where there is no default on the associated unit or 
the debt instrument, the risk seller continues pay-
ing premiums until the end of the contract. If there 
is a default, the risk buyer compensates the risk 
seller for the loss, and the risk seller ceases to pay 
premiums.

Financial instruments not included in financial 
derivatives

5.220 Financial derivatives do not include:

(a) the underlying instrument upon which the 
financial derivative is based;

(b) structured debt securities that combine a debt 
security, or a basket of debt securities, with a 
financial derivative or a basket of financial 
derivatives, where the derivatives are insepa-
rable from the debt security and the principal 
initially invested is large compared to the pro-
spective returns from the embedded financial 
derivatives. Financial instruments where small 
principal amounts are invested relative to the 
prospective returns, and which are fully at risk, 
are classified as financial derivatives. Financial 
instruments where the debt security compo-
nent and the financial derivative component 
are separable from each other are classified 
accordingly;

(c) repayable margin payments related to finan-
cial derivatives are classified in other deposits 
or loans depending on the institutional units 
involved. However, non-repayable margin pay-
ments, reducing or eliminating the asset/liabil-
ity positions which may emerge during the life 
of the contract, are treated as settlements under 
the contract, and classified as transactions in 
financial derivatives;

(d) secondary instruments, which are not negotia-
ble and cannot be offset on the market; and
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(e) gold swaps, which have the same nature as 

securities repurchase agreements.

Employee stock options (F.72)

5.221 Definition: employee stock options are agreements 
made on a given date under which an employee 
has the right to purchase a given number of shares 
of the employer’s stock at a stated price either at a 
stated time or within a period of time immediately 
following the vesting date.

The following terminology is used:

the date of the agreement is the ‘grant date’;

the purchase price agreed is the ‘strike price’;

the agreed first date of purchase is the ‘vesting date’;

the period after the vesting date in which the pur-
chase can be made is the ‘exercise period’.

5.222 Transactions in employee stock options are 
recorded in the financial account as the counterpart 
to the element of compensation of employees rep-
resented by the value of the stock option. The value 
of the option is spread over the period between the 
grant date and vesting date; if the detailed data are 
lacking, they are to be recorded at the vesting date. 
Thereafter, transactions are recorded at exercise 
date or, if they are tradable and are actually traded, 
between the vesting date and the end of the exer-
cise period.

Valuation of transactions in financial derivatives and 
employee stock options

5.223 Secondary trade in options and closing out options 
prior to delivery involve financial transactions. 
If an option proceeds to delivery, it may be exer-
cised or not exercised. In cases where the option is 
exercised, there may be a payment from the option 
writer to the option holder equal to the difference 
between the prevailing market price of the under-
lying asset and the strike price, or, alternatively, 
there may be an acquisition or sale of the under-
lying financial or non-financial asset recorded at 
the prevailing market price and a counterpart pay-
ment between the option holder and the option 
writer equal to the strike price. The difference 
between the prevailing market price of the under-
lying asset and the strike price is in both cases equal 

to the liquidation value of the option, which is the 
option price on the terminal date. In cases where 
the option is not exercised, no transaction takes 
place. However, the option writer makes a holding 
gain and the option holder makes a holding loss 
(in both cases equal to the premium paid when the 
contract was taken out) to be recorded in the reval-
uation account.

5.224 The transactions recorded for financial derivatives 
include any trading in the contracts as well as the 
net value of settlements made. There may also be 
the need to record transactions associated with the 
establishment of derivative contracts. However, in 
many cases, the two parties will enter into a deriv-
ative contract without any payment by one party 
to the other; in such cases the value of the transac-
tion establishing the contract is nil and nothing is 
recorded in the financial account.

5.225 Any explicit commissions paid or received from 
brokers or intermediaries for arranging options, 
futures, swaps, and other derivatives contracts are 
treated as payments for services in the appropri-
ate accounts. The parties to a swap are not con-
sidered to be providing a service to each other, 
but any payment to a third party for arranging the 
swap is treated as payment for a service. Under 
a swap arrangement, where principal amounts 
are exchanged the corresponding flows are to be 
recorded as transactions in the underlying instru-
ment; streams of other payments are to be recorded 
under the financial derivatives and employee stock 
options (F.7) category. While the premium paid 
to the seller of an option can conceptually be con-
sidered to include a service charge, in practice it is 
usually not possible to distinguish the service ele-
ment. Therefore, the full price is to be recorded as 
acquisition of a financial asset by the buyer and as 
incurrence of a liability by the seller.

5.226 Where contracts do not involve an exchange of 
principal, no transaction is recorded at incep-
tion. In both cases, implicitly, a financial deriva-
tive with a zero initial value is created at that point. 
Subsequently, the value of a swap will be equal to 
one of the following:

(a) for principal amounts, the current market 
value of the difference between the expected 
future market values of the amounts to be 
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re-exchanged and the amounts specified in the 
contract; and

(b) for other payments, the current market value of 
the future streams specified in the contract.

5.227 Changes in the value of the financial derivative 
over time are recorded in the revaluation account.

5.228 Subsequent re-exchanges of principal will be gov-
erned by the terms and conditions of the swap 
contract and may imply financial assets being 
exchanged at a price different from the prevailing 
market price of such assets. The counterpart pay-
ment between the parties to the swap contract will 
be that specified within the contract. The difference 
between the market price and the contract price is 
then equal to the liquidation value of the asset/lia-
bility as it applies on the due date and is recorded as 
a transaction in financial derivatives and employee 
stock options (F.7). In total, transactions in finan-
cial derivatives and employee stock options must 
match the total revaluation gain or loss throughout 
the duration of the swap contract. This treatment 
is analogous to that set out with respect to options, 
which proceed to delivery.

5.229 For an institutional unit, a swap or a forward 
rate agreement is recorded under the item finan-
cial derivatives and employee stock options on 
the assets side where it has a net asset value. 
Where the swap has a net liability value, it is also 
recorded on the asset side by convention to avoid 
flipping between the asset and the liability side. 
Accordingly, negative net payments increase the 
net value.

Other accounts receivable/payable (F.8)

5.230 Definition: other accounts receivable/payable are 
financial assets and liabilities created as counter-
parts to transactions where there is a timing dif-
ference between these transactions and the corre-
sponding payments.

5.231 Other accounts receivable/payable include transac-
tions in financial claims which stem from the early 
or late payment for transactions in goods or ser-
vices, distributive transactions or financial transac-
tions on the secondary market.

5.232 Financial transactions in other accounts receiva-
ble/payable comprise:

(a) Trade credits and advances (F.81); and

(b) Other accounts receivable/payable, excluding 
trade credits and advances (F.89).

Trade credits and advances (F.81)

5.233 Definition: trade credits and advances are financial 
claims arising from the direct extension of credit 
by the suppliers of goods and services to their cus-
tomers, and advances for work that is in progress 
or is yet to be undertaken, in the form of prepay-
ment by customers for goods and services not yet 
provided.

5.234 Trade credits and advances arise when payment for 
goods or services is not made at the same time as 
the change in ownership of a good or provision of 
a service. If a payment is made prior to the change 
of ownership, there is an advance.

5.235 FISIM accrued but not yet paid is included with 
the corresponding financial instrument, usually 
interest, and prepayment of insurance premiums is 
included in insurance technical reserves (F.61); in 
neither case is there an entry in trade credits and 
advances.

5.236 The trade credits and advances subcategory 
includes:

(a) financial claims relating to the delivery of goods 
or services where payment has not taken place;

(b) trade credits accepted by factoring corpora-
tions except when regarded as a loan;

(c) rent of buildings accruing over time; and

(d) arrears concerning the payment of goods and 
services, when not evidenced by a loan.

5.237 Trade credits are to be distinguished from trade 
finance in the form of trade bills, and credit pro-
vided by third parties to finance trade.

5.238 Trade credits and advances do not include loans to 
finance trade credits. They are classified in loans.

5.239 Trade credits and advances may be divided by orig-
inal maturity into short-term and long-term trade 
credits and advances.
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Other accounts receivable/payable, excluding trade 
credits and advances (F.89)

5.240 Definition: other accounts receivable/payable are 
financial claims arising from timing differences 
between distributive transactions or financial 
transactions on the secondary market and the cor-
responding payments.

5.241 Other accounts receivable/payable include finan-
cial claims created as a result of the timing differ-
ence between accrued transactions and payments 
made in respect of, for example:

(a) wages and salaries;

(b) taxes and social contributions;

(c) dividends;

(d) rent; and

(e) purchase and sale of securities.

5.242 Interest accrued and arrears are recorded with the 
financial asset or liability on which they accrue, 
and not as other accounts receivable/payable. 
If the interest accrued is not recorded as being 

reinvested in the financial asset, it is classified in 
other accounts receivable/payable.

5.243 For securities lending and gold loan fees, which 
are treated as interest, the corresponding entries 
are included under other accounts receivable/pay-
able, rather than with the instrument to which they 
relate.

5.244 Other accounts receivable/payable do not include:

(a) statistical discrepancies other than timing dif-
ferences between transactions in goods and 
services, distributive transactions or financial 
transactions and the corresponding payments;

(b) early or late payment in the creation of finan-
cial assets or the redemption of liabilities other 
than those classified in other accounts receiv-
able/payable. These early or late payments are 
classified in the relevant instrument category;

(c) the amounts of taxes and social contribu-
tions payable to the general government to be 
included under other accounts receivable/pay-
able omits that part of these taxes and social 
contributions which is unlikely to be collected, 
and which therefore represents a general gov-
ernment claim of no value.
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Annex 5.1

Classification of financial transactions

5.A1.01 Financial transactions may be classified accord-
ing to different criteria: by type of financial instru-
ment, negotiability, type of income, maturity, cur-
rency and type of interest.

Classification of financial transactions by 
category

5.A1.02 Financial transactions are classified in categories 
and subcategories as shown in Table 5.3. This clas-
sification of the transactions in financial assets and 
liabilities corresponds to the classification of finan-
cial assets and liabilities.

Table 5.3 — Classification of financial transactions

Category Code

Monetary gold and special drawing rights (SDRs) F.1

Monetary gold F.11

Special drawing rights (SDRs) F.12

Currency and deposits F.2

Currency F.21

Transferable deposits F.22

Other deposits F.29

Debt securities F.3

Short-term F.31

Long-term F.32

Loans F.4

Short-term F.41

Long-term F.42

Equity and investment fund shares or units F.5

Equity F.51

Listed shares F.511

Unlisted shares F.512

Other equity F.519

Investment fund shares or units F.52

Money market fund shares or units (MMFs) F.521

Non-MMF investment fund shares/units F.522

Insurance, pension and standardised guaranteed schemes F.6

Non-life insurance technical reserves F.61

Life insurance and annuity entitlements F.62

Pension entitlements F.63

Claims of pension funds on pension managers F.64

Entitlements to non-pension benefits F.65

Provisions for calls under standardised guarantees F.66

Financial derivatives and employee stock options F.7



Annex 5.1

155  European system of accounts — ESA 2010

5

Category Code

Financial derivatives other than employee stock options F.71

Employee stock options F.72

Other accounts receivable/payable F.8

Trade credits and advances F.81

Other accounts receivable/payable, excluding trade credits and advances F.89

5.A1.03 The classification of financial transactions and of 
financial assets and liabilities is based primarily on 
the liquidity, the negotiability and the legal char-
acteristics of the financial instruments. The defi-
nitions of the categories are in general independ-
ent of the classification of institutional units. The 
classification of financial assets and liabilities can 
be further detailed by a cross-classification by insti-
tutional unit. An example is the cross-classification 
of transferable deposits between deposit taking 
corporations, other than the central bank, as inter-
bank positions.

Classification of financial transactions by 
negotiability

5.A1.04 Financial claims can be distinguished by 
whether they are negotiable or not. A claim is 
negotiable if its ownership is readily capable of 
being transferred from one unit to another by 
delivery or endorsement or of being offset in 
the case financial derivatives. While any finan-
cial instrument can be potentially traded, nego-
tiable instruments are designed to be traded on 
an organised exchange or ‘over-the-counter’, 
although actual trading is not a necessary con-
dition for negotiability. Necessary conditions of 
negotiability are:

(a) transferability or offsetability in the case of 
financial derivatives;

(b) standardisation often evidenced by fungibility 
and eligibility of an ISIN code; and

(c) that the holder of an asset does not retain the 
right of recourse against the previous holders.

5.A1.05 Securities, financial derivatives and employee 
stock options (AF.7) are negotiable financial 
claims. Securities include debt securities (AF.3), 
listed shares (AF.511), unlisted shares (AF.512), 
and investment fund shares (AF.52). Financial 
derivatives and employee stock options are not 

classified as securities even if they are negotiable 
financial instruments. They are linked to spe-
cific financial or non-financial assets or indices 
through which financial risks can be traded in 
financial markets in their own right.

5.A1.06 Monetary gold and SDRs (AF.1), currency 
and deposits (AF.2), loans (AF.4), other equity 
(AF.519), insurance, pension and standardised 
guarantee schemes (AF.6) and other accounts 
receivable/payable (AF.8) are not negotiable.

Structured securities

5.A1.07 Structured securities typically combine a secu-
rity, or a basket of securities, with a financial 
derivative, or a basket of financial derivatives. 
Financial instruments which are not structured 
securities are, for instance, structured deposits 
which combine characteristics of deposits and 
of financial derivatives. While debt securities 
typically involve payment at inception of a prin-
cipal to be repaid, financial derivatives do not.

Classification of financial transactions by 
type of income

5.A1.08 Financial transactions are classified by the type 
of income they generate. The linking of income 
with the corresponding financial assets and lia-
bilities facilitates calculation of rates of return. 
Table 5.4 shows the detailed classification by 
transaction and by income type. While mon-
etary gold and SDRs, deposits, debt securi-
ties, loans and other accounts receivable/paya-
ble accrue interest, equity pays predominantly 
dividends, reinvested earnings or withdrawals 
from income of quasi-corporations. Investment 
income is attributable to holders of investment 
fund shares and of insurance technical reserves. 
The remuneration related to the participation in 
a financial derivative is not recorded as income, 
because no principal amount is provided.
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Table 5.4 — Classification of financial transactions by type of income

Financial transactions Code Type of income Code

Monetary gold and special drawing rights (SDRs) F.1 Interest D.41

Currency F.21 None

Transferable deposits F.22 Interest D.41

Other deposits F.29 Interest D.41

Debt securities F.3 Interest D.41

Loans F.4 Interest D.41

Equity F.51
Distributed income of corporations D.42

Reinvested earnings D.43

Listed and unlisted shares
F.511 Dividends D.421

F.512 Reinvested earnings D.43

Other equity F.519

Withdrawals from income of quasi-corporations D.422

Reinvested earnings D.43

Dividends D.421

Investment fund shares or units F.52 Investment income attributable to investment 
fund shareholders D.443

Insurance, pension and standardised guarantee 
schemes F.6

Investment income attributable to insurance 
policy holders D.441

Investment income payable on pension 
entitlements D.442

Financial derivatives and employee stock options F.7 None

Other accounts receivable/payable F.8 Interest D.41

Classification of financial transactions by 
type of interest rate

5.A1.09 Financial assets and liabilities accruing interest 
may be broken down by the type of interest rate 
namely fixed, variable, or mixed interest rates.

5.A1.10 For financial instruments with a fixed interest 
rate the contractual nominal interest payments 
are fixed in terms of the currency of denomina-
tion for the life of the financial instrument or for 
a certain number of years. At the date of incep-
tion, from the debtor’s perspective, the timing 
and value of interest payments and principal 
repayments are known.

5.A1.11 For financial instruments with a variable interest 
rate, interest and principal payments are linked 
to an interest rate, general price index for goods 
and services or asset price. The reference value 
fluctuates in response to market conditions.

5.A1.12 Mixed interest rate financial instruments have 
both a fixed and a variable interest rate over 
their life and are classified as variable interest 
rate financial instruments.

Classification of financial transactions by 
maturity

5.A1.13 For the analysis of interest rates, asset yields, 
liquidity or debt servicing capacity, a break-
down of financial assets and liabilities by a range 
of maturities may be required.

Short-term and long-term maturity

5.A1.14 Definition: a financial asset or liability with 
short-term maturity is repayable on demand at 
the request of the creditor, or in one year or less. A 
financial asset or liability with long-term maturity 
is repayable at some date beyond one year, or has 
no stated maturity.
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Original maturity and remaining maturity

5.A1.15 Definition: the original maturity of financial 
assets or liabilities is defined as the period from the 
issue date until the final scheduled payment date. A 
remaining maturity of financial assets or of liabili-
ties is defined as the period from the reference date 
until the date of the final scheduled payment.

5.A1.16 The original maturity concept is helpful in 
understanding debt issuance activity. Therefore, 
debt securities and loans are split by original 
maturity into short-term and long-term debt 
securities and loans.

5.A1.17 Remaining maturity is more relevant to analysis 
of debt positions and debt servicing capabilities.

Classification of financial transactions by 
currency

5.A1.18 Many of the categories, subcategories and sub-
positions of the financial assets and liabilities 

may be broken down by the currency in which 
they are denominated.

5.A1.19 Financial assets or liabilities in foreign currency 
include financial assets or liabilities denomi-
nated in a currency basket, for example SDRs 
and financial assets or liabilities denominated in 
gold. A distinction between national currency 
and foreign currencies is particularly useful for 
currency and deposits (AF.2), debt securities 
(AF.3) and loans (AF.4).

5.A1.20 The currency of settlement may be different 
from the currency of denomination. The cur-
rency of settlement refers to the currency into 
which the value of positions and flows of finan-
cial instruments such as securities are converted 
each time settlement occurs.

Measures of money

5.A1.21 Monetary policy analysis may require measures 
of money such as M1, M2 and M3 to be identi-
fied in the financial account. Measures of money 
are not defined in the ESA 2010.
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CHAPTER 6

Other flows

Introduction

6.01 Other flows are changes in the value of assets and 
liabilities that do not result from transactions. 
The reason that these flows are not transactions 
is linked to their not meeting one or more of the 
characteristics of transactions, for example, the 
institutional units involved may not be acting by 
mutual agreement, as in the case of an uncompen-
sated seizure of assets, or the change may be due to 
a natural event such as an earthquake rather than 
a purely economic phenomenon. Alternatively, the 
value of an asset expressed in foreign currency may 
change as a result of an exchange rate change.

Other changes in assets and liabilities

6.02 Definition: other changes in assets and liabilities 
are economic flows, other than those that occur 
through transactions recorded in the capital and 
financial accounts, that change the value of assets 
and liabilities.

Two types of other changes are distinguished. The 
first consists of changes in the volume of assets and 
liabilities. The second is through nominal holding 
gains and losses.

Other changes in the volume of assets and 
liabilities (K.1 to K.6)

6.03 In the capital account, produced and non-pro-
duced assets may enter and leave a sector through 
acquisitions and disposals of assets, consumption 
of fixed capital or additions to, withdrawals from 
and recurrent losses from inventories. In the finan-
cial account, financial assets and liabilities enter the 
system when a debtor accepts a future obligation to 
pay a creditor, and leave the system when this obli-
gation has been fulfilled.

6.04 Other changes in the volume of assets and liabil-
ities include flows that allow assets and liabilities 
to enter or leave the accounts other than by trans-
actions — for example, entrances and exits of the 
discovery, depletion and degradation of natural 
assets.

Other changes in the volume of assets and liabil-
ities also include the effect of exceptional, unan-
ticipated external events that are not economic in 
nature, and changes resulting from reclassification 
or restructuring of institutional units or assets and 
liabilities.

6.05 Other changes in the volume of assets and liabili-
ties cover six categories:

(a) economic appearance of assets (K.1);

(b) economic disappearance of non-produced 
assets (K.2);

(c) catastrophic losses (K.3);

(d) uncompensated seizures (K.4);

(e) other changes in volume not elsewhere classi-
fied (K.5); and

(f) changes in classification (K.6).

Economic appearance of assets (K.1)

6.06 Economic appearance of assets is the increase in 
the volume of produced and non-produced assets 
that is not the result of production. Included are:

(a) historic monuments, e.g. those structures or 
sites with special archaeological, historical or 
cultural significance, when their value is first 
recognised in the balance sheet;

(b) valuables, such as precious stones, antiques 
and art objects, when the high value or artistic 
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significance of an object not already recorded 
in the balance sheet is first recognised;

(c) discoveries of exploitable subsoil resources 
such as proven reserves of coal, oil, natural gas, 
metallic or non-metallic minerals. This also 
covers the upwards reappraisals of the value of 
reserves when exploitation becomes economi-
cally viable as a result of technological progress 
or relative price changes;

(d) natural growth of uncultivated biological 
resources, such as natural forests and the stock 
of fish, where the growth in such economic 
assets is not under the direct control, responsi-
bility and management of an institutional unit 
and thus not treated as production;

(e) transfers of other natural resources to eco-
nomic activity: natural resources that change 
status to qualify as economic assets. Examples 
include the initial exploitation of virgin forests, 
transfer of land from a wild or waste state to 
land that can be put to economic use, land rec-
lamation and initial charging for extraction of 
water. The natural resources may also acquire 
value due to economic activity in the vicinity, 
for example, land may be recognised as valu-
able because of a nearby development or crea-
tion of an access road. The cost of land improve-
ments is recorded as gross fixed capital forma-
tion but any excess in the increase of value of 
the land over the value of the land improve-
ments is recorded as economic appearance;

(f) quality changes in natural assets due to changes 
in economic uses. Changes in quality are 
recorded as changes in volume. The quality 
changes recorded here occur as the counterpart 
of the changes in economic use that are shown 
as changes in classification (see paragraph 
6.21). For example, the reclassification of cul-
tivated land to land underlying buildings may 
result in an increase in value as well as a change 
in classification. In this case the asset is already 
within the asset boundary and it is the change 
in quality of the asset due to the change of eco-
nomic use that is regarded as the appearance 
of an asset. Another example is the increase in 
value of dairy cattle when sent to slaughter ear-
lier than expected;

(g) initial appearance of value from granting trans-
ferable contracts, leases, licences or permits. 
The value in such contracts, leases, licences or 
permits represents an asset when the value of 
the entitlement they give exceeds the fees pay-
able and the holder can realise this by transfer-
ring them to others; and

(h) changes in the value of goodwill and market-
ing assets, which materialises when institu-
tional units are sold at prices that exceed their 
own funds (see paragraph 7.07); the excess of 
purchase price over own funds is referred to 
as purchased goodwill and marketing assets. 
Goodwill not evidenced by a sale/purchase is 
not considered as an economic asset.

Economic disappearance of non-produced assets 
(K.2)

6.07 Economic disappearance of non-produced non-
financial assets includes:

(a) depletion of natural resources, which covers 
the reduction of the value of deposits of subsoil 
assets, and the depletion of uncultivated biolog-
ical resources included in the asset boundary 
(see point (e) of paragraph 6.06) as a result of 
harvesting, forest clearance or use beyond sus-
tainable levels of extraction. Many of the possi-
ble entries here are the opposite of the entries 
described in points (c) to (f) of paragraph 6.06;

(b) other economic disappearance of non-pro-
duced assets, which covers:

(i) the writing-down of the value of purchased good-
will and marketing assets; and

(ii) the expiration of the advantages given by transfer-
able contracts, leases, licences and permits.

Catastrophic losses (K.3)

6.08 Catastrophic losses recorded as other changes in 
volume result from large-scale, discrete and recog-
nisable events that destroy economic assets.

6.09 Such events include major earthquakes, volcanic 
eruptions, tidal waves, exceptionally severe hurri-
canes, drought and other natural disasters; acts of 
war, riots and other political events; and technolog-
ical accidents such as major toxic spills or release of 



Other flows

161  European system of accounts — ESA 2010

6
radioactive particles into the air. Examples of such 
events are:

(a) deterioration in the quality of land caused by 
abnormal flooding or wind damage;

(b) destruction of cultivated assets by drought or 
outbreak of disease;

(c) destruction of buildings, equipment or valua-
bles in forest fires or earthquakes; and

(d) accidental destruction of currency or bearer 
securities as a result of natural catastrophes or 
political events, or destruction of evidence of 
ownership.

Uncompensated seizures (K.4)

6.10 Uncompensated seizures occur when governments 
or other institutional units take possession of the 
assets of other institutional units, including non-
resident units, without full compensation, for rea-
sons other than the payment of taxes, fines or sim-
ilar levies. The seizure of property related to crim-
inal activity is considered to be a fine. The uncom-
pensated part of such unilateral seizures is recorded 
as other change in volume.

6.11 Foreclosures and repossessions of assets by cred-
itors are not recorded as uncompensated seizures 
because, either explicitly or by general understand-
ing, the agreement between the parties provides for 
this avenue of recourse.

Other changes in volume not elsewhere classified 
(K.5)

6.12 Other changes in volume not elsewhere classified 
(K.5) are the effects of unexpected events on the 
economic value of assets.

6.13 Examples of other changes in volume not else-
where classified of non-financial assets include:

(a) unforeseen obsolescence. Assumptions used in 
deriving consumption of fixed capital will not 
cover unforeseen obsolescence in fixed assets. 
The amount included for their expected obso-
lescence may fall short of the actual obso-
lescence. Entries must, therefore, be made 
for the decline in the value of the fixed assets 

resulting from, for example, the introduction of 
improved technology;

(b) differences between allowances included in 
consumption of fixed capital for normal dam-
age and actual losses. Consumption of fixed 
capital does not cover unforeseen damage, and 
the amount estimated for normally expected 
damage may fall short or exceed the actual 
damage. Adjustments must, therefore, be made 
for the unforeseen decline or increase in the 
value of the fixed assets due to such events. The 
losses adjusted for here are not sufficiently large 
to be considered catastrophic;

(c) degradation of fixed assets not accounted for 
in consumption of fixed capital. This covers 
the decline in the value of fixed assets from, for 
example, the unforeseen effects of acidity in air 
and rain on building surfaces or vehicle bodies;

(d) abandonment of production facilities before 
completion or being brought into economic 
use;

(e) exceptional losses in inventories (e.g. from fire 
damage, robberies, or insect infestation of grain 
stores) that are not considered as catastrophic 
losses.

6.14 Examples of other changes in volume not else-
where classified concerning financial assets and lia-
bilities include:

(a) losses of currency or bearer securities for rea-
sons (such as fire damage or theft) that are 
not considered catastrophic, and currency 
withdrawn from circulation that is no longer 
exchangeable, excluding amounts where there 
has been a change in classification from cur-
rency to valuables;

(b) changes in financial claims resulting from 
write-offs. These are excluded from the finan-
cial account because there is no mutual agree-
ment between the parties. Specifically, a cred-
itor may decide that a financial claim can no 
longer be collected, for example because of 
bankruptcy or liquidation, and removes the 
claim from their balance sheet. The creditor’s 
recognition that the claim is uncollectable is 
recorded as other changes in the volume of 
assets. The corresponding liability must also be 
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removed from the balance sheet of the debtor 
to maintain balance in the accounts of the total 
economy. An exception to this general princi-
ple is made for taxes and social contributions 
payable to general government (see point (d) of 
paragraph 6.15);

(c) changes of life insurance, annuity entitlements 
and pension entitlements due to changes in 
demographic assumptions;

(d) provisions for calls under standardised guaran-
tee schemes when the expected calls exceed the 
expected receipts and recoveries.

6.15 Other changes in volume not elsewhere classified 
exclude:

(a) changes in financial claims resulting from 
write-downs that reflect the actual market 
values of tradable financial claims: these are 
accounted for in the revaluation account;

(b) cancellation of debt by mutual agreement 
between debtor and creditor (debt cancellation 
or debt forgiveness): this is recorded as a trans-
action between the creditor and the debtor (see 
point (f) of paragraph 4.165);

(c) debt repudiation: the unilateral cancellation of 
a liability by a debtor is not recognised;

(d) taxes and social contributions payable to gen-
eral government that general government uni-
laterally recognises as unlikely to be collected 
(see paragraphs 1.57, 4.27 and 4.82).

Changes in classification (K.6)

6.16 Changes in classification comprise changes in sec-
tor classification and institutional unit structure, 
and changes in classification of assets and liabilities.

Changes in sector classification and institutional 
unit structure (K.61)

6.17 Reclassifying an institutional unit from one sec-
tor to another transfers its entire balance sheet, e.g. 
if an institutional unit classified in the households 
sector becomes financially distinct from its owner, 
it may qualify as a quasi-corporation and be reclas-
sified in the non-financial corporations sector.

6.18 Changes in sector classification transfer the entire 
balance sheet from one sector or subsector to 
another. The transfer may result in consolidation 
or deconsolidation of assets and liabilities, which is 
also included in this category.

6.19 Changes in structure of institutional units cover 
appearance and disappearance of certain financial 
assets and liabilities arising from corporate restruc-
turing. When a corporation disappears as an inde-
pendent legal entity because it is absorbed by one 
or more corporations, all financial assets and liabil-
ities, including shares and other equity that existed 
between that corporation and those that absorbed 
it, disappear from the system. However, the pur-
chase of shares and other equity of a corporation 
as part of a merger is recorded as a financial trans-
action between the purchasing corporation and 
its previous owners. The replacement of existing 
shares by shares in the purchasing corporation, 
or a new corporation, is recorded as redemptions 
of shares accompanied by the issue of new shares. 
Financial assets and liabilities that existed between 
the absorbed corporation and third parties remain 
unchanged and pass to the absorbing corporation.

6.20 Symmetrically, when a corporation is legally split 
up into two or more institutional units, the appear-
ance of financial assets and liabilities is recorded as 
changes in sector classification and structure.

Changes in classification of assets and liabilities 
(K.62)

6.21 Changes in classification of assets and liabilities 
occur where assets and liabilities appear under one 
category in the opening balance sheet and another 
in the closing balance sheet. Examples include 
changes in land use and conversions of dwellings 
to commercial use or vice versa. In the case of land, 
both entries (a negative entry for the old category, 
a positive one for the new category) are made with 
the same value. Any change in land value result-
ing from this change in use is recorded as a volume 
change rather than a revaluation and, hence, as an 
economic appearance of assets or economic disap-
pearance of non-produced assets.

6.22 Appearance or disappearance of monetary gold 
held in the form of gold bullion cannot be created 
by a financial transaction but enters or leaves the 
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system through other changes in the volume of 
assets.

6.23 A special case of a change in classification occurs 
for gold bullion. Gold bullion can be a financial 
asset known as monetary gold, or a valuable known 
as non-monetary gold, depending on the holder 
and the motivation for the holding. Monetisation 
is the change in the classification of gold bullion 
from non-monetary to monetary. Demonetisation 
is the change in the classification of gold bullion 
from monetary to non-monetary.

6.24 Operations in relation to gold bullion are recorded 
as follows.

(a) When a monetary authority sells gold bullion 
that is a reserve asset to a non-resident insti-
tutional unit that is not a monetary author-
ity or to a resident institutional unit, a trans-
action in non-monetary gold is recorded. 
Demonetisation of gold as a change in the clas-
sification of gold bullion from monetary to 
non-monetary occurs immediately before the 
transaction and is recorded as other changes in 
the volume of assets of the monetary authority.

(b) When a monetary authority purchases gold 
bullion from a non-resident or a resident insti-
tutional unit for its reserve assets and that gold 
is not already a reserve asset, a transaction in 
non-monetary gold is recorded. Monetisation 
of gold as a change in the classification of 
gold bullion from non-monetary to monetary 
occurs immediately after the transaction and 
is recorded as other changes in the volume of 
assets of the monetary authority.

(c) When buyer and seller are monetary authorities 
of different economies and both hold the gold 
bullion as part of their reserve assets, there is a 
transaction in gold bullion, which is recorded 
in the financial account.

(d) In other cases, gold bullion is non-monetary 
at all times and transactions in non-monetary 
gold are recorded.

The above cases relating to a monetary authority 
also apply to an international financial organisation.

6.25 Changes in classification of assets and liabilities 
do not include the conversion of debt securities 

into shares, which is recorded as two financial 
transactions.

Nominal holding gains and losses (K.7)

6.26 The revaluation account records the nominal hold-
ing gains and losses accruing during an account-
ing period to the owners of assets and liabilities, 
reflecting changes in the level and structure of their 
prices. Nominal holding gains and losses (K.7) 
comprise neutral holding gains and losses (K.71) 
and real holding gains and losses (K.72).

6.27 Definition: the nominal holding gains and losses 
(K.7) that relate to an asset are the increases or 
decreases in the asset’s value accruing to its eco-
nomic owner as a result of increases or decreases 
in its price. The nominal holding gains and losses 
that relate to a financial liability are the decreases 
or increases in the liability’s valuation as a result of 
decreases or increases to its price.

6.28 A holding gain arises from an increase in the value 
of an asset or from a decrease in the value of a lia-
bility. A holding loss arises from a decrease in the 
value of an asset or an increase in the value of a 
liability.

6.29 The nominal holding gains and losses recorded 
in the revaluation account are those accruing on 
assets or liabilities, whether realised or not. A hold-
ing gain is said to be realised when the asset in ques-
tion is sold, redeemed, used or otherwise disposed 
of, or the liability repaid. An unrealised gain is one 
accruing on an asset that is still owned or a liability 
that is still outstanding at the end of the accounting 
period. A realised gain is usually understood as the 
gain realised over the entire period over which the 
asset is owned or liability outstanding whether this 
period coincides with the accounting period or not. 
However, as holding gains and losses are recorded 
on an accruals basis, the distinction between real-
ised and unrealised gains and losses, although use-
ful for some purposes, does not appear in the clas-
sifications and accounts.

6.30 Holding gains and losses include the gains and 
losses on all kinds of non-financial assets, finan-
cial assets and liabilities. Thus, holding gains and 
losses on inventories of all kinds of goods held by 



6 Other flows

164 European system of accounts — ESA 2010 

producers, including work-in-progress, are also 
covered.

6.31 Nominal holding gains and losses may accrue on 
assets held or liabilities incurred for any length of 
time during the accounting period and not merely 
on assets or liabilities that appear in the opening 
and/or closing balance sheets. The nominal hold-
ing gains and losses accruing to the owner of a par-
ticular asset or liability, or given quantity of a spe-
cific type of asset or liability, between two points of 
time is defined as ‘the current value of that asset or 
liability at the later point of time minus the current 
value of that asset or liability at the earlier point of 
time’, assuming that the asset or liability itself does 
not change, qualitatively or quantitatively, during 
that time.

6.32 The nominal holding gain (G) accruing on a given 
quantity q of some asset between times o and t can 
be expressed as follows: G = (pt - po) × q,

where po and pt are the prices of the asset at times 
o and t respectively. For financial assets and liabil-
ities with fixed current values in the national cur-
rency, po and pt are unity by definition and the 
nominal holding gain are always zero.

6.33 To calculate nominal holding gains and losses, 
acquisitions and disposals of assets must be val-
ued in the same way they are recorded in the capi-
tal and financial accounts and stocks of assets must 
be valued in the same way they are recorded in the 
balance sheet. In the case of fixed assets, the value 
of an acquisition is the amount paid by the pur-
chaser to the producer, or seller, plus the associated 
costs of ownership transfer incurred by the pur-
chaser. The value of a disposal of an existing fixed 
asset is the amount received by the seller from the 
purchaser minus the costs of ownership transfer 
incurred by the seller.

6.34 An exception to the case described in paragraph 
6.33 is where the price paid differs from the mar-
ket value of the asset. In this case, a capital trans-
fer is imputed for the difference between the price 
paid and the market value and the acquisition is 
recorded at market value. This particularly occurs 
in transactions involving non-market sectors.

6.35 Four different situations leading to nominal hold-
ing gains and losses are distinguished:

(a) an asset held throughout the accounting 
period: the nominal holding gain accruing dur-
ing the accounting period is equal to the clos-
ing balance sheet value minus the opening bal-
ance sheet value minus any consumption of 
fixed capital in the accounting period. These 
values are the estimated values of the assets if 
they were to be acquired at the times the bal-
ance sheets are drawn up. The nominal gain is 
unrealised;

(b) an asset held at the beginning of the period that 
is sold during the period: the nominal hold-
ing gain accruing is equal to the value at dis-
posal minus the opening balance sheet value 
minus any consumption of fixed capital in the 
accounting period that occurs prior to the sale. 
The nominal gain is realised;

(c) an asset acquired during the period and still 
held at the end of the period: the nominal hold-
ing gain accruing is equal to the closing bal-
ance sheet value minus the value at acquisition 
minus any consumption of fixed capital in the 
accounting period. The nominal gain is unreal-
ised; and

(d) an asset acquired and disposed of during the 
accounting period: the nominal holding gain 
accruing is equal to the value at disposal minus 
the value at acquisition minus any consump-
tion of fixed capital in the accounting period 
between acquisition and disposal. The nominal 
gain is realised.

6.36 The nominal holding gains and losses included are 
those accruing on assets and liabilities, whether 
realised or not. They are recorded in the revalua-
tion account of the sectors involved, the total econ-
omy and the rest of the world.

Neutral holding gains and losses (K.71)

6.37 Definition: the neutral holding gains and losses 
(K.71) relate to assets and liabilities and are the 
value of the holding gains and losses that accrue if 
the price of the asset or liability changes over time 
in the same proportion as the general price level.

6.38 Neutral holding gains and losses are identified to 
facilitate the derivation of real holding gains and 



Other flows

165  European system of accounts — ESA 2010

6
losses, which redistribute real purchasing power 
between sectors.

6.39 Let the general price index be denoted by r. The 
neutral holding gain (NG) on a given quantity q of 
an asset between times o and t is then given by the 
following expression: NG = po × q (rt/ro - 1),

where po × q is the current value of the asset at time 
o and rt/ro the factor of the change in the general 
price index between times o and t. The same term 
rt/ro is applied to all assets and liabilities.

6.40 The general price index to be applied for the calcu-
lation of neutral holding gains and losses is a price 
index for final expenditure.

6.41 Neutral holding gains and losses are recorded 
in the neutral holding gains and losses account, 
which is a subaccount of the revaluation account 
of the sectors, the total economy and the rest of the 
world.

Real holding gains and losses (K.72)

6.42 Definition: the real holding gains and losses (K.72) 
relate to an asset or liability and are the difference 
between the nominal and the neutral holding gains 
and losses on that asset.

6.43 The real holding gain (RG) on a given quantity q of 
an asset between times o and t is given by:

RG = G - NG

or RG = (pt/po - rt/ro) × po × q.

6.44 The values of the real holding gains and losses on 
assets and liabilities thus depend on the move-
ments of their prices over the period in question, 
relative to movements of other prices, on average, 
as measured by the general price index.

6.45 Real holding gains and losses are recorded in the 
real holding gains and losses account, which is a 
subaccount of the revaluation account.

Holding gains and losses by types of 
financial asset and liability

Monetary gold and SDRs (AF.1)

6.46 As the price of monetary gold is usually quoted in 
US dollars, the value of monetary gold is subject to 
nominal holding gains and losses through changes 
in the exchange rate as well as the price of the gold 
itself.

6.47 As the SDRs represent a basket of currencies, 
its value in national currency terms, and so the 
value of the holding gains and losses, varies with 
the exchange rates of the currencies in the basket 
against the national currency.

Currency and deposits (AF.2)

6.48 The current values of currency and deposits 
denominated in national currency remain constant 
over time. The ‘price’ of such an asset is always 
unity while the quantity is given by the number 
of units of the currency in which they are denom-
inated. The nominal holding gains and losses on 
such assets are always zero. For this reason, the dif-
ference between the values of the opening and clos-
ing stocks of such assets is, with the exception of 
other changes in volume, entirely accounted for by 
the values of the transactions in the assets. This is 
a rare case where it is normally possible to deduce 
the transactions from the changes in balance sheet 
figures.

6.49 The interest accruing on deposits is recorded in 
the financial account as being simultaneously rein-
vested as deposits.

6.50 Holdings of foreign currency and deposits denom-
inated in other currencies will register nomi-
nal holding gains and losses due to changes in 
exchange rates.

6.51 In order to calculate the neutral and real holding 
gains and losses on assets of fixed current value, 
data on the times and values of transactions are 
needed as well as the opening and closing balance 
sheet values. Suppose, for example, a deposit is 
made and withdrawn within the accounting period 
while the general price level is rising. The neutral 
gain on the deposit is positive and the real gain 
negative, the amount depending upon the length 
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of time the deposit is outstanding and the rate of 
inflation. It is impossible to record such real losses 
without data on the value of the transactions dur-
ing the accounting period and the times at which 
they are made.

6.52 In general, it may be inferred that if the total abso-
lute value of the positive and negative transactions 
is large in relation to the opening and closing bal-
ance sheet levels, approximate estimates of the 
neutral and real holding gains and losses on finan-
cial assets and liabilities with fixed current values 
derived from balance sheet data alone may not 
be very satisfactory. Even recording the values of 
financial transactions on a gross basis, i.e. record-
ing deposits made and withdrawn separately as dis-
tinct from the total value of deposits minus with-
drawals, may not be sufficient without information 
on the timing of the deposits.

Debt securities (AF.3)

6.53 When a long-term debt security, such as a bond, 
is issued at premium or discount, including deep 
discounted and zero coupon bonds, the difference 
between its issue price and its face or redemption 
value when it matures measures interest that the 
issuer is obliged to pay over the life of the debt secu-
rity. Such interest is recorded as property income 
payable by the issuer of the long-term debt security 
and receivable by the holder of the debt security, in 
addition to any coupon interest actually paid by the 
issuer at specified intervals over the life of the debt 
security.

6.54 The interest accruing is recorded in the financial 
account as being simultaneously reinvested in the 
debt security by the holder of the debt security. It 
is therefore recorded in the financial account as the 
acquisition of an asset, which is added to the exist-
ing asset. Thus the gradual increase in the market 
value of a long-term debt security that is attrib-
utable to the accumulation of accrued reinvested 
interest reflects a growth in the principal outstand-
ing — that is, in the size of the asset. It is essen-
tially a quantum or volume increase and not a price 
increase. It does not generate any holding gain for 
the holder of the long-term debt security or a hold-
ing loss for the issuer. Debt securities change qual-
itatively over time as they approach maturity and 
it is essential to recognise that increases in their 

values due to the accumulation of accrued interest 
are not price changes and do not generate holding 
gains.

6.55 The prices of fixed-interest long-term debt securi-
ties also change, however, when the market rates 
of interest change, the prices varying inversely 
with the interest rate movements. The impact of a 
given interest rate change on the price of an indi-
vidual long-term debt security is lower the closer 
the security is to maturity. Changes in prices of 
long-term debt securities that are attributable to 
changes in market rates of interest constitute price 
and not quantum changes. They, therefore, gener-
ate nominal holding gains and losses for both the 
issuers and the holders of the debt securities. An 
increase in interest rates generates a nominal hold-
ing gain for the issuer of the debt security and an 
equal nominal holding loss for the holder, and vice 
versa in the case of a fall in interest rates.

6.56 Variable interest rate debt securities have their cou-
pon or principal payments linked to a general price 
index for goods and services, such as the consumer 
price index, an interest rate such as the Euribor, the 
Libor or a bond yield, or an asset price.

When the amounts of the coupon payments and/
or the principal outstanding are linked to a general 
or broad price index, the change in the value of the 
principal outstanding between the beginning and 
the end of a particular accounting period due to the 
movement in the relevant index is treated as inter-
est accruing in that period, in addition to any inter-
est due for payment in that period.

When indexation of the amounts to be paid at 
maturity includes a holding gain motive, typically 
indexation based on a single, narrowly defined 
item, any deviation of the underlying index from 
the originally expected path leads to holding gains 
or losses, which will not normally cancel out over 
the life of the instrument.

6.57 Nominal holding gains and losses may accrue on 
short-term debt securities in the same way as for 
long-term debt securities. However, as short-term 
debt securities have much shorter times to matu-
rity, the holding gains generated by interest rate 
changes are generally much smaller than on long-
term debt securities with the same face values.
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Loans (AF.4)

6.58 The same situation as for currency and depos-
its applies for loans that are not traded. However, 
when an existing loan is sold to another institu-
tional unit, the write-down of the loan, which is 
the difference between the redemption price and 
the transaction price, is recorded under the revalu-
ation account of the seller and the purchaser at the 
time of transaction.

Equity and investment fund shares (AF.5)

6.59 Bonus shares increase the number of shares and 
the nominal value of the shares issued but do not 
by themselves alter the market value of the total-
ity of shares. This also applies for a stock dividend 
which is a pro-rata distribution of additional shares 
of a corporation’s stock to owners of the com-
mon stock. Bonus shares and stock dividends do 
not enter the accounts at all. However, such issues 
are designed to improve the liquidity of the shares 
on the market and hence the total market value of 
shares issued may rise as a result: any such change 
is recorded as a nominal holding gain.

Insurance, pension and standardised guarantee 
schemes (AF.6)

6.60 When the reserves and entitlements for insurance, 
pension and standardised guarantee schemes are 
denominated in national currency, there are no 
nominal holding gains and losses, just as there are 
none for currency or deposits and loans. The assets 
used by the financial institutions to meet the com-
mitments are subject to holding gains and losses.

6.61 The liabilities to policy holders and beneficiaries 
change as a result of transactions, other volume 
changes and revaluations. Revaluations are due to 
changes of key model assumptions in the actuarial 
calculations. Those assumptions are the discount 
rate, the wage rate and the inflation rate.

Financial derivatives and employee stock options 
(AF.7)

6.62 The value of financial derivatives may change as 
a result of changes in the value of the underlying 

instrument, changes in the volatility of the price 
of the underlying instrument, or approaching the 
date of execution or maturity. All such changes in 
value to financial derivatives and employee stock 
options are to be regarded as price changes and 
recorded as a revaluation.

Other accounts receivable/payable (AF.8)

6.63 The same situation as for domestic currency, depos-
its and loans applies for other accounts receivable/
payable, which are not traded. However, when an 
existing trade credit is sold to another institutional 
unit the difference between the redemption price 
and the transaction price is recorded as revaluation 
at the time of transaction. Nonetheless, as trade 
credit generally has a short-term nature, the sale 
of a trade credit might imply the creation of a new 
financial instrument.

Assets denominated in foreign currency

6.64 The value of assets and liabilities denominated 
in foreign currency is measured by their current 
market value in foreign currency converted into 
national currency at the current exchange rate. 
Nominal holding gains and losses may therefore 
occur from both changes in the price of the asset 
and the exchange rate. The total value of the nom-
inal holding gains and losses accruing over the 
accounting period is calculated by subtracting the 
value of transactions and other volume changes 
from the difference between the opening and clos-
ing balance sheet values. For this purpose, transac-
tions in assets and liabilities denominated in for-
eign currency are converted into the national cur-
rency using the exchange rates at the time the trans-
actions occur, while the opening and closing bal-
ance sheet values are converted using the exchange 
rates prevailing at the dates to which the balance 
sheets relate. This implies that the total value of the 
transactions as net acquisitions — acquisitions less 
disposals — expressed in foreign currency is, in 
effect, converted by a weighted average exchange 
rate in which the weights are given the values of 
transactions conducted on different dates.
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CHAPTER 7

Balance sheets
7.01. Definition: a balance sheet is a statement, drawn up 

for a particular point in time, of the values of assets 
economically owned and of liabilities owed by an 
institutional unit or group of units.

7.02 The balancing item of a balance sheet is called net 
worth (B.90). The stock of the assets and liabili-
ties recorded in the balance sheet are valued at the 
appropriate prices, which are usually the market 
prices prevailing on the date to which the balance 
sheet relates, but for some categories at their nom-
inal values. A balance sheet is drawn up for resi-
dent institutional sectors and subsectors, the total 
national economy and the rest of the world.

7.03 The balance sheet completes the sequence of 
accounts, showing the ultimate effect of the entries 
in the production, distribution and use of income, 
and accumulation accounts on the stock of wealth 
of an economy.

7.04 For institutional sectors the balancing item on the 
balance sheet is net worth.

7.05 For the total national economy the balancing item 
is often referred to as national wealth — the total 
value of non-financial assets, and net financial 
assets with respect to the rest of the world.

7.06 The rest of the world balance sheet is compiled in 
the same manner as the balance sheets of the res-
ident institutional sectors and subsectors. It con-
sists entirely of positions in financial assets and 
liabilities of non-residents vis-à-vis residents. In 
the BPM6 the corresponding balance sheet drawn 

from the viewpoint of residents vis-à-vis non-res-
idents is called the international investment posi-
tion (IIP).

7.07 Own funds are defined as the sum of net worth 
(B.90) plus the value of equity and investment fund 
shares (AF.5) as liabilities in the balance sheet.

7.08 For the non-financial corporations and financial 
corporations sectors and subsectors, own funds is 
an analytically meaningful indicator similar to net 
worth.

7.09 The net worth of corporations will usually be dif-
ferent from the value of their shares and other 
equity issued. Quasi-corporations’ net worth is 
zero because the value of their owner’s equity is 
assumed to be equal to its assets less its non-equity 
liabilities. The net worth of resident direct invest-
ment enterprises, which are branches of non-resi-
dent enterprises and treated as quasi-corporations, 
is therefore also zero.

7.10 The balancing item of financial assets and liabilities 
is called financial net worth (BF.90).

7.11 A balance sheet relates to the value of assets and 
liabilities at a particular moment of time. Balance 
sheets are compiled at the beginning and end of an 
accounting period; the opening balance sheet at the 
beginning of the period is the same as the closing 
balance sheet recorded at the end of the preceding 
period.

7.12 A basic accounting identity links the value of the 
stock of a specific type of an asset as shown in the 
opening balance sheet and the closing balance 
sheet as follows:
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the value of the stock of a specific type of asset in the opening balance sheet

plus

transactions

the total value of that asset acquired in transactions that take place during 
the accounting period

minus the total value of that asset disposed of in transactions that take place 
during the accounting period

minus consumption of fixed capital (if applicable)

plus
other changes in the volume of assets

other positive changes in volume affecting that asset

minus other negative changes in volume affecting that asset

plus
revaluations

the value of nominal holding gains accruing during the period resulting 
from changes in the price of that asset

minus the value of nominal holding losses accruing during the period resulting 
from changes in the price of that asset

equals the value of the stock of that asset in the closing balance sheet.

A table can also be drawn up, which links the value 
of the stock of a specific type of a liability in the 
opening balance sheet and the closing balance 
sheet.

7.13 The accounting links between the opening bal-
ance sheet and the closing balance sheet via trans-
actions, other changes in the volume of assets and 
liabilities, and holding gains and losses are shown 
schematically in Annex 7.2.

Types of assets and liabilities

Definition of an asset

7.14 The assets recorded in the balance sheets are eco-
nomic assets.

7.15 Definition: an economic asset is a store of value 
representing the benefits accruing to the economic 
owner by holding or using the entity over a period 
of time. It is a means of carrying forward value 
from one accounting period to another.

7.16 The economic benefits consist of primary incomes 
such as operating surplus, where the economic 
owner uses the asset, or property income, where 
the economic owner lets others use it. The benefits 
are derived from the use of the asset and the value, 
including holding gains and losses, that is realised 
by disposing of the asset or terminating it.

7.17 The economic owner of an asset is not necessar-
ily the legal owner. The economic owner is the 

institutional unit entitled to claim the benefits asso-
ciated with the use of the asset by virtue of accept-
ing the associated risks.

7.18 An overview of the classification and coverage of 
economic assets is given in Table 7.1. The detailed 
definition of each asset category is set out in Annex 
7.1.

Exclusions from the asset and liability 
boundary

7.19 Excluded from the asset and liability boundary are:

(a) human capital;

(b) natural assets that are not considered as eco-
nomic assets (e.g. air, river water);

(c) consumer durables; and

(d) contingent assets and liabilities, which are not 
financial assets and liabilities (see paragraph 
7.31).

Categories of assets and liabilities

7.20 Two main categories of entries in the balance sheets 
are distinguished: non-financial assets (denoted as 
AN) and financial assets and liabilities (denoted as 
AF).

7.21 Non-financial assets are divided into produced 
non-financial assets (denoted as AN.1) and non-
produced non-financial assets (denoted as AN.2).
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Produced non-financial assets (AN.1)

7.22 Definition: produced non-financial assets (AN.1) 
are outputs from production processes.

7.23 The classification of produced non-financial assets 
(AN.1) is designed to distinguish among assets on 
the basis of their role in production. It consists of: 
fixed assets which are used repeatedly or continu-
ously in production for more than one year; inven-
tories which are used up in production as inter-
mediate consumption, sold or otherwise disposed 
of; and valuables. Valuables are not used primar-
ily for production or consumption, but are instead 
acquired and held primarily as stores of value.

Non-produced non-financial assets (AN.2)

7.24 Definition: non-produced non-financial assets 
(AN.2) are economic assets that come into exist-
ence other than through processes of production. 
They consist of natural assets, contracts, leases, 
licences, permits, and goodwill and marketing 
assets.

7.25 The classification of non-produced assets is 
designed to distinguish assets on the basis of how 
they come into existence. Some of these assets exist 
naturally, while others, which are known as con-
structs of society, come into existence by legal or 
accounting actions.

7.26 The choice of which natural assets to include in the 
balance sheet is determined, in compliance with 
the general definition of an economic asset, by 
whether the assets are subject to effective economic 
ownership and are capable of bringing economic 
benefits to their owners, given the existing technol-
ogy, knowledge, economic opportunities, available 
resources, and set of relative prices. Natural assets 
where ownership rights have not been established, 
such as open seas or air, are excluded.

7.27 Contracts, leases, licences and permits are regarded 
as non-financial assets only when a legal agreement 
confers economic benefits on the holder in excess 
of amounts payable under the agreement, and the 
holder can legally and practically realise such ben-
efits by transferring them to others.

Financial assets and liabilities (AF)

7.28 Definition: financial assets (AF) are economic 
assets, comprising all financial claims, equity and 
the gold bullion component of monetary gold (par-
agraph 5.03). Liabilities are established when debt-
ors are obliged to provide a payment or a series of 
payments to creditors (paragraph 5.06).

7.29 Financial assets are stores of value representing 
a benefit or series of benefits accruing to the eco-
nomic owner through holding or using the assets 
over a period of time. They are a means of carry-
ing forward value from one accounting period to 
another. Benefits are exchanged through means of 
payments (paragraph 5.04).

7.30 Each financial asset has a counterpart liability, with 
the exception of the gold bullion component of 
monetary gold, which is classified in the monetary 
gold and special drawing rights (AF.1) category.

7.31 Contingent assets and contingent liabilities are 
agreements whereby one party is obliged to pro-
vide a payment or series of payments to another 
unit only if certain specific conditions prevail (par-
agraph 5.08). They are not financial assets and 
liabilities.

7.32 The classification of financial assets and liabilities 
corresponds to the classification of financial trans-
actions (paragraph 5.14). The definitions of the cat-
egories and subcategories of financial assets and 
liabilities and the supplementary explanations are 
provided in Chapter 5 and not repeated here but 
Annex 7.1 contains a summary of all assets and lia-
bilities defined in the system.
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Table 7.1 — Classification of assets

AN. NON-FINANCIAL ASSETS (AN.1 + AN.2)

AN.1 Produced non-financial assets

AN.11 Fixed assets1

AN.111 Dwellings

AN.112 Other buildings and structures

AN.1121 Buildings other than dwellings

AN.1122 Other structures

AN.1123 Land improvements

AN.113 Machinery and equipment

AN.1131 Transport equipment

AN.1132 ICT equipment

AN.1139 Other machinery and equipment

AN.114 Weapons systems

AN.115 Cultivated biological resources

AN.1151 Animal resources yielding repeat products

AN.1152 Tree, crop and plant resources yielding repeat products

AN.117 Intellectual property products

AN.1171 Research and development

AN.1172 Mineral exploration and evaluation

AN.1173 Computer software and databases

AN.11731 Computer software

AN.11732 Databases

AN.1174 Entertainment, literary or artistic originals

AN.1179 Other intellectual property products

AN.12 Inventories

AN.121 Materials and supplies

AN.122 Work-in-progress

AN.1221 Work-in-progress on cultivated biological assets

AN.1222 Other work-in-progress

AN.123 Finished goods

AN.124 Military inventories

AN.125 Goods for resale

AN.13 Valuables

AN.131 Precious metals and stones

AN.132 Antiques and other art objects

AN.133 Other valuables

AN.2 Non-produced non-financial assets

AN.21 Natural resources

AN.211 Land

AN.2111 Land underlying buildings and structures
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AN. NON-FINANCIAL ASSETS (AN.1 + AN.2)

AN.2112 Land under cultivation

AN.2113 Recreational land and associated surface water

AN.2119 Other land and associated surface water

AN.212 Mineral and energy reserves

AN.213 Non-cultivated biological resources

AN.214 Water resources

AN.215 Other natural resources

AN.2151 Radio spectra

AN.2159 Other

AN.22 Contracts, leases and licences

AN.221 Marketable operating leases

AN.222 Permits to use natural resources

AN.223 Permits to undertake specific activities

AN.224 Entitlement to future goods and services on an exclusive basis

AN.23 Purchases less sales of goodwill and marketing assets
1 Memorandum item AN.m: consumer durables.

AF FINANCIAL ASSETS2 (AF.1 + AF.2 + AF.3 + AF.4 + AF.5 + AF.6 + AF.7 + AF.8)

AF.1 Monetary gold and special drawing rights (SDRs)

AF.11 Monetary gold

AF.12 Special drawing rights (SDRs)

AF.2 Currency and deposits

AF.21 Currency

AF.22 Transferable deposits

AF.29 Other deposits

AF.3 Debt securities

AF.31 Short-term

AF.32 Long-term

AF.4 Loans

AF.41 Short-term

AF.42 Long-term

AF.5 Equity and investment fund shares or units

AF.51 Equity

AF.511 Listed shares

AF.512 Unlisted shares

AF.519 Other equity

AF.52 Investment fund shares or units

AF.521 MMF shares/units

AF.522 Non-MMF investment fund shares/units

AF.6 Insurance, pension and standardised guarantee schemes
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AF FINANCIAL ASSETS2 (AF.1 + AF.2 + AF.3 + AF.4 + AF.5 + AF.6 + AF.7 + AF.8)

AF.61 Non-life insurance technical reserves

AF.62 Life insurance and annuity entitlements

AF.63 Pension entitlements

AF.64 Claims of pension funds on pension managers

AF.65 Entitlements to non-pension benefits

AF.66 Provisions for calls under standardised guarantees

AF.7 Financial derivatives and employee stock options

AF.71 Financial derivatives

AF.72 Employee stock options

AF.8 Other accounts receivable/payable

AF.81 Trade credits and advances

AF.89 Other accounts receivable/payable, excluding trade credit and advances
2 Memorandum items AF.m1: foreign direct investment; AF.m2: non-performing loans.

Valuation of entries in the balance 
sheets

General valuation principles

7.33 Each item in the balance sheet is valued as if it 
were being acquired on the date to which the bal-
ance sheet relates. Assets and liabilities are valued 
at market prices on the date to which the balance 
sheet relates.

7.34 The values recorded should reflect prices observa-
ble on the market on the date to which the balance 
sheet relates. When there are no observable mar-
ket prices, which may be the case if there is a mar-
ket but no assets have recently been sold on it, esti-
mates should be made of what the price would be if 
the assets were acquired on the market on the date 
to which the balance sheet relates.

7.35 Market prices are usually available for many finan-
cial assets and liabilities, existing real estate (build-
ings and other structures plus the underlying land), 
existing transport equipment, crops and livestock, 
as well as for newly produced fixed assets and 
inventories.

7.36 Non-financial assets produced on own-account 
should be valued at basic prices or, if basic prices 
are not available, at the basic prices of similar 
goods, or, if this is not possible, at cost.

7.37 In addition to observed market prices, estimates 
based on observed prices or costs incurred, values 
of non-financial assets may be estimated by:

(a) revaluing and accumulating acquisitions less 
disposals over the assets’ lifetimes; or

(b) the present value, i.e. the discounted value, of 
future economic benefits.

7.38 Market valuation is the key principle for valuing 
positions (and transactions) in financial instru-
ments. Financial instruments are identical to finan-
cial claims. They are financial assets that have cor-
responding liabilities. The market value is that at 
which financial assets are acquired or disposed of, 
between willing parties, on the basis of commercial 
considerations only, excluding commissions, fees 
and taxes. In determining market values, trading 
parties also take account of accrued interest.

7.39 Nominal valuation reflects the sum of funds orig-
inally advanced, plus any subsequent advances, 
less any repayments, plus any accrued interest. 
Nominal value is not the same as face value.

(a) The nominal value in domestic currency of a 
financial instrument denominated in foreign 
currency includes holdings gains or losses aris-
ing from movements in exchange rates.

 The value of financial instruments denominated 
in foreign currency should be converted into 
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the national currency at the market exchange 
rate prevailing on the date to which the balance 
sheet relates. This rate should be the mid-point 
between the buying and the selling spot rates 
for currency transactions.

(b) For financial instruments like debt securities 
linked to a narrow index, the nominal value 
can also include holding gains or losses arising 
from movements in the index.

(c) At any specific point in time, the market value 
of a financial instrument may deviate from its 
nominal value due to revaluations arising from 
market price changes. Movements in market 
prices arise from general market conditions, 
such as changes in the market rate of inter-
est, specific circumstances, such as changes in 
the perceived creditworthiness of the issuer of 
a debt security, and changes in general market 
liquidity and in market liquidity that is specific 
to that debt security.

(d) Thus, the following basic equation applies to 
positions:

 market value = nominal value + revaluations 
arising from market price changes.

7.40 For some non-financial assets, the revalued initial 
acquisition price reduces to zero over the asset’s 
expected life. The value of such an asset, at any par-
ticular point of time, is given by its current acqui-
sition price less the accumulated value of such 
reductions.

7.41 Most fixed assets can be recorded in balance sheets 
at current purchasers’ prices reduced for the accu-
mulated consumption of fixed capital; this is 
known as the written-down replacement cost. The 
sum of the reduced values of all fixed assets still in 
use is described as the net capital stock. The gross 
capital stock includes the values of the accumu-
lated consumption of fixed capital.

Non-financial assets (AN)

Produced non-financial assets (AN.1)

Fixed assets (AN.11)

7.42 Fixed assets are recorded at market prices if pos-
sible (or basic prices in the case of own-account 
production of new assets) or, if not possible, then 
at purchasers’ prices at acquisition reduced by the 
accumulated consumption of fixed capital. The 
purchasers’ costs of transferring ownership of fixed 
assets, appropriately reduced through consump-
tion of fixed capital over the period the purchaser 
expects to hold the economic asset, are included in 
the balance sheet value.

Intellectual property products (AN.117)

7.43 Mineral exploration and evaluation (category 
AN.1172) are valued either on the basis of the 
accumulated amounts paid to other institutional 
units conducting the exploration and evaluation, 
or on the basis of the costs incurred for exploration 
undertaken on own-account. That part of explora-
tion undertaken in the past that has not yet been 
fully reduced should be revalued at the prices and 
costs of the current period.

7.44 Originals of intellectual property products, such as 
computer software and entertainment, literary or 
artistic originals should be valued at the acquisition 
price when traded on markets. The initial value is 
estimated by summing their costs of production, 
appropriately revalued to the prices of the current 
period. If it is not possible to establish the value by 
this method, the present value of expected future 
receipts arising from using the asset is estimated.

Costs of ownership transfer on non-produced 
assets (AN.116)

7.45 The costs of ownership transfer on non-produced 
assets other than land are shown separately in the 
capital account, and treated as gross fixed capital 
formation, but in the balance sheets such costs are 
incorporated in the value of the asset to which they 
relate even though the asset is non-produced. Thus, 
there are no costs of ownership transfer shown sep-
arately in the balance sheets. The costs of ownership 
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transfer on financial assets are treated as interme-
diate consumption, where the assets are acquired 
by corporations or government, final consumption 
where the assets are acquired by households and 
exports of services where the assets are acquired by 
non-residents.

Inventories (AN.12)

7.46 Inventories should be valued at prices prevailing 
on the date to which the balance sheet relates, and 
not at the prices at which the products were valued 
when they entered inventory.

7.47 Inventories of materials and supplies are valued 
at purchasers’ prices, and inventories of finished 
goods and work-in-progress are valued at basic 
prices. Inventories of goods intended for resale 
without further processing by distributors are val-
ued at the prices prevailing on the date to which 
the balance sheet relates, excluding any transporta-
tion costs incurred by the wholesalers or retailers. 
For inventories of work-in-progress, the value of 
the closing balance sheet is estimated by applying 
the fraction of the total production cost incurred 
by the end of the period to the basic price of a sim-
ilar finished product on the date to which the bal-
ance sheet relates. If the basic price of the finished 
products is unavailable, it is estimated by the value 
of the production cost with a mark-up for expected 
net operating surplus or estimated net mixed 
income.

7.48 Single-use crops (except timber) under cultivation 
and livestock raised for slaughter can be valued 
by reference to the prices of such products on the 
markets. Standing timber is valued by discounting 
the future proceeds of selling the timber at current 
prices after deducting the expenses of bringing the 
timber to maturity, felling, etc.

Valuables (AN.13)

7.49 Valuables such as works of art, antiques, jewellery, 
precious stones, non-monetary gold and other 
metals are valued at current prices. If organised 
markets exist for these assets, they should be val-
ued at the actual or estimated prices they would 
fetch, excluding any agents’ fees or commissions, if 
sold on the market on the date to which the balance 
sheet relates. Otherwise, they should be valued at 

acquisition prices, revalued to the current price 
level.

Non-produced non-financial assets (AN.2)

Natural resources (AN.21)

Land (AN.211)

7.50 In the balance sheet land is valued at its current 
market price. Any expenditure on land improve-
ments is recorded as gross fixed capital formation 
and the additional value it provides is excluded 
from the value of land shown in the balance sheet 
and is instead shown in a separate asset category 
for land improvement (AN.1123).

7.51 Land is valued at the estimated price achieved if 
sold on the market, excluding the costs involved 
in transferring ownership for a future sale. When 
a transfer does occur, it is recorded by conven-
tion as gross fixed capital formation and the costs 
are excluded from the AN.211 land value recorded 
in the balance sheet and instead recorded as an 
AN.1123 asset. This is reduced to zero through 
consumption of fixed capital over the period that 
the new owner expects to use the land.

7.52 If the value of the land cannot be separated from 
that of buildings or other structures situated on it, 
the combined assets are classified together in the 
category of the asset that has the greater value.

Mineral and energy reserves (AN.212)

7.53 Reserves of mineral deposits located on or below 
the earth’s surface, that are economically exploit-
able given current technology and relative prices, 
are valued at the present value of expected net 
returns resulting from their commercial exploita-
tion of the assets.

Other natural assets (AN.213, AN.214 and AN.215)

7.54 Observed market prices for non-cultivated biolog-
ical resources (AN.213), water resources (AN.214) 
and other natural resources (AN.215) are unlikely 
to be available, so they are usually valued at the pre-
sent value of future returns expected from them.
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Contracts, leases and licences (AN.22)

7.55 Definition: contracts, leases and licences are 
recorded as assets when the following conditions 
are met:

(a) the terms of the contract, lease or licence spec-
ify a price for the use of an asset or provision of 
a service that differs from the prevailing market 
price; and

(b) one party to the contract can realise the price 
difference.

The contracts, leases and licences can be valued by 
taking market information from the transfers of 
the instruments conferring the rights, or estimated 
as the present value of expected future returns at 
the balance sheet date compared to the situation 
when the legal agreement starts.

7.56 The category covers assets that may arise from 
marketable operating leases, licences to use natu-
ral resources, permits to undertake specific activ-
ities and entitlements to future goods and services 
on an exclusive basis.

7.57 The value of the asset is equal to the net present 
value of the excess of the prevailing price over 
that fixed in the agreement. Other things being 
equal, this will decline as the period of the agree-
ment expires. Changes in the value of the asset due 
to changes in the prevailing price are recorded as 
nominal holding gains and losses.

7.58 Marketable operating lease assets are only recorded 
as assets when lessees exercise their rights to realise 
the price difference.

Purchases less sales of goodwill and marketing 
assets (AN.23)

7.59 The balance sheet value of goodwill and marketing 
assets is the excess of the price paid at the time an 
institutional unit is sold, over the value recorded 
for its own funds, revalued for any subsequent 
reductions as the initial value is written down as an 
economic disappearance of non-produced assets 
(K.2). The rate of write down is in accordance with 
commercial accounting standards.

7.60 Marketing assets consist of items such as brand 
names, mastheads, trademarks, logos and domain 
names.

Financial assets and liabilities (AF)

7.61 Financial assets and liabilities as negotiable finan-
cial instruments such as debt securities, equity 
securities, investment fund shares or units and 
financial derivatives, are valued at market value. 
Financial instruments that are non-negotiable are 
valued at nominal value (see paragraphs 7.38 and 
7.39). The counterpart financial assets and liabili-
ties have the same values in the balance sheet. The 
values should exclude commissions, fees and taxes. 
Commissions, fees and taxes are recorded as ser-
vices provided in carrying out the transactions.

Monetary gold and SDRs (AF.1)

7.62 Monetary gold (AF.11) is to be valued at the price 
established in organised gold markets.

7.63 The value of SDRs (AF.12) is determined daily by 
the IMF and the rates against domestic currencies 
are obtainable from foreign exchange markets.

Currency and deposits (AF.2)

7.64 For currency (banknotes and coins — AF.21), the 
valuation is the nominal value of the currency.

7.65 For deposits (AF.22, AF.29), the values recorded in 
the balance sheet are nominal values.

7.66 Currency and deposits in foreign currency are con-
verted to domestic currency at the mid-point of the 
bid and offer spot exchange rates prevailing on the 
balance sheet date.

Debt securities (AF.3)

7.67 Debt securities are recorded at market value.

7.68 Short-term debt securities (AF.31) are valued 
at market value. If market values are not availa-
ble then, provided there are no conditions of high 
inflation or high nominal interest rates, the market 
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value can be approximated by the nominal value 
for:

(a) short-term debt securities issued at par; and

(b) short-term discounted debt securities.

7.69 Long-term debt securities (AF.32) are valued at 
market value, whether they are bonds on which 
interest is paid regularly or deep-discounted or 
zero-coupon bonds on which little or no interest is 
paid.

Loans (AF.4)

7.70 The values to be recorded in the balance sheets of 
both creditors and debtors are the nominal values 
irrespective of whether the loans are performing or 
non-performing.

Equity and investment fund shares/units 
(AF.5)

7.71 Listed shares (AF.511) are valued at their mar-
ket values. The same value is adopted for both the 
asset side and the liability side, although shares and 
other equity are not, legally, a liability of the issuer, 
but an ownership right to a share in the liquidation 
value of a corporation, where the liquidation value 
is not known in advance.

7.72 Listed shares are valued at a representative mid-
market price observed on the stock exchange or 
other organised financial markets.

7.73 The values of unlisted shares (AF.512), which are 
not traded on organised markets, should be esti-
mated with reference to either:

(a) the values of quoted shares where appropriate;

(b) the value of own funds; or

(c) discounting forecast profits by applying an 
appropriate market price to earnings ratio to 
the smoothed recent earnings of the institu-
tional unit.

However, these estimates will take into account 
differences between listed and unlisted shares, 
notably their liquidity and consider the net worth 
accumulated over the life of the corporation and its 
branch of business.

7.74 The estimation method applied depends on the 
basic statistics available. It may take into account, 
for example, data on merger activities involving 
unlisted shares. If the value of unlisted corpora-
tions’ own funds moves similarly, on average and 
in proportion to their nominal capital, to that of 
similar corporations with listed shares, then the 
balance sheet value can be calculated using a ratio. 
This ratio compares the value of own funds of 
unlisted corporations to that of listed corporations:

value of unlisted shares = market price of simi-
lar listed shares × (own funds of unlisted corpora-
tions)/(own funds of similar listed corporations).

7.75 The ratio of share price to own funds may vary 
with the branch of business. It is preferable to cal-
culate the current price of unlisted shares branch 
by branch. There may be other differences between 
listed and unlisted corporations, which can have an 
effect on the estimation method.

7.76 Other equity (AF.519) is equity that is not in the 
form of securities. It can include equity in quasi-
corporations (such as branches, trusts, limited lia-
bility and other partnerships), public corpora-
tions, unincorporated funds and notional units 
(including notional resident units created to reflect 
non-resident ownership of real estate and natural 
resources). The ownership of international organ-
isations not in the form of shares is classified as 
other equity.

7.77 Quasi-corporations’ other equity is valued accord-
ing to their own funds, since their net worth is by 
convention equal to zero. For other units the most 
appropriate valuation method from the methods 
used for unlisted shares should be taken.

7.78 Corporations that issue shares or units may addi-
tionally have other equity.

7.79 Investment fund shares or units (AF.52) are val-
ued at market price if they are listed. If unlisted 
the market value may be estimated as described for 
unlisted shares. If they are redeemable by the fund 
itself they are valued at their redemption value.
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Insurance, pension and standardised 
guarantee schemes (AF.6)

7.80 The amounts recorded for non-life insurance tech-
nical reserves (AF.61) cover premiums paid but 
not earned plus the amounts set aside to meet out-
standing claims. The latter represent the present 
value of amounts expected to be paid out in settle-
ment of claims, including disputed claims and an 
allowance for claims to cover incidents that have 
occurred but not yet been reported.

7.81 The amounts recorded for life insurance and annu-
ity entitlements (AF.62) represent the reserves 
needed to meet all expected future claims.

7.82 The amounts recorded for pension entitlements 
(AF.63) depend on the type of pension scheme.

7.83 In a defined benefit pension scheme the level of 
pension benefits promised to participating employ-
ees is determined by a formula agreed in advance. 
The liability of a defined benefit pension scheme is 
equal to the present value of the promised benefits.

7.84 In a defined contribution scheme the benefits paid 
are dependent on the performance of the assets 
acquired by the pension scheme. The liability of a 
defined contribution scheme is the current market 
value of the funds’ assets. The funds’ net worth is 
always zero.

7.85 The value recorded for provisions for calls under 
standardised guarantees (AF.66) is the expected 
level of claims less the value of any expected 
recoveries.

Financial derivatives and employee stock 
options (AF.7)

7.86 Financial derivatives (AF.71) should be included in 
the balance sheets at their market value. If market 
price data are unavailable, for example in the case 
of over the counter options they should be valued 
at either the amount required to buy out or to offset 
the contract or the amount of premium payable.

7.87 For options, the writer of the option is considered 
to have incurred a counterpart liability represent-
ing the cost of buying out the rights of the option 
holder.

7.88 The market value of options and forwards can 
switch between positive (asset) and negative 
(li ability) positions depending on price movements 
in the underlying items and thus they can switch 
being assets and liabilities for the writers and hold-
ers. Some options and forwards operate on margin 
payments, where profits or losses are settled daily; 
in these cases the balance sheet value will be zero.

7.89 Employee stock options (AF.72) are valued by 
reference to the fair value of the equity granted. 
The fair value is measured at grant date using the 
market value of equivalent traded options or, if 
un available, using an option pricing model.

Other accounts receivable/payable (AF.8)

7.90 Trade credits and advances (AF.81) and other 
accounts receivable/payable excluding trade credits 
and advances (AF.89), which arise due to timing 
differences between distributive transactions, such 
as taxes, social contributions, dividends, rents, 
wages and salaries, and financial transactions, are 
valued, for both creditors and debtors, at nom-
inal value. Any amounts of taxes and social con-
tributions payable under AF.89 should exclude the 
amounts unlikely to be collected since they repre-
sent a government claim with no value.

Financial balance sheets

7.91 The financial balance sheet shows, on its left side, 
financial assets and, on its right side, liabilities. 
The balancing item of the financial balance sheet is 
financial net worth (BF.90).

7.92 The financial balance sheet of a resident sector 
or a subsector may be consolidated or non-con-
solidated. The non-consolidated financial bal-
ance sheet shows all the financial assets and liabil-
ities of the institutional units classified in the sec-
tor or subsector, including those where the corre-
sponding asset or liability is held within that sec-
tor or subsector. The consolidated financial bal-
ance sheet eliminates the financial assets and lia-
bilities that have counterparts in the same sector or 
subsector. The financial balance sheet of the rest of 
the world is consolidated by definition. As a rule, 
the accounting entries in the System are not con-
solidated. Therefore, the financial balance sheet of 
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a resident sector or subsector is to be presented on 
a non-consolidated basis.

7.93 The from-whom-to-whom financial balance sheet 
(the balance sheet by debtor/creditor) is an exten-
sion of the financial balance sheet, showing in addi-
tion a breakdown of financial assets by debtor sec-
tor and a breakdown of liabilities by creditor sec-
tor. Therefore, it provides information on debtor/
creditor relationships and is consistent with the 
financial account by debtor/creditor.

Memorandum items

7.94 In order to show items of more specialised analytic 
interest for particular sectors, three types of mem-
orandum items are included as supporting items to 
the balance sheets:

(a) consumer durables (AN.m);

(b) foreign direct investment (AF.m1);

(c) non-performing loans (AF.m2).

Consumer durables (AN.m)

7.95 Definition: consumer durables are durable goods 
used by households repeatedly over periods of time 
of more than one year for final consumption. They 
are included in the balance sheets as memoran-
dum items. They are excluded from the main bal-
ance sheet because they are recorded as uses in the 
households sector’s use of income account as being 
consumed in the period of account, and not gradu-
ally used up.

7.96 The stocks of consumer durables held by house-
holds as final consumers — transport equipment 
(AN.1131) and other machinery and equipment 
(AN.1139) — are valued at market prices in the 
memorandum item, net of the equivalent accumu-
lated charges for consumption of fixed capital. A 
full list of the subgroups and items of consumer 
durables is given in Chapter 23.

7.97 Durable goods, such as vehicles, are classified as 
either fixed assets or as consumer durables depend-
ing on the sector classification of the owner and the 
purpose for which they are used. For example, a 
vehicle may be used partly by a quasi-corporation 

for production and partly by a household for 
final consumption. The values shown in the bal-
ance sheet for the non-financial corporations sec-
tor (S.11) should reflect the proportion of the use 
that is attributable to the quasi-corporation. A sim-
ilar example exists for employers (including own-
account workers) subsector (S.141 + S.142). The 
proportion attributed to the households sector 
(S.14) as final consumers should be recorded in the 
memorandum item, net of the equivalent accumu-
lated charges for consumption of fixed capital.

Foreign direct investment (AF.m1)

7.98 Financial assets and liabilities that constitute direct 
investment are recorded according to the nature 
of the investment in the categories loans (AF.4), 
equity and investment fund shares/units (AF.5) 
or other accounts receivable/payable (AF.8). The 
amount of direct investment included within each 
of these categories is recorded as a separate memo-
randum item.

Non-performing loans (AF.m2)

7.99 Loans are recorded in the balance sheet at nominal 
value.

7.100 Certain loans that have not been serviced for some 
time are included as a memorandum item to the 
balance sheet of the creditor. Such loans are termed 
non-performing loans.

7.101 Definition: a loan is non-performing when (a) pay-
ments of interest or principal are 90 days or more 
past their due date; (b) interest payable of 90 days 
or more has been capitalised, refinanced, or delayed 
by agreement; or (c) payments are less than 90 days 
overdue, but there are other good reasons (such as 
a debtor filing for bankruptcy) to doubt that pay-
ments will be made in full.

7.102 This definition of a non-performing loan is to be 
interpreted taking into account national conven-
tions on when a loan is deemed to be non-per-
forming. Once a loan is classified as non-perform-
ing, it (or any replacement loans) should remain 
classified as such until payments are received or the 
principal is written off on this or subsequent loans 
that replace the original.
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7.103 Two memorandum items are required for non-

performing loans:

(a) the nominal value of such loans, as recorded in 
the main balance sheet; and

(b) the market equivalent value of such loans.

7.104 The closest approximation to market equivalent 
value is fair value, which is ‘the value that approx-
imates to the value that would arise from a mar-
ket transaction between two parties’. Fair value can 
be established using transactions in comparable 
instruments, or using the discounted present value 
of cash flows; which may be available from the bal-
ance sheet of the creditor. In the absence of fair 
value data, the memorandum item will have to use 
a second-best approach and show nominal value 
less expected loan losses.

Recording of non-performing loans

7.105 The non-performing loans of the general govern-
ment and financial corporations sectors must be 
recorded as memorandum items, along with other 
sectors that have significant amounts. If significant, 
the loans to or from the rest of the world, are also 
recorded as memorandum items.

7.106 The following table describes the positions and 
flows that are recorded for non-performing loans 
to show a more complete picture on stocks, trans-
actions, reclassifications and write-offs.

7.107 The example shows an outstanding amount of 
loans at nominal value of 1  000 at t-1, of which 
500 are performing and 500 are non-performing. 
The majority of the non-performing loans, 400, is 
covered by loan loss provisions, while 100 are not. 
The second part of the table provides detailed sup-
plementary information on the market equivalent 
value of the non-performing loans. It is derived as 
the difference between the nominal value and the 
loan loss provisions. At t-1, it is assumed to be 375. 
During the period from t-1 to t, parts of the loans 
are reclassified from performing or not yet covered 
to non-performing or vice versa, or written off. The 
flows are shown in the corresponding columns of 
the table. For the loan loss provisions the nominal 
values and the market equivalent values are also 
presented.

7.108 The assessments on loan loss provisions have to be 
made in the framework of the accounting stand-
ards, the legal status and the taxation rules appli-
cable to the units, which might lead to rather het-
erogeneous results in terms of amounts and dura-
tion of loan loss provisions. This makes it diffi-
cult to record non-performing loans in the main 
accounts and leads to their recording as a mem-
orandum item. It is preferable instead to provide 
market equivalent values as memorandum items in 
addition to the nominal values of loans, perform-
ing and non-performing.

 Recording of non-performing loans

Positions Stock Transaction Reclassifi-
cation

Write-off Stock

t-1 period t-1 to t t

Nominal value

Loans 1 000 200 0 –90 1 110

Performing loans 500 200 –50 650

Non-performing loans 500 50 –90 460

Covered by loan loss provisions 400 70 –90 380

Not yet covered by loan loss provisions 100 –20 80

Market equivalent value

Non-performing loans 375 24 –51 348

= Nominal value 500 50 –90 460

– Loan loss provisions 125 26 –39 112

o/w not yet covered 100 –20 80
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Annex 7.1

Summary of each asset category

Classification of assets Summary

Non-financial assets (AN)

Non-financial items over which ownership rights are enforced by institutional units, individually or 
collectively, and from which economic benefits may be derived by their owners by holding, using 
or allowing others to use them over a period of time. Consists of fixed assets, inventories, valuables, 
constructs of society and intellectual property products.

Produced non-financial 
assets (AN.1)

Non-financial assets that are outputs from production processes. Produced non-financial assets consist of 
fixed assets, inventories and valuables, as defined below.

Fixed assets (AN.11)

Produced non-financial assets that are used repeatedly or continuously in production processes for 
more than one year. Fixed assets consist of dwellings, other buildings and structures, machinery and 
equipment, weapons systems, cultivated biological resources, and intellectual property products, as 
defined below.

Dwellings (AN.111)

Buildings that are used entirely or primarily as residences, including any associated structures, such as 
garages, and all permanent fixtures customarily installed in residences. Houseboats, barges, mobile 
homes and caravans used as principal residences of households are also included, as are public 
monuments (see AN.1121) identified primarily as dwellings. Costs of site clearance and preparation are also 
included.
Examples include residential buildings, such as one- and two-dwelling buildings and other residential 
buildings intended for non-transient occupancy.
Uncompleted dwellings are included to the extent that the ultimate user is deemed to have taken 
ownership, either because the construction is on own-account or as evidenced by the existence of a 
contract of sale/purchase. Dwellings acquired for military personnel are included because they are used, 
as are dwellings acquired by civilian units, for the production of housing services.
The value of dwellings is net of the value of land underlying dwellings, which is included in land (AN.211) if 
separately classified.

Other buildings and 
structures (AN.112)

Other buildings and structures consist of buildings other than dwellings, other structures and land 
improvements, as defined below.
Uncompleted buildings and structures are included to the extent that the ultimate user is deemed to 
have taken ownership, either because the construction is for own use or as evidenced by the existence of 
a contract of sale/purchase. Buildings and structures acquired for military purposes are included.
The value of other buildings and structures is net of the value of land underlying them, which is included 
in land (AN.211) if separately classified.

Buildings other than 
dwellings (AN.1121)

Buildings other than dwellings, including fixtures, facilities and equipment that are integral parts of 
the associated structures and costs of site clearance and preparation. Public monuments (see AN.1122) 
identified primarily as non-residential buildings are also included.
Public monuments are identifiable because of particular historical, national, regional, local, religious or 
symbolic significance. They are described as public because they are accessible to the general public, not 
due to public sector ownership. Visitors are often charged for admission to them. Consumption of fixed 
capital on new monuments, or on major improvements to existing monuments, should be calculated on 
the assumption of appropriately long service lives.
Other examples of buildings other than dwellings include warehouse and industrial buildings, commercial 
buildings, buildings for public entertainment, hotels, restaurants, educational buildings, health buildings.

Other structures (AN.1122)

Structures other than residential structures, including the costs of the streets, sewers and site clearance 
and preparation. Also included are public monuments not classified as dwellings or buildings other than 
dwellings; shafts, tunnels and other structures associated with mining mineral and energy reserves; and 
the construction of sea-walls, dykes and flood barriers intended to improve land adjacent but not integral 
to them.
Examples include highways, streets, roads, railways and airfield runways; bridges, elevated highways, 
tunnels and subways; waterways, harbours, dams and other waterworks; long-distance pipelines, 
communication and power lines; local pipelines and cables, ancillary works; constructions for mining and 
manufacture; and constructions for sport and recreation.
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Classification of assets Summary

Land improvements 
(AN.1123)

The value of actions that lead to major improvements in the quantity, quality or productivity of land, or 
prevent its deterioration.
Examples include the increase in asset value arising from land clearance, land contouring, creation of wells 
and watering holes.
Also includes the costs of transfer of ownership of land, which have yet to be written off.

Machinery and 
equipment (AN.113)

Transport equipment, information and communication technologies (ICT) equipment, and other 
machinery and equipment, as defined below, other than that acquired by households for final 
consumption.
Tools that are relatively inexpensive and purchased at a relatively steady rate, such as hand tools, may 
be excluded. Also excluded are machinery and equipment integral to buildings, which are included in 
dwellings and non-residential buildings.
Uncompleted machinery and equipment is excluded, unless produced for own use, because the ultimate 
user is deemed to take ownership only on delivery of the asset. Machinery and equipment other than 
weapons systems acquired for military purposes are included.
Machinery and equipment such as vehicles, furniture, kitchen equipment, computers, communications 
equipment, etc., that are acquired by households for final consumption are not treated as an asset. They 
are instead included in the memorandum item consumer durables in the balance sheet for households. 
Houseboats, barges, mobile homes and caravans used by households as principal residences are included 
in dwellings.

Transport equipment 
(AN.1131)

Equipment for moving people and objects. Examples include products other than parts included in 
Classification of Products by Activity 2008 (CPA 2008) division 29: motor vehicles, trailers and semi-trailers, 
and division 30: other transport equipment.

ICT equipment (AN.1132)
Information and communication technologies (ICT) equipment: devices using electronic controls and 
the electronic components used in the devices. Examples are products within CPA 2008 groups 261: 
electronic equipment and boards, and 262 computers and peripheral equipment.

Other machinery and 
equipment (AN.1139)

Machinery and equipment not elsewhere classified. Examples include products other than parts, 
installation, repair and maintenance services included in CPA 2008 division 26: computer, electronic and 
optical products (except groups 261 and 262), division 27: electrical equipment, division 28: machinery 
and equipment n.e.c., division 31: furniture, and division 32: other manufactured goods.

Weapons systems 
(AN.114)

Vehicles and other equipment such as warships, submarines, military aircraft, tanks, missile carriers and 
launchers etc. Most single-use weapons they deliver are recorded as military inventories (see AN.124) but 
others, such as ballistic missiles with highly destructive capability, that are judged to provide ongoing 
deterrence against aggressors are classified as fixed assets.

Cultivated biological 
resources (AN.115)

Livestock for breeding, dairy, draught, etc. and vineyards, orchards and other plantations of trees yielding 
repeat products that are under the direct control, responsibility and management of institutional units, as 
defined below.
Immature cultivated assets are excluded unless produced for own use.

Animal resources yielding 
repeat products (AN.1151)

Animals whose natural growth and regeneration are under the direct control, responsibility and 
management of institutional units. They include breeding stocks (including fish and poultry), dairy cattle, 
draught animals, sheep or other animals used for wool production and animals used for transportation, 
racing or entertainment.

Tree, crop and plant 
resources yielding repeat 
products (AN.1152)

Trees (including vines and shrubs) cultivated for products they yield year after year, including those 
cultivated for fruits and nuts, for sap and resin and for bark and leaf products, whose natural growth and 
regeneration are under the direct control, responsibility and management of institutional units.

Intellectual property 
products (AN.117)

Fixed assets that consist of the results of research and development, mineral exploration and evaluation, 
computer software and databases, entertainment, literary or artistic originals and other intellectual 
property products, as defined below, intended to be used for more than one year.

Research and 
development (AN.1171)

Consists of the value of expenditure on creative work undertaken on a systematic basis in order to 
increase the stock of knowledge, including knowledge of man, culture and society, and use of this stock 
of knowledge to devise new applications.
The value is determined in terms of the economic benefits expected in the future. Unless the value 
can be reasonably estimated it is, by convention, valued as the sum of the costs, including those of 
unsuccessful research and development. Research and development that will not provide a benefit to the 
owner is not classified as an asset and is instead recorded as intermediate consumption.
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Classification of assets Summary

Mineral exploration and 
evaluation (AN.1172)

The value of expenditure on exploration for petroleum and natural gas and for non-petroleum deposits 
and subsequent evaluation of the discoveries made. This expenditure includes pre-licence costs, licence 
and acquisition costs, appraisal costs and the costs of actual test drilling and boring, as well as the costs of 
aerial and other surveys, transportation costs, etc, incurred to make it possible to carry out the tests.

Computer software 
(AN.11731)

Computer programs, program descriptions and supporting materials for both systems and applications 
software. Included are the initial development and subsequent extensions of software as well as 
acquisition of copies that are classified as AN.11731 assets.

Databases (AN.11732)
Files of data organised to permit resource-effective access and use of the data. For databases created 
exclusively for own use the valuation is estimated by costs, which should exclude those for the database 
management system and the acquisition of the data.

Entertainment, literary or 
artistic originals (AN.1174)

Original films, sound recordings, manuscripts, tapes, models, etc., on which drama performances, radio 
and television programmes, musical performances, sporting events, literary and artistic output, etc. are 
recorded or embodied. Included are works produced on own-account. In some cases, such as films, there 
may be multiple originals.

Other intellectual 
property products 
(AN.1179)

New information, specialised knowledge, etc., not elsewhere classified, whose use in production is 
restricted to the units that have established ownership rights over them or to other units licensed by such 
units.

Inventories (AN.12)

Produced assets that consist of goods and services that came into existence in the current period or in 
an earlier period held for sale, use in production or other use at a later date. They consist of materials and 
supplies, work-in-progress, finished goods and goods for resale, as defined below.
Included are all inventories held by government, including, but not limited to, inventories of strategic 
materials, grains and other commodities of special importance to the nation.

Materials and supplies 
(AN.121)

Goods that their owners intend to use as intermediate inputs to their own production processes, not to 
resell.

Work-in-progress (AN.122)

Goods and services that are partially complete but that are not usually turned over to other units 
without further processing or that are not mature, and whose production process will be continued in 
a subsequent period by the same producer. Excluded are partially complete structures for which the 
ultimate owner is deemed to have taken ownership, either because the production is for own use or as 
evidenced by the existence of a contract of sale/purchase.
Category AN.122 consists of work-in-progress on cultivated assets and other work-in-progress, as defined 
below.

Work-in-progress on 
cultivated biological 
assets (AN.1221)

Livestock raised for products yielded only on slaughter, such as fowl and fish raised commercially, trees 
and other vegetation yielding once-only products on destruction and immature cultivated assets yielding 
repeat products.

Other work-in-progress 
(AN.1222)

Goods other than cultivated assets and services that have been partially processed, fabricated or 
assembled by the producer but that are not usually sold, shipped or turned over to others without further 
processing.

Finished goods (AN.123) Goods that are ready for sale or shipment by the producer.

Military inventories 
(AN.124)

Ammunition, missiles, rockets, bombs and other single-use military items delivered by weapons or 
weapons systems. Excludes some types of missiles with highly destructive capability (see AN.114).

Goods for resale (AN.125)
Goods acquired by enterprises, such as wholesalers and retailers, for the purpose of reselling them 
without further processing (that is, not transformed other than by presenting them in ways that are 
attractive to the customer).

Valuables (AN.13)

Produced assets that are not used primarily for production or consumption, that are expected to 
appreciate or at least not to decline in real value, that do not deteriorate over time under normal 
conditions and that are acquired and held primarily as stores of value. Valuables consist of precious metals 
and stones, antiques and other art objects and other valuables, as defined below.

Precious metals and 
stones (AN.131) Precious metals and stones that are not held by enterprises for use as inputs to processes of production.

Antiques and other art 
objects (AN.132) Paintings, sculptures, etc., recognised as works of art and antiques.

Other valuables (AN.133) Valuables not elsewhere classified, such as collections and jewellery of significant value fashioned out of 
precious stones and metals.
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Non-produced non-
financial assets (AN.2)

Non-financial assets that come into existence other than through processes of production. Non-produced 
assets consist of natural resources, contracts, leases and licences, and goodwill and marketing assets, as 
defined below.

Natural resources (AN.21)

Non-produced assets that naturally occur and over which ownership may be enforced and transferred. 
Environmental assets over which ownership rights have not, or cannot, be enforced, such as open seas or 
air, are excluded. Consists of land, mineral and energy reserves, non-cultivated biological resources, water 
resources and other natural resources, as defined below.

Land (AN.211)

The ground, including the soil covering and any associated surface waters, over which ownership 
rights are enforced. Excluded are any buildings or other structures situated on it or running through it, 
cultivated crops, trees and animals; subsoil assets, non-cultivated biological resources and water resources 
below the ground.

Mineral and energy 
reserves (AN.212)

Proven reserves of mineral deposits located on or below the earth’s surface that are economically 
exploitable, given current technology and relative prices. Ownership rights to the subsoil assets are 
usually separable from those to the land itself. Category AN.212 consists of known reserves of coal, oil, gas 
or other fuels, metallic ores, and non-metallic minerals.

Non-cultivated biological 
resources (AN.213)

Animal, tree, crop and plant resources that yield both once-only and repeat products over which 
ownership rights are enforced but for which natural growth and/or regeneration is not under the direct 
control, responsibility and management of institutional units. Examples are virgin forests and fisheries 
within the territory of the country. Only those resources that are currently, or are likely soon to be, 
exploitable for economic purposes should be included.

Water resources (AN.214) Aquifers and other groundwater resources to the extent that their scarcity leads to the enforcement of 
ownership and/or use rights, market valuation and some measure of economic control.

Other natural resources 
(AN.215)

This covers the electromagnetic radio spectrum (AN.2151) and other natural resources (AN.2159) not 
elsewhere classified.

Radio spectra (AN.2151) The electromagnetic spectrum. The leases or licences to use the spectrum are classified elsewhere 
(AN.222) if they meet the definition to be an asset.

Other (AN.2159) Other natural resources not elsewhere classified.

Contracts, leases and 
licences (AN.22)

Contractual agreements to undertake activities where the agreement confers economic benefits to the 
holder in excess of the fees payable and the holder can realise those benefits legally and practically.
The asset recorded in category AN.22 represents the realisable potential holding gain value when the 
market price for the use of an asset or provision of a service exceeds the price prevailing in the contract, 
lease or licence, or the price that would be achieved in the absence of a contract, lease or licence. 
Contracts, leases and licences consist of assets that may arise from marketable operating leases, permits 
to use natural resources, permits to undertake specific activities, and entitlements to future goods and 
services on an exclusive basis.

Marketable operating 
leases (AN.221)

Third-party property rights relating to non-financial assets other than natural resources, where the lease 
confers economic benefits to the holder in excess of the fees payable and the holder can realise those 
benefits legally and practically, through transferring them.
The asset recorded in category AN.221 is the value to the holder of transferring the rights to use the 
underlying asset, i.e., the excess of the transfer price realisable over the amount payable to the permit 
issuer.
Examples include where a tenant in a building has a fixed rental but the market rate of the rental is higher. 
If the tenant is able to realise the price difference through subletting, then the rights to realise the value 
represent a marketable operating lease asset.

Permits to use natural 
resources (AN.222)

Licences, permits and leases to use natural resources for a limited time that does not fully use up the 
economic value of the asset, where the agreement confers economic benefits to the holder in excess of 
the fees payable and the holder can realise those benefits legally and practically, for example through 
transferring them.
The natural resource continues to be recorded on the balance sheet of the owner and a separate asset, 
representing the value to the holder of transferring the rights to use the resource, is recognised as a 
permit to use natural resources. The asset recorded is the value to the holder of transferring the rights to 
use, i.e., the excess of the transfer price above the amount payable to the permit issuer.
Examples include where a tenant of land has a fixed rent but the market rate of the rent is higher. If 
the tenant is able to realise the price difference through subletting, then the rights to realise the value 
represents an asset.
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Permits to undertake 
specific activities (AN.223)

Transferable permits, other than to use natural resources or use an asset belonging to the permit issuer, 
that restrict the number of units engaging in an activity and allow the holders to earn near-monopoly 
profits.
The asset recorded is the value to the holder of transferring the rights to use, i.e., the excess of the transfer 
price above the amount payable to the permit issuer. The permit holder must legally and in practice be 
able to transfer the permit rights to a third party.

Entitlement to future 
goods and services on an 
exclusive basis (AN.224)

Transferable contractual rights to the exclusive use of goods or services.
One party has a contract to purchase goods or services at a fixed price from a second party and is, legally 
and in practice, able to transfer the obligation of the second party to a third party.
Examples include the transferable value of a football player under contract to a football club and the 
transferable value of exclusive rights to publishing literary works or musical performances.
The asset recorded in AN.224 is the value to the holder of transferring the entitlement.

Purchases less sales of 
goodwill and marketing 
assets (AN.23)

The difference between the value paid for an institutional unit as a going concern and the sum of its 
assets, less the sum of its liabilities, for each item that has been separately identified and valued. The value 
of goodwill, therefore, includes anything of long-term benefit that has not been separately identified 
as an asset, as well as the value of the fact that the group of assets is used jointly and is not simply a 
collection of separable assets. Category AN.23 also includes identified marketing assets, such as brand 
names, mastheads, trademarks, logos and domain names, when sold individually and separately from a 
whole corporation.

Financial assets and 
liabilities (AF)

Financial assets are economic assets comprising financial claims, equity and the gold bullion component 
of monetary gold. Financial assets are stores of value representing benefits accruing to the economic 
owner by holding them over a period of time. They are means of carrying forward values from one 
accounting period to another. Benefits or series of benefits are exchanged by means of payment.
Means of payment consist of monetary gold, special drawing rights, currency and transferable deposits.
Financial claims, also called financial instruments, are financial assets that have corresponding liabilities.
Liabilities are established when debtors are obliged to provide payments or series of payments to 
creditors.

Monetary gold and SDRs 
(AF.1)

The financial assets classified in this category have counterpart liabilities in the system except the gold 
bullion component of monetary gold.

Monetary gold (AF.11)

Gold for which monetary authorities, or others who are subject to the effective control of the monetary 
authorities, have title and which is held as a reserve asset. It includes gold bullion (including monetary 
gold held in allocated gold accounts) and unallocated gold accounts with non-residents that give title to 
claim the delivery of gold.

Special drawing rights 
(SDRs) (AF.12)

International reserve assets created by the International Monetary Fund (IMF) and allocated to its 
members to supplement existing reserve assets.

Currency and deposits 
(AF.2) Currency in circulation and deposits, both in national and foreign currencies.

Currency (AF.21) Currency is notes and coins that are issued or authorised by monetary authorities.

Transferable deposits 
(AF.22)

Deposits exchangeable for currency on demand at par and which are directly usable for making 
payments by cheque, draft, giro order, direct debit/credit, or other direct payment facility, without 
penalty or restriction.

Inter-bank positions 
(AF.221) Transferable deposits between banks.

Other transferable 
deposits (AF.229) Transferable deposits other than inter-bank positions.

Other deposits (AF.29)
Other deposits are deposits other than transferable deposits. Other deposits cannot be used to make 
payments except on maturity or after an agreed period of notice, and they are not exchangeable for 
currency or for transferable deposits without some significant restriction or penalty.

Debt securities (AF.3)

Negotiable financial instruments serving as evidence of debt. Negotiability refers to the fact that its legal 
ownership is readily capable of being transferred from one owner to another by delivery or endorsement. 
To qualify as negotiable, a debt security must be designed for potential trading on an organised 
exchange or in the over-the-counter market, though demonstration of actual trading is not required.

Short-term debt securities 
(AF.31)

Debt securities, the original maturity of which is one year or less and debt securities repayable on 
demand of the creditor.
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Long-term debt securities 
(AF.32) Debt securities, the original maturity of which is more than one year or of no stated maturity.

Loans (AF.4) Financial assets created when creditors lend funds to debtors, either directly or through brokers, which 
are either evidenced by non-negotiable documents or not evidenced by documents.

Short-term loans (AF.41) Loans the original maturity of which is one year or less and loans repayable on demand of the creditor.

Long-term loans (AF.42) Loans the original maturity of which is more than one year or no stated maturity.

Equity and investment 
fund shares or units (AF.5)

Financial assets that represent property rights on corporations or quasi-corporations. Such financial assets 
generally entitle the holders to a share in the profits of the corporations or quasi-corporations, and to a 
share in their net assets in the event of liquidation.

Equity (AF.51) Financial assets that acknowledge claims on the residual value of a corporation or quasi-corporation, after 
the claims of all creditors have been met.

Listed shares (AF.511)

Equity securities listed on an exchange. Such an exchange may be a recognised stock exchange or any 
other form of a secondary market. Listed shares are also referred to as quoted shares. The existence 
of quoted prices of shares listed on an exchange means that current market prices are usually readily 
available.

Unlisted shares (AF.512) Equity securities with prices that are not listed on a recognised stock exchange or other form of 
secondary market.

Other equity (AF.519) All forms of equity other than those classified in subcategories AF.511 and AF.512.

Investment funds shares/
units (AF.52)

Shares, if a corporate structure is used, or units, if a trust structure is used. They are issued by investment 
funds, which are collective investment undertakings through which investors pool funds for investment 
in financial and/or non-financial assets.

Money market fund 
shares/units (AF.521)

Money market fund shares or units are issued by money market funds which are investment funds that 
invest only or primarily in short-term debt securities such as treasury bills, certificates of deposit, and 
commercial paper and also in long-term debt securities with a residual short-term maturity. Money 
market fund shares or units may be transferable and are often regarded as close substitutes for deposits.

Non-MMF investment 
fund shares/units (AF. 522)

Investment fund shares or units other than money market funds or units represent a claim on a portion of 
the value of an investment fund other than a money market fund. Investment fund shares or units other 
than money market fund shares or units are issued by investment funds that invest in a range of assets 
including debt securities, equity, commodity-linked investments, real estate, shares in other investment 
funds and structured assets.

Insurance, pension and 
standardised guarantee 
schemes (AF.6)

Financial assets of policy holders or beneficiaries and liabilities of insurers, pension funds, or issuers of 
standardised guarantees.

Non-life insurance 
technical reserves (AF.61)

Financial assets representing policy holders’ claims against non-life insurance companies in the form of 
unearned premiums paid and claims incurred.

Life insurance and 
annuity entitlements 
(AF.62)

Financial assets representing policy and annuity holders’ claims against the technical reserves of 
corporations providing life insurance.

Pension entitlements 
(AF.63)

Financial assets that both existing and future pensioners hold against either their pension manager, i.e. 
their employer(s), a scheme designated by the employer(s) to pay pensions as part of a compensation 
agreement between the employer and employee or a life (or a non-life) insurer.

Claims of pension funds 
on pension managers 
(AF.64)

Financial assets representing the claims of pension funds on their pension manager for any deficit, and 
financial assets representing the claims of the pension manager on the pension funds for any excess, e.g. 
where the investment income exceeds the increase in entitlements and the difference is payable to the 
pension manager.

Entitlements to non-
pension benefits (AF.65)

The excess of net contributions over benefits as an increase in the liability of the insurance scheme 
towards the beneficiaries.

Provisions for calls under 
standardised guarantees 
(AF.66)

Financial assets that holders of standardised guarantees have against corporations providing standardised 
guarantees.
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Financial derivatives and 
employee stock options 
(AF.7)

Financial assets linked to a financial asset, a non-financial asset or an index, through which specific 
financial risks can be traded in financial markets in their own right.

Financial derivatives 
(AF.71)

Financial assets such as options, forwards and credit derivatives.
Options (AF.711), both tradable and over-the-counter (OTC), are contracts which give the holder of 
the option the right, but not the obligation, to purchase from (a call option) or to sell to (a put option) 
the issuer of the option (the option writer) a financial asset or a non-financial asset (the underlying 
instrument) at a predetermined price (the strike price) within a given time span (American option) or on 
a given date (European option). Based on these basic strategies many combined strategies have been 
developed like bear call/put spreads, bull call/put spreads or butterfly options spreads. From these types 
of options exotic options have been derived with complex payment structures.
Forwards (AF.712) are unconditional financial contracts under which two counterparties agree to 
exchange a specified quantity of an underlying asset (financial or non-financial) at an agreed contract 
price (the strike price) on a specified date.
Credit derivatives take the form of forward-type and option-type contracts whose primary purpose is 
to trade credit risk. They are designed for trading in loan and security default risk. Like other financial 
derivatives they are frequently drawn up under standard master legal agreements and involve collateral 
and margining procedures, which allow for a means to make a market valuation. The transfer of credit 
risks takes place between the risk seller (security taker) and the risk buyer (security seller) based on a 
premium. In the event of a credit default the risk buyer pays cash to the risk seller.

Employee stock options 
(AF.72)

Financial assets in the form of agreements made on a given date (the ‘grant’ date) under which an 
employee may purchase a given number of shares of the employer’s stock at a stated price (the 
‘strike’ price) either at a stated time (the ‘vesting’ date) or within a period of time (the ‘exercise’ period) 
immediately following the vesting date.

Other accounts 
receivable/payable (AF.8)

Financial assets that are created as a counterpart of a financial or a non-financial transaction in cases 
where there is a timing difference between this transaction and the corresponding payment.

Trade credits and 
advances (AF.81)

Financial assets arising from the direct extension of credit by suppliers of goods and services to their 
customers and advances for work that is in progress or is yet to be undertaken and in the form of 
prepayment by customers for goods and services not yet provided.

Other accounts 
receivable/payable, 
excluding trade credits 
and advances (AF.89)

Financial assets which arise from timing differences between distributive transactions or financial 
transactions on the secondary market and the corresponding payment.

Memorandum items The system has three memorandum items that show assets not separately identified in the central 
framework that are of more specialised analytic interest.

Consumer durables 
(AN.m)

Durable goods acquired by households for final consumption (i.e., items that are not used by households 
as stores of value or by unincorporated enterprises owned by households for purposes of production).

Foreign direct investment 
(AF.m1)

Foreign direct investment involves a long-term relationship reflecting a lasting interest by a resident 
institutional unit in one economy (the ‘direct investor’) in an institutional unit resident in another 
economy. The direct investor’s purpose is to exert a significant degree of influence on the management 
of the unit they have invested in.

Non-performing loans 
(AF.m2)

A loan is non-performing when payments of interest or principal are at least 90 days overdue, or interest 
payments equal to 90 days or more have been capitalised, refinanced, or delayed by agreement, or 
payments are less than 90 days overdue, but there are other good reasons (such as a debtor filing for 
bankruptcy) to doubt that payments will be made in full.
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Annex 7.2

A map of entries from opening balance 
sheet to closing balance sheet

Annex 7.2 presents a map from the opening balance sheet 
to the closing balance sheet, showing the detail for each 

asset category with regard to the different ways in which 
the balance sheet value changes: through transactions or 
other changes in the volume of assets and holding gains 
and losses.

Classification of assets, 
liabilities and net worth

IV.1
Opening 

balance sheet

III.1 and III.2
Transactions

III.3.1
Other 

changes in 
volume

III.3.2
Holding gains and losses

IV.3
Closing 
balance 

sheetIII.3.2.1
Neutral 

holding gains 
and losses

III.3.2.2
Real holding 

gains and 
losses

Non-financial assets AN P.5, NP
K.1, K.2, K.3, 
K.4, K.5, K.61, 
K.62

K.71 K.72 AN

Produced non-financial assets AN.1 P.5 K.1, K.3, K.4, 
K.5, K.61, K.62 K.71 K.72 AN.1

Fixed assets1 AN.11 P.51g, P.51c K.1, K.3, K.4, 
K.5, K.61, K.62 K.71 K.72 AN.11

Dwellings AN.111 P.51g, P.51c K.1, K.3, K.4, 
K.5, K.61, K.62 K.71 K.72 AN.111

Other buildings and structures AN.112 P.51g, P.51c K.1, K.3, K.4, 
K.5, K.61, K.62 K.71 K.72 AN.112

Machinery and equipment AN.113 P.51g, P.51c K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AN.113

Weapons systems AN.114 P.51g, P.51c K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AN.114

Cultivated biological resources AN.115 P.51g, P.51c K.1, K.3, K.4, 
K.5, K.61, K.62 K.71 K.72 AN.115

Intellectual property products AN.117 P.51g, P.51c K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AN.117

Inventories by type of inventory AN.12 P.52 K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AN.12

Valuables AN.13 P.53 K.1, K.3, K.4, 
K.5, K.61, K.62 K.71 K.72 AN.13

Non-produced non-financial 
assets AN.2 NP

K.1, K.21, K.22, 
K.3, K.4, K.5, 
K.61, K.62

K.71 K.72 AN.2

Natural resources AN.21 NP.1
K.1, K.21, K.22, 
K.3, K.4, K.5, 
K.61, K.62

K.71 K.72 AN.21

Land AN.211 NP.1
K.1, K.22, K.3, 
K.4, K.5, K.61, 
K.62

K.71 K.72 AN.211

Mineral and energy reserves AN.212 NP.1
K.1, K.21, K.22, 
K.3, K.4, K.5, 
K.61, K.62

K.71 K.72 AN.212
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Classification of assets, 
liabilities and net worth

IV.1
Opening 

balance sheet

III.1 and III.2
Transactions

III.3.1
Other 

changes in 
volume

III.3.2
Holding gains and losses

IV.3
Closing 
balance 

sheetIII.3.2.1
Neutral 

holding gains 
and losses

III.3.2.2
Real holding 

gains and 
losses

Non-cultivated biological 
resources AN.213 NP.1

K.1, K.21, K.22, 
K.3, K.4, K.5, 
K.61, K.62

K.71 K.72 AN.213

Water resources AN.214 NP.1
K.1, K.21, K.22, 
K.3, K.4, K.5, 
K.61, K.62

K.71 K.72 AN.214

Other natural resources AN.215 NP.1
K.1, K.22, K.3, 
K.4, K.5, K.61, 
K.62

K.71 K.72 AN.215

Radio spectra AN.2151 NP.1
K.1, K.22, K.3, 
K.4, K.5, K.61, 
K.62

K.71 K.72 AN.2151

Other AN.2159 NP.1
K.1, K.21, K.22, 
K.3, K.4, K.5, 
K.61, K.62

K.71 K.72 AN.2159

Contracts, leases and licences AN.22 NP.2
K.1, K.22, K.3, 
K.4, K.5, K.61, 
K.62

K.71 K.72 AN.22

Purchases less sales of goodwill 
and marketing assets AN.23 NP.3

K.1, K.22, K.3, 
K.4, K.5, K.61, 
K.62

K.71 K.72 AN.23

Financial assets/liabilities2 AF F K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AF

Monetary gold and SDRs AF.1 F.1 K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AF.1

Currency and deposits AF.2 F.2 K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AF.2

Debt securities AF.3 F.3 K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AF.3

Loans AF.4 F.4 K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AF.4

Equity and investment fund 
shares/units AF.5 F.5 K.3, K.4, K.5, 

K.61, K.62 K.71 K.72 AF.5

Insurance, pension and 
standardised guarantees 
schemes

AF.6 F.6 K.3, K.4, K.5, 
K.61, K.62 K.71 K.72 AF.6

Financial derivatives and 
employee stock options AF.7 F.7 K.3, K.4, K.5, 

K.61, K.62 K.71 K.72 AF.7

Other accounts receivable/
payable AF.8 F.8 K.3, K.4, K.5, 

K.61, K.62 K.71 K.72 AF.8

Net worth B.90 B.101 B.102 B.1031 B.1032 B.90
1 Memorandum item: AN.m: consumer durables. 

2 Memorandum items: AF.m1: foreign direct investment; AF.m2: non-performing loans.
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Balancing items

B.10 Changes in net worth

B.101 Changes in net worth due to saving and capital transfers

B.102 Changes in net worth due to other changes in volume of assets

B.103 Changes in net worth due to nominal holding gains and losses

B.1031 Changes in net worth due to neutral holding gains and losses

B.1032 Changes in net worth due to real holding gains and losses

B.90 Net worth

Transactions in financial assets and liabilities

F Transactions in financial assets and liabilities

F.1 Monetary gold and SDRs

F.2 Currency and deposits

F.3 Debt securities

F.4 Loans

F.5 Equity and investment fund shares/units

F.6 Insurance, pension and standardised guarantees

F.7 Financial derivatives and employee stock options

F.8 Other accounts receivable/payable

Transactions in goods and services

P.5 Gross capital formation

P.51g Gross fixed capital formation

P.51c Consumption of fixed capital (–)

P.511 Acquisitions less disposals of fixed assets

P.5111 Acquisitions of new fixed assets

P.5112 Acquisitions of existing fixed assets

P.5113 Disposals of existing fixed assets

P.512 Costs of ownership transfer on non-produced assets

P.52 Changes in inventories

P.53 Acquisitions less disposals of valuables
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Other accumulation entries

NP Acquisitions less disposals of non-produced assets

NP.1 Acquisitions less disposals of natural resources

NP.2 Acquisitions less disposals of contracts, leases and licences

NP.3 Purchases less sales of goodwill and marketing assets

K.1 Economic appearance of assets

K.2 Economic disappearance of non-produced assets

K.21 Depletion of natural resources

K.22 Other economic disappearance of non-produced assets

K.3 Catastrophic losses

K.4 Uncompensated seizures

K.5 Other changes in volume n.e.c.

K.6 Changes in classification

K.61 Changes in sector classification and structure

K.62 Changes in classification of assets and liabilities

K.7 Nominal holding gains and losses

K.71 Neutral holding gains and losses

K.72 Real holding gains and losses
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8

CHAPTER 8

The sequence of accounts

Introduction

8.01 This Chapter sets out the details of the accounts 
and balance sheets in the sequence of accounts 
of the national accounts. It also sets out the inter-
actions of the domestic economy with the rest of 
the world in the same sequence. The goods and 
services account is also described, reflecting the 
accounting identity underlying the supply and use 
of goods and services. Finally it presents the inte-
grated set of economic accounts where each sector 
is shown in the same account with an aggregated 
form of account entries.

The sequence of accounts

8.02 The ESA records flows and stocks in an ordered 
set of accounts describing the economic cycle from 
production and the generation of income, through 
its distribution and redistribution, and its use for 
final consumption. Finally the ESA records the use 
of what is left in the form of saving to provide for 
the accumulation of assets, both non-financial and 
financial.

8.03 Each of the accounts shows resources and uses, 
which are brought to a balance by the introduction 
of a balancing item, usually on the uses’ side of the 
account. The balancing item is taken forward to the 
next account as the first entry on the resources side.

The structured recording of transactions accord-
ing to a logical analysis of economic life provides 
the aggregates required for the study of an insti-
tutional sector or subsector, or the total econ-
omy. The breakdown of the accounts is designed to 
reveal the most significant economic information, 
and the balancing item of each account is a key ele-
ment in the information revealed.

8.04 The accounts are grouped in three categories:

(a) current accounts cover production and the 
associated generation, distribution and redis-
tribution of income and its use in the form of 
final consumption. The income not directly 
used for final consumption is revealed in the 
balancing item saving, which is taken forward 
to the accumulation accounts as the first entry 
on the resources side of the capital account;

(b) accumulation accounts analyse changes in the 
assets and liabilities of the units and enable 
changes in net worth (the difference between 
assets and liabilities) to be recorded;

(c) balance sheets show the total assets and liabili-
ties at the beginning and the end of the account-
ing period, together with the net worth. The 
flows for each asset and liability item recorded 
in the accumulation accounts are seen again in 
the changes in balance sheets account.

8.05 The sequence of accounts applies to institutional 
units, institutional sectors and subsectors, and the 
total economy.

8.06 The balancing items are established both gross and 
net. They are gross if calculated before deduction of 
consumption of fixed capital, and net if calculated 
after this deduction. It is more significant to express 
income balancing items in net terms, as consump-
tion of capital is a call on disposable income which 
must be met if the capital stock of the economy is 
to be maintained.

8.07 The accounts are presented in two ways:

(a) in the form of integrated economic accounts, 
showing the accounts for all the institutional 
sectors, the total economy and the rest of the 
world in a single table;

(b) in the form of a sequence of accounts, giving 
more detailed information. The tables showing 
the presentation of each account are given in 
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the section of this Chapter entitled ‘Sequence of 
accounts’.

8.08 Table 8.1 shows a synoptic presentation of the 
accounts, balancing items and main aggregates: 
The code for the main aggregates is not shown in 
the table, but is the same as the code for the balanc-
ing items, but with the addition of an asterisk after 
the number. For example for the Balance of pri-
mary incomes, the code is B.5g and the equivalent 

code of the main aggregate gross national income 
is B.5*g.

8.09 The balancing items are shown in the table in their 
gross form, and indicated as such by the use of ‘g’ 
in the code. For each such code there is a net form, 
where the estimate for capital consumption has 
been deducted. For example, value added, gross 
has a code of B.1g, and the net equivalent (value 
added, net) where capital consumption has been 
deducted, is B.1n. 
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Sequence of accounts

Current accounts

Production account (I)

8.10 The production account (I) shows the transactions 
relating to the production process. It is drawn 
up for institutional sectors and for industries. Its 
resources include output and its uses include inter-
mediate consumption.

8.11 The production account reveals one of the most 
important balancing items in the system — value 
added, or the value generated by any unit engaged 
in a production activity — and a vital aggregate: 
gross domestic product. Value added is economi-
cally significant for both institutional sectors and 
industries.

8.12 Value added (the balancing item of the account) 
may be calculated before or after allowing for the 
consumption of fixed capital, i.e. gross or net. 

Given that output is valued at basic prices and 
intermediate consumption at purchasers’ prices, 
value added does not include taxes less subsidies 
on products.

8.13 The production account at the level of the total 
economy includes in resources, in addition to the 
output of goods and services, taxes less subsidies 
on products. It thus enables gross domestic prod-
uct (at market prices) to be obtained as a balanc-
ing item. The code for this key aggregate balancing 
item, value added at whole economy level adjusted 
to be at market prices, is B.1*g and this is GDP at 
market prices. Net domestic product (NDP) code 
is B.1*n.

8.14 Financial intermediation services indirectly meas-
ured (FISIM) are allocated to users as costs. This 
requires part of interest payments to financial 
intermediaries to be reclassified as payments for 
services, and allocated as output of the financial 
intermediation producers. An equivalent value is 
identified as consumption of users. The value of 
GDP is affected by the amount of FISIM allocated 
to final consumption, exports and imports. 
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Distribution and use of income accounts (II)

8.15 Distribution and use of income are analysed in 
four stages: primary distribution, secondary distri-
bution, redistribution in kind and use of income.

The first stage concerns the generation of income 
resulting directly from the production process 
and its distribution between the production fac-
tors (labour, capital) and general government (via 
taxes on production and imports, and subsidies). It 
enables the operating surplus (or mixed income in 
the case of households) and primary income to be 
determined.

The second stage traces redistribution of income 
via transfers, other than social transfers in kind and 
capital transfers. This yields the disposable income 
as the balancing item.

For the third stage, individual services provided by 
government and NPISHs to society are treated as 
part of household final consumption, and a cor-
responding income imputed to households. This 
is achieved through two accounts with adjusted 
items. An account is introduced called the redis-
tribution of income in kind account, which shows 
in the resources the imputed extra income for 
households, and a corresponding use for govern-
ment and NPISHs as the imputed transfer from 
these sectors. This gives a balancing item called the 
adjusted disposable income, which is identical to 
disposal income at the whole economy level, but 
different for the sectors of households, government 
and NPISHs.

In the fourth stage, the disposable income is taken 
forward to the next account, the use of disposable 
income account and this shows how the income is 
consumed, leaving saving as the balancing item. 
When individual services are recognised as con-
sumption by households through the redistribu-
tion of income in kind account, the use of adjusted 
disposable income account shows how this meas-
ure of adjusted disposable income is spent by 
households on the social transfers in kind received 
from government and NPISHs, by adding the value 
of the social transfers in kind to household final 
consumption to give a measure called actual final 
consumption. The consumption for government 

and NPISHs is reduced by an equal and opposite 
amount, so that when saving is calculated for the 
government, NPISHs and households sectors, the 
adjusted treatment gives the same balancing item 
of saving for each sector as the standard treatment.

Primary distribution of income accounts (II.1)

Generation of income account (II.1.1)

The layout of the generation of income account by institu-
tional sector is shown in Table 8.3.

8.16 The generation of income account is also presented 
by industries, in the columns of the supply and use 
tables.

8.17 The generation of income account presents the 
transactions of primary income from the point of 
view of the source sectors, rather than the destina-
tion sectors.

8.18 It shows how value added covers compensation 
of employees and other taxes (less subsidies) on 
production. The balancing item is operating sur-
plus, which is the surplus (or deficit) on produc-
tion activities before account has been taken of the 
interest, rents or charges which the production 
unit:

(a) must pay on financial assets or on natural 
resources — which it has borrowed or rented;

(b) must receive on financial assets or on natural 
resources of which it is the owner.

8.19 In the case of unincorporated enterprises in the 
households sector, the balancing item of the gen-
eration of income account implicitly contains an 
element corresponding to remuneration for work 
carried out by the owner or members of the fam-
ily. This income from self-employment has char-
acteristics of wages and salaries, and characteristics 
of profit due to work carried out as an entrepre-
neur. This income, neither strictly wages nor prof-
its alone, is referred to as ‘mixed income’.

8.20 In the case of own account production of housing 
services by owner-occupier households, the bal-
ancing item of the generation of income account is 
operating surplus (and not mixed income). 
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Allocation of primary income account (II.1.2)

8.21 Unlike the generation of income account, the allo-
cation of primary income treats resident units and 
institutional sectors as recipients rather than pro-
ducers of primary income.

8.22’Primary income’ is the income which resident 
units receive by virtue of their direct participation 
in the production process, and the income receiv-
able by the owner of a financial asset or a natural 
resource in return for providing funds to, or put-
ting the natural resource at the disposal of, another 
institutional unit.

8.23 For the households sector, compensation of 
employees (D.1) as a resource in the allocation of 
primary income account is not the same as the D.1 
entry as a use, in the generation of income account. 
In the household generation of income account, 
the use entry shows how much is paid to staff 

employed in the household business. In the house-
holds sector allocation of primary income account, 
the entry in the resources side shows all the com-
pensation from employment earned by the house-
holds sector working as an employee in business, 
the government etc. So the entry in the allocation 
account for households is much bigger than the 
entry in the households sector generation account.

8.24 The allocation of primary income account (II.1.2) 
can be calculated only for the institutional sectors 
and subsectors because, in the case of industries, 
it is impossible to break down certain flows con-
nected with financing (capital loans and borrow-
ings) and assets.

8.25 The allocation of primary income account is bro-
ken down into an entrepreneurial income account 
(II.1.2.1) and an allocation of other primary income 
account (II.1.2.2). 
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8
Entrepreneurial income account (II.1.2.1)

8.26 The purpose of the entrepreneurial income account 
is to determine a balancing item corresponding 
to the concept of current profit before distribu-
tion and income tax, as normally used in business 
accounting.

8.27 In the case of general government and non-profit 
institutions serving households, this account con-
cerns only their market activities.

8.28 Entrepreneurial income corresponds to the oper-
ating surplus or mixed income (on the resources 
side):

plus  property income receivable in con-
nection with financial and other assets 
belonging to the enterprise (on the 
resources side),

minus  interest on debts payable by the enter-
prise, other investment income paya-
ble, and rents payable on land and other 
natural resources rented by the enter-
prise (on the uses side).

Property income payable in the form of dividends, 
withdrawals of income from quasi-corporations, or 
reinvested earnings on foreign direct investment, is 
not deducted from entrepreneurial income.

Allocation of other primary income account (II.1.2.2)

8.29 The purpose of the allocation of other primary 
income account is to return from the concept of 
entrepreneurial income to the concept of primary 
income. It therefore contains the elements of pri-
mary income not included in the entrepreneurial 
income account:

(a) in the case of corporations, distributed divi-
dends, withdrawals of income from quasi-cor-
porations, and reinvested earnings on foreign 
direct investment (on the uses side);

(b) in the case of households:

(1) property income payable, excluding rents and 
interest payable in connection with the entrepre-
neurial activity (on the uses side);

(2) compensation of employees (on the resources 
side);

(3) property income receivable, excluding that receiv-
able in connection with the activity of the enter-
prise (on the resources side);

(c) in the case of general government:

(1) property income payable, excluding that payable 
in connection with market activities (on the uses 
side);

(2) taxes on production and imports less subsidies (on 
the resources side);

(3) property income receivable, excluding that receiv-
able in connection with market activities (on the 
resources side).
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Secondary distribution of income account (II.2)

8.30 The secondary distribution of income account 
shows how the balance of the primary income of 
an institutional sector is allocated by redistribu-
tion: current taxes on income, wealth etc., social 
contributions and benefits (excluding social trans-
fers in kind) and other current transfers.

8.31 The balancing item of the account is disposable 
income, which reflects current transactions and 
is the amount available for final consumption or 
saving.

8.32 Social contributions are recorded on the uses side 
of the secondary distribution of income account 
of households and on the resources side of the 
secondary distribution of income account of the 
institutional sectors responsible for management 
of social insurance. When payable by employers 
for their employees, they are first included under 
compensation of employees, on the uses side of 
the employers’ generation of income account, 
since they form part of wage costs; they are also 
recorded, as compensation of employees, on the 
resources side of the households’ allocation of pri-
mary income account, since they correspond to 
benefits to households.

The social contributions shown on the uses side 
of the secondary distribution of income account 
of households are net of the service charges of the 
pension funds and other insurance companies, all 
or part of whose resources are made up of actual 
social contributions.

An adjustment item is shown in the table for the 
social insurance scheme service charges. Net social 
contributions (D.61) are recorded net of these 
charges, but, as it is difficult to apportion them 
across the components of D.61, those contribu-
tions are shown gross of these charges in the table. 
So D.61 is the sum of its components, less this 
adjustment item.

Redistribution of income in kind account (II.3)

8.33 The redistribution of income in kind account 
gives a broader picture of households’ income by 
including the flows corresponding to the use of 
individual goods and services which these house-
holds receive free of charge from government and 
NPISHs, i.e. social transfers in kind. This facilitates 
comparisons over time when there are differences 
or changes in economic and social conditions, and 
supplements the analysis of the role of general gov-
ernment in the redistribution of income.

8.34 Social transfers in kind are recorded on the 
resources side of the redistribution of income in 
kind account in the case of households, and on the 
uses side in the case of general government and 
non-profit institutions serving households.

8.35 The balancing item in the redistribution of income 
in kind account is adjusted disposable income, and 
this is the first entry on the resources side of the use 
of adjusted disposable income account (II.4.2). 
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Use of income account (II.4)

8.36 For the institutional sectors with final consump-
tion, the use of income account shows how dis-
posable income (or adjusted disposable income) 
is divided between final consumption expenditure 
(or actual final consumption) and saving.

8.37 In the system, only government, NPISHs and 
households have final consumption. In addition, 
the use of income account includes, for households 
and for pension funds, an adjustment item (D.8 — 
adjustment for the change in pension entitlements) 
which relates to the way that transactions between 
households and pension funds are recorded. This 
is explained in the chapter on distributive transac-
tions, paragraph 4.141.

Use of disposable income account (II.4.1)

8.38 The use of disposable income account includes the 
concept of final consumption expenditure financed 
by the various sectors concerned: households, gen-
eral government, and non-profit institutions serv-
ing households.

8.39 The balancing item in the use of disposable income 
account is saving.

Use of adjusted disposable income account (II.4.2)

8.40 This account links with the redistribution of 
income in kind account (II.3). The use of adjusted 

disposable income account includes the concept of 
actual final consumption, which corresponds to the 
value of goods and services actually at the disposal 
of households for final consumption, even if their 
acquisition is financed by general government or 
non-profit institutions serving households.

Consequently, the actual final consumption of gen-
eral government and NPISHs corresponds only to 
collective final consumption.

8.41 At the level of the total economy, final consump-
tion expenditure and actual final consumption are 
equal; it is only the distribution over the institu-
tional sectors which differs. The same is true of dis-
posable income and adjusted disposable income.

8.42 Saving is the balancing item in both versions of the 
use of income account. Its value is identical for all 
sectors, regardless of whether it is obtained by sub-
tracting final consumption expenditure from dis-
posable income, or by subtracting actual final con-
sumption from adjusted disposable income.

8.43 Saving is the (positive or negative) amount result-
ing from current transactions which establishes the 
link with accumulation. If saving is positive, non-
spent income is used for the acquisition of assets 
or for paying off liabilities. If saving is negative, 
certain assets are liquidated or certain liabilities 
increase. 



The sequence of accounts

223  European system of accounts — ESA 2010

8
Ta

bl
e 

8.
8 

—
 A

cc
ou

nt
 II

.4
.1:

 u
se

 o
f d

isp
os

ab
le

 in
co

m
e 

ac
co

un
t

U
se

s

Co
rre

sp
on

di
ng

 e
nt

rie
s o

f t
he

S.1
S.1

5
S.1

4
S.1

3
S.1

2
S.1

1

To
ta

l
G

oo
ds

 a
nd

 
Se

rv
ic

es
 a

cc
ou

nt
Re

st
 o

f t
he

 
w

or
ld

 a
cc

ou
nt

To
ta

l 
ec

on
om

y
N

PI
SH

s
H

ou
se

ho
ld

s
G

en
er

al
 

go
ve

rn
m

en
t

Fi
na

nc
ia

l 
co

rp
or

at
io

ns
N

on
-fi

na
nc

ia
l 

co
rp

or
at

io
ns

Tr
an

sa
ct

io
ns

 a
nd

 b
al

an
ci

ng
 it

em
s

B.
6g

D
isp

os
ab

le
 in

co
m

e,
 g

ro
ss

B.
6n

D
isp

os
ab

le
 in

co
m

e,
 n

et

1 
39

9
1 

39
9

32
1 

01
5

35
2

P.3
Fi

na
l c

on
su

m
pt

io
n 

ex
pe

nd
itu

re

1 
23

0
1 

23
0

31
1 

01
5

18
4

P.3
1

In
di

vi
du

al
 c

on
su

m
pt

io
n 

ex
pe

nd
itu

re

16
9

16
9

1
16

8
P.3

2
Co

lle
ct

iv
e 

co
ns

um
pt

io
n 

ex
pe

nd
itu

re

11
0

11
0

0
11

0
D

.8
Ad

ju
st

m
en

t f
or

 th
e 

ch
an

ge
 in

 p
en

sio
n 

en
tit

le
m

en
ts

42
7

42
7

5
21

5
–3

5
14

22
8

B.
8g

Sa
vi

ng
, g

ro
ss

20
5

20
5

2
19

2
–6

2
2

71
B.

8n
Sa

vi
ng

, n
et

–1
3

–1
3

B.
12

Cu
rre

nt
 e

xt
er

na
l b

al
an

ce

Re
so

ur
ce

s

S.1
1

S.1
2

S.1
3

S.1
4

S.1
5

S.1
Co

rre
sp

on
di

ng
 e

nt
rie

s o
f t

he

Tr
an

sa
ct

io
ns

 a
nd

 b
al

an
ci

ng
 it

em
s

N
on

-fi
na

nc
ia

l 
co

rp
or

at
io

ns
Fi

na
nc

ia
l 

co
rp

or
at

io
ns

G
en

er
al

 
go

ve
rn

m
en

t
H

ou
se

ho
ld

s
N

PI
SH

s
To

ta
l 

ec
on

om
y

Re
st

 o
f t

he
 

w
or

ld
 a

cc
ou

nt
G

oo
ds

 a
nd

 
se

rv
ic

es
 a

cc
ou

nt
To

ta
l

B.
6g

D
isp

os
ab

le
 in

co
m

e,
 g

ro
ss

22
8

25
31

7
1 

21
9

37
1 

82
6

1 
82

6

B.
6n

D
isp

os
ab

le
 in

co
m

e,
 n

et
71

13
29

0
1 

19
6

34
1 

60
4

1 
60

4

P.3
Fi

na
l c

on
su

m
pt

io
n 

ex
pe

nd
itu

re
1 

39
9

1 
39

9

P.3
1

In
di

vi
du

al
 c

on
su

m
pt

io
n 

ex
pe

nd
itu

re
1 

23
0

1 
23

0

P.3
2

Co
lle

ct
iv

e 
co

ns
um

pt
io

n 
ex

pe
nd

itu
re

16
9

16
9

D
.8

Ad
ju

st
m

en
t f

or
 th

e 
ch

an
ge

 in
 p

en
sio

n 
en

tit
le

m
en

ts
11

11
0

11

B.
8g

Sa
vi

ng
, g

ro
ss

B.
8n

Sa
vi

ng
, n

et

B.
12

Cu
rre

nt
 e

xt
er

na
l b

al
an

ce



8 The sequence of accounts

224 European system of accounts — ESA 2010 

Ta
bl

e 
8.

9 
—

 A
cc

ou
nt

 II
.4

.2
: u

se
 o

f a
dj

us
te

d 
di

sp
os

ab
le

 in
co

m
e 

ac
co

un
t

U
se

s

Co
rre

sp
on

di
ng

 e
nt

rie
s o

f t
he

S.1
S.1

5
S.1

4
S.1

3
S.1

2
S.1

1

To
ta

l
G

oo
ds

 a
nd

 
Se

rv
ic

es
 a

cc
ou

nt
Re

st
 o

f t
he

 
w

or
ld

 a
cc

ou
nt

To
ta

l 
ec

on
om

y
N

PI
SH

s
H

ou
se

ho
ld

s
G

en
er

al
 

go
ve

rn
m

en
t

Fi
na

nc
ia

l 
co

rp
or

at
io

ns
N

on
-fi

na
nc

ia
l 

co
rp

or
at

io
ns

Tr
an

sa
ct

io
ns

 a
nd

 b
al

an
ci

ng
 it

em
s

B.
7g

Ad
ju

st
ed

 d
isp

os
ab

le
 in

co
m

e,
 g

ro
ss

B.
7n

Ad
ju

st
ed

 d
isp

os
ab

le
 in

co
m

e,
 n

et

1 
39

9
1 

39
9

1
1 

23
0

16
8

P.4
Ac

tu
al

 fi
na

l c
on

su
m

pt
io

n

1 
23

0
1 

23
0

1 
23

0
P.4

1
Ac

tu
al

 in
di

vi
du

al
 c

on
su

m
pt

io
n

16
9

16
9

1
16

8
P.4

2
Ac

tu
al

 c
ol

le
ct

iv
e 

co
ns

um
pt

io
n

11
0

11
0

0
11

0
D

.8
Ad

ju
st

m
en

t f
or

 th
e 

ch
an

ge
 in

 p
en

sio
n 

en
tit

le
m

en
ts

42
7

42
7

5
21

5
–3

5
14

22
8

B.
8g

Sa
vi

ng
, g

ro
ss

20
5

20
5

2
19

2
–6

2
2

71
B.

8n
Sa

vi
ng

, n
et

–1
3

–1
3

B.
12

Cu
rre

nt
 e

xt
er

na
l b

al
an

ce

Re
so

ur
ce

s

S.1
1

S.1
2

S.1
3

S.1
4

S.1
5

S.1
Co

rre
sp

on
di

ng
 e

nt
rie

s o
f t

he

Tr
an

sa
ct

io
ns

 a
nd

 b
al

an
ci

ng
 it

em
s

N
on

-fi
na

nc
ia

l 
co

rp
or

at
io

ns
Fi

na
nc

ia
l 

co
rp

or
at

io
ns

G
en

er
al

 
go

ve
rn

m
en

t
H

ou
se

ho
ld

s
N

PI
SH

s
To

ta
l 

ec
on

om
y

Re
st

 o
f t

he
 

w
or

ld
 a

cc
ou

nt
G

oo
ds

 a
nd

 
se

rv
ic

es
 a

cc
ou

nt
To

ta
l

B.
7g

Ad
ju

st
ed

 d
isp

os
ab

le
 in

co
m

e,
 g

ro
ss

22
8

25
13

3
1 

43
4

6
1 

82
6

1 
82

6

B.
7n

Ad
ju

st
ed

 d
isp

os
ab

le
 in

co
m

e,
 n

et
71

13
10

6
1 

41
1

3
1 

60
4

1 
60

4

P.4
Ac

tu
al

 fi
na

l c
on

su
m

pt
io

n
1 

39
9

1 
39

9

P.4
1

Ac
tu

al
 in

di
vi

du
al

 c
on

su
m

pt
io

n
1 

23
0

1 
23

0

P.4
2

Ac
tu

al
 c

ol
le

ct
iv

e 
co

ns
um

pt
io

n
16

9
16

9

D
.8

Ad
ju

st
m

en
t f

or
 th

e 
ch

an
ge

 in
 p

en
sio

n 
en

tit
le

m
en

ts
11

11
0

11

B.
8g

Sa
vi

ng
, g

ro
ss

B.
8n

Sa
vi

ng
, n

et

B.
12

Cu
rre

nt
 e

xt
er

na
l b

al
an

ce



The sequence of accounts

225  European system of accounts — ESA 2010

8
Accumulation accounts (III)

8.44 The accumulation accounts are flow accounts. 
They record the various causes of changes in the 
assets and liabilities of units and the change in their 
net worth.

8.45 Changes in assets are recorded on the left-hand 
side of the accounts (plus or minus), changes in lia-
bilities and net worth on the right-hand side (plus 
or minus).

Capital account (III.1)

8.46 The capital account records acquisitions less dis-
posals of non-financial assets by resident units and 
measures the change in net worth due to saving 
(final balancing item in the current accounts) and 
capital transfers.

8.47 The capital account makes it possible to determine 
the extent to which acquisitions less disposals of 
non-financial assets have been financed out of sav-
ing and by capital transfers. It shows a net lend-
ing corresponding to the amount available to a unit 
or sector for financing, directly or indirectly, other 
units or sectors, or a net borrowing corresponding 
to the amount which a unit or sector is obliged to 
borrow from other units or sectors.

Change in net worth due to saving and capital 
transfers account (III.1.1)

8.48 This account makes it possible to determine the 
change in net worth due to saving and capital 
transfers, which corresponds to net saving plus 
capital transfers receivable, minus capital transfers 
payable.

Acquisitions of non-financial assets account (III.1.2)

8.49 This account records acquisitions less disposals of 
non-financial assets in order to return from the 
concept of change in net worth due to saving and 
capital transfers to net lending or borrowing.

Financial account (III.2)

8.50 The financial account records, by type of finan-
cial instrument, the changes in the financial assets 
and liabilities that compose net lending or borrow-
ing. As these should match the financial surplus or 
deficit balancing items of the capital account, car-
ried forward to this account as the first entry on the 
changes in liabilities and net worth side, there is no 
balancing item in this account.

8.51 The classification of assets and liabilities used in the 
financial account is identical to that used in the bal-
ance sheets. 
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8
Other changes in assets account (III.3)

8.52 The other changes in assets account records 
changes in assets and liabilities of units, other than 
in connection with saving and voluntary transfers 
of wealth, the latter being recorded in the capital 
and financial accounts. It is divided into: the other 
changes in volume of assets account (III.3.1) and 
the revaluation account (III.3.2).

Other changes in volume of assets account (III.3.1)

8.53 The movements recorded in the other changes in 
volume of assets account affect the net worth of the 
balance sheets of the units, sectors and subsectors 
concerned. This change, called change in net worth 
due to other changes in volume of assets, is the bal-
ancing item in the account.

Revaluation account (III.3.2)

8.54 The revaluation account records changes in the 
value of assets and liabilities due to changes in their 
prices.

For a given asset or liability, this change is meas-
ured as either:

((a) the difference between its value at the end of the 
accounting period and its value at the start of 
the accounting period or the date on which it 
was first entered in the balance sheet; or

((b) the difference between its value at the date on 
which it was written out of the balance sheet 
and its value at the start of the accounting 
period or the date on which it was first entered 
in the balance sheet.

This difference is called ‘nominal holding gain (or 
loss)’.

A nominal holding gain corresponds to the posi-
tive revaluation of an asset or the negative revalua-
tion of a (financial) liability.

A nominal holding loss corresponds to the nega-
tive revaluation of an asset or the positive revalua-
tion of a (financial) liability.

8.55 The flows recorded in the revaluation account 
change the net worth of the balance sheets of the 
units concerned. This change, called ‘change in net 
worth due to nominal holding gains and losses’, is 
the balancing item in the account. It is recorded on 
the changes in liabilities and net worth side.

8.56 The revaluation account is broken down into two 
subaccounts: the neutral holding gains and losses 
account (III.3.2.1) and the real holding gains and 
losses account (III.3.2.2).

Neutral holding gains and losses account (III.3.2.1)

8.57 The neutral holding gains and losses account 
records changes in the value of assets and liabili-
ties in proportion to changes in the general price 
level. Such changes correspond to the revalua-
tion necessary to maintain the general purchas-
ing power of assets and liabilities. The general price 
index to be applied for this calculation is the price 
index for final national uses, excluding changes in 
inventories.

Real holding gains and losses account (III.3.2.2)

8.58 Real holding gains and losses measure the differ-
ence between nominal holding gains and losses 
and neutral holding gains and losses.

8.59 If the nominal holding gains net of the nominal 
holding losses on a given asset exceed the neu-
tral holding gains net of the neutral holding losses, 
there is a real holding gain on the asset for the unit 
holding it. This gain reflects the fact that the actual 
price of the asset has, on average, risen faster than 
the general price level. Conversely, a drop in the 
relative price of the asset produces a real holding 
loss for the unit holding it.

By the same token, a rise in the relative price of a 
liability produces a real holding loss on liabilities, 
while a drop in the relative price of a liability gen-
erates a real holding gain on liabilities.
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Balance sheets (IV)

8.60 The aim of the balance sheets is to give a picture 
of the assets, liabilities and net worth of units at 
the start and end of the accounting period and of 
changes between balance sheets. The sequence is as 
follows:

(a) opening balance sheet (IV.1);

(b) changes in balance sheet (IV.2);

(c) closing balance sheet (IV.3).

Opening balance sheet (IV.1)

8.61 The opening balance sheet records the value of 
assets and liabilities held by units at the start of the 
accounting period.

These items are categorised on the basis of the clas-
sification of assets and liabilities.

They are valued at prices current at the start of the 
accounting period. The difference between assets 
and liabilities — the balancing item in the account 
— is the net worth at the start of the accounting 
period.

Changes in balance sheet (IV.2)

8.62 The changes in balance sheet account records 
changes in the value of assets and liabilities in the 
course of the accounting period and aggregates 
the amounts recorded in the various accumulation 
accounts, i.e. change in net worth due to saving and 
capital transfers, change in net worth due to other 
volume changes in assets and change in net worth 
due to nominal holding gains and losses.

Closing balance sheet (IV.3)

8.63 The closing balance sheet records the value of 
assets and liabilities held by units at the end of the 
accounting period. These items are categorised 
on the basis of the same classification used in the 
opening balance sheet and are valued at prices cur-
rent at the end of the period.

The difference between assets and liabilities is the 
net worth at the end of the accounting period.

8.64 The value of an asset or liability in the closing bal-
ance sheets is equal to the sum of its value in the 
opening balance sheets and the amount recorded 
for the said item in the changes in balance sheet 
account. 
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8

Rest of the world accounts (V)

8.65 The rest of the world accounts record transactions 
between resident and non-resident units. The rest 
of the world does not constitute an institutional 
sector as such, but in the structure of the system it 
plays a similar role.

8.66 The sequence of rest of the world accounts follows 
the same general pattern as the institutional sector 
accounts, i.e.:

(a) current accounts,

(b) accumulation accounts,

(c) balance sheets.

8.67 The accounts listed in points (a) to (c) of paragraph 
8.66 are drawn up from the point of view of the 
rest of the world. Thus, what is a resource for the 
rest of the world is a use for the total economy and 
vice versa. By the same token, a financial asset held 
by the rest of the world is a liability for the total 
economy and vice versa). An exception is gold bul-
lion held as reserve assets, which despite having 
no counterpart liability, are recorded in the finan-
cial account because of their role in international 
payments.

Current accounts

External account of goods and services (V.I)

8.68 Imports of goods and services are recorded on 
the resources side of the account and exports of 
goods and services on the uses side. The difference 
between resources and uses is the balancing item in 
the account, called ‘external balance of goods and 
services’. If it is positive, there is a surplus for the 
rest of the world and a deficit for the total economy 
and vice versa if it is negative.

8.69 Imports and exports are both valued at the customs 
frontier of the exporting country. For exports, the 
values will be collected at prices which are ‘free on 
board’ (FOB). The import values will be collected 
at prices including ‘carriage, insurance and freight’ 
(CIF) incurred between the country of origin and 
the importing country i.e. on a CIF basis. In order 
to reduce the import value to a free on board basis 
reflecting the value at the frontier of the country of 

origin, the CIF element must be subtracted from 
the goods value measured at the point of entry of 
the importing country. This CIF element is then 
allocated to the appropriate service activities, 
either as imports in the case of non-resident units, 
and domestic output in the case of resident units 
providing these services.

When transport and insurance services included in 
the FOB value of imports of goods (i.e. between the 
factory and the border of the country of export) are 
provided by resident units, they must be included 
in the value of exports of services by the economy 
importing the goods. Conversely, when transport 
and insurance services included in the FOB value 
of exports of goods are provided by non-resident 
units they must be included in the value of imports 
of services by the economy exporting the goods.

External account of primary incomes and current 
transfers (V.II)

8.70 The purpose of the external account of primary 
incomes and current transfers is to determine the 
current external balance, which, in the structure of 
the system, corresponds to saving by the institu-
tional sectors. This account is a condensed version 
of the sequence, for an institutional sector, extend-
ing from the allocation of primary income account 
to the use of income account.

8.71 On the resources side, the external account of pri-
mary incomes and current transfers shows the 
external balance of goods and services. It also 
records, on the resources or uses side, all distribu-
tive transactions which may involve the rest of the 
world, apart from capital transfers.

External accumulation accounts (V.III)

Capital account (V.III.1)

8.72 The rest of the world capital account records acqui-
sitions less disposals of non-produced assets by 
non-resident units and measures the changes in 
net worth due to current external balance and cap-
ital transfers.

8.73 The balancing item of the capital account is the net 
lending or borrowing of the rest of the world. It is 
equal, but has the opposite sign, to the sum of the 
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net lending or borrowing of the resident institu-
tional sectors.

Financial account (V.III.2)

8.74 The layout of the rest of the world financial account 
is identical to that of the institutional sectors’ finan-
cial account.

Other changes in assets account (V.III.3)

8.75 As for the institutional sectors, the changes in net 
worth due to other changes in volume of assets and 
due to nominal holding gains and losses are deter-
mined successively, holding gains and losses them-
selves being broken down into neutral and real 
holding gains and losses.

8.76 The absence of produced assets in the accumula-
tion accounts and balance sheets of the rest of the 
world is due to the convention whereby a notional 
institutional unit is created, the rest of the world 
being deemed to have acquired a financial asset — 
and vice versa for assets held in other economies by 
resident units.

Balance sheets (V.IV)

8.77 The balance sheets of the rest of the world contain 
financial assets and liabilities. On the assets side, 
they also record the total acquisitions less disposals 
between non-resident and resident units of mone-
tary gold and SDRs.

Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account)

V.I: external account of goods and services

Uses Resources

P.6 Exports of goods and services 540 P.7 Imports of goods and services 499

P.61 Exports of goods 462 P.71 Imports of goods 392

P.62 Exports of services 78 P.72 Imports of services 107

B.11 External balance of goods and services –41

Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account) (continued)

V.II: external account of primary incomes and current transfers

Uses Resources

D.1 Compensation of employees 6 B.11 External balance of goods and services –41

D.11 Wages and salaries 6

D.1 Compensation of employees 2

D.2 Taxes on production and imports 0 D.11 Wages and salaries 2

D.21 Taxes on products 0 D.12 Employers’ social contributions 0

D.211 Value added type taxes (VAT) 0 D.121 Employers’ actual social contributions 0

D.212 Taxes and duties on imports excl. VAT 0 D.122 Employers’ imputed social contributions 0

D.2121 Import duties 0

D.2122 Taxes on imports excluding VAT and 
duties 0 D.2 Taxes on production and imports

D.214 Taxes on products except VAT and import 
taxes D.21 Taxes on products 0

D.29 Other taxes on production 0 D.211 Value added type taxes (VAT) 0

D.212 Taxes and duties on imports excluding 
VAT 0

D.3 Subsidies 0 D.2121 Import duties 0
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8

V.II: external account of primary incomes and current transfers

Uses Resources

D.31 Subsidies on products 0 D.2122 Taxes on imports excluding VAT and 
duties 0

D.311 Import subsidies 0 D.214 Taxes on products except VAT and import 
taxes 0

D.319 Other subsidies on products 0

D.39 Other subsidies on production 0 D.29 Other taxes on production 0

D.4 Property income 44 D.3 Subsidies 0

D.41 Interest 13 D.31 Subsidies on products 0

D.42 Distributed income of corporations 17 D.311 Import subsidies 0

D.421 Dividends 13 D.319 Other subsidies on products 0

D.422 Withdrawals from income of 
quasi-corporations 4 D.39 Other subsidies on production 0

D.43 Reinvested earnings on foreign direct 
investment 14

D.44 Other investment income 0 D.4 Property income 38

D.41 Interest 21

Current transfers 17 D.42 Distributed income of corporations 17

D.5 Current taxes on income, wealth, etc. 1 D.421 Dividends 14

D.51 Taxes on income 1 D.422 Withdrawals from income of 
quasi-corporations 3

D.59 Other current taxes 0 D.43 Reinvested earnings on foreign direct 
investment 0

D.61 Net social contributions 0 D.44 Other investment income 0

D.611 Employers’ actual social contributions 0

D.6111 Employers’ actual pension contributions 0 Current transfers 55

D.6112 Employers’ actual non-pension 
contributions 0 D.5 Current taxes on income, wealth, etc. 0

D.612 Employers’ imputed social contributions 0 D.51 Taxes on income 0

D.6121 Employers’ imputed pension 
contributions 0 D.59 Other current taxes

D.6122 Employers’ imputed non-pension 
contributions 0 D.61 Net social contributions 0

D.613 Households’ actual social contributions 0 D.611 Employers’ actual social contributions 0

D.6131 Households’ actual pension contributions 0 D.6111 Employers’ actual pension contributions 0

D.6132 Households’ actual non-pension 
contributions 0 D.6112 Employers’ actual non-pension 

contributions 0

D.614 Households’ social contribution 
supplements 0 D.612 Employers’ imputed social contributions 0

D.6141 Households’ pension contribution 
supplements 0 D.6121 Employers’ imputed pension 

contributions 0

D.6142 Households’ non-pension contribution 
supplements 0 D.6122 Employers’ imputed non-pension 

contributions 0

D.61SC Social insurance scheme service charges 0 D.613 Households’ actual social contributions 0
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V.II: external account of primary incomes and current transfers

Uses Resources

D.62 Social benefits other than social transfers 
in kind 0 D.6131 Households’ actual pension contributions 0

D.621 Social security benefits in cash 0 D.6132 Households’ actual non-pension 
contributions 0

D.6211 Social security pension benefits in cash 0 D.614 Households’ social contribution 
supplements 0

D.6212 Social security non-pension benefits cash 0 D.6141 Households’ pension contribution 
supplements 0

D.622 Other social insurance benefits 0 D.6142 Households’ non-pension contribution 
supplements 0

D.6221 Other social insurance pension benefits 0 D.61SC Social insurance scheme service charges 0

D.6222 Other social insurance non-pension 
benefits 0 D.62 Social benefits other than social transfers 

in kind 0

D.623 Social assistance benefits in cash D.621 Social security benefits in cash 0

D.7 Other current transfers 16 D.6211 Social security pension benefits in cash 0

D.71 Net non-life insurance premiums 2 D.6212 Social security non-pension benefits in 
cash 0

D.711 Net non-life direct insurance premiums 1 D.622 Other social insurance benefits 0

D.712 Net non-life reinsurance premiums 1 D.6221 Other social insurance pension benefits 0

D.72 Non-life insurance claims 12 D.6222 Other social insurance non-pension 
benefits 0

D.721 Non-life direct insurance claims 0 D.623 Social assistance benefits in cash 0

D.722 Non-life reinsurance claims 12 D.7 Other current transfers 55

D.73 Current transfers within general 
government 0 D.71 Net non-life insurance premiums 11

D.74 Current international cooperation 1 D.711 Net non-life direct insurance premiums 0

D.75 Miscellaneous current transfers 1 D.712 Net non-life reinsurance premiums 11

D.751 Current transfers to NPISHs 0 D.72 Non-life insurance claims 3

D.752 Current transfers between households 1 D.721 Non-life direct insurance claims 3

D.759 Other miscellaneous current transfers 0 D.722 Non-life reinsurance claims 0

D.73 Current transfers within general 
government 0

D.8 Adjustment for the change in pension 
entitlements 0 D.74 Current international cooperation 22

D.75 Miscellaneous current transfers 10

D.751 Current transfers to NPISHs 0

D.752 Current transfers between households 7

D.759 Other miscellaneous current transfers 3

D.76 VAT- and GNI-based EU own resources 9

D.8 Adjustment for the change in pension 
entitlements 0

B.12 Current external balance –13
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8
Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account) (continued)

V.III: accumulation accounts
V.III.1: capital accounts

V.III.1.1: change in net worth due to current external balance and capital transfers account

Changes in assets Changes in liabilities and net worth

B.12 Current external balance –13

D.9r Capital transfers, receivable 4

D.91r Capital taxes, receivable

D.92r Investment grants, receivable 4

D.99r Other capital transfers, receivable

D.9p Capital transfers, payable –1

D.91p Capital taxes, payable

D.92p Investment grants, payable

D.99p Other capital transfers, payable –1

B.101 Changes in net worth due to current 
external balance and capital transfers –10

V.III.1.2: acquisition of non-financial assets

Changes in assets Changes in liabilities and net worth

NP Acquisitions less disposals of non-
produced assets 0 B.101 Changes in net worth due to current 

external balance and capital transfers –10

NP.1 Acquisitions less disposals of natural 
resources 0

NP.2 Acquisitions less disposals of contracts, 
Leases and licences 0

NP.3 Purchases less sales of goodwill and 
marketing assets 0

B.9 Net lending (+)/net borrowing (–) –10

Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account) (continued)

V.III.2: financial account

Changes in assets Changes in liabilities and net worth

F Net acquisition of financial assets 47 F Net acquisition of financial assets 57

F.1 Monetary gold and SDRs 1 F.1 Monetary gold and SDRs

F.11 Monetary gold 1 F.11 Monetary gold

F.12 SDRs 0 F.12 SDRs 0

F.2 Currency and deposits 11 F.2 Currency and deposits –2

F.21 Currency 3 F.21 Currency 1

F.22 Transferable deposits 2 F.22 Transferable deposits 0

F.221 Inter-bank positions F.221 Inter-bank positions

F.229 Other transferable deposits 2 F.229 Other transferable deposits

F.29 Other deposits 6 F.29 Other deposits –3
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V.III.2: financial account

Changes in assets Changes in liabilities and net worth

F.3 Debt securities 9 F.3 Debt securities 21

F.31 Short-term 2 F.31 Short-term 5

F.32 Long-term 7 F.32 Long-term 16

F.4 Loans 4 F.4 Loans 35

F.41 Short-term 3 F.41 Short-term 14

F.42 Long-term 1 F.42 Long-term 21

F.5 Equity and investment fund shares 12 F.5 Equity and investment fund shares 14

F.51 Equity 12 F.51 Equity 9

F.511 Listed shares 10 F.511 Listed shares 3

F.512 Unlisted shares 2 F.512 Unlisted shares 2

F.519 Other equity 0 F.519 Other equity 4

F.52 Investment fund shares/units 0 F.52 Investment fund shares/units 5

F.521 MMF shares/units 0 F.521 MMF shares/units 2

F.522 Non-MMF investment fund shares/units 0 F.522 Non-MMF investment fund shares/units 3

F.6 Insurance, pension and standardised 
guarantee schemes 0 F.6 Insurance, pension and standardised 

guarantee schemes 0

F.61 Non-life insurance technical reserves 0 F.61 Non-life insurance technical reserves 0

F.62 Life insurance and annuity entitlements 0 F.62 Life insurance and annuity entitlements 0

F.63 Pension entitlements 0 F.63 Pension entitlements 0

F.64 Claim of pension funds on pension 
managers 0 F.64 Claim of pension funds on pension 

managers 0

F.65 Entitlements to non-pension benefits 0 F.65 Entitlements to non-pension benefits 0

F.66 Provisions for calls under standardised 
guarantees 0 F.66 Provisions for calls under standardised 

guarantees 0

F.7 Financial derivatives and employee stock 
options 0 F.7 Financial derivatives and employee stock 

options 3

F.71 Financial derivatives 0 F.71 Financial derivatives 3

F.711 Options 0 F.711 Options 1

F.712 Forwards 0 F.712 Forwards 2

F.72 Employee stock options F.72 Employee stock options

F.8 Other accounts receivable/payable 10 F.8 Other accounts receivable/payable –14

F.81 Trade credits and advances 8 F.81 Trade credits and advances –1

F.89 Other accounts receivable/payable, 
excluding trade credits and advances 2 F.89 Other accounts receivable/payable, 

excluding trade credits and advances –13
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Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account) (continued)

V.III.3: other changes in assets accounts
V.III.3.1: other changes in volume of assets account

Other 
flows

K.1 Economic appearance of assets 0 K.1 Economic appearance of assets 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0

AN.21 Natural resources 0 AN.21 Natural resources 0

AN.22 Contracts, leases and licences 0 AN.22 Contracts, leases and licences 0

AN.23 Purchases less sales of goodwill and 
marketing assets 0 AN.23 Purchases less sales of goodwill and 

marketing assets 0

K.2 Economic disappearance of non-
produced assets 0 K.2 Economic disappearance of non-

produced assets 0

K.21 Depletion of natural resources 0 K.21 Depletion of natural resources 0

AN.21 Natural resources 0 AN.21 Natural resources 0

K.22 Other economic disappearance of non-
produced assets 0 K.22 Other economic disappearance of non-

produced assets 0

AN.21 Natural resources 0 AN.21 Natural resources 0

AN.22 Contracts, leases and licences 0 AN.22 Contracts, leases and licences 0

AN.23 Purchases less sales of goodwill and 
marketing assets 0 AN.23 Purchases less sales of goodwill and 

marketing assets 0

K.3 Catastrophic losses 0 K.3 Catastrophic losses 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0

AF Financial assets/liabilities 0 AF Financial assets/liabilities 0

K.4 Uncompensated seizures 0 K.4 Uncompensated seizures 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0

AF Financial assets 0 AF Financial assets 0

K.5 Other changes in volume n.e.c. 0 K.5 Other changes in volume n.e.c. 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0

AF Financial assets/liabilities 0 AF Financial assets/liabilities 0

K.6 Changes in classification 0 K.6 Changes in classification 0

K.61 Changes in sector classification and 
structure 0 K.61 Changes in sector classification and 

structure 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0

AF Financial assets/liabilities 0 AF Financial assets/liabilities 0

K.62 Changes in classification of assets and 
liabilities 0 K.62 Changes in classification of assets and 

liabilities 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0
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V.III.3: other changes in assets accounts
V.III.3.1: other changes in volume of assets account

Other 
flows

AF Financial assets/liabilities 0 AF Financial assets/liabilities 0

Total other changes in volume 0 Total other changes in volume 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.11 Fixed assets 0 AN.11 Fixed assets 0

AN.12 Inventories 0 AN.12 Inventories 0

AN.13 Valuables 0 AN.13 Valuables 0

AN.2 Non-produced non-financial assets 0 AN.2 Non-produced non-financial assets 0

AN.21 Natural resources 0 AN.21 Natural resources 0

AN.22 Contracts, leases and licences 0 AN.22 Contracts, leases and licences 0

AN.23 Purchases less sales of goodwill and 
marketing assets 0 AN.23 Purchases less sales of goodwill and 

marketing assets 0

AF Financial assets 0 AF Financial assets 0

AF.1 Monetary gold and SDRs 0 AF.1 Monetary gold and SDRs 0

AF.2 Currency and deposits 0 AF.2 Currency and deposits 0

AF.3 Debt securities 0 AF.3 Debt securities 0

AF.4 Loans 0 AF.4 Loans 0

AF.5 Equity and investment fund shares/units 0 AF.5 Equity and investment fund shares/units 0

AF.6 Insurance, pension and standardised 
guarantee schemes 0 AF.6 Insurance, pension and standardised 

guarantee schemes 0

AF.7 Financial derivatives and employee stock 
options 0 AF.7 Financial derivatives and employee stock 

options 0

AF.8 Other accounts receivable/payable 0 AF.8 Other accounts receivable/payable 0

Changes in net worth due to other 
changes in volume of assets 0 Changes in net worth due to other 

changes in volume of assets 0

Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account) (continued)

V.III.3: other changes in assets accounts
V.III.3.2: revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/losses (–) K.7 Nominal holding gains (+)/losses (–)

AN.2 Non-produced non-financial assets AF Financial assets/liabilities 15

AN.21 Natural resources AF.1 Monetary gold and SDRs 12

AN.22 Contracts, leases and licences AF.2 Currency and deposits 0

AN.23 Purchases less sales of goodwill and 
marketing assets AF.3 Debt securities 2

AF Financial assets 7 AF.4 Loans 0

AF.1 Monetary gold and SDRs 0 AF.5 Equity and investment fund shares/units 1

AF.2 Currency and deposits AF.6 Insurance, pension and standardised 
guarantee schemes 0

AF.3 Debt securities 4 AF.7 Financial derivatives and employee stock 
options 0

AF.4 Loans 0 AF.8 Other accounts payable 0
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V.III.3: other changes in assets accounts
V.III.3.2: revaluation account

Changes in assets Changes in liabilities and net worth

AF.5 Equity and investment fund shares/units 3

AF.6 Insurance, pension and standardised 
guarantee schemes 0

AF.7 Financial derivatives and employee stock 
options 0

AF.8 Other accounts receivable 0

B.103 Changes in net worth due to nominal 
holding gains/losses 4

V.III.3.2.1: neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses (–) K.71 Neutral holding gains (+)/losses (–)

AN.2 Non-produced non-financial assets AF Financial assets 22

AN.21 Natural resources AF.1 Monetary gold and SDRs 16

AN.22 Contracts, leases and licences AF.2 Currency and deposits 2

AN.23 Purchases less sales of goodwill and 
marketing assets AF.3 Debt securities 2

AF Financial assets 12 AF.4 Loans 0

AF.1 Monetary gold and SDRs AF.5 Equity and investment fund shares/units 0

AF.2 Currency and deposits 2 AF.6 Insurance, pension and standardised 
guarantee schemes 1

AF.3 Debt securities 3 AF.7 Financial derivatives and employee stock 
options 0

AF.4 Loans 1 AF.8 Other accounts payable 1

AF.5 Equity and investment fund shares/units 2

AF.6 Insurance, pension and standardised 
guarantee schemes 1

AF.7 Financial derivatives and employee stock 
options 0

AF.8 Other accounts receivable 3

B.1031 Changes in net worth due to neutral 
holding gains/losses 6

V.III.3.2.2: real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (+)/losses (–)

AN.2 Non-produced non-financial assets AF Financial assets –7

AN.21 Natural resources AF.1 Monetary gold and SDRs –4

AN.22 Contracts, leases and licences AF.2 Currency and deposits –2

AN.23 Purchases less sales of goodwill and 
marketing assets AF.3 Debt securities 0

AF Financial assets –5 AF.4 Loans 0

AF.1 Monetary gold and SDRs 0 AF.5 Equity and investment fund shares/units 1
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V.III.3.2.2: real holding gains/losses account

Changes in assets Changes in liabilities and net worth

AF.2 Currency and deposits –2 AF.6 Insurance, pension and standardised 
guarantee schemes –1

AF.3 Debt securities 1 AF.7 Financial derivatives and employee stock 
options 0

AF.4 Loans –1 AF.8 Other accounts payable –1

AF.5 Equity and investment fund shares/units 1

AF.6 Insurance, pension and standardised 
guarantee schemes –1

AF.7 Financial derivatives and employee stock 
options

AF.8 Other accounts receivable –3

B.1032 Changes in net worth due to real holding 
gains/losses –2

Table 8.16 — Full sequence of accounts for the rest of the world (external transactions account) (continued)

V.IV: external assets and liabilities account
V.IV.1: opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 0 AF Financial liabilities 1 274

AN.2 Non-produced non-financial assets 0 AF.1 Monetary gold and SDRs 770

AN.21 Natural resources 0 AF.2 Currency and deposits 116

AN.22 Contracts, leases and licences 0 AF.3 Debt securities 77

AN.23 Purchases less sales of goodwill and 
marketing assets 0 AF.4 Loans 17

AF.5 Equity and investment fund shares/units 203

AF Financial assets 805 AF.6 Insurance, pension and standardised 
guarantee schemes 25

AF.1 Monetary gold and SDRs AF.7 Financial derivatives and employee stock 
options 7

AF.2 Currency and deposits 105 AF.8 Other accounts payable 59

AF.3 Debt securities 125

AF.4 Loans 70

AF.5 Equity and investment fund shares/units 345

AF.6 Insurance, pension and standardised 
guarantee schemes 26

AF.7 Financial derivatives and employee stock 
options 0

AF.8 Other accounts receivable 134

B.90 Net worth –469

V.IV.2: changes in balance sheet

Changes in assets Changes in liabilities and net worth

AN Non-financial assets AF Financial liabilities 72

AN.2 Non-produced non-financial assets AF.1 Monetary gold and SDRs 12
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V.IV.2: changes in balance sheet

Changes in assets Changes in liabilities and net worth

AN.21 Natural resources AF.2 Currency and deposits –2

AN.22 Contracts, leases and licences AF.3 Debt securities 23

AN.23 Purchases less sales of goodwill and 
marketing assets AF.4 Loans 35

AF.5 Equity and investment fund shares/units 15

AF Financial assets 54 AF.6 Insurance, pension and standardised 
guarantee schemes 0

AF.1 Monetary gold and SDRs 1 AF.7 Financial derivatives and employee stock 
options 3

AF.2 Currency and deposits 11 AF.8 Other accounts payable –14

AF.3 Debt securities 13

AF.4 Loans 4

AF.5 Equity and investment fund shares/units 15

AF.6 Insurance, pension and standardised 
guarantee schemes 0

AF.7 Financial derivatives and employee stock 
options 0

AF.8 Other accounts receivable 10

B.10 Changes in net worth Due to: –6

B.101 Current external balance and capital 
transfers –10

B.102 Other changes in volume of assets 0

B.103 Nominal holding gains/losses 4

B.1031 Neutral holding gains/losses 6

B.1032 Real holding gains/losses –2

V.IV.3: closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets AF Financial liabilities 1 346

AN.2 Non-produced non-financial assets AF.1 Monetary gold and SDRs 782

AN.21 Natural resources AF.2 Currency and deposits 114

AN.22 Contracts, leases and licences AF.3 Debt securities 100

AN.23 Purchases less sales of goodwill and 
marketing assets AF.4 Loans 52

AF.5 Equity and investment fund shares/units 218

AF Financial assets 859 AF.6 Insurance, pension and standardised 
guarantee schemes 25

AF.1 Monetary gold and SDRs 1 AF.7 Financial derivatives and employee stock 
options 10

AF.2 Currency and deposits 116 AF.8 Other accounts payable 45

AF.3 Debt securities 138

AF.4 Loans 74

AF.5 Equity and investment fund shares 360



8 The sequence of accounts

262 European system of accounts — ESA 2010 

V.IV.3: closing balance sheet

Assets Liabilities and net worth

AF.6 Insurance, pension and standardised 
guarantee schemes 26

AF.7 Financial derivatives and employee stock 
options

AF.8 Other accounts receivable 144

B.90 Net worth –475

Goods and services account (0)

8.78 The purpose of the goods and services account is to 
show, by product group and for the total economy, 
the supply of products and their uses. The account 
is not part of the sequence of accounts, but rather 
an underpinning identity between the supply and 
use of products in the economy. It represents at 
aggregate level the matching of supply and use of 
products in the rows of the supply and use tables.

8.79 It therefore shows, by product group and for the 
total economy, the resources (output and imports) 
and the uses of goods and services (intermedi-
ate consumption, final consumption, gross fixed 

capital formation, changes in inventories, acquisi-
tions less disposals of valuables, and exports).

8.80 Given the way in which output is valued at basic 
prices and uses at purchasers’ prices, taxes (less 
subsidies) on products must be included in the 
resources section.

8.81 Uses are recorded on the right-hand side of the 
goods and services account and resources on the 
left, i.e. on the opposite side from that used in the 
current accounts for the institutional sectors, since 
the product flows are the counterparts of the mon-
etary flows.

8.82 The goods and services account is by definition in 
balance and, therefore, has no balancing item.

Table 8.17 — Account 0: goods and services account

Resources Uses

P.1 Output 3 604 P.2 Intermediate consumption 1 883

P.11 Market output 3 077 P.3 Final consumption expenditure 1 399

P.12 Output for own final use 147 P.31 Individual consumption expenditure 1 230

P.13 Non-market output 380 P.32 Collective consumption expenditure 169

D.21 Taxes on products 141 P.5g Gross capital formation 414

D.31 Subsidies on products –8 P.511 Acquisitions less disposals of fixed assets 359

P.7 Imports of goods and 
services 499 P.5111 Acquisitions of new fixed assets 358

P.71 Imports of goods 392 P.5112 Acquisition of existing fixed assets 9

P.72 Imports of services 107 P.5113 Disposals of existing fixed assets –8

P.512 Costs of ownership transfer on non-produced assets 17

P.52 Change in inventories 28

P.53 Acquisitions less disposals of valuables 10

P.6 Exports of goods and services 540

P.61 Exports of goods 462

P.62 Exports of services 78
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Integrated economic accounts

8.83 The integrated economic accounts give a concise 
overview of the accounts of an economy, namely 
the current accounts, accumulation accounts and 
balance sheets. 

They bring together in the same table the accounts 
of all the institutional sectors, the total economy 
and the rest of the world, and balance all the flows 
and all the assets and liabilities. They also enable 
the aggregates to be read off directly.

8.84 In the table of integrated economic accounts, uses, 
assets and changes in assets are recorded on the 
left-hand side, while resources, liabilities, changes 
in liabilities and net worth are recorded on the 
right-hand side.

8.85 To make the table readable while giving a picture 
of the whole economic process, the levels of aggre-
gation used are the highest compatible with an 
understanding of the structure of the system.

8.86 The columns in the table represent the institu-
tional sectors, namely: non-financial corporations, 
financial corporations, general government, non-
profit institutions serving households, and house-
holds. There are also a column for the total econ-
omy, a column for the rest of the world, and a col-
umn which balances uses and resources of goods 
and services.

8.87 The rows in the table represent the various catego-
ries of transactions, assets and liabilities, balancing 
items and certain aggregates 
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8

Aggregates

8.88 The aggregates are summary indicators of the result 
of the activity of the total economy and key magni-
tudes for purposes of macroeconomic analysis and 
comparisons over time and space.

Gross domestic product at market prices 
(GDP)

8.89 Gross domestic product at market prices is the 
final result of the production activity of resident 
producer units. It can be defined in three ways:

(a) production approach: GDP is the sum of gross 
value added of the various institutional sectors 
or the various industries plus taxes and less sub-
sidies on products (which are not allocated to 
sectors and industries). It is also the balancing 
item in the total economy production account;

(b) expenditure approach: GDP is the sum of final 
uses of goods and services by resident institu-
tional units (final consumption and gross capi-
tal formation), plus exports and minus imports 
of goods and services;

(c) income approach: GDP is the sum of uses in the 
total economy generation of income account 
(compensation of employees, taxes on pro-
duction and imports less subsidies, gross oper-
ating surplus and mixed income of the total 
economy).

8.90 By deducting consumption of fixed capital from 
GDP, we obtain net domestic product at market 
prices (NDP).

Operating surplus of the total economy

8.91 The gross (or net) operating surplus of the total 
economy is the sum of the gross (or net) operating 
surpluses of the various industries or the various 
institutional sectors.

Mixed income of the total economy

8.92 The gross (or net) mixed income of the total econ-
omy is identical to the gross (or net) mixed income 
of the households sector.

Entrepreneurial income of the total 
economy

8.93 The gross (or net) entrepreneurial income of the 
total economy is the sum of the gross (or net) 
entrepreneurial incomes of the various sectors.

National income (at market prices)

8.94 Gross (or net) national income (at market prices) 
represents total primary income receivable by res-
ident institutional units: compensation of employ-
ees, taxes on production and imports less subsidies, 
property income (receivable less payable), (gross 
or net) operating surplus and (gross or net) mixed 
income.

Gross national income (at market prices) equals 
GDP minus primary income payable by resident 
institutional units to non-resident institutional 
units plus primary income receivable by resident 
institutional units from the rest of the world.

National income is not a production concept but 
an income concept, which is more significant if 
expressed in net terms, i.e. after deduction of the 
consumption of fixed capital.

National disposable income

8.95 Gross (or net) national disposable income is the 
sum of the gross (or net) disposable incomes of 
the institutional sectors. Gross (or net) national 
disposable income equals gross (or net) national 
income (at market prices) minus current transfers 
(current taxes on income, wealth etc., social contri-
butions, social benefits and other current transfers) 
payable to non-resident units, plus current trans-
fers receivable by resident units from the rest of the 
world.

Saving

8.96 This aggregate measures the portion of national 
disposable income that is not used for final con-
sumption expenditure. Gross (or net) national sav-
ing is the sum of the gross (or net) savings of the 
various institutional sectors.
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Current external balance

8.97 The balancing item in the external account of pri-
mary income and current transfers represents the 
surplus (if it is negative) or the deficit (if it is pos-
itive) of the total economy on its current trans-
actions (trade in goods and services, primary 
incomes, current transfers) with the rest of the 
world

Net lending (+) or borrowing (–) of the total 
economy

8.98 The net lending (+) or borrowing (–) of the total 
economy is the sum of the net lending or borrow-
ing of the institutional sectors. It represents the net 
resources that the total economy makes available 
to the rest of the world (if it is positive) or receives 
from the rest of the world (if it is negative). The net 
lending (+) or borrowing (–) of the total economy 
is equal but of opposite sign to the net borrowing 
(–) or lending (+) of the rest of the world.

Net worth of the total economy

8.99 The net worth of the total economy is the sum of 
the net worth of the institutional sectors. It rep-
resents the value of the non-financial assets of the 
total economy minus the balance of financial assets 
and liabilities of the rest of the world.

General government expenditure and 
revenue

General government expenditure and revenue are defined 
by reference to a list of the ESA categories.

8.100 Government expenditure comprises the following 
ESA categories, recorded under the use side of gen-
eral government accounts, with the exception of 
D.3 which is recorded under the resource side of 
general government accounts:

P.2 Intermediate consumption

P.5 Gross capital formation

D.1 Compensation of employees

D.29 Other taxes on production, payable

D.3 Subsidies, payable

D.4 Property income, payable

D.5 Current taxes on income, wealth, etc.

D.62  Social benefits other than social trans-
fers in kind

D.632  Social transfers in kind - purchased 
market production

D.7 Other current transfers

D.8  Adjustment for the change in pension 
entitlements

D.9p Capital transfers, payable

NP  Acquisitions less disposals of non-pro-
duced assets

Government revenue comprises the following 
ESA categories, recorded under the resource side 
of general government accounts, with the excep-
tion of D.39 which is recorded under the use side 
of general government accounts:

P.11 Market output

P.12 Output for own final use

P.131 Payments for non-market output

D.2  Taxes on production and imports, 
receivable

D.39  Other subsidies on production, 
receivable

D.4 Property income, receivable

D.5 Current taxes on income, wealth, etc.

D.61 Net social contributions

D.7 Other current transfers

D.9r Capital transfers, receivable

By definition, the difference between general gov-
ernment revenue and general government expend-
iture is net lending (+)/net borrowing (–) of the 
general government sector.

The transactions D.41 (interest), D.73 (cur-
rent transfers within general government), D.92 
(investment grants) and D.99 (other capital trans-
fers) are consolidated. The other transactions are 
not consolidated.



Supply and use tables and the input-output framework

275  European system of accounts — ESA 2010

9

CHAPTER 9

Supply and use tables and the input-output framework

Introduction

9.01 The purpose of this Chapter is to provide an over-
view of supply and use tables and of the input-out-
put framework.

9.02 The core of the input-output framework is the sup-
ply and use tables in current prices and prices of the 
previous year. The framework is completed by the 
symmetric input-output tables which are derived 
from the supply and use tables by using assump-
tions or additional data.

The supply and use and symmetric input-output 
tables can be extended and modified for specific 
purposes such as productivity accounts, labour 
accounts, quarterly accounts, regional accounts 
and environmental accounts in monetary or phys-
ical terms.

9.03 Supply and use tables are matrices describing the 
values of transactions in products for the national 
economy categorised by product type and indus-
try. These tables show:

(a) the structure of the costs of production, and the 
income generated in the production process;

(b) the flows of goods and services produced within 
the national economy;

(c) the flows of goods and services between the 
domestic economy and the rest of the world; 
for analysis in a European context, a distinction 
is required between intra-EU flows and flows 
with countries outside the EU.

9.04 A supply table shows the supply of goods and ser-
vices by product and by producing industry, and 
distinguishes supply amongst domestic industries 
and imports. A schematic outline of a supply table 
is given in Table 9.1.

Table 9.1 — Schematic outline of a supply table

Supplies Producing industries Rest of the world Totals

Products Output values Import values Total supply by product

Totals Total industry output Total imports Total supply

9.05 A use table shows the use of goods and services cat-
egorised by product and by type of use. The uses 
shown in the columns are as follows:

(a) intermediate consumption by industry;

(b) final consumption expenditure: households, 
government and NPISH;

(c) gross capital formation; and

(d) exports.

In the columns under the intermediate consump-
tion by industry, the table shows the components 
of gross value-added, as follows:

(a) compensation of employees;

(b) other taxes less subsidies on production;

(c) net mixed income, net operating surplus and 
consumption of fixed capital.
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A schematic outline of a use table is given in 
Table 9.2 below.

Table 9.2 — Schematic outline of a use table

Uses Industries Final consumption Gross capital 
formation

Rest of the 
world

Total

Products

Total Intermediate consumption Final consumption Gross capital 
formation Exports Total use

Components 
of value 
added

Compensation of employees
Other taxes less subsidies
Net operating surplus
Consumption of fixed capital

9.06 In the supply and use tables the following identities 
apply:

(a) for each industry, output equals intermediate 
consumption plus gross value added;

(b) for each product, supply equals the sum of all 
uses, shown in balanced rows in the supply and 
use framework.

 This identity is valid only when supply and use 
are on the same valuation basis, i.e. both at pur-
chasers’ prices or both at basic prices (see para-
graphs 9.30 to 9.33).

 Accordingly, for each product:

  supply at purchasers’ prices is equal to

  output of the product at basic prices

  plus imports at basic prices

  plus trade and transport margins

  plus taxes less subsidies on products

  which  is equal to use of the product at pur-
chasers’ prices, which is equal to

  intermediate demand for the product

  plus final consumption expenditure

  plus gross capital formation

  plus exports.

 At the level of the total economy, total inter-
mediate demand is equal to total intermedi-
ate consumption, trade and transport margins 

sum to zero over the whole economy as they 
are matched by the output of the margin indus-
tries, and so this identity can be stated as:

 output + imports + taxes on products less subsi-
dies on products = Intermediate consumption 
+ final consumption +gross capital formation + 
exports

 therefore

 output – intermediate consumption + taxes on 
products less subsidies on products

 = final consumption + gross capital formation 
+ exports less imports

 which shows the equivalence of the produc-
tion and expenditure approaches to measuring 
GDP;

(c) gross value-added as the difference between out-
put and intermediate consumption by industry. 
It is identical to the sum of the incomes gen-
erated. So gross value-added equals the sum 
of compensation of employees, consumption 
of fixed capital, net operating surplus/mixed 
income, and other taxes less subsidies on pro-
duction. This enables the consistency of the 
income approach to measuring GDP to be 
checked with the production approach.

9.07 Supply and use tables are the central framework for 
industry analyses, such as analysis of output, value 
added, compensation of employees, employment, 
operating surplus/mixed income, taxes (less subsi-
dies) on production, gross fixed capital formation, 
consumption of fixed capital and capital stock.
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9.08 The supply and use tables contain the flows in the 

following accounts:

(a) the goods and services account;

(b) the production account;

(c) the generation of income account.

These accounts show the generation of income 
and the supply and use of goods and services by 

institutional sector. The supply and use tables can 
complement this information by showing a break-
down by industry and by showing volume and price 
changes. The information by institutional sector in 
the sector accounts and the information by indus-
try in the supply and use tables can be linked by a 
cross-classification table such as that given in Table 
9.3 below.

Table 9.3 — Table linking supply and use tables to sector accounts

Industries (NACE) Total

Sector

S.11 Non-financial corporations

Intermediate consumption

Gross value added

Compensation of employees

Other taxes less subsidies on production

Consumption of fixed capital

Net operating surplus/mixed income

Output

Gross fixed capital formation

Stock of fixed assets

Employment

S.12 Financial corporations

Intermediate consumption

…

Employment

S.13 General government

S.14 Households

S.142 Own-account workers

Services of owner-occupied dwellings

S.15 NPISH

Sector totals

Intermediate consumption

…

Employment

9.09 A symmetric input-output table is shown in Table 
9.4, and is a matrix showing how supply matches 
uses using a product-by-product or industry-by-
industry categorisation of output and the detailed 
transactions of intermediate consumption and 
final uses. There is one major conceptual difference 

between a symmetric input-output table and a use 
table: in the use table, the entries show how prod-
ucts are used by industries in intermediate con-
sumption, whereas in a symmetric input-output 
table there are two alternative presentations:
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(a) the entries show how products are used as inter-
mediate consumption to make products; or

(b) the entries show how the outputs of industry 
are used in the intermediate consumption of 
other industries to create the industrial output.

Accordingly, in a symmetric input-output table 
either a product or an industry classification is 
employed for both rows and columns.

Table 9.4 — Schematic outline of a symmetric input-output table, for products

Products 
produced

Final consumption Gross capital 
formation

Rest of the world Total

Products used Intermediate 
consumption

Final consumption 
of households, 
NPISHs and 
government

Gross capital 
formation

Exports

Totals

Components of 
gross value added

Rest of the world

Total

9.10 Most statistical information that can be obtained 
from producer units indicates what type of prod-
ucts they have produced and sold and, usually in 
less detail, what type of products they have bought 
and used. The format of the supply and use tables is 
designed to fit in with this type of statistical infor-
mation (i.e. products used by industry).

9.11 By contrast, information of a product-by-product 
or industry-by-industry nature as required by the 
symmetric input-output table is not often availa-
ble. For example, surveys of industries usually pro-
vide information about the type of products used 
in production, and about the products produced 
and sold. Information on inputs used in making 
specific products is usually not available.

9.12 Information arranged in the form of supply and use 
tables is the starting point for constructing the more 
analytical form of symmetric input-output tables. The 
industry by product information in the supply and 
use tables can be converted into symmetric tables, 
by adding extra information on the input structures, 
or by assuming identical input structures or market 
shares by product or by industry.

9.13 Supply and use tables and the input-output frame-
work combine three different roles:

— description,

— statistical tool,

— tool for analysis.

Description

9.14 Supply and use tables give a systematic description 
of the generation of income and supply of product, 
and use by industry. Developments of the inputs 
and outputs of production processes of individual 
industries are shown in the context of the national 
economy, i.e. related to the production processes 
of other domestic industries and the rest of the 
world and final consumption expenditure.

A major role of supply and use tables is to show 
changes in the structure of the economy, e.g. 
changes in the importance of various industries, 
changes in the inputs used and outputs produced 
and changes in the composition of final consump-
tion expenditure, gross capital formation, imports 
and exports. Such changes may reflect develop-
ments such as globalisation, outsourcing, innova-
tion and changes in labour costs, taxes, oil prices 
and exchange rates.

Supply and use tables in prices of the previous year 
are used to compile GDP volume growth statis-
tics, for describing changes in economic structure 
in nominal or volume terms. They also provide 
a framework in which to present national price 
changes and changes in labour costs.
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Statistical tool

9.15 Using information on production, expenditure 
and income in the construction of supply and 
use tables, and reconciling inconsistent estimates, 
generates a reliable and balanced set of national 
accounts, including the estimates of key aggregates 
such as GDP in current prices and prices of the 
previous year.

9.16 In measuring GDP at market prices, three 
basic approaches can be adopted: the produc-
tion approach, the expenditure approach and the 
income approach. These three different approaches 
are used in the compilation of the supply and use 
tables as follows:

(a) according to the production approach, GDP at 
market prices is equal to output at basic prices 
minus intermediate consumption at pur-
chasers’ prices, plus taxes (less subsidies) on 
products;

(b) according to the expenditure approach, GDP at 
market prices is equal to the sum of final use 
categories minus imports: final consumption 
expenditure + gross capital formation + exports 
– imports;

(c) according to the income approach, GDP at 
market prices is equal to the sum of compensa-
tion of employees, consumption of fixed capi-
tal, other taxes less subsidies on production and 
net operating surplus/mixed income, plus taxes 
less subsidies on products.

A single estimate of GDP at market prices is derived 
when the supply and use tables are balanced.

9.17 The supply and use tables are, in particular, use-
ful for estimating GDP at market prices accord-
ing to the production approach and expenditure 
approach. Major data sources for this are busi-
ness surveys and administrative data such as VAT 
records and excise duties. Supply and use tables are 
used to combine information from the production 
and expenditure approaches by calculating and bal-
ancing supply and use at the product level. In this 
method, supply of a specific product is calculated 
and allocated to various uses, such as final con-
sumption expenditure of households, intermedi-
ate consumption and exports. The income method 

does not provide the same robust balancing exer-
cise, as operating surplus and mixed income are 
usually estimated as a residual on the basis of infor-
mation from the other two approaches. However, 
the income method improves the balancing when 
the structure of the factor income components 
can be estimated. The consistency of supply and 
use tables with the sector accounts can be checked 
through linkage tables as shown in Table 9.3. This 
confrontation can help in the estimation of GDP 
at market prices, by comparing information from 
the profit-and-loss accounts of companies with the 
equivalent industry estimates.

9.18 The supply and use tables serve a variety of statisti-
cal purposes:

(a) identifying gaps and inconsistencies in data 
sources;

(b) making estimates by residual, for example esti-
mating the final consumption of specific prod-
ucts as a residual after other uses of the prod-
ucts have been allocated;

(c) making estimates by extrapolating figures from 
a base period to later periods for which less 
reliable information is available. For example, 
annual figures may be estimated on the basis of 
the detailed supply and use figures for a bench-
mark year, and later quarterly figures can be 
estimated by extrapolating from the reference 
period;

(d) checking and improving the consistency, plau-
sibility and completeness of figures in the sup-
ply and use tables and derived figures such as 
those in the production accounts. To this end, 
the balancing process is not limited to supply 
and use tables at current prices:

(1) with the aid of the tables such as Table 9.3 showing 
the linkage with the sector accounts, a direct com-
parison can be made between production, expend-
iture and income estimates from the supply and 
use system, and those from independent sources 
used in the sector accounts. Reconciliation at this 
stage guarantees that, following the supply and use 
balancing process, consistency is obtained between 
the supply and use tables and the sector accounts;

(2) deriving symmetric input-output tables from the 
supply and use tables can give feedback revealing 
inconsistencies and weaknesses in the supply and 
use tables.
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(3) by compiling supply and use tables at current 
prices and in volume terms for two or more years, 
estimates of changes in volumes, values and prices 
can be balanced simultaneously: compared to 
compiling and balancing supply and use tables for 
a single year in isolation at current prices only, this 
is a major extension of the effectiveness of the sup-
ply and use framework;

(e) weighting and calculation of index numbers 
and price and volume measures, e.g. of GDP 
by deflating final uses by product or of GDP 
by applying the double-deflation method by 
industry. Deflation is carried out at the low-
est possible level of aggregation of transac-
tions, consistent with reliable estimates of price 
movements, for the following reasons:

(1) generally speaking, price and volume indica-
tors will be more representative at a low level of 
aggregation;

(2) quality change can be measured better at a lower 
level of aggregation, e.g. changes in the composi-
tion of the supply or use of a product group can be 
taken into account;

(3) available price indices from price statistics are 
often of the Laspeyres type. The objection that 
they are applied in place of the theoretically more 
appropriate Paasche type is less severe if they are 
used at a low level of aggregation.

Balancing of supply and use of a product is eas-
ier when the number of products distinguished is 
higher and the source data is available at this level 
of detail. The quality of the balanced results will be 
higher; this is in particular true when there are data 
gaps.

Tool for analysis

9.19 A major analytic strength of input-output tables is 
that they enable the measurement of not only first 
order effects when there are, for example, changes 
in energy prices or labour costs, but also second 
order and more indirect effects. For example, a 
significant increase in energy prices will affect not 
only those industries that use energy intensively, 
but also those industries that use the outputs of 
energy-intensive producers. Such indirect effects 
can be highly relevant, as they are sometimes more 
significant than the direct effects.

Supply and use tables in more detail

Classifications

9.20 The classification used for industries in supply, use 
and input-output tables is the NACE and the clas-
sification employed for products is the CPA; these 
classifications are fully aligned to each other: at 
each level of aggregation, the CPA shows the prin-
cipal products of the industries according to the 
NACE.

9.21 In the supply and use tables, the classification for 
products is at least as detailed as the classification 
for industries, e.g. the three-digit level of the CPA 
and the two digit-level of the NACE.

9.22 Industry and product classifications can be based 
on three different types of criteria: supply-criteria, 
demand-criteria and size. For productivity analy-
sis, products and their producers are in principle 
classified by type of production process. For anal-
ysis of demand, products are classified by simi-
larity of purpose, for example luxury goods are 
grouped together, or similarity of marketing rela-
tionship such as the sales outlet type. For input-
output analysis, the same classification of prod-
ucts or industries is used for supply and demand. 
The classification is defined in such a way that the 
size of each class is not too small or too large a part 
of the national economy. For international classi-
fications, this implies that the quantitative impor-
tance of most of the classes is substantial in many 
countries.

9.23 The industry and product classifications in the 
national accounts are necessarily based on a mix-
ture of such criteria and also the legacy of history. 
They are mainly defined from a producers’ point 
of view, and so less well suited to analysing sup-
ply and demand. Compilers and users of national 
accounts data on industries and products should 
have a good notion of what is actually included and 
excluded in each of the groups and their implica-
tions. For example, the industry real estate activi-
ties include the services of owner-occupied dwell-
ings and the industry insurance excludes social 
security funds.

9.24 Local KAUs within one industry can have different 
production processes. This may reflect substantial 
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differences in vertical integration, with ancillary 
activities such as cleaning, transport, administra-
tion and canteen services contracted out, machin-
ery rented, labour contracted in via temporary 
agencies, and marketing. It may also reflect dif-
ferences between legal and illegal producers or 
between producers in different regions.

9.25 Due to the changing economic importance of dif-
ferent industries and products, changes in produc-
tion processes and the appearance of new prod-
ucts, the industry and product classifications are 
updated regularly. However, a balance has to be 
struck between keeping abreast of changes in the 
economy, and the need for comparability of data 
over time combined with the costs involved of such 
major changes for the producers and users of the 
data.

9.26 The product classification in the supply and use 
tables is generally more detailed than the industry 
classification. There are four major reasons for this:

(a) available data on products are often much more 
detailed than those on industries;

(b) the characteristic output of one industry may 
be subject to substantially different tax regimes 
and prices, for example when there is price dis-
crimination. Compilation and analysis benefit 
from different products being distinguished;

(c) to enable high quality deflation and the estima-
tion of measures in volume terms, the product 
groups are homogeneous and well linked to the 
available price deflators;

(d) to ensure a transparent compilation process, 
separate products are needed to reveal major 
specific national accounts conventions, such 
as the services of owner-occupied dwellings, 
insurance and the market and non-market out-
put by government units.

9.27 The distinction between market output, output for 
own final use and non-market output is only to be 
used for the total output by industry; the distinc-
tion is not required for each product group.

9.28 The distinction between market producers, pro-
ducers for own final use and non-market produc-
ers is used for industry when such different types of 
producers are present. In general, this distinction 

will therefore only be used for sub-classifying a 
very limited number of industries such as health 
care and education.

9.29 For analysing the economy of Member States from 
a European perspective or for deriving supply and 
use tables for the whole EU, imports and exports 
are subdivided into:

(a) intra-EU flows, distinguishing between within 
the European Monetary Union and with other 
Member States;

(b) imports and exports with non-EU countries.

Valuation principles

9.30 In the supply table, flows of goods and services are 
valued at basic prices. In the use table, the flows of 
goods and services are valued at purchasers’ prices. 
In order to have a consistent valuation for the sup-
ply and use tables, Table 9.5 shows the transition 
of supply at basic prices to supply at purchasers’ 
prices. As supply equals use for products, two iden-
tities now hold:

(a) supply at purchasers’ prices is equal to use at 
purchasers’ prices;

(b) supply at basic prices is equal to use at basic 
prices.

9.31 Gross value added is recorded at basic prices. It is 
output valued at basic prices less intermediate con-
sumption valued at purchasers’ prices.

9.32 Gross value added at factor cost is not a concept 
used in the ESA. It can be derived from value added 
at basic prices by subtracting other taxes (less sub-
sidies) on production.

9.33 The transition from supply at basic prices to pur-
chasers’ prices involves:

(a) reallocating trade margins;

(b) reallocating transport margins;

(c) adding taxes on products (except deductible 
VAT);

(d) deducting subsidies on products.

A similar transition applies to transforming use at 
purchasers’ prices into use at basic prices; however, 
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this will amount to deducting taxes on products 
and adding subsidies on products. Tables 9.8 and 
9.9 show the transition in more detail. These tables 
also serve analytical purposes, such as analysis of 
prices and analysis of the consequences of changes 
in the rates of taxes on products.

9.34 Thus, the following tables result from the balancing 
process:

(a) supply and use Tables 9.5 and 9.6 showing the 
final results of balancing totals of supply and 
use by products at purchasers’ prices;

(b) the tables on trade and transport margins 
(Table 9.7) and on taxes (less subsidies) on 
products (Table 9.8).

Table 9.5 — Supply table at basic prices, and the transformation into purchasers’ prices

Supplies Industries (NACE) Rest of the 
world

Total supply at 
basic prices

Trade and 
transport 
margins

Taxes less 
subsidies on 

products

Total supply 
at purchasers’ 

prices

Products (CPA)
1
2
3
4

Output by product 
and industry

Imports by 
product
(CIF)

Total supply by 
product

Total Total output by 
industry 0

Market output 0

Output for own 
final use 0 0

Non-market output 0

Table 9.6 — Use table at purchasers’ prices

Uses Industries (NACE) Final consumption Gross capital formation Rest of the world Total

Products (CPA)
1
2
3
4
…

Intermediate 
consumption 
of products by 
industry

Final consumption 
expenditure by 
product and by
(a) households
(b) NPISH
(c) government

Gross capital formation by 
product and by
(a)  gross fixed capital 

formation
(b) changes in valuables
(c) changes in inventories

Exports by product 
(FOB)

Total use by 
product

Total
Total intermediate 
consumption by 
industry

Total final 
consumption

Total gross capital 
formation Total exports Total use of 

products

Compensation of 
employees
Other taxes less subsidies 
on production
Consumption of fixed 
capital
Net operating surplus
Mixed income

Gross value added 
components by 
industry

Total Total inputs by 
industry

Supplementary 
information
Gross fixed capital 
formation
Fixed capital stock
Employment
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Trade and transport margins

Table 9.7 — Trade and transport margins — supply

Trade and transport margins on the supply of products

Wholesale trade Retail trade Transport Trade and transport margins

Products (CPA)
1
2
3
4

Trade and transport margins on total 
supply by product

Total Total wholesale trade Total retail trade Total transport Total margins on supply by product

Table 9.7 — Trade and transport margins — use (continued)

Trade and transport margins on the use of products

Industries (NACE) Final consumption Gross capital formation Exports
Trade and 
transport 
margins

Products (CPA)
1
2
3
4

Trade and 
transport margins 
on intermediate 
consumption by 
product and by 
industry

Trade and transport 
margins on final 
consumption expenditure 
by product and by
(a) households
(b) NPISH
(c) government

Trade and transport 
margins on gross capital 
formation by product 
and by
(a)  gross fixed capital 

formation
(b) changes in valuables
(c) changes in inventories

Trade and 
transport 
margins on 
exports

Trade and 
transport 
margins on 
total use by 
product

Total

Trade and 
transport margins 
on intermediate 
consumption, total 
by industry

Total trade and transport 
margins on final 
consumption

Total trade and transport 
margins on gross capital 
formation

Total 
trade and 
transport 
margins on 
exports

Total margins 
on use by 
product

9.35 Part of the transition of supply tables from basic 
prices to purchasers’ prices, and the transition of 
use tables at purchasers’ prices into basic prices, is 
the reallocation of trade margins. Valuation at basic 
prices implies that the trade margins are recorded 
as part of the product trade, while valuation at pur-
chasers’ prices implies that the trade margins are 
allocated to the products to which they apply. The 
same situation holds for transport margins.

9.36 The total of trade margins by product is equal to 
the total of trade margins by the trade industries 
plus the trade margins by other industries. The 
same identity holds for transport margins.

9.37 Transport margins include transportation costs 
paid separately by the purchaser and included in 
the use of products at purchasers’ prices but not 
in the basic prices of a manufacturers’ output or 

in the trade margins of wholesale or retail traders. 
Such transport margins include in particular:

(a) transport of goods from where they are man-
ufactured to where the purchaser takes deliv-
ery of them, in the event that the manufacturer 
pays a third party for the transport and pro-
vided that this amount is invoiced separately to 
the purchaser;

(b) transport of goods arranged by the manufac-
turer or by the wholesale or retail trader in such 
a way that the purchaser has to pay separately 
for the transport costs even when the trans-
port is carried out by the manufacturer or the 
wholesale or retail trader themselves.

9.38 All other costs of transporting goods are not 
recorded as transport margins, e.g.:
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(a) if the manufacturer transports the goods him-
self, such transportation costs are included in 
the basic prices of the manufacturer’s output; 
this transport represents an ancillary activity 
and the individual costs of transport are not 
identifiable as transportation costs;

(b) if the manufacturer arranges for the goods to be 
transported without a separate invoice for the 
transport services, such transportation costs 
are included in the basic prices of the manu-
facturer’s output; such transportation costs are 
identifiable as such and are recorded as part of 
the manufacturer’s intermediate consumption;

(c) if wholesale and retail traders arrange for goods 
to be moved from where they take delivery of 
them to where another purchaser takes deliv-
ery, the costs involved are included in the trade 
margin if no separate charge is made for trans-
portation to the purchaser. Again, as with man-
ufacturers, such costs represent an ancillary 
activity of wholesale and retail traders or the 
purchase of an intermediate service, thus enter-
ing trade margins but not transport margins;

(d) if a household buys goods for final consump-
tion purposes and arranges for transport by 
a third party, the transport costs involved are 
recorded as final consumption expenditure on 
transport services and not included in trade or 
transport margins.

9.39 Table 9.7 shows a somewhat simplified picture of a 
trade and transport margins matrix, for the follow-
ing reasons.

(a) In transforming the uses, a distinction needs 
to be made between wholesale trade and retail 
trade in order to take account of the differ-
ences in their prices. In drawing up the tables, 
it should be borne in mind that wholesale trad-
ers sell directly to households as well as indus-
tries, for example furniture, and that retail trad-
ers sell to industries such as cafes and restau-
rants, as well as households.

(b) In calculating and analysing trade margins 
on products for final consumption expendi-
ture by households, for each product group 

the most important distribution channels may 
also be distinguished in order to take account 
of the differences in their prices; the distinction 
between wholesale trade and retail trade is not 
detailed enough. For example, goods and ser-
vices can be bought by households in a super-
market, a grocery, flower shop, department 
store, abroad or obtained as income in kind. 
For some products, secondary sales are impor-
tant, as in the case of cigarette sales by cafes, 
restaurants and petrol stations. Sales by retail-
ers are adjusted to obtain the value of sales to 
households, for example sales to businesses, 
government and tourists should be deducted. 
Of course, such distinctions can only be intro-
duced if the available data sources provide suf-
ficient information for estimates of the impor-
tance of each of the distribution channels. Even 
for one trader or transporter, different products 
generally have different margins. Data on mar-
gins by type of product are the most appropri-
ate and used when available.

(c) In calculating transport margins, a distinction 
by type of transport such as rail, air, sea and 
inland waterway, and road, is useful.

Taxes less subsidies on production and 
imports

9.40 Taxes on production and imports consist of:

(a) taxes on products (D.21):

(1) value added type taxes (VAT) (D.211);

(2) taxes and duties on imports excluding VAT 
(D.212);

(3) taxes on products, except VAT and import taxes 
(D.214);

(b) other taxes on production (D.29).

Similar categories are distinguished for subsidies.

9.41 Supply at basic prices includes other taxes less sub-
sidies on production. In order to make the tran-
sition from basic prices to purchasers’ prices, the 
various taxes on products are added and the subsi-
dies on products deducted.
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Table 9.8 — Taxes less subsidies on products

Taxes less subsidies on supply

Taxes less subsidies on product supplies

Total taxes less subsidies on 
productsVAT Taxes on 

imports

Other 
taxes on 
products

Subsidies 
on 

imports

Other 
subsidies 

on 
products

Products (CPA)
1
2
3
4

Taxes less subsidies on total 
supply by product and by use

Totals

Table 9.8 — Taxes less subsidies on products (continued)

Taxes less subsidies on uses

Total taxes less subsidies on products
Taxes less subsidies on product uses

Industries (NACE)

Products (CPA)
1
2
3
4

Taxes less subsidies on products for final uses:
Final consumption
(a) households
(b) NPISH
(c) government
Gross capital formation:
(d) gross fixed capital formation
(e) changes in valuables
(f) changes in inventories
Exports

Taxes less subsidies on intermediate consumption of products by 
industry

9.42 Table 9.8 on taxes less subsidies on products is sim-
plified, in the following ways:

(a) for the use of products, the different types of 
taxes on products are not distinguished and 
subsidies are not shown separately; for the sup-
ply of products, only three types of taxes on 
products and two types of subsidies are distin-
guished. In general, it is useful to show each 
major type of tax or subsidies on products sep-
arately, and then allocate the total to the various 
product groups;

(b) different tax rates and subsidies can apply to dif-
ferent distribution channels; the latter should 
therefore also be distinguished when relevant 
and sufficient information exists.

9.43 Taxes and subsidies on products are the amounts 
due for payment only when evidenced by tax 
assessments, declarations, etc. or the amounts actu-
ally paid. In compiling supply and use tables, taxes 

and subsidies on products are usually estimated by 
product by applying the official tax or subsidy rates 
to the various demand flows. Afterwards an assess-
ment should be made of the differences with the 
tax assessments or the amounts actually paid.

(a) Some of these differences indicate that the ini-
tial estimate of taxes on products in the supply 
and use tables does not comply with the ESA 
definitions:

(1) in case of exemption the initial estimate of taxes on 
products is therefore lowered;

(2) in case of hidden economic activities or evasion of 
the payment of taxes on products, such as when 
the payment of taxes is compulsory but there is no 
tax assessment, the estimate of taxes on products is 
therefore lowered.

(b) In some instances, the differences may indicate 
that the initial estimate for taxes and subsidies 
on products erroneous, for example because 
the output of some product is underestimated. 
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Modifications of the estimates of the flows of 
goods and services can then be made.

9.44 VAT may be deductible, non-deductible or not 
applicable:

(a) deductible VAT applies to most of intermedi-
ate consumption, most of gross fixed capital 
formation and part of changes in inventories;

(b) non-deductible VAT often applies to final con-
sumption expenditure by households, part 
of gross fixed capital formation such as new 
owner-occupied dwellings, part of changes in 
inventories and part of intermediate consump-
tion, for example intermediate consumption of 
government units and financial corporations;

(c) VAT is in general not applicable to:

(1) exports to countries outside the EU;

(2) the sale of any goods or services subject to a zero 
rate of VAT regardless of their use; however, a zero 
rate of VAT implies that the VAT paid on pur-
chases can still be reclaimed; intermediate con-
sumption and gross capital formation of these pro-
ducers is therefore corrected by the amount of the 
VAT reclaimed;

(3) any producers exempted from VAT registration, 
such as small businesses and religious organisa-
tions; in this situation, the right to claim back the 
VAT on purchases is generally restricted.

9.45 VAT is recorded net: all supplies are valued at basic 
prices, i.e. excluding invoiced VAT; intermediate 
and final uses are recorded at purchasers’ prices, 
i.e. excluding deductible VAT.

Other basic concepts

9.46 In the supply and use tables, two adjustment items 
are used in reconciling the valuation of imports in 
the supply and use tables and the valuation found 
in the institutional sector accounts.

In the supply table, in order to achieve a compa-
rable valuation with domestic production in the 
same product group, imports of goods are valued 
at CIF values. The CIF value includes the transport 
and insurance services provided by residents, such 
as own-account transport or transport by special-
ised resident carriers. In order to achieve a consist-
ent valuation between imports and exports, exports 
of services should include this value.

In the institutional sector accounts, imports of 
goods are valued at FOB values, i.e. in line with 
the valuation for exports of goods. However, in the 
case of FOB valuation the value of transport and 
insurance services provided by residents, which is 
included in the export of services, will be smaller, 
since it only covers those services provided inside 
the exporting country. The result of employing dif-
ferent valuation principles is thus that net total 
imports are the same, but that both total imports 
and total exports are larger for CIF valuation.

The two valuation principles can be reconciled in 
the supply and use tables by introducing adjust-
ment items for imports as well as exports. The 
adjustment items should be equal to the value of 
the transport and insurance services by residents 
incorporated in the CIF value but not in the FOB 
value, i.e. referring to the transport and insur-
ance from the border of the exporting country to 
the border of the importing country. Such adjust-
ment items, once incorporated in the supply and 
use tables, need no special treatment in the input-
output calculations.

9.47 The transfer of existing goods is recorded in the use 
table as a negative expenditure for the seller and 
a positive expenditure for the purchaser. For the 
product group involved, the transfer of an exist-
ing good amounts to a reclassification among 
uses. Only the transaction costs are not treated as 
a reclassification: they are recorded as a use of ser-
vices, for example business or professional services. 
For the purposes of description and analysis, it can 
be useful to show for some product groups the rela-
tive size of the transfer of existing goods separately, 
for example the importance of second-hand cars in 
the market for both new and second-hand cars, or 
the role of recycled paper in the supply of paper 
products.

9.48 For a good understanding of supply and use tables, 
it is helpful to recall some of the accounting con-
ventions employed in the ESA:

(a) industries constitute of a group of kind-of-
activity units (KAUs) engaged in the same or 
similar kind-of-activity. An important feature 
of supply and use tables is that they record sec-
ondary activities separately. This implies that 
KAUs need not to be homogeneous in their 
production activities. The concept of KAUs is 
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explained in more detail in Chapter 2. A com-
pletely homogeneous unit of production is used 
in a symmetric product by product input-out-
put table;

(b) if an establishment undertaking purely ancil-
lary activities is statistically observable, in that 
separate accounts for the production it under-
takes are readily available, or if it is in a geo-
graphically different location from the estab-
lishments it serves, it is recorded as a sepa-
rate unit and allocated to the industrial classi-
fication corresponding to its principal activity, 
in both national and regional accounts. In the 
absence of suitable basic data being available, 
the output of the ancillary activity may be esti-
mated by summing costs.

 If neither of these two conditions is met, all 
inputs consumed by an ancillary activity such 
as materials, labour, and consumption of fixed 
capital, are treated as inputs to the principal or 
secondary activity which they support;

(c) goods or services produced and consumed 
within the same accounting period and within 
the same local KAU are not separately identi-
fied. They are therefore not recorded as part of 
the output or intermediate consumption of that 
local KAU;

(d) minor processing, maintenance, servicing or 
repair on behalf of other local KAUs is to be 
recorded net, i.e. excluding the value of the 
goods involved;

(e) imports and exports occur when there is a 
change of ownership between residents and 
non-residents. Physical movement of goods 
across national borders does not by itself imply 
an import or export of these goods. Goods 
sent abroad for processing are not recorded as 
exports and imports. In contrast, buying and 
reselling goods with non-residents without the 
goods entering the merchant’s economy are 
recorded as exports and imports in the accounts 
of the producer and final purchaser, and a net 
export of goods under merchanting is shown in 
the accounts of the merchant economy;

(f) durable goods can be rented or be subject to 
operating leasing. In such instances, they are 
recorded as fixed capital formation and fixed 

capital stock in their owner’s industry; in the 
industry of the user intermediate consumption 
by amount of the rental paid is recorded;

(g) persons working via temporary agencies are 
recorded as being employed in the industry 
of those agencies and not in the industries in 
which they actually work. As a consequence, in 
the latter industries, the fees paid to the agency 
for the supply of labour are recorded as inter-
mediate consumption and not as compensation 
of employees. Labour contracted out is treated 
as services provided;

(h) employment and compensation of employees 
are broad concepts:

(1) employment for social reasons is also counted as 
employment; this applies, for example, to work 
placements for disabled people, employment pro-
jects for people who have been unemployed for a 
long time and employment programmes for young 
people seeking jobs. As a consequence, the peo-
ple involved are employees and receive employee 
compensation and not social transfers, though 
their productivity may be lower than that of other 
employees;

(2) employment includes cases where the persons 
involved are not expected to work at all, e.g. per-
sons dismissed but receiving, for a given period, 
payments from their former employer. However, 
employment in terms of hours worked is not dis-
torted by this convention, as no hours are actually 
worked.

Supplementary information

9.49 The use Table 9.6 contains supplementary infor-
mation: gross fixed capital formation, stocks of 
fixed assets and employment by industry. A break-
down into employees and own-account workers is 
valuable additional information. The information 
on gross fixed capital formation and stocks of fixed 
assets by industry is needed to derive consumption 
of fixed capital by industry and for recording non-
deductible VAT on gross fixed capital formation. 
Showing employment by industry is important for 
compilation purposes:

— employment figures are often used for grossing 
up values of output, compensation of employ-
ees, intermediate consumption and mixed 
income,
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— key-ratios such as output, compensation of 
employees and mixed income per unit of 
labour such as hours worked, can be compared 
over time and by industry to check the plausi-
bility of the estimates,

— it helps to ensure consistency between the val-
ues by industry and employment data by indus-
try. For example, without an explicit link to 
employment data, the balancing process may 
result in changes in the values by industry with-
out corresponding changes in the employment 
figures.

Adding information on employment by industry 
is also helpful for the analysis of employment and 
productivity.

Data sources and balancing

9.50 For compiling output by industry and product, the 
major data sources are usually enterprise economic 
surveys, production surveys and annual reports 
or business accounts from major companies. The 
surveys are generally exhaustive for large compa-
nies while a sample survey is carried out for small 
size companies. For some specific activities, differ-
ent data sources may be relevant, for example for 
supervisory bodies, accounts of local and central 
government or social security funds.

9.51 Such data are used to prepare a first incomplete 
set of supply and use tables. These are balanced 
in various steps. Balancing manually at a low level 
of aggregation provides important checks on the 
errors in data sources, system errors, and at the 
same time modifications of the basic data can be 
made, to correct for conceptual differences and 
missing units. If the reconciliation takes place at a 
higher level of aggregation, using an automatic bal-
ancing process or a very strict sequential balancing 
process, most of those checks are absent as errors 
cancel out and the causes of error cannot be traced.

Tool for analysis and extensions

9.52 For analysis, three types of tables can be used:

— supply and use tables,

— symmetric input-output table industry by 
industry,

— symmetric input-output table product by 
product.

Symmetric input-output tables can be derived 
from the supply and use tables, in current prices, 
and also in previous years’ prices.

9.53 Use Table 9.6 does not show to what extent the 
goods and services used have been produced 
domestically or imported. This information is nec-
essary for analyses in which the link between supply 
and use of goods and services within the national 
economy plays a role. An example is the analysis of 
the impact of changes in exports or final consump-
tion expenditure on imports, domestic produc-
tion and related variables such as employment. The 
input-output framework, therefore, would benefit 
from separate use tables for imported products and 
domestically produced goods and services.

9.54 The use table for imported products is compiled 
by exploiting all information available on the uses 
of imports, for example for some products the 
major importing enterprises may be known and 
for some producers information on the amount of 
imports may exist. However, in general, direct sta-
tistical information on the use of imports is scarce. 
This information has therefore usually to be sup-
plemented by assumptions over the allocation of 
product group to use.

9.55 The use table for goods and services produced 
domestically can then be obtained by deducting the 
use table for imported products from the use table 
for the whole economy.

9.56 In theory, four basic models exist for the trans-
formation of a supply and use table to a symmet-
ric input-output table. Those models are based on 
either technology or fixed sales structure assump-
tions. Most often used is the product technology 
assumption: each product is produced in its own 
specific way, irrespective of the industry where 
it is produced. This assumption is often used to 
derive a product-by-product input-output table. 
The second common model uses the fixed product 
sales structure assumption (market share assump-
tion): each product has its own specific sales 
structure, irrespective of the industry which pro-
duces it; this approach is often used to derive an 
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industry-by-industry input-output table. Hybrid 
models which mix these assumptions are possi-
ble. Models based on either industry technology 
or fixed industry sales structure assumptions are of 
less practical relevance due to their low probabil-
ity of occurrence in practice. A discussion of the 
alternative models and transformation processes is 
given in Chapter 11 of Eurostat Manual of Supply, 
Use and Input-output Tables (2008 edition)1.

9.57 The choice of the best assumption to apply in each 
case is not an easy one. It depends on the struc-
ture of national industries, e.g. the degree of spe-
cialisation, and on the homogeneity of the national 
technologies used to produce products within the 
same product group and not the least on the level 
of detail of the basic data.

Simple application of the product technology 
assumption gives results that are unacceptable, 
insofar as the input-output coefficients sometimes 
generated are improbable or even impossible, in 
the form of negative coefficients. Improbable coef-
ficients may be due to errors in measurement and 
to heterogeneity of product-mix in the indus-
try of which the transferred product is the princi-
pal product. This can be tackled by making adjust-
ments based on supplementary information or 
exploiting informed judgement to the fullest extent 
possible. Another solution is to apply the alterna-
tive assumption of fixed product sales structure. 
In practice, employing mixed technology assump-
tions combined with supplementary information 
has proven to be a useful approach for compiling 
symmetric input-output tables.

9.58 The symmetric input-output table can be broken 
down into two tables:

((a) a matrix showing the use of imports; the format 
of this table is the same as that of the import 
table supporting the supply and use tables, 
except that a symmetric structure with the 
same classification on both axes is used;

((b) a symmetric input-output table for domestic 
output.

The latter table should be used in calculating the 
cumulated coefficients, i.e. the Leontief inverse. 

1 Eurostat, Eurostat Manual of Supply, Use and Input-Output Tables (2008 edition), 
2008, (available on: http://epp.eurostat.ec.europa.eu).

The Leontief inverse is the inverse of the differ-
ence between the identity matrix I and the matrix 
of technical input coefficients obtained from the 
matrix of domestic output used as intermediate 
consumption. The Leontief inverse can also be 
derived for imports. It should then be assumed that 
the imports have been produced in the same way as 
the competing domestic products.

9.59 Supply and use tables and symmetric input-out-
put tables can be used as tools of economic anal-
ysis. Both types of tables have different merits. 
Symmetric input-output tables are readily availa-
ble for calculating not only direct but also indirect 
and cumulative effects. They can also be of good 
quality when expert knowledge and various types 
of statistical information have been used in deriv-
ing the tables from the supply and use tables.

9.60 Industry-by-industry tables are well suited for 
analyses related to industries, e.g. tax reform, 
impact analysis, fiscal policy and monetary policy; 
they are also closer to the various statistical data 
sources. Product-by-product tables are well suited 
for analyses related to homogeneous production 
units, e.g. productivity, comparison of cost struc-
tures, employment effects, energy policy and envi-
ronmental policy.

9.61 However, the analytical properties of product-by-
product tables and industry-by-industry tables do 
not differ significantly. The differences between 
product-by-product tables and industry-by-indus-
try tables are caused by the existence of a gener-
ally limited amount of secondary production. In 
practice, analytical uses of input-output tables 
implicitly assume an industry technology, no mat-
ter how the tables have originally been compiled. 
Furthermore, in practice, any product-by-prod-
uct table is a manipulated industry-by-industry 
table, as it still contains all the institutional KAU 
and enterprise characteristics of the supply and use 
tables.

9.62 In general, many specific types of analysis are 
served by supply and use tables and symmetric 
input-output tables, for example:

(a) analysis of production, cost structures and 
productivity;

(b) analysis of prices;

http://epp.eurostat.ec.europa.eu
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(c) analysis of employment;

(d) analysis of the structure of capital formation, 
final consumption, exports, etc.;

(e) analysis of economic growth by using the 
cumulated costs shares to allocate imports to 
the various final uses;

(f) analysis of the contribution to economic growth 
and employment of exports to other (blocks) of 
countries;

(g) analysis of imports of energy required;

(h) analysis of the impact of new technologies;

(i) analysis of the effects of changes in tax rates 
(e.g. VAT) or the introduction of a national 
minimum wage;

(j) analysis of the relationship between domestic 
production and the environment, e.g. focusing 
on the use of specific products like fuel, paper 
and glass or the emission of pollutants.

A macro model may also only include the cumu-
lated costs-shares calculated from the input-out-
put tables. In this way, information from the input-
output table on direct and indirect effects, e.g. the 
importance of labour costs or imports of energy for 
private consumption or exports, is incorporated in 
the macro model and can be used for analysis and 
forecasting.

9.63 In order to serve more specific purposes, the sup-
ply and use tables and symmetric input-output 
tables can be modified by introducing alterna-
tive and supplementary classifications. The most 
important examples are as follows:

(a) more detailed product and industry classifica-
tions based on national classifications or to take 
account of specific purposes, e.g. for the analy-
sis of the role of research and development in 
the national economy;

(b) more detailed geographical breakdown of 
imports and exports, e.g. intra-EU trade sub 
classified by country and extra-EU trade sub 
classified by economic regions and some spe-
cific countries such as China, India, Japan and 
the United States;

(c) classification of imports into:

(1) imports of products that are also domestically pro-
duced (‘competitive imports’);

(2) imports of products that are not domestically pro-
duced (‘complementary imports’).

 Both types of imports can be expected to have 
a different relationship with and importance 
for the national economy. Competitive imports 
can be the subject of analysis and economic 
policy as they may be a substitute for domes-
tic output; they could therefore be incorporated 
as a separate category of potential final use in 
the use tables. For complementary imports, for 
example in the case of a sudden rise in energy 
prices, analyses will mainly focus on the impact 
of changes in their prices and the national 
economy;

(d) classification of compensation of employees by 
criteria such as level of education, part-time/
full-time, age and gender. This classification 
could then also be applied to the supplemen-
tary information on employment. In this way, 
the supply and use tables can also be used for 
analyses of the labour market;

(e) breakdown of compensation of employees into:

(1) wages and salaries, including social contributions 
by employees

(2) employers’ social contributions.

 This breakdown permits analysis of the role 
of social contributions for the price of labour 
inputs and the shifting of this burden towards 
gross operating surplus;

(f) classification of final consumption by purpose, 
which for households is Coicop, for NPISH it 
is COPNI and for government it is COFOG. 
The functional classification of this expenditure 
enables the impact of each function of the rest 
of the economy to be assessed. For example, the 
importance of public and private expenditure 
on health care, transport and education can 
then be assessed.
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CHAPTER 10

Price and volume measures
10.01 In a system of economic accounts, all the flows and 

stocks are expressed in monetary units. The mon-
etary unit is the only common denominator which 
can be used to value the extremely diverse transac-
tions recorded in the accounts and to derive mean-
ingful balancing items.

The problem when using the monetary unit as a 
measuring unit is that this unit is neither a stable 
nor an international standard. A major concern in 
economic analysis is to measure economic growth 
in volume terms between different periods. It is 
then necessary to distinguish, in the value changes 
for certain economic aggregates, the changes aris-
ing solely from price changes from the remainder 
which is called the change in ‘volume’.

Economic analysis is also concerned with compar-
isons in space, i.e. between different national econ-
omies. These focus on international comparisons 
in volume terms of the level of production and 
income, but the level of prices is also of interest. 
It is therefore necessary to factor the differences 
in value of economic aggregates between pairs or 
groups of countries into components, which reflect 
the differences in volume and the differences in 
price.

10.02 When time comparisons of flows and stocks are 
concerned, equal importance is to be attached to 
the accurate measurement of changes in prices and 
in volumes. In the short term, observation of price 
changes is of no less interest than the measurement 
of the volume of supply and demand. On a longer-
term basis, the study of economic growth has to 
take account of movements in the relative prices of 
the different types of goods and services.

The primary objective is not simply to provide 
comprehensive measures of changes in prices and 
volumes for the main aggregates of the system 
but to assemble a set of interdependent measures 
which make it possible to carry out systematic and 
detailed analyses of inflation and economic growth 
and fluctuations.

10.03 The general rule for comparisons in space is that 
accurate measures must be made for both the vol-
ume and the price components of the economic 
aggregates. As the spread between the Laspeyres 
and Paasche formulae often is significant in spatial 
comparisons, the Fisher index formula is the only 
acceptable one for this purpose.

10.04 Economic accounts have the advantage of provid-
ing a suitable framework for constructing a system 
of volume and price indices as well as ensuring the 
consistency of the statistical data. The advantages 
of an accounting approach can be summarised as 
follows.

(a) On a conceptual level, the use of an accounting 
framework covering the entire economic sys-
tem requires the prices and physical units for 
the different products and flows in the system 
to be specified consistently. In a framework of 
this type, the price and volume concepts for a 
given group of products are defined identically 
in both resources and uses.

(b) On a statistical level, the use of the economic 
accounts framework imposes accounting con-
straints which must be respected at both cur-
rent prices and in volume terms and will nor-
mally require some adjustments to be made 
to ensure consistency of the price and volume 
data.

(c) Furthermore, the creation of an integrated sys-
tem of price and volume indices in the con-
text of a system of economic accounts provides 
the national accountant with extra checks. 
Assuming the existence of a balanced system 
of supply and use tables at current prices, the 
construction of such balanced tables in volume 
terms means that a system of implicit price indi-
ces can be automatically derived. Examination 
of the plausibility of these derived indices can 
lead to revision and correction of the data in 
volume terms and even, in some cases, of the 
values at current prices.
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(d) The accounting approach permits the measure-
ment of price and volume changes for certain 
balancing items in the accounts, the latter being 
derived by definition from the other elements 
in the accounts.

10.05 Despite the advantages of an integrated system 
based on the balance, both overall and by indus-
try, of transactions in goods and services, it has to 
be acknowledged that the price and volume indi-
ces thus obtained do not meet all needs or answer 
all possible questions on the subject of change in 
prices or volume. Accounting constraints and 
the choice of price and volume index formulae, 
although essential for the construction of a coher-
ent system, can sometimes be a hindrance. There is 
also a need for information for shorter periods such 
as months or quarters. In such cases, other forms of 
price and volume indices may prove useful.

Scope of price and volume indices in 
the national accounts

10.06 Amongst the flows, which appear in economic 
accounts at current prices, there are some, mainly 
concerning products, where the distinction 
between changes in price and volume is similar 
to that made at microeconomic level. For many 
other flows in the system, the distinction is far less 
obvious.

Where the flows in the accounts cover a group of 
elementary transactions in goods and services, the 
value of each being equivalent to the product of a 
number of physical units and their respective unit 
price, it is sufficient to know the breakdown of the 
flow into its components in order to determine 
changes in price and volume over time.

Where a flow comprises a number of transactions 
relating to distribution and financial intermedi-
ation as well as to balancing items such as value 
added, it is difficult or even impossible to separate 
directly current values into price and volume com-
ponents, and special solutions have to be adopted.

There is also a need to measure the real purchasing 
power of a number of aggregates, such as compen-
sation of employees, disposable income of house-
holds or national income. This can be done, for 
example, by deflating them by means of an index 

of the prices of the goods and services which can be 
bought with them.

10.07 The objective and the procedure followed when 
measuring the real purchasing power of income 
estimates are different from those followed when 
deflating goods and services and balancing items. 
For flows of goods and services an integrated sys-
tem of price and volume indices can be established, 
which provides a consistent framework for meas-
uring economic growth. The valuation in real terms 
of flows of income uses price indices which are not 
strictly linked to the income flow. So the choice of 
price for income growth can differ according to the 
objectives of the analysis: there is no unique price 
identified in the integrated system of price and vol-
ume indices.

The integrated system of price and volume 
indices

10.08 The systematic division of changes in current val-
ues into the components ‘changes in price’ and 
‘changes in volume’ is restricted to flows repre-
senting transactions, recorded in the goods and 
services accounts and in the supporting supply 
and use framework. It is carried out both for the 
data relating to individual industries and products, 
and for those relating to the total economy. Flows 
which are balancing items, such as value added, 
cannot be directly factored into price and volume 
components; this can only be done indirectly using 
the relevant flows of transactions.

The use of the accounting framework imposes a 
double constraint on the calculation of the data:

(a) the balance of the goods and services account 
must for any sequence of two years be obtained 
at both current prices and in volume terms;

(b) each flow at the level of the total economy must 
be equal to the sum of the corresponding flows 
for the various industries.

A third constraint, not inherent in the use of an 
accounting framework but resulting from a delib-
erate choice, is that every change in the value of 
transactions must be attributed either to a change 
in price or to a change in volume, or to a combina-
tion of the two.
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If those three requirements are fulfilled, valuation 
of the goods and services accounts and production 
accounts in volume terms means that an integrated 
set of price and volume indices can be obtained.

10.09 The items to be considered when constructing such 
an integrated set are as follows:

Transactions in products

Output P.1

 Market output P.11

 Output for own final use P.12

 Non-market output P.13

Intermediate consumption P.2

Final consumption expenditure P.3

 Individual final consumption expenditure P.31

 Collective final consumption expenditure P.32

Actual final consumption P.4

 Actual final individual consumption P.41

 Actual final collective consumption P.42

Gross capital formation P.5

 Gross fixed capital formation P.51

 Changes in inventories P.52

 Acquisition less disposals of valuables P.53

Exports of goods and services P.6

 Exports of goods P.61

 Exports of services P.62

Imports of goods and services P.7

 Imports of goods P.71

 Imports of services P.72

Taxes and subsidies on products

 Taxes on products, excluding VAT D.212 and D.214

 Subsidies on products D.31

 VAT on products D.211

Balancing items

Value added B.1

Gross domestic product B.l*g

Other price and volume indices

10.10 In addition to the price and volume measures con-
sidered above, the following aggregates can also be 
subdivided into their own price and volume com-
ponents. The objectives for these measures vary.

Inventories at the beginning and at the end respec-
tively of each period may have to be calculated in 

volume terms in order to have the balance sheet 
aggregates. The stock of produced fixed assets has 
to be calculated in volume terms to estimate cap-
ital output ratios, as well as to obtain a basis for 
estimating consumption of fixed capital in volume 
terms. Compensation of employees can be calcu-
lated in volume terms for purposes of measuring 
productivity and in some instances also when out-
puts have been estimated by using data in volume 
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terms on inputs. Consumption of fixed capital, 
other taxes on production and other subsidies 
on production must also be estimated in volume 
terms when calculating costs in volume terms.

10.11 Compensation of employees is an element of 
income. For the purpose of measuring purchas-
ing power, it can be valued in real terms by deflat-
ing with an index reflecting the prices of products 
purchased by employees. Other income elements 
too, such as disposable income of households and 
national income, can be measured in real terms in 
the same general way.

General principles of measuring price 
and volume indices

Definition of prices and volumes of market 
products

10.12 Volume and price indices can only be derived for 
variables that have price and quantity elements. 
The notions of price and quantity are closely 
linked to that of homogeneous products, i.e. prod-
ucts for which it is possible to define units which 
are all considered equivalent and which can thus 
be exchanged for the same monetary value. It is 
thus possible to define the price of a homogeneous 
product as the amount of money for which each 
product unit can be exchanged.

For each homogeneous product flow, e.g. output, it 
is thus possible to define a price (p), a quantity (q) 
corresponding to the number of units and a value 
(v) defined by the equation:

v = p × q

Quality, price and homogeneous products

10.13 Another way of defining a homogeneous product 
is to say that it consists of units of the same quality.

Homogeneous products play an essential role in 
national accounts. Indeed, output is valued at 
basic price determined by the market at the time 
when it takes place, i.e. very often before sale. The 
units produced have therefore to be valued, not at 
the price at which they will actually be sold, but at 

the price at which equivalent units are sold at the 
time of production of the units concerned. This is 
possible in a rigorous way only for homogeneous 
products.

10.14 In practice, however, two units of a product with 
identical physical characteristics may be sold at dif-
ferent prices for two types of reasons.

(a) Two units with identical physical characteris-
tics can be considered as not being equivalent 
if they are sold in different places, at different 
periods or according to different conditions. In 
this case, the units have to be regarded as corre-
sponding to different homogeneous products.

(b) Two units with identical physical characteris-
tics can be sold at different prices, either due to 
lack of information, or to restrictions brought 
to purchase freedom, or to the existence of par-
allel markets. In this case, the units have to be 
regarded as belonging to the same homogene-
ous product.

A homogeneous product can thus also be defined 
as a product of which all units would be sold at the 
same price in perfect competition. In the absence 
of perfect competition, the homogeneous prod-
uct price is defined by the average price of its units. 
Therefore, in national accounts, for each homo-
geneous product there is one price and only one 
price, so that it is possible to apply general rules of 
valuation of products.

10.15 Lack of information means that purchasers may 
not always be properly informed about existing 
price differences and may therefore inadvertently 
buy at higher prices. This, or the opposite, may 
occur also in situations where individual buyers 
and sellers negotiate or bargain over the price. On 
the other hand, the difference between the average 
price of a good purchased in a market or a bazaar, 
where such bargaining often occurs, and the price 
of the same good sold in a different type of retail 
outlet, such as a department store, should normally 
be treated as reflecting differences in quality due to 
different sales conditions.

10.16 Price discrimination implies that sellers may be in 
a position to charge different prices to different cat-
egories of purchasers for identical goods and ser-
vices sold under exactly the same circumstances. 
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In such cases, there is no or limited freedom of 
choice on the part of a purchaser belonging to a 
special category. The principle adopted is that var-
iations in price are to be regarded as price discrim-
ination when different prices are charged for iden-
tical units sold under exactly the same circum-
stances in a clearly separable market, i.e. when dif-
ferent prices are charged for the same homogene-
ous product. Price variations due to such discrimi-
nation do not constitute differences in volume.

The possibility of the retrading of goods in a given 
market implies that price discrimination for those 
types of products in most cases can be assumed 
to be insignificant. The price differences that may 
exist for goods can normally be interpreted as due 
to lack of information or to the existence of paral-
lel markets.

In service industries, e.g. in transportation, pro-
ducers may charge lower prices to groups of indi-
viduals with typically lower incomes, such as pen-
sioners or students. If such individuals are free to 
travel at whatever time they choose, this must be 
treated as price discrimination. However, if they 
are charged lower fares on condition that they 
travel only at certain times, typically off-peak 
times, they are being offered lower-quality trans-
portation since transportation with conditions and 
transportation without conditions can be consid-
ered as different homogeneous products.

10.17 Parallel markets may exist for several reasons. 
Buyers may be unable to buy as much as they 
would like at a lower price because there is insuf-
ficient supply available at that price, and a sec-
ondary, parallel market, where higher prices are 
quoted, may exist. There is also the possibility that 
a parallel market exists, where sellers can charge 
lower prices because they can avoid certain taxes.

10.18 Thus, if quality is defined by all the characteristics 
common to all units of a homogeneous product, 
differences in quality are reflected by the following 
factors:

(a) physical characteristics;

(b) deliveries in different locations;

(c) deliveries at different times of the day or at dif-
ferent periods of the year;

(d) differences in conditions of sale or the circum-
stances or environment in which goods or ser-
vices are supplied.

Prices and volume

10.19 The introduction of the notion of volume in 
national accounts rests on the desire to eliminate 
the effect of price variation in the pattern of values 
expressed in monetary units, and it thus appears 
as an extended use of the notion of quantity for 
groups of products. In fact, for a given homoge-
neous product the equation v = p × q allows the 
change of a value over time to be broken down into 
change of price and change of quantity. In prac-
tice, however, there are too many homogeneous 
products to be dealt with individually, with the 
result that national accountants have to work at 
a more aggregated level. At this aggregated level, 
however, the equation v = p × q is no longer use-
ful since, while it is possible to aggregate values, it 
is not meaningful to aggregate quantities in order 
to derive prices.

10.20 There is however a simple way of breaking down 
the change in the value of a set of homogeneous 
products between two periods, one of which is con-
sidered the base period and the other the current 
period. The effect of change in price can be offset 
by calculating what the value of the set of products 
would have been if there had been no change in 
prices, i.e. by applying the prices of the base period 
to the quantities of the current period. This value 
at prices of the base period defines the notion of 
volume.

In this way, the value of a set of products in the cur-
rent period may be written as:

v p qi i i
1 1 1= ×Σ

Where exponent 1 refers to the current period and 
index i to a specific homogeneous product. The 
volume of the set of products for the current period 
is thus defined in relation to the base period by the 
formula:

Volume p qi i i= ×Σ 0 1

Where exponent 0 refers to the base period. By 
comparing the volume of the set of products for the 
current period and their overall value for the base 
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period it is possible to measure a change which is 
not affected by any price variation. A volume index 
can thus be calculated by the formula:

IVol
p q
p q

i i i

i i i

1
0 1

0 0
=

×

×

Σ

Σ
The volume index which is thus defined is a 
Laspeyres index of quantities in which each basic 
index is weighted by the proportion of the basic 
product in the overall value of the base period.

Once the notion of volume has been defined, it 
is possible to define by analogy with the equation 
v = p × q not a price but a price index. The price 
index is thus defined by the ratio between the value 
for the current period and the volume, i.e. by the 
formula:
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This index is a Paasche price index in which each 
base price index is weighted by the proportion of 
the base product in the overall value for the cur-
rent period.

The volume and price indices defined in this way 
prove the equation:

Value index = price index × volume index

This equation is a more general version of the 
equation v = p × q and it allows any change in the 
value of a set of products to be broken down into a 
change in volume and a change in price.

In the calculation of the volume, quantities are 
weighted up by prices of the base period, so that 
the result depends on the price structure. Changes 
in price structure are likely to be less important for 
short periods than for long periods. Therefore, the 
calculation of the volume is made only for two suc-
cessive years, i.e. the volume is calculated at the 
prices of the previous year.

For comparisons over longer periods of time, the 
Laspeyres volume indices and the Paasche price 
indices are calculated first in relation to the previ-
ous year and then the chain indices are determined.

10.21 The main advantages of using Paasche price indi-
ces and Laspeyres volume indices are the interpre-
tation and calculation simplicity and the additivity 
property in the supply and use balances.

10.22 Chained indices present the drawback that they 
lead to volumes having no additivity so that they 
cannot be used in the balancing procedures of 
products based on supply and use tables.

10.23 The non-additive volume data calculated with 
chain indices are to be published without any 
adjustment. This method is transparent and indi-
cates to users the extent of the problem. This does 
not preclude the possibility that there may be cir-
cumstances in which compilers may judge it pref-
erable to eliminate the discrepancies in order to 
improve the overall consistency of the data. When 
reference year values are extrapolated by chain vol-
ume indices, an explanation has to be provided to 
users concerning the absence of additivity in the 
tables.

10.24 In practice, since it is impossible to measure prices 
and quantities for all the homogeneous products 
of an economy, volume or price indices are calcu-
lated using samples of representative homogene-
ous products, the underlying idea being that the 
volumes or prices of products not included in the 
sample change in the same way as the sample aver-
age. It is therefore necessary to use a product clas-
sification which is as detailed as practicable so that 
each product identified has maximum homogene-
ity, regardless of the level of detail used in the pres-
entation of results.

10.25 In view of the equation linking the value, price and 
volume indices, only two indices need to be calcu-
lated. Usually, the value index is obtained directly 
by simply comparing the overall values for the cur-
rent and base periods. It is then a matter of choos-
ing between a price index and a volume index to be 
calculated. In most cases the assumption of paral-
lel change which underlies the method is proven 
more by prices than by volumes because the prices 
of different products are often significantly influ-
enced by certain common factors such as the cost 
of raw materials and wages. In this case, the price 
index is to be calculated using a sample of products 
of constant quality over time, with quality being 
determined not only by the physical characteristics 
of the product but also by the conditions of sale, 
as explained above. In this way all the variations 
in the overall value caused by structural changes 
among the various products will appear as varia-
tions in volume and not in price.
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In some cases, however, it will be easier to calculate 
a volume index and to use it to derive a price index. 
Occasionally it may even be preferable to calculate 
the value index on the basis of a price index and a 
volume index.

New products

10.26 The method of calculating price and volume indi-
ces outlined above assumes that the products exist 
in both successive years. In actual fact, however, 
many products appear and disappear from one 
year to the next and the price and volume indices 
need to reflect this. Where volume is defined using 
the prices of the previous year, there is no particu-
lar difficulty in the case of products which existed 
in the previous year but which no longer exist in the 
current year, since they are simply linked to a zero 
quantity for the current year. The problem is more 
complicated in the case of new products, since for 
the previous year it is not possible to measure the 
price of a product which does not exist.

There are two types of approaches in such a case for 
estimating the price for the previous year: the first 
supposes that the price of the new product changes 
like the price of similar products, while the second 
attempts to calculate directly what the price of the 
new product would have been if it had existed in 
the base period. The first approach amounts simply 
to using a price index calculated on the basis of a 
sample of homogeneous products existing in both 
successive years, and in practice this is the method 
used for most new products since new products 
are generally too numerous to be explicitly spec-
ified, especially when the definition of homoge-
neous products is strictly applied. With the sec-
ond approach, the methods which are most com-
monly used are the hedonic method which consists 
of determining the price of a product on the basis 
of its main characteristics and the input method 
which uses the cost of a product to calculate its 
price.

The matter of new products has particular impor-
tance in certain fields. Many capital goods are pro-
duced only as a single item and thus appear as new 
products. This is also the case of many services 
which are never provided in exactly the same way, 
e.g. research and development services.

10.27 For transactions in services it is frequently more 
difficult to specify the characteristics which deter-
mine the physical units, and differences of opin-
ion may arise concerning the criteria to be used. 
This difficulty may concern important industries 
such as financial intermediation services, whole-
sale and retail trade, services to enterprises, edu-
cation, research and development, health or recre-
ation. The choice of physical units for such activi-
ties is presented in Handbook on price and volume 
measures in national accounts1.

Principles for non-market services

10.28 The establishment of a comprehensive system of 
price and volume indices covering all supply and 
uses of goods and services involves a particular dif-
ficulty when measuring the output of non-market 
services. Such services differ from market services 
in that they are not sold at a market price and their 
value at current prices is calculated as the sum of 
the costs incurred. Those costs are: intermediate 
consumption, compensation of employees, other 
taxes less subsidies on production and consump-
tion of fixed capital.

10.29 In the absence of a unit market price, the unit cost 
of a non-market service can be considered as the 
equivalent to the price. In fact, the price of a market 
product corresponds to the expenditure which the 
purchaser must incur in order to take possession 
of it, while the unit cost of a non-market service 
corresponds to the expenditure which society must 
incur in order to make use of it. Thus, where it is 
possible to define units of quantity for non-mar-
ket services, it is also possible to apply the general 
principles for calculating volume and price indices 
which are outlined above.

It is generally possible to define units of quantity 
for non-market services which are consumed on an 
individual basis, such as education and health ser-
vices, which means that the general principles must 
be routinely applied in the case of such services.

The method consisting of calculating volume by 
applying unit costs of the previous year to the 

1 Eurostat, Handbook on price and volume measures in national accounts, 2001 
(available on: http://epp.eurostat.ec.europa.eu).

http://epp.eurostat.ec.europa.eu
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quantities of the current year is called the output 
method.

10.30 It is difficult, however, to define units of quantity 
for collective non-market services, such as ser-
vices in connection with general government, jus-
tice or defence. In this case, therefore, other meth-
ods need to be used by analogy with the general 
method. This method defines volume on the basis 
of prices of the previous year, i.e. it defines vol-
ume as the expenditure which purchasers would 
have incurred if prices had not changed. This lat-
ter definition may be used when it is not possible to 
define a unit of quantity provided that it is applied, 
not to a unit of product, but to the expenditure as 
a whole. Since the value of a non-market service is 
determined by the costs involved, it is thus possi-
ble to calculate the volume by the value of the costs 
at base period prices, i.e. by the value at base period 
prices of intermediate consumption, compensation 
of employees, other taxes net of production subsi-
dies and consumption of fixed capital. This method 
is known as the input method. The calculation in 
volume terms of the compensation of employees, 
consumption of fixed capital, taxes and subsidies 
on production is covered in the paragraphs which 
follow.

Even in the most favourable case of non-market 
services consumed on an individual basis, such as 
those of education and health, it is not always easy 
to distinguish homogeneous products. Indeed, the 
characteristics of such services are seldom defined 
in a sufficiently precise way for it to be possible to 
determine with certainty whether two different ser-
vice units can be considered as being equivalent, 
i.e. if they have to be regarded as correspondent 
with one same homogeneous product or with two 
separate products. Two equivalence criteria can be 
retained by the national accountants.

(a) The unit cost criterion: two units of non-mar-
ket services being considered equivalent if they 
have the same unit cost. This criterion is based 
on the idea that, collectively, those who benefit 
from public services are also those who decide 
and pay for them. For example, citizens decide 
on public services via their representatives and 
pay for them by their taxes. Under such condi-
tions, citizens cannot be expected to pay differ-
ent prices for service units that they consider 

equivalent. Thus, according to this criterion, 
two service units of different cost have to be 
regarded as corresponding to different prod-
ucts, and a non-market homogeneous product 
is characterised by the unicity of its unit cost.

(b) The outcome criterion: two units of non-mar-
ket services being considered equivalent if they 
give the same outcome. This criterion is based 
on the idea that two service units considered by 
citizens to be equivalent can however be pro-
duced at different costs because citizens do not 
check completely the production process of the 
services. The unit cost criterion is no longer 
then relevant and has to be replaced by a cri-
terion corresponding to the usefulness of the 
non-market services for society.

As the outcome criterion often seems more rele-
vant, a large amount of work has been completed 
to develop methods based on this criterion and 
research to improve them continues. In practice, 
such methods often result in the introduction to 
the volume calculation of correction coefficients 
applied to quantities; they take then the name of 
methods with explicit correction for quality.

The principal difficulty of implementation of such 
methods is related to the definition and the meas-
urement of outcome. Indeed, measuring outcome 
presupposes having defined objectives, which is 
not so simple in the field of non-market services. 
For example, what are the objectives of the pub-
lic health service: improving the state of  public 
health or extending lifetime? Certainly the two, but 
then how are various objectives weighed up when 
they are not equivalent? For example, what is the 
best treatment, that which makes it possible to live 
an additional year in good health or that which 
makes it possible to live two additional years in bad 
health? In addition, outcome estimates are often 
controversial, hence, in numerous countries, the 
controversies on improvement or deterioration of 
pupils’ school performance are recurrent.

In the European Union, given the conceptual dif-
ficulties and the absence of consensus on out-
put methods adjusted for quality (based on out-
come), such methods are excluded from the cen-
tral framework in order to preserve the compara-
bility of the results. Such methods are reserved on 
an optional basis for supplementary tables, while 
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continuing research. Thus, in the field of non-mar-
ket health and education, the estimates of produc-
tion and of consumption in volume terms have to 
be calculated on the basis of direct output meas-
ures — not adjusted for quality — by weighing up 
the quantities produced by the previous year unit 
costs of those services, without applying any cor-
rection to them in order to take account of qual-
ity. Such methods have to be applied to a sufficient 
level of detail, the minimum level being defined by 
Eurostat’s Handbook on price and volume measures 
in national accounts.

Although the use of input-based methods is gen-
erally to be avoided, it is possible, in the field of 
health, to apply the input method when the variety 
of the services is such that it is practically impossi-
ble to determine homogeneous products. In addi-
tion, explanatory information has to accompany 
the national accounts estimates that draw users’ 
attention to the methods of measurement.

Principles for value added and GDP

10.31 Value added, the balancing item in the production 
account, is the only balancing item to form part of 
the integrated system of price and volume indices. 
The very special characteristics of this item must, 
however, be emphasised, as must the significance 
of its related volume and price indices.

Unlike the various flows of goods and services, 
value added does not represent any single category 
of transactions. It cannot, therefore, be directly 
broken down into a price component and a vol-
ume component.

10.32 Definition: value added in volume terms is defined 
as the difference between output in volume terms 
and intermediate consumption in volume terms.

VA = Σ P(0) Q(1) – Σp(0) q(1)

where P and Q are prices and quantities for out-
put and p and q are prices and quantities for inter-
mediate consumption. The theoretically correct 
method to calculate value added in volume terms is 
by double deflation, i.e. deflating separately the two 
flows of the production account (output and inter-
mediate consumption) and calculating the balance 
of those two revalued flows.

10.33 In some cases, where the statistical data remain 
incomplete or insufficiently reliable, it may be nec-
essary to use a single indicator. If there are good 
data on value added at current prices, one alterna-
tive to double deflation is to deflate current value 
added directly by a price index for output. This 
implies the assumption that prices for interme-
diate consumption change at the same rate as for 
output. Another possible procedure is to extrapo-
late value added in the base year by a volume index 
for output. This volume index can be calculated 
either directly from quantity data or by deflating 
the current value of output by an appropriate price 
index. This method in fact assumes that the volume 
changes are the same for outputs and for interme-
diate consumption.

For certain market and non-market service indus-
tries, such as finance, business services or defence, 
it may not be possible to obtain satisfactory esti-
mates of price or volume changes for output. In 
such cases the movements of value added in vol-
ume terms can be estimated by means of changes 
in compensation of employees at wage rates of the 
previous year and consumption of fixed capital in 
volume terms. Compilers of data may be forced to 
adopt such expedients, even when there is no good 
reason to assume that labour productivity remains 
unchanged in the short or long term.

10.34 By their very nature, therefore, the indices of vol-
ume and price for value added are different from 
the corresponding indices for the flows of goods 
and services.

The same applies to price and volume indices of 
aggregate balancing items such as gross domes-
tic product. The value of the latter is equivalent to 
the sum of all the values added of all industries, i.e. 
to an addition of balancing items, plus taxes less 
subsidies on products and from another point of 
view can be seen to represent the balancing item 
between total final uses and imports.

Specific problems in the application of 
the principles

10.35 Although essentially limited to transactions 
involving goods and services, the integrated sys-
tem of price and volume indices does not exclude 
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the possibility of calculating measures of changes 
in price and volume for certain other transactions.

Taxes and subsidies on products and 
imports

10.36 The possibility mentioned above exists, in particu-
lar, in the case of taxes and subsidies directly linked 
to the quantity or value of the goods and services 
which are the subject of certain transactions. In 
the supply and use tables, the values of those taxes 
and subsidies are shown explicitly. By applying the 
rules described below, it is possible to obtain price 
and volume measures for the categories of taxes 
and subsidies which are recorded in the goods and 
services accounts, namely:

(a) taxes on products, excluding VAT (D.212 and 
D.214);

(b) subsidies on products (D.31);

(c) VAT on products (D.211).

10.37 The simplest case is that of taxes which represent 
a fixed amount per unit of quantity of the product 
which is the subject of the transaction. The value of 
the revenue from such a tax depends upon:

(a) the quantity of products involved in the 
transaction;

(b) the amount levied per unit, i.e. the taxation 
price.

The breakdown of the value change into its two 
components presents virtually no difficulties. The 
variation in volume is determined by the change in 
the quantities of products taxed; the price variation 
corresponds to the change in the amount levied per 
unit, i.e. to the change in the taxation price.

10.38 A more frequent case is that in which the tax repre-
sents a certain percentage of the value of the trans-
action. The value of the revenue from such a tax 
then depends upon:

(a) the quantity of products involved in the 
transaction;

(b) the price of the products involved in the 
transaction;

(c) the tax rate (as a percentage).

The taxation price is then obtained by applying the 
rate to the price of the product. The change in value 
of the revenue from a tax of this type can also be 
divided into a volume change, determined by the 
change in the quantities of products taxed, and a 
price change corresponding to the change in the 
taxation price (b × c).

10.39 The amount of taxes on products, excluding VAT 
(D.212 and D.214) is measured in terms of volume 
by applying to the quantities of products produced 
or imported the taxation prices of the base year 
or by applying to the value of output or imports, 
revalued at the prices of the base year, the tax rates 
of the base year. Attention has to be paid to the 
fact that taxation prices may differ among different 
uses. This is taken into account in the supply and 
use tables.

10.40 Similarly, the amount of subsidies on products 
(D.31) is measured in terms of volume by applying 
to the quantities of products produced or imported 
the subsidy prices of the base-year or by applying 
to the value of output or imports, revalued at the 
prices of the base-year, the rates of subsidy of the 
base-year, taking into account different subsidy 
prices for different uses.

10.41 VAT on products (D.211) is, both for the whole 
economy and for individual industries and other 
users, calculated on a net basis and refers only to 
non-deductible VAT. This is defined as the differ-
ence between VAT invoiced on the products and 
VAT deductible by the users of these products. 
Alternatively, it is also possible to define VAT on 
products as the sum of all non-deductible amounts 
which have to be paid by users.

Non-deductible VAT in volume terms can be cal-
culated by applying the VAT rates in force in the 
previous year to the flows expressed in the prices of 
the previous year. Any change in the rate of VAT 
for the current year will therefore be reflected in 
the price index and not in the volume index of 
non-deductible VAT.

The fraction of deductible VAT in invoiced VAT 
and hence non-deductible VAT may change:

(a) either because of a change in the right to deduct 
VAT, resulting from a change in tax laws or 
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regulations, taking effect with or without a time 
lag;

(b) or because of changes in the pattern of uses of 
the product (e.g. increase in the proportion of 
uses on which VAT may be deducted).

A change in the amount of deductible VAT result-
ing from a change in the right to deduct VAT will, 
by the method described, be treated as a change in 
the taxation price, as will a change in the rate of 
invoiced VAT.

On the other hand, a change in the amount of 
deductible VAT resulting from a change in the pat-
tern of uses of the product constitutes a change in 
the volume of deductible VAT to be reflected in the 
index of the volume of VAT on products.

Other taxes and subsidies on production

10.42 The treatment of other taxes (D.29) and subsi-
dies (D.39) on production raises a particular diffi-
culty, to the extent that, by definition, it is not pos-
sible to assign them directly to units which are pro-
duced. In the case of non-market services, this dif-
ficulty is compounded by the fact that they are used 
only when it is not possible to define units of quan-
tity. However, it is generally possible to get around 
this difficulty by defining other taxes and subsidies 
on production in volume terms, by the amount 
to which they would have risen if there had been 
no change in the tax rules and prices as a whole in 
relation to the previous year. For example, taxes on 
property or the use of an asset can be evaluated in 
volume terms by applying to the current period the 
rules and the price of assets of the previous year.

Consumption of fixed capital

10.43 The calculation of volume measures of the con-
sumption of fixed capital poses few problems when 
good data on the composition of the stock of fixed 
capital goods are available. The perpetual inventory 
method, used by most countries, already implies, 
for the estimation of the consumption of fixed cap-
ital at current prices, the need to firstly carry out 
a calculation of the stock of fixed capital goods in 
volume terms. To go from a valuation at historic 
cost to one at replacement cost, it is necessary firstly 
to value capital goods acquired over a number of 

different periods on a homogeneous basis, i.e. base-
year prices. The price and volume indices derived 
in the process can therefore be used to calculate the 
value of the consumption of fixed capital in volume 
terms and the associated price index.

Where there is no perpetual inventory of the stock 
of fixed capital goods, the change in the consump-
tion of fixed capital in volume terms can be obtained 
by deflating the current price data by price indices 
derived from data on gross fixed capital formation 
by product. Account has then to be taken of the age 
structure of the capital goods acquired.

Compensation of employees

10.44 For the purpose of measuring the volume of input 
from employee labour, the quantity unit for com-
pensation of employees may be considered to be 
an hour’s work of a given type and level of skill. 
As with goods and services, different qualities of 
work must be recognised and quantity relatives 
calculated for each separate type of work. The price 
associated with each type of work is the compen-
sation paid per hour, which may vary, of course, 
between different types of work. A volume meas-
ure of work done may be calculated as a weighted 
average of the quantity relatives for different kinds 
of work, weighted by the values of compensation of 
employees in the previous year or fixed base year. 
Alternatively, a wage rate index may be calculated 
for work by calculating a weighted average of the 
proportionate changes in hourly rates of compen-
sation for different types of work, again using com-
pensation of employees as weights. If a Laspeyres 
type of volume index is calculated indirectly by 
deflating the changes in compensation of employ-
ees at current values by an index of the average 
change in hourly compensation, the latter should 
be a Paasche-type index.

Stocks of produced fixed assets and 
inventories

10.45 Volumes at the prices of the previous year are 
needed both for stocks of produced fixed assets 
and for inventories. For the former, such data as 
are necessary for the calculation of capital output 
ratios are available if use is made of the perpetual 
inventory method. In other cases information on 
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the values of stocks of assets may be collected from 
producers and deflation made by the price indi-
ces used for fixed capital formation, taking into 
account the age structure of stocks. 

Changes in inventories are measured by the value 
of entries to inventories less the value of withdraw-
als from inventories, and the value of any recurrent 
losses of goods held in inventories during a given 
period. Volumes at the prices of the previous year 
can be derived by the deflation of these compo-
nents. In practice, however, it is rare for entries and 
withdrawals of stocks to be actually known, and 
often the only available information is the value of 
the stocks at the start and at the end of the period. 
In such cases, it will often be necessary to assume 
regular entries and withdrawals during the current 
period, so that the average price for the period can 
be considered relevant for both entries and with-
drawals. In such circumstances, calculating the 
variation in stocks by the difference between the 
values of the entries and withdrawals amounts to 
the same as calculating the difference between the 
values of the initial and final stocks. The variation 
in stocks in volume terms can then be calculated by 
deflating the initial and final stocks to bring them 
in line with the average price of the base period. 
When the variations in stocks are known in quan-
tity terms, it is possible, again assuming regular 
entries and withdrawals, to calculate the volume 
of the variation in stocks by applying the average 
price of the base period to the variation in stocks in 
quantity terms.

Measures of real income for the total 
economy

10.46 It is generally not possible to divide income flows 
into a price and a quantity component and for 
this reason price and volume measures cannot be 
defined in the same way as for the flows and stocks 
of products. Income flows can be measured in real 
terms only if one chooses some selected basket of 
goods and services on which the income is typi-
cally spent and uses the price index for this bas-
ket as a deflator of current incomes. The choice is 
always arbitrary in the sense that income is seldom 
spent specifically for purchases during the period 
in question. Some of it may be saved for purchases 

in later periods or, alternatively, the purchases dur-
ing the period may be partly financed from savings 
made earlier.

10.47 Gross domestic product at previous year prices 
measures the total production (less the interme-
diate consumption) in volume terms for the total 
economy. The total real income of residents is 
influenced not only by this volume of production 
but also by the rate at which exports can be traded 
against imports from the rest of the world. If the 
terms of trade improve, fewer exports are needed 
to pay for a given volume of imports, so that at a 
given level of domestic production goods and ser-
vices can be reallocated from exports to consump-
tion or capital formation.

Real gross domestic income can be derived by add-
ing the so-called trading gain to volume figures on 
gross domestic product. The trading gain or, as the 
case may be, loss is defined as:

T X M
P

X
P

M
Px m

=
−

− −










i.e. the current balance of exports less imports, 
deflated by a price index P, less the difference 
between the deflated value of exports and the 
deflated value of imports. The choice of an appro-
priate deflator P for the current trade balances 
should be left to the statistical authorities in a 
country, taking account of the particular circum-
stances of that country. In circumstances in which 
there is uncertainty about the choice of deflator an 
average of the import and the export price indices 
is likely to provide a suitable deflator.

Various real income aggregates are identified and 
defined in the way shown as follows:

gross domestic product in volume terms

plus  the trading gain or loss from changes in 
terms of trade

equals real gross domestic income

plus  real primary incomes receivable from 
abroad

minus real primary incomes payable to abroad

equals real gross national income

plus  real current transfers receivable from 
abroad
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minus real current transfers payable to abroad

equals real gross national disposable income

minus  consumption of fixed capital in volume 
terms

equals real net national disposable income.

To be able to express the various national income 
aggregates in real terms, it is recommended that 
receivables and payables of primary incomes and 
transfers to and from abroad should be deflated 
with an index of gross domestic final expenditure. 
Real national disposable income is to be expressed 
on a net basis by deducting from its gross value the 
consumption of fixed capital in volume terms.

Interspatial price and volume indices

10.48 The fact that countries have different price lev-
els and currencies poses a challenge to interspa-
tial comparisons of prices and volumes. Nominal 
exchange rates are not suitable conversion fac-
tors in such comparisons, because they do not ade-
quately reflect price level differences, and because 
they are not sufficiently stable over time.

10.49 Instead, purchasing power parities (PPPs) are 
applied. A PPP is defined as the number of units 
of country B’s currency that is needed in country 
B in order to purchase the same quantity of goods 
and services that one unit of country A’s currency 
will purchase in country A. PPPs can thus be inter-
preted as the exchange rate of an artificial currency 
commonly referred to as the purchasing power 
standard (PPS). If the expenditures of countries 
A and B expressed in national currencies are con-
verted into PPS, the resulting figures are expressed 
in the same price level and the same currency, 
allowing a meaningful comparison of volumes.

10.50 PPPs for market goods and services are based on 
international price surveys. Such price surveys 
are carried out simultaneously in all participating 
countries, based on a common product sample. The 
sample items are clearly specified in terms of their 
technical characteristics, as well as other variables 
that are assumed to influence the price, like instal-
lation costs and the terms of sale. While priority is 
given to the comparability of the sample items, this 

must nevertheless be weighted against their repre-
sentativity in national markets. The product sam-
ple should ideally be equally representative in all 
participating countries.

10.51 For non-market services, interspatial compari-
sons face the same problem as intertemporal ones, 
since no market prices exist in either dimension. 
Traditionally, an input approach (or an input cost 
approach) has been applied, under the assump-
tion that output equals the sum of inputs. This 
approach, which implies direct or indirect volume 
comparisons of inputs, fails to take differences in 
productivity into account. For this reason, as for 
intertemporal comparisons, methods are preferred 
which focus either on the direct measurement of 
output or on output prices which are subsequently 
used to deflate expenditure, at least for individual 
services such as education and health.

10.52 In the calculation of PPPs, the same index number 
formulae are applied as in the calculation of tem-
poral indices. In a bilateral context involving two 
countries, A and B, either country can be used to 
give the weights. Viewed from the angle of country 
A, a Laspeyres-type index with weights from coun-
try A can be calculated as well as a Paasche-type 
index using weights from country B. However, if 
the two economies are structurally different, the 
spread between these two indices may be quite 
large, and the end result would be heavily influ-
enced by the choice of index. In binary compari-
sons, it is thus preferable to apply the average of the 
two, that is, a Fisher index.

10.53 Explicit numerical weights are usually not available 
at the level of individual sample items. Therefore, 
a form of implicit weighting is applied, based on 
whether countries regard a particular item as rep-
resentative of the domestic consumption pattern 
or not. The lowest level of aggregation for which 
numerical weights are available, is referred to as the 
basic heading (BH) level.

10.54 Transitivity implies that the direct PPP between 
countries A and C is equal to the indirect PPP 
derived by multiplying the direct PPP between 
countries A and B (or any other third country) 
and the direct PPP between countries B and C. 
The Fisher PPPs at BH level are not transitive, but 
it is possible to derive from them a set of transi-
tive PPPs that resemble the original Fisher indices, 
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using the criterion of least squares for this purpose. 
Applying the so-called Éltetö-Köves-Szulc (EKS) 
formula minimises the deviations between the 
original Fisher indices and produces a complete set 
of transitive PPPs at BH level.

10.55 The resulting set of transitive PPPs for all countries 
and all BHs are aggregated up to the level of total 
GDP using expenditures from national accounts as 
weights. The aggregate PPPs at the level of GDP or 
any other category can be applied in, for instance, 
the calculation of real expenditures and spatial 
volume indices. A PPP divided by the nominal 

exchange rate between two countries produces a 
price level index (PLI), that can be used in analyses 
of countries’ comparative price levels.

10.56 The European Commission (Eurostat) is responsi-
ble for calculating PPPs for the Member States in 
accordance with Regulation (EC) No  1445/20072. 
In practice, these PPP calculations are embedded 
in a wider PPP program coordinated jointly by 
Eurostat and OECD. The detailed methods used in 
the program are described in the Eurostat-OECD 
Methodological manual on purchasing power 
parities3.

2 Regulation (EC) No 1445/2007 of the European Parliament and of the Council of 
11 December 2007 establishing common rules for the provision of basic information 
on Purchasing Power Parities and for their calculation and dissemination (OJ L 336, 
20.12.2007, p. 1).

3 Eurostat-OECD, Eurostat-OECD Methodological manual on purchasing power parities, 
2006 (available on: http://epp.eurostat.ec.europa.eu).

http://epp.eurostat.ec.europa.eu
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CHAPTER 11

Population and labour inputs
11.01 Comparisons between countries, or between 

industries or sectors within the same economy, are 
more useful for some purposes when aggregates in 
the national accounts (for example, gross domes-
tic product, the final consumption of households, 
the value added of an industry, compensation of 
employees) are considered in relation to the num-
ber of inhabitants and labour input variables. For 
such cases, definitions of population and labour 
inputs must be consistent with the concepts used 
in national accounts, and reflect the production 
boundary of national accounts.

11.02 The aim of this Chapter is to describe the frame-
works and measures of population and employ-
ment statistics, and to provide guidance to the 
extent those frameworks correspond to the system 
of national accounts.

11.03 Labour inputs are classified on the basis of the same 
statistical units as used for the analysis of produc-
tion, namely the local kind-of-activity unit and the 
institutional unit.

11.04 The aggregates to which the figures for popula-
tion and labour inputs are related are often annual 
totals. In such cases, average population and labour 
inputs during the year have to be used. When sur-
veys are conducted several times during the course 
of the year, the figure taken is the average of the 
results obtained on those various dates. When a 
survey is carried out over a period within the year, 
the period used must be representative; the latest 
available information on variations throughout the 
year must be used in estimating data for the year 
as a whole. For example, when estimating average 
employment, allowance must be made for the fact 
that certain people do not work throughout the 
whole year, for example casual workers and sea-
sonal workers.

Total population

11.05 Definition: on a given date, the total population of a 
country consists of all persons, national or foreign, 
who are permanently settled in the economic ter-
ritory of the country, even if they are temporarily 
absent from it. An annual average of head counts 
will provide an appropriate basis for estimating 
national accounts variables or for use as a denomi-
nator in comparisons.

11.06 Total population is defined for national accounts 
according to the concept of residence as described 
in Chapter 2. A person who is staying, or intends to 
stay, on the economic territory of the country for a 
period of one year or more is regarded as perma-
nently settled there. A person is regarded as being 
temporarily absent if he or she is permanently set-
tled in the country but is staying, or intends to stay, 
in the rest of the world for a period of less than 
one year. All individuals who belong to the same 
household are resident where the household has 
a centre of predominant economic interest: this is 
where the household maintains a dwelling, or suc-
cession of dwellings, which members of the house-
hold treat, and use, as their principal residence. A 
member of a resident household continues to be 
a resident even if that individual makes frequent 
journeys outside the economic territory because 
their centre of economic interest remains in the 
economy in which the household is resident.

11.07 The total population of a country includes:

(a) nationals settled in the country;

(b) national civilians who are staying abroad for a 
period of less than one year. Examples are fron-
tier workers, seasonal workers, and tourists;

(c) foreign civilians settled in the country for 
a period of one year or more, including the 
personnel and accompanying members of 
their households, of the institutions of the 
European Union and of international civilian 
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organisations located within the geographic 
territory of the country;

(d) foreign military personnel working with inter-
national military organisations located within 
the geographic territory of the country;

(e) foreign technical assistance personnel on long-
term assignments who work in the country for 
over a year, and are deemed to be employed by 
their host government on behalf of the govern-
ment, or international organisation, which is 
financing their work.

The total population also includes the following, 
irrespective of the length of their stay outside the 
country:

(a) national students however long they study 
abroad;

(b) members of the country’s armed forces sta-
tioned in the rest of the world;

(c) nationals who are on the staff of national sci-
entific bases established outside the geographic 
territory of the country;

(d) nationals who are on the staff of diplomatic 
missions abroad;

(e) nationals who are members of the crews of fish-
ing boats, other ships, aircraft and floating plat-
forms operating outside the economic territory;

(f) patients taking medical treatment abroad.

11.08 Conversely, the total population of a country does 
not include:

(a) foreign civilians staying on the territory for less 
than a year, such as frontier workers, seasonal 
workers, tourists, and patients;

(b) national civilians staying abroad for a period of 
one year or more;

(c) national military personnel working with inter-
national organisations located in the rest of the 
world;

(d) national technical assistance personnel on 
long-term assignments who work abroad and 
are deemed to be employed by their host gov-
ernment on behalf of the government, or 

international organisation, which is financing 
their work;

(e) foreign students however long they study in the 
country;

(f) members of the armed forces of a foreign coun-
try who are stationed in the country;

(g) the foreign personnel of foreign scientific 
bases located on the geographic territory of the 
country;

(h) members of foreign diplomatic missions sta-
tioned in the country.

11.09 The definition of population given above differs 
from the present, or de facto, population, which 
consists of persons actually present on the geo-
graphic territory of a country at a given date. It also 
differs from the registered population.

Economically active population

11.10 Definition: the economically active population 
comprises all persons, who provide, or are avail-
able to provide, the supply of labour for produc-
tive activities falling in the production boundary of 
national accounts. It includes all persons who fulfil 
the requirements for inclusion in employment or 
in unemployment as subsequently defined.

The relevant standards on labour force statis-
tics are maintained by the International Labour 
Organisation (ILO). The ILO standards are con-
tained in ‘Resolutions’, which are adopted by ses-
sions of the International Conference of Labour 
Statisticians (ICLS). The one most relevant to col-
lecting and compiling labour force data is the 
Resolution concerning statistics of the economi-
cally active population, employment, unemploy-
ment and underemployment1. This resolution was 
adopted by the 13th International Conference of 
Labour Statisticians in October 1982, and amended 
by resolution of the Eighteenth ICLS in December 
2008. In that resolution the labour force is defined 
in terms of individuals engaged in an activity 

1 http://www.ilo.org/global/statistics-and-databases/standards-and-guidelines/
resolutions-adopted-by-international-conferences-of-labour-statisticians/
WCMS_087481/lang–en/index.htm

http://www.ilo.org/global/statistics-and-databases/standards-and-guidelines/
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included within the national accounts production 
boundary.

Employment

11.11 Definition: employment covers all persons engaged 
in productive activity that falls within the produc-
tion boundary of the national accounts.

Persons in employment are employees or self-
employed persons. Persons holding more than one 
job are classified as employees or self-employed 
according to their main job.

Employees

11.12 Definition: employees are defined as persons who, 
by agreement, work for a resident institutional unit 
and receive a remuneration recorded as compensa-
tion of employees.

‘Employees’ correspond to the ILO definition of ‘paid 
employment’. The relationship of employer to employee 
exists when there is a contract, which may be formal or 
informal, between an enterprise and a person, entered into 
voluntarily by both parties, whereby the person works for 
the enterprise in return for remuneration in cash or in 
kind.

Persons having both a job as an employee and a job as 
a self-employed person are classified as an employee if 
the employee job constitutes their principal activity by 
income. If income is not available, then hours worked is 
to be used as a proxy.

11.13 The following categories of employees are included:

(a) persons engaged by an employer under a con-
tract of employment. Examples are manual and 
non-manual workers, management personnel, 
domestic staff, and people carrying out remu-
nerated productive activity under employment 
programs;

(b) civil servants and other government employees 
whose terms and conditions of employment are 
laid down by public law;

(c) the armed forces, consisting of those who have 
voluntarily enlisted for both long and short 
engagements, and conscripts including con-
scripts working for civil purposes;

(d) ministers of religion, if they are paid directly by 
general government or a non-profit institution;

(e) owners of corporations and quasi-corporations 
if they work in those enterprises;

(f) students who have a formal commitment 
whereby they contribute some of their own 
labour as an input to an enterprise’s process of 
production in return for remuneration in cash 
or in kind as education services;

(g) outworkers if there is an explicit agreement that 
the outworker is remunerated on the basis of 
the work done: that is, the amount of labour 
which is contributed as an input into some 
process of production; an outworker is an 
employee if their contract with the employer is 
essentially to provide labour;

(h) persons employed by temporary employment 
agencies, who are to be included in the indus-
try of the agency which employs them, and not 
in the industry of the enterprise for which they 
actually work.

11.14 Persons temporarily not at work are also consid-
ered as employees provided they have a formal job 
attachment. This formal attachment shall be deter-
mined according to one or more of the following 
criteria:

(a) the continued receipt of a wage or salary;

(b) an assurance of a return to work following the 
end of the contingency, or an agreement as to 
the date of return.

This covers persons temporarily not at work 
because of illness or injury, holiday or vacation, 
strike or lockout, educational or training leave, 
maternity or parental leave, reduction in economic 
activity, temporary disorganisation or suspen-
sion of work due to reasons such as: bad weather, 
mechanical or electrical breakdown, or shortage of 
raw materials or fuels. It also covers other tempo-
rary absences with or without leave.

Self-employed persons

11.15 Definition: self-employed persons are defined as 
persons who are the sole owners, or joint owners, 
of the unincorporated enterprises in which they 
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work, excluding those unincorporated enterprises 
that are classified as quasi-corporations. Persons 
having both an employee job and a job as a self-
employed person are classified here if the self-
employed job constitutes their principle activity by 
income.

If income is not readily available, then hours 
worked may be used as a proxy.

Self-employed persons may be temporarily not at 
work during the reference period. The compensa-
tion for self-employment is mixed income.

11.16 Self-employed persons include the following 
categories:

(a) unpaid family workers, including those work-
ing in unincorporated enterprises engaged in 
market production;

(b) outworkers whose income is a function of the 
value of the outputs from some process of pro-
duction for which they are responsible. The 
contract of those outworkers is to provide 
goods or services to the commissioning party;

(c) workers engaged in production undertaken 
entirely for their own final consumption or 
own capital formation, either individually or 
collectively. Such production must be a signifi-
cant part of their final use for it to be recorded.

Unpaid voluntary workers are included with self-
employed persons if their volunteer activities result 
in goods; for example the construction of a dwell-
ing, church or other building. But if their volun-
teer activities result in services, for example care-
taking or cleaning without payment, they are not 
included under employment, because those volun-
teer services are excluded from production.

Although the services householders provide 
to themselves as owners of their dwellings are 
included within the national accounts production 
boundary, there is no labour input in the produc-
tion of such services; owner-occupiers of dwellings 
are not considered as self-employed persons.

Employment and residence

11.17 The results of the activity of producer units are con-
sistent in coverage with employment if the latter 

includes both the residents and the non-residents 
who work for resident producer units.

Employment, therefore, also includes the following 
categories:

(a) non-resident border workers, i.e. persons who 
cross the border each day to work in the eco-
nomic territory;

(b) non-resident seasonal workers, i.e. persons 
who move into the economic territory and stay 
there for less than one year in order to work 
in industries which periodically require addi-
tional labour;

(c) members of the country’s armed forces sta-
tioned in the rest of the world;

(d) nationals who are on the staff of national sci-
entific bases established outside the geographic 
territory of the country;

(e) nationals who are on the staff of diplomatic 
missions abroad;

(f) members of the crews of fishing boats, other 
ships, aircraft and floating platforms operated 
by resident units;

(g) local employees of general government bodies 
situated outside the economic territory.

11.18 The following categories are excluded from 
employment:

(a) residents who are border workers or seasonal 
workers, i.e. who work in another economic 
territory;

(b) nationals who are members of the crews of fish-
ing boats, other ships, aircraft and floating plat-
forms operated by non-resident units;

(c) local employees of foreign government agen-
cies located on the geographic territory of the 
country;

(d) the personnel of the institutions of the European 
Union and international civilian organisations 
located within the geographic territory of the 
country (including local employees directly 
recruited);
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(e) members of armed forces working with inter-

national military organisations located on the 
geographic territory of the country;

(f) nationals working in foreign scientific bases 
established in the economic territory.

11.19 In order to be able to make the transition to the 
concepts generally used in labour force statistics 
(employment on a national basis), the ESA spe-
cially provides for the following items to be shown 
separately:

(a) the conscripted forces (not included in the 
labour force statistics, but included in the ESA 
under general government services);

(b) residents working for non-resident producer 
units (included in labour force statistics but 
not included in employment as defined in the 
ESA);

(c) non-residents working with resident producer 
units (not included in labour force statistics 
but included in employment as defined in the 
ESA);

(d) resident workers living permanently in an 
institution;

(e) resident workers under the age taken into 
account in labour force statistics.

Unemployment

11.20 Definition: in accordance with the guidelines estab-
lished by the International Labour Organization 
(13th International Conference of Labour 
Statisticians), further specified in the European 
Union context by Commission Regulation (EC) 
1897/20002, the concept of unemployment com-
prises all persons above a specified age who during 
the reference period were:

(a) ’without work’, i.e. not in paid employment or 
self-employment;

2 Commission Regulation (EC) 1897/2000 of 7 September 2000 implementing Council 
Regulation (EC) No 577/98 on the organisation of a labour force sample survey in 
the Community concerning the operational definition of unemployment (OJ L 228, 
8.9.2000, p. 18).

(b) ’currently available for work’, i.e. were available 
for paid employment or self-employment dur-
ing the reference period; and

(c) ’seeking work’, i.e. had taken specific steps in 
a specified recent period to seek paid employ-
ment or self-employment.

11.21 The specific steps may include: registration at a 
public or private employment exchange; applica-
tion to employers; checking at worksites, farms, 
factory gates, markets or other assembly places; 
placing or answering newspaper advertisements; 
seeking assistance of friends or relatives; look-
ing for land, building, machinery or equipment to 
establish own enterprise; applying for permits and 
licences or financial resources, etc.

Jobs

11.22 Definition: a job is defined as an explicit or implicit 
contract between a person and a resident institu-
tional unit to perform work in return for compen-
sation for a defined period or until further notice.

This definition covers the following terms:

(a) the explicit or implicit contract relates to the 
provision of labour input, not to supplying out-
put of a good or service;

(b) work means any activity which contributes to 
the production of goods and services within the 
production boundary. The legality of the work 
and the age of the worker are irrelevant;

(c) compensation is to be interpreted here in a 
wide sense, including mixed income of self-
employed persons.

In this definition of a job, both employee and self-
employment jobs are covered; that is, an employee 
job if the person belongs to another institutional 
unit than the employer and a self-employment job 
if the person belongs to the same institutional unit 
as the employer.

11.23 The concept of jobs differs from the concept of 
employment as defined above.

(a) Jobs include second, third, etc. jobs of the same 
person. Those second, third, etc. jobs of a per-
son may either successively follow one another 
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within the reference period (usually, a week) or, 
as when someone has an evening job as well as a 
daytime job, run in parallel.

(b) On the other hand, jobs exclude persons tem-
porarily not at work but who have a ‘for-
mal attachment to their job’ in the form, for 
instance, of ‘an assurance of return to work 
or an agreement as to the date of return’. Such 
an understanding between an employer and 
a person on lay-off or away on training is not 
counted as a job in the system.

Jobs and residence

11.24 A job in the economic territory of the country is an 
explicit or implicit contract between a person (who 
may be resident in another economic territory) 
and an institutional unit resident in the country.

For measuring labour input to domestic economic 
activity, only the residence of the producer institu-
tional unit is relevant, because resident producers 
alone contribute to gross domestic product.

11.25 Moreover:

(a) jobs are included in the count of jobs in the 
economic territory when the employees of a 
resident producer are working temporarily 
in another economic territory and when the 
nature and duration of the activity do not war-
rant its treatment as a notional resident unit of 
that other territory;

(b) jobs are excluded from the count of jobs in the 
economic territory when performed for non-
resident institutional units, that is, for units 
with a centre of interest in another country 
which have no intention of being active on the 
domestic territory for a year or more;

(c) the jobs of the staff of international organ-
isations and those of locally recruited staff 
engaged by foreign embassies are excluded 
from the count, since the employing units are 
not resident.

The non-observed economy

11.26 Value of production activities that are not directly 
observed are, in principle, included within the 
national accounts production boundary. The fol-
lowing three types of activity are therefore included:

(a) illegal activities where the parties are willing 
partners in an economic transaction;

(b) hidden and underground activities where the 
transactions themselves are not against the law, 
but are unreported to avoid official scrutiny;

(c) activities described as ‘informal’, typically 
where no records are kept.

In principle, the remuneration of these workers is 
included in compensation of employees or mixed 
income. This adjustment is to be taken into account 
in the data on employment and self-employment 
when calculating ratios and other statistics.

Illegal activities where either of the parties are not 
willing participants (e.g. theft) are not economic 
transactions and so are not included in the produc-
tion boundary.

Total hours worked

11.27 Definition: total hours worked represents the 
aggregate number of hours actually worked as 
an employee or self-employed person during the 
accounting period, when their output is within the 
production boundary.

Given the broad definition of employees which 
covers persons temporarily not at work but with 
a formal attachment, and part-time workers, the 
appropriate measure for productivity calculation is 
not a head count but total hours worked.

Total hours worked is the most appropriate meas-
ure of labour inputs for the national accounts.

Specifying hours actually worked

11.28 Total hours actually worked represents those hours 
of labour that have contributed to production and 
can be defined with reference to the production 
boundary of national accounts. The ILO standard 
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contained in the  Resolution concerning the meas-
urement of working time, adopted by the 18th 
ICLS in December 20083, defines hours actually 
worked as the time persons spend in the perfor-
mance of activities that contribute to the produc-
tion of goods and services during a specified refer-
ence period. The resolution defines hours worked 
as follows:

(1) hours actually worked occur in all types of 
jobs under varying work and compensation 
arrangements paid or unpaid, that can be per-
formed at all types of location;

(2) hours actually worked are not linked to admin-
istrative or legal concepts and therefore apply 
to all working persons and may occur within 
normal or contractual hours or as overtime;

(3) statistics for hours actually worked shall 
include:

(a) hours actually worked during normal periods of 
work and directly contributing to production;

(b) paid time spent on training;

(c) time worked in addition to hours worked during 
normal periods of work, known as overtime. Note 
that overtime hours worked shall be included even 
if they are unpaid;

(d) time spent working on tasks such as the prepara-
tion of the workplace, repairs and maintenance, 
preparation and cleaning of tools, and the prepa-
ration of receipts, time sheets and reports;

(e) time spent waiting or standing-by during short-
term disruptions during the workday for such 
reasons as lack of supply of work, breakdown 
of machinery, or accidents, or time spent at the 
place of work during which no work is done but 
for which payment is made under a guaranteed 
employment contract;

(f) time corresponding to short periods of rest during 
the workday, including tea and coffee breaks;

(g) on-call work arrangements. Where this occurs 
away from the work-place, for example at home, 
the time is included in hours actually worked 
according to the degree to which the person’s non-
work activities and movements are restricted;

(h) hours worked by defence force personnel, includ-
ing conscripts, shall be included even if they are 

3 http://www.ilo.org/global/statistics-and-databases/standards-and-guidelines/
resolutions-adopted-by-international-conferences-of-labour-statisticians/
WCMS_112455/lang–en/index.htm

outside the scope of a country’s labour force 
survey;

(4) statistics for hours actually worked shall 
exclude:

(a) hours paid for but not worked, such as paid annual 
leave, paid public holidays, paid sick leave, paren-
tal leave, strikes, ‘short leave’ for medical visits etc., 
bad weather shutdowns;

(b) meal breaks;

(c) time spent on travel between home and work, 
although any work undertaken while commuting 
shall be included;

(d) education other than training.

More exhaustive definitions of these criteria can 
be found in the ICLS Resolution concerning the 
measurement of working time of December 20084.

11.29 Total hours worked is the aggregate number of 
hours actually worked during the accounting 
period in employee and self-employment jobs 
within the economic territory:

(a) including work outside the economic territory 
for resident employer institutional units who 
have no centre of economic interest there;

(b) excluding work for foreign employer institu-
tional units who have no centre of economic 
interest within the economic territory.

11.30 Many surveys of enterprises record hours paid not 
hours worked. In those cases, hours worked have 
to be estimated for each job group, using whatever 
information is available about paid leave etc.

11.31 For business cycle analysis, it may be useful to 
adjust total hours worked by adopting a standard 
number of working days per year.

Full-time equivalence

11.32 Definition: full-time equivalent employment, 
which equals the number of full-time equivalent 
jobs, is defined as total hours worked divided by 
the average annual number of hours worked in 
full-time jobs within the economic territory.

4 http://www.ilo.org/global/statistics-and-databases/standards-and-guidelines/
resolutions-adopted-by-international-conferences-of-labour-statisticians/
WCMS_112455/lang–en/index.htm

http://www.ilo.org/global/statistics-and-databases/standards-and-guidelines/
http://www.ilo.org/global/statistics-and-databases/standards-and-guidelines/


11 Population and labour inputs

312 European system of accounts — ESA 2010 

11.33 This definition does not necessarily describe how 
the concept is estimated: since the length of a full-
time job has changed through time and differs 
between industries, methods which establish the 
average proportion and average hours of less than 
full-time jobs in each job group are used. A normal 
full time week must first be estimated in each job 
group. A job group can be defined, inside an indus-
try, according to gender and kind of work. Hours 
contractually agreed upon constitute, for employee 
jobs, the appropriate criteria for determining those 
figures. The full-time equivalent is calculated sepa-
rately in each job group, then summed up.

11.34 Total hours worked are the best measure of labour 
inputs, but where this information is lacking, full-
time equivalence may be the best available proxy; it 
can be estimated more easily and enables interna-
tional comparisons with countries which can only 
estimate full-time equivalent employment.

Employee labour input at constant 
compensation

11.35 Definition: for labour inputs of similar type and 
qualifications in the base period, employee labour 
input at constant compensation measures current 

labour inputs valued at the levels of compensa-
tion of employee jobs ruling during a selected base 
period.

11.36 Compensation of employees at current prices 
divided by employee labour input at constant com-
pensation yields an implicit compensation price 
index comparable with the implicit price index of 
final uses.

11.37 The purpose of the concept of employee labour 
input at constant compensation is to describe the 
changes in the composition of the work force, for 
example from lower paid to higher paid workers. 
To be effective, the analysis is to be undertaken on 
an industry basis.

Productivity measures

11.38 Definition: productivity is a measure of output 
from a production process, per unit of input. For 
example, labour productivity is typically measured 
as a ratio of output per labour-hour (an input). It 
is therefore essential that labour measures used 
in studies where the output is based on national 
accounts measures are consistent in concept and 
coverage with the national accounts.
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CHAPTER 12

Quarterly national accounts

Introduction

12.01 This Chapter sets out the major principles and 
characteristics of quarterly national accounts.

12.02 Quarterly national accounts are national accounts 
whose reference period is a quarter. They are a sys-
tem of integrated quarterly indicators. Quarterly 
national accounts provide a comprehensive account-
ing framework within which economic data can be 
compiled and presented in a format that is designed 
for purposes of economic analysis, decision-taking 
and policymaking, on a quarterly basis.

12.03 Quarterly national accounts adopt the same prin-
ciples, definitions, and structure as annual national 
accounts. Quarterly national accounts use the con-
cepts of annual national accounts unless indicated 
otherwise in this Chapter.

12.04 Quarterly national accounts cover the entire 
sequence of accounts and balance sheets. In 
practice, the constraints of data availability, 
time, and resources mean that quarterly national 
accounts are less complete than annual national 
accounts.

In comparison to annual national accounts, quar-
terly national accounts are more limited in scope. 
They focus on measuring GDP, on measuring the 
supply and use of goods and services, and on the 
generation of income. There is limited detail on 
industry activity and specific transactions. This 
reflects a trade-off between timeliness and scope, 
detail and reliability.

12.05 Compared to annual national accounts, quarterly 
national accounts are compiled and released more 
frequently. They provide an early overview of eco-
nomic developments and can be used for early esti-
mates of annual national accounts.

12.06 The time series of quarterly national accounts sta-
tistics, due to their quarterly frequency, present a 

seasonal pattern and are affected by calendar events. 
The seasonal pattern is smoothed out through sea-
sonal and calendar adjustment procedures.

12.07 Quarterly national accounts rely on more lim-
ited data sources than annual national accounts 
and their compilation requires more use of sta-
tistical and econometric techniques. There are 
two approaches to the compilation of quarterly 
national accounts: the direct approach and the 
indirect approach.

12.08 The direct approach is based on the availabil-
ity, at quarterly intervals, of similar data sources 
as those used to compile annual accounts; under 
this approach, similar methods of compilation are 
applied. The indirect approach uses statistical and 
econometric estimation techniques that use infor-
mation from the annual accounts and short-term 
indicators to interpolate and extrapolate from 
the annual estimates. The choice between those 
approaches depends on the information used in 
the production of annual accounts being readily 
available in the same form at quarterly level.

12.09 The purpose of quarterly national accounts is dif-
ferent from that of annual national accounts. 
Quarterly national accounts focus on the short-
term movements of the economy and provide a 
coherent measure of such movements within the 
national accounts framework. Emphasis is placed 
on growth rates and their characteristics over time 
such as acceleration, deceleration or change in 
sign. The annual national accounts’ emphasis is on 
levels and the structure of the economy, as well as 
growth rates.

Annual national accounts are less suitable than 
quarterly national accounts for business cycle anal-
yses, because annual data mask short-term eco-
nomic developments.

12.10 Quarterly national accounts may be used in the 
compilation of annual national accounts. They 
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improve the reliability and timeliness of annual 
national accounts and, in some countries, annual 
national accounts are directly derived from the 
aggregation over the year of quarterly national 
accounts. Those different roles reflect differ-
ences in data availability and in compilation 
processes.

12.11 A range of data feeds into the compilation of quar-
terly national accounts, such as short term statis-
tics on production, prices, employment and exter-
nal trade, confidence indicators of business and 
consumers and administrative data like VAT rev-
enues. In comparison to such indicators, quarterly 
national accounts offer:

(a) a broader scope;

(b) exhaustiveness;

(c) a coherent national accounts framework;

(d) consistency with the concepts and data in 
national accounts;

(e) international comparability based on an inter-
national methodological framework, the 2008 
SNA.

12.12 The coverage of quarterly national accounts cor-
responds to the coverage of annual accounts, 
encompassing the entire sequence of accounts 
and the corresponding aggregates as well as 
the supply and use framework. However, the 
reduced availability of information and the 
quarterly frequency of compilation usually result 
in reduced coverage and scope for quarterly 
national accounts.

The quarterly accounts framework includes the 
following:

(a) main aggregates, including employment and 
population;

(b) financial and non-financial accounts by institu-
tional sector;

(c) limited detail breakdowns of key aggregates 
such as gross value added, final consumption 
expenditure, gross fixed capital formation, 
imports and exports of goods and services, and 
employment; and

(d) a simplified sequence of accounts.

Such elements are usefully complemented, for 
compilation purposes, by a simplified supply and 
use framework.

Specific features of quarterly national 
accounts

12.13 Compilation issues which are especially important 
for quarterly national accounts are:

(a) time of recording;

(b) flash estimates;

(c) balancing and benchmarking;

(d) chain-linked volume measures; and

(e) seasonal and calendar adjustments.

Time of recording

12.14 The rules on the time of recording that apply to 
quarterly national accounts are the same as those 
that apply for annual national accounts. However, 
specific measurement problems with respect to the 
time of recording arise due to the shorter period of 
recording. This affects, in particular, measuring of:

(a) work-in-progress;

(b) activities in specific periods within a year; and

(c) low-frequency payments.

12.15 For quarterly national accounts, recording of activ-
ities and flows concentrated in specific periods 
within a year is important. The size of such activ-
ities by quarter, such as the output of agriculture, 
construction and tourism, depends on external fac-
tors such as the weather and official holidays. The 
payment of wages, taxes, social benefits and divi-
dends can be subject to temporary quarterly effects 
such as annual bonuses being paid in one month. 
Errors in measuring the timing and size of such 
events lead to errors in the measurement of quar-
terly growth.

Work-in-progress

12.16 Work-in-progress is incomplete output that is not 
yet ready for delivery. It occurs when production 
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lasts more than one period. Long production cycles 
occur in activities such as agriculture, construc-
tion, manufacturing of machinery, cars and ships, 
and services like the development of software, 
architectural services, the making of a film or large 
sport events. Such long production processes are 
often accompanied by progress payments, occur-
ring especially in activities such as shipbuilding, 
aircraft construction, wine production and adver-
tising contracts. 

Measurement of such production requires that a 
single process is split into separate periods. This is 
more difficult for quarterly national accounts than 
for annual national accounts. However, the same 
principles apply for measuring work-in-progress 
on a quarterly and on an annual basis.

Activities concentrated in specific periods within 
a year

12.17 Allocation of output on the basis of costs incurred 
over time is the normal means of allocating even-
tual output to periods on an accruals basis, but 
does not always apply in full. No output should be 
allocated to periods in which there is no ongoing 
production process, even if there are ongoing costs. 
This applies to the cost of using capital, for exam-
ple rental payments for the use of machinery. This 
situation can apply to agriculture, where there may 
be no production in some periods. Periods with no 
output can also arise in food processing industries 
that are dependent on products from harvests.

Low-frequency payments

12.18 For an activity occurring throughout the year, 
low-frequency payments are payments made once 
a year, or infrequent instalments over the year. 
Examples of such payments are dividends, inter-
est, taxes, subsidies and employee bonuses, such 
as end-of-year bonuses and vacation bonuses. All 
such distributive transactions are recorded on an 
accrual basis, when the claim arose rather than 
when it was paid. This issue of timing of record-
ing also occurs in annual national accounts, when 
payments may partly relate to another accounting 
year.

12.19 In order to deal with such timing issues, two cate-
gories of payments are distinguished.

(a) Payments that have a purely ad hoc charac-
ter are to be recorded in the period in which 
they are actually made. Dividends, for example, 
are usually determined only after the books are 
closed on a fiscal year and may not relate to the 
company’s profits over that year.

(b) Payments that have a fixed relation to a particu-
lar period (e.g. accrued in a previous period or 
accrued over a number of accounting periods) 
are to be allocated to the periods in which they 
accrued. Examples are taxes on income and prod-
ucts, that may be collected in a subsequent period.

12.20 The application of accrual principles to quarterly 
data in such cases may be extremely difficult, and 
alternative methods are necessary, such as a cash 
adjusted basis, or allocating accrual payments to 
periods so that there is minimal distortion of the 
characteristics of time series.

Flash estimates

12.21 Quarterly national accounts provide an overview of 
the state of the economy with a short delay after the 
end of the reference quarter. The timely availability of 
such information helps to identify and interpret eco-
nomic trends. For this reason, flash estimates of key 
macroeconomic aggregates including GDP growth 
and quarterly national accounts indicators are com-
piled more frequently by statistical authorities.

12.22 A flash estimate is an early estimate of an economic 
variable for the most recent reference period. The 
flash estimate is normally calculated on incomplete 
data, but using the same statistical or econometric 
model as for regular estimates. The compilation of 
flash estimates incorporates as much data as pos-
sible. The differences between flash estimates and 
traditional estimates are as follows:

(a) timeliness: flash estimates are available earlier 
than the traditional estimates;

(b) accuracy: there is a trade off between timeli-
ness and accuracy. Flash estimates are in gen-
eral more prone to revision than the traditional 
ones;

(c) coverage: the number of variables covered by 
flash estimates is more limited than traditional 
estimates;
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(d) information: flash estimates are based on less 
information. Often the information for tradi-
tional estimates is not fully available;

(e) estimation method: due to the lack of data, flash 
estimates rely more on econometric methods 
and assumptions.

Balancing and benchmarking of quarterly 
national accounts

12.23 Quarterly national accounts are a coherent set of 
accounts compiled on a quarterly basis. They are 
an integral part of the national accounts frame-
work and are consistent with annual accounts.

12.24 The internal consistency of quarterly accounts is 
achieved by reconciling estimates of supply and 
use for the accounts on a quarterly basis. The con-
sistency with annual accounts is ensured either 
by benchmarking quarterly accounts to annual 
accounts or by deriving annual accounts from 
quarterly accounts.

Balancing

12.25 The balancing or reconciliation process is an inte-
gral part of the compilation process of national 
accounts. It makes optimum use of the diverse 
sources of information underpinning different 
measures in the accounts. In broad terms, balanc-
ing seeks to fit the statistical basic data underly-
ing the different approaches to the compilation of 
GDP and the other parts of the accounts into a sup-
ply and use framework, and so use all the available 
information in an effective manner.

12.26 The principles and procedures of the balancing 
process applied to annual accounts apply to quar-
terly accounts, with additional procedures reflect-
ing the quarterly frequency of compilation. Such 
additional procedures reflect the following features 
of quarterly accounts:

(a) maintaining consistency between seasonally 
adjusted and unadjusted data;

(b) ensuring consistency between current price 
and volume measures;

(c) reconciling measures from the different 
approaches to the compilation of GDP.

A simplified quarterly supply and use framework 
will help in balancing quarterly national accounts. 
When annual supply and use tables are regularly 
compiled, information in the quarterly supply and 
use tables can be explicitly linked to them as part of 
the balancing and benchmarking process.

Consistency between quarterly and annual accounts 
— benchmarking

12.27 The process of alignment of quarterly accounts to 
annual ones can be approached in two ways:

(a) aligning quarterly accounts to annual accounts, 
also known as benchmarking;

(b) deriving annual accounts from quarterly 
accounts.

12.28 Discrepancies between quarterly and annual 
accounts are mainly due to differences in sources, 
and availability of information from shared 
sources.

12.29 Many different methods can be used for reconciling 
quarterly and corresponding annual aggregates.

The ideal method is to identify the causes of the 
differences and to derive new, reconciled quar-
terly and annual aggregates using all available 
information.

Benchmarking techniques ensure consistency 
between the two sets of aggregates by taking one as 
the standard and adapting the other to be consist-
ent with it, through a variety of methods from sim-
ple mathematical adjustments to complex statis-
tical and econometric procedures. Benchmarking 
techniques aim to ensure the accounting coherence 
of the two sets of aggregates in terms of preserva-
tion of movements or other well-defined criteria.

Benchmarking is an integral part of the compila-
tion process and should, in principle, be conducted 
at the most detailed compilation level. In practice, 
this may imply benchmarking different series in 
stages over time, where data for some series, which 
have already been benchmarked, are used to esti-
mate other series, followed by a second or third 
round of benchmarking.

12.30 When quarterly aggregates are taken as the bench-
mark, annual aggregates are derived by adding the 



Quarterly national accounts

317  European system of accounts — ESA 2010

12
appropriate quarterly figures. In this way, consist-
ency is ensured.

12.31 Very often, the reconciliation between quar-
terly and annual aggregates results from a mix of 
benchmarking approaches: for example, prelimi-
nary annual estimates can be derived by aggregat-
ing quarterly figures, and, once annual informa-
tion becomes available and the annual aggregate is 
revised, the annual benchmark is applied to revise 
the corresponding quarterly figures.

Chain-linked measures of price and volume 
changes

12.32 For annual national accounts, the measure of price 
and volume changes is in principle through an 
annual chain index. For the sake of coherence, the 
quarterly measures of price and volume changes are 
constrained to the annual chain-linked measures.

12.33 Consistency between quarterly and annual accounts 
price and volume measures requires either that the 
annual measures are derived from quarterly meas-
ures or that the quarterly data is constrained to the 
annual using benchmarking techniques. This is true 
even if the basic requirement is met that the quar-
terly and annual measures are based on the same 
methods of compilation and presentation, for 
example using the same index formula, base year 
and reference period. Strict consistency is not pos-
sible because quarterly indices will not normally 
reflect exactly the same growth as the corresponding 
annual indices, due to the index mathematical form.

12.34 Whilst quarterly chain-linked volume measures 
could be based on quarterly frequency of chain 
linking, chain linking is in principle to be car-
ried out annually. Quarterly volume measures are 
annually chain linked.

12.35 Quarterly national accounts chain-linked vol-
ume series are quarterly volume changes using 
the annual averages of prices of the previous year. 
Three approaches for annually chain linking quar-
terly volume indexes may be used:

(a) annual overlap;

(b) one-quarter overlap;

(c) over-the-year approach.

Creating a time series by applying one of the three 
chain-linking techniques normally induces struc-
tural breaks in the resulting chain-linked series, the 
impact of which is determined by the chosen link-
ing approach and by the change of the price struc-
ture over time.

12.36 The annual overlap approach uses the annual aver-
age values of the respective previous year in prices 
of that year. It results in annual aggregates of 
quarterly volume measures identical to the inde-
pendently derived chain-linked annual national 
accounts series. Moreover, the quarter-on-quar-
ter rates of change within the same calendar year 
between Q1 and Q 4 are not affected by breaks. 
However, the volume series is affected by breaks 
occurring from the fourth quarter of a year to 
the first quarter of the following year, which also 
appear in the respective quarter-on-quarter rate of 
change.

12.37 By contrast, the one-quarter overlap approach 
generally leads to undistorted quarter-on-quarter 
rates of change for all quarters of the year, since 
the chain links refer to the quantities of the fourth 
quarter of the respective previous year valued at 
average prices of that year. However, unlike the 
annual overlap approach, the one-quarter over-
lap approach leads to quarterly chain-linked series 
which are not consistent with the independently 
derived chain-linked annual national accounts 
series.

12.38 The over-the-year approach of chain linking leads 
to undistorted year-on-year growth rates for all 
quarters, since the chain links refer to the volumes 
of the same quarter in the respective previous year, 
valued at average prices of that year. However, this 
approach leads to results that are affected by struc-
tural breaks in every quarter, so that each quarter-
on-quarter rate of change is affected by a break. 
Hence, the over-the-year approach impacts most 
on the intra-annual profile of a series.

12.39 Provided the substitution effects (changes in vol-
umes due to shifts in price structure) within a year 
are small, the three approaches for quarterly chain 
linking of volumes lead to very similar results.

Based on practical considerations such as quar-
terly growth consistency with annual chain-
linked growth and simplicity and transparency of 
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computation, the annual overlap method is the 
recommended method.

Seasonal and calendar adjustments

12.40 Seasonality is any pattern that recurs on a regular 
basis within the same period of each year.

An example is the sale of ice cream in the sum-
mer. Regularly recurring events are smoothed 
over the year by adjusting for seasonality, whereas 
the impact of irregular events remains unaffected. 
Adjusting for seasonality includes allowing for the 
different lengths of months and quarters. The sea-
sonally adjusted results reflect ‘normal’ and recur-
ring events over the whole year in which they occur. 
Seasonally adjusted series reveal more clearly than 
unseasonally adjusted series the following features 
for example:

(a) changes in trend; and

(b) turning points in the business cycle.

12.41 The calendar effect is the impact on a time series of 
the following:

(a) the number and composition of working and 
trading days;

(b) the occurrence of fixed and moving holidays;

(c) leap years and other calendar phenomena such 
as bridging days.

12.42 The presence of seasonal and calendar effects in 
quarterly national accounts time series obscures 
the trend in growth of quarterly national 
accounts aggregates. So, adjustments for sea-
sonal effects and calendar effects assist in the 
drawing of inferences on trends from quar-
terly national accounts; furthermore, seasonal 
adjustment reveals the impact of major irreg-
ular effects or events to help in understanding 
economic developments through the quarterly 
national accounts statistics.

12.43 Seasonal variations are commonly the effect of var-
iations in energy use, tourism activity, weather 
conditions that affect outdoor activity such as con-
struction, salary bonuses and fixed holidays effects, 
as well as all kinds of institutional or administrative 
practices. Seasonal variations in quarterly national 

accounts depend also on the data sources and com-
pilation methods used.

12.44 For a reliable estimation of seasonal factors, the 
time series may need to be pre-treated. This pre-
vents outliers such as impulse outliers, transi-
tory changes and level shifts, calendar effects and 
national holidays from affecting the quality of 
the seasonal estimates. However, outliers should 
remain visible in the seasonally adjusted data 
unless they are the result of errors, because they 
may reflect specific events such as strikes, natu-
ral disasters, etc. Therefore the outliers should be 
reintroduced into the times series after the seasonal 
components have been estimated.

Sequence of compilation of seasonally adjusted 
chain-linked volume measures

12.45 The compilation of seasonal and calendar adjusted 
quarterly national accounts chain-linked vol-
ume measures is the result of a sequence of oper-
ations including seasonal and calendar adjust-
ment, chain linking, benchmarking and balanc-
ing, applied to the available basic or aggregated 
information.

12.46 The sequence of application of the different steps 
of the compilation process of seasonally adjusted 
chain-linked quarterly national accounts volume 
measures depends on the specificities of the pro-
duction process and on the level of aggregation at 
which it is applied.

Ideally, seasonally adjusted chain-linked volume 
series are obtained by seasonally adjusting the 
chain-linked series, followed by a benchmarking of 
the adjusted chain-linked series.

12.47 There are quarterly national accounts compilation 
systems in which seasonally adjusted data are pro-
duced at a very detailed level, and even at a level at 
which no chain linking is applied, e.g. when pro-
ducing quarterly national accounts from quarterly 
supply and use tables. The order in this case is sea-
sonal adjustment, followed by balancing, chain 
linking and benchmarking. At a disaggregated 
level, the estimates of the seasonal component may 
not be as reliable as at higher quarterly national 
accounts levels. Particular care is then needed for 
revisions of the seasonal component. Furthermore, 
balancing and chain linking seasonally adjusted 
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data must not result in a seasonal pattern being 
introduced into the series.

12.48 Quarterly national accounts volume measures in 
average prices of the previous year can be chain 
linked by using the one-quarter-overlap, the annual 
overlap or the over-the-year technique. From the 
perspective of seasonal adjustment of quarterly 
national accounts volume measures, the one-quar-
ter-overlap and the annual overlap technique are 
preferred. The over-the-year-technique is not rec-
ommended as it can introduce breaks in every sin-
gle quarter-on-quarter movement of the series.

12.49 Seasonally adjusted chain-linked quarterly vol-
ume measures are constrained to the respective 
non-seasonally adjusted chain-linked annual data 
by using benchmarking or constraining tech-
niques that minimise the impact on the quarter-
on-quarter changes of the series. The benchmark-
ing is required for purely practical reasons, e.g. 
the consistency of annual average growth rates. 
Benchmarking shall not result in introducing a 
seasonal pattern in the series. The reference should 

be the independently derived chain-linked annual 
series in unadjusted form for only seasonally 
adjusted quarterly national accounts. Exceptions 
from the desired consistency over time are accept-
able if the seasonality is changing rapidly.

12.50 The calendar effect can be divided into a seasonal 
and a non-seasonal component. The former corre-
sponds to the average calendar situation that recurs 
each year at the same season; the latter corresponds 
to the deviation of the calendar variables, such as 
numbers of trading/working days, moving holi-
days and leap year days, from the month- or quar-
ter-specific average.

12.51 Calendar adjustment removes those non-seasonal 
calendar components from the series, for which 
there is statistical evidence and an economic expla-
nation. Calendar effects, for which a series are 
adjusted for, should be identifiable and sufficiently 
stable over time or, alternatively, it should be pos-
sible to model their changing impact over time 
appropriately.
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CHAPTER 13

Regional accounts

Introduction

13.01 This Chapter describes regional accounts in gen-
eral and clarifies the purposes and major concep-
tual principles and compilation issues typical for 
regional accounts.

13.02 Definition: regional accounts are a regional spec-
ification of the corresponding accounts of the 
national economy. Regional accounts provide a 
regional breakdown for major aggregates such 
as gross value added by industry and household 
income.

13.03 National accounts concepts shall be used for 
regional accounts unless indicated otherwise in 
this Chapter.

National totals hide differences in regional eco-
nomic conditions and performances. Population 
and economic activities are generally unevenly dis-
tributed among regions. Urban regions are gener-
ally specialised in services, while agriculture, min-
ing activities and manufacturing tend to be located 
in non-urban regions. Major issues such as glo-
balisation, innovation, ageing, taxation, poverty, 
unemployment and the environment often have a 
regional economic dimension. Regional accounts 
are, therefore, an important complement to 
national accounts.

13.04 Regional accounts comprise the same set of 
accounts as national accounts, in that they make 
regional economic structures, developments and 
differences visible. Conceptual and measurement 
problems result in a set of accounts for regions 
which are more limited in scope and detail than 
national accounts.

The tables on regional production activities by 
industry show:

(a) the size and the dynamic of production and 
employment by region;

(b) the contribution of regions to national aggregates;

(c) the specialisation of each region;

(d) the role of the various regions for each industry.

Regional household income accounts show pri-
mary and disposable household income by region, 
as well as the sources and distribution of income 
amongst regions.

13.05 In several Member States, regions at various levels 
have a substantial autonomy of decision-making. 
Regional accounts corresponding to such regions 
are, therefore, important for national and regional 
policy.

13.06 Regional accounts also serve important specific 
administrative purposes, e.g.:

(a) to allocate the revenues of a specific national 
tax to regional governments;

(b) to allocate funds as part of European cohesion 
policy.

13.07 Regional accounts can be used flexibly at various 
levels of aggregation. This does not only corre-
spond to geographic regions. Geographic regions 
can also be grouped by economic structure, loca-
tion and economic relationships with other (neigh-
bouring) regions. This is in particular useful for 
analysing national and European economic struc-
tures and development.

13.08 Regional accounts shall be compiled on the basis of 
regional data collected directly, and national data 
with regional breakdowns based on assumptions. 
The more complete the data collected directly, 
the less the role of assumptions. The lack of suf-
ficiently complete, timely and reliable regional 
information requires assumptions in compiling 
regional accounts. This implies that some differ-
ences between regions are not necessarily reflected 
in regional accounts.
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Regional territory

13.09 A regional economy of a country is part of the 
total economy of that country. The total economy 
is defined in terms of institutional units and sec-
tors. It consists of all the institutional units which 
have a centre of predominant economic interest 
in the economic territory of a country (see para-
graph 2.04). The economic territory does not coin-
cide exactly with the geographic territory (see para-
graph 2.05). The economic territory of a country is 
divided into regional territories and the extra-regio 
territory.

13.10 The regional territory consists of that part of the 
economic territory of a country that is directly 
assigned to a region, including any free zones, 
bonded warehouses and factories.

13.11 The extra-regio territory is made up of parts of the 
economic territory of a country which cannot be 
assigned to a single region. It consists of:

(a) the national air-space, territorial waters and the 
continental shelf lying in international waters 
over which the country enjoys exclusive rights;

(b) territorial exclaves (i.e. geographic territories 
situated in the rest of the world and used, under 
international treaties or agreements between 
states, by general government agencies of the 
country — embassies, consulates, military 
bases, scientific bases etc.);

(c) deposits of oil, natural gas etc. in international 
waters, outside the continental shelf of the 
country, worked by resident units.

13.12 The NUTS classification provides a single, uni-
form breakdown of the economic territory of the 
European Union. For national purposes, regional 
accounts may also be compiled at a more detailed 
regional level.

Units and regional accounts

13.13 Two types of units are distinguished for the 
national economy. First, records for the institu-
tional unit reflect flows affecting income, capi-
tal and financial transactions, other flows and bal-
ance sheets. Second, records for the local kind of 

activity unit (local KAU) show flows occurring in 
the process of production and in the use of goods 
and services.

Institutional units

13.14 For regional accounts, depending on the regional 
level, two types of institutional units can be 
distinguished:

(a) Uniregional units, where the centre of pre-
dominant economic interest is in one region. 
Examples of uniregional units are households, 
corporations the local KAUs of which are all 
located in the same region, most local and 
regional governments, part of social security 
and NPISHs.

(b) Multiregional units, where the centre of pre-
dominant economic interest is in more than 
one region. Corporations and NPISHs are 
examples of units which span regions. Other 
examples are institutional units whose activities 
span the whole country, such as central govern-
ment and a small number of corporations exer-
cising monopolies or near-monopolies.

13.15 All transactions of uniregional institutional units 
are allocated to the region in which such units have 
their centre of predominant economic interest. For 
households, the centre of predominant economic 
interest lies in the region where they are resident, 
not the region where they work. Other uniregional 
units have their centre of predominant economic 
interest in the region where they are located.

13.16 Some of the transactions of multiregional units 
cannot be allocated to regions. This is the case 
for most distributive and financial transac-
tions. Consequently, balancing items of multi-
regional units such as saving and net lending are 
not recorded at the regional level for multiregional 
units.

Local kind-of-activity units and regional 
production activities by industry

13.17 Enterprises can engage in production activities at 
more than one location, and for regional accounts 
it is necessary to allocate the activities to location. 
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Where enterprises are partitioned by location, the 
partitioned parts are called local units.

13.18 Institutional units can be classified on the basis of 
economic activities to describe the economy’s pro-
duction activities by industry. This results in heter-
ogeneous industries, as many enterprises have sub-
stantial secondary activities that are different from 
their principal activity. It also results in some indus-
tries having the principal product of the indus-
try as a small proportion of total output. In order 
to obtain groups of producers whose activities are 
more homogeneous in terms of output, cost struc-
ture and technology of production, enterprises are 
partitioned into smaller and more homogeneous 
units. These are called kind-of-activity units.

13.19 The local kind-of-activity unit (local KAU) is the 
part of a kind-of -activity unit (KAU) which corre-
sponds to a local unit. When a KAU is engaged in 
production activities in several regions, the infor-
mation on the KAU is split in order to obtain 
regional accounts. For this splitting, informa-
tion is required on compensation of employees, 
or employment if this is not available, and gross 
fixed capital formation. For enterprises situated in 
a single location and in which the principal activ-
ity accounts for most of the value added, the local 
KAU is the same as the enterprise.

13.20 An industry for a region consists of a group of 
local KAUs engaged in the same, or similar, 
kind-of-activity.

13.21 When defining a local KAU there are three distinct 
cases.

(a) A production activity with significant labour 
input at a fixed location. Significant labour 
input, in this context, at a minimum is the 
yearly equivalent of one person regularly work-
ing half a day.

(b) A production activity without significant 
labour input at a fixed location is generally not 
to be considered as a separate local KAU and 
the production should be attributed to the local 
unit that is responsible for managing this pro-
duction. However, there are exceptions to this 
rule, examples being windmills, the extraction 
of oil and gas, internet hubs and fully automatic 
petrol stations. Such production activities may 
be located in one region and fully managed in 

a different region. The output of such activi-
ties is not recorded in the region where they are 
managed, as production takes place in the other 
region. Gross fixed capital formation should be 
recorded in the same region as the associated 
output and value added.

(c) For a production activity without a fixed loca-
tion the concept of residence (see paragraph 
2.04) at the national level is applied. For exam-
ple, major construction projects undertaken by 
contractors from other regions are registered as 
a separate local KAU. Examples of major con-
struction projects are building bridges, dams 
and power stations, that take a year or more to 
complete and are managed through a local site 
office. For construction projects of less than a 
year, the residence of the parent construction 
company is used to allocate the production by 
region.

13.22 Production transactions between local KAUs, 
which belong to the same institutional unit and 
are located in different regions, are recorded. 
However, no delivery of ancillary output between 
local KAUs is recorded, unless it is observable (see 
paragraph 1.31). This implies that only deliveries of 
principal or secondary output between local KAUs 
are recorded, as far as this is practised in national 
accounts.

13.23 If an establishment undertaking only ancillary 
activities is statistically observable, in that sepa-
rate accounts for the production it undertakes are 
readily available, or if it is in a geographically dif-
ferent location from the establishments it serves, it 
is recorded as a separate unit and allocated to the 
industrial classification corresponding to its princi-
pal activity, in both national and regional accounts. 
In the absence of suitable basic data being availa-
ble, the output of the ancillary activity is estimated 
by summing costs.

Methods of regionalisation

13.24 Regional accounts are based on the transactions 
of units that are resident in a regional territory. In 
general, regional accounts are compiled by using 
the following:

(a) bottom-up methods;
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(b) top-down methods; or

(c) a mixture of bottom-up and top-down methods.

13.25 The bottom-up or ascending method of estimat-
ing a regional aggregate consists of collecting data 
directly for resident units, and compiling regional 
estimates by aggregation.

A pseudo-bottom-up approach is acceptable when 
data for local KAUs is not available. Data for local 
KAUs can be estimated from enterprise, KAU or 
local unit data using distribution models. The esti-
mates are aggregated to obtain regional totals as in 
the bottom-up approach.

In the second stage of the compilation process, 
bottom-up estimates are reconciled with the totals 
from the national accounts.

13.26 When information is only available at the level of 
units which contain several local KAUs engaged in 
different activities and regions, indicators such as 
compensation of employees, and employment by 
region, are used to compile regional breakdowns 
by industry.

13.27 The top-down method is distributing a national 
total across the regions, without attempting to dis-
tinguish resident units by region. The national fig-
ure is distributed using an indicator that is distrib-
uted across regions in the same way as the variable 
to be estimated.

The notion of a resident unit by region is needed in 
order to achieve regional coverage of the indicator 
used to produce the regional allocation of the var-
iable required.

13.28 Bottom-up methods are rarely encountered in 
their pure form. Mixed methods are also accept-
able. For example, regional estimates of a variable 
or an aggregate of variables may only be possible 
with the help of the bottom-up method at macro-
regional level. For estimates at a more detailed 
regional level, a top-down method is then applied.

13.29 Direct measures of regional values are preferred to 
indirect measures. If complete and reliable micro-
data is available at the level of local KAUs, regional 
values that correspond in concept with the national 
values are estimated by the bottom-up method. 
To obtain consistency with the national accounts 

totals, those regional accounts estimates are then 
made consistent with national accounts aggregates.

13.30 Indirect measurement on the basis of national 
aggregates and an indicator that is correlated with 
the variable to be measured is subject to measure-
ment errors. For example, national figures on gross 
value added by industry can be allocated to regions 
using regional employment statistics, under the 
assumption that, for each industry, gross value 
added per employee is the same for all regions. 
Compiling at a detailed breakdown level of indus-
try improves top-down calculations.

13.31 Aggregates of production are allocated to the region 
where the unit carrying out the relevant transac-
tions is resident. The residence of the local KAU 
is an essential criterion for the allocation of such 
aggregates to a particular region. The residence 
principle is preferred to a territorial approach in 
which production activities are allocated on the 
basis of their location.

13.32 For specific industries, like construction, energy 
production and energy distribution, communica-
tion networks, transport and financial intermedi-
ation, and for some transactions in the household 
accounts such as property income, specific prob-
lems in the allocation to regions exist. For interna-
tional comparability of regional accounts, the same 
compilation methods, or methods yielding similar 
results, are employed.

13.33 Gross fixed capital formation is allocated to regions 
by ownership. Fixed assets owned by a multire-
gional unit are allocated to the local KAUs where 
they are used. Fixed assets used under an operating 
lease are recorded in the region of the owner of the 
assets, and those used under a financial lease are 
recorded in the region of the user.

Aggregates for production activities

Gross value added and gross domestic 
product by region

13.34 Three approaches can be used for estimating 
regional gross domestic product: the production, 
income and expenditure approaches.
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13.35 The production approach measures regional gross 

domestic product at market prices as the sum of 
gross value added at basic prices, plus taxes minus 
subsidies on products. Gross value added at basic 
prices is measured as the difference between out-
put at basic prices and intermediate consumption 
at purchasers’ prices.

13.36 The income approach measures regional gross 
domestic product at market prices by measuring 
and aggregating the various uses in the regional 
part of the total economy generation of income 
account: compensation of employees, gross oper-
ating surplus and taxes less subsidies on produc-
tion. Information by industry on compensation of 
employees and employment is often available at 
regional level. This information is used in estimat-
ing gross value added by industry directly or via 
the production approach. The income approach 
for regional gross domestic product overlaps with 
the production approach.

13.37 Information on gross operating surplus is gen-
erally not available by industry and by region. 
Information on gross operating surplus of mar-
ket producers can be derived from the business 
accounts of enterprises. A breakdown by institu-
tional sector and by region is often not available. 
This is a barrier to using the income approach 
to the estimation of regional gross domestic 
product.

13.38 Taxes (less subsidies) on production consist of 
taxes (less subsidies) on products and other taxes 
(less subsidies) on production. The allocation of 
taxes (less subsidies) on products is discussed in 
paragraph 13.43. For the other taxes (less subsi-
dies) on production, information may be avail-
able by industry, e.g. in business surveys or by 
inferring from the specific type of tax or sub-
sidy of the industry involved. This can then be an 
indicator for allocation of gross value added by 
region.

13.39 For measuring regional gross domestic product, 
the expenditure approach is not used due to lack 
of information. Examples where there is a lack of 
data are direct information on inter-regional sales 
and purchases, and a breakdown of exports and 
imports between regions.

The allocation of FISIM to user industries

13.40 Financial intermediation services indirectly meas-
ured (FISIM) are treated in regional accounts in 
the same way as in national accounts. The alloca-
tion of intermediate consumption of FISIM by user 
industries to regions poses a problem, because esti-
mates of stocks of loans and deposits are usually 
not available by region. Where this is the case, the 
allocation of FISIM to user industry is made with 
a second-best method: regional gross output or 
gross value added by industry are used as distribu-
tion indicators.

Employment

13.41 Regional production measures are consistent with 
employment estimates in a region when employ-
ment includes both the residents and the non-
residents who work for regional producer units. 
Regional employment is defined consistently with 
the principles governing employment and resi-
dence for the national economy (see paragraph 
11.17).

Compensation of employees

13.42 For producers, compensation of employees is 
allocated to the local KAUs where the people are 
employed. Where this data is not available, com-
pensation of employees is allocated, as a second-
best method, based on the hours worked. If neither 
compensation of employees nor hours worked are 
available, the number of employees by local KAU 
is used. Compensation of employees in the house-
hold accounts is allocated to regions according to 
residence.

Transition from regional GVA to regional 
GDP

13.43 In order to calculate GDP at market prices for 
regions, taxes and subsidies on products are allo-
cated to the regions. By convention, these supra-
regional taxes and subsidies are allocated on the 
basis of the relative size of gross value added of 
all industries in the region valued at basic prices. 
Alternative methods of allocation can be applied 
on a case-by-case basis for territories with specific 
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fiscal systems, resulting in significantly different 
rates of taxes and subsidies on products within a 
country.

13.44 Per inhabitant figures can be calculated for the 
GDP of all regions. These figures are not calculated 
for extra-regio measures.

13.45 Regional gross domestic product per inhabit-
ant can be significantly influenced by commuter 
flows between regions. Net commuter inflows into 
regions increase production beyond that possible 
by the resident active population. GDP per inhabit-
ant appears relatively high in regions with net com-
muter inflows and relatively low in regions with 
net commuter outflows.

Volume growth rates of regional GVA

13.46 In measuring price and volume changes, the prin-
ciples applied for the national economy shall apply 
also to regions. However, there are problems with 
regional data which make applying these principles 
to regions difficult. Examples of the difficulties are 
the following:

(a) information on regional price changes is often 
not available;

(b) if regional value added in current prices is 
directly estimated and not by deducting inter-
mediate consumption from output, then dou-
ble deflation of regional value added is not 
possible;

(c) in the absence of regional supply and use tables, 
price and volume changes cannot be measured 
and assessed in such a framework.

13.47 A commonly used approach is therefore to deflate 
regional value added by industry on the basis of 
national price changes by industry. This is carried 
out at the most detailed level at which gross value 
added at current prices is available. Differences 
between national and regional price changes due to 
differences in economic structure by industry are 
taken into account. However, this solution is still 
vulnerable to major differences between national 
and regional price changes. Examples of such dif-
ferences are:

(a) differences in cost structure and composition of 
outputs within one industry between produc-
ers in different regions. There can be large var-
iations in price changes amongst regions for a 
single industry;

(b) regional differences in the price changes of 
major inputs, e.g. changes in the price of labour, 
land and renting office space. The existence of 
national wage agreements with no regional dif-
ferentiation implies that regional differences in 
changes in wage rates are small.

13.48 Regional value added is deflated by using:

(a) regional deflators when available and of suf-
ficient quality, using price changes of out-
puts rather than inputs. In some cases regional 
deflators can be obtained indirectly by combin-
ing information on value changes and volume 
changes. When regional prices are used (pos-
sibly in combination with national deflators 
by industry), the regional growth rates are cal-
culated to be consistent with national growth 
rates;

(b) double deflation when possible. This is in par-
ticular appropriate where the price change of 
intermediate consumption deviates from that 
of output and where intermediate consump-
tion is substantial.

Regional household income accounts

13.49 Distribution and redistribution of income result in 
balancing items, namely primary income and dis-
posable income. In regional accounts these income 
measures are limited to households.

13.50 Regional accounts of households are a regional 
specification of the corresponding accounts at 
the national level. For measurement reasons the 
accounts are limited to:

(a) allocation of primary income account;

(b) secondary distribution of income account.

These accounts record primary income and dispos-
able income of households which are resident in a 
region (see Table 13.1).
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13.51 The regional household accounts are based on the 
households that are resident in a regional territory. 
The number of persons that are members of the 
resident households adds up to the total resident 
population of the region.

13.52 The rules for determining the residence of house-
holds at the national level shall also apply to the 
regional accounts of households. By way of excep-
tion, when the host region is in the same country 
as the region of residence, students and long-term 
patients are treated as resident of the host region if 
they stay there more than one year.

13.53 The household accounts can be extended by the use 
of income accounts. This requires the allocation 
by region of national accounts statistics on final 
consumption expenditure by households and the 
adjustment for the change in net equity of house-
holds in pension fund reserves. Regional saving by 
households is the balancing item.

13.54 Allocation by region of final consumption expend-
iture by households requires reliable regional 

information from for example an extended house-
hold budget survey. However, such a regional 
breakdown is often absent and in the national 
accounts final consumption expenditure by house-
holds is often estimated using other information. 
In these circumstances, constructing a regional 
breakdown is more difficult.

13.55 Governments can play an important role in pro-
viding education, health care and social ser-
vices to households, through social transfers in 
kind. The role of such social transfers in kind dif-
fers substantially between different countries and 
can show major fluctuations over time. Allocating 
such social transfers in kind to regions implies that 
regional actual final consumption by households 
and adjusted disposable income by households 
can be obtained. Considering the important role 
of social transfers in kind in some Member States, 
comparing actual final consumption and actual 
disposable income by households across Member 
States can give a different picture from a compar-
ison based on final consumption expenditure and 
disposable income by households.
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CHAPTER 14

Financial intermediation services indirectly measured 
(FISIM)

The concept of FISIM and the impact 
of their user allocation on main 
aggregates

14.01 One traditional way in which financial services are 
provided is by means of financial intermediation. 
This is the process whereby a financial institution 
such as a bank accepts deposits from units wish-
ing to receive interest on funds, and lends them 
to units whose own funds are insufficient to meet 
their needs. The bank thus provides a mechanism 
to allow the first unit to lend to the second. The 
unit lending funds accepts a rate of interest lower 
than that paid by the borrower. A ‘reference rate’ 
of interest is the rate at which both lender and bor-
rower would be happy to strike a deal. The differ-
ence between the reference rate and the rate actu-
ally paid to depositors and charged to borrowers is 
a financial intermediation service charge indirectly 
measured (FISIM). The total FISIM is the sum of 
the two implicit fees paid by the borrower and the 
lender.

14.02 However, it is seldom the case that the amount of 
funds lent by a financial institution exactly matches 
the amount deposited with them. Some money 
may have been deposited but not yet loaned; 
some loans may be financed by the bank’s own 
funds and not from borrowed funds. However, 
the depositor of funds receives the same amount 
of interest and intermediation service whether or 
not his funds are lent, and the borrower pays the 
same rate of interest and receives the same inter-
mediation service whether his funds are provided 
by intermediated funds or the bank’s own funds. 
For this reason FISIM are estimated for all loans 
and deposits offered by a financial institution irre-
spective of the source of the funds. The amounts 
of interest recorded are calculated as the reference 
rate times the level of loan or deposit in question. 

The difference between those amounts and the 
amounts actually received by or paid to the finan-
cial institution are recorded as the indirect ser-
vice charges paid by the borrower or depositor to 
the financial institution. The amounts recorded in 
the system as interest are described as ‘ESA inter-
est’ and the total amounts actually paid to or by the 
financial institution are described as ‘bank inter-
est’. The total implicit service charge is the sum of 
the bank interest on loans less the ESA interest on 
the same loans plus the ESA interest on deposits 
less the bank interest on the same deposits.

14.03 FISIM apply only to loans and deposits provided by, 
or deposited with, financial institutions. The finan-
cial institutions in question need not be resident; 
nor need the clients of the financial institution be 
resident. Imports and exports of FISIM occur. The 
financial institution need not offer deposit-taking 
facilities as well as making loans. The financial sub-
sidiaries of retailers are examples of financial insti-
tutions that make loans without accepting depos-
its. A money lender who has sufficiently detailed 
accounts to be treated as a corporation or a quasi-
corporation can receive FISIM.

14.04 To consider the impact of the allocation of FISIM 
on GDP and national income, as compared with 
the situation where FISIM would not be allocated, 
five cases have to be considered:

(a) loans are provided and deposits are taken by 
resident financial intermediaries (FIs) for inter-
mediate consumption of market producers 
(including households as owners of unincorpo-
rated enterprises and of dwellings):

 the FISIM output of FIs is counterbalanced by 
the intermediate consumption of market pro-
ducers. Therefore, there is no impact on GDP 
and national income;
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(b) loans are provided and deposits are taken by 
resident FIs for intermediate consumption of 
non-market producers and for final consump-
tion of households:

 when FISIM is consumed by non-market pro-
ducers, as intermediate consumption, the out-
put of such producers is increased by the same 
amount since intermediate consumption is 
a part of the sum of their costs and the coun-
terpart flow is an increase of final consump-
tion expenditure. Therefore, GDP and national 
income increase by the amount of allocated 
FISIM.

 Also, when FISIM is consumed by households 
as final consumers, GDP and national income 
increase by the amount of allocated FISIM;

(c) loans are provided and deposits are taken by 
resident FIs to non-resident non-FIs (exports 
of FISIM):

 exports of FISIM are recorded, increasing GDP. 
But in the transition from GDP to national 
income, this increase is counterbalanced by 
a decrease of interest receivable less inter-
est payable towards the rest of the world (as 
FISIM is deducted from interest receivable on 
loans and added to interest payable on depos-
its). Therefore, exports of FISIM do not impact 
national income;

(d) loans are provided and deposits are taken by 
non-resident FIs for intermediate consumption 
of market producers, including households as 
owners of unincorporated enterprises and of 
dwellings (imports of FISIM): 

 GDP decreases by the amount of this category of 
imports of FISIM, as their counterpart is inter-
mediate consumption. But in the transition 
from GDP to national income, this decrease 
is counterbalanced by an increase of interest 
receivable less payable towards the rest of the 
world (as FISIM are added to interest receiv-
able on deposits and deducted from interest 
payable on loans). Therefore, this category of 
imports does not impact national income;

(e) loans are provided and deposits are taken 
by non-resident FIs for intermediate con-
sumption of non-market producers and for 

final consumption of households (imports of 
FISIM):

 imports of FISIM by non-market producers 
correspond to intermediate consumption. The 
output of such producers is increased by the 
same amount since intermediate consump-
tion is a part of the sum of their costs and the 
counterpart flow is an increase of final con-
sumption expenditure. When measuring GDP 
from the production approach, the increase in 
intermediate consumption is matched by the 
rise of output, leaving value added unchanged. 
When measuring GDP from the expenditure 
side, the increase in final consumption expend-
iture is neutralised by the increase of imports 
of services. But in the transition from GDP to 
national income, there is an increase of interest 
receivable less payable towards the rest of the 
world (as FISIM is added to interest receivable 
on deposits and deducted from interest payable 
on loans). Therefore, national income increases 
by the amount of this category of imports of 
FISIM.

 Also, when FISIM is imported by households 
as final consumers, there is no impact on GDP 
and national income increases as there is an 
increase of interest receivable less payable 
towards the rest of the world.

 By convention, FISIM are not calculated for 
interbank loans and deposits between resident 
FIs, nor between resident FIs and non-resident 
FIs. But interbank loans and deposits are used 
to calculate reference rates.

14.05 From the five cases presented in paragraph 14.04, 
the impact of allocating FISIM on GDP and 
national income can be summarised in the follow-
ing way:

(a) GDP increases by the amount of FISIM pro-
duced by resident FIs and allocated to sectors 
S.13 (general government), S.14 (for house-
holds as consumers), S.15 (NPISHs) and S.2 
(rest of the world);

(b) GDP decreases by the amount of imported 
FISIM allocated to S.11 (non-financial corpo-
rations), S.12 (financial corporations) exclud-
ing S.121 (central bank), S.122 (deposit-tak-
ing corporations except the central bank) and 
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S.125 (other financial intermediaries, except 
insurance corporations and pension funds), 
and S.14 (for households as owners of dwell-
ings and unincorporated enterprises);

(c) national income increases by the amount of 
FISIM (produced by resident FIs or imported) 
allocated to sectors S.13 (general government), 
S.14 (for households as consumers) and S.15 
(NPISHs).

Calculation of FISIM output by sectors 
S.122 and S.125

14.06 FISIM are produced by FIs: the central bank 
(S.121); deposit-taking corporations except the 
central bank (S.122); and other financial interme-
diaries, except insurance corporations and pension 
funds (S.125).

FISIM calculations concentrate on subsectors 
S.122 and S.125; by convention, FISIM are not cal-
culated for the central bank (see part VI).

Statistical data required

14.07 For each of the subsectors S.122 and S.125, data is 
needed in the form of a table of stocks of loans and 
deposits categorised by user sectors, and averaged 
over a four quarter period, and the corresponding 

accrued interest. The interest is calculated after real-
location of interest rate subsidies to the recipients.

Reference rates

14.08 In the balance sheets of financial intermediar-
ies included in subsectors S.122 and S. 125, loans 
and deposits with resident units have to be broken 
down to differentiate between loans and deposits:

— which are interbank (i.e. within the institutional 
units providing FISIM included in subsectors 
S.122 and S.125),

— which are undertaken with the user institutional 
sectors (S.11 — other S.12 subsectors — S.13 — 
S.14 — S.15) (except with the central banks).

In addition, loans and deposits with the rest of the world 
(S.2) are broken down into loans and deposits with non-
resident financial intermediaries and loans and deposits 
with other non-residents.

Internal reference rate

14.09 To obtain the FISIM output of the resident FIs by 
resident user institutional sector, the internal refer-
ence rate is calculated as the ratio of interest receiv-
able on loans within and between subsectors S.122 
and S.125 to stocks of loans within and between 
subsectors S.122 and S.125 as follows:

interest receivable on loans within and between subsectors  S.122 and S.125
stock of loans within and between subsectoors S.122 and S.125

In theory, the internal reference rate is the same 
when using deposits data rather than loans data. 
Due to data inconsistencies, the estimate from the 
deposits data will be different from the estimate 
from the loans data.

When the deposits data is more reliable, the inter-
nal reference rate should be calculated on inter-
bank deposits as the ratio of:

interest payable on deposits within and between subsectors  S.122 and S.125
stock of deposits within and between subseectors S.122 and S.125

If the loans and deposits data are equally reliable, 
the internal reference rate should be calculated on 
interbank loans and deposits as the ratio between 
interest receivable on loans incurred plus interest 
payable on deposits held between FIs, and the stock 
of loans plus the stock of deposits held by FIs on 
behalf of other FIs.

In cases where resident FIs, for their resident cus-
tomers, provide loans and take deposits expressed 
in foreign currencies, several ‘internal’ reference 
rates by currencies or groups of currencies are to 
be calculated if this improves the estimates signif-
icantly. This would require splitting by currency 
or groups of currencies both the calculation of the 
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‘internal’ reference rates and the loans and depos-
its from resident FIs towards each resident user 
sector.

External reference rates

14.10 To determine FISIM imports and exports, the 
reference rate used is the average interbank rate 
weighted by the levels of stocks in the headings 
‘loans between resident FIs on the one hand, and 
non-resident FIs on the other hand’ and ‘depos-
its between resident FIs on the one hand, and non-
resident FIs on the other hand’, which are included 
in the balance sheet of the FIs. So the external ref-
erence rate is calculated as the ratio of interest on 
loans plus interest on deposits between resident FIs 
and non-resident FIs, to the stock of loans plus the 
stock of deposits between resident FIs and non-res-
ident FIs.

Several external reference rates are to be calculated 
for different currencies or groups of currencies, if 

the data is available for each currency or group of 
currencies for the following categories, and if this 
improves the estimates significantly:

(a) loans and deposits from non-resident FIs 
towards each user sector;

(b) loans and deposits from resident FIs towards 
non-resident users.

Detailed breakdown of FISIM by 
institutional sector

14.11 By convention, no interbank FISIM have to be cal-
culated between resident FIs, nor between resident 
FIs and non-resident FIs. FISIM are calculated in 
respect of non-bank user institutional sectors only.

For each institutional non-FI sector, it is neces-
sary to have data according to the following table 
of loans and deposits granted by the resident FIs:

Stocks Interest receivable by 
resident FIs Stocks Interest payable by 

resident FIs

Loans granted by resident FIs 
(S.122 and S.125)

Deposits with resident FIs 
(S.122 and S.125)

The total FISIM by institutional sector is obtained 
as the sum of FISIM on loans granted to the institu-
tional sector and of FISIM on deposits of the insti-
tutional sector.

FISIM on the loans granted to the institutional sec-
tor is estimated as interest receivable on loans less 

(loan stocks multiplied by the internal reference 
rate).

FISIM on the deposits of the institutional sector is 
estimated as (deposit stocks multiplied by the inter-
nal reference rate) less interest payable on deposits.

Part of the output is exported; on the basis of the 
balance sheet of the FIs we observe:

Stocks Interest receivable by 
resident FIs Stocks Interest payable by 

resident FIs

Loans to non-resident 
non-banks

Deposits with non-resident 
non-banks

Exports of FISIM are estimated using the exter-
nal interbank reference rate, for loans granted to 
non-residents (excluding FIs), as interest receiva-
ble less (loan stock multiplied by the external ref-
erence rate).

Exports of FISIM on deposits of non-residents 
(excluding FIs) are estimated as (deposit stocks 

multiplied by the external reference rate) less inter-
est payable.

Where several reference rates are used for different 
currencies or groups of currencies, the loans and 
deposits are split both by institutional user sectors 
and by the currencies (or groups of currencies) in 
which they are denominated.
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Breakdown into intermediate and final 
consumption of FISIM allocated to 
households

14.12 FISIM attributable to households are broken down 
into the following categories:

(a) intermediate consumption of households in 
their capacity as owners of dwellings;

(b) intermediate consumption of households in 
their capacity as owners of unincorporated 
enterprises; and

(c) final consumption of households.

The estimation method requires a breakdown of 
loans to households (stocks and interest) into the 
following corresponding categories:

(i) dwelling loans;

(ii) loans to households as owners of unincorpo-
rated enterprises; and

(iii) other loans to households.

Loans to households as owners of unincorporated 
enterprises and dwelling loans are generally shown 
separately in the various breakdowns of lending in 
financial and monetary statistics. Other loans to 
households are obtained as a residual item by sub-
tracting the two previously mentioned categories 
of loans from the total. FISIM for loans to house-
holds should be distributed amongst the three cat-
egories on the basis of information on stocks and 
interest for each of the three groups. Dwelling 
loans are not identical to mortgage loans, as mort-
gage loans can have other purposes.

Household deposits are broken down into:

(1) deposits of households as owners of unincor-
porated enterprises; and

(2) deposits of households as consumers.

In the absence of statistics on deposits of house-
holds as owners of unincorporated enterprises, 
stocks of deposits are calculated by one of the fol-
lowing methods:

Method 1

Stocks of deposits are calculated by assuming 
that the ratio of stocks of deposits to value added 
observed for the smallest size corporations applies 
for unincorporated enterprises.

Method 2

Stocks of deposits are calculated by assuming that 
the ratio of stocks of deposits to turnover observed 
for the smallest size corporations applies for unin-
corporated enterprises.

FISIM on the deposits of households must be dis-
tributed between FISIM on the deposits of house-
holds as owners of unincorporated enterprises and 
FISIM on the deposits of households as consumers 
on the basis of the average stocks of those two cat-
egories, for which, in the event of lack of further 
information, the same interest rate may be used.

As an alternative, where detailed information on 
loans and deposits of households is absent, FISIM 
to households are allocated to intermediate con-
sumption and final consumption assuming that all 
loans are attributable to households as producer 
or as owners of dwellings and that all deposits are 
attributable to households as consumers.

Calculation of imports of FISIM

14.13 Non-resident FIs grant loans to residents and 
receive deposits from residents. Data according to 
the following table is needed for each institutional 
sector.

Stocks

Interest receivable by 
non-resident FIs and 
payable by resident 
users

Stocks

Interest payable by 
non-resident FIs and 
receivable resident 
users

Loans granted by non-
resident FIs

Deposits with non-resident 
FIs
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Imports of FISIM for each institutional sector are 
calculated as follows:

Imports of FISIM for loans are estimated as the 
interest receivable by non-resident FIs less (loan 
stocks multiplied by the external reference rate).

Imports of FISIM for deposits are estimated as 
(deposit stocks multiplied by the external reference 
rate) less the interest payable by non-resident FIs.

It is recommended that several external reference 
rates are used by currency or groups of currencies 
(see paragraph 14.10).

FISIM in volume terms

14.14 Volume estimates of FISIM are calculated using 
stocks of loans and deposits deflated to base period 
prices using a general price index such as the 
implicit price deflator for domestic final demand.

The price of FISIM has two components: the first 
is the difference between the bank rate of interest 
and the reference rate (or the reverse in the case of 
deposits) which represents the margin earned by 
the financial intermediary; the second is the price 
index used to deflate the stocks of loans and depos-
its to base period prices.

FISIM in volume terms are calculated as follows:

FISIM in volume 
on the loans granted to the =

FISIM on the lloans granted 
to the institutional sector

price index
base

×
  period margin

effective margininstitutional sector

FISIM in volume 
on the deposits of the =

FISIM on the deposiits of 
the institutional sector

price index
base period ma

×
rrgin

effective margininstitutional sector

Base period margin on loans is equal to the effec-
tive interest rate on loans less the reference rate.

Base period margin on deposits is equal to the refer-
ence rate less the effective interest rate on deposits.

In nominal terms, the effective margin is equal to 
the ratio of FISIM to stocks, so replacing the effec-
tive margin by this expression in the two above for-
mulas gives the following:

FISIM in volume 
on the loans granted to the =

stocks of loanns granted to the 
institutional sector

price index
base pe× rriod margin

institutional sector

FISIM in volume 
on the deposits of the =

stocks of deposits  of the 
institutional sector

price index
base period margi× nn

institutional sector

Calculation of FISIM by industry

14.15 The allocation of FISIM among user industries is 
based on the stocks of loans and deposits of each 
industry and, if this information is not reliable, on 
the output of each industry.

 

The output of the central bank

14.16 The output of the central bank is, by convention, 
to be measured as the sum of costs, i.e. its interme-
diate consumption, compensation of employees, 
consumption of fixed capital and other taxes less 
subsidies on production. FISIM do not have to be 
calculated for the central bank.

Commissions and fees for directly measured ser-
vices invoiced by the central bank both in respect 
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of resident and non-resident units should be allo-
cated to these units.

Only the part of the total central bank output 
(sum of costs less commissions and fees) which is 
not sold has to be, by convention, allocated to the 
intermediate consumption of other FIs — subsec-
tors S.122 (deposit-taking corporations except the 
central bank) and S.125 (other financial interme-
diaries, except insurance corporations and pension 

funds) — in proportion to the respective value 
added of each of these subsectors.

To equilibrate the accounts of subsectors S.122 and 
S.125, the amount of their respective intermediate 
consumption of the service provided by the central 
bank is to be counterbalanced by a current transfer 
(classified under D.759 ‘other miscellaneous cur-
rent transfers’) received from the central bank, for 
the same amount.





Contracts, leases and licences

337  European system of accounts — ESA 2010

15

CHAPTER 15

Contracts, leases and licences

Introduction

15.01 Contracts are agreements on the terms under 
which goods, services and assets are provided to 
the customer. Contracts representing straightfor-
ward sales of goods, services or assets determine 
the value, and time of recording, of the transac-
tion, which in the case of goods is the change of 
ownership. The difference between the time of pay-
ment and time of recording is reflected in entries 
recorded as other accounts receivable or payable in 
the financial account.

15.02 Leases, licences and permits are contracts which 
determine the classification of payments and the 
economic ownership of assets; some of the con-
tracts are a separate type of non-financial asset.

15.03 In this Chapter, the recording of various groups of 
complex contracts and their underlying flows and 
stocks are discussed in seven sections:

(a) the distinction between operating leases, 
resource leases and financial leases;

(b) permits to use a natural resource;

(c) permits to undertake specific activities;

(d) public-private partnerships;

(e) service concession contracts;

(f) marketable operating leases;

(g) entitlements to future goods and services on an 
exclusive basis.

The distinction between operating 
leases, resource leases and financial 
leases

15.04 Three types of leases of non-financial assets are dis-
tinguished (see Table 15.1):

(a) operating lease;

(b) resource lease;

(c) financial lease.

Each of these leases relates to the use of a non-
financial asset:

— in the case of operating leases and resource 
leases, there is no change of economic owner-
ship and the legal owner continues to be the 
economic owner. Resource leases are used for 
natural resources, such as land and radio spec-
tra. Operating leases are used for all other non-
financial assets,

— in the case of financial leases, there is a change 
of economic ownership of the asset, and the 
legal owner of the asset is not considered to be 
the economic owner. Financial leases can apply 
to all non-financial assets, including in some 
situations natural resources.

15.05 Every entity such as a good and service, a natu-
ral resource, a financial asset or liability has both 
a legal owner and an economic owner. In many 
cases the economic and legal owners are the same. 
Where they are not, the legal owner has handed 
responsibility for the risk involved in using the 
entity in an economic activity to the economic 
owner along with the associated benefits. In return 
the legal owner accepts from the economic owner 
payments for another package of risks and benefits. 
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Table 15.1 — The recording of three different types of lease

Type of lease Method of recording for the user

Operating lease (not for natural resources)
The user is not the economic owner of the non-financial asset
The rentals are recorded as payments for a service, intermediate consumption or final 
consumption expenditure by general government, households and NPISHs

Resource lease (only for natural resources) The user is not the economic owner of the natural resource. Payments are rents 
(property income)

Financial lease

The user is the economic owner of a non-financial asset, financed by a loan from the 
lessor. The payments are for the most part re-payment of principal and payments of 
interest on the loan.
Part of the interest payments may be recorded as FISIM when the lender is a financial 
intermediary. This payment is classified as intermediate consumption or final 
consumption expenditure by general government, households and NPISHs

Table 15.2 — The recording of three different types of lease, by type of transaction

Type of transaction Type of use, and asset involved

Intermediate consumption
Operating lease of produced assets, for example machines and intellectual property 
rights
FISIM services on a financial lease

Consumption of fixed capital Only for produced assets, and only for the economic owner

Final consumption expenditure

Operating lease of consumer durables
Purchase of consumer durables (including when financed by a financial lease or hire 
purchase)
FISIM services on a financial lease to final consumers

Purchase of non-financial assets

Fixed capital formation Purchase of produced assets (including when financed by a financial lease)

Acquisition of natural resources Purchase of natural resources, including the right to use to extinction

Acquisition of other non-produced assets Purchase of the right to use a natural resource for an extended period, for example a 
fishing quota

Property income payments

Rent Resource lease, i.e. payment for the use of a natural resource

Interest Financial lease, i.e. purchase of a non-financial asset financed simultaneously by a loan

Financial transaction: loan Financial lease, i.e. purchase of a non-financial asset financed simultaneously by a loan

15.06 Definition: the economic owner of entities such as 
a good and service, a natural resource, a financial 
asset or liability is the institutional unit entitled to 
claim the benefits associated with the use of the 
entity in the course of an economic activity by vir-
tue of accepting the associated risks.

15.07 Definition: the legal owner of entities such as a 
good and service, a natural resource, a financial 
asset or liability is the institutional unit entitled in 
law and sustainable under the law to claim the ben-
efits associated with the entities.

Operating leases

15.08 Definition: an operating lease is a lease whereby the 
legal owner is also the economic owner and accepts 
the operating risks and receives the economic ben-
efits from the asset by charging for the use of it, in 
a productive activity.

15.09 One indicator of an operating lease is that it is the 
responsibility of the legal owner to provide for 
repair and maintenance of the asset.

15.10 Under an operating lease the asset remains on the 
balance sheet of the lessor.
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15.11 The payments made for produced assets under an 

operating lease are referred to as rentals and are 
recorded as payments for a service (see Table 15.2). 
The character of an operating lease is best described 
in relation to equipment since operating leases are 
often for vehicles, cranes, drills, etc. However, any 
sort of non-financial asset may be subject to an 
operating lease. The service provided by the les-
sor goes beyond the mere provision of the asset. 
It includes other elements such as convenience 
and security. In the case of equipment, the lessor, 
or owner of the equipment, normally maintains 
a stock of equipment in good working order that 
can be hired on demand or at short notice. The les-
sor must normally be a specialist in the operation 
of the equipment. This is important in the case of 
highly complicated equipment, such as computers, 
where the lessee may not have the necessary exper-
tise or facilities to service the equipment properly. 
The lessor may also undertake to replace the equip-
ment in the event of a serious or prolonged break-
down. In the case of a building, the lessor is respon-
sible for the structural integrity of the building and 
for replacement in the case of damage due to a nat-
ural disaster, for example, and is usually responsi-
ble for ensuring that elevators, heating and ventila-
tion systems function adequately.

15.12 Operating leasing developed originally to meet the 
needs of users who require certain types of equip-
ment only at regular intervals. Many operating 
leases are for short periods though the lessee may 
renew the lease when the period expires and the 
same user may use the same piece of equipment 
on several occasions. However, with the evolu-
tion of increasingly complicated types of machin-
ery, especially in the electronics field, the servic-
ing and back-up facilities provided by a lessor are 
important factors that may influence a user to lease 
rather than purchase. Other factors that may per-
suade users to lease over long periods rather than 
purchase are the consequences for the enterprise’s 
balance sheet, cash flow or tax liability.

Financial leases

15.13 Definition: a financial lease is one where the lessor 
is the legal owner of an asset but the lessee is the 
economic owner as the latter bears the operating 
risks and receives the economic benefits from using 

the asset in a productive activity. In return, the les-
sor accepts another package of risks and rewards 
from the lessee, in the form of repayments associ-
ated with a loan. It is frequently the case that the 
lessor, though the legal owner of the asset, never 
takes physical delivery of the asset but consents to 
its delivery directly to the lessee. One indicator of 
a financial lease is that it is the responsibility of the 
economic owner to provide any necessary repair 
and maintenance of the asset.

15.14 Under a financial lease, the legal owner is shown as 
issuing a loan to the lessee, which the lessee uses to 
acquire the asset. Thereafter the asset is shown on 
the balance sheet of the lessee and not the lessor; 
the corresponding loan is shown as an asset of the 
lessor and a liability of the lessee. Payments under 
a financial lease are treated not as rentals but as the 
payment of interest and repayment of principal on 
the imputed loan. If the lessor is a financial inter-
mediary, part of the payment is also treated as a 
service charge (FISIM).

15.15 Very often the nature of the asset subject to a finan-
cial lease may be quite distinct from the assets used 
by the lessor in his productive activity, for example 
a commercial airliner legally owned by a bank but 
leased to an airline. It makes no economic sense 
to record either the aircraft or its consumption of 
fixed capital in the accounts of the bank or to omit 
them from the accounts of the airline. The device 
of a financial lease avoids this undesirable form 
of recording the ownership of the aircraft and the 
decline in its value while keeping the net worth of 
both parties correct throughout the length of the 
lease.

15.16 It is common for a financial lease period to be for 
the whole of the economic life of the asset. When 
this occurs, the value of the imputed loan corre-
sponds to the present value of the payments to be 
made under the lease agreement. This value will 
cover the cost of the asset and usually also include 
a fee charged by the lessor, which is accrued over 
the period of the lease. Payments made regularly 
to the lessor can be recorded as four components: 
interest payments, repayments of principal on the 
imputed loan, the lessor fee, and FISIM (if the les-
sor is a financial intermediary). If the terms of the 
agreement do not specify how the first three ele-
ments are identified, the repayment of principal 
must correspond to the decline in the value of the 
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asset (the consumption of fixed capital), the inter-
est payable must correspond to the return to capi-
tal on the asset and the service charge to the differ-
ence between the total amount payable and those 
two elements.

15.17 A financial lease may also exist when the lease 
period is less than the economic life of the asset. In 
this case, the value of the imputed loan again covers 
the cost of the asset and the fee charged by the les-
sor plus the value of the service charges to be made 
under the terms of the lease. Payments made regu-
larly to the lessor shall be recorded as interest pay-
ments and repayments of principal on the imputed 
loan, the lessor fee, and for FISIM (if the lessor is 
a financial intermediary). It may also include pre-
payments funding the repurchase of the asset at 
the end of the lease period. At the end of the lease, 
the asset may transfer to the balance sheet of the 
lessee, depending upon the contractual arrange-
ments. The value of the residual amounts outstand-
ing on the loan will be equal to the expected mar-
ket value of the asset at the end of the lease period 
as determined at the start of the lease. At this point, 
the asset could be returned to the lessor, an option 
invoked for the lessee to legally acquire the asset, or 
a new lease arrangement set up.

A financial lease requires the lessee to bear the 
risks and rewards associated with using the asset. 
Therefore, any holding gains and losses on the 
expected value of the asset at the end of the lease 
period shall be borne by the lessee. In this case, 
where the asset is legally acquired by the lessee at 
the end of the lease period, then the cash payments 
are recorded as the repayment of the loan since the 
asset is already on the balance sheet of the lessee.

If the asset reverts to the lessor, then a transaction 
representing the purchase of the asset is recorded 
at the current market value of the asset. The pro-
ceeds are used to repay the amount outstanding on 
the loan and any difference between those amounts 
is recorded as a capital transfer. The payments over 
the lease period will often include pre-payments of 
the acquisition of the asset so that the transaction 
occurs for no cash consideration, since the loan is 
fully repaid at this time.

If a further lease period is negotiated, then the new 
contract needs to be analysed to see whether it is 

a continuation of a financial lease or an operating 
lease.

15.18 Although a financial lease will typically be for sev-
eral years, the duration of the lease does not deter-
mine whether the lease is to be regarded as an 
operating or financial lease. In some cases the asset 
may be leased for a short period, perhaps only one 
year at a time, but the contract includes the con-
dition that the lessee takes all responsibility for 
the asset, including all maintenance and cover for 
exceptional damage. Even though the lease period 
is short, and even though the lessor may not be a 
financial institution, if the lessee accepts the major-
ity of the risks associated with the use of the asset 
in production as well as the rewards, the lease is 
recorded as a financial and not an operating lease. 
However, in practice, it is difficult to deviate from 
the recording in the business accounts, which fol-
lows international business accounting standards, 
where financial leases are limited to leases cover-
ing the major part of the economic life time of the 
asset.

15.19 Any corporation that specialises in financial leas-
ing, even if called a property company or aircraft 
leasing company, shall be classified as a finan-
cial intermediary offering loans to the units leas-
ing assets from them. If the lessor is not a finan-
cial intermediary, the payments associated with the 
imputed loan are split into repayments of principal 
and interest only; if the lessor is a financial corpo-
ration, a further component representing the ser-
vice charge (FISIM) is included.

15.20 Hire purchase is a type of financial leasing.

  Definition: a hire purchase arrangement exists 
when a durable good is sold to a purchaser in 
return for agreed future payments. The buyer takes 
possession of the good immediately, though legally 
it remains the property of the lessor as collateral/
guarantee until all agreed payments have been 
made by the lessee.

15.21 Hire purchase is usually restricted to consumer 
durables, and most purchasers are in the house-
holds sector. Financiers of hire purchase contracts 
typically are separate institutional units operating 
in close cooperation with sellers of durable goods
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15.22 In the case of hire purchase, the durable good is 

recorded as if acquired by the purchaser on the day 
they take possession of the asset at the market price 
that would have been realised in an equivalent 
transaction. The purchaser receives an imputed 
loan of equivalent value. The payments from pur-
chaser to financier are recorded as repayments of 
principal and interest payments, using the same 
method as the one applied for financial leasing. 
The productive activity carried out by financiers of 
hire purchase contracts is financial intermediation. 
As they do not usually charge directly for their ser-
vices, their entire output are FISIM, calculated as 
property income receivable less interest payable. 
As in the case of conventional financial leasing, 
the amount of interest payable may be difficult to 
observe and must therefore be estimated.

Resource leases

15.23 Definition: a resource lease is one where the owner 
of a natural resource makes it available to a lessee 
in return for a payment recorded as rent.

15.24 In a resource lease, the resource asset remains on 
the balance sheet of the lessor even though it is 
used by the lessee. Any decline in value of a natu-
ral resource is recorded as an economic disappear-
ance of non-produced assets (under K.21, ‘deple-
tion of natural resources’). It is not recorded as a 
transaction similar to consumption of fixed capi-
tal, as there is no fixed capital to consume. Payables 
due under a resource lease, and only such payables, 
are recorded as rent.

15.25 The classic case of an asset subject to a resource 
lease is land. However, the use of other natural 
resources is similarly recorded in this way, e.g. 
timber, fish, water, mineral resources and radio 
spectra.

Permits to use a natural resource

15.26 Permits to use a natural resource can be issued by 
government, but can also be issued by private own-
ers, like farmers and businesses.

15.27 When permits are issued for using a natural 
resource, three recording options can be distin-
guished (see Table 15.3):

(a) the owner can extend or withhold permission 
to continued use of the asset from one lease 
period to the next;

(b) the owner may allow the resource asset to be 
used for an extended period of time in such a 
way that in effect the user controls the use of 
the resource during this time with little, if any, 
intervention from the owner;

(c) the owner permits the resource asset to be used 
to extinction.

The first option is recorded as a resource lease; this 
should be recorded as rent.

The second option may not only lead to a record-
ing of rent but also to the creation of an asset for 
the user, distinct from the resource itself but where 
the value of the resource asset and the asset allow-
ing use of it are linked.

This asset (category AN.222) is only recognised if 
its value, the benefits to the holder in excess of the 
value accruing to the issues, is realisable through 
transferring the asset. Such permits are first 
observed through economic appearance of assets 
(category K.1, see point (g) of paragraph 6.06). 
If the value of the asset is not realised it will tend 
towards zero as the lease period ends.

The third option results in the sale (or possibly an 
expropriation) of the natural resource itself.

Table 15.3 — The recording of three different types of permits for the use of natural resources

Type of use Method of recording

Permission for temporary use, possibly for a long time Resource lease: rent (property income)

Control by user during an extended period, risks and rewards 
borne by the user, transferability of permit at a realisable value

Rent and creation of new asset for the right to use the natural 
resource

Use to extinction; permanent use (all risks and rewards borne by 
the user) Sale of natural resource
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15.28 In order to distinguish between rent, creation of 
a new asset and sale of the natural resource, the 
major criterion is the transfer of risks and rewards. 
The natural resource is sold if all the risks and 
rewards have been transferred. A new asset is cre-
ated if the transfer of risks and rewards results in 
a separate and transferable permit with a realisa-
ble value. Using other criteria, like pre-agreement 
on payments, up-front payment, length of the per-
mit and treatment in the business accounts, can be 
misleading as they do not necessarily reflect the 
transfer of risks and rewards.

15.29 Natural resources, like land and mineral resources, 
may be acquired by non-residents. However, sale 
of natural resources is not to be recorded as being 
sold to a non-resident unit. In such cases a notional 
resident unit is created that holds the title to the 
natural resource; the non-resident unit then owns 
the equity of the notional resident unit. A similar 
recording applies in the case of the acquisition by 
residents of natural resources in the rest of world.

15.30 The revenues of the government from a specific 
type of natural resources (e.g. revenues from oil 
and natural gas) can consist of a wide range of 
transactions. Examples are:

(a) rent in case of resource leases;

(b) disposition of non-produced assets, e.g. sales of 
natural resources or sales of licences for exploit-
ing during an extended period of time;

(c) dividend from a public corporation exploiting 
natural resources;

(d) corporation tax paid by corporations exploiting 
natural resources.

Permits to undertake specific activities

15.31 In addition to licences and leases to use an asset, 
permission may be granted to engage in a par-
ticular activity, quite independently of any assets 
involved in the activity. The permits are not 
dependent on qualifying criteria (such as passing 
an examination to qualify for permission to drive a 
car) but are designed to limit the number of indi-
vidual units entitled to engage in the activity. Such 
permits may be issued by government or by private 
institutional units and different treatments apply 
to the two cases.

Table 15.4 — The recording of the use and purchase of non-financial assets, by type of transaction and flow

Type of transaction Type of use/purchase and type of asset and type of payment

Intermediate consumption
Operating lease of produced assets, e.g. machines and intellectual property rights
Regular payments by corporations for the delivery of water
FISIM services related to the provision of a financial lease

Consumption of fixed capital Only for produced assets, and for the economic owner

Final consumption expenditure
Operating lease of consumer durables
Purchase of consumer durables, including when financed by a financial lease, or through a hire 
purchase agreement

Purchase of non-financial assets

Fixed capital formation Purchase of produced assets (including when financed via a financial lease)

Acquisition of natural resources Purchase of a natural resource including the right to use to extinction
Purchase of the right to use a natural resource for an extended period e.g. a fishing quota

Acquisition of other non-
produced assets

Transferable time-share arrangements
Purchase of a contract transferable to a third party
Contracts for future production, for example contracts with footballers and writers

Payment as property income Resource lease, i.e. payment for short-term use of natural resource

Rent Regular payments for the right to extract water
Financial lease, i.e. purchase of a non-financial asset financed simultaneously by a loan

Income transfer

Permits issued by government to undertake a specific activity not dependent on qualifying 
criteria, or with a disproportionate charge compared to the costs of administering the permit 
scheme
Emission permits issued by the government to control total emissions
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Type of transaction Type of use/purchase and type of asset and type of payment

Other taxes on production

Financial transaction: loan Financial lease, i.e. purchase of a non-financial asset financed simultaneously by a loan

Other change in volume of assets
Exhaustion of natural resources by the owner
Illegal logging, fishing or hunting (uncompensated seizure of cultivated assets or natural 
resources)

Change in the price of assets Expiry of contracts, licences and permits recorded as assets

15.32 When governments restrict the number of cars 
entitled to operate as taxis or limit the number of 
casinos by issuing permits, for example, they are in 
effect creating monopoly profits for the approved 
operators and recovering some of the profits as the 
fee. Such fees are recorded as other taxes. This prin-
ciple applies to all cases where government issues 
permits to limit the number of units operating in 
a particular field where the limit is fixed arbitrarily 
and is not dependent only on qualifying criteria.

15.33 In principle, if the permit is valid for several years, 
the payment shall be recorded on an accrual basis 
with another account receivable or payable entry 
for the amount of the permit fee covering future 
years.

15.34 The incentive to acquire such a permit is that the 
permit holder believes that he will thereby acquire 
the right to make monopoly profits through the 
future income being greater than the payments 
to acquire the rights to them. The benefit to the 
holder in excess of the value accruing to the issuer 
is treated as an asset if the permit holder can real-
ise this by transferring the asset. The type of asset is 
described as a permit to undertake specific activi-
ties (AN.223).

15.35 The permit to undertake specific activities as an 
asset first appears in the other changes in the vol-
ume of assets account. Changes in value, both up 
and down, are recorded in the revaluation account.

15.36 The value of the permit as an asset is determined by 
the value at which it can be sold or, if no such fig-
ure is available, is estimated as the present value of 
the future stream of monopoly profits. If the per-
mit is on-sold, the new owner assumes the right to 
receive a refund from the government if the permit 
is cancelled as well as the right to earn the monop-
oly profits.

15.37 A permit issued by government to undertake a spe-
cific activity is treated as an asset only when all the 
following conditions are satisfied:

(a) the activity concerned does not utilise an asset 
belonging to government; if it does, the permis-
sion to use the asset is treated as an operating 
lease, a financial lease, a resource lease or possi-
bly the acquisition of an asset representing per-
mission to use the asset at the discretion of the 
licensee over an extended period;

(b) the permit is not issued subject to a qualify-
ing criterion; such permits are treated as either 
taxes or payments for services;

(c) the number of permits is limited and so allows 
the holder to make monopoly profits when 
undertaking the activity concerned;

(d) the permit holder must be able to sell the per-
mit to a third party.

If any of the conditions is not satisfied, the pay-
ments are treated as taxes or as payments for 
services.

15.38 For units other than government, it is much less 
common to be able to limit the participation in 
a given activity. One instance is when it is either 
compulsory or desirable to belong to a professional 
association and there is a strict limit on numbers 
participating. An example is where an owner of 
property limits the number of units operating on 
his property, e.g. a hotel with a policy of only allow-
ing one taxi firm to pick up guests. In these sorts of 
cases, the permits are treated as payments for ser-
vices. In principle the payment shall be recorded on 
an accrual basis throughout the period for which 
the permit is valid. There is no reason in princi-
ple why such permits could not be treated as assets 
if they were marketable though this may not be a 
common situation.
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15.39 A permit issued by a unit other than government 
to undertake a specific activity is treated as an asset 
only when all the following conditions are satisfied:

(a) the activity concerned does not utilise an asset 
belonging to the permit issuer; if it does, the 
permission to use the asset is treated as an oper-
ating lease, a financial lease or a resource lease;

(b) the number of permits is limited and so allows 
the holder to make monopoly profits when 
undertaking the activity concerned;

(c) the permit holder must be legally and practi-
cally able to sell the permit to a third party.

If any of the conditions are not satisfied, the pay-
ments are recorded as payments for a service.

15.40 Governments issue emission permits to control 
total emissions. Such permits do not involve the 
use of a natural asset, as no value is placed on the 
atmosphere, so it is not an economic asset and the 
permit fees are therefore classified as taxes. The 
permits are tradable and there will be an active 
market in them. The permits therefore constitute 
assets and shall be valued at the market price for 
which they can be sold.

Public-private partnerships (PPPS)

15.41 Public-private partnerships (PPPs) are long-term 
contracts between two units, whereby one unit 
acquires or builds an asset or set of assets, oper-
ates it for a period and then hands the asset over 
to a second unit. Such arrangements are usually 
between a private enterprise and government but 
other combinations are possible, with a public cor-
poration as either party or a private NPI as the sec-
ond party.

Governments engage in PPPs for a variety of rea-
sons, such as the hope that private managements 
will lead to more efficient production and that 
access to a broader range of financial sources can 
be obtained and the wish to reduce government 
debt.

In the contract period the PPP contractor has the 
legal ownership. Once the contract period is over, 
the government has both economic and legal 
ownership.

More details about the treatment of PPPs are pro-
vided in Chapter 20 (government accounts).

Service concession contracts

15.42 Service concession contracts provide a company 
the exclusive right to provide certain services. For 
example, in case of a public service concession, a 
private company enters into an agreement with the 
government to have the exclusive right to operate, 
maintain and carry out investment in a public util-
ity (such as a water supply system or a toll high-
way) for a given number of years. Service conces-
sion contracts shall not be recorded as assets where 
they are not transferable or no value can be realised 
through transferring them.

Marketable operating leases (AN.221)

15.43 Marketable operating leases are third-party prop-
erty rights relating to non-financial assets other 
than natural resources. The lease should confer 
economic benefits to the holder in excess of the 
fees payable and the holder should be able to realise 
those benefits through transferring them. The value 
of the lease is the benefit to the holder in excess of 
the value accruing to the issuer. Marketing operat-
ing leases can include all kinds of rental and oper-
ating lease contracts. For example, a tenant can 
sublet an apartment to a third party.

Entitlements to future goods and services 
on an exclusive basis (AN.224)

15.44 Contracts for future production may also give rise 
to third-party property rights assets. The value of 
such contracts is the benefit to the holder in excess 
of the value accruing to the issuer. Examples are:

(a) exclusive rights to have a person work for 
them (e.g. football players) or to publish liter-
ary works or musical performances. The value 
of such rights is the profit that can be made on 
transferring the rights above the costs of can-
celling the existing contract;

(b) time share arrangements. Only part of the time 
share arrangements has to be regarded as the 
acquisition of an asset:
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(1) if the owner has a nominated space, available in 

perpetuity, is eligible to act as part of the man-
agement committee for the scheme, or can sell or 
bequeath the allocation at will, then the arrange-
ment is most likely to be an asset of the same type 
as a house;

(2) if the owner has a fixed agreement to have some 
form of accommodation available at a given 
period for a fixed length of time, it is likely that this 

represents a pre-paid lease, i.e. pre-paid final con-
sumption expenditure by households;

(3) this pre-paid lease could be sublet occasionally or 
sold for the rest of the period of the lease as a trans-
ferable operating lease;

(4) a participant in a points-based scheme may have 
an account that is receivable only by way of an 
asset.
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CHAPTER 16

Insurance

Introduction

16.01 Insurance is an activity whereby institutional units 
or groups of units protect themselves against the 
negative financial consequences of specific uncer-
tain events. Two types of insurance can be distin-
guished: social insurance and other insurance.

16.02 Social insurance is a scheme that covers social 
risks and needs. It is often organised collectively 
for a group; participation in the scheme is gen-
erally obligatory or encouraged by a third party. 
Social insurance comprises: social security schemes 
imposed, controlled and financed by the govern-
ment; and employment-related schemes provided 
or operated by employers on behalf of their employ-
ees. Social insurance is described in Chapter 17.

16.03 Insurance other than social insurance covers 
against events such as death, survival in life, fire, 
natural disasters, flooding, car accidents, etc. 
Insuring against death and survival in life is known 
as life insurance, and insuring against all other 
events is known as non-life insurance.

16.04 This Chapter is concerned with life and non-life 
insurance. It describes how insurance activities are 
recorded in the accounts.

16.05 The rights and obligations of insurance are defined 
by an insurance policy. The policy is an agreement 
between an insurer and another institutional unit, 
called the policyholder. Under the agreement, the 
policyholder makes a payment called a premium 
to the insurer and when a specified event occurs, 
the insurer makes a payment called a claim to the 
policyholder or a nominated person. In this way, 
the policyholder protects against certain forms of 
risk; by pooling the risks the insurer aims to receive 
more from the receipt of premiums than it has to 
pay out as claims.

16.06 The insurance policy defines the roles of the parties 
involved, which are as follows:

(a) the insurer providing cover;

(b) the policyholder responsible for paying 
premiums;

(c) the beneficiary who receives compensation;

(d) the insured person or object that is subject to 
the risk.

In practice, the policyholder, the beneficiary and 
the insured can be the same person. The policy lists 
those roles and specifies the person corresponding 
to each role.

16.07 The most common form of insurance is called 
direct insurance, where institutional units insure 
themselves with an insurer against the financial 
consequences of specific risks. But direct insurers 
may in turn insure themselves, by insuring part of 
the directly insured risks with other insurers. This 
is called reinsurance, and the providers of this are 
called reinsurers.

Direct insurance

16.08 There are two types of direct insurance: life insur-
ance and non-life insurance.

16.09 Definition: life insurance is an activity whereby a 
policyholder makes regular payments to an insurer 
in return for which the insurer guarantees to pro-
vide the beneficiary with an agreed sum, or an 
annuity, at a given date or earlier if the insured per-
son dies beforehand. A life policy can grant ben-
efits arising from a series of risks. For example, 
an old-age life insurance policy can grant a bene-
fit when the insured becomes 65 years of age and, 
after the death of the insured, can grant a benefit to 
the surviving spouse until his death.
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16.10 Life insurance also covers supplementary insur-
ance against personal injury including incapacity 
for employment, insurance against death resulting 
from an accident and insurance against disability 
resulting from an accident or sickness.

16.11 Some classes of life insurance provide compensa-
tion in case the insured event occurs, e.g. insurance 
that is linked to a mortgage loan and only pays a 
benefit to redeem the mortgage if the income 
earner dies before maturity of the correspond-
ing loan. Most of such classes contain a signifi-
cant savings element combined with an element of 
risk coverage. Given the large savings element, life 
insurance is seen as a form of saving, and the cor-
responding transactions are recorded in the finan-
cial account.

16.12 Definition: non-life insurance is an activity 
whereby a policyholder makes regular payments to 
an insurer in return for which the insurer guaran-
tees to provide the beneficiary with an agreed sum 
on the occurrence of an event other than the death 
of a person. Examples of such events are: accidents, 
sickness, fire, etc. Accident insurance that covers 
life related risks is classified as non-life insurance 
in most European countries.

16.13 A life policy that provides a benefit in the case of 
death within a given period but in no other circum-
stances, usually called term insurance, is regarded 
in the national accounts as non-life insurance 
because a claim is payable only if a specified con-
tingency occurs and not otherwise. In practice, 
because of the way in which insurance units keep 
their accounts, it may not always be possible to sep-
arate term insurance from life insurance. In such 
circumstances, term insurance can be treated in the 
same way as life insurance.

16.14 Life and non-life insurance both involve spread-
ing risk. Insurers usually receive small regular pay-
ments of premiums from policyholders and pay 
larger sums to claimants when the events covered 
by the policy occur. For non-life insurance, the risks 
are spread over the whole population that takes out 
the insurance policies. An insurer determines the 
premiums charged for providing an insurance ser-
vice in a year according to the amount of claims it 
expects to pay in the same year. Typically, the num-
ber of claimants is much smaller than the num-
ber of policyholders. For an individual non-life 

policyholder there is no relationship between the 
premiums paid and the claims received, even in 
the long run, but the insurer establishes such a 
relationship for every class of non-life insurance 
on a yearly basis. For life insurance, a relationship 
between premiums and claims over time is impor-
tant both to the policyholders and to the insurer. 
For someone taking out a life policy, the benefits 
to be received are expected to be at least as great 
as the premiums paid up until the benefit is due 
and is a form of saving. The insurer must com-
bine this aspect of a policy with the actuarial cal-
culations about the insured population concern-
ing life expectancy, including the risk of fatal acci-
dents, when determining the relationship between 
the levels of premiums and benefits. Further, in 
the interval between the receipt of premiums and 
the payment of benefits, the insurer earns income 
from investing a part of the premiums received. 
This income also affects the levels of premiums and 
benefits set by the insurers.

16.15 There are significant differences between life and 
non-life insurance that lead to different types of 
entries in the accounts. Non-life insurance consists 
of redistribution in the current period between 
all policyholders and a few claimants. Life insur-
ance mainly redistributes premiums paid over a 
period of time as benefits paid later to the same 
policyholder.

Reinsurance

16.16 Definition: an insurer may protect against an unex-
pectedly large number of claims, or exception-
ally heavy claims, by taking out a reinsurance pol-
icy with a reinsurer. Reinsurance corporations 
are concentrated in a limited number of financial 
centres, and so many of the reinsurance flows are 
transactions with the rest of the world. It is com-
mon for reinsurers to take out reinsurance policies 
with other reinsurers to spread their risks further. 
This extended reinsurance is called retrocession.

16.17 Limitation of risks can also be achieved when a 
group of insurers called underwriters jointly accept 
the risks associated with a single policy. Each indi-
vidual insurer is only responsible for its own share 
of the policy, receives the corresponding share of 
the premium and pays the same share in the case of 
a claim or benefit paid. Management of the policy 
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is either by the lead-manager or by the insurance 
broker. Lloyds of London is an example of an 
insurance market where direct and indirect risks 
are spread over a large number of underwriters.

16.18 Various options exist with the direct insurer to 
organise indirect coverage against the risks the 
insurer has accepted. The following classes of rein-
surance are distinguished:

(a) proportionate reinsurance where the poli-
cyholder cedes to a reinsurer an agreed per-
centage of all risks, or of all risks of a speci-
fied portfolio of direct insurance policies. This 
means that the direct insurer transfers the cor-
responding percentage of the premiums to the 
reinsurer who then meets the same proportion 
of the claims when it incurs. In such cases, any 
reinsurance commission paid by the reinsurer 
to the policyholder is treated as a reduction in 
reinsurance premiums written;

(b) non-proportionate reinsurance known as 
excess of loss reinsurance, where the reinsurer 
is only at risk if the amount of the direct claim 
exceeds an agreed threshold. If there are no or 
few direct claims above the threshold, the rein-
surer may pass a share of its profits to the direct 
insurer. Profit sharing is treated in the accounts 
as current transfer from the reinsurer to the 
direct insurer, in a similar way to the payment 
of claims.

The units involved

16.19 The institutional units involved in direct insur-
ance and reinsurance are pre-eminently insurers. 
It is possible for another type of enterprise to carry 
out insurance as a non-principal activity, but usu-
ally the legal regulations surrounding the conduct 
of insurance mean that a separate set of accounts 
covering all aspects of the insurance activity must 
be kept, and so a separate institutional unit, clas-
sified to the insurance corporations (S.128) and 
pension funds (S.129) subsectors, is identifiable. 
Government may conduct other insurance activi-
ties, but again it is likely that a separate unit can be 
identified. Having noted that other sectors may be 
involved, in what follows it is assumed that insur-
ers, either resident or non-resident, carry out all 
insurance.

16.20 Units that are primarily engaged in activities 
closely related to insurance, but do not themselves 
incur risks, are insurance auxiliaries. Such units are 
classified within the financial auxiliaries subsector 
(S.126) and include for example the following:

(a) insurance brokers;

(b) private non-profit institutions serving insur-
ance enterprises and pension funds;

(c) units whose main activity is to act as supervi-
sory authorities of insurance enterprises, pen-
sion funds and of insurance markets.

Output of direct insurance

16.21 The insurance company accepts a premium from 
a client and holds it until a claim is made or the 
period of the insurance expires. In the meantime, 
the insurance company invests the premium and 
the investment income is an extra source of funds 
from which to meet any claim due. The insurance 
company sets the level of the premiums to be such 
that the sum of the premiums plus the investment 
income earned on them less the expected claim 
will leave a margin that the insurance company 
can retain; this margin represents the output of the 
insurance company. The output of the insurance 
industry is measured reflecting the premium set-
ting policies of the insurers. To that end, four sepa-
rate items need to be defined. These are

(a) premiums earned;

(b) premium supplements;

(c) claims incurred, or benefits due;

(d) insurance technical reserves.

Each of these is discussed in turn before discuss-
ing the measurement of output for direct non-life 
insurance, direct life insurance and reinsurance 
respectively.

Premiums earned

16.22 Definition: premiums earned are the proportion 
of premiums written that have been earned during 
the accounting period. Premiums written cover 
the period contracted in the insurance policy. The 
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difference between premiums written and premi-
ums earned are amounts set aside, and included in 
the reserves for unearned premium. Such amounts 
are treated as assets of the policyholders. The con-
cept of premium earned in insurance accounting is 
consistent with the accruals recording principle of 
national accounts.

16.23 The insurance premium is either a regular pre-
mium payable monthly or yearly, or a single pre-
mium paid usually at the start of the insured 
period. Single premiums are usual for the insur-
ance of risks associated with large events, such as 
the construction of large buildings or equipments 
and the road, train, sea- or air transport of goods.

16.24 The premiums earned in the year in question take 
the following form:

premiums written

plus  the reserves for unearned premiums at 
the beginning of the accounting year

less  the reserves for unearned premiums at 
the end of the accounting year.

Or presented differently, it takes the form of:

premiums written

less  the change (less increase or plus 
decrease) in the reserves for premiums 
unearned.

16.25 The reserves for unearned premiums and other 
reserves are included within non-life insurance 
technical reserves (AF.61) and life insurance tech-
nical reserves (AF.62). A description of insurance 
technical reserves is given in paragraphs 16.43 to 
16.45.

16.26 Policyholders often have to pay a dedicated tax on 
payment of the insurance premium. Life insurance 
premiums are excluded from this insurance tax 
in many countries. As the insurers have to trans-
fer this tax to government, the relevant amounts 
do not enter the annual accounts of insurers. Only 
a relatively small amount — the residual amount 
concerning the year that still has to be transferred 
to government — could enter the insurers’ balance 
sheet under trade credit. The tax payments are not 
recorded as such in the accounts of insurers. Such 
a tax is treated as a tax on products in national 

accounts. Policyholders are assumed to pay such 
amounts directly into the tax authorities’ accounts.

Premium supplements

16.27 Definition: premiums supplements are the income 
earned from the investment of the insurance tech-
nical reserves of the insurers, which represent lia-
bilities towards the policyholders.

16.28 For life insurance in particular, but also to a lesser 
extent for non-life insurance, the total amount of 
benefits due or claims incurred in a given period 
often exceeds the premiums earned. Premiums are 
usually paid regularly, often at the start of an insur-
ance period, whereas claims are incurred later, and 
in the case of life insurance benefits are often due 
many years later. In the time between the premium 
being paid and the claim being payable, the sum 
involved is at the disposal of the insurer to invest 
and earn income from it. Such amounts are called 
insurance technical reserves. The income earned 
on the reserves allows the insurers to charge lower 
premiums than would be the case otherwise. The 
measure of the service provided takes account of 
the size of this income as well as the relative size of 
premiums and claims.

16.29 For non-life insurance, even though a premium 
may be payable at the start of a period of cover, the 
premiums are only earned on a continuous basis 
as the period passes. At any point before the end 
of the cover, the insurer holds an amount due to 
the policyholder relating to services and possi-
ble claims to be provided in the future. This is a 
form of credit extended by the policyholder to 
the insurer described as unearned premiums. 
Similarly, although claims become due for pay-
ment by the insurer when the contingency speci-
fied in the policy happens, they may not be paid 
until some time later, often because of negotia-
tion about the amounts due. This is another similar 
form of credit, described as reserves against claims 
outstanding.

16.30 Similar reserves exist for life insurance but in 
addition there are two other elements of insur-
ance reserves, actuarial reserves for life insurance 
and reserves for with-profit insurance. They rep-
resent amounts set aside for payments of bene-
fits in future. The reserves are generally invested 
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in financial assets and the income is in the form 
of investment income. They may be used to fund 
economic activity such as real estate, to generate a 
net operating surplus either in a separate establish-
ment or as a secondary activity.

16.31 All investment income attributed to policyholders 
is shown as payable to the policyholders in the pri-
mary distribution of income account. For non-life 
insurance, the same amount is then repaid to the 
insurer as premium supplements in the second-
ary distribution of income account. For life insur-
ance, the premiums and premium supplements are 
shown in the financial account.

Adjusted claims incurred and benefits due

16.32 Definition: claims incurred and benefits due are the 
financial obligations of the insurers with respect to 
the beneficiary concerning the risks that the event 
realises in the period in question as defined by the 
policy.

16.33 The concept of claims incurred in non-life insur-
ance and benefits due in life insurance is consistent 
with the accruals basis of measurement in national 
accounts.

Non-life insurance adjusted claims incurred

16.34 Claims can be distinguished between claims paid 
and claims incurred. Claims incurred refer to the 
amounts due from insured risks that have been 
realised in the year. Whether the policyholder has 
reported the corresponding event is irrelevant. Part 
of the claims will be paid in the next year or even 
later. On the other hand claims that are the effect 
of events that have occurred in previous years are 
paid in the current year. The unpaid part of the 
claims incurred is added to the reserve for claims 
outstanding.

16.35 Non-life insurance claims incurred in the calendar 
year take the following form:

claims paid

less  the reserve for claims outstanding at the 
beginning of the accounting year

plus  the reserve for claims outstanding at the 
end of the accounting year.

Or presented differently, they take the form of:

claims paid

plus  the change (plus increase or less 
decrease) in the reserves for claims 
outstanding.

16.36 Any claims-related costs undertaken by the insurer, 
either external or internal, are not included in 
claims incurred. Such costs may consist of: costs of 
acquisition, policy management, investment man-
agement, and claims handling. Some costs might 
not be separately identifiable in the accounting 
source data. The external costs include expenditure 
for works that the insurer commissioned to another 
unit, thus recorded in the accounts as intermediate 
consumption. The internal costs include expend-
iture for works performed by the insurers’ own 
employees, thus recorded in the accounts as labour 
costs.

16.37 In the event of catastrophes, the losses incurred 
shall not affect the value of claims. The catastrophic 
losses shall be recorded as a capital transfer from 
the insurer to the policyholder. The advantage of 
such recording is that the disposable income of the 
policyholder does not increase counter-intuitively 
as would be the case if the claims were recorded 
otherwise (see paragraphs 16.92 and 16.93).

16.38 The production of insurance services is a con-
tinuous process, not just when the risk occurs. 
However, the level of claims incurred by policy-
holders of non-life insurance varies from year to 
year and there may be events that cause a particu-
larly high level of claims. Neither the volume nor 
the price of insurance services is directly affected 
by the volatility of claims. Insurers set the level of 
premiums on the basis of their own estimation of 
the likelihood of claims incurring. For this reason, 
the formula used for the calculation of output uses 
adjusted claims incurred, which is an estimate cor-
rected for volatility in claims.

16.39 The estimate for adjusted claims incurred may be 
derived statistically in an expectations approach 
based on previous experience of the level of claims. 
In considering the past history of claims payable, 
however, allowance must be made for the share 
of such claims that is met under the terms of the 
direct insurer’s reinsurance policy. For example, 
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when the direct insurer has an excess of loss rein-
surance, known as non-proportionate reinsur-
ance, it sets the level of premiums to cover losses 
up to the maximum loss covered by its reinsurance 
policy plus the reinsurance premium it must pay. 
Under a proportionate reinsurance policy, it sets 
its premiums to cover the proportion of claims it 
has to pay plus the reinsurance premium.

16.40 An alternative method of adjusting claims incurred 
for volatility is to use accounting data on change 
in own funds and in equalisation reserves. The 
equalisation reserves are amounts that insurers 
set aside in compliance with legal or administra-
tive requirements to cover irregular or unfore-
seeable large claims in the future. Such amounts 
are included within non-life insurance technical 
reserves (AF.61).

Life insurance benefits due

16.41 Life insurance benefits due are the amounts pay-
able under the policy in the accounting period in 
question. No adjustment for unexpected volatility 
is necessary in the case of life insurance.

16.42 Any benefits-related costs shall not be included 
within the benefits due, but recorded as intermedi-
ate consumption and labour costs.

Insurance technical reserves

16.43 Definition: insurance technical reserves are the 
amounts that insurers set aside. The reserves are 
assets to the policyholders and liabilities to the 
insurers. The technical reserves can be distin-
guished between non-life and life insurance and 
annuities.

16.44 In accordance with Council Directive 91/674/
EEC1, seven types of technical reserves are distin-
guished. In each case the amount gross of reinsur-
ance, the amount ceded to reinsurers and the net 
amount are shown in the balance sheet. The seven 
categories are as follows:

(a) reserve for unearned premiums — the differ-
ence between written premiums and earned 
premiums. This reserve can, depending on the 

1 Council Directive 91/674/EEC of 19 December 1991 on the annual accounts and 
consolidated accounts of insurance undertakings (OJ L 374, 31.12.1991, p. 7).

national legislation, include a separate element 
relating to unexpired risks;

(b) reserves for life insurance — such reserves 
reflect the present value of the expected future 
benefits (including but not confined to declared 
bonuses) less the present value of future premi-
ums. Supervisory authorities may set a ceiling 
to the discount rate used in the calculation of 
present value;

(c) reserve for claims outstanding — the difference 
between incurred and paid claims. It equals the 
total estimated ultimate cost to an insurance 
undertaking of settling all claims arising from 
events which have occurred up to the end of 
the financial year, whether reported or not, less 
amounts already paid in respect of such claims;

(d) reserve for bonuses and rebates (unless shown 
within the category referred to in point (b) — 
comprising the amounts intended for poli-
cyholders or contract beneficiaries by way of 
bonuses and rebates, to the extent that such 
amounts have not already been credited to pol-
icyholders or contract beneficiaries;

(e) equalisation reserve comprises amounts set 
aside in compliance with legal or administra-
tive requirements to equalise fluctuations in 
loss ratios in future years or to provide for spe-
cial risks. National authorities may not permit 
this reserve;

(f) other technical reserves comprise, inter alia, 
the reserve for unexpired risks if not included 
within the category referred to in point (a). This 
item might also include ageing reserves taking 
into account the effect of ageing on the amount 
of claims, e.g. with health insurance;

(g) technical reserves for life insurance policies 
where the investment risk is borne by the pol-
icyholders. This item shall comprise technical 
reserves constituted to cover liabilities to poli-
cyholders in the context of life insurance poli-
cies where the value of the return is determined 
by reference to investments for which the pol-
icyholder bears the risk, or by reference to an 
index, as is the case with index-linked life insur-
ance. This item shall also comprise the techni-
cal reserves concerning tontines.
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16.45 When deriving the changes in the insurance tech-

nical reserves (F.61 and F.62) used in the calcula-
tions of output, realised and unrealised holding 
gains and losses are not included.

Defining insurance output

16.46 Insurers provide an insurance service for their cli-
ents, but do not charge explicitly for their service.

16.47 The insurer collects premiums and pays claims or 
benefits on the occurrence of an insured event. The 
claims or benefits compensate the beneficiary for 
the financial consequences of the insured event.

16.48 The insurance technical reserves are funds that 
insurers use to invest and to earn income. Such 
funds and the corresponding investment income 
(premium supplements) are a liability towards the 
beneficiaries.

16.49 This section describes the information needed to 
calculate the output for direct insurance and rein-
surance services.

Non-life insurance

16.50 The output of the insurer is the service provided to 
the beneficiaries.

16.51 If an expectations approach is being used, the for-
mula to calculate output is:

premiums earned

plus premium supplements

minus adjusted claims incurred;

where adjusted claims incurred is corrected for the 
volatility in claims using historical data or account-
ing data on changes in the equalisation reserves 
and own funds. Premium supplements are less vol-
atile than claims, and no adjustment for volatility 
is necessary. In estimating adjusted claims, infor-
mation is broken down by product, for example 
motor insurance, buildings insurance, etc.

If the necessary accounting data are not availa-
ble and the historical statistical data are not suffi-
cient to allow reasonable average estimates of out-
put to be made, the output of non-life insurance 
may be estimated as the sum of costs (including 

intermediate costs, labour and capital costs) plus 
an allowance for ‘normal profit’.

Life insurance

16.52 The output of direct life insurance is calculated sep-
arately as:

premiums earned

plus premium supplements

minus benefits due

minus  increases (plus decreases) in technical 
reserves and with-profits insurance.

16.53 If adequate data are not available for the calcula-
tion of life insurance according to this formula, an 
approach based on the sum of costs, similar to that 
described for non-life insurance, is to be used. As 
for non-life insurance, an allowance for normal 
profits is included.

16.54 In the calculation of output, holding gains and 
losses must not be included.

Reinsurance

16.55 The formula to calculate the output of reinsur-
ance services is analogous to that for direct insur-
ance. However, because the primary motivation of 
reinsurance is to limit the direct insurer’s exposure 
to risk, a reinsurer deals with exceptionally large 
claims as a matter of normal business. For this rea-
son, and because the market for reinsurance is con-
centrated in relatively few large firms worldwide, 
it is less likely that the reinsurer will experience an 
unexpectedly large loss than a direct insurer does, 
especially in the case of excess of loss reinsurance.

16.56 The output of reinsurance is measured in the same 
way as the output of direct non-life insurance. 
However, there are some payments peculiar to 
reinsurance. Such payments are commissions pay-
able to the direct insurer under proportionate rein-
surance and profit sharing in excess of loss reinsur-
ance. Once these are taken into account the output 
of reinsurance is calculated as:

premiums earned less commissions payable

plus premium supplements
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minus  both adjusted claims incurred and profit 
sharing.

Transactions associated with non-life 
insurance

16.57 This section describes the set of entries record-
ing the implications of a non-life insurance policy. 
Policies may be taken out by businesses, house-
holds as individuals and units in the rest of the 
world. However, when a policy taken out by a mem-
ber of a household qualifies as social insurance, the 
entries required are as described in Chapter 17.

Allocation of insurance output among 
users

16.58 The output of non-life insurers is described in par-
agraph 16.51. The value of the output of insurers is 
recorded as a use as follows:

(a) intermediate consumption of businesses, 
including the following sectors: non-finan-
cial corporations (S.11), financial corporations 
(S.12), general government (S.13), households 
as employers (S.141) and own-account work-
ers (S.142), or non-profit institutions serving 
households (S.15);

(b) final consumption expenditure of households 
as individuals (S.143 and S.144); or

(c) exports to non-resident policyholders (S.2).

16.59 The value of output is allocated to users according 
to the type of insurance.

16.60 Alternatively, the value of output is allocated as 
uses to policyholders in proportion to their actual 
premiums payable.

16.61 The allocation of output to intermediate consump-
tion is broken down by industry.

Insurance services provided to and from 
the rest of the world

16.62 Resident insurers may provide insurance cover 
to households and businesses in the rest of the 
world, and resident households and businesses 

may purchase cover from insurers in the rest of the 
world. The investment income attributed by resi-
dent insurers to policyholders includes an alloca-
tion to policyholders in the rest of the world. Such 
non-resident policyholders then also pay premium 
supplements to the resident insurer.

16.63 Similar considerations also apply to the treatment 
of resident businesses and households taking out 
policies with non-resident insurers. Resident pol-
icy holders receive imputed investment income 
from abroad and pay premiums and supple-
ments to abroad. Estimation of the size of such 
flows is difficult, especially when there is no resi-
dent insurer against which to make comparisons. 
Counterpart data may be used to make estimates 
for the national economy. The level of transac-
tions by residents has to be known and the ratio of 
premium supplements to actual premiums in the 
economy providing the services can be used to esti-
mate the investment income receivable and pre-
mium supplements payable.

The accounting entries

16.64 Altogether six pairs of transactions are recorded 
in respect of non-life insurance that is not part of 
social insurance; two pairs relating to the measure-
ment of the production and consumption of the 
insurance service, three pairs relating to distribu-
tion and one in the financial account. Under excep-
tional circumstances, a seventh transaction relat-
ing to distribution may be recorded in the capi-
tal account. The value of the output of the activity, 
the investment income to be attributed to the pol-
icyholders and the value of the service charge are 
calculated specifically for non-life insurance in the 
manner described below.

16.65 The production and consumption transactions are 
as follows:

(a) since all such activity by resident institutional 
units is undertaken by insurers, the output 
(P.1) is recorded in the production account of 
insurers;

(b) the service may be consumed by any of the sec-
tors of the economy or by the rest of the world; 
the value of the service is payable to insurers. 
Payments by business constitute intermediate 
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consumption (P.2), recorded in their produc-
tion account. Insurance payments by house-
holds as individuals are final consump-
tion expenditure (P.3), recorded in the use of 
income account. Payments by the rest of the 
world are recorded as exports of services (P.62) 
in the external account of goods and services.

16.66 The distributive transactions are investment 
income attributed to policyholders in respect of 
non-life insurance, net non-life insurance premi-
ums, and insurance claims:

(a) investment income from investing non-life 
insurance technical reserves is attributed to 
policyholders (D.441). Thus it is recorded as 
payable by insurers and as receivable by all sec-
tors and the rest of the world. The investment 
income shall be allocated among policyhold-
ers in proportion of their non-life technical 
reserves, or alternatively in proportion to the 
actual premium written (payable). Both paya-
bles and receivables are recorded in the alloca-
tion of primary income account;

(b) net non-life direct insurance premiums (D.711) 
are the amounts of premiums and investment 
income used to finance expenditures of the 
insurers. Such premiums are calculated as pre-
miums earned plus premium supplements 
less the output value of the insurers. Those net 
premiums are recorded as payable by all sec-
tors of the economy or the rest of the world 
and as receivable by insurers. The allocation 

of net premiums between sectors is carried out 
according to the allocation of the output;

(c) non-life direct insurance claims (D.721) are 
amounts in respect of which insurers become 
liable to the policyholder when an event occurs. 
The insurance claims are recorded as receivable 
by all sectors of the economy and the rest of the 
world and as payable by the insurers. Both net 
premiums and claims are recorded in the sec-
ondary distribution of income account. Some 
claims arise because of damage or injuries that 
the policyholder causes to the property or per-
sons of third parties. In such cases, valid claims 
are recorded as directly payable by the insurer 
to the injured parties and not indirectly via the 
policyholder;

(d) claims arising from catastrophic losses are 
other capital transfers (D.99) rather than cur-
rent transfers, and they are recorded in the 
capital account as payable to policyholders by 
insurers;

(e) the financial balance sheet records the non-
life insurance technical reserves (AF.61). Such 
reserves are recorded as liabilities of insur-
ers and assets of all sectors and the rest of the 
world. The reserves consist of prepayments of 
premiums and payments of claims. A break-
down of this category is not required, although 
both components are needed in the calculation 
of premiums earned and claims incurred.

16.67 An example of the accounting records for such 
flows is shown in Table 16.1. 
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Table 16.1 — Non-life insurance
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Transactions of life insurance

16.68 This section describes how records for life insur-
ance differ from non-life insurance records. For a 
life insurance policy the benefits from the policy 
are treated as changes in wealth, recorded in the 
financial account. For a policy qualifying as social 
insurance, the benefits in the form of pensions are 
recorded as income in the secondary distribution 
of income account. The reason for the different 
treatment is that a policy other than social insur-
ance is entered into entirely on the initiative of the 
policyholder. Policies that qualify as social insur-
ance reflect the intervention of a third party, usu-
ally the government or the employer, to encour-
age or oblige the policyholder to make reserve for 
income in retirement. Social insurance is described 
in Chapter 17.

16.69 The holder of a life insurance policy is an individ-
ual classified within the households sector (S.143 
or S.144). If a company takes out an insurance pol-
icy on the life of an employee, this is term insur-
ance and not life insurance. Life insurance trans-
actions therefore take place only between insurers 
(classified within the insurance corporations sub-
sector — S.128) and resident households as indi-
viduals (S.143 and S.144), unless exported to non-
resident households (classified within the rest of 
the world sector — S.2). The output value of life 
insurance is matched by the value of the house-
holds’ final consumption expenditures and exports 
in services, following the same approach as for 
non-life insurance. The investment income attrib-
uted to insurance policyholders is treated as pre-
mium supplements. However, premiums and 
claims are not shown separately in the case of life 
insurance and are not treated as current transfers. 
Rather they constitute components of a net trans-
action recorded in the financial account, the finan-
cial asset involved being life insurance and annui-
ties entitlements.

16.70 Four pairs of transactions are recorded in the 
accounts; two pairs relate to production and con-
sumption of the insurance service, one pair shows 
the attribution of investment income to the pol-
icy holders and one pair shows the change in life 
insurance and annuities entitlements:

(a) the output (P.1) of the life insurance is recorded 
in the production account for the insurers;

(b) the value of the services consumed is recorded 
as final consumption expenditure (P.3) by 
households in the use of disposable income 
account or as payable by the rest of the world, 
treated as exports of services (P.62) to non-res-
ident households. Payments by households to 
non-resident insurers are imports of services 
(P.72);

(c) investment income earned from investing life 
insurance technical reserves attributed to poli-
cyholders (D.441) is recorded in the allocation 
of primary income account. Bonuses declared 
in connection with life policies are treated as 
being distributed to policyholders even if they 
exceed the investment income earned by the 
institution declaring the bonus. The investment 
income is recorded as payable by insurers and 
receivable by resident households or non-res-
ident households in the rest of the world. The 
investment income shall be allocated among 
policyholders in proportion to their life techni-
cal reserves, or, if that information is not avail-
able, in proportion to the premiums written;

(d) the financial balance sheet holds entries for life 
insurance technical reserves and annuity enti-
tlements (AF.62). Such reserves are recorded as 
liabilities of insurers and assets of households 
and the rest of the world. These amounts reflect 
the savings character of life insurance policies. 
This includes the prepayment of premiums and 
the payment of benefits. A breakdown of this 
category is not required, although both compo-
nents are needed in the calculation of premi-
ums earned and benefits due.

16.71 Life insurance technical reserves and annuities 
entitlements reflect policies that yield a lump sum 
at a given date. The lump sum may be used to pur-
chase an annuity that itself converts a lump sum 
into a stream of payments. The conditional enti-
tlements of the individual policyholders — the 
amount receivable at or after maturity as a lump 
sum payment or an annuity — do not aggregate to 
the value of the insurer’s obligations. The difference 
is derived from the conditionality and the present 
value calculation. The amount to be reported under 
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life insurance and annuity entitlements’ is defined 
according to the insurers’ accounting principles.

16.72 An example of such flows is shown in Table 16.2. 

Table 16.2 — Life insurance
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Transactions associated with 
reinsurance

16.73 Accounts of reinsurers are largely the same as the 
accounts of direct insurers. The only difference is 
that direct insurance transactions with policyhold-
ers who are not themselves providers of insurance 
are replaced by insurance transactions between 
reinsurers and direct insurers.

16.74 Insurance transactions are recorded gross of rein-
surance. Premiums are first payable to the direct 
insurer who may then pay a proportion of the pre-
mium to the reinsurer (cession), who might then 
pay a smaller amount to another reinsurer, and so 
on (retrocession). Analogously, the same applies 

to claims or benefits. The gross treatment is in 
line with the original policyholder’s point of view. 
This policyholder normally is not aware of any 
amount ceded by the direct insurer to a reinsurer 
and, should the reinsurer go bankrupt, the direct 
insurer remains liable to pay the full amount of the 
claims on ceded risks.

16.75 The output of direct insurance is calculated gross of 
reinsurance. The alternative calculation net of rein-
surance would be to show part of the direct policy-
holders’ premiums being paid to the direct insurer 
and part to the reinsurer, but this way of recording, 
called ‘net recording’, is not allowed.

Chart 1 below illustrates this process.

Chart 1 — Flows between policyholders, direct and indirect insurers

Policyholder Direct insurer Reinsurer

1a. Gross premium 1b. Reins. premium

2b. Reins. claim

3b. Property income

Property income

2a. Gross claim

3a. Gross property income

16.76 Chart 1 summarises the following flows:

1 the policyholder makes the payment of the pre-
mium gross of reinsurance to the direct insurer 
(1a), of which the reinsurance part of the gross 
premium is ceded to the reinsurer (1b);

2 similarly, the payment of claim is recorded, 
but in the opposite direction. The claim is paid 
by the reinsurer to the direct insurer (2b). The 
direct insurer adds to this amount its own claim 
paid further to the policyholder (2a);

3 both the direct insurer and the reinsurer earned 
property income from investing their technical 
reserves. Property income is transferred by the 
reinsurer to the direct insurer (3b) who then 
adds this amount to its own property income 
earned and further distributes to the policy-
holder (3a).

16.77 All gross flows between the policyholder and the 
direct insurer include the corresponding amounts 
of the flows between the direct insurer and the 

reinsurer; for this reason these arrows are shown as 
being thicker in the chart.

16.78 As with direct insurance, for example following a 
catastrophic disaster, part of reinsurance claims are 
recorded as capital transfers rather than as current 
transfers.

16.79 The whole of the output of the reinsurer is interme-
diate consumption of the direct insurer holding the 
reinsurance policy. As noted above, many reinsur-
ance policies are between insurers resident in dif-
ferent economies. Thus, the value of the output in 
such cases represents imports by the insurer tak-
ing out the reinsurance policy and exports by the 
reinsurer.

16.80 The recording of flows associated with reinsurance 
resembles the recording for non-life insurance 
except that the policyholder of a reinsurance pol-
icy is always another insurer.

16.81 The production and consumption transactions are 
as follows:
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(a) the output (P.1) is recorded in the production 
account of reinsurers. Reinsurance services are 
often provided by non-resident reinsurers and 
in such cases are recorded as imports of services 
(P.72);

(b) the service of the reinsurer can only be con-
sumed by a direct insurer or another reinsurer. 
If the policyholder is resident, the use of the 
reinsurance service is recorded as intermedi-
ate consumption (P.2) of the policyholder unit. 
Where the policyholder is non-resident, the use 
is recorded as exports of services (P.62).

16.82 The distributive transactions cover investment 
income attributed to policyholders in respect of 
reinsurance, net reinsurance premiums and rein-
surance claims:

(a) investment income (D.441) earned by rein-
surers from investing reinsurance technical 
reserves is payable to policyholders who can 
be direct insurers or reinsurers. Both reinsur-
ance and direct insurers may be resident or 
non-resident;

(b) net non-life reinsurance premiums (D.712) 
are payable by policyholders and receivable by 
reinsurers. Either of the units due to make the 
payment or to receive it may be non-resident;

(c) non-life reinsurance claims (D.722) are payable 
by reinsurers and receivable by policyholders, 
either resident or non-resident. Both net pre-
miums and claims are recorded in the second-
ary distribution of income account;

(d) the financial balance sheet holds records reflect-
ing the reinsurance technical reserves (under 
AF.61, ‘non-life insurance technical reserves’). 
Such reserves are recorded as liabilities of rein-
surers and assets of policyholders. Such policy-
holders can be direct insurers or reinsurers.

16.83 Commissions payable by reinsurers to the insurer 
as the reinsurance policyholder are treated as 
reductions in the premiums payable to the rein-
surers. Profit sharing payable by the reinsurer to 
the direct insurer is recorded as a current transfer. 
Although they are recorded differently, both com-
missions payable and profit sharing reduce the out-
put of the reinsurer.

16.84 If direct insurance claims are treated as capital 
and not current transfers, the reinsurance claims 
for the same event are also treated as other capital 
transfers (D.99).

Transactions associated with insurance 
auxiliaries

16.85 The output of auxiliary insurance services is valued 
on the basis of the fees or commissions charged. 
In the case of non-profit institutions operating 
as business associations for insurance enterprises 
and pension funds, their output is valued by the 
amounts of subscriptions paid by the members of 
the associations. This output is used as intermediate 
consumption by the members of the associations.

Annuities

16.86 The simplest case of a life insurance policy is one 
where a stream of payments is made by the poli-
cyholder to the insurer over time in return for a 
single payment received as a claim at some point 
in the future. With the simplest form of annuity, 
the equivalent to the policyholder, called the annu-
itant, pays a single lump sum to the insurer and in 
return receives a stream of payments either for a 
nominated period or for the rest of the annuitant’s 
life, or for the rest of the life of both the annuitant 
and a nominated other person.

16.87 Annuities are organised by insurers and are a 
means of risk management. The annuitant avoids 
risk by agreeing to accept a known payment stream, 
known either in absolute terms or subject to a for-
mula, such as being index-linked, in return for a 
single payment. The insurer takes the risk of mak-
ing more from investing the single payment than 
is paid to the annuitant as a payment stream. Life 
expectancy is taken into account in determining 
the stream of payments.

16.88 When an annuity is initiated, there is a trans-
fer of funds from the household to the insurer. In 
many cases, however, this may simply be a ‘rollo-
ver’ from a lump sum payable by that or another 
insurer from the maturing of a normal life insur-
ance policy immediately into an annuity. In such 
a case there is no need to record the payment of 



Insurance

361  European system of accounts — ESA 2010

16
the lump sum and the acquisition of the annu-
ity; there will simply be a change from life insur-
ance reserves to annuity reserves in the insurer and 
pension fund subsector. If an annuity is purchased 
independently of the maturing of a life insurance 
policy, this is recorded as a pair of financial trans-
actions between the household and the insurer. 
The household makes a payment to the insurer and 
receives in return an asset arising from the terms of 
the annuity. The insurer receives a financial asset 
from the household and incurs a liability towards 
it.

16.89 Annuities are terminated by death, at which point 
any remaining reserves for that annuitant are 
transferred to the insurer. However, assuming the 
insurer has predicted life expectancy accurately, 
for the group of annuitants as a whole, the average 
funds remaining at death will be zero. If life expec-
tancies change, revisions to the reserves must be 
made. For annuities in operation, an extension of 
life expectancies will reduce the amount available 
to the insurer as a service charge, possibly making 
this negative. In such a case, the insurer will have 
to draw on its own funds and hope to build them 
up again in future by associating higher service 
charges with new annuities.

Recording non-life insurance claims

Treatment of adjusted claims

16.90 The time of recording claims incurred is gener-
ally when the related event occurs. This principle is 
applied even when, in the case of disputed claims, 
the settlement may take place years after the event 
concerned. An exception is made in cases where 
the possibility of making a claim is recognised 
only long after the event has happened. For exam-
ple, an important series of claims were recognised 
only when exposure to asbestos was established as 
a cause of serious illness and was judged to give 

rise to claims under an insurance policy valid at 
the time of the exposure. In such cases the claim 
is recorded at the time that the insurance company 
accepts the liability. This may not be the same time 
as when the size of the claim is agreed on or when 
the claim is paid.

16.91 Given that the formula for output uses adjusted 
claims and not actual claims, only when the actual 
claims happen to be the same values as expected 
claims will net premiums and claims be equal in 
a given period. They should however be approxi-
mately equal over a period of years excluding a year 
in which a disaster is recorded.

Treatment of catastrophic losses

16.92 Claims are recorded as current transfers payable by 
the insurer to the policyholder. There is one case 
where claims are recorded as other capital trans-
fers (D.99) rather than current transfers and that is 
in the wake of a major catastrophe. The criteria for 
when the effects of a disaster should be treated like 
this must be determined according to national cir-
cumstances, but these may involve the number of 
policyholders affected and the amount of the dam-
age done. The rationale for recording the claims as 
capital transfers in this case comes from the fact 
that many of the claims will relate to destruction or 
serious damage to assets such as dwellings, build-
ings and structures.

16.93 Following a catastrophe, the total value of the 
claims in excess of the premiums is recorded as 
a capital transfer from the insurer to the policy-
holder. Information on the level of claims to be 
met under insurance policies is obtained from the 
insurance industry. If the insurance industry can-
not provide this information, one approach to esti-
mating the level of the catastrophe-related claims 
is to take the difference between the adjusted 
claims and the actual claims in the period of the 
catastrophe.
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CHAPTER 17

Social insurance including pensions

Introduction

17.01 Definition: social insurance schemes are schemes in 
which participants are obliged, or encouraged, by 
a third party to take out insurance against certain 
social risks or circumstances that may adversely 
affect their welfare or that of their dependants. 
In such schemes, social contributions are paid by 
employees or others, or by employers on behalf of 
their employees, in order to secure entitlement to 
social insurance benefits, in the current or subse-
quent periods, for the employees or other contrib-
utors, their dependents or survivors. Contributions 
to social insurance schemes can also be paid by, 
or on behalf of, self-employed or non-employed 
persons.

17.02 There are two types of social insurance schemes:

(a) the first consists of social security schemes cov-
ering the entire community, or large sections of 
the community, that are imposed, controlled 
and financed by government units. Pensions 
payable under such schemes may or may not 
be related to levels of salary of the beneficiary 
or history of employment. Non-pension bene-
fits are less frequently linked to salary levels;

(b) the second type consists of other employment 
related schemes. Such schemes derive from an 
employer-employee relationship in the provi-
sion of pension, and possibly other, entitlements 

that are part of the conditions of employment 
and where responsibility for the provision of 
benefits does not devolve to general govern-
ment under social security provisions.

17.03 The scope of social insurance schemes varies from 
country to country, and from scheme to scheme 
within the same country. Examples of such schemes 
are the following:

(a) general government obliges all employees to 
participate in a social security scheme;

(b) employers make it a condition of employment 
that employees participate in an insurance 
scheme specified by the employer;

(c) an employer encourages employees to join a 
scheme by making contributions on behalf of 
the employee;

(d) a trade union arranges advantageous insur-
ance cover available only to the members of the 
trade union; or

(e) the schemes other than social security may 
be arranged with an insurance corporation 
as a group policy or series of policies, or they 
may be managed by an insurance corporation 
in return for a fee. Alternatively, the schemes 
may be managed by an employer directly on his 
own behalf or by employers on behalf of their 
employees and their dependants or by others 
on behalf of a specified group.
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Table 17.1 — Social insurance schemes

Type of insurance Characteristics Form of organisation Sector/subsector

Social security
The participants are obliged by 
general government to insure 
against certain social risks

Organised by general 
government via social security 
funds

Social security funds (S.1314)

Employment-related social 
insurance schemes other than 
social security

Employers can make it a 
condition of employment 
that employees insure against 
certain social risks

Organised by employers on 
behalf of their employees and 
their dependents or by others 
on behalf of a specified group

Sector or subsector of 
employer, insurance 
corporations and pension 
funds or non-profit institutions 
serving households

Social insurance schemes, social assistance 
and individual insurance policies

17.04 Social assistance is not part of social insur-
ance. Social assistance benefits are payable inde-
pendently of participation in a social insurance 
scheme, i.e. without qualifying contributions hav-
ing been made to a social insurance scheme.

17.05 Social assistance is distinguished from social secu-
rity, by the eligibility to receive social assistance 
benefits from general government, and is not 
dependent on having elected to participate as dem-
onstrated by the payment of contributions. Usually 
all members of resident households are entitled to 
apply for social assistance but the conditions under 
which it is granted are often restrictive. Frequently 
there is an assessment of available income includ-
ing social insurance benefits, in relation to the per-
ceived needs of a household. Only those house-
holds falling below a given threshold may be enti-
tled to this type of social assistance.

17.06 Individual insurance policies qualify as social 
insurance schemes if they cover social risks and 
needs such as sickness and old age. In order for an 
individual policy to be treated as part of a social 
insurance scheme, the eventualities or circum-
stances against which the participants are insured 
shall correspond to the risks or needs listed in par-
agraph 4.84; in addition, one or more of the follow-
ing conditions shall be satisfied:

(a) participation in the scheme is obligatory either 
by law or under the terms and conditions 
of employment of an employee, or group of 
employees;

(b) the scheme is collective and is operated for 
the benefit of a designated group of workers, 

whether employees, self-employed or non-
employed, participation being restricted to 
members of that group;

(c) an employer makes a contribution (actual 
or imputed) to the scheme on behalf of an 
employee, whether or not the employee also 
makes a contribution.

17.07 Insurance claims on policies taken out with the 
sole purpose of obtaining a discount, even if those 
policies follow from a collective agreement, are 
excluded from social insurance. Such individual 
insurance policies are recorded as life and non-
life insurance. Insurance claims based on pol-
icies taken out solely on the own initiative of the 
insured, independently of his employer or govern-
ment, are also excluded from social insurance.

Social benefits

17.08 Social benefits become payable when certain 
events occur, or certain conditions exist that may 
adversely affect the welfare of the households con-
cerned either by imposing additional demands on 
their resources or reducing their incomes. Social 
benefits are provided in cash or in kind. There are 
a number of circumstances in which social benefits 
are payable:

(a) the beneficiaries, or their dependants, require 
medical, dental or other treatment, or hospi-
tal, convalescent or long-term care, as a result 
of sickness, injuries, maternity, chronic inva-
lidity, old age, etc. The social benefits may be 
provided in kind in the form of treatments or 
care provided free or at prices that are not eco-
nomically significant, or by reimbursing expen-
ditures made by households. Social benefits in 
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cash may also be payable to beneficiaries need-
ing health care;

(b) the beneficiaries have to support dependants of 
various kinds: spouses, children, elderly rela-
tives, invalids, etc. The social benefits are usu-
ally paid in cash in the form of regular depend-
ants’ or family allowances;

(c) the beneficiaries suffer a reduction in income 
as a result of not being able to work full-time or 
work at all. The social benefits are usually paid 
regularly, in cash, and for the duration of the 
condition. In some instances a lump sum may 
be provided additionally or instead of the reg-
ular payment. Examples of why people may be 
prevented from working are as follows:

(1) voluntary or compulsory retirement;

(2) involuntary unemployment, including temporary 
lay-offs and short-time working;

(3) sickness, accidental injury, the birth of a child, etc., 
that prevents a person from working, or working 
full time;

(d) the beneficiaries receive payments to compen-
sate for suffering a reduction in income because 
of the death of the main income earner;

(e) the beneficiaries are provided with housing 
either for free or at prices that are not econom-
ically significant or by reimbursing expenditure 
made by households. Such items are social ben-
efits in kind;

(f) the beneficiaries are provided with allowances 
to cover education expenses incurred on behalf 
of themselves or their dependants. Education 
services may be provided as social benefits in 
kind.

Social benefits provided by general government

17.09 General government provides social benefits as 
payments under social security, social assistance or 
social transfers in kind.

17.10 Social security refers to social insurance schemes 
operated by general government.

17.11 The definition of social benefits includes the pro-
vision of health and education services. Typically 
general government makes such services avail-
able to all members of the community without 

requiring participation in a scheme or qualifying 
requirements. The services are treated as social 
transfers in kind and not as part of social security 
or social assistance. In addition to health and edu-
cation services provided by general government, 
such services may also be provided to individu-
als by non-profit institutions serving households. 
Such services are also treated as social transfers in 
kind and not as part of social insurance schemes.

Social benefits provided by other institutional units

17.12 Social benefits can be provided by employers to 
their employees and their dependents or provided 
by other units such as trade unions. All social ben-
efits provided by units other than general govern-
ment are made under a social insurance scheme.

Pensions and other forms of benefit

17.13 Social insurance benefits and the corresponding 
contributions are divided between those relating 
to pensions and those relating to all other forms 
of benefit. The most important pension bene-
fit covered by social insurance schemes is income 
in retirement, but there are other examples. For 
instance, pensions may be payable to widows and 
widowers or to people who suffer an industrial 
injury and are no longer able to work. The main 
income earner is no longer able, through death or 
incapacity, to provide an income, and so payments 
are made and recorded as pensions.

17.14 All other benefits are grouped together as non-
pension benefits. The distinction between pension 
and non-pension benefits is important because lia-
bilities are recorded for pensions whether there are 
actually assets set aside to meet the entitlements 
or not, but reserves are recorded for non-pension 
benefits only when the reserves actually exist.

Social insurance benefits other than 
pensions

17.15 Definition: other social insurance benefits, or non-
pension benefits, are benefits which beneficiaries 
receive, directly or indirectly, depending on spe-
cific events and usually under predetermined legal 
or contractual terms.
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Excluding income in retirement, a number of other 
contingencies may be covered such as health insur-
ance, unemployment insurance and long-term 
care insurance benefits.

17.16 Other social insurance benefits are provided to ben-
eficiaries under social security and under employ-
ment-related schemes other than social security.

Social security schemes other than pension 
schemes

17.17 Definition: social security schemes other than pen-
sion schemes are contractual insurance schemes 
where the beneficiaries as participants of a social 
insurance scheme are obliged by general govern-
ment to insure against risks other than old age 
and other age-related risks. Social security benefits 
other than pension benefits, known as non-pen-
sion benefits, are provided to beneficiaries by gen-
eral government.

17.18 Beneficiaries usually make compulsory contribu-
tions towards a social security scheme other than a 
social security pension scheme which is frequently 
financed on a pay-as-you-go basis. Pay-as-you-go 
contributions in a period are used to finance the 
benefits in the same period. There is no saving ele-
ment involved, either for general government or 
the employer operating the scheme or for the ben-
eficiaries participating in it. So there is generally 
no question of a surplus arising and, if there is a 
shortfall in resources, government may have pow-
ers to change the commitments not just relating 
to future employment but also for past employ-
ment. However, in some countries social security 
schemes other than pension schemes may accumu-
late reserves, known as buffer funds.

17.19 Social security entitlements other than pension 
entitlements, as outstanding amounts for a social 
security scheme, are not recognised in the core 
national accounts of the ESA. Estimates of the out-
standing amounts of entitlements under social 
security schemes other than pensions, as well as 
of any other employment-related non-pension 
schemes provided by general government, are not 
included in the core accounts and not recorded in 
Table 17.5.

Other employment-related social insurance 
schemes

17.20 Definition: other employment-related social insur-
ance schemes are contractual insurance schemes, 
either compulsory by law or encouraged by a third 
party. In other employment-related social insur-
ance schemes employers can make it a condition 
of employment that employees, the beneficiar-
ies, participate in a social insurance scheme spec-
ified by the employer to insure against risk other 
than old age and age-related. Such employment-
related schemes are provided to beneficiaries either 
by the employer or by other units on behalf of the 
employer.

17.21 Other employment-related social insurance 
schemes are seen, like related pension schemes, as 
part of the compensation package, and negotia-
tions between employees and employers may focus 
on current conditions of service and pay scales. 
Often social insurance benefits other than pensions 
are provided by private employers from schemes 
that the employers control or contract to a third 
party such as an insurance corporation providing 
social benefits like private medical coverage.

Recording of stocks and flows by type of 
non-pension social insurance scheme

Social security schemes

17.22 In recognition of the fact that social security is nor-
mally financed on a pay-as-you-go basis, entitle-
ments accruing under social security such as social 
benefits including pensions are not shown in the 
core national accounts.

17.23 Pension entitlements arising from social security 
schemes are included in the supplementary table 
for accrued-to-date pension entitlements in social 
insurance, but this is not the case for entitlements 
arising from social security schemes, other than 
pension schemes.

17.24 The recording of the flows for social security 
schemes other than pensions refers to contribu-
tions made by the employer and by the employees 
and to social security benefits.
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17.25 Any contribution made by the employer is 

treated as part of compensation of employees. It 
is recorded as a distributive transaction payable 
by the employer and receivable by the employee. 
The employee then pays an amount equal to what 
he receives from the employer together with any 
contribution of his own to the social security fund. 
This amount is recorded as a use for households 
and a resource for government.

17.26 Any contributions made by self-employed or non-
employed persons are also included with the con-
tributions by households to government.

17.27 Social security benefits are recorded as distrib-
utive transactions, from general government to 
households.

17.28 Table 17.2 shows the transactions related to a social 
security pension scheme. They are identical to the 
transactions related to social security schemes 
excluding pensions.

Other employment-related non-pension social 
insurance schemes

17.29 For other employment-related non-pension social 
insurance schemes, entitlements of the participants 
are usually recorded as they build up. Investment 
income earned on existing entitlements is recorded 
as being distributed to the beneficiaries and rein-
vested by them in the scheme.

17.30 The social contribution made by an employer to 
an insurance scheme on behalf of an employee is 
treated as part of the compensation of employees.

17.31 The investment income on accumulated entitle-
ments is recorded as being distributed to house-
holds by the scheme. The investment income 
includes interest and dividends plus, if the insti-
tutional unit holds shares in them, the distributed 
income of collective investment schemes. It is pos-
sible that the scheme may own property and so gen-
erate a net operating surplus, and this is included 
with the investment income distributed to the ben-
eficiaries. In that case, the term investment income 
is to be interpreted as including that source of 
income. Holding gains and losses generated by the 
investment of the cumulated entitlements are not 

included in investment income but are recorded as 
other changes due to revaluations.

17.32 Part of the income distributed to households is 
used to meet the costs of operating the scheme. This 
cost is shown as output of the scheme and house-
hold final consumption expenditure. The remain-
ing part of the distributed income is treated as con-
tribution supplements paid back by households to 
the scheme.

17.33 Social contributions are shown as paid by house-
holds to the scheme. The total amount of the social 
contributions is made up of the actual contribu-
tions from the employers as part of compensa-
tion of employees, actual contributions by employ-
ees and by individuals formerly participating in a 
scheme, self-employed and non-employed persons 
as well as retirees, and the contribution supple-
ments specified in paragraph 17.32.

17.34 Those who contribute to a social insurance scheme, 
who are not employees, may be self-employed or 
non-employed persons, who participate by virtue 
of their profession or former employment status.

17.35 The social benefits paid to households by the 
scheme administrator are shown as distributive 
transactions under other social insurance benefits.

17.36 The payment of the service provided by the scheme 
administrator, equal to the value of the scheme’s 
output, is recorded as final consumption expendi-
ture of households.

17.37 An increase in entitlements caused by an excess of 
contributions over benefits is shown as paid by the 
social insurance scheme to households. The ration-
ale for this is that, since this increase in entitle-
ments directly affects the net worth of households, 
it should be included in the saving of the house-
holds sector.

17.38 The adjustment for the change in the entitlements 
paid by the scheme to households is recorded as a 
claim from households to the scheme.

17.39 Table 17.3 shows the transactions for an employ-
ment-related pension scheme. They are identi-
cal to the transactions related to social insurance 
schemes other than pension schemes.
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Pensions

17.40 Definition: social insurance pensions are bene-
fits which beneficiaries receive upon retirement, 
usually under predetermined legal or contractual 
terms and typically in the form of a guaranteed 
annuity.

The most important pension benefit of social 
insurance schemes is income in retirement, but a 
number of other cases may also occur. For exam-
ple, pensions may be payable to widows and wid-
owers or to people who suffer an industrial injury 
and are no longer able to work. All events that give 
rise to payments because the income earner is no 
longer able, through death or incapacity, to pro-
vide an income for himself or herself and depend-
ants are treated as pensions.

Types of pension schemes

17.41 Pensions provided to beneficiaries can take the fol-
lowing forms:

(a) social insurance pension schemes;

(b) social assistance; and

(c) individual insurance policies related to 
pensions.

They are usually provided by social security funds, 
other government entities, insurance corpora-
tions and pension funds, or institutional units as 
employers. However, other institutions could be 
involved, depending on national circumstances. 
The use of the term social security funds does not 
mean that there is always an actual fund of assets 
created within the scheme. Social security funds 
and social security schemes are synonymous terms.

17.42 Social insurance pensions are provided to benefi-
ciaries as participants in social insurance schemes. 
The part provided by general government is called 
social security pensions, including social secu-
rity funds, and the part provided by other units 
is called other employment-related pensions. The 
division between which pensions are provided by 
social security and which by other employment-
related schemes varies considerably from country 
to country with the consequence that the coverage, 

and therefore national perceptions, of the term 
‘social security’ vary considerably.

Social security pension schemes

17.43 Definition: social security pension schemes are con-
tractual insurance schemes where the beneficiar-
ies as participants of a social insurance scheme are 
obliged by general government to insure against 
old age and other age-related risks such as disa-
bility, health etc. Social security pensions are pro-
vided to beneficiaries by general government.

17.44 When general government takes over the responsi-
bility for providing pensions to large sections of the 
community, the social security function is in effect 
filling the role of a multi-employer scheme.

17.45 Beneficiaries usually make compulsory contri-
butions towards a social security pension scheme 
which is frequently financed on a pay-as-you-go 
basis. The contributions in a period are used to 
finance the benefits in the same period. There is no 
saving element involved, either for general govern-
ment or the employer operating the scheme or for 
the beneficiaries participating in it. So a surplus on 
the scheme will not exist, and, if there is a short-
fall in resources, government may have powers to 
change the commitments not just relating to future 
employment but also for the past. In some coun-
tries however social security pension schemes may 
accumulate reserves, known as buffer funds.

17.46 The narrowest form of social security pension is 
very basic. The level may be fixed independently of 
the size of contributions, though not of the fact that 
contributions have been made for a given period 
of time or under other specific conditions. An 
employee’s right to a pension under social security 
is often transferable from one employer to another.

17.47 By contrast, in some countries most or all pen-
sion provision may be made via social security. 
In this case, government acts as an intermediary 
for employers so that once the government has 
received the contributions to the scheme paid by 
the employer and the households; the government 
then takes on the risk of making the eventual pay-
ment. Government relieves the employer of the 
risk that the cost of pensions may be too great for 
his enterprise to meet and assures the population 
that pensions will be paid, though it may do so 
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with the qualification that it may alter the amount 
of pensions due, even retrospectively.

17.48 Pension entitlements as outstanding amounts for a 
social security pension scheme are not recognised 
in the core national accounts of the ESA. Estimates 
of the outstanding amounts of entitlements under 
social security pension schemes as well as of any 
other employment-related defined benefit pen-
sion scheme provided by general government are 
not included in the core national accounts but are 
recorded in the supplementary table for accrued-
to-date pension entitlements shown in Table 17.5.

Other employment-related pension schemes

17.49 Definition: other employment-related pension 
schemes are contractual insurance schemes, either 
compulsory by law or encouraged by government, 
or where employers make it a condition of employ-
ment that employees (the beneficiaries) partici-
pate in a social insurance scheme specified by the 
employer to insure against old age and other age-
related risks. These employment-related pensions 
are provided to beneficiaries either by the employer 
or by other units on behalf of the employer.

17.50 Unless employers and beneficiaries agree to change 
the amounts payable, pension schemes run by pri-
vate employers are usually not subject to retro-
spective adjustments. However there is a risk that 
the employer may be unable to pay because he has 
gone out of business. Protection for the pension 
entitlements of individuals is becoming more com-
mon. The pension built up with one employer may 
not be transferable to a new employer. Employer 
schemes are increasingly likely to have reserves 
set aside. Even if there are no reserves, accounting 
conventions may require them to recognise pen-
sion entitlements of present and past employees in 
their accounts.

17.51 Other employment-related pensions are seen as 
part of the compensation package, and negotia-
tions between employees and employers may focus 
on current conditions of service and pay scales 
and pension entitlements. Often pensions are pro-
vided by private employers from schemes that 
the employers control or contract to a third party 
such as an insurance corporation. It is sometimes 
possible for a specialised unit to agree to assume 

responsibility for providing pensions for a num-
ber of employers in return for assuming the risk of 
ensuring adequate funding is available to make the 
promised pensions. Such an arrangement is called 
a multi-employer pension scheme.

17.52 Both current employees and former employees, 
who are the beneficiaries, may make contributions 
to the scheme and are assumed to receive prop-
erty income from it. This property income is then 
treated as contribution supplements payable by 
them.

17.53 Pension schemes are categorised according to their 
nature into defined contribution schemes and 
defined benefit schemes.

Defined contribution schemes

17.54 Definition: a defined contribution scheme is a pen-
sion scheme where the benefits are defined exclu-
sively in terms of the level of the fund built up from 
the contributions made over the employee’s work-
ing life and the increases in value that result from 
the investment of such funds by the manager of the 
pension scheme.

17.55 The entire risk of a defined contribution scheme to 
provide an adequate income in retirement is borne 
by the employee.

17.56 Providing detail on defined contribution schemes 
is relatively straightforward since full accounts 
must be available and no actuarial estimation is 
involved. Most of those schemes are in the corpo-
rations sectors (column A of Table 17.5) but it is 
possible that in some cases government acts as a 
scheme manager. The pension entitlements of all 
defined contribution pension schemes are included 
in the core national accounts.

Defined benefit schemes

17.57 Definition: a defined benefit scheme is a pension 
scheme where the benefits payable to the employee 
on retirement are determined by the use of a for-
mula, either alone or in combination with a guar-
anteed minimum amount payable.

17.58 The risk of a defined benefit scheme to provide 
an adequate income in retirement is borne by the 
employer or a unit acting on his behalf.
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Notional defined contribution schemes and hybrid 
schemes

17.59 Notional defined contribution schemes and hybrid 
schemes are grouped as defined benefit schemes.

17.60 Definition: a notional defined contribution scheme 
is similar to a defined contribution scheme but 
with a guaranteed minimum amount payable.

17.61 In a notional defined contribution scheme, con-
tributions (both from employee and employer) 
are credited to, and accumulated on, individual 
accounts. Those individual accounts are notional, 
in the sense that the contributions to the schemes 
are used to pay pension benefits to current pension-
ers. At retirement, the accumulated balance is con-
verted into an annuity through a formula, based, 
among other factors, on a measure of life expec-
tancy, and is revised annually to catch up with a 
measure of the standard of living.

17.62 Hybrid schemes are those schemes which have 
both a defined benefit and a defined contribution 
element. A scheme is classified as ‘hybrid’ either 
because both defined benefit and defined contribu-
tion provisions are present or because it embodies 
a notional defined contribution scheme and, at the 
same time, a defined benefit or defined contribu-
tion provision. The provision might be combined 
for a single beneficiary, or differentiated according 
to groups of beneficiaries by type of contract, pen-
sion provided, etc.

17.63 The risk to provide an adequate income in retire-
ment is shared between the employer and the 
employee under a notional contribution scheme 
and under a hybrid scheme.

17.64 In certain cases, the employer’s risk may be borne 
by the multi-employer scheme that operates the 
defined benefit pension scheme on behalf of the 
employer.

Defined benefit schemes as compared to defined 
contribution schemes

17.65 The fundamental difference in accounting for a 
defined benefit pension scheme as compared to a 
defined contribution pension scheme is that, for 
the defined benefit pension scheme, the benefit to 
the employee in the current period is determined 

in terms of the undertakings made by the employer 
about the level of pension, whereas for the defined 
contribution pension scheme the benefit to the 
employee in the current period is determined by 
the contributions made to the scheme, and the 
investment income and holding gains and losses 
earned on those and previous contributions. Thus 
while there is in principle complete information 
available on the benefits for the participant in the 
defined contribution pension scheme, the bene-
fits for the participants in a defined benefit pension 
scheme are estimated actuarially.

17.66 There are four sources of change in pension enti-
tlements in a defined benefit pension scheme. The 
first of these, the current service increase, is the 
increase in entitlement associated with the wages 
and salaries earned in the current period. The sec-
ond source, the past service increase, is the increase 
in the value of the entitlement due to the fact that 
for all participants in the scheme, retirement (and 
death) are one year nearer. The third change in the 
level of entitlement is a decrease due to the pay-
ment of benefits to retirees of the scheme. The 
fourth source of change comes from other factors, 
factors that are reflected in the other changes in 
assets account.

17.67 As with a defined contribution pension scheme, 
the employer and/or employee may make actual 
contributions to the scheme in the current period. 
However, such payments may not be sufficient to 
meet the increase in the benefits accruing from the 
current year’s employment. An additional contri-
bution from the employer is, therefore, imputed to 
bring equality between contributions (actual and 
imputed) and the increase in current service enti-
tlements. Such imputed contributions are usually 
positive but it is possible for them to be negative if 
the sum of the contributions received exceeds the 
increase in current service entitlements.

17.68 At the end of an accounting period, the level of 
the pension entitlements due to past and present 
employees can be calculated by estimating the pre-
sent value of the amounts due to be paid in retire-
ment using actuarial calculations. One element in 
the increase of this amount year by year is the fact 
that the present value of the entitlements existing 
at the beginning of the year, and still due at the 
end of the year, has increased because the future is 
one year nearer and so a discount factor less must 
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be used to calculate the present value. It is this 
unwinding of the discount that accounts for the 
past service increase in entitlements.

17.69 A further basic difference between a defined bene-
fit pension scheme and a defined contribution pen-
sion scheme concerns the payment for the cost of 
operating the pension scheme. Under a defined con-
tribution pension scheme all of the risk is borne by 
the beneficiaries. The pension scheme is operated on 
their behalf and they pay for the cost of it. Since a unit 
other than the employer may operate the scheme, it is 
appropriate to treat the operating cost as part of the 
investment income that is retained by the scheme to 
meet its costs and generate a profit. In keeping with 
accounting for insurance, the investment income is 
treated as being attributed in full to the beneficiaries, 
part being used to meet the cost and the remainder 
being reinvested with the scheme.

17.70 For a defined benefit pension scheme, the situation 
is different. The risk that the fund may be insuffi-
cient to meet pension entitlements is borne in part 
or in whole by the employer, or a unit acting on 
his behalf, and not by the beneficiaries alone. The 
scheme may be directly controlled by the employer 
and be part of the same institutional unit or may be 
purely notional. Even in this case, there are costs 
associated with operating the scheme. Although 
such costs are initially borne by the employer, it is 
appropriate to regard this as a form of income in 
kind provided to the employees and for conveni-
ence it may be included with the employers’ con-
tributions. This assumes all the costs are borne by 
current employees and none by retirees. It also 
assumes that the attribution that must be made 
in the case of notional schemes can be applied in 
other circumstances.

17.71 For a defined benefit scheme, it is unlikely that self-
employed and non-employed persons currently con-
tribute, though it is possible if they were previously in 
employment giving rise to a defined benefit pension 
and have the right to continue to participate. Those 
persons previously in employment, whether cur-
rently in receipt of a pension or not, receive property 
income and pay contribution supplements.

Pension administrator, pension manager, 
pension fund and multi-employer pension 
scheme

17.72 Social insurance schemes may be organised by 
employers or by government, they may be organ-
ised by insurance corporations on behalf of employ-
ees or separate institutional units may be estab-
lished to hold and manage the assets to be used to 
meet pensions and to distribute pensions. The pen-
sion fund subsector consists of only those social 
insurance pension funds that are institutional units 
separate from the units that create them.

17.73 An employer may contract with another unit to 
manage the pension scheme and arrange disburse-
ments to the beneficiaries. There are different ways 
in which this may happen.

17.74 First, the operator of the pension scheme, the pen-
sion administrator, simply acts as the employer’s 
agent, undertaking the day-to-day administration 
of the pension scheme, and the responsibility for 
any shortfall in the scheme, or the benefit of any 
excess, remains with the employer.

17.75 Second, the pension manager is responsible also 
for determining the terms of another employment-
related pension scheme and bears the ultimate 
responsibility for pension entitlements. The pen-
sion manager also retains a significant degree of 
responsibility over the long-term policy of invest-
ment in assets, including the  selection of invest-
ment options and the structure of administrative 
providers. Although the same unit may frequently 
carry out both the functions of a pension manager 
and of a pension administrator, in some cases they 
are the responsibilities of different units.

17.76 Third, it is not uncommon for a single unit to con-
tract with several employers to manage their pen-
sion schemes as a multi-employer pension scheme. 
The arrangements are such that the multi-employer 
pension scheme accepts the responsibility for any 
shortfall in the funds to meet the entitlements in 
return for the right to keep any excess funds. By 
pooling the risks over a number of employers the 
multi-employer scheme expects to balance under- 
and over-funding so as to emerge with an excess 
over all the schemes taken as whole in a similar way 
that an insurance corporation pools risk for many 
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clients. In this case, the multi-employer pension 
scheme is the pension manager.

17.77 When government takes responsibility for provid-
ing benefits to large sections of the community, 
the social security function fills the role of a multi-
employer scheme. Like the insurance corporation, 
the government then takes on the responsibility for 
any shortfall in funds to meet the pension liabili-
ties or may be entitled to retain any surplus gener-
ated. It is often the case, though, that social security 
is funded on a pay-as-you-go basis so there is no 
question of a surplus arising and, if there is a short-
fall in resources, government may have powers to 
change the entitlements not just relating to future 
employment but also for the past.

17.78 The pension manager’s responsibility for any 
underfunding, or the benefit of any over-fund-
ing, of a pension scheme is recorded as a liabil-
ity/asset relationship with the pension adminis-
trator. The change in the liability between the pen-
sion manager and the pension administrator is 
recorded period by period. It is not the pension 
entitlements of the scheme that are recorded as lia-
bilities of the pension manager, but rather the dif-
ference between the pension entitlements and the 
assets held by the scheme. Where assets held by the 
scheme are greater than the pension entitlements, 
a situation described as over-funding, a liability/
asset relationship with the pension manager will be 
recorded where it is certain that any over-funding 
would become the property of the pension man-
ager in case of liquidation of the scheme.

17.79 Any holding gains and losses on the assets man-
aged by the pension administrator are attributed to 
the pension manager so that the net worth of the 
pension fund remains exactly zero at all times.

Recording of stocks and flows by type 
of pension scheme in social insurance

Transactions for social security pension schemes

17.80 In recognition of the fact that social security is nor-
mally financed on a pay-as-you-go basis, pension 

entitlements accruing under social security are not 
shown in the core national accounts. If all coun-
tries had similar benefits provided under social 
security and under social insurance schemes, inter-
national comparisons would be straightforward. 
However, this is not the case and national per-
ceptions of what is covered by social security vary 
considerably.

17.81 Pension entitlements arising from social secu-
rity schemes are not included in the core national 
accounts. The diversity of such schemes and 
employer schemes varies across Member States. 
Pension entitlements arising from social security 
schemes are included in the supplementary table 
for accrued-to-date pension entitlements in social 
insurance (Table 17.5) to allow comparison of 
country data.

17.82 The recording of the flows for social security pen-
sion schemes refers to contributions made by the 
employer and by the employees and to social secu-
rity benefits.

17.83 Any contribution made by the employer is treated 
as part of compensation of employees. It is recorded 
as a distributive transaction from the employer to 
the employee. The employee then pays what he 
receives from the employer together with any con-
tribution he makes on his own behalf to the social 
security fund. This amount is recorded as paid by 
households to government.

17.84 Any contributions made by self-employed or non-
employed persons are also included with the con-
tributions made by households to government.

17.85 Social security benefits are recorded as distrib-
utive transactions from general government to 
households.

17.86 Table 17.2 shows the transactions of a social secu-
rity pension scheme. 
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Table 17.2 — Accounts for social contributions and pension benefits paid through social security

Uses Type of account 
and transaction

Resources

Employer Social 
security 

fund

House-
holds

Other 
sectors

Total 
economy

Employer Social 
security 

fund

House-
holds

Other 
sectors

Total 
economy

Generation of income account

139,0 139,0
Employers’ 

actual pension 
contributions (D.1211)

Allocation of primary income account

Employers’ 
actual pension 

contributions (D.1211)
139,0 139,0

Secondary distribution of income account

226,0 226,0
Social security 
contributions 

(pensions)
226,0 226,0

139,0 139,0
Employers’ 

actual pension 
contributions (D.6111)

139,0 139,0

87,0 87,0

Households’ 
actual pension 
contributions 

(D.6131)

87,0 87,0

210,0 210,0
Social security 

pension benefits in 
cash (D.6211)

210,0 210,0

Transactions for other employment-related pension 
schemes

17.87 For other employment-related schemes, pen-
sion entitlements of the participants are usually 
recorded as they build up. Investment income 
earned on existing pension entitlements is recorded 
as being distributed to the beneficiaries and rein-
vested by them in the pension scheme.

17.88 The recording of transactions for a defined contri-
bution scheme is less complicated than the record-
ing of transactions for a defined benefit scheme.

17.89 For both types of schemes, a pension fund is 
assumed to exist. For a defined contribution pen-
sion scheme, a real fund must exist. For a defined 
benefit pension scheme a fund may exist in reality 
or it may be a notional fund. If it exists, it may be 
part of the same institutional unit as the employer, 
it may be a separate institutional unit with an 
autonomous pension scheme, or it may be part of 
another financial institution, either an insurance 
corporation or a multi-employer pension scheme.

Transactions for defined contribution pension 
schemes

17.90 The contribution made by an employer to a defined 
contribution pension scheme on behalf of an 
employee is treated as compensation of employees.

17.91 The investment income on accumulated pension 
entitlements is also recorded as being distributed 
to households from the pension fund. The invest-
ment income includes interest and dividends plus 
the distributed income of collective investment 
schemes if the pension fund holds shares in them. 
It is possible that the pension fund may own prop-
erty and generate net operating surplus, which is 
included with the investment income as being dis-
tributed to the pension beneficiaries. In this case, 
the term investment income includes this source of 
income, if it exists. Holding gains and losses gen-
erated by the investment of the cumulated pen-
sion entitlements are not included in investment 
income but are recorded as other changes due to 
revaluations.
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17.92 Part of the income distributed to households is 
used to meet the costs of operating the pension 
fund. This cost is recorded as output of the pension 
fund and as household final consumption expendi-
ture. The remaining part of the distributed income 
is treated as pension contribution supplements 
paid back by households to the pension fund.

17.93 Social contributions are recorded as paid by house-
holds to the pension fund. The total amount of 
social contributions is made up of the actual con-
tributions by the employers as part of compensa-
tion of employees, actual contributions by employ-
ees and possibly by other individuals, such as indi-
viduals formerly participating in a scheme, self-
employed and non-employed persons as well as 
retirees, and the contribution supplements speci-
fied in paragraph 17.92. For clarity, and to enhance 
the comparison with defined benefit schemes, the 
supplements are shown at full value. The total con-
tributions made by households to the pensions 
fund are net in the same way that insurance pre-
miums are net, that is to say they are the total of all 
contributions made, less the service charge.

17.94 Contributors other than employees who con-
tribute to a defined contribution pension scheme 
may include self-employed persons participating 
in a defined contribution pension scheme or may 
be non-employed persons who participate in a 
defined contribution pension scheme by virtue of 
their profession or former employment status.

17.95 Pension benefits to households from the pen-
sion fund are recorded as distributive transactions 

under other social insurance pension benefits 
(D.6221).

17.96 There is also a transaction for the service provided 
by the pension fund (equal to the value of the pen-
sion fund’s output), recorded as final consumption 
expenditure by households.

17.97 The increase in pension entitlements caused by an 
excess of contributions over benefits is recorded as 
paid by the pension fund to households. Similarly, a 
decrease in pension entitlements caused by a deficit 
of contributions compared to benefits is recorded 
as a payment from households to the pension fund. 
The change in pension entitlements directly affects 
the net worth of households, and so the saving 
of the households sector. Given that much of the 
increase in the pension entitlement of participants 
in a defined contribution pension scheme, and thus 
ultimately the funding for the benefits, comes from 
holding gains that are not included in the contri-
bution supplements of participants in defined con-
tribution pension schemes, the adjustment for the 
change in pension entitlements for such individu-
als will frequently be negative.

17.98 The adjustment for the change in pension entitle-
ments paid by the pension fund to households is 
recorded as a claim from households to the pen-
sion fund.

17.99 Table 17.3 illustrates the entries necessary to 
record the transactions related to a defined contri-
bution scheme. It is simpler than the correspond-
ing table for a defined benefit scheme, because of 
the absence of any imputed transactions.

Table 17.3 — Accounts for pension benefits payable under a defined contribution scheme

Uses Type of account 
and transactions

Resources

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Production account

Output (P.1) 1,4 1,4

Generation of income account

11,0 11,0
Employers’ 

actual pension 
contributions (D.1211)

Distribution of primary income

Employers’ 
actual pension 

contributions (D.1211)
11,0 11,0
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Uses Type of account 
and transactions

Resources

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

3,0 3,0 Property income 
(D.4) 3,0 3,0

16,2 16,2
Investment income 
payable on pension 
entitlements (D.442)

16,2 16,2

Secondary distribution of income account

37,3 37,3
Household 

total pension 
contributions

37,3 37,3

11,0 11,0
Employers’ 

actual pension 
contributions (D.6111)

11,0 11,0

11,5 11,5

Households’ 
actual pension 
contributions 

(D.6131)

11,5 11,5

16,2 16,2
Households’ pension 

contribution 
supplements (D.6141)

16,2 16,2

–1,4 –1,4
Social insurance 
scheme service 
charges (D.61SC)

–1,4 –1,4

26,0 26,0
Other social 

insurance pension 
benefits (D.6221)

26,0 26,0

Use of income account

1,4 1,4 Final consumption 
expenditure (P.3)

11,3 11,3
Adjustment for the 
change in pension 
entitlements (D.8)

11,3 11,3

–11,0 –11,8 25,8 –3,0 0 Saving

Changes in assets Financial account Changes in liabilities

Net borrowing/
lending (B.9) –11,0 –11,8 25,8 –3,0 0,0

11,3 11,3 Pension entitlements 
(F.63) 11,3 11,3

–11,0 –0,5 14,5 –3,0 0,0 Other financial assets

Other flows related to defined contribution pension 
schemes

17.100 The other factors affecting the change in the bal-
ance sheet entry for the change in pension enti-
tlements are shown in the other changes in assets 
accounts. In particular, the entitlements of the 
scheme’s beneficiaries show holding gains or losses 
in the revaluation account corresponding exactly 

to those on the assets held by the pension fund to 
meet such obligations.

17.101 The investment of the entitlements of defined con-
tribution pension schemes leads to holding gains 
or losses. Such gains or losses come about through 
value changes of the assets held by the pension 
fund, and an amount exactly equal to the holding 
gains and losses is attributed as an increase in the 
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pension entitlements of the beneficiaries. This is 
recorded in the revaluation account.

Transactions for defined benefit pension schemes

17.102 For defined benefit pension schemes, the employer 
retains responsibility for meeting the pension pay-
ments. Alternatives involving the use of a multi-
employer scheme or where government assumes 
responsibility on behalf of the employer follow the 
definitions given in paragraphs 17.76 and 17.77.

17.103 The total contribution made by an employer to 
a defined benefit pension scheme on behalf of 
his employee must be sufficient, so that, together 
with any actual contribution by the employee 
and excluding the cost of operating the scheme, it 
matches the current service increase in the employ-
ee’s pension entitlements. The contribution by the 
employer is divided into an actual and an imputed 
part, the latter being calculated so as to be an exact 
match between all contributions to the fund add-
ing to the entitlements of the employee and the 
current service cost of these entitlements.

17.104 The contribution by the employer is calculated in 
relation to the pension entitlement earned in the 
period regardless of any investment income earned 
by the scheme in the same period or any over-
funding of the scheme. The current period entitle-
ment is part of compensation of employees, and 
not including the full value of the employer’s con-
tribution will result in an understatement of com-
pensation of employees, and an overstatement of 
the employer’s operating surplus. It is important 
that contributions continue to be recorded even 
in the event of a contributions holiday, when the 
employer does not make an actual contribution, 
the benefit to the employer being regarded as a 
change in liabilities between the pension fund and 
the employer. This leaves the net worth of both 
the same as when contributions are not recorded 
under a contributions holiday, without reducing 
compensation of employees artificially.

17.105 In defined benefit schemes, a qualifying period 
before an employee becomes eligible to receive 
a pension in retirement is possible. Despite this 
qualifying period, both contributions and entitle-
ments are to be recorded from the start of employ-
ment, adjusted by a factor reflecting the probability 

that the employee will in fact satisfy the qualifying 
period.

17.106 The sum of employers’ actual and imputed pen-
sion contributions is treated as compensation of 
employees. It is recorded as a use of the employer 
in the generation of income account, and a 
resource of the employee in the allocation of pri-
mary income account.

17.107 The increase in the present value of the entitle-
ments of continuing employees and those who no 
longer contribute but remain eligible for pensions 
in future represents the investment income distrib-
uted to the employees. No deduction is made for 
any amount that may be funded from holding gains 
or that is not actually matched by existing funds. 
The investment income distributed to employ-
ees matches the amount that is unequivocally due 
to the employee under the prevailing agreements; 
the means by which the employer may ultimately 
match this obligation is not relevant for the record-
ing of this as investment income any more than 
the means by which interest or dividends are actu-
ally financed affect their recording as investment 
income. The investment income is recorded as a 
use for the pension fund and a resource for house-
holds. It is immediately reinvested by the house-
holds in the fund and included in pension contri-
bution supplements.

17.108 In the secondary distribution of income account, 
social contributions are shown as a use of house-
holds and a resource for the pension fund. The 
total amount of the social contributions paya-
ble is made up of the actual and imputed contri-
butions of the employers as part of compensation 
of employees, excluding the amount of the costs of 
running the pension scheme, plus actual contribu-
tions by employees plus the contribution supple-
ments specified in paragraph 17.107. As explained 
in paragraphs 17.54 to 17.56 with regard to defined 
contribution schemes, the accounts show the full 
value of the contributions and contribution sup-
plements with an offsetting item representing the 
service charge payable. The amount actually paid is 
a net contributions figure.

17.109 The pension benefits to households from the pen-
sion scheme are recorded in the secondary distri-
bution of income account. When the benefits are 
taken in terms of an annuity, the annuity payments 
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are shown here, not the lump sums payable at the 
time of retirement.

17.110 In the use of income account, there is an entry for 
the payment of the service provided by the pen-
sion fund, equal to the value of the pension fund’s 
output plus the output of the enterprises operat-
ing annuities bought with pension entitlements. It 
is shown as a use for households and a resource for 
the pension fund.

17.111 Also in the use of income account, there is an 
entry showing the increase in pension entitlements 
caused by the granting of further pension entitle-
ments by the employer, on the one hand, less the 
decrease from the benefits receivable, on the other. 
This amount is shown as a resource for households 
and a use for the pension fund. The rationale for 
this is that since this change in pension entitle-
ments directly affects the net worth of households, 
it should be included in the saving of the house-
holds sector.

17.112 The amount in the use of income account as paid 
by the pension fund to households is shown in the 
financial account as a change in assets of house-
holds vis-à-vis the pension fund.

17.113 Other organisations, such as a trade union, may 
operate a defined benefit pension scheme, for 
their members, that is in all respects parallel to 
an employer’s defined benefit pension scheme. 
Exactly the same recording is followed except that 
references to the employer should be understood 
to refer to the pension manager and references to 
the employee should be understood to refer to the 
participant in the scheme.

17.114 To illustrate the recording of transactions con-
nected with a defined benefit pension scheme, 
Table 17.4 shows a numerical example. Figures 
that are imputed are shown in bold; those that 
result from re-routing are shown in italics.

Table 17.4 — Accounts for pension benefits payable under a defined benefit scheme

Uses Type of account 
and transactions

Resources

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Production account

Output (P.1) 0,6 0,6

Generation of income account

10,0 10,0
Employers’ 

actual pension 
contributions (D.1211)

4,1 4,1

Employers’ 
imputed pension 

contributions 
(D.1221)

Allocation of primary income account

Employers’ 
actual pension 

contributions (D.1211)
10,0 10,0

Employers’ 
imputed pension 

contributions 
(D.1221)

4,1 4,1

2,2 2,2 Property income 
(D.4) 2,2 2,2

4,0 4,0
Investment income 
payable on pension 
entitlements (D.442)

4,0 4,0
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Uses Type of account 
and transactions

Resources

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Employer Pension 
fund

House-
holds

Other 
sectors

Total 
economy

Secondary distribution of income account

19,0 19,0
Household 

total pension 
contributions

19,0 19,0

10,0 10,0
Employers’ 

actual pension 
contributions (D.6111)

10,0 10,0

4,1 4,1

Employers’ 
imputed pension 

contributions 
(D.6121)

4,1 4,1

1,5 1,5

Households’ 
actual pension 
contributions 

(D.6131)

1,5 1,5

4,0 4,0
Households’ pension 

contribution 
supplements (D.6141)

4,0 4,0

–0,6 –0,6
Social insurance 
scheme service 
charges (D.61SC)

–0,6 –0,6

16,0 16,0
Other social 

insurance pension 
benefits (D.6221)

16,0 16,0

Use of income account

0,6 0,6 Final consumption 
expenditure (P.3)

3 3
Adjustment for the 
change in pension 
entitlements (D.8)

3 3

–14,1 –1,2 17,5 –2,2 0 Saving

Changes in assets Financial account Changes in liabilities

Net borrowing/
lending (B.9) –14,1 –1,2 17,5 –2,2 0

3 3 Pension entitlements 
(F.63) 3 3

4,1 4,1
Claims of pension 
funds on pension 
managers (F.64)

4,1 4,1

–10,0 –2,3 14,5 –2,2 0 Other financial assets

17.115 Actuarial calculations show that the increase in 
pension entitlements coming from current ser-
vice, that is the net amount of the further pension 
entitlements ‘earned’ in the year in question, is 15. 
Households (the policyholders/employees) con-
tribute 1,5. The employer, therefore, is obliged to 
provide 13,5. In addition, the cost of operating the 

scheme is estimated at 0,6. In total, therefore, the 
employer must provide 14,1. He actually contrib-
utes 10 so the remaining 4,1 is an imputed contri-
bution. The output of 0,6 is shown in the produc-
tion account; the consumption of this service is 
reported in the ‘use of income account’. The con-
tributions by the employer are shown as a use for 
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the employer in the generation of income account 
and a resource for the households in the allocation 
of primary income account.

17.116 In the allocation of primary income accounts, 
property income is shown. The increase in pension 
entitlement coming from past service, due to the 
unwinding of the discount factor because retire-
ment is one year nearer, is 4. This is shown as an 
imputed flow of property income from the pen-
sion fund to households. At the same time, the 
pension fund actually earns 2,2 from investment 
income of the funds they manage. At this point, 
therefore, there is a shortfall of 1,8 in the pension 
fund resources but it is not shown in the current 
accounts.

17.117 In the secondary distribution of income accounts, 
the payments from households to the pension fund 
are shown. This can be viewed in one of two ways. 
The sum of the contributions paid by households 
should be equal to the increase in entitlements 
coming from current service (15) plus that coming 
from income on past entitlements (4) or 19 in total. 
The amounts actually paid are 10 received as the 
employers’ actual contributions, 4,1 as the imputed 
contributions, 1,5 of the households own contribu-
tions, contribution supplements of 4 less the ser-
vice charge of 0,6; again 19 in total.

17.118 In the use of income account, as well as the pur-
chase of the service charge as part of household 
final consumption expenditure, the change in pen-
sion entitlement is shown as a use for the pension 
fund and a resource for households. In this exam-
ple, the amount of household contributions of 19 
is set against pension benefits of 16. Thus, there is 
an increase in pension entitlements of 3 owing to 
households.

17.119 Households have saving of 17,5 of which 3 is the 
increase in their pension entitlements. This means 
that they have acquired other financial assets (or 
reduced liabilities) by 14,5. This figure is the differ-
ence between the benefits received (16) and house-
holds’ actual contributions of 1,5.

17.120 In the financial account of the pension fund, the 
figure of 4,1, which was the imputed contribution, 
is shown as the claim of the pension administrator 
on the employer. There is a claim by households 
on the pension fund of the change in pension enti-
tlements of 3. In addition, the pension fund either 

runs down financial assets, or increases liabili-
ties, by 2,3, the figure corresponding to disposable 
income excluding the imputed contribution ele-
ment from the employer.

Supplementary table for accrued-to-
date pension entitlements in social 
insurance

Design of the supplementary table

17.121 The supplementary table (Table 17.5) on accrued-
to-date pension entitlements in social insurance 
provides a framework for compiling and present-
ing comparable balance sheets and transactions 
and other flow data of all types of pension enti-
tlements from a debtor’s (pension manager) and 
also from a creditor’s (household) point of view. 
The table also covers stock and flow data not fully 
recorded in the core national accounts for specific 
pension schemes such as government-unfunded 
defined benefit schemes with government as the 
pension manager, and social security pension 
schemes.

17.122 The supplementary table covers the pension part 
of social insurance regarding old age pensions 
only, including those pensions paid before normal 
retirement age. Social assistance, health and long-
term care insurance, separate sick leave and dis-
ablement insurance are not covered in this table. 
Neither are individual insurance policies included. 
However, in practice, it may not be feasible, or 
sufficiently important, to completely separate the 
non-pension social insurance elements. Elements 
of social assistance within pension schemes gener-
ally organised as social insurance may not be sepa-
rable, and so occur in the supplementary table.

17.123 Entitlements for survivors (e.g. dependent spouses, 
children, and orphans) as well as disability- and 
invalidity-type benefits are included in the supple-
mentary table when they are an integral part of the 
pension scheme.

17.124 All elements of the supplementary table are 
recorded with no deductions made for taxation, 
further social contributions or the service charge 
associated with the pension scheme.
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The columns of the table

17.125 The columns of the table refer to the three group-
ings of pension schemes, as follows:

(1) by type of recording into pension schemes com-
pletely recorded in the core national accounts 
(columns A to F) and those whose entitlements 
are only recorded in the supplementary table 
(columns G and H);

(2) by type of pension manager into non-general 
government (columns A to C) and general gov-
ernment pension schemes (columns D to H); 
pension schemes including social security clas-
sified in general government are shown in col-
umns D, F, G and H; and

(3) by type of pension scheme into defined contri-
bution schemes (columns A and D) and defined 
benefit schemes (columns B and E to G).

17.126 For the most part, the beneficiaries of pension 
schemes are resident households. In some coun-
tries, the number of non-resident households 
receiving pension benefits may be significant. In 
this case, column J is added to show the total for 
non-resident households.

17.127 The decision to record the pension entitlements of 
an unfunded employment-related defined benefit 
pension scheme where government is the pension 
manager within the standard national accounts or 
only in the supplementary table depends on the 
nature of the defined benefit scheme. The guiding 
principle for inclusion in the national accounts is 
the closeness of the scheme to the national social 
security pension scheme.

17.128 There is a wide diversity of schemes in the EU, and 
including all schemes would lead to inconsistencies 
in recording. So entitlements of unfunded employ-
ment-related defined benefit schemes where gov-
ernment is the pension manager are recorded only 
in the supplementary table. This affects the calcu-
lation method in the core national accounts of the 
imputed employer social contributions for these 
schemes.

17.129 Pension schemes are classified further according 
to the pension manager, as government and non-
government pension managers. The definition of a 
pension manager is provided in paragraph 17.75.

17.130 Some employer pension schemes have a mixed 
membership, for example including both govern-
ment employees and employees of public corpora-
tions, and many pension schemes have frozen the 
membership of participants who have moved to 
other employers. A scheme having a small propor-
tion of non-government employees does not pre-
vent the scheme being described as having a gov-
ernment pension manager.

17.131 General government-funded defined benefit 
schemes for its own employees are shown in col-
umns E and F. Column E shows schemes managed 
by a pension fund or an insurance corporation and 
column F those schemes managed by general gov-
ernment itself. Government schemes for its own 
employees where the pension entitlements do not 
appear in the core national accounts are shown in 
column G. The sum of columns E, F and G there-
fore shows the total responsibility of government 
for pension entitlements for its own employees.

17.132 Pension schemes are classified by type of scheme as 
defined contribution pension schemes (columns A 
and D) and defined benefit pension schemes (col-
umns B, E, F and G). Column H relates to social 
security pension schemes.

The rows of the table

17.133 The rows of the table relate to balance sheet posi-
tions, transactions and other flows associated with 
pension entitlements of the schemes included 
in the supplementary table and they are shown 
separately in Table 17.6. There is reconciliation 
between the opening stock of pension entitlements 
of such schemes at the beginning of a period and 
the closing stock of pension entitlements at the 
end of a period, taking account of all transactions 
and other flows during the period. For schemes 
recorded in columns G and H, the stocks of pen-
sion entitlements are not recorded in the core 
national accounts, but many of the transactions are 
recorded in the core national accounts.
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Table 17.6 — Rows of the supplementary table on accrued-to-date pension entitlements in social insurance

Row No

Opening balance sheet

1 Pension entitlements

Changes in pension entitlements due to transactions

2 Increase in pension entitlements due to social contributions

2.1 Employer actual social contributions

2.2 Employer imputed social contributions

2.3 Household actual social contributions

2.4 Household social contribution supplements1

2.5 Less: pension scheme service charges

3 Other (actuarial) increase of pension entitlements in social security pension schemes

4 Reduction in pension entitlements due to payment of pension benefits

5 Changes in pension entitlements due to social contributions and pension benefits

6 Transfers of pension entitlements between schemes

7 Change in entitlements due to negotiated changes in scheme structure

Changes in pension entitlements due to other economic flows

8 Changes in entitlements due to revaluations2

9 Changes in entitlements due to other changes in volume2

Closing balance sheet

10 Pension entitlements

Related indicators

11 Output
1 Such supplements represent the return on members’ claims on pension schemes, both through investment income on defined contribution schemes’ assets and for defined benefit 

schemes through the unwinding of the discount factor applied.

2 A more detailed split of such positions has to be provided for columns G and H based on the model calculations carried out for those schemes (see paragraphs 17.158-17.160).

Opening and closing balance sheets

17.134 Row 1 shows the opening stock of pension entitle-
ments, which is exactly equivalent to the closing 
stock of the previous accounting period. Row 10 
shows the corresponding closing stock of pension 
entitlements at the end of the accounting period.

Changes in pension entitlements due to transactions

17.135 Employer and employee actual social contribu-
tions are recorded in rows 2.1 and 2.3, as in the 
core national accounts. In the case of some pen-
sion schemes, notably social security pension 
schemes, it is necessary to distinguish actual social 
contributions relating to pensions from social con-
tributions relating to other social risks such as 
unemployment.

17.136 For defined benefit pension schemes, employer 
imputed social contributions are generally meas-
ured as the balancing item — any changes in enti-
tlements over the year not included in other rows 
of the table are captured in row 2.2. This row covers 
‘experience effects’ where the observed outcome 
of pension modelling assumptions (wage growth 
rate, inflation rate and discount rate) differs from 
the levels assumed. Zeros are shown in this row for 
defined contribution schemes.

17.137 Row 2.4 shows the property income earned or 
imputed in the schemes, which is routed via the house-
holds sector or the rest of the world sector. It should 
be noted that for all defined benefit schemes includ-
ing social security, whether funded or unfunded, this 
property income is equivalent to the unwinding of the 
discount rate. In other words, the value is equal to the 
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discount rate times the pension entitlements at the 
beginning of the accounting period.

17.138 Some of the entries in the rows of columns G and 
H, specifically the actual contributions made by 
both employers and employees, appear in the core 
national accounts, even though the entitlements 
and change in entitlements do not. Other entries in 
the columns for G and H shown only in the supple-
mentary table are shaded in the table and explained 
below.

17.139 The imputed contribution by employers for those 
government schemes for which entitlements 
appear in column G but not in the core national 
accounts requires special consideration. Within 
the core national accounts the imputed contribu-
tions are to be estimated on the basis of actuar-
ial calculations. In cases where the actuarial calcu-
lations cannot obtain a sufficient level of reliabil-
ity and in such cases only, two other approaches 
are possible to estimate government employers’ 
imputed pension contributions as follows:

(1) on the basis of a reasonable percentage of wages 
and salaries paid to current employees; or

(2) as equal to the difference between current benefits 
payable and actual contributions payable (by both 
employees and government as employer).

Items for household social contribution supple-
ments and the other changes in entitlements are 
shown on the same basis as for private schemes.

17.140 An item calculated on the same actuarial basis in 
respect of social security is shown in row 3 as ‘other 
(actuarial) accumulation of pension entitlements 
in social security funds’. It is, thus, distinguished 
from employers’ imputed social contributions.

17.141 Given that the supplementary table provides a com-
plete breakdown of the changes in pension entitle-
ments over the accounting period, it is necessary 
to introduce a specific row to deal with the case 
whereby actual social contributions to the social 
security pension scheme are not actuarially based, 
and, therefore, there is an imputed contribution, 
which is not the responsibility of any employer. 
Such imputed transactions of social security pen-
sion schemes are shown in row 3 as other actuar-
ial increase of pension entitlements in social secu-
rity pension schemes. The entries in this row can 

be positive or negative — the negative cases occur 
in a social security pension scheme where the dis-
count rate is higher than the scheme’s internal rate 
of return. The internal rate of return of a pension 
scheme is the discount rate that equalises the pre-
sent value of the actual contributions paid and the 
discounted value of pension entitlements accrued 
through those contributions. Negative entries 
occur for example when contributions have been 
raised above the actuarial required level in order to 
finance a short-run cash shortfall.

17.142 Row 3 does not represent cash transfers from tax 
revenues, and would be recorded in the standard 
accounts as current transfers between government 
units if they have no impact on pension entitle-
ments. In some Member States, governments make 
transfers to pension schemes which do increase 
pension entitlements (for example where transfers 
are made for specific social groups which are una-
ble to contribute directly), which would indicate 
that the amounts should be implicitly included in 
this row figure calculated by difference.

17.143 Differences in the accounting period encountered 
between assumed and actual wage growth (that is the 
wage growth part of the ‘experience effects’ or ‘actu-
arial effects’ when modelling) need to be reflected in 
transactions (employer’s imputed social contribu-
tions), along with all other experience effects.

17.144 Row 3 captures any ‘experience effects’ observed for 
social security pension schemes where the observed 
outcome of pension modelling assumptions (wage 
growth rate, inflation rate and discount rate) in any 
one year differs from the levels assumed.

17.145 Row 4 shows pension benefits that are paid during 
the accounting period. Payment of pension benefits 
has the effect of ‘settling’ some of the pension entitle-
ments included in the opening stock in row 1.

17.146 Row 5 presents the changes in pension entitle-
ments due to contributions and benefits. It is row 
2 plus row 3 less row 4. This balancing item meas-
ured from the non-financial accounts is equivalent 
to that measured from the financial accounts.

17.147 One characteristic of the changing environment 
of pensions is the increasing possibility of hav-
ing ‘portable pensions’, where a person moving 
jobs can transfer the pension entitlement with the 
former employer to one with the new employer. 



Social insurance including pensions

385  European system of accounts — ESA 2010

17
When this happens, the pension entitlement of the 
household concerned is unaffected but there is a 
transaction between the two pension schemes as 
the new one assumes the liability of the former. In 
addition, there will be a counterpart transaction in 
some assets to match these liabilities.

17.148 If government assumes the responsibility for pen-
sion provision for the employees of a non-gov-
ernment unit through an explicit transaction, any 
payment by the non-government unit needs to be 
recorded as pre-paid social contributions (F.89). 
There is further discussion of this type of arrange-
ment in paragraphs 20.272 to 20.275.

17.149 When one unit takes over the responsibility for pen-
sion entitlements from another unit, two transactions 
are recorded in row 6. First, there is a transfer of pen-
sion entitlements from the original pension scheme 
to the new pension scheme. Second, there may be a 
transfer in cash or other financial assets to compen-
sate the new pension scheme. It is possible that the 
value of the transfer of financial assets is not exactly 
equal to the value of the pension entitlements trans-
ferred. In that case a third entry is needed in trans-
actions of capital transfers to correctly reflect the 
changes in net worth of the two units concerned.

17.150 Employers are increasingly reforming the pen-
sion schemes they manage in response to demo-
graphic and other factors. Reforms may take the 
form of a change to the benefit formula, a change 
in the retirement age, or a change in other scheme 
provisions.

17.151 Only enacted pension reforms lead to recording 
in the national accounts, in the estimates of pen-
sion entitlements in the year in which enactment 
takes place and subsequently in observed flows. An 
announcement by an employer of its intention to 
undertake a pension reform is not a sufficient basis 
to introduce the effects of the reform into national 
accounts data.

17.152 In some cases of reform, the employer chooses 
to leave the vested rights of existing members 
untouched and only applies the reformed arrange-
ments for future acquisition of additional entitle-
ments. There would be no immediate impact on 
current pension benefits. The impact would be seen 
in future measures of pension benefits, in line with 
the accrued-to-date approach.

17.153 However, in some cases the employer decides to 
make reforms which affect the accrued-to-date 
entitlements for existing members; for example, 
a general increase in retirement age for all mem-
bers. Such types of reforms change the stock of 
pension entitlements during the year in which they 
are enacted. This effect must be accounted for as 
a flow. It may be very large since it affects current 
and future pension entitlements.

17.154 Changes in pension entitlements are recorded as 
transactions as follows:

(a) if the entitlements of a pension scheme are 
included in the core national accounts, and the 
employer agrees to a change in the terms of 
pension entitlements via negotiation with the 
affected employee, this change is recorded as a 
transaction in the core national accounts (under 
imputed employer social contributions);

(b) if the entitlements of a pension scheme are not 
recorded in the core national accounts, and 
the employer agrees a change in the terms of 
pension entitlements via negotiation with the 
affected employees, this change is recorded as 
a transaction in the supplementary table;

(c) in the case of social security, if changes in pen-
sion entitlements are agreed by the parliamen-
tary authorities, this is recorded in the supple-
mentary table as if it were negotiated.

17.155 Changes in pension entitlements that are imposed 
without negotiation are recorded as other changes 
in the volume of assets.

17.156 Changes in accrued-to-date entitlements arising 
from past service are recorded as capital transfers.

17.157 Row 7 shows the impact of reforms of pension scheme 
structures on entitlements relating to past service.

Changes to pension entitlements due to other 
economic flows

17.158 Rows 8 and 9 account for the other flows as reval-
uations and other changes in volume associated 
with pension schemes in social insurance. Table 
17.7 illustrates the other flows, divided into revalu-
ations and other changes in volume.

17.159 Revaluations are due to changes of key model 
assumptions in the actuarial calculations. These 
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assumptions are the discount rate, the wage rate 
and the inflation rate. Experience effects are not 
included here unless it is not possible to iden-
tify them separately. Other changes in actuarial 
estimates are more likely to be recorded as other 
changes in volume of assets. The effects of price 
changes due to the investment of the entitlements 
are recorded as revaluations appearing in the reval-
uation account.

17.160 When the demographic assumptions used in 
the actuarial calculations are changed, they are 
recorded as other changes in the volume of assets. 

Table 17.7 — Other flows as revaluations and other 
changes in the volume of assets

Revaluations

Changes in assumed discount rate

Changes in assumed wage developments

Changes in assumed price developments

Other changes in the volume of assets

Changes in demographic assumptions

Other changes

Related indicators

17.161 Financial services produced by all pension schemes 
are recorded as being paid by scheme members, and 
so the costs of pension schemes are not recorded as 
intermediate consumption of the employer oper-
ating the scheme. Accordingly, Chart 17.1 shows 
financial services separate from social contribu-
tions. Presenting financial services in this way 
means the figures shown as contributions received 
by employees from their employers are exactly the 
same as that part of the contributions paid by the 
employees to the pension scheme. Furthermore, it 
is not necessary to show which element of social 
contributions covers the service fee. It is the house-
hold contribution supplement that covers the ser-
vice fee for a defined contribution scheme and it is 
either the employers’ or the household contribu-
tion that does so for a defined benefit scheme.

As output is recorded for all employer pension 
schemes, which the scheme’s members consume, 
row 11 shows the output by type of scheme.

Chart 17.1 — Pension entitlements and their changes

This chart is purely illustrative and no specific meaning 
should be attributed to the size of the different boxes.

Contributions
(actual, imputed

of which: property
income)  

(rows 2 and 3)

Pension benefits
(row 4)

Changes in pension 
entitlements (due to 
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other changes in 
volume)

(rows 8 and 9)

Pension entitlements
at the beginning
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at the end
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Actuarial assumptions

Accrued-to-date entitlements

17.162 Pension entitlements in national accounts are 
measured on a gross basis. No assets or accumu-
lated social contributions are taken into account to 
compile any type of net entitlements. Only pension 
entitlements due to actual and future pension ben-
efits are covered.

17.163 The accrued-to-date liability concept is appropri-
ate for national accounts purposes. It includes the 
present value of pension entitlements arising from 
already accrued pension rights. For example, it 
covers the pension entitlements accrued by cur-
rent employees, including deferred pension enti-
tlements, and the remaining pension entitlements 
of existing pensioners.

17.164 As for all national accounts data, the data are meas-
ured ex post, as they include only the current values 
of the entitlements that arise from the accrued pen-
sion rights at the balance sheet date. The method 
is based on observable past events and transac-
tions, such as membership of the pension scheme 
and paid contributions. However, such ex post 
measures also rely on a number of assumptions 
in the modelling process. Estimates are made for 
the probability of current contributors dying or 
becoming disabled before reaching the pensiona-
ble age. The measures also reflect future changes of 
the payment stream due to any legislation enacted 
prior to the year for which pension entitlements 
are being calculated. Finally, the method requires 
some important assumptions on future devel-
opments, notably regarding the discount rate for 
future pension disbursements.

Discount rate

17.165 The discount rate applied to estimates of future 
pension benefits in the case of accrued-to-date 
entitlements is one of the single most important 
assumptions to be made in the modelling of pen-
sion schemes, since its accumulated impact over 
many decades can be very large. The discount rate 
from a chosen approach may change over time, 
which would lead to revaluations in the accounts.

17.166 The discount rate can be seen as equivalent to the 
expected risk-free rate of return on assets held by 
a pension scheme. In the case of pension entitle-
ments to be paid in the future, the discount rate 
can also be seen as the cost of capital in a sense that 
the future payments have to be financed by govern-
ment, via the usual sources:

(a) net acquisitions of liabilities, such as loans and 
debt securities;

(b) net sales of assets; and

(c) government revenue.

A discount rate can be derived from this cost of 
financing.

17.167 The discount rate should be a risk-free rate. Some 
criteria for identifying suitable rates are given in 
the following sentences. The discount rate on high 
quality government and corporate bonds, e.g. of 
‘AAA’-rating provides an appropriate reference. 
Yields for high quality corporate bonds are only 
used where the markets are broad. The bonds are 
to be of a residual maturity of the same order as 
the pension entitlements. The use of a discount rate 
based on a long-term maturity, where long-term is 
taken to be 10 years or longer, is recommended. 
The average of several years of the discount rate, 
linked to the length of the economic cycle, can be 
applied to smooth the time series of the discount 
rate. The assumption on the discount rate and the 
future development of wages should be consist-
ent. Member States are required to provide the ele-
ments demonstrating the validity of the discount 
rate used for pension entitlements in the light of 
the various criteria mentioned above.

17.168 The same discount rate has to be used for all pen-
sion schemes where government is the pen-
sion manager (including social security pension 
schemes) at whatever level of government since the 
desired result should approximate risk-free yields.

Wage growth

17.169 Defined benefit pension schemes often apply a for-
mula to the member’s salary — whether it be the 
final salary, an average of a period of years, or life-
time earnings — to determine the level of pension. 
The final pensions paid are affected by the average 
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growth of members’ salaries, notably through pro-
motions and career progression.

17.170 It is, therefore, appropriate to consider what 
assumptions are made for the future development 
of wages. The assumed long-term development of 
wages should correspond with the observed dis-
count rate. Both variables are, in the long-term, 
interdependent.

17.171 The accounting profession uses two actuarial 
methods to measure the impact of wage increases. 
The accrued benefit obligation (ABO) records only 
the benefits actually accrued to date. It represents 
the amount an employee could walk away with if 
he left the firm tomorrow, and may be the basis 
for assessing a person’s net worth in the case of a 
divorce settlement, for example.

17.172 A projected benefit obligation (PBO) is a more 
prudent measure of what the eventual level of enti-
tlement is likely to be. For an individual, the PBO 
makes assumptions about how many future pro-
motions the person is likely to receive and cal-
culates his final salary accordingly. Then, if that 
individual has in fact only worked 20 out of an 
expected 40 years, it halves the final salary and cal-
culates pension entitlement for the individual as if 
this were his current salary. Where an individual’s 
ABO increases in steps as he is promoted, the PBO 
increases steadily over time. For the individual, 
PBO is always higher than ABO until the moment 
of retirement when the ABO catches up with the 
PBO.

17.173 The impact of wage increases needs to be reflected 
in transactions, because awarding a wage increase 
is a conscious economic decision taken by the 
employer. Moreover, in concept the ABO and PBO 
approaches lead, in the long run, to the same trans-
actions being recorded, even if the timing of those 
transactions differs depending on the demograph-
ics of the scheme.

17.174 Changes to assumptions of future wage changes, 
which are generally made every few years in 
response to a general review of pension model-
ling assumptions or due to a major restructur-
ing of the workforce, are recorded as other flows 
(revaluations).

17.175 A number of possible variants in the application 
of the ABO and PBO methods are observed in 

practice depending on how price and wage effects 
are treated.

17.176 One important factor is the treatment of indexa-
tion arrangements on pensions, where the pension 
to be paid will increase in line with nominal wage 
growth after retirement.

17.177 Given the importance of wage effects, it is rec-
ommended that the choice of an ABO or PBO 
approach be based on the underlying benefit for-
mula in the pension scheme. Where this formula 
includes implicitly or explicitly a factor for wage 
increases (before or after retirement) then a PBO 
approach is followed. Where such a factor is not 
present, an ABO approach is used.

Demographic assumptions

17.178 Future pension payments are subject to demo-
graphic effects, in terms of the age/ gender balance 
of members and their longevity. Demographic 
tables are well established for the modelling of pen-
sion and life insurance schemes.

17.179 In the case of employment-related pension 
schemes, the membership of the scheme is well 
defined and, therefore, the data should be available. 
In the case of social security schemes, recourse is 
made to general population data if no specific data 
are available on social security membership.

17.180 In the use of longevity tables, also known as mor-
tality tables, tables which are specified with regard 
to gender and groups of employees are preferred. 
The group of members receiving a disability pen-
sion should be modelled with different longevity 
assumptions, if possible.

17.181 Longevity assumptions should include the increase 
of longevity over time.

17.182 The modelling of pension schemes may involve the 
use of demographic assumptions other than lon-
gevity, for example future fertility rates, labour par-
ticipation rates or migration rates in the case where 
the pension benefit or indexation formula is based 
on a ‘dependency ratio’ or similar type of approach.

17.183 Where early retirement within a scheme is actu-
arially neutral, modelling is unaffected. Non-
actuarially neutral early retirements have an effect, 
and they frequently arise given the way in which 
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different interest rates are usually applied at early 
retirement. Therefore, the appropriate modelling 
of early retirement behaviour is important, par-
ticularly where a reform raises the future pension-
able age.
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CHAPTER 18

Rest of the world accounts

Introduction

18.01 The accounts of resident institutional sectors show 
economic activity: production; generation, distri-
bution and redistribution of income; consump-
tion; and accumulation of assets and liabilities. 
These accounts capture transactions amongst res-
ident units, and transactions of resident with non-
resident units that make up the rest of the world.

18.02 The ESA is a closed system in that both sides to 
every transaction are recorded in the accounts as 
a use and a resource. For resident units, this ena-
bles a coherent articulated set of accounts to be 
drawn up, and all the economic activities of each 
institutional unit are included in the sequence of 
accounts. This is not true for non-resident units. 
Non-resident units can only be observed through 
their interaction with resident units of the econ-
omy being measured, and so only their transac-
tions with resident units can be recorded. This is 
done through the creation of a sector called ‘the 
rest of the world’ sector, and the compilation of a 
special set of accounts with limited entries which 
show, for non-resident units, only the transactions 
with resident units.

18.03 The sequence of accounts for the rest of the world 
sector is as follows:

(a) the external account of goods and services 
(V.I), covering imports and exports of goods 
and services;

(b) the external account of primary and second-
ary incomes (V.II), covering compensation of 
employees, property and investment income, 
and current transfers such as personal transfers 
(including workers’ remittances) and interna-
tional aid;

(c) the external accumulation accounts (V.III), 
consisting of:

(1) the capital account (V.III.1), showing capital trans-
fers and acquisitions less disposals of non-pro-
duced non-financial assets;

(2) the financial account (V.III.2), showing transac-
tions in financial assets and liabilities;

(3) other changes in volume of assets account 
(V.III.3.1), showing uncompensated seizures etc.;

(4) revaluation account (V.III.3.2), showing nominal 
holding gains and losses;

(d) the external assets and liabilities account (V.IV) 
presents the opening and closing balance sheets, 
and the changes in the value of those assets and 
liabilities between opening and closing balance 
sheets.

The full sequence is shown in Chapter 8, and the 
account numbers in brackets above refer to the 
account numbers in that Chapter.

18.04 As the accounts are drawn up from the point of 
view of the rest of the world sector, imports to the 
domestic economy are shown as a resource, and 
exports from the domestic economy as a use of the 
external account of goods and services. A similar 
reversal occurs throughout the rest of the world 
accounts. If a balance is positive, it signifies a sur-
plus for the rest of the world, and a deficit for the 
total domestic economy. Similarly, a negative bal-
ance shows a deficit for the rest of the world, and a 
surplus for the domestic economy. A financial asset 
held by the rest of the world is a liability for the 
domestic economy, and a liability held by the rest 
of the world is an asset for the domestic economy.

18.05 The standard framework for statistics on the trans-
actions and positions between an economy and 
the rest of the world is set out in the Balance of 
Payments and International Investment Position 
Manual 2008 (Sixth edition) (BPM6)1. That man-

1 International Monetary Fund, Balance of payments and international investment 
position manual, sixth edition (BPM6), 2009, ISBN 978-1-58906-812-4 (available on 
http://www.imf.org).

http://www.imf.org
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ual is harmonised with the System of National 
Accounts 2008, but sets out the interactions 
between the domestic economy and the rest of 
the world in a set of accounts and balance sheets 
which present the information in a different way. 
This Chapter sets out the rest of the world sector 
accounts of the ESA 2010, and how they relate to 
the international accounts of the BPM6.

Economic territory

18.06 The most commonly used concept of economic ter-
ritory is the area under the effective economic con-
trol of a single government. However, currency or 
economic unions, regions, or the world as a whole 
may be used, as they may also be a focus for mac-
roeconomic policy or analysis. The full definition is 
given in Chapter 2 (paragraphs 2.04-2.06)

18.07 In order to determine whether an entity is a res-
ident in a given economic territory, one must 
establish:

(1) whether the entity qualifies as an institutional 
unit; and, if so,

(2) whether the entity also meets the criteria set 
out in Chapter 2 concerning determination of 
residency.

Residence

18.08 The residence of each institutional unit is the eco-
nomic territory with which it has the strongest 
connection, expressed as its centre of predominant 
economic interest. The concepts are identical in 
the ESA, the 2008 SNA and the BPM6. The intro-
duction of the terminology ‘centre of predominant 
economic interest’ does not mean that entities with 
substantial operations in two or more territories no 
longer need to be split (see paragraph 18.12) or that 
institutional units without any significant physical 
presence can be disregarded (see paragraphs 18.10 
and 18.15). The concept of residence in general, 
and for households, enterprises and other entities 
in particular, is described fully in Chapter 2.

Institutional units

18.09 The concept of ‘institutional unit’ is the same in 
the ESA, the 2008 SNA and the BPM6. The general 
definition is given in Chapter 2, paragraphs 2.12-
2.16. Given the focus on the national economy, 
there are special treatments of units in cross-bor-
der situations. In some cases, legal entities are com-
bined into a single institutional unit if they are resi-
dent in the same economy, but are not combined if 
they are resident in different economies. Similarly, 
a single legal entity may be split when it has sub-
stantial operations in two or more economies. As 
a result of those treatments, the residence of the 
units concerned becomes more clear-cut and the 
concept of economic territory is strengthened.

18.10 Corporations’ and governments’ use of Special 
Purpose Entities (SPEs) is normally to raise finance. 
Where the SPE is resident in the same economy as 
the parent, then the treatment is straightforward. 
The SPE will normally have none of the attributes 
that would make it a separate entity from the par-
ent, and assets and liabilities incurred by the SPE 
will be shown in the accounts of the parent cor-
poration. Where the SPE is non-resident, the res-
idence criteria for the rest of the world sector 
demand that a separate entity is recognised. In this 
case, any assets and liabilities incurred by the SPE 
are shown in the rest of the world sector, and not 
in a sector of the domestic economy. The treatment 
of non-resident SPEs belonging to the general gov-
ernment is defined in paragraph 2.14.

18.11 Members of a household must all be resident in the 
same economy. If a person resides in a different 
economy from the other members of a household, 
that person is not regarded as a member of that 
household, even though they may share income 
and expenses, or hold assets together.

Branches as a term used in the 
international accounts of the balance of 
payments

18.12 A branch is an unincorporated enterprise that 
belongs to a non-resident unit, known as the par-
ent. It is treated as a resident and a quasi-corpo-
ration in the territory where it is situated. The 
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identification of branches as separate institutional 
units requires indications of substantial operations 
that can be separated from the rest of the entity. A 
branch is recognised in the following cases:

(a) either a complete set of accounts, including a 
balance sheet, exists for the branch; or

(b) it is possible and meaningful, from both an eco-
nomic and legal viewpoint, to compile those 
accounts if required. The availability of sepa-
rate records indicates that an actual unit exists 
and makes it practical to prepare statistics.

In addition, one or more of the following factors 
tend to be present:

(a) the branch undertakes or intends to undertake 
production on a significant scale and that pro-
duction is based in a territory other than that of 
its head office, for one year or more:

(1) if the production process involves physical pres-
ence, then the operations should be physically 
located in that territory;

(2) if the production does not involve physical pres-
ence, such as some cases of banking, insurance, 
other financial services, ownership of patents, 
trademarks or copyrights, merchanting and ‘vir-
tual manufacturing,’ then the operations should be 
recognised as being in the territory by virtue of the 
registration or legal domicile of those operations in 
that territory;

(b) even if it has tax-exempt status, the branch is 
recognised as being subject to the income tax 
system, if any, of the economy in which it is 
located.

18.13 The identification of branches has implications for 
the statistical reporting of both the parent and the 
branch. The operations of the branch are excluded 
from the institutional unit of its head office and the 
delineation of parent and branch has to be made 
consistently in both of the affected economies. A 
branch may be identified for construction pro-
jects or mobile operations such as transport, fish-
ing or consulting. However, if the operations are 
not substantial enough to identify a branch, they 
are treated as an export of goods or services from 
the head office.

18.14 In some cases, preliminary operations related to 
a future direct investment project prior to incor-
poration are sufficient evidence of establishing 

residence with the result that a quasi-corpora-
tion is established. For example, licenses and legal 
expenses for a project are shown as being incurred 
by a quasi-corporation, and are part of direct 
investment flows into that unit rather than sales 
of licenses to non-residents, or exports of services, 
respectively, to the head office.

Notional resident units

18.15 When land located in a territory is owned by a 
non-resident entity, a notional unit that is treated 
as resident is identified for statistical purposes as 
being the owner of the land. This notional resident 
unit is a quasi-corporation. This manner of treating 
a notional unit as resident is also applied to associ-
ated buildings, structures and other improvements 
on that land, leases of land for long periods, and 
ownership of natural resources other than land. 
As a result of such treatment, the non-resident is 
owner of the notional resident unit, rather than 
owning the land directly, so there is an equity lia-
bility to the non-resident, but the land and other 
natural resources are always assets of the econ-
omy in which they are located. The notional resi-
dent unit usually supplies services to its owner, for 
example, accommodation in the case of vacation 
homes.

18.16 In general, if a non-resident unit has a long-term 
lease on an immovable asset such as a building, 
this is associated with it undertaking production 
in the economy where it is located. If, for any rea-
son, there is no associated production activity, a 
notional resident unit is also created to cover such 
a lease. The non-resident unit is treated, therefore, 
as owning the notional resident unit and not the 
building, which is the property of the economy 
where it is located.

Multi-territory enterprises

18.17 Some enterprises operate as a seamless operation 
over more than one economic territory, typically 
for cross-border activities such as airlines, ship-
ping lines, hydroelectric schemes on border rivers, 
pipelines, bridges, tunnels and undersea cables. 
Separate branches need to be identified unless the 
entity is run as a single operation with no separate 
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accounts or decision-making for each territory that 
it operates in. In such cases, because of the cen-
tral focus on data for each national economy, it 
is necessary to split the operations between econ-
omies. The operations are then pro-rated accord-
ing to an appropriate enterprise-specific indicator 
of the proportions of operations in each territory. 
The pro-rating treatment may also be adopted for 
enterprises in zones subject to joint administration 
by two or more governments.

Geographical breakdown

18.18 For the purpose of compiling the accounts of the 
European Union, the rest of the world sector (S.2) 
is subdivided into:

(a) Member States and institutions and bodies of 
the European Union (S.21):

(1) Member States of the European Union (S.211);

(i) Member States of the euro area (S.2111);

(ii) Member States outside the euro area (S.2112);

(2) institutions and bodies of the European Union 
(S.212):

(i) the European Central Bank (ECB) (S.2121);

(ii) European institutions and bodies, except the 
ECB (S.2122);

(b) non-member countries and international 
organisations non-resident in the European 
Union (S.22).

18.19 For the purpose of compiling the accounts of the 
euro area, the above subsectors may be grouped as 
follows:

the Member States of the euro area and the 
European Central Bank

(S.2I = S.2111 + S.2121);

countries and international organisations that are 
non-resident in the euro area

(S.2X = S.2112 + S.2122 + S.22).

A description of the European accounts is pro-
vided in Chapter 19.

The international accounts of the 
balance of payments

18.20 The national accounts are different from the inter-
national accounts shown in the BPM6. The inter-
national accounts show the transactions between 
a domestic economy and foreign economies 
from the point of view of the domestic economy. 
Accordingly, imports are shown as a use (a debit) 
and exports as a resource (a credit).

A summarised form of the international accounts 
as presented in the BPM6 is given in Table 18.1.

18.21 A second major difference between the interna-
tional accounts of the balance of payments, and 
the rest of the world sector accounts in the ESA, 
is the use of functional categories in the interna-
tional accounts rather than instruments in the clas-
sifications of financial transactions in the ESA. This 
issue is further discussed in paragraphs 18.57 and 
18.58.

Balancing items in the current accounts 
of the international accounts

18.22 The structure of the balancing items in the balance 
of payments is somewhat different from that in the 
national accounts, in that each account in the inter-
national accounts has its own balancing item and 
another that carries down to the next account. To 
illustrate this, the primary income account has its 
own balancing item (balance on primary income) 
and a cumulative balance (balance on goods, ser-
vices and primary income). The external balance 
on primary income corresponds to the balance of 
primary incomes and is the item feeding into GNI. 
The current external balance corresponds to sav-
ing by the rest of the world relative to the domestic 
economy. The balancing items in the BPM6 struc-
ture of accounts are shown in Table 18.1.
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Table 18.1 — The international flow accounts of the balance of payments

Balance of payments

Current accounts Credits Debits Balance

Goods and services account

  Goods 462 392 70

  Services 78 107 –29

  Goods and services 540 499 41

Primary income account

  Compensation of employees 6 2

  Interest 13 21

  Distributed income of corporations 36 17

  Reinvested earnings 14 0

 Primary income 69 40 29

  Goods, services and primary income 609 539 70

Secondary income account Credits Debits Balance

  Taxes on income, wealth 1 0

  Net non-life insurance premiums 2 11

  Non-life insurance claims 12 3

  Current international transfers 1 31

  Miscellaneous current transfers 1 10

 Secondary income 17 55 –38

Current account balance 32

Capital account

 Acquisitions/disposals of non-produced assets 0

 Capital transfers 1 –4

Capital account balance –3

Net lending (+)/borrowing (–) 29

Financial account (by functional category) Change in assets Change in liabilities Balance

 Direct investment –4 8

 Portfolio investment 17 7

 Financial derivatives etc. 3 0

 Other investment 42 22

 Reserve assets 8 —

Total change in assets/liabilities 66 37

Net lending (+)/net borrowing (–) (financial) 29

Net errors and omissions 0
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The accounts for the rest of the world 
sector and their relationship with the 
international accounts of the balance of 
payments

The external account of goods and services

18.23 The goods and services account consists only of 
imports and exports of goods and services because 
they are the only transactions in goods and services 

with a cross-border dimension. Goods and services 
are recorded when there is a change of economic 
ownership from a unit in one economy to a unit in 
another country. Although there is usually a phys-
ical movement of goods when there is a change of 
ownership, this is not necessarily the case. In the 
case of merchanting, goods may change ownership 
and not change location until they are resold to a 
third party. 

Tables 18.2 and 18.3 show how primary and sec-
ondary income is recorded in the ESA and the 
BPM6.

Table 18.2 — External account of goods and services (ESA V.1)

Uses Resources

P.6 Exports of goods and services 540 P.7 Imports of goods and services 499

P.61 Exports of goods 462 P.71 Imports of goods 392

P.62 Exports of services 78 P.72 Imports of services 107

B.11 External balance of goods and services –41

Table 18.3 — Goods and services account of the BPM6

Current accounts Credits Debits Balance

Goods and services account

Goods 462 392 70

Services 78 107 –29

Goods and services 540 499 41

18.24 Goods that change locations from one economy to 
another but do not change economic ownership 
do not appear in imports and exports. Thus, goods 
sent abroad for processing, or returned after pro-
cessing, do not appear as imports and exports of 
goods; only the fee agreed for processing appears 
as a service.

18.25 The balance of payments gives emphasis to the dis-
tinction between goods and services. That distinc-
tion reflects policy interests, in that there are sepa-
rate international treaties covering goods and ser-
vices. It also reflects data issues, in that data on 
goods are usually obtained from customs sources, 
while data on services are usually obtained from 
payment records or surveys.

18.26 International merchandise trade statistics are the 
main source of data for goods. International stand-
ards are given in International merchandise trade 

statistics: Concepts and definitions2 Rev. 2 (IMTS) of 
the UN. The BPM6 identifies some possible sources 
of difference between the value of goods recorded 
in merchandise trade statistics and in the balance 
of payments. It also recommends a standard recon-
ciliation table to assist users in understanding such 
differences. One major source of difference is that 
the standards for IMTS use a CIF-type (cost, insur-
ance and freight) valuation for imports, while the 
balance of payments use a uniform FOB (the value 
at the customs frontier of the exporting economy, 
that is, free on board) valuation for both exports 
and imports. It is, therefore, necessary to exclude 
freight and insurance costs incurred between the 
customs frontier of the exporter and the customs 
frontier of the importer. Given variations between 
the FOB-type valuation and actual contractual 

2 United Nations, International merchandise trade statistics: Concepts and definitions, 
1998, ISBN 92-1-161410-4 (available on http://unstats.un.org).

http://unstats.un.org
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arrangements, some freight and insurance costs 
need to be rerouted.

The valuation principles are the same in the ESA 
and the balance of payments. FOB valuation is, 
therefore, to be followed for recording exports and 
imports of goods (see paragraph 18.32).

18.27 The change of ownership basis used for the balance 
of payments means that goods entries will have a 
time of reporting consistent with the correspond-
ing financial flows. In the BPM6, there are no longer 
exceptions to the change of ownership principle. 
In contrast, IMTS follow the timing of customs 
processing. While this timing is often an accepta-
ble approximation, adjustments may be needed in 
some cases, such as goods sent on consignment. In 
the case of goods sent abroad for processing with 
no change of ownership, the values of goods move-
ments are included in IMTS, but changes in owner-
ship are the primary presentation in the balance of 
payments, and, therefore, the balance of payments 
will only show the fees related to ‘manufacturing 
services on physical inputs owned by others’; how-
ever, the values of goods movements are recom-
mended as supplementary items to understand the 
nature of such processing arrangements. Further 
details of the recording of processing arrangements 
are given later in this chapter. Other adjustments 
to IMTS may be needed to bring estimates into line 
with the change of economic ownership of goods, 
either generally or because of the particular cov-
erage of each country. Possible examples include 
merchanting, non-monetary gold, goods entering 
or leaving the territory illegally, and goods pro-
cured in ports by carriers.

18.28 Re-exports are foreign goods (goods produced in 
other economies and previously imported with a 
change of economic ownership) that are exported 
with no substantial transformation from the state 
in which they were previously imported. Given 
that re-exported goods are not produced in the 
economy concerned, they have less connection to 
the economy than other exports. Economies that 
are major trans-shipment points and locations of 
wholesalers often have large values of re-exports. 
Re-exports increase the figures for both imports 
and exports and when re-exporting is significant, 
the proportions of imports and exports to eco-
nomic aggregates are increased also. It is, there-
fore, useful to show re-exports separately. Goods 

that have been imported and are waiting to be re-
exported are recorded in inventories of the resident 
economic owner.

Transit trade is where goods cross a country on 
their way to their final destination, and, for the 
country crossed, are generally excluded from for-
eign trade statistics, balance of payments statistics 
and the national accounts.

Quasi transit trade are goods imported into a coun-
try, cleared through Customs for free circulation 
within the EU, and then dispatched to a third coun-
try in the EU. The entity used for Customs clear-
ance is usually not an institutional unit as defined 
in Chapter 2, and so does not acquire ownership 
of the goods. In this case, the import is shown in 
the national accounts as a direct import to the final 
destination, as in the case of simple transit trade. 
The appropriate value is that recorded as the goods 
enter the final destination country.

18.29 Goods are presented at an aggregate level in the 
balance of payments. More detailed commodity 
breakdowns can be obtained from IMTS data.

18.30 In the balance of payments, detail is produced for 
the following 12 standard components of services:

(a) manufacturing services in relation to physical 
inputs owned by others;

(b) maintenance and repair services n.i.e.;

(c) transport;

(d) travel;

(e) construction;

(f) insurance and pension services;

(g) financial services;

(h) charges for the use of intellectual property 
n.i.e.;

(i) telecommunications, computer and informa-
tion services;

(j) other business services;

(k) personal, cultural and recreational services; and

(l) government goods and services n.i.e.
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18.31 Three of the balance of payments’ standard com-
ponents above are transactor-based items, that is, 
they relate to the acquirer or provider, rather than 
the product itself. The items fall into the categories 
of travel, construction and government goods and 
services n.i.e.

(a) Travel covers all goods or services, acquired by 
non-residents during visits, whether for own 
use or to give away. Travel includes goods, local 
transport, accommodation, meals and other 
services.

(b) Construction covers the total value of the prod-
uct delivered by the contractor, including any 
materials sourced locally and, therefore, not 
recorded in imports and exports of goods.

(c) Government goods and services n.i.e. cover a 
range of items that cannot be allocated to more 
specific headings.

Besides those three transactor-based items, the 
remaining components are product-based, built 
from the more detailed classes of CPA Rev. 2. 
Additional standards for services trade are shown 
in the Manual on Statistics of International Trade 
in Services3 (MSITS), which is harmonised with the 
international accounts.

Valuation

18.32 Valuation principles are the same in the ESA and 
the international accounts. In both cases, market 
values are used, with nominal values used for some 
positions in instruments where market prices are 
not observable. In the international accounts, the 
valuation of exports and imports of goods is a spe-
cial case where a uniform valuation point is used, 
namely the value at the customs frontier of the 
exporting economy, that is, the FOB-type valuation 
(free on board). This treatment brings about con-
sistent valuation between exporter and importer 
and provides for a consistent basis for measure-
ment in circumstances where the parties may 
have a wide range of different contractual arrange-
ments, from ‘ex-works’ at one extreme (where the 
importer is responsible for arranging all transport 
and insurance) to ‘delivered duty paid’ at the other 

3 United Nations, Eurostat, OECD, IMF, WTO et al., Manual on Statistics of International 
Trade in Services, 2011, (available on: http://unstats.un.org).

(where the exporter is responsible for arranging all 
transport, insurance and any import duties).

Goods for processing

18.33 Between the ESA 95 and the ESA 2010, there has 
been a fundamental change in the treatment of 
goods sent abroad for processing without change 
of ownership. In the ESA 95, such goods were 
shown as exports on being sent abroad, and then 
recorded as imports on return from abroad, at a 
higher value as a result of the processing. This was 
known as the gross recording method, and effec-
tively imputes a change of ownership so that inter-
national trade figures represent an estimate of the 
value of the goods being traded. The 2008 SNA, the 
BPM6 and the ESA 2010 do not impute a change 
of ownership, but rather show only one entry — an 
import of the processing service. This would be an 
export of the service for the country in which the 
processing takes place. This recording is more con-
sistent with the institutional records and associ-
ated financial transactions. It does, however, cause 
an inconsistency with the international merchan-
dise trade statistics (IMTS). The IMTS continue to 
show the gross value of the exports for process and 
returning imported processed goods.

18.34 In order to avoid such an inconsistency in the 
national accounts, the value of the exported goods 
can be recorded alongside that of the imported 
goods as supplementary items, the values being 
those recorded in the IMTS. This will enable the 
net processing service to be derived as the value of 
the processed goods exported less the value of the 
unprocessed goods which are imported. It is this 
service which is recorded in the national accounts. 
So for the country having the goods processed 
abroad, the exports will be scored alongside the 
imported processed goods, as supplementary items 
in the external goods and services account. This 
will reconcile the IMTS entries with the net import 
services figure reflecting the processing costs.

18.35 An example related to the treatment of goods for 
processing in the supply and use tables will demon-
strate the change. Consider the case where a food 
manufacturing firm harvests and processes vegeta-
bles, then outsources the actual canning of the veg-
etables to a wholly owned subsidiary abroad, and 

http://unstats.un.org
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then takes them back canned and sells the canned 
food on.

18.36 In Table 18.4 for the ESA 95, the imports and 
exports figures should match the entries in the 

international merchandise trade statistics (IMTS). 

The exports of goods to the canning subsidiary 

abroad are 50, and then the canned vegetables are 

returned as imports of 90.

Table 18.4 — The ESA 95 treatment of goods for processing as international trade

Purchases Final demand Total

Sales Food manufacturing Household expenditure Exports

Food 90 50 140

Canned food imports 90 90

Value added 50 GDP (E) = 50

Total output 140

Table 18.5 — The ESA 2010 treatment of goods for processing as international trade

Purchases Final demand Total

Sales Food manufacturing Household expenditure Exports

Food 90 0 90

Canning services imports 40 40

Value added 50 GDP (E) = 50

Total output 90

18.37 Table 18.5 shows the ESA 2010 treatment of goods 
for processing on a net basis: only the trade in ser-
vices is shown and there will be no match with the 
movement in goods recorded in the IMTS. The net 
position, of exports less imports, will be shown in 
the balance of payments international accounts 
and the corresponding rest of the world sector 
accounts. The BPM6 recommends that where it 
is known that imports and exports in the IMTS 
reflect a situation where there is no change in own-
ership, then the two are recorded side by side in 
the balance of payments figures, so that the services 

element can be immediately calculated. So, for the 
food manufacturing industry, the vegetables sent 
abroad for canning would be shown as an export 
of 50, and the reimported canned vegetables would 
be shown as an import of 90. Those figures can be 
set beside each other in the international accounts 
statistics as supplementary items, with the exports 
recorded as negative imports, so enabling a net 
import of canning services of 40 to be derived.

The recording of this example in the BPM6 is 
shown in Table 18.6.
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Table 18.6 — Recording of processing in the BPM6

Current accounts Credits Debits Balance

Goods and services account –40

 Services (standard components)

‘Manufacturing services on physical 
inputs owned by others’ 40 –40

Supplementary items

Goods for processing abroad 50 90 –40

Merchanting

Goods under merchanting

18.38 Merchanting is defined as the purchase of goods 
by a resident (of the compiling economy) from a 
non-resident combined with the subsequent resale 
of the same goods to another non-resident without 
the goods being present in the compiling economy. 
Merchanting occurs for transactions involving 
goods where physical possession of the goods by 
the owner is unnecessary for the process to occur. 
These and the following clarifications related to 
merchanting follow the corresponding paragraphs 
in the BPM6 (paragraphs 10.41-10.48).

18.39 Merchanting arrangements are used for wholesal-
ing and retailing. They may also be used in com-
modity dealing and for the management and 
financing of global manufacturing processes. For 
example, an enterprise may contract the assem-
bly of a good among one or more contractors, 
such that the goods are acquired by this enterprise 
and resold without passing through the territory 
of the owner. If the physical form of the goods is 
changed during the period the goods are owned, 
as a result of manufacturing services performed 
by other entities, then the goods transactions are 
recorded under general merchandise rather than 
merchanting. In other cases where  the form of 
the goods does not change, the goods are included 
under merchanting, with the selling price reflect-
ing minor processing costs as well as wholesale 
margins. In cases where the merchant is the organ-
iser of a global manufacturing process, the selling 
price may also cover elements such as providing 
planning, management, patents and other know-
how, marketing, and financing. Particularly for 

high-technology goods, these non-physical con-
tributions may be large in relation to the value of 
materials and assembly.

18.40 Goods under merchanting are recorded in the 
accounts of the owner in the same way as any other 
goods it owns. However, the goods are detailed 
specifically in the international accounts statistics 
of the economy of the merchant because they are of 
interest in their own right and because they are not 
covered by the customs system of that economy.

The treatment of merchanting is that:

(a) the acquisition of goods by merchants is shown 
under goods as a negative export of the econ-
omy of the merchant;

(b) the sale of goods is shown under goods sold 
under merchanting as a positive export of the 
economy of the merchant;

(c) the difference between sales over purchases of 
goods for merchanting is shown as the item 
‘net exports of goods under merchanting’. This 
item includes merchants’ margins, holding 
gains and losses, and changes in inventories of 
goods under merchanting. As a result of losses 
or increases in inventories, net exports of goods 
under merchanting may be negative in some 
cases; and

(d) Merchanting entries are valued at transaction 
prices as agreed by the parties, not FOB.

18.41 Merchanting items appear only as exports in the 
accounts of the economy of the territory of the mer-
chant. In the counterpart exporting and importing 
economies, export sales to merchants and import 
purchases from merchants are included under gen-
eral merchandise.
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18.42 Wholesaling, retailing, commodity dealing, and 

management of manufacturing may also be carried 
out under arrangements where the goods are pre-
sent in the economy of the owner, in which case 
they are recorded as general merchandise, rather 
than as merchanting. In cases where the goods do 
not pass through the economy of the owner, but 
the physical form of the goods changes, because 
they are processed in another economy, interna-
tional transactions are recorded under general 
merchandise, rather than merchanting (the pro-
cessing fee is recorded as a manufacturing service 
paid for by the owner).

18.43 When a merchant resells goods to a resident of 
the same economy as the merchant, this does not 
meet the definition of merchanting. Accordingly, 
the purchase of goods is shown as imports of gen-
eral merchandise to the economy in that case. If 
the entity that purchased from a merchant in the 
same economy subsequently resells the goods to a 
resident of another economy, whether or not the 
goods enter the economy of the merchant, the 
sales of goods are recorded in exports of general 
merchandise from the economy of the merchant. 
While such a case is very similar to merchanting, 
it does not meet the definition given in paragraph 
18.38. In addition, it is impractical for the first 
merchant to record the purchases as merchanting 
because that merchant may not know whether or 
not the second merchant will bring the goods into 
the economy.

Imports and exports of FISIM

18.44 Actual interest on loans paid and received includes 
an income element and a charge for a service. Credit 
institutions operate by offering rates of interest to 
their depositors that are lower than the rates that 
they charge to their borrowers. The resulting inter-
est margins are used by the financial corporations 
to defray their expenses and to provide an oper-
ating surplus. Interest margins are an alternative 
to charging customers explicitly for financial ser-
vices. The ESA prescribes the imputation of a ser-
vice charge for FISIM. The concept of FISIM and 
the guidelines for estimating the values of FISIM 
are given in Chapter 14.

18.45 The financial institutions that implicitly charge 
FISIM are not necessarily resident, nor need the 
clients of such institutions be resident. Imports 
and exports, therefore, of this type of financial ser-
vice are possible. Guidelines for compiling FISIM 
imports and exports are in paragraph 14.10.

The external account of primary and 
secondary income

Tables 18.7 and 18.8 show an example of recording of pri-
mary and secondary income in the ESA and the BPM6.

Table 18.7 — External account of primary and secondary incomes (ESA V.II)

Uses Resources

B.11 External balance of goods and services –41

D.1 Compensation of employees 6 D.1 Compensation of employees 2

D.2 Taxes on production and imports 0 D.2 Taxes on production and imports 0

D.3 Subsidies 0 D.3 Subsidies 0

D.4 Property income 63 D.4 Property income 38

D.5 Current taxes on income, wealth 1 D.5 Current taxes on income, wealth 0

D.6 Social contributions and benefits 0 D.6 Social contributions and benefits 0

D.7 Other current transfers 16 D.7 Other current transfers 55

D.8 Adjustment for the change in pension 
entitlements 0 D.8 Adjustment for the change in pension 

entitlements 0

B.12 Current external balance –32
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Table 18.8 — The primary income account and secondary income account of the BPM6

ESA code Credits Debits Balance

From goods and services 41

 Primary income account

  Compensation of employees D.1 6 2

  Interest

D.4

13 21

  Distributed income of corporations 36 17

  Reinvested earnings 14 0

  Taxes on production and imports D.2 0 0

  Subsidies D.3 0 0

 Primary income 69 40 29

Goods, services and primary income 609 539 70

 Secondary income account

  Taxes on income, wealth D.5 1 0

  Net non-life insurance premiums

D.6, D.7, D.8

2 11

  Non-life insurance claims 12 3

  Current international transfers 1 31

  Miscellaneous current transfers 1 10

 Secondary income 17 55 –38

Current account balance 32

The primary income account

18.46 In the balance of payments, the entries in the pri-
mary income account include compensation of 
employees and property income, exactly as in the 
allocation of primary income account in the ESA. 
Payments of taxes on production by residents and 
receipts of subsidies by residents from the domes-
tic government are recorded in the generation of 
income account, an account that does not form 
part of the balance of payments. Any payments 
of taxes on production payable by a resident to 
another government as well as any subsidy receiv-
able by a resident from another government are 
recorded in the primary income account of the 
balance of payments. The matching entries for the 
domestic government are shown in the allocation 
of primary income account and for foreign gov-
ernments in the rest of the world column of that 
account and in the primary income account of the 
balance of payments.

18.47 Rent may arise in cross-border situations, but 
rarely, since all land is deemed to be owned by 

residents, including if necessary, by creating a 
notional resident unit. If such notional resident 
units are owned by non-residents then any income 
earned by those units is classified as direct invest-
ment income and not as rent. An example where 
rent is recorded in the international accounts is 
short-term fishing rights in territorial waters pro-
vided to foreign fishing fleets. It is common in the 
international accounts to use the term investment 
income meaning property income excluding rent. 
Investment income reflects income arising from 
the ownership of financial assets, and the disaggre-
gation of investment income matches that of finan-
cial assets and liabilities so that rates of return can 
be calculated.

Direct investment income

18.48 The role of direct investment is particularly impor-
tant and reflected in both the flows and positions 
in the international accounts. In the case of a direct 
investment, it is assumed that a proportion of the 
enterprise’s retained earnings is distributed to the 
direct investor as a form of investment income. 
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The proportion corresponds to the direct investor’s 
holding in the enterprise.

18.49 Retained earnings are equal to the net operating 
surplus of the enterprise plus all property income 
earned less all property income payable (before 
calculating reinvested earnings) plus current trans-
fers receivable less current transfers payable and 
less the item for the adjustment for the change in 
pension entitlements. Reinvested earnings accrued 
from any immediate subsidiaries are included in 
the property income receivable by the direct invest-
ment enterprise.

18.50 Reinvested earnings may be negative, for example 
where the enterprise makes a loss or where divi-
dends are distributed from holding gains, or in a 
quarter when an annual dividend is paid. Just as 
positive reinvested earnings are treated as being an 
injection of equity into the direct investment enter-
prise by the direct investor, negative reinvested 
earnings is treated as a withdrawal of equity.

For a direct investment enterprise that is 100 per 
cent owned by a non-resident, reinvested earnings 
are equal to retained earnings and the balance of 
primary incomes of the enterprise is exactly zero.

The secondary income (current transfers) account of 
the BPM6

18.51 The secondary income account shows current 
transfers between residents and non-residents. The 
range of entries of current transfers corresponds 
exactly to those in the secondary distribution of 
income account. Several of those entries are par-
ticularly important in the international accounts, 
especially current international cooperation and 
remittances sent to their home countries by indi-
viduals working abroad.

18.52 Cross-border personal transfers are household-
to-household transfers and are of interest because 
they are an important source of international fund-
ing for some countries that provide large numbers 
of long-term workers abroad. Personal transfers 
include remittances by long-term workers, that is, 
those who change their economy of residence.

18.53 Other workers, such as border and seasonal work-
ers, do not change their economy of residence from 
the home economy. Instead of transfers, the inter-
national transactions of such workers include com-
pensation of employees, taxes and travel costs. In 
the balance of payments, a supplementary presen-
tation of personal remittances brings together per-
sonal transfers with those related items. Personal 
remittances include personal transfers, compensa-
tion of employees less taxes and travel, and capital 
transfers between households.

18.54 Insurance flows, especially flows relating to rein-
surance, can be important internationally. The 
transactions between the direct insurer and the 
reinsurer are recorded as an entirely separate set 
of transactions and no consolidation takes place 
between the transactions of the direct insurer as 
issuer of policies to its clients, on the one hand, 
and the holder of a policy with the reinsurer on the 
other.

The external capital account

18.55 The elements of the capital account subject to inter-
national transactions are more restricted than those 
covered in the domestic sectors. The entries in the 
capital account only cover acquisitions and dispos-
als of non-produced non-financial assets and capi-
tal transfers. There are no transactions recorded as 
capital formation of produced assets because the 
ultimate use of exports and imports of goods is not 
known at the time of recording. Neither are land 
acquisitions and disposals included.

18.56 Net lending or net borrowing is the balancing item 
for the sum of the current and capital accounts and 
for the financial account. It covers all instruments 
used for providing or acquiring funding, not just 
lending and borrowing. Conceptually, the BPM6 
net lending or net borrowing has the same value 
as the corresponding national accounts item for 
the total economy, and the same as the national 
accounts item for the rest of the world but with the 
sign reversed. Tables 18.9, 18.10 and 18.11 show 
the recording of the current and capital account 
elements and the resulting balance both in the ESA 
and the BPM6.
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Table 18.9 — Change in net worth due to current external balance and capital transfers (ESA V.III.1.1)1

Change in assets Change in liabilities and net worth

B.12 Current external balance –32

D.9 Capital transfers, receivable 4

D.9 Capital transfers, payable –1

B.101 Changes in net worth due to current 
external balance and capital transfers –29

1 For the rest of the world, this refers to changes in net worth due to current external balance and capital transfers.

Table 18.10 — Acquisition of non-financial assets account (ESA V.III.1.2)

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to current 
external balance and capital transfers –29

NP Acquisitions less disposals of non-
produced assets 0

B.9 Net lending(+)/net borrowing(–) –29

Table 18.11 — Capital account of the BPM6

Credits Debits Balance

Current account balance 32

Capital account

Acquisitions/disposals of non-produced assets 0

Capital transfers 1 4

Capital account balance –3

Net lending (+)/borrowing (–) 29

The external financial account and 
international investment position (IIP)

18.57 The financial account of the balance of payments 
and the IIP are of particular importance because 
they provide an understanding of international 
financing as well as of international liquidity and 

vulnerability. Compared to the classification of 
financial instruments used in the ESA, in bal-
ance of payments the classification of the financial 
instruments is based on functional categories (see 
paragraph 18.21), with additional data on instru-
ments and institutional sectors. Tables 18.12 and 
18.13 show the financial account in the ESA and in 
the BPM6 respectively.

Table 18.12 — Financial account (ESA V.III.2)

Changes in assets Changes in liabilities and net worth

F Net acquisition of financial assets 37 F Net incurrence of liabilities 66

F.1 Monetary gold and SDRs 1 F.1 Monetary gold and SDRs 0

F.2 Currency and deposits 11 F.2 Currency and deposits –2

F.3 Debt securities 9 F.3 Debt securities 20

F.4 Loans 4 F.4 Loans 45

F.5 Equity and investment fund shares 2 F.5 Equity and investment fund shares 14
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Changes in assets Changes in liabilities and net worth

F.6 Insurance, pension and standardised 
guarantee schemes 0 F.6 Insurance, pension and standardised 

guarantee schemes 0

F.7 Financial derivatives and employee stock 
options 0 F.7 Financial derivatives and employee stock 

options 3

F.8 Other accounts receivable/payable 10 F.8 Other accounts receivable/payable –14

B.9 Net lending (+)/net borrowing (–) –29

Table 18.13 — Financial account of the BPM6

Net lending (+)/borrowing (–) (current and capital 
accounts) 29

Financial account (by functional category) Change in assets Change in liabilities Balance

Direct investment –4 8

Portfolio investment 17 7

Financial derivatives etc. 3 0

Other investment 42 22

Reserve assets 8 —

Total change in assets/liabilities 66 37

Net lending (+)/net borrowing (–) (financial account) 29

Net errors and omissions 0

18.58 The functional categories of the BPM6 convey 
information about the motivation and relationship 
between the parties, which are of particular interest 
to international economic analysis. Data by func-
tional category are further subdivided by instru-
ment and institutional sector, which makes it pos-
sible to link them to the corresponding ESA and 
monetary and financial statistics items. The institu-
tional sector classification in the BPM6 is the same 
as in the ESA, although it is usually abbreviated (to 
five sectors in the standard components). In addi-
tion, a supplementary subsector is used for mon-
etary authorities, which is a functional subsector 

linked to reserve assets. It covers the central bank 
and any parts of general government or financial 
corporations other than the central bank that hold 
reserve assets, so it is relevant for countries where 
some or all reserves are held outside the central 
bank.

18.59 The main links between the financial instrument 
categories of the national accounts and the func-
tional categories of the international accounts are 
shown in Table 18.14. The functional categories are 
used both on the asset side and the liabilities side 
of the financial account of the BPM6. Relatively 
uncommon links are not shown.

Table 18.14 — Links between the functional categories of the BPM6 and the financial instrument categories 
of the ESA

International account functional categories

ESA instruments Direct investment Portfolio investment Financial derivatives Other investment Reserve assets

Monetary gold X

Special Drawing Rights 
(SDRs) X X

Currency and deposits

  Currency X X

  Interbank positions X X
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International account functional categories

ESA instruments Direct investment Portfolio investment Financial derivatives Other investment Reserve assets

   Other transferable 
deposits X X X

  Other deposits X X X

Debt securities X X X

Loans X X X

Equity and investment fund 
shares

Equity:

  Listed shares X X X

  Unlisted shares X X X

  Other equity X X

Investment fund shares/
units:

   Money market fund 
shares/units X X X

   Non-MMF investment 
fund shares/units X X X X

Insurance, pensions, and 
standardised guarantee 
schemes

   Non-life insurance 
technical reserves X X

   Life insurance and 
annuity entitlements X X

  Pension entitlements X

   Claims of pension funds 
on pension managers X X

   Entitlements to non-
pension benefits X

   Provisions for calls 
under standardised 
guarantees

X X

Financial derivatives and 
employee stock options

  Financial derivatives X X

  Employee stock options X

Other accounts receivable/
payable

   Trade credits and 
advances X X

   Other accounts 
receivable/payable, 
excluding trade credits 
and advances

X X
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Balance sheets for the rest of the world 
sector

18.60 The IIP is that part of the balance sheets covered in 
the international accounts. The terminology high-
lights the specific components of the national bal-
ance sheet which are included. The IIP covers only 
financial assets and liabilities. In the case of directly 
owned real estate in a country by a non-resident 
unit, a notional resident unit is regarded as the 
owner of the real estate, and in turn subject to own-
ership by the non-resident unit in terms of a finan-
cial asset (see also paragraph 18.16). In the case of 
financial claims, the cross-border element arises 
when one party is a resident and the other party is 
a non-resident. In addition, while gold bullion is an 
asset that has no counterpart liability, it is included 
in the IIP when held as a reserve asset, because of 

its role in international payments. However, non-
financial assets are excluded, as they do not have a 
counterpart liability or other international aspect.

18.61 The balancing item on the IIP is the net IIP. The net 
IIP plus non-financial assets in the national bal-
ance sheet equal national net worth, because resi-
dent-to-resident financial claims net to zero in the 
national balance sheet. Table 18.15 shows an exam-
ple of the balance sheet for the rest of the world sec-
tor, and Table 18.16 provides an example of IIP.

18.62 The same broad categories are used for invest-
ment income and the IIP. As a result, average rates 
of return can be calculated. Rates of return can be 
compared over time and for different instruments 
and maturities. For example, the trends in return 
on direct investment can be analysed, or the return 
can be compared with other instruments.

Table 18.15 — Balance sheets for the rest of the world sector (ESA)

Opening 
balance

Changes due 
to transactions

Other changes 
in volume

Revaluation Closing 
balance

Assets

Non-financial assets

Financial assets 805 37 0 7 849

AF.1 Monetary gold and SDRs 0 1 0 0 1

AF.2 Currency and deposits 105 11 0 0 116

AF.3 Debt securities 125 9 0 4 138

AF.4 Loans 70 4 0 0 74

AF.5 Equity and investment fund shares 345 2 0 3 350

AF.6 Insurance, pension and standardised 
guarantee schemes 26 0 0 0 26

AF.7 Financial derivatives and employee 
stock options 0 0 0 0 0

AF.8 Other accounts receivable/payable 134 10 0 0 144

Liabilities 1 074 66 0 3 1 143

AF.1 Monetary gold and SDRs 770 0 0 0 770

AF.2 Currency and deposits 116 –2 0 0 114

AF.3 Debt securities 77 20 0 2 99

AF.4 Loans 17 45 0 0 62

AF.5 Equity and investment fund shares 3 14 0 1 18

AF.6 Insurance, pension and standardised 
guarantee schemes 25 0 0 0 25

AF.7 Financial derivatives and employee 
stock options 7 3 0 0 10

AF.8 Other accounts receivable/payable 59 –14 0 0 45

Net worth 269 265
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Table 18.16 — The integrated IIP statement of the BPM6

International investment position (IIP) Opening 
position

Transactions Other changes 
in volume

Revaluation Closing 
position

Assets

Direct investment 42 –4 0 1 39

Portfolio investment 40 17 0 2 59

Financial derivatives 0 3 0 0 3

Other investment 152 42 0 0 194

Reserve assets 63 8 0 0 71

Total assets 297 66 0 3 366

Liabilities

Direct investment 132 8 0 2 142

Portfolio investment 180 7 0 5 192

Financial derivatives 0 0 0 0 0

Other investment 261 22 0 0 283

Total liabilities 573 37 0 7 617

Net international investment position (net IIP) –276 29 0 –4 –251
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CHAPTER 19

European accounts

Introduction

19.01 The process of European integration made it neces-
sary to compile a full set of accounts that reflect the 
European economy as a whole and enable better 
analysis and policy making at the European level. 
European accounts cover the same set of accounts, 
and are based on the same concepts, as the national 
accounts of the Member States.

19.02 This chapter describes the distinguishing features 
of European accounts, that is, the accounts of the 
European Union and of the euro area. European 
accounts require particular attention to be given 
to the definition of resident units, rest of the world 
accounts and the netting of intra-European eco-
nomic transactions (flows) and financial balance 
sheets (stocks).

19.03 The economic territory of the European Union 
consists of:

(a) the economic territories of the Member States 
of the European Union; and

(b) the economic territories of European institutions.

19.04 The economic territory of the euro area consists of:

(a) the economic territories of the Member States 
of the euro area; and

(b) the economic territory of the European Central 
Bank.

From national to european accounts

19.05 European accounts are conceptually not equal to 
the sum of the national accounts of the Member 
States after conversion to a common currency. The 
accounts of resident European institutions need 
to be added. The scope of the concept of residence 
changes when one steps from the national accounts 

of Member States to European accounts. The ways 
in which the reinvested earnings of foreign direct 
investment enterprises or special purpose entities 
are treated are good examples in this context. In 
the national accounts of the Member States, a for-
eign direct investment enterprise may have inves-
tors which are residents of another Member State of 
the European Union/the euro area. The correspond-
ing reinvested earnings are not recorded as such in 
European accounts. Besides, special purpose enti-
ties may need to be reclassified in the same institu-
tional sector as their parent company when the latter 
is resident of another Member State. Finally, cross-
border economic flows and financial stocks between 
European countries need to be reclassified. These 
differences are presented in diagrams 19.1 and 19.2 
assuming, for the sake of simplicity, a European 
area composed of only two Member States: A and B. 
Flows and stocks involving residents and non-resi-
dents are schematically displayed with arrows.

Diagram 19.1 — Aggregation of the national 
accounts of the Member States

When the national accounts of countries A and B are 
aggregated, the aggregated rest of the world accounts 
record intra-flows between countries A and B, and with 
other countries and European institutions.

European institutions

Country A Country B
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Diagram 19.2 — European accounts

The European Union/euro area is considered as a sin-
gle entity: the accounts of European institutions/the 
European Central Bank are included and only transac-
tions of resident units with third countries are recorded in 
the rest of the world accounts.

European institutions

Country A Country B

Conversion of data in different currencies

19.06 In European accounts, the economic flows and the 
stocks of assets and liabilities must be expressed in 
one single monetary standard. For this purpose, 
data recorded in the different national currencies 
are converted into euro by either:

(a) using market exchange rates (or an average 
thereof) prevailing during the time period for 
which the accounts are compiled;

 or

(b) using fixed exchange rates, over the whole time 
period. The fixed rate can be the one prevailing 
at the end of the period, in the beginning, or 
as an average of exchange rates over the whole 
time period. The exchange rate used affects 
the (fixed) weight of a given Member State in 
European aggregates;

 or

(c) calculating an index between consecutive peri-
ods as the weighted average of the growth indi-
ces of the data of each Member State expressed 
in national currency. Weights are constructed 
as the exchange-rate converted share of each 
Member State in the first period of compar-
ison. After a reference period is chosen as a 

benchmark, the chain-linked index can be 
applied to this benchmark to generate levels for 
other periods of observation.

With method (a), the weights of Member States in 
European aggregates are updated according to the 
parities of their respective currencies. European 
aggregates’ levels are therefore up-to-date, at any 
moment in time, but their movements may be 
affected by exchange rate fluctuations. In the case 
of ratios, the impact of exchange rate fluctuations 
on the numerator and denominator may cancel out 
to a large extent.

With method (b), the weights of Member States 
are not updated, which preserves the movements 
of European aggregates from exchange rate fluctu-
ations. However, European aggregates’ levels may 
be influenced by the choice of the (fixed) exchange 
rates that reflect the parities of Member States’ cur-
rencies at a given moment in time.

Method (c) preserves the movements of European 
aggregates from exchange rate fluctuations whereas 
European aggregates’ levels broadly reflect the par-
ities in force for each time period. This is at the 
expense of additivity and other accounting con-
straints. If these are required, they must be restored 
as a last step.

19.07 European accounts can also be calculated by con-
verting data recorded in the different national cur-
rencies into purchasing power standards (PPS). 
Method (a), (b) or (c) set out in paragraph 19.06 
can be used for this purpose replacing exchange 
rates by corresponding purchasing power parities 
(PPPs).

European institutions

19.08 In the ESA, European institutions comprise the 
following entities:

(a) European non-financial institutions: the 
European Parliament, the European Council, 
the Council, the European Commission, the 
Court of Justice of the European Union and the 
European Court of Auditors;

(b) European non-financial bodies, including the 
entities covered by the general budget of the 
European Union (e.g. the Social and Economic 
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Committee, the Committee of the Regions, 
European agencies etc.) and the European 
Development Fund; and

(c) European financial institutions and bod-
ies including notably: the European Central 
Bank, the European Investment Bank and the 
European Investment Fund.

Note that in category (b) European agencies do not 
include agricultural market regulatory agencies 
whose main activity consists in buying and selling 
agricultural products to stabilize prices. The latter 
agencies are considered resident in the Member 
State in which they carry out their activities.

19.09 European non-financial institutions and bodies 
covered by the general budget of the European 
Union form one institutional unit which princi-
pally provides non-market government services 
for the benefit of the European Union. It is thus 
classified in the ‘European institutions and bod-
ies’ subsector (S.1315)1 of the ‘general government’ 
sector (S.13).

19.10 As long as its budget is not adopted as a part of 
the general budget of the European Union, the 
European Development Fund forms a separate 
institutional unit classified in the ‘European insti-
tutions and bodies’ subsector (S.1315) of the ‘gen-
eral government’ sector (S.13).

19.11 The European Central Bank is an institutional unit 
classified in the ‘central bank’ subsector (S.121) of 
the ‘financial corporations’ sector (S.12).

19.12 The European Investment Bank and the European 
Investment Fund are separate institutional units 
classified in the ‘other financial intermediaries, 
except insurance corporations and pension funds’ 
subsector (S.125) of the ‘financial corporations’ 
sector (S.12).

19.13 The economic territory of the European insti-
tutions includes the territorial enclaves that are 
located in the Member States of the European 
Union or in non-EU countries, such as representa-
tions, delegations, offices, etc.

1 This code is specific to European accounts. It is not mentioned in Chapter 23, 
‘Classifications’, as Chapter 23 presents the codes to be used in the national 
accounts of the Member States whereas European institutions are recorded in the 
rest of the world sector.

19.14 The main transactions of European institutions are 
recorded in resources and uses as described in the 
Annex.

The rest of the world account

19.15 In European accounts, the rest of the world 
accounts record the economic flows and the finan-
cial stocks of assets and liabilities between the res-
ident units of the European Union/the euro area 
and non-resident units. Hence, European rest of 
the world accounts exclude transactions taking 
place within the European Union/the euro area. 
The flows taking place within the EU/euro area 
are called ‘intra-flows’ and the financial positions 
between residents of the EU/euro area are called 
‘intra-stocks’.

19.16 Imports and exports of goods include quasi-transit 
trade, that is:

(a) goods imported from third countries into a 
Member State of the European Union/euro 
area by an entity which is not considered to 
be an institutional unit and then dispatched to 
another Member State of the European Union/
euro area; and

(b) goods arriving from a Member State of the 
European Union/euro area which are then 
exported to third countries by an entity which 
is not considered to be an institutional unit.

Exports of goods shall be valued FOB at the border 
of the European Union/the euro area.

For goods in quasi-transit to be exported, transpor-
tation and distribution costs within the European 
Union/the euro area shall be considered as out-
put of transportation services if the carrier is res-
ident in the European Union/the euro area and as 
imports of transportation services if it is not.

19.17 In European accounts, merchanting includes only 
the purchase of goods by a resident of the European 
Union/the euro area from a non-resident with 
the subsequent resale of the same goods to a non-
resident without the goods being present in the 
European Union/the euro area. It is recorded first 
as a negative export of goods and then as a positive 
export of goods, with any timing differences between 
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the purchase and sale being recorded as changes in 
inventories (see paragraphs 18.41 and 18.60).

Where a merchant who is a resident of the 
European Union/euro area buys goods from a 
non-resident and then sells them to a resident of 
another Member State, the purchase is recorded 
as negative exports in the national accounts of the 
Member State of the merchant but as imports in 
European accounts.

19.18 A foreign direct investment enterprise is a resi-
dent of the European Union/the euro area where 
an investor which is not a resident owns 10 per cent 
or more of the ordinary shares or voting power (for 
an incorporated enterprise) or the equivalent (for 
an unincorporated enterprise).

In the national accounts of the Member States, a 
foreign direct investment enterprise may have 
investors who are resident in another Member State 
of the European Union/the euro area. The corre-
sponding reinvested earnings are not recorded as 
such in European accounts.

Balancing of transactions

19.19 One method to compile the European rest of the 
world accounts consists of withdrawing intra-
European flows, on both the resources and uses 
sides, from the rest of the world accounts of the 
Member States. Although these mirror flows 
should balance in theory, they generally do not do 
so in practice because of the asymmetrical record-
ing of the same transaction in the national accounts 
of the counterparties.

19.20 Asymmetries create a mismatch, in European 
accounts, between the total economy and rest of 
the world accounts. The compilation of European 
accounts therefore requires reconciliation of the 
accounts. This is achieved by reconciliation meth-
ods such as minimum least squares or proportional 
allocation. In the case of goods, intra-Union trade 
statistics may be used to allocate asymmetries by 
expenditure category.

19.21 The removal of asymmetries and subsequent bal-
ancing of the accounts causes further differences 
between European aggregates and the sum of the 
national accounts of the Member States.

Price and volume measures

19.22 European non-financial accounts at the prices of 
the previous year can be compiled, for transac-
tions in goods and services, using a similar meth-
odology as for European accounts at current 
prices. First, the accounts of the Member States 
and European institutions/the European Central 
Bank, compiled at the prices of the previous year, 
are aggregated. Second, cross-border transactions 
among Member States, valued at the prices of the 
previous year, are eliminated from the rest of the 
world accounts. Third, the resulting discrepancies 
between resources and uses are eliminated using 
the method chosen to balance European transac-
tions at current prices.

19.23 European accounts at the prices of the previ-
ous year allow the calculation of volume indices 
between the current time period and the previous 
year. After a reference period is chosen as a bench-
mark, volume indices can be chain linked and then 
applied to the European accounts at current prices 
of the benchmark year. This generates European 
accounts in volume for any period of observation. 
The series obtained in this way are not additive. 
If additivity and other accounting constraints are 
required for measures in volume terms for specific 
purposes, these must be restored as a last step in 
order to obtain additive adjusted series.

Balance sheets

19.24 In European accounts, financial balance sheets 
can be compiled using a similar treatment as for 
transactions:

(a) the financial balance sheets of the Member 
States are complemented by stocks of assets 
held and liabilities assumed by European insti-
tutions which are resident of the European 
Union/euro area;

(b) stocks of financial assets of a resident of the 
European Union/euro area held by another 
resident (intra-stocks) are withdrawn from the 
national rest of the world accounts; and

(c) imbalances created by the mismatch between 
intra-stocks of financial assets and the 
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corresponding liabilities are allocated to the 
different sectors through balancing.

19.25 In European accounts, non-financial balance 
sheets can be compiled as the sum of the non-
financial balance sheets of the Member States of the 
European Union/euro area.

‘From whom-to-whom’ matrices

19.26 ’From whom-to-whom’ matrices detail the eco-
nomic transactions (respectively holdings of finan-
cial assets) between institutional sectors. In the 
national accounts of the Member States, these 
matrices map in detail the transactions/finan-
cial assets between sectors of origin/creditor and 

destination/debtor, as well as between domestic 
sectors and the rest of the world.

19.27 In European accounts, ‘from whom-to-whom’ 
matrices can be compiled by aggregation of the 
national matrices and reclassification of intra-
European flows and stocks as resident flows and 
stocks. For this purpose, a distinction is then to be 
made in these national matrices between transac-
tions, and the holding of financial assets, vis-à-vis 
the resident units of the European Union/the euro 
area and the non-residents in the rest of the world 
account. Moreover, flows and stocks vis-à-vis the 
residents units of the European Union/the euro 
area need to be further distinguished by counter-
part sectors.

Annex 19.1

The accounts of european institutions

Resources

19.28 The main resources of European non-financial 
institutions and bodies include the following:

(a) customs and agricultural duties;

(b) production charges on producers of sugar, iso-
glucose and inulin syrup;

(c) the value added tax resource; and

(d) The gross national income (GNI) resource.

19.29 In the accounts of European institutions, these 
flows are recorded as resources of the ‘European 
institutions and bodies’ subsector (S.1315) and as 
uses of the rest of the world (S.211).

19.30 Customs and agricultural duties are levied at the 
external frontiers of the European Union under the 
common customs tariff. They are classified as ‘taxes 
and duties on imports excluding VAT’ (D.212) and 
include collection costs.

19.31 Production charges are levied on the sugar, isoglu-
cose and inulin syrup quotas held by the produc-
ers. They are classified as ‘taxes on products, except 

VAT and import taxes’ (D.214) and include collec-
tion costs.

19.32 A fixed share of the amounts collected under 
points (a) and (b) of paragraph 19.28 is retained by 
Member States as collection costs. This share was 
25 % in 2009. In the accounts of European insti-
tutions, these collection costs are recorded, on the 
uses side, as ‘intermediate consumption’ (P.2) of 
the ‘European institutions and bodies’ subsector 
(S.1315). On the resources side, they are recorded 
as ‘imports of services’ (P.72) in the rest of the 
world accounts (S.211).

19.33 The value added tax resource is calculated by 
applying a fixed percentage rate, known as the 
VAT rate of call, to the harmonised VAT assess-
ment base of each Member State. The VAT base is 
capped in relation to gross national income. The 
capping of the VAT base means that, if the VAT 
base of a Member State exceeds a given percentage 
of this Member State’s GNI assessment base, then 
the VAT rate of call is not applied to the VAT base 
but to the latter percentage of the GNI assessment 
base. The value added tax resource includes pay-
ments for the current year as well as balances from 
previous years, corresponding to revisions of past 
VAT bases, when they are due to be paid. The value 
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added tax resource is classified as ‘VAT- and GNI-
based EU own resources’ (D.76).

19.34 The gross national income resource is a residual 
contribution to the budget of the European insti-
tutions which is assessed on the levels of gross 
national income of each Member State. It is clas-
sified as ‘VAT- and GNI-based EU own resources’ 
(D.76) and includes reimbursements as well as the 
balancing payments for previous years. The cor-
rection of budgetary imbalances paid by the other 
Member States to the countries concerned is also 
recorded under D.76, as resources and uses of the 
rest of the world (S.211).

19.35 The contributions of Member States to the 
European Development Fund are classified as ‘cur-
rent international cooperation’ (D.74).

19.36 The Member States subscriptions to the paid-
in capital of the European Investment Bank, the 
European Investment Fund and the European 
Central Bank are recorded in the financial accounts 
as ‘other equity’ (F.519). They are recorded as 
changes in assets of the rest of the world (S.211) 
and changes in liabilities of the ‘other financial 
intermediaries, except insurance corporations 
and pension funds’ (S.125)/’central bank’ (S.121) 
subsectors.

19.37 Interests payable on loans granted by the European 
Investment Bank, after deduction of financial inter-
mediation services indirectly measured (FISIM), 
are classified as ‘interest’ (D.41). In the accounts 
of European institutions, they are recorded as uses 
of the rest of the world (S.2) and resources of the 
‘other financial intermediaries, except insurance 
corporations and pension funds’ (S.125).

19.38 Interests payable on loans granted by the European 
Central Bank are classified as ‘interest’ (D.41). In 
the accounts of European institutions, they are 
recorded as uses of the rest of the world (S.2111) and 
resources of the ‘central bank’ (S.121) subsector.

Uses

19.39 Payments made by European non-financial insti-
tutions and bodies consist of the following:

(a) transactions related to their activities as non-
market producers, mainly: ‘intermediate 

consumption’ (P.2), ‘gross fixed capital forma-
tion’ (P.51) and ‘compensation of employees’ 
(D.1);

(b) distributive transactions related to the trans-
fers from European institutions to Member 
States. They take mainly the form of ‘subsidies 
on products’ (D.31), ‘other subsidies on pro-
duction’ (D.39), ‘current international coop-
eration’ (D.74), ‘other miscellaneous current 
transfers’ (D.759), ‘investment grants’ (D.92) 
and ‘other capital transfers’ (D.99); and

(c) payments of the European Development Fund 
to third countries which are classified as ‘cur-
rent international cooperation’ (D.74).

19.40 The accounts of European institutions record the 
payments made by European non-financial insti-
tutions and bodies as uses of the ‘European institu-
tions and bodies’ subsector (S.1315) and resources 
of the rest of the world (S.211 or S.22).

19.41 Payments made by European non-financial insti-
tutions and bodies are generally recorded on the 
basis of the expenditure statements provided by the 
Member States. Advance and ex-post payments are 
recorded in the financial accounts of the European 
institutions as ‘other accounts receivable/payable, 
excluding trade credits and advances’ (F.89).

19.42 Payments made by European financial institutions 
and bodies consist of the following:

(a) transactions related to their activities as market 
producers of financial services, mainly: ‘inter-
mediate consumption’ (P.2), ‘gross fixed cap-
ital formation’ (P.51) and ‘compensation of 
employees’ (D.1);

(b) interest payments (D.41).

As the subscriptions of Member States to the cap-
ital of the European Investment Bank are not con-
sidered as foreign direct investment, there is no 
imputed flow of reinvested earnings (D.43) to be 
recorded in its accounts.

19.43 The accounts of European institutions record the 
payments made by European financial institutions 
and bodies as uses of the ‘other financial interme-
diaries, except insurance corporations and pension 
funds’ (S.125) subsector and resources of the rest of 
the world (S.211 or S.22).
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Consolidation

19.44 In European accounts, flows between Member 
States and European institutions are normally 
not consolidated, among resources and uses, 
within the ‘general government’ sector (S.13). 
However, in the case of ‘current international 

cooperation’ (D.74), the payments of Member 
States to the European institutions to finance, 
e.g. the European Development Fund, are con-
solidated and recorded, in European accounts, as 
uses of national ‘central government (excluding 
social security)’ (S.1311) and resources of the rest 
of the world (S.22).
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CHAPTER 20

The government accounts

Introduction

20.01 The activities of government are presented sep-
arately from those of the rest of the economy 
because the powers, motivation, and functions of 
government are different from those of other sec-
tors. This Chapter presents general government 
sector accounts and a government finance statistics 
(GFS) presentation that gives an integrated pic-
ture of government economic activities: revenue, 
expenditure, deficit/surplus, financing, other eco-
nomic flows and balance sheet.

20.02 Governments have powers to raise taxes and 
other compulsory levies and to pass laws affect-
ing the behaviour of economic units. The prin-
cipal economic functions of government are as 
follows:

(a) to provide goods and services to the commu-
nity, either for collective consumption such 
as public administration, defence, and law 
enforcement, or individual consumption such 
as education, health, recreation and cultural 
services, and to finance their provision out of 
taxation or other incomes;

(b) to redistribute income and wealth by means 
of transfer payments such as taxes and social 
benefits;

(c) to engage in other types of non-market 
production.

20.03 The GFS presentation of general government 
economic activities presents the usual sequence 
of accounts in a manner that is more suitable for 
government finance analysts and policymakers. 
The GFS presentation uses aggregates and bal-
ancing items defined in terms of the ESA con-
cepts, definitions, classifications, and account-
ing rules so that they are measured consistently 
with other macroeconomic variables, and with 

the same measures in other countries. Items 
such as saving and net lending/net borrowing 
are already available in the sequence of accounts. 
Other items, such as total revenue, total expend-
iture, the tax burden and total debt, are not 
shown explicitly.

20.04 Additional rules on some more difficult issues of 
classification and measurement for the general gov-
ernment sector are given in the section ‘Accounting 
issues relating to general government’.

Defining the general government 
sector

20.05 The general government sector (S.13) consists of 
all government units and all non-market non-
profit institutions (NPIs) that are controlled by 
government units. It also comprises other non-
market producers as identified in paragraphs 
20.18 to 20.39.

20.06 Government units are legal entities established by 
political process which have legislative, judicial or 
executive authority over other institutional units 
within a given area. Their principal function is to 
provide goods and services to the community and 
to households on a non-market basis and to redis-
tribute income and wealth.

20.07 A government unit usually has the author-
ity to raise funds through compulsory transfers 
from other institutional units. In order to sat-
isfy the basic requirements of an institutional 
unit, a government unit must have funds of its 
own either raised by income from other units 
or received as transfers from other government 
units, and must have the authority to disburse 
such funds in the pursuit of its policy objectives. 
It must also be able to borrow funds on its own 
account.
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Identification of units in the government

Government units

20.08 In all countries, there is a core entity, notably inside 
the central government that exercises national 
executive, legislative and judiciary powers. Its rev-
enues and expenditures are directly regulated and 
controlled by a Ministry of Finance, or its equiva-
lent, by means of a general budget approved by the 
legislature. Despite its size and diversity, this entity 
is usually a single institutional unit. Ministerial 
departments, agencies, boards, commissions, judi-
cial authorities, and legislative bodies are part of 
this core central government unit. The separate 
ministries within it are not recognised as separate 
institutional units as they do not have the authority 
to own assets, incur liabilities, or engage in transac-
tions in their own right.

20.09 General government subsectors such as state and 
local governments can include such primary core 
government units as described in paragraph 20.08, 
each related to a given level of government and 
geographic area.

20.10 In addition to this primary unit, there are gov-
ernment entities with separate legal identities and 
substantial autonomy, including discretion over 
the volume and composition of their expenditures 
and a direct source of revenue, such as earmarked 
taxes. Such entities are often established to carry 
out specific functions, such as road construction 
or the non-market production of health, educa-
tion or research services. These entities are con-
sidered to be separate government units where 
they maintain full sets of accounts, own goods or 
assets in their own right, engage in non-market 
activities for which they are held accountable at 
law, and are able to incur liabilities and enter into 
contracts. Such entities (together with non-profit 
institutions controlled by government) are known 
as ‘extra-budgetary units’ because they have sep-
arate budgets, receive substantial transfers from 
the main budget, and their primary sources of 
finance are supplemented with own sources of 
revenue that fall outside the main budget. These 
extra-budgetary units are classified to the general 
government sector unless they are predominantly 
market producers controlled by another govern-
ment unit.

20.11 The general budget of any government level can 
include unincorporated enterprises that are mar-
ket producers and quasi-corporations. If they qual-
ify as institutional units, such enterprises are not 
considered to be part of general government, but 
classified to the non-financial or financial corpora-
tions sector.

20.12 Social security funds are government units devoted 
to the operation of social security schemes. Social 
security schemes are social insurance schemes 
covering all or a large part of the community as a 
whole, which are imposed and controlled by gov-
ernment. A social security fund is an institutional 
unit if it is organised separately from the other 
activities of government units, holds its assets and 
liabilities separately, and engages in financial trans-
actions on its own account.

NPIs classified to the general government sector

20.13 Non-profit institutions (NPIs) that are non-market 
producers and are controlled by government units 
are units of the general government sector.

20.14 Governments may choose to use some NPIs rather 
than government agencies to carry out government 
policies because they are seen as more detached, 
objective, and less subject to political pressures. 
For example, research and development and the 
setting and maintenance of standards in fields such 
as health, safety, the environment, and education 
are areas in which NPIs may be more effective than 
government agencies.

20.15 Control of a NPI is defined as the ability to deter-
mine the general policy or programme of the NPI. 
Public intervention in the form of general regula-
tions applicable to all units working in the same 
activity is irrelevant when deciding whether the 
government holds control over an individual unit. 
To determine whether a NPI is controlled by the 
government, the following five indicators of con-
trol should be considered:

(a) the appointment of officers;

(b) other provisions of the enabling instrument, 
such as the obligations in the statute of the 
NPI;

(c) contractual agreements;
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(d) degree of financing;

(e) risk exposure.

A single indicator can be sufficient to establish con-
trol. However, if a NPI that is mainly financed by 
government remains able to determine its policy or 
programme to a significant extent along the lines 
mentioned in the other indicators, then it would 
not be considered as being controlled by govern-
ment. In most cases, a number of indicators will 
collectively indicate control. A decision based on 
these indicators will be judgmental in nature.

20.16 The non-market characteristic of an NPI is deter-
mined in the same way as for other units of general 
government.

Other units of general government

20.17 It can be difficult to decide on the classification of 
producers of goods and services that operate under 
the influence of government units. The alternatives 
are to classify them as general government or, if they 
qualify as institutional units, as public corporations. 
For such cases, the following decision tree is used. 

Diagram 20.1 — Decision tree

Part of the controlling unitIs the entity an institutional 
unit?

Is the unit controlled by 
government?

Is the unit a non market 
producer?

Unit is part of general 
government

Unit is classified to
the private sectors

Unit is classified as a public 
corporation

yes

yes

yes

no

no

no

Public control

20.18 Control over an entity is the ability to determine 
the general policy or programme of that entity. In 

order to determine the existence of control by gov-
ernment, the criteria used are those used for corpo-
rations liable to be public corporations, as set out 
in paragraph 2.32.
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Market/non-market delineation

Notion of economically significant prices

20.19 Non-market producers provide all or most 
of their output to others free of charge or at 
prices that are not economically significant. 
Economically significant prices are prices which 
have a substantial influence on the amounts of 
products producers are willing to supply and on 
the amounts of products that purchasers wish to 
acquire. It is the criterion that is used to classify 
output and producers as market or non-market, 
thus deciding whether an institutional unit in 
which government has a controlling interest is 
to be designated as a non-market producer and 
so classified in the general government sector, or 
as a market producer and so classified as a pub-
lic corporation.

20.20 Whereas the assessment of whether a price is eco-
nomically significant is carried out at the level of 
each individual output, the criterion determin-
ing the market/non-market character of a unit is 
applied at the level of the unit.

20.21 When the producers are private corporations, 
it can be presumed that prices are economi-
cally significant. By contrast, when there is pub-
lic control, a unit’s prices may be established or 
modified for public policy purposes, which may 
cause difficulties in determining whether the 
prices are economically significant. Public cor-
porations are often established by government 
to provide goods and services that the market 
would not produce in the quantities or at the 
prices to meet government policy. For such pub-
lic units enjoying government support, the sales 
may cover a large part of their costs, but they will 
respond to market forces differently from pri-
vate corporations.

20.22 To analyse the difference between a market and 
a non-market producer, in relation to changes in 
market conditions, it is useful to specify which 
units are the consumers of the goods and ser-
vices in question and whether the producer 
actually competes on the market or is the only 
supplier.

Criteria of the purchaser of the output of a public 
producer

The output is sold primarily to corporations 
and households.

20.23 Economically significant prices normally result 
when two major conditions are fulfilled:

(1) the producer has an incentive to adjust sup-
ply either with the goal of making a profit in 
the long run or, at a minimum, covering capi-
tal and other production costs, including con-
sumption of fixed capital, by sales; and

(2) consumers are free to choose on the basis of the 
prices charged.

The output is sold only to government.

20.24 Some services are typically required as ancillary ser-
vices. They include activities such as transportation, 
financing and investment, purchasing, sales, mar-
keting, computer services, communications, clean-
ing, and maintenance. A unit that provides this type 
of services exclusively to its parent unit or to other 
units in the same group of units is an ancillary unit. 
It is not a separate institutional unit and is classified 
with its parent unit. Ancillary units provide all of 
their output to their owners for use as intermediate 
consumption or gross fixed capital formation.

20.25 If a public producer sells only to government and 
is the only supplier of its services, it is presumed to 
be a non-market producer unless it competes with 
a private producer. A typical case is tendering for 
a contract with government on commercial terms 
and therefore government payments are only for 
services delivered.

20.26 If a public producer is one of several suppliers to 
government, it is considered a market producer 
if it competes with other producers on the mar-
ket and its prices satisfy the general criteria to be 
economically significant, as defined in paragraphs 
20.19 to 20.22.

The output is sold to government and others.

20.27 If a public producer is the only supplier of its ser-
vices, it is presumed to be a market producer if its 
sales to non-government units are more than half 
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of its total output or its sales to government fulfils 
the tendering condition of paragraph 20.25.

20.28 If there are several suppliers, a public producer is 
a market producer if it competes with the other 
producers through tendering for a contract with 
government.

The market/non-market test

20.29 The sector classification of core government units, 
engaged in the provision of goods and services on 
a non-market basis and/or in the redistribution of 
income and wealth, is straightforward.

For other producers that operate under the control 
of government, an assessment of their activity and 
resources is necessary. In order to decide if they are 
market units, and charge economically significant 
prices, the criteria as set out in paragraphs 20.19 
to 20.28 are to be checked. In summary the condi-
tions are as follows:

(a) the producer is an institutional unit (a neces-
sary condition; see also the decision tree in par-
agraph 20.17);

(b) the producer is not a dedicated provider of 
ancillary services;

(c) the producer is not the only supplier of goods 
and services to government, or, where that pro-
ducer is, it has competitors; and

(d) the producer has an incentive to adjust supply 
to undertake a viable profit-making activity, to 
be able to operate in market conditions and to 
meet its financial obligations.

The ability to undertake a market activity will be 
checked notably through the usual quantitative cri-
terion (the 50 % criterion), using the ratio of sales 
to production costs (as defined in paragraphs 20.30 
and 20.31). To be a market producer, the public 
unit shall cover at least 50 % of its costs by its sales 
over a sustained multi-year period.

20.30 For the market/non-market test, sales of goods 
and services correspond to sales receipts, in other 
words to the market output (P.11) increased by 
payments for non-market output (P.131), if any. 
Own-account production is not considered as 
part of sales in this context. Sales exclude also all 

payments received from government unless they 
are granted to other producers undertaking the 
same activity.

20.31 Production costs are the sum of intermediate con-
sumption, compensation of employees, consump-
tion of fixed capital and other taxes on production. 
For the purpose of the market/non-market test, 
production costs are increased by the net interest 
charge and decreased by the value of any imputed 
production, notably own-account production. 
Subsidies on production are not deducted.

Financial intermediation and the government 
boundary

20.32 The case of units engaged in financial activities 
needs special consideration. Financial intermedia-
tion is the activity in which units acquire financial 
assets and at the same time incur liabilities on their 
own account by engaging in financial transactions.

20.33 A financial intermediary places itself at risk by 
incurring liabilities on its own account. For 
instance, if a public financial unit manages assets 
but does not place itself at risk by incurring liabil-
ities on its own account, it is not a financial inter-
mediary and the unit is classified in the general 
government sector rather than in the financial cor-
porations sector.

20.34 Applying the quantitative criterion of the market/
non-market test to public corporations involved in 
financial intermediation or in managing assets is 
generally not relevant, because their earnings arise 
from both property income and holding gains.

Borderline cases

Public head offices

20.35 Public head offices are entities whose main func-
tion is to control and direct a group of subsidiaries 
under the control of a government unit. Two cases 
are distinguished.

(a) To the extent that the public head office is an 
institutional unit and is engaged in the man-
agement of market producers, it is classified 
according to the main activity of the group, in 
sector S.11 if the main activity is to produce 
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goods and non-financial services, or in sector 
S.12 if it produces mainly financial services (see 
also paragraphs 2.23 and 2.59).

(b) If the public head office is not an institutional 
unit, and so sometimes known as a ‘shell’, or 
acts as a government agent for public policy 
purposes, such as channelling funds amongst 
subsidiaries, and organising privatisation or 
defeasance, it is classified to the general gov-
ernment sector.

20.36 The term ‘public head office’ used here covers units 
which are also known under the label of ‘public 
holding companies’.

20.37 Subsidiaries forming part of the group, engaged in 
production and keeping a full set of accounts, are 
deemed to be institutional units even if they have 
partially surrendered some of their autonomy of 
decision to the central body (see paragraph 2.13). 
The market/non-market test is applied to individ-
ual units. It may thus happen that one subsidiary, 
but not others, is recognised as non-market and 
classified to the general government sector.

Pension funds

20.38 Employers’ pension schemes are arrangements 
set up to provide retirement benefits to partici-
pants, based on a contractual employer-employee 
relationship. They include funded, unfunded, and 
partly funded schemes.

20.39 A defined-contribution funded scheme, estab-
lished by a government unit, is not treated as a 
social security scheme, where there is no gov-
ernment guarantee on the level of pensions due, 
and the level of pensions is uncertain because it 
depends on asset performance. As a consequence, 
the unit identified as managing the scheme — as 
well as the fund itself, if it is a separate institutional 
unit — is considered a financial corporation, clas-
sified in the insurance corporations and pension 
funds subsector.

Quasi-corporations

20.40 Quasi-corporations are unincorporated enter-
prises that function as if they were corporations. 
Quasi-corporations are treated as corporations: 
that is, as separate institutional units from the 

units to which they belong in recognition of 
their distinct economic and financial behaviour. 
Thus, market establishments controlled by gov-
ernment units and recognised as public quasi-
corporations are grouped with corporations 
in the non-financial or financial corporations 
sectors.

20.41 A government establishment or a group of estab-
lishments engaged in the same kind of production 
under common management is treated as a public 
quasi-corporation if:

(a) it charges prices for its outputs that are eco-
nomically significant;

(b) it is deemed to have autonomy of decision; and

(c) a complete set of accounts exists that enables its 
operating balances, savings, assets and liabili-
ties to be separately identified and measured, or 
it is possible to construct such a complete set of 
accounts.

20.42 The amount of income withdrawn from a quasi-
corporation during a given accounting period 
is decided by the owner. Such a withdrawal is 
equiva lent to the payment of a dividend by a 
corpor ation to its shareholders. Given the amount 
of the income withdrawn, the amount of earnings 
retained within the quasi-corporation is deter-
mined. The owner may invest more capital in the 
enterprise or withdraw capital from it by dispos-
ing of some of its assets, and such flows of capi-
tal shall also be identifiable in the accounts when-
ever they occur. Investment and property income 
flows in the quasi-corporation are recorded in the 
same way as similar flows in corporations. In par-
ticular, investment grants are recorded as capital 
transfers.

20.43 The producer entities that are not treated as quasi-
corporations remain integrated with the govern-
ment units that own them. While units of gov-
ernment consist largely of non-market producers, 
market establishments can exist within a govern-
ment unit. The sales of these market establishments 
are in addition to incidental sales, which are sec-
ondary output sold by non-market establishments 
at economically significant prices. As a result, a 
non-zero net operating surplus is possible for a 
government unit: the net operating surplus gener-
ated by market establishments.
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Restructuring agencies

20.44 Some public units are involved in the restruc-
turing of corporations. Such corporations may 
or may not be controlled by government. The 
restructuring agencies may be long-standing pub-
lic units or agencies created for this special pur-
pose. Government funds the restructuring in vari-
ous ways, either directly through capital injections 
such as capital transfers, loans or acquisition of 
equity, or indirectly, through granting guarantees. 
The major criteria determining sector classification 
of restructuring agencies are whether such entities 
are financial intermediaries, the market character 
of the main activity and the degree of risk assumed 
by the public agency. In many cases, the degree of 
risk taken by the restructuring agency is low due 
to the fact that it acts with public financial support 
and on behalf of the government. Restructuring 
agencies can handle privatisation or defeasance.

Privatisation agencies

20.45 The first type of restructuring agency manages pri-
vatisation of public sector units. There are two cases.

(a) The restructuring unit, whatever its legal sta-
tus, acts as a direct agent of the government or 
has a limited lifespan. Its main function is to 
redistribute national income and wealth, chan-
nelling funds from one unit to the other. The 
restructuring unit is classified in the general 
government sector.

(b) The restructuring unit is a holding company 
controlling and managing a group of subsidiar-
ies, and only a minor part of its activity is dedi-
cated to conducting privatisation and channel-
ling funds from one subsidiary to the other on 
behalf of the government and for public pol-
icy purposes. The unit is classified as a corpor-
ation, and any transactions made on behalf of 
the government should be rerouted through 
the general government.

Defeasances structures

20.46 The second type of restructuring agency deals 
with impaired assets, and may be set up in a bank-
ing or other financial crisis. Such agencies are 
referred to as defeasance structures or ‘bad banks’. 

A restructuring agency shall be classified accord-
ing to the degree of risk it assumes, considering the 
degree of financial support of the government.

In the most common case, the restructuring agency 
purchases assets above market prices with the 
direct or indirect financial support of government. 
Its activities result in redistribution of national 
income and wealth. If the defeasance structure 
does not place itself at risk, it is classified to the 
general government sector.

Special purpose entities

20.47 Special purpose entities (SPEs), also called special 
purpose vehicles (SPVs), may be set up for finan-
cial convenience by governments or by private 
en tities. The SPE may be involved in fiscal opera-
tions, including securitisation of assets, borrowing 
on behalf of government, etc. Such SPEs are not sep-
arate institutional units when resident. These enti-
ties are classified according to the principal activity 
of the owner, and SPEs performing fiscal operations 
are classified to the general government sector.

20.48 Non-resident SPEs are recognised as separate 
institutional units. All flows and stock positions 
between the general government and the non-
resident SPE are recorded in the general govern-
ment and SPE accounts. In addition, when such 
non-resident SPEs undertake government bor-
rowing or incur government outlays abroad, even 
when there are no flows recorded between the gov-
ernment and the SPE related to those fiscal activ-
ities, transactions are imputed in the accounts of 
both the government and the non-resident entity 
to reflect the fiscal activities of the government. If a 
non-resident SPE engages in a securitisation oper-
ation without a sale of asset, the operation is con-
sidered to be a borrowing transaction of the gov-
ernment. The economic substance of this transac-
tion is accounted for by imputing general govern-
ment borrowing from the non-resident SPE for the 
same value and at the same time the SPE incurs a 
liability to the foreign creditor.

Joint ventures

20.49 Many public units enter into arrangements with 
private entities or other public units to undertake a 
variety of activities jointly. The activities can result 
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in market or non-market output. Joint operations 
can be structured broadly as one of three types: 
jointly controlled units, referred to here as joint 
ventures; jointly controlled operations; and jointly 
controlled assets.

20.50 A joint venture requires the establishment of a cor-
poration, partnership or other institutional unit in 
which each party has joint control over the activi-
ties of the unit. As an institutional unit, the joint 
venture may enter into contracts in its own name 
and raise finance for its own purposes. A joint ven-
ture maintains its own accounting records.

20.51 Normally, the percentage of ownership will be suf-
ficient to determine control. If each owner owns 
an equal percentage of the joint venture, the other 
indicators of control must be considered.

20.52 Public units can also enter into joint operating 
arrangements that are not run by separate institu-
tional units. In this case, there are no units requir-
ing classification, but care must be taken to ensure 
that the ownership of assets is recorded correctly 
and sharing arrangements of revenues and expense 
are made in accordance with the provisions of the 
governing contract. For example, two units may 
agree to be responsible for different stages of a joint 
production process or one unit may own an asset 
or a complex of related assets but both units agree 
to share revenues and expenses.

Market regulatory agencies

20.53 Public agencies acting in the field of agriculture 
engage in two types of activity:

(a) either to buy, hold and sell agricultural and 
other food products on the market; or

(b) to be exclusively or principally a distributor of 
subsidies or other transfers to producers.

In the first case, given that it acts as a market pro-
ducer, the institutional unit is classified in the non-
financial corporations sector (S.11). In the second 
case, the institutional unit is classified in the gen-
eral government sector (S.13).

20.54 Where the market regulatory agency performs 
both activities described in paragraph 20.53, it 
is split into two institutional units, according to 
the principal activity, one being classified in the 

non-financial corporations sector (S.11), the other 
in the general government sector (S.13). In the case 
where it would be difficult to split the agency in this 
way, a convention is to adapt the usual sector clas-
sification test applying a ‘principal activity’ criter-
ion on the basis of costs. If the costs of the unit 
are very significantly linked to the market manag-
ing activity, the unit is classified in the non-finan-
cial corporations sector. An 80 % threshold of costs 
to sales ratio is recommended. If the costs to sales 
ratio linked to the regulatory activity are less than 
this threshold, the unit is classified in the general 
government sector (S.13).

Supranational authorities

20.55 Some countries are part of an institutional agree-
ment whereby the countries form part of a supra-
national authority. Normally such an arrange-
ment implies monetary transfers from the mem-
ber countries to the supranational authority and 
the reverse. The supranational authority will also 
engage in non-market production. In the national 
accounts of the member countries, the supra-
national authorities are non-resident institutional 
units that are classified to a specific subsector of the 
rest of the world.

The subsectors of general government

20.56 Depending on the administrative and legal arrange-
ments, there is generally more than one level of 
government within a country. In Chapter 2, three 
levels of government are specified: central, state (or 
regional) and local, with a subsector for each level. 
In addition to these levels of government, the exist-
ence and size of social security and its role in fis-
cal policy require that statistics for all social secu-
rity units be compiled as a fourth separate subsec-
tor of general government. Not all countries have 
all levels; some may have only a central govern-
ment or a central government and one lower level. 
In countries that have more than three levels, the 
various units should all be classified to one of the 
levels above.

Central government

20.57 The central government (excluding social secur-
ity) subsector (S.1311) consists of all government 
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units having a national sphere of competence, with 
the exception of social security units. The polit-
ical authority of a country’s central government 
extends over the entire territory of the country. The 
central government can impose taxes on all resi-
dent institutional units and on non-resident units 
engaged in economic activities within the coun-
try. Central government typically is responsible for 
providing collective services for the benefit of the 
community as a whole, such as national defence, 
relations with other countries, public order and 
safety, and for regulating the social and economic 
system of the country. In addition, it may incur 
expenditure on the provision of services, such as 
education or health, primarily for the benefit of 
individual households, and it may make transfers 
to other institutional units, including other levels 
of government.

20.58 The compilation of statistics for central government 
is important because of the special role it plays in 
economic policy analysis. It is mainly through cen-
tral government that fiscal policy impacts on infla-
tionary or deflationary pressures within the econ-
omy. It is generally at the central government level 
that a decision-making body formulates and car-
ries out policies directed toward nationwide eco-
nomic objectives.

20.59 The central government subsector is a large and 
complex subsector in most countries. It is gener-
ally composed of a central group of departments 
or ministries that make up a single institutional 
unit plus miscellaneous bodies operating under the 
control of the central government with a separate 
legal identity and enough autonomy to form add-
itional central government units.

20.60 The main central group or primary central govern-
ment is sometimes called budgetary central gov-
ernment emphasising the fact that an essential of 
its key reporting statement is the ‘budget’. This sug-
gests that the budget provides an implicit delimi-
tation of this underlying institutional unit of cen-
tral government. It is sometimes called the ‘State’, 
which should not be confused with the notion of 
state government such as provinces, Länder, can-
tons, republics, prefectures, or administrative 
regions in a federal system of government. When 
drawing up the complete sequence of accounts for 
budgetary central government, it is often appro-
priate to include the activities of extra-budgetary 

funds, when they are not institutional units, and 
generally all treasury operations not reported in 
the budget.

20.61 The other component of central government con-
sists of other central government bodies, also called 
extra-budgetary units, which comprise extra-
budgetary agencies or entities that qualify as insti-
tutional units, non-market public enterprises with 
legal status and non-market public controlled NPI.

20.62 Central government can be partitioned into two 
components: budgetary central government and 
other central government bodies. This partition is a 
matter of judgment and can be influenced by prac-
tical considerations. An important criterion is the 
institutional coverage of the ‘budget’. However, the 
exact composition should be precisely known and 
agreed between compilers at the national level, to 
reinforce the consistency of source data. The ability 
to draw a complete sequence of accounts for these 
two ‘subsectors’ of central government is import-
ant in assessing the quality of the data.

State government

20.63 The state government (excluding social security) 
subsector (S.1312) consists of all government units 
in a federal system of government having a state 
or regional sphere of competence, with the pos-
sible exception of social security units. A state is 
the largest geographical area into which the coun-
try as a whole is divided for political or  admin-
istrative purposes. Such areas are known by terms 
such as provinces, Länder, cantons, republics, or 
administrative regions. They all enjoy the suffi-
cient level of power required in a federal system 
of government. The legislative, judicial, and exec-
utive authority of a state government extends over 
the entire area of an individual state, which usually 
includes numerous localities, but does not extend 
over other states. In many countries, state govern-
ments do not exist. In federal countries, considera-
ble powers and responsibilities may be assigned to 
state governments, and compiling a state govern-
ment subsector is appropriate in such cases.

20.64 A state government usually has the fiscal author-
ity to levy taxes on institutional units that are resi-
dent in, or engage in economic activities in, its area 
of competence. To be recognised as a government 
unit, the entity must be able to own assets, raise 
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funds, and incur liabilities on its own account, and 
it must also be entitled to spend or allocate at least 
some of the taxes or other income that it receives 
according to its own policies. The entity may, how-
ever, receive transfers from the central govern-
ment that are tied to certain specified purposes. A 
state government is able to appoint officers inde-
pendently of external administrative control. If a 
government entity operating in a state is entirely 
dependent on funds from central government, 
and if central government also dictates the ways in 
which those funds are to be spent, then the entity is 
an agency of central government.

Local government

20.65 The local government (excluding social security) 
subsector (S.1313) consists of government units 
having a local sphere of competence (with the pos-
sible exception of social security units). Local gov-
ernments typically provide a wide range of services 
to local residents, some of which may be financed 
out of grants from higher levels of government. 
Statistics for local government cover a wide variety 
of governmental units, such as counties, munici-
palities, cities, towns, townships, boroughs, school 
districts, and water or sanitation districts. Often 
local government units with different functional 
responsibilities have authority over the same geo-
graphic areas. For example, separate government 
units representing a town, a county, and a school 
district have authority over the same area. In add-
ition, two or more contiguous local governments 
may organise a government unit with regional 
authority that is accountable to local governments. 
Such units are classified to the local government 
subsector.

20.66 The legislative, judicial, and executive authority of 
local government units is restricted to the smallest 
geographic areas distinguished for administrative 
and political purposes. The scope of a local govern-
ment’s authority is generally much less than that 
of the central or a state government, and such gov-
ernments may or may not be entitled to levy taxes 
on institutional units or economic activities tak-
ing place in their areas. They are often depend-
ent on grants from higher levels of government, 
and act as agents of central or state governments 
to some extent. To be treated as institutional units, 
however, they must be entitled to own assets, raise 

funds, and incur liabilities by borrowing on their 
own account. They must also have discretion over 
how such funds are spent, and they should be able 
to appoint their own officers independently of 
external administrative control.

Social security funds

20.67 The social security funds subsector (S.1314) con-
sists of all social security units, regardless of the 
level of government that operates or manages the 
schemes. If a social security scheme does not meet 
the requirements to be an institutional unit, it 
would be classified with its parent unit in one of the 
other subsectors of the general government sector. 
If public hospitals provide a non-market service 
to the community as a whole and if they are con-
trolled by social security schemes, they are classi-
fied to the social security funds subsector.

The government finance presentation 
of statistics

Framework

20.68 Experience has shown that for government, an alter-
native presentation to the ESA sequence of accounts 
in the central framework is better suited to certain 
analytical requirements. This alternative is known as 
the government finance statistics (‘GFS’) presenta-
tion. It gives a different but still integrated picture of 
government accounts with the following measures 
of government economic activity: revenue, expend-
iture, deficit/surplus, financing, other economic 
flows and balance sheet levels.

20.69 The ESA based GFS presentation consists of 
transactions recorded in the various ESA current 
accounts, capital account and financial account, 
rearranged for non-financial transactions into a 
single account presentation more appropriate to 
fiscal analysis.

20.70 In the GFS system, revenue is defined as the aggre-
gate of all transactions recorded under positive 
resources in the ESA central framework, and sub-
sidies receivable in the current accounts as well as 
capital transfers receivable recorded in the cap-
ital account. Expenditure is an aggregate of all 
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transactions recorded under positive uses and under 
subsidies payable in the current accounts as well as 
capital expenditure — gross capital formation plus 
capital transfers payable — recorded in the capital 
account. These measures of revenue and expend-
iture are specific to the GFS presentation, but the 
underlying transactions are those of the ESA.

20.71 The difference between revenue and expenditure, 
equivalent to the surplus/deficit, is the net lending/
net borrowing (B.9). The financing of the surplus/
deficit is shown in the financial account, where net 

acquisitions of financial assets and net incurrence 
in liabilities are recorded. Expenditure and rev-
enue entries have a counterpart entry in the finan-
cial account. Financial transactions may also lead 
to two entries in the financial account. This reflects 
the double entry principle where every transac-
tion has a matching transaction in the financial 
account. In principle, the net lending/net borrow-
ing can be derived also from transactions in finan-
cial assets and liabilities.

20.72 The GFS presentation is shown below:

Government finance statistics presentation

Revenue

Taxes

Social contributions

Sales of goods and services

Other current revenue

Capital transfer revenue

less Expenditure

Intermediate consumption

Compensation of employees

Interest

Subsidies

Social benefits

Other current expenditure

Capital transfer expenditure

Investment expenditure

equals Net lending/net borrowing

equals Net financial transactions

20.73 Additional accounts in the GFS system are 
for other economic flows, and balance sheets, 
coherent with the ESA sequence of accounts. 
Such accounts allow a complete reconciliation 

of the change in balance sheet and the flows 
taking place during the accounting period. For 
each asset or liability, the following identity 
holds:

opening balance sheet

plus transactions

plus revaluations

plus other changes in volume

equals closing balance sheet

20.74 The balance sheet shows total asset levels — non-
financial and financial — as well as liabilities stocks 
outstanding, which enables the following to be 

derived: net worth as total assets minus total liabili-
ties, and financial net worth as total financial assets 
minus total liabilities.
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20.75 Government finance statistics presents the finan-
cial performance of general government and its 
subsectors, or any grouping of government units, 
and also individual institutional units such as the 
budgetary central government.

Revenue

20.76 A revenue transaction is one that increases net 
worth, and has a positive impact on net lending 
(+)/net borrowing (–). Government revenue is 

usually dominated by compulsory levies imposed 
by government in the form of taxes and social con-
tributions. For some levels of government, trans-
fers from other government units and grants 
from international organisations are a major 
source of revenue. Other general categories of 
revenue include property income, sales of goods 
and services, and miscellaneous transfers other 
than grants. The total government revenue of an 
accounting period is calculated by summing trans-
actions that are receivable, as follows:

Total revenue = total taxes D.2 + D.5 + D.91

+ total social contributions D.61

+ total sales of goods and services P.11 + P.12 + P.131

+ other current revenue D.39 + D.4 + D.7

+ other capital revenue D.92 + D.99

Taxes and social contributions

20.77 Total taxes comprise taxes on production and 
imports (D.2), current taxes on income and 
wealth, etc. (D.5) and capital taxes (D.91). Total 
social contributions consist of actual social con-
tributions (D.611) and imputed social contribu-
tions (D.612).

20.78 Estimating taxes and social contributions can be 
difficult. The problems involved and the recom-
mended solutions are described in the section 
‘Accounting issues relating to general government’ 
of this Chapter. While taxes are recorded in sev-
eral of the accounts of the ESA central framework, 
in the government finance statistics presentation 
all taxes are presented as one category of revenue, 
with sub-classifications according to the base on 
which the tax is levied. Capital taxes are shown as 
revenue taxes in the government finance statistics 
presentation.

20.79 Tax and social contributions revenue data1 are used 
to compile total tax or fiscal burden ratios, such as 
the ratio of total tax to the level of GDP, used in 
international comparisons. In this context, com-
pulsory social contributions are presented simul-

1 The ESA based total tax and social contributions revenue measure is consistent 
with that of the OECD Revenue Statistics, except for the recording of payable 
tax credits and of imputed social contributions. The ESA recording of taxes and 
social contributions is also harmonised with the IMF government finance statistics 
presentation, with some differences in breakdowns.

taneously with tax statistics and are included in the 
measures of fiscal burden or compulsory levies.

Sales

20.80 Total sales of goods and services consist of market 
output (P.11) and payments for non-market out-
put (P.131). They also include — except when they 
are used for the market/non-market test (see para-
graph 20.30) — output for own final use (P.12). 
Most of the output produced by general govern-
ment consists of goods and services that are not 
sold, or that are sold at prices that are not econom-
ically significant. The distribution of a non-mar-
ket output does not accord with the concept of 
revenue. For goods and services, only actual sales 
and some specific imputed sales are included in 
revenue.

20.81 Market output (P.11) of government comprises:

(a) the market output of market establishments 
included in government, such as a weapons fac-
tory that is part of the ministry of defence, or 
canteens set up by government units for their 
employees, that charge economically signifi-
cant prices;

(b) secondary market products sold by non-mar-
ket establishments, sometimes referred to as 
‘incidental sales’, such as those arising from 
research and development contracts between 
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public universities and corporations, or publi-
cations sold by government units at economi-
cally significant prices.

20.82 The above-quoted ‘incidental sales’ are distinct 
from the token museum entrance fees paid by vis-
itors, which are usually partial payments for non-
market output (P.131). Other significant partial 
payments include payments to hospitals or schools, 
when these are non-market.

20.83 The value of own-account capital formation is con-
sidered revenue in the ESA based government 
finance statistics, and included under sales. Sales 

include also the value of goods and services pro-
duced and provided as compensation of employees 
in kind or as other payment in kind.

20.84 Sales revenue in the ESA based government finance 
statistics takes an output perspective: they do not 
differ from output, whereas actual sales to custom-
ers differ by changes in inventories. However such 
changes in inventories are likely to be small for 
government units and other non-market produc-
ers, mostly engaged in the production of services 
rather than in the production of goods. Sales are 
valued at basic prices.

Box 20.1 — From the ESA central framework to GFS transactions and aggregates

ESA resources ESA GFS revenue

P.1 Output, of which

Market output (P.11) Sales of goods and services

Output for own final use (P.12) Sales of goods and services

Non-market output (P.13), of which:

— Payments for non-market output (P.131) Sales of goods and services

— Non-market output, other (P.132) Not accounted for in Total revenue

D.2 Taxes on production and imports (receivable) Total taxes

D.3 Subsidies (receivable) Other current revenue

D.4 Property income Other current revenue

D.5 Current taxes on income and wealth Total taxes

D.61 Social contributions Total social contributions

D.7 Other current transfers Other current revenue

D.91r Capital taxes (receivable) Total taxes

D.92r Investment grants (receivable) Other capital revenue

D.99r Other capital transfers (receivable) Other capital revenue

ESA uses and capital transactions ESA GFS expenditure

P.2 Intermediate consumption Intermediate consumption

D.1 Compensation of employees Compensation of employees

D.2 Taxes on production and imports (payable) Other current expenditure

D.3 Subsidies (payable) Subsidies

D.41 Interest Interest

D.4 Property income (excluding D.41) Other current expenditure

D.5 Current taxes on income Other current expenditure

D.62 Social benefits other than social transfers in kind Social benefits other than ST in kind

D.632 Social transfers in kind via market producers Social transfers in kind via market producers

D.7 Other current transfers Other current expenditure

D.8 Adjustment for the change in pension entitlements Other current expenditure
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ESA uses and capital transactions ESA GFS expenditure

P.31 Individual consumption expenditure on market output Social transfers in kind via market producers

P.31 Individual consumption expenditure on non-market 
output Not accounted for in Total expenditure

P.32 Collective consumption expenditure Not accounted for in Total expenditure

P.5 Gross capital formation Capital expenditure

NP Acquisition less disposal of non-produced assets Capital expenditure

D.92p Investment grant (payable) Capital expenditure

D.99p Other capital transfers (payable) Capital expenditure

In the ESA central framework, net lending/net borrowing (B.9) is the balancing item of the capital account. The bal-
ancing item of general government in the ESA GFS presentation is identical to the net lending/net borrowing (B.9). 
This box explains why.

The ESA central framework

The first account is the production account, and therefore the first resource of an institutional sector in the ESA is its 
output. As the majority of services provided by government are not sold at economically significant prices and so are 
non-market, government output is measured by convention as the sum of production costs.

Similarly, final collective consumption expenditure, consisting of services provided to the community by gov-
ernment such as general services, defence, safety and public order, are measured as the sum of production costs. 
Also by convention, collective consumption expenditure (P.32) is equal to the actual final consumption (P.4) of 
government.

Final individual consumption expenditure of households provided directly by government on a non-market basis is 
also measured by its production costs.

As a result, two types of flows are ‘imputed’ in the ESA accounts of government:

(1) on the resources side, the non-market output, other (P.132) recorded in the production account;

(2) on the uses side, the actual final consumption (P.4) and the social transfers in kind — non-market produc-
tion (D.631). They are recorded in the redistribution of income in kind account, and in the use of adjusted 
disposable income account.

Each imputed flow is equal to the sum of actual flows: the production costs. These two types of imputed flows, 
on the resource side and on the uses side, balance in the ESA sequence of accounts.

The ESA GFS presentation of statistics

The same basic transaction categories are used in the ESA GFS presentation, but mainly on the basis of actual monetary 
flows, to obtain the total revenue and the total expenditure of government. Only a selection of imputed flows is taken 
into account: imputed social contributions and capital transfers in kind.

Eliminating from the resources side the non-market output (P.132) to obtain total revenue, and eliminating from the 
uses side the actual final consumption (P.4=P.32) and the social transfers in kind — non-market production (D.631) 
to obtain total expenditure, results in the same balancing item: the net lending/net borrowing (B.9).

The only social transfers in kind that are accounted for in the GFS aggregate total expenditure of government are social 
transfers in kind provided to households via market producers (D.632), as they are subject to real payments of govern-
ment units. Those transactions are also to be added to the sum of production costs (equal to non-market output, other 
— P.132) to obtain the final consumption expenditure of the general government.

P.3 = P.132 + D.632
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Other revenue

20.85 Other current revenue consists of property income 
(D.4), other subsidies on production (D.39) and 
other current transfers (D.7).

20.86 Property income comprises interest (D.41), distrib-
uted income of corporations (dividends and with-
drawals from income of quasi-corporations) (D.42) 
and, more marginally, reinvested earnings on for-
eign direct investment of government (D.43), other 
investment income (D.44) and rent (D.45).

20.87 Other current transfers (D.7) include mainly intra-
government transfers. They shall be consolidated 
when drawing up the accounts of the sector as a 
whole.

20.88 Other capital revenue comprises investment grants 
(D.92) and other capital transfers (D.99) received 
from other units, predominantly from other gov-
ernment units (although consolidation carried out 
when presenting statistics may reduce their appar-
ent size) and EU institutions, but also from other 
various units, reflecting transactions such as repay-
ment by a debtor subsequent to the activation of a 
guarantee.

20.89 Grants, which are sometimes defined in other stat-
istical systems as transfers other than subsidies 

received by one government unit from another 
government unit or an international organisation, 
are not an ESA category. Their amount should be 
equivalent to the sum of the following transfer rev-
enue: D.73 + D.74 + D.92, together with D.75 + 
D.99 in some cases.

20.90 Subsidies received by government units con-
sist only in other subsidies on production. When 
received by producing entities belonging to general 
government, subsidies on products are included in 
the valuation of the output and sales at basic prices.

Expenditure

20.91 An expenditure transaction is one that has a nega-
tive impact on net lending (+)/net borrowing (–). 
Total expenditure consists of current and cap-
ital expenditure. Current expenditure includes 
production related expenses (compensation of 
employees and intermediate consumption); prop-
erty income payable (which is mainly interest); and 
transfer payments (such as social benefits, current 
grants to other governments, and miscellaneous 
other current transfers).

20.92 The total government expenditure of an account-
ing period is calculated using the following equa-
tion, summing transactions which are payable:

Total expenditure = intermediate consumption P.2

+ compensation of employees D.1

+ interest D.41

+ social benefits other than social transfers in kind D.62

+ social transfers in kind via market producers D.632

+ subsidies D.3

+ other current expenditure D.29 + (D.4 – D.41) + D.5 + D.7 + D.8

+ capital expenditure P.5 + NP + D.92 + D.99

Compensation of employees and intermediate 
consumption

20.93 Compensation of employees and intermediate 
consumption are costs of production for units of 
government.

20.94 Compensation of employees (D.1) includes wages 
and salaries (D.11) paid as well as employers’ social 
contributions (D.12), including imputed social 

contributions, that are viewed in the ESA as uses 
of households and as resources of government, 
and thus not to be consolidated. Compensation is 
recorded on an accrual basis, at the time the work 
is done, and not at the time the wage is due for 
payment or paid. Wages include bonus and other 
lump sums (due to arrears or contract renewal) 
paid, and the relevant time of recording can be dif-
ficult to determine: when covering long periods of 
employment, it is often the time of determination 
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of the bonus rather than the time period that the 
bonus is nominally intended to cover.

20.95 Intermediate consumption (P.2) comprises the 
goods and services consumed during the account-
ing period in the production process. It differs in 
concept from purchases, and other possible kinds 
of acquisitions: any acquisition enters inventories 
prior to being removed upon consumption. Goods 
and services may be acquired by market and non-
market establishments of government as well.

20.96 In concept, the time of recording of intermed-
iate consumption is clear: at the time the product 
is used up in the production process. The time of 
recording of purchases and other acquisitions is in 
concept the delivery, although there may be cases 
when delivery can be difficult to ascertain.

Social benefits expenditure

20.97 Social benefits expenditure consists of social bene-
fits other than social transfers in kind (D.62), that, 
in turn, consist mainly of cash payments, and of 
social transfers in kind provided to households via 
market producers (D.632). Social transfers in kind 
via market producers are government expenditure 
financing goods and services provided to house-
holds by market producers. Typical examples are 
health care, and goods and services provided by 
doctors and pharmacists, financed by government 
units, through social security schemes or social 
assistance programmes.

20.98 Social benefits expenditure excludes social trans-
fers in kind provided to households by non-mar-
ket producers of government. Governments often 
produce services and goods and distribute them 
for free or at prices that are not economically sig-
nificant. To avoid duplication, in the govern-
ment finance statistics presentation, the relevant 
costs of production of these goods and services are 
recorded only once as expenditure — intermediate 
consumption, compensation of employees, other 
taxes on production — and as revenue — other 
subsidies on production. In the ESA sequence of 
accounts, these costs are balanced by a resource 
under non-market output, and recorded again as 
a use under final consumption expenditure (P.3) 
to be distributed as social transfers in kind. It can 
be relevant, for analytical purposes, to calculate 
a broader aggregate of social transfers to include 

the latter: social benefit in cash (D.62) plus social 
transfers in kind (D.63).

20.99 In the ESA, even when retirement benefits paid 
to government employees are considered as the 
li quidation of a government liability (see section 
‘Accounting issues relating to general govern-
ment’), they are also recorded as a payment of cur-
rent expenditure and the related contributions are 
included as revenue. However, when the scheme is 
funded, such contributions and benefits are con-
sidered to be financing, and so an adjustment for 
the change in pension entitlements (D.8) is added 
to expenditure: it is equal to social contributions 
received as pensions or other retirement bene-
fits less social benefits paid for pensions or other 
retirement benefits for those schemes the obliga-
tions of which are recognised as liabilities.

Interest

20.100 Interest expenditure includes what is due for the 
cost of incurring liabilities, notably on loans, bills, 
notes and bonds, but also on deposit liabilities or 
other instruments that are liabilities of government. 
Interest is recorded on an accrual basis (see section 
‘Accounting issues relating to general government’).

20.101 Interest expenditure is adjusted for FISIM in the 
ESA-based government finance statistics. Interest 
paid to financial institutions on loans and de posits 
is partitioned into a service component, which 
is recorded as intermediate consumption, and a 
property income component which is recorded as 
interest paid. The same adjustment applies to gov-
ernment interest revenue paid by financial institu-
tions on deposits or loans.

Other current expenditure

20.102 Other current expenditure comprises other taxes 
on production (D.29), property income other than 
interest (D.4-D.41), current taxes on income and 
wealth etc. (D.5), other current transfers (D.7) and 
the adjustment for the change in pension entitle-
ments (D.8).

20.103 Whereas other taxes on production paid by units of 
government are recorded as government expend-
iture, taxes on products are not separately shown 
as government expenditure. This is because, on 
the one hand, such taxes, not being a resource for 
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market producers of government, whose output is 
valued at basic prices, do not appear under their 
uses, and, on the other hand, taxes on products 
entering intermediate consumption of government 
are included in its valuation at purchasers’ prices.

Capital expenditure

20.104 Capital expenditure comprises capital transfers, in 
the form of investment grants (D.92) and other cap-
ital transfers (D.99), as well as investment expendi-
ture: gross capital formation (P.5, which consists of 
gross fixed capital formation — P.51g, plus changes 
in inventories — P.52, and acqui sitions less dispos-
als of valuables — P.53); and acquisitions less dis-
posals of non-produced non-financial assets (NP). 
Disposals of non-financial assets, such as buildings, 
are not recorded as revenue, but as negative capital 
expenditure, making the net lending/net borrow-
ing (B.9) more positive.

Link with government final consumption expenditure 
(P.3)

20.105 Making the link between total government 
expenditure and its components with government 

final consumption expenditure (P.3) is impor-
tant for users of fiscal and other macroeconomic 
statistics.

20.106 Final consumption expenditures by general gov-
ernment are equal to the total of their output 
(P.1), plus the expenditure on products supplied to 
households via market producers (i.e. social trans-
fers in kind — D.632), minus the sales of goods and 
services (P.11+P.12+P.131).

20.107 The output of government — market output, own 
account capital formation and non-market out-
put — is equal to the sum of its costs of produc-
tion (compensation of employees, intermedi-
ate consumption, consumption of fixed capital, 
and taxes on production paid net of subsidies on 
production received), plus the net operating sur-
plus (B.2n) generated by market establishments of 
government.

20.108 Thus, the following calculation gives final con-
sumption expenditures using selected items of gov-
ernment expenditure and revenue, as well as the 
net operating surplus (B.2n):

compensation of employees (D.1)

plus intermediate consumption (P.2)

plus consumption of fixed capital (P.51c1)

plus other taxes on production, payable (D.29 U)

less other subsidies on production, receivable (D.39 R)

plus operating surplus, net (B.2n)

equals output (P.1)

and:

output

less sales of goods and services (P.11+P.12+P.131)

plus social transfers in kind via market producers (D.632)

equals final consumption expenditure (P.3)

Government expenditure by function (COFOG)

20.109 A classification of expenditure transactions using 
the classification of functions of government 
(COFOG) is integral to the government finance 
presentation: it is a major analytical instrument of 

government expenditure, especially useful for inter-
national comparisons. This classification shows the 
purpose for which expenditure transactions are 
undertaken. Such purposes differ from the adminis-
trative arrangement of governments, for ex ample an 
administrative unit responsible for health services 
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can undertake activities with an educational pur-
pose, such as training of medical professionals. A 
cross presentation of government transactions by 
economic nature (the usual ESA classification) and 
according to functions is requested.

20.110 The COFOG classification describes government 
expenditure according to 10 major functions set 
out below, and according to two additional  levels 
of increased detailed breakdown not presented 
here. As an example, the second level is necessary 
to provide information on research and develop-
ment expenditure, as well as to provide informa-
tion on government expenditure dedicated to the 
risks and social needs of social protection.

20.111 The COFOG classification is consistent with the 
distinction made between collective non-market 
services and individual non-market services pro-
vided by government: the six first functions corres-
pond to collective services, as well as some limit ed 
parts of the others. This enables government final 
collective consumption expenditure to be cal-
culated. The total expenditure aggregate and the 
expenditure transactions broken down by function 
are consistent with those in the ESA government 
finance statistics. Therefore, it does not include 
social transfers in kind — non-market production 
(D.631), already accounted for with production 
costs of government. 

Table 20.1 — COFOG, the 10 functions of government

Code Function Type of service

01 General public services Collective

02 Defence Collective

03 Public order and safety Collective

04 Economic affairs Collective

05 Environmental protection Collective

06 Housing and community amenities Collective

07 Health Mainly individual

08 Recreation, culture and religion Mainly collective

09 Education Mainly individual

10 Social protection Mainly individual

Balancing items

The net lending/net borrowing (B.9)

20.112 The government net lending (+)/net borrowing (–) 
(B.9) is the difference between total revenue and 
total expenditure. It is equal to the balancing item 
of the capital account (B.9N) in the ESA accounts. 
It represents the amount the government has avail-
able to lend or must borrow to finance its non-
financial operations.

20.113 Net lending (+)/net borrowing (–) is also the bal-
ancing item of the financial account (B.9F in the 
central framework). In concept, it is the same 
as the balancing item of the capital account, 
although in practice a statistical discrepancy can 
occur.

20.114 The term ‘net lending/net borrowing’ is a sort of 
terminological shortcut. When the variable is posi-
tive (meaning that it shows a financing capacity), 
it should be called net lending (+); when it is nega-
tive (meaning that it shows a borrowing need), it 
should be called net borrowing (–).

Changes in net worth due to saving and capital 
transfers (B.101)

20.115 The difference between all transactions that affect 
net worth during the accounting period is the bal-
ancing item: changes in net worth due to saving 
and capital transfers (B.101).

20.116 The changes in net worth due to saving and capital 
transfers provide a useful measure of government 
accounts and policies as they represent the resources 
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acquired or consumed in the government’s current 
operations.

20.117 The changes in net worth due to saving and cap-
ital transfers equal net lending/net borrowing 

plus net acquisition of non-financial assets 
(P.5 + NP) minus consumption of fixed capital 
(P.51c1).

Net saving plus capital transfers (B.101)

less acquisitions less disposals of non-financial assets (P.5+NP)

plus consumption of fixed capital (P.51c1)

equals net lending/net borrowing (B.9)

equals transactions in financial assets less liabilities (financing)

Financing

20.118 The financial account of government in the GFS 
records the transactions in financial assets and lia-
bilities as described in Chapter 5.

Transactions in assets

20.119 Currency and deposits (F.2) reflects mainly 
movements in government deposits at banks, 
notably at central banks, which can fluctuate sub-
stantially from one period to another, in particu-
lar due to Treasury operations. Other government 
units such as local government and social secur-
ity funds also hold substantial deposits in bank 
accounts.

20.120 Debt securities (F.3) mainly reflect net pur-
chases of bills, notes or bonds issued by banks, 
non-financial corporations, or non-residents 
including foreign governments, the purchases 
being carried out predominantly by asset-rich 
social security funds or other reserve funds. 
Government purchases of bonds issued by other 
resident government units are reported under 
this heading in a non-consolidated presentation, 
but are excluded from this heading in a consoli-
dated presentation, being reported instead as 
debt redemption.

20.121 Loans (F.4) include, in addition to loans to other 
government units, lending to foreign governments, 
public corporations, and students. Loan cancella-
tions are also reflected here with a counterpart 
entry under capital transfer expenditure. Loans 
granted by government not likely to be repaid are 
recorded in the ESA as capital transfers, and are 
not reported here.

20.122 Equity and investment fund shares (F.5) cap-
ture acquisitions less disposals of equity in cor-
porations by government units. These may reflect 
equity injections in public corporations or port-
folio investments, privatisation proceeds or super-
dividends. They consist mainly of the following:

(a) equity injections (generally in the form of cash) 
to specific public corporations where govern-
ment is acting as an investor with the expec-
tation of a return on invested funds. Such 
injections are not considered as government 
expenditure in national accounts;

(b) portfolio investments, in the form of purchases 
of quoted shares on the market made by gov-
ernment units such as asset-rich social security 
funds, or other portfolio investment operations;

(c) net investment in mutual funds, which are 
alternative investment vehicles. In particular, 
placements in money market mutual funds 
are reported here, rather than under currency 
and deposits, despite being close substitutes for 
bank deposits;

(d) privatisations conducted by special privatisa-
tion agencies, as such entities are classified to 
general government;

(e) distributions by public corporations to their 
owners in excess of their operational profit 
excluding holding gains/losses, recorded as 
financial transactions as withdrawal of equity 
akin to a partial liquidation of the enterprise, 
rather than as government revenue.

20.123 Transactions in other accounts receivable (F.8) cap-
ture the impact of the accrual principle applicable 
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in the ESA of recording transactions when the obli-
gation to pay arises, not when the payment is actu-
ally made, even though public accounts or budget 
recordings have long been cash-based in most 
countries. The impact on the financing needs of 
government does not directly arise from the def-
icit, as government revenue can be cashed, or gov-
ernment expenditure can be settled, at accounting 
periods different from the economic transaction 
itself. Other receivables include receivables of taxes 
and social contributions as well as amounts con-
cerning EU transactions (amounts paid by govern-
ment on behalf of the EU but not yet reimbursed 
by the EU), trade credits or advances for expend-
iture, such as military equipment or rare occasions 
of wages or benefits paid one month in advance, 
etc. Whereas, in concept, such assets are tempor-
ary in nature, and they necessary individually dis-
appear after a lapse of time, the flow reported for 
a sector, such as general government, do usually 
average above zero even over a period of time, 
because the stock of receivables tends to grow with 
rest of the economy.

20.124 In most countries, monetary gold and SDRs are 
managed by the central bank. When they are man-
aged by government, they are recorded in the 
financial account of government.

20.125 Financial transactions are recorded at the trans-
action values, that is, the values in national cur-
rency at which the financial assets and/or liabil-
ities involved are created, liquidated, exchanged or 
assumed between institutional units, on the basis 
of commercial considerations only.

20.126 The transaction value refers to a specific finan-
cial transaction and its counterpart transaction. 
In concept, the transaction value is to be distin-
guished from a value based on a price quoted in 
the market, a fair market price, or any price that 
is intended to express the generality of prices for 
a class of similar or even identical financial assets 
and/or liabilities. The value to report in the finan-
cial accounts for a loan sold on the secondary mar-
ket is the value for which the loan was sold, and 
not the nominal value, and the reconciliation with 
the balance is entered in the other changes in assets 
accounts.

20.127 However, in cases where the counterpart trans-
action of a financial transaction is, for example, a 

transfer and therefore the financial transaction is 
undertaken other than for purely commercial con-
siderations, the transaction value is identified with 
the current market value of the financial assets and/
or liabilities involved. Thus, a loan purchased by a 
government at its nominal value, rather than at its 
fair or written-down value, is partitioned between 
an entry as a loan in the financial accounts at the 
fair value and a capital transfer, in recognition of a 
transfer of wealth by the government.

20.128 The transaction value does not include service 
charges, fees, commissions, and similar payments 
for services provided in carrying out the transac-
tions; such items are to be recorded as payments 
for services. Taxes on financial transactions are also 
excluded and treated as taxes on services within 
taxes on products. When a financial transaction 
involves a new issue of liabilities, the transaction 
value is equal to the amount of the liability incurred 
exclusive of any prepaid interest. Similarly, when a 
liability is extinguished, the transaction value for 
both creditor and debtor must correspond to the 
reduction of the liability.

Transactions in liabilities

20.129 Transactions in liabilities are recorded at the value 
at which the liabilities are issued, or redeemed. 
This value may not be the nominal value. A trans-
action in liabilities includes the impact of interest 
accrued.

20.130 The repurchase by a unit of a liability is recorded as 
redemption in liabilities and not as an acquisition 
of assets. Likewise, at a subsector or sector level, the 
purchase by a government unit of a liability issued 
by another unit of the subsector in question will 
be presented in the consolidated presentation, as 
redemption of liability by that subsector.

20.131 Financial leasing and public-private partnerships 
(PPP) contracts when the asset is on government 
balance sheet imply recognising a debt of the lessee 
or grantor. Payments on such leases or PPP con-
tracts are not expenditure for the full amounts, but 
debt servicing: redemption of a loan and interest 
expenditure.

20.132 Financing presented as long-term trade credits 
or accounts receivable/payable arrangements are 
to be classified as loans, because these involve the 
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provision of long-term financing to the benefit of 
the borrowing party that is distinguished from a 
treasury facility that sellers commonly provide 
buyers with short-term trade-credit. In extending 
the maturity of the payment obligation consider-
ably, the constructor assumes a financial role that 
is separate from its other activity of producer.

20.133 Lump sums exchanged at inception on off-market 
swaps are classified as loans (AF.4) when the lump 
sum is received by government. Off-market swaps 
are partitioned in the balance sheet into a loan 
component and a regular, ‘at-the-money’ swap 
component.

20.134 Similarly to receivables, transactions in other 
accounts payable reflect the time impact of the 
accrual principle, but on the liability side: when 
expenditure is incurred but not yet paid, or when 
payments are made in advance of the revenue 
recording. In addition to trade credit when they 
are short-term, payables include sums received 
from the EU but not yet paid out by government 
to the final beneficiary, prepayments in taxes or tax 
refunds not yet paid out.

Other economic flows

20.135 Both the other changes in volume of assets account 
and the revaluation account of the ESA GFS are 
identical to the accounts described in Chapter  6. 
All changes in assets and changes in liabilities aris-
ing from events other than economic transactions 
are recorded in one of these accounts.

Revaluation account

20.136 Revaluations are the same as described in 
Chapter  6. Additional relevant information as 
memoranda items, for example, revaluations in the 
equity of public corporations held by government 
units, are likely to be particularly important and, 
at the same time, difficult to measure because it is 
unlikely that there will be any market prices.

20.137 In the ESA, balance sheets entries are ideally at 
market value, apart from one or two specific instru-
ments, and movements in interest rates reflected in 
stock market indices lead to noticeable changes in 
value of stock as well as in the net worth of insti-
tutional units. Such changes are not income in the 

ESA, and so they are not government revenue or 
expenditure, and do not affect government deficit/
surplus. The changes are recorded in the revalua-
tion account, which leads to changes in net worth 
due to nominal holding gains/losses (B.103). The 
changes in net financial worth of government dur-
ing an accounting period are substantially affected 
by revaluations. The main sources of revaluations 
affecting net financial worth are, apart from the 
impact of foreign exchange denominated assets 
and liabilities, as follows:

(a) real estate assets of government;

(b) equity of government;

(c) security liabilities.

20.138 When a capital injection by government into a 
public corporation is considered a capital trans-
fer, the equity valuation of the government stake in 
the beneficiary will generally increase, with entries 
in the revaluation account and not the financial 
account.

20.139 When an existing loan or trade credit is sold to 
another institutional unit the difference between 
the redemption price and the transaction price is 
recorded in the revaluation account of the seller 
and the purchaser at the time of transaction.

Other changes in volume of assets account

20.140 The other changes in volume of assets accounts 
include flows that are neither economic transac-
tions nor revaluations. For example, it captures the 
impact of a change in sector classification of units.

20.141 Loans write-off which do not reflect a debt cancel-
lation with an explicit or implicit bilateral agree-
ment are not transactions and are recorded in the 
other changes in the volume of assets account, with 
no impact on net lending/net borrowing.

Balance sheets

20.142 The same definition of an asset is used in the GFS 
general government accounts as in Chapter 7. The 
classification and value of assets and liabilities are 
identical in the ESA and the ESA-based GFS.

20.143 The sum of liabilities may be considered as a stock 
of debt. However, the definition of government 
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debt in the context of fiscal surveillance departs 
from the total stock of liabilities in the ESA and 
in the GFS, both in terms of scope of liabilities 
accounted for and in terms of valuation.

20.144 Some assets are more specific to government: heri-
tage assets, like historic monuments; infrastructure 
assets, such as roads and communications facili-
ties; and equity stakes in public corporations that 
are without private equivalent.

20.145 On the liability side, equity liability (AF.5) will 
not normally be recorded for government units. 
However at a more aggregated level of govern-
ment subsectors, equity liability can appear if 
entities have been classified inside the general 
government sector, as a result of the market/non-
market test.

20.146 Net worth is the balancing item (B.90) of the bal-
ance sheet:

Net worth = Total assets

minus Total liabilities

20.147 Own funds are the sum of net worth (B.90) and 
equity (AF.5) issued. Thus, in the ESA, own funds 
of units is defined as assets less liabilities exclud-
ing equity liabilities, while net worth is defined as 
assets less liabilities including equity liabilities. The 
ESA net worth is not the same as business account-
ing shareholders’ equity or net worth. Business 
accounting net worth is closer in concept to the 
ESA own funds.

20.148 Where the net worth (B.90) of the general govern-
ment sector cannot be calculated — due to the lack 
of information for measuring the stock of non-
financial assets — the financial net worth (BF.90) is 
presented, showing the difference between the total 
financial assets and the total liabilities.

20.149 The ESA values balance sheet at market value, 
except for three specific instruments: currency and 
deposits (AF.2), loans (AF.4) and other accounts 
receivable/payable (AF.8). For those three instru-
ments, the values recorded in the balance sheets 
of both creditors and debtors are the amounts of 
principal that the debtors are contractually obliged 
to repay to the creditors, even in cases where the 
loan was traded at a discount or premium, includ-
ing interest accrued.

20.150 Security liabilities are valued at market value. Even 
though the debtor is only obligated for the value 
of the principal, the market value is significant 
because the debtor is obligated to pay a stream of 
future cash flows, for which the present value var-
ies according to market yield, and the market value 
reflects the price that government would have to 
pay if it redeemed the instrument by purchasing it 
back on the market.

20.151 Quoted equity is valued using the most recent 
quotation price when drawing up the balance 
sheet. Unquoted equity can be valued by compar-
ing ratios such as own funds at book value to the 
market value of equity, in similar classes of quoted 
companies. Other approaches can be used for valu-
ing unquoted equity, such as using the own funds 
of the corporation, thus setting the net worth to 
zero. This approach can be used for public corpor-
ations that have unique types of activities such 
as when government has equity stakes in central 
banks. However, it is not recommended to use the 
own funds at book value, without adjustments, no 
more than using the nominal value of the issued 
equity.

Consolidation

20.152 Consolidation is a method of presenting the 
accounts for a set of units as if they constituted one 
single entity (unit, sector, or subsector). It involves 
eliminating transactions and reciprocal stock pos-
itions and associated other economic flows among 
the units being consolidated.

20.153 Consolidation is important for the general gov-
ernment sector and its subsectors. For exam-
ple, assessing the overall impact of government 
oper ations on the total economy or the sus-
tainability of government operations is more 
effective when the measure of government 
operations is a set of consolidated statistics. 
To relate government aggregates to the econ-
omy as a whole as in revenue or expenditure to 
GDP ratios, it is better to eliminate the inter-
nal churning of funds and include only those 
transactions that cross the boundaries with 
other domestic sectors and with the rest of the 
world sector. This is of particular relevance for 
the following transactions:
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(a) property income such as interest;

(b) current and capital transfers;

(c) transactions in financial assets and liabilities.

20.154 Consolidation does not affect balancing items 
because the consolidated items appear sym-
metrically within each account. For example, a 
grant from a central government to a local gov-
ernment unit is consolidated by eliminating the 
expenditure from central government and the 
revenue from the local government, thus leaving 
unchanged the net lending/net borrowing of gen-
eral government.

20.155 Conceptually, the nature of consolidation is to 
eliminate all flows among the consolidated units, 
but practicality should be kept in mind. In con-
cept, transactions in the production account, 
such as sales and purchases of goods and ser-
vices, may not or cannot be consolidated. The 
decision about the level of detail employed in 
consolidation should be based on the policy use-
fulness of the consolidated data and the relative 
importance of the various types of transactions 
or stocks.

20.156 When drawing up the consolidated accounts 
of government, the ESA prescribes consolidat-
ing the following major transactions (in order of 
importance):

(a) current and capital transfers, such as cen-
tral governments grants to lower levels of 
government;

(b) interest arising on intergovernmental holdings 
of financial assets and liabilities;

(c) transactions, other economic flows and stocks 
in financial assets and liabilities, such as loans 
to other governments or acquisitions of gov-
ernment securities by social security units.

20.157 Purchases/sales of goods and services between 
government units are not consolidated in the 
ESA. This is because the accounts show sales 
on an output basis, and not on a disposal basis 
so that it is difficult to decide who is the coun-
terpart transactor for this output. In addition, 
intermediate consumption and output follow 
two different valu ation rules, basic prices and 

purchasers’ prices, which creates additional 
difficulties.

20.158 Taxes or subsidies paid by one government unit 
or entity to another are not to be consolidated. 
However, taxes or subsidies on products can-
not be consolidated in the system because there 
is no counterpart sector transactor in the ESA 
for such transactions; the relevant amounts are 
not separately recognised as expenditure and rev-
enue (respectively) and are instead included in, or 
excluded from, the value of the intermediate con-
sumption or of the sales.

20.159 Acquisitions/disposals of non-financial assets, includ-
ing intergovernmental transactions in land, build-
ings, and equipment are not consolidated, because 
they already appear on a net basis in the account: 
acquisitions less disposals. Non-consolidated and 
consolidated accounts always show equal amounts 
for those items.

20.160 Some types of transactions that appear to take 
place between two government units are never 
consolidated because they are rerouted in the 
system to other units. For instance: employer 
social contributions, whether paid to social 
security or to government pension funds, are 
treated as being paid to the employee as part of 
compensation and then paid by the employee 
to the fund. Taxes withheld by government 
units from the compensation of their employ-
ees, such as pay-as-you-earn (PAYE) taxes, and 
paid to other government subsectors are treated 
as being paid directly by the employees. The 
government employer is simply the collecting 
agent in this case for the second government 
unit.

20.161 Practical difficulties arise with consolidation. 
For example, when a transaction to be consoli-
dated is identified in the records of one unit, it is 
expected that the corresponding transaction will 
be found in the accounts of the counterparty; but 
it may not show there, as it may be recorded in a 
different period, it may have a different value, or 
it may be classified as a different type of trans-
action due to different accounting practices. 
These difficulties are inherent in the quadruple 
system of recording used in the ESA, but they 
may be more obvious with inter-governmental 
transactions.
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Accounting issues relating to general 
government

20.162 National accounts principles apply to the general 
government sector in the same way as to other 
sectors of the economy. However, due to the eco-
nomic nature of the activities of government units 
or due to practical considerations, additional rules 
are given in this section.

20.163 Similarly, the national accounts principles apply in 
the same way to the measurement of government 
revenue and government expenditure. However, 
these principles, including notably the accrual prin-
ciple, are applied given that the creditworthiness 
and liquidity constraints of government are funda-
mentally different from other measures. If expend-
iture is recorded in the government accounts when 
incurred by each government unit, irrespective of 
long lags of payment, revenue should be recorded 
in the accounts only when there is a high expect-
ation and sufficient certainty that the respective 
cash flows will effectively take place.

20.164 When classifying a transaction, national account-
ants are not constrained by the designation of 
the transaction in the public accounts of govern-
ment or in the bookkeeping of a corporation. As an 
example, a large payment to government made out 
of the corporation’s reserves or from sales of assets 
and called ‘dividend’ in the public accounts is cat-
egorised as a super-dividend and recorded as a 
financial transaction in the national accounts — it 
is a withdrawal of equity. Reporting the economic 
reality where it is different from the legal form is a 
fundamental accounting principle to give consist-
ency and to make sure that transactions of a similar 
type will produce similar effects on the macroeco-
nomic accounts, irrespectively of the legal arrange-
ments. This is of particular importance for transac-
tions involving the general government.

Tax revenue

Character of tax revenue

20.165 Taxes are compulsory unrequited payments, in 
cash or in kind, made by institutional units to gen-
eral government or supranational bodies exercis-
ing their sovereign or other powers. They usually 

constitute the major part of government revenue. 
Taxes are viewed in the system as transactions, 
as they are deemed to be interactions between 
units carried out by mutual agreement. Taxes are 
described as unrequited because the government 
provides nothing commensurate with the pay-
ment in exchange to the individual unit making the 
payment.

20.166 However, there are cases where the government 
provides something to the individual unit against 
the payment, in the form of the direct granting of a 
permit or authorisation. In this case, the payment 
is part of a mandatory process that ensures proper 
ownership recognition and performance of activ-
ities by law. The categorisation of such payments 
as a tax, or as the sale of a service, or the sale of an 
asset by the government, requires additional rules. 
Those rules are set out in Chapter 4.

Tax credits

20.167 Tax relief can take the form of a tax allowance, 
exemption, or deduction — which is subtracted 
from the tax base — or of a tax credit — which is 
subtracted directly from the tax liability otherwise 
due by the beneficiary household or corporation. 
Tax credits can be payable, in the sense that any 
amount of the credit that exceeds the tax liability 
will be paid to the beneficiary. In contrast, some 
tax credits are non-payable, and described as ‘wast-
able’. They are limited to the size of the tax liability.

20.168 In national accounts, a tax relief that is embedded 
in the tax system is recorded as reducing the tax 
liability and therefore as reducing government tax 
revenue. This is the case of tax allowances, exemp-
tions, and deductions, as they enter directly into 
the calculation of the tax liability. This will also be 
the case for non-payable tax credits as their value 
to the taxpayer is limited to the size of their tax lia-
bility. In contrast, this is not the case for pay able 
tax credits, which by definition can affect non-
taxpayers as well as taxpayers. As they are pay-
able, payable tax credits are classified as expend-
iture and recorded as such for their total amount. 
The government tax revenue will, therefore, be that 
liable, with no reduction for payable tax credits 
awarded, and government expenditure will include 
all payable tax credits awarded. This has no impact 
on the net borrowing/net lending of the general 
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government, but does have an impact on both the 
tax burden and the government expenditure, and 
on the corresponding ratios to GDP. The presen-
tation of statistics shall permit the derivation of tax 
credits on a net basis.

Amounts to record

20.169 Appropriately recording tax revenue is essential 
for the measurement of government activities and 
performance. The amounts to record should cor-
respond to amounts likely to be actually collected 
by government: this implies that amounts declared 
but deemed uncollectible should not be recorded 
as revenue.

Amounts uncollectible

20.170 In all cases, only amounts that government real-
istically expects to collect should be recorded. 
Uncollectible taxes should not be accounted for 
in the net lending/net borrowing of the general 
government and generally not in the total rev-
enue. Accordingly, the impact on general gov-
ernment net lending/borrowing of taxes and 
social contributions recorded in the system on 
an accrual basis shall be equivalent over a rea-
sonable amount of time to the corresponding 
amounts actually received. The rules for the 
recording of taxes and social contributions are 
explained in Chapter 4.

Time of recording

Accrual recording

20.171 Accrual accounting records flows at the time eco-
nomic value is created, transformed, exchanged, 
transferred or extinguished. It is different from 
cash recording and, in principle, from due-for-
payment recording, defined as the latest time pay-
ments can be made without additional charges 
or penalties. Any period of time between the 
moment a payment accrues and the moment it 
is actually made is accounted for by recording a 
receivable or a payable in the financial accounts. 
The ESA recording is on an accrual basis. For 
some transactions such as payment of dividends 
or some specific transfers, the due for payment 
time is used.

Accrual recording of taxes

20.172 For government, recording revenue and claims at 
the time of the underlying event is particularly dif-
ficult, since often government records, for tax for 
example, are on a cash basis. When accrued taxes 
are calculated from assessments of taxes due, there 
is a risk of over-recording the tax revenue, a crucial 
government finance aggregate.

20.173 The period of time between the moment a trans-
action is recorded as accruing in the non-financial 
accounts, and the moment the payment is actually 
made, is bridged by recording an account receiv-
able in the financial account in the accounts of one 
party and an account payable in the accounts of the 
other party. In cases where a prepayment, covering 
two or more accounting periods, is made to gov-
ernment, an account payable, which is a form of 
borrowing, is recorded in the financial account of 
government for the amounts due in future periods. 
This liability is extinguished when recording 
the due amounts of the transaction in the future 
periods. However, recording such a liability occurs 
only when the government has, legally or by means 
of a constructive obligation, the obligation to make 
a refund to the payer for the pre-paid amounts if 
the taxable event does not occur.

20.174 In accordance with accrual recording, taxes should 
be recorded when the activities, transactions or 
other events occur which create the liability to pay 
tax — in other words when the taxable events occur 
— and not when the payments are due to be made 
or are actually made. This time is usually when 
income is earned or when a transaction (such as 
the purchase of goods and services) generating the 
liability occurs, to the extent that the tax li ability 
can reliably be measured. The different institu-
tional arrangements for taxation (existence or not 
of assessments, like tax rolls) may lead in prac-
tice to using different recording methods, accord-
ing to the characteristic of the tax. Thus, notably 
when there are no reliable assessments available or 
amounts unlikely to be collected cannot be reliably 
estimated, the time-adjusted cash method is con-
sidered an acceptable proxy for accruals.

20.175 In practice, when taxes are based on assessments, 
some flexibility is permitted concerning the time of 
recording where the measurement cannot be made 
in a reliable way before the time of assessment. In 
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particular, for taxes on income, tax systems may 
require the development of a tax roll or another 
form of tax assessment before the amounts of tax 
due will be known in a reliable way, taking into 
account the changes in tax rates and final settle-
ments. This moment, which might be the one 
where the economic behaviour of households is 
affected, is an acceptable time of recording. It is not 
necessarily the accounting period in which the pay-
ment is received.

Interest

20.176 Interest is an expenditure incurred by a debtor for 
the use of another unit’s funds. Under the terms 
of the financial instrument agreed between them, 
interest (D.41) is the amount that the debtor 
becomes liable to pay to the creditor over a given 
period of time without reducing the amount of 
principal outstanding.

20.177 Interest is classified within property income (D.4). 
Differently to dividends (D.421), interest (D.41) 
entitles the holder/the lender to a fixed and prede-
termined income (or according to an agreed refer-
ence in the case of a floating interest rate). Interest 
is usually a major expense item of general govern-
ment, since governments are often structural bor-
rowers on the market.

20.178 In the system, interest is recorded on an accrual 
basis, i.e. interest is recorded as accruing continu-
ously over time to the creditor on the amount of 
principal outstanding.

20.179 There are two ways in which the value of a dis-
counted security can be determined during its life 
when the prevailing interest rate is different from 
the rate prevailing when the security was initiated. 
The debtor approach is from the perspective of the 
unit issuing the security and the creditor approach 
is from the perspective of the unit holding the 
secur ity. From the debtor approach, the interest 
rate agreed on initiation is used throughout the 
life of the security. From the creditor approach, 
the current interest rate is used to value the interest 
between any two points in the life of the security.

20.180 Accrual interest is recorded according to the debtor 
approach, that is: based on the rate or yield prevail-
ing at the time of creation of the financial instru-
ment. Thus, interest expenditure to be recorded on 

fixed-rate debt securities does not vary over time 
in sympathy with market fluctuations, despite the 
fact that the market value of the securities fluctu-
ates and that, accordingly, the opportunity costs 
of carrying this debt vary. In that way, interest 
expenditure avoids the volatility that the creditor 
approach entails. The repurchase of securities on 
the market, at a premium or at a discount to the 
principal outstanding, does not lead to any entry 
in revenue or expenditure at time of purchase or 
later on. Instead, any repurchase premium or dis-
count reflects the settlement, recorded in the finan-
cial accounts, of a holding gain or loss that accrued 
in the past and was recorded in the revaluation 
accounts at that time.

20.181 Recording interest as accruing continuously has 
the consequence, on a security for instance, that the 
accrued interest charge is recorded starting from 
the time the security has been issued, not waiting 
for the time of the first coupon payment (often in 
the following year, in the classic case of a security 
with a yearly coupon payment). It means also that 
accrued interest on securities starts appearing as 
a liability as soon as issued interest is reinvested 
under the financial asset bearing it. As a result, the 
stock of accrued interest outstanding is always to 
be added to the value of the principal of the under-
lying instrument, and, subsequently, any interest 
payments reduce the debtor’s liability. This basic 
principle covers all financial instruments bearing 
interest.

20.182 In many countries, government bonds or notes are 
issued in fungible tranches, over several years, with 
the same conditions concerning the nominal rate 
of interest. Because the market yield at time of fur-
ther sale of tranches varies, each tranche is actually 
sold at a premium or at a discount. Thus, the rate 
of interest agreed on at time of issuing the bond is 
used for calculating interest, which will vary for each 
tranche, reflecting different amortisations of pre-
mium or discounts at issue, in a manner similar to 
amortisation of discounts on zero coupon bonds.

20.183 The issue price of bonds and notes issued in fun-
gible tranches, and carrying coupons, includes an 
amount for coupons accrued to date, which are 
in effect ‘sold’ upon issuance. Such sold coupons 
are neither government revenue at time of sale nor 
treated as a premium. They are instead seen as a 
financial advance.
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Discounted and zero-coupon bonds

20.184 Zero-coupon bonds are instruments where the 
debtor has no obligation to make any payments 
to the creditor until the redemption of the bond. 
The amount of the principal borrowed is lower 
than the value of the bond that will be repaid by 
the debtor. In effect, the debtor’s liability is dis-
charged by a single payment at maturity cover-
ing both the amounts of the principal and the 
interest accrued over the life of the instrument. 
The difference between the amount repaid at 
the end of the contract and the amount initially 
borrowed is interest and is allocated over the 
accounting periods between the beginning and 
the end of the contract. The interest accruing 
each period is treated as if paid by the debtor and 
then reinvested as an additional amount of the 
same liability. Interest expenditure and increases 
in the liability are then simultaneously recorded 
each period.

20.185 The gradual increase in the market value of a 
bond that is attributable to the accumulation of 
accrued and reinvested interest reflects a growth 
in the principal outstanding, that is, in the size of 
the asset.

20.186 The same principle applies to discounted bonds or 
bonds issued at a premium. In this case, the inter-
est expenditure to be recorded is the amount of 
accrued coupon interest as specified in the con-
tract, plus the amount accruing each period attrib-
utable to the difference between the redemption 
price and the issue price.

Index-linked securities

20.187 Index-linked securities are financial instru-
ments, usually long-term bonds, for which the 
amounts of the periodic payments and/or the 
principal are linked to a price index or other 
index. Any additional payments to creditors due 
to changes in the index are considered as inter-
est, including the uplift of the principal, to be 
recorded as accruing continuously. When the 
value of the principal is index linked, the differ-
ence between the eventual redemption price and 
the issue price is treated as interest accruing over 
the life of the asset, in addition to any interest 
due in that period.

Financial derivatives

20.188 Settlements on swap transactions are not consid-
ered as property income in the ESA. The settle-
ments related to financial derivatives are finan-
cial transactions, to be recorded at the time of the 
effective exchange of financial instrument.

Court decisions

20.189 When a court of justice rules that compensation 
must be paid, or a transaction reversed, resulting 
from or related to past events, the time of record-
ing of the expenditure or revenue is when the claim-
ants have an automatic and incontrovertible right 
for a given amount that can be individually deter-
mined, and when it is unlikely that claimants will fail 
requesting their due. When a court of justice merely 
sets a principle of compensation, or when the claims 
must be reviewed for eligibility and in relation to 
determination of the amount by administrative ser-
vices, expenditure or revenue is recorded as soon as 
the value of the obligation is reliably determined.

Military expenditure

20.190 Military weapon systems, comprising vehicles 
and other equipment such as warships, submar-
ines, military aircrafts, tanks, missile carriers and 
launchers etc. are used continuously in the produc-
tion of defence services. They are fixed assets, like 
those used continuously for more than one year in 
civilian production. Their acquisition is recorded as 
gross fixed capital formation, i.e. as capital expend-
iture. Single-use items, such as ammunition, mis-
siles, rockets and bombs are treated as military 
inventories. However, some types of ballistic mis-
siles are regarded as providing an on-going service 
of deterrence and therefore meet the general cri-
teria for classification as fixed assets.

20.191 The time of recording of asset acquisition is the 
time of the transfer of the ownership of the asset. 
In case of long-term contracts involving complex 
systems, the time of recording of the transfer of 
assets should be upon actual delivery of the assets, 
not the time of cash payments. If some long-term 
contracts cover in addition the provision of ser-
vices, government expenditure should be recorded 
at the time of the provision of services, recorded 
separately from the provision of assets.
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20.192 If military equipment is leased, the transaction is 
invariably recorded as a finance lease and not as an 
operating lease. This implies that the recording of 
an acquisition of military asset is matched by the 
incurrence of an imputed loan by the government 
lessee. As a result, payments by government are 
recorded as debt servicing, a part as repayment of 
the loan, another part as interest.

Relations of general government 
with public corporations

Equity investment in public corporations 
and distribution of earnings

20.193 Government units have a close relationship with 
public corporations and quasi-corporations that they 
own. Despite this close relationship, flows between a 
government unit and its controlled corporation or 
quasi-corporation related to its equity investment are 
treated in the same way as flows between any corpor-
ation and its owners: equity investments from the 
investor into the unit invested in; distributions of 
earnings by the unit invested in, to the investor.

Equity investment

20.194 An equity investment occurs when economic 
agents place funds at the disposal of corporations, 
in exchange for a promise of future dividends or 
other types of return. The amount invested is 
known as equity capital, and is part of the own 
funds of the corporation and the corporation has a 
large degree of freedom in the way of using them. 
In exchange, the owners receive shares or some 
other form of equity. These represent property 
rights on corporations and quasi-corporations and 
entitle the holders to:

(a) a share of any dividends (or withdrawals of 
income from quasi-corporations) paid at the 
choice of the corporation but not to a fixed and 
predetermined income; and

(b) a share in the net assets of the corporation in 
the event of its liquidation

and, as such, the shares are financial assets.

20.195 It is important to distinguish between the with-
drawal of equity by the corporation to its owner 

and the return on equity investment, notably the 
income earned in the form of dividends. Only regu-
lar distributions from the entrepreneurial income 
are recorded as dividends by corporations or with-
drawals of income from quasi-corporations. Large 
and irregular payments to the owner are recorded 
as a withdrawal of equity.

20.196 It is necessary to determine when payments of 
government into public corporations are govern-
ment expenditure or acquisition of an asset and so 
a financial transaction, and conversely when distri-
butions to government by public corporations are 
government revenue or a financial transaction.

Capital injections

Subsidies and capital injections

20.197 Subsidies are current transfers, usually made on 
a regular basis, from government, or occasionally 
from the rest of the world, to producers designed 
to influence their levels of production, the prices at 
which their outputs are sold or the remuneration 
of factors of production.

20.198 Payments to public corporations on a large and 
irregular basis, often called ‘capital injections’, are 
not subsidies. They are events that aim at capitalis-
ing or re-capitalising the beneficiary corporation, 
being put at the disposal of the latter in a long term 
perspective. According to the ‘capital injection 
test’, such capital injections are either capital trans-
fers or acquisitions of equity, or a combination of 
both. The two cases are as follows.

(a) A payment to cover accumulated, exceptional 
or future losses, or provided for public pol-
icy purposes, is recorded as a capital transfer. 
Exceptional losses are large losses recorded in 
one accounting period in the business accounts 
of a corporation, which usually arise from 
downward revaluations of balance sheet assets, 
in such a way that the corporation is under 
threat of financial distress (negative own funds, 
breach of solvency, etc.).

(b) A payment where the government is acting as a 
shareholder in that it has a valid expectation of 
earning a sufficient rate of return, in the form 
of dividends or holding gains is an acquisition 
of equity. The corporation must enjoy a large 
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degree of freedom in how it uses the funds pro-
vided. When private investors are part of the 
capital injection, and the conditions for private 
and government investors are similar, this is 
evidence that the payment is likely to be acqui-
sition of equity.

20.199 In many cases, payments made by government units 
to public corporations are intended to compensate 
for losses in the past or in future. Government pay-
ments are treated as an acquisition of equity only 
if there is sufficient evidence of the corporation’s 
future profitability and its ability to pay dividends.

20.200 Given that capital injections increase the own 
funds of the unit invested in, it is likely to also lead 
to an increase of the investor’s equity stake in the 
invested unit. This is automatically the case of those 
100 % owned public corporations whose equity is 
the value of their own funds. Such an increase in 
equity is not used as a criterion to judge the nature 
of the capital injection; instead, it leads to an entry 
in the revaluation account when the injection is 
recorded as capital transfer, and to an entry in the 
financial accounts when the injection is recorded 
as addition to equity.

Rules applicable to particular circumstances

20.201 Capital injections carried out in the context of pri-
vatisation, when privatisation is expected to occur 
in less than one year, are recorded as a transaction 
in equity for the amount not in excess of privatisa-
tion proceeds, the remainder being subject to the 
capital injection test. The proceeds of privatisation 
are then deemed to repay the capital injection.

20.202 Capital injections can be carried out by way of 
debt cancellation or debt assumption. Accounting 
rules applicable to those events result in the pay-
ment being a capital transfer, except for a privat-
isation when they are an acquisition of equity, the 
value of which is within the amount of privatisa-
tion proceeds.

20.203 Capital injections in kind, by way of the provision of 
non-financial assets, are without impact on net lend-
ing/net borrowing. When the injection is expected 
to earn a sufficient rate of return, it is treated as a 
change in structure (K.61), the asset provided enter-
ing the balance sheet of the corporation via the other 
change in volume of assets accounts. When the 

injection is not expected to earn a sufficient rate of 
return, a capital transfer (investment grant, D.92) is 
recorded together with a matching entry in disposal 
of non-financial assets (P.5 or NP).

Fiscal operations

20.204 Fiscal operations are carried out by government 
and financed through the budget under the usual 
budgetary procedures. However, some operations 
originated by government units may involve the 
intervention of entities not ruled by the legal gov-
ernment framework, including public corpor-
ations. Though they will not be reported in the 
budget, and might escape the usual control proced-
ures, it is appropriate to record them within gov-
ernment revenue and expenditure. This is because 
the ESA recognises when government is the prin-
cipal party to an operation and the public corpor-
ation is acting as an agent.

Public corporations distributions

Dividends versus withdrawal of equity

20.205 The earnings from equity investment in public cor-
porations may be recorded as a distributive trans-
action which are usually dividends, or as a finan-
cial transaction. Dividends are property income. 
The resource available for distribution of divi-
dends is the entrepreneurial income of the corpo-
ration. Thus, the resources from which dividends 
are paid would include neither the proceeds of 
sales of assets nor the distribution of revaluation 
gains. Dividends funded from, or based on, such 
sources are recorded as withdrawal of equity. The 
same basic principles apply to withdrawals from 
income of quasi-corporations.

20.206 Large and irregular payments or payments that 
exceed the entrepreneurial income of the year are 
called super-dividends. They are funded from accu-
mulated reserves or sale of assets, and are recorded as 
withdrawal of equity equal to the difference between 
the payment and the entrepreneurial income of 
the relevant accounting period. In the absence of a 
measure of entrepreneurial income, the operating 
profit in business accounts is used as a proxy.

20.207 Interim dividends are recorded as property income 
(D.42) to the extent that they can be related to the 
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accrued income of the corporation. In practice, 
two conditions must be fulfilled:

(a) the corporation making this payment makes 
short-period accounts available to the pub-
lic and the payment is based on at least two 
quarters;

(b) the interim payment should be in the same pro-
portion as the dividends paid in the previous 
years, consistent with the usual rate of return to 
the shareholder and with the trend in growth of 
the corporation.

If these conditions are not met, the interim pay-
ment is recorded as a financial advance, classified 
under other account receivable/payable (F.8), until 
the annual result is determined, given the need to 
conduct the super-dividend test of comparing the 
interim dividends with the entrepreneurial income 
of the year.

Taxes versus withdrawal of equity

20.208 Taxes have a legal basis and are under the control 
of legislative procedure. These transactions, which 
are by mutual agreement, constitute the main rev-
enue of general government.

20.209 However, it may occasionally happen that a trans-
action described as a tax in legal documents is not 
recorded as such in the ESA. One example is the 
case of an indirect privatisation. If a public holding 
corporation sells its equity ownership in another 
public corporation and remits some of the proceeds 
to the government under the heading of tax, or is 
liable to a tax generated by the privatisation event 
and subsequent realised gains, under the heading 
of a capital gains tax, the payment is recorded as a 
financial transaction.

Privatisation and nationalisation

Privatisation

20.210 Privatisation commonly involves the sale by gov-
ernment of shares or other equity in a public 
corporation. Privatisation proceeds are not govern-
ment revenue but a financial transaction recorded in 
the financial account, with no impact on the govern-
ment deficit/surplus, as this event is net worth neu-
tral and is a reclassification of assets (AF.5 against 

AF.2) in the balance sheet of government. A direct 
sale of non-financial assets, such as buildings and 
land rather than an entire corporation, is recorded 
in the capital account as disposals of fixed assets or 
non-produced non-financial assets, unless carried 
out in the context of corporate restructuring.

20.211 Any purchase of services to achieve this process 
should, however, be recorded as government inter-
mediate consumption and should not be netted 
out of the privatisation proceeds. Thus, privatisa-
tion proceeds are to be recorded gross in the finan-
cial accounts.

Indirect privatisations

20.212 Privatisation can occur under more complicated 
institutional arrangements. For instance, assets of 
a public corporation may be sold by a public hold-
ing company, or another public corporation, con-
trolled by government, and all or part of the pro-
ceeds are passed to government. In all cases, the 
payment to government of the proceeds on the 
sale of assets in this manner is to be recorded as 
a financial transaction, irrespective of the way it 
is presented in the books of the government or 
of its subsidiary, with a simultaneous decrease in 
shares and other equities corresponding to the par-
tial liquidation of assets of the holding company. 
Any privatisation proceeds retained by the holding 
are privatisation receipts of government ploughed 
back by way of a capital injection, which is then 
subject to the capital injection test to determine the 
nature of the payment.

20.213 It may also happen that the public holding com-
pany, or other public corporation, acts as a ‘restruc-
turing agency.’ In such a context, the proceeds of 
the sale may not be paid to government but kept by 
the restructuring agency to inject capital into other 
enterprises. When the restructuring unit, whatever 
its legal status, acts as a direct agent of government, 
its main function is to restructure and change the 
ownership status of public corporations and to 
channel funds from one unit to the other. The clas-
sification of the unit will normally be to the general 
government sector. However, when the restructur-
ing unit is a holding company controlling a group 
of subsidiaries, and only a minor part of its activ-
ity is dedicated to channelling funds in the way 
described above, on behalf of government and for 
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public policy purposes, the public holding com-
pany is classified in one of the corporations sectors 
according to its main activity, and the transactions 
made on behalf of government are to be rerouted 
through government.

Nationalisation

20.214 Nationalisation means government taking control 
of specific assets or an entire corporation, usually 
by acquiring the majority or the whole stake in the 
corporation.

20.215 Nationalisation usually takes the form of a pur-
chase of shares: government buys all or part of the 
shares in the corporation at market price — or at 
a price sufficiently close, considering usual market 
practices with regard to valuation of corporations 
in the same activity. The transaction is by mutual 
agreement, even though the former owner may 
have little choice with regard to refusing the offer, 
or negotiating the price. The purchase of shares is a 
financial transaction to be recorded in the financial 
account.

20.216 Exceptionally, government may acquire owner-
ship over a corporation through an appropriation 
or confiscation: the change in ownership of assets 
is not the result of a transaction made by mutual 
agreement. There is no payment to the owners, or 
such payment which is made does not reflect the 
fair value of assets. The difference between the 
market value of the assets acquired and any com-
pensation provided is recorded as an uncompen-
sated seizure in the other changes in the volume of 
assets account.

Transactions with the central bank

20.217 Two types of payments by the central bank to the 
government are observed in practice:

(a) payments made on a regular basis, usually in 
the form of dividends, based on the current 
activity of the central bank (like managing 
foreign exchange reserves). These payments 
are recorded as dividends as long as they are 
not higher than a measure of net operating 
income, consisting of net property income, 
net of costs and of any transfers. Amounts 
in excess of this sum are to be recorded as a 
decrease in equity;

(b) exceptional payments following the sale or the 
revaluation of reserve assets. These payments 
are recorded as a withdrawal of equity. The 
rationale is that the value of such assets affects 
the value of the equity liability of the cen-
tral bank and the equity assets of government. 
Thus, holding gains on the reserve assets of the 
central bank have a counterpart in the equity 
assets of government via the equity liability of 
the central bank.

Payments from central government to the cen-
tral bank are to be recorded in a similar way as for 
other public corporations. In particular, large pay-
ments are subject to the ‘capital injection test’ to 
determine the character of the payments.

Restructures, mergers, and reclassifications

20.218 When a public corporation is restructured, finan-
cial assets and liabilities may appear or dis appear 
reflecting new financial relationships. These changes 
are recorded as changes in sector classification and 
structure in the other changes in the volume of 
assets account. An example of such a restructur-
ing is when a corporation is split into two or more 
institutional units and new financial assets and 
li abilities are created.

20.219 The purchase of shares and other equity of a corpor-
ation as part of a merger, on the other hand, is to 
be recorded as a financial transaction between the 
purchasing corporation and the previous owner.

20.220 Any change in the classification of assets and 
li abilities not related to restructuring or changes 
in sector classification, such as the monetisation or 
demonetisation of gold, is recorded as a change in 
the classification of assets or liabilities in the other 
changes in the volume of assets account.

Debt operations

20.221 Debt operations can be particularly important for 
the general government sector, as they often serve 
as a means for government to provide economic 
aid to other units. The recording of these oper-
ations is covered in Chapter  5. The general prin-
ciple for any cancellation or assumption of debt 
of a unit by another unit, by mutual agreement, 
is to recognise that there is a voluntary transfer of 
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wealth between the two units. This means that the 
counterpart transaction of the liability assumed or 
of the claim cancelled is a capital transfer. No flow 
of money is usually observed, this may be charac-
terised as a capital transfer in kind.

Debt assumptions, debt cancellation and debt 
write-offs

Debt assumption and cancellation

20.222 Debt assumption occurs when a unit assumes 
responsibility for another unit’s outstanding 
liability towards a creditor. This happens fre-
quently when a government guarantees a debt 
of another unit and the guarantee is called or 
activated.

20.223 When a government assumes a debt, the counter-
part transaction of the new government liability is 
a capital transfer in favour of the defaulting debtor. 
The case where a financial asset is recorded as a 
counterpart is to be examined carefully. There are 
two different contexts.

(a) An actual pre-existing financial asset is 
acquired against a third party, as in the case 
of guaranteed export insurance. Thus, govern-
ment records, as the counterpart transaction of 
its new liability, the acquisition of a financial 
asset equal to the present value of the amount 
expected to be received. If this amount is equal 
to the liability assumed, no further entries are 
required. If the amount expected to be recov-
ered is less than the liability assumed, the gov-
ernment records a capital transfer for the dif-
ference between the liability incurred and the 
value of the asset acquired.

(b) Government simply records a claim against 
the benefiting corporation, which is in 
most cases a public corporation in diffi-
culty. In general, because of the very hypo-
thetical value of this claim, no such claim is 
recorded. Possible future repayments by the 
beneficiary will be recorded as revenue by the 
government.

20.224 Debt payments on behalf of others are similar to 
debt assumptions, but the unit making the pay-
ments does not assume the entire debt. The trans-
actions recorded are similar.

20.225 Debt cancellation (or debt forgiveness) is the 
extinction or reduction of a claim by agreement 
between the creditor and the debtor. The creditor 
records a capital transfer payable for the amount 
cancelled and the other unit records a capital trans-
fer receivable. Mutual agreement is often presumed 
though not formally established in case of govern-
ment forfeiting claims, such as in the case of stu-
dent loans and lending to farmers.

20.226 Debt assumptions and debt cancellations which 
benefit a controlled entity result in an increase in 
the value of the equity in the unit being invested 
in, that is reflected in the revaluation accounts. If a 
government has its debt assumed by another gov-
ernment, then it records a capital transfer revenue, 
a new debt to the assuming government unit, or 
both.

20.227 Debt assumptions and debt cancellations carried 
out in the context of privatisation are recorded as 
transactions in equity, for the amount not in excess 
of privatisation proceeds, the remainder being a 
capital transfer, in order to ensure the accounting 
neutrality of the way in which privatisation is con-
ducted. Privatisation must be carried out within 
one year.

20.228 When debtor governments offer to repay the debt 
in anticipation, at a value below the principal value 
which includes interest in arrears, the event leads 
to an entry in the capital account with an impact 
on the government net lending/net borrowing, as 
a grant by the creditor is presumed. When early 
redemption leads to the payment of a penalty or 
fee to the lender as foreseen in the contract, the 
amount shall be recorded as income of the lender. 
In the case of securities, a buyback on the market 
leads to an entry in the revaluation accounts, unless 
the early redemption is imposed on the securities 
holder.

20.229 The difference in value in case of sale to a third 
party of government claims against other govern-
ments leads to a capital transfer entry in the capital 
accounts, with an impact on the government defi-
cit, because the nature of the claim implies an ori-
ginal intention to convey a benefit, and the sale is a 
way to conduct debt restructuring.

20.230 As a result, the capital transfer expenditure of gov-
ernment is revenue of the debtor, in recognition 
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of the fact that it is the genuine beneficiary of 
the transaction, with an entry in the rest of the 
world account matching the creditor government 
expenditure. For the seller, the transaction value of 
the claim disposed off is the principal value. The 
value of the claim enters both the new creditor’s 
and debtor’s accounts, i.e. respectively, the bank 
balance sheet and the ROW accounts — for the 
international investment position, at its reduced 
value.

20.231 In rarer cases, when the discount negotiated with 
the third party or with a debtor offering the repur-
chase of its debt only reflects changes in market 
interest rates, and not a change in credit worthi-
ness, the government creditor can be presumed to 
be acting as a normal investor. The difference, net 
of any penalty or fee, is entered in the revaluation 
accounts. One test is whether the amount repaid 
could have exceeded the principal value.

Debt assumption involving a transfer of non-
financial assets

20.232 If a government wants to ease the debt burden of 
a public corporation, it may also, in addition to 
the debt assumed by a government unit, take over 
non-financial assets such as public transport infra-
structure. This debt assumption involving a trans-
fer of non-financial assets to the government unit 
is deemed to be made by mutual agreement, and 
has exactly the same impact as a debt assumption 
on the government net lending/net borrowing: the 
amount of the capital transfer to be recorded in 
favour of the corporation is equal to the amount of 
the debt assumed. An acquisition of non-financial 
assets has a negative effect on net lending (+)/net 
borrowing (–).

Debt write-offs or write-downs

20.233 Debt write-offs are the reduction by a creditor in 
the balance sheet of the amount owed to it, usu-
ally when a creditor concludes that a debt obli-
gation has little or no value, because the debt is 
not going to be paid; the debtor is bankrupt, has 
dis appeared or cannot be realistically pursued 
for recoveries that would justify the various costs 
incurred. Debt write-downs refer to the reduction 
by a creditor in the carrying value of an asset in its 
balance sheet.

20.234 Write-downs and write-offs are internal account-
ing actions by the creditor and are often not recog-
nised as transactions, because they are not carried 
out by mutual agreement. However, it happens 
that write-downs and write-off do not amount to 
the annulment of the claim over the debtor and 
consequently there may commonly be reversals of 
write-downs, and less frequently write-offs.

20.235 Debt write-downs do not lead as such to entries in 
the balance sheet of the creditor because the car-
rying value of the debt already reflects the market 
value of the instrument or is at nominal value in 
the case of loans, unless the market value is proxied 
by the written down book value (in the case where 
the write down enters the revaluation accounts). In 
contrast, debt write-offs lead to the removal of the 
asset from the creditor balance sheet by way of an 
other change in the volume for the amount exiting 
— the principal value for loan, a market value for 
securities, unless the write-off reflects a debt cancel-
lation event. Thus, differently from debt assump-
tion or debt cancellation, debt write-offs and write-
downs have no effect on net lending/borrowing of 
government.

Other debt restructuring

20.236 Debt restructuring is an agreement to alter the 
terms and conditions for servicing an existing debt, 
usually on more favourable terms for the debtor. 
The debt instrument that is being restructured is 
considered to be extinguished and replaced by a 
new debt instrument with the new terms and con-
ditions. If there is a difference in value between the 
extinguished debt instrument and the new debt 
instrument, it is a type of debt cancellation and 
a capital transfer is necessary to account for the 
difference.

20.237 A debt-for-equity swap occurs when a creditor 
agrees to replace a debt owed to it by an equity 
security. For example, government may agree 
with a public enterprise owned by it to accept an 
increase in the government’s equity stake in the 
public enterprises in place of an existing loan. In 
such circumstance, the event should be subject 
to the capital injection test. Any difference in the 
value of the debt instrument being extinguished 
and the equity recognised is a capital transfer with 
an entry recorded in the revaluation accounts.
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20.238 Debt arrears occur when a debtor misses an interest 
or principal payment. The debt instrument will not 
normally change, but knowing the amount of debts 
in arrears can provide important information.

Purchase of debt above the market value

20.239 The acquisition of debt for a value above the mar-
ket value, at inception is called concessional loans, 
and later on debt defeasance. Both intend to con-
vey a benefit and so the recording of expenditure 
such as a capital transfer is required.

20.240 Debt defeasance occurs when a debtor matches 
debt instruments with financial assets having the 
same or greater debt service inflows. Even when 
the defeased instruments have been transferred to 
a separate entity, the gross position should still be 
recorded by treating the new entity as an ancillary 
unit and consolidating it with the defeasing unit. 
If the ancillary unit is non-resident, it is treated 
as a special purpose entity and the transactions 
of government with this unit should be treated as 
described in section ‘The government finance pres-
entation of statistics’.

20.241 Debt issued on concessional terms. There is no pre-
cise definition of concessional loans, but it is gener-
ally accepted that they occur when units of the gen-
eral government sector lend to other units in such 
a way that the contractual interest rate is intention-
ally set below the market interest rate that other-
wise would apply. The degree of concessionality 
can be enhanced with grace periods, frequencies of 
payments, and a maturity period favourable to the 
debtor. Since the terms of a concessional loan are 
more favourable to the debtor than market condi-
tions would otherwise permit, concessional loans 
effectively include a transfer from the creditor to 
the debtor.

20.242 Concessional loans are recorded at their nominal 
value just as other loans, but a capital transfer is 
recorded as a memorandum item at the point of 
loan origination equal to the difference between 
the contract value of the debt and its present value 
using a relevant market discount rate. There is no 
single market interest rate that should be used to 
measure the capital transfer. The commercial inter-
est reference rate published by the OECD may be 
applicable when the loan is issued by one of its 
member countries.

Defeasances and bailouts

20.243 A bailout is a term meaning a rescue from finan-
cial distress. It is often used when a government 
unit provides short-term financial assistance to a 
corporation to help it survive a period of finan-
cial difficulty or a more permanent injection of 
financial resources to help recapitalise the corpo-
ration. Bailouts of financial institutions are often 
referred to as financial defeasance. Bailouts are 
likely to involve highly publicised one-time trans-
actions with large values and, therefore, to be easy 
to identify.

20.244 Intervention of general government can take vari-
ous forms. Examples are the following:

(a) a government may guarantee certain liabilities 
of the enterprise to be assisted;

(b) a government may provide equity financing on 
exceptionally favourable terms;

(c) a government may purchase assets from the 
enterprise to be assisted for prices greater than 
their true market value;

(d) a government may create a special purpose 
entity or other type of public body to finance 
and/or to manage the sales of assets or liabil ities 
of the enterprise to be assisted.

20.245 Government guarantees during a bailout are 
treated as one-off guarantees to entities in finan-
cial distress. An example is where the entity is 
not able or has substantial difficulties to meet its 
obligations since its cash generating abilities are 
limit ed or the tradability of its assets is severely 
limited due to exceptional events. This will nor-
mally lead to recording a capital transfer at incep-
tion, as if the guarantee were called, for the entirety 
of the granted guarantee or, in case a reliable esti-
mation is available, for the amount of the expected 
call, which is the expected loss of government. See 
also paragraph 20.256.

20.246 If the government buys assets from the enterprise 
to be assisted, the amount paid will normally be 
more than the true market price of the assets. The 
purchase is recorded at the actual market price 
and a capital transfer recorded for the difference 
between the market price and the total amount 
paid.
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20.247 During a bailout, governments often buy loans 

from financial institutions for their nominal value 
rather than their market value. Even though loans 
are recorded at nominal prices, the transaction is 
partitioned by recording a capital transfer and an 
entry in the revaluation accounts. If there is reli-
able information that some loans are irrecover-
able, fully or for nearly their total amount, or if 
there is no reliable information on the expected 
loss, these loans are accounted for at zero value 
and a capital transfer is recorded for their former 
nominal value.

20.248 If a public institutional unit is created by govern-
ment with its only task being to assume manage-
ment of the bailout, the unit should be classified in 
the general government sector. If the new unit is 
intended to be an on-going concern with the bail-
out a temporary task, its classification as a govern-
ment unit or a public corporation is made follow-
ing the general rules as described in the section 
on restructuring agencies above. Units that pur-
chase financial assets from distressed financial cor-
porations with the objective of selling them in an 
orderly manner cannot be considered financial 
intermediaries because they do not place them-
selves at risk. They are classified in the general gov-
ernment sector.

Debt guarantees

20.249 A debt guarantee is an arrangement in which 
a guarantor agrees to pay a creditor if a debtor 
defaults. For general government, giving a guaran-
tee is a way to support economic activities without 
a need for an immediate cash outlay. Guarantees 
have a significant impact on the behaviour of eco-
nomic agents by modifying the lending and bor-
rowing conditions on financial markets.

20.250 For each guarantee, there are three parties 
involved: the lender, the borrower, and the guar-
antor. Originally, stocks and flows of the credit 
relationship are recorded between the lender 
and the borrower, while after the call stocks and 
flows related to the guarantee relationship are 
recorded between the lender and the guaran-
tor. Thus, the activation of guarantees involves 
the recording of flows and changes in the bal-
ance sheets of the debtor, the creditor, and the 
guarantor.

20.251 There are three main types of guarantee:

(i) guarantees that meet the definition of a finan-
cial derivative;

(ii) standardised guarantees; and

(iii) one-off guarantees.

Derivatives-type guarantees

20.252 Guarantees that meet the definition of financial 
derivatives are those that are actively traded on 
financial markets, such as credit default swaps. The 
derivative is based on the risk of default of a refer-
ence instrument and generally not actually linked 
to an individual loan or bond.

20.253 When such a guarantee is initiated, the purchaser 
makes a payment to the financial institution cre-
ating the derivative. This is recorded as a transac-
tion in financial derivatives. Changes to the value 
of the derivative are recorded as revaluations. If the 
reference instrument defaults, the guarantor pays 
the purchaser for its theoretical loss on the refer-
ence bond. This is also recorded as a transaction in 
financial derivatives.

Standardised guarantees

20.254 Standardised guarantees cover similar types of 
credit risk for a large number of cases. It is not pos-
sible to estimate precisely the risk of any one loan 
being in default, but it is possible to estimate how 
many, out of a large number of such loans, will 
default. The treatment of standardised guarantees 
is explained in Chapter 5.

One-off guarantees

20.255 One-off guarantees exist where the conditions of 
the loan or the security are so particular that it is 
not possible for the degree of risk associated with 
the loan to be calculated with any degree of accur-
acy. In general, the granting of a one-off guarantee 
is considered a contingency and is not recorded as 
a financial asset/liability in the balance sheet of the 
guarantor.

20.256 In exceptional cases, one-off guarantees granted 
by governments to corporations in certain well-
defined financially distressed situations (for 
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example where the corporation has negative own 
funds), implying a very high likelihood to be called, 
are treated as if such guarantees were called at 
inception (see also paragraph 20.245).

20.257 The activation of a one-off guarantee is treated in 
the same way as a debt assumption. The original 
debt is liquidated and a new debt is created between 
the guarantor and the creditor. The debt assump-
tion implies the recording of a capital transfer in 
favour of the defaulting debtor. The capital trans-
fer is offset by a financial transaction, the finan-
cial liability transferred from the corporation to 
government.

20.258 The activation of a guarantee may or may not 
require repayment of debt at once. The accrual 
principle for time of recording suggests that the 
total amount of debt assumed should be recorded 
at the time the guarantee is activated and the 
debt assumed. The guarantor is the new debtor, 
and principal repayments by the guarantor and 
interest accruals on the assumed debt should be 
recorded when these flows occur. Thus, when 
calls on guarantees solely involve the settlement 
of the debt service due on the debt during the 
accounting period, as in the case of cash calls, a 
capital transfer is recorded for the amounts set-
tled. However when a pattern of partial calls are 
observed such as three times in succession, and 
is expected to continue, a debt assumption is 
recorded.

20.259 When the original debtor refunds the guarantor 
while an expenditure has been recorded on past 
guarantee calls, revenue is recorded by the guaran-
tor. However this revenue should be tested for the 
super-dividend test when the debtor is controlled 
by the guarantor; any excess of the refund over the 
entrepreneurial income is recorded as withdrawal 
of equity.

Securitisation

Definition

20.260 Securitisation consists of issuing securities on the 
basis of cash flows that are expected to be gener-
ated by assets, or other income streams. Securities 
depending on cash flows from assets are called 
‘asset backed securities’ (ABS).

20.261 In securitisation, the originator conveys owner-
ship rights over assets, or the right to receive spe-
cific future flows, to a securitisation unit, which 
in return pays an amount to the originator from 
its own source of financing. Such a securitisation 
unit is often known as a special purpose entity. 
The securitisation unit obtains its own financing 
by issuing securities using the assets or rights to 
future flows transferred by the originator, as collat-
eral. The key question in recording the payment by 
the securitisation unit to the originator is whether 
the transfer of the asset is a sale of an existing asset 
to the securitisation unit, or a means of borrowing 
using future flows of revenues as collateral.

Criteria for sale recognition

20.262 In order for the securitisation to be treated as a sale, 
a marketable asset must exist in the balance sheet 
of government and there must be a full change of 
ownership to the securitisation unit as evidenced 
by the transfer of the risks and rewards linked to 
the asset.

20.263 Thus, securitisation of future revenue flows not 
recognised as a return on economic assets, such as 
future oil royalties, is borrowing by the originator.

20.264 When a securitisation involves flows associated to 
a financial or a non-financial asset, the risks and 
rewards associated with owning the assets must be 
transferred for a sale to be recorded.

20.265 If government retains a beneficial interest in the 
securitisation, by way of retaining a deferred pur-
chase price, which is the right to excess flows above 
the original securitisation value, or the right to own 
the last tranche issued by the securitisation unit, or 
by other means, no sale has occurred, and the event 
is originator’s borrowing.

20.266 If government, as originator, guarantees repay-
ment of any debt incurred by the securitisation 
unit related to the asset, risks associated with 
the asset have not been transferred. No sale has 
occurred and the event is originator’s borrowing. 
Guarantees can take various forms such as insur-
ance contracts, derivatives, or clauses of substitu-
tion of assets.

20.267 If it is determined that the securitisation con-
tract involves the true sale of a marketable asset, 
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the sector classification of the securitisation unit 
must be examined. Criteria are set in the section 
‘Defining the general government sector’ for estab-
lishing if the securitisation unit is an institutional 
unit and if it has a financial intermediation func-
tion. If the securitisation unit is classified to the 
government sector, the securitisation is govern-
ment borrowing. If the securitisation unit is clas-
sified as other financial intermediary (S.125), then 
the securitisation will be reported as a sale of assets, 
with no direct impact on government debt, and 
with an impact on government deficit if the flows 
are securitised on a non-financial asset.

20.268 If government provides compensation, in the form 
of cash after the event, or other means such as guar-
antees, thus removing the transfer of risks, a securi-
tisation originally viewed as a sale is from that 
moment classed as borrowing, with the following 
transactions: incurrence of a liability and acquisi-
tion of assets with a capital transfer expenditure in 
the event that the value of the liability exceeds that 
of the asset.

Recording of flows

20.269 When a securitisation operation is recorded as bor-
rowing, the cash flows passed on to the securitisa-
tion unit are first recorded in the accounts of gov-
ernment and simultaneously as repayment of debt, 
both interest and principal.

20.270 When cash flows extinguish prior amortisation 
of the debt incurred, the remainder liability is 
removed from the government balance sheet by 
another change in volume.

20.271 After complete extinction of a debt incurred, any 
remaining cash flows passed over to the securitisa-
tion unit in accordance with the securitisation con-
tract are recorded as originator’s expenditure.

Other issues

Pension obligations

20.272 The treatment of pension schemes is described in 
Chapter 17, including a supplementary table to the 
core national accounts of the ESA, where all obli-
gations of pension schemes are to be accounted for, 
including pension obligations arising from social 

security schemes. The pension entitlements of gov-
ernment sponsored unfunded employment-related 
defined benefit schemes are to be recorded only in 
those supplementary accounts.

Lump sum payments

20.273 On occasion, units may pay a lump sum to gov-
ernment in exchange for taking over some of their 
pension obligations. Such large one-off transac-
tions occur between a government and another 
unit, usually a public corporation, often linked to 
the change of status of the corporation, or to its 
privatisation. The government usually assumes the 
obligations in question in exchange for a cash pay-
ment covering the expected deficit resulting from 
the transfer.

20.274 In concept, being an equal exchange of cash for the 
incurrence of an obligation that is a liability, the 
transaction should not affect measures of net worth 
and financial net worth, and should not alter gov-
ernment net lending/net borrowing. However, the 
pension obligation may not appear as a liability on 
the balance sheet of either of the units transferring 
and assuming the obligations. For example, when 
transferred to the government, the pension obliga-
tions may be merged with a social security scheme 
for which no liability is recognised.

20.275 In this context, such a lump sum payment should 
be viewed as a prepayment of social contributions. 
In consideration of the various arrangements 
observed in practice and in order to avoid any dis-
tortion in the calculation of some aggregates such 
as labour costs and compulsory levies, the lump 
sum is recorded as a financial advance (F.8), a pre-
payment of miscellaneous current transfers (D.75) 
which will be recorded in the future in proportion 
to the related payments of pensions. As a result, the 
lump sum payment has no impact on the net lend-
ing/net borrowing of the general government in 
the year of transfer of obligations.

Public-private partnerships

Scope of PPP

20.276 Public-private partnerships (PPPs) are complex, 
long-term contracts between two units, one of 
which is normally a corporation (or a group of 
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corporations, private or public) called the oper-
ator or partner, and the other normally a govern-
ment unit called the grantor. PPPs involve a signifi-
cant capital expenditure to create or renovate fixed 
assets by the corporation, which then operates and 
manages the assets to produce and deliver services 
either to the government unit or to the general 
public on behalf of the public unit.

20.277 At the end of the contract, the grantor usually 
acquires legal ownership of the fixed assets. The 
fixed assets are in most cases characteristic of some 
core public service such as schools or universities, 
hospitals, and prisons. They also may be infra-
structure assets because many of the large projects 
undertaken by means of PPPs involve the provi-
sion of transportation, communications, utilities, 
or other services typically described as infrastruc-
ture services.

20.278 A general description that includes the most com-
mon accounting problems is as follows: a corpor-
ation agrees to acquire a complex of fixed assets and 
then to use those assets together with other produc-
tion inputs to produce services. Those services may 
be delivered to government, either for use as an 
input to its own production such as in motor vehicle 
maintenance services, or for distribution to the pub-
lic without payment such as education services, in 
which case government makes periodic payments 
during the contract period and the corporation 
expects to recover its costs and earn an adequate rate 
of return on its investment from those payments.

20.279 PPP contracts under this definition involve the 
grantor paying the operator ‘availability’ or 
‘demand’ fees, and as such constitute a procure-
ment arrangement. In contrast to other long-
term service contracts, a dedicated asset is created. 
Thus, a PPP contract implies the government pur-
chase of a service produced by a partner through 
the creation of an asset. There can be many vari-
ations in PPP contracts regarding the disposition 
of the assets at the end of the contract, the required 
operation and maintenance of the assets during the 
contract, the price, quality, and volume of services 
produced, and so forth.

20.280 When the corporation sells the services directly to 
the public through for example a toll road, the con-
tract is seen as a concession rather than a PPP. The 
price is routinely regulated by the government and 

set at a level that the corporation expects will per-
mit it to recover its costs and earn an adequate rate 
of return on its investment. At the end of the con-
tract period, the government may gain legal own-
ership and operational control of the assets, possi-
bly without payment.

20.281 In PPP contract, the corporation acquires the fixed 
assets and is the legal owner of the assets during the 
contract period, in some cases with the backing of 
the government. The contract often requires that 
the assets meet the design, quality, and cap acity 
specified by government, be used in the manner 
specified by government to produce the services 
required by the contract, and be maintained in 
accordance with standards defined by government.

20.282 Furthermore, the assets typically have service lives 
much longer than the contract period so that gov-
ernment may control the assets, bear the risks and 
receive the rewards, for a major portion of the 
assets’ service lives. Thus, it is frequently difficult 
to determine whether it is the corporation or the 
government that bears the majority of the risks and 
reaps the majority of the rewards.

Economic ownership and allocation of the asset

20.283 As with leases, the economic owner of the assets in 
a PPP is determined by assessing which unit bears 
the majority of the risks and which unit is expected 
to receive a majority of the rewards of the assets. 
The asset will be allocated to this unit, and conse-
quently the gross fixed capital formation. The main 
risk and reward elements to be assessed are:

(a) construction risk, which includes costs over-
runs, the possibility of additional costs result-
ing from late delivery, not meeting specifica-
tions or building codes, and environmental and 
other risks requiring payments to third parties;

(b) availability risk, which includes the possibil-
ity of additional costs such as maintenance 
and financing, and the incurrence of penal-
ties because the volume or quality of the ser-
vices do not meet the standards specified in the 
contract;

(c) demand risk, which includes the possibility that 
demand for the services is higher or lower than 
expected;
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(d) residual value and obsolescence risk, which 

include the risk that the asset will be less than 
its expected value at the end of the contract 
and the degree to which the government has an 
option to acquire the assets;

(e) the existence of grantor financing or granting 
guarantees, or of advantageous termination 
clauses notably on termination events at the 
initiative of the operator.

20.284 The risks and rewards are with the operator if the 
construction risk and either the demand or the 
availability risks have been effectively transferred. 
Majority financing, guarantees covering a majority 
of financed levied, or termination clauses provid-
ing for a majority reimbursement of finance pro-
vider on termination events at the initiative of the 
operator lead to the absence of effective transfer of 
either of these risks.

20.285 In addition, owing to the specificity of PPP con-
tracts, which involve complex assets, and when the 
assessment of risks and rewards is not conclusive, a 
relevant question is which unit has a decisive influ-
ence on the nature of the asset and how the terms 
and conditions of the services produced with the 
asset are determined, notably:

(a) the degree to which the government determines 
the design, quality, size, and maintenance of the 
assets;

(b) the degree to which the government is able to 
determine the services produced, the units to 
which the services are provided, and the prices 
of the services produced.

20.286 The provisions of each PPP contract shall be evalu-
ated in order to decide which unit is the economic 
owner. Due to the complexity and variety of PPPs, 
all of the facts and circumstances of each con-
tract should be considered, and then the account-
ing treatment, that best reflects the underlying eco-
nomic relationships, selected.

Accounting issues

20.287 If the corporation is assessed as being the economic 
owner and if — as is commonly the case — the gov-
ernment obtains legal and economic ownership at 
the end of the contract without an explicit payment, 
a transaction is recorded for the government’s 

acquisition of the assets. One general approach is 
for the government gradually to build up a finan-
cial claim and the corporation gradually to accrue 
a corresponding liability such that the value of both 
will equal the expected residual value of the assets 
at the end of the contract period. Implementing 
this approach requires existing monetary trans-
actions to be rearranged or new transactions to 
be constructed using assumptions about expected 
asset values and interest rates. This implies parti-
tioning the PPP payments, when the PPP asset is 
off government balance sheet, in a component rep-
resenting the acquisition of a financial asset.

20.288 An alternative approach is to record the change of 
legal and economic ownership at the end as a cap-
ital transfer in kind. The capital transfer approach 
does not reflect the underlying economic reality 
as well, but data limitations, uncertainty about the 
expected residual value of the assets, and contract 
provisions allowing various options to be exer-
cised by either party make using a capital transfer 
approach the most prudent.

20.289 Another significant problem arises when govern-
ment is assessed as being the economic owner of 
the assets but does not make any explicit payment at 
the beginning of the contract. A transaction must be 
constructed to accomplish the acquisition. The most 
common suggestion is that the acquisition be made 
with an imputed financial lease because of the sim-
ilarity with actual financial leases. The implemen-
tation of that choice, however, depends on the spe-
cific contract provisions, how they are interpreted, 
and possibly other factors. For example, a loan could 
be imputed and actual government payments to the 
corporation, if they exist, could be rearranged so 
that a portion of each payment represents repay-
ment of the loan. If there are no actual government 
payments, then non-monetary transactions could be 
constructed for the loan payments. Other means of 
payment by government for the asset could be an 
operating lease prepayment if an operating lease is 
imputed or an intangible asset for the right of the 
corporation to access the assets for the production 
of services.

20.290 Another important problem concerns the measure-
ment of production. Whatever decisions are made 
about which unit is the economic owner of the assets 
during the contract period and how the government 
eventually acquires them, care should be taken that 
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production is correctly measured. Again, there are 
options and their desirability varies with the exact 
situation and the availability of data. The difficulty 
arises when the government is assessed as being the 
economic owner of the assets but the assets are used 
by the corporation to produce services. It is desir-
able to show the value of the capital services as a 
cost of production of the corporation, but that may 
require the imputation of an operating lease, which 
in turn may require a rearrangement of actual trans-
actions or a construction of non-monetary transac-
tions to identify the lease payments. An alternative 
is to show the cost of capital services in the produc-
tion account of the general government sector but 
to classify the output of the government in the same 
way as the classification of the output of the corpor-
ation so that the total output in the economy is cor-
rectly classified.

Transactions with international and supranational 
organisations

20.291 Transactions that occur between resident units and 
international or supranational organisations are 
classified to the rest of the world sector.

20.292 An example of such transactions is between non-
government residents and institutions of the 
European Union, where these are considered as 
the principal parties to the transaction even though 
government units play a role as an intermedi-
ary agent in channelling the funds. The recording 
of the main transactions is directly between the 
two parties and does not impact on the govern-
ment sector. The government’s role is recorded as a 
financial transaction (F.89).

20.293 The recording of specific transactions between 
national residents and institutions of the European 
Union are set out below for various categories:

(a) taxes: some taxes on products, such as import 
duties and excises, are payable to institutions 
of the European Union or other supranational 
organisations. These form three categories:

(1) those payable directly, such as, in the past, the 
European Coal and Steel Community levy on min-
ing and iron and steel producing entities, which 
are recorded directly;

(2) those collectible by national governments as agents 
on behalf of the institutions of the European Union 
or other supranational organisations, but where 

the tax is judged as payable directly by the resi-
dent producers. Examples are levies on imported 
agricultural products, monetary compensatory 
amounts levied on imports and exports, sugar 
production levies and the tax on isoglucose, co-
responsibility taxes on milk and cereals, and cus-
tom duties levied on the basis of the integrated tar-
iff of the European Communities. Such items are 
recorded directly from the producers to the supra-
national organisation, with government’s role as an 
intermediary recorded as a financial transaction;

(3) receivables of value added tax in each Member State. 
They are recorded as receivable by national govern-
ments, with the amounts that Member States pro-
vide to the European Union recorded as a current 
transfer (D.76). The time of recording of the trans-
fer from government is when it is to be paid;

(b) subsidies: any subsidies directly payable by supra-
national organisations to resident producers are 
recorded as directly payable by the supranational 
organisation rather than a resident government 
unit. Subsidies payable to resident producers and 
channelled through government units as interme-
diaries are similarly recorded directly between the 
principal parties, but also create entries in other 
accounts receivable/payable (F.89) in the govern-
ment financial accounts;

(c) miscellaneous current transfers: contributions to 
the European Union budget from Member States 
for the third and fourth types of payment designed 
to give the European Union its own resources. 
The third resource is calculated by applying a flat 
rate to the Value Added Tax base of each Member 
State. The fourth resource is based on the gross 
national income of each Member State. Such pay-
ments are considered to be compulsory transfers 
from governments to the European Union. They 
are classified as miscellaneous current transfers 
and recorded when they are to be paid;

(d) current international cooperation: most other 
current transfers, in cash or in kind, between 
government and non-resident units, includ-
ing international organisations, are classi-
fied as current international cooperation. This 
includes current aid to developing countries, 
wages payable to teachers, advisers and other 
government agents in activity abroad etc. One 
characteristic of current international cooper-
ation is that it consists of transfers made on a 
voluntary basis;
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(e) capital transfers: investment grants, in cash or 

in kind, and other capital transfers, especially 
as the counterpart transaction of debt cancel-
lation or debt assumption, can be payable to 
or receivable from an international or supra-
national organisation;

(f) financial transactions: some financial trans-
actions, usually loans, may be recorded when 
granted by international organisations such as the 
World Bank and International Monetary Fund. 
Government investments in the capital of inter-
national and supranational organisations apart 
from the International Monetary Fund are classi-
fied as other equity (F.519), unless there is no pos-
sibility of repayment in which case they are classi-
fied as current international cooperation.

20.294 The institutions of the European Union make sig-
nificant current and capital transfers through 
structural funds such as the European Social Fund, 
the European Regional Development Fund and 
the Cohesion Fund. The final beneficiaries of such 
transfers can be government or non-government 
units.

20.295 Grants paid from structural funds often involve 
co-financing, whereby the European-Union jointly 
funds an investment made by government. There 
can be a mixture of pre-payments, interim and 
final payments, which may be channelled through 
at least one government unit. Resident govern-
ment units may also make advances payments of 
the receipts expected from the European Union.

20.296 When non-government units are the beneficiar-
ies, any payments made by government in advance 
of European Union cash receipts are recorded as 
financial transactions in other accounts receivable/
payable. The counterpart of the financial transac-
tion is the European Union if the accrual point of 
the non-financial transaction has occurred, other-
wise it is the beneficiary. The accounts receivable/
payable positions unwind when the cash is paid.

20.297 The recording time of co-financed government 
expenditure transfers is the time when European 
Union authorisation is given.

20.298 There may be circumstances where government 
advances exceed the amount allowable once this 
is determined by the authorisation process. If the 
beneficiary is in a position to repay the excess this 

unwinds the other accounts payable it has with 
government. If the beneficiary cannot repay, then a 
capital transfer from government is recorded can-
celling the other accounts payable.

20.299 When government units are the beneficiaries, the 
government revenue is moved forward to match 
the time of expenditure in a departure from the 
general rules on time of recording for such trans-
fers. If there is a considerable time lag between the 
government expenditure taking place and cash 
being received, then the revenue can be recorded 
when the claim to the European Union is submit-
ted; this is applicable only when: reliable informa-
tion on the time of the expenditure is not available; 
or amounts are big; or the time lag between the 
expenditure and submission of claim is small.

20.300 All advance payments from the European Union 
to government units as final beneficiaries at the 
inception of multi-year programmes are recorded 
as financial advances.

Development assistance

20.301 Governments provide assistance to other countries 
by lending funds at an interest rate that is inten-
tionally less than the market interest rate for a 
loan with comparable risk (concessional loans as 
described in the section ‘Accounting issues relat-
ing to general government’, ‘Dept operations’), or 
grants in cash and in kind.

20.302 Recording the international assistance through 
grants in kind, such as deliveries of food stocks, 
often creates difficulty. The prices of the goods or 
services being delivered in kind, such as the food 
stocks, in the receiving country might be quite dif-
ferent from the prices in the donor country. As a 
general principle, the value of the donation to the 
recipient should be regarded as equal to the cost 
of providing the assistance to the recipient. It fol-
lows that the prices of the donor country should 
be used as a basis for the calculation of the value of 
the donation. In addition to the goods or services 
themselves, all supplemental costs identifiable 
with the delivery of the goods or services should 
be included, such as transportation to the foreign 
country, delivery within that country, the compen-
sation of government employees of the donating 
country to prepare the shipments or oversee their 
delivery, insurance, and so forth.
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The public sector

20.303 The public sector consists of general government 
and public corporations. The elements composing 
the public sector are already present in the main 

sector structure of the system and can be re arranged 
to compile the public sector accounts. This is under-
taken by putting together the subsectors of the 
general government sector and the public sub sectors 
of non-financial and financial corporations.

Non-financial 
corporations

Financial corporations General government NPISHs Households

Public Public
Public Private

Private

Private Private

20.304 Public financial corporations can be further divided 
into the central bank, and other public financial 

corporations, which can be further subdivided into 
subsectors of financial corporations as appropriate.

Table 20.2 — The public sector and its subsectors

General government Public corporations

Central 
government

State 
government

Local 
government Social security

Public non-
financial 
corporations

Public financial corporations

Central bank
Other public 
financial 
corporations

20.305 Public sector accounts may be constructed accord-
ing to the ESA framework and sequence of 
accounts, and in principle both consolidated and 
unconsolidated versions are analytically useful. 
Alternative presentations, such as the consolidated 
and unconsolidated equivalents of the Government 
Finance Statistics presentation described earlier in 
this Chapter, are also useful.

20.306 All institutional units included in the public 
sector are resident units controlled by govern-
ment, either directly or indirectly by public sec-
tor units in aggregate. The control over an entity 
is defined as the ability to determine the general 
policy of that entity. This is described in more 
detail below.

20.307 The distinction between a public sector unit being 
part of general government or a public corpor-
ation is determined by the market/non-market 
test, as described in Chapter  3 and above. Non-
market public sector units are classified in gen-
eral government and market public sector units 
are classified as public corporations. The only 
exception to this general rule is for certain finan-
cial institutions that either supervise or serve 
the financial sector, which are classified as pub-
lic financial corporations irrespective of whether 
they are market or non-market.

20.308 The legal form of a body is not a guide to its sec-
tor classification. For example, some legally consti-
tuted public sector corporations may be non-mar-
ket units and hence classified to general govern-
ment rather than as public corporations.

Public sector control

20.309 Control of a resident public sector unit is defined 
as the ability to determine the general policy of 
the unit. This can be through the direct rights of a 
single public sector unit or the collective rights of 
many. The following indicators of control are to be 
considered:

(a) rights to appoint, veto or remove a majority 
of officers, board of directors etc. The rights 
to appoint, remove, approve or veto a major-
ity of the governing board of an entity are suffi-
cient to determine control. Such rights may be 
directly held by one public sector unit, or indir-
ectly by public sector units in aggregate. If the 
first set of appointments are controlled by the 
public sector but subsequent replacements are 
not subject to these controls, then the entity 
remains in the public sector until the time 
when the majority of the directors are not con-
trolled appointments;
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(b) rights to appoint, veto or remove key person-

nel. If the control of general policy is effect-
ively determined by influential members of 
the board, such as the chief executive, chair-
person and finance director, then the powers 
to appoint, veto or remove those personnel are 
given greater prominence;

(c) rights to appoint, veto or remove a majority of 
appointments for key committees of the entity. 
If key factors of the general policy, such as 
remuneration of senior staff, pay and business 
strategy, are delegated to subcommittees, then 
the rights to appoint, remove or veto of direct-
ors on these subcommittees is a determinant of 
control;

(d) ownership of the majority of the voting inter-
est. This will normally determine control when 
decisions are made on a one-share, one-vote 
basis. The shares may be held directly or indir-
ectly, with shares owned by all public sector 
units aggregated. If decisions are not made on 
a one-share, one-vote basis the situation should 
be analysed to see if the public sector has a 
majority vote;

(e) rights under special shares and options. These 
golden or special shares were once common 
in privatised corporations and also feature in 
some special purpose entities. In some cases 
they give public sector entities some re sidual 
rights to protect interests; such rights may be 
permanent or time-limited. The existence of 
such shares is not by itself an indicator of con-
trol, but needs to be carefully analysed, in par-
ticular the circumstances where the powers 
may be invoked. If the powers influence the 
current general policy of the entity they will 
be important to the classification decisions. 
In other cases they will be reserve powers that 
may confer rights to control general policy in 
times of emergency etc, these are judged as 
irrelevant if they do not influence existing pol-
icy, although in the event that they are utilised 
they will usually trigger immediate reclas-
sification. The existence of a share purchase 
option to public sector entities in certain cir-
cumstances is a similar situation, and a judge-
ment is necessary on whether the powers to 
implement the option influence the general 
policy of the entity;

(f) rights to control via contractual agreements. 
If all the sales of an entity are to a single pub-
lic sector entity, or a collection of public sector 
entities, there is scope for dominant influence 
that can be judged as control. The presence of 
other customers, or the potential to have other 
customers, is an indicator that the entity is not 
controlled by public sector units. If the entity is 
restricted from dealing with non-public sector 
customers due to public sector influence, then 
this is an indicator of public sector control;

(g) rights to control from agreements/permission 
to borrow. Lenders often impose controls as 
conditions of making loans. If the public sector 
imposes controls through lending, or to protect 
its risk exposure from a guarantee, which are 
tougher than a private sector entity would typ-
ically face from a bank, this is an indicator of 
control. If an entity requires permission from 
the public sector to borrow, then this is an indi-
cator of control;

(h) control via excessive regulation. When regu-
lation is so tight that it effectively dictates the 
general policy of the business, it is a form of 
control. Public authorities can in some cases 
have powerful regulatory involvement, particu-
larly in areas such as monopolies and privatised 
utilities where there is a public service element. 
It is possible for regulatory involvement to exist 
in important areas, such as price setting, with-
out an entity ceding control of general policy. 
Choosing to enter into or operate in a highly 
regulated environment is similarly an indicator 
the entity is not subject to control;

(i) others. Control may also be obtained from 
statutory powers or rights contained in an 
entity’s constitution, for example to limit the 
activities, objectives and operating aspects, 
approve budgets or prevent the entity chang-
ing its constitution, dissolving itself, approving 
dividends, or terminating its relationship with 
the public sector. An entity that is fully, or close 
to fully, financed by the public sector is con-
sidered to be controlled if the controls on that 
funding stream are restrictive enough to dictate 
the general policy in that area.

20.310 Each classification case needs to be judged on its 
own merits and some of these indicators may not 
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be relevant to the individual case. Some indicators, 
such as (a), (c) and (d) in paragraph 20.309, are 
sufficient by themselves to establish control. For 
others a number of separate indicators may collect-
ively indicate control.

Central banks

20.311 Central banks are generally assumed to be pub-
lic financial corporations, even in the case where 
other than government are their sole or majority 
legal owner. They are considered as public corpor-
ations through governments having economic 
ownership or exerting control by other means.

20.312 A central bank is a financial intermediary, whose 
activity is subject to specific legal provisions, and 
which is placed under general control of govern-
ment, representing the national interest, even 
though the central bank enjoys a large degree of 
autonomy or independence with respect to exercis-
ing its main activity (notably the monetary policy). 
The key issue here is the recognition of the central 
bank’s main function and activity — to manage the 
nation’s reserve assets, to issue the national cur-
rency and to conduct the monetary policy — rather 
than its legal status. Government often has a formal 
right to liquidation proceeds.

20.313 Because of the existence of such beneficial interest 
or because of the government role, ownership of 
government over the central bank equity — or, at 
least, over the reserve assets managed by the cen-
tral bank — is recognised in national accounts, 
as an economic ownership even in circumstances 
where it has no legal ownership.

Public quasi-corporations

20.314 Public quasi-corporations do not possess the legal 
characteristics of independent corporations but 
behave sufficiently differently from their owners, 
and more like entities in the non-financial or finan-
cial corporations sectors, to be recognised as insti-
tutional units.

20.315 The activities of the quasi-corporation must be 
ring-fenced, with sufficient information to allow 

a complete set of accounts to be compiled (see 
point (f) of paragraph 2.13), and be market units.

Special purpose entities and non-residents

20.316 Public sector entities may set up or use special pur-
pose entities (SPEs) or special purpose vehicles. 
Such units often have no employees or non-finan-
cial assets and little physical presence beyond a 
‘brass plate’ confirming their place of registration. 
They may be resident in a different territory.

20.317 SPE units set up by the public sector must be 
investigated to see if they have the power to act 
independently, are restricted in their activities, 
and carry the risks and rewards associated with 
the assets and liabilities they hold. If they do not 
meet such criteria they are not recognised as sep-
arate institutional units and, if resident, are con-
solidated into the public sector unit that created 
them. If non-resident they are recognised as part 
of the rest of the world and any transactions they 
undertake are re-routed via the public sector unit 
that created them.

20.318 Non-resident international joint ventures between 
governments, where neither party has control 
of the entity, are apportioned to governments as 
notional resident units.

Joint ventures

20.319 Public and private sector units can enter into a 
joint venture whereby an institutional unit is estab-
lished. That unit may enter into contracts in its 
own name and raise finance for its own purposes. 
The unit is allocated to the public or private sectors 
depending on which party controls it.

20.320 In practice, in most joint ventures there is joint 
control. If the unit is classified as non-market it 
is by convention classified to general government 
since its behaviour is that of a government unit. 
If the unit is classified as a market producer and 
control is evenly divided, then the unit is parti-
tioned into halves, one half allocated to the pub-
lic sector and the other allocated to the private 
sector.
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CHAPTER 21

Links between business accounts and national accounts 
and the measurement of corporate activity

21.01 Business accounts represent, alongside business 
surveys, a major source of information for cor-
porate activity in national accounts. National 
accounting shares with business accounting a 
number of characteristics, the most noticeable of 
which are:

(a) the recording of transactions in accounts, i.e. in 
two-column tables;

(b) monetary valuation;

(c) use of balancing items;

(d) recording of transactions as they take place; 
and

(e) internal coherence of the system of accounts.

However, national accounting differs on a num-
ber of points, because it has a different object ive: 
national accounting aims to describe within a 
coherent framework all the activities of a coun-
try and not just those of an enterprise or group of 
enterprises. This objective of a consistent picture 
across all entities in an economy and their relation-
ship with the rest of the world brings constraints 
which do not affect business accounting.

21.02 National accounting has international standards 
shared across every country in the world. The devel-
opment and application of business accounting dif-
fer amongst countries. However, business account-
ing is moving to applying shared international 
standards. Harmonisation at world level began on 
29 June 1973 with the creation of the International 
Accounting Standards Committee (IASC) whose 
mission was to develop basic accounting stand-
ards referred to as IAS (International Accounting 
Standards) and then later as IFRS (International 

Financial Reporting Standards), that could be 
applied across the world. In the European Union, 
the consolidated accounts of EU listed companies 
are prepared according to the IFRS frame of refer-
ence from 2005 onwards.

21.03 Detailed guidelines on the contents of business 
accounts and how to link business accounts to 
national accounts belong in specialised manuals. 
This Chapter answers the most common questions 
raised when compiling national accounts on the 
basis of business accounts, and addresses specific 
issues of the measurement of corporate activity.

Some specific rules and methods of 
business accounting

21.04 In order to extract information from business 
accounts, national accountants should understand 
the international accounting standards for pri-
vate corporations and for government bodies. The 
standards for private corporations are drawn up 
and maintained by the International Accounting 
Standards Board (IASB), and, for government bod-
ies, by the International Public Sector Accounting 
Standards Board (IPSASB). The following para-
graphs set out general principles of business 
accounting.

Time of recording

21.05 Business accounts record transactions when they 
take place, giving rise to claims and obligations, 
independently of the payment. This is recording on 
an accruals basis, as opposed to a cash basis. The 
national accounts are also drawn up on an accruals 
basis.
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Double entry and quadruple entry 
accounting

21.06 In business accounts, each transaction of the enter-
prise is recorded in at least two different accounts, 
once on the debit side and once on the credit side 
for the same amount. This double entry system 
enables a check of the consistency of the accounts.

In national accounts, a quadruple entry system 
can also be used for most transactions. A transac-
tion is reflected twice by each of the institutional 
units involved, for example once as a non-finan-
cial transaction in the production, income and 
capital accounts, and once as a financial transac-
tion associated with the change in financial asset 
and liability.

Valuation

21.07 In business accounts and in national accounts, 
transactions are recorded at the price agreed upon 
by the transactors. 

Assets and liabilities are generally valued at their 
original or historical cost in the financial state-
ments of business entities, in possible combin ation 
with other prices, e.g. market prices for invento-
ries. Financial instruments should be valued at 
fair value, which aim to reflect prices observed in 
markets by using specific valuation techniques if 
necessary.

In national accounts, assets and liabilities are 
recorded at current values at the time to which the 
balance sheet relates, not at their original valuation.

Income statement and balance sheet

21.08 For business accounts, two financial statements 
are prepared: the income statement and the bal-
ance sheet. The income statement groups together 
the transactions for income and costs, and the bal-
ance sheet stocks of assets and liabilities. These 
statements show the balances of the accounts, and 
transactions at an aggregate level. The statements 
are presented in the form of accounts. Both state-
ments are closely linked to each other. The balance 
of the income statement is a profit or loss of the 

enterprise. This profit or loss is also included in the 
balance sheet.

21.09 The transaction accounts whose balance is included 
in the income statement are flow accounts. Their 
objective is to show the totals of income and 
expenditure during the financial year.

21.10 Balance sheets are stock accounts. They show the 
value of the assets and liabilities at the end of the 
financial year.

National accounts and business 
accounts: practical issues

21.11 In order that national accountants may use busi-
ness accounts on a large scale, and not just in iso-
lated cases, a number of conditions must be met.

The first is access to businesses’ accounts. Usually, 
the publication of accounts is mandatory for large 
enterprises. Databases of such accounts are set up 
by private or public bodies, and it is important that 
national accountants are able to access these. For 
large enterprises, it is generally possible to obtain 
accounts directly from them.

The second condition is a minimum degree of 
standardisation of the accounting documents pub-
lished by enterprises, since this is a necessary con-
dition for computerised processing. A high level of 
standardisation is often associated with the exist-
ence of a body collecting accounts from enterprises 
in a standardised form. Collection may be organ-
ised on a voluntary basis, as in the case of the body 
running a financial statements centre which per-
forms analyses for its members, or it may be made 
mandatory by law, as is the case where the collect-
ing body is the tax authority. In both cases, national 
accountants are to request access to the databases, 
respecting the confidentiality policies that apply.

21.12 Business accounts can be used when the accounts 
are not compiled on a standardised basis. In many 
countries, sectors of the economy are dominated 
by a small number of large enterprises, and the 
accounts of those large enterprises can be used for 
the national accounts. Useful information can also 
be found in the notes to the accounts, such as more 
detail or guidance on how to interpret the entries 
in the accounts.
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21.13 Business surveys are the other major source of 

data for the national accounts on corporate activ-
ities. Such surveys provide satisfactory results if the 
questions asked are compatible with entries and 
concepts of business accounts. An enterprise will 
not provide reliable information which is not based 
on its own internal information system. Business 
surveys are generally necessary, even in the best 
case where national accountants are able to access 
accounting databases, as the information con-
tained in such databases is rarely detailed enough 
to meet all the needs of national accountants.

21.14 Globalisation complicates the use of business 
accounts in preparing national accounts. Business 
accounts must be drawn up on a national basis to 
be useful and this is not the case when enterprises 
have subsidiaries abroad. When the activity of the 
enterprise extends beyond the national territory, 
adjustments are necessary to create a national pic-
ture based on the enterprise’s business accounts. 
Enterprises must provide to the business accounts 
database, either accounts on a national basis, or the 
adjustments to render the enterprise accounts on 
a national basis. When the accounts are collected 
from the enterprises by the tax authority, the tax 
authority generally requires that the data are pro-
vided on a national basis in order to be able to cal-
culate the tax on profit, and this is the most favour-
able case for use in national accounts.

21.15 Another practical condition is that the financial 
year should correspond with the reference period 
of the national accounts. For annual accounts, this 
is generally the calendar year, and so it is desir able, 
in order to make best use of business accounts, that 
the majority of these enterprises start their finan-
cial year on 1 January. Enterprises can choose 
other financial year start dates. For operations cor-
responding to flows in the national accounts, it is 
often acceptable to recreate accounts on the basis of 
the calendar year by combining proportions of two 
successive financial years, but for balance sheets 
this method provides less satisfactory results, espe-
cially for items liable to rapid fluctuations during 
the year. Quarterly accounts are often compiled by 
large enterprises but they are rarely collected on a 
systematic basis.

The transition from business accounts 
to national accounts: the example of 
non-financial enterprises

21.16 The use of data from business accounts of non-
financial enterprises for the preparation of national 
accounts requires several adjustments. These 
adjustments can be placed in three categories: con-
ceptual adjustments, adjustments to enable con-
sistency with the accounts of other sectors, and 
adjustments for exhaustiveness.

Conceptual adjustments

21.17 Conceptual adjustments are required because busi-
ness accounts are not based on exactly the same 
concepts as national accounts and because where 
these concepts are close to each other, the valu-
ation methods can be different. Examples of con-
ceptual adjustments for the calculation of output 
are as follows:

(a) adjustment for the transition to the basic price. 
The turnover of enterprises is generally net 
of VAT but often includes taxes on products. 
Conversely, subsidies on products are rarely 
included in the turnover. It is therefore neces-
sary to make an adjustment to the data from 
business accounts by deducting these taxes on 
products and adding these subsidies on prod-
ucts to arrive at an estimate of output at basic 
prices;

(b) insurance premiums. Insurance premiums paid 
by enterprises are part of their expenditure, but 
national accounts require that they be broken 
down into three elements: net premiums, the 
insurance service and premium supplements. 
Only the part corresponding to the service is 
intermediate consumption, and a correction 
is made by deducting net premiums and pre-
mium supplements from the gross payment.

Adjustments to achieve consistency with 
the accounts of other sectors

21.18 National accounts require that the accounts of 
enterprises are consistent with those of other 
enterprises and units in other institutional sectors. 
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So, taxes and subsidies valued on the basis of 
accounts of enterprises must be consistent with 
those received by or paid by general government. 
In practice, this is not observed and a rule is needed 
in order to achieve consistency. Normally informa-
tion from general government is more reliable than 
that from enterprises, and the data from business 
accounts is adjusted.

Examples of adjustments for 
exhaustiveness

21.19 Examples of adjustments to enterprise accounting 
data for exhaustiveness are absence from statistical 
files, exemption from tax and social declarations, 
and evasion.

Examples of specific adjustments are as follows:

(a) evasion regarding output sold and sale of goods 
for resale. Enterprises may underestimate the 
value of sales to evade paying tax, and an adjust-
ment is made for this under-declaration based 
on information provided by the tax offices;

(b) income in kind is employee recompense in the 
form of goods and services supplied free of 
charge. When this output and income are not 
recorded in the business accounts, an adjust-
ment is made to the recorded values, for use 
in the national accounts. Where employees are 
housed free of charge, an estimate of the corres-
ponding property rentals is included in output 
and income of employees where they are not 
already included in the business accounts;

(c) tips. When employees receive tips from cus-
tomers of the enterprise, these must be con-
sidered as part of the turnover and thus of out-
put. Tips not recorded as output and employee 
income in the business accounts are estimated 
and the output and income adjusted for the 
national accounts.

Specific issues

Holding gains/losses

21.20 Holding gains and losses are one of the main dif-
ficulties in the transition from business accounts 
to national accounts, mainly due to the nature of 
the information available in business accounts. For 
example, intermediate consumption of raw mate-
rials may not be a direct purchase, but a with-
drawal from stock. In national accounts, the with-
drawal from stock is valued at the current market 
price, while in business accounts the withdrawal 
from stock is valued at its historical cost, i.e. at the 
price of the goods when purchased. The difference 
between the two prices is a holding gain/loss in 
national accounts.

21.21 Eliminating holding gains/losses on stocks is not 
easy as it requires the collection of numerous pieces 
of supplementary accounting information and the 
use of many assumptions. The information col-
lected must relate both to the nature of the prod-
ucts stocked and the change in prices in the course 
of the year. Since the information available on the 
nature of products more often than not relates to 
sales and purchases rather than to the stocks them-
selves, it is necessary to base the estimates on mod-
els the relevance of which is difficult to verify. But, 
despite its imprecision, this exercise is the price 
that has to be paid for being able to use the data 
from business accounting.

21.22 The valuations of assets at fair value provide a bet-
ter picture of the balance sheet than valuations at 
historic cost but they also generate more data on 
holding gains/losses.

Globalisation

21.23 Globalisation makes the use of business accounts 
more difficult when businesses have foreign estab-
lishments. The activity carried out beyond national 
borders must be excluded from the accounts in 
order to use them for national accounts. This exclu-
sion is difficult except in the best case where tax 
regulations require enterprises to publish accounts 
for their activity exclusively on national territory. 
The existence of multi-national groups poses valu-
ation problems, as exchanges between subsidiaries 
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can be made on the basis of prices not observed 
in the open market, but set to minimise global tax 
burden. National accountants make adjustments 
to bring the prices of intra-group transactions into 
line with market prices. In practice this is extremely 
difficult, due to the lack of information and the lack 
of a comparable free market for highly specialised 
products. Adjustments can only be made in excep-
tional cases, based on an analysis that is accepted 
by experts in the area concerned.

21.24 Globalisation has supported the reintroduction 
of recording imports and exports on the basis of 
change of ownership of goods, rather than change 
of physical location. This renders business accounts 
more appropriate for national accounts, as busi-
ness accounts are also based on a change of owner-
ship of goods rather than physical change of loca-
tion. When an enterprise places processing with 
an enterprise based outside the national economic 
territory, business accounts are on the appropri-
ate basis to act as a data source for the national 
accounts. Whilst this helps, there remain many 
measurement issues in the estimation of multina-
tional businesses in the national accounts.

Mergers and acquisitions

21.25 Corporate restructuring causes the appearance and 
disappearance of financial assets and liabilities. 
Where a corporation disappears as an independ-
ent legal entity because it has been absorbed by 
one or more corporations, all financial assets/liabi-
lities including shares and other equity that existed 
between that corporation and those that absorbed 
it disappear from the system of national accounts. 
That disappearance is recorded as changes in sector 
classification, and structure in the other changes in 
the volume of assets accounts.

21.26 However, the purchase of shares and other equity 
of a corporation as part of a merger is recorded as 
financial transaction between the purchasing cor-
poration and the previous owner. Replacement of 
existing shares by shares in the takeover or new 
corporation are recorded as redemptions of shares 
accompanied by the issue of new shares. Financial 
assets/liabilities that existed between the absorbed 
corporation and third parties remain unchanged 
and pass to the absorbing corporation(s).

21.27 Where a corporation is legally split up into two 
or more institutional units, new financial assets 
and liabilities (appearance of financial assets) are 
recorded as changes in sector classification and 
structure.
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CHAPTER 22

Satellite accounts

Introduction

22.01 This Chapter provides a general introduction to 
satellite accounts. It describes and discusses how 
the central framework can be used as a building-
block-system to serve many important specific 
data needs.

22.02 Satellite accounts elaborate or modify the tables 
and accounts in the central framework to serve 
specific data needs.

22.03 The central framework consists of the following:

(a) integrated economic accounts (institutional 
sector accounts) providing an overview of all 
economic flows and stocks;

(b) an input-output framework providing an over-
view of the supply and use of goods and ser-
vices in current prices and in volume terms;

(c) tables linking the industry information in the 
input-output framework with the institutional 
sector accounts;

(d) tables on expenditure by function of govern-
ment, households and corporations;

(e) tables on population and employment.

The accounts and tables can be on an annual or 
quarterly basis, and be national or regional.

22.04 Satellite accounts can meet specific data needs by 
providing more detail, by rearranging concepts 
from the central framework or by providing sup-
plementary information, such as non-monet-
ary flows and stocks. They may deviate from the 
central concepts. Changing those concepts can 
improve the link with economic theory concepts 

such as welfare or transactions costs, adminis-
trative concepts such as taxable income or prof-
its in the business accounts, and policy concepts 
such as strategic industries, the knowledge econ-
omy and business investments used in national or 
European economic policy. In such cases, the sat-
ellite system will contain a table showing the link 
between its major aggregates and those in the cen-
tral framework

22.05 Satellite accounts can range from simple tables to 
an extended set of accounts. Satellite accounts can 
be compiled and published on an annual or quar-
terly basis. For some satellite accounts, production 
at more extended intervals such as once every five 
years is appropriate.

22.06 Satellite accounts can have various characteristics:

(a) links to functions, as in functional satellite 
accounts;

(b) links to industries or products, which is one 
type of special sector accounts;

(c) links to institutional sectors, a second type of 
special sector accounts;

(d) extension with physical or other non-monetary 
data;

(e) extra detail;

(f) use of supplementary concepts;

(g) modification of some basic concepts;

(h) use of modelling or inclusion of experimental 
results.

For a specific satellite account, one or more of the 
characteristics mentioned in points (a) to (h) can 
apply. This is illustrated in Table 22.1.
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Table 22.1 — Overview of satellite accounts and their major characteristics

Eight characteristics of satellite accounts

Special sector 
accounts

Functional 
accounts

Links to 
industries 

or products

Links to 
institu-
tional 

sectors

Inclusion 
of non-

monetary 
data

Extra 
detail

Supple-
mentary 
concepts

Different 
basic 

concepts

Experimental 
results and more 
use of modelling

Part of EU 
transmission 
programme

1. Satellite accounts described in this Chapter

Agricultural X X X X

Environmental X X X X X X X X

Health X X X X X X

Household production X X X X X

Labour and SAM X X X X

Productivity and 
growth X X X X X X X

R&D X X X X X X

Social protection X X X X

Tourism X X X X X

2. Satellite accounts described in other chapters

Balance of payments X X X

Government finance X X X X

Monetary and 
financial statistics, and 
flow of funds

X X X X

Supplementary 
pension table X X X X X X

3. Examples of other satellite accounts with international guidelines, or in the EU data transmission programme

Corporate activity X X

Informal sector X X

Non-profit institutions X X X

Public sector X X

Tax revenue tables X X X

22.07 In this Chapter, characteristics of satellite accounts 
will be discussed and the following nine different 
satellite accounts described briefly:

(a) agricultural accounts;

(b) environmental accounts;

(c) health accounts;

(d) household production accounts;

(e) labour accounts and social accounting matrices;

(f) productivity and growth accounts;

(g) R&D accounts;

(h) social protection accounts;

(i) tourism accounts.

Other chapters hold descriptions of other satellite 
accounts such as balance of payments, government 
finance statistics, monetary and financial statistics 
and the supplementary pension table.
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In the 2008 SNA, several satellite accounts are 
described at length which are covered to a limited 
extent in the ESA 2010. Examples are as follows:

(a) 2008 SNA Chapter  21 Corporate activity 
accounts;

(b) 2008 SNA Chapter 22 Public sector accounts;

(c) 2008 SNA Chapter  23 Non-profit institutions 
accounts; and

(d) 2008 SNA Chapter 25 Informal sector accounts.

For international comparison of the level and 
composition of taxes, national tax revenue statis-
tics are reported to the OECD, IMF and Eurostat. 
The concepts and data are fully linked to those in 
the national accounts. Tax revenue statistics is an 
example of a national accounts’ satellite.

Those examples are of well-established satellite 
accounts, as they are subject to international guide-
lines or are already part of an international trans-
mission programme. Satellite accounts developed 
in various countries illustrate the importance and 
usefulness of satellite accounts, and examples are:

(a) cultural and creative sector accounts, illustrat-
ing the economic importance of the cultural 
and creative sectors;

(b) education accounts, showing the economic 
importance of the supply, use and financing of 
education;

(c) energy accounts, showing the economic import-
ance of the various types of energy and their link 
to imports, exports and government taxes and 
subsidies;

(d) fishery and forestry accounts, showing their 
economic importance for the nation and 
regions;

(e) information and communication technology 
(ICT) accounts, showing the supply and use of 
major ICT products and their producers;

(f) redistribution by public expenditure account, 
showing which income groups benefit from 
public expenditure on education, health care, 
culture and housing;

(g) residential building accounts, showing the eco-
nomic importance of residential building for 
the nation and regions;

(h) safety-related accounts, showing public and 
private expenditure on safety;

(i) sports-related accounts, showing the economic 
importance of sports;

(j) water-related accounts, showing the interac-
tion between the physical water system and the 
economy at national and river basin level.

22.08 A major group of satellite accounts have a func-
tional approach. The various functional classifica-
tions are described in this Chapter.

22.09 The wide range of satellite accounts illustrates that 
the national accounts serve as a frame of reference 
for a variety of statistics. They also illustrate the 
merits and limitations of the central framework. 
By applying the concepts, classifications and pres-
entations such as the supply and use tables of the 
central framework to a wide range of topics, the 
flexibility and relevance of the satellite accounts 
approach for these topics is demonstrated. At the 
same time, additions, rearrangements and concep-
tual modi fications illustrate the limitations of the 
central framework for the study of these topics. 
For ex ample, the environmental accounts extend 
the central framework to take account of environ-
mental externalities and the household produc-
tion accounts extend the production boundary to 
include unpaid household services. In this way, 
they demonstrate that the central framework’s 
concepts of product, income and consumption are 
not complete measures of welfare.

22.10 Major advantages of satellite accounts include the 
following:

(a) they are based on a set of clear definitions;

(b) application of a systematic accounting 
approach. Examples are the breakdown of one 
total into various dimensions, such as the sup-
ply and use of goods and services by product 
and by industry; who produces, who pays and 
who benefits from a service; systematic stock-
flow accounting; and consistent accounting 
in monetary and non-monetary terms. A sys-
tematic accounting approach is characterised 
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by consistency and coherence. It also enables 
bookkeeping analyses based on decompos-
ition, where change in the total is explained in 
terms of changes in the parts, change in value 
is explained by changes in volume and price, 
and changes in stocks are accounted for by 
the corresponding flows and constant ratios 
used in input-output analysis. Such bookkeep-
ing analyses can be supplemented with model-
ling in which economic behaviour is taken into 
account;

(c) linkage to basic national accounting concepts. 
Examples are the concepts of specific stocks 
and flows like production, compensation of 
employees, taxes, social benefits and capital 
formation, the concepts in the classifications 
by industry and by institutional sector such as 
the agriculture and manufacturing industries 
or the government sector, and major balancing 
items such as value added, domestic product, 
disposable income and net worth. Such basic 
national accounting concepts are well-estab-
lished throughout the world, stable over time 
and their measurement is relatively immune to 
political pressure;

(d) linkage to national accounts statistics; these are 
readily available, comparable over time, com-
piled to common international standards, and 
place the satellite accounts measures in the 
context of the national economy and its major 
components, such as the relationship with eco-
nomic growth and public finance.

Functional classifications

22.11 Functional classifications classify expenditure by 
sector, and by the purpose of the expenditure. They 
illustrate the behaviour of consumers, government, 
non-profit institutions and producers.

22.12 The four different functional classifications that 
exist in the ESA are as follows:

(a) classification of individual consumption by 
purpose (Coicop);

(b) classification of the functions of government 
(COFOG);

(c) classification of the purposes of non-profit 
institutions (COPNI);

(d) classification of outlays of producers by pur-
pose (COPP).

22.13 In Coicop 14 main categories are distinguished:

(a) food and non-alcoholic beverages;

(b) alcoholic beverages, tobacco and narcotics;

(c) clothing and footwear;

(d) housing, water, electricity, gas and other fuels;

(e) furnishings, household equipment and routine 
household maintenance;

(f) health;

(g) transport;

(h) communication;

(i) recreation and culture;

(j) education;

(k) restaurants and hotels;

(l) miscellaneous goods and services;

(m) individual consumption expenditure of non-
profit institutions serving households; and

(n) individual consumption expenditure of general 
government.

The first 12 categories sum up total individual con-
sumption expenditure by households. The last 
two identify individual consumption expenditure 
by the non-profit institutions serving households 
(NPISHs) and general government sectors, i.e. 
their social transfers in kind. Together all 14 items 
represent actual final consumption by households.

22.14 The individual consumption expenditure of 
NPISHs and general government is broken down 
into five common sub-categories reflecting major 
policy issues: housing, health, recreation and cul-
ture, education and social protection. These are 
also Coicop functions for the individual consump-
tion expenditure by households; social protection 
is a sub-category of 12 miscellaneous goods and 
services. As a consequence, Coicop also shows for 
each of these five common sub-categories, the role 
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of private households, government and non-profit 
institutions serving households. For example, it 
can describe the role of government in providing 
housing, health and education.

22.15 Coicop also serves other major uses such as using 
the subcategories to show expenditure by house-
holds on consumer durables. Household budget 
surveys frequently use a classification scheme 
based on Coicop to collect household expenditure 
information. This can then be allocated to products 
for a supply and use table.

22.16 The classification of government expenditure by 
function (COFOG) is a major tool for describing 
and analysing government finance. The 10 major 
categories distinguished are:

(a) general public services;

(b) defence;

(c) public order and safety;

(d) economic affairs;

(e) environmental protection;

(f) housing and community amenities;

(g) health;

(h) recreation, culture and religion;

(i) education; and

(j) social protection.

The classification can be used to classify individu al 
and collective consumption expenditure by the 
government. However, it also serves to illustrate 
the role of other types of expenditure such as sub-
sidies, investment grants and social assistance in 
cash, for pursuing policy purposes.

22.17 For describing and analysing the expenditure of 
private non-profit institutions serving households, 
COPNI is used. The nine major categories distin-
guished are:

(a) housing;

(b) health;

(c) recreation and culture;

(d) education;

(e) social protection;

(f) religion;

(g) political parties, labour and professional 
organisations;

(h) environmental protection; and

(i) services n.e.c.

22.18 For describing and analysing the behaviour of pro-
ducers, COPP can be used. Six main categories are 
distinguished:

(a) outlays on infrastructure;

(b) outlays on research and development;

(c) outlays on environmental protection;

(d) outlays on marketing;

(e) outlays on human resource development;

(f) outlays on current production programmes, 
administration and management.

In combination with information by transac-
tion, COPP can provide information on the ‘out-
sourcing’ of business services, i.e. the substitution 
of ancillary activities by purchases of correspond-
ing services from other producers such as cleaning, 
catering, transport and research.

22.19 COFOG and COPP show expenditure on environ-
mental protection by the government and produ-
cers. This information is used to describe and ana-
lyse the interaction between economic growth and 
environment.

22.20 Some expenditure, like final consumption expend-
iture and intermediate consumption, can be classi-
fied by function and by product group. The product 
classification shows which products are involved 
and gives a description of the different production 
processes and their links with the supply and use of 
products. This contrasts with the functional classi-
fications as follows:

(a) expenditure on different products can serve 
one function;

(b) expenditure on one product can serve different 
functions;
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(c) some expenditure is not transactions in prod-
ucts, but can be very important for a functional 
classification, e.g. subsidies and social security 
benefits in cash for the classification of expend-
iture by general government.

Major characteristics of satellite 
accounts

Functional satellite accounts

22.21 Functional satellite accounts focus on describing 
and analysing the economy for a function, such 
as environment, health, and research and devel-
opment. For each function they provide a system-
atic accounting framework. They do not provide 
an overview of the national economy, but focus 
on what is relevant for the function. To that end, 
they show detail not visible in the aggregated cen-
tral framework, rearrange information, add infor-
mation on non-monetary flows and stocks, ignore 
what is irrelevant for the chosen function and 
define functional aggregates as the key concepts.

22.22 The central framework is mainly institutional in 
nature. A functional satellite account can com-
bine a functional approach with an activity and 

product analysis. Such a combined approach is 
useful for many fields, such as culture, sport, edu-
cation, health, social protection, tourism, envir-
onmental protection, research and development 
(R&D), development aid, transportation, safety 
and housing. Most of the fields refer to services; 
they generally cover a number of activities and cor-
respond in many cases to subjects that are related to 
questions of economic growth or of social concern.

22.23 A key concept in functional satellite accounts is 
national expenditure on the function as shown in 
Table 22.2. This key concept is also useful in defin-
ing the coverage of the functional satellite account.

22.24 To analyse the uses for a function involves ask-
ing questions such as ‘How many resources are 
devoted to education, transportation, tourism, 
environmental protection, and data processing?’. 
In order to answer such questions, decisions have 
to be made with regard to:

(a) which products are relevant for the field con-
cerned. National expenditure includes all the 
current uses of, and capital formation in, such 
products;

(b) for which activities will capital be recorded;

(c) which transfers are relevant for this field.

Table 22.2 — National expenditure on a function or product

Annual data series

Actual final consumption of the products chosen

Market products

Non-market products

Individual

Collective

Intermediate consumption

Actual

Internal

Gross capital formation

In the chosen products

Other

Chosen current transfers

Chosen capital transfers

Uses of resident units financed by the rest of the world

National expenditure
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22.25 Depending on the field, the design of a satellite 

account will emphasise the following:

(a) the detailed analysis of the production and uses 
of the specific goods and services, such as R&D, 
ICT or transport;

(b) the detailed analysis of transfers, such as for 
social protection;

(c) production, uses and transfers equally, such as 
for education and health;

(d) uses as such, in areas such as tourism and envir-
onmental protection;

(e) the financing of social protection and health by 
government and non-profit institutions.

22.26 Two types of products can be distinguished: char-
acteristic products and connected products. The 
first category covers the products which are typical 
for the field under study. For such products, the sat-
ellite account can show how the products are pro-
duced, what kinds of producers are involved, what 
kinds of labour and fixed capital they use and the 
efficiency of the production process. For ex ample, 
for health, characteristic products are health ser-
vices, public administration services, education 
and R&D services in health.

22.27 Connected products are relevant for a function 
without being typical, either by nature or because 
they are classified in broader categories of products. 
For example, for health, transport of patients is a 
connected service. Other examples of connected 
products are pharmaceutical products and other 
medical goods, like glasses. For such products, the 
satellite account does not show the features of pro-
duction. The precise borderline between character-
istic and connected products depends on the eco-
nomic organisation in a country and the purpose 
of a satellite account.

22.28 Some services may appear in two or more satellite 
accounts. For example, research in health services 
in higher education institutions is a product rele-
vant for satellite accounts on research and devel-
opment, as well as education and health. This also 
implies that the national expenditure on various 
functions may partly overlap; simple aggregation 
of such expenditures to arrive at a total as a per-
centage of GDP may involve double-counting.

22.29 The concepts in the satellite account may deviate 
from those in the central framework. For exam-
ple, voluntary work may be included in satel-
lite accounts on education and health. For a sat-
ellite account on transport, the ancillary trans-
port services can be shown separately. For a satel-
lite account on development aid, the loans which 
are given at preferential conditions are accounted 
for. Benefits or costs resulting from rates of interest 
lower than the market ones are recorded as implicit 
transfers.

22.30 For satellite accounts on social protection and 
development aid, specific transfers are the most 
important components of national expenditure. 
In other fields, such as education and health, the 
major part of the transfers, most of which are in 
kind, are a means of financing the acquisition by 
users. This implies that they are already included 
in expenditure on final consumption, intermediate 
consumption and capital formation and should not 
be recorded twice. However, this does not apply to 
all the transfers, e.g. student grants may serve to 
finance various outlays in addition to tuition fees 
or school books; this residual part should then be 
recorded as a transfer in the satellite account.

22.31 The functional satellite account can provide an 
overview of the users or beneficiaries. The classi-
fication of users and beneficiaries can be based on 
the classification of institutional sectors and types 
of producers, e.g. market producers, non-market 
producers, government as a collective consumer, 
households as consumers and rest of the world. 
Various sub-categories may be distinguished, e.g. 
by industry and by institutional subsector.

22.32 In many satellite accounts, households or individu-
als are the most important type of users and bene-
ficiaries. In order to be useful for social policy and 
analysis, a further breakdown of households is 
ne cessary. Various criteria may be used according 
to different purposes, such as income, age, gender, 
location, etc. For policy and analysis, knowledge of 
the number of people concerned in each category is 
needed in order to calculate the average consump-
tion or transfer, or the number of people who do 
not benefit.
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Special sector accounts

22.33 Special sector accounts provide an overview 
focused on one industry or product, a regrouping 
of various industries or products, one subsector or 
a regrouping of various subsectors. Three types of 
special sector accounts can be distinguished:

(a) those linked to industries or products;

(b) those linked to institutional sectors;

(c) those combining both approaches.

Examples of special sector accounts linked to 
industries or products are agricultural accounts, 
forestry and fishery accounts, tourism accounts, 
ICT accounts, energy accounts, transport accounts, 
residential building accounts and accounts for the 
creative sector.

Examples of special sector accounts linked to insti-
tutional sectors are government finance statis-
tics, monetary and financial statistics, balance of 
payments, public sector accounts, accounts for 
non-profit institutions, household accounts and 
accounts on corporate activity. Tax revenue sta-
tistics can be regarded as supplementary tables to 
government finance statistics.

22.34 The special sector accounts can also focus on an 
integrated analysis of economic activities within 
one or more institutional sectors. For example, 
accounts for subsectors of non-financial corpora-
tions may be established by grouping according 
to their principal economic activity. The ana lysis 
may cover the full economic process, from pro-
duction to accumulation. This can be done system-
atically at a fairly aggregated level of the standard 
industry classification. It can also be carried out for 
selected industries of special interest to a country. 
Similar analyses can be made for household pro-
duction activities, at least up to the point where 
entrepreneurial income is calculated. It can also 
be useful to emphasise activities that play a pre-
dominant role in the economy’s external transac-
tions. These key activities may include the petrol-
eum sector, banking, mining activities, activ ities 
linked to specific crops, food products and bev-
erages such as coffee, flowers, wine and whis-
key, and tourism. They can play a vital role in the 
national economy, by accounting for an important 
part of exports, employment, foreign exchange 

assets and government resources. Key sectors may 
also include sectors that deserve special attention 
from the point of view of social economic policy. 
Examples of this are agricultural activities receiv-
ing subsidies and other transfers from central, local 
or European government, or that are protected by 
substantial import duties.

22.35 The first step in drawing up special sector accounts 
is defining the key activities and their correspond-
ing products. For this, items of the International 
Standard Industrial Classification (ISIC) or the 
corresponding national classification may need to 
be grouped together. The extension of the key sec-
tor depends on the economic circumstances and 
the requirements for policy and analysis.

22.36 A goods and services account for the key products 
is established showing the resources and uses of 
these products. A production account and a gen-
eration of income account for the key industries 
are built up. For the key industries and products, 
detailed classifications are used for a full under-
standing of the economic process and the related 
valuation procedures in this field. There gener-
ally exists a combination of market and admin-
istered prices, and a complex system of taxes and 
subsidies.

22.37 The key products and key industries may be ana-
lysed in the context of a supply and use table, as 
shown in Tables 22.5 and 22.6. Key industries 
are shown in detail in columns, and other indus-
tries may be aggregated. In the rows, key prod-
ucts are similarly shown in detail, and other prod-
ucts aggregated. At the bottom of the use table, 
rows show labour inputs, gross fixed capital forma-
tion and stocks of fixed assets. When the key activ-
ity is carried out by very heterogeneous types of 
producers, such as small farmers and big planta-
tions owned and operated by corporations, the two 
groups of producers are distinguished, as they have 
different cost structures and behave differently.

22.38 A set of accounts is compiled for the key sector. 
To this end, the key sector has to be delimited. In 
the case of oil and mining activities, the key sec-
tor generally consists of a limited number of big 
corpor ations. All transactions of the latter are cov-
ered, even when they carry out secondary activities. 
The distinction between public, foreign controlled 
and private corporations can also be fundamental 
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when dealing with a key sector. The business 
accounts themselves have to be carefully studied 
for each big corporation involved to carry out an 
integrated analysis. Part of mining activities may 
be carried out by small corporations or unincorpo-
rated enterprises. These units must be included in 
the key sector, even if it is necessary to rely on par-
tial information coming from statistical surveys or 
administrative data.

22.39 In many cases, government plays an important role 
in connection with key activities, either via taxes 
and property income receipts, or via regulatory 

activity and subsidies. Accordingly, the detailed 
study of transactions between the key sector and 
general government is important. The classifica-
tion of transactions may be extended to identify 
those flows connected with the key activity, includ-
ing the relevant taxes on products. Such flows are 
received, in addition to the general budget itself, by 
various government agencies, such as ministries 
for special purposes, universities, funds and special 
accounts. For analysis, it can be very useful to indi-
cate what uses are made by the government of such 
funds. This calls for an analysis by purpose of this 
part of government expenditure. 

Table 22.5 — A supply table for key industries and products

Output by industry Other 
producers

Total Imports Total 
supply 
at basic 
prices

Trade and 
transport 
margins

Taxes on 
products

Subsidies 
on 

products 
(—)

Total 
supply at 

purchasers’ 
prices

Key industries

1 2 … Total

Key 
products

1.

2.

…

Other 
products

Total
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22.40 When the key activities are based on natural non-

renewable resources such as subsoil resources, the 
key sector accounts record the changes in these 
resources through new discoveries and depletion, 
in the other changes in volume of assets account 
and holding gains and losses on them in the revalu-
ation account. Those data are crucial for assessing 
the economic performance of the economy. More 
broadly, the key sector accounts may be extended 
to environmental accounting.

22.41 The key sector accounts can be presented in the 
framework of integrated economic accounts. A 
column or group of columns is introduced for key 
sectors and other columns are renamed where rele-
vant, such as ‘other non-financial corporations’ or 
‘other households’. This makes it possible to see the 
respective shares of the key sector and other sec-
tors in transactions and balancing items. The pre-
cise format of such a table depends on the object-
ives pursued. One more step may consist in show-
ing in additional tables the ‘from-whom-to-whom’ 

relationship between the key sector and other sec-
tors, including the rest of the world.

Inclusion of non-monetary data

22.42 A major characteristic of many satellite accounts is 
the inclusion of non-monetary data, such as data 
on CO2 emissions by industry in the environmental 
accounts or number of treatments by type of health 
care in the health accounts. The linkage of such 
non-monetary data with monetary data can pro-
vide key ratios, such as CO2 emissions per billions 
of euro of value added or the costs per treatment. 
Table 22.7 provides a wide range of examples.

Extra detail and supplementary concepts

22.43 Two other major characteristics of satellite 
accounts are extra detail and supplementary con-
cepts. A wide range of examples are provided in 
Tables 22.8 and 22.9.

Table 22.7 — Examples of non-monetary data in satellites

Satellite Example of non-monetary data Ratio of monetary and non-monetary data?

Education accounts
Number of pupils and students Costs and fees per pupil/student

Number of teacher Compensation of employees per teacher

Environmental accounts
Tonnes of oil Price of oil per barrel

CO2 emission by industry CO2 emission by industry per bin euro of value 
added

Government finance
Employment in government sector Compensation of employees per employee

Number of social benefits Average social benefit

Health accounts Number of treatments/patients by type of 
health care Costs per treatment/patient

Household production accounts Time use in household production Opportunity cost of time use

Labour accounts
Employment (hours worked/fte) by 
industry Compensation of employees per hour worked/fte

Number of jobs

Productivity and growth accounts Labour input by industry Labour productivity by industry

R&D accounts
Number of patents granted

Employment in R&D sector Compensation of employees per employee

Safety accounts Number of prisoners Costs per prisoner

Social protection accounts Number of social benefits, e.g. pension 
beneficiaries Average social benefit by (type of) scheme

Tourism accounts Number of tourists Expenditure per tourist



22 Satellite accounts

480 European system of accounts — ESA 2010 

Table 22.8 — Examples of extra detail in various satellites

Satellite Extra detail

Agricultural accounts More detail on the production of various agricultural products

Environmental accounts
Much more detail on the values of the stocks and flows of natural resources

More detail on environmental protection expenditure

Health accounts Detailed breakdown of health care services

Household production accounts Household production broken down by principal function (e.g. housing, nutrition, care)

Personal income and wealth accounts Information on the distribution of personal income and wealth

Labour accounts and SAM Compensation of employees and employment by age, gender and level of education

Social protection accounts Revenue and expenditure by individual social protection scheme and grouping of 
schemes

Tax revenue tables Tax revenue broken down into a much more detailed classification

Table 22.9 — Examples of supplementary concepts in various satellites

Satellite Supplementary concepts

Agricultural accounts Three indicators of agricultural income

Environmental accounts Environmental taxes

Government finance Government revenue and expenditure

Informal sector accounts Informal sector

Productivity and growth accounts Total factor productivity

Social protection accounts Total expenditure on old age benefits

Tax revenue tables Total tax revenues according to various alternative definitions

Different basic concepts

22.44 The use of different basic concepts is not common 
in satellite accounts. A relatively minor variation is 
that for various satellite accounts some services are 
not treated as ancillary, e.g. for a transport satellite 
account, transport service is not treated as ancil-
lary. However, for some satellite accounts, major 
changes in the basic concepts can be required, 
e.g. in the environmental account domestic prod-
uct could be adjusted for depletion of natural 
resources. Examples are provided in Table 22.10.

Use of modelling and inclusion of 
experimental results

22.45 Some satellite accounts may be characterised by 
the inclusion of experimental results or the use 
of modelling; the figures in the satellite account 
are less reliable than those in the core accounts. 
However, compiling the core accounts also 
involves the use of econometric or mathematical 
models and the inclusion of experimental results. 
This is therefore not a fundamental difference 
between the core accounts framework and satellite 
accounts. These issues are illustrated by the exam-
ples in Table 22.11.

Table 22.10 — Examples of different basic concepts in satellites

Satellite Different basic concept

Environmental accounts Adjustment of Domestic Product for depletion, defensive expenditure by the government 
and for degradation

Health accounts Occupational health care is not an ancillary service

Household production accounts Unpaid household services and volunteer services are inside the production boundary
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Satellite Different basic concept

Extended accounts Accounts including substantially more extended concepts of production and capital 
formation (e.g. human capital and consumer durables)

Supplementary pension table Unfunded defined pension benefits are treated as liabilities and assets

Transport accounts Transport services are not an ancillary service

Table 22.11 — Examples of the use of econometric or mathematical models in compiling the central 
framework and satellites

Central framework

Estimate of the value of financial or non-produced assets as the 
net present value of expected future revenue and expenditure

Correcting household surveys for non-response using regression 
analysis

Estimate of net fixed capital stock and consumption of fixed 
capital using the perpetual inventory method, expected 
economic life times and mathematical functions of depreciation

Estimate of the value of the services of owner-occupied dwellings 
using housing stock data, market rents and regression analysis

Estimate of seasonal corrections using a mathematical model

Estimate of hedonic price changes using a mathematical model

Satellites

Environmental accounts Estimate of the value of depletion and degradation

Household production accounts Estimate of the value of unpaid household services

Informal sector accounts Experimental estimates of the value of all kinds of informal 
activities

Productivity and growth accounts Estimate of the volume of capital input using age-efficiency 
functions for each type of asset

Supplementary pension table Estimate of the pension entitlements using all kinds of actuarial 
assumptions about demography, discount rate and wage growth

Table with experimental results on treating R&D expenditure as capital formation

Designing and compiling satellite accounts

22.46 Designing and compiling a satellite account con-
sists of four steps:

(a) defining the purposes, uses and requirements;

(b) selecting what is relevant from the national 
accounts;

(c) selecting relevant supplementary information, 
e.g. from various specific statistics or adminis-
trative data sources;

(d) combining both sets of concepts and figures 
into one set of tables and accounts.

22.47 Designing and compiling satellite accounts for the 
first time often reveals unexpected results during 
the four steps. As a consequence, drawing up sat-
ellite accounts is a work-in-progress. Only after 
experience of compiling and using the satellite, 
and making modifications where necessary, can 
an experimental set of tables be transformed into a 
mature statistical product.

22.48 In selecting what is relevant from the national 
accounts, three aspects can be distinguished: the 
international national accounting concepts, the 
operational concepts used in the national account 
statistics of a country, and the reliability of the 
national accounts statistics.
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22.49 In designing and compiling a satellite account, 
applying the concepts of the central framework for 
a purpose often reveals features. From the point of 
view of the purpose, these can be helpful as well 
as unexpected limitations. For example, in design-
ing and compiling a research and development 
account for the first time, problems such as the 
overlap with R&D on software and health care, or 
the role of multinationals in importing and export-
ing R&D, may be revealed.

22.50 A similar process applies to the operational con-
cepts used in compiling national accounts statis-
tics. Essential detail may turn out to be absent due 
to an excessively aggregate level of compilation or 
publication, or to the fact that universal concepts 
may not have been applied strictly. For example, 
the R&D activities by some major multination-
als may be included in the industry of their major 
activities and not in the industry of R&D services.

22.51 The reliability of parts of the national accounts 
stat istics may be a problem. The national accounts 
statistics were compiled and published without the 
purpose of the satellite account in mind. Simply 
selecting the relevant figures out of the official 
national accounts statistics will often reveal that 
the size, composition or development over time is 
not plausible for the purpose. As a consequence, 
current data sources and compilation methods 
have to be checked and enhanced by additional 
data sources or improved compilation methods.

22.52 Selecting relevant information from sources other 
than the national accounts such as other official 
statistics or administrative data sources will gener-
ate similar problems in terms of concepts and fig-
ures: the concepts officially used may reveal unex-
pected flaws in terms of the specific purpose of the 
satellite, the actual concepts used may differ from 
the official concepts and the reliability, detail, tim-
ing and frequency may pose problems. All these 
problems should be tackled, either through mak-
ing additional estimates to overcome the difference 
in concepts, by classifying flows in non-monet-
ary terms by industry or sector, or by adjusting the 
concepts used in the satellite account.

22.53 Combining the national accounts information 
and the other information into one set of tables 
or accounts requires additional work: omissions, 
overlaps and numerical inconsistencies should be 

resolved and the plausibility of the results assessed. 
Preferably a fully balanced set of tables will result. 
However, it may be necessary to show discrepancies 
between data sources and alternative approaches.

22.54 Transforming a consistent satellite account into a 
product for data users may involve additional steps. 
An overview table with key indicators for a number 
of years may be introduced. These key indicators 
could focus on describing the size, components 
and developments of the specific issue involved, or 
may show the links to the national economy and 
its major components. Extra detail or classifica-
tions relevant for political and analytic al purposes 
may be added. Detail with little value added or 
compiled at relatively high costs may be dropped. 
Efforts could also focus on reducing the complex-
ity of the tables, increasing simplicity and transpar-
ency for data users and including standard book-
keeping decompositions in a separate table.

Nine specific satellite accounts

22.55 In the remainder of this Chapter, the following sat-
ellite accounts are discussed briefly:

(a) agricultural accounts;

(b) environmental accounts;

(c) health accounts;

(d) household production accounts;

(e) labour accounts and SAMs;

(f) productivity and growth accounts;

(g) R&D accounts;

(h) social protection accounts;

(i) tourism satellite accounts.

Agricultural accounts

22.56 An example of an agricultural account is the eco-
nomic accounts for agriculture (EAA)1. Its pur-
pose is to describe agricultural production and the 

1 Regulation (EC) No 138/2004 of the European Parliament and of the Council of 
5 December 2003 on the economic accounts for agriculture in the Community (OJ L 
33, 5.2.2004, p. 1).
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development of agricultural income. This informa-
tion is used for analysing the economic situation of 
a Member State’s agriculture and for monitoring 
and evaluating the common agricultural policy in 
the Union.

22.57 The EAA consist of a production account, a gen-
eration of income account, an entrepreneurial 
income account and a capital account for agricul-
tural production. The production account con-
tains an elaborate breakdown showing output for a 
range of agricultural products, as well as non-agri-
cultural secondary activities; substantial detail is 
also presented for intermediate consumption and 
capital formation. Data for the production account 
and gross fixed capital formation are at both cur-
rent prices and in volume terms. In addition, three 
agricultural income indicators are presented as 
follows:

(a) index of the real income of factors in agricul-
ture per annual work unit, which is taken as the 
full-time equivalent;

(b) index of real net agricultural entrepreneur-
ial income per non-salaried annual work unit, 
which is taken as the full-time equivalent;

(c) net entrepreneurial income of agriculture.

The indices and changes in real terms of the values 
of the income indicators are obtained by deflating 
the corresponding nominal data with the implicit 
price index of GDP.

22.58 The agricultural industry in the EAA closely 
resembles the agricultural industry in the central 
framework. However, there are some differences. 
For example, units engaged in seed production for 
research or certification or units for which the agri-
cultural activity represents solely a leisure activity, 
are left out. But most of the agricultural activities of 
units whose principal activity is not agricultural are 
included in the agricultural industry.

22.59 The EAA focus on the production process and 
the income derived from it. However, in princi-
ple a satellite account on agriculture need not cor-
respond fully to the EAA. Agricultural accounts 
could also include a supply and use table provid-
ing a systematic overview of the supply and use of 
agricultural products. This would provide infor-
mation on the role of imports including the role 

of import duties, and developments in the demand 
for agricultural products such as exports and final 
consumption by households, and the role of related 
taxes and subsidies. The agricultural accounts could 
also be expanded by including secondary non-agri-
cultural activities, such as those for leisure activ-
ity. This can reveal important trends and substitu-
tion mech anisms. The interaction with the govern-
ment can be made explicit by adding a table show-
ing all income and capital transfers by local, cen-
tral, or European government to the agricultural 
industry; this may also include special treatments 
in the tax system. Agricultural accounts could 
also be designed like a special sector account and 
include a full sequence of accounts including bal-
ance sheets and financial accounts, for farmers and 
corporations engaged in agriculture.

Environmental accounts

22.60 In the international guidelines on environmen-
tal accounts (System of Environmental-Economic 
Accounting, SEEA, 2003)2, an elaborate accounting 
framework is presented for describing and analys-
ing the environment and its interactions with the 
economy. The environmental accounts are a satel-
lite account of the national accounts. This implies 
that the same classifications and concepts are used; 
modifications are introduced only where it is nec-
essary for the purpose of environmental accounts.

22.61 The integrated set of accounts for economic and 
environmental information permits an ana lysis of 
the contribution of the environment to the econ-
omy and the impact of the economy on the envi-
ronment. It meets the needs of policy makers by 
providing indicators and descriptive statistics to 
monitor the interaction between the envir onment 
and the economy. It can also serve as a tool for 
strategic planning and policy analysis to identify 
more sustainable development paths. For exam-
ple, policymakers determining the development 
of industries making extensive use of environ-
mental resources either as inputs or sinks need to 
be aware of the long-term environmental effects. 
Policymakers setting environmental standards also 
need to be aware of the likely consequences for the 

2 The handbook is published under the joint responsibility of the United Nations, the 
European Commission, the International Monetary Fund, the OECD and the World 
Bank.
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economy, e.g. which industries are likely to suffer 
and what the consequences for employment and 
purchasing power are. Alternative environmental 
strategies can be compared by taking into account 
the economic consequences.

22.62 In the central framework, various aspects of 
envir onmental accounting have been taken into 
account. In particular, many cost and capital items 
of accounting for natural resources are identified 
separately in the classifications and accounts deal-
ing with stocks and other volume changes of assets. 
For example, the classification of non-produced 
assets shows separate items for subsoil assets like 
oil reserves, mineral reserves, non-cultivated bio-
logical resources and water resources. Such fea-
tures facilitate the use of the central framework as 
a point of departure for environmental accounting. 
However, several elements of the central frame-
work, particularly those in the account for other 
volume changes, are broken down further and 
reclassified in the satellite account, and other ele-
ments are added.

22.63 From an environmental point of view, there are 
two major drawbacks with the central framework 
and its key aggregates such as GDP, capital forma-
tion and saving. First, the depletion and scarcity of 
natural resources has limited coverage, and these 
factors can threaten the sustained productivity of 
the economy. Second, the central framework does 
not cover the degradation of environmental qual-
ity and the consequences for human health and 
welfare.

22.64 In the central framework, only produced assets are 
taken into account in the calculation of net value 
added. The cost of their use is reflected in interme-
diate consumption and consumption of fixed cap-
ital. Non-produced natural assets — such as land, 
mineral reserves and forests — are included in the 
asset boundary insofar as they are under the effec-
tive control of institutional units. However, their 
use is not accounted for in the costs of produc-
tion. This implies either that the price of the prod-
ucts does not reflect such costs, or, in case of deple-
tion costs, that such costs are included with other 
unidentified elements in the residual deriv ation 
of operating surplus. Environmental accounts 
allow such costs to be explicitly recognised and 
estimated.

22.65 The SEEA 2003 environmental accounting frame-
work comprises five categories:

(a) physical and hybrid flow accounts;

(b) economic accounts for environmental 
transactions;

(c) environmental asset accounts in physical and 
monetary terms;

(d) accounts for defensive expenditure and 
depletion;

(e) modifying aggregates from the central frame-
work to account for degradation.

22.66 Physical and hybrid flow accounts record four dif-
ferent types of flows:

(a) natural resources: mineral, energy resources, 
water, soil and biological resources. At the 
moment they are sold on markets, they enter 
the economic sphere and can be characterised 
as products;

(b) ecosystem inputs: oxygen necessary for com-
bustion and water through rainfall or nat-
ural watercourses and other natural inputs like 
nutrients and carbon dioxide required by plants 
for growth; this excludes water, nutrients or 
oxygen supplied as products by the economy;

(c) products: goods and services produced within 
the economic sphere and used within it, includ-
ing flows of goods and services between the 
national economy and the rest of the world. 
This includes cultivated biological assets, nat-
ural resources sold or bought such as oil, wood 
and water, and scrap materials with an eco-
nomic value;

(d) residuals: incidental and undesired outputs 
from the economy that have a zero or negative 
value to the generator. Residuals cover solid, 
liquid and gaseous wastes. They may be recyc-
led or reused, or discharged into the environ-
ment. Residuals may have a positive value for 
a unit other than the generation. For ex ample, 
household waste collected for recycling has 
no value to the household but may have some 
value to the recycler. Scrap materials that have a 
value realisable by the generator, like discarded 
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equipment, are treated as products and not as 
residuals.

22.67 Physical flows are measured in units of quantity, 
which reflect the physical characteristics of the 
material, energy or residuals in question. A phys-
ical flow can be measured in alternative units 
depending on the physical characteristic that is 
taken into consideration. The appropriateness of 
one particular unit depends on the purpose and 
intended use of the flow account. For physical flow 
accounting, weight and volume are the most fre-
quently used  physical characteristics. In case of 
energy flows, joules or tonnes of oil equivalent are 
the most common unit used. The quantity units 
in the physical flow accounts differ from the vol-
umes used in the central framework. For ex ample, 
in the central framework the volume of a com-
puter is not its weight, but is a weighted mix of the 
characteristics desired by the user, such as speed of 
calculation.

22.68 Physical flow accounts can be presented as supply 
and use tables. This is shown in Tables 22.12 and 
22.13.

22.69 Hybrid flow accounts is a single matrix presenta-
tion containing both national accounts in monet-
ary terms and physical flow accounts. An import-
ant type of hybrid accounts are hybrid supply and 
use tables; they combine information from the 
physical supply and use tables with that of supply 
and use tables in monetary terms.

22.70 The information in the hybrid flow accounts can 
be linked to environmental themes addressing par-
ticular environmental concerns, like the ‘green-
house’ effect, ozone layer depletion and acidifica-
tion. This requires conversion factors to translate 
the figures for specific substances into aggregated 
indicators for environmental themes. This can then 
result in an overview table showing the contribu-
tion of consumption and the production of various 
industries to the various environmental themes 
and GDP as in Table 22.14. 
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Table 22.14 — Net contribution of consumption and production to GDP and to six environmental themes in 
the Netherlands, 1993

Percentage

Economy
Environment

Greenhouse effect Ozone layer depletion Acidification Eutrophication Solid waste

Total 100 100 100 100 100

 Consumption 19 2 15 9 31

 Industry 79 97 85 91 66

  Capital and other 
sources 2 1 — — 3

Consumption 100 100 100 100 100 100

 Own transport 8 38 — 88 21 1

 Other consumption 92 62 100 12 79 99

Production 100 100 100 100 100 100

  Agriculture, hunting, 
forestry, fishing 3 15 2 47 91 7

 Mining and quarrying 3 2 — 1 — 1

 Manufacturing

  Petroleum industry 1 7 — 11 —

  Chemical industry 2 14 27 6 2 16

   Metal products and 
machinery industry 3 2 9 1 — 2

  Other manufacturing 12 12 20 7 6 25

 Public utilities 2 26 — 9 1 2

 Transport and storage 6 8 6 12 1 5

 Other services 68 14 36 6 –1 42

Source: de Haan (1997).
Note: a dash (—) indicates that the amount is nil.

22.71 The economic accounts for environmental transac-
tions consist of environmental protection accounts 
and accounts for other environmentally related 
transactions, such as taxes, subsidies, investment 
grants, property income and the acquisition of 
emission and property rights.

22.72 For describing environmental protection, a func-
tional approach combined with a kind of activity 
and product analysis is very useful. Environmental 
protection covers a wide range of economic activ-
ities and products. Examples are investment in 
clean technologies, restoring the environment 
after it has been polluted, recycling, the produc-
tion of environmental goods and services, conser-
vation and the management of natural assets and 
resources. A national aggregate of environmental 

protection expenditure can be defined to include 
ancillary activities and connected products.

22.73 In the environmental asset accounts, three differ-
ent types of environmental assets are distinguished: 
natural resources; land and surface water; and eco-
systems. Several of these environmental assets are 
not recorded in the central framework. This applies 
to environmental assets over which ownership 
right cannot be established. These include elements 
of the environment such as air, major water bodies 
and ecosystems that are so vast or uncontrollable 
that effective ownership rights cannot be enforced. 
Likewise, resources whose existence has not been 
clearly established by exploration and develop-
ment such as speculative oil deposits, or that are 
currently inaccessible such as remote forests, are 
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not considered assets in the central framework. 
The same is true for resources that have been estab-
lished geologically or are readily accessible but that 
bring no current economic benefit because they 
cannot yet be profitably exploited.

22.74 Environmental asset accounts in physical and mon-
etary terms describe the stocks of the various envir-
onmental assets and their changes. While such an 
account can be drawn up in monetary terms for 
some of the assets, for some others only physical 
accounts are possible. For ecosystems assets, it is 
unlikely that sufficient information is available to 
draw up stocks or changes during a year in exactly 
the same manner as for the other environmental 
assets. For these assets, it is more useful to con-
centrate on measuring changes in quality, most of 
which will relate to degradation, e.g. acidification 
of land and water and defoliation of timber.

22.75 The aggregates in the central framework can be 
modified to better account for the environmental 
issues. Three types of adjustments are commonly 
recommended: for depletion, for defensive expend-
iture by the government, and for degradation.

22.76 From an environmental point of view, the adjust-
ment for depletion should be made because GDP 
and its growth rate do not make an allowance for 
the depletion of various environmental assets, such 
as oil and non-cultivated fish and forests. How to 
account for depletion is not straightforward, and 
many different options are available. One extreme 
option is to regard the whole use of such non-pro-
duced natural assets as depletion and therefore not 
as income from production. The other extreme 
option is to regard all the revenues from selling 
such assets as income contributing to domestic 
income. All the other options split the use of the 
assets into a component for depletion and a com-
ponent for income. Different principles and differ-
ent assumptions for life times and discount rates 
result in different figures for the adjustment for 
depletion.

22.77 Defensive expenditure on the environment does not 
consist only of environmental protection expendi-
ture. It may be for the administration to establish 
and monitor fishing quotas or health expenditure 
related to atmospheric pollution or a nuclear dis-
aster. An adjustment for defensive expenditure by 
the government is recommended in order to avoid 

them increasing GDP: they are intended to miti-
gate or undo negative environmental externalities 
of production or consumption not at all recorded 
in GDP. In terms of net domestic product, a solu-
tion can be to record all defensive expenditure by 
the government as capital formation and simulta-
neously as capital consumption. However, in terms 
of the more commonly used GDP, this makes no 
difference.

22.78 Domestic product, saving and other key aggregates 
can be adjusted for degradation, such as the impact 
of pollution in air and water. However, incorpor-
ating the effects of degradation is more difficult, 
less certain and more controversial than mak-
ing adjustments to the accounts for either deple-
tion or defensive expenditure. For example, how to 
account for damage to human health or for plants 
or animals growing more slowly, reproducing less 
and dying earlier because of environmental pol-
lution? Should disasters be recorded as being the 
result of human economic activity and therefore be 
deducted from GDP?

Health accounts

22.79 The health accounts (see OECD, A System of Health 
Accounts, 2000) are an international framework 
for health data aimed at serving analysis and pol-
icy needs, national as well as European and inter-
national. The framework is designed for countries 
with a wide range of different models of organis-
ing their national health systems. The framework 
is a major tool for monitoring fast changing and 
increasingly complex health care systems. It meas-
ures and presents structural changes, such as shifts 
from in-patient to out-patient care and the emer-
gence of multifunctional providers.

22.80 The health accounts provide answers to three basic 
questions:

(a) What kind of services and goods are purchased 
for health purposes?

(b) Who is the provider of these services and 
goods?

(c) What are the sources of funding?

22.81 Health care goods and services are split by func-
tion. Three categories are distinguished: personal 
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health care services and goods; collective health 
care services; and health related functions.

22.82 The major types of personal health care services 
and goods distinguished are: services of curative 
care; services of rehabilitative care; services of long-
term nursing care; ancillary services to health care; 
and medical goods dispensed to out-patients. For 
these personal services, a subdivision by mode of 
production is very useful: in-patient care, day care, 
out-patient care and home care. Also many other 
dimensions for classifying personal health care 
are important, such as by age, gender and income 
level for major categories of health care or by major 
disease groups, which is useful for cost of illness 
studies.

22.83 In comparison to the central framework, the pro-
duction boundary is extended in two respects:

(a) occupational health care such as medical 
check-ups of employees or emergency health 
care services on or off business premises is not 
recorded as ancillary services;

(b) cash transfers to households for home care for 
the sick and disabled are treated as paid house-
hold production of health care; however, all 
such care with no link to cash transfers, are still 
excluded.

22.84 Two types of collective health services are 
distinguished:

(a) prevention and public health service;

(b) health administration and health insurance.

22.85 Seven types of health-related functions are 
distinguished:

(a) capital formation of health care provider 
institutions;

(b) education and training of health personnel;

(c) research and development in health;

(d) food, hygiene and drinking water control;

(e) environmental health;

(f) administration and provision of social services 
in kind to assist living with disease and impair-
ment; and

(g) administration and provision of health-related 
cash-benefits.

22.86 For the providers of health care, a detailed industry 
classification has been developed; for this purpose, 
the International Standard Industrial Classification 
was refined and modified.

22.87 Basically, health care financing can be recorded 
from two different perspectives. The first perspec-
tive gives a breakdown of expenditure on health 
into the complex range of third-party-payment 
arrangements plus the direct payments by house-
holds or other direct funders such as government 
provided health care. The second perspective seeks 
the ultimate burden of financing born by source of 
finance. This implies that the sources of financing 
of intermediary sources of funding are traced back 
to their origin. Additional transfers such as inter-
governmental transfers, tax deductions, subsidies 
to providers and financing by the rest of the world 
are included to complete the picture.

22.88 Simple overview tables showing the importance 
of health in the national economy can be derived 
from health accounts, as in Table 22.15.
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Table 22.15 — Key-statistic on health

% GDP % value change % volume change % price change

year t year 
t+1

year 
t+2

year t Year 
t+1

year 
t+2

year t year 
t+1

year 
t+2

year t year 
t+1

year 
t+2

Expenditure 
on health care 
services

Personal health 
expenditure

 curative care

  rehabilitative 
care

  long-term 
nursing care

  ancillary services 
to Health care 
medical goods

Collectieve health 
expenditure

Total

  population 
growth

  expenditure per 
capita

Sources of 
finance

Government and 
social security

Private health 
Insurance

Other

Total

GDP 100 100 100

  population 
growth

 GDP per capita

% of national total % volume change % wage rate change

Employment 
i health care 
industries

Household production accounts

22.89 In the central framework, household activities 
such as the services of owner-occupied dwellings; 
the production of agricultural production for own 
consumption; and own-account construction of 
dwellings; are recorded as production. However, 

two major types of household activity, unpaid ser-
vices by household members consumed within 
the same household, and volunteer services, are 
not recorded as production. Even in the context 
of a satellite account, the issues of unpaid and 
voluntary household services raise difficult con-
ceptual and measurement problems. They are an 
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area of ongoing research. The purpose of a satel-
lite account for household production3 is to pro-
vide a complete picture of household production; 
to show income, consumption and saving of differ-
ent types of households; and the interactions with 
the rest of the economy.

Major questions addressed are as follows:

(a) Which services are provided?

(b) Who is providing the services?

(c) What is the value of the services?

(d) What are the capital inputs and what happens 
to productivity?

(e) What are the implications for the size and dis-
tribution of income, consumption and saving 
over various types of households and over the 
life cycle?

(f) Are there shifts between paid and unpaid 
household services, due to structural economic 
and social developments, business cycle effects 
or government policy such as taxation issues or 
subsidies for paid child care?

22.90 Household production accounts may be of particu-
lar interest for the analysis of long-term economic 
developments and for the international compari-
son of levels of production, income and consump-
tion. The major data sources used for compiling 
household production accounts are household 
budget surveys and time use surveys, and annual 
aggregates from these sources are distorted by 
sampling errors, which prevents the calculation of 
accurate annual growth rates. Household produc-
tion accounts are therefore compiled on a regular 
but not annual basis, such as at five-yearly intervals 
and linked to an extensive time use survey.

3 See e.g. Eurostat, Household Production and Consumption — Proposal for a 
Methodology of Household Satellite Accounts, 2003; J. Varjonen and K. Aalto, 
Household Production and Consumption in Finland — Household Satellite Account, 
Statistics Finland and the National Consumer Research Centre, 2006; S. Holloway, S. 
Short, S. Tamplin, Household Satellite Account, ONS London, 2002; J.S. Landefeld and 
S.H. McCulla, Accounting for nonmarket household production within a national 
accounts framework, Review of Income and Wealth, 2000.

22.91 Household production includes only services that 
can be delegated to someone other than the per-
son benefiting from it, and this is known as the 
third party principle. As a consequence, personal 
care for oneself, studying, sleeping and leisure time 
activities are excluded.

22.92 For household production, different principal 
functions can be distinguished: housing, nutrition, 
clothing, care of children, adults and pets, and vol-
unteer work which is by definition consumed in 
another household. For each of these principal 
functions, main or characteristic activities can be 
defined. This allows the allocation of expenditure 
or time use on such activities to those principal 
functions. However, some activities, like shopping, 
travel and household management, refer to vari-
ous functions. As a consequence, the expend iture 
or time use of these activities is split over these 
functions.

22.93 In the central framework, expenditure on con-
sumer durables are part of final consumption 
expenditure. However, in the household produc-
tion accounts, expenditure such as expenditure 
on vehicles, refrigerators and equipment for con-
struction and repair, is recorded as capital forma-
tion. The capital services of such assets are inputs 
to household production.

22.94 The output and value added of household pro-
duction can be valued using an input or an output 
method. The output method is that household pro-
duction is valued at market prices, i.e. at the price 
observed for similar services sold on the market. 
For the input method, valuing output as the sum 
of costs, the choice of valuation method for labour 
inputs is crucial. The possibilities include valuing 
wages including or excluding social security con-
tributions, and different choices of reference group 
— average wages over all workers, wages of special-
ist workers or wages of housekeepers.

22.95 A major issue for household production accounts 
is the size and composition of household produc-
tion and the links with the central framework. This 
is shown in the form of a use table as in Table 22.16. 
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Labour accounts and SAM

22.96 In many countries, a wide range of labour market 
data are collected. Population and establishment 
censuses, household and enterprise surveys on the 
labour force, hours of work, earnings and labour 
costs, as well as registers of population, taxes and 
social security provide data for monitoring and 
analysing labour market developments on a regu-
lar basis. Despite the availability of a large amount 
of such statistical information, they do not pro-
vide a complete and reliable picture of the labour 
market. The major measurement problems are as 
follows:

(a) contradictory results between different data 
sources;

(b) many different concepts without a clear linkage;

(c) incomplete coverage;

(d) limitations in describing labour market 
dynamics;

(e) absence of links between labour market statis-
tics and national accounts, demographic data, 
and other social and economic statistics such as 
education and social security.

A system of labour accounts can resolve such prob-
lems by combining all information on the labour 
market and showing the links with the major con-
cepts and classifications of the labour market in the 
national accounts, such as the concepts of compen-
sation of employees and classification by industry. 
A strong link with the national accounts improves 
the compilation of both national accounts and 

labour accounts, and is helpful in describing the 
relationship between the labour market and the 
rest of the economy.

22.97 A simple system of labour accounts is shown 
in Table 22.17. It exploits accounting iden-
tities between compensation of employees, hours 
worked, number of jobs, persons employed and 
the active and potential labour force. It is a sim-
ple system in that it shows a limited breakdown by 
socio-economic characteristics such as gender, but 
not age or level of education, and a simple break-
down by only three industries, with no cross-bor-
der workers.

22.98 A social accounting matrix (SAM) is a matrix pres-
entation which shows the links between the supply 
and use tables and the institutional sector accounts. 
A SAM commonly provides additional informa-
tion on the level and composition of employment, 
via a subdivision of compensation of employees 
and mixed income by type of person employed. 
This subdivision applies both to the use of labour 
by industry, as shown in the use tables, and the 
supply of labour by socio-economic subgroup, as 
shown in the allocation of primary income account 
for subsectors of the sector households. In this way, 
the supply and use of paid labour is shown system-
atically. A SAM can be thought of as an expanded 
system of labour accounts put in a matrix-format. 
Like the labour accounts and the national accounts, 
a SAM shows aggregates and allows analysis only 
in terms of aggregates and averages. Therefore, for 
many socio-economic analyses, the preferred mod-
els use an extended micro-database with informa-
tion on socio-economic characteristics per person 
and household. 
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Productivity and growth accounts

22.99 A major use of the national accounts is to describe, 
monitor and analyse productivity growth (for an 
extended overview on productivity analysis, see 
OECD, OECD Manual — Measuring Productivity: 
Measurement of Aggregate and Industry-level 
Productivity Growth, 2001). Measuring and ana-
lysing productivity growth is used in understand-
ing the major changes in industry structure and 
the rise in living standards during the past century 
in many countries. Measuring and analysing pro-
ductivity growth is also used to form policies that 
stimulate productivity growth and raise prosperity, 
while also taking into account other policy consid-
erations such as equity and environmental issues.

22.100 Economic growth in national accounts terms 
is the volume growth of GDP, and this can be 
decomposed into components including changes 
in labour productivity, the productivity per unit 
of labour, and changes in the volume of labour. 
The same breakdown can be made for the vol-
ume change of value added by industry. This sim-
ple approach provides a framework for monitoring 
and analysing economic growth by industry. More 
homogeneous figures on labour inputs obtained 
by using not just the number of employed, but full 
time equivalents or hours worked and distinguish-
ing between various qualities of labour, will result 
in more detailed labour productivity figures.

22.101 This simple approach omits the role of other inputs, 
such as capital services and intermediate products. 
This can be very misleading. For ex ample, labour 
productivity may apparently increase substan-
tially due to much higher capital intensity but may 
also increase due to efficiency gains while using 
the same amount of capital. By also accounting 
for other inputs, multifactor productivity is meas-
ured and the sources of productivity growth can 
be better understood. Measuring multifactor pro-
ductivity amounts to decomposing the change 
in the volume of output into changes in the vari-
ous volumes of all inputs plus a residual: multifac-
tor productivity growth. Multifactor productivity 
growth reflects all that is not explained by the vari-
ous inputs, i.e. the role of other inputs. However, it 
may also reflect measurement errors in the outputs 
or inputs.

22.102 The volume of capital input from the fixed capital 
stock can be measured in various ways. There are 
three crucial choices to be made:

(a) the form of the age-efficiency or age-price func-
tion for each type of asset; common options are 
straight-line, geometric or hyperbolic;

(b) the nature of the weights that are used to aggre-
gate across different types of assets: user cost 
weights or market prices;

(c) the index number formula by which this aggre-
gation takes place. Options are a base weighted 
index number such as Laspeyres, or a mixed 
weighted index number such as Fisher and 
Törnqvist.

22.103 Multifactor productivity measurement helps to 
identify the direct growth contributions of labour, 
capital, intermediate inputs and multifactor pro-
ductivity change. It is used in reviewing past growth 
patterns and for assessing the potential for future 
economic growth. However, for analysis and pol-
icy, in interpreting multifactor productivity meas-
ures, the following must be considered.

(a) Not all technical changes translate into mul-
tifactor productivity growth. Embodied tech-
nological change may be accounted for via the 
volumes of capital and intermediate inputs. 
Embodied technological change represents 
advances in the design and quality of new vin-
tages of capital and intermediate inputs and its 
effects are attributed to the respective factors as 
long as the factor is remunerated accordingly. 
In contrast, disembodied technical change is 
considered to be ‘costless’, for example in the 
form of general knowledge, blueprints, net-
work effects or spillovers from other factors of 
production including better management and 
organisational change. Such technical change 
ends up by definition in the residual, i.e. multi-
factor productivity growth.

(b) Multifactor productivity growth is not neces-
sarily caused by technological change: other 
non-technology factors will also be picked up 
by the residual. This includes adjustment costs, 
scale effects, business cycle effects, pure changes 
in efficiency and measurement errors.
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(c) Multifactor productivity growth is a static 
measure and fails to explicitly measures feed-
back effects between productivity change and 
capital, e.g. extra output per person may lead to 
additional savings and investment and to a rise 
in the capital-labour ratio. As a consequence, it 
tends to understate the eventual importance of 
productivity change in stimulating the growth 
of output.

(d) Multifactor productivity measurement helps 
to identify the relative importance of different 
sources of productivity growth. However, it has 
to be complemented by institutional, histor-
ical and case studies to explore the underlying 
causes of growth, innovation and productivity 
change.

22.104 For better measuring, analysing and monitoring 
growth and productivity, KLEMS growth and pro-
ductivity accounts have been developed all over 
the world. A key objective is to move beneath the 
aggregate economy level and examine the produc-
tivity performance of individual industries and 
their contributions to economic growth. In order 
to reveal the enormous heterogeneity in output 
and productivity growth across industries, many 
different industries are distinguished and, in the 
Union, EU-KLEMS distinguishes 72. The accounts 
include quantities and prices of output, capital (K), 
labour (L), energy (E), material (M) and services 
(S) inputs at the industry level. Output and pro-
ductivity measures are provided in terms of growth 
rates and relative levels. Additional measures on 
knowledge creation such as R&D, pa tents, embod-
ied technological change, other innovation activ-
ity and cooperation are under development. Such 
measures are developed for individual Member 
States, and linked with KLEMS databases across 
the rest of the world.

22.105 The accounts consist of three interdependent 
modules: an analytical module and two statistical 
modules.

22.106 The analytical module provides a research data-
base for use in the academic world and by pol-
icymakers. It uses ‘best practice’ techniques in 
growth accounting, focuses on international com-
parability, and aims at achieving full coverage in 
terms of number of countries, industries and var-
iables. It can also adopt alternative or pioneering 

assumptions with regard to statistical conventions, 
such as how to treat ICT goods, non-market ser-
vices and the measurement of capital services.

22.107 The statistical modules of the database are devel-
oped in parallel with the analytical module. They 
include data which are broadly consistent with 
those published by national statistical institutes. Its 
methods correspond to those in the central frame-
work of the national accounts, e.g. supply and use 
tables are used as the coordinating framework for 
productivity analysis and chain indices are applied. 
The statistical module includes not only national 
accounts data, but also supplementary informa-
tion, such as employment statistics on the quan-
tity (persons and working hours) and quality (dis-
tribution of quantities by age, gender and educa-
tion level) of labour input per industry.

Research and development accounts

22.108 In the central framework, research and develop-
ment expenditure is treated as intermediate con-
sumption, i.e. as current expenditure benefiting 
production for the current period only. This runs 
counter to the nature of R&D, the aim of which is 
to improve production for future periods. In order 
to resolve the conceptual and practical issues of 
recording R&D as capital formation, R&D satellite 
tables recognising R&D as capital formation will 
be drawn up by Members States. This will enable 
Member States to develop robust and comparable 
methods and estimates. In a second stage, when a 
sufficiently high level of reliability and comparabil-
ity has been achieved, R&D will be capitalised in 
the core accounts of the Member States.

22.109 In addition to this supplementary experimen-
tal table, a set of R&D accounts can be drawn up. 
The purpose of such R&D accounts is to show the 
role of R&D in the national economy. Questions 
answered include the following:

(a) Who is producing R&D?

(b) Who is financing R&D?

(c) Who is using R&D?

(d) What is the value of R&D assets in comparison 
to the various other assets?
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(e) What are the consequences for productivity 

and economic growth?
A supply and use table provides an overview of who 
is producing and using R&D, and this is shown in 
Tables 22.18 and 22.19.
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Social protection accounts

22.110 Social protection and its interaction with issues 
such as ageing, health care and social exclusion is 
a major issue for national and European economic 
and social policy. For monitoring, forecasting, 
analysing, and discussing social protection issues, 
detailed, comparable and up-to-date information 
on the organisation, current standing and devel-
opments of social protection in the Member States 
and beyond is required.

22.111 Social protection benefits are transfers to house-
holds or individuals, in cash or kind intended to 
relieve them from a number of risks or needs. The 
risks or needs of social protection refer to the func-
tions: disability, sickness/health care, old age, sur-
vivors, family/children, unemployment, hous-
ing and social exclusion not elsewhere classified. 
In principle, education is not included as a risk or 
need unless it is a support to indigent families with 
children.

22.112 Social protection benefits are made through social 
protection schemes. These are administered and 
organised by public or private bodies, such as 
social security funds, government agencies, insur-
ance companies, public or private employers and 
private welfare and social assistances institutions. 
The schemes do not necessarily refer to specific 
institutions, regulations or laws; although they do 
in many cases. All schemes that are solely based 
on individual arrangements or where simultan-
eous reciprocal agreements exist are not regarded 
as social protection.

22.113 Where the reciprocal arrangement from the 
employee is not simultaneous, the expenditure is 
classified as social protection. This applies to retire-
ment and survivors’ pensions paid by an employer 
and free housing offered to retired employees. The 
continued payment of wages and salaries, while 
an employee is unable to work during sickness, 
maternity, disability, redundancy and so on, is 
regarded as social protection benefits provided by 
the employer.

22.114 Government-controlled schemes are where the 
government takes all the principal decisions about 
the level of benefits, the terms on which they are 
paid and the ways in which the scheme is financed. 
Government-controlled social protection is 

usually established by law or regulation. It includes 
schemes that provide social protection to pub-
lic servants on the same lines as that provided to 
the general population by government-controlled 
schemes. However, it excludes schemes that gov-
ernment may set up in its role of employer without 
government-controlled counterparts in the private 
sector.

22.115 Examples of government-controlled schemes are 
as follows:

(a) non-contributory schemes set up by govern-
ment to meet its general social responsibility, 
such as an income support scheme for destitute 
people or a rent benefit scheme;

(b) schemes run by social security funds;

(c) schemes originally established in the private 
sector and for which the government has later 
assumed responsibility.

22.116 Examples of non-government-controlled schemes 
are as follows:

(a) schemes run by non-profit institutions, like 
mutual benefits societies, friendly societies 
and institutions co-administered by the social 
partners;

(b) schemes administered by commercial insur-
ance companies;

(c) non-autonomous schemes run by employers; 
this covers both funded schemes where there 
are separate reserves in the balance sheet to 
cover the liability to pay benefits in the future, 
and unfunded schemes with no such separate 
reserves.

22.117 Using information on specific individual schemes, 
the accounts for social protection provide a multi-
dimensional overview of social protection, as 
described in The European System of integrated 
Social PROtection Statistics (ESSPROS), (Eurostat, 
2008). The accounts describe the size and compos-
ition of social protection benefits, their finan cing 
and the administrative costs involved. Social pro-
tection benefits are classified by function such 
as sickness and old age, by type such as in cash 
and in kind, and whether they are means tested. 
Underlying schemes are classified according to 
whether they are government-controlled schemes 
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or not, or whether they are basic versus supple-
mentary schemes.

22.118 For each individual social protection scheme, 
information is provided on revenue and expend-
iture and a whole range of qualitative information, 
such as the scope, financing, history and major 
modifications over time.

22.119 The standard information on the various individu al 
social protection schemes is known as the core 
social protection system, and is supplemented by 
various modules. Possible modules are as follows:

(a) a module covering the number of pension 
beneficiaries;

(b) a module on net social protection benefits. 
This covers the influence of taxes and social 

contributions paid on benefits by beneficiar-
ies and the extent to which social benefits 
are provided in the form of tax rebates or tax 
reductions.

22.120 The concepts and classifications in the accounts for 
social protection are closely linked to those in the 
central framework. The major difference between 
social protection benefits and social benefits in 
the central framework is that the latter cover also 
expenditure on education; another difference is 
that social protection benefits may include capital 
transfers with a social purpose. A simple overview 
table as given in Table 22.20 shows these links and 
at the same time provides an overview of the size 
and composition of social protection benefits in a 
country. 
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22.121 The close linkage between standard national 

accounts statistics and social protection statistics 
provides opportunities for both types of statistics. 
From the point of view of social protection statis-
tics, they can be related to the official statistics on 
the national economy such as on economic growth 
and public finance. National accounts statistics 
broken down by social protection scheme can also 
serve as a check on the completeness and reliability 
of social protection statistics. The compilation pro-
cesses of both statistics can also be linked, saving 
compilation costs, increasing reliability and pro-
viding new opportunities, such as making social 
protection statistics as timely as national accounts 
statistics4. Similar advantages apply to the national 
accounts. The accounts for social protection are rel-
atively easy to derive from the sector accounts and 
the table on government expenditure by COFOG 
function and are used in forming economic and 
social policy. Furthermore, they serve as a check 
on the reliability and completeness of the stand-
ard national accounts figures, such as social bene-
fits and contributions.

22.122 The OECD also publishes data on social expend-
iture by individual scheme, in the Social 
Expenditure Database, SOCX. It collects the data 
for non-EU countries, while Eurostat provides 
the OECD with the data on the social protection 
expenditure for the Member States. A specific fea-
ture of the OECD work on social expenditure is 
its focus on international comparison of net social 
expenditure; this includes an adjustment for the 
impact on household consumption of differences 
in taxes on production and imports.

Tourism satellite accounts

22.123 The tourism satellite account5 provides an over-
view of the supply and use of goods and services 
for the various types of tourism and their impor-
tance for domestic employment, balance of pay-
ments, government finance and personal and busi-
ness income.

4 The ESSPROS dissemination timetable is defined in Regulation (EC) No 458/2007 
of the European Parliament and of the Council of 25 April 2007 on the European 
system of integrated social protection statistics (ESSPROS) (OJ L 113, 30.4.2007, p. 3).

5 See Eurostat, OECD, UNSD, UNWTO, Tourism Satellite Account: Recommended 
Methodological Framework, 2008.

22.124 ‘Tourism’ comprises the activities of persons trav-
elling to and staying in places outside their usual 
environment for less than a year and for a main 
purpose other than to be employed by a resident 
entity in the place visited. Such activities encom-
pass all that visitors do for a trip or while on a trip. 
‘Tourism’ is not restricted to typical tourism activ-
ities such as sightseeing, sunbathing and visit-
ing sites. Travelling for the purpose of conducting 
business and for education and training can also be 
part of tourism.

22.125 The demand generated by tourism covers a vari-
ety of goods and services, in which transportation, 
accommodation and food services figure promi-
nently. In order to obtain international compara-
bility, tourism characteristic products are defined 
as products which, in the absence of visitors, in 
most countries would probably not exist in mean-
ingful quantities or for which the level of con-
sumption would be significantly reduced, and for 
which it seems possible to obtain statistical infor-
mation. Tourism-connected products are a resid-
ual category, including those that have been iden-
tified as tourism-specific in a given country but for 
which this attribute has not been acknowledged on 
a worldwide basis.

22.126 Some of the services for tourism purposes, such 
as accommodation in second homes or transpor-
tation in individual motor vehicles, can be pro-
duced in significant amounts on own account. 
However, in the central framework, unlike own-
account housing services, transportation services 
produced within households for their own ben-
efit are not regarded as production. It is recom-
mended to follow that convention in the tourism 
satellite account. But for countries in which own-
account transportation services are significant, 
they can show them separately in the tourism satel-
lite account.

22.127 The key measure for describing the demand for 
tourism is visitor consumption by households, 
government, non-profit institutions serving house-
holds and business. It consists of the following 
components:

(a) visitor final consumption expenditure in cash;

(b) visitor final consumption expenditure in kind, 
such as own-account housing services;
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(c) tourism social transfers in kind such as individ-
ual non-market services absorbed by visitors, 
including health services of a spa and the non-
market services of a museum;

(d) tourism business expenses. This includes tour-
ism expenses classified as intermediate con-
sumption and does not include other expenses 
corresponding to employees on business trips 
paid by businesses, such as payments for meals 
treated as remuneration in kind. As a conse-
quence, tourism business expenses do not rep-
resent total consumption of visitors on busi-
ness trips;

(e) in addition, in order to underline the economic 
importance of the actions undertaken by pub-
lic authorities to create a favourable environ-
ment for the development of tourism, specific 

measurement of the aggregate value of tourism 
collective consumption is suggested. This refers 
to activities such as the promotion of tour-
ism by a government unit, the maintenance of 
order and security and the maintenance of pub-
lic space.

22.128 The supply and use of goods and services for tour-
ism purposes, as well as value added and employ-
ment generated by tourism, can be shown in a sup-
ply and use table distinguishing its characteris-
tic products and industries and the tourism-con-
nected products.

22.129 In their tourism satellite account, countries can 
further disaggregate and typify their markets, 
based on duration of stay, purpose of the visit, fea-
tures of the visitors such as whether they are inter-
national or domestic visitors.
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CHAPTER 23

Classifications

Introduction

23.01 The classifications in the ESA 2010 are fully in line 
with the new coding of the 2008 SNA, the NACE 
Rev. 2, the CPA 2008 (at the levels of aggregation 
used in the transmission programme), COFOG, 
Coicop, COPNI and COPP. Only a very limited 
number of additional codes have been introduced.

23.02 The accounts are built around a small number of 
conceptual elements, in particular sectors, trans-
actions and classifications of the items subject to 
transactions and other flows, especially assets and 
liabilities. For each of these elements, a hierarchi-
cal classification exists. Accounts can be compiled 
at greater or lesser degrees of detail by using higher 
or lower levels of these hierarchies.

23.03 The entries in the accounts are divided into types 
designated by one or two letters as follows:

(a) S codes relating to sectors;

(b) P codes relating to transactions in products;

(c) NP codes relating to transactions in non-finan-
cial non-produced assets;

(d) D codes relating to distributive transactions;

(e) F codes relating to transactions in financial 
assets and liabilities;

(f) K codes relating to other changes in assets;

(g) B codes relating to balancing and net worth 
items;

(h) L codes relating to balance sheet entries;

(i) AN codes relating to non-financial assets (both 
produced and non-produced);

(j) AF codes relating to stocks of financial assets 
and liabilities.

23.04 In the context of a production approach of GDP, 
tables by industry and the input-output frame-
work, use is also made of two European classi-
fications: NACE Rev. 2 for economic activities 
and CPA 2008 for products by economic activi-
ties. NACE Rev. 2 is the European version of ISIC 
Rev. 4. Also, for an expenditure approach of GDP, 
CPA 2008, COFOG (classification of expenditure 
according to purpose: classification of the func-
tions of government) and Coicop (classification of 
individual consumption according to purpose) are 
used; the latter two classifications are established 
by UN.

23.05 Apart from COFOC and Coicop, the functional 
classifications include also COPNI (classification 
of the purposes of non-profit institutions serving 
households) and COPP (classification of outlays 
of producers by purpose). These classifications are 
used for functional analysis of the expenditure by 
corporations, government, households and non-
profit institutions serving households and for func-
tional satellite accounts.

Classification of institutional sectors (S)

S.1 Total economy1

S.11 Non-financial corporations

S.11001 Public non-financial corporations

S.11002 National private non-financial corporations

S.11003 Foreign controlled non-financial corporations
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S.12 Financial corporations

S.121 Central bank2 (public)

S.122 Deposit-taking corporations except the central bank2

S.12201 Public

S.12202 National private

S.12203 Foreign controlled

S.123 Money market funds

S.12301 Public

S.12302 National private

S.12303 Foreign controlled

S.124 Non-MMF investment funds

S.12401 Public

S.12402 National private

S.12403 Foreign controlled

S.125 Other financial intermediaries, except insurance corporations and pension funds

S.12501 Public

S.12502 National private

S.12503 Foreign controlled

S.126 Financial auxiliaries

S.12601 Public

S.12602 National private

S.12603 Foreign controlled

S.127 Captive financial institutions and money lenders

S.12701 Public

S.12702 National private

S.12703 Foreign controlled

S.128 Insurance corporations3

S.12801 Public

S.12802 National private

S.12803 Foreign controlled

S.129 Pension funds3

S.12901 Public

S.12902 National private

S.12903 Foreign controlled

S.121 + S.122 + S.123 Monetary financial institutions

S.13 General government

S.1311 Central government (excluding social security funds)

S.1312 State government (excluding social security funds)

S.1313 Local government (excluding social security funds)

S.1314 Social security funds

S.14 Households
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S.141 Employers

S.142 Own-account workers

S.143 Employees

S.144 Recipients of property and transfer income

S.1441 Recipients of property income

S.1442 Recipients of pensions

S.1443 Recipients of other transfers

S.15 Non-profit institutions serving households

S.15002 National private

S.15003 Foreign controlled

S.2 Rest of the world

S.21 Member States and institutions and bodies of the European Union

S.211 Member States of the European Union

S.2111 Member States of the euro area

S.2112 Member States outside the euro area

S.212 Institutions and bodies of the European Union

S.2121 The European Central Bank (ECB)

S.2122 European institutions and bodies, except the ECB

S.22 Non-member countries and international organisations non-resident in the European Union
1 For all codes in sectors S.11 and S.12, the fifth digit 1/2/3 refers to public/national private/foreign controlled.

2 Central bank (S.121) plus deposit-taking corporations except the central bank (S.122) correspond to S.12B.

3 Insurance corporations (S.128) plus pension funds (S.129) correspond to S.12I.

Classification of transactions and other 
flows

Transactions in products (P)

P.1 Output

P.11 Market output

P.119 Financial intermediation services indirectly measured (FISIM)

P.12 Output for own final use

P.13 Non-market output

P.2 Intermediate consumption

P.3 Final consumption expenditure

P.31 Individual consumption expenditure

P.32 Collective consumption expenditure

P.4 Actual final consumption

P.41 Actual individual consumption

P.42 Actual collective consumption
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P.5 Gross capital formation/P.5n net capital formation

P.51g Gross fixed capital formation

P.511 Acquisitions less disposals of fixed assets

P.5111 Acquisitions of new fixed assets

P.5112 Acquisitions of existing fixed assets

P.5113 Disposals of existing fixed assets

P.512 Costs of ownership transfer on non-produced assets

P.51c Consumption of fixed capital (–)

P.51c1 Consumption of fixed capital on gross operating surplus (–)

P.51c2 Consumption of fixed capital on gross mixed income (–)

P.51n Net fixed capital formation

P.52 Changes in inventories

P.53 Acquisitions less disposals of valuables

P.6 Exports of goods and services

P.61 Exports of goods

P.62 Exports of services

P.7 Imports of goods and services

P.71 Imports of goods

P.72 Imports of services

Transactions in non-produced non-
financial assets (NP codes)

The codes used for transactions in non-produced non-
financial assets can be further disaggregated if desired by 
appending the classification of non-produced non-finan-
cial assets, AN.2.

NP Acquisitions less disposals of non-produced assets

NP.1 Acquisitions less disposals of natural resources

NP.2 Acquisitions less disposals of contracts, leases and licences

NP.3 Purchases less sales of goodwill and marketing assets

Distributive transactions (D)

D.1 Compensation of employees

D.11 Wages and salaries

D.12 Employers’ social contributions

D.121 Employers’ actual social contributions

D.1211 Employers’ actual pension contributions

D.1212 Employers’ actual non-pension contributions
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D.122 Employers’ imputed social contributions

D.1221 Employers’ imputed pension contributions

D.1222 Employers’ imputed non-pension contributions

D.2 Taxes on production and imports

D.21 Taxes on products

D.211 Value added type taxes (VAT)

D.212 Taxes and duties on imports excluding VAT

D.2121 Import duties

D.2122 Taxes on imports excluding VAT and duties

D.214 Taxes on products except VAT and import taxes

D.29 Other taxes on production

D.3 Subsidies

D.31 Subsidies on products

D.311 Import subsidies

D.319 Other subsidies on products

D.39 Other subsidies on production

D.4 Property income

D.41 Interest

D.42 Distributed income of corporations

D.421 Dividends

D.422 Withdrawals from income of quasi-corporations

D.43 Reinvested earnings on foreign direct investment

D.44 Other investment income

D.441 Investment income attributable to insurance policy holders

D.442 Investment income payable on pension entitlements

D.443 Investment income attributable to collective investment fund shareholders

D.4431 Dividends attributable to collective investment fund shareholders

D.4432 Retained earnings attributable to collective investment fund shareholders

D.45 Rent

Current transfers in cash and kind (D.5-D.8)

D.5 Current taxes on income, wealth, etc.

D.51 Taxes on income

D.59 Other current taxes

D.6 Social contributions and benefits

D.61 Net social contributions

D.611 Employers’ actual social contributions

D.6111 Employers’ actual pension contributions

D.6112 Employers’ actual non-pension contributions

D.612 Employers’ imputed social contributions
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D.6121 Employers’ imputed pension contributions

D.6122 Employers’ imputed non-pension contributions

D.613 Households’ actual social contributions

D.6131 Households’ actual pension contributions

D.6132 Households’ actual non-pension contributions

D.614 Households’ social contribution supplements

D.6141 Households’ pension contribution supplements

D.6142 Households’ non-pension contribution supplements

D.61SC Social insurance scheme service charges (–)1

D.62 Social benefits other than social transfers in kind

D.621 Social security benefits in cash

D.6211 Social security pension benefits in cash

D.6212 Social security non-pension benefits in cash

D.622 Other social insurance benefits

D.6221 Other social insurance pension benefits

D.6222 Other social insurance non-pension benefits

D.623 Social assistance benefits in cash

D.63 Social transfers in kind

D.631 Social transfers in kind — non-market production

D.632 Social transfers in kind — purchased market production

D.7 Other current transfers

D.71 Net non-life insurance premiums

D.711 Net non-life direct insurance premiums

D.712 Net non-life reinsurance premiums

D.72 Non-life insurance claims

D.721 Non-life direct insurance claims

D.722 Non-life reinsurance claims

D.73 Current transfers within general government

D.74 Current international cooperation

D.75 Miscellaneous current transfers

D.751 Current transfers to NPISHs

D.752 Current transfers between households

D.759 Other miscellaneous current transfers

D.76 VAT- and GNI-based EU own resources

D.8 Adjustment for the change in pension entitlements

D.9 Capital transfers

D.9r Capital transfers, receivable

D.91r Capital taxes, receivable

D.92r Investment grants, receivable

D.99r Other capital transfers, receivable

D.9p Capital transfers, payable
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D.91p Capital taxes, payable

D.92p Investment grants, payable

D.99p Other capital transfers, payable
1 Employers’ contributions appear in both the generation of income account and allocation of primary income account as payable by employers and receivable by employees. 

In the secondary distribution of income account, these amounts are payable by households and receivable by those administering social insurance schemes. In order to show 
exactly the same value in each case, the deduction of the charge that represents part of the output of the schemes and final consumption of the beneficiary households is also 
shown in the secondary distribution of income account as a separate item. The social insurance scheme service charges item (D.61SC) is thus an adjustment item only and not a 
distributive transaction in itself.

Transactions in financial assets and 
liabilities (F)

(Net acquisition of financial assets/net incurrence of 
liabilities)

F.1 Monetary gold and SDRs

F.11 Monetary gold

F.12 SDRs

F.2 Currency and deposits

F.21 Currency

F.22 Transferable deposits

F.221 Inter-bank positions

F.229 Other transferable deposits

F.29 Other deposits

F.3 Debt securities

F.31 Short-term

F.32 Long-term

F.4 Loans1

F.41 Short-term

F.42 Long-term

F.5 Equity and investment fund shares/units

F.51 Equity

F.511 Listed shares

F.512 Unlisted shares

F.519 Other equity

F.52 Investment fund shares/units

F.521 Money Market Fund shares/units

F.522 Non-MMF investment fund shares/units

F.6 Insurance, pension and standardised guarantee schemes

F.61 Non-life insurance technical reserves

F.62 Life insurance and annuity entitlements

F.63 Pension entitlements

F.64 Claims of pension funds on pension managers
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F.65 Entitlements to non-pension benefits

F.66 Provisions for calls under standardised guarantees

F.7 Financial derivatives and employee stock options

F.71 Financial derivatives

F.711 Options

F.712 Forwards

F.72 Employee stock options

F.8 Other accounts receivable/payable

F.81 Trade credits and advances

F.89 Other accounts receivable/payable, excluding trade credits and advances
1 Memo item: foreign direct investment (add code FDI).

Other changes in assets (K)

K.1-5 Total changes in volume

K.1 Economic appearance of assets

K.2 Economic disappearance of non-produced assets

K.21 Depletion of natural resources

K.22 Other economic disappearance of non-produced assets

K.3 Catastrophic losses

K.4 Uncompensated seizures

K.5 Other changes in volume n.e.c.

K.6 Changes in classification

K.61 Changes in sector classification and structure

K.62 Changes in classification of assets and liabilities

K.7 Nominal holding gains and losses

K.71 Neutral holding gains and losses

K.72 Real holding gains and losses

Classification of balancing items and 
net worth (B)1

B.1g Value added, gross/Gross domestic product

B.2g Operating surplus, gross

B.3g Mixed income, gross

B.4g Entrepreneurial income, gross

B.5g Balance of primary incomes, gross/National income, gross

B.6g Disposable income, gross

B.7g Adjusted disposable income, gross

B.8g Saving, gross
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B.9 Net lending (+)/net borrowing (–)

B.9N Net lending (+)/net borrowing (–) of the non-financial accounts

B.9F Net lending (+)/net borrowing (–) of the financial accounts

B.10 Changes in net worth

B.101 Changes in net worth due to saving and capital transfers2, 3

B.102 Changes in net worth due to other changes in volume of assets

B.103 Changes in net worth due to nominal holding gains and losses

B.1031 Changes in net worth due to neutral holding gains and losses

B.1032 Changes in net worth due to real holding gains and losses

B.11 External balance of goods and services

B.12 Current external balance

B.90 Net worth

BF.90 Financial net worth
1 All balancing items can be measured gross or net of consumption of fixed capital. The code for gross balancing items is constituted of the code of the item plus the letter ‘g’. 

Similarly, the letter ‘n’ attached to a code indicates the net value.

2 This is not a balancing item in the structure of the accounting system. It is the total of the right-hand side of the capital account. However, as a significant component of changes 
in net worth, it is coded with the other components of the latter.

3 For the rest of the world, this refers to changes in net worth due to current external balance and capital transfers.

Classification of balance sheet entries 
(L)

For a single balance sheet, as for the financial account, the 
only codes necessary are those giving the details of assets 
by type, using AN and AF codes. However, an account can 
be drawn up showing the stock levels at the start (LS) and 
end (LE) of a period, and the total changes between them 

(LX). All three codes need to be qualified by asset types. 
The LX entries are the sum of the entries of P.5, NP, F and 
K codes for the assets in question for the period covered.

From the entries in the opening balance sheet a value of 
net worth (B.90) can be calculated. The difference between 
this and the value of B.90 in the closing balance sheet must 
be equal to the balance of all the LX codes, which must 
also be equal to the value for B.10.

LS Opening balance sheet

LX Changes in balance sheet

LE Closing balance sheet

Classification of assets (A)

Non-financial assets (AN)

AN.1 Produced non-financial assets

AN.11 Fixed assets by type of asset

AN.111 Dwellings

AN.112 Other buildings and structures

AN.1121 Buildings other than dwellings

AN.1122 Other structures
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AN.1123 Land improvements

AN.113 Machinery and equipment

AN.1131 Transport equipment

AN.1132 ICT equipment

AN.1139 Other machinery and equipment

AN.114 Weapons systems

AN.115 Cultivated biological resources

AN.1151 Animal resources yielding repeat products

AN.1152 Tree, crop and plant resources yielding repeat products

(AN.116) (Costs of ownership transfer on non-produced assets)1

AN.117 Intellectual property products

AN.1171 Research and development

AN.1172 Mineral exploration and evaluation

AN.1173 Computer software and databases

AN.11731 Computer software

AN.11732 Databases

AN.1174 Entertainment, literary or artistic originals

AN.1179 Other intellectual property products

AN.12 Inventories by type of inventory

AN.121 Materials and supplies

AN.122 Work-in-progress

AN.1221 Work-in-progress on cultivated biological assets

AN.1222 Other work-in-progress

AN.123 Finished goods

AN.124 Military inventories

AN.125 Goods for resale

AN.13 Valuables

AN.131 Precious metals and stones

AN.132 Antiques and other art objects

AN.133 Other valuables

AN.2 Non-produced non-financial assets

AN.21 Natural resources

AN.211 Land

AN.2111 Land underlying buildings and structures

AN.2112 Land under cultivation

AN.2113 Recreational land and associated surface water

AN.2119 Other land and associated surface water

AN.212 Mineral and energy reserves

AN.213 Non-cultivated biological resources

AN.214 Water resources

AN.215 Other natural resources
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AN.2151 Radio spectra

AN.2159 Other

AN.22 Contracts, leases and licences

AN.221 Marketable operating leases

AN.222 Permits to use natural resources

AN.223 Permits to undertake specific activities

AN.224 Entitlement to future goods and services on an exclusive basis

AN.23 Purchases less sales of goodwill and marketing assets
1 Costs of ownership transfer on non-produced assets (AN.116) are treated as part of fixed capital formation, that is the acquisition of fixed assets. However, when stock levels are 

itemised, the value of these costs of ownership transfer is included with the non-produced assets to which they refer and so are not shown separately as part of AN.11. In the case 
of land transferring, the costs of ownership transfer on all land are to be included with land improvements (AN.1123). The item AN.116 is included in the full list, shown below, for 
presentation purposes only.

Financial assets (AF)

There is a one-to-one match between the codes shown for 
transactions in financial assets and liabilities (F codes) and 
those for stock levels or positions (AF codes) for the same 

assets and liabilities. In practice, though, balance sheet 
data may be less detailed and not exist beyond the first-
level breakdown, shown below. If desired, the AF codes 
can be disaggregated in line with the detail provided for F 
codes, as follows:

AF.1 Monetary gold and SDRs

AF.11 Monetary gold

AF.12 SDRs

AF.2 Currency and deposits

AF.21 Currency

AF.22 Transferable deposits

AF.221 Inter-bank positions

AF.229 Other transferable deposits

AF.29 Other deposits

AF.3 Debt securities

AF.31 Short-term

AF.32 Long-term

AF.4 Loans1

AF.41 Short-term

AF.42 Long-term

AF.5 Equity and investment fund shares/units

AF.51 Equity

AF.511 Listed shares

AF.512 Unlisted shares

AF.519 Other equity

AF.52 Investment fund shares/units

AF.521 Money Market Fund shares/units

AF.522 Non-MMF investment fund shares/units

AF.6 Insurance, pension and standardised guarantee schemes
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AF.61 Non-life insurance technical reserves

AF.62 Life insurance and annuity entitlements

AF.63 Pension entitlements

AF.64 Claims of pension funds on pension managers

AF.65 Entitlements to non-pension benefits

AF.66 Provisions for calls under standardised guarantees

AF.7 Financial derivatives and employee stock options

AF.71 Financial derivatives

F.711 Options

F.712 Forwards

AF.72 Employee stock options

AF.8 Other accounts receivable/payable

AF.81 Trade credits and advances

AF.89 Other accounts receivable/payable, excluding trade credits and advances
1 Memo item: foreign direct investment (add code FDI).

Classification of supplementary items

The general convention is that a supplementary code 
begins with X and is linked to the code of a standard item 
by building on the code of that item.

Non-performing loans

The following codes apply to stocks and flows of non-per-
forming loans. Since loans have the code AF.4 and F.4, the 
supplementary codes begin XAF4 for stocks and XF4 for 
flows.

The codes for stocks are:

XAF4_NNP Loans: nominal value, non-performing

XAF4_MNP Loans: market value, non-performing

and the associated flows:

XF4_NNP Loans: nominal value, non-performing

XF4_MNP Loans: market value, non-performing

In both sets of codes, the underscore is a placeholder for 
the detailed codes for loans where relevant, for example, 
on the balance sheet:

XAF41NNP Short-term loans: nominal value, non-performing

XAF42MNP Long-term loans: market value, non-performing
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Capital services

The following codes apply to capital services.

XCS Capital services

XCSC Capital services — Corporations

P.51c1 Consumption of fixed capital on gross operating surplus

XRC Return to capital — Corporations

XOC Other costs of capital — Corporations

XCSU Capital services — Unincorporated enterprises

P.51c2 Consumption of fixed capital on gross mixed income

XRU Return to capital — Unincorporated enterprises

XOU Other costs of capital — Unincorporated enterprises

Pensions table

The following codes apply to the supplementary table 
described in the chapter on pensions. Different codes are 
proposed for the columns and rows of the table.

Columns

In the Column description the letter ‘W’ corresponds to 
‘non-government’ and the numbers in these codes refer to 
the corresponding institutional sectors.

(a) Liabilities recorded in the main sequence of accounts

Schemes where responsibility for the design and implementation lies outside general government

XPC1W Defined contribution schemes

XPB1W Defined benefit schemes

XPCB1W Total

Schemes where responsibility for the design and implementation lies within general government

XPCG Defined contribution schemes

General government employee defined benefit schemes

XPBG12 In the financial corporations sector

XPBG13 In the general government sector

(b) Liabilities not recorded in the main sequence of 
accounts

XPBOUT13 In the general government sector

XP1314 Social security pension schemes

XPTOT Total pension schemes

XPTOTNRH of which: non-resident households
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Rows

(a) Opening balance sheet

XAF63LS Pension entitlements

(b) Transactions

XD61p Special contributions relating to pension schemes

XD6111 Employer actual social contributions

XD6121 Employer imputed social contributions

XD6131 Household actual social contributions

XD6141 Household social contribution supplements

XD619 Other (actuarial) accumulation of pension entitlements in social security funds

XD62p Pension benefits

XD8 Adjustment for the change in pension entitlements

XD81 Change in pension entitlements due to transfers of entitlements

XD82 Change in entitlements due to negotiated changes in scheme structure

(c) Other economic flows

XK7 Revaluations

XK5 Other changes in volume

(d) Closing balance sheet

XAF63LE Pension entitlements

(e) Related indicators

XP1 Output

XAFN Assets held by pension schemes at end-year

Consumer durables

Consumer durables are coded using X as a prefix plus 
DHHCE (durable household consumption expenditure) 

plus a one-digit affix for subgroups and two digits for 
the items. The corresponding Coicop numbers are also 
provided.

Coicop SNA codes

XDHHCE1 Furniture and household appliances

05.1.1 XDHHCE11 Furniture and furnishings

05.1.2 XDHHCE12 Carpets and other floor coverings

05.3.1 XDHHCE13 Major household appliances whether electric or not

05.5.1 XDHHCE14 Major tools and equipment for house and garden

XDHHCE2 Personal transport equipment

07.1.1 XDHHCE21 Motor cars

07.1.2 XDHHCE22 Motor cycles
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07.1.3 XDHHCE23 Bicycles

07.1.4 XDHHCE24 Animal drawn vehicles

XDHHCE3 Recreational and entertainment goods

08.2.0 XDHHCE31 Telephone and telefax equipment

09.1.1 XDHHCE32 Equipment for the reception, recording and reproduction of sound and 
pictures

09.1.2 XDHHCE33 Photographic and cinematographic equipment and optical instruments

09.1.3 XDHHCE34 Information processing equipment

09.2.1 XDHHCE35 Major durables for outdoor recreation

09.2.2 XDHHCE36 Musical instruments and major durables for indoor recreation

XDHHCE4 Other durable goods

12.3.1 XDHHCE41 Jewellery, clocks and watches

06.1.3 XDHHCE42 Therapeutic medical appliances and equipment

Foreign direct investment

Supplementary items for foreign direct investment (FDI) 
can be coded with X as prefix plus the F or AF code plus a 
FDI suffix, for example:

XF42FDI for foreign direct investment transaction in long-term loans

Contingent positions

Supplementary codes for contingent positions are coded 
with X as prefix plus the AF code plus a CP suffix, for 
example:

XAF11CP when the pledge of monetised gold may affects its usability as reserve asset

Currency and deposits

Supplementary items for the classification of national and 
foreign denominated currency and deposits are coded with 

X as prefix plus the F or AF code plus a suffix NC indicat-
ing currency and deposits in national currency or an affix 
FC with and international currency code indicating cur-
rency and deposits in foreign currency, for example:

For transactions

XF21NC local currency notes and coins

XF22FC deposits in foreign currency

For stocks

XAF21NC local currency notes and coins

XAF22FC deposits in foreign currency
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Classification of debt securities according 
to outstanding maturity

It is suggested to classify debt securities according to out-
standing maturity. This can be achieved by using an X 

prefix plus the AF code plus a suffix indicating a maturity 
date, for example:

XAF32Y20 for debt securities maturing in 2020

Listed and unlisted debt securities

Supplementary items on debt securities are coded with X 
as prefix plus the F or AF code plus a 1 for listed and 2 for 
unlisted, for example:

For transactions

XF321 for transactions in listed long-term debt securities

XF322 for transactions in unlisted long-term debt securities

For stocks

XAF321 for stocks of listed long-term debt securities

XAF322 for stocks of unlisted long-term debt securities

Long-term loans with outstanding maturity 
of less than one year and long-term loans 
secured by mortgage

Long-term loans with outstanding maturity of less than 
one year and long-term loans secured by mortgage are 

coded with X as prefix plus the F or AF code plus an affix 
L1 indicating outstanding maturity of less than one year 
and a suffix LM indicating loans secured by mortgage, for 
example:

For transactions

XF42L1 for long-term loans with outstanding maturity of less than one year

XF42LM for long-term loans secured by mortgage

For stocks

XAF42L1 for long-term loans with outstanding maturity of less than one year

XAF42LM for long-term loans secured by mortgage

Listed and unlisted investment shares

Listed and unlisted investment fund shares are coded with 
X as prefix plus the F or AF code plus 1 for listed and 2 for 
unlisted, for example:

For transactions

XF5221 for transactions in listed non-MMF investment fund shares

XF5222 for transactions in unlisted non-MMF investment fund shares
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For stocks

XAF5221 for stocks of listed non-MMF investment fund shares

XAF5222 for stocks of unlisted non-MMF investment fund shares

Arrears in interest and repayments

Arrears in interest and repayments are coded with X as 
prefix plus the AF code plus an IA affix for interest arrears 
and PA affix for repayment arrears, for example:

XAF42IA for interest arrears on long-term loans; and

XAF42PA for repayment arrears on long-term loans.

Personal and total remittances

Personal remittances and total remittances between resi-
dent and non-resident households are coded with X as 

prefix plus the current transfer code plus a suffix PR for 
personal remittances and TR for total remittances, as 
follows:

XD5452PR for personal remittances between resident and non-resident households

XD5452TR for total remittances between resident and non-resident households

Regrouping and coding of industries 
(A) and products (P)

The classifications of activities and products to be used are 
NACE Rev. 2 and CPA 2008. The corresponding aggre-
gations for the ESA Transmission Programme are: A*3, 

A*10, A*21, A*38 and A*64 for economic activities and 
P*3, P*10, P*21, P*38 and P*64 for products. While not 
used in the ESA Transmission Programme, the levels 
A*88 (NACE Rev.2) and P*88 (CPA) are also presented 
in this Chapter.

In the following, the new aggregations are presented.

A*3

Seq. No NACE Rev. 2 sections Description

1 A Agriculture, forestry and fishing

2 B, C, D, E and F
Mining and quarrying; manufacturing; electricity, gas, steam and air 
conditioning supply; water supply; sewerage, waste management and 
remediation activities, construction

3 G, H, I, J, K, L, M, N, O, P, Q, 
R, S, T and U Services
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A*10

Seq. No NACE Rev. 2 sections Description

1 A Agriculture, forestry and fishing

2 B, C, D and E
Mining and quarrying; manufacturing; electricity, gas, steam and air 
conditioning supply; water supply; sewerage, waste management and 
remediation activities

2a C of which: manufacturing

3 F Construction

4 G, H and I Wholesale and retail trade; repair of motor vehicles and motorcycles; 
transportation and storage; accommodation and food service activities

5 J Information and communication

6 K Financial and insurance activities

7 L Real estate activities

8 M and N Professional, scientific and technical activities; administrative and support 
service activities

9 O, P, and Q Public administration and defence; compulsory social security; education; 
human health and social work activities

10 R, S, T and U

Arts, entertainment and recreation; other service activities; activities of 
households as employers; undifferentiated goods- and services-producing 
activities of households for own use; activities of extraterritorial organisations 
and bodies

A*21

Seq. No NACE Rev. 2 section NACE Rev. 2 division Description

1 A 01-03 Agriculture, forestry and fishing

2 B 05-09 Mining and quarrying

3 C 10-33 Manufacturing

4 D 35 Electricity, gas, steam and air conditioning supply

5 E 36-39 Water supply; sewerage, waste management and 
remediation activities

6 F 41-43 Construction

7 G 45-47 Wholesale and retail trade; repair of motor 
vehicles and motorcycles

8 H 49-53 Transportation and storage

9 I 55-56 Accommodation and food service activities

10 J 58-63 Information and communication

11 K 64-66 Financial and insurance activities

12 L 68 Real estate activities

13 M 69-75 Professional, scientific and technical activities

14 N 77-82 Administrative and support service activities

15 O 84 Public administration and defence; compulsory 
social security

16 P 85 Education

17 Q 86-88 Human health and social work activities

18 R 90-93 Arts, entertainment and recreation
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Seq. No NACE Rev. 2 section NACE Rev. 2 division Description

19 S 94-96 Other service activities

20 T 97-98
Activities of households as employers; 
undifferentiated goods- and services-producing 
activities of households for own use

21 U 99 Activities of extraterritorial organisations and 
bodies

A*38

Seq. No NACE Rev. 2 divisions Description

1 01-03 Agriculture, forestry and fishing

2 05-09 Mining and quarrying

3 10-12 Manufacture of food products, beverages and tobacco products

4 13-15 Manufacture of textiles, wearing apparel and leather products

5 16-18 Manufacture of wood and paper products, and printing

6 19 Manufacture of coke and refined petroleum products

7 20 Manufacture of chemicals and chemical products

8 21 Manufacture of basic pharmaceutical products and pharmaceutical 
preparations

9 22-23 Manufacture of rubber and plastics products, and other non-metallic mineral 
products

10 24-25 Manufacture of basic metals and fabricated metal products, except 
machinery and equipment

11 26 Manufacture of computer, electronic and optical products

12 27 Manufacture of electrical equipment

13 28 Manufacture of machinery and equipment n.e.c.

14 29-30 Manufacture of transport equipment

15 31-33 Manufacture of furniture; other manufacturing; repair and installation of 
machinery and equipment

16 35 Electricity, gas, steam and air conditioning supply

17 36-39 Water supply; sewerage, waste management and remediation activities

18 41-43 Construction

19 45-47 Wholesale and retail trade, repair of motor vehicles and motorcycles

20 49-53 Transportation and storage

21 55-56 Accommodation and food service activities

22 58-60 Publishing, audiovisual and broadcasting activities

23 61 Telecommunications

24 62-63 Computer programming, consultancy and related activities; information 
service activities

25 64-66 Financial and insurance activities

26 68 Real estate activities

26a of which: imputed rents of owner-occupied dwellings

27 69-71
Legal and accounting activities; activities of head offices; management 
consultancy activities; architecture and engineering activities; technical 
testing and analysis
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Seq. No NACE Rev. 2 divisions Description

28 72 Scientific research and development

29 73-75 Advertising and market research; other professional, scientific and technical 
activities; veterinary activities

30 77-82 Administrative and support service activities

31 84 Public administration and defence; compulsory social security

32 85 Education

33 86 Human health activities

34 87-88 Social work activities

35 90-93 Arts, entertainment and recreation

36 94-96 Other service activities

37 97-98 Activities of households as employers of domestic personnel and 
undifferentiated goods and services production of households for own use

38 99 Activities of extra-territorial organisations and bodies

A*64

Seq. No NACE Rev. 2 divisions Description

1 01 Crop and animal production, hunting and related service activities

2 02 Forestry and logging

3 03 Fishing and aquaculture

4 05-09 Mining and quarrying

5 10-12 Manufacture of food products, beverages and tobacco products

6 13-15 Manufacture of textiles, wearing apparel and leather products

7 16 Manufacture of wood and of products of wood and cork, except furniture; 
manufacture of articles of straw and plaiting materials

8 17 Manufacture of paper and paper products

9 18 Printing and reproduction of recorded media

10 19 Manufacture of coke and refined petroleum products

11 20 Manufacture of chemicals and chemical products

12 21 Manufacture of basic pharmaceutical products and pharmaceutical 
preparations

13 22 Manufacture of rubber and plastics products

14 23 Manufacture of other non-metallic mineral products

15 24 Manufacture of basic metals

16 25 Manufacture of fabricated metal products, except machinery and equipment

17 26 Manufacture of computer, electronic and optical products

18 27 Manufacture of electrical equipment

19 28 Manufacture of machinery and equipment n.e.c.

20 29 Manufacture of motor vehicles, trailers and semi-trailers

21 30 Manufacture of other transport equipment

22 31-32 Manufacture of furniture; other manufacturing

23 33 Repair and installation of machinery and equipment

24 35 Electricity, gas, steam and air conditioning supply
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25 36 Water collection, treatment and supply

26 37-39 Sewerage; waste collection, treatment and disposal activities; materials 
recovery; remediation activities and other waste management services

27 41-43 Construction

28 45 Wholesale and retail trade and repair of motor vehicles and motorcycles

29 46 Wholesale trade, except of motor vehicles and motorcycles

30 47 Retail trade, except of motor vehicles and motorcycles

31 49 Land transport and transport via pipelines

32 50 Water transport

33 51 Air transport

34 52 Warehousing and support activities for transportation

35 53 Postal and courier activities

36 55-56 Accommodation; food and beverage service activities

37 58 Publishing activities

38 59-60
Motion picture, video and television programme production, sound 
recording and music publishing activities; programming and broadcasting 
activities

39 61 Telecommunications

40 62-63 Computer programming, consultancy and related activities; information 
service activities

41 64 Financial service activities, except insurance and pension funding

42 65 Insurance, reinsurance and pension funding, except compulsory social 
security

43 66 Activities auxiliary to financial services and insurance activities

44 68 Real estate activities

44a of which: imputed rents of owner-occupied dwellings

45 69-70 Legal and accounting activities; activities of head offices; management 
consultancy activities

46 71 Architecture and engineering activities; technical testing and analysis

47 72 Scientific research and development

48 73 Advertising and market research

49 74-75 Other professional, scientific and technical activities; veterinary activities

50 77 Rental and leasing activities

51 78 Employment activities

52 79 Travel agency, tour operator reservation service and related activities

53 80-82 Security and investigation activities; services to buildings and landscape 
activities; office administrative, office support and other business support

54 84 Public administration and defence; compulsory social security

55 85 Education

56 86 Human health activities

57 87-88 Social work activities

58 90-92 Creative, arts and entertainment activities; libraries, archives, museums and 
other cultural activities; gambling and betting activities

59 93 Sports activities and amusement and recreation activities
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60 94 Activities of membership organisations

61 95 Repair of computers and personal and household goods

62 96 Other personal service activities

63 97-98 Activities of households as employers of domestic personnel and 
undifferentiated goods and services production of households for own use

64 99 Activities of extraterritorial organisations and bodies

A*88

Seq. No NACE Rev. 2 divisions Description

1 01 Crop and animal production, hunting and related service activities

2 02 Forestry and logging

3 03 Fishing and aquaculture

4 05 Mining of coal and lignite

5 06 Extraction of crude petroleum and natural gas

6 07 Mining of metal ores

7 08 Other mining and quarrying

8 09 Mining support service activities

9 10 Manufacture of food products

10 11 Manufacture of beverages

11 12 Manufacture of tobacco products

12 13 Manufacture of textiles

13 14 Manufacture of wearing apparel

14 15 Manufacture of leather and related products

15 16 Manufacture of wood and of products of wood and cork, except furniture; 
manufacture of articles of straw and plaiting materials

16 17 Manufacture of paper and paper products

17 18 Printing and reproduction of recorded media

18 19 Manufacture of coke and refined petroleum products

19 20 Manufacture of chemicals and chemical products

20 21 Manufacture of basic pharmaceutical products and pharmaceutical 
preparations

21 22 Manufacture of rubber and plastic products

22 23 Manufacture of other non-metallic mineral products

23 24 Manufacture of basic metals

24 25 Manufacture of fabricated metal products, except machinery and equipment

25 26 Manufacture of computer, electronic and optical products

26 27 Manufacture of electrical equipment

27 28 Manufacture of machinery and equipment n.e.c.

28 29 Manufacture of motor vehicles, trailers and semi-trailers

29 30 Manufacture of other transport equipment

30 31 Manufacture of furniture

31 32 Other manufacturing
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32 33 Repair and installation of machinery and equipment

33 35 Electricity, gas, steam and air conditioning supply

34 36 Water collection, treatment and supply

35 37 Sewerage

36 38 Waste collection, treatment and disposal activities; materials recovery

37 39 Remediation activities and other waste management services

38 41 Construction of buildings

39 42 Civil engineering

40 43 Specialised construction activities

41 45 Wholesale and retail trade and repair of motor vehicles and motorcycles

42 46 Wholesale trade, except of motor vehicles and motorcycles

43 47 Retail trade, except of motor vehicles and motorcycles

44 49 Land transport and transport via pipelines

45 50 Water transport

46 51 Air transport

47 52 Warehousing and support activities for transportation

48 53 Postal and courier activities

49 55 Accommodation

50 56 Food and beverage service activities

51 58 Publishing activities

52 59 Motion picture, video and television programme production, sound 
recording and music publishing activities

53 60 Programming and broadcasting activities

54 61 Telecommunications

55 62 Computer programming, consultancy and related activities

56 63 Information service activities

57 64 Financial service activities, except insurance and pension funding

58 65 Insurance, reinsurance and pension funding, except compulsory social 
security

59 66 Activities auxiliary to financial services and insurance activities

60 68 Real estate activities

60a of which: imputed rents of owner-occupied dwellings

61 69 Legal and accounting activities

62 70 Activities of head offices; management consultancy activities

63 71 Architectural and engineering activities; technical testing and analysis

64 72 Scientific research and development

65 73 Advertising and market research

66 74 Other professional, scientific and technical activities

67 75 Veterinary activities

68 77 Rental and leasing activities

69 78 Employment activities

70 79 Travel agency, tour operator reservation service and related activities
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71 80 Security and investigation activities

72 81 Services to buildings and landscape activities

73 82 Office administrative, office support and other business support activities

74 84 Public administration and defence; compulsory social security

75 85 Education

76 86 Human health activities

77 87 Residential care activities

78 88 Social work activities without accommodation

79 90 Creative, arts and entertainment activities

80 91 Libraries, archives, museums and other cultural activities

81 92 Gambling and betting activities

82 93 Sports activities and amusement and recreation activities

83 94 Activities of membership organisations

84 95 Repair of computers and personal and household goods

85 96 Other personal service activities

86 97 Activities of households as employers of domestic personnel

87 98 Undifferentiated goods- and services-producing activities of private 
households for own use

88 99 Activities of extraterritorial organisations and bodies

P*3

Seq. No CPA 2008 sections Description

1 A Products of agriculture, forestry and fishing

2 B, C, D, E and F Mining and quarrying; manufactured products; electricity, gas, water and 
waste management; constructions and construction work

3 G, H, I, J, K, L, M, N, O, P, Q, 
R, S, T and U Services

P*10

Seq. No CPA 2008 sections Description

1 A Products of agriculture, forestry and fishing

2 B, C, D and E Mining and quarrying; manufactured products; electricity, gas, water and 
waste management

2a C of which: manufactured products

3 F Constructions and construction work

4 G, H and I
Wholesale and retail trade services; repair of motor vehicles and motorcycles 
services; transportation and storage services; accommodation and food 
services

5 J Information and communication services

6 K Financial and insurance services

7 L Real estate services

8 M and N Professional, scientific and technical services; administrative and support 
service services
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9 O, P, and Q Public administration and defence services; compulsory social security 
services; education; human health and social work services

10 R, S, T and U Arts, entertainment and recreation services, repair of household goods and 
other services

P*21

Seq. No CPA 2008 section CPA 2008 division Description

1 A 01-03 Products of agriculture, forestry and fishing

2 B 05-09 Mining and quarrying

3 C 10-33 Manufactured products

4 D 35 Electricity, gas, steam and air conditioning

5 E 36-39 Water supply; sewerage, waste management and 
remediation services

6 F 41-43 Constructions and construction works

7 G 45-47 Wholesale and retail trade services; repair 
services of motor vehicles and motorcycles

8 H 49-53 Transportation and storage services

9 I 55-56 Accommodation and food services

10 J 58-63 Information and communication services

11 K 64-66 Financial and insurance services

12 L 68 Real estate services

13 M 69-75 Professional, scientific and technical services

14 N 77-82 Administrative and support services

15 O 84 Public administration and defence services; 
compulsory social security services

16 P 85 Education services

17 Q 86-88 Human health and social work services

18 R 90-93 Arts, entertainment and recreation services

19 S 94-96 Other services

20 T 97-98
Services of households as employers; 
undifferentiated goods and services produced 
by households for own use

21 U 99 Services provided by extraterritorial organisations 
and bodies

P*38

Seq. No CPA 2008 divisions Description

1 01-03 Products of agriculture, forestry and fishing

2 05-09 Mining and quarrying

3 10-12 Food products, beverages and tobacco products

4 13-15 Textiles, wearing apparel and leather products

5 16-18 Wood and paper products, and printing services

6 19 Coke and refined petroleum products
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7 20 Chemicals and chemical products

8 21 Basic pharmaceutical products and pharmaceutical preparations

9 22-23 Rubber and plastics products, and other non-metallic mineral products

10 24-25 Basic metals and fabricated metal products, except machinery and 
equipment

11 26 Computer, electronic and optical products

12 27 Electrical equipment

13 28 Machinery and equipment n.e.c.

14 29-30 Transport equipment

15 31-33 Furniture; other manufactured goods; repair and installation services of 
machinery and equipment

16 35 Electricity, gas, steam and air conditioning

17 36-39 Water supply; sewerage, waste management and remediation services

18 41-43 Constructions and construction works

19 45-47 Wholesale and retail trade services; repair services of motor vehicles and 
motorcycles

20 49-53 Transportation and storage services

21 55-56 Accommodation and food services

22 58-60 Publishing, audiovisual and broadcasting services

23 61 Telecommunications services

24 62-63 Computer programming, consultancy and related services; information 
services

25 64-66 Financial and insurance services

26 68 Real estate services

26a of which: imputed rents of owner-occupied dwellings

27 69-71
Legal and accounting services; services of head offices; management 
consultancy services; architectural and engineering services; technical testing 
and analysis services

28 72 Scientific research and development services

29 73-75 Advertising and market research services; other professional, scientific and 
technical services; veterinary services

30 77-82 Administrative and support services

31 84 Public administration and defence services; compulsory social security 
services

32 85 Education services

33 86 Human health services

34 87-88 Social work services

35 90-93 Arts, entertainment and recreation services

36 94-96 Other services

37 97-98 Services of households as employers; undifferentiated goods and services 
produced by households for own use

38 99 Services provided by extraterritorial organisations and bodies
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P*64

Seq. No CPA 2008 divisions Description

1 01 Products of agriculture, hunting and related services

2 02 Products of forestry, logging and related services

3 03 Fish and other fishing products; aquaculture products; support services to 
fishing

4 05-09 Mining and quarrying

5 10-12 Food products; beverages; tobacco products

6 13-15 Textiles; wearing apparel; leather and related products

7 16 Wood and products of wood and cork, except furniture; articles of straw and 
plaiting materials

8 17 Paper and paper products

9 18 Printing and recording services

10 19 Coke and refined petroleum products

11 20 Chemicals and chemical products

12 21 Basic pharmaceutical products and pharmaceutical preparations

13 22 Rubber and plastics products

14 23 Other non-metallic mineral products

15 24 Basic metals

16 25 Fabricated metal products, except machinery and equipment

17 26 Computer, electronic and optical products

18 27 Electrical equipment

19 28 Machinery and equipment n.e.c.

20 29 Motor vehicles, trailers and semi-trailers

21 30 Other transport equipment

22 31-32 Furniture; other manufactured goods

23 33 Repair and installation services of machinery and equipment

24 35 Electricity, gas, steam and air conditioning

25 36 Natural water; water treatment and supply services

26 37-39
Sewerage services; sewage sludge; waste collection, treatment and 
disposal services; materials recovery; remediation services and other waste 
management services

27 41-43 Constructions and construction works

28 45 Wholesale and retail trade and repair services of motor vehicles and 
motorcycles

29 46 Wholesale trade services, except of motor vehicles and motorcycles

30 47 Retail trade services, except of motor vehicles and motorcycles

31 49 Land transport services and transport services via pipelines

32 50 Water transport services

33 51 Air transport services

34 52 Warehousing and support services for transportation

35 53 Postal and courier services

36 55-56 Accommodation and food services
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37 58 Publishing services

38 59-60 Motion picture, video and television programme production services, sound 
recording and music publishing; programming and broadcasting services

39 61 Telecommunications services

40 62-63 Computer programming, consultancy and related services; information 
services

41 64 Financial services, except insurance and pension funding

42 65 Insurance, reinsurance and pension funding services, except compulsory 
social security

43 66 Services auxiliary to financial services and insurance services

44 68 Real estate services

44a of which: imputed rents of owner-occupied dwellings

45 69-70 Legal and accounting services; services of head offices; management 
consulting services

46 71 Architecture and engineering services; technical testing and analysis services

47 72 Scientific research and development services

48 73 Advertising and market research services

49 74-75 Other professional, scientific and technical services; veterinary services

50 77 Rental and leasing services

51 78 Employment services

52 79 Travel agency, tour operator and other reservation services and related 
services

53 80-82 Security and investigation services; services to buildings and landscape; 
office administrative, office support and other business support services

54 84 Public administration and defence services; compulsory social security 
services

55 85 Education services

56 86 Human health services

57 87-88 Residential care services; social work services without accommodation

58 90-92 Creative, arts and entertainment services; library, archive, museum and other 
cultural services; gambling and betting services

59 93 Sporting services and amusement and recreation services

60 94 Services furnished by membership organisations

61 95 Repair services of computers and personal and household goods

62 96 Other personal services

63 97-98
Services of households as employers of domestic personnel and 
undifferentiated goods and services produced by private households for 
own use

64 99 Services provided by extraterritorial organisations and bodies

P*88

Seq. No CPA 2008 divisions Description

1 01 Products of agriculture, hunting and related services

2 02 Products of forestry, logging and related services
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3 03 Fish and other fishing products; aquaculture products; support services to 
fishing

4 05 Coal and lignite

5 06 Crude petroleum and natural gas

6 07 Metal ores

7 08 Other mining and quarrying products

8 09 Mining support services

9 10 Food products

10 11 Beverages

11 12 Tobacco products

12 13 Textiles

13 14 Wearing apparel

14 15 Leather and related products

15 16 Wood and products of wood and cork, except furniture; articles of straw and 
plaiting materials

16 17 Paper and paper products

17 18 Printing and recording services

18 19 Coke and refined petroleum products

19 20 Chemicals and chemical products

20 21 Basic pharmaceutical products and pharmaceutical preparations

21 22 Rubber and plastics products

22 23 Other non-metallic mineral products

23 24 Basic metals

24 25 Fabricated metal products, except machinery and equipment

25 26 Computer, electronic and optical products

26 27 Electrical equipment

27 28 Machinery and equipment n.e.c.

28 29 Motor vehicles, trailers and semi-trailers

29 30 Other transport equipment

30 31 Furniture

31 32 Other manufactured goods

32 33 Repair and installation services of machinery and equipment

33 35 Electricity, gas, steam and air conditioning

34 36 Natural water; water treatment and supply services

35 37 Sewerage services; sewage sludge

36 38 Waste collection, treatment and disposal services; materials recovery services

37 39 Remediation services and other waste management services

38 41 Buildings and building construction works

39 42 Constructions and construction works for civil engineering

40 43 Specialised construction works

41 45 Wholesale and retail trade and repair services of motor vehicles and 
motorcycles
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42 46 Wholesale trade services, except of motor vehicles and motorcycles

43 47 Retail trade services, except of motor vehicles and motorcycles

44 49 Land transport services and transport services via pipelines

45 50 Water transport services

46 51 Air transport services

47 52 Warehousing and support services for transportation

48 53 Postal and courier services

49 55 Accommodation services

50 56 Food and beverage serving services

51 58 Publishing services

52 59 Motion picture, video and television programme production services, sound 
recording and music publishing

53 60 Programming and broadcasting services

54 61 Telecommunications services

55 62 Computer programming, consultancy and related services

56 63 Information services

57 64 Financial services, except insurance and pension funding

58 65 Insurance, reinsurance and pension funding services, except compulsory 
social security

59 66 Services auxiliary to financial services and insurance services

60 68 Real estate services

60a of which: imputed rents of owner-occupied dwellings

61 69 Legal and accounting services

62 70 Services of head offices; management consulting services

63 71 Architectural and engineering services; technical testing and analysis services

64 72 Scientific research and development services

65 73 Advertising and market research services

66 74 Other professional, scientific and technical services

67 75 Veterinary services

68 77 Rental and leasing services

69 78 Employment services

70 79 Travel agency, tour operator and other reservation services and related 
services

71 80 Security and investigation services

72 81 Services to buildings and landscape

73 82 Office administrative, office support and other business support services

74 84 Public administration and defence services; compulsory social security 
services

75 85 Education services

76 86 Human health services

77 87 Residential care services

78 88 Social work services without accommodation
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79 90 Creative, arts and entertainment services

80 91 Library, archive, museum and other cultural services

81 92 Gambling and betting services

82 93 Sporting services and amusement and recreation services

83 94 Services furnished by membership organisations

84 95 Repair services of computers and personal and household goods

85 96 Other personal services

86 97 Services of households as employers of domestic personnel

87 98 Undifferentiated goods and services produced by private households for 
own use

88 99 Services provided by extraterritorial organisations and bodies

Classification of the functions of the 
government (COFOG)

01 General public services

01.1 Executive and legislative organs, financial and fiscal affairs, external affairs

01.2 Foreign economic aid

01.3 General services

01.4 Basic research

01.5 R&D general public services

01.6 General public services n.e.c.

01.7 Public debt transactions

01.8 Transfers of a general character between different levels of government

02 Defence

02.1 Military defence

02.2 Civil defence

02.3 Foreign military aid

02.4 R&D defence

02.5 Defence n.e.c.

03 Public order and safety

03.1 Police services

03.2 Fire-protection services

03.3 Law courts

03.4 Prisons

03.5 R&D public order and safety

03.6 Public order and safety n.e.c.

04 Economic affairs

04.1 General economic, commercial and labour affairs
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04.2 Agriculture, forestry, fishing and hunting

04.3 Fuel and energy

04.4 Mining, manufacturing and construction

04.5 Transport

04.6 Communication

04.7 Other industries

04.8 R&D economic affairs

04.9 Economic affairs n.e.c.

05 Environmental protection

05.1 Waste management

05.2 Waste water management

05.3 Pollution abatement

05.4 Protection of biodiversity and landscape

05.5 R&D environmental protection

05.6 Environmental protection n.e.c.

06 Housing and community amenities

06.1 Housing development

06.2 Community development

06.3 Water supply

06.4 Street lighting

06.5 R&D housing and community amenities

06.6 Housing and community amenities n.e.c.

07 Health

07.1 Medical products, appliances and equipment

07.2 Outpatient services

07.3 Hospital services

07.4 Public health services

07.5 R&D health

07.6 Health n.e.c.

08 Recreation, culture and religion

08.1 Recreational and sporting services

08.2 Cultural services

08.3 Broadcasting and publishing services

08.4 Religious and other community services

08.5 R&D recreation, culture and religion

08.6 Recreation, culture and religion n.e.c.

09 Education

09.1 Pre-primary and primary education

09.2 Secondary education

09.3 Post-secondary non-tertiary education

09.4 Tertiary education

09.5 Education not definable by level
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09.6 Subsidiary services to education

09.7 R&D education

09.8 Education n.e.c.

10 Social protection

10.1 Sickness and disability

10.2 Old age

10.3 Survivors

10.4 Family and children

10.5 Unemployment

10.6 Housing

10.7 Social exclusion n.e.c.

10.8 R&D social protection

10.9 Social protection n.e.c.

Classification of individual 
consumption by purpose (Coicop)

01-12 Individual consumption expenditure of households

01 Food and non-alcoholic beverages

01.1 Food

01.2 Non-alcoholic beverages

02 Alcoholic beverages, tobacco and narcotics

02.1 Alcoholic beverages

02.2 Tobacco

02.3 Narcotics

03 Clothing and footwear

03.1 Clothing

03.2 Footwear

04 Housing, water, electricity, gas and other fuels

04.1 Actual rentals for housing

04.2 Imputed rentals for housing

04.3 Maintenance and repair of the dwelling

04.4 Water supply and miscellaneous services relating to the dwelling

04.5 Electricity, gas and other fuels

05 Furnishings, household equipment and routine household maintenance

05.1 Furniture and furnishings, carpets and other floor coverings

05.2 Household textiles

05.3 Household appliances

05.4 Glassware, tableware and household utensils

05.5 Tools and equipment for house and garden
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05.6 Goods and services for routine household maintenance

06 Health

06.1 Medical products, appliances and equipment

06.2 Outpatient services

06.3 Hospital services

07 Transport

07.1 Purchase of vehicles

07.2 Operation of personal transport equipment

07.3 Transport services

08 Communication

08.1 Postal services

08.2 Telephone and telefax equipment

08.3 Telephone and telefax services

09 Recreation and culture

09.1 Audio-visual, photographic and information processing equipment

09.2 Other major durables for recreation and culture

09.3 Other recreational items and equipment, gardens and pets

09.4 Recreational and cultural services

09.5 Newspapers, books and stationery

09.6 Package holidays

10 Education

10.1 Pre-primary and primary education

10.2 Secondary education

10.3 Post-secondary non-tertiary education

10.4 Tertiary education

10.5 Education not definable by level

11 Restaurants and hotels

11.1 Catering services

11.2 Accommodation services

12 Miscellaneous goods and services

12.1 Personal care

12.2 Prostitution

12.3 Personal effects n.e.c.

12.4 Social protection

12.5 Insurance

12.6 Financial services n.e.c.

12.7 Other services n.e.c.

13 Individual consumption expenditure of non-profit institutions serving households (NPISHs)

13.1 Housing

13.2 Health

13.3 Recreation and culture
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13.4 Education

13.5 Social protection

13.6 Other services

14 Individual consumption expenditure of general government

14.1 Housing

14.2 Health

14.3 Recreation and culture

14.4 Education

14.5 Social protection

Classification of the purposes of non-
profit institutions serving households 
(COPNI)

01 Housing

02. Health

02.1 Medical products, appliances and equipment

02.2 Outpatient services

02.3 Hospital services

02.4 Public health services

02.5 R&D health

02.6 Other health services

03 Recreation and culture

03.1 Recreational and sporting services

03.2 Cultural services

04 Education

04.1 Pre-primary and primary education

04.2 Secondary education

04.3 Post-secondary non-tertiary education

04.4 Tertiary education

04.5 Education not definable by level

04.6 R&D education

04.7 Other educational services

05 Social protection

05.1 Social protection services

05.2 R&D social protection

06 Religion

07 Political parties, labour and professional organisations

07.1 Services of political parties

07.2 Services of labour organisations
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07.3 Services of professional organisations

08 Environmental protection

08.1 Environmental protection services

08.2 R&D environmental protection

09 Services n.e.c.

09.1 Services n.e.c. (excluding R&D)

09.2 R&D services n.e.c.

Classification of outlays of producers by 
purpose (COPP)

01 Outlays on infrastructure

01.1 Outlays on road and land construction and improvement

01.2 Outlays on engineering and related technological work

01.3 Outlays on information management

02 Outlays on research and development

02.1 Outlays on research and experimental development on natural sciences and engineering

02.2 Outlays on research and experimental development on social sciences and humanities

03 Outlays on environmental protection

03.1 Outlays on protection of ambient air and climate

03.2 Outlays on waste water management

03.3 Outlays on waste management

03.4 Outlays on protection of soil and groundwater

03.5 Outlays on noise and vibration abatement

03.6 Outlays on protection of biodiversity and landscape

03.7 Outlays on environmental protection n.e.c.

04 Outlays on marketing

04.1 Outlays on direct sales effects

04.2 Outlays on advertising

04.3 Outlays on marketing n.e.c.

05 Outlays on human resource development

05.1 Outlays on education and training

05.2 Outlays on health

05.3 Outlays on social services

06 Outlays on current production programmes, administration and management

06.1 Outlays on current production programmes

06.2 Outlays on external transportation

06.3 Outlays on safety and security

06.4 Outlays on management and administration
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CHAPTER 24

The accounts
Table 24.1 — Account 0: Goods and services account

Resources Uses

P.1 Output 3 604 P.2 Intermediate consumption 1 883

P.11 Market output 3 077 P.3 Final consumption expenditure 1 399

P.12 Output for own final use 147 P.31 Individual consumption 
expenditure 1 230

P.13 Non-market output 380 P.32 Collective consumption 
expenditure 169

D.21 Taxes on products 141 P.5g Gross capital formation 414

P.511 Acquisitions less disposals of fixed 
assets 359

D.31 Subsidies on products –8 P.5111 Acquisitions of new fixed assets 358

P.5112 Acquisitions of existing fixed 
assets 9

P.7 Imports of goods and services 499 P.5113 Disposals of existing fixed assets –8

P.71 Imports of goods 392 P.512 Costs of ownership transfer on 
non-produced assets 17

P.72 Imports of services 107

P.52 Changes in inventories 28

P.53 Acquisitions less disposals of 
valuables 10

P.6 Exports of goods and services 540

P.61 Exports of goods 462

P.62 Exports of services 78
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Table 24.2 — Full sequence of accounts for the total economy

I: Production account

Uses Resources

P.2 Intermediate consumption 1 883 P.1 Output 3 604

P.11 Market output 3 077

P.12 Output for own final use 147

P.13 Non-market output 380

D.21 – D.31 Taxes less subsidies on products 133

B.1*g Gross domestic product 1 854

P.51c Consumption of fixed capital 222

B.1*n Net domestic product 1 632

II: Distribution and use of income accounts
II.1: Primary distribution of income account
II.1.1: Generation of income account

Uses Resources

D.1 Compensation of employees 1 150 B.1*g Gross domestic product 1 854

D.11 Wages and salaries 950 B.1*n Net domestic product 1 632

D.12 Employers’ social contributions 200

D.121 Employers’ actual social 
contributions 181

D.1211 Employers’ actual pension 
contributions 168

D.1212 Employers’ actual non-pension 
contributions 13

D.122 Employers’ imputed social 
contributions 19

D.1221 Employers’ imputed pension 
contributions 18

D.1222 Employers’ imputed non-pension 
contributions 1

D.2 Taxes on production and imports 235

D.21 Taxes on products 141

D.211 Value added type taxes (VAT) 121

D.212 Taxes and duties on imports 
excluding VAT 17

D.2121 Import duties 17

D.2122 Taxes on imports excluding VAT 
and duties 0

D.214 Taxes on products except VAT and 
import taxes 3

D.29 Other taxes on production 94

D.3 Subsidies –44

D.31 Subsidies on products –8

D.311 Import subsidies 0
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Uses Resources

D.319 Other subsidies on products –8

D.39 Other subsidies on production –36

B.2g Operating surplus, gross 452

B.3g Mixed income, gross 61

P.51c1 Consumption of fixed capital on 
gross operating surplus 214

P.51c2 Consumption of fixed capital on 
gross mixed income 8

B.2n Operating surplus, net 238

B.3n Mixed income, net 53

II.1.2: Allocation of primary income account

Uses Resources

D.4 Property income 391 B.2g Operating surplus. gross 452

D.41 Interest 217 B.3g Mixed income, gross 61

D.42 Distributed income of 
corporations 62 B.2n Operating surplus, net 238

D.421 Dividends 54 B.3n Mixed income, net 53

D.422 Withdrawals from income of 
quasi-corporations 8

D.43 Reinvested earnings on foreign 
direct investment 0 D.1 Compensation of employees 1 154

D.44 Other investment income 47 D.11 Wages and salaries 954

D.441 Investment income attributable 
to insurance D.12 Employers’ social contributions 200

policy holders 25 D.121 Employers’ actual social 
contributions 181

D.442 Investment income payable on 
pension D.1211 Employers’ actual pension 

contributions 168

entitlements 8 D.1212 Employers’ actual non-pension 
contributions 13

D.443 Investment income attributable 
to collective D.122 Employers’ imputed social 

contributions 19

investment fund shareholders 14 D.1221 Employers’ imputed pension 
contributions 18

D.4431 Dividends attributable to 
collective D.1222 Employers’ imputed non-pension 

contributions 1

investment fund shareholders 6

D.4432 Retained earnings attributable to 
collective D.2 Taxes on production and imports 235

investment fund shareholders 8 D.21 Taxes on products 141

D.45 Rent 65 D.211 Value added type taxes (VAT) 121

D.212 Taxes and duties on imports 
excluding VAT 17

D.2121 Import duties 17
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Uses Resources

D.2122 Taxes on imports excluding VAT 
and duties 0

D.214 Taxes on products except VAT and 
import taxes 3

D.29 Other taxes on production 94

D.3 Subsidies –44

D.31 Subsidies on products –8

D.311 Import subsidies 0

D.319 Other subsidies on products –8

D.39 Other subsidies on production –36

D.4 Property income 397

D.41 Interest 209

D.42 Distributed income of 
corporations 62

D.421 Dividends 53

D.422 Withdrawals from income of 
quasi-corporations 9

D.43 Reinvested earnings on foreign 
direct investment 14

D.44 Other investment income 47

D.441 Investment income attributable 
to insurance policy holders 25

D.442 Investment income payable on 
pension entitlements 8

D.443
Investment income attributable 
to collective investment fund 
shareholders

14

D.4431
Dividends attributable to 
collective investment fund 
shareholders

6

D.4432
Retained earnings attributable 
to collective investment fund 
shareholders

8

D.45 Rent 65

B.5*g Gross national income 1 864

B.5*n Net national income 1 642

II.1.2.1: Entrepreneurial income account

Uses Resources

D.4 Property income 240 B.2g Operating surplus, gross 452

D.41 Interest 162 B.3g Mixed income, gross 61

D.44 Other investment income 47 B.2n Operating surplus, net 238

D.441 Investment income attributable 
to insurance policy holders 25 B.3n Mixed income, net 53
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Uses Resources

D.442 Investment income payable on 
pension

entitlements 8 D.4 Property income 245

D.443 Investment income attributable 
to collective D.41 Interest 139

investment fund shareholders 14 D.42 Distributed income of 
corporations 35

D.45 Rent 31 D.421 Dividends 35

D.422 Withdrawals from income of 
quasi-corporations 0

D.43 Reinvested earnings on foreign 
direct investment 11

D.44 Other investment income 16

D.441 Investment income attributable 
to insurance policy holders 5

D.442 Investment income payable on 
pension entitlements 0

D.443
Investment income attributable 
to collective investment fund 
shareholders

11

D.45 Rent 44

B.4g Entrepreneurial income, gross 343

B.4n Entrepreneurial income, net 174

II.1.2.2: Allocation of other primary income account

Uses Resources

D.4 Property income 151 B.4g Entrepreneurial income. gross 343

D.41 Interest 55 B.4n Entrepreneurial income, net 174

D.42 Distributed income of 
corporations 62

D.421 Dividends 54 D.1 Compensation of employees 1 154

D.422 Withdrawals from income of 
quasi-corporations 8 D.11 Wages and salaries 954

D.43 Reinvested earnings on foreign 
direct investment 0 D.12 Employers’ social contributions 200

D.44 Other investment income D.121 Employers’ actual social 
contributions 181

D.441 Investment income attributable 
to insurance D.122 Employers’ imputed social 

contributions 19

policy holders

D.442 Investment income payable on 
pension D.2 Taxes on production and imports 235

entitlements D.21 Taxes on products 141

D.443 Investment income attributable 
to collective D.211 Value added type taxes (VAT) 121

investment fund shareholders D.212 Taxes and duties on imports 
excluding VAT 17
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Uses Resources

D.45 Rent 34 D.2121 Import duties 17

D.2122 Taxes on imports excluding VAT 
and duties 0

D.214 Taxes on products except VAT and 
import taxes 3

D.29 Other taxes on production 94

D.3 Subsidies –44

D.31 Subsidies on products –8

D.311 Import subsidies 0

D.319 Other subsidies on products –8

D.39 Other subsidies on production –36

D.4 Property income 152

D.41 Interest 70

D.42 Distributed income of 
corporations 27

D.421 Dividends 18

D.422 Withdrawals from income of 
quasi-corporations 9

D.43 Reinvested earnings on foreign 
direct investment 3

D.44 Other investment income 31

D.441 Investment income attributable 
to insurance policy holders 20

D.442 Investment income payable on 
pension entitlements 8

D.443
Investment income attributable 
to collective investment fund 
shareholders

3

D.45 Rent 21

B.5*g Gross national income 1 864

B.5*n Net national income 1 642

II.2: Secondary distribution of income account

Uses Resources

Current transfers 1 212 B.5*g Gross national income 1 864

D.5 Current taxes on income, wealth, 
etc. 212 B.5*n Net national income 1 642

D.51 Taxes on income 203

D.59 Other current taxes 9 Current transfers 1 174

D.61 Net social contributions 333 D.5 Current taxes on income, wealth, 
etc. 213

D.611 Employers’ actual social 
contributions 181 D.51 Taxes on income 204

D.6111 Employers’ actual pension 
contributions 168 D.59 Other current taxes 9
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Uses Resources

D.6112 Employers’ actual non-pension 
contributions 13 D.61 Net social contributions 333

D.612 Employers’ imputed social 
contributions 19 D.611 Employers’ actual social 

contributions 181

D.6121 Employers’ imputed pension 
contributions 18 D.6111 Employers’ actual pension 

contributions 168

D.6122 Employers’ imputed non-pension 
contributions 1 D.6112 Employers’ actual non-pension 

contributions 13

D.613 Households’ actual social 
contributions 129 D.612 Employers’ imputed social 

contributions 19

D.6131 Households’ actual pension 
contributions 115 D.6121 Employers’ imputed pension 

contributions 18

D.6132 Households’ actual non-pension 
contributions 14 D.6122 Employers’ imputed non-pension 

contributions 1

D.614 Households’ social contribution 
supplements 10 D.613 Households’ actual social 

contributions 129

D.6141 Households’ pension contribution 
supplements 8 D.6131 Households’ actual pension 

contributions 115

D.6142 Households’ non-pension 
contribution supplements 2 D.6132 Households’ actual non-pension 

contributions 14

D.61SC Social insurance scheme service 
charges –6 D.614 Households’ social contribution 

supplements 10

D.6141 Households’ pension contribution 
supplements 8

D.62 Social benefits other than social 
transfers in kind 384 D.6142 Households’ non-pension 

contribution supplements 2

D.621 Social security benefits in cash 53 D.61SC Social insurance scheme service 
charges 6

D.6211 Social security pension benefits 
in cash 45

D.6212 Social security non-pension 
benefits in cash 8 D.62 Social benefits other than social 

transfers in kind 384

D.622 Other social insurance benefits 279 D.621 Social security benefits in cash 53

D.6221 Other social insurance pension 
benefits 250 D.6211 Social security pension benefits 

in cash 45

D.6222 Other social insurance non-
pension benefits 29 D.6212 Social security non-pension 

benefits in cash 8

D.623 Social assistance benefits in cash 52 D.622 Other social insurance benefits 279

D.6221 Other social insurance pension 
benefits 250

D.7 Other current transfers 283 D.6222 Other social insurance non-
pension benefits 29

D.71 Net non-life insurance premiums 56 D.623 Social assistance benefits in cash 52

D.711 Net non-life direct insurance 
premiums 43

D.712 Net non-life reinsurance 
premiums 13 D.7 Other current transfers 244

D.72 Non-life insurance claims 48 D.71 Net non-life insurance premiums 47
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Uses Resources

D.721 Non-life direct insurance claims 45 D.711 Net non-life direct insurance 
premiums 44

D.722 Non-life reinsurance claims 3 D.712 Net non-life reinsurance 
premiums 3

D.73 Current transfers within general 
government 96 D.72 Non-life insurance claims 57

D.74 Current international cooperation 22 D.721 Non-life direct insurance claims 42

D.75 Miscellaneous current transfers 52 D.722 Non-life reinsurance claims 15

D.751 Current transfers to NPISHs 36 D.73 Current transfers within general 
government 96

D.752 Current transfers between 
households 7 D.74 Current international cooperation 1

D.759 Other miscellaneous current 
transfers 9 D.75 Miscellaneous current transfers 43

D.76 VAT- and GNI-based EU own 
resources 9 D.751 Current transfers to NPISHs 36

D.752 Current transfers between 
households 1

D.759 Other miscellaneous current 
transfers 6

B.6*g National disposable income, 
gross 1 826

B.6*n National disposable income, net 1 604

II.3: Redistribution of income in kind account

Uses Resources

D.63 Social transfers in kind 215 B.6*g National disposable income, 
gross 1 826

D.631 Social transfers in kind — 
non-market production 211 B.6*n National disposable income, net 1 604

D.632 Social transfers in kind — 
purchased market production 4

D.63 Social transfers in kind 215

D.631 Social transfers in kind — non-
market production 211

D.632 Social transfers in kind — 
purchased market production 4

B.7*g Adjusted national disposable 
income, gross 1 826

B.7*n Adjusted national disposable 
income, net 1 604
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II.4: Use of income account
II.4.1: Use of disposable income account

Uses Resources

B.6*g National disposable income, 
gross 1 826

P.3 Final consumption expenditure 1 399 B.6*n National disposable income, net 1 604

P.31 Individual consumption 
expenditure 1 230

P.32 Collective consumption 
expenditure 169 D.8 Adjustment for the change in 

pension entitlements 11

D.8 Adjustment for the change in 
pension entitlements 11

B.8*g National saving, gross 427

B.8*n National saving, net 205

II.4.2: Use of adjusted disposable income account

Uses Resources

B.7g Adjusted disposable income, 
gross 1 826

P.4 Actual final consumption 1 399 B.7n Adjusted disposable income, net 1 604

P.41 Actual individual consumption 1 230

P.42 Actual collective consumption 169 D.8 Adjustment for the change in 
pension entitlements 11

D.8 Adjustment for the change in 
pension entitlements 11

B.8*g National saving, gross 427

B.8*n National saving, net 205

III: Accumulation accounts
III.1: Capital account
III.1.1: Change in net worth due to saving and capital transfers account

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to 
saving and capital transfers 202 B.8*n National saving, net 205

D.9r Capital transfers, receivable 62

D.91r Capital taxes, receivable 2

D.92r Investment grants, receivable 23

D.99r Other capital transfers, receivable 37

D.9p Capital transfers, payable –65

D.91p Capital taxes, payable –2

D.92p Investment grants, payable –27

D.99p Other capital transfers, payable –36
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III.1.2: Acquisition of non-financial assets account

Changes in assets Changes in liabilities and net worth

P.5g Gross capital formation 414 B.101 Changes in net worth due to 
saving and capital transfers 202

P.5n Net capital formation 192

P.51g Gross fixed capital formation 376

P.511 Acquisitions less disposals of fixed 
assets 359

P.5111 Acquisitions of new fixed assets 358

P.5112 Acquisitions of existing fixed 
assets 9

P.5113 Disposal of existing fixed assets –8

P.512 Costs of ownership transfer on 
non-produced assets 17

P.51c Consumption of fixed capital –222

P.52 Changes in inventories 28

P.53 Acquisitions less disposals of 
valuables 10

NP Acquisitions less disposals of non-
produced assets 0

NP.1 Acquisitions less disposals of 
natural resources 0

NP.2 Acquisitions less disposals of 
contracts, leases and licences 0

NP.3 Purchases less sales of goodwill 
and marketing assets 0

B.9 Net lending (+)/net borrowing 
(–) 10

III.2: Financial account

Changes in assets Changes in liabilities and net worth

B.9 Net lending (+)/net borrowing 
(–) 10

F Net acquisition of financial assets 436 F Net incurrence of liabilities 426

F.1 Monetary gold and SDRs –1 F.1 Monetary gold and SDRs 0

F.11 Monetary gold –1 F.11 Monetary gold

F.12 SDRs 0 F.12 SDRs 0

F.2 Currency and deposits 89 F.2 Currency and deposits 102

F.21 Currency 33 F.21 Currency 35

F.22 Transferable deposits 26 F.22 Transferable deposits 28

F.221 Inter-bank positions –5 F.221 Inter-bank positions –5

F.229 Other transferable deposits 31 F.229 Other transferable deposits 33

F.29 Other deposits 30 F.29 Other deposits 39

F.3 Debt securities 86 F.3 Debt securities 74

F.31 Short-term 27 F.31 Short-term 24



The accounts

557  European system of accounts — ESA 2010

24

Changes in assets Changes in liabilities and net worth

F.32 Long-term 59 F.32 Long-term 50

F.4 Loans 78 F.4 Loans 47

F.41 Short-term 22 F.41 Short-term 11

F.42 Long-term 56 F.42 Long-term 36

F.5 Equity and investment fund 
shares 107 F.5 Equity and investment fund 

shares 105

F.51 Equity 91 F.51 Equity 94

F.511 Listed shares 77 F.511 Listed shares 84

F.512 Unlisted shares 7 F.512 Unlisted shares 7

F.519 Other equity 7 F.519 Other equity 3

F.52 Investment fund shares/units 16 F.52 Investment fund shares/units 11

F.521 Money market fund shares/units 7 F.521 Money market fund shares/units 5

F.522 Non-MMF investment fund 
shares/units 9 F.522 Non-MMF investment fund 

shares/units 6

F.6 Insurance, pension and 
standardised guarantee schemes 48 F.6 Insurance, pension and 

standardised guarantee schemes 48

F.61 Non-life insurance technical 
reserves 7 F.61 Non-life insurance technical 

reserves 7

F.62 Life insurance and annuity 
entitlements 22 F.62 Life insurance and annuity 

entitlements 22

F.63 Pension entitlements 11 F.63 Pension entitlements 11

F.64 Claim of pension fund on pension 
managers 3 F.64 Claim of pension fund on pension 

managers 3

F.65 Entitlements to non-pension 
benefits 2 F.65 Entitlements to non-pension 

benefits 2

F.66 Provisions for calls under 
standardised guarantees 3 F.66 Provisions for calls under 

standardised guarantees 3

F.7 Financial derivatives and 
employee stock options 14 F.7 Financial derivatives and 

employee stock options 11

F.71 Financial derivatives 12 F.71 Financial derivatives 9

F.711 Options 5 F.711 Options 4

F.712 Forwards 7 F.712 Forwards 5

F.72 Employee stock options 2 F.72 Employee stock options 2

F.8 Other accounts receivable/
payable 15 F.8 Other accounts receivable/

payable 39

F.81 Trade credits and advances 7 F.81 Trade credits and advances 16

F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

8 F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

23

III.3: Other changes in assets accounts
III.3.1: Other changes in volume of assets account

Changes in assets Changes in liabilities and net worth

K.1 Economic appearance of assets 33 K.5 Other changes in volume n.e.c. 1

AN.1 Produced non-financial assets 3 AN.1 Produced non-financial assets
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Changes in assets Changes in liabilities and net worth

AN.2 Non-produced non-financial 
assets 30 AN.2 Non-produced non-financial 

assets

AN.21 Natural resources 26 AF Financial assets/liabilities 1

AN.22 Contracts, leases and licences 4 K.6 Changes in classification 2

AN.23 Purchases less sales of goodwill 
and marketing assets 0 K.61 Changes in sector classification 

and structure 2

K.2 Economic disappearance of non-
produced assets –11 AN.1 Produced non-financial assets

K.21 Depletion of natural resources –8 AN.2 Non-produced non-financial 
assets

AN.21 Natural resources –8 AF Financial assets/liabilities 2

K.22 Other economic disappearance of 
non-produced assets –3 K.62 Changes in classification of assets 

and liabilities 0

AN.21 Natural resources 0 AN.1 Produced non-financial assets

AN.22 Contracts, leases and licences –1 AN.2 Non-produced non-financial 
assets

AN.23 Purchases less sales of goodwill 
and marketing assets –2 AF Financial assets/liabilities 0

K.3 Catastrophic losses –11 Total other changes in volume 3

AN.1 Produced non-financial assets –9 AN.1 Produced non-financial assets

AN.2 Non-produced non-financial 
assets –2 AN.11 Fixed assets

AF Financial assets/liabilities 0 AN.12 Inventories

K.4 Uncompensated seizures 0 AN.13 Valuables

AN.1 Produced non-financial assets 0 AN.2 Non-produced non-financial 
assets

AN.2 Non-produced non-financial 
assets 0 AN.21 Natural resources

AF Financial assets 0 AN.22 Contracts, leases and licences

K.5 Other changes in volume n.e.c. 2 AN.23 Purchases less sales of goodwill 
and marketing assets

AN.1 Produced non-financial assets 1 AF Financial assets 3

AN.2 Non-produced non-financial 
assets 0 AF.1 Monetary gold and SDRs

AF Financial assets/liabilities 1 AF.2 Currency and deposits

K.6 Changes in classification 0 AF.3 Debt securities

K.61 Changes in sector classification 
and structure 2 AF.4 Loans 0

AN.1 Produced non-financial assets 0 AF.5 Equity and investment fund 
shares 2

AN.2 Non-produced non-financial 
assets 0 AF.6 Insurance pension and 

standardised guarantee schemes 1

AF Financial assets/liabilities 2 AF.7 Financial derivatives and 
employee stock options

K.62 Changes in classification of assets 
and liabilities –2 AF.8 Other accounts receivable/

payable
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Changes in assets Changes in liabilities and net worth

AN.1 Produced non-financial assets –2

AN.2 Non-produced non-financial 
assets 0

AF Financial assets/liabilities 0

Total other changes in volume 13

AN.1 Produced non-financial assets –7

AN.11 Fixed assets –2

AN.12 Inventories –3

AN.13 Valuables –2

AN.2 Non-produced non-financial 
assets 17

AN.21 Natural resources 9

AN.22 Contracts, leases and licences 6

AN.23 Purchases less sales of goodwill 
and marketing assets 0

AF Financial assets 3

AF.1 Monetary gold and SDRs 0

AF.2 Currency and deposits 0

AF.3 Debt securities 0

AF.4 Loans

AF.5 Equity and investment fund 
shares 2

AF.6 Insurance pension and 
standardised guarantee schemes 1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.102
Changes in net worth due to 
other changes in volume of 
assets

10

III.3.2: Revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/ losses 
(–) K.7 Nominal holding gains(–)/losses 

(+)

AN Non-financial assets 280 AF Liabilities 76

AN.1 Produced non-financial assets 126 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 111 AF.2 Currency and deposits 0

AN.12 Inventories 7 AF.3 Debt securities 42

AN.13 Valuables 8 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 154 AF.5 Equity and investment fund 

shares 34
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AN.21 Natural resources 152 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 2 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 84

AF.1 Monetary gold and SDRs 12

AF.2 Currency and deposits 0

AF.3 Debt securities 40

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 32

AF.6 Insurance, pension and 
standardised guarantee schemes 0

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
nominal holding gains/losses 288

III.3.2.1: Neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses 
(–) K.71 Neutral holding gains (–)/losses 

(+)

AN Non-financial assets 198 AF Liabilities 126

AN.1 Produced non-financial assets 121 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 111 AF.2 Currency and deposits 30

AN.12 Inventories 4 AF.3 Debt securities 26

AN.13 Valuables 6 AF.4 Loans 29

AN.2 Non-produced non-financial 
assets 77 AF.5 Equity and investment fund 

shares 28

AN.21 Natural resources 76 AF.6 Insurance, pension and 
standardised guarantee schemes 7

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 6

AF Financial assets 136

AF.1 Monetary gold and SDRs 16

AF.2 Currency and deposits 30

AF.3 Debt securities 25

AF.4 Loans 28

AF.5 Equity and investment fund 
shares 26
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Changes in assets Changes in liabilities and net worth

AF.6 Insurance, pension and 
standardised guarantee schemes 7

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 4

B.1031 Changes in net worth due to 
neutral holding gains/losses 208

III.3.2.2: Real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (–)/losses (+)

AN Non-financial assets 82 AF Liabilities –50

AN.1 Produced non-financial assets 5 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 0 AF.2 Currency and deposits –30

AN.12 Inventories 3 AF.3 Debt securities 16

AN.13 Valuables 2 AF.4 Loans –29

AN.2 Non-produced non-financial 
assets 77 AF.5 Equity and investment fund 

shares 6

AN.21 Natural resources 76 AF.6 Insurance, pension and 
standardised guarantee schemes –7

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable –6

AF Financial assets –52

AF.1 Monetary gold and SDRs –4

AF.2 Currency and deposits –30

AF.3 Debt securities 15

AF.4 Loans –28

AF.5 Equity and investment fund 
shares 6

AF.6 Insurance, pension and 
standardised guarantee schemes –7

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable –4

B.1032 Changes in net worth due to real 
holding gains/losses 80
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IV: Balance sheets
IV.1: Opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 4 621 AF Liabilities 7 762

AN.1 Produced non-financial assets 2 818 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 2 579 AF.2 Currency and deposits 1 471

AN.12 Inventories 114 AF.3 Debt securities 1 311

AN.13 Valuables 125 AF.4 Loans 1 437

AN.2 Non-produced non-financial 
assets 1 803 AF.5 Equity and investment fund 

shares 2 756

AN.21 Natural resources 1 781 AF.6 Insurance, pension and 
standardised guarantee schemes 471

AN.22 Contracts, leases and licences 22 AF.7 Financial derivatives and 
employee stock options 14

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 302

AF Financial assets 8 231

AF.1 Monetary gold and SDRs 770

AF.2 Currency and deposits 1 482

AF.3 Debt securities 1 263

AF.4 Loans 1 384

AF.5 Equity and investment fund 
shares 2 614

AF.6 Insurance, pension and 
standardised guarantee schemes 470

AF.7 Financial derivatives and 
employee stock options 21

AF.8 Other accounts receivable/
payable 227

B.90 Net worth 5 090

IV.2: Changes in balance sheet

Assets Liabilities and net worth

Total changes in assets Total changes in liabilities

AN Non-financial assets 482 AF Liabilities 505

AN.1 Produced non-financial assets 294 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 246 AF.2 Currency and deposits 102

AN.12 Inventories 32 AF.3 Debt securities 116

AN.13 Valuables 16 AF.4 Loans 47

AN.2 Non-produced non-financial 
assets 186 AF.5 Equity and investment fund 

shares 141

AN.21 Natural resources 178 AF.6 Insurance, pension and 
standardised guarantee schemes 49

AN.22 Contracts, leases and licences 8 AF.7 Financial derivatives and 
employee stock options 11
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Assets Liabilities and net worth

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 39

AF Financial assets 523

AF.1 Monetary gold and SDRs 11

AF.2 Currency and deposits 89

AF.3 Debt securities 126

AF.4 Loans 78

AF.5 Equity and investment fund 
shares 141

AF.6 Insurance, pension and 
standardised guarantee schemes 49

AF.7 Financial derivatives and 
employee stock options 14

AF.8 Other accounts receivable/
payable 15

B.10 Changes in net worth 500

B.101 Changes in net worth due to 
saving and capital transfers 202

B.102 Changes in net worth due to 
other changes in volume of assets 10

B.103 Changes in net worth due to 
nominal holding gains and losses 288

B.1031 Changes in net worth due to 
neutral holding gains and losses 208

B.1032 Changes in net worth due to real 
holding gains and losses 80

IV.3: Closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets 5 101 AF Liabilities 8 267

AN.1 Produced non-financial assets 3 112 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 2 825 AF.2 Currency and deposits 1 573

AN.12 Inventories 146 AF.3 Debt securities 1 427

AN.13 Valuables 141 AF.4 Loans 1 484

AN.2 Non-produced non-financial 
assets 1 989 AF.5 Equity and investment fund 

shares 2 897

AN.21 Natural resources 1 959 AF.6 Insurance, pension and 
standardised guarantee schemes 520

AN.22 Contracts, leases and licences 30 AF.7 Financial derivatives and 
employee stock options 25

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 341

AF Financial assets 8 754

AF.1 Monetary gold and SDRs 781

AF.2 Currency and deposits 1 571
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Assets Liabilities and net worth

AF.3 Debt securities 1 389

AF.4 Loans 1 462

AF.5 Equity and investment fund 
shares 2 755

AF.6 Insurance, pension and 
standardised guarantee schemes 519

AF.7 Financial derivatives and 
employee stock options 35

AF.8 Other accounts receivable/
payable 242

B.90 Net worth 5 590
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Table 24.3 — Full sequence of accounts for non-financial corporations

I: Production account

Uses Resources

P.2 Intermediate consumption 1 477 P.1 Output 2 808

P.11 Market output 2 808

P.12 Output for own final use 0

B.1g Value added, gross 1 331

P.51c Consumption of fixed capital 157

B.1n Value added, net 1 174

II: Distribution and use of income accounts
II.1: Primary distribution of income account
II.1.1: Generation of income account

Uses Resources

D.1 Compensation of employees 986 B.1g Value added, gross 1 331

D.11 Wages and salaries 841 B.1n Value added, net 1 174

D.12 Employers’ social contributions 145

D.121 Employers’ actual social 
contributions 132

D.1211 Employers’ actual pension 
contributions 122

D.1212 Employers’ actual non-pension 
contributions 10

D.122 Employers’ imputed social 
contributions 13

D.1221 Employers’ imputed pension 
contributions 12

D.1222 Employers’ imputed non-pension 
contributions 1

D.29 Other taxes on production 88

D.39 Other subsidies on production –35

B.2g Operating surplus, gross 292

P.51c1 Consumption of fixed capital on 
gross operating surplus 157

B.2n Operating surplus, net 135

II.1.2: Allocation of primary income account

Uses Resources

D.4 Property income 134 B.2g Operating surplus, gross 292

D.41 Interest 56 B.2n Operating surplus, net 135

D.42 Distributed income of 
corporations 47

D.421 Dividends 39 D.4 Property income 96

D.422 Withdrawals from income of 
quasi-corporations 8 D.41 Interest 33
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Uses Resources

D.43 Reinvested earnings on foreign 
direct investment 0 D.42 Distributed income of 

corporations 10

D.45 Rent 31 D.421 Dividends 10

D.422 Withdrawals from income of 
quasi-corporations

D.43 Reinvested earnings on foreign 
direct investment 4

D.44 Other investment income 8

D.441 Investment income attributable 
to insurance policy holders 5

D.442 Investment income payable on 
pension entitlements

D.443
Investment income attributable 
to collective investment fund 
shareholders

3

D.4431
Dividends attributable to 
collective investment fund 
shareholders

1

D.4432
Retained earnings attributable 
to collective investment fund 
shareholders

2

D.45 Rent 41

B.5g Balance of primary incomes, 
gross 254

B.5n Balance of primary incomes, net 97

II.1.2.1: Entrepreneurial income account

Uses Resources

D.4 Property income 87 B.2g Operating surplus, gross 292

D.41 Interest 56 B.2n Operating surplus, net 135

D.45 Rent 31

D.4 Property income 96

D.41 Interest 33

D.42 Distributed income of 
corporations 10

D.421 Dividends 10

D.43 Reinvested earnings on foreign 
direct investment 4

D.44 Other investment income 8

D.441 Investment income attributable 
to insurance policy holders 5

D.443
Investment income attributable 
to collective investment fund 
shareholders

3

D.45 Rent 41

B.4g Entrepreneurial income, gross 301

B.4n Entrepreneurial income, net 144
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II.1.2.2: Allocation of other primary income account

Uses Resources

D.4 Property income 47 B.4g Entrepreneurial income. gross 301

D.42 Distributed income of 
corporations 47 B.4n Entrepreneurial income, net 144

D.421 Dividends 39

D.422 Withdrawals from income of 
quasi-corporations 8

D.43 Reinvested earnings on foreign 
direct investment 0

B.5g Balance of primary incomes, 
gross 254

B.5n Balance of primary incomes, net 97

II.2: Secondary distribution of income account

Uses Resources

Current transfers 98 B.5g Balance of primary incomes, 
gross 254

D.5 Current taxes on income, wealth, 
etc. 24 B.5n Balance of primary incomes, net 97

D.51 Taxes on income 20

D.59 Other current taxes 4 Current transfers 72

D.61 Net social contributions 66

D.62 Social benefits other than social 
transfers in kind 62 D.611 Employers’ actual social 

contributions 31

D.622 Other social insurance benefits 62 D.6111 Employers’ actual pension 
contributions 27

D.6221 Other social insurance pension 
benefits 49 D.6112 Employers’ actual non-pension 

contributions 4

D.6222 Other social insurance non-
pension benefits 13 D.612 Employers’ imputed social 

contributions 12

D.6121 Employers’ imputed pension 
contributions 12

D.7 Other current transfers 12 D.6122 Employers’ imputed non-pension 
contributions 0

D.71 Net non-life insurance premiums 8 D.613 Households’ actual social 
contributions 25

D.711 Net non-life direct insurance 
premiums 8 D.6131 Households’ actual pension 

contributions 19

D.75 Miscellaneous current transfers 4 D.6132 Households’ actual non-pension 
contributions 6

D.751 Current transfers to NPISHs 1 D.61SC Social insurance scheme service 
charges 2

D.759 Other miscellaneous current 
transfers 3

D.7 Other current transfers 6

D.72 Non-life insurance claims 6

D.721 Non-life direct insurance claims 6
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Uses Resources

D.75 Miscellaneous current transfers 0

B.6g Disposable income, gross 228

B.6n Disposable income, net 71

II.4: Use of income account
II.4.1: Use of disposable income account

Uses Resources

B.6g Disposable income, gross 228

D.8 Adjustment for the change in 
pension entitlements 0 B.6n Disposable income, net 71

B.8g Saving, gross 228

B.8n Saving, net 71

III: Accumulation accounts
III.1: Capital account
III.1.1: Change in net worth due to saving and capital transfers account

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to 
saving and capital transfers 88 B.8n Saving, net 71

D.9r Capital transfers, receivable 33

D.92r Investment grants, receivable 23

D.99r Other capital transfers, receivable 10

D.9p Capital transfers, payable –16

D.91p Capital taxes, payable 0

D.99p Other capital transfers, payable –16

III.1.2: Acquisition of non-financial assets account

Changes in assets Changes in liabilities and net worth

P.5g Gross capital formation 308 B.101 Changes in net worth due to 
saving and capital transfers 88

P.5n Net capital formation 151

P.51g Gross fixed capital formation 280

P.511 Acquisitions less disposals of fixed 
assets 263

P.5111 Acquisitions of new fixed assets 262

P.5112 Acquisitions of existing fixed 
assets 5

P.5113 Disposal of existing fixed assets –4

P.512 Costs of ownership transfer on 
non-produced assets 17

P.51c Consumption of fixed capital –157

P.52 Changes in inventories 26

P.53 Acquisitions less disposals of 
valuables 2
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Changes in assets Changes in liabilities and net worth

NP Acquisitions less disposals of non-
produced assets –7

NP.1 Acquisitions less disposals of 
natural resources –6

NP.2 Acquisitions less disposals of 
contracts, leases and licences –1

NP.3 Purchases less sales of goodwill 
and marketing assets 0

B.9 Net lending (+)/net borrowing (–) –56

III.2: Financial account

Change in assets Change in liabilities and net worth

B.9 Net lending (+)/net borrowing (–) –56

F Net acquisition of financial assets 83 F Net incurrence of liabilities 139

F.2 Currency and deposits 39 F.2 Currency and deposits

F.21 Currency 5 F.21 Currency

F.22 Transferable deposits 30 F.22 Transferable deposits

F.229 Other transferable deposits 30 F.229 Other transferable deposits

F.29 Other deposits 4 F.29 Other deposits

F.3 Debt securities 7 F.3 Debt securities 6

F.31 Short-term 10 F.31 Short-term 2

F.32 Long-term –3 F.32 Long-term 4

F.4 Loans 19 F.4 Loans 21

F.41 Short-term 14 F.41 Short-term 4

F.42 Long-term 5 F.42 Long-term 17

F.5 Equity and investment fund 
shares 10 F.5 Equity and investment fund 

shares 83

F.51 Equity 10 F.51 Equity 83

F.511 Listed shares 5 F.511 Listed shares 77

F.512 Unlisted shares 3 F.512 Unlisted shares 3

F.519 Other equity 2 F.519 Other equity 3

F.52 Investment fund shares/units 0 F.52 Investment fund shares/units

F.521 Money market fund shares/units 0 F.521 Money market fund shares/units

F.522 Non-MMF investment fund 
shares/units 0 F.522 Non-MMF investment fund 

shares/units

F.6 Insurance, pension and 
standardised guarantee schemes 1 F.6 Insurance, pension and 

standardised guarantee schemes

F.61 Non-life insurance technical 
reserves 1 F.61 Non-life insurance technical 

reserves

F.62 Life insurance and annuity 
entitlements 0 F.62 Life insurance and annuity 

entitlements

F.66 Provisions for calls under 
standardised guarantees 0 F.66 Provisions for calls under 

standardised guarantees

F.7 Financial derivatives and 
employee stock options 3 F.7 Financial derivatives and 

employee stock options 3
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Change in assets Change in liabilities and net worth

F.71 Financial derivatives 3 F.71 Financial derivatives 2

F.711 Options 1 F.711 Options 2

F.712 Forwards 2 F.712 Forwards 0

F.72 Employee stock options 0 F.72 Employee stock options 1

F.8 Other accounts receivable/
payable 4 F.8 Other accounts receivable/

payable 26

F.81 Trade credits and advances 3 F.81 Trade credits and advances 6

F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

1 F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

20

III.3: Other changes in assets accounts
III.3.1: Other changes in volume of assets account

Changes in assets Changes in liabilities and net worth

K.1 Economic appearance of assets 26 K.5 Other changes in volume n.e.c. 0

AN.1 Produced non-financial assets 0 AN.1 Produced assets

AN.2 Non-produced non-financial 
assets 26 AN.2 Non-produced non-financial 

assets

AN.21 Natural resources 22 AF Financial assets/liabilities 0

AN.22 Contracts, leases and licences 4 K.6 Changes in classification 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 K.61 Changes in sector classification 

and structure 0

K.2 Economic disappearance of non-
produced assets –9 AN.1 Produced non-financial assets

K.21 Depletion of natural resources –6 AN.2 Non-produced non-financial 
assets

AN.21 Natural resources –6 AF Financial assets/liabilities 0

K.22 Other economic disappearance of 
non-produced assets –3 K.62 Changes in classification of assets 

and liabilities 0

AN.21 Natural resources 0 AN.1 Produced non-financial assets

AN.22 Contracts, leases and licences –1 AN.2 Non-produced non-financial 
assets

AN.23 Purchases less sales of goodwill 
and marketing assets –2 AF Financial assets/liabilities 0

K.3 Catastrophic losses –5 Total other changes in volume 0

AN.1 Produced non-financial assets –5 AN.1 Produced non-financial assets

AN.2 Non-produced non-financial 
assets 0 AN.11 Fixed assets

AF Financial assets/liabilities 0 AN.12 Inventories

K.4 Uncompensated seizures –5 AN.13 Valuables

AN.1 Produced non-financial assets –1 AN.2 Non-produced non-financial 
assets

AN.2 Non-produced non-financial 
assets –4 AN.21 Natural resources
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Changes in assets Changes in liabilities and net worth

AF Financial assets 0 AN.22 Contracts, leases and licences

K.5 Other changes in volume n.e.c. 1 AN.23 Purchases less sales of goodwill 
and marketing assets

AN.1 Produced non-financial assets 1 AF Financial assets 0

AN.2 Non-produced non-financial 
assets 0 AF.1 Monetary gold and SDRs

AF Financial assets/liabilities 0 AF.2 Currency and deposits

K.6 Changes in classification 6 AF.3 Debt securities

K.61 Changes in sector classification 
and structure 6 AF.4 Loans

AN.1 Produced non-financial assets 3 AF.5 Equity and investment fund 
shares

AN.2 Non-produced non-financial 
assets 1 AF.6 Insurance pension and 

standardised guarantee schemes

AF Financial assets/liabilities 2 AF.7 Financial derivatives and 
employee stock options

K.62 Changes in classification of assets 
and liabilities 0 AF.8 Other accounts receivable/

payable

AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0

AF Financial assets/liabilities 0

Total other changes in volume 14

AN.1 Produced non-financial assets –2

AN.11 Fixed assets 1

AN.12 Inventories –3

AN.13 Valuables 0

AN.2 Non-produced non-financial 
assets 14

AN.21 Natural resources 10

AN.22 Contracts, leases and licences 4

AN.23 Purchases less sales of goodwill 
and marketing assets 0

AF Financial assets 2

AF.1 Monetary gold and SDRs 0

AF.2 Currency and deposits 0

AF.3 Debt securities 0

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 2

AF.6 Insurance pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0
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Changes in assets Changes in liabilities and net worth

AF.8 Other accounts receivable/
payable 0

B.102
Changes in net worth due to 
other changes in volume of 
assets

14

III.3.2: Revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/losses 
(–) K.7 Nominal holding gains (–)/losses 

(+)

AN Non-financial assets 144 AF Liabilities 18

AN.1 Produced non-financial assets 63 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 58 AF.2 Currency and deposits

AN.12 Inventories 4 AF.3 Debt securities 1

AN.13 Valuables 1 AF.4 Loans

AN.2 Non-produced non-financial 
assets 81 AF.5 Equity and investment fund 

shares 17

AN.21 Natural resources 80 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 8

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits

AF.3 Debt securities 3

AF.4 Loans

AF.5 Equity and investment fund 
shares 5

AF.6 Insurance, pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
nominal holding gains/losses 134

III.3.2.1: Neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses 
(–) K.71 Neutral holding gains (–)/losses 

(+)

AN Non-financial assets 101 AF Liabilities 37

AN.1 Produced non-financial assets 60 AF.1 Monetary gold and SDRs
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Changes in assets Changes in liabilities and net worth

AN.11 Fixed assets 58 AF.2 Currency and deposits 1

AN.12 Inventories 1 AF.3 Debt securities 1

AN.13 Valuables 1 AF.4 Loans 18

AN.2 Non-produced non-financial 
assets 41 AF.5 Equity and investment fund 

shares 14

AN.21 Natural resources 40 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 3

AF Financial assets 18

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 8

AF.3 Debt securities 2

AF.4 Loans 1

AF.5 Equity and investment fund 
shares 3

AF.6 Insurance, pension and 
standardised guarantee schemes 1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 3

B.103 Changes in net worth due to 
neutral holding gains/losses 82

III.3.2.2: Real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (–)/losses (+)

AN Non-financial assets 43 AF Liabilities –19

AN.1 Produced non-financial assets 3 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 0 AF.2 Currency and deposits –1

AN.12 Inventories 3 AF.3 Debt securities 0

AN.13 Valuables 0 AF.4 Loans –18

AN.2 Non-produced non-financial 
assets 40 AF.5 Equity and investment fund 

shares 3

AN.21 Natural resources 40 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable –3

AF Financial assets –10

AF.1 Monetary gold and SDRs
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Changes in assets Changes in liabilities and net worth

AF.2 Currency and deposits –8

AF.3 Debt securities 1

AF.4 Loans –1

AF.5 Equity and investment fund 
shares 2

AF.6 Insurance, pension and 
standardised guarantee schemes –1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable –3

B.1032 Changes in net worth due to real 
holding gains/losses 52

IV: Balance sheets
IV.1: Opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 2 151 AF Liabilities 3 221

AN.1 Produced non-financial assets 1 274 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 1 226 AF.2 Currency and deposits 40

AN.12 Inventories 43 AF.3 Debt securities 44

AN.13 Valuables 5 AF.4 Loans 897

AN.2 Non-produced non-financial 
assets 877 AF.5 Equity and investment fund 

shares 1 987

AN.21 Natural resources 864 AF.6 Insurance, pension and 
standardised guarantee schemes 12

AN.22 Contracts, leases and licences 13 AF.7 Financial derivatives and 
employee stock options 4

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 237

AF Financial assets 982

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 382

AF.3 Debt securities 90

AF.4 Loans 50

AF.5 Equity and investment fund 
shares 280

AF.6 Insurance, pension and 
standardised guarantee schemes 25

AF.7 Financial derivatives and 
employee stock options 5

AF.8 Other accounts receivable/
payable 150

B.90 Net worth –88



The accounts

575  European system of accounts — ESA 2010

24

IV.2: Changes in balance sheet

Assets Liabilities and net worth

Total changes in assets Total changes in liabilities

AN Non-financial assets 301 AF Liabilities 157

AN.1 Produced non-financial assets 195 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 165 AF.2 Currency and deposits 0

AN.12 Inventories 27 AF.3 Debt securities 7

AN.13 Valuables 3 AF.4 Loans 21

AN.2 Non-produced non-financial 
assets 106 AF.5 Equity and investment fund 

shares 100

AN.21 Natural resources 101 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 5 AF.7 Financial derivatives and 
employee stock options 3

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 26

AF Financial assets 93

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 39

AF.3 Debt securities 10

AF.4 Loans 19

AF.5 Equity and investment fund 
shares 17

AF.6 Insurance, pension and 
standardised guarantee schemes 1

AF.7 Financial derivatives and 
employee stock options 3

AF.8 Other accounts receivable/
payable 4

B.10 Changes in net worth 237

B.101 Changes in net worth due to 
saving and capital transfers 88

B.102 Changes in net worth due to 
other changes in volume of assets 14

B.103 Changes in net worth due to 
nominal holding gains and losses 134

B.1031 Changes in net worth due to 
neutral holding gains and losses 82

B.1032 Changes in net worth due to real 
holding gains and losses 52

IV: Balance sheets
IV.3: Closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets 2 452 AF Liabilities 3 378

AN.1 Produced non-financial assets 1 469 AF.1 Monetary gold and SDRs
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Assets Liabilities and net worth

AN.11 Fixed assets 1 391 AF.2 Currency and deposits 40

AN.12 Inventories 70 AF.3 Debt securities 51

AN.13 Valuables 8 AF.4 Loans 918

AN.2 Non-produced non-financial 
assets 983 AF.5 Equity and investment fund 

shares 2 087

AN.21 Natural resources 965 AF.6 Insurance, pension and 
standardised guarantee schemes 12

AN.22 Contracts, leases and licences 18 AF.7 Financial derivatives and 
employee stock options 7

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 263

AF Financial assets 1 075

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 421

AF.3 Debt securities 100

AF.4 Loans 69

AF.5 Equity and investment fund 
shares 297

AF.6 Insurance, pension and 
standardised guarantee schemes 26

AF.7 Financial derivatives and 
employee stock options 8

AF.8 Other accounts receivable/
payable 154

B.90 Net worth 149
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Table 24.4 — Full sequence of accounts for financial corporations

I: Production account

Uses Resources

P.2 Intermediate consumption 52 P.1 Output 146

P.11 Market output 146

P.12 Output for own final use 0

B.1g Value added, gross 94

P.51c Consumption of fixed capital 12

B.1n Value added, net 82

II: Distribution and use of income accounts
II.1: Primary distribution of income account
II.1.1: Generation of income account

Uses Resources

D.1 Compensation of employees 44 B.1g Value added, gross 94

D.11 Wages and salaries 29 B.1n Value added, net 82

D.12 Employers’ social contributions 5

D.121 Employers’ actual social 
contributions 4

D.1211 Employers’ actual pension 
contributions 4

D.1212 Employers’ actual non-pension 
contributions 0

D.122 Employers’ imputed social 
contributions 1

D.1221 Employers’ imputed pension 
contributions 1

D.1222 Employers’ imputed non-pension 
contributions 0

D.29 Other taxes on production 4

D.39 Other subsidies on production 0

B.2g Operating surplus, gross 46

P.51c1 Consumption of fixed capital on 
gross operating surplus 12

B.2n Operating surplus, net 34

II.1.2: Allocation of primary income account

Uses Resources

D.4 Property income 168 B.2g Operating surplus, gross 46

D.41 Interest 106 B.2n Operating surplus, net 34

D.42 Distributed income of 
corporations 15

D.421 Dividends 15 D.4 Property income 149

D.422 Withdrawals from income of 
quasi-corporations 0 D.41 Interest 106
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Uses Resources

D.43 Reinvested earnings on foreign 
direct investment 0 D.42 Distributed income of 

corporations 25

D.44 Other investment income 47 D.421 Dividends 25

D.441 Investment income attributable 
to insurance policy holders D.422 Withdrawals from income of 

quasi-corporations 0

25 D.43 Reinvested earnings on foreign 
direct investment 7

D.442 Investment income payable on 
pension D.44 Other investment income 8

entitlements 8 D.441 Investment income attributable 
to insurance policy

D.443 Investment income attributable 
to collective holders 0

investment fund shareholders 14 D.443 Investment income attributable 
to collective

D.4431 Dividends attributable to 
collective investment fund shareholders 8

investment fund shareholders 6 D.4431 Dividends attributable to 
collective

D.4432 Retained earnings attributable to 
collective investment fund shareholders 3

investment fund shareholders 8 D.4432 Retained earnings attributable to 
collective

D.45 Rent 0 investment fund shareholders 5

D.45 Rent 3

B.5g Balance of primary incomes, 
gross 27

B.5n Balance of primary incomes, net 15

II.1.2.1: Entrepreneurial income account

Uses Resources

D.4 Property income 153 B.2g Operating surplus, gross 46

D.41 Interest 106 B.2n Operating surplus, net 34

D.44 Other investment income 47

D.441 Investment income attributable 
to insurance policy holders 25 D.4 Property income 149

D.442 Investment income payable on 
pension D.41 Interest 106

entitlements 8 D.42 Distributed income of 
corporations 25

D.443 Investment income attributable 
to collective D.421 Dividends 25

investment fund shareholders 14 D.422 Withdrawals from income of 
quasi-corporations 0

D.45 Rent 0 D.43 Reinvested earnings on foreign 
direct investment 7

D.44 Other investment income 8
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Uses Resources

D.441 Investment income attributable 
to insurance policy holders 0

D.442 Investment income payable on 
pension entitlements

D.443
Investment income attributable 
to collective investment fund 
shareholders

8

D.45 Rent 3

B.4g Entrepreneurial income, gross 42

B.4n Entrepreneurial income, net 30

II.1.2.2: Allocation of other primary income account

Uses Resources

D.4 Property income 15 B.4g Entrepreneurial income, gross 42

D.42 Distributed income of 
corporations 15 B.4n Entrepreneurial income, net 30

D.421 Dividends 15

D.422 Withdrawals from income of 
quasi-corporations 0

D.43 Reinvested earnings on foreign 
direct investment 0

B.5g Balance of primary incomes, 
gross 27

B.5n Balance of primary incomes, net 15

II.2: Secondary distribution of income account

Uses Resources

Current transfers 277 B.5g Balance of primary incomes, 
gross 27

D.5 Current taxes on income, wealth, 
etc. 10 B.5n Balance of primary incomes, net 15

D.51 Taxes on income 7

D.59 Other current taxes 3 Current transfers 275

D.61 Net social contributions 212

D.62 Social benefits other than social 
transfers in kind 205 D.611 Employers’ actual social 

contributions 109

D.622 Other social insurance benefits 205 D.6111 Employers’ actual pension 
contributions 104

D.6221 Other social insurance pension 
benefits 193 D.6112 Employers’ actual non-pension 

contributions 5

D.6222 Other social insurance non-
pension benefits 12 D.612 Employers’ imputed social 

contributions 2

D.6121 Employers’ imputed pension 
contributions 1

D.7 Other current transfers 62 D.6122 Employers’ imputed non-pension 
contributions 1
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Uses Resources

D.71 Net non-life insurance premiums 13 D.613 Households’ actual social 
contributions 94

D.711 Net non-life direct insurance 
premiums 0 D.6131 Households’ actual pension 

contributions 90

D.712 Net non-life reinsurance 
premiums 13 D.6132 Households’ actual non-pension 

contributions 4

D.72 Non-life insurance claims 48 D.614 Households’ social contribution 
supplements 10

D.721 Non-life direct insurance claims 45 D.6141 Households’ pension contribution 
supplements 8

D.722 Non-life reinsurance claims 3 D.6142 Households’ non-pension 
contribution supplements 2

D.75 Miscellaneous current transfers 1 D.61SC Social insurance scheme service 
charges 3

D.751 Current transfers to NPISHs 1

D.759 Other miscellaneous current 
transfers 0 D.7 Other current transfers 62

D.71 Net non-life insurance premiums 47

D.711 Net non-life direct insurance 
premiums 44

D.712 Net non-life reinsurance 
premiums 3

D.72 Non-life insurance claims 15

D.722 Non-life reinsurance claims 15

D.75 Miscellaneous current transfers 0

B.6g Disposable income, gross 25

B.6n Disposable income, net 13

II.4: Use of income account
II.4.1: Use of disposable income account

Uses Resources

B.6g Disposable income, gross 25

D.8 Adjustment for the change in 
pension entitlements 11 B.6n Disposable income, net 13

B.8g Saving, gross 14

B.8n Saving, net 2

III: Accumulation accounts
III.1: Capital account
III.1.1: Change in net worth due to saving and capital transfers account

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to 
saving and capital transfers –5 B.8n Saving, net 2

D.9r Capital transfers, receivable 0

D.92r Investment grants, receivable 0
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Changes in assets Changes in liabilities and net worth

D.99r Other capital transfers, receivable

D.9p Capital transfers, payable –7

D.91p Capital taxes, payable 0

D.99p Other capital transfers, payable –7

III.1.2: Acquisition of non-financial assets account

Changes in assets Changes in liabilities and net worth

P.5g Gross capital formation 8 B.101 Changes in net worth due to 
saving and capital transfers –5

P.5n Net capital formation –4

P.51g Gross fixed capital formation 8

P.511 Acquisitions less disposals of fixed 
assets 8

P.5111 Acquisitions of new fixed assets 8

P.5112 Acquisitions of existing fixed 
assets 0

P.5113 Disposal of existing fixed assets 0

P.512 Costs of ownership transfer on 
non-produced assets 0

P.51c Consumption of fixed capital –12

P.52 Changes in inventories 0

P.53 Acquisitions less disposals of 
valuables 0

NP Acquisitions less disposals of non-
produced assets 0

NP.1 Acquisitions less disposals of 
natural resources 0

NP.2 Acquisitions less disposals of 
contracts, leases and licences 0

NP.3 Purchases less sales of goodwill 
and marketing assets 0

B.9 Net lending (+)/net borrowing 
(–) –1

III.2: Financial account

Changes in assets Changes in liabilities and net worth

B.9 Net lending (+)/net borrowing 
(–) –1

F Net acquisition of financial assets 172 F Net incurrence of liabilities 173

F.1 Monetary gold and SDRs –1 F.1 Monetary gold and SDRs 0

F.11 Monetary gold –1 F.11 Monetary gold 0

F.12 SDRs 0 F.12 SDRs 0

F.2 Currency and deposits 10 F.2 Currency and deposits 65

F.21 Currency 15 F.21 Currency
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Changes in assets Changes in liabilities and net worth

F.22 Transferable deposits –5 F.22 Transferable deposits 26

F.221 Inter-bank positions –5 F.221 Inter-bank positions –5

F.229 Other transferable deposits 0 F.229 Other transferable deposits 31

F.29 Other deposits 0 F.29 Other deposits 39

F.3 Debt securities 66 F.3 Debt securities 30

F.31 Short-term 13 F.31 Short-term 18

F.32 Long-term 53 F.32 Long-term 12

F.4 Loans 53 F.4 Loans 0

F.41 Short-term 4 F.41 Short-term 0

F.42 Long-term 49 F.42 Long-term 0

F.5 Equity and investment fund 
shares 28 F.5 Equity and investment fund 

shares 22

F.51 Equity 25 F.51 Equity 11

F.511 Listed shares 23 F.511 Listed shares 7

F.512 Unlisted shares 1 F.512 Unlisted shares 4

F.519 Other equity 1 F.519 Other equity 0

F.52 Investment fund shares/units 3 F.52 Investment fund shares/units 11

F.521 Money market fund shares/units 2 F.521 Money market fund shares/units 5

F.522 Non-MMF investment fund 
shares/units 1 F.522 Non-MMF investment fund 

shares/units 6

F.6 Insurance, pension and 
standardised guarantee schemes 7 F.6 Insurance, pension and 

standardised guarantee schemes 48

F.61 Non-life insurance technical 
reserves 2 F.61 Non-life insurance technical 

reserves 7

F.62 Life insurance and annuity 
entitlements 0 F.62 Life insurance and annuity 

entitlements 22

F.63 Pension entitlements F.63 Pension entitlements 11

F.64 Claim of pension fund on pension 
managers 3 F.64 Claim of pension fund on pension 

managers 3

F.65 Entitlements to non-pension 
benefits F.65 Entitlements to non-pension 

benefits 2

F.66 Provisions for calls under 
standardised guarantees 2 F.66 Provisions for calls under 

standardised guarantees 3

F.7 Financial derivatives and 
employee stock options 8 F.7 Financial derivatives and 

employee stock options 8

F.71 Financial derivatives 8 F.71 Financial derivatives 7

F.711 Options 3 F.711 Options 2

F.712 Forwards 5 F.712 Forwards 5

F.72 Employee stock options 0 F.72 Employee stock options 1

F.8 Other accounts receivable/
payable 1 F.8 Other accounts receivable/

payable 0

F.81 Trade credits and advances F.81 Trade credits and advances 0

F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

1 F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

0
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III.3: Other changes in assets accounts
III.3.1: Other changes in volume of assets account

Changes in assets Changes in liabilities and net worth

K.1 Economic appearance of assets 0 K.5 Other changes in volume n.e.c. 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0 AN.2 Non-produced non-financial 

assets 0

AN.21 Natural resources 0 AF Financial assets/liabilities 0

AN.22 Contracts, leases and licences 0 K.6 Changes in classification 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 K.61 Changes in sector classification 

and structure 0

K.2 Economic disappearance of non-
produced assets 0 AN.1 Produced non-financial assets 0

K.21 Depletion of natural resources 0 AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources 0 AF Financial assets/liabilities 0

K.22 Other economic disappearance of 
non-produced assets 0 K.62 Changes in classification of assets 

and liabilities 0

AN.21 Natural resources 0 AN.1 Produced non-financial assets 0

AN.22 Contracts, leases and licences 0 AN.2 Non-produced non-financial 
assets 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF Financial assets/liabilities 0

K.3 Catastrophic losses 0 Total other changes in volume 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets

AN.2 Non-produced non-financial 
assets 0 AN.11 Fixed assets

AF Financial assets/liabilities 0 AN.12 Inventories

K.4 Uncompensated seizures 0 AN.13 Valuables

AN.1 Produced non-financial assets 0 AN.2 Non-produced non-financial 
assets

AN.2 Non-produced non-financial 
assets 0 AN.21 Natural resources

AF Financial assets 0 AN.22 Contracts, leases and licences

K.5 Other changes in volume n.e.c. 1 AN.23 Purchases less sales of goodwill 
and marketing assets

AN.1 Produced non-financial assets 0 AF Financial assets 0

AN.2 Non-produced non-financial 
assets 0 AF.1 Monetary gold and SDRs

AF Financial assets/liabilities 1 AF.2 Currency and deposits

K.6 Changes in classification –2 AF.3 Debt securities

K.61 Changes in sector classification 
and structure 0 AF.4 Loans

AN.1 Produced non-financial assets 0 AF.5 Equity and investment fund 
shares

AN.2 Non-produced non-financial 
assets 0 AF.6 Insurance pension and 

standardised guarantee schemes
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Changes in assets Changes in liabilities and net worth

AF Financial assets/liabilities 0 AF.7 Financial derivatives and 
employee stock options

K.62 Changes in classification of assets 
and liabilities –2 AF.8 Other accounts receivable/

payable

AN.1 Produced non-financial assets –2

AN.2 Non-produced non-financial 
assets 0

AF Financial assets/liabilities 0

Total other changes in volume –1

AN.1 Produced non-financial assets –2

AN.11 Fixed assets 0

AN.12 Inventories 0

AN.13 Valuables –2

AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources –2

AN.22 Contracts, leases and licences 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0

AF Financial assets 1

AF.1 Monetary gold and SDRs 0

AF.2 Currency and deposits 0

AF.3 Debt securities 0

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance pension and 
standardised guarantee schemes 1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.102
Changes in net worth due to 
other changes in volume of 
assets

–1

III.3.2: Revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/losses 
(–) K.7 Nominal holding gains (–)/losses 

(+)

AN Non-financial assets 4 AF Liabilities 51

AN.1 Produced non-financial assets 2 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 2 AF.2 Currency and deposits

AN.12 Inventories 0 AF.3 Debt securities 34

AN.13 Valuables 0 AF.4 Loans
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Changes in assets Changes in liabilities and net worth

AN.2 Non-produced non-financial 
assets 2 AF.5 Equity and investment fund 

shares 17

AN.21 Natural resources 1 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 57

AF.1 Monetary gold and SDRs 11

AF.2 Currency and deposits

AF.3 Debt securities 30

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 16

AF.6 Insurance, pension and 
standardised guarantee schemes 0

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
nominal holding gains/losses 10

III.3.2.1: Neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses 
(–) K.71 Neutral holding gains (–)/losses 

(+)

AN Non-financial assets 3 AF Liabilities 68

AN.1 Produced non-financial assets 2 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 2 AF.2 Currency and deposits 26

AN.12 Inventories 0 AF.3 Debt securities 21

AN.13 Valuables 0 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 1 AF.5 Equity and investment fund 

shares 14

AN.21 Natural resources 1 AF.6 Insurance, pension and 
standardised guarantee schemes 7

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 71

AF.1 Monetary gold and SDRs 14

AF.2 Currency and deposits 0

AF.3 Debt securities 18
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Changes in assets Changes in liabilities and net worth

AF.4 Loans 24

AF.5 Equity and investment fund 
shares 14

AF.6 Insurance, pension and 
standardised guarantee schemes 1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
neutral holding gains/losses 6

III.3.2.2: Real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (–)/losses (+)

AN Non-financial assets 1 AF Liabilities –17

AN.1 Produced non-financial assets 0 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 0 AF.2 Currency and deposits –26

AN.12 Inventories 0 AF.3 Debt securities 13

AN.13 Valuables 0 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 1 AF.5 Equity and investment fund 

shares 3

AN.21 Natural resources 0 AF.6 Insurance, pension and 
standardised guarantee schemes –7

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets –14

AF.1 Monetary gold and SDRs –3

AF.2 Currency and deposits 0

AF.3 Debt securities 12

AF.4 Loans –24

AF.5 Equity and investment fund 
shares 2

AF.6 Insurance, pension and 
standardised guarantee schemes –1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.1032 Changes in net worth due to real 
holding gains/losses 4
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IV: Balance sheets
IV.1: Opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 93 AF Liabilities 3 544

AN.1 Produced non-financial assets 67 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 52 AF.2 Currency and deposits 1 281

AN.12 Inventories 0 AF.3 Debt securities 1 053

AN.13 Valuables 15 AF.4 Loans

AN.2 Non-produced non-financial 
assets 26 AF.5 Equity and investment fund 

shares 765

AN.21 Natural resources 23 AF.6 Insurance, pension and 
standardised guarantee schemes 435

AN.22 Contracts, leases and licences 3 AF.7 Financial derivatives and 
employee stock options 10

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 3 421

AF.1 Monetary gold and SDRs 690

AF.2 Currency and deposits

AF.3 Debt securities 950

AF.4 Loans 1 187

AF.5 Equity and investment fund 
shares 551

AF.6 Insurance, pension and 
standardised guarantee schemes 30

AF.7 Financial derivatives and 
employee stock options 13

AF.8 Other accounts receivable/
payable 0

B.90 Net worth –30

IV.2: Changes in balance sheet

Assets Liabilities and net worth

Total changes in assets Total changes in liabilities

AN Non-financial assets –4 AF Liabilities 224

AN.1 Produced non-financial assets –4 AF.1 Monetary gold and SDRs

AN.11 Fixed assets –2 AF.2 Currency and deposits 65

AN.12 Inventories 0 AF.3 Debt securities 64

AN.13 Valuables –2 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 0 AF.5 Equity and investment fund 

shares 39

AN.21 Natural resources –1 AF.6 Insurance, pension and 
standardised guarantee schemes 48

AN.22 Contracts, leases and licences 1 AF.7 Financial derivatives and 
employee stock options 8
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Assets Liabilities and net worth

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 230

AF.1 Monetary gold and SDRs 10

AF.2 Currency and deposits 10

AF.3 Debt securities 96

AF.4 Loans 53

AF.5 Equity and investment fund 
shares 44

AF.6 Insurance, pension and 
standardised guarantee schemes 8

AF.7 Financial derivatives and 
employee stock options 8

AF.8 Other accounts receivable/
payable 1

B.10 Changes in net worth 2

B.101 Changes in net worth due to 
saving and capital transfers –5

B.102 Changes in net worth due to 
other changes in volume of assets –1

B.103 Changes in net worth due to 
nominal holding gains and losses 10

B.1031 Changes in net worth due to 
neutral holding gains and losses 6

B.1032 Changes in net worth due to real 
holding gains and losses 4

IV: Balance sheets
IV.3: Closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets 89 AF Liabilities 3 768

AN.1 Produced non-financial assets 63 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 50 AF.2 Currency and deposits 1 346

AN.12 Inventories 0 AF.3 Debt securities 1 117

AN.13 Valuables 13 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 26 AF.5 Equity and investment fund 

shares 804

AN.21 Natural resources 22 AF.6 Insurance, pension and 
standardised guarantee schemes 483

AN.22 Contracts, leases and licences 4 AF.7 Financial derivatives and 
employee stock options 18

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 3 651

AF.1 Monetary gold and SDRs 700
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Assets Liabilities and net worth

AF.2 Currency and deposits 10

AF.3 Debt securities 1 046

AF.4 Loans 1 240

AF.5 Equity and investment fund 
shares 595

AF.6 Insurance, pension and 
standardised guarantee schemes 38

AF.7 Financial derivatives and 
employee stock options 21

AF.8 Other accounts receivable/
payable 1

B.90 Net worth –28
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Table 24.5 — Full sequence of accounts for general government

I: Production account

Uses Resources

P.2 Intermediate consumption 222 P.1 Output 348

P.11 Market output 0

P.12 Output for own final use 0

P.13 Non-market output 348

B.1g Value added, gross 126

P.51c Consumption of fixed capital 27

B.1n Value added, net 99

II: Distribution and use of income accounts
II.1: Primary distribution of income account
II.1.1: Generation of income account

Uses Resources

D.1 Compensation of employees 98 B.1g Value added, gross 126

D.11 Wages and salaries 63 B.1n Value added, net 99

D.12 Employers’ social contributions 55

D.121 Employers’ actual social 
contributions 51

D.1211 Employers’ actual pension 
contributions 48

D.1212 Employers’ actual non-pension 
contributions 3

D.122 Employers’ imputed social 
contributions 4

D.1221 Employers’ imputed pension 
contributions 4

D.1222 Employers’ imputed non-pension 
contributions 0

D.29 Other taxes on production 1

D.39 Other subsidies on production 0

B.2g Operating surplus, gross 27

P.51c1 Consumption of fixed capital on 
gross operating surplus 27

B.2n Operating surplus, net 0

II.1.2: Allocation of primary income account

Uses Resources

D.4 Property income 42 B.2g Operating surplus, gross 27

D.41 Interest 35 B.2n Operating surplus, net 0

D.45 Rent 7

D.2 Taxes on production and imports 235
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Uses Resources

D.21 Taxes on products 141

D.211 Value added type taxes (VAT) 121

D.212 Taxes and duties on imports 
excluding VAT 17

D.2121 Import duties 17

D.2122 Taxes on imports excluding VAT 
and duties 0

D.214 Taxes on products except VAT and 
import taxes 3

D.29 Other taxes on production 94

D.3 Subsidies –44

D.31 Subsidies on products –8

D.311 Import subsidies 0

D.319 Other subsidies on products –8

D.39 Other subsidies on production –36

D.4 Property income 22

D.41 Interest 14

D.42 Distributed income of 
corporations 7

D.421 Dividends 5

D.422 Withdrawals from income of 
quasi-corporations 2

D.43 Reinvested earnings on foreign 
direct investment 0

D.44 Other investment income 1

D.441 Investment income attributable 
to insurance policy holders 0

D.442 Investment income payable on 
pension entitlements

D.443
Investment income attributable 
to collective investment fund 
shareholders

1

D.4431
Dividends attributable to 
collective investment fund 
shareholders

0

D.4432
Retained earnings attributable 
to collective investment fund 
shareholders

1

D.45 Rent 0

B.5g Balance of primary incomes, 
gross 198

B.5n Balance of primary incomes, net 171
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II.2: Secondary distribution of income account

Uses Resources

Current transfers 248 B.5g Balance of primary incomes, 
gross 198

D.5 Current taxes on income, wealth, 
etc. 0 B.5n Balance of primary incomes, net 171

D.51 Taxes on income 0

D.59 Other current taxes 0 Current transfers 367

D.5 Current taxes on income, wealth, 
etc. 213

D.62 Social benefits other than social 
transfers in kind 112 D.51 Taxes on income 204

D.621 Social security benefits in cash 53 D.59 Other current taxes 9

D.6211 Social security pension benefits 
in cash 45

D.6212 Social security non-pension 
benefits in cash 8 D.61 Net social contributions 50

D.622 Other social insurance benefits 7 D.611 Employers’ actual social 
contributions 38

D.6221 Other social insurance pension 
benefits 5 D.6111 Employers’ actual pension 

contributions 35

D.6222 Other social insurance non-
pension benefits 2 D.6112 Employers’ actual non-pension 

contributions 3

D.623 Social assistance benefits in cash 52 D.612 Employers’ imputed social 
contributions 4

D.6121 Employers’ imputed pension 
contributions 4

D.7 Other current transfers 136 D.6122 Employers’ imputed non-pension 
contributions 0

D.71 Net non-life insurance premiums 4 D.613 Households’ actual social 
contributions 9

D.711 Net non-life direct insurance 
premiums 4 D.6131 Households’ actual pension 

contributions 6

D.712 Net non-life reinsurance 
premiums D.6132 Households’ actual non-pension 

contributions 3

D.72 Non-life insurance claims

D.721 Non-life direct insurance claims D.7 Other current transfers 104

D.722 Non-life reinsurance claims D.71 Net non-life insurance premiums

D.73 Current transfers within general 
government 96 D.711 Net non-life direct insurance 

premiums

D.74 Current international cooperation 22 D.712 Net non-life reinsurance 
premiums

D.75 Miscellaneous current transfers 5 D.72 Non-life insurance claims 1

D.751 Current transfers to NPISHs 5 D.721 Non-life direct insurance claims 1

D.752 Current transfers between 
households D.722 Non-life reinsurance claims

D.759 Other miscellaneous current 
transfers 0 D.73 Current transfers within general 

government 96
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Uses Resources

D.76 VAT- and GNI-based EU own 
resources 9 D.74 Current international cooperation 1

D.75 Miscellaneous current transfers 6

D.751 Current transfers to NPISHs

D.752 Current transfers between 
households

D.759 Other miscellaneous current 
transfers 6

B.6g Disposable income, gross 317

B.6n Disposable income, net 290

II.3: Redistribution of income in kind account

Uses Resources

D.63 Social transfers in kind 184 B.6g Disposable income, gross 317

D.631 Social transfers in kind — non-
market production 180 B.6n Disposable income, net 290

D.632 Social transfers in kind — 
purchased market production 4

B.7g Adjusted disposable income, 
gross 133

B.7n Adjusted disposable income, net 106

II.4: Use of income account
II.4.1: Use of disposable income account

Uses Resources

B.6g Disposable income, gross 317

P.3 Final consumption expenditure 352 B.6n Disposable income, net 290

P.31 Individual consumption 
expenditure 184

P.32 Collective consumption 
expenditure 168

D.8 Adjustment for the change in 
pension entitlements 0

B.8g Saving, gross –35

B.8n Saving, net –62

II.4.2: Use of adjusted disposable income account

Uses Resources

B.7g Adjusted disposable income, 
gross 133

P.4 Actual final consumption 168 B.7n Adjusted disposable income, net 106

P.41 Actual individual consumption
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Uses Resources

P.42 Actual collective consumption 168

D.8 Adjustment for the change in 
pension entitlements 0

B.8g Saving, gross –35

B.8n Saving, net –62

III: Accumulation accounts
III.1: Capital account
III.1.1: Change in net worth due to saving and capital transfers account

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to 
saving and capital transfers –90 B.8n Saving, net –62

D.9r Capital transfers, receivable 6

D.91r Capital taxes, receivable 2

D.92r Investment grants, receivable 0

D.99r Other capital transfers, receivable 4

D.9p Capital transfers, payable –34

D.91p Capital taxes, payable 0

D.92p Investment grants, payable –27

D.99p Other capital transfers, payable –7

III.1.2: Acquisition of non-financial assets account

Changes in assets Changes in liabilities and net worth

P.5g Gross capital formation 38 B.101 Changes in net worth due to 
saving and capital transfers –90

P.5n Net capital formation 11

P.51g Gross fixed capital formation 35

P.511 Acquisitions less disposals of fixed 
assets 35

P.5111 Acquisitions of new fixed assets 38

P.5112 Acquisitions of existing fixed 
assets 0

P.5113 Disposal of existing fixed assets –3

P.512 Costs of ownership transfer on 
non-produced assets

P.51c Consumption of fixed capital –27

P.52 Changes in inventories 0

P.53 Acquisitions less disposals of 
valuables 3

NP Acquisitions less disposals of non-
produced assets 2

NP.1 Acquisitions less disposals of 
natural resources 2



The accounts

595  European system of accounts — ESA 2010

24

Changes in assets Changes in liabilities and net worth

NP.2 Acquisitions less disposals of 
contracts, leases and licences 0

NP.3 Purchases less sales of goodwill 
and marketing assets

B.9 Net lending (+)/net borrowing 
(–) –103

III.2: Financial account

Changes in assets Changes in liabilities and net worth

B.9 Net lending (+)/net borrowing 
(–) –103

F Net acquisition of financial assets –10 F Net incurrence of liabilities 93

F.1 Monetary gold and SDRs F.1 Monetary gold and SDRs

F.11 Monetary gold F.11 Monetary gold

F.12 SDRs F.12 SDRs

F.2 Currency and deposits –26 F.2 Currency and deposits 37

F.21 Currency 2 F.21 Currency 35

F.22 Transferable deposits –27 F.22 Transferable deposits 2

F.221 Inter-bank positions F.221 Inter-bank positions

F.229 Other transferable deposits –27 F.229 Other transferable deposits 2

F.29 Other deposits –1 F.29 Other deposits 0

F.3 Debt securities 4 F.3 Debt securities 38

F.31 Short-term 1 F.31 Short-term 4

F.32 Long-term 3 F.32 Long-term 34

F.4 Loans 3 F.4 Loans 9

F.41 Short-term 1 F.41 Short-term 3

F.42 Long-term 2 F.42 Long-term 6

F.5 Equity and investment fund 
shares 3 F.5 Equity and investment fund 

shares

F.51 Equity 3 F.51 Equity

F.511 Listed shares 1 F.511 Listed shares

F.512 Unlisted shares 1 F.512 Unlisted shares

F.519 Other equity 1 F.519 Other equity

F.52 Investment fund shares/units 0 F.52 Investment fund shares/units

F.521 Money market fund shares/units 0 F.521 Money market fund shares/units

F.522 Non-MMF investment fund 
shares/units 0 F.522 Non-MMF investment fund 

shares/units

F.6 Insurance, pension and 
standardised guarantee schemes 1 F.6 Insurance, pension and 

standardised guarantee schemes 0

F.61 Non-life insurance technical 
reserves 0 F.61 Non-life insurance technical 

reserves

F.62 Life insurance and annuity 
entitlements 0 F.62 Life insurance and annuity 

entitlements
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Changes in assets Changes in liabilities and net worth

F.63 Pension entitlements F.63 Pension entitlements

F.64 Claim of pension fund on pension 
managers F.64 Claim of pension fund on pension 

managers

F.65 Entitlements to non-pension 
benefits F.65 Entitlements to non-pension 

benefits

F.66 Provisions for calls under 
standardised guarantees 1 F.66 Provisions for calls under 

standardised guarantees 0

F.7 Financial derivatives and 
employee stock options 0 F.7 Financial derivatives and 

employee stock options 0

F.71 Financial derivatives 0 F.71 Financial derivatives 0

F.711 Options 0 F.711 Options 0

F.712 Forwards 0 F.712 Forwards 0

F.72 Employee stock options 0 F.72 Employee stock options 0

F.8 Other accounts receivable/
payable 5 F.8 Other accounts receivable/

payable 9

F.81 Trade credits and advances 1 F.81 Trade credits and advances 6

F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

4 F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

3

III.3: Other changes in assets accounts
III.3.1: Other changes in volume of assets account

Changes in assets Changes in liabilities and net worth

K.1 Economic appearance of assets 7 K.5 Other changes in volume n.e.c. 0

AN.1 Produced non-financial assets 3 AN.1 Produced non-financial assets

AN.2 Non-produced non-financial 
assets 4 AN.2 Non-produced non-financial 

assets

AN.21 Natural resources 4 AF Financial assets/liabilities 0

AN.22 Contracts, leases and licences 0 K.6 Changes in classification 2

AN.23 Purchases less sales of goodwill 
and marketing assets 0 K.61 Changes in sector classification 

and structure 2

K.2 Economic disappearance of non-
produced assets –2 AN.1 Produced non-financial assets 0

K.21 Depletion of natural resources –2 AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources –2 AF Financial assets/liabilities 2

K.22 Other economic disappearance of 
non-produced assets 0 K.62 Changes in classification of assets 

and liabilities 0

AN.21 Natural resources 0 AN.1 Produced non-financial assets 0

AN.22 Contracts, leases and licences 0 AN.2 Non-produced non-financial 
assets 0

AN.23 Purchases less sales of goodwill 
and marketing assets AF Financial assets/liabilities 0

K.3 Catastrophic losses –6 Total other changes in volume 2

AN.1 Produced non-financial assets –4 AN.1 Produced non-financial assets
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Changes in assets Changes in liabilities and net worth

AN.2 Non-produced non-financial 
assets –2 AN.11 Fixed assets

AF Financial assets/liabilities 0 AN.12 Inventories

K.4 Uncompensated seizures 5 AN.13 Valuables

AN.1 Produced non-financial assets 1 AN.2 Non-produced non-financial 
assets

AN.2 Non-produced non-financial 
assets 4 AN.21 Natural resources

AF Financial assets 0 AN.22 Contracts, leases and licences

K.5 Other changes in volume n.e.c. 0 AN.23 Purchases less sales of goodwill 
and marketing assets

AN.1 Produced non-financial assets 0 AF Financial assets 2

AN.2 Non-produced non-financial 
assets 0 AF.1 Monetary gold and SDRs

AF Financial assets/liabilities 0 AF.2 Currency and deposits

K.6 Changes in classification –4 AF.3 Debt securities

K.61 Changes in sector classification 
and structure –4 AF.4 Loans 0

AN.1 Produced non-financial assets –3 AF.5 Equity and investment fund 
shares 2

AN.2 Non-produced non-financial 
assets –1 AF.6 Insurance pension and 

standardised guarantee schemes

AF Financial assets/liabilities 0 AF.7 Financial derivatives and 
employee stock options

K.62 Changes in classification of assets 
and liabilities 0 AF.8 Other accounts receivable/

payable

AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0

AF Financial assets/liabilities 0

Total other changes in volume 0

AN.1 Produced non-financial assets –3

AN.11 Fixed assets –3

AN.12 Inventories 0

AN.13 Valuables 0

AN.2 Non-produced non-financial 
assets 3

AN.21 Natural resources 1

AN.22 Contracts, leases and licences 2

AN.23 Purchases less sales of goodwill 
and marketing assets

AF Financial assets 0

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits
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Changes in assets Changes in liabilities and net worth

AF.3 Debt securities

AF.4 Loans

AF.5 Equity and investment fund 
shares

AF.6 Insurance pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.102
Changes in net worth due to 
other changes in volume of 
assets

–2

III.3.2: Revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/
losses(–) K.7 Nominal holding gains(–)/

losses(+)

AN Non-financial assets 44 AF Liabilities 7

AN.1 Produced non-financial assets 21 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 18 AF.2 Currency and deposits 0

AN.12 Inventories 1 AF.3 Debt securities 7

AN.13 Valuables 2 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 23 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 23 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 1

AF.1 Monetary gold and SDRs 1

AF.2 Currency and deposits 0

AF.3 Debt securities 0

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance, pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
nominal holding gains/losses 38
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III.3.2.1: Neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses 
(–) K.71 Neutral holding gains (–)/losses 

(+)

AN Non-financial assets 32 AF Liabilities 13

AN.1 Produced non-financial assets 20 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 18 AF.2 Currency and deposits 2

AN.12 Inventories 1 AF.3 Debt securities 4

AN.13 Valuables 1 AF.4 Loans 7

AN.2 Non-produced non-financial 
assets 12 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 12 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets AF.8 Other accounts receivable/

payable 0

AF Financial assets 8

AF.1 Monetary gold and SDRs 2

AF.2 Currency and deposits 3

AF.3 Debt securities 0

AF.4 Loans 3

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance, pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.1031 Changes in net worth due to 
neutral holding gains/losses 27

III.3.2.2: Real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (–)/losses (+)

AN Non-financial assets 12 AF Liabilities –6

AN.1 Produced non-financial assets 1 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 0 AF.2 Currency and deposits –2

AN.12 Inventories 0 AF.3 Debt securities 3

AN.13 Valuables 1 AF.4 Loans –7

AN.2 Non-produced non-financial 
assets 11 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 11 AF.6 Insurance, pension and 
standardised guarantee schemes
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Changes in assets Changes in liabilities and net worth

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets AF.8 Other accounts receivable/

payable 0

AF Financial assets –7

AF.1 Monetary gold and SDRs –1

AF.2 Currency and deposits –3

AF.3 Debt securities 0

AF.4 Loans –3

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance, pension and 
standardised guarantee schemes 0

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.1032 Changes in net worth due to real 
holding gains/losses 11

IV: Balance sheets
IV.1: Opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 789 AF Liabilities 687

AN.1 Produced non-financial assets 497 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 467 AF.2 Currency and deposits 102

AN.12 Inventories 22 AF.3 Debt securities 212

AN.13 Valuables 8 AF.4 Loans 328

AN.2 Non-produced non-financial 
assets 292 AF.5 Equity and investment fund 

shares 4

AN.21 Natural resources 286 AF.6 Insurance, pension and 
standardised guarantee schemes 19

AN.22 Contracts, leases and licences 6 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets AF.8 Other accounts receivable/

payable 22

AF Financial assets 396

AF.1 Monetary gold and SDRs 80

AF.2 Currency and deposits 150

AF.3 Debt securities 0

AF.4 Loans 115

AF.5 Equity and investment fund 
shares 12

AF.6 Insurance, pension and 
standardised guarantee schemes 20
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Assets Liabilities and net worth

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 19

B.90 Net worth 498

IV.2: Changes in balance sheet

Assets Liabilities and net worth

Total changes in assets Total changes in liabilities

AN Non-financial assets 57 AF Liabilities 102

AN.1 Produced non-financial assets 29 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 23 AF.2 Currency and deposits 37

AN.12 Inventories 1 AF.3 Debt securities 45

AN.13 Valuables 5 AF.4 Loans 9

AN.2 Non-produced non-financial 
assets 28 AF.5 Equity and investment fund 

shares 2

AN.21 Natural resources 26 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 2 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets AF.8 Other accounts receivable/

payable 9

AF Financial assets –9

AF.1 Monetary gold and SDRs 1

AF.2 Currency and deposits –26

AF.3 Debt securities 4

AF.4 Loans 3

AF.5 Equity and investment fund 
shares 3

AF.6 Insurance, pension and 
standardised guarantee schemes 1

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 5

B.10 Changes in net worth –54

B.101 Changes in net worth due to 
saving and capital transfers 90

B.102 Changes in net worth due to 
other changes in volume of assets –2

B.103 Changes in net worth due to 
nominal holding gains and losses 38

B.1031 Changes in net worth due to 
neutral holding gains and losses 27

B.1032 Changes in net worth due to real 
holding gains and losses 11
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IV: Balance sheets
IV.3: Closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets 846 AF Liabilities 789

AN.1 Produced non-financial assets 526 AF.1 Monetary gold and SDRs 0

AN.11 Fixed assets 490 AF.2 Currency and deposits 139

AN.12 Inventories 23 AF.3 Debt securities 257

AN.13 Valuables 13 AF.4 Loans 337

AN.2 Non-produced non-financial 
assets 320 AF.5 Equity and investment fund 

shares 6

AN.21 Natural resources 312 AF.6 Insurance, pension and 
standardised guarantee schemes 19

AN.22 Contracts, leases and licences 8 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 31

AF Financial assets 387

AF.1 Monetary gold and SDRs 81

AF.2 Currency and deposits 124

AF.3 Debt securities 4

AF.4 Loans 118

AF.5 Equity and investment fund 
shares 15

AF.6 Insurance, pension and 
standardised guarantee schemes 21

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 24

B.90 Net worth 444
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Table 24.6 — Full sequence of accounts for households

I: Production account

Uses Resources

P.2 Intermediate consumption 115 P.1 Output 270

P.11 Market output 123

P.12 Output for own final use 147

B.1g Value added, gross 155

P.51c Consumption of fixed capital 23

B.1n Value added, net 132

II: Distribution and use of income accounts
II.1: Primary distribution of income account
II.1.1: Generation of income account

Uses Resources

D.1 Compensation of employees 11 B.1g Value added, gross 155

D.11 Wages and salaries 11 B.1n Value added, net 132

D.12 Employers’ social contributions 0

D.121 Employers’ actual social 
contributions 0

D.1211 Employers’ actual pension 
contributions 0

D.1212 Employers’ actual non-pension 
contributions 0

D.122 Employers’ imputed social 
contributions 0

D.1221 Employers’ imputed pension 
contributions 0

D.1222 Employers’ imputed non-pension 
contributions 0

D.29 Other taxes on production 0

D.39 Other subsidies on production –1

B.2g Operating surplus, gross 84

B.3g Mixed income, gross 61

P.51c1 Consumption of fixed capital on 
gross operating surplus 15

P.51c2 Consumption of fixed capital on 
gross mixed income 8

B.2n Operating surplus, net 69

B.3n Mixed income, net 53

II.1.2: Allocation of primary income account

Uses Resources

D.4 Property income 41 B.2g Operating surplus, gross 84

D.41 Interest 14 B.3g Mixed income, gross 61
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Uses Resources

D.45 Rent 27 B.2n Operating surplus, net 69

B.3n Mixed income, net 53

D.1 Compensation of employees 1 154

D.11 Wages and salaries 954

D.12 Employers’ social contributions 200

D.121 Employers’ actual social 
contributions 181

D.1211 Employers’ actual pension 
contributions 168

D.1212 Employers’ actual non-pension 
contributions 13

D.122 Employers’ imputed social 
contributions 19

D.1221 Employers’ imputed pension 
contributions 18

D.1222 Employers’ imputed non-pension 
contributions 1

D.4 Property income 123

D.41 Interest 49

D.42 Distributed income of 
corporations 20

D.421 Dividends 13

D.422 Withdrawals from income of 
quasi-corporations 7

D.43 Reinvested earnings on foreign 
direct investment 3

D.44 Other investment income 30

D.441 Investment income attributable 
to insurance policy holders 20

D.442 Investment income payable on 
pension entitlements 8

D.443
Investment income attributable 
to collective investment fund 
shareholders

2

D.4431
Dividends attributable to 
collective investment fund 
shareholders

2

D.4432
Retained earnings attributable 
to collective investment fund 
shareholders

0

D.45 Rent 21

B.5g Balance of primary incomes, 
gross 1 381

B.5n Balance of primary incomes, net 1 358
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II.2: Secondary distribution of income account

Uses Resources

Current transfers 582 B.5g Balance of primary incomes, 
gross 1 381

D.5 Current taxes on income, wealth, 
etc. 178 B.5n Balance of primary incomes, net 1 358

D.51 Taxes on income 176

D.59 Other current taxes 2 Current transfers 420

D.61 Net social contributions 333 D.61 Net social contributions 0

D.611 Employers’ actual social 
contributions 181 D.611 Employers’ actual social 

contributions 0

D.6111 Employers’ actual pension 
contributions 168 D.6111 Employers’ actual pension 

contributions 0

D.6112 Employers’ actual non-pension 
contributions 13 D.6112 Employers’ actual non-pension 

contributions 0

D.612 Employers’ imputed social 
contributions 19 D.612 Employers’ imputed social 

contributions 0

D.6121 Employers’ imputed pension 
contributions 18 D.6121 Employers’ imputed pension 

contributions 0

D.6122 Employers’ imputed non-pension 
contributions 1 D.6122 Employers’ imputed non-pension 

contributions 0

D.613 Households’ actual social 
contributions 129 D.613 Households’ actual social 

contributions 0

D.6131 Households’ actual pension 
contributions 115 D.6131 Households’ actual pension 

contributions 0

D.6132 Households’ actual non-pension 
contributions 14 D.6132 Households’ actual non-pension 

contributions 0

D.614 Households’ social contribution 
supplements 10 D.614 Households’ social contribution 

supplements 0

D.6141 Households’ pension contribution 
supplements 8 D.6141 Households’ pension contribution 

supplements 0

D.6142 Households’ non-pension 
contribution supplements 2 D.6142 Households’ non-pension 

contribution supplements 0

D.61SC Social insurance scheme service 
charges –6 D.61SC Social insurance scheme service 

charges 1

D.62 Social benefits other than social 
transfers in kind 0 D.62 Social benefits other than social 

transfers in kind 384

D.622 Other social insurance benefits 0 D.621 Social security benefits in cash 53

D.6221 Other social insurance pension 
benefits 0 D.6211 Social security pension benefits 

in cash 45

D.6222 Other social insurance non-
pension benefits 0 D.6212 Social security non-pension 

benefits in cash 8

D.622 Other social insurance benefits 279

D.7 Other current transfers 71 D.6221 Other social insurance pension 
benefits 250

D.71 Net non-life insurance premiums 31 D.6222 Other social insurance non-
pension benefits 29
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Uses Resources

D.711 Net non-life direct insurance 
premiums 31 D.623 Social assistance benefits in cash 52

D.75 Miscellaneous current transfers 40 D.7 Other current transfers 36

D.751 Current transfers to NPISHs 29 D.72 Non-life insurance claims 35

D.752 Current transfers between 
households 7 D.721 Non-life direct insurance claims 35

D.759 Other miscellaneous current 
transfers 4 D.75 Miscellaneous current transfers 1

D.751 Current transfers to NPISHs 0

D.752 Current transfers between 
households 1

D.759 Other miscellaneous current 
transfers 0

B.6g Disposable income, gross 1 219

B.6n Disposable income, net 1 196

II.3: Redistribution of income in kind account

Uses Resources

B.6g Disposable income, gross 1 219

B.6n Disposable income, net 1 196

D.63 Social transfers in kind 215

D.631 Social transfers in kind — non-
market production 211

D.632 Social transfers in kind — 
purchased market production 4

B.7g Adjusted disposable income, 
gross 1 434

B.7n Adjusted disposable income, net 1 411

II.4: Use of income account
II.4.1: Use of disposable income account

Uses Resources

B.6g Disposable income, gross 1 219

P.3 Final consumption expenditure 1 015 B.6n Disposable income, net 1 196

P.31 Individual consumption 
expenditure 1 015

D.8 Adjustment for the change in 
pension entitlements 11

B.8g Saving, gross 215

B.8n Saving, net 192
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II.4.2: Use of adjusted disposable income account

Uses Resources

B.7g Adjusted disposable income, 
gross 1 434

P.4 Actual final consumption 1 230 B.7n Adjusted disposable income, net 1 411

P.41 Actual individual consumption 1 230

D.8 Adjustment for the change in 
pension entitlements 11

B.8g Saving, gross 215

B.8n Saving, net 192

III: Accumulation accounts
III.1: Capital account
III.1.1: Change in net worth due to saving and capital transfers account

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to 
saving and capital transfers 210 B.8n Saving, net 192

D.9r Capital transfers, receivable 23

D.92r Investment grants, receivable 0

D.99r Other capital transfers, receivable 23

D.9p Capital transfers, payable –5

D.91p Capital taxes, payable –2

D.92p Investment grants, payable

D.99p Other capital transfers, payable –3

III.1.2: Acquisition of non-financial assets account

Changes in assets Changes in liabilities and net worth

P.5g Gross capital formation 55 B.101 Changes in net worth due to 
saving and capital transfers 210

P.5n Net capital formation 32

P.51g Gross fixed capital formation 48

P.511 Acquisitions less disposals of fixed 
assets 48

P.5111 Acquisitions of new fixed assets 45

P.5112 Acquisitions of existing fixed 
assets 3

P.5113 Disposal of existing fixed assets 0

P.512 Costs of ownership transfer on 
non-produced assets 0

P.51c Consumption of fixed capital –23

P.52 Changes in inventories 2

P.53 Acquisitions less disposals of 
valuables 5
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Changes in assets Changes in liabilities and net worth

NP Acquisitions less disposals of non-
produced assets 4

NP.1 Acquisitions less disposals of 
natural resources 3

NP.2 Acquisitions less disposals of 
contracts, leases and licences 1

NP.3 Purchases less sales of goodwill 
and marketing assets

B.9 Net lending (+)/net borrowing 
(–) 174

III.2: Financial account

Changes in assets Changes in liabilities and net worth

B.9 Net lending (+)/net borrowing 
(–) 174

F Net acquisition of financial assets 189 F Net incurrence of liabilities 15

F.2 Currency and deposits 64 F.3 Debt securities 0

F.21 Currency 10 F.31 Short-term 0

F.22 Transferable deposits 27 F.32 Long-term 0

F.229 Other transferable deposits 27

F.29 Other deposits 27 F.4 Loans 11

F.41 Short-term 2

F.3 Debt securities 10 F.42 Long-term 9

F.31 Short-term 3

F.32 Long-term 7 F.7 Financial derivatives and 
employee stock options 0

F.71 Financial derivatives 0

F.4 Loans 3 F.711 Options 0

F.41 Short-term 3 F.712 Forwards 0

F.42 Long-term 0 F.72 Employee stock options 0

F.5 Equity and investment fund 
shares 66 F.8 Other accounts receivable/

payable 4

F.51 Equity 53 F.81 Trade credits and advances 4

F.511 Listed shares 48 F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

0

F.512 Unlisted shares 2

F.519 Other equity 3

F.52 Investment fund shares/units 13

F.521 Money market fund shares/units 5

F.522 Non-MMF investment fund 
shares/units 8

F.6 Insurance, pension and 
standardised guarantee schemes 39
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Changes in assets Changes in liabilities and net worth

F.61 Non-life insurance technical 
reserves 4

F.62 Life insurance and annuity 
entitlements 22

F.63 Pension entitlements 11

F.64 Claim of pension fund on pension 
managers

F.65 Entitlements to non-pension 
benefits 2

F.66 Provisions for calls under 
standardised guarantees 0

F.7 Financial derivatives and 
employee stock options 3

F.71 Financial derivatives 1

F.711 Options 1

F.712 Forwards 0

F.72 Employee stock options 2

F.8 Other accounts receivable/
payable 4

F.81 Trade credits and advances 3

F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

1

III.3: Other changes in assets accounts
III.3.1: Other changes in volume of assets account

Changes in assets Changes in liabilities and net worth

K.1 Economic appearance of assets 0 K.5 Other changes in volume n.e.c. 1

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0 AN.2 Non-produced non-financial 

assets 0

AN.21 Natural resources 0 AF Financial assets/liabilities 1

AN.22 Contracts, leases and licences 0 K.6 Changes in classification 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 K.61 Changes in sector classification 

and structure 0

K.2 Economic disappearance of non-
produced assets 0 AN.1 Produced non-financial assets 0

K.21 Depletion of natural resources 0 AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources 0 AF Financial assets/liabilities 0

K.22 Other economic disappearance of 
non-produced assets 0 K.62 Changes in classification of assets 

and liabilities 0

AN.21 Natural resources 0 AN.1 Produced non-financial assets 0

AN.22 Contracts, leases and licences 0 AN.2 Non-produced non-financial 
assets 0
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Changes in assets Changes in liabilities and net worth

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF Financial assets/liabilities 0

K.3 Catastrophic losses 0 Total other changes in volume 1

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0 AN.11 Fixed assets 0

AF Financial assets/liabilities 0 AN.12 Inventories 0

K.4 Uncompensated seizures 0 AN.13 Valuables 0

AN.1 Produced non-financial assets 0 AN.2 Non-produced non-financial 
assets 0

AN.2 Non-produced non-financial 
assets 0 AN.21 Natural resources 0

AF Financial assets 0 AN.22 Contracts, leases and licences 0

K.5 Other changes in volume n.e.c. 0 AN.23 Purchases less sales of goodwill 
and marketing assets 0

AN.1 Produced non-financial assets 0 AF Financial assets 1

AN.2 Non-produced non-financial 
assets 0 AF.1 Monetary gold and SDRs

AF Financial assets/liabilities 0 AF.2 Currency and deposits

K.6 Changes in classification 0 AF.3 Debt securities

K.61 Changes in sector classification 
and structure 0 AF.4 Loans 0

AN.1 Produced non-financial assets 0 AF.5 Equity and investment fund 
shares

AN.2 Non-produced non-financial 
assets 0 AF.6 Insurance pension and 

standardised guarantee schemes 1

AF Financial assets/liabilities 0 AF.7 Financial derivatives and 
employee stock options 0

K.62 Changes in classification of assets 
and liabilities 0 AF.8 Other accounts receivable/

payable 0

AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0

AF Financial assets/liabilities 0

Total other changes in volume 0

AN.1 Produced non-financial assets 0

AN.11 Fixed assets 0

AN.12 Inventories 0

AN.13 Valuables 0

AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources 0

AN.22 Contracts, leases and licences 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0
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Changes in assets Changes in liabilities and net worth

AF Financial assets 0

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits

AF.3 Debt securities

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.102
Changes in net worth due to 
other changes in volume of 
assets

–1

III.3.2: Revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/ 
losses(–) K.7 Nominal holding gains(–)/

losses(+)

AN Non-financial assets 80 AF Liabilities 0

AN.1 Produced non-financial assets 35 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 28 AF.2 Currency and deposits 0

AN.12 Inventories 2 AF.3 Debt securities 0

AN.13 Valuables 5 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 45 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 45 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 16

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits

AF.3 Debt securities 6

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 10

AF.6 Insurance, pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0
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Changes in assets Changes in liabilities and net worth

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
nominal holding gains/losses 96

III.3.2.1: Neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses 
(–) K.71 Neutral holding gains (–)/losses 

(+)

AN Non-financial assets 56 AF Liabilities 5

AN.1 Produced non-financial assets 34 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 28 AF.2 Currency and deposits 0

AN.12 Inventories 2 AF.3 Debt securities 0

AN.13 Valuables 4 AF.4 Loans 3

AN.2 Non-produced non-financial 
assets 22 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 22 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 2

AF Financial assets 36

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 17

AF.3 Debt securities 4

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 9

AF.6 Insurance, pension and 
standardised guarantee schemes 5

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 1

B.1031 Changes in net worth due to 
neutral holding gains/losses 87

III.3.2.2: Real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (–)/losses (+)

AN Non-financial assets 24 AF Liabilities –5

AN.1 Produced non-financial assets 1 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 0 AF.2 Currency and deposits 0
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Changes in assets Changes in liabilities and net worth

AN.12 Inventories 0 AF.3 Debt securities 0

AN.13 Valuables 1 AF.4 Loans –3

AN.2 Non-produced non-financial 
assets 23 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 23 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable –2

AF Financial assets –20

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits –17

AF.3 Debt securities 2

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 1

AF.6 Insurance, pension and 
standardised guarantee schemes –5

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable –1

B.1032 Changes in net worth due to real 
holding gains/losses 9

IV: Balance sheets
IV.1: Opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 1 429 AF Liabilities 189

AN.1 Produced non-financial assets 856 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 713 AF.2 Currency and deposits 10

AN.12 Inventories 48 AF.3 Debt securities 2

AN.13 Valuables 95 AF.4 Loans 169

AN.2 Non-produced non-financial 
assets 573 AF.5 Equity and investment fund 

shares

AN.21 Natural resources 573 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 8

AF Financial assets 3 260

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 840
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Assets Liabilities and net worth

AF.3 Debt securities 198

AF.4 Loans 24

AF.5 Equity and investment fund 
shares 1 749

AF.6 Insurance, pension and 
standardised guarantee schemes 391

AF.7 Financial derivatives and 
employee stock options 3

AF.8 Other accounts receivable/
payable 55

B.90 Net worth 4 500

IV.2: Changes in balance sheet

Assets Liabilities and net worth

Total changes in assets Total changes in liabilities

AN Non-financial assets 115 AF Liabilities 16

AN.1 Produced non-financial assets 67 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 53 AF.2 Currency and deposits 0

AN.12 Inventories 4 AF.3 Debt securities 0

AN.13 Valuables 10 AF.4 Loans 11

AN.2 Non-produced non-financial 
assets 48 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 48 AF.6 Insurance, pension and 
standardised guarantee schemes 1

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 4

AF Financial assets 205

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 64

AF.3 Debt securities 16

AF.4 Loans 3

AF.5 Equity and investment fund 
shares 76

AF.6 Insurance, pension and 
standardised guarantee schemes 39

AF.7 Financial derivatives and 
employee stock options 3

AF.8 Other accounts receivable/
payable 4

B.10 Changes in net worth 304

B.101 Changes in net worth due to 
saving and capital transfers 210
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Assets Liabilities and net worth

B.102 Changes in net worth due to 
other changes in volume of assets –1

B.103 Changes in net worth due to 
nominal holding gains and losses 96

B.1031 Changes in net worth due to 
neutral holding gains and losses 87

B.1032 Changes in net worth due to real 
holding gains and losses 9

IV: Balance sheets
IV.3: Closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets 1 544 AF Liabilities 205

AN.1 Produced non-financial assets 923 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 766 AF.2 Currency and deposits 10

AN.12 Inventories 52 AF.3 Debt securities 2

AN.13 Valuables 105 AF.4 Loans 180

AN.2 Non-produced non-financial 
assets 621 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 621 AF.6 Insurance, pension and 
standardised guarantee schemes 1

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 12

AF Financial assets 3 465

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 904

AF.3 Debt securities 214

AF.4 Loans 27

AF.5 Equity and investment fund 
shares 1 825

AF.6 Insurance, pension and 
standardised guarantee schemes 430

AF.7 Financial derivatives and 
employee stock options 6

AF.8 Other accounts receivable/
payable 59

B.90 Net worth 4 804
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Table 24.7 — Full sequence of accounts for non-profit institutions serving households

I: Production account

Uses Resources

P.2 Intermediate consumption 17 P.1 Output 32

P.11 Market output 0

P.12 Output for own final use 0

P.13 Non-market output 32

B.1g Value added, gross 15

P.51c Consumption of fixed capital 3

B.1n Value added, net 12

II: Distribution and use of income accounts
II.1: Primary distribution of income account
II.1.1: Generation of income account

Uses Resources

D.1 Compensation of employees 11 B.1g Value added, gross 15

D.11 Wages and salaries 6 B.1n Value added, net 12

D.12 Employers’ social contributions 5

D.121 Employers’ actual social 
contributions 4

D.1211 Employers’ actual pension 
contributions 4

D.1212 Employers’ actual non-pension 
contributions 0

D.122 Employers’ imputed social 
contributions 1

D.1221 Employers’ imputed pension 
contributions 1

D.1222 Employers’ imputed non-pension 
contributions 0

D.29 Other taxes on production 1

D.39 Other subsidies on production 0

B.2g Operating surplus, gross 3

P.51c1 Consumption of fixed capital on 
gross operating surplus 3

B.2n Operating surplus, net 0

II.1.2: Allocation of primary income account

Uses Resources

D.4 Property income 6 B.2g Operating surplus, gross 3

D.41 Interest 6 B.3g Mixed income, gross

D.45 Rent 0 B.2n Operating surplus, net 0

B.3n Mixed income, net

D.4 Property income 7
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Uses Resources

D.41 Interest 7

D.42 Distributed income of 
corporations 0

D.421 Dividends 0

D.422 Withdrawals from income of 
quasi-corporations

D.43 Reinvested earnings on foreign 
direct investment 0

D.44 Other investment income 0

D.441 Investment income attributable 
to insurance policy holders 0

D.442 Investment income payable on 
pension entitlements

D.443
Investment income attributable 
to collective investment fund 
shareholders

0

D.4431
Dividends attributable to 
collective investment fund 
shareholders

0

D.4432
Retained earnings attributable 
to collective investment fund 
shareholders

0

D.45 Rent 0

B.5g Balance of primary incomes, 
gross 4

B.5n Balance of primary incomes, net 1

II.2: Secondary distribution of income account

Uses Resources

Current transfers 7 B.5g Balance of primary incomes, 
gross 4

D.5 Current taxes on income, wealth, 
etc. 0 B.5n Balance of primary incomes, net 1

D.51 Taxes on income 0

D.59 Other current taxes 0 Current transfers 40

D.61 Net social contributions 5

D.62 Social benefits other than social 
transfers in kind 5 D.611 Employers’ actual social 

contributions 3

D.621 Social security benefits in cash D.6111 Employers’ actual pension 
contributions 2

D.6211 Social security pension benefits 
in cash D.6112 Employers’ actual non-pension 

contributions 1

D.6212 Social security non-pension 
benefits in cash D.612 Employers’ imputed social 

contributions 1

D.622 Other social insurance benefits 5 D.6121 Employers’ imputed pension 
contributions 1
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Uses Resources

D.6221 Other social insurance pension 
benefits 3 D.6122 Employers’ imputed non-pension 

contributions 0

D.6222 Other social insurance non-
pension benefits 2 D.613 Households’ actual social 

contributions 1

D.623 Social assistance benefits in cash D.6131 Households’ actual pension 
contributions 0

D.6132 Households’ actual non-pension 
contributions 1

D.7 Other current transfers 2

D.71 Net non-life insurance premiums 0 D.7 Other current transfers 36

D.711 Net non-life direct insurance 
premiums 0 D.72 Non-life insurance claims 0

D.712 Net non-life reinsurance 
premiums D.721 Non-life direct insurance claims 0

D.72 Non-life insurance claims D.722 Non-life reinsurance claims

D.721 Non-life direct insurance claims D.73 Current transfers within general 
government

D.722 Non-life reinsurance claims D.74 Current international cooperation

D.73 Current transfers within general 
government D.75 Miscellaneous current transfers 36

D.74 Current international cooperation D.751 Current transfers to NPISHs 36

D.75 Miscellaneous current transfers 2 D.752 Current transfers between 
households

D.751 Current transfers to NPISHs 0 D.759 Other miscellaneous current 
transfers 0

D.752 Current transfers between 
households

D.759 Other miscellaneous current 
transfers 2

B.6g Disposable income, gross 37

B.6n Disposable income, net 34

II.3: Redistribution of income in kind account

Uses Resources

D.63 Social transfers in kind 31 B.6g Disposable income, gross 37

D.631 Social transfers in kind — non-
market production 31 B.6n Disposable income, net 34

D.632 Social transfers in kind — 
purchased market production 0

B.7g Adjusted disposable income, 
gross 6

B.7n Adjusted disposable income, net 3
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II.4: Use of income account
II.4.1: Use of disposable income account

Uses Resources

B.6g Disposable income, gross 37

P.3 Final consumption expenditure 32 B.6n Disposable income, net 34

P.31 Individual consumption 
expenditure 31

P.32 Collective consumption 
expenditure 1

D.8 Adjustment for the change in 
pension entitlements 0

B.8g Saving, gross 5

B.8n Saving, net 2

II.4.2: Use of adjusted disposable income account

Uses Resources

B.7g Adjusted disposable income, 
gross 6

P.4 Actual final consumption 1 B.7n Adjusted disposable income, net 3

P.41 Actual individual consumption

P.42 Actual collective consumption 1

D.8 Adjustment for the change in 
pension entitlements 0

B.8g Saving, gross 5

B.8n Saving, net 2

III: Accumulation accounts
III.1: Capital account
III.1.1: Change in net worth due to saving and capital transfers account

Changes in assets Changes in liabilities and net worth

B.101 Changes in net worth due to 
saving and capital transfers –1 B.8n Saving, net 2

D.9r Capital transfers, receivable 0

D.92r Investment grants, receivable 0

D.99r Other capital transfers, receivable 0

D.9p Capital transfers, payable –3

D.91p Capital taxes, payable 0

D.92p Investment grants, payable

D.99p Other capital transfers, payable –3

III.1.2: Acquisition of non-financial assets account

Changes in assets Changes in liabilities and net worth

P.5g Gross capital formation 5 B.101 Changes in net worth due to 
saving and capital transfers –1

P.5n Net capital formation 2
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Changes in assets Changes in liabilities and net worth

P.51g Gross fixed capital formation 5

P.511 Acquisitions less disposals of fixed 
assets 5

P.5111 Acquisitions of new fixed assets 5

P.5112 Acquisitions of existing fixed 
assets 1

P.5113 Disposal of existing fixed assets –1

P.512 Costs of ownership transfer on 
non-produced assets 0

P.51c Consumption of fixed capital –3

P.52 Changes in inventories 0

P.53 Acquisitions less disposals of 
valuables 0

NP Acquisitions less disposals of non-
produced assets 1

NP.1 Acquisitions less disposals of 
natural resources 1

NP.2 Acquisitions less disposals of 
contracts, leases and licences 0

NP.3 Purchases less sales of goodwill 
and marketing assets

B.9 Net lending (+)/net borrowing 
(–) –4

III.2: Financial account

Changes in assets Changes in liabilities and net worth

B.9 Net lending (+)/net borrowing 
(–) –4

F Net acquisition of financial assets 2 F Net incurrence of liabilities 6

F.2 Currency and deposits 2 F.3 Debt securities 0

F.21 Currency 1 F.31 Short-term 0

F.22 Transferable deposits 1 F.32 Long-term 0

F.229 Other transferable deposits 1

F.29 Other deposits 0 F.4 Loans 6

F.41 Short-term 2

F.3 Debt securities –1 F.42 Long-term 4

F.31 Short-term 0

F.32 Long-term –1 F.7 Financial derivatives and 
employee stock options 0

F.71 Financial derivatives 0

F.4 Loans 0 F.711 Options 0

F.41 Short-term 0 F.712 Forwards 0

F.42 Long-term 0 F.72 Employee stock options 0
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Changes in assets Changes in liabilities and net worth

F.5 Equity and investment fund 
shares 0 F.8 Other accounts receivable/

payable 0

F.51 Equity 0 F.81 Trade credits and advances 0

F.511 Listed shares 0 F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

0

F.512 Unlisted shares 0

F.519 Other equity 0

F.52 Investment fund shares/units 0

F.521 Money market fund shares/units 0

F.522 Non-MMF investment fund 
shares/units 0

F.6 Insurance, pension and 
standardised guarantee schemes 0

F.61 Non-life insurance technical 
reserves 0

F.62 Life insurance and annuity 
entitlements 0

F.63 Pension entitlements

F.64 Claim of pension fund on pension 
managers

F.65 Entitlements to non-pension 
benefits

F.66 Provisions for calls under 
standardised guarantees 0

F.7 Financial derivatives and 
employee stock options 0

F.71 Financial derivatives 0

F.711 Options 0

F.712 Forwards 0

F.72 Employee stock options 0

F.8 Other accounts receivable/
payable 1

F.81 Trade credits and advances

F.89
Other accounts receivable/
payable, excluding trade credits 
and advances

1

III.3: Other changes in assets accounts
III.3.1: Other changes in volume of assets account

Changes in assets Changes in liabilities and net worth

K.1 Economic appearance of assets 0 K.5 Other changes in volume n.e.c. 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0 AN.2 Non-produced non-financial 

assets 0

AN.21 Natural resources 0 AF Financial assets/liabilities 0
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Changes in assets Changes in liabilities and net worth

AN.22 Contracts, leases and licences 0 K.6 Changes in classification 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 K.61 Changes in sector classification 

and structure 0

K.2 Economic disappearance of non-
produced assets 0 AN.1 Produced non-financial assets 0

K.21 Depletion of natural resources 0 AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources 0 AF Financial assets/liabilities 0

K.22 Other economic disappearance of 
non-produced assets 0 K.62 Changes in classification of assets 

and liabilities 0

AN.21 Natural resources 0 AN.1 Produced non-financial assets 0

AN.22 Contracts, leases and licences 0 AN.2 Non-produced non-financial 
assets 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF Financial assets/liabilities 0

K.3 Catastrophic losses 0 Total other changes in volume 0

AN.1 Produced non-financial assets 0 AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0 AN.11 Fixed assets 0

AF Financial assets/liabilities 0 AN.12 Inventories 0

K.4 Uncompensated seizures 0 AN.13 Valuables 0

AN.1 Produced non-financial assets 0 AN.2 Non-produced non-financial 
assets 0

AN.2 Non-produced non-financial 
assets 0 AN.21 Natural resources 0

AF Financial assets 0 AN.22 Contracts, leases and licences 0

K.5 Other changes in volume n.e.c. 0 AN.23 Purchases less sales of goodwill 
and marketing assets 0

AN.1 Produced non-financial assets 0 AF Financial assets 0

AN.2 Non-produced non-financial 
assets 0 AF.1 Monetary gold and SDRs

AF Financial assets/liabilities 0 AF.2 Currency and deposits

K.6 Changes in classification 0 AF.3 Debt securities

K.61 Changes in sector classification 
and structure 0 AF.4 Loans 0

AN.1 Produced non-financial assets 0 AF.5 Equity and investment fund 
shares

AN.2 Non-produced non-financial 
assets 0 AF.6 Insurance pension and 

standardised guarantee schemes 0

AF Financial assets/liabilities 0 AF.7 Financial derivatives and 
employee stock options 0

K.62 Changes in classification of assets 
and liabilities 0 AF.8 Other accounts receivable/

payable 0

AN.1 Produced non-financial assets 0

AN.2 Non-produced non-financial 
assets 0
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Changes in assets Changes in liabilities and net worth

AF Financial assets/liabilities 0

Total other changes in volume 0

AN.1 Produced non-financial assets 0

AN.11 Fixed assets 0

AN.12 Inventories 0

AN.13 Valuables 0

AN.2 Non-produced non-financial 
assets 0

AN.21 Natural resources 0

AN.22 Contracts, leases and licences 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0

AF Financial assets 0

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits

AF.3 Debt securities

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.102
Changes in net worth due to 
other changes in volume of 
assets

–1

III.3.2: Revaluation account

Changes in assets Changes in liabilities and net worth

K.7 Nominal holding gains (+)/ 
losses(–) K.7 Nominal holding gains(–)/

losses(+)

AN Non-financial assets 8 AF Liabilities 0

AN.1 Produced non-financial assets 5 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 5 AF.2 Currency and deposits 0

AN.12 Inventories 0 AF.3 Debt securities 0

AN.13 Valuables 0 AF.4 Loans 0

AN.2 Non-produced non-financial 
assets 3 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 3 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0
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Changes in assets Changes in liabilities and net worth

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 2

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits

AF.3 Debt securities 1

AF.4 Loans

AF.5 Equity and investment fund 
shares 1

AF.6 Insurance, pension and 
standardised guarantee schemes

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.103 Changes in net worth due to 
nominal holding gains/losses 10

III.3.2.1: Neutral holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.71 Neutral holding gains (+)/losses 
(–) K.71 Neutral holding gains (–)/losses 

(+)

AN Non-financial assets 6 AF Liabilities 3

AN.1 Produced non-financial assets 5 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 5 AF.2 Currency and deposits 1

AN.12 Inventories 0 AF.3 Debt securities 0

AN.13 Valuables 0 AF.4 Loans 1

AN.2 Non-produced non-financial 
assets 1 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 1 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 1

AF Financial assets 3

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 2

AF.3 Debt securities 1

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 0

AF.6 Insurance, pension and 
standardised guarantee schemes 0
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Changes in assets Changes in liabilities and net worth

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.1031 Changes in net worth due to 
neutral holding gains/losses 6

III.3.2.2: Real holding gains/losses account

Changes in assets Changes in liabilities and net worth

K.72 Real holding gains (+)/losses (–) K.72 Real holding gains (–)/losses (+)

AN Non-financial assets 2 AF Liabilities –3

AN.1 Produced non-financial assets 0 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 0 AF.2 Currency and deposits –1

AN.12 Inventories 0 AF.3 Debt securities 0

AN.13 Valuables 0 AF.4 Loans –1

AN.2 Non-produced non-financial 
assets 2 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 2 AF.6 Insurance, pension and 
standardised guarantee schemes

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable –1

AF Financial assets –1

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits –2

AF.3 Debt securities 0

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 1

AF.6 Insurance, pension and 
standardised guarantee schemes 0

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 0

B.1032 Changes in net worth due to real 
holding gains/losses 4

IV: Balance sheets
IV.1: Opening balance sheet

Assets Liabilities and net worth

AN Non-financial assets 159 AF Liabilities 121

AN.1 Produced non-financial assets 124 AF.1 Monetary gold and SDRs
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Assets Liabilities and net worth

AN.11 Fixed assets 121 AF.2 Currency and deposits 38

AN.12 Inventories 1 AF.3 Debt securities 0

AN.13 Valuables 2 AF.4 Loans 43

AN.2 Non-produced non-financial 
assets 35 AF.5 Equity and investment fund 

shares

AN.21 Natural resources 35 AF.6 Insurance, pension and 
standardised guarantee schemes 5

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 35

AF Financial assets 172

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 110

AF.3 Debt securities 25

AF.4 Loans 8

AF.5 Equity and investment fund 
shares 22

AF.6 Insurance, pension and 
standardised guarantee schemes 4

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 3

B.90 Net worth 210

IV.2: Changes in balance sheet

Assets Liabilities and net worth

Total changes in assets Total changes in liabilities

AN Non-financial assets 11 AF Liabilities 6

AN.1 Produced non-financial assets 7 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 7 AF.2 Currency and deposits 0

AN.12 Inventories 0 AF.3 Debt securities 0

AN.13 Valuables 0 AF.4 Loans 6

AN.2 Non-produced non-financial 
assets 4 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 4 AF.6 Insurance, pension and 
standardised guarantee schemes 0

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 0

AF Financial assets 4

AF.1 Monetary gold and SDRs
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24

Assets Liabilities and net worth

AF.2 Currency and deposits 2

AF.3 Debt securities 0

AF.4 Loans 0

AF.5 Equity and investment fund 
shares 1

AF.6 Insurance, pension and 
standardised guarantee schemes 0

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 1

B.10 Changes in net worth 9

B.101 Changes in net worth due to 
saving and capital transfers –1

B.102 Changes in net worth due to 
other changes in volume of assets 0

B.103 Changes in net worth due to 
nominal holding gains and losses 10

B.1031 Changes in net worth due to 
neutral holding gains and losses 6

B.1032 Changes in net worth due to real 
holding gains and losses 4

IV: Balance sheets
IV.3: Closing balance sheet

Assets Liabilities and net worth

AN Non-financial assets 170 AF Liabilities 127

AN.1 Produced non-financial assets 131 AF.1 Monetary gold and SDRs

AN.11 Fixed assets 128 AF.2 Currency and deposits 38

AN.12 Inventories 1 AF.3 Debt securities 0

AN.13 Valuables 2 AF.4 Loans 49

AN.2 Non-produced non-financial 
assets 39 AF.5 Equity and investment fund 

shares 0

AN.21 Natural resources 39 AF.6 Insurance, pension and 
standardised guarantee schemes 5

AN.22 Contracts, leases and licences 0 AF.7 Financial derivatives and 
employee stock options 0

AN.23 Purchases less sales of goodwill 
and marketing assets 0 AF.8 Other accounts receivable/

payable 35

AF Financial assets 176

AF.1 Monetary gold and SDRs

AF.2 Currency and deposits 112

AF.3 Debt securities 25

AF.4 Loans 8
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Assets Liabilities and net worth

AF.5 Equity and investment fund 
shares 23

AF.6 Insurance, pension and 
standardised guarantee schemes 4

AF.7 Financial derivatives and 
employee stock options 0

AF.8 Other accounts receivable/
payable 4

B.90 Net worth 219
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Index
Abandonment of production facilities before use 6.13 d
Abnormal pension charges, payments 4.138 b
Absence from work, social benefits 4.104 a
Accidental damage to fixed assets 3.142
Accommodation services, wages and salaries 4.07 3
Accounts of European institutions 19.28–19.44
Accounts, sequence of Chapter 24
Accrual accounting for government accounts 20.171
Accrual accounting for government 

taxes 20.172–20.175
Accrual basis of recording 1.101–1.105
Accumulated deficits of government units, capital 

transfers 4.165 c
Accumulation accounts 1.114, 8.04 b, 8.44–8.59, 

8.72–8.76, Annex 7.2
Acquisition of non-financial assets account 8.49
Acquisitions less disposals of non-produced 

assets 3.184–3.194
Acquisitions less disposals of valuables 3.154–3.157
Acquisitions less disposals of valuables, definition 3.154
Activity, definition 2.144–2.145
Acts of war, compensation payments by 

government for capital goods 4.165 a
Actual contributions, pension entitlements 

additions 5.182 a
Actual final consumption 3.100–3.121
Actual final consumption, definition 3.100
Actual final consumption, time of recording 3.118
Actual final consumption, valuation 3.119–3.121
Actual losses versus estimated consumption of 

fixed capital 6.13 b
Actual premiums earned, life insurance 

additions 5.177 a
Actual social contributions, voluntary payments 4.93
Actuarial assumptions in pension 

schemes 17.162–17.164
Additions to work-in-progress, valuation 3.46
Adjusted claims, insurance 16.39, 16.89–16.90
Adjusted claims, non-life insurance 3.74 a
Adjusted disposable income 8.35
Adjustment for the change in household pension 

entitlements 4.141–4.144, 17.97
Adjustment for the change in pension 

entitlements, definition 4.141
Adjustment for the change in pension 

entitlements, recording in accounts 4.144
Adjustment for the change in pension 

entitlements, time of recording 4.143

Administrative data — use in production of ESA 
accounts 1.25–1.26

Affiliated enterprises, imputed change of 
ownership for exports and imports 3.163

Aggregates of the ESA 1.130, 8.08, 8.88–8.100
Agricultural crops, work-in-progress 3.148
Agricultural product processing, own account 

production 3.08 b 3
Agricultural products, output measurement 3.54
Agricultural products, own account production 3.08 b 2
Agricultural satellite account 22.56–22.59
Agriculture under-compensation of VAT 4.23 g
Aircraft 2.05
Allocation of primary income account 1.121, 8.21–8.25
Allocation of units to sectors 2.32
Amenities at work provided by employers for 

employees 3.89 h 2
Amortisation of enterprise debts by government 4.155
Ancillary activities — recording of output 1.31
Ancillary activities in separate location 3.13
Ancillary activities, examples 3.12
Ancillary activities, inputs to 3.89 a
Ancillary activities, regional and national 

accounts 13.23
Ancillary activity, definition 3.12
Ancillary government units 20.24
Ancillary inputs 3.12
Animal resources yielding repeat products, 

definition Annex 7.1
Animals raised for slaughter 3.130 b 1
Annuities 16.70, 16.71, 16.86–16.89
Antiques and other art objects, definition Annex 7.1
Antiques, as valuables 3.155 b
Armoured vehicles, non-military 3.129 c
Arrears of tax, interest charged 4.28
Arrears of tax, interest payments 4.81
Art dealers’ acquisition of valuables 3.156 d
Artificial subsidiaries 2.24–2.26
Assessments as source for capital tax estimation 4.150 a
Assessments of tax, data source 4.82 a
Asset and liability boundary, exclusions 7.19
Asset-backed security        5.110
Asset-backed security (ABS) 20.260
Asset change in nature 6.21
Asset, definition 7.15
Assets and liabilities, categories 7.20–7.32
Assets denominated in foreign currency, holding 

gains and losses 6.64
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Assets, economic benefits 7.16
Assets, economic owner versus legal owner 7.17
Asymmetries, European accounts 19.20
Auxiliary financial services 3.65
Bad debts, debt write-off, write-down and 

repudiation 5.40, 20.233–20.235
Balance sheet entries, valuation price 7.33
Balance sheet entries, valuation principles 7.33–7.41
Balance sheet memorandum items 7.94–7.108
Balance sheet, definition 7.01
Balance sheet, valuation 7.02
Balance sheets 1.114, 1.127, 8.04c, 8.60–8.64
Balance sheets, European accounts 19.24–19.25
Balance sheets, opening and closing identity 7.12
Balance sheets, rest of the world 8.77, 18.60–18.62
Balancing items 1.112, 1.118
Bank interest, for FISIM 14.02
Barges 3.129 a
Basic price, definition 3.44
Benefits, life insurance 16.41
Betting tax 4.20 f
Bills, interest 4.45
Bonds, interest 4.46
Bonus payments for household savings, non-

recurring, by government 4.165 d
Bonus payments on saving, from government 4.138 d
Bonus shares, market value changes 5.158
Bonus shares, wages and salaries in kind 4.05 j
Bonuses, wages and salaries 4.03 d
Bottom-up methods, regional accounts 13.25–13.26
Branch, as used in international accounts of the 

balance of payments 18.12–18.14 
Breeding stock 3.129 d
Budget contributions to the EU, fourth resource 4.140
Budgetary central government, definition 20.60
Buffer stock organisation, goods transferred as 

imports and exports 3.165 h
Buildings and structures incomplete, valuation 3.48
Buildings other than dwellings, definition Annex 7.1
Business accounts, access 21.11
Business accounts, characteristics 21.01
Business accounts, conceptual adjustments 21.17
Business accounts, consistency adjustments 21.18
Business accounts, double entry 21.06
Business accounts, exhaustiveness adjustments 21.19
Business accounts, globalisation impact 21.23
Business accounts, holding gains/losses 21.20–21.22
Business accounts, income statement and balance 

sheet 21.08–21.10
Business accounts, international standards 21.02
Business accounts, mergers and acquisitions 21.25

Business accounts, time of recording 21.05
Business accounts, valuation principle 21.07
Business licence payments 4.23 e
Business-related purchases abroad 3.176 a
Business surveys 21.13
Calendar effect 12.41
Call option 5.202
Cancellation of government debt 4.38 f
Capital account 1.125, 8.46–8.49
Capital account, external accumulation 

accounts 8.72–8.73
Capital expenditure, GFS 20.104
Capital gains redistributed 4.165 g
Capital gains, tax 4.78, 4.149
Capital grants by government to public 

enterprises 4.157
Capital injection, rules for classifications 20.201–20.203
Capital injections 20.197–20.204
Capital injections in kind 20.203
Capital injections through debt cancellation 20.202
Capital injections, definition 20.198
Capital levies 4.149 b
Capital revenue, GFS 20.88
Capital shares 5.148 a
Capital spending, military 20.190
Capital taxes 4.148–4.151
Capital taxes, definition 4.148
Capital taxes, recording in accounts 4.151
Capital transfers 4.145–4.147
Capital transfers, definition 4.145
Capital transfers, international and supranational 

organisations 20.293 e
Capital transfers, tax 4.149  a
Captive financial institutions 2.21–2.23, 2.98–2.99
Car registration tax 4.20 d
Caravans 3.129 a
Cash receipts as source for capital tax 

estimation 4.150 b
Cash receipts as source of tax data 4.27 b, 4.82 b
Catastrophe, insurance settlements 4.165 k
Catastrophic losses 6.08–6.09
Catastrophic losses on fixed assets 3.130 e
Catastrophic losses, insurance 16.91–16.92
Central bank      2.72–2.74, 20.311–20.313
Central bank non-market output as service to 

financial intermediaries 3.89 k
Central bank services 3.63 a
Central bank, output 3.63, 14.16
Central bank, transactions with government 20.217
Central framework of national accounts 22.03
Central government 2.114, 20.08
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Central government sub-sector, definition 20.57–20.62
Centre of predominant economic interest 2.07
Chained indices, drawback 10.22
Chained indices, presentation policy 10.23
Chain-linked measures of price and volume 

change 12.32–12.39
Chain-linked quarterly volume estimates, annual 

overlap 12.36
Chain-linked quarterly volume estimates, one-

quarter overlap 12.37
Chain-linked quarterly volume estimates, over-

the-year approach 12.38
Change in inventories, approximate methods of 

estimation 3.153
Change in inventories, time of recording 3.149
Change in inventories, valuation 3.150–3.151
Change in net worth due to saving and capital 

transfers account 8.48
Change of ownership for imports and exports, 

time of recording 3.167
Changes in balance sheet 8.62
Changes in inventories 3.146–3.153
Changes in inventories versus gross fixed capital 

formation 3.130 b
Changes in inventories, definition 3.146
Charity donations 3.96 f, 4.126 b
Childcare, wages and salaries in kind 4.05 h
CIF valuation 3.169
Claims of pension funds on pension managers, 

definition Annex 7.1
Claims outstanding, non-life insurance 5.172
Claims, non-life insurance 16.34–16.40
Classification change 6.16
Classification of assets Chapter 23
Classification of balance sheet entries Chapter 23
Classification of balancing items and net 

worth Chapter 23
Classification of Individual Consumption by 

Purpose (Coicop) Chapter 23
Classification of industries (NACE) and products 

(CPA) Chapter 23
Classification of institutional sectors Chapter 23
Classification of outlays of producers by purpose 

(COPP) Chapter 23
Classification of supplementary items Chapter 23
Classification of the Functions of Government 

(COFOG) 3.104, Chapter 23
Classification of the purposes of NPISHs 

(COPNI) Chapter 23
Classification of transactions and other 

flows Chapter 23

Classifications  Chapter 23
Closing balance sheet 8.63–8.64
COFOG categories 22.16
COFOG, government expenditure by 

function 20.109–20.111, Chapter 23
Cohesion Fund 20.294
Coicop categories 22.13–22.15, Chapter 23
Coins not in circulation, as imports and exports of 

goods 3.165 c
Collection charges, tax recovery 4.28
Collection costs, third and fourth resource, 

European accounts 19A.32
Collective consumption expenditure of 

government by COFOG 3.106
Collective services 3.102, 4.108
Commissions to estate agents, etc., fixed asset 

ownership transfer costs 3.133 b
Community built assets where government 

assumes responsibility for maintenance 4.165 l
Compensation for non-insured damage, awarded 

by courts 4.165 h
Compensation of employees and intermediate 

consumption, GFS 20.93–20.96
Compensation of employees, allocation by region 13.42
Compensation of employees, definition 4.02
Compensation of employees, price and volume 

estimates 10.44
Compensation of employees, residence issues 4.13
Compensation of employees, time of recording 4.12
Compensation of employees, volume estimate 10.11
Compensation on imports 4.18 b 2
Compensation to public units for losses, 

subsidies 4.35 c
Computer programs, incomplete as work-in-

progress 3.148 b 7
Computer software as capital asset 3.132 c
Computer software, definition Annex 7.1
Computer software, valuation 3.136 b
Consignment goods, lost after frontier crossing 

before change of ownership 3.166 f
Consistency of production, employment, 

consumption 1.32
Consolidation levels, financial account 5.26–5.27
Consolidation of accounts 1.106–1.109
Consolidation, financial account, definition 5.25
Consolidation, government accounts 20.152–20.161
Constant prices and volume estimates 10.19–10.25
Construction work, output measurement 3.55
Construction, rest of the world 18.31
Consumer durables 3.95 d
Consumer durables stock valuation 7.96
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Consumer durables, memorandum items, 
definition 7.95

Consumption of fixed capital 3.139–3.145
Consumption of fixed capital, price and volume 

indices 10.43
Consumption taxes 4.20 a
Contingent assets and contingent liabilities 7.31
Contingent assets and contingent liabilities, 

definition 5.08
Contingent assets and contingent liabilities, 

examples 5.09
Contingent assets and contingent liabilities, 

exclusions 5.10
Contingent assets and contingent liabilities, 

importance of 5.11
Contingent pension entitlements 5.184
Contracts, appearance of value 6.06 g
Contracts, definition 15.01
Contracts, leases and licences  3.190–3.191
Contracts, leases and licences as assets, 

definition 7.55, Annex 7.1
Contracts, leases and licences, balance sheet 

valuation 7.55–7.57
Contracts, leases and licences, fees for 3.89 d
Contracts, types 15.03
Contribution supplements, pension entitlement 

additions 5.182 b
Control as a sector classification criterion 1.36, 

2.35–2.39
Control by monetary authorities 5.59
Control of NPI 20.15
Control, government over corporation 2.38
Control, NPISHs 2.39
Convalescent homes, social benefits 4.104 e
Convertible bonds 5.96 g
Cooperatives, non-financial corporations 2.46 b
Copies of intellectual property products, services 

output 3.86
COPNI categories 22.17, Chapter 23
COPP categories 22.18, Chapter 23
Corporate restructuring, changes in sector 

classification 6.19–6.20
Cost, insurance and freight (CIF) price for 

imports     3.169
Costs of ownership transfer, balance sheet 

treatment 7.45
Costs of ownership transfer, inclusion in asset 

purchase price 3.127, 3.133, 3.135–3.138
Costs of ownership transfer, nominal holding 

gains and losses 6.34

Costs of ownership transfer, written off as capital 
consumption 3.140

Counterpart liability to financial asset 7.30
Counterpart transactions to financial 

transaction 5.33–5.35
Court decisions, time of recording of expenditure 

and revenue 20.189
Covered bonds 5.111
CPA 2008 (classification of products) Chapter 23
Credit default option 5.217
Credit default swap (CDS), definition 5.218
Credit default swaps 5.11, Box 5.1, 5.218–5.219
Credit derivatives 5.215–5.217
Credit derivatives, definition 5.215
Creditor approach, valuation of securities 20.179
Crops, balance sheet valuation  7.48
Cultivated biological resources, definition Annex 7.1
Currency and deposits, balance sheet 

valuation 7.64–7.66
Currency and deposits, holding gains and 

losses 6.49–6.53
Currency conversion for European accounts 19.06
Currency losses 6.14 a
Currency swap 5.213
Currency, definition 5.76, Annex 7.1
Currency, examples 5.77
Currency, exclusions 5.78
Currency, issued by the Eurosystem 

(euros) 5.76–5.77, Box 5.2
Current accounts 1.114, 8.04 a
Current external balance 8.97
Current international cooperation 4.121–4.124
Current international cooperation, definition 4.121
Current international cooperation, recording in 

accounts 4.124
Current international cooperation, time of 

recording 4.123
Current taxes on income, wealth, etc., definition 4.77
Current taxes on income, wealth, etc., exclusions 4.80
Current taxes on income, wealth, etc., recording 

in accounts 4.82
Current taxes on income, wealth, etc., time of 

recording 4.82
Current transfers between governments 4.122 c
Current transfers between households, definition 4.129
Current transfers between households, recording 

in accounts 4.131
Current transfers between households, time of 

recording 4.130
Current transfers between parts of government 4.38 b
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Current transfers from general government to 

households as consumers 4.38 a
Current transfers to NPISHs 4.125–4.126
Current transfers to NPISHs, exclusions 4.126
Current transfers to NPISHs, recording in 

accounts 4.128
Current transfers to NPISHs, time of recording 4.127
Current transfers within general 

government 4.118–4.120
Current transfers within general government, 

definition 4.118
Current transfers within general government, 

recording in accounts 4.120
Current transfers within general government, 

time of recording 4.119
Current versus capital transfers, distinction 

between 4.01
Customs and agricultural duties, European 

accounts 19.30
Dairy cattle 3.129 d
Databases, definition Annex 7.1
Databases, large, as capital assets 3.132 c
Death duties 4.80 a
Debentures, interest 4.46
Debt assumption 4.165 f, 5.36
Debt assumption and cancellation 20.222–20.232
Debt assumption as part of privatisation 5.39
Debt assumption by government from public 

corporation 5.38
Debt cancellation 5.36
Debt cancellation by government of public 

corporation to be privatised 4.165 f 3
Debt cancellation by government of public 

corporation which disappears as unit 4.165 f 2
Debt cancellation by mutual agreement 6.15 b
Debt cancellation, counterpart transaction 4.165 f
Debt cancellation, owner of quasi-corporation 4.165 f 1
Debt guarantees 20.249–20.259
Debt guarantees, derivative type 20.252–20.253
Debt guarantees, standardised 20.254
Debt operations 20.221
Debt repudiation, unilateral cancellation of debt 6.15 c
Debt restructuring, other 20.236–20.238
Debt securities conversion to shares, transaction 6.25
Debt securities, balance sheet valuation 7.67–7.69
Debt securities, characteristics 5.90
Debt securities, classification by original maturity 

and currency 5.92–5.94
Debt securities, classification by type of interest 

rate 5.95
Debt securities, classifications 5.91

Debt securities, definition 5.89, Annex 7.1
Debt securities, fixed interest rate 5.96–5.97
Debt securities, interest 4.44
Debt securities, price and volume changes 6.54–6.57
Debt write-offs/write-downs 20.233–20.235
Debt, purchase above market value 20.239–20.242
Debtor approach, valuation of securities 20.179–20.180
Debtor/creditor form of financial balance sheet 7.93
Debtor/creditor relationships in the financial 

account 5.52–5.55
Declarations as source for capital tax estimation 4.150 a
Decommissioning costs, e.g. nuclear power 

stations 3.129 h
Decoration, maintenance and repair of dwelling, 

not typical of tenant 3.96 b 2
Deep-discounted bonds 5.96 c
Deep-discounted bonds, interest 4.46 b
Defeasance structures, sector classification 20.46
Defeasances and bailouts 20.243–20.248
Defined benefit pension scheme 4.69, 17.57–17.58
Defined benefit pension schemes, 

transactions 17.102–17.120
Defined benefit scheme, social insurance 4.10 a
Defined benefit vis-à-vis defined contribution 

pension schemes 17.65–17.71
Defined contribution pension scheme 4.69, 17.54–17.56
Defined contribution pension schemes, 

transactions 17.90–17.101
Defined contribution scheme, social insurance 4.10 a
Defined contribution schemes, notional, and 

hybrid schemes 17.59–17.64
Degradation of fixed assets, not allowed for in 

consumption estimates 6.13 c
Delisting of shares 5.150
Demographic assumptions in pension scheme 

calculations 17.178–17.183
Depository receipts, definition 5.143
Deposits and loans, interest 4.43
Deposits, definition 5.79
Deposits, transferable 5.80–5.84
Deposit-taking corporations except the central 

bank 2.75–2.78
Destroyed goods, after change of ownership but 

before export 3.164 c
Development assistance 20.301–20.302
Diamonds, as valuables 3.155 a
Diamonds, imports and exports of goods 3.165 b
Direct insurance 16.08–16.15
Direct insurance, measurement of output 16.21
Direct investment income 18.48–18.50
Direct payment for financial services, examples 3.69
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Disaster payments by government 4.38 g
Disasters, compensation payments by government 

for capital goods 4.165 a
Discount rate for pension scheme 

calculations 17.165–17.168
Discounted bonds 20.186 
Discounted debt securities 5.96 b
Discounted security, value of 20.179–20.181
Discoveries of sub-soil resources 6.06 c
Disposal of fixed assets, valuation 3.137
Disposals of fixed assets 3.125 b, 3.126
Distribution and use of income accounts 8.15–8.43
Distributive transactions, definition 4.01
Dividend shares 5.148 c
Dividends 5.46
Dividends attributable to collective investment 

fund shareholders 4.70
Dividends, definition 4.53
Dividends, recording in accounts 4.57
Dividends, time of recording 4.57
Domestic staff, services 3.08 d
Donations between sectors 4.165 e
Double entry concept 1.91
Durable goods, consumer durables versus fixed 

assets 7.97
Dwelling services by owner-occupiers 3.08 c
Dwellings, definition Annex 7.1
Economic appearance of assets 6.06
Economic disappearance of non-produced assets 6.07
Economic policy concepts 1.49
Economic territory 2.05–2.06, 18.06–18.07
Economic use, change in 6.06 f
Economically active population, definition 11.10
Economically significant prices 20.19–20.22
Economically significant prices, conditions for 20.23
Economically significant prices, definition 3.19
Economy, definition 2.01
Education allowance 4.104 b
Education and health services, market versus non-

market output 3.85
Education services, expenditure by non-residents, 

as export of service 3.173 j
EIB, EIF, ECB, Member State subscriptions to 19.36
Electricity, as import and export of goods 3.165 d
Employee benefit payments, wages and salaries 4.07 b
Employee expenditure on necessary personal 

items for production 3.89 g
Employee labour input at constant 

compensation 11.35–11.37
Employee stock options 4.168–4.178, 5.221–5.222
Employee stock options, definition 5.221, Annex 7.1

Employee stock options, IASB recommendations 4.170
Employee stock options, valuation 4.171, 5.223, 5.229
Employees, categories included 11.13
Employees, definition 11.12
Employees, sub-sector of households sector 2.123
Employers’ actual non-pension contributions 4.09
Employers’ actual pension contributions 4.09
Employers’ actual social contributions 4.92
Employers’ actual social contributions, definition 4.09
Employers’ actual social contributions, recording 

in accounts 4.96
Employers’ actual social contributions, time of 

recording 4.94
Employers and own account workers, households 

sector 2.122
Employers’ imputed non-pension contributions 4.10 b
Employers’ imputed pension contributions 4.10 a
Employers’ imputed social contributions, 

definition 4.10, 4.97
Employers’ imputed social contributions, 

recording in accounts 4.99
Employers’ imputed social contributions, time of 

recording 4.98
Employers’ social contributions, definition 4.08
Employment-related social insurance scheme 17.02
Employment-related social insurance schemes, 

other 4.85 b
Employment, definition 11.11
Employment, regional estimates 13.41
Employment, residence  11.17–11.19
Entertainment expenses 3.89 h 1
Entertainment originals, as capital assets 3.132 d
Entertainment originals, valuation 3.136 c
Entertainment tax 4.20 e
Entertainment, literary or artistic originals, 

definition Annex 7.1
Entitlement to future goods and services on an 

exclusive basis, definition  Annex 7.1
Entitlements to non-pension benefits, 

definition Annex 7.1
Entrepreneurial income account 8.26–8.29
Environmental satellite accounts 22.60–22.78
Equalisation provisions, role in calculating 

adjusted claims 3.74 a
Equalisation reserves, non-life insurance 5.173
Equity and investment fund shares or units 5.139–5.145
Equity and investment fund shares or units, 

balance sheet valuation 7.71–7.79
Equity and investment fund shares or units, 

definition 5.139, Annex 7.1
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Equity and investment fund shares, nominal 

holding gain 6.59
Equity investment 20.194–20.196
Equity investment in public corporations 20.193
Equity securities, examples of unlisted shares 5.148
Equity securities, exclusions 5.152
Equity transactions, valuation 5.155–5.159
Equity, definition 5.141
Equity, ownership evidence 5.142
Equity, valuation 5.159
ESA 2010 1.01–1.05
ESA 2010 compared to ESA 95 1.51–1.52
ESA 2010 compared to SNA 2008 1.50
ESA 95 1.02
ESA as a system 1.53
ESA as framework for analysis and policy 1.18–1.19
ESA compared to SNA 1.14
ESA concepts 1.20
ESA concepts — borderline issues 1.29
ESA difference in concepts from administrative 

statistics 1.25
ESA examples of uses 1.11, 1.18–1.19
ESA GFS correspondence table 20.84
ESA GFS differences in Box 20.84
ESA interest, for FISIM 14.02
ESA international compatibility 1.21
ESA, consistency over time 1.27
ESA, pragmatic approach     1.28
Establishment trade, excluded from imports and 

exports 3.160 a
EU and national resident transactions 20.291–20.293
EU budget contributions for third and fourth 

resource types 20.293 a 3
EU taxes, collected by national governments as 

agents 20.293 a 1
EU taxes, payable directly 20.293 a 1
EU VAT payments 20.293 a 3
EU, as sub-sector of ROW 2.134
Euro area, economic territory 19.04
European accounts from national accounts 19.05
European accounts, consolidation 19.44
European accounts, rest of the world 

account 19.15–19.18
European Agricultural Fund for Rural 

Development (EAFRD), investment grant 4.152
European Agricultural Guarantee Fund (EAGF), 

investment grant 4.152
European Development Fund contributions 19.35
European institution transfers to MS 19.39–19.42
European institutions 19.08–19.13
European Regional Development Fund 20.294

European Social Fund 20.294
European System of Regional and National 

Accounts (ESA) 1.01
European Union, economic territory 19.03
Exceptional loss in inventories 6.13 e
Exchangeable bonds 5.96 h
Excise duties 4.18 b 3, 4.20 a
Exclusion of measures not observable in monetary 

terms 1.44
Exclusive contracts 15.44
Exercise period, employee stock option 5.221
Exercise price of employee stock option 4.169
Existing goods, definition 3.180
Existing goods, examples 3.181
Existing goods, recording of transactions in the 

accounts 3.182
Existing goods, timing and valuation 3.183
Expectation method, adjusted claims 

measurement 3.74 a
Expenditure approach, GDP measure 8.89 b
Expenditure taxes 4.79 c
Expenditure, GFS  20.91–20.111
Expenditure, GFS components 20.91–20.92
Expenditure, GFS definition 20.70
Export credit guarantees 5.190
Export duties 4.20 k
Export subsidies 4.35 d
Exports and imports of goods 3.162–3.170
Exports and imports of goods and services 3.158–3.179
Exports and imports of goods and services, 

exclusions 3.160
Exports and imports of goods, data sources 18.26
Exports and imports of services 3.171–3.177
Exports of goods and services, definition 3.158
Exports of goods without crossing frontiers 3.164
Exports of services, definition 3.171
Exports of services, examples 3.173
Exports, allocation of FISIM 14.11
External account for goods and services 8.68–

8.69, 18.23–18.31
External account of primary income 18.46–18.47
External account of primary incomes and current 

transfers 8.70–8.71
External balance of goods and services 8.68
External capital account 18.55–18.56
External financial account and international 

investment position (IIP) 18.57–18.59
External reference rate for FISIM 14.10
Extraordinary payments to social insurance 

funds 4.38 d, 4.165 i
Extra-regio territory 13.11
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Family allowance 4.104 b
Fees for licences 4.133 b
Fifty per cent market output criterion 3.19
Film production, incomplete as work-in-

progress 3.148 b 6
Films, originals as capital assets 3.132 d
Final consumption 3.93
Final consumption expenditure 3.94–3.99
Final consumption expenditure by government, 

calculation 3.98, 3.117
Final consumption expenditure, definition 3.94
Final consumption expenditure, time of 

recording 3.110–3.112, 3.116
Final consumption expenditure, valuation 3.113–3.115
Financial account 1.126, 5.17, 8.50–8.51
Financial account, balancing item 5.18
Financial account, consolidation, definition 5.25
Financial account, external accumulation accounts 8.74
Financial assets and liabilities, balance sheet 

recording 5.16
Financial assets and liabilities, classification 7.32
Financial assets and liabilities, definition 7.28, 

Annex 7.1
Financial assets and liabilities, valuation 7.61–7.90
Financial assets, cross-border sale 3.160 c
Financial assets, definition 5.03–5.04
Financial auxiliaries 2.63, 2.95–2.97
Financial balance sheets 7.91–7.93
Financial balance sheets, non-consolidated versus 

consolidated 7.92
Financial claim, definition 5.05
Financial corporations except MFI and ICPF 2.70
Financial corporations sector, units in 2.65
Financial corporations, sector 2.55
Financial corporations, sub-sector 2.66
Financial corporations, sub-sector into public, 

private, foreign control 2.71
Financial derivatives and employee stock options, 

holding gains 6.62
Financial derivatives, categorisation 5.202
Financial derivatives, classification of settlement 

payments 20.188
Financial derivatives, definition 5.199, Annex 7.1
Financial derivatives, exclusions 5.220
Financial derivatives, uses 5.200
Financial derivatives, valuation 5.201, 5.223–5.229
Financial instruments, denominated in foreign 

currency 7.39
Financial instruments, use of term in monetary 

and financial statistics 5.15
Financial intermediaries 2.57–2.62

Financial intermediation 2.57, 3.64, 14.01
Financial intermediation and the government 

boundary 20.32–20.34
Financial intermediation services indirectly 

measured (FISIM) 3.70–3.72
Financial lease, definition 5.134
Financial lease, distinction from other leases 5.135
Financial leases 15.04, 15.13–15.22
Financial leases, interest 4.48
Financial leasing 3.129 g
Financial leasing, time of recording of capital 

formation 3.134 a
Financial services in pension schemes 17.161
Financial services, acquiring and disposing of 

financial assets and liabilities 3.73
Financial services, as export of service 3.173 g
Financial services, components 3.63
Financial services, direct or indirect payment 3.68
Financial services, direct payment 3.69
Financial services, restriction to financial 

institutions 3.67
Financial transaction with interest payment as 

counterpart 5.43
Financial transaction with property income as 

counterpart 5.41–5.48
Financial transaction with transfer 

counterpart 5.36–5.40
Financial transactions, accounting rules 5.32–5.35
Financial transactions, classification Annex 5.1
Financial transactions, classified by 

currency 5A.1.18–20
Financial transactions, classified by income 5.A1.08
Financial transactions, classified by interest 

rate 5.A1.09–5.A1.12
Financial transactions, classified by maturity 5.A1.13
Financial transactions, definition 5.01–5.02
Financial transactions, negotiability 5.A1.04–5.A1.06
Financial transactions, time of recording 5.49–5.51
Financial transactions, valuation 5.19–5.22
Financial vehicle corporations engaged in 

securitisations (FVC) 2.90
Fines and penalties, definition 4.132
Fines and penalties, exclusions 4.133
Fines and penalties, time of recording 4.134
Finished goods, inventories of 3.148 c
Fiscal operations 20.204
Fisher index, spatial comparisons 10.03
Fishery products, international waters 3.164 a
Fishing boats 2.05
FISIM as intermediate consumption 3.89 j
FISIM in volume terms 14.14
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FISIM, allocation by region 13.40
FISIM, calculation 14.01, 14.11
FISIM, data requirements 14.07
FISIM, household consumption of 3.95 e
FISIM, impact on GDP 14.04
FISIM, imports and exports 18.44–18.45
FISIM, only for financial intermediaries 14.03
FISIM, producing sectors 14.06
FISIM, reference rate 3.72, 14.08
FISIM, sector allocation 14.11
FISIM, trade credits and advances 5.235
Fixed assets, definition Annex 7.1
Fixed assets, tax 4.23 b
Fixed assets, valuation 7.42
Flash estimates, quarterly accounts 12.21–12.22
Floating platforms 2.05
Flows 1.65
FOB valuation 3.168
FOB valuation, proxies 3.170 
Footballer’s contracts, as non-produced assets 3.190 d
Foreclosures 6.11
Foreign controlled non-financial corporations 2.54
Foreign currency, holding gains and losses 6.51
Foreign direct investment (FDI), nature of 

investment breakdown 7.98
Foreign direct investment enterprise 4.65
Foreign direct investment, provision of services 

included 3.160 b
Foreign exchange swaps 5.212
Forward rate agreements (FRAs) 5.214
Forward rate agreements, payments 4.47
Forwards, definition 5.207
Founders’ shares 5.148 c
Free on board (FOB) valuation 3.168
From whom-to-whom’ matrices, European 

accounts 19.26–19.27
From whom-to-whom’ financial account 5.52–5.55
Full-time equivalence 11.32–11.34
Functional classifications 22.11–22.12
Functional classifications and product groups 22.20
Functional satellite accounts 22.21–22.32
Funds set aside for future capital acquisition 3.130 f
Furniture, household own account production 3.08 b 5
Futures 5.208
Gambling tax 4.20 f
Gambling winnings, taxes 4.78
Gas, as import and export of goods 3.165 d
GDP components 1.134
GDP three approaches to measuring 1.133
General government expenditure and revenue 8.100
General government sector, defining 20.05–20.07

General government, sector 2.110–2.113
General government, sub-sectors 2.112, 20.56–20.67
General sales tax on imports 4.18 b 4
Generation of income account 1.120, 8.16–8.20
Geometric depreciation method for calculating 

capital consumption 3.144
GFS framework 20.68–20.75
GFS presentation 20.72
GFS, additional accounts 20.73
Gifts between living persons, tax 4.80 a
Gifts of food, clothing, blankets, etc. to NPISHs 4.126 b
Gifts, small, as imports and exports 3.165 l
Globalisation — measurement issues for ESA 1.16–1.17
Gold accounts, allocated 5.62
Gold accounts, unallocated 5.63
Gold bullion 5.07, 5.61
Gold bullion, appearance and disappearance 6.22–6.24
Gold loans 5.67–5.68
Gold swaps 5.66, 5.133
Gold, diamonds held as inventories 3.148 a
Gold, monetisation and demonetisation 5.65
Goods and services account 1.116, Chapter 24
Goods and services account, rest of the world 8.78–8.82
Goods delivered to non-resident affiliates as 

exports 3.165 i
Goods for processing, imports and 

exports  18.27, 18.33–18.37
Goods for processing, no change of ownership, 

excluded from trade 3.166 d
Goods for resale 3.148 d
Goods for resale, definition Annex 7.1
Goods in transit, excluded from imports and 

exports 3.166 a
Goods processed abroad, change in inventories 3.149
Goods received from non-resident affiliates, not 

for processing, as imports 3.165 j
Goods shipped to embassies, military bases, etc., 

excluded from trade 3.166 b
Goodwill and marketing assets, balance sheet 

valuation 7.59–7.60
Goodwill and marketing assets, change in value 6.06 h
Goodwill and marketing assets, definition 3.192
Goodwill, recording of 3.193
Government accounts, consolidation 20.152–20.161
Government accounts, economic reality over legal 

form 20.164
Government accounts, GFS balancing 

items 20.112–20.115
Government assistance to NPISHs 4.126 c
Government assumption of abnormal pension 

charges for a public enterprise 4.38 i
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Government-backed pension schemes 17.77
Government balance sheets 20.142–20.151
Government bonds, valuation 20.182
Government change in net worth due to saving 

and capital transfers 20.115–20.117
Government contributions to international 

organisations 4.122 a
Government currency and deposits 20.119
Government current transfers to households, not 

social benefits 4.138 h
Government debt  20.143
Government debt securities 20.120
Government equity and investment fund shares 20.122
Government expenditure by function 

(COFOG) 20.109–20.111
Government expenditure GFS, links to ESA 

government final expenditure 20.105–20.108
Government exports 3.165 g
Government final consumption expenditure 20.106
Government final consumption expenditure, own 

account production 3.98 a
Government finance statistics (GFS), 

presentation 20.68–20.161
Government finance statistics (GFS), role of 20.03
Government financial transactions, 

valuation 20.125–20.128
Government goods and services, imports and 

exports 18.31
Government guarantees, non-life insurance 4.116
Government interest, recording of 20.176–20.183
Government liabilities transactions 20.129–20.134
Government loans 20.121
Government long-term trade credits 20.132
Government monetary gold and SDR holdings 20.124
Government net lending/borrowing, 

GFS 20.112–20.114
Government net worth measure 20.146–20.148
Government other accounts receivable    20.123
Government other changes in volume of 

assets 20.140–20.141
Government output, measuring 20.107
Government payments for market goods provided 

to households 4.38 j
Government permits 15.32–15.40
Government purchase of shares 4.38 h
Government purchases as social transfers in kind 3.98 b
Government receipt of payments from 

international organisations 4.122 b
Government revaluation account 20.136–20.139
Government suppliers, market or non-market 

criteria 20.25–20.28

Government taxes, accrual accounting 20.172–20.175
Government transfers to corporations to cover 

losses 4.38 e
Government units 20.05–20.07
Government units, borderline cases 20.35–20.55
Government units, classification by decision tree 20.17
Government units, identifying 20.08–20.12
Government, economic functions 20.02
Government, lump sum payments for pension 

obligations 20.273–20.275
Government, role of 20.01
Grant date, employee stock option 4.169, 5.221
Grants for interest relief 4.156
Grants, GFS 20.89
Gross and net balancing items 8.06
Gross and net recording, allowing for capital 

consumption 3.145
Gross capital formation 3.122–3.157
Gross domestic product at market prices (GDP) 8.89
Gross fixed capital formation 3.124–3.138
Gross fixed capital formation, allocation to 

regions 13.33
Gross fixed capital formation, exclusions 3.130
Gross fixed capital formation, time of recording 3.134
Gross fixed capital formation, valuation 3.135
Gross national income at market prices (GNI) 8.94
Gross national income resource, European 

accounts 19.34
Gross recording of financial transactions, 

definition 5.24
Gross value added by region 13.34–13.39
Groups of corporations 2.15, 2.16
Growing crops, work-in-progress 3.148 b 1
Guarantees, definition 5.09–5.10, Box 5.1
Guarantees, through financial derivatives 5.11, Box 5.1
GVA to GDP, for regions 13.43
Head offices 2.14
Head offices, non-financial corporations 2.46
Head offices, public 20.35–20.37
Health satellite accounts 22.79
Health services, expenditure by non-residents, as 

export of service 3.173 j
Hire purchase 15.20–15.22
Historic monuments, recognition 6.06 a
Holding companies 2.14
Holding gain 6.28
Holding gains and losses 1.83–1.84
Holding gains and losses on fixed assets 3.130 d
Holding gains, taxes 4.78
Holding loss 6.28
Holiday homes, as export of service 3.173 k
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Holiday homes, output measurement 3.75
Homogeneous branch, grouping of homogeneous 

units 2.154
Homogeneous production, units of 2.153
Homogeneous products 10.13–10.15
Hotels, restaurants, café output 3.63
Hours actually worked 11.28
Hours worked, definition 11.27
Houseboats 3.129 a
Household consumption of FISIM 3.95 e
Household final consumption expenditure, 

exclusions 3.96
Household final expenditure on purchases 

abroad 3.176 b
Household income accounts by region 13.49–13.55
Household own account production of goods in 

ESA 3.08
Household production retained for 

consumption 3.95 b 2
Household production satellite accounts    22.89–22.95
Household purchases funded by social transfers 4.109
Households’ acquisition and disposal of 

valuables  3.156 c
Households’ actual non-pension contributions 4.100 b
Households’ actual pension contributions 4.100 a
Households’ actual social contributions, 

definition 4.100
Households’ actual social contributions, recording 

in accounts 4.100
Households’ actual social contributions, time of 

recording 4.100
Households’ non-pension contribution 

supplements 4.101 b
Households’ pension contribution supplements 4.101 a
Households’ social contribution supplements, 

definition 4.101
Households, allocation of FISIM use 14.12
Households, sector 2.118–2.119
Households, sub-sectors 2.120
Housing and accommodation services, wages and 

salaries in kind 4.05 b
Hybrid pensions scheme 17.62
ICT equipment, definition Annex 7.1
Illegal transactions 1.79
Import duties 4.18 a
Import subsidies, definition 4.34
Imports and exports of goods, examples 3.165
Imports and exports of goods, exclusions 3.166
Imports and exports of goods, on change of 

ownership 3.162
Imports and exports of goods, valuation 3.168

Imports and exports of services, timing of 
recording 3.177

Imports and exports, valuation 8.69
Imports of goods and services, definition 3.159
Imports of goods, valuation in supply-use tables 3.168
Imports of services, definition 3.172
Imports of services, examples as mirror image of 

exports examples 3.174
Imports, calculation of FISIM 14.13
Improvements to fixed assets beyond ordinary 

repair and maintenance 3.129 f
Improvements to fixed assets, as new assets 3.131
Improvements to land 3.128
Incidental sales, GFS  20.81–20.82
Income approach, GDP measure 8.89 c
Income in kind, as household final consumption 

expenditure 3.95 b
Income in retirement 17.40
Income measures, deflation 10.07
Income taxes 4.78
Index-linked debt securities 5.100, 20.187
Index-linked securities, interest 4.46 c
Indirect measurement, regional accounts 13.30
Individual consumption of goods and services, 

definition 3.101
Individual consumption of government by 

Coicop 3.105
Individual services 4.108
Industry by industry input-output tables 9.60
Industry classification 2.151
Industry, allocation of FISIM use 14.15
Industry, as a group of local KAUs 2.149
Inflation-linked bonds 5.100
Inheritance taxes 4.80 a
Initial public offering (IPO) 5.149
Input-output framework 1.136
Input-output tables use in analysis 9.62
Input-output tables, extensions for analysis 9.63
Input-output tables, symmetric 1.140–1.141
Installation charges, fixed asset ownership transfer 

costs 3.133 a
Installation of equipment abroad, as export of 

service 3.173 f
Institutional unit 1.55, 1.57, 2.01
Institutional units, definition 2.12
Institutional units, examples 2.30
Institutional units, rest of the world  18.09–18.11
Insurance auxiliaries, output measurement 16.85
Insurance claims 16.14
Insurance corporations 2.100–2.104
Insurance corporations and pensions funds (ICPF) 2.69
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Insurance corporations, function 2.59
Insurance other than social insurance 16.03
Insurance output, definition 16.46–16.49
Insurance policies as social insurance 17.06
Insurance policy 16.05
Insurance policy, conditions to be part of social 

insurance scheme 4.87
Insurance policy, parties involved 16.06
Insurance premium tax 4.20 g
Insurance premiums 16.14
Insurance services, as export of service 3.173 h
Insurance services, implicit service charge as 

household consumption 3.95 f
Insurance technical reserves 4.68
Insurance technical reserves, definition 16.43
Insurance technical reserves, types in Europe 16.44
Insurance types 2.103 Box
Insurance, general definition 16.01
Insurance, institutional units 16.19
Insurance, investment income attributed to policy 

holders 16.66
Insurance, pension and standardised guarantee 

schemes 5.168–5.197
Insurance, pension and standardised guarantee 

schemes, holding gains 6.60–6.61
Insurance, pension and standardised guarantee 

schemes, valuation 7.80–7.85
Insurance, rest of the world  16.62–16.63
Insurance, tax on premiums 16.26
Integrated economic accounts 8.83–8.87
Integrated system of price and volume 

indices 10.08–10.09
Intellectual property products (IPPs), 

valuation 3.136, 7.43–7.44
Intellectual property products, definition Annex 7.1
Intellectual property products, measurement of 

production of 3.86
Intellectual property products, result of mineral 

exploration 3.132 b
Intellectual property products, result of research 

and development 3.132 a
Inter-bank FISIM 14.11
Inter-bank positions, definition Annex 7.1
Interest arrears 5.44
Interest charge loading, payment for financial 

services 3.70
Interest on ECB loans 19.38
Interest on EIB loans 19.37
Interest rate swaps 5.211
Interest rate swaps, interest 4.47
Interest relief grants, subsidies 4.37 c

Interest, adjustments for FISIM 4.51
Interest, definition 4.42
Interest, GFS expenditure 20.100–20.101
Interest, other 4.49
Interest, recording in accounts 4.52
Interest, time of recording 4.50–4.51
Interim dividends 20.207
Intermediate consumption 3.88–3.92
Intermediate consumption, definition 3.88
Intermediate consumption, exclusions 3.90
Intermediate consumption, recording in 

accounts 3.91–3.92
Intermediate consumption, time of recording 3.91
Internal reference rate for FISIM 14.09
International Accounting Standards Board 

(IASB) 21.04
International Accounting Standards Committee 

(IASC) 21.02
International accounts of the balance of 

payments 18.20–18.21
International and supranational organisations, 

capital transfers 20.293 e
International and supranational organisations, 

financial transactions 20.293 f 
International and supranational organisations, 

transactions 20.291–20.300
International cooperation, current 20.293 d
International Financial Reporting Standards 

(IFRS) 21.02
International investment position (IIP) 7.06
International Public Sector Accounting Standards 

Board (IPSASB) 21.04
International transactions, tax 4.23 d, 4.79e
International waters, goods produced as exports 3.164 a
Interspatial price and volume indices 10.48–10.56
Intra-EU deliveries, categorisation of imports and 

exports 3.161 a
Intrastat valuation of goods imported and 

exported 3.170 d
Intra-unit transactions 1.67–1.69
Inventories, definition Annex 7.1
Inventories, finished goods, definition Annex 7.1
Inventories, materials and supplies, 

definition Annex 7.1
Inventories, other work-in-progress, 

definition Annex 7.1
Inventories, valuation 7.46–7.47
Inventories, work-in-progress on cultivated 

biological assets, definition Annex 7.1
Inventories, work-in-progress, definition Annex 7.1
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Investment fund shares or units other than MMF 

shares or units, definition 5.165
Investment fund shares or units, balance sheet 

valuation 7.79
Investment fund shares or units, 

definition 5.160, Annex 7.1
Investment funds 2.61
Investment grants 4.38 c, 4.152–4.163
Investment grants in kind 4.153
Investment grants to general government 4.159
Investment grants to household sector 4.158
Investment grants to NPISHs 4.160
Investment grants to rest of the world 4.161
Investment grants, definition 4.152
Investment grants, recording in accounts 4.163
Investment grants, time of recording 4.162
Investment income attributable to collective 

investment fund shareholders 4.70
Investment income attributable to insurance 

policy holders, definition 4.68
Investment income attributed to insurance policy 

holders 5.48
Investment income payable on pension 

entitlements 4.69
Investment trusts 5.161
Jewellers’ acquisition of valuables 3.156 d
Jewellery, as valuables 3.155 c
Jobs, definition 11.22
Jobs, residence 11.24–11.25
Joint ventures 20.319–20.320
Joint ventures, sector classification 20.49–20.52
Labour accounts and SAM 22.96–22.98
Land 3.187
Land and building overseas, net operating surplus 

received by residents 4.60
Land improvements, balance sheet valuation 7.50
Land improvements, definition Annex 7.1
Land purchase by households 3.96 c
Land versus buildings classification 7.52
Land, balance sheet valuation 7.50–7.52
Land, buildings or other assets used in production, 

tax 4.80 c
Land, cross-border sale 3.160 c
Land, definition Annex 7.1
Land, exclusions 3.188
Land, valuation 3.189
Landfill sites, clean-up costs 3.129 h
Large gifts between sectors 4.165 e
Laspeyres index 10.20
Leases, difference between operating, resource and 

financial leases 15.04

Leases, transactions by type 15.05
Legacies between sectors 4.165 e
Legal forms of producer units, allocation to 

sectors 2.134–2.142
Leontief Inverse 9.58
Levies on imported agricultural products 4.18 b 1
Liabilities, definition 5.06
Licence fees for use of intellectual property rights, 

as export of service 3.173 l
Licence payments by households 4.79 d
Licence payments by households, exclusions from 

taxes 4.80 d
Licence, permit payments by households as 

payments for services 3.95 h
Life insurance 3.74 b
Life insurance and annuity entitlements, balance 

sheet valuation 7.81
Life insurance and annuity entitlements, 

definition 5.174, Annex 7.1
Life insurance output, calculation 16.52
Life insurance, annuity and pension entitlements, 

change in expectations 6.14 c
Life insurance, definition 16.09
Life insurance, output measurement 3.74 b
Life insurance, transactions 16.68–16.72
Light weapons 3.129 c
Listed shares, balance sheet valuation 7.71–7.72
Listed shares, definition 5.146, Annex 7.1
Listing of shares 5.150
Livestock change 3.129 d
Livestock driven across frontiers, as imports and 

exports of goods 3.165 e
Livestock, balance sheet valuation 7.48
Loan, features of 5.113
Loans 5.112–5.133
Loans versus debt securities 5.120–5.123
Loans versus deposits 5.117–5.119
Loans versus trade credit and trade bills 5.124–5.125
Loans, balance sheet valuation 7.70
Loans, classification 5.115–5.116
Loans, definition 5.112, Annex 7.1
Loans, exclusions 5.138 
Loans, holding gains and losses 6.58
Loans, low interest, wages and salaries in kind 4.05 k
Loans, other types 5.136–5.137
Loans, reclassified to debt securities 5.122
Loans, sub-categories 5.116
Local government 2.116
Local government, definition 20.65–20.66
Local KAUs as market producers 3.38
Local KAUs as non-market producers 3.39
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Local KAUs as producers for own final use 3.38
Local kind-of-activity units (local KAUs) 1.56, 

1.58–1.60, 2.147–2.148
Long-term debt securities, definition Annex 7.1
Long-term loans 5.115 b
Long-term loans, definition Annex 7.1
Long-term maturity, definition 5.A1.14
Losses of enterprises accumulated over several 

years, transfer from government  4.165 b
Losses on government trading organisations, 

subsidies 4.35 b
Losses to inventories, valuation 3.152
Lost goods, after change of ownership but before 

export 3.164 c
Lotteries and gambling, definition 4.135
Lotteries and gambling, service charge 4.135
Lottery tax 4.20 f
Low frequency payments, quarterly 

accounts 12.18–12.20
Machinery and equipment, definition Annex 7.1
Maintenance and repairs, ordinary 3.130 a 2
Manuscripts, originals as capital assets 3.132 d
Marginal calls in cash under a repurchase 

agreement (repo) 5.132
Market/non-market criteria, definition of sales 

and production costs   3.33
Market/non-market delineation 20.19–20.34
Market/non-market test 20.29–20.31
Market output by non-market producers, 

valuation 3.52
Market output, definition 3.17
Market output, examples 3.18
Market producers, definition 3.24
Market regulatory agencies, sector 

classification  20.53–20.54
Market research 3.89 f 3
Market valuation of financial instruments 7.38
Market versus non-market output 1.37
Market versus non-market, distinguishing 

characteristics 3.32
Market, non-market and own final use producers, 

distinction between 3.27
Marketable operating leases 15.43
Marketable operating leases, as assets 7.58
Marketable operating leases, definition as 

assets Annex 7.1
Materials and supplies, inventories of 3.148 a
Maturing trees and livestock, work-in-

progress 3.148 b 2
Meals and drinks, wages and salaries in kind 4.05 a
Medical services, social benefits 4.104 d

Medical treatment, social transfer in kind 4.110
Medicine, social transfer in kind 4.110
Memorandum item, consumer durables, 

definition Annex 7.1
Memorandum item, foreign direct investment, 

definition Annex 7.1
Memorandum item, non-performing loans, 

definition Annex 7.1
Memorandum items, balance sheets 7.94–7.108
Merchanting as exports and imports with no 

frontier crossing 3.164 d
Merchanting, rest of the world 18.38–18.43
Military equipment 3.129 b
Military expenditure 20.190–20.192
Military inventories, definition Annex 7.1
Military spending, long-term contracts 20.191
Mineral and energy reserves, balance sheet 

valuation 7.53
Mineral and energy reserves, definition Annex 7.1
Mineral exploration and evaluation, 

definition Annex 7.1
Mineral exploration, valuation 3.136 a
Mirror flows, European accounts 19.19
Miscellaneous current transfers 4.125–4.139
Miscellaneous current transfers, definition 4.125
Missing taxes not evidenced by tax assessments 4.82
Mixed income 8.19
Mixed interest rate debt securities 5.102 
Mixed methods, regional accounts 13.28
Mobile homes 3.129 a
Monetary authorities 5.58
Monetary Financial Institutions (MFIs) 2.67
Monetary gold 5.60
Monetary gold and SDRs, holding gains and 

losses 6.46–6.47
Monetary gold and special drawing rights, balance 

sheet valuation 7.62–7.63
Monetary gold swaps 5.66
Monetary gold, definition 5.57, Annex 7.1
Monetary gold, transactions 5.64
Monetary versus non-monetary transactions 1.70
Money lenders 2.98
Money market fund shares or units, 

definition 5.164, Annex 7.1
Money market funds (MMFs) 2.60, 2.79–2.81
Monopoly imports by public enterprises 4.18 b 6
Monopoly profits of public enterprises, 

transferred to State 4.20 j
Movable equipment, as international trade 3.164 b
Multi-employer pension scheme 17.76
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Multi-employer social insurance scheme, output 

measurement 3.74 d 4
Multi-territory enterprises 18.17
Museum acquisition of valuables 3.156 e
Museum entrance fees, at not economically 

significant prices 3.95 i
Mutual funds 5.161
NACE Rev.2 (Classification of industries) Chapter 23
National disposable income 8.95
National private non-financial corporations 2.53
National wealth 7.05
Nationalisation 20.214–20.216
Natural assets 7.26
Natural assets, other, valuation 7.54
Natural growth of forests, etc. 6.06 d
Natural resources 3.186
Natural resources, balance sheet valuation 7.50–7.54
Natural resources, definition Annex 7.1
Natural resources, transfer to economic 

resources 6.06 e
Needs giving rise to social benefits 4.84
Negotiable financial instruments, balance sheet 

valuation 7.61
Net domestic product at market prices (NDP) 8.90
Net financial assets 7.10
Net lending/borrowing for the economy 8.98
Net lending/net borrowing 5.17
Net non-life direct insurance premiums 4.112
Net non-life insurance premiums, definition 4.112
Net non-life insurance premiums, recording in 

accounts 4.113
Net non-life insurance premiums, time of 

recording 4.113
Net non-life reinsurance premiums 4.112
Net recording of financial transactions, definition 5.23
Net recording, allowing for capital consumption 3.145
Net reinsurance claims 4.116
Net reinsurance premiums 4.116
Net social contributions, definition 4.91
Net worth 7.02
Net worth of the economy 8.99
Netting 1.110–1.111
Netting, financial account 5.28–5.31
Netting, financial account, definition 5.28
Neutral holding gains and losses account 8.57
Neutral holding gains and losses, definition 6.38
New products in price and volume 

estimates 10.26–10.27
New shares, valuation 5.155
Nominal holding gains and losses, definition 6.27
Nominal valuation of financial instruments 7.39

Nominal value versus market value, financial 
instruments 7.39

Non-cultivated biological reserves, definition Annex 7.1
Non-financial assets 7.21
Non-financial assets, contract, leases and licences 7.27
Non-financial assets, definition Annex 7.1
Non-financial assets, own account, valuation 7.36
Non-financial corporations sector, definition 2.45
Non-financial corporations sector, units in 2.46
Non-financial corporations, sub-sectors 2.50
Non-financial quasi-corporations 2.47
Non-life insurance 16.12
Non-life insurance claims, definition 4.114
Non-life insurance claims, recording in accounts 4.117
Non-life insurance claims, time of recording 4.117
Non-life insurance output, calculation 16.51
Non-life insurance output, measurement 3.74 a
Non-life insurance service charges as intermediate 

consumption 3.89 i
Non-life insurance technical reserves, balance 

sheet valuation 7.80
Non-life insurance technical reserves, 

definition 5.169, Annex 7.1
Non-life insurance, accounting entries 16.64–16.67
Non-life insurance, payment for 3.74 a
Non-life insurance, uses 16.58–16.61
Non-market output, definition 3.23
Non-market output, free 3.23
Non-market output, payments 3.23
Non-market output, reasons for  3.23
Non-market output, valuation 3.49
Non-market producer revenue 3.41
Non-market producers, definition 3.26
Non-MMF investment fund shares or units, 

definition Annex 7.1
Non-monetary gold, as valuables 3.155 a
Non-monetary gold, as valuables for central 

bank 3.156 a
Non-monetary gold, imports and exports 3.165 a
Non-money market funds (non-MMF) 2.60, 2.83–2.86
Non-observed activities, wages and salaries in 

kind 4.05 m
Non-observed economy 11.26
Non-participating preference shares 5.97
Non-payable tax credits 4.81
Non-pension benefits, entitlements 5.187
Non-performing loans, balance sheet valuation 7.99
Non-performing loans, definition 7.101
Non-performing loans, memorandum 

items 7.100–7.108
Non-performing loans, national conventions 7.102



 Index

644 European system of accounts — ESA 2010 

Non-performing loans, recording of 7.105–7.108
Non-produced assets, definition 3.184
Non-produced, non-financial assets 7.50–7.60
Non-produced, non-financial assets, 

definition 7.24, Annex 7.1
Non-profit institutions serving households 

(NPISHs), sector 2.129–2.130
Non-residential buildings, output measurement 3.80
Notional defined contribution scheme 17.60–17.61
Notional resident unit 2.09, 2.29, 18.15–18.16
NPIs in government 20.13–20.16
NPIs serving business 3.35
NPISH final consumption expenditure 3.97 
NPISHs to government current transfers 4.138 a
NPISHs to rest of the world, current transfers 4.138 f
NPISHs, non-financial corporations 2.46
Nuclear power stations, decommissioning costs 3.129 h
Off-market swaps, government accounts 20.133
Oil, produced in international waters 3.164 a
One-off guarantees 5.09 a, Box 5.1, 20.253–20.257
Opening balance sheet 8.61
Operating lease 3.130 a 3, 15.04, 15.08–15.12
Operating lease services, output measurement 3.81
Operating leases, marketable as non-produced 

asset 3.190 a
Options versus forwards 5.209 
Options, definition 5.203
Options, service charge recording 5.204
Original maturity 5.A1.15–5.A1.16
Other accounts receivable/payable 5.230–5.232
Other accounts receivable/payable, definition 5.230
Other accounts receivable/payable, excluding 

trade credit and advances 5.240–5.244, 
Annex 7.1

Other accounts receivable/payable, exclusions 5.244
Other accounts receivable/payable, holding gains 

and losses 6.63
Other accounts receivable/payable, valuation 7.90
Other buildings and structures, definition Annex 7.1
Other capital transfers 4.164–4.167
Other capital transfers, definition 4.164
Other capital transfers, recording in accounts 4.167
Other capital transfers, time of recording 4.166
Other changes in assets 1.80
Other changes in assets account, external 

accumulation accounts 8.75–8.76
Other changes in assets accounts 8.52–8.59
Other changes in the volume of assets and 

liabilities 1.81, 6.02–6.05
Other changes in the volume of assets and 

liabilities, categories 6.05

Other changes in volume account 1.129
Other changes in volume of assets account 8.53
Other current expenditure, GFS 20.102–20.103
Other current taxes 4.79
Other current transfers 4.112–4.140
Other deposits, definition 5.85, Annex 7.1
Other deposits, examples 5.86
Other deposits, exclusions 5.87
Other employment-related pensions schemes, 

transactions 17.87–17.89
Other equity, balance sheet valuation 7.76–7.78
Other equity, definition Annex 7.1
Other equity, examples 5.154
Other financial intermediaries, apart from 

ICPF 2.86–2.94
Other financial services 3.66
Other flows, definition 6.01
Other intellectual property products, 

definition Annex 7.1
Other investment income 4.68–4.71
Other investment income, recording in accounts 4.71
Other machinery and equipment, definition Annex 7.1
Other miscellaneous current transfers 4.132–4.139
Other miscellaneous current transfers, recording 

in accounts 4.139
Other miscellaneous current transfers, time of 

recording 4.139
Other monetary financial institutions  2.68
Other natural resources, definition Annex 7.1
Other revenue, GFS 20.85–20.90
Other social insurance benefits, definition 4.104
Other structures, definition Annex 7.1
Other subsidies on production, definition 4.36
Other subsidies on products 4.35
Other taxes and production subsidies, price and 

volume estimates 10.42
Other taxes on production, definition 4.22
Other transferable deposits, definition Annex 7.1
Other unlisted investment fund shares or units 

other than MMF 5.165–5.166
Other valuables, definition Annex 7.1
Output for own final use, definition 3.20
Output for own final use, valuation 3.45
Output of finished products 3.47
Output, definition 3.14
Output, time of recording 3.42
Output, valuation 3.16, 3.43
Outworker payments, piecework rates 4.07 e
Overcompensation of VAT 4.37 d
Overdraft on current accounts 5.136 b
Overdraft on transferable deposit account 5.136 a
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Overfunding of pension scheme 17.78
Own account capital formation 3.22
Own account construction of dwellings, by 

households 3.08 b 1
Own account gross fixed capital formation, time 

of recording 3.134 b
Own account production 3.08
Own account research and development 3.22 e
Own funds, definition    7.07
Own production, wages and salaries in kind    4.05 e
Owner-occupied dwelling services, user cost 

method 3.79
Owner-occupied dwellings services, stratification 

method 3.76–3.78
Owner-occupied dwellings, service output, 

measurement 3.75
Ownership of land and buildings, tax 4.23 a
Ownership principle (change of) as basis for 

recording imports and exports 18.23–18.24
Ownership transfer costs 3.133
Ownership transfer costs of capital assets, taxes 3.133 c
Ownership, legal versus economic 1.90
Paasche price and Laspeyres volume indices, 

advantages 10.21
Paasche price index 10.20
Paintings, as valuables 3.155 b
Paper money not in circulation, as imports and 

exports of goods 3.165 c
Parallel markets for products 10.17
Parcel post, as imports and exports of goods 3.165 f
Participating preference shares 5.148 d
Partitioning transactions 1.76–1.78
Partnerships, non-financial corporations 2.46
Passenger transport, as import of service 3.175 d
Passenger transportation, as export of service 3.173 d
Payable tax credits 4.81
Payments of compensation, definition 4.136
Payments of compensation, time of recording 4.137
Payroll subsidies 4.37 a
Payroll tax 4.23 c
Payroll tax, wages and salaries 4.07 d
Peat cutting 3.08 b 4
Pension administrator 17.74
Pension entitlements under social security, not 

shown in core accounts 17.80–17.81
Pension entitlements, defined benefit scheme, 

valuation 7.83
Pension entitlements, defined contribution 

scheme, valuation 7.84
Pension entitlements, definition 5.180, Annex 7.1

Pension entitlements, households, adjustment for 
change in 4.141

Pension fund claims on pension managers 5.185–5.186
Pension funding services, implicit service charge 

to households 3.95 g
Pension funds  2.105–2.109
Pension funds, function 2.59
Pension funds, sector classification 2.105–2.110, 

20.38–20.39
Pension manager 17.75
Pension obligations of government 20.272
Pension scheme reforms 17.150–17.157
Pension schemes, other 

employment-related 17.49–17.53
Pension schemes, recording of flows and 

stocks 17.80–17.120
Pension schemes, types 17.41–17.42
Pensions vis-à-vis other forms of social 

benefit 17.13–17.14
Pensions, social insurance, definition 17.40
Permits as assets, issued by government 15.37
Permits as assets, issued by private corporations 15.39
Permits for specific activities 15.31
Permits for use of natural resource 15.26–15.30
Permits to undertake specific activities 3.190 c
Permits to undertake specific activities, definition 

as assets Annex 7.1
Permits to use natural resources, as non-produced 

asset 3.190 b
Permits to use natural resources, definition as 

assets Annex 7.1
Perpetual debt securities 5.96 f
Perpetual inventory method (PIM) 3.141
Plain debt securities 5.96 a
Poll taxes 4.79 b
Pollution reduction subsidy 4.37 b
Pollution tax 4.23 f
Population, estimate of total 11.05–11.09
Portable pensions 17.147
Pottery, household own account production 3.08 b 5
PPP contracts, payments classification 20.131
Precious metals and stones, definition Annex 7.1
Precious stones, as valuables 3.155 a
Premium supplements 16.27–16.31
Premium supplements, life insurance 3.74 b
Premium supplements, life insurance additions 5.177 b
Premiums earned, insurance 16.22–16.26
Premiums written, insurance 16.22
Present value of future economic benefits, 

valuation of assets 7.37
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Price and volume estimates, non-market 
services 10.28–10.30

Price and volume indices, general principles 10.12
Price and volume indices, taxes and subsidies on 

products and imports 10.36–10.41
Price and volume measures, European 

accounts 19.22–19.23
Price discrimination 10.16
Primary distribution of income accounts 8.16–8.29
Principal activity, definition 3.10
Private non-profit institutions (NPIs), definition 3.31
Private NPIs, sector classification 3.31
Private placements 5.103
Privatisation 20.210–20.211
Privatisation agencies, sector classification 20.45
Privatisation, indirect 20.212–20.213
Processing and repair, as export of service 3.173 e
Produced non-financial assets 7.42–7.49
Produced non-financial assets, definition 7.22, 

Annex 7.1
Producers for own final use, definition 3.25
Product by product input-output tables 9.60
Product transactions, recording in accounts 3.03
Product valuation 1.97
Production account 1.119, 8.10–8.14
Production approach, GDP measure 8.89 a
Production boundary 1.29–1.30
Production, definition 3.07
Production, exclusion of domestic personal 

services 3.09
Productivity and growth accounts 22.99–22.107
Productivity measures 11.38
Products, definition 3.01
Products, transaction categories 3.02
Professional charges, fixed asset ownership 

transfer costs 3.133 b
Property income, definition 4.41
Provisions for bad debt 4.165
Provisions for calls under standardised guarantee 

schemes, definition 5.188, Annex 7.1
Provisions for calls under standardised 

guarantees 5.188–5.196
Provisions for calls under standardised 

guarantees, valuation 7.85
Public corporations distributions 20.205–20.209
Public corporations, dividends versus withdrawal 

of equity 20.205–20.207
Public corporations, relations with government 20.193 
Public corporations, restructures, mergers and 

reclassifications 20.218–20.220

Public corporations, taxes versus withdrawal of 
equity 20.208–20.209

Public financial corporations, sub-sectors 20.303
Public non-financial corporations 2.51
Public–private partnerships (PPPs)     15.41, 

20.276–20.290
Public–private partnerships, accounting 

issues     20.287–20.290
Public–private partnerships, economic 

ownership     20.283–20.286
Public–private partnerships, measurement of 

production     20.290
Public producer 3.28
Public quasi-corporations 20.314–20.315
Public sector 20.303–20.320
Public sector accounts 20.303
Public sector and sub-sectors 20.303
Public sector, control 20.309–20.310
Public sector, definitions 20.303
Public special-purpose entities, 

non-resident 20.316–20.318
Publisher’s rights, as non-produced assets 3.190 d
Purchase of small tools 3.130 a 1
Purchaser’s price 3.06
Purchases abroad 3.176
Purchases less sales of goodwill and marketing 

assets, definition Annex 7.1
Purchasing power parities (PPPs) 10.49–10.56
Put option 5.203
Quadruple entry concept 1.91–1.93
Quadruple entry, financial transactions 5.32
Quality differences 10.18
Quality, price and homogeneous products 10.13–10.18
Quarterly national accounts 12.02
Quarterly national accounts versus short-term 

indicators 12.11
Quarterly national accounts, balancing and 

benchmarking 12.23–12.31
Quarterly national accounts, compilation issues 12.13
Quarterly national accounts, coverage 12.12
Quarterly national accounts, time of 

recording 12.14–12.15
Quarterly national accounts, use in annual 

accounts 12.10
Quarterly versus annual national accounts 12.03–12.10
Quasi-corporations 2.13
Quasi-corporations, sector classification 20.40–20.43
Quasi-transit trade      18.28
Radio spectra, definition as asset Annex 7.1
Real holding gains and losses account 8.58–8.59
Real holding gains and losses, definition 6.42
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Real income measures 10.46–10.47
Realised holding gains and losses 6.29
Rearranged transactions 1.72
Recipients of other transfers, sub-sector of 

households sector 2.126
Recipients of pensions, sub-sector of households 

sector 2.125
Recipients of property income, sub-sector of 

households sector 2.124
Reclassification of sector for institutional unit 6.17–6.20
Recurrent losses in inventories 3.147
Redeemed shares 5.148 b
Redistribution of income in kind account 1.124, 

8.33–8.35
Re-exports 18.28
Refunds by households of expenditure by social 

welfare organisations 4.138 e
Regional accounts, definition 13.02
Regional accounts, institutional units 13.14
Regional accounts, local KAU cases 13.17–13.21
Regional accounts, uses 13.06
Regional nomenclature, NUTS 13.12
Regional territory 13.09–13.11
Regionalisation methods 13.24–33
Reinsurance 16.16–16.18
Reinsurance, output calculation 16.55–16.56
Reinsurance, output measurement 3.74 c
Reinsurance, transactions 16.73–16.84
Reinvested earnings on foreign direct investment, 

definition 4.64
Reinvested earnings on foreign direct investment, 

recording in accounts 4.67
Reinvested earnings on foreign direct investment, 

time of recording 4.67
Remaining maturity 5.A1.17
Rent 4.72–4.76
Rent on land 4.72–4.73
Rent, definition 4.72
Rent, recording in accounts 4.76
Rent, time of recording 4.75
Rental of fixed assets 3.89 c
Rentals 15.11
Rents on sub-soil assets 4.74
Repair and maintenance 3.89 f 2
Repair and maintenance of consumer durables, 

materials for  3.95 c 2
Repossession of assets 6.11
Requited transactions 1.71
Rerouting transactions 1.73–1.75
Research and development satellite 

accounts 22.108–22.109

Research and development, as fixed capital 
formation 3.89 f 4

Research and development, conditions for 
inclusion in ESA accounts 3.127 (7)

Research and development, definition 3.82, Annex 7.1
Research and development, measurement of 

output 3.83
Research for intellectual property products, 

incomplete as work-in-progress 3.148 b 5
Residence 18.08
Residence, border workers 2.10
Residence, definition 2.04
Residence, households 2.10
Residence, seasonal workers 2.10
Residence, students 2.10
Resident units 1.61–1.63
Resource lease 15.05, 15.23–15.25
Rest of the world account, special character 18.01–18.02
Rest of the world accounts 1.117, 8.65–8.77
Rest of the world current accounts, balancing 

items 18.22
Rest of the world sector vis-à-vis the domestic 

economy 8.67
Rest of the world sector, units in 2.44
Rest of the world transactions, exceptions to 

resident/non-resident  2.132
Rest of the world, geographical breakdown 18.18–18.19
Rest of the world, sector 2.131–2.134
Rest of the world, sequence of accounts 18.03
Rest of the world, sub-sectors 2.133
Restructuring agencies, sector classification 20.44
Retained earnings attributable to collective 

investment fund shareholders 4.70
Retained earnings, branches overseas 4.59
Retained earnings, foreign direct investment 

enterprise 4.66
Retirement homes, social benefits 4.104 e
Revaluation accounts 1.129, 8.54–8.56
Revenue transaction, GFS, definition 20.76
Revenue, GFS components 20.76
Revenue, GFS definition 20.70
Revenue, GFS, description 20.76–20.90
Risks giving rise to social benefits 4.84
Royalties for use of intellectual property rights, as 

export of service 3.173 l
Rules of accounting 1.88
Sale recognition criteria for 

securitisation 20.260–20.266
Sales tax 4.20 (i)
Sales, examples for hospital 3.34
Sales, GFS revenue item 20.80–20.84
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Salt mining, household own account 
production 3.08 b 4

Satellite accounts, advantages 22.10
Satellite accounts, characteristics 22.06
Satellite accounts, design and compilation 22.46–22.54
Satellite accounts, examples 1.40
Satellite accounts, extra detail and supplementary 

concepts 22.43–22.44
Satellite accounts, modelling and experimental 

results 22.45
Satellite accounts, non-monetary data 22.42
Satellite accounts, purpose 1.41, 1.43
Satellite accounts, 2008 SNA and other examples 22.07
Satellite accounts, uses 22.04
Saving 8.96
Saving bonus payments by government 4.138 d
Scrip dividend shares, valuation 5.157
Sculptures, as valuables 3.155 b
Seasonal adjustment, outliers 12.44
Seasonal adjustment, pre-treatment 12.44
Seasonal and calendar adjustments, quarterly 

estimates 12.40–12.51
Seasonal factors in production 3.58 b
Seasonal price change, as quality change 3.153
Seasonality, definition 12.40
Seasonally adjusted chain-liked volume series, 

compilation sequence 12.45–12.51
Secondary activity, definition 3.11
Secondary distribution of income account 1.122, 

8.30–8.32
Secondary income (current transfers) of BPM 

6 18.51–18.54
Secondary market output by non-market 

producers, valuation 3.51
Sector accounts, criteria for allocation to 1.35
Sectors 2.31
Securities lending versus securities repurchase 5.128
Securities lending, definition 5.126
Securities repurchase, definition 5.127
Securities, accrued interest recording 20.181
Securitisation 5.104–5.110, 20.258–20.269
Securitisation schemes 5.106
Securitisation, definition 5.104, 20.258
Securitisation, financial corporation, independent 

versus controlled 5.109
Securitisation, recording of flows 20.269–20.271
Securitisation, sale recognition criteria 20.262–268
Self-employed persons, categories included 11.16
Self-employed persons, definition 11.15
Separate trading of registered interest and 

principal securities (Strips) 5.96 e

Sequence of accounts 1.113–1.115, 8.01–8.09
Sequence of accounts (diagram) 1.118
Service charge for investment fund management 4.70
Service concession contracts 15.42
Service tax, specific 4.20 h
Services for collective consumption, definition 3.102
Services of owner-occupied dwellings 3.95 a
Services, breakdown in balance of payment 

statistics 18.30
Settlement of non-life insurance claims 4.115
Severance allowances, social benefits 4.104 c
Share buyback 5.151
Shares in circulation, valuation 5.156
Sheep reared for wool 3.129 d
Ships and oil rigs, incomplete as work-in-

progress 3.148 b 4
Short-term debt securities, definition Annex 7.1
Short-term liabilities 5.114
Short-term loans 5.115 a
Short-term loans, definition Annex 7.1
Short-term maturity, definition 5.A1.14
Significant household production, description 3.08
Silver bullion, imports and exports of goods 3.165 b
Sinking fund provision, debt securities 5.96 f
Small repairs and interior decoration of 

dwellings 3.95 c 1
Smuggled goods, as imports and exports 3.165 k
Social accounting matrix (SAM), example of 

satellite account 1.42
Social assistance 4.85 c, 17.04–17.05
Social assistance benefits in cash, definition 4.105
Social benefits 17.08
Social benefits by non-government units 17.12
Social benefits expenditure, GFS 20.97–20.99
Social benefits from government 17.09–17.11
Social benefits in cash, recording in accounts 4.107
Social benefits in cash, time of recording 4.106
Social benefits other than social transfers in 

kind 4.102–4.107
Social benefits, exclusions 4.86
Social benefits, pension entitlement reductions 5.183
Social benefits, risks and needs giving rise to 4.84
Social contributions 8.32
Social contributions and benefits, definition 4.83
Social contributions to government, assessment 

based 4.95 a
Social contributions to government, cash receipts 

based 4.95 b
Social insurance 16.02
Social insurance benefits other than 

pensions 17.15–17.16
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Social insurance scheme by employer, output 

measurement 3.74 d 2
Social insurance scheme run by insurance 

corporation, output 3.74 d 3
Social insurance scheme, employment-related 4.89 b
Social insurance schemes, definition 4.88, 17.01
Social insurance schemes, examples 17.03
Social insurance schemes, other 

employment-related 17.20–17.21
Social insurance schemes, other employment-

related non-pension 17.29–17.39
Social protection satellite account 22.110–22.122
Social security benefits in cash, definition 4.103
Social security entitlements other than pension 

entitlements 17.19
Social security funds 2.117, 20.12
Social security non-pension benefits in cash 4.103
Social security pension benefits in cash 4.103
Social security pension schemes 17.43–17.48
Social security schemes 4.85 a, 4.89 a, 17.02
Social security schemes other than pensions, 

definition 17.17–17.19
Social security schemes, not in core accounts 17.22
Social security schemes, output measurement 3.74 d 1
Social security schemes, purpose 3.74 d 1
Social security, definition 20.67
Social transfers in kind 4.108–4.111, 8.33–8.34
Social transfers in kind – government and NPISH 

non-market production 4.109
Social transfers in kind – market production 

purchased by government and NPISHs 4.109
Social transfers in kind reimbursed by social 

security 3.96 a
Social transfers in kind, definition 4.108
Social transfers in kind, recording in accounts 4.111
Social transfers in kind, time of recording 4.111
Sound recordings, originals as capital assets 3.132 d
Special drawing rights (SDRs) 5.69–5. 73
Special drawing rights (SDRs), definition 5.69, 

Annex 7.1
Special drawing rights, creation and 

allocation 5.70–5.71
Special-purpose entities (SPEs) 2.17–2.20
Special-purpose entities (SPEs), classification of 

non-resident 20.48
Special-purpose entities (SPEs), classification of 

resident units 20.47
Special-purpose entities, non-resident government 

controlled 20.48
Special-purpose units of government 2.27
Special sector satellite accounts 22.33–22.41

SPEs, residence criteria 18.10
Sponsorship by corporations, not advertising or 

services 4.138 g
Sports, recreation and holidays, wages and salaries 

in kind 4.05 f
Staff training 3.89 f 3
Stamp tax 4.20 b
Standardised guarantee schemes, provisions for 

calls 6.14 d
Standardised guarantees 5.10, Box 5.1 
Standardised guarantees versus one-off 

guarantees 5.197
Standardised loan guarantee schemes, output 

measurement 3.74 e
Standardised loans 5.123
State government 2.115
State government, definition 20.63–20.64
Stepped debt securities 5.102 c
Stock of produced fixed assets and inventories, 

price and volume estimates 10.45
Stock options, wages and salaries in kind 4.05 l
Stock repurchase 5.151
Storage services, output measurement 3.58
Straight line depreciation method for calculating 

capital consumption 3.143
Strike price, employee stock option 4.169, 5.221
Structural Funds 20.294–20.295
Structured securities 5.A1.07
Structures, incomplete as work-in-progress 3.148 b 3
Student loan guarantees 5.190
Subscriptions to non-profit business 

organisations 3.89 e
Subscriptions to NPISHs by households 3.96 e
Subscriptions to trade unions, political, sporting 

and religious organisations 4.126 a
Subsidies 20.197
Subsidies from supranational organisations 20.293 b
Subsidies on products, definition 4.33
Subsidies on products, specification of amount 4.33
Subsidies, definition 4.30
Subsidies, GFS 20.90
Subsidies, recording in accounts 4.40
Subsidies, time of recording 4.39
Sugar, isoglucose and inulin syrup, production 

charges, European accounts 19.31
Super-dividends 4.55–4.56
Supplementary table for pension schemes in social 

insurance 17.121–17.160
Supply and use framework as a consistency check 1.135
Supply and use tables 1.137–1.139
Supply and use tables, accounts flows 9.08
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Supply and use tables, balancing 9.51
Supply and use tables, basic prices to purchasers’ 

prices 9.33
Supply and use tables, basis for consistent 

estimates of GDP 9.15–9.17
Supply and use tables, classifications 9.20–9.29
Supply and use tables, data sources 9.50
Supply and use tables, description 9.03–9.05
Supply and use tables, estimation of national 

accounts measures 9.18
Supply and use tables, imports and exports 

classifications 9.29
Supply and use tables, imports valuation 9.46
Supply and use tables, industry and product 

classifications 9.22
Supply and use tables, product classification 9.26
Supply and use tables, row and column identities 9.06
Supply and use tables, supplementary information 9.49
Supply and use tables, taxes less subsidies on 

production and imports 9.40–9.45
Supply and use tables, trade and transport 

margins 9.34–9.39
Supply and use tables, valuation 9.30–9.39
Supply and use tables, volume estimates 9.14, 9.18 e
Supranational authorities, sector classification 20.55
Surface water 3.187
Swaps 5.210–5.213
Swaps, definition 5.210
Symmetric input-output tables 9.09
Symmetric input-output tables, derived from 

supply-use tables 9.56–9.57
Synoptic presentation of accounts 8.08
Tax assessments as source of data 4.27 a
Tax authorities fines and penalties 4.133 a
Tax credits 4.81, 20.167–20.168
Tax data sources 4.82
Tax on capital, occasional 4.80 b
Tax revenue 20.165–20.170
Tax revenue, recording 20.171–20.175
Taxes and duties on imports excluding VAT, 

definition 4.18
Taxes and social contributions, GFS 20.77–20.79
Taxes on capital, current 4.79 a
Taxes on financial and capital transactions 4.20 c
Taxes on income, definition 4.78
Taxes on ownership transfer of capital assets 3.133 c
Taxes on production and imports paid to the 

institutions of the EU 4.25
Taxes on production and imports, data 

sources 4.27 a, b
Taxes on production and imports, definition 4.14

Taxes on production and imports, non-observed 
activity 4.27

Taxes on production and imports, time of 
recording 4.26

Taxes on products, definition 4.16
Taxes on products, except VAT and import taxes, 

definition 4.19
Taxes on specific imported services 4.18 b 5
Taxes unlikely to be collected 4.165 j, 6.15 d
Technical assistance experts to developing 

countries, wages and salaries 4.122 d
Technical reserves, insurance 16.28
Technical reserves, life insurance 3.74 b
Technical reserves, non-life insurance 3.74 a
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