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INTRODUCTION

Most of the macro-economic statistics produced by
the Australian Bureau of Statistics {ABS) arc based on in-
ternational statistical standards and frameworks developed
by international agencies such as the United Nations and
the International Monetary Fund. The ABS adopts these
standards to cnsure that Australian statistics are compara-
ble with those of other countries, most of which also use
the standards, and to enable it to provide statistics 1o the
international agencies on the basis they require. Some of
the more important of these standards have been in place
for 4 long ume, and a lengthy process of revising them to
reflect current requirements for macro-economic statistics
has only recently been completed.

2. The ABS will be revising its statistics to reflect the
changed standards. This discussion paper is designed to
outling the nature of the changes that would be involved
were the ABS 10 implement the changed standards in full.
Given that it is unlikely to be feasible to achieve full im-
plementation, at least in the first instance, readers should
not assume that any particular change indicated in the pa-
per will be implemented. The feasibility of implementing
a particular change will depend on scveral factors dis-
cussed in the paper, including the importance of
implementing the change from the users’ perspective.

THE STANDARDS INVOLVED

3. Central among the standards that have been revised
is the United Nations™ “A Svsiem of National Accounts”
{SNA). The cdition currently used by the ABS in compil-
ing the Australian national accounts was published in
1968, The revised version was released in late 1993 under
the auspices of five international organisations: the
Commission of the European Comumunities. the Interna-
tionai Monetary Fumd. the Organisation for Economic
Co-operation and Development, the United Nations and
the World Bank. The work of revising the standards docu-
ment was undertaken from the mid cighlies under the
guidance of experts from member countries and was final-
ised by an inter-secretariat working group from these
prganisations. The ABS participated in this process
through attendance at meetings of experts and by provid-
ing detailed comments on drafts of the manual. The
revised document, which became available to the ABS in
early 1994, is entitled "System of National Accounts
1993", It will be referenced throughout this discussion pa-
per as "SNAG3".

4. Also subject to revision are standards promulgated
by the International Monetary Fund (IMF) relating to bal-
ance of payments, money and banking and government
finance statistics. In revising these standards the IMF is
aiming to "harmonise” the siandards with SNA93. "Har-
monisation” means ensuring that concepts that are
common to the IMF standards and SNA93 are defined in
the same way, while allowing for different concepts to be
applied where they are uniquc to onc of these fields of
statistics. Where concepts arc compongnts or extensions of
SNA concepts they must be defined to be consistent with
the SNA concepts.

5. Revision of only one of the IMF standards is com-
plete at this time. The fourth edition of the IMF's
"Balance of Payments Manual”. published in 1977, was
superseded in 1993 by a fifth edition. This document will
be referenced throughout this discussion paper as
"BPMS5". It became available to the ABS in late 1993. The
ABS was a prominent participant in the process of revi-
sion. which was similar 10 that applying to SNA93.

6. The revistons still in process affect the IMF’s “A
Guide to Money and Banking Statistics in International
Financial Siatistics”, first issued in 1984, and "A Manual
on Government Finance Statistics™ (GFS), first issued in
1985, The former is to be replaced by a document entitled
"Manual on Monetary and Financial Statistics”. an anno-
tatcd outline of which has been circulated for comment
among member countries, The new document is expected
to be releascd in 1996. The revision of the GFS manual
has just begun and it is not yet clear whether the current
title will be retaincd. The revision is not expected 10 be
completed for several years.,

7. The discussion in this paper is restricted to the ef-
fects on ABS statistics of introducing the revised
standards contained in SNA93 and BPMS3. The ABS may
release similar papers relating to the standards on mone-
tary and financial statistics and government finance
statistics when {inal versions of those standards are avail-
able.

PURPOSE OF THE PAPER

8. The broad aim of this discussion paper ts to acquaint
users of ABS macro-economic statistics with the range of
information that would be available were the ABS to im-
plement all of the changes and innovations recommended
in SNAY3 and BPMS5, To achicve this the paper makes
broad comparisons of the information that would be avail-
able with full implementation with the information that is
available now. The paper also describes conceptual
changes that will alter the values recorded for statistics
provided currently. The intention is to nse the document
as a basis {or discussions with major users of the statistics
10 determine their prioritics among the changes and inno-
vations that would be introduced to the statistics if the
revised standards were implemented in full.

9. Consistent with Australia’s responsibility 10 produce
internationally comparablc macro-economic statistics, the
ABS will implement the new international standards as (ar
as possible. However, the ABS is conscious that it will
not be able to marshall the resources necessary to imple-
ment all of the recommendations, at least in the first
instance. Some of the changes rccommended also might
not be feasible because information necessary (0 support
them might not be available from the records of respon-
dents to surveys, or from administrative sources that
provide data from which the statistics are compiled. The
ABS will have to decide which of the feasible changes
have highest priority and should therefore be implemenied
first. The priorities of users will be a major factor to be
taken into account in making these decisions. It is hoped
that this paper will play an important role in this decision
making process. in that light, the ABS would wclcome



submissions from users on the matters raised in the paper,
or on the priorities they consider the ABS should follow.,
Submissions, preferably in writing, should be made either
through the consultation processes outlined in paragraphs
186 and 187, or dircctly, t© the contacts named at the end
of this paper.

THE STATISTICS AFFECTED

10. The satistics that will be affected by implementation
of the revised standards are the Australian national ac-
counts (ANA), including the financial accounts, capiial
stock estimates, State accounts and input-ouiput tables,
and the international accounts, including balance of pay-
ment statistics and statistics of Australia’s intemational
investment position. The main ABS publications in which
these statistics appear {including related publications pro-
viding details of concepts, sources and methods nsed) are:

s Australian Natienal Accounts: National Income,
Expenditure and Product — quarterly (Cat. No.
5206.0), — annual (Cat. No, 5204.0).

»  Australian National Accounts: Concepts, Sources
and Methods — iregular (Cat. No. 5216.0).

e Australian National Accounts: Siate Accounts —
quarterly (Cat. No. 5242.0), annual (Cat. No.
5220.0).

e Australian National Accounts: Financial Acconnts
— quarterly (Cat. No. 5232.0).

® Australian National Accounts: Capital Stock —
annual (Cat. No. 5221.00.

*  Australian National Accounts. Input—Ouiput Tables
— three yearly (Cat. No, 5209.0).

o Australian National Accounis: Multifactor Produc-
tivity — annual (Cat. No. 5234.0).

» Balance of Paymenis, Austrelia — monthly (Cat.
No. 5301.0) — quarterty (Cat, No, 5302.0), — an-
nual (Cat. No. 5303.0),

*» [nternational Investment Position, Australia —
quarterly {Cat. No. 5306.0}, annual — (Cat. No.
53(05.0).

o Balance of Payments, Australia: Concepis, Sources
and Methods — wrregular (Cat, No. 5331.0).

o [nternational Trade in Services — annual (Cat. No.
5354.0).

IMPLEMENTATION TARGET DATES

I1. Implementing the revised standards entails a process
that will be long and complicated. Apart from consulting
with users of the statistics, the ABS will have to test the
availability of information from respondents to its surveys.
or from administrative sources. Computer systems for
processing the information will have to be aliered or re-
designed, Methods will have to be devised and applied for

revising historical daia series to ensure continuity with
statistics compiled on the new bases. Publications will
have to be changed to reflect the new standards and stafl
will have to be trained in the new concepts.

12, Clearly, the amount of work to be done is dependent
to a high degree on the extent of the changes to be intro-
duced which. as indicated abovce, has vet to be decided.
Nevertheless the ABS has had to sct target dates for the
first release of statistics on the revised basis. Some of the
target dates are bascd on meeting international reporting
commitments and, as such, will not be subject (o change.
Therefore, in most cascs the extent of the initial imple-
mentation of the revised standards will be tailored to
enable these target dates to be met. The target dates for
cach of the publications listed above are as follows:

Reference Publication
Cat No Period {a) Dare
5206.0 * June qur 1997 October 1997
5204.0 1996-97 May 1998
5216.0 n.a. December 1998
52420 * June gtr 1997 November 1997
5220.0 1996-97 May 1998
52320 June qtr 1997 November 1997
5221.0 1996-97 May 1998
5209.0 1994-95 June 1997
5234.0 1996-97 May 199%
5301.0 ** October 1997 November 1997
5302.0 ** Scpt qtr 1997 November 1997
5303.0 #k* 1996-97 June 1998
5305.0 *** 1996-97 June 1998
5306.0 ** Sept gqtr 1997 November 1997
5331.0 n.a, December 1969
5354.( *** 1996-97 June 199¥

(a) Historical data will also be published to ensure that consistent
time serics are available,

¥ For these publications statistics on both the new and old bases
will be published for the reference period shown to enable users to
gauge the impact of the changes on the statistics. The date shown is the
target date of release of the publication on the revised basis: the pubii-
cation on the current basis will be released at the usuval time.

** For these publications an information paper will be published
prior to release of statistics on the revised hasis. The information paper
will describe the changes being introduced and will provide compansons
of statistics on the former and revised bases.

*** These publications are to be combined in a single publication
to be relcased at the date shown.

SUMMARY OF MAIN DIFFERENCES

13. This section provides a broad summary of the main
differences between SNA93 and the current ANA and be-
tween BPMS and Australian intermational accounts. A
more delailed account follows in later sections. The sum-
mary is provided to give readers an overview of the naturc
of the main differences thal exist and to enable them to
gain a general impression of the effects full implcmenta-
tion of the revised standards could have on the ABS
statistics. The summary discusses SNA93 and BPMS
separately,



Main Differences in SNA93

14, The most obvious differences are in the structure and
content of the accounts. Full implementation of SNA93 in
the ANA would increase the number of accounts consid-
erably by subdividing existing accounts and by adding
new accounts. The increase in the number of accounts
would also increase the number of "balancing items", or
major residual items. Nearly all items in the existing ac-
counts would have a counterpart in the new accounts and
there would be a number of new items, most of which
would be recognising items covered implicitly in the ex-
isting accounts but not recorded separately.

15. There are two new income accounts in SNA93 intro-
ducing new concepts of disposable income and
consumption. One of these accounts adds "Net social
transfers in kind” to "Disposable income” to arrive at a
new concept: "Adjusted disposable income”. "Social trans-
fers in kind™ are non-monetary social benefits provided by
government and non-profit institutions serving house-
holds, for example free education and health services. The
other new account divides final consurnption between “in-
dividual” and “collective” consumption. "Individual”
consumption relates to consumption of goods and services
pr(wlded 0 individual economic units (e.g., health serv-
ices). "Collective” consumption relates to goods and
services provided 1o the community at large {e.g., de-
fence).

16, SNA93 provides a fully integrated set of accounts
covering stocks (assets and liabilities) as well as flows
(transactions). This includes balance sheets, which have
not to date been included in the ANA but are 0 be pub-
lished soon. The balancing item in the balance sheets is
"net worth". SNA93 provides a set of new accounts to re-
cord events other than transactions that underlie changes
in net worth. These include an account which records non-
monetary changes in net worth arising from events such
as catastrophic losses. growth of natural resources, discov-
ery of new mineral deposits, ¢tc. Monetary changes in net
worth are recorded in a "Revaluation Account”, which
identifies holding gainsflosses and distinguishes those that
are due to changes in the general level of prices from
those due to exceptional changes in value of particular
classcs of assets and liabilitics.

17. There are more institutional sectors and sub-sectors
in SNA93 than in the ANA. The most important differ-
ence is that SNAO3 includes a sector for non-profit
institutions serving households. It also includes more sub-
sectors within the financial enterprises and households
sectors than in the ANA. As well, rigorous application of
the SNA93 definition of "quasi corporate” enterprises
would increase the number of unincorporated enterprises
included in the corporate sector in the ANA. The treat-
ment of ancillary activities in SNA93 also differs in some
respects from their treatment in the ANA. For relevant
sub-sectors SNA93 reccommends a breakdown between
domestic and foreign controlled enterprises that is not pro-
vided in the ANA,

18. SNA93 includes a more detailed classification of as-
sets and liabilities than the ANA, and extends the
coverage of assets in the ANA, particularly in relation to
cultivated assets and natural vesources. "Valuables” (e.g..
precious stones, antigues, etc) are separately identified, as
are classes of intangible assets such as patents. copyrights
and goodwill. Some classifications having no equivalent
in the ANA are to be found in SNA93, for example, a
"Classification of the Purposes of Non-Profit Institutions
Serving Houscholds” and a "Classification of Outlays of
Producers by Purpose”.

19. A targe number of other conceptual and methodo-
logical differences are introduced in SNA93 but only a
small number of these would have a marked effect on the
statistics presented in the ANA. Among the more impor-
tant differences is the introduction of full allocation of
what has been known as the "imputed bank service
charge” but is now labelled "Financial intermediation
services indirectly measured” (FISIM). "Fuil allocation”
means debiting this imputed service charge (0 borrowers
as well as lenders, in all institutional sectors and in the
Rest of the World Account. In the ANA, the imputed bank
service charge is allocated only in relation (o bomowers
and is allocated only between households and the financial
sector.

20. The concept of capital formation ts extended in
SNA93. It now includes defence expenditures treated in
ANA as current expenditure (e.g.. expenditures on airfields,
hospitals, cic capable of use for civilian purposes). 1t also
includes expenditurés on mineral exploration. on computer
software (including software produced in-housc} and on en-
tertainment. literary and antistic originals. The growth of
breeding livestock in capital formation was treated in the
1968 SNA as part of production and capital formation and
continues (o be so treated in SNA93. However, the ANA has
not adopted this treatment to daee and so its adoption would
result in a significant change to the ANA.

21. The production boundary is extended in SNA93 to
include more own account production than covered in the
ANA. As well, under the 1968 SNA and SNA93. workers
compensation premiums are included with employees’ re-
muneration whereas, in the ANA, payments of workers’
compensation claims rather than premiums are included as
remuneration, In SNA93, interest is recorded on a full ac-
crual basis compared with the "due for payment” method
currently used in the ANA. Another major diflerence in-
troduced in SNA93 is that reinvested camings made by
enterprises deemed to be "direct investors” are to be re-
corded as property income flows (i.e.. as recetpts by
Australians deemed to be direct investors overseas and as
payments by Australian enterpriscs in which direct invest-
ment from overseas has occurred). Equivalent flows are
imputed in the capital account.

22, While it is 1mpoqs:ble to estimate the overall impact on
measured GDP ® of adopting SNAY3 in full, indicative es-
timates of the impact of particular changes are as follows:

(a) In 1993, Australia’s GDP was approsimately SA416 biltion.



+ 3A1 billion
+ $A4 billion
+ $A! billion

Own use production by households

FISIM

Workers™ compensation

Entertainment, etc originals to be
capitalised

Computer software, etc 10 be capitatised

Mineral exploration to be capitalised

Growth of breeding livestock

+<$A1 billion
+ SA1 billion
+ SA1 billion
+ $A5 billion.

23. SNA93 recommends use of "chain volume indexes"
to estimate changes in the volume of GDP. These indexes
provide pricc weights that always reflect the current situ-
ation instead of having to be rebased cvery five years or
s0. They have disadvantages however, and may be intro-
duced in the ANA as a supplement 10 existing methods
{or providing constant price data.

24. The differences in SNA93 described above affect all
relevant components of the ANA, including input-output
statistics, capital stock estimates. State accounts and the
financial accounts.

25. SNAY3 introduccs the concepts of "social accounting
malrices” (SAMs) and satellite accounts. The ABS will
consider introducing some accounts based on these
concepts, SAMs and satellite accounts provide alternative
measures which are consistent with, and ablc to be related
to, the major aggregates in the main accounts. In general,
they focus on providing information related to specific
social and policy issues such as income distribution,
labour markets, ultimate financing of consumption and
environmental matters, They incorporate additional data
not included in the main accounts, including physical and
other non-monetary data. SNA93 provides only general
guidance on these concepts but is more specific on
"mntegrated environmental and economic accounting”, This
represents an extension of the main accounts to provide
more information on the depletion and degradation of
natural resources and on the implicit flows generated.

Main Differences in BPM5

26. The broad structure and content of balance of pay-
ments and international investment statistics recommended
in BPMS differ from the structure and content of
Australia’s current balance of payments and international
investment statistics. At the broadest level, the most
obvious changes are to the structure of the accounts, with
the existing current and capital account dichotomy being
exiended with the introduction of a new (third) accoumt,
the Capital Account. This new account mainly covers a
restricted range of transfers (reclassified from the existing
current account), as well as transactions in non-produced,
non-financial assets. The existing Capital Account has
been renamed the Financial Account. As well, there are
significant changes in the structures and classifications
adopted within the accounts thal are obvious when the
summary accounis are comparcd. Less obvious are a
number of conceptual and definitional changes under
BPM35 which would significantly change the scope of

similarly named components of Australia’s existing inter-
national accounts statistics,

27. The Current Account under BPMS contains lour
main components (goods, services, income. transfers),
which broadly correspond to the merchandise. services,
income and unrequitcd transfers components of the exist-
ing current account, although the composition of the
components differs. While the BPMS5 category "Goods",
which corresponds to the "Merchandise” catcgory in
Australia’s balance of payments, includes some minor
items currently included in "Services" (e.g.. goods for
processing, repairs to goods, goods procured in ports). the
"Services", "Income" and "Transfers" components in
BPMS5 are quite different in composition from the
corresponding components in the existing accounts.

28. The more significant changes to Services that would
arise from implementing BPMS in Austraba’s balance of
payments accounts include:

s an cxpanded breakdown of the types of services;

e the incorporation of fees earned on financial
derivatives transactions and implicit fees on foreign
¢xchange transactions; and

e the reclassification of royaltics and licence fees
from Income to Services.

29. The Income component of the current account of
BPMS3 identifies, at the broadest level, "Compensation of
employces” and "Investment inceme”. which roughly
correspond to the "Labour income” component of the
existing item "Labour and other income” and the "lovest-
ment income™ compenent of the existing ttem "Property
income”. The primary distinction made in the Austrahian
current account between "official” and "non-official” in-
vestment tncome is nol made in BPMS, The other major
differences in fncome between the current Australian treat-
ment and BPMS include:

= the separate identification of portfolio investment
income from other investment income;

o a diffcrent measure of direct investment income
due to the different definition of direct investment:

= the adoption of full accrual accounting for the
recognition of interest income;

o the reclassification ol royalties and licence fees
from Income 10 Services,

¢ the inclusion of net flows associated with certain
types of financial derivatives (e.g., interest rate
swaps); and

¢ the measurement of reinvesied eamnings on the
basis of current operating performance including
current replacement cost depreciation.



30. An issue vet to be addressed for Australia’s macro-
economic statistics is the difference between the SNA93
and BPM5 recommendations regarding a new item {0
record financial intermediation services indirectly
measured. While BPMS does not recommend that these
imputed service charges be separated from actual interest
flows in the balance of payments, SNA93 does recom-
mend this separation in the compilation of the national
accounts, including the rest of the world account. If the
imputation is to be adopted in Australia’s national
accounts, then the ABS will need to determine whether to:

s adopt different standards in its national and inter-
national accounts; or

o reduce the measure of interest income in the bal-
ance of payments and reclassify the reduction to
the services component to reflect the provision of
the imputed service.

3I. User views on the desirability of conforming to
either international standard, and of consistency within
Ausiralia’s macro-economic accounts. will influence the
ABS’s decisions on this issue. as will the size of the trans-
actions involved and the practicability of making the
appropriate estirnates.

32. The major difference between the Australian sys-
tem's current presentation of unrequited transfers and the
BPMS treatment of Transfers is the separate identification
of capital transfers. BPMS identifies capital transfers, ex-
cludes these transactions from the current account and
reclassifies them to the new capital account. The other ob-
vious difference between the current Australian practice
and the BPMS5 treatment of current {ransfers, apart from a
different sector breakdown (official/nan-official in the
former and government/ather in the later). is the different
ilemisation provided at the detailed level.

33. The new BPMS Capital Account includes capital
transfers., reclassified from the existing current account
component unrequited transfers, and the acquisition and
disposal of "non-produced, non-financial” assets {e.g.,
e¢mbassy land, patents, copyrights). As with current
transfers. the other major differences are in the sector
breakdowns and the detailed itemisation provided,

34. The new Financial Account corresponds broadly to
the existing Australian capital account. However, as well
as providing additional instrument, sector and maturity
detail. BPMS5’s hierarchical structure provides a different
emphasis within the account. The primary split is not by
sector. Though BPMS includes sectors within the classifi-
cation, it is only at somc of the more detailed levels
following type of capital, asset/liability, and type of
mstrument. Other major dilferences between the current
Australian practice and BPMS include the recognition of
transactions in financial derivatives, changes to the defini-
tion of direct investment and the separate identification of
portfolio investment. Also, were they to be implemented,
the most wide ranging differences would be the BPMS
recommendations in relation to cross classification of port-
folio and other investment according to whether the

overseas counerparties (o transactions belong to one of
four sectors: monelary authorities, gencral government,
banks, other: and the separate identification of liabilitics
that constitute cither foreign authoritics’ reserves, or ex-
ceptional financing for the Australian authorities.

35. The main differences between BPMS and Australia’s
international investmeni position. apart frem differences
that parallel those affecting the financial account, are: the
wider definition of gross external debt to include all li-
abilities other than equity; and the dissection of changes
in levels to identify those attributable to price change. In
addition, to conform with requirements for the national ac-
counts, gains and losses arising from exchange rate and
price changes would need to be split between neutral and
real holding gains and losses. Neutral gainsflosses relate
to changes in the general price Jevel or exchange rate; real
gains/losses relate to atl other changes for particular
classes of assets and liabilities.

36. The foregoing discussion of main differences be-
tween the revised international standards and the standards
applied in the relcvant existing Australian statistics pro-
vides a broad indication of the nature of changes to the
Australian statistics that have to be considered by the
ABS. The following sections of this paper describe the
differences in detail. As noted above, not all of the
changes suggested by the differences will be implemented
by the ABS, at least in the first instance. The cxtent of
implementation of changes will depend on the time and
resources available to the ABS and the views of users.

CHANGES TO ANA THAT WOULD RESULT
FROM FULL IMPLEMENTATION OF SNA93

37. This section summarises the information the ANA
would include were the ABS to implement SNAY3 in full
and comparcs that information with the information pro-
vided in the current ANA. The section {irstly compares
the scope. structurc and broad level of content of the ta-
bles recommended in SNA93 with those presented in the
ANA. Secondly, comparisons are made between the major
classifications recommended in SNA93 with those cur-
rently in use. Finally, the section looks at somc of the
changes to concepts introduced in SNAY3.

Scope, Structure and Broad Content of the Accounts
38. SNA93 provides a fully integrated set of macro-
economic accounts designed 1o measure all the economic
stocks (¢.g., assets, liabilities) and flows (c.g., production. in-
come, conswnption, capital accumulation) occurring within
an economy, Although the 1968 SNA covered most of these
accounis, some parts of the system were not as well articu-
lated as they are in SNA93 and ihe integration of the various
parts of the system was not as clear.

39. Since the ABS has not implemented all of the com-
ponents of the 1968 SNA, full implementation of SNAY3
would introduce somc accounts that arc not new in the
revised SNA. Readers should therefore bear in mind that
the foliowing discussion compares accounts that SNA93
recommends with the accounts the ANA include now. The
differences identified are therefore not due entirely to
changes introduced by the revised SNA93 but also reflect



those elements carried forward from the 1968 SNA that
the ABS has not implemented. This applies particularly to
balance sheets and the associated accounts although, as
the paper indicates, the ABS is about to rclcase experi-
mental national bhalance sheets.

40. SNA93 recommends that national accounts compilers
consider presenting national accounting information in a
variety of formats, some of which are beyond the scope
of this paper. The paper will discuss the accounts consid-
ered central in the system, including those which can be
related readily to the existing ANA, The Section headed
"Social Accounting Matrices and Satcllite Accounts " be-
low outlines some of the possible extensions of the system
that might be considered once the strategy for developing
the central accounts has been detennined.

41. The set of accounis from SNA93 that are compared
below with the ANA accounts are the "goods and serv-
ices” account, the full set of accounts described as relating
to institutional units and sectors (the "institutional ac-
counts”), and the rest of the world account. The
institutional accounts are the accounts that record the
transactions and balances of institutional units (corpora-
tions, government units, non-profit institutions and
households) classified by institutional scctor (see discus-
sion of institutional sectors in the section headed
“Classifications” below). They are grouped in SNA93 into
“current accounts”, "accumulation accounts” and "halance
sheet” accounts, as shown in Table 1 below. Table 1 com-
pares the main accounts in SNA93 with their nearest
equivalent in the ANA,

TABLE 1: LINK BETWEEN CENTRAL TABLES IN SNA93 WITH TABLES IN ANA

SNA93

ANA

Transactions accounts
Goods and services account

Production account {part)

Production account

Production account (part)

Distribution and use of income accounts:
Generation of income account
Primary distribution of income account
Secondary distribution of income account
Redistribution of income in kind account
Use of disposable income account
Use of adjusted disposable income account

Production account {part)
Income and outlay account {part)
Income and outlay account (part)
No equivalent

Income and outlay account (part)
No equivalent

Accumulation accounts

Capital account
Financial account
Other changes in assets account

Revaluation account
Neutral holding gains/losses account
Real holding gains/losses account

Capital account
Financial transactions account
No equivalent

No equivalent

Balance sheets

Opening balance sheet
Changes in balance sheet account
Closing balance sheet

No equivalent *
No equivalent *
No equivalent *

External transactions accounts

Rest of the world account

Overseas transactions account

* However, the ABS is shortly to publish experimental national balance sheets — see paragraph 42.

42. As can be seen from Table 1, the ANA domestic
production account corresponds to the goods and services
account, the production account and the generation of in-
come account in SNA93. The ANA national income and
outlay account corresponds to three SNA93 accounts: the
primary and secondary distribution of income accounts
and the uses of income account. Although the ANA has
not to date included balance sheets, the ABS is soon 1o
publish national (but not sector) balance sheets. These will
incorporate data relating to fixed assets derived from the
capital stock estimates published in Australian National

Accounts: Capital Stock (Cat. No. 5221.0) and data on fi-
nancial asscts and liabilities derived from Australian
National Accounts: Financial Accounts (Cat. No. 5232.0),
together with experimental estimates of the value of
sub-soil assets, livestock, land and timber tracts.

43. A comparison of each of the ANA accounts listed in
Table 1 with the comresponding SNA93 accounts follows.
As well, a broad description is given of the main SNA93
tables for which there is cumrently no equivalent in the
ANA. The comparison is made for broad summary tabics



and is made separately for the ANA domestic production
account, national income and outlay account, national
capital account, financial account and overseas transac-
tions account. In cach of the tables presented below, the
item names are followed in parenthesis by the name of the
corresponding item in the alternative system, or by the
algorithm to derive the corresponding item, It should be
noted. however, that the correspondence between items
this presentation identifies is not necessarily exact. Some
of the items are affected by conceptual and definitional
changes which are discussed in the section below headed
"Other Changes".

44, SNA93 adopts the convention of naming opposite
sides of the current accounts and the goods and services
account “resources” and "uses". This convention is fol-
lowed for the SNA93 accounts presented below. To
preserve overall balance in the system, SNA93 shows re-
sources on the left hand side and uses on the right hand
side of the transactions accounts, and on the reverse sides
of the institutional accounts. That convention is also fol-
lowed in the presentation below.

45. Tt should be noted that SNA93 employs the concept
of "balancing items”, which are residual items derived to
balance each account and which are often carried forward
into another account. Most of these iiems also represent
key economic variables {¢.g., GDP, operating surplus, sav-
ing). They are shown in italics in the SNA93 accounts
presented below. The goods and services account does not
have a balancing itern as, in concept, it is a balanced ac-
count.

46. The balancing items below should not be confused
with statistical discrepancies, sometimes referred to as
"balancing items", which reflect imbalances arsing from
measurement difficulties (e.g.. the "statistical discrepancy”
in the ANA). While the necd for such items will continue,
their presentation in the SNA93 accounts is not addressed
in this paper. Similarly, the presentation of different esti-
mates of GDP (e.g., GDP (1), GDP {(E). GDP {P) and GDP
(A)) currently made in the ANA is not addressed in
SNA93 and will not be discussed in this paper. The ABS
intends to introduce a new compilation methodology in
parallel with its implementation of SNA93, based around
annual current and constant price input-output tables. This
will halance the altermnative GDP measures for the annual
national accounts. The appendix to this paper provides a
broad description of this innovation,

47. The accounts below are presented in a form required
to provide information for the economy as a whole. They
would have to be modified slightly (o present information
for individual institutional sectors but, for this discussion,
they provide sufficient indication of the content of institu-

tional accounis. SNA93 recommends that all of the insti-
tutional tables be presented for each institutional sector,
The ABS currently presents income and outlay accounts,
capital accounts and financial transactions accounts for
each institutional sector but does not present the produc-
tion account for institutional sectors. Adoption of the
SNA93 recommendation would therefore extend the range
of ANA institutional sector accounts 10 include a produc-
tion account for each institutional sector.

SNA%3 Accounts Corresponding to ANA Production
Account

48. Table 2 below compares the domestic production ac-
count from the ANA (see Table 9 in Cat. No. 5204.0)
with the corresponding tables in SNA93. The items in
brackets underneath the ANA items are the SNA93 items
most closely corresponding to those ANA items;
conversely, the items in brackets undemeath the SNA93
items are the ANA items that correspond most closety to
those SNA93 items.

49, [t can be seen that, although the content of the ANA
domestic production account is spread across three SNA93
accounts, all of the items except one in the ANA domestic
production account have a countcrpart in SNA93. The
item without a counterpart, gross national expenditure, can
be derived in the SNA9Y3 accounts. Conversely, (wo items
in the SNA93 accounts in Table 2 have no cquivalent in
the domestic production account: net domestic product in
the production accoun{ and acquisition less disposals of
valuables in the goods and services account. Apart from
conceptual changes to components (see scction below
headed "Qther Changes”), net domestic product can be de-
rived from information in the ANA (it equals GDP less
consumption of fixed capital). Acquisition less disposals
of valuables is not shown -explicitly in the ANA and is a
new item in SNA93 arising from the introduction of the
concept of "valuables" (e.g.. precious stones. works of art,
antiques). This concept is discussed further under "Other
Changes”.

50. It will also be noted from Table 2 that the item in
the ANA domestic production account called operating
surplus corresponds to an item in SNAY3 called operating
surplus/mixed income. Operating surplus and mixed in-
come are alternative names for the same concept in
SNA93: the former is used to describe the balancing item
in the generation of income account for corporations. The
latter is a new name used to describe the balancing item
in the generation of income account for unincorporated
enterprises owned by househoids. The new name recog-
nises that the operating surplus of unincorporatcd
enterprises includes remuneration for work done by the
owner as well as a return for entrepreneurship.



TABLE 2: COMPARISON OF DOMESTIC PRODUCTION ACCOUNT IN THE ANA
WITH CORRESPONDING SNAY93 ACCOUNTS

ANA Domestic Production Account

Wages. salaries and supplements
{Compensation of employees)

Final consumption ¢xpenditure
(Final consumption ¢xpenditurc}

(Gross operating surplus
(Gross operating surplus/mixed income).

Gross fixed capital expenditure
{Gross fixed capital {formation)

Gross domestic product at factor cost
(Ouiput fesr intermediate consumption)

Increase in stocks
(Changes in inventories)

Indirect taxes less subsidies
(Taxes on production and imports less subsidies)

Gross national expenditure
(Gross domestic final cxpenditure)

Exports of goods and services
(Exports of goods and services)

less Imports of goods and services
(Imports of goods and services)

Gross domestic product (1)
(Gross domestic product)

Gross domestic product (E)
{Gross domestic produci)

SNA®3 Goods and Services Account

RESOURCES

USES

Output
(less intermediate consumption equals GDP at
factor cost)

Inicrmediate consumption
(see Qutpur)

Imports of goods and services
(Imports of goods and services)

Final consumption expenditure
(Final consumption expenditure)

Taxes on products
{Indirect taxes)

Gross fixed capital formation
(Gross fixed capital expenditure)

fess Subsidies on products
{Subsidies)

Changes in inventorics
{Increase in stocks)

Acquisitions less disposals of valuables
{No equivalent)

Exports of goods and services
(Exports of goods and services)

SNA93 Production Acconnt

USES

RESOURCES

Intermediate consumption
(see Output)

Output
{(Intermediate consumption plus GDP at factor cost)

Gross domestic product
(Gross domestic product)

Consumption of fixed capital
(Consumption of fixed capital)

Net domestic product
(No equivalent)




SNA93 Generation of Income Account

USES

RESOURCES

Compensation of employees
(Wages, salarics and supplements)

Net domestic product
(No equivalent)

Taxgs on production and imports
(Indirect taxes)

less Subsidies
{Subsidies)

Gross operating surplus/mixed income
(Gross operating surplus)

SNA Accounts Corresponding to ANA National
Income and QOutlay Account

51. Table 3 below compares the National Income and
Outlay Account from the ANA (Table 10 from Cat. No.
5204.0) with the corresponding accounts in SNA93. The
items in brackets undcrneath the ANA items arc the
SNA93 items most closely corresponding to those ANA
iterns; conversely, the items in brackets undemeath the
SNAY3 items are the ANA items that comrespond most
closely to those SNA93 items,

52. It can be seen that SNA93 items corrcspending to
items in the ANA National Income and Qutlay Account
are spread across three SNA9Y3 accounts. Only one item in
the National Income and Qutlay Account (Domestic factor

incomes) does not have a corresponding item in the
SNA93 accounts shown. However, ignoring any concep-
tual changes to components {(see scction below headed
"Other Changes"), Domestic factor incomes can be de-
rived from items in the SNA93 accounts listed {it cquals
Compensation of employees plus Net operaling
surplus/mixed income).

53. 1t should be noted that SNA93 includes two tables
that are related in concept to the National income and
Outlay Account in the ANA but are not recognised explic-
itly in the ANA. These are the "Redistribution of Income
in Kind Account" and the "Use of Adjusted Disposable
Income Account”. They are discussed in the section helow
headed "SNA93 Accounts With No Eguivalent in the
ANA",

TABLE 3: COMPARISON OF INCOME AND OUTLAY ACCOUNT IN ANA
WITH CORRESPONDING SNA93 ACCOUNTS

ANA National Income and Qutlay Account

Wages, salaries and suppiemenis
{Compensation of employees}

Final consumption expenditure
(Final consumption cxpenditure)

plis Net operating surplus
(Net operating surplus/mixed income)

Saving
(Saving)

equals Domestic factor incomes

less Net income paid overseas*
{Net property income paid overseas)

Indirect taxes
{Taxes on production and imports)

less Subsidies
(Subsidies)

National income
(National Income)

less Net unrequited transfers 0 overseas
(Net current transfers paid to overseas)

National disposable income
(Disposable income)

Disposal ol income
{Disposable income)

* Fquals Net property income paid overseas plus Net labour income paid overseas less Net extraordinary insurance claims from overseas. Net
labour income paid overseas is mcluded in "Compensation of employees” in the SNAS3 account.
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SNA93 Allocation of Primary Income Account

USES RESOURCES
Net property income paid overseas * Operating surplus/mixed income
(Net income paid overseas) {Net opcrating surplus)

Compensation of cmployees
{Compensation of employees)

Taxes on production and imports
{Indirect taxes)

National income Subsidics
{National income) (Subsidies)

* SNA93 acwally shows the ilem "Property income” on both the uses and resources sides; the net ilem is shown here for ease of comparison.

SNA93 Secondary Distribution of Income Account

USES RESOURCES

Net current transfers paid to overseas* National income
(Net unrequited transfers to overseas) {National income)

Disposable income
{INatienal disposable income}

* SNAO3 actaally shows the receipts and expenditure iterns on the resources and uses sides of the account but the net items are shown here for
ease of comparison.

SNA93 Use of Disposable Income Account

USES RESOURCES

Final consumption expenditure Disposable income

(Final consumption expenditure) _ (Disposable income}

Adjustment for the net equity of Adjustment for the net equity of houscholds
households in pension funds in pension funds

(No equivalent) {No equivalent)

Saving

(Saving)

SNA93 Accounts Corresponding to ANA Capital and SNAO3 items ("gross accumulation” equals “"gross fixed
Financial Transactions Accounts capital formation” plus "changes in inventorics” plus "net
34. Table 4 below compares the National Capital lending/borrowing to overseas™; and “finance of gross ac-
Account from the ANA (Table 11, Cat. No. 5204.0) with ~ cummulation™ equals "nct saving” plus "consumption of
the comesponding account from SNAY3. The items in  fixed capital”).

brackets undemeath the ANA items are the SNA93 items ) . ) .
most closely corresponding to those ANA items; con-  35. The items in the SNA93 Capital Account having no

versely. the items in brackets underneath the SNA93 items  €quivalent in the ANA National Capital Account {"Acqui-
are the ANA items that correspond most closely to those sition less disposals of valuables from overseas” and
SNA93 items. The two items in the ANA National Capital "Acquisition less disposals of non-produced. non-financial
Account having no equivalent in SNA93 are "gross accu- assets from overseas”) vepresent new items not shown ex-
mulation” and "finance of gross accumulation”. Subject to  plicitly in the ANA. They are discussed in detail below in
conceptual differences discussed in the section below  the section headed "Other Changes”.

headed "Other Changes”, they can be derived from the



TABL.E 4: COMPARISON OF CAPITAL ACCOUNT IN ANA WITH CORRESPONDING SNA93 ACCOUNTS

ANA National Capital Account

Consumption of fixed capital
(Consumption of fixed capital)

Gross fixed capital expenditure
(Gross fixed capital formation)

Saving
(Saving, net)

Increase in stocks
(Changes in inventorics)

Net lending overseas
{(Net lending/borrowing overseas)

Finance of gross accumulation
(No eguivalent)

Gross accurmnulation
(No eguivalent)

SNA93 Capital Account

USES RESOURCES
Gross fixed capital formation Saving, net
(Gross fixed capital expendifure) (Saving)

{ess Consumption of fixed capital
(Consumption of fixed capital)

Capital wansfers receivable from overseas *

Changes in inventories
(Increase in stocks)

less Capital transfers payable to overseas *

Acquisition less disposals of valuables from overseas
(No equivalent)

Acquisition less disposals of non-produced
non-financial assets from overseas
(No equivalent)

Net lending/net borrowing to overseas
(Net lending to overseas)

* These items are covered in the ANA but are mcluded with current transfers.

56. Table 5 below compares the Financial Transactions
Account in the ANA (see Table 27 in Cat, No. 5232.0)
with the corresponding account in SNA93. The items in
brackets undemeath the ANA items are the SNA93J items
most closely corresponding to thosc ANA items; con-
versely. the items in brackets underneath the SNA93 itemns
arc the ANA items that correspond most closcly to those

SNAO93 items. At this broad level the two accounts appear
identical apart from minor differences in terminology.,
However. the breakdown of financial assets and liabilitics
in the ANA is different to the breakdown in SNAS3.
These breakdowns are compared in the section below
headed "Classifications”.

TABLE 5: COMPARISON OF FINANCIAL TRANSACTIONS ACCOUNT IN ANA WITH
CORRESPONDING SNAS3 ACCOUNT

ANA Financial Transactions Account

Net transactions tn {inancial assets
(Net acquisition of financial assets)

Net transactions in liabilities (including equity)
{Net incurrence of liabilities)

Change in fipancial position
(Nct lending/net borrowing)
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SNA93 Financial Account

CHANGES IN ASSETS

CHANGES IN LIABILITIES AND NET WORTH

Net acquisition of financial assets
{Net transactions in financial assets)

Net incurrence ot liabilitics
(Net transactions in liabilitics (including equity))

Net lending/net bormowing
(Change in financial position)

SNA93 Accounts Corresponding to ANA Overseas
Transactions Account

57. Table 6 below compares the Overscas Transactions
Account in the ANA with the corresponding accounts in
SNA93. The items in brackets nnderneath the ANA items
are the SNA93 items most closely corresponding to those
ANA items; converscly, the items in hrackets underneath
the SNA93 ilcms are the ANA items that correspond most
closely to those SNA93 items.

58. There are two items in the ANA Overscas Transac-
tions Account having no equivalent in the corresponding
SNA93 accounts: "Use of current receipts” and "Current
receipts from overseas”. Aside from some substantial con-
ceptual differences that would affect the underlying series
under SNA93, these two itcms can be derived from items
in the SNA93 accounts. "Use of current receipts” is equal
to "lmporis of goods and services " plus "Compensation
of employees” plus "Property income to overseas” plus
"Current transfers to overseas” plus "Changes in net worth
due to saving and capital transfers”. Similarly, "Current
receipts from overseas” is cqual to "Exports of goods and
services” plus "Property income from overseas” plus
"Compensation of employees” plus "Current transfers
from overseas".

59. SNA93 introduces two new intermediate balancing
items. The item "External balance of goods and services"
is simply the difference between "Imports of goods and

services" and "Exports of goods and services”. However,
because the concepts in BPM5 underlying the derivation
of the exports and imports of goods and services are dif-
ferent in scveral respects from those used in compiling the
ANA, this balance cannot be derived from the ANA's
Overseas Transactions Account. Somc of (hese changes
include new scrvices first included under SNA93, such as
fecs camed on foreign exchange and derivatives trading,
but others involve significant reclassifications of ANA in-
come ilems into the goods and services account that
change (he scope of the similarly named ANA series.

60. For similar reasons, the new SNA93 item "Current cx-
ternal balance” also has no cquivalent in the ANA, Apart
from the significant new services that affect the "External
balance of goods and services", and which also affect this
broader current balance, income mcasures included in the
"Current external balance” also include interest flows associ-
ated with interest rate swaps and similar financial derivatives.
as well as rcinvested eamings. The current balance also ex-
cludes the items "Acquisitions less disposals of
non-produced, non-fmancial assets”, "Capital transfers pay-
able” and "Capital transfers receivable”. Several other
changes will also impact on this halance, including the intro-
duction of the item "Adjustment for the net equity of
households in pension funds”. which is a new item not cov-
ercd in the ANA. This last item is explained in the section
below headed "Other Changes”.

TABLE 6: COMPARISON OF OVERSEAS TRANSACTION ACCOUNT IN THE ANA WITH
CORRESPONDING ACCOUNT IN SNA93

ANA Overseas Transaction Account

Imports of goods and services
(Imports of goods and services)

Exports of goods and services
(Exports of goods and services)

Interest ctc to overseas*®
(Part of property income)

Interest etc from overscas™
(Part of property income)

Dividends 0 overscas
{Part of property income)

Dividends from overseas
(Part of property incomc)

Labour income to overseas
{Compensation of employees)

Labour income from overseas
(Compensation of employees)

Unrequited transfers to overseas
(Current and capital transfers 10 overseas)

Extraordinary insurance claims
(Part of current transfers from overseas)

Net lending to overseas
(Changes in net worth due to saving and capital
transfers)

Unrequited transfers from overseas
(Part of current and capital wransfers from overseas)

Use of current receipts
{No eguivalent)

Current receipts from overseas
{No equivalent)

* Interest etc. toffrom overseas in the ANA includes royalties and licence fees, which under SNA93 are classified as serviges.



SNA93 External Account of Goods and Services

USES

RESOURCES

Exports of goods and services
(Exports of goods and services)

Imports of goods and services
(Imports of goods and services)

External balance of goods and services
(No equivalent)

SNAY3 External Account of Primary

Incomes and Current Transfers

USES

RESOURCES

External balance of goods and services
{No equivalent)

Compensation of employees
{Labour incomeg to gverseas)

Compensation of employees
(Labour income from overseas)

Property income 1o overseas
{Interest, etc 1o overseas plus dividends to
overseas™)

Property income from overseas
{Interest, etc from overseas pius dividends from
overscas™)

Current transfers to overseas
(Part of unrequited transfers to overscas)

Current transfers from overseas
{(Part of unrcquited transfers from overscas)

Adjusument for the net equity of households
in pension funds
{No ¢quivalent)

Adjustment for the net equity of households
in pension funds
(No equivalent)

Current external balance
{No equivalent)

* Interest etc. soffrom overseas in the ANA includes royalties and licence fees which under SNA93 are rclassified as services. Also, Property
income under SNAY3 includes reinvested eamings on direct foreign investment.

SNAY3 External Acenmulation Account

USES

RESOQURCES

Acquisitions less disposals of non-produced
non-financial assets *

Current external balance
{No equivalent)

Capital transfers, receivable *

less Capilal transfers payable *

Changes in net worth due to saving and
capital transfers
(Net lending to overscas)

* These items are covered in the ANA but are not recerded separately.

SNA93 Accounts With No Equivalent in the ANA

61. Table 7 below provides a broad outline of accounts
in SNA93 that currently have no equivalent in the ANA,
Balance sheets have been included herc even though, as
noted ahove, the ABS is shortly to publish experimental
national balance sheets. The table is in two parts: Table 7
(a) deals with income accounts and Table 7(b} deals with
balance sheets and related accounts. Of the new income
accounts, the first, the Redistribution of Income in Kind
Account, adds to disposable income the net effects of

transfers in kind (e.g.. government provision of free
education, distribution to households or to overseas of
goods donated to non-profit institutions) and arrives at a
balancing item called "Adjusted disposable income”. The
Use of Adjusted Disposable Income Account shows how
adjusted disposable income is consumed or saved.
introduces (wo new concepts. "Actual individual con-
sumption” and "Actual collective consumption”. that are
explained below in the section headed "Other Changes”.
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TABLE 7 (a): SNA93 ACCOUNTS HAVING NO EQUIVALENT IN THE ANA — DISTRIBUTION AND
USE OF INCOME ACCOUNTS

SNA93 Redistribution of Income in Kind Account

USES

RESOURCES

Social transfers in kind {to overseas)

Disposable income

Social transfers in kind (from overseas)

Adjusted disposable income

SNA93 Use of Adjusted Disposable Income Account

USES

RESOURCES

Actual final consumption

Adjusted disposablc income

‘Actual individual consumption

Actual collective consumption

Adjustment for change in net equity of
households in pension funds

Adjustment for change in net equity of
households in pension funds

Saving

62, The balance sheets and related accounts are all de-
signed to “"close off” the system by making it a fully
reconciled and integrated set of accounts. The balance
sheet accounts are "stock” accounts that provide informa-
tion on the opening and closing stocks of wealth in the
community. The balancing item in the balance shects is
"Net worth”, which represents the difference between as-
sets and liabilities.

63. The information in the balance sheets is reconciled
with information on economic transactions in Tables 2 to
6 above, through the Other Changes in Volume of Assets
Account and the Revaluation Account, which measure
changes in net worth arising from events other than eco-
nomic transactions. The Other Changes in Volume of
Assets Account records changes in the stocks of wealth
that arise from events such as the destruction of existing
assets by natural catastrophes, or through discovery of
new assets such as oil or mineral deposits. The Revalu-
ation Account records changes in net worth that arise from
value changes. Tt has two supporting accounts which sepa-
rate the value changes into "ncutral" and "real" changes
(1.e., gains or losses). These are the Neutral Holding
Gains/Losses Account and the Real Holding Gains/Losses
Account. This set of accounts is explained in more detat)
m the following paragraphs.

64. Each of the accounts in this group employs the same
basic classification of assets and liabilities. To avoid repe-
tition the classification is not reproduced in each version
of the accounts reproduccd in Table 7 but it should be
understood that each account in the group is itemised ac-
cording to the classification, which at a broad level is as
follows:

Assets
Non-financial Assets

Produced assets
Fixed assets
Inventories
Valuabies

Non-produced asscts
Tangible
Intangible

Financial assets
Classified by type of financial instrument

Liabilities

Classified by type of financial instrument
{same as for linancial assets)

Financial assets are broadly those for which there is a corre-
sponding Hability. All other assets recorded in the system are
defined as non-financial assets. Produced assets are assels
created from production processes and non-produced assets
are natural assets over which ownership can be enforced (for
example, mineral deposits. water resources, virgin forests)
and intangible assets that are "constructs of socicty” (for ex-
ample certain patents and goodwill). The definitions and the
detailed classification will not be discussed here, except in
broad terms (the more detailed classification is discussed be-
low in the section headed “Classifications” and the definition
of assets is reproduced below in the section headed "Other
Changes").
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65. The Other Changes in Volume of Assets Account re- event bringing about the change. The classification of
cords changes in asscts and liabilities, classified by type events is shown in the version of the Other Changes in
of asset/liability, as above, and according to the type of Volume of Assets Account included in Table 7 (b) below.

TABLE 7 (b): SNA93 ACCOUNTS HAVING NO EQUIVALENT IN THE ANA — BALANCE SHEETS AND
RELATED ACCOUNTS

SNA93 Other Changes in Volume of Assets Account

CHANGES IN ASSETS CHANGES IN LIABILITIES AND NET WORTH
Economic appearance of non-produced assets Catastrophic losses

Economic appearance of produced assets Uncompensated losses

Natural growth of non-cultivated biological resources Other volume changes in net liabilities n.e.c.
Economic disappearance of non-produced assets Changes in classification and swructure

Catastrophic losses

Uncompensaled seizures
Other volume changes in non-financial assets ne.c.

Other volume changes in financial assets
and liabilities n.e.c.

Changes in classification and structure

Changes in net worth due 1o other changes in volume
of assets

SNA93 Revaluation Account

CHANGES IN ASSETS CHANGES IN LIABILITIES AND NET WORTH
Nominal holding gains/losses Nominal holding gains/losses
Non-financial assets Liabilities

Financial assets

Changes in net worth due to nominal holding
gains/losses

SNA93 Neutral Holding Gains/Losses Account

CHANGES IN ASSETS CHANGES IN LIABILITIES AND NET WORTH
Ncutral holding gainsflosses Neutral holding gains/losses
Non-financial assets Liabilitics

Financial assets

Changes in net worth due 1o neutral holding
gains/losses

SNA93 Real Holding Gains/Losses Account

CHANGES IN ASSETS CHANGES IN LIABILITIES AND NET WORTH
Real holding gains/losses Real holding gains/losses
Non-financial assets Liabilities

Financial assets

Changes in net worth due to real holding gains/losses




SNA93 Opening Balance Sheet

ASSETS LIABILITIES AND NET WORTH
Non-financial assets Liabilities
Financial assets

Net Worth

SNA93 Changes in Balance Sheet Account

ASSETS

LIABILITIES AND NET WORTH

Total changes in assets

Total changes in Habilities

Non-linancial assets

Financial assets

Changes in Net Worth due 1o
Savings and capital transters
Other changes in volume of assets
Nominal holding gains/losses

Neutral holding gains/losses
Real helding gains/losses

SNA93 Closing Balance Sheet

ASSETS LIABILITIES AND NET WORTH
Non-financial asse(s Liabilities
Financial assets

Net Woith

66. The events appearing in the Other Changes in Vol-
ume of Assets Account above can be illustrated by
cxamples as follows:

Economic appearance of non-produced assets

- discovery of new assets such as mineral deposits

— bringing natural assets (e.g., virgin forests) under
the direct controb of institutional units

Economic appearance of produced assets
—~ recording valuables (c.g.. precious stones, antiques,
works of art) and historic monuments that were not
recorded in the balance sheet at the time of their
production

Natural growth of non-cultivated biological resources

— growth in natural assets such as non-cultivated for-
ests and fish stocks

Economic disappearance of non-produced assets

— depletion or degradation of natural assets through
use

- the writing off or cancellation of intangible assets
such as patents and goodwill

Catastrophic losses

- losses from large scale, discrete, rccognisable
events such as fires. floods, acts of war, etc

Uncompensated scizures

— generally illegal assumptions of property (excludes
repossessions of goods in cases of default)

Other volume changes in non-financial assets
— obsolescence. unforeseen damage and degradation
not covered in allowances for consumption of fixed

capital

— abandonment of facilitics before they are brought
into production

Other volume changes in financial assets and liabilities
— bad debts written off (but not cancellation of debt

by mutual agreement. which is treated as a capital
transfer)




Changes in classification

- unincorporated institutional unit becomes corporate
and thereby moves from the household to the cor-
poraie Sector.

67. The Revaluation Account records positive or nega-
tive nominal holding gains accruing to owners of assets
and liabilities, These gains and [osses are decomposed into
neutral and reat gains and losses in the Neutral Holding
Gains/Losses and Real Holding Gains/Losscs Accounts,
respectively, Nominal holding gains/losses arise from
changes in the prices of asscts and liabilities held; neutral
holding gains/losses are those that arisc only from the
change in the general fevel of prices. Real holding gains
and losses are those due 10 changes in the price of an asset
or liability relative to the change in the general level of
prices.

68. The Balance Sheet Account has three components:
the Opening Balance Sheet, the Closing Balance Sheet,
and the Changes in Balance Sheet Account. The latter pre-
sents for each item in the balance sheet the arithmetic
difference between the closing and opening values. In the
Changes in Balance Sheet Account, the item "Change in
net worth” is broken down into changes due to saving and
capital transfers, other changes in the volume of assets,
and nominal, neutral and real holding gains/losses (see
definitions in previous paragraph).

Statistical Units

69. This section deals with the concepts of statistical
units applied in SNA93 and with the main classifications
of statistical units and transactions thal are recommended.
Comparisons arc made with the units concepts and classi-
fications applied in the ANA.

70. Statistical units in this context are the units about
which information in the system is recorded. The defini-
tion of these units is important in that it is the application
of classifications (e.g.. of industry or of institutional sec-
tor) to the statistical units that determines how the
structure of the economy is depicted in the system of ac-
counts. The basic statistical unit recommended in SNA93
is the "institutional unit”, defined as "an cconomic entity
capable, in its own right, of owning assets. incurring li-
abilities and engaging in economic activities and in
transactions with other entities”. In practice. this definition
provides units that are individual persons or groups of per-
sans in households, and legal or social entitics rccognised
by law, such as companies, trusts, partnerships, non-profit
organisations, and government entities.

71, SNA93 further recommends that institutional units
engaged in production (called "enterprise units") be parti-
tioned into "producing units” for the purpose of measuring
production classified by industry. Ideally. producing units
would be homogeneous in terms of the range of goods
and services they produce, the processes they use and the
materials and supplies they consume. This would facilitate
grouping like units together as industries for analytical
purposes. SNA93 recognises that, in practice, most pro-
ducing units are not perfectly homogeneous and
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recommends use of the "establishment” unit for recording
production. This is a unit at a single location or group of
adjacent sites engaged in a common principal activity but
possibly having other secondary activities.

72. 'The statistical units advocated in SNA93 generally
are consistent with the statistical units applied in the
ANA, atsleast for the vast majority of smaller. less com-
plex units. For more complex units the ABS allows
variations which enable respondents 10 surveys to provide
information more readily. For example. in the ANA the
institutional unit is often a combination of legal entities
mnder common ownership and control that are classified to
the same institutional sub-sector. Use of consolidated data
(i.e., eliminating transactions between the grouped units)
for such a unit gives the same result as use of the SNA93
institional unit. The producing units uscd in the ANA
are somekimes broader units than recommended in
SNA93, since they are defined as units for which the re-
quired range of production data is avatlable. Where the
data are not available for single locations or adjacent sites,
a unil that is less homogeneous than the SNA93 unit can
result.

73. SNAY3 includes a concept of "ancillary corpora-
tions". defined as subsidiary corporations whose activities
are strictly confined to providing services to the parent
corporation or other ancillary corporations owned by the
same parent corporation. Ancillary corporations are not
treated as separate institutional units but are combined
with the parent corporation. It follows that thesc corpora-
tions are included in the same institutional sector as the
parent corporation, even though they may be engaged in
aclivities carried out by another sector. For example. an
ancillary corporation engaged solely in providing financial
services to a pareni company in the non-financial sector
will be included in the non-financial rather than the finan-
cial sector. SNA93 also requires that holding companies
be classified to the institutional sector of the gronp of
companies as a whole, rather than to the financial sector
(unless it is the scctor of the group as a whole).

74. The concepl of ancillary activities on which the con-
cept of ancillary corporations is bascd is also applied at
the level of producing units in SNA93. Ancillary activities
are productive activities that are not intended for use out-
side the enterprise and that provide support for the main
productive activities of the enterprise. Examples include
accounting, personnel functions, transport of the enter-
prise’s own products, etc. These activities are not recorded
separately in SNA93 but arc combined with the main ac-
tivity of the producing units with which they are
associated.

75. On the other hand, in the ABS’s business register
some ancillary activities that are organised in separate
units are recorded separately and are included with the
industry in which the activity is a primary activity. For
example. a separately locatcd computing bureau mainly
providing computing services to producing uniis belong-
ing to the same institutional unit would be classified to the
computing industry if it is organised as a separate entity
operating on a commercial basis, and keeps a fuill set of



accounts. Under SNA93 such a umit would be classified to
the predominant industry among the producing units of
the enterprise(s) (o0 which it provides services. Adoption
of the SNA approach would therefore have some effect on
ANA industry statistics derived from surveys using the
business register, but it is expected that these changes
would not be as significant as other changes resulting
from gencral improvements in ANA industry data from
the changed methodology described in the appendix.

Classifications

Institutional Sector Classification

76. SNAO93 identifies four types of institutional unils:
corporations, govemment units, houscholds and non-profit
institueions, and provides rules for the classification of
these units to institutional sectors (see below). The sepa-
rate identification of non-profit institutions would be a
major innovation in the ANA and it would be a major task
from a practical viewpoint. Currcntly they are not identi-
fied separately and most ar¢ included in the household
sector. They are defined in SNA93 as “legal or social en-
tities whose stalus does not permit them to be a source of
income, profit or cther financial gain for the units that es-
tablish, control or finance them". Thus, non-profit
mstitutions can generaic a surplus but cannot distribute
that surplus.

77. The concept of corporations in SNAY3 includes
"quasi corporations”, as it did in the 1968 SNA. Quasi
corporations are defined in SNA93 as ynincorporated en-
ferprises operated as if they are separate corporations and
whose de facto relationship 10 their owners is that of a
corporation (o its sharcholders. They musi keep a separate
set of accounts. While this definition has not changed sub-
stantially from the 1968 SNA’s definition, it is broader
than the ABS applies in practice in the ANA. A more rig-
orous applicatien of the definition would almost certainty
result in a far larger number of Australian unincorporated
enterprises owned by households being treated as quasi
corporations. The ABS intends to assess the impact of a
more rigorous application of the definition as part of the
process of implementing SNA93,

78,  As indicated above, SNAY3 provides for the classifi-
cation of the different types of institutional units to
institutional sector based on a set of rules, Five domestic
institutional sectors arc defined:

Non-financial corporations

Financial corporations

General government

Households

Non-profit institutions serving houscholds.
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Al corporations and quasi corporations are classified to
either the non-financial corporations sector or the financial
corporations sector, depending on their predominant activ-
ity. All government units are classified to the general
government sector and all houscholds to the households
sector. Non-profit institutions are classified initially as
"market” or "non-market”. "Market” non-profit institutions
are those that scll most of their output at prices which
have a significant influence on the amounts producers are
willing to supply and purchasers are willing to buy. They
are included in the non-financial corperations sector or the
financial corporations sector depending on their major ac-
tivity. "Non-market” non-profit institutions that arc
controlled and mainly financed by government are in-
cloded in the general government secior; those serving
houscholds make up the non-profit institutions serving
houscholds sector.

79. Although these rules for classifying institutional
uniis to institutional sectors include some variations on
rules used in compiling the ANA, the variations are gen-
erally nol expecied to have a major effect on the statistics.
Two possible cxceptions concern the institutional sector
classification of universities and the central horrowing
authorities of State and Territory govemments. The ABS
is investigating the application of the SNAY3 critcria 1o
these institutions in response to user concern that they are
not currently classified appropriaiely. Apant from possible
changes arising from (hese investigations. thc major im-
pact on the statistics from implementing the SNA93
institutional sector classification would be presentation of
separate statistics for non-profit institutions serving house-
holds and the transfer of units as quasi corporate units
from the households sector to the non-financial and finan-
cial corporate sectors,

80. The full institutional sector classification reccom-
mended in SNAS3 includes a number of sub-sectors not
currently recognised separately in the ANA, Tahle 8 com-
pares the full institutional sector classification in SNAQ3
with the institutional sccior classificaiton applied in the
ANA. The SNA93 classification is shown in full in the
left-hand column and the comesponding componcnts of
the ANA classification are shown in the right-hand
column,

81. It should be noted that the ANA classification is not
used in full in all the publications in which the ANA arc
published. For example, information for all of the
sub-sectors of the Financial Enterprises Sector 18 only
published in Cat, No. 5232.0 (Australian National
Accounts: Financial Accounts). Similarly, SNA93 is not
always prescriptive about the information that should be
compiled for the institutional sub-sectors it defines. They
should be taken as indicative of the maximum range of
sectoral information that could be compited.



TABLE 8: COMPARISON OF INSTITUTIONAL SECTOR CLASSIFICATIONS IN SNA93 AND THE ANA

SNAG3

ANA

Non-financial corporations

Public
National privale
Foreign controlled

Corporate trading enterpriscs

Public trading enterprises
Commonwealth
State and local

Private trading enterprises

Financial corporations

Financial enterprises

Public financial enterpriscs
Private financial enterprises

Central bank

Reserve Bank of Australia

Other depository corporations

Deposit money corporations
Public
National private
Foreign controlled

Other depository corporations except deposit
Mmongy Corporations

Public
National private
Foreign controlled

Banks

Non-bank deposit taking institutions

Other financial intermediaries, except insurance
corporations and pension funds

Public
National private
Foreign conwaolled

Other financial institutions (except general insurers)

Financial auxiliaries

Public
National private
Forcign controlled

{Included with non-financial corporations)

Insurance corporations and pension funds

Public
National private
Foreign controlled

Life insurance and superannuation funds

Other financial institutions (i.¢., general insurers)

General Government

Central
State
Local

General Government

Commonwealth
State and local

Non-profit institutions serving households

Included with househoids

Houscholds

Employers

Own account workers

Employecs

Recipients of property and transfer income
Recipients of property income
Recipients of pensions
Recipients of other transfers

Households




82. From Table 8 it can be seen that SNA93 provides for
a number of institutional sub-sectors not currently used in
the ANA, It recommends that the corporate scctors be
subdivided into sub-sectors distinguishing public sector
corporations from private sector corporations and distin-
guishing foreign controlied privaie corporations from
"national” (domestically controlled)} corporations. While
the ANA distinguish public and private trading enterprises
and. in some tables, public and private financial enter-
prises, generally they do not make any of the other
distinctions indicated. although from time to time the ABS
has undertaken studies of foreign controlled enterprises.
outside the ambit of the ANA.

83. Apart from differences in tenminology, two differences
are evident between the sub-sectors within the Financial cor-
porations sector. Firstly, financial auxiliaries, which are
institutionat units providing financial services not regarded as
financial intermediation (¢.g.. stock brokers. insurance bro-
kers, stock exchanges, guarantors. etc), form a separate
sub-sector in SNA93 but are included in the non-financial
corporations sector in the ANA, Secondly, gencral insurance
corperations are included with life insurance corporations
and pension funds in SNA93, whereas they are included with
the miscellaneous group Other financial institutions in the
ANA. It should also be noted that, in the 1968 SNA and
therefore in the ANA, unincorporated financial enterprises
were included in the financial sector whereas in SNA93, un-
less they are considered quasi corporate, they are included in
the houschold sector.

84. Another difference between the SNA93 sub-sectors
and the ANA sub-sectors is evident in relation to the gen-
eral government sector. SNA93 separates State
government and local government whereas the ANA al-
ways combines the two levels of government. It should
also be noted that SNA93 recormunends that, for studies of
the public sector, statistics be presented for the consoli-
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dated total of the general government sector and public
non-financial enterprises combined, and for the consoli-
dated total of general govemment, public non-financial
enterprises and public financial cnierprises.

85. In the household sector, SNA93 provides for sub-
sectors, as did the 1968 SNA. Sub-sectoring of the
household sector has never been implemented in the ANA
and its introduction would represent a major change. The
1993 sub-sectoring revises the 1968 version and is based
on the household's major source of income. SNAY3 also
suggests sub-secioring the household sector by other ¢co-
nomic, socto-economic and geographical criteria for
specific purposes, but these altermative sub-sectorings will
not be discussed here,

86. In summary. the main change involved in adoption in
the ANA of the SNA93 recommendations in relation 1o in-
stitutional sectors and sub-sectors would be the inroduction
of a sector for non-profit institutions serving houscholds. The
sub-sectoring of the financial enterprises sector would
change slightly, including the introduction of a sub-sector for
financial auxiliaries. Sub-sectoring would be introduced for
the household sector and the sub-scctors of the private cor-
porate trading enterprises scctor and the financial enterprises
sector would include separate categories for foreign congrol-
led and Australian controlled enterprises.

Assets and Liabifities Classification

87. The broad structure of the classification of assels and
liabilities that is recommended in SNA93 has been discussed
under "SNA93 Accounts With No Eguivalent in ANA"
above. The detailed level of that classification has no coun-
terpart in the ANA apart from the parts relating to fixed
assets and to financial assets and liabilitics. The full classifi-
cation is presented in the first column of Table & below, with
the ANA counterparts shown in the second column.

TABLE 9: COMPARISON OF CLASSIFICATION OF ASSETS IN SNA93 AND ANA

SNA93

ANA

Non - financial Assets

Produced assets

Fixed assets
Tangible fixed assets
Dwellings
Other buildings and structures
Non-residential buildings
Other structures

Machinery and equipment

Transport equipment

Other machinery and equipment

Culuvated assets

Livestock for breeding

Vineyards, orchards, etc.
Intangible fixed assets

Mineral exploration

Computer software

Entertainment, literary or artistic originals

QOther nec,

Dwellings plus part of real estate transfer expenses
) Non-dwelling construction plus part of real estate
) transfer expenses

)

)
) Equipment
)

Real estate (ransfer expenses on lang




TABLE 9: COMPARISON OF CLASSIFICATION OF ASSETS IN SNA93 AND ANA — continued

SNAY3

ANA

Inventories
Materials and supplies
Work in progress
On cultivated assets
Other
Finished goods
Goods for resale

Stocks

Yaluables
Precious metals and stones
Antiques and other art objects
Other valuables

Non-produced Assets
Tangible non-produced assets
- Land
Underlying buildings, etc.
Under cuitivation
Recreational land
Other tand and surface water
Sub-soil assets
Coal, oil, and natural gas
Metallic minerals
Non-metallic minerals
Non-cultivated biological resources
Waler resources
Intangible non-produced assets
Patented entities
Leases and transferable contracts
Purchased goodwiil
Other n.e.c.

Financial Assets and Liabilities
Monetary gold and SDRs
Currency and deposits
Currency
Transferable deposits
Other deposils
Securities other than shares
Short term
Long term
Loans
Short term
Long term
Shares and other equity
Insurance technical reserves
Net equity of households in life insurance reserves
and pension funds

Prepayment of premiums and rescrves against out-
standing claims
Other accounts receivablefpayable
Trade credit and advances

Other

Cash and deposits

R e

Short term debt sccuritics (a)
Long term debt securities
Loans and placements

Equity (part)

} Insurance technical reserves of lifc and pension
} funds, attributable to domestic househoids

) Equity {part)

) Other financial claims (part)

} Other financial claims (part)
}

{a) Thas wtem is further broken down into bills of exchange, promissory notes, Treasury notes and bank certificates of deposit.

88. The elements of the ANA corresponding to the items
of fixed assets in the SNA93 classification in Table 9 are
those used to present statistics of gross fixed capital ex-
penditure (for example, see Table 64, Cat. No. 5204.0)

and capital stock (as published in Cat. No. 5221.0). These
elements will also be used in the ABS’s forthcoming re-
lease of experimental national batance sheet statistics. The
elements corresponding to the items of financial assets



and liabilities in the SNA93 classification are those used
in the financial accounts {Cat. No. 5232.0). If SNA93
were 0 be adopted in full, the classification in Table 9
would be applied much more widety, In addition to its use
in classifying gross fized capital expenditure, financial as-
sets and liahilities in the financial accounts and national
balance sheets, it would be used in presenting sectoral bal-
ance sheets, changes in balance sheets, the revaluation
account, and the holding gains/losses accounts. It would
become a central classification in the ANA system,

Classification of Transactions and Other Flows

89. Broad elements of this SNA93 classification have al-
ready been displayed in the tables showing the main
transactions accounts in the system. The detailed classifi-
cation is presented in Table 10. However, the item
descriptions in the classification relating (o transactions in
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financial assets and liabilities are identical to the corre-
sponding items in the assets and liabilitics classification
and are not repeated in Table 10. Similarly. the item
descriptions for accumulation entrics are omitted because
they appear in the Other Changes in Volume of Assets
Account in Table 7 (b) above. In Table 1{), items that have
a comresponding item in the ANA (or can be denived from
items in the ANA) are marked with an asterisk. It follows
that items without an asterisk would be new to the ANA
were SNA9Y3 to be implemented in full. 1t should be noted
that the correspondence between asterisked items and the
ANA items will not always be exact and may be signifi-
cantly different in some cases. depending on the
conceptual changes introduced in SNA93. Conversely,
items withont an asterisk may be covered implicitly in the
ANA but are not identified separately.

TABLE 10: CLASSIFICATION OF TRANSACTIONS AND OTHER FLOWS IN SNA93

Transactions in goods and services

Qutput *
Market output

Output for own final use
Other non-market output

Intermediate consumption *

Final consumptlion expenditure *
Individual consumption expcnditure
Collective consumption expenditure

Actual final consumption
Actual individual consumption
Actual collective consumption

Gross fixed capital formation *

Acquisitions less disposals of tangible fixed assets *
Acquisitions of new assels
Acquisitions of existing assets
Disposals of existing assets

Acquisitions less disposals of intangible fixed assets
Acquisitions of new assets
Acquisitions of existing assels
Disposals of existing assets

Addition to the value of non-produced non-financial assets
Major improvements
Costs of ownership transfer

Changes in inventories *

Acquisitions less disposals of valuables

Exports of goods and services *
Goods *
Services *

Imports of goods and services *
Goods *
Services *

Distributive Transactions
Compensation of employees *
Wages and salaries *
Employers’ social contributions * (a)
Actual
Imputed

Taxes en production and exports *

Taxes on products
Value added type taxes
Taxes on duties on imports excluding VAT
Import duties
Other
Export taxes
Other .
Other taxes on production

Subsidies *

On products
Import subsidies
Export subsidies
Other

Other

Property income *
Interest *
Distributed income of corporations

Dividends *

Withdrawals from income of quasi corporations *
Reinvested eamings on direct foreign invesiment *
Property income attributed to insurance policy holders
Rent *

Cuarrent taxes on income, wealth, etc, *
Taxes on income *
Other *

(a)

Employers” social benefits in SNAS3 includes unfunded schemes managed by empioyers for the benefit of their employees,



TABLE 10: CLASSIFICATION OF TRANSACTIONS AND OTHER FLOWS IN SNA93 — continued

Distributive Transactions — continued

Social contributions and benefits *
Social contributions *
Actual contributions
Employers® contributions
Compulsory
Voluntary
Employees™ contributions
Compuisory
Voluntary
Contributions by self- and non-employed persons
Compulsory
Voluntary
Imputed contributions

Social henefits other than social transfers in kind *
Social security benefits in cash
Private funded social benetits
Unfunded employee social benefits
Social assistance bene{its in cash

Sacial transiers in kind
Social benefits in kind
Social secority benefits, reimbursements
Other social security benefits in kind
Social assistance benefits in kind

Transfers of individual non-market goods and services

Other current transfers *

Net non-life insurance premiums

Non-life insurance ciaims

Current transfers within general government
Current international co-operation
Miscellaneous current transfers

Adjustment for the change in net equity of households in
pension funds

Capital transfers *
Capital taxes
Investrent grants
Other capital ransfers

{a) Employers’ social benefits in SNA93 includes unfunded schemes managed by employers for the benefit of their employees.

90. From Table 10 it is evident that there is 4 large number
of items in the SNA93 classification that have no equivalent
in the ANA, Nearly all of them are associated with concep-
tual and presentational changes introduced in SNA93. For
this reason they are not discussed here but are discussed in
the section headed "Other Changes" below.

Other Classifications

91, SNA93 includes other classifications that will not be
discussed in detail here. There is a classification of bal-
ancing items which simply brings together all the
balancing items tn the system in one place. These items
have all been itemised in earlier parts of this paper. There
is also a set of complemeniary classifications of transac-
tions and (lows that supply additional details for various
jtems that might be nseful in panicular circumstances. The
liems are 100 numerous and of insufficient general interest
to enumerate here.

92. Industry data in SNA93 are based on the International
Standard Industrial Classification of all Economic Activities
(ISIC), which is included in SNA93 at the two digi(t level.
Industry statistics in the ANA up to 1992-93 arc based on
the Austrabian Standard Industrial Classification (ASIC).
From the 1993-94 ANA on, the revised version of ASIC, the
Ausmalian and New Zealand Standard Industrial Classifica-
tion {ANZSIC) will be used and data will be "backcast” 10
at least 1982-83. In developing the ANZSIC (and the ASIC)
the ABS followed the structure and content of the ISIC as
far as possible, while allowing variations to reflect particular
Australian and New Zealand conditions and requircments.
The ANA will continue to use ANZSIC to compile industry
statistics after SNA93 is implemented.

G3. The Central Product Classification (CPC) in SNAS3
is a detailed classification of poods and services. which is
used in supply and use (i.e.. input-output) tables, and for
other purposes. The ABS and the New Zealand Statistics
Department are developing the Australian and New
Zealand Commodity Classification (ANZSCC), which will
match the CPC at the three digit level. as recommended
in SNA93, The classification described in SNAS3 has 99
items but the full (four digit) classification has 1811
items. The ten main headings are reproduced below:

Agriculture. forestry and fishery products
Ores and minerals; electricity. gas and water

Food products, beverages and tobacco; textiles,
apparel and leather

Other transportable goods. cxcept metal products,
machinery and equipment

Metal products, machinery and equipment
Construction work and constructions; land
Trade services; hotels and restaurant services
Transport, storage and communication services

Business services; agricultural, mining and
manufacturing services

Community, social and personal services



The ANA input-output tables do not use the CPC at pre-
sent but it will be used (at the three digit level) in the
1994-95 input-output tabies and thereafier,
94. SNA93 incluedes a classification of individual con-
sumption by purpose (COICOP) which includes categories
very similar to those used in the ANA (see Table 52: Pri-
vate Final Consumption Expenditure, Cat. No. 5204.0).
Similarly, the Classification of the Functions ol Govern-
ment {COFOG) in SNA93 is very similar to the
classification in the ANA (see Table 539: Govermment Final
Consumption Expenditure by Level of Government and
Purpose, Cat. No. 5204.0),
935. A Classification of the Purposes of Non-profit Insti-
tutions Serving Households {COPND is included in
SNA93. It would have to be considered for inclusion in
the ANA should it be decided to inctude non-profit insti-
tutions serving houscholds as a separate institutional
sector, The classification has eight categories:

o rescarch and scientific services;

» education services;

s health services;

» welfare services;

e recreational, cultural and related services;

¢ religious services;

e services of professional and labour organisations
and civic associations;

* miscellaneous services n.e.c.
96. SNAO3 includes a Classification of Qutlays of Pro-
ducers by Purpose (COPP) which is listed at the two digit
level in the document. The one digit categories are de-
scribed as outlays on:

» current production programs;

* repair and maintenance;

» engineering and related technological work;

» research and development;

» poliution abatement and control;

s sales promotion,

s ¢xfernal transportation;

» employee training, welfare and morale;

= general administration.
No comparable classification exists in the ANA and its in-

troduction would provide information not previously
available.

Other Changes

97. This section deals with the matn concepiual, presen-
tational and other changes that would be introduced to the
ANA through full implementation of SNA93. The matters
discussed are gencrally not covered in detail elsewhere in
this discussion paper although some of them are referred
to briefly in earlier scctions.

Changes to Scope of Transactions

98. Further specification of the production boundary.
The term "production boundary" refers to the SNA’s rec-
ommendations concerning the extent to which the concept
of production is to be implemenied in practice. given the
practical difficuities in measuring some forms of produc-
tion. Goods and services produced by institutional units for
their own final use all fall within the SNA93 production
boundary, except for services produced by members of

households for themselves and other household members.

This means that most unpaid household work (i.e., all un-
paid houschold work producing services, as distinct from
goods) is excluded. Note. however, that imputed rental of
owner-occupied dwellings and payments made for scrvices
of paid domestic staff are inside the production boundary.
Estimates of "backyard production” of major goods are in-
cluded in the ANA, so implementation of the SNA93
definition would have a relatively smatl impact on GDP(E)
and househeld consumption expenditure. However, the
way mn which such production is accounted for would need
to be altered, and the household income arising from the
production would have to be imputed. therchy raising the
level of household income.

99. Allocarion of financial intermediation services indi-
rectly measured (FISIM}. SNA93 rccommends that
consumption of the output of financial intermediation sery-
ices be fully aliocated among all consumers of the services
(i.e., borrowers and kenders). The 1968 SNA recommended
allocation of the imputed service charge on financial inter-
mediation only to borrowers; the part relating (0 consumer
loans was allocated to private final consumption expendi-
ture, while the remainder, "the imputed bank service
charge”, was treated as the intermediate consumption of a
“nominal industry" with negative operating surplus. By
convention, the nominal indostry was included in the fi-
nancial enterprises sector. This approach, which has been
adopted in the ANA, minimises the practical difficuttics of
allocating the charge between borrowers and lenders and
among individual industries and institutional sectors.

100. Fuil allocation of FISIM in the ANA would constitute
a major change which would have a substantial impact on
key variables (a rough estimatc is that it would increase
GDP by 34 billion in 1993-94). Full aliccation of FISIM
would mean that it would be allocated to intermediate con-
sumption (dissected by industry and by institutional
sector), to final consumption by non-profil institutions
serving houscholds, general government and houscholds,
and to exports. An cstimate would also have 0 be made
for FISIM relating to imported financial services. (In this
context FISIM wounld relate to the financial intermediation
services provided by non-resident financial enterprises to
residents, and would be difficult to measure in practice.)



[01. SNA93 is not prescriptive regarding the calculation
of FISIM. Also, as noted in paragraph 30 above, BPM3
does not recommend incorporation of FISIM in the bal-
ance of payments accounts. It is clear that, in a full
implementation of SNA93 and BPMS, the ABS would
have to consider carefully whether to adopt these different
standards resulting in inconsistent ercatments in balance of
payments and national accounts statistics, or whether to
adopt one standard and not the other. In addition, detailed
methods for ailocating FISIM between horrowers and
lenders, and among industries and institutional sectors
would need to be carclully evaluated.

102. Revised treatment of workers' compensation. SNA93
requires (as did the 1968 SNA) that workers® compensa-
tion premiums rather than workers™ compensation claims
(as is the current ABS practice) be inciuded in wages,
salarics and suppiements. The ABS had not adopted the
1968 SNA basis because the compulsory nature of work-
crs’ compensation in Australia implicd that the employers
were paying the service charge, and because some work-
ers’ compensation schemes had been run at a loss
(implying a negative service charge). Changing the treat-
ment would affect wages, salaries and supplements, GDP
(by approximately +SAl billion in recent years) and pri-
vate final consumption expenditure.

103, Inclusion, in principle, of all illegal production.
SNAG3 recommends comprehensive coverage of all illegal
activities. While thc ANA includes no specific estimaies
to account for illegal activities, some transactions arising
from these activities are known to be included among data
used 1o compile the accounts. However, were the ABS to
include estimates for iltegal activities such as transactions
in illegal drugs, prostitution and $P bookmaking, there
would potentially be a significant impact on the statistics.

10d. Separate identification of non-monetary flows and
re-rotitings. SNA93 recommends that all non-monelary
rransactions included in the system be separately identified
to assist analysts interested only in monetary transactions.
Non-monetary transactions included in the system include
payments in kind and internal transactions such as the pro-
duction and consumption of goods and services in the
same institutional unit.

105. SNA93 alse recommcends that “re-routings” be sepa-
rately identified as such. "Re-routings" involve recording
transactions reflecting the economic flows where the
actual transactions invelve a "short cut”. For example,
PAYE income tax deductions are recorded as a flow be-
tween employees and the taxation authority, whereas the
actugl flow is between the employer and the taxation
authority. Similarly, superannuation payments made by
employers on behalf of employees are treated as part of
the employees’ remuncration and are recorded in the
system as if they were made (0 the employees with a fur-
ther payment being made by the employees to the
superannuation fund. In practice. they are generally made
directly from the employer t0 a superannuation fund. The
separate identification of non-monetary flows and
re-routings is reflected in the Classification of Transac-
tions and Other Flows reproduced in the section headed

25

"Classifications" above. The separate identification of
these transactions would increase the number of items in-
cluded in the accounts of the ANA.

Introduction of Alternative Concepts of Consumption
and Disposable Income

106. Introduciion of the Concept of Aciual Final Con-
sumption. SNA93 introduces the concept of "actual final
consumption” for housecholds and general government to
supplement the concept of final consumption expenditure.
Actual final consumption of households comprises their
final consumption expenditure plus their imputed con-
sumption of goods and services provided by general
government and non-profit institutions scrving households
(described as "social transfers in kind" in SNA93). Some
of these goods and services are deemed 10 be for "individ-
ual consumption” {that is, for consumption by individual
houscholds) while the remainder are deemed to be for
"collective consumption” by socicty as a whole. Public
hospital services would be an example of services pro-
vided for individvual consumption, while defence
expenditures would be regarded as for collcctive con-
sumption. Actual final consumption of governments
includes their expenditures for collective consumption but
cxcludes their expenditures for individual consumption.
By convention. non-profit institutions serving households
are considered to provide only services for individual con-
sumption, so that all of their services are included with the
actual consumption of houscholds and they have no actual
consumption themselves. Actual final consumption ap-
pears in the "Redistribution of Income in Kind Account”
{see Table 7 (a) above).

107. Introduction of the Concept of Adjusted Dispasable
{ncome. This concept is introduced as a corollary of the
concept of actual final consumption. 1t applics to house-
holds and general government. For houscholds it equals
their disposable income plus imputed transfers of goods
and services for individual consumption from government
and non-profit instifutions serving households. For general
government it equals disposable income less transfers of
goods and services to households for individual consump-
tion. Adjusted disposable income is the halancing item
recorded in the "Use of Adjusted Disposable Income Ac-
count” (see Table 7 (a) above).

108. Changed treatment of pension and social insurance
contributions and receipts. Unlike the 1968 SNA (and the
ANA), SNAY3 treats contributions to pension (e.g., super-
annuation) schemes as current transfers made by
households, and pension benefits paid by these schemes as
current transfers received by households. These transfers
therefore affect the level of disposable income of house-
holds recorded in the secondary distribution of income
account. The transfers are part of "Net current transfers”
in the Sccondary Distribution of Income Account shown
in Table 3 above. They would be recorded in a more de-
tailed version of the account against the items "Social
contributions” and "Social benefits other than social trans-
fers in kind" — see Table 10 above.

109. This treatment necessitates an adjustment in the Use
of Income accounts because of the treatment clscwhere in



the system of households as owning the reserves of pen-
sion schemes over which they have claims. Contributions
to pension schemes placed with financial institutions man-
aging pension funds are not treated as income of the
financial institutions, neither are payments of benefits
from the pension funds regarded as disbursements of in-
come of the financial institutions. Rather, the contributions
made to the schemes and the benefits paid by them repre-
sent changes in the equity of households in the schemes,
which are financial rransactions and do not, therefore, af-
fect saving. This treatment applied in the 1968 SNA and
applies in the ANA.

110. As a consequence. it is necessary to make an adjust-
ment in the Use of Disposable income Account (see Table
3 above) to ensure that any difference between the contri-
butions to pension funds and benefits paid from pension
funds does not affect the saving of the households and
financial corporations sectors. The adjustment is made
through the itern "Adjustment for net equity of households
in pension schemes" in the Use of Disposable Income Ac-
count {see Table 3 above). The item would apply in the
Use of Income Account for the houscholds sector and for
the financial corporations sector.

Changes fo Output, Capital Formation and
Consumption of Fixed Capital Arising from Definition
of Assels

111. Explicir definition of assets. SNA93 defines assets as
"entitics over which ownership rights are enforced by in-
stitutional units, individually or collectively, and from
which benefits may be derived by their owners by holding
or ustng them over a period of time", This definition ef-
fectively extends the range of assets covered by the 1968
SNA and hence by the ANA,

112. The only items in the present ANA affected by the
extended scope of the definition of assets are items in the
transactions accounts, such as consumption of fixed capi-
tal and capital formation. However, the extended scope
will also affect items in the national balance sheets the
ABS plans to publish. The types of assets that are covered
by SNAO3 bur are not covered explicitly by the ANA in-
clude livestock for breeding and non-produced intangible
assets such as copyrights, patents, leases and other trans-
ferable contracts, and goodwill. (It should be noted that
royaltics received for using patent licences, trademarks
and franchises are treated in SNA93 as output (payments
for services), not as property income.) In implementing
SNA93 the ABS would appraise the extent to which items
in these categories are covered and, based on priorities,
would decide whether steps would be taken to cover items
found not 0 be covered adequately.

113, Extension of produced assets and gross fixed capital
Sformation to include expenditure on mineral exploration,
compuler software and entertainment, literary or artistic
originals. These are specific extensions of the concepts
from the 1968 SNA and would represent similar exten-
sions in the ANA. The approximate effect of treating all
mineral exploration as capital expenditure in the ANA
would be to increase GDP by $1 billion. The treatment of
expenditure on computer software as capital expenditure is
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confined to software that is expected to be used in produc-
tion for more than one year. including software developed
in house. The effect of implementing this change would
be to increase GDP by approximately $1 billion. The
ireatment of entertainment, literary and artistic originals as
intangible assets would increase GDP by less than $1 bil-
lion. Tt would result in their development being classified
as capital formation, and the fees, commissions and royal-
ties paid for their production classified as payments for
services rendered.

114. Extension of governmen! gross fixed capital forma-
tion to inciude expenditure by the military on structures
and equipment, except weapons. This is a change in
SNA93 from the 1968 SNA that would also constitute a
change in the ANA, All military expenditure on fixed as-
sets of a kind that could be acquired by civilian users for
purposes of production and could be used by the military
in the same way are to be treated as capital formation.
This inclides military expenditures on airfields, docks,
roads, hospitals, and other buildings or structures. Only
military weapons are excluded from the weatment, includ-
ing vehicles and equipment whose sole purpose is o
launch or deliver weapons.

115. Treatment of cultivated natural growth as ouiput. All
cultivated natural growth is treated in SNA%93 as work in
progress and therefore as outpul. This includes growth of
agricultural crops, livestock and cultivated fishstock. vine-
yards, orchards and timber tracts. Natral growth of
biclogical resources that are not cultivated {c.g.. virgin
forests that are logged) is treated as "other changes in as-
sets” until harvested, when it is treated as part of output.
These treatments represent an extension of the production
boundary in the 1968 SNA {and in the ANA), insofar as
the 1968 SNA weated only growth in livestock and fish-
stock as work in progress. That treatment is now extended
to growth in agricultural crops, orchards, vincyards and
timber tracts. Such growth was treated in the 1968 SNA
(and is currently treated in the ANA) as outpul orly when
harvested.

116. Assets with a long production period to be treated as
changes in inventories (work in progress} until ownership
transfers. SNA93 makes it explicit that expenditure on
fixed assets that take a long time to produce is not (o be
treated as fixed capital formation until ownership is trans-
ferred 1o the eventual user of the assets. Output that is not
transferred remains part of the work in progress of the in-
stitutional unit producing the asset. However, the transfer
is deemed to have occurred under contracts of sale exe-
cuted in advance and in the case of all own account
construction. Ii is not expected that these treatments would
have a major impact on the ANA apart from that for
speculative construction, which would be treated as inven-
tories rather than as capital formation,

117. Treatment of incomplere services output as work in
progress. Incomplete services that take a long time to pro-
duce (e.g., architectural design, software development) are
treated in SNA93 as work in progress. This treatment was
not specified in the 1968 SNA and is not adopted in the



ANA. I is not known whether work in progress on such
services would be significant.

118, Extension of government inventories t¢ include all
goods held in inventories. The only govemment stocks
treated in the 1968 SNA as inventories were strategic ma-
terials, grains and other commodities of special
importance (o the nation. In the ANA very few govem-
ment stocks have ever been included. All government
stocks are trealed as inventories in SNA93. Introduction of
this change in the ANA would mean that a wide range of
stocks of the general government sector would be in-
cluded for the first time in inventories and change in
inventeries. General government stocks would mainky
comprise materials and stores used in the provision of
govemment services and, as such, would represent only a
small proportion of stocks in the economy as a whole.

119. Stocks of consumer durables fo be shown as memo-
randum items in balance sheets. The 1968 SNA’s
treatment of expenditure of households on consumer dur-
ables (e.g.. household appliances, motor vehicles {or
private use) as final consumption has been retained in
SNA93. This treatment also applies in the ANA. How-
ever, SNA93 recommends that suppicmentary information
he provided in the balance sheet accounts on the stocks of
consumer durables held by the household sector. It recom-
mends that this information be presenied acconding to the
types of consumer durables held. This type of information
has never been included in the ANA but a constant price
series of stocks of consumer durables is available from the
National Income Forecasting (NIF-10) model whose data
base is maintained by the ABS.

120. Gross fixed capital formation not resulting in a sepa-
rate identifiable produced asset to be reflected as
increased value of the asset embodying it. This recom-
mendation refers to expenditures associated with the
purchase, creation or improvement of an asset that may
not always be seen as part of expenditure on the asset.
Examples of such expenditures include ownership transfer
costs associated with the purchase of an asset {(e.g., real
estate commissions} and major improvements to existing
- assets that increase their productive capacity. SNA93 rec-
ommends that these expenditures be recorded as part of
capital formation relating to the asset with which they are
associated. The expenditures are to be included with the
value of the relevant asset in the balance sheet and in the
calculation of consumption of fixed capital related to that
asset. Real estate transfer costs and for major improve-
ments are estimated in the ANA but are not included with
the associated asset. They are depreciated separately,
Some minor extensions would necd to be made o meet
the SNA93 recommendations fully.

12}, Capital formation to include expenditure on valu-
abies. "Valuables” are defined in SNA93 as "produced
assets that are not used primarily for production or con-
sumption but acquired and held as stores of value",
Examples quoted include precious metals and stones, an-
tiques, and other art objects. By definition, valuables do
not lose value and are not used up in production, so no
consumption of fixed capital would be recorded for them,
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It is probable that some expenditures on valuables are cap-
tured as part of capital formation in the ANA but most
would be included with final consumption of households.
The separate identification of valuables in the ANA would
represent a significant change.

122. Other changes relating ro definition of assets.
SNA93 refers specifically to the inclusion of “historical
monuments” within the definition of produced assets.
Capital formation relating to more recently constrocted
items meeting this description would have been included
in the ANA but the inclusion of all historical monuments
in balance sheets would mise problems of coverage and
valuation. In SNA93, creation of fixed assets by commu-
nity activities is to be treated as output of households and
as capital formation of the sector responsible for the up-
keep of the assets. No data arc availabie on the value of
this type of activity in Australia.

Changes Related to Financial Activity

123. SNA93 is gencrally more specific than its predeces-
sor in relation to defining financial instruments and
activities, reflecting the changes that have occurred in fi-
nancial markets since the 1968 SNA was released. In
Australia. the financial accounts (Cat. No. 5232.00 were
developed only in the late 1980s and so take into account
developments in the financial sector that have forced
many of the changes to the 1968 SNA that are included
in SNA93. This section describes the changes included in
SNA93 relating to financial activity that would constitute
major changes in the ANA if implemented. The final para-
graph in the section describes changes included in SNA93
that would not be expected to involve major changes in
the ANA.

124. All interesr payable and receivable to be recorded on
an accrual basis. This recommendation reflects a general
aim in SNA93 to be more explicit in defining the applica-
tion of accrual accounting in the system. Introduction of
this change in the ANA would mean that all interest ac-
cruing each quarter on securities and other financial
instruments would be recorded whether due for payment
or not. The accrued interest would be added to the balance
sheet value of the financial assets and liabilities con-
cerned. Interest accruing on zero coupon and other "deep
discounted™ bonds has been so recorded in the ANA Over-
seas Transactions Account for some time but the approach
has not been applied to the accounts for domestic sectors
or to other types of instruments, which have generally
been recorded on a "due for payment” basis.

125, Changes to treatment of insurance. The basis of
measuring the output of insurance has been changed in
SNA93. Income from investment of insurance technical
reserves is now taken into account as pant of the outpul of
life and non-life (formerly "casualty”) insurance. The in-
come is recorded as being distributed to policyholders as
property income (see ilem “property income atiributed to
insurance policy holders” in Table 10 above) and is repaid
to the insurance corporations as premium supplements.

126. As well, the treatment of premiums and claims relat-
ing to non-life (i.e., "casualty") insurance has changed



between' the 1968 SNA and SNA93. These items were re-
corded when payable in the 1968 SNA but arc now o be
recorded when earned in the case of premiums and when
due in the case of claims. The differences between premi-
ums eamed and payable, and between claims due and
payable, are to be included in the balance sheet as a finan-
cial assct: "prepayments of premiums and reserves against
omstanding claims" (see Table 9 above). However, the
treatmeni currently adopted in the ANA is consistent with
that recommended in SNA93 so no change is required in
the ANA,

127. Other changes relating 1o financial activities, SNA93
makes a distinction between actual and contingent assets
and liabilities that is generally consistent with the current
treatment in the ANA, Financial assets and liabilities
deemed to be "contingent™ are not included in the system.
The treatment of gold is changed and made clearer with a
three-way breakdown: monetary gold included in interna-
tionai reserves; gold held as a store of value {included in
the new catcgory of "valuables”): and gold used for indus-
trial purposes. Purchases of small items of gold jewellery
by households are included in final consumption expendi-
ture. The distinction in the 1968 SNA between
"transferable” and "other" deposits has been removed and
the maturity classification of financial assets has been
relegated to a secondary classification.

128. SNA93 specifically includes a number of financial
instruments that were not mentioned in (he 1968 SNA.
These include various types of financial derivatives and
repurchase agreements {which are treated as similar to
Ipans secured by securities). While some guidance is
given in SNA9Y3 on the treatment of derivatives (e.g., in-
terest rate and currency swaps, forward rate agreements,
options). the practical implications for the ANA are not
yel clear.,

Changes Associated With Harmonisation With BPM35
129, A primary aim in the revision of the SNA and BPM5
was to remove unnecessary differences between the con-
cepts used in the two systems. As a result, a number of
changes from the 1968 SNA included in SNA93 are asso-
ciated with the process of "harmonisation”. However,
many of these changes had becn implemented in the ANA
and Australia’s balance of payments statistics before
BPM35 was issued. They are not discussed here. The one
major change not in this category, relating to reinvested
carnings of direct investment enterprises, is discussed be-
low. The remaining change, which would have only a
minor impact on the ANA, is summarised against the
heading "Other changes”.

130. Separate identification of direct foreign invesiment
and recording of reinvested earnings on direct foreign
investment. SNA93 includes the international flows of re-
invested eamings attributable to direct investors as part of
property income flows in the rest of world and relevant
domestic sector accounts. A contra entry, equal and with
opposite sign, is included under "shares and other equity"
in the financial account,
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131, Direct investment is investment in a "foreign direct
investment enterprise”, which is a branch of a non-resident
enterprise. or a corporation in which at least one {oreign
investor owns sufficient shares 10 have an effective voice
in management. The earnings of foreign direct investment
enterprises that are attributable 1o their direct investors and
that are retained rather than remitted as dividends or
profits are to be treated as if they are remitted. An amount
of the retained earnings based on the proportion of own-
ership of (he direct investor is imputed as remitlance of
property income (under the item "Rcinvested earnings on
direct foreign investment” — sce Table 10 above) in the
Primary Distribution of Income Account (see Table 3
above). In that account, this item on the "uses” side refcrs
to resident direct investment enterprises’ impuied remil-
tances to overseas and on the 'resources” side refers (o
resident direct investors™ receipts from direct investment
enterprises overseas. The same amounts are recorded as
reinvestment of the retained earnings in the Financial
Account (see Table 5 above) within the itern “shares and
other equity" (see Table Y above). Reinvestient in direct
investment enterprises overseas is recorded under
"changes in assels” and reinvestment in resident direct in-
vestment enterprises is recorded under "net incurrence of
liabilities".

132. A measure of the effect of this change on the ANA
if introduced can be gained from Table 61 of ABS Cat,
No. 5204.0. The table includes a memorandum item titled
"Undistributed income”, which shows for 1992-93 that di-
rect investment retained camings receivable totalled $1930
million and direct investment eamings payable totalled
$2318 million.

133, Other changes from harmonisation with BPM5. Final
consumption expenditure of households is no longer to be
adjusted to a "national” basis by excluding purchases of
non-residents in domestic markets. The present ANA
treatment is to show components of private final con-
sumption expenditure on a gross basis with an adjustment
item that adds expenditurc by Australian residents over-
scas and deducts expenditure by non-residents in domestic
markets.

Effect on Constant Price Estimates

134, Chain Indexes. SNA93 is more flexible with regard
to the choice of the methods used to compile price index
numbers to calculate volume measures for GDP and other
aggregates. It nevertheless indicates a clear preference for
a "chain volume index” for measuring the change in vol-
ume of GDP. A chain volume index is an index for which
estimates are rebased regularly {(gencrally annually) with
the price weights always closely reflecting the price rela-
tivitics relevant to the reference period. Chain volume
indexes provide better indicators of growth than the more
conventional constant price estimates in situations where
the price and volume relativities of major components are
changing rapidly over time. For example, this is currently
occurring in Australia for aggregates with computer equip-
ment as a substantial component. Computer equipment
prices have been falling rapidly and usage has been



growing at a faster rate than for most other goods. In these
circumstances the traditional constant price estimates will
be inaccurate indicators of growth. SNA93 recommends
that chain volume indexes should be expressed in dollar
values, rather than index numbers, by expressing the index
vatues in terms of the values in a base year.

135, The ABS has alrcady taken an in-principle decision
te introduce chain indexes, and development of systems to
produce them is under way, Initially, experimental chain
indexes will he derived from annually rebased constant
price estimates for selected series. including imports and
private capital expenditure on equipment, These aggre-
gates have been chosen because they are the componenis
most affected by the "computer equipment price problem’,
The ABS will need to decide how it will publish constant
price estimates in future. Current thinking is 10 publish
chain volume indexes in addition to the existing five-
yearly rebascd constant price estimaics rather than as a
replacement for them. This strategy is prefermed because
the components of chain indexes are not additive.

136, Other Matters Relaied 1o Constant Price Estimates.
Since SNA93 includes a revaluation account (see Table
7(b) above), which segregates nominal, neutral and real
holding gains and losses, uscrs can adjust nominal interest
flows to arrive at reai interest flows, SNA93 recommends
that real net national disposable income be derived by us-
ing the implicit price deflator for gross domestic final
expenditures (currently referred to as gross national ex-
penditure in the ANA) to convert net primary incomes and
current transfers paid overseas (o real values and then sub-
tracting them and consumption of fixed capital at constant
prices from real gross domestic income. Regarding inter-
national comparisons of the volume of GDP, SNA93
recommends the conversion of currencies at purchasing
power parity (PPP). It also recommends that price indexes
for unique structures be based on carefully selected repre-
sentative structures and experts' estimates of costs to build
the structures in successive years. SNA93 rccommends
volume movements in non-market production be based on
output rather than input indicators as far as possible.
Where this is not possible. it is recommended that either
the sum of the constant price estimates of all inputs or a
labour productivity-adjusted measure of labour input
should be used instead.

Effect on Input-Output Statistics

137. SNAY3 retains as an tntegral part of the system the
detailed analysis of production by industries and flows of
goods and services by kinds of products which are known
as input-cutput tables. For this purpose it includes a cen-
tral supply and use table showing the resources and uses
of goods and services for each type of product and the
production and generation of income accounts for each in-
dustry, The type of product classification recommended is
the Central Product Classification (CPC), which is dis-
cussed under the section above headed "Classifications”,
and the industry classification recommended is the Inter-
national Standard Classification of Industries (ISIC),
which is discussed in the same section above,

29

138. The rccommendations in SNA93 relating to input-
output involve no changes in content and structure of the
accounts other than those described ahove relating to the
main accounts that carry through to input-output tables.
Readers with a specific interest in input-output tables
should therefore takc the discussion in this discussion
paper relating to the production and generation of income
accounts as indicative of the sorts of changes full imple-
mentation of SNA93 would introduce (o the Ausmalian
input-output tables. They should also refer to the appendix
to this paper dealing with the adoption of a revised meth-
odology for compiling the ANA using input-output tables
as a benchmark.

Effect on Capital Stock Estimates

139. The annual estimates of capital stock published by
the ABS in Cat. No. 5221.0 would still be compiled with
full implcmentation of the SNA, but might not he publish-
ed as such. given that most of the information they
include would be pubiished as part of other accounts in
the system (for cxample. the balance sheets and the Other
Changes in Volume of Assets Account). The perpetual in-
ventory method used to produce the ANA capital stock
estimates is retained in SNA93 as the recommended
method for deriving estimates of the value of fixed asscts.
The estimates that would be required to produce balance
sheet data classified as recommended in SNAY3 (see Ta-
ble 9 above} would include much more detail on types of
assel than currenly compiled for Cal. No. 5221.0.

Effect on State Accounts

140. SNA93 makes brief reference to the desirability of
producing "regional accounts™ in couniries where sub-na-
tional regions are important. It gives an accouni of the
conceptual and practical problems associated with produg-
ing regional accounts but makes no specific
recominendations that would alter the way the State ac-
counts in Australia are compilcd. Users of the Australian
State accounts can therefore assume that those accounts
would not change with full implementation of SNA93
other than by carrying (hrough changes to th¢ main ac-
counts, as described above. to the State accounts, The
extent to which major extensions to the main accounts
could be carried through to the State accounts would de-
pend on questions of feasibility, costs and priorities, as
discussed in the introduction o this paper.

Effect on Financial Accounts

141, The quarterly financial accounts produced by the
ABS (Australian Naiional Accounts: Financial Accounts -
Cat No. 5232.0) include information on the levels and
flows of financial asscts and liabilities in the economy
cross classified by nstitutional sub-sector and financial in-
strument, and by counterparty sector (i.e. the seciors on
which the subject sector has financial claims, or with
which it has incurred liabilities), The Australian financial
accounts therefore include a great deal of information sub-
ject to the standards in SNA93, As well, they include
some data derived from information subject 1o the stand-
ards that goes beyond the level of detail recommended in
SNA93,



142. Much of what is published in Cat. No. 5232.0 is an
integral part of certain accounts reccommended in SNA93
(for example. the financial account and the balance sheet
accounts), Users of Cat. No. 5232.0 can therefore gauge
the effect of implementing SNA93 on the information in
Cat. No. 5232.0 from the discussion above rclating to
those accounts and the related classifications. Once the ex-
tent of implementation of SNA93 has been determined the
ABS will have to decide whether Cai. No. 5232.0 will
continue in its current form, or whether the information it
contains will be included with the publication of other in-
formation rccommended in SNAY3,

Social Accounting Matrices and Satellite Accounts

143, SNA93 introduces the concepts of social accounting
matrices {SAMs) and satellite accounts. The SNA lends
itself to presentation in matrix format. Matrices can pro-
vide an overview of the wholc system or disclose new
information through bringing together data not otherwise
confronted within the system. SAMs apply additional dala
to shed light on specific issues such as inequality among
houschold groups and the causes and consequences of
those inequalities. Satellite accounts arc more in the nature
of extensions of the system to provide information on se-
lected areas of social concern. They may require
additional data and employ complementary and alternative
concepts and classifications.

144, The scope for developing SAMs and saicllite ac-
counts is considerable and SNA93 makes no specific
recommendations to guide countries on a particular path
of development. For this reason the notion of "full imple-
mentation” applied elsewhere in this discussion paper docs
not apply. This section of this discussion paper is there-
fore Himited to a brief description of the nature of SAMs
and satellite accounts. The aim is to illustrate the potential
offered by these concepis so that readers can indicate ar-
eas of interest that will guide the ABS in developing
SAMs and satellite accounts thal are most likely to be
beneficial to the community,

145. A SAM is the presentation of SMA accounts in a ma-
trix which elaborates the linkages between a supply and
use table and mstitutional sector accounts, although the
supply and use table is generally less detailed than typi-
cally used in input-output tables. SAMs can incorporate
data, both monetary and non-monetary, from outside the
basic national accounting system. Examples of such data
include: size and composition of the population by house-
hold group: production capacity by industry; life
expectancy: infant mortality; nutrient intake, The aim is to
provide an integrated set of tables 1o facilitate analysis and
modelling of particular economic and social relationships.

146. An example of a SAM given in SNA93 will illus-
trate the type of approach involved. Working from a
matrix based on the main accounts, the example incorpo-
rates various disaggregations within selected accounts,
particularly the generation of income account, o include
additional information on compensation of employees by
type of household and category of employed person. As
well, other clements of the matrix are disaggregated by
standard components of the system such as industry and
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product. This SAM focuses on income generation and pro-
vides a framework for linking labour market analyscs and
national accounting aggregates for various scctors and in-
dustries. Introducing external data into the framework (for
example, a decomposition of incomes into full time
equivalent emptoyment and average wage rates, and infor-
mation on potential work force expressed in full time
equivalents) would yicld information related to unemploy-
ment and other social issues that is consistent with major
macro-cconomic indicators in the national accounting
framework. A more detiled version of the SAM incorpo-
rates information on the location (urban or rural) of the
work force and the occupations of employed persons.

147. As indicated above. satellite accounts go somewhat
forther than SAMs in that they allow for the development
of alternative presentations which nevertheless can be
linked to the main system. SNA9Y3 does not specify a sct
of satellite accounts but provides a framcwork for the de-
velopment of satellite accounts. It suggests that a first step
will often be some reanalysis of the existing data, For ex-
ample, in relation to production it might be necessary to
recompile data for units that are more homogenous than
the establishment units used to compile industry data. It
might be necessary for certain analyses to extend the pro-
duction boundary to include unpaid household work. For
studies of income distribution implicit benefits such as tax
benefits might have to be made explicit. For environ-
mental accounts, negative transfers such as pollution
created by producers would need to be taken inte account.

148, SNA93 suggests that satellite accounts can cover the
whole economy, in which case they may produce concep-
tual variants of the main aggregates, or they can he
designed for functionally oriented segments of the econ-
omy {e.g., tourism, cnvironmental protection, health,
education). Depending on the field, the accounts will em-
phasise production and uses of specific goods and
services, or analysis of ransfers, or analysis of a combi-
nation of these elements. The SNA discussion of some of
these elements illustrates the nature of the types of ac-
counts that might he developed:

Components of usesinational expenditure: the focus is on
the way goods and services are produced, on the types of
producers involved, the kinds of capital and labour used
and the efficiency of the production process. The frame-
work 1s developed from the componenis of national
expenditure applied to the goods and services under study.
The study can be extended to cover the supply of goods
and services used in production of the target goods and
services. It can also embrace expenditures of particular in-
terest, for example environmental protection cxpenditures.

Usersibeneficiaries: the focus is on consumption, by sepa-
rating the production and consumption aspects of the basic
accounts within categories of interest. Since most interest
is likely to concern households. further breakdowns of that
sector are often required. for example size of income, sex,
location, etc,

-Financing: the focus here is on the units providing finance

for economic activity in the sensc of bearing the ultimate



expense. Ultimate consumers are not necessarily the bear-
ers of ultimate expense and factors must be taken into
account such as the financing of capital formation and
transfers, financing through borrowing and capital trans-
fers, and expenses made out of disposable income, For
example, in this analysis nron-profit institutions are treated
as ultimate financing units, not the households paying
contributions to them.

Production and products: this approach looks in detail at
producers of particular products of interest. Production
and generation of income accounts for these producers are
the starting poini, with analysis of physical units of output
of different types, of the destination of outputs, and of the
labour and capital used. The number of people employed,
and their characteristics (e.g.. skills, sex) may be included,
as well as physical information on inventories and capital
equipment.

Full accounts of characteristic producers: this refers to
analysing production units in conjunction with the institu-
tional units to which they belong in order 1o provide the
full range of accounts for institutional units grouped ac-
cording to cammon (or "characteristic”) outputs. This type
of analysis is an attempt to overcome the problem that the
system does not provide for analysing institutional units
grouped into industries.

Non-monetary data. the introduction of non-monetary data
can he related to output, for example units produced, con-
sultations performed (e.g.. by doctors), bed nights per
month {c.g., in hotels), ctc. The labour force can be meas-
ured in working hours, full-time eguivalent person years,
etc. Non-monetary data can also be important in measur-
ing uses and benefits.

149, The one area for which SNA9Y3 applies the general
approach described above in more detail is "integrated en-
vironmental and economic accounting”. The recommended
approach is to extend the basic system by (reating natural
resources as capital, to record their depletion and degrada-
tion as usage of that capital, and to record the implicit
transfers involved. Some of these clements are already
captured in the system but nced to be disaggregated and
reclassified to yield the required information. This particu-
larly applies to information in the "Other Change of
Asscts Account”.
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150. Three approaches to environmental accounting are
discussed in SNA93: natural resource accounting in physi-
cal terms; environmental accounts in monetary terms; and
welfare approaches. These will not be discussed in detail
here but their existence suggests that decisions on devel-
oping environmental accounts will not be straightforward.
SNA93 provides some illustrative information on how the
basic SNA framework can be extended to produce envi-
ronmental accounts that include physical data. The
discussion is based on the system of environmental eco-
nomic accounts (SEEA) presented in the United Nations’
handbook "“Integrated Environmental and Economir
Accounting”. The discussion included in SNA93 will not
be summarised here but readers should be aware that this
basis for developing environmental accounts is available
and will be considered by the ABS in developing its ap-
proach to environmental accounting.

CHANGES TO AUSTRALIA'S INTERNATIONAL
ACCOUNTS THAT WOULD RESULT FROM
FULL IMPLEMENTATION OF BPMS

151. This section sumumarises the information that statis-
tics on Australia’s balance of payments and intcmational
investment position would include were the ABS o im-
plement BPMS in lull and compares that information with
the information currently available. The section deals
firstly with the effects on the structure and content of bal-
ance of payments statistics and secondly with the effects
on the structure and content of statistics of the Australian
intemational investment position. It then discusses some
of the conceptual and other changes that would be intro-
duced by implementation of BPMS.

Effect on Structure and Content of Balance of
Payments Statistics

152. As mentioned in paragraph 26, the most obvious
change to Australia’s currently published balance of pay-
ments statistics that would occur were ABS to implement
BPMS in full would be in the broad structure and content
of the accounts. At the broadest level, the most obvious
changes to the structure of the accounts are the renaming
of the Capital Account to the Financial Account and intro-
duction of a third account, the Capital Account. Thesc and
other differences between the existing Australian balance
of payments presentation and BPMS35 are evident from the
comparison of the broad structure shown in Table 11
below.



TABLE 11: COMPARISON OF EXISTING ABS BALANCE OF PAYMENTS CLASSIFICATION
AND BPM5 CLASSIFICATION

Existing Australian presentation

BPMS presentation

Current Account

Merchandise
Services

Income

Unrequited transfers

Capital Account
Official sector

General govermment
Foreign investment in Australia
Australian investment abroad

Reserve Bank of Australia
Foreign investment in Australia
Australian investment abroad

Non-official sector
Foreign investment in Australia
Australian investment abroad

Current account

Goods

Services

Income

Current transfers

Capital and Financial Account

Capital Account

Capital transfers
Acquisition/disposal ef non-produced.
non-financial assets

Financial Account

Direct investment
Abroad
In Australia

Portfoito investment
Assels
Liabilities

QOther investment
Assets
Liabilities

Reserve assets

153. Supetficially, some parts of the BPMS presentation
(especially in the current account) appear to be direct
counterparts of components of the existing system. While
this is correct in some cases, in others there are significant
differences in the content of the two classifications. The
discussion in this section will identify those differences.

154, Auystralia’s balance of payments statistics are divided
into a Current Account and a Capital Account, The
Current Account comprises:

Merchandise
Imports and exports of goods.

Services
Imports and exponts of shipment, other transportation,
travel and other services.

Income

Interest and other investment income arising from for-
eign investment in Australia and Australian investment
abroad, and other types of income such as income
eamed by travellers and income from insurance and
royalties.

Unrequited transfers

The offsets to transactions for which there is no quid
pro quo, such as foreign aid payments and funds that
migrants transfer upon settiement in their new country,

155. The Capital Account in the existing system com-
prises transactions in Australia’s foreign financial assets
and liabilities as well as changes resulting from the atlo-
cation/cancellation of Special Drawing Rights (SDRs) by
the IMF and the monetisation/de-monetisation of gold by
the Reserve Bank of Australia. The statistics are presented
using the classifications shown below. which differ in
many respects from the classifications recommended in
BPMS:

Institutional sector
For example. official and non-official.

Direction of investment
Foreign investment in Australia and Australian invest-
ment abroad.

Type of capital
Direct investment, ‘portfolio and other’ investment,
and reserves.

Instrument of investment
For example, equity, borrowing and lending.

156. The main changes to existing Australian balance of
payments categories that would be introduced by imple-
menting BPMS are outlined below.



Merchandise

157. The currently published Merchandise category in
Australia’s balance of payments would be replaced by the
BPMS standard component Goods. Al of the items cur-
rently published under Merchandise would be included in
the BPM5 Goods component. Within Goods, most of the
items would be classified in the General Merchandise
component. Goods for processing are to be included on a
gross basis in the Goods account, with the processing,
which is currently recorded as services, being recorded as
either goods or services depending on the ultimate desti-
nation of the processed goods. Repairs to goods and goods
procured in ports. which are currenily classified under
Services in Australia’s balance of payments, would be
separately identified and shown in separatc components
under Goods.

158. BPM3 also identifies and shows transactions in non-
monetary gold as a separate component under Goods.
Non-monetary gold is further disaggregated into the fol-
lowing components: gold held as a store of value; and
other gofd.

[59. The ABS cumrently classifies exports into two broad
headings and fourteen commodity classifications, while
imports are classified into three broad headings and
(wenty-six commodity classifications. The BPMS classifi-
cation has five main headings under Goods, with the last
component, non-monetary gold, split into (wo
sub-components. Of the BPMS5 components, only non-
monetary gold is separaicly published at present in
Australia’s balance of payments but it is not further dis-
aggregated.

Services

160. Services are currently published in Anstralia’s bal-
ance of payments under the headings of Shipment, Other
Transportation, Travel and Other Services. Under BPMS3,
Shipment and Other Transportation would be combined
and classified to the BPMS component Transportation,
with brcakdowns by type of transportation (ie, sea trans-
port, air tfranspert, and other transport) and by type of
service (ie, passenger, freight and other). Some items
currcnlly included in Shipment and Other Transporiation
would be reclassified elsewhere. These items are;
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¢ insurance on freight, which would be reclassified
from Shipment 10 the BPMS5 component. Insurance
Services;

* goods procured in ports. which would be reclassi-
ficd from Oiher Transporiation to the BPM5
(Goods component and then shown as a separate
component in its own right; and

+ passenger fares paid for cruises. which would be
reclassified from Other Transportation to the
BPMS component, Travel.

161. BPM5 recommends that travel be classified by pur-
pose: business travel, personal travel, health-related travel,
educaiion-related travel and other travel. The ABS
statistics currently provide information on only two
purposes — students” expenditure and other,

162. Full implementation of BPMS would also involve a
number of other changes to Australia’s balance of pay-
ments Services statistics, including:

» an expanded breakdown of types of services;

s 3 changed methodology for measuring Insurance
services:

¢ the inclusion of implicit service fees on foreign cx-
change trading and fees on transactions in financial
derivatives; and

s the reclassification of royalties and licence fees
from Income to Services.

163, Table 2 below compares the items in the existing
goods and services account in Australia’s regular balance
of payments statistics with the items in the corresponding
BPMS account. Services commodity information at a
more detailed level than shown by the existing Australian
items is currently available annually but for recent years
only.

TABLE 12: COMPARISON OF EXISTING ABS CLASSIFICATION OF GOODS AND SERVICES AND
BPM5 CLASSIFICATION

Existing Australian ltem

Corresponding BPMS5 Items

Merchandise

(Exports are shown under (wo broad headings in 14
commodity categories and imports under three
broad headings in 26 commodity categories).

Goods

Merchandise
Goods for processing™
Repairs on goods*
Goods procured in ports by carriers®
Non-monetary gold
Held as a store of value
Other non-monetary gold

*  ltems reclassified from services,

contimeed ...



TABLE 12: COMPARISON OF EXISTING ABS CLASSIFICATION OF GOODS AND SERVICES AND
BPMS CLASSIFICATION — continued

Existing Australian Ttem

Corresponding BPMS Items

Scrvices

Shipment
Freight on merchandise
Insurance on merchandise

Other transportation

Passenger services
Port services, elc.

Travel
Students’ expenditore
Other

Other services

Official sector

Defence services } split for
Financial services ) debits
Miscellaneous services ) only

Non-official sector

Expenditure of:
Foreign/Australian governments
Foreign/Australian government employees
Other non-resident/resident entity employees

Financial services

Insurance services n.e.c.

Miscellaneous services

Services
Transportation

Sea transport
Passenger
Freight
Other

Air transport
Passenger
Freight
Other

Other transport
Passenger
Freight
COther

(‘Passenger’ scrvices excludes cruise fares — now un-
der Travel; “Freight’ services excludes insurance on
freight — now under Insurance; and ‘Other’ services
excludes goods procured in ports and repairs to trans-
port equipment — now under Goods. )

Travel
Business (includes expenditure out of income
earmned by travellers)
Personal (includes cruise fares)
Health-related
Education-retated
Other

Communication scrvices
Construclion services
Insurance services™
Financial services
Computer and information services
Royalties and license fees
Other business scrvices
Merchanting and other tradc rclated services
Operational leasing services
Miscellaneous business, professional & technical
services
Legal. accounting, management consulting and
public relations
Advertising. market research. and public
opinion polling
Research and development
Architeclural, engineering, and other technical
services
Agricultural, mining. and on-site processing
Other

*  Memorandum itemns specified for gross premiums and gross claims.

comtinued ...
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TABLE 12: COMPARISON OF EXISTING ABS CLASSIFICATION OF GOODS AND SERVICES AND
BPM3S CLASSIFICATION — continued

Existing Australian Item

Corresponding BPMS5 Items

Personal. cultural, and recreational services
Audiovisual and retated services
Other cultural and recreational services
Government services n.i.e.

(*Other services' excludes:

« repairs to and processing of goods — now under
Goods: and

» cxpenditure out of income eamed by non-resident/
resident employees of resident/non-resident entities —
now under Travel.

*Services” includes:

» changed scope and measuremeni of insurance
Services.;

+ implicit fees for trading in foreign exchange and
fees on transactions in financial derivatives; and

« the reclassification of royalties and licence fees
from fncome to Services).

Income

164. Income is currently presented in Australia’s balance
of payments under two main headings: Property income
(dividends. reinvested earnings, interest, other earn-
ings/payments. royalties and other fees for use of
intetlectual property); and Labour and other income (in-
cluding cxtraordinary insurance claims arising from
natural disasters and the like), Within property income, a
distinction is made between investment income and other
property income, with the former further disaggregated by
sector {official and non-official). Within non-official sec-
tor investment income, disaggregations by type of
investment (direct investment, and "portfolic and other”
investment) and type of income (reinvested eamings, re-
mitted profits, dividends and interest) arc shown. Other
property income is broken down into cinema and televi-
sion film royalties, and other.

165. Full implementation of BPM5 would introduce the
following main changes:

« removal of the official/non-official sector split;

s separate identification of "portfolio" investment
earnings from "other” types of investment eamings;

o a distinction between interest on honds and notes
and interest on money market instruments and fi-
nancial derivatives;

& the reccording of all intcrest payable or reccivable
on an accruals basis, rather than a due for payment
basis;

» the recording of direct investment income on the
basis of the new definition of direct investment;

s the calculation of reinvested earnings using current
replacement cost estimates of depreciation and ex-
cluding holding gains and losses from valuation
changes;

» the reclassification of royalties and licence fees eic.
to the BPMS Services component:

s the removal of the insurance income item and its
replacement by cntries for premiums (minus the
service charge) and gross claims within the BPM35
Current Transfers component;

e the inclusion of net interest flows associated with
financial derivatives;

» the recording of direct investment income flows on
a gross basis; and

¢ the imputation of income to households arising
from their net equity in life insurance reserves and
pension funds.

166. The BPMS income classification comprises two main
headings: Investment income and Compensation of em-
ployees. Within Investment income, there ar¢ seven
components. Compensation of employees is not further
split. In Australia’s classification. there are ten sub-head-
ings within Investment income. two sub-hcadings within
Other property income, and three sub-headings within La-
bour and other income.

167. Table 13 below compares the items in the income
classification currently used in Australia’s balance of pay-
ments statistics with the income classification in BPMS.



TABLE 13: COMPARISON OF EXISTING ABS CLASSIFICATION OF INCOME AND BPM5
CLASSIFICATION

Existing ABS Classification

BPMS5 Classification

Labour and other income
Official sector
Non-official sector

Labour income
Insurance income

Property income

Investment income
Official sector
General government
{Interest debits split by domiciled in
Australia and domiciled abroad)
Reserve Bank of Australia
Non-official sector
Direct investment income
Reinvested eamings
Distributed eamnings
Remitted profits
Dividends
Interest

Portiolio & other investment income
Dividends
Interest
{Interest debits split by public
sector and private Scctor)

Other property income
Cinema and television royaltics
Other

Compensation of employees
Investment income

Direct invesiment
Income on equity
Dividends and distributed branch profits
Reinvested eanings and undistributed
branch profits
Income on debt (interest)

Portfolio investment™
Income on cquity (dividends)
Income on debt (interest)
Bonds and notes
Monecy market instruments and financial
derivatives

Other investment®

* The following supplementary sector information is sought under BPMS: monetary authorities; general government; banks; other sectors.

Unrequited Transfers

168. In Australia’s currently published balance of pay-
ments statistics, unreguited fransfers cover all transfers,
regardless of their nature or purpose. A disaggregation
into official and non-official transfers is shown, plus a fur-
ther dissection by type of transfer (e.g., migrants’
transfers, foreign aid. eic.). In contrast, the term
‘unrequited” has been dropped in BPMS and transfers are
split into Current and Capital transfers. In addition, while
current fransfers arg included in the Current Account,
capital transfers are part of the new Capital Account,
which comprises capital wansfers and the acquisition or
disposal of non-produced. non-financial assets, such as
embassy land, patents and copyrights. Current transfers in
BPMS are split into General governmeni transfers and
Other sectors’ transfers, with the latter item further split
into workers’ remittances and other transfers.

169. Capital transfers are defined in BPMS as transfers
which consist of the transfer of ownership of a fixed asset
or the forgiveness of a liability by a creditor when no
counterpart is received in retum. Cash transfers (e.g., for-
gign aid) are regarded as capital transfers if they are
linked to the acquisition or disposal of a fixed asset. that
is if they result in a change in the stocks of asscts of one
or both parties to the transaction (€.g.. investment grants).
All migrants’ transfers at the time of migration are also
regarded as capital transfers. Capital transfers in BPMS5
are split into General government transfers and Other sec-
tors' transfers, with scparatc sub-components for debt
forgiveness, migrants’ transfers and other transfess.

170. Table 14 below compares the classification of trans-
fers currently used in Australia’s balance of payments
statistics with the classification of transfers in BPMS5.



TABLE 14: COMPARISON OF EXISTING ABS CLASSIFICATION OF TRANSFERS AND BPMS
CLASSIFICATION

Existing ABS Classification

BPMS5 Classification

Unrequited transfers

Official sector
Foreign aid
Pensions
Miscellaneous

Non-official sector
Migrants® transfers
Withholding taxes
Misccllaneous

Current Transfers
General govemment™
Other sectors

Workers®™ remittances
Cther transfers

CAPITAL ACCOUNT

Capital Transfers

General government
Debt forgiveness*
Other*

Other sectors
Migrants™ transfers
Debt forgiveness*
Other

Acquisition/disposal of non-produced. non-financial
assets

* Various supplementary components are specified for exceptional financing transactions.

Capital account

171, In Ausiralia’s present balance of payments presenta-
tion, transactions in foreign financial asscts and liabilities
are shown in the capital accouns. In BPMS, this account
has been renamed the financial account. As noted pre-
viously, the capital account in BPMS3 is a new account
which comprises capital transfers and the acquisition or

disposal of non-produced, non-financial assets. such as
embassy land, paients and copyrights.

172. Table 15 below compares the classiflication in the capi-
tal account curreatly used in Australia’s batance of payments
statistics with the comesponding parts of the classification in
the capital and financial accounts in BPM3.

TABLE 15: COMPARISON OF ITEMS IN EXISTING ABS CAPITAL ACCOUNT WITH CORRESPONDING
ITEMS IN BPM5

Existing ABS Classification

BPM5 Classification

CAPITAL ACCOUNT
Official sector
General government
Foreign investment in Australia
Borrowing
Domiciled abroad
Domiciled in Australia
Other
Australian investment abroad
Lending
Accounts receivable/prepayments made
Other
Reserve Bank of Australia
Foreign investment in Australia
Use of IMF credit
Other

FINANCIAL ACCOUNT*
Direct Investment
Abroad
Equity capital
Claims on affiliated enterprises
Liabilities 1o affiliated enterprises
Reinvested eamings
Other capital
Claims on affiliated enterprises
Liabilitics to affiliated enterprises
In Australia
Equity capital
Claims on direct investors
Liabilities to direct investors
Reinvested eamings
Other capital
Claims on direct investors
Liabilities to direct investors

* Various supplementary compenents are specified for excepticnal financing transactions.




" TABLE 15: COMPARISON OF ITEMS IN EXISTING ABS CAPITAL ACCOUNT WITH
CORRESPONDING ITEMS IN BPMS — continued

Existing ABS Classification

BPMS5 Classification

Australian investment abroad
Rescrve assels
Official reserve assets
Monetary gold
Special drawing rights
Reserve position in [MF
Foreign exchange
Allocation/cancellation of SDRs
Monetisation/demonetisation of gold
Other
Non-official sector
Foreign investiment in Australia
Direct investment
Reinvestment of ¢arnings
Corporate equities
Net equity in branches
Borrowing
Other
Paortfolio and other investment
Corporate equities
Borrowing
Public sector
Private sector
Accounts payable/prepayments received
Public sector
Private sector
Australian investment abroad
Direct investment
Reinvestment of eamings
Corporate equities
Net equity in branches
Lending
Other
Portfolio and other investment
Corporate equities
Lending
Banks
Non-bank enterprises
Accounts receivable/prepayments made
Public sector
Private sector

Portfolio investment
Assets
Equity securities *
Dcbt securities
Bonds and notes*
Money market instruments *
Financial derivatives *
Liabilities®***
Equity securities *
Debt securities
Bonds and notes*
Money market instruments*
Financial derivatives *
Other investmeni
Assels
Trade credits **
Loans **
Currency and deposits *
Other assets **
Liabilitics****
Trade credits ¥*¥
Loans k%
Currency and deposits *
Other liabilities **
Reserve asscis
Monelary gold
Special drawing rights
Reserve position in the Fund
Foreign exchange
Currency and deposits
With monetary authorities
With banks
Securitics
Equities
Bonds and notcs
Money market instruments and financial
derivatives
Other claims

*  These items are cross classified by relevant sectoss, including: monetary authanties; general government; banks; other sectors.

**  These items are cross classified by relevant sectors and whether the instrument is long term or shost term.

#+% These items are cross classified by relevant sectors, by long term/shost term and, for long term liabilities, by drawing and repayments.
**#%  Supplementary components are specified for 1.iabilities constituting foreign aviborities’ reserves, splil by instrument and sector.

173. In Australia’s international accounts statistics, the
capital account, investment income and intemnational in-
vestment position are inter-linked, and any changes
affecting one will affect the others. Financial transactions
are presented in a hierarchical classification, which shows
a primary split by resident institutional sector
{official/non-official), then by direction of investment
(foreign investment in Australia or Australian investment
abroad), type of capital (direct investment, ‘portfolio and
other” investment, and reserves) and finally by instrument
of investment (e.g.. equity, borrowing). In total, fifty basic
iterns are shown in Australia’s Capital Account. In the

BPMS3 Financial Account, the first level of the hierarchy
is type of capital, split into assets and liabilitics. Within
the asset and liability catcgories, details of instruments of
investment and, in some cases. sectors and maturity are
presented. A number of supplementary classifications are
also shown in the BPMS {ramcwork. One hundred and
twenty-four basic componenis are listed in the Financial
Account of BPMS5 and a further twenty-live basic compo-
nents are shown for harmonisation and reconciliation with
the SNA93, These basic components are further split by
country and by sector of the forcign party to the
transaction.



Effect on Structure and Content of International
Investment Position Statistics

174. BPMS mncorporates, for the first time, recommenda-
tions and guidelines for the recording. classification and
presentation of statistics on countries’ international invest-
ment positions. Australia’s international investment
position (1[P) statistics have been conceptually integrated
with the balance of payments for many years, As a result
of previous work undertaken by the ABS, the basic struc-
turc and concepts of Ausiralia’s international invesiment
position statistics alrcady conform closely to BPMS rec-
ommendations.

175. A number of different classifications are used in pre-
senting Australia’s [IP statistics and several different
analytic views are provided by using these classifications
in different sequences and combinations. The two primary
classifications are by type of instrument (e.g.. equity, debt,
other) and direction of investment (ie. foreign investment
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in Australia and Australian investment abroad). Other ma-
jor classifications are by sector and type of capital. The
BPMS3 IIP classification is essentially the same as its clas-
sification of transactions in the financial account of the
balance of payments. The changes that would be required
to Australia’s IIP statistics to fully implement BPMS
largely parallel those described earlier for that balance of
payments account. In particular, a considerable amount of
additional detail would be required as weil as some reclas-
sifications, revised definitions, and new methodologies.
Table 16 below compares the classifications used in
Australia’s IIP siatistics, for both positions and change in
posittons, with those recosnmended in BPMS, For posi-
tions, the Australian classification that is shown is based
on direction of investment as this view allows a closer
correspondence hetween the classifications. The main dif-
ference that occurs between the classifications of "change
in position”. is that BPMS requires price changes to be
shown separately.

TABLE 16: COMPARISON OF ITEMS IN EXISTING AUSTRALIAN IIP STATISTICS WITH
CORRESPONDING ITEMS IN BPMS

Existing ABS Classification

BPM 3 Classtfication

Foreign Investment in Australia
Official sector
General government
Borrowing
Domiciled abroad
Domiciled in Australia
Other
Reserve Bank of Australia
Non-official sector
Direct investment
Corporate equities
Net equity in branches
Borrowing
Other
Portfolio and other investment
Corporate equities
Borrowing
Pubiic sector
Private sector
Accounts payable/prepayments received

Liabilities
Direct investment in Australia
Equity capital and reinvested eamings
Claims on direct investors
Liabilities to direct investors
Other capital
Claims on direct investors
Liabilities to direct investors
Portfolio investmeni
Equity securities*
Debt securitics
Bonds and notes*
Money markel instruments™
Financial derivatives*®
Other investment
Trade credits**
LDanS"'*
Currency and deposits*
Other liabilities**

continued ..



TABLE 16: COMPARISON OF ITEMS IN EXISTING AUSTRALIAN 1P STATISTICS WITH
CORRESPONDING ITEMS IN BPMS — continued

Existing ABS Classification

BPM3 Classification

Australian Investrnent Abroad
Official sector
Reserve assets
Lending
Accounts receivable/prepayments made
Other
Non-official sector
Direct tinvestment
Corporate equities
Netl equity in branches
Lending
Other
Portfolio and other investment
" Corporate equities
Lending
Accounts receivable/prepayments made

ASSCLS
Direct investment abroad
Equity capital and reinvested eamnings
Claims on affiliated enterprises
Liabilities to affiliated cnterpriscs
Other capital
Claims on affiliated enterprises
Liabilities to affitiated enterprises
Portfolie investment
Equity securities*
Debt securities
Bonds and notes*
Money market instruments*
Financial derivatives®
Other inyestment
Trade credits**
Loans™*
Currency and deposits™
Other assets**
Reserve assets
Monetary gold
Special drawing rights
Reserve position in the Fund
Foreign exchange
Currency and deposits
With monctary authorities
With banks
Securitics
Equities
Bonds and noies
Money market instruments and financial
derivatives
Other claims

Change in Position

Level at beginning of period
Reinvestment of earnings
Ohher fransactions

Exchange rate variations
Other changes

Level at end of period

Change in Position

Position at beginning of period
Transactions

Price changes

Exchange rate changes

Other adjustments

Position at end of pertod

* These items are cross ciassified by reievant sectors. including: monetary authorities; general govemment; banks: other sectors.
** These uems are cross classified by relevant sectors and whether the instrument is long term or shofl term.

Other Changes

176. Apart from the changes to the structure and content
of the accounts and classifications used in Australia’s bal-
ance of payments and HP statistics, full implementation of
BPMS5 would intreduce a number of conceptual and other
changes not immediately evident from, or detailed in, the
foregoing discussion. These are discussed in the following
paragraphs,

177. Changed definition of direct investment: As noled
carlier, a more detailed definition of direct investment has
heen recommended in BPMS. The BPMS definition:

e accommodates a lower threshold than currently

used in compiling Australia’s international invest-
ment statistics to identify the related enterprises (o
which a dircct investment relationship extends.
BPMS considers an enterprise to be an aftiliatc of
a direct investor if the latter owns, dircctly or indi-
rectly, 10 per cent or more of the cquity capital of
the former. Australia’s currcnt principle, approxi-
mated in practice, uscs a 25 per cent threshold. and
the investor also has to be the largest sharcholder
of that enterprise for the latier to be considered as
part of the direct investment group. The tmpact of
this change on the measures of dircct investment,



both by the direction of investment and on a net
basis, is not yet known but is not expected to be
substantial;

» ¢xcludes from the measure of direct investment atl
transactions, other than transactions in equity and
permanent dcbt, between affiliated financial inter-
mediaries. The impact of this change on both the
gross and net measures of direct investment is
likely to be large; and

» excludes non-participating shares from the thresh-
old measure establishing a direct investment
relationship. The impact of this change is not ex-
pected to be large.

V78. Recording of investment income on a full accrual ba-
sis: 'this change was also mentioned carlier. Interest
income is presently recorded in Australia’s statistics on an
accrual basis only for deep discounted sccurities and zero
coupon bonds; all other interest income is recorded on a
due for payment basis. Under BPMS3, interest income is
acciied and will be included as income for the reporting
period. While quarterty measures of investment income
may be significantly affected as periodic intercst coupon
payments arc smoothed to represent the continuous ac-
crual of income, annual measures are not likely to be
significantly affected.

179. Changed scope of insurance services: apart from the
widened scope of the service item (o incorporate insurance
on merchandisc, the method of measurcment of insurance
services is also changed. The change in measurement is
not expected o be significant in Australia’s accounts.

180. All foreign currency ransactions are io be converted
to 8A using the mid point between buying and selling
rates: while this is the principle behind the compilation of
Australia’s internattonal accounts, in practice some re-
spondents to ABS collections may rcport at other than
mid-point rates, The feasibility of adjusting collection and
compilation methodologics to the BPM3 rccommendation
is not yet known,

181. Reclassification of non-pariicipating preference
shares from equity to debi securities: this will not only
impact on the identification of direct investment relation-
ships as discussed above, but will also impact on the
separate measures for equity and debt securities within
portfolio investment. Again, the impact is not expected (o
be large.

182, Separate identification of international investment
with special purpose entities: the significance of this
group of entities (that is, holding companies, base compa-
nies, regional headquarters etc. set up with the sole
purpose of serving as financial inlermediaries) is not yet
clear in the Australian context.
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183, Inclusion of investment in, and income from, the net
equity of households in life insurance and pension funds,
and prepayments of premiums and reserves against out-
standing insurance claims: it is not expected that these
amounts will be significant in the Australian context.

184. Separate identification of liabilities constituting for-
eign authorities’ reserves: this has never been attempied
in Australia’s intemational accounts statistics due to the
load it would impose on providers of information and its
likely statistical insignificance.

185. There is a range of other changes to Australia’s in-
temational accounts statistics that would result from fully
implementing BPMS5 recommendations. These changes in-
clude more detailed dissections of financial instruments:
dissections for some financial instruments by the maturity
of the asset or liability: the scparate identification of draw-
ings and repayments for certain liabilities; and the
identification of the scctor of the non-resident counter-
party to Australia’s international investment transaclions.
Other changes are less obvious, such as the changed defi-
nition of gross foreign debt that will arise with BPMS
implementation, due to all financial assets and liabilities
other than equity investments being included in the BPMS
concept of debt. Cumrently Australia’s gross foreign debt
statistics exclude certain accounts payable. Changing to
thc BPMS concept is likely to raise Australia’s gross debt
in recent years by about $7 billion.

CONSULTATION WITH USERS

186. As noted in the introduction, this paper represents
the beginning of a process of consultation with users of
the statistics affccted by the revised international standards
to determine their prioritics among the changes and en-
hancements to the statistics that could be implemented. O
necessity. direct consultation will have to be limited to us-
ers who make exicnsive use of the information and who
have an important role in the community that is dependent
on the statistics concermed. Nevertheless the ABS would
welcome submissions from other readers who may wish
to express a view on particular issues. or on priorities they
consider the ABS should follow. Submissions. preferably
in writing, shoutd be made through the contacts named a
the end of this paper,

187. The ABS has commenced making arrangements to
interview key major users. These interviews will be con-
ducted in the period to the end of February 1995 but
further consultation will occur with a wider range of users,
as firmer proposals are developed, through to November
1995. A discussion paper conveying decisions on the im-
plementation of BPMS is planned for release in the first
half of 1996 and a similar one on SNA93 in the second
half of 1996,



CONTAbTS FOR FURTHER INFORMATION

188, For further information relating to the implementa-
tion of BPMS3 readers should write to Ms Barbara Dunlop,
Assistant Statistician. Intermational and Financial Accounts
Branch in the ABS’s centrai office in Canberra (see ad-
dress below), or contact Mr Bob McColl on telephone
(06) 252 6189. For more information on implementiation
of the SNA the contact at the same address is Mr Paul
McCarthy., Assistant Statistician, National Accounts
Branch, telephone (06} 252 6038. Wnitten submissions
should he addressed to the named officers at the following
address:

Australian Bureau of Statistics
PO Box 10
BELCONNEN ACT 2616

Facsimile submissions should be sent to fax no.
(06 253 1051.

COPIES OF SNA93 AND BPMS MANUALS

189. Copies of the SNAY3 and BPMS manuals can be
viewed at the library in each ABS office but are nol avail-
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able for purchase from the ABS. Copics of SNA93 can be
purchased from any of the five sponsor organisations, The
contact information for purchase of "System of National
Accoynts 1991" (SNA93) from the United Nations is as
follows:

United Nations Publications
Room DC2-853

New York, NY 10017 USA
Tel. 1 (212) 963 8302
Fax. 1 {212) 963 3489

The contact information for purchase of SNA93 or
"Balance of Payments Manual Fifth Edition” (BPMS)
from the Intemational Monetary Fund is as follows:

International Monctary Fund
Publication Services

700 19th St NW
Washington DC 20431 USA
Tel. 1 {202) 623 7340
Fax. 1 (202) 623 7201
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APPENDIX

Integrating the Amstralian Input-output Tables and
the Annual National Income, Expenditure and
Product (NIEP} Accounts

Despite their conceptual similarity, the data in the
Australian input-output tables and the NIEP accounts
often differ. in some cases by a considerable amount. This
situation has occurred due 10 a combination of two factors.
In compiling the input-output tables, the objective has
heen to produce as accurately as possible a comprehensive
picture of the supply and use of goods and services in the
Australian economy and the incomes generated from pro-
duction. The need to satsly the two identitics: ‘supply =
use” for cach commodity and ‘production = income’ for
cach indusiry has led the input-output compilers to choose
data sources most helpful in achieving this objective. The
confrontation and consequent balancing process leads to
adjustments to some of the data. NIEP accounts, on the
other hand, are not subject 10 any balancing constraint
other than that between the income and expenditure based
estimates of GDP, and even that is avoided by explicitly
showing a statistical discrepancy and by averaging the re-
sults of the three altecrnative methods of calculating
constant pricc GDP to provide the overall measure of eco-
nomic growth in Australia. In the absence of
comprehensive balancing constraints, the NIEP compilers
have chosen data sources that arc expected t give both
the best result over time at the total cconomy level and
allow a consistent application across the economy,

2, Lack of timeliness and low frequency of the input-
output tabics (they are currently produced triennially about
three and a half years after the reference period) have con-
tributed significantly to the tables not being used as
benchmarks for the NIEP accounts,

3. The ABS has recently commenced a project with the
aim of compiling annual current and constant price input-

output tables as the basis on which the production account
will be compiled in the annual NIEP accounts. The aim is
to achieve full integration in parallel with implementing
SNA93,

A fully reconciled system of accounts

4. Integration of the input-output tables and the produc-
tion account as described above should enable
reconciliation and balancing of the annual income-based,
production-based and c¢xpenditure-based estimates of
GDP. However, because of the different data sources and
methods used, there are other statistical discrepancies be-
tween estimates of items within the ANA that are
conceplually equivalent. For example, net lending in the
NIEP accounts does not agree with the change in financial
position in the financial accounts, A major goal in the
ABS is to work towards reducing, if not eliminating alto-
gether, these discrepancies.

5. There are two principal factors involved in achieving
the goal: improving source data and adopting unifying
compilation methods. Both of these factors have a number
of elements, Elements of the first include improving the
coherence between ABS collections, improving their cov-
erage and accuracy. and so on. Elements of the second
include adopting consistent sources and methods to esti-
mate the same things (as in the NIEP accounts and
Input-output tables) and adopting an integrated mcthodo-
logical approach so that the conceptual relationships
between ilems arc recognised in the compilation process.
To a large extent, the present practice in the ABS is to
compile the different componenis of the national accounts
independently of each other, resulting in the discrepancies
and balancing items that appear in national accounis™ la-
bles. Implementation of SNA93 and BPMS5 is seen as a
strategic ‘window of opportunity” to address thesc matters.
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