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SATELLITE ACCOUNTS IN THE UK – NEW DEVELOPMENTS 1

Amanda Rowlatt
Office for National Statistics, UK

Summary

1. Politicians in the UK have recently placed particular emphasis on the broad objectives of sustainable
development.  This emphasis has increased the profile of satellite accounts.

2. We have, in response, extended our work in three main areas:

a) We are developing our household accounts;  the first stage is to estimate output measures for
household production, notably the care of children and adults;

b) We are researching valuation of certain of the environmental accounts;

c) We are seeking to link these and other satellite accounts, by investigating conceptual
frameworks, and creating a joint data processing team and database.

Policy interest

3. In recent years, the Government has placed clearer emphasis on the need to consider social and
environmental objectives side by side with economic objectives.  There has also been a range of
initiatives to focus attention on a wider set of indicators than purely economic data.  For example, a
Sustainable Development Strategy has been developed for the nation, and the Prime Minister in his
introduction says:

“In the past…success has been measured by economic growth - GDP - alone.  We have failed to see how
our economy, our environment and our society are all one.  And that delivering the best possible quality
of life for us all means more than concentrating solely on economic growth.”

4. In addition, politicians have encouraged investigation of problems across departments, and thus
across different sectors.  The report on the public spending plans for 1999 to 20021 says “the old
Departmental boundaries often do not work.”  As an example, “provision for young children –
health, childcare, support – will be co-ordinated across departments so that when children start
school they are ready to learn”.

5. The impact on the profile of satellite accounts has been twofold:

                                                      
1 “Modern Public Services for Britain:  Investing in Reform.” HM Treasury. TSO, 1998.
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a) there has been greater policy interest in satellite accounts, notably our household and
environmental accounts, because they provide information on the impact of policy options, and
on the standard of living;

b) statisticians dealing with non-economic data have been interested in satellite accounts because
they might provide a unifying framework for some data outside economic statistics.

For example, ONS work on environmental accounts and household accounts was featured in  HM
Treasury’s high profile Pre-Budget Report in November 1998.  And one of the main conclusions
from the House of Commons Environmental Audit Committee’s recent report was “The very
positive developments in the work of the Office for National Statistics on environmental accounts
and the measurement of resource productivity will in due course provide a firm basis for analysing
historical impacts of the economy on the environment”2.

6. Turning to specifics, the environmental accounts have been used for a range of policy analyses,
including helping:

a) assess the use of economic instruments to encourage energy efficiency in business;

b) consider a tax on aggregates;

c) inorm the development of a waste strategy for the UK.

7. Policy makers in HM Treasury and in the Cabinet Office have expressed keen interest in using the
household accounts to:

a) give a more complete picture of what is going on in the economy, recognising the value of
unpaid work;

b) track movement between unpaid domestic work and paid labour;

c) understand the implications of policies which draw labour from the household sector, or require
the availability of voluntary workers;

d) assess the gender impact of policies.

8. We are investigating the scope for explicitly linking and extending satellite accounts to meet the
interest in the use of satellite accounts as a framework for non-economic statistics.  This is discussed
in more detail in the penultimate section of this paper.

Household Accounts

9. We have increased the resources available to develop household accounts, in recognition of the
policy interest in this field.  The major work on inputs to household production will await the
European time use survey;  results for the UK should be available early in 2001.

                                                      
2 House of Commons Environmental Audit Committee 8th Report - the Budget 1999:  Environmental implications

(HC36)
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10. In the mean time, we are developing measures for the output of the household production process,
staring with the care of children and adults.  We have collected together the wide range of data
available on formal, paid care of children.  In general, young children do need to be cared for by
someone, so we deduce the extent of unpaid care from the child population and the hours accounted
for by formal care.

11. Care of adults relies heavily on data from survey questions to carers.  Three major surveys collect
information on those giving and receiving help on an informal basis.  Data from these can be
combined with administrative data on formal care to produce a series that can be divided into paid
and unpaid care.  The work will then be extended to cover other areas of household production –
meal preparation, cleaning, shopping, washing, gardening, DIY, etc.

12. For the full household account, we will need to account for items that are currently considered as
household consumption in the National Accounts, but which for households represent capital
(housing, washing machines, etc) or intermediate consumption (food ingredients, soap powder,
energy, etc.)  In principle, the value of the labour used in this process can then be estimated as a
residual after deducting other costs, rather than relying on an imputation from market wage rates.

Environmental Accounts

13. The UK environmental accounts have been expanded in recent years to include:

a) detail of atmospheric emissions by sector for 1987, 1990, 1992 to 1997;

b) assessments of the stock and depletion of oil and gas;

c) environmental protection expenditure by industry;

d) an illustrative water resource and water pollution account;

e) an analysis of the imports and exports of material resources for 1990 to 1997;

f) an environmental input-output table;

g) the revenues raised by Government from environmental taxes;

h) the consumption of energy by industrial sector and the proportion used by renewable sources;

i) the stocks and disposals of radioactive waste.

Data for all of these apart from the input-output table and the water accounts were published in the
same volume as the National Accounts data for the first time this year, to emphasise the links
between them, and illustrate that the environmental accounts have become a routine ONS output.

14. These accounts have received widespread favourable attention when they have been published, but
there have been frequent calls for values to be associated with the environmental accounts.  Our
work on environmental accounts is relatively well known internationally, so the rest of this section
focuses on the thorny issue of valuation.
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15. Some environmental accounts deal with environmental products for which values can be estimated
from actual market prices, such as oil and gas reserves.  ONS has an ongoing programme of work
using market prices to value the depletion of oil and gas reserves.

16. Where market valuations do not exist there are many problems in valuing environmental factors.
Putting prices on non-transactions would of course involve income flows on such a scale that the
picture presented is logically incoherent – if people actually did pay for degrading the environment
then the world would be very different.  And there are doubts about the extent to which people fully
reveal their preferences in their behaviour, which make the imputation of values from market to non-
market activities particularly hazardous.

17. However, economists across Government regularly need to, and do, make estimates of the value of
the environmental impact of different activities in order to set environmental and other policies.

18. “Objective” valuations are based on market valuations relating to the physical damage caused by
changes in the environmental resulting from economic activity.  These include measuring the cost of
illness, the change in human capital resulting from shorter life spans, and the replacement and
restoration costs of produced and non-produced assets.

19. “Subjective” valuations measure possible environmental damage as it relates to individual utility
functions, measured in real or hypothetical markets.  These include hedonic assessment of the
changes in property or land prices to identify those changes attributable to environmental quality,
changes in travel costs resulting from environmental deterioration, and “contingent valuation”:
sample surveys of preferences for environmental goods and services.

20. Although these techniques are established, the resultant estimates can vary considerably.  The
problems are well illustrated by the difficulty of estimating the value of a human life – it has hard to
conceive of a method which is beyond challenge.  Quantifying morbidity is even harder, as one
cannot make direct comparisons about how two people feel.  However, health economists have
devised a range of questionnaires which use techniques for valuing medical classifications of
discomfort.  The resultant figures still vary considerably, but progress is being made in systematising
the investigation.

21. Even more straightforward approaches have their problems.  For example, one typically gets very
different responses to two questions which are both intended to estimate what valuation individuals
place on an environmental problem:  “how much would you pay to avoid it” and “how much would
we need to pay you to accept it”.  For this reason, the most one can realistically hope for is a range
of values for any particular environmental effect;  the plausible range is typically very wide.

22. Despite all of these limitations, we are starting to investigate the potential for applying a range of
commonly used assumptions about values to the environmental accounts and seeing what they
imply, in terms of very rough orders of magnitude.  The UK Inter-Departmental Group on
Environmental Accounts has endorsed this proposal.

23. Some Government estimates are in the public domain, and there has been much work on this issue
by academics.  We are currently in the early stages of this work, collecting information and starting
to consider the practicalities of applying it to the Environmental Accounts.
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Linking the satellite accounts

24. There are several possible objectives for the satellite accounts.  Dasgupta and Mäler3 suggest it
would be useful to have a quantitative measure of social well-being, or a measure of “sustainable”
consumption.  Alternatively, they could simply provide an integrating framework for relating
different types of data.  For all of these, it is helpful to link the accounts.

25. In an ideal world, one would want to proceed by finding a mutually exclusive but comprehensive set
of elements that together make up a nation’s welfare;  however this has not proved possible.  There
is any number of ways of grouping different elements.  They could be classified in terms of material
commodities, including “house accommodation, medical care, education, food, leisure, the apparatus
on sanitary convenience and safety where work is carried on, and so on”4.  Alternatively, the British
Government’s Annual Report uses the headings prosperity, business, education, health, crime,
welfare, family life, and quality of life.  However, these classifications tend to have overlaps, and
don’t expressly address factors which are relatively easy to quantify, like some environmental
concerns.  In particular, all these factors are included in the National Accounts to some extent
already, so we are at risk of double counting.

26. One way of conceptualising this issue is to consider supplementary satellite accounts as providing
information on the differences between the “output” measures in national accounts and household
accounts, and the “outcomes” resulting from the outputs.  This, in principle, could provide a link
between, for example, expenditure on health and education (or indeed more sophisticated output
measures for health and education) and the stock and flow of outcomes in terms of the health of the
nation, and the accumulated qualifications.

27. In principle, data such as the condition of the housing stock might eventually be linked to
expenditure on home maintenance in the National Accounts and household accounts, and used as a
cross check on these data sources.  One might thus create a set of interlinked supply and use tables
with associated stock data.  However, this is in practice a long term aim;  it seems sense to start with
more modest objectives.

28. Social accounting matrices provide a natural axis for this work, potentially linking National
Accounts data, labour market data, and information on income distribution.  For example, they could
in principle be used to classify information on education levels by employment sector, or to provide
a classification of household income data that aids valuation of household activities.

29. As a first step in the process of linking satellite accounts, we are creating a common data processing
team and data base for all the satellite accounts being developed – currently environmental accounts,
household accounts, health accounts, and a social accounting matrix.

30. We also plan to set up a series of Occasional Papers on satellite accounts, and encourage those
producing relevant data outside ONS to consider organising it in a way that is consistent with the
National Accounts classifications, and publishing it in our series.  This could, for example, include
data on the condition of the stock of buildings in the UK, or a breakdown of educational attainment,
or even a classification of crime.

                                                      
3 “Net National Product and Social Well-Being.” Environment and Development Economics (forthcoming).
4 Pigou, 1952, The Economics of Welfare. London:  Macmillan.
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Issues for discussion

31. This paper outlines some of the new work being undertaken in the UK on satellite accounts.  We
suggest the following points for discussion:

a) How is work on satellite accounts being organised in other countries?

b) Are people investigating linkages between the satellite accounts?

c) Would it be useful for the UK to host a meeting next year for OECD countries to compare notes
on the handling of satellite accounts?

Comments on our work proposals for household accounts and the valuation of environmental
accounts are also welcome.


