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Anne Harrison
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Summary

 In the System of National Accounts (SNA), there are no consumer subsidies.  “Small” subsidies
are regarded as affecting the level of production; “large” subsidies are treated simply as
government expenditure.  Increases in “small” subsidies decrease GDP but increases in large
subsidies increase it.  The effect of increasing a subsidy cannot be predicted without an
understanding of the borderline between large and small and knowledge of how close the
existing level of the subsidy in question is to this border.

 Equally there are no taxes on consumption.  The only measure of GDP increases if VAT is
increased even if this increase is matched by a fall in income tax.

 This paper examines the consequences of treating subsidies and taxes such as VAT as applying
to consumption instead of production.  The main interest is to make more intuitive the behaviour
of the accounts in response to changes in subsidies and changes in VAT but it happens
fortuitously that the consequences in accounting terms are felicitous in removing some of the
complexities of the central system.  Because the changes to the system are significant and
because at this time many countries are heavily involved in implementing the SNA as it stands,
the suggestion is that the present proposals be implemented only in the context of a satellite
account.
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Part 1: Introduction

1. This paper explores within the setting of a satellite account an alternative set of underlying
principles for the recording of taxes and subsidies on production.  The aim is to portray the
means by which government intervenes in the market process of determining prices by the
granting of subsidies and the imposing of taxes.  The conventions adopted lead, inter alia, to a
suggested resolution within the national accounts framework of the problem of consumer
subsidies and the market/non-market distinction.

2. Three sections follow this brief introduction.  Part two is concerned with subsidies, part three
with taxes on production.  Part four provides a synthesis bringing the suggested treatments of
taxes and subsidies together in an accounting framework and summarises the assumptions made
and the consequences.

Part 2: Subsidies

Subsidies in the 1993 SNA

3. The treatment of subsidies in the central system of the SNA is not always clear since it is
inextricably linked to the distinction between market and non-market production, a distinction
which itself is not always fully understood by users and whose consequences are not always
intuitive.

4. If a product or activity is subsidised, but not excessively, by government, so that most of the
operating costs are covered by sales then the activity is deemed to be a market activity and to be
conducted by an institutional unit in the financial or non-financial corporations sector.
(Subsidies may also be payable to unincorporated enterprises, for example farms, falling in the
household sector.  For simplicity of exposition we assume in the following text that the
institution is a corporation.) The receipt of the subsidy reduces the market price at which the
product is sold below the level that would be necessary to cover costs.  Increases in subsidies,
for example to cover increasing costs of intermediate consumption, will reduce the level of
output and of value added of the enterprise.

5. If the product is so heavily subsidised that sales cover only a small proportion of operating costs,
the activity is deemed to be non-market in nature and the unit involved is classified in the
government sector with the value of its output estimated as the sum of costs.  In this case, if
there is an increase in intermediate costs, the value of government non-market output and of
government demand increases.

6. This difference in treatment means that the effect on output of increasing expenditure by
government on a particular product cannot be predicted without knowing whether the activity is
considered a market activity in the (non-)financial enterprise sector or a non-market activity
within the government sector.  In the former case increasing the subsidy will decrease the level
of output at market prices, in the latter increasing the “subsidy” will increase it.

7. In the first case, although a subsidy is recorded, the SNA does not record subsidies as
expenditure by government but as negative receipts.  In the second case, since government does
not pay subsidies to itself, it is not strictly correct in SNA terms to refer to a subsidy.  The costs
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and output of the non-market unit increase and the imputed expenditure by government in
“purchasing” this output also increases.  The extra payment by government is thus simply
recorded as government expenditure.  The market/non-market distinction therefore also affects
the level of government expenditure recorded in the accounts.  Increases in “small” subsidies
leave government expenditure unchanged but reduce government receipts; increases in “large”
subsidies leave government receipts unchanged but increase government expenditure.

8. If the level of subsidy crosses the boundary chosen to demarcate the “small” level applicable to a
market producer from the “large” subsidy of a non-market producer, the changes recorded in
government revenue and expenditure, in output and thus GDP are difficult to interpret and seem
counter-intuitive.  An example is given later to contrast with the proposal to be developed here.

9. In such a borderline case, there is also a change in the sectoral allocation of the activity as it
moves from (or to) non-financial enterprises as a market activity to (or from) general
government as a non-market one.

The notion of consumer subsidies

10. During the process of revising the SNA, there was extensive discussion of the possibility of
introducing consumer subsidies into the system.  The intention behind the proposal is that some
payments by governments to market enterprises should be recorded not as a subsidy on
production but as expenditure by, or on behalf of, households.  In this way increases in these
“subsidies” would always lead to an increase in GDP at market prices regardless of where the
enterprise is classified on a sectoral basis and whether it is regarded as a market or non-market
producer.

11. It was intended that only subsidies benefiting households should be considered in this context
and that, further, there should be some concept of social policy being implemented by the
decision of government to pay the subsidy.  In such a case, there is no need to make a distinction
between “large” and “small” subsidies.  All the relevant expenditure would simply be recorded
as purchases of goods and services by government that are then passed on to households in the
same way as some other social transfers in kind.

12. As an extension, the question also arises of why the producers concerned should not then always
be treated as market producers who sell their products to government, which would change the
sectoral allocation of the activities in receipt of “large” subsidies.

13. Such a solution would achieve the desired result of having GDP always increase when this type
of expenditure by government increased.  “Consumer subsidies” would exist as a further sub-
item of social transfers in kind.

14. A number of objections were raised against this proposed solution.  The first was that GDP
would, in some cases, increase as compared with the status quo.  A second is that not all
subsidies paid to producers to reduce prices benefit households and the separation between
different beneficiaries was likely to be difficult.  A third is that market prices in the System
would change.  Instead of representing the prices actually paid and effecting market clearing,
market prices for subsidised products would be increased by the value of subsidies and often be
equivalent to costs.
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15. A possible resolution of many of these objections discussed at length was to identify particular
types of activities that “should” always be treated as market.  The example of railways was the
one most often given.  However no consensus on an exhaustive list of “naturally” market
activities could be agreed and in general the prospect of definition by enumeration was felt to be
undesirable in an international standard such as the SNA with a long life length.  An alternative
resolution, subsequently adopted by Eurostat for the ESA95 and endorsed in the SNA
Newsletter, is to enumerate particular products and the intention of government to assign these
to individual households as a matter of social policy.  Reservations continue to be expressed,
however, that this solution is not robust enough for general adoption on an international basis.

A new approach

16. What is the effect of subsidies? They reduce the price at which the goods and services produced
by the enterprise are sold.  The price reduction may be universal and apply uniformly to all users
of the products.  Alternatively, the price reduction may apply only to certain classes of users and
be a way of implementing price discrimination.  A prototypical example is the provision of free
or greatly reduced fare tickets for the elderly on mass transport systems.

17. Why does government pay subsidies? Because there is some form of economic or social policy
that is served by assisting the enterprise to charge lower prices or to continue to operate when
pure market forces would leave the enterprise with such a low, or negative, net operating surplus
that it would be forced out of business.  In the case of travel passes, it is a means of assisting the
elderly; this is policy aimed at particular households and it is difficult to see that this is
inherently different in function from other forms of individual consumption expenditure of
government passed on to households as social transfers in kind.  Other reasons for subsidising an
enterprise include encouraging activity in remote regions, compensating for particularly difficult
conditions such as climatic extremes, encouraging particular industries to locate in this economy
rather than another, encouraging enterprises to employ particular classes of people for example
the handicapped or long-term unemployed.  In all these cases, the direct benefits of reduced
prices are felt by all purchasers of the firm’s products and other benefits are felt by the
employees of the enterprise who might otherwise not have a job, by the community in proximity
to the enterprise, by the population at large because of the stimulus to the economy given by the
increased activity by the subsidised enterprise, by government that may be spared increased
payment of social benefits such as unemployment benefits.

18. Direct provision of goods and services by government is normally effected either by government
itself undertaking the necessary production or by buying specific goods and services on behalf of
households.  Just as it seems logical to treat subsidies that result in price discrimination in favour
of specific households as individual consumption of government, it seems not unreasonable to
treat other subsidies that result in enterprises implementing government policy in more general
terms to the benefit of both households and other users as collective consumption of
government2.  In the central system, collective consumption of government is synonymous with

                                                     
2. The 1993 SNA introduces the difference between individual and collective expenditure of government.

Individual consumption, as its name implies, benefits individual households or groups of households.
Collective consumption benefits the community at large and corresponds to the “public goods” of economic
literature.  Government may make provision for individual in two ways.  When it is government which
determines the exact nature of the provision, for example the type of medicines and health services
available, the purchase of these products is recorded as individual consumption expenditure by government.
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production of government services and is always produced by government itself.  This may
involve the purchase of goods and services from market producers but these are shown as
intermediate consumption in the production of collective services.  What is proposed here is
somewhat different.  It is suggested that subsidised enterprises produce joint products, one of
these is the normally recognised output of the enterprise, a car or bus service for example, and
the other is government services purchased by government.  When the subsidy can be equated
with the normal output being made available to particular households at reduced rates, the
government services are regarded as being purchased for individual consumption.  When the
subsidy is more general in character, corresponding to regional or economic policy for the
community as a whole, the government services are regarded as being purchased for collective
consumption.  (It is conceptually possible for an enterprise to be involved in both if some part of
a subsidy is specific in intent and the rest more general.) The introduction of joint products
means that the value of output of the enterprise covers both the value of sales3 at market prices
(lowered by the subsidies) and the value of the government services provided, measured by the
size of the subsidy received.  Purchases of the enterprise’s products are recorded at market prices
and are kept quite distinct from the purchase of the services by government.

The specific assumptions suggested for the satellite account in terms of subsidies are the
following:

− all subsidies are shown as government expenditure and receipts by enterprises,

− subsidised enterprises produce joint products, their normally recognised (characteristic)
output and government services which may correspond to either individual or collective
consumption (or both), “subsidies” from government represent payments for these services.

Effects of these assumptions

19. In this proposed satellite account, the value of GDP will be the same as in the central system as
long as:

− there are no subsidies from government to enterprise, or

− the only subsidies are so large that the enterprise is classed as a non-market producer, or

− the subsidies are specially designated as being a form of social transfers in kind.

20. For other subsidies, that is “small” subsidies not qualifying as social transfers in kind, the value
of GDP will be higher in this satellite account than in the central system.  On the income and
production sides the operating surplus of the enterprise will have increased by the size of these

                                                                                                                                                                            
Such products are also shown as social transfers in kind from government to households to allow total
actual consumption of households (and government) to be recorded.  When government makes cash
payments to certain classes of people, for example unemployment benefits, these are recorded as
redistribution of income and the goods and services purchased with these payments are recorded simply as
household consumption expenditure.  There is as yet no means within the SNA of identifying all household
consumption funded directly or indirectly by government.  The proposals here permit a further step towards
such a goal.

3. For simplicity changes in inventories are assumed zero.
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“small” subsidies; on the expenditure side government consumption expenditure will have
increased by the same amount.

21. Set against this, there is no need to choose the subsidies to be treated as social transfers in kind
by enumeration; they are determined by the nature of the price reduction financed by the
subsidy4.  Because all subsidies are recorded as purchase of services by government, any
increase in subsidies will result in a rise in GDP and any decrease will result in a fall as in the
case of any other class of government expenditure.  The counter-intuitive movements entailed by
the central system do not arise.

22. A consequence of this is that the distinction between market and non-market producer is no
longer necessary.  Enterprises can be allocated to institutional sectors independently of the level
of any subsidy being received.  This will permit greater consistency of sectoral allocation over
time when levels of subsidy may have varied.

23. Enterprises receiving a subsidy have a value of output equal to the value of sales plus the value
of the subsidy received.  The value of this subsidy can be taken from government accounts.  As
in a normal production account, when the various costs of production are deducted from this, a
value of net operating surplus remains which may be positive, negative or zero.  In the central
system, when an enterprise is treated as non-market, the net operating surplus is taken to be
exactly zero and the level of subsidy is calculated to determine this.  Any difference from
recorded subsidies is absorbed in the accounts for general government so that government
surplus or deficit is not affected though the process is not always transparent to the occasional
user of the accounts.

24. Both collective consumption expenditure and individual consumption expenditure are likely to
be larger than in the central system.  To permit easy comparison, it is suggested that collective
consumption expenditure be shown disaggregated into (i) produced by government, (ii)
produced by subsidised enterprises.  For individual consumption expenditure it is suggested that
a third element be introduced into social transfers in kind so that these would now be itemised as
(i) social benefits in kind, (ii) transfers of individual [non-market] goods and services, and (iii)
consumer subsidies.  For the latter two sub-items the difference parallels that introduced for
collective consumption.  In the central system, transfers of individual non-market goods and
services cover only products of government; the third sub-item would explicitly cover those
items produced by subsidised enterprises outside the government sector.

An example

25. Table 1 shows the same example worked under the SNA 1993 conventions and under the
proposals here.  An enterprise has costs in each of five years of 100.  At the start of the period,
these are subsidised 80 per cent but this is reduced by 20 per cent each year.  It is assumed the

                                                     
4. In fact a hierarchy of options is available.  Individual consumption could be extended to include:

i. the subsidy corresponding to the effect of permitting price discrimination in favour of particular 
households,

ii the subsidy for an enterprise where only households consume the product,

iii the subsidy corresponding to that part of any product consumed by households.

This paper assumes the most restrictive option, (i).
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cut-off for deciding whether the enterprise is market or non-market is that 50 per cent of its costs
must be met by sales.  Thus in the first two years it is a non-market enterprise, in the last three it
is a market enterprise.  For the first two years the value of output less incidental sales is
attributed to government consumption.  Thereafter the subsidies paid do not show in government
consumption but reduce government receipts (not shown here).  It is assumed all the sales come
from households, whose consumption increases regularly over the five years.  For government
consumption, output and value added at producers’ prices there is no pattern of a steady change.
There is a hiccup or trough in years three and four when the total level of consumption is shown
as lower than in the first and last years.  Within accounts compiled according to the
recommendations of the central system, the size of any trough can only be determined by
examining the negative receipts of government.

26. The lower part of the table shows the proposals here.  The entries for the first two years (when
the subsidies are “large”) and for the last year when there are no subsidies, are the same as under
the SNA.  For years 3 and 4, GDP will be higher than in the central system because the “small”
subsidies for these years are counted as government consumption.  It is, however, much easier to
see from the entries the steady removal of the subsidies.  The increase in household consumption
is matched by a corresponding decline in government consumption leaving total consumption
the same throughout.

Part 3: Taxes

Taxes in the 1993 SNA

27. Taxes appear in four guises in the 1993 SNA.  There are taxes on products and other taxes on
production in the production and generation of income accounts, taxes on income, wealth etc in
the secondary distribution of income account and taxes on capital which are part of capital
transfers in the capital account.  The latter two are treated as distributive transactions, the former
two as part of primary income.  Changes in primary income change GDP, changes in distribution
do not.  Just as there are no consumer subsidies in the 1993 SNA, so also are there no taxes on
consumption.  This section looks first at the interpretation of taxes on products and then
considers the income/distributive nature of taxes.

28. It is useful first to recapitulate the difference between taxes on products and other taxes on
production.  The first are taxes levied per unit of product.  Other taxes on production are taxes
determined by the use of capital and labour, for example taxes on buildings and on employees.

Taxes on products

29. The dominant tax on products, at least in OECD countries and increasingly so elsewhere, is a
deductible tax such as VAT.  Within the SNA, taxes on products appear in the classification
hierarchy as taxes on production and enter the production account, generation of income account
and allocation of primary income account alongside other charges on value added and
specifically alongside other taxes on production.  Following their entry in the use side of the
production account, taxes on products (less subsidies) appear on the resources side of the
allocation of primary income account as receivable by general government.  Thus taxes on
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products are treated as a form of primary income to government even though they are not a
direct charge on value added in the same way as other taxes on production.

30. The first question to pursue is why taxes on products were grouped with other taxes on
production.  The reasons for this seem to be mainly traditional.  In an input-output context,
transactions were to be recorded in a way convenient for the producers supplying the data.  In
the past, the price actually paid for an item to the producer typically included taxes on products
and thus a valuation including the tax on product was closer to the observed transaction price
than a valuation excluding the tax.  These prices were described as “producers’ prices” and taxes
on products included with taxes linked to wages and salaries or capital as taxes on production.
Before the introduction of a deductible tax, the price charged by the producer supplying the
goods was the same as the price paid by the unit demanding the goods, whether this unit was
another producer or a final consumer so the term “producers’ price” could refer unambiguously
to either the price paid by one producer or the price received by the other.

31. Import duties never sat very comfortably within this treatment as there is no domestic production
to which import duties can be sensibly attached.  Further, with the advent of value added tax and
other deductible taxes, the price invoiced by the producer supplying the commodity is no longer
the price paid by a producer purchasing the commodity.  The cost to the purchasing producer
excludes the amount of tax deductible.  This is the valuation recorded by the purchaser in his
accounting records.  As reported in the 1993 SNA (para 6.211) it has not been possible in
practice to record activities gross of VAT on a general basis.  The price paid by producers
continues to be the valuation most easily supplied by them and it continues to be referred to in
the 1993 SNA as “producers’ prices” even though there has been a change of substance in that it
is no longer the price invoiced by the supplying producer since invoiced VAT or any other
deductible tax is excluded.  Taxes which are not by nature deductible, such as excise taxes,
continue to be included in producers’ prices.  However, recognition that prices excluding all
taxes on products are often more useful for analysis, both across time and country, has led to
more emphasis being placed on the corresponding valuation, which is described in the central
system as basic prices.

32. The third valuation basis in the System is that of market prices.  This includes all taxes on
products, including non-deductible VAT and import duties.  It is the natural valuation for the
expenditure components of GDP.  In order to reach this valuation of GDP from the entries in the
production and generation of income accounts giving the production and income estimates of
GDP, special accounting conventions are necessary to include VAT and import duties in the
same way as excise duties and taxes on the labour force (a prototypical tax on production).  In
order to maintain market prices as the preferred valuation basis in the System for GDP, the
return to producers is assumed to be below market prices by the whole of taxes on products.
Portraying this in the central system is somewhat inelegant.  Those taxes that can be associated
with domestic production are treated as part of value added and of primary income of
government; those which cannot (import duties and deductible VAT) are treated as a supplement
to value added as generated by the whole economy but still as part of primary income of
government.

33. Is there a compelling administrative reason to treat taxes on products this way? It is true that the
producer still acts in some sense as an agent of government in the collection of VAT but this is
true for the collection of social security payments and of PAYE income tax and yet the SNA
does not show these payments to government as being routed through producers in their role as
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employers.  There is no institutional or administrative reason to treat taxes on products as taxes
on production just because producers often act as the tax collecting agency.

Taxes on consumption?

34. When the market process determines a price including a tax on production, the tax is paid in part
by the consumer who must pay more than he wishes and in part by the producer who receives
less than he wishes.  Attributing all the tax as paid by one or the other is clearly an over-
simplification.  Increasingly, though, most taxes on products bear on final consumption, so it
appears initially that it is the consumer rather than the producer that pays the tax though the fact
that this increases the price the consumers pay may affect the quantity sold and thus the price
that remains for the producer.  Despite recognising this, we examine the consequences of
regarding taxes on products as taxes on consumption rather than as taxes on production.  This is
in marked contrast with the central system where the bias is in favour of regarding them as being
paid by producers but is consistent with the view of those who describe VAT and excise duties
as a tax on consumption.  It also opens the way to examining the treatment of ear-marked taxed
such as green taxes on the environment and of legislation imposed by government on
enterprises.

35. Strictly, not all taxes fall on consumption so the term “taxes on consumption etc” is used.  This
can be separated into:

• taxes on intermediate consumption,

• taxes on final consumption,

• taxes on capital formation and

• taxes on exports.

36. In determining the burden of taxes on each category of demand, it may be helpful or even
necessary to consider taxes classified administratively (VAT, import duties, excise duties etc)
but it is the ultimate payer that is of primary interest to policy makers and thus determines the
categories suggested.  In practice most, sometimes all, of these taxes may fall on final
consumption (specifically on households) but for completeness all possibilities are covered.

37. Note there is an asymmetry between taxes (duties) on imports and taxes on exports.  Import
duties describe the administrative basis of the duty to be levied.  They are ultimately paid by
categories of final demand but which category is not evident from their nature.  Export taxes
appear to refer to both the administrative basis and the ultimate payer but if any non-deductible
VAT were payable by exporters this should also be included in the heading “taxes on exports”.

38. Taxes such as those on the labour force and on the capital used by an enterprise are clearly costs
of production.  Thus items covered in the central system as “other taxes on production” continue
to be treated as taxes on production.

39. The payments of taxes on products by category of final demand are in the accounts of the central
system but not separately identified.  Household consumption expenditure in the use of income
account is valued at market prices and so includes the VAT, import duties, excise duties etc.
ultimately paid by households.  Similarly the valuations of exports and capital formation include
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the amounts of taxes on products payable by these categories though these will tend to be small
or even non-existent in practice.

40. The first step proposed here is to dissagregate these categories to show the value of the taxes and
the total value less the taxes as well as the market price aggregate as in the central system.  This
immediately opens the possibility of compiling supply and use balances, and the rows of an
input-output matrix by commodity, on a net of tax basis.  Just as subsidies may be a means of
introducing price discrimination, the advent of deductible tax regimes such as VAT also
functions as a means of introducing price discrimination.  The price paid for an identical
commodity is quite different depending on the eligibility for deduction of VAT of the purchaser.
Supply and demand balances net of tax restore uniform valuations to the entries in each row, an
assumption that is built into many input-output techniques and analyses.  Present practice tends
to overlook the fact that although each entry may be described as at market (or purchasers’)
prices these are not identical for different purchasers.

Taxes as income vs. taxes as redistribution

41. Once payments of taxes on final demand are shown explicitly, where should the matching
receivables be shown?  Should they remain in primary income of government or be treated as a
transfer analogously with taxes on income?  One response depends on the perception of role of
different sorts of taxes

42. Government regularly changes the balance of revenue raised via different types of taxes.  In
many countries over recent years there has been a general reduction in the rates of income tax
but a rise in taxes such as VAT levied on consumption.  The motivations behind these changes
vary, one is to make tax avoidance more difficult, another is to spread the burden of taxes in
total more widely and uniformly.

43. One purpose of this satellite account is to treat VAT as parallel to taxes on income rather than as
parallel to taxes on the labour force.  Receipts and payments of VAT thus become part of the
redistribution of income rather than part of its generation.  While a measure of GDP at market
prices will obviously still exist and always show an increase when VAT is increased, whatever
happens to other taxes, this satellite presentation allows an alternative measure of GDP to
emerge from the accounts that is invariant to changes between VAT and taxes on income.

Taxes on producers

44. It is commonplace to think that by moving from purchasers’ prices of output to basic prices,
taxes on products are excluded from the production account.  This is not precisely so.  The
valuation of output at basic prices excludes the value of taxes on products subsequently levied
on those products and paid by the purchasers.  However, because intermediate consumption is
valued at purchasers’ prices, any taxes paid by producers on the products they consume are
included.  With the introduction of VAT, many products can be purchased by intermediate
consumption at a price excluding VAT.  For non-deductible taxes, or for producers’ who cannot
deduct VAT from their purchasers, however, the costs of intermediate consumption include an
element of taxes on products.  Thus, for example, an enterprise using a fleet of trucks pays a
price for petroleum products as fuel which includes the excise due on them.  This entry is quite
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distinct from the entry for excise duties on petroleum products which would be shown in a
production account for petroleum refiners at producers’ prices.

45. Even at basic prices, therefore, the production account captures two types of taxes paid by
producers.  Taxes on products which are levied on intermediate consumption and are not
deductible are included in the value of that intermediate consumption.  Other taxes on
production, such as taxes on capital and labour, are shown as part of value added.  Both add to
the costs incurred by the enterprise and reduce the operating surplus remaining to the enterprise
but they are recorded differently.  One part is included in intermediate consumption but not
explicitly identified, the other is specifically identified and included as a charge on value added.
In our proposed satellite account, there seems no good reason to treat these two types of taxes
paid by producers differently and we will aggregate them and call them “taxes on producers”.
The question which then arises is whether they should be treated as part of intermediate
consumption or as part of value added.

46. Taxes on producers are clearly a cost to the producer and should be excluded from operating
surplus.  The first possibility to examine is to treat them in the same way as other taxes on
production are presently treated, that is as a charge against value added.  If they are so treated,
intermediate consumption and output would be linked to the same vector of prices.  This means
that value added can be associated with this same vector of prices also.  This is an assumption
that is often built into practices to derive production accounts (or just value added) at constant
prices but is strictly incorrect within the central system.  A second advantage of this relocation is
to take further the harmonisation of valuation along the rows of supply and demand or
input/output tables to which the proposed treatment of subsidies on final demand described
above contributed.

47. On the other hand, to put taxes on producers in value added is to continue to treat them as
income.  This is quite different from the treatment of all other taxes in the system and it is not
clear why this should be so.  Within the accounts for government, the main outgoing is
government expenditure which is in large measure (and with a balanced budget) covered by tax
revenue.  To count both tax revenue and the corresponding part of government expenditure as
part of the expenditure measure of GDP is to double count.  This was the argument used for
measures of GDP at factor cost.

48. Putting taxes on producers into intermediate consumption also raises problems since these are
not payments for products as are other components of intermediate consumption.  To introduce a
convention whereby payments of taxes on producers would be treated as if they were payments
for goods and services does not seem helpful.  Both taxes on consumption and also taxes on
income would also have to be treated this way.  Since government budgets do not exactly
balance final consumption expenditure by taxes, this simply displaces the problem but does not
resolve it.

49. Within the production account, we may separate the taxes on intermediate consumption and
taxes on production from other costs and show these separately.  Initially it seems we could
calculate a “tax margin” which would show how much of the price retained by producers
represents taxes payable and then deduct such a margin from all purchases, both purchases of
this product as intermediate consumption by other producers and purchases by final demand, to
remove taxes entirely and avoid all double counting.  Unfortunately this does not work.  Suppose
the only tax contained within intermediate consumption were excise on fuel.  We could identify
the fuel costs directly borne be each producer but (virtually) all other purchasers of intermediate
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consumption will contain an indirect element of excise on fuel paid in the course of their
production.  Even if we tried to estimate the first round indirect tax element and remove it, we
would find a further second round element and so on.  Because this process is iterative it is not
amenable to easy solution5.  It is the problem that lay behind the concepts of true and
approximate basic prices that appeared in the 1968 SNA but were understood by almost no-one.
This route does not seem worth pursuing therefore.

50. A device is possible to overcome some of these problems.  If taxes on producers are placed in
value added and then shown as payable by enterprises in the generation of income account and a
negative payable by government, the value of output for each (other) industry will include taxes
on producers but total value added will exclude all taxes.  This solution has a flaw also, though.
If these taxes appear in the production account for government services with a negative sign, the
total of services provided by government will be understated to this extent.

51. This comes back to the conundrum that leads to the solution in the central system of the 1993
SNA.  We want identity between the three measures for GDP but the most natural way for
recording each is different.  For an income measure we would want to exclude all taxes; for a
production measure we would include only those taxes directly bearing on production; for an
expenditure measure we need to include all taxes bearing on expenditure.

52. Having noted the possibilities and difficulties with each alternative, the proposal here is to locate
all taxes on producers within value added for the reasons adduced above, because it makes
fewest changes to the central system, because it results in the same price vector being used for
intermediate consumption, output and hence value added and because it avoids entering receipts
as negative expenditure, a feature that can only confuse the unwary.

Taxes on final demand

53. There are three categories on taxes on final demand; taxes on final consumption, taxes on
exports and taxes on capital formation.  By far the largest and most important is taxes on final
consumption and this is dealt within the greatest detail.

Taxes on final consumption

54. The value of taxes included in final consumption are already shown in the central system as part
of the value of final consumption at market prices though they are not identified explicitly.  The
proposal here is that they should be identified and the values for final consumption be shown at
production cost, that is consistent with the production value described above, as well as at
market prices.  The difference between the two represents taxes on final consumption.  This
disaggregation is not itself a major innovation in the SNA but does allow some useful extra
analytical possibilities.  The proportion of final consumption accounted for by taxes on
consumption, and the way this varies across time and across countries, is of interest in
explaining differences in prices and in changing patterns of consumption.  The production cost
valuation is consistent with the valuation for both output and intermediate consumption, thus

                                                     
5. A solution is possible using modelling techniques based on input-output assumptions but we are concerned

her with pure accounting measures.
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facilitating the calculation of supply and demand balances (and ultimately input-output tables)
using homogeneous prices.

55. Useful as these extra features are, clearly the valuation of final consumption at market prices
should also be retained since this is indeed the reflection of the extent of consumption at the
prices prevailing in the market, whatever the underlying tax structure.  Thus the tax on
consumption payable by the relevant sector should appear in the use of income account6.  The
question arises where the matching receivable by general government should appear.

56. In the central system, these taxes are receivable in the allocation of primary income account.
Here, however, we are assuming that taxes on consumption etc are redistributional in nature and
are paid not out of, and do not constitute, primary income but are paid out of disposable income
when this is disbursed for consumption.  It is by removing these taxes from primary income of
government that we achieve invariability in GDP when changes between the balance of taxes on
consumption and taxes on income take place.

57. There are two places where the receivable might be recorded, though both invoke a major shift
in a balancing item as compared to the central system.

58. The first  possibility is to show the receivable in the secondary distribution of income account
since the tax is indeed a current transfer in national account terms.  This would juxtapose taxes
on income, wealth etc and taxes on final consumption so that the changing relationship between
them was immediately apparent.  With the matching payable in the subsequent account,
however, total transfers receivable would no longer equal total transfers payable in this account;
both disposable income for government and disposable income of households would include the
value of these taxes.  Across the economy as a whole, total disposable income would double
count the taxes and be back to the level of primary income in the central system.

59. Parity could be restored by showing the payables in this account also.  This would however
reduce the level of disposable income for households (and government and NPISHs in so far as
they pay taxes on consumption) by the level of taxes on consumption payable.  This value of
disposable income would not be useful for behavioural relations involving levels of consumption
and saving and would mean that in the use of income account consumption was shown only at
production cost which is equally undesirable.

60. The alternative is to show both the payable and receivables in the use of income account.  This
would mean that the disposable income of general government was below that shown in the
central system.  While this is a serious consideration it is perhaps less damaging than is the case
for households since the determination of government consumption is as much institutional as
behavioural.  Since the SNA shows households as receiving an adjustment to disposable income
and governments paying this in the form of social transfers in kind (in turn equal to the
individual consumption expenditure of government) it is perhaps not unreasonable to see the
payment and receipt of taxes on expenditure as another form of adjustment to disposable
income.  On balance it is proposed that both the payable and receivable for taxes on final
consumption should appear in the use of disposable income account.

61. Whichever solution is adopted, the value of saving for all sectors is as in the central system as
far as consumption expenditure is concerned.

                                                     
6. Annex 1 gives a brief overview of the structure of the sequence of accounts in the 1993 SNA.
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Taxes on exports

62. Exports are recorded in the SNA and the BPM inclusive of the value of taxes on exports.  By
separating the value of taxes on exports from the value of exports at market prices the taxes can
be shown explicitly as a payable by the rest of the world in the external account for goods and
services and as receivable by government in the allocation of primary income account 7.

Taxes on capital formation

63. As remarked above, although in the central system there are no explicit payables in respect of
taxes on products in the accounts of the central system, in effect the amounts payable do appear
but inextricably combined with the use where the burden of payment falls.  We have noted this is
so for exports, intermediate and final consumption.  It is also so for capital formation.  In
practice, it is often assumed that there is no non-deductible tax on product payable on capital
formation.  This is true for changes in inventories and almost always true for fixed capital
formation, though some tax regimes have been noted where this is not always so.  More
importantly, with the introduction of acquisition of valuables as a third category of capital
formation, the incidence of non-deductible VAT on capital is likely to increase.

64. Here, however, we encounter a difficulty since the element payable appears in the capital
account while the receivable by government is recorded in a current account, specifically the
allocation of primary income account.  The amount of any such taxes payable is thus included
both in the saving of government and in that for the sector ultimately paying the tax.  This seems
to be a previously unremarked aberration in all versions of the SNA and any attempt to
overcome it in this satellite account will inevitably cause a difference from the central system .

65. One possibility is to treat the payment of tax on fixed capital formation as a cost of production
and include it with taxes on producers as previously defined.  If the tax is separated and shown
in a current account, capital formation can only be shown net of taxes in the capital account.
This introduces an inconsistency with valuation methods elsewhere and should be avoided.

66. The alternative is to treat taxes on capital formation as both payable and receivable in the capital
account.  It is true that for government taxes on capital formation are regular and from its point
of view more properly a current receipt.  This is also true for capital taxes (inheritance taxes for
example) but the rule in the SNA is that if one party to the transaction regards it as capital, that
is how it should be recorded.  (SNA paragraph 8.33).  This solution is also more consistent with
“subsidies” related to capital formation.  At first sight these do not exist since subsidies are by
definition a current transaction.  However, there are instances where government makes
payments to enterprises to permit them to acquire capital assets; these are recorded as capital
transfers payable by government and receivable by enterprises.  To have any tax payable on the
acquisition returned to government via a flow in the opposite direction under capital transfers
seems preferable to treating it as a new cost of production.

                                                     
7. A more comprehensive recording might be to reduce the value of exports in the external account of goods

and services and show the tax as payable within the external account of primary incomes and current
transfers.  However, this satellite account does not extend to reformatting the balancing items in the rest of
the world account and in any case the sums involved are likely to be small.
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Revised assumptions

67. The specific assumptions suggested for the satellite account in terms of taxes are the following:

• taxes on products should be regarded as taxes associated with consumption or other final
demand and not with production;

• taxes on products are essentially redistributive in nature and should not be included in
income or value added except (for pragmatic reasons) taxes on intermediate consumption
paid by producers.

Effects of these assumptions

Valuation

68. Just as the changes proposed for subsidies lead to simplification of the market/non-market
distinction, so the changes proposed for taxes have implications for the valuation bases in the
system.

69. The valuation employed in the production account is that retained by the producer and
corresponds to that paid by the user before the addition of taxes on consumption etc.  This
valuation is also applied to intermediate consumption, making it less than in the central system.
In consequence value added is higher than in the central system.  Starting from the central
system, we may write:

output at basic prices = intermediate consumption at purchasers ’ prices

+ value added at basic prices

= {intermediate consumption at basic prices

+ taxes paid by producers on their intermediate consumption}

+ {value added less other taxes on production

+ other taxes on production}

This we rewrite as

output at basic prices = intermediate consumption at basic prices

+ value added

 where value added includes both taxes paid by producers on their intermediate consumption and
other taxes on production.  Value added is a balancing item and so does not decompose into
price and volume elements.  Because it is now defined as the difference between two items using
the same sets of prices, it may be associated with this price vector also.  However, since the size
of value added has increased relative to the central system, it seems unhelpful to retain the term
“at basic prices” to describe the new concept.  Since producers’ prices is not available because of
its alternative use in the central system, it is proposed to use “at production cost” to designate the
usage here.  We may thus write:

output at production cost = intermediate consumption at production cost

+ value added at production cost.
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70. The distinction between “basic prices” and “producers’ prices” is no longer needed, nor is a
distinction between “purchasers’ prices” and “market prices”.  All transactions concerned with
supply and demand can be described using only the two valuations “at production cost’ and
“market prices”.

GDP identities

71. If all the entries in the full sequence of accounts are consolidated by removing redistributive
transactions we are left with a seemingly familiar set of identities:

Output + imports = intermediate consumption + final consumption + capital formation +
exports;

GDP = value added

= output - intermediate consumption

= final consumption + capital formation + exports - imports

72. All entries including GDP, though, are at production cost.  This is the valuation where taxes on
final demand are equivalent to taxes on income in terms of their redistributive effect.  GDP at
production cost is invariant to changes between these taxes.

73. GDP at market prices is still readily available.  On the demand side, the market price valuations
appear in addition to the production cost valuations in the accounts8.  On the supply side it is
necessary to add taxes on final demand, equal either to total taxes on consumption etc. less taxes
on producers or to the sum of taxes on final consumption, capital formation and exports.  So we
may write:

Output at production cost + imports + taxes on consumption etc

= intermediate consumption at production cost + taxes on producers

+ final consumption + taxes on final consumption

+ capital formation at production cost + taxes on capital formation

+ exports + taxes on exports;

or, eliminating taxes on producers from both sides of this equation and swapping intermediate
consumption and imports to the other sides,

value added at production cost + taxes on final demand

= {final consumption + capital formation + exports} at market prices - imports

Interpretation of the accounts

74. As in the case of subsidies, all payments and receipts of taxes are now recorded explicitly
making the accounts easier to follow and expenditure categories immediately available at what
we have called “production cost”.  This seems particularly helpful in the case of final
consumption.  If changes in VAT lead to an increase in household consumption expenditure due

                                                     
8. Taking imports fob to be equivalent to production cost.
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only to the VAT increase, individual consumption expenditure at production cost by households
would not change.  Increased tax revenue will allow government consumption expenditure to
rise but the extent to which households benefit individually rather than collectively will be
apparent.  If government spends the increased revenue entirely on increasing individual
consumption expenditure, the increase has been entirely redistributive among particular
households.  If collective consumption also rises, then the increased revenue is being used partly
for individual households and partly for the community as a whole.

75. The presentation of expenditure categories on valuations with and without taxes should also
facilitate both the calculation and interpretation of constant price estimates.

Part 4: Synthesis and summary

Accounting effects

76. Table 2 shows the set of national accounts given in the 1993 SNA as a worked example in
summary form.  This information is presented in table 3 using the suggestions put forward in
parts two and three of this paper.  Tables 4(i) and 4(ii) then add to table 3 the implications of part
four.

77. There are a number of presentational differences in table 2 compared with that in the SNA.  The
accounts are presented in the same order as in the integrated presentation of accounts but are
presented with uses under resources rather than, literally, on the other side of the account.  A
column for taxes on products has been added a memorandum item to show where, in the central
system, taxes are added into totals even though they are not included in any of the component
sectors.  The redistribution of income in kind account and the use of adjusted disposable income
account have been folded into the use of income account.  The financial account and the balance
sheets are not included since none of the proposals here affect these accounts.  Notes to the table
explain the assumed allocation of taxes and subsidies on production to be used in table 3.

78. To derive table 3, all receipts and payments of taxes and subsidies are shown explicitly.  This
means that by contrast to table 2, the column for taxes and subsidies disappears.  Subsidies are
no longer recorded as negative receipts and payables but appear on the alternate sides of the
accounts as positive entries.  The effects of taxes and subsidies on non-financial corporations
and households are shown by example.  Similar effects would hold for financial corporations
and NPISHs.  The implications for exports and capital formation were discussed in the text
above but are not included in the table since the parallel with the treatment for household
consumption is so clear.

The entries for subsidies

79. A further simplification of the system is possible.  In the discussion above on taxes borne by
producers, it became clear that there is no real need to distinguish those levied on products and
those relating to the labour and capital used by the firm.  They are all taxes borne by producers
and, in this satellite system, appear together as part of value added.  Similarly the need to
distinguish subsidies on products and subsidies on production disappears.  All that is necessary
is to distinguish which subsidies ultimately benefit individual households and which benefit the
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community at large.  For the sake of the example, it is assumed that all taxes on products
represent individual consumption by government and all taxes on production collective
consumption.  Note that this simplification is an assumption and not inherent in the treatment
proposed.

• In table 2, subsidies on products (8) are shown as a negative receivable by government in
the allocation of primary income account and as a negative payable, not allocated to
sector, in the production account.  In table 3, the payable is shown as individual
consumption expenditure by government in the use of income account.  The receivable is
shown in the production account.  In table 2, output is shown before the addition of taxes
on products and before the deduction of subsidies.  In table 3, the value of output is shown
excluding the receipt of subsidies with the subsidies shown explicitly.  These entries are
marked A.

• Other subsidies on production (36) is shown in table 2 as a negative payable by
enterprises in the generation of income account.  In table 3 this appears in the production
account as that part of output (a receivable) representing provision of government
services.

• The payment by government of Other subsidies on production has moved from a
negative receivable by government in the generation of income account in table 2 to be an
element of government consumption expenditure in the use of income account in table 3.
These entries are marked B.

Entries for taxes

• In table 2, there are two entries for taxes on products and one for taxes on production.
VAT (120) and other taxes on products (20) are shown as payables not allocated to sector
in the generation of income account and as receivable by government in the allocation of
primary income account.

• For table 3, it is assumed taxes on products are borne 26 by enterprises and 115 by
households.  These are designated taxes on intermediate consumption and taxes on final
consumption respectively.  For simplicity, no taxes are assumed borne by capital
formation or exports.

• Taxes on intermediate consumption are shown as payable by enterprises in the generation
of income account.  Together with other taxes on production, also (still) shown as payable
by enterprises in the same account, they form taxes on producers.  This aggregate is
receivable by government in the allocation of primary income account.

• Taxes on final consumption are shown as payable by households and receivable by
government in the use of income account.  These entries are marked C, D and E.

Effects on other entries in table 3

• In the production account, intermediate consumption is reduced by the amount of taxes
on intermediate consumption.
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• Value added is increased by the amount of these taxes and by the amount previously
shown as subsidies but now treated as output purchased by government as either
individual or collective consumption.

• Output, intermediate consumption and value added are all valued at production cost.  The
total of value added across all sectors is also referred to as GDP at production cost.

• In the distribution of primary income account, primary income of government is
reduced by the amount of taxes on final consumption which is recorded below and is
higher by the amount of subsidies which are no longer shown as negative receipts;

• National income is related to GDP at production cost via property income receivable from
and payable to the rest of the world and so also differs from the figure in the central
system by the amounts of taxes on household consumption and subsidies on production;

• The secondary distribution of income account is affected only by the carry through of
the differences in the entering and leaving balancing items.  Note that government’s
disposable income is significantly lower than in the central system;

• The use of income account includes taxes on consumption as a resource to government,
adding to the value of disposable income carried down from the secondary distribution of
income account.  These taxes appear on the uses side for households.  Other new entries
on the use side include individual consumption by government as consumer subsidies (this
was previously taxes on products); this item is included in social transfers receivable by
households and in actual final consumption of households.  The payments by governments
to enterprises for producing collective services (previously subsidies on production) are
part of government collective consumption expenditure.  Both final consumption
expenditure and actual final consumption appear at production cost as well as, for the
former, at market prices.  Though not shown explicitly in this presentation, adjusted
disposable income and actual final consumption are readily available if desired;

• The entries for saving and all entries in the capital account are the same as in table 2.
This would not be so if taxes were payable on capital formation when this would represent
a reduction on government saving and an increase in government transfers receivable.
This has not been shown because of the ambiguity in the central system about the implicit
treatment of this item.

Synthesis

80. There is only two basic propositions put forward in this paper.  The first is that taxes and
subsidies which are shown in the central system of the 1993 SNA as taxes and subsidies on
products or on production should instead be related to consumption or other final demand.  The
second is that units in sectors other than general government can produce collective services.

• From this we develop a satellite account where an increase in subsidies always leads to an
increase in GDP but in such a way that the market price for the characteristic product of
the subsidised enterprise is not affected.

• Secondly we (re) introduce an alternative measure of GDP that is invariant between
changes in VAT and taxes on income.
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• Thirdly, this framework is amenable to consistent treatment of the costs imposed by
government regulation as being treated as “imputed” taxes.

81. The main purpose of developing this satellite account was for these analytical features.  It
happens that the following accounting benefits also result.

• There is no longer a need to preserve the market/non-market distinction of the central
system..

• Only two price valuations are necessary, one including taxes borne by producers and one
including also taxes borne by final demand.

• All entries for payments and receipts of taxes and subsidies are shown explicitly and with
the intuitive sign making interpretation of the accounts easier.

• There is a simpler identity for both measures of GDP than in the central system.

• Collective services can be defined according to the activity concerned and not the unit
undertaking it.

• The rows of the supply and use table, or input-output table are more homogeneous than in
the central system.

• The same price vector is associated with output, intermediate consumption and value
added, easing constant price calculations.

• Separate identification of subsidised output and ancillary output in response to
government regulation also assists constant price calculations.

• The aberration in the central system whereby any taxes on products payable on capital
formation are shown as payable in the capital account but receivable in a current account,
thus distorting saving, is avoided.
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Annex 1: The 1993 SNA sequence of accounts

This is intended simply as an aide-memoire to the order and main features of the sequence of accounts.

GDP is first determined in the production account where value added is the balancing item between
production and intermediate consumption.  Value added possibly adjusted for taxes is the production
based measure of GDP.

In the generation of income account, elements of value added are distinguished (compensation of
employees, taxes on production, consumption of fixed capital) and attributed from those sectors
generating the income to those receiving it.  The balancing item is operating surplus.

In the distribution of primary income account, payments of primary income in the form of property
income (interest, dividends and rent) are shown, leaving the balance of primary incomes.  This is the
income measure of GDP but because it includes transactions with the rest of the world it is referred to as
gross national income (formerly GNP).

In the secondary distribution of income account, primary income is further redistributed by the
payments and receipts of transfers including taxes on income, insurance premiums and claims, transfers to
charities etc.  The balancing item is disposable income.

The use of income account shows how disposable income is used either for final consumption or for
saving.

The capital account shows how capital formation is financed either through saving, capital transfers or
net lending or borrowing.

The financial account shows how net lending or borrowing is effected throughout the sectors of the
economy and with the rest of the world.
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TABLE 1:  SUBSIDIES EXAMPLE

Year 1 Year 2 Year 3 Year 4 Year 5
SNA 1993

Intermediate consumption 60 60 60 60 60
Compensation of employees 40 40 40 40 40

Total costs 100 100 100 100 100

Sales 20 40 60 80 100
Payments by government 80 60 40 20 0
Market (m)/Nonmarket (n) n n m m m
Value added at basic prices 40 40 40 40 40
Value added at producers prices 40 40 0 20 40

Output at basic prices 100 100 100 100 100
Output at producers prices 100 100 60 80 100
Subsidies and negative governm 0 0 40 20 0

Household consumption 20 40 60 80 100
Government consumption 80 60

Proposed satellite

Intermediate consumption 60 60 60 60 60
Compensation of employees 40 40 40 40 40

Total costs 100 100 100 100 100

Sales of characteristic product 20 40 60 80 100
Production of govt services 80 60 40 20 0

Market (m)/Nonmarket (n) Not relevant
Value added at production cost 40 40 40 40 40
Outout at production cost 100 100 100 100 100
Household consumption 20 40 60 80 100
Government consumption 80 60 40 20 0
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TABLE 2:  SNA93 SUMMARY ACCOUNTS

Notes
Non-financial 

corporations
Financial 

corporations
General 

government Households NPISHs
Taxes on 
products Total ROW

Imports less exports -41

Production Account
Resources
Output 1753 102 440 1269 40 3604

Uses
Intermediate consumption 899 29 252 694 9 1883
Value added/GDP 854 73 188 575 31 133 1854

Generation of income account

Resources
Value added/GDP 854 73 188 575 31 133 1854

Uses
Compensation of employees 545 15 140 39 23 762

C VAT 121
C Other taxes on products 20
A Subsidies on products -8
D Other taxes on production 86 3 2 3 94
B Other subsidies on production -35 -1 -36

Operating surplus/mixed income 258 55 46 534 8 901

Allocation of primary income account

Resources
Operating surplus/mixed income 258 55 46 534 8 901
Compensation of employees 766 766 -4 762

C VAT 121 121
C Other taxes on products 20 20
A Subsidies on products -8 -8
D Other taxes on production 94 94
B Other subsidies on production -36 -36

Property income 86 141 32 150 7 416 38 454

Uses 0
Property income 135 167 42 41 6 391 63 454
Balance of primary incomes/National i 209 29 227 1409 9 1883
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TABLE 2:  SNA93 SUMMARY ACCOUNTS (continued)

Notes
Non-financial 

corporations
Financial 

corporations
General 

government Households NPISHs
Taxes on 
products Total ROW

Secondary distribution of income account

Resources
Balance of primary incomes/National i 209 29 227 1409 9 1883
Current taxes on income, wealth, etc. 213 213
Social contributions 14 39 268 1 322
Social benefits other than social transfers in kind 332 332
Other current transfers 10 49 108 36 36 239 39 278

Uses
Current taxes on income, wealth, etc. 24 10 178 212 1 213
Social contributions 322 322
Social benefits other than social transfe 13 29 289 1 332
Other current transfers 11 46 139 71 2 269 9 278
Disposable income 185 32 388 1206 43 1854

Use of income account
Resources
Disposable income 185 32 388 1206 43 1854

F Social transfers in kind receivable by households -212 228 -16 0
Adjustment for the change in net 
equity in pension funds 11 11

Uses
Final consumption expenditure 368 1015 16 1399
Collective consumption 156 156
Individual consumption 212 1015 16 1243

G Actual final consumption 156 1243 1399
Adjustment for the change in net 
equity in pension funds 11 11
Saving 185 21 20 202 27 455
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TABLE 2:  SNA93 SUMMARY ACCOUNTS (continued)

Notes
Non-financial 

corporations
Financial 

corporations
General 

government Households NPISHs
Taxes on 
products Total ROW

Capital account

Resources
Saving 185 21 20 202 27 455
Capital transfers receivable 33 6 23 62 4 66
Capital transfers payable -16 -7 -34 -5 -3 -65 -1 -66
Changes in net worth due to saving 
and capital transfers 65 4 -38 178 21 230

Uses
Gross fixed capital formation 250 9 37 61 19 376
Consumption of fixed capital -137 -10 -30 -42 -3 -222
Changes in inventories 26 2 28
Acquisitions less disposals (A-D) of 
valuables 2 3 5 10
A-D of non-produced non-financial -7 2 4 1 0
Net lending/net borrowing -69 5 -50 148 4 38 -38

Notes
A All subsidies on products assumed to benefit households
B No other subsidies on production assumed to benefit households
C VAT is assumed to be paid 100 by households, 21 by non-financial corporations, 0 by financial corporations, NPISHs and ROW
C Other taxes on products assumed to be paid 15 by households, 5 by non-financial corporations, 0 by financial corporations, NPISHs and ROW
F Re-attributes all individual consumption expenditure to households
G Equals final consumption expenditure plus social transfers in kind receivable

The column  for taxes on products is included as a memorandum item; it does not appear in the 1993 SNA presentation
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TABLE 3:  PROPOSED SATELLITE ACCOUNT

Notes
Non-financial 

corporations
Financial 

corporations
General 

government Households NPISHs Total ROW
Imports less exports -41

Production Account
Resources

Output - characteristic output 1745 102 440 1269 40 3596
A Output - sales to govt for individual consump 8 8
B Output - government services 35 1 36

Output -total 1788 102 440 1270 40 3640

Uses
Intermediate consumption 873 29 252 694 9 1857
Value added/GDP at production cost 915 73 188 576 31 1783

Generation of income account
Resources
Value added/GDP at production cost 915 73 188 576 31 1783

Uses
Compensation of employees 545 15 140 39 23 762

E Taxes on producers 112 3 2 3 120
C Taxes on intermediate consumption 26 26
D Other taxes on production 86 3 2 3 94

Operating surplus/mixed income 258 55 46 534 8 901

Allocation of primary income account
Resources
Operating surplus/mixed income 258 55 46 534 8 901
Compensation of employees 766 766 -4 762

E Taxes on producers 120 120
Property income 86 141 32 150 7 416 38 454

Uses 0
Property income 135 167 42 41 6 391 63 454
Balance of primary incomes/National incom 209 29 156 1409 9 1812
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TABLE 3:  PROPOSED SATELLITE ACCOUNT (continued)

Non-financial 
corporations

Financial 
corporations

General 
government Households NPISHs Total ROW

Secondary distribution of income account
Resources
Balance of primary incomes/National incom 209 29 156 1409 9 1812
Current taxes on income, wealth, etc. 213 213
Social contributions 14 39 268 1 322
Social benefits other than social transfers in kind 332 332
Other current transfers 10 49 108 36 36 239 39 278

Uses
Current taxes on income, wealth, etc. 24 10 178 212 1 213
Social contributions 322 322
Social benefits other than social transfers in 13 29 289 1 332
Other current transfers 11 46 139 71 2 269 9 278
Disposable income 185 32 317 1206 43 1783

Use of income account

Resources
Disposable income 185 32 317 1206 43 1783

C Taxes on consumption 115 115
F Social transfers in kind receivable by households -220 236 -16 0

Adjustment for the change in net equity in 
pension funds 11 11

Uses
Final consumption expenditure at market 412 1015 16 1443
Collective consumption at market prices 192 192
 Collective consumption - own production 156 156

B
Collective consumption - purchased from 
enterprises 36 36
Individual consumption expenditure at 
market prices 220 1015 16 1251
 Individual consumption - own production 212 16 228

A
Individual consumption - purchased from 
enterprises 8 1015 1023

C Taxes on consumption 115 115
G Actual final consumption at market prices 192 1251 0 1443
G Actual final consumption at production 192 1136 0 1328

Adjustment for the change in net equity in 
pension funds 11 11
Saving 185 21 20 202 27 455
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TABLE 3:  PROPOSED SATELLITE ACCOUNT (continued)

Non-financial 
corporations

Financial 
corporations

General 
government Households NPISHs Total ROW

Capital account
Resources
Saving 185 21 20 202 27 455
Capital transfers receivable 33 6 23 62 4 66
Capital transfers payable -16 -7 -34 -5 -3 -65 -1 -66
Changes in net worth due to saving and 
capital transfers 65 4 -38 178 21 230

Uses
Gross fixed capital formation 250 9 37 61 19 376
Consumption of fixed capital -137 -10 -30 -42 -3 -222
Changes in inventories 26 2 28
Acquisitions less disposals (A-D) of 2 3 5 10
A-D of non-produced non-financial assets -7 2 4 1 0
Net lending/net borrowing -69 5 -50 148 4 38 -38

Notes
A Corresponds to Subsidies on products in table 2
B Correpsonds to Other subsidies in production in table 2
C Corresponds to VAT and other taxes on products in table 2
D Corresponds to Other taxes on production in table 2
E Sum of taxes on intermediate consumption and other taxes on production
F Social transfers in kind shown as receivables
G Final consumption expenditure plus social transfers in kind receivable

either at market prices or production cost ( market prices less taxes on consumption)


