Sector Accounts Technical notes
Introduction

Sector accounts present a coherent overview of all economic processes and the roles played by the various sectors.  Each economic process is described in a separate account. The accounts published describe successively production, generation of income, primary and secondary income distribution, use of disposable income and end with the capital account.
The accounts register economic transactions, distinguishing between uses and resources, with a special item to balance the two sides of each account. By passing on the balancing item from one account to the next, a connection is created between subsequent accounts.
These accounts are compiled for the total economy and for separate domestic sectors and the rest of the world sector. In this way the sector accounts describe for each economic process the role of each sector, for instance general government in the income redistribution and financial corporations in financial intermediation and for each sector, all economic transactions and their relation with other domestic sectors and the rest of the world.
2.
Institutional Sectors

The break-down into institutional sectors is based on the economic objectives and behaviours of the various sectors in the economy. The main sectors distinguished are the following: 

· Households including Non-Profit Institutions Serving Households (NPISH);
· Non-financial corporations including quasi-corporations;
· Financial corporations;
· General Government; and

· Rest of the World.

(i) Households including Non-Profit Institutions Serving Households (NPISH): The  sector covers:

(a)
individuals as consumers;
(b)
entrepreneurs, individual proprietors and partnerships; and
(c)
Non-Profit Institutions Serving Households (NPISH).

(ii) Non-financial corporations cover all private or public companies and public corporations which are principally engaged in the production of market goods and non-financial services.

(iii) Financial corporations include institutional units which are principally engaged in financial intermediation or in auxiliary financial activities such as the Central Bank, banks and insurance companies.

(iv) General Government comprises:

(a)
Ministries and departments of the central, regional and local government;
(b)
Social Security Schemes imposed, controlled or financed by the public authorities for the purpose of providing social security benefits for the community; and

(c)
Non-profit institutions entirely or mainly financed by government.

(v) Rest of the World: The rest of the world accounts provide an overall view of the economic relationships linking the national economy with the rest of the world. 

3.
Integrated Economic Accounts

The different accounts presented are explained below.

3.1
Production account

The production account shows the transactions that are related to the production process. The output is recorded as a resource, the intermediate consumption as a use. The balance of these two items for the individual sectors is B.1 Value added. 
The production account of the total economy is the total of the production accounts of the sectors together with the transactions for which there is no sectoral distribution available, for eg taxes and subsidies on products. The balancing item of the production account for the total economy is B.1 Gross domestic product at market prices.

3.2
Generation of Income Account

This account displays the transactions through which gross domestic product at market prices is distributed to labour (compensation of employees), capital (operating surplus) and government (the balance of taxes and subsidies on production and imports). The balancing items for the household sector in this account are mixed income and operating surplus. For the other sectors, the balancing item is only operating surplus.  For the economy, B.2/B.3 Operating surplus and mixed income are thus the balancing items.
3.3
Allocation of Primary Income Account

This account records, as resources, the income from direct participation in the production process as well as property income received in exchange for the use of land and financial resources. On the uses side property income paid is recorded. On this account the interest paid and received are recorded excluding Financial Intermediation Services Indirectly Measured (FISIM).  In the National Accounts insurance technical reserves are seen as a liability of insurance enterprises to policyholders. Therefore, the receipts from investing these reserves are recorded as payments from insurance enterprises to households, in the form of Property income attributed to insurance policyholders. The balancing item of this account for each sector is B.5 balance of primary income; the primary income for the total economy is the national income.
3.4
Secondary Distribution of Income Account

The secondary distribution of income account shows how primary income is redistributed by means of current taxes on income and wealth, social contributions, social benefits and other current transfers.
The balancing item of this account is B.6 Disposable income. This item is passed on to use of disposable income account. 
3.5
Use of Disposable Income Account

This account shows the element of disposable income that is spent on final consumption and also the element which is saved. Final consumption exists only for households, NPISH and general government. The net equity of households in pension funds is a financial asset that belongs to households. Changes in these reserves thus need to be included in the saving of households.  Therefore, an adjustment is needed to include in the saving of households the change in pension funds reserves on which they have a definite claim. This adjustment is called “adjustment for the change in net equity of households on pension funds” (it is a use for financial sector and resource for household sector).  The balancing item of this account is B.8  Saving. 
3.6
External account

This account records the summarised transactions of the rest of the world sector, including, on the uses side, exports of goods and services, primary incomes and current transfers receivable. The resources side of this account includes imports of goods and services together with primary incomes and transfers payable. The balancing item is B.12 current external balance which records the net position with the rest of the world.

3.7
Capital Account
On this account gross fixed capital formation, changes in inventories, acquisitions less disposals of non-produced non-financial assets are recorded as uses for the different sectors.  Capital transfers are recorded and combined with Saving and the resulting balancing item is B.10.1 changes in net worth due to saving and capital transfers. 

The balancing item of this account is B.9 net lending (+) or borrowing (-). It shows the amount a sector can lend / borrow as a result of its current and capital transactions. A positive sign means that the sector has an excess of resources and can lend to other sectors while a negative sign indicates a need for borrowing fund from other sectors. For example for the period 2007-2011 the Households sector had to borrow from other sectors, whereas the Financial sector had excess to lend to other sectors. 
Explanation of the variables in the accounts 

Output (basic prices)

Output covers market output, i.e. the value of all goods produced for sale and all receipts for services rendered,  output for own final use such as services of owner-occupied dwellings and other non market output produced mainly by government.  Output is valued at basic prices. 
Intermediate Consumption (purchasers’ prices)

Intermediate consumption includes all goods and services used up in the production. Intermediate consumption is valued at purchasers’ prices, excluding deductible VAT. For companies, which do not need to charge VAT on their sales, the VAT paid on their purchases is non-deductible. It is therefore recorded as a component of intermediate consumption.

Value Added (basic prices)

Value added at basic prices by industry is equal to the difference between output (basic prices) and intermediate consumption (purchasers’ prices).

Gross Domestic Product (market prices)

Gross Domestic Product at market prices (value added of the economy at market prices) is calculated as the total value added at basic prices of industries plus balance of taxes and subsidies on products. 
Compensation of Employees

Compensation of employees is the total remuneration paid in cash or in kind by employers to their employees (residents and non-residents) in return for work done by the latter during the accounting period.   Contributions to social security and to private pension fund, casualty insurance and similar schemes are included.
Taxes on Production and Imports

Taxes on production and imports are compulsory payments to the General Government which are related to production, imports, and to the use of production factors. Taxes on production and imports are classified into taxes on products and other taxes on production.

Taxes on Products

Taxes on Products are related to the value or the volume of products. They are levied on domestically produced or transacted products and on imported products. Taxes on products comprise taxes on domestic products, taxes on imports, and VAT.

Other Taxes on Production

Other Taxes on Production include all taxes on production paid by producers not related to the value or volume of products produced or transacted.  An example of such a tax is the fee charged for Road Motor Vehicle Licenses.

Subsidies

Subsidies are current payments government units make to enterprises with the objective to influence levels of production, prices at which output is sold or the remuneration of the enterprises.  Subsidies are distinguished between subsidies on products and other subsidies on production. For Mauritius, subsidies are paid only on products.
Property Income

Incomes that accrue from lending or renting financial or tangible non-produced assets, including land, are defined as property income. Property income comprises interest, dividend, property income attributed to insurance policy holders and rent of land.
Interest

Interest is accrued for the accounting period for which the underlying claim or liability has been in place. Actual interest payments are corrected for Financial Intermediation Services Indirectly Measured (FISIM). For producers of FISIM, this results in a decrease of the received interest and an increase in paid interest relative to the actual interest flows. For the consumers of FISIM, this means an increase in received interest and a decrease in paid interest, compared with the actual interest flows.

FISIM

Financial intermediation services indirectly measured (FISIM) is an indirect measure of the value of financial intermediation services provided but for which financial institutions do not charge explicitly.
Distributed income of corporations (Dividends)
Dividends are a form of property income received by owners of shares to which they become entitled as a result of placing funds at the disposal of corporations. 
Property Income attributed to insurance policyholders

In the National Accounts, life insurance provisions are seen as a liability of insurance enterprises to policyholders. Therefore, the investment revenues on these provisions are considered as payments from insurance enterprises to households. Subsequently, households reinvest these revenues as imputed contributions to life insurance companies.
Rents

Rents on land refers to the rent received by a landowner from a tenant and does not include the rentals of buildings and of dwellings situated on it.

National Income
National income is equal to Gross Domestic Product at market prices plus net compensation of employees and net property income from rest of the world. 
Current Taxes on Income and Wealth

Current taxes on income and wealth of corporations consist of corporation tax and are based on the profits of corporations. Current taxes on income and wealth of households include all taxes, which are periodically imposed on income and wealth, such as the income tax. Current Taxes on Income and Wealth are classified into Taxes on Income and Other Current Taxes (i.e total tax receipts less taxes on income less taxes on production and imports).
Social Contributions

Social contributions are actual and imputed payments that employers, employees and self employed persons pay to obtain entitlement to social benefits, including pensions and other retirement benefits.  The employers’ actual social contribution is paid directly to the Social Security Fund. For the purpose of National Accounts, the employers’ contributions are considered to be part of primary income of households (i.e. the income from direct participation in the production process). Therefore, these contributions are rerouted as payments by employers to households in form of compensation of employees, which are then paid back to the Social Security Fund in the income account.  Social Contributions are classified into Employers’ Actual Social Contributions, Employee’s Social Contributions and Imputed Social Contributions.

Employers’ Actual Social Contributions are contributions paid by the government and the private sector to the Civil Service Family Protection Scheme on behalf of their employees.

Employee’s Social Contributions are contributions made by government and private employees which are deducted directly from their salaries and paid to the Civil Service Family Protection Scheme.

Imputed Social Contributions represent the contribution of government on behalf of its employees for their retirement pension.

Social Benefits, other than social transfers in kind
Social benefits are transfers to households, intended to relieve them from the financial burden of a number of risks or needs, such as sickness, invalidity, disability, old age, dependants, and unemployment. Social benefits are classified in social security benefits, social assistance benefits, and unfunded employee social benefits.

Social security benefits are paid by social security funds in the field of unemployment, disability, sickness, old age, etc.

Social assistance benefits are payments of the General Government to households, for which no quid pro quo by the beneficiary is expected.

Unfunded Employee Social Benefits are social benefits (e.g. pensions, gratuities, etc.) which are directly paid by employers to their former employees, without involving any social security fund. 

Net non-Life Insurance Premiums

Non-life insurance premiums comprise both the actual premiums payable by policyholders to obtain insurance cover during the accounting period, and the premium supplements payable out of the property income attributed to insurance policy holders, after deducting the compensation of insurance services. These premiums provide cover against damage as a result of fires, floods, theft, riot, accidents, sickness, etc.

Non-Life Insurance Claims

Non-life insurance claims represent the amounts which insurance enterprises are obliged to pay in settlement of injuries or damage as a result of fires, floods, theft, riot, accidents, sickness, etc.
Disposable Income

Disposable income is the balancing item of the secondary distribution of income account. It shows for each sector its’ disposable income, which remains after the redistribution of primary income by current transfers (compulsory or non-compulsory) between the sectors. Total disposable income of all resident units is equal to national income plus net current transfers from the rest of the world.

Final Consumption Expenditure

Final consumption expenditure consists of expenditure incurred by resident institutional units on goods and services that are used for the direct satisfaction of individual needs or wants, or the collective needs of members of the community. Final consumption expenditure may take place on the domestic territory or abroad. Final consumption expenditure exists only for households (incl. NPISH) and General Government.

Final Consumption Expenditure by Households

Final consumption expenditure by households includes:

· Expenses incurred by resident households on individual consumption goods and services, including consumption of goods and services acquired abroad. Consumption goods include durable consumption goods such as private cars, household appliances and furniture.  However, the purchases of dwellings by households are not seen as final consumption, but as fixed capital formation and the imputed services from these dwellings is household consumption;
· Income in kind, such as accommodation, food, clothing etc.; 
· Services of dwellings, which are occupied by the owners themselves and without any actual rent payments; and
· Goods and services produced for own use, such as back yard production.
Final Consumption Expenditure by NPISH

Non-profit institutions serving households (NPISHs) consist of institutions such as charity and religious societies which provide goods or services to households free or at prices that are not economically significant. Their gross output is calculated at cost and is consumed by the NPISH.  

Final Consumption Expenditure by General Government

The main functions of government are to assume responsibility for the provision of services to the community as a whole (collective services) as well as certain individual services (e.g. education and health). Government units are normally engaged in the production of non-market goods and services. Government consumption expenditure is the output (compensation of employees, consumption of capital and value of goods and services purchased) of General Government calculated at cost less goods and services sold plus expenditure on social benefits in kind. As per SNA 2008, it also includes the output of the Central Bank. 

Adjustment for the change in net equity of households on pension funds
Since households are owners of the pension funds reserves, changes in these reserves, i.e. the net equity of households in pension funds is a financial asset that belongs to households as they have a definite claim on it.  The change in net equity of households in pension funds needs to be included in the saving of households.
Saving

Saving is the difference between disposable income and final consumption expenditure.
Exports and Imports (merchandise)

Exports and imports are valued f.o.b. (free on board) for National Accounts purposes. While imports are valued c.i.f. (cost, insurance and freight) in the official external trade statistics, the value of insurance and freight are deducted to obtain an estimated f.o.b. valuation.  Insurance and freight are included in imports of services.

Exports and Imports of Services

Exports and imports include various categories of service types such as transportation, travel, telecommunications, insurance, financial, computer & information and business & professional. It is to be noted that because of the presentation of merchandise imports on a f.o.b. (rather than c.i.f.) basis, the freight element of the c.i.f. to f.o.b. adjustment is included in transportation and the insurance component in insurance services.

Current External Balance

The surplus/deficit on the current account of the Balance of Payments is equivalent to this item. It consists of:

· Net exports, the difference between exports and imports of goods and services;
· Net primary income from the rest of the world: compensation of employees and property income, such as interest and dividends; and
· Net current transfers from the rest of the world.
Capital Transfers

Capital transfers are payments for which no quid pro quo by the beneficiary is expected. They burden the wealth of the payer, or are meant to finance fixed capital formation or other long-term expenditures of the receiver. Capital transfers are classified into investment grants and other capital transfers.

Investment Grants

Investment grants are capital transfers which are intended to finance fixed capital formation of other units.

Other Capital Transfers

Includes miscellaneous other capital transfers to non-profit institutions and households such as solar water heaters grant scheme and rehabilitation of infrastructure of specific housing estates. An Example of other capital transfers to Non financial sector is the measure for the sugar sector.

Gross Fixed Capital Formation

Gross Fixed Capital Formation (GFCF) is the total value of a producer’s acquisitions, less disposals, of fixed assets during the accounting period plus certain specified expenditure on services 
(e.g. installation cost and transfer costs of fixed assets, such as payments paid to real estate agents, architects and notaries) that adds to the value of the assets.  
GFCG include:
· Residential and non-residential buildings;
· Other construction works (Civil engineering works and major improvements to land);
· Transport equipment; and
· Machinery and other equipment.
Changes in Inventories

Inventories consist of all raw materials, semi-manufactured goods, work in progress and final products that producers have in stock at a certain moment. Changes in work in progress are in general considered to be changes in inventories. However, work in progress in construction is seen as fixed capital formation of the client and not as changes in inventories of the construction industry. This concerns unfinished buildings and civil engineering works.

Increases in inventories occur when goods are produced (or purchased) but not yet sold (or used) in the year under review. Decreases in inventories occur when goods are withdrawn from existing inventories in order to be sold or used in the production process.

Net Lending (+) or Net Borrowing (-)

Net lending (+) or net borrowing (-) shows the amount a sector can lend / invest, or has to borrow, given the current and capital transactions in the Sector Accounts. A positive sign means that the sector has an excess of resources and can lend to other sectors while a negative sign indicates a need for borrowing fund from other sectors.
