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Foreword

National Accounts presents macroeconomic picture of an economy and also accommodates, in course of
time, the changes occurred in the economic behavior of an economy. The SNA 1993 is an effort towards
incorporating these changes in the global economy. Since SNA 1993 is an internationally accepted
accounting framework, Nepal is also expected to follow its recommendations. In this respect, this is an
attempt to implement SNA 1993 in Nepal System of National Accounts (NSNA).

This publication presents a summary of national accounts aggregates, brief description of the
methodology and main national accounts tables: Gross Output, Input, Gross Value Added by Economic
Activities and also by institutional breakdown. A new series of Gross Domestic Product by Expenditure
Category, Gross National Income, Gross National Disposable Income, Savings and other related
macroeconomic indicators are presented in this publication. An attempt has been made to implement the
recommendations of SNA 1993 while compiling these national accounts estimates. The details of the
proceedings and methodologies will be followed with comprehensive manual on Nepal System of
National Accounts.

Asian Development Bank, through a project has provided technical assistance to enhance the system of
national accounts of Nepal. CBS would like to express hearty gratitude to the bank. Dr. Bishnu Dev
Pant, Assistant Chief Economist, ADB deserves special appreciation for his initiation and contribution in
materializing the implementation of the project. | would like to thank Ms. Estrada V. Domingo, Dr. Basu
Dev Uprety, Dr. Dilli Raj Khanal and Dr. Deepak Rijal who sincerely devoted themselves in providing
technical expertise at different stages of the project.

Thanks are due also to the United Nations Statistics Division (UNSD), Economic and Social Commission
for Asia and Pacific (ESCAP), International Monetary Fund (IMF) especially Dr. Viet Vu, Ms. Youlia
Antonova, Ms. Heidi Arboleda and Mr. Russel Freeman for their valuable technical inputs.

This publication is a collaborative effort of external experts and a team of national accounts sector
specialists of Central Bureau of Statistics led by Dr. Rudra Suwal, Deputy Director and Chief of National
Accounts Section. Mr. Gopal Prashad Khanal, Mr. Suman Raj Aryal, Mrs. Saroj Bhattarai, Mr. Surya
Kumar Pandit; Statistical Officers were involved throughout the project period in their respective sectors.
Mr. Jishnu Mohan Bhattarai, Mr. Shiba Raj Neupane worked in the initial stage and Mr. Ganga Ram
Sapkota worked in later stage of the project. Other staffs of the Bureau who have devoted much of their
time in data collection, processing and compilation are highly acknowledged. Mr. Rabi Singh and Mr.
Uttam Narayan Malla, Depury Director General provided guidance to steer the project in earlier and later
stages respectively. My sincere thanks go to both of them.

Thanks are also due to the related government Ministries and Departments, Nepal Rastra Bank, and other
non-government agencies in making available the requisite data for compiling the national accounts
statistics.

We always welcome suggestions for improvements of the system of national accounts statistics of Nepal.
Tunga S. Bastola

Director General
July 2007
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e @ q2ATERT AT S[@aT
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I TS AN @l TTF AATHATAT TTHT ATH TR Fesd JeATs [qqTTare
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FUEE 031/33, R037/3R, 0¥/ ¥R T 049 /4R ATE ATIRAY HIA MG <T@res
HEATEE TR TRTH 9T |

CH &L (e G o I CRDE
Afted S@THT ATFSTES AR [TIATURT ATNT ATAITF HET FoFH TTHT TN §a
AR B | THATE B A4TAB] god @bl fg=7 Alb gar «Afde iafataer

feaor 7 faeewur 9 9fq Aidees | AT ATESEsdre Aqadl @ET (Composition)

FATae (Structure) AT A (Movement), ATIAT (Volume) HIEATKHT SITHHRI qTSH
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@R ATFSTETh! TAN TXwg | Tqd, AGAAD! @@l T Al JoHT, HedihA
qIT FRTHAR AT ARTG] AN @l TATFH! ART g WEHTad & | TF FeaH T,
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THEHH |
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3. ANCT @l TR AR AT ATEAF I (dige &FbT qATses qaad
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Y. FAIT ABTATE I TATFHN R THT AATH] PR AT JATFEE TART
T TR TR AMCTT AT AThSes I FHAR Teahl |

. AYF faeeiyor o Aifq S FTHARN AT AEedd 99 gHAbes TAT HTATH]

TS & AHbR! AT ANCA G ATHTAH ATFSES JMHT  HATH] |

Mgy “@r TATFAT AUt AT FHSETATS AT (&8 i v 0%R/%3 ( A
R004) HT URTATT fasra S wifafas dor fafaa Fedmmar "Strengthening the
National Accounts System of Nepal " ®TIHH FATAT TRUH! OGT | I FAHAR
e LB (e T

Q. FUTAHl AMCT @R AT TUTATH] IR T AMIF & ITETH AR
TITAET (Benchmark) A&TTaldsd T |

R AN F@T YUTeliere AwaRifed  AIIal d97 HIIEUS AdR adrg+ ey
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3. WUTARl AMIA TGTHT YUTCATATS FHHM FH b FTAT TIR T FHHB! AT
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¥, NI AQ@THT ATFSTeedh! [T ATl qIT THATFH! HAeed! [aavur el
T AT qiedsl (Manual) TR T |

3. UYTh qeATIET SIGET ¢

AT @Rl T H@AT TARTER] AN FAAUES, TUAEE, JAEE Rebeadere yred
qATFEs I Y, FH1Ed q97 ATAAF STSHT YA [Tedoo FHT T TN TRTHT
B | STHd, TAT AEAES, TUAES qAT AATT Jqaades dd [agual S |
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5. foadrr s foeae foaevee

%, R A< e faeqa faavoes
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% e J@r quursHl TE Afde qrdage:

qiferert SR a0l AaR & IcdTaT (Gross output by Industrial Division):
g& qT YAl JARH T YHE AAE  SAETATS ARG d  SENTE  anTeheor

(International Standard Industrial Classification, ISIC) #TER ANTHEI TN a& q4T

ATl %A IcdTa" (Gross output) T HAHT J&IA TRUH & | STH ATAR ALH,

0%3/%¥ HT Tl 9T &I F IATEH T &FaTd 30033 ¥ Fg ¥ FAUMG FHAM

I ATAT 95433, S ITAraTd &FAT 9¥q9%.q FRIe T AR &TAT 19¥4R.9

FE SXTEREH] FA SATET TUH @ | ATF. 0%3/%¥ HT T &Fad FA IATaA

TR HAAT {3493, BT ATATT TRTHT F |

MRt R SATENTE AR HAR HeAad! ITHNT : (Intermediate Consumption by

Industrial Divison) @& TIT HATHl IATGAR AT FART g4 ARTAHT (Intermediate

Consumption) ATHIAEE TTMAHT I AT T&I TRUH T | STY AR AT, 0%3/%¥ HT
qd =T dfe Weddl ITENT AN AAAT 933% .3 FAS @ A FN, AAqEG qqT
=R AT [HATTHT AT W405.5 HIE §0¥R.0 HE qIN ¥¥UE.q HE Wbl G |
AT 0%3/R¥ H Jedd HIHT &l HAGAl ITAN F.¥3933q IS AATA &

JATEAHAT ¥R.3% G ATHH TRTH T |

el 3-¥ © ATRNTE ARTRRT FAR & Hed dfqglg (yefad ¥ fer e
AIENTE ANTHLTT AR T q=2T df e ATTefg F &7 0%3/8% * yoAtead
HAHT YUY & HAS ATHM TRUH & T el AIHT FF Gleg HAC ATIRAT

T.2%R5.¥ FR, AT JIT FoRAT & 593%.9 FRIe ATAM TRUH & | & el

ARG AT T 0%3/X¥ HT HR¥ OO IS ATATT TRTH G | AMdF T 04 9/45 HI

HeIHl & Hed ATAIMZHT ATHTHES I&dd MRS S | [adrd Heaeadrel SqHe

JoT FHIHT fqaures afd FHE MW IATERS HedHT Hd Mol IcATadd dig ITeh]
ATIHSET dNieTehl ¥ | T&d TRUHT S | FTH ATER AT 0%9/4s g ara.



National Accounts of Nepal 2000 -2007

0%3/%¥ Hafuedl areafasd AUd AMF ghg R AT HAAT .38 Fqd ATHA
TRTHT 3 |

e Y-% : R &7 A AR & Iodrad a9l Jed Aqgig GLIRTd &7 Fq9R

FAd IO, HFAd! ITANT TIAT ®d A ATFGH ATHTEe Y=fad adar fer

HeA AT Y& TRUHT A | THE ¥ AN &es fafqa g=an ) fafas =, @R

¥ B ORRERHAT A9 TR I RUHT ATFST AR ATA. 0%R/€3 AT T AT
afe Hea Afgig oY IR &=eTe 55359 He T A9l ) fafas dwama &,

TER ¥ faaa &Fare HHM WIV0E TS, ¥5R.¥ IS T IR&RR € I

U B | XS TRl dlfererl 9. & AT fI 9 Aes sma. oxe/Us &I fear geomn

IR TR B |

qifadr -5 @HH IPR ATAR FHA Aeed Ioded @« fdfg  (Expenditure

Approach) ¥TIR TR TRTH G | ¥ AR, & ITAN, AR BRI qdl
RIS ITATTHR! [aRUEe T ARKIT @ F=aid @F, TR @rg qdr Jar e

SYHRTET AqHTTES HHTAT g | A& Heblel AThT T HISH qEITEEH! JTANT a1

THTEYT TRI B GRERE] g ITARTH ATAAEE JNADHT SE@ZUH B | e
STANTHE TRFN JIARTATS AThHITT a7 qTHed Tg (HIaHH] THEHT [aereiT
TRTHT B | AfRITd ITIRTHE qe AT afe GTe el STHNH @9 AP IFaws; |
S AR @ FEqHT RTH GEdl Fdr 4.0 qiqerd W@ g 99 IR @ ¥ dar

S BT HHM 5.0 g T 9.3 ufqerd W@ B | FA IS A AT wd

B | WHAT TRFAAH! (Change in Stock) THIT <@T®l 9 (Residual) TTHT T

TRUHT T | & TqT YaATHl AT qAT FATTR! G G ATA T G g a4l

AT HeH! ATATT At a1 (R g9 el T&qd TRUHN B | T q9T Fareh]

ge afa digea aUgeH] dcAdEd TTHT HITHS (-99559% FR1S) Tedl g |
AT T 0%3/%% HI Fd Mewd IARAAT Ga MATdH Twam 93.5 gfqerd wEar faues
g |
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qiersr 2-90 : &S AMCA AT FAT I=1d (Gross National Income and Saving): el

SITAT (Compensation of employees) & TIT TRl IATGTHT ANhl R FoATAT T
(operating Surplus) TIT FAPYA ATRRTAI IATGHART FTIHATE T ATA, kel AT AT,
ARAHRR A, HA ITART, Meed T9d, & Gl ({0 91 BT fqe qar fod feaiq

(Lending/borrowing position) ¥¥{w ATHSES Y=ldd Hed qd1 [€O¥ HIAT Y&d

TRUHT G | ATTIF qT 0%3/%¥ | & Meed IJAGTA] qd SATATH [6edl ¥9.5

T ¥ FRATAT ool AT AP STRRTHT .95 T g ATH TRUHT & | 0.9,

0%3/%% T Ho NG T TAT %A @ IR AT (Disposable Income) TaTeAd HeaHT

FHM T SUI¥RE S T 999U R IS & ATHTH TRUH T | Fiel AAIHT FTa+

T AP Tod (¥RRY FS g ATHM TRTH 3 |

qifer 99 : URCT AETR EdEH GR HET (Summary of National Accounts
Aggregates) Jaedich ®d el Iodad, Yidaaith & AMCT o1, @ AT A,
gfqeafth & Meeed IS arediad qhgay, THRFT AT glqeaieh o, e
TAT qY, A AT HATH! ATATT qAT AR FHA Meed goaeqHr fewar e yo@

ATYF TaFEe T&AT TRTH T |

el 9% : UHE@ & ATAR ATE qRT=Hes (Macroeconomic Indicators by Broad

OC o

Industry Group) et e IATHE! AT I8y, fewiay, adtaa (Composition) TS

AIFSET SUISUH B |

o0 o

GEHFET, A X qI1 AR [qaRues fafde qiareeAl ATa=el 0T J&d

TRTHT B |
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PART (A)

Methodology of the new series of the National Accounts Statistics of Nepal

1. Introduction

Central Bureau of Statistics (CBS) is a central statistical organization of the government of
Nepal regulated by the Statistical Act 1958. As per this act, CBS is responsible for the
collection and delivery of different socio-economic statistics in the country. CBS, as
mandated by the act, has been engaged in compilation and publication of national accounts
statistics since last four decades. Compilation of national accounts statistics started in
early1960’s following the 1953 UNSNA recommendations. Since then CBS has been

publishing the national accounts statistics on a regular basis.

National accounts statistics of Nepal certainly has limitations regarding, the coverage, quality
and methodology. As an attempt to improve the estimates, revisions were done periodically
in the past and accordingly, the base years were shifted from 1964/65 to 1974/75, first ever in
the history of Nepalese national accounts. The second revision of the national accounts series
was undertaken in 1993 through Strengthening the National Planning Commission (NPC)
Project and that has shifted the base year to 1984/85. Some revisions were made during the
project by updating some benchmark data with the help of new surveys and studies. The
revised series published by NPC/CBS in June 1994 covered the period of 1984/85 to
1994/95. The revision were made following the concepts, classifications and presentations
recommended by 1968 UNSNA and very limited accounts were presented due to the time and
resource constraints of the project. Therefore, subsequent releases on national accounts series
also have been limited to GDP by economic activities at current/constant prices, and some

derived macroeconomic aggregates.

Because of the dearth of the database and accounts, the national accounts statistics has often
become debatable and questionable. Unless the compilation is based on sound database and
estimation methods consistent with current international standards and practices, the issue
remains unresolved. In order to address the problem of national accounts statistics of Nepal,

some of the possible improvement is made under the program ‘Strengthening the National
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Accounts System of Nepal 2005-07°. The program was launched with some specific

objectives of improving the national accounts statistics.

Rebasing the national accounts estimates with new benchmark

Benchmarking of national accounts estimates has become prime need for improving the
quality of national accounts statistics. The levels of transactions of many economic activities
were based on old surveys and studies. Because of the outdated benchmarks, the changes in
the structure of output, input, value added, and capital formation of such economic activities
were not revealed. Moreover, the changes in the economy occurred with newly emerged
economic activities were not properly covered in the accounting system due to data gap in

these areas. As a result, estimates were becoming less reliable and inconsistent.

Realizing the fact, Central Bureau of Statistics initiated the work on benchmarking the
national accounts estimates exploring and using the available data from different sources.
Data collected from major statistical operations such as Population Census 2001, Agriculture
Census 2001, Manufacturing Census 2002, Nepal Labor Force Survey 1999, Nepal Living
Standard Measurement Survey (NLSS) 2003 are used intensively to update the level and
structure of the accounts. In addition, some fresh surveys covering different areas of the
economy are conducted and their results are used to update and establish new national

accounts benchmarks.

Moving to 1993 SNA

As the system of national accounts of Nepal is based on international guidelines, the
methodological changes taken place internationally needs to be accommodated accordingly.
Therefore, Central Bureau of Statistics carried out different activities for implementing 1993
system of national accounts. To implement the system, an assessment of the situation in the
context from the old system (1968 SNA) to a new system (SNA 1993) was made. The
methodology and data sources of Nepal System of National Accounts (NSNA) compilation
have been reviewed and updated to the extent possible following the SNA 1993 guidelines.
Similarly, concepts, definitions and also classifications recommended by the SNA 1993 have

been followed.
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2. Methods and Data Sources

Gross Domestic Product by Kind of Economic Activities:

GDP is the total value of goods and services produced in a period after deducting the cost of
goods and services involved in the process of production. In other words, it is equal to the
sum of gross value added (GVA) of all resident production units of the economic territory.

GVA = Output — Intermediate Consumption

Output is the value of goods and services produced. This includes market production,
production for final use and non-market production. Output is related to the unit of
production. Output, therefore consists only of those goods or services that are produced

within an establishment that becomes available for use outside that establishment.

Intermediate consumption is the value of goods and services consumed as inputs in the
production process excluding fixed assets. The goods and services may be either used up or
transformed in the production process. The consumption of fixed assets does not include in

intermediate consumption which is recorded separately as consumption of fixed capital.

Valuation of GDP

GDP can be valued in several ways. The common valuation technique as recommended by
the SNA is used — current prices, constant prices, basic prices, producers’ prices, purchasers
prices for the compilation of national accounts estimates. However, producers price is used

through out in case otherwise not specified.

GDP at current price is measured at the value prevailing at the time the production takes
place. Transactions are valued at the actual price agreed upon by the tranactors. Market prices
are the basic reference for valuation in the system. If market price is not available, valuation
is made as of the cost incurred in the process of production. The current price estimates

record the changes in the level of activity and prices.

Constant price is a measure of estimates at a price of the reference period. The purpose of
these types of estimates is to remove price effects (inflation) and derive volume of real

transactions. The common methods of obtaining constant price estimates are deflation and
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volume extrapolation. In the new series, the estimates of constant price is made using year
2000/01 as a base period. The constant price values are all expressed in values of 2000/01

Nepalese Rupees.

Basic price is the amount received by the producer from the purchasers for a unit of output
excluding any tax assessed on the output (i.e., tax on products) and including any subsidies
on the output that the producer receives. It also excludes any transport and trade margins
invoiced separately by the producer.

Producer price is the basic price plus taxes on the output invoiced to the purchaser less
subsidies received by the producer from the government.

Purchasers’ price is the amount paid by the buyer for a unit of output less any taxes invoiced
by the seller but deductible by the purchaser. It includes any transport and trade margins paid

separately by the purchaser to take delivery in the required time and location.

3. Economic Activities:

The classification of economic activities used in the new series in based on the Nepal
Standard Industrial Classification (NSIC) which is prepared within the broad framework of
the International Standard Industrial Classifications (ISIC Rev.3). The criteria for delineating
the class, group, division and section are made on the basis of the importance of the activities

in the economy and also the availability of data at that level.

3.1  Agriculture, Forestry and Logging

The growth of crops, trees, livestock or fish which is organized, managed and controlled by
producing institutions or mostly household in the context of Nepal is covered in this group.
Output in agriculture is measured as being produced continuously over the entire period of
production and not simply at the moment of time when the process is completed, i.e., when
the crops are harvested or animals slaughtered. Agriculture industry is grouped in to four
major groups- a. growing of cereals and other crops b. growing of vegetables c. horticulture
specialties and nursery products d. farming of animals. Information on vegetables,
horticulture and nursery products are gathered from the Department of Agriculture (DOA)

and Ministry of Agriculture and Cooperatives (MOAC). A survey was conducted by Central
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Bureau of Statistics (CBS) in 2003 to collect information on the details of input and output of

nursery products.

The benchmark data for major cereal crops particularly area under crops by types is obtained
from Agriculture Census 2001 and yield rates data from MOAC. MOAC and Department of
Livestock provided data on fruits, nuts, beverages, and spice crops and livestock products.
Case studies conducted by MOAC in different time period for different agriculture products
are used for estimating inputs for these products. The constant price estimates is derived

using quantity index of agriculture products as a volume extrapolator.

Department of Forest provided data for the estimates of forest products — firewood, log,
medicinal products and other forest related products. Case studies conducted by DOF in
different time period are the source of data for input, output and capital formation. Study on
community forestry conducted by DOF and CBS is used for the estimates of GVA and other
national accounts aggregates. However, there is very little information available on the price
of forest products and hence, several exercises were done to adjust the price and the valuation
of such forest based products. Changes in the quantity of forest products are used to derive

estimates at constant prices.

3.2  Fishing

The estimates of fish products are obtained from the data sources of MOAC. Production of
both, ponds fishes and catch of natural rivers are included in the estimation. Based on small
scale studies conducted by CBS in 2003, information on the cost structure of fish farming is
incorporated for estimating gross value added. The change in the quantity of fish products
over the years is used as volume extrapolator for the estimates of GVA at constant prices.

3.3 Mining and Quarrying

The estimates of output of the mining products are based on the administrative records
provided by Department of Mining and Geology. The total volume of mining products is
relatively small. The input structure of the mining activities is also taken from the records of
Department of Mining. Information on quarrying activities is derived from the share of

quarrying products in construction. The cost composition of the construction activities by
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type is obtained from the benchmark survey on construction composition 2005. A study on
quarrying activities conducted in 2005 provides the input output structure of quarrying
activities. The estimates of value added at constant prices for this group is derived using the
ratio method (composition of construction cost) where as current price estimates of

construction GVA is simply inflated by the price index of construction materials.

3.4 Manufacturing
The estimates of manufacturing activities is grouped into three major groups- a. modern
manufacturing b. small scale manufacturing and, c. unincorporated manufacturing. Each
group comprises establishment and activities classified as per Nepal Standard Industrial
Classification (NSIC).

The estimates of modern manufacturing are based on the data provided by census of
manufacturing establishments 2002. The level of output, input and other transactions are
moved forward and backward for other years. Manufacturing production and price indices
prepared annually by the CBS are used to estimate GVA at current and constant prices. Small
scale manufacturing is a group of manufacturing establishments having one to nine
employees. The estimates of gross value added and other transactions are moved using
manufacturing production and price indices assuming constant pattern of inputs and outputs.
The benchmark figure is moved using manufacturing indices for other years ahead. To arrive

at current price estimates, manufacturing price index is used as an inflator.

The estimates of unincorporated manufacturing activities are based on Nepal Living Standard
Measurement Survey (NLSS) 2004. The benchmark estimate is moved for other years’ using
the ratio of households having manufacturing establishments. Manufacturing production price

index is used at disaggregate level (NSIC group) for estimating GVA at current prices.

3.5  Electricity gas and water

Output, input, value added, capital formation and other aggregates generated in the electricity
generation activities are obtained from the financial statements of Nepal Electricity Authority
and other private electricity corporations. For small scale electricity units (micro- hydro), a

benchmark survey was conducted to estimate the level of their transactions. GVA and other
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NA aggregates are obtained from the processing of financial statements and deflated them by

electricity index to arrive at constant price estimates.

To cover the bio-gas activities, a survey was conducted of households having gobar (bio-gas)
gas plants. This survey provides detail information on output, input, and capital formation.
The benchmark estimates are carried forward using the number of plants supplemented each
year. The estimates for the water supply activities are obtained analyzing the financial
statements of Nepal Drinking Water and Sewage Corporation. The supply of water produced
by government is added to come up with total production of water. The volume of total water
supplied over the years is used as a volume extrapolator and price index is used as price

deflator for the estimates at constant prices.

3.6 Construction

Construction activities are grouped into two major categories: Pakky (concrete) construction
and Kachhy (Non-concrete) construction. The estimates of the output for Pakky construction
activities are derived using the total supply of construction materials e.g. domestic production
and imports. For Kachhy construction, different indicators- length of earthen roads,
expenditure on household construction are used. For the estimates of GVA and other NA
aggregates, results of benchmark study on the cost composition of construction activities
(2005) is used as a mark up. The current price estimate is obtained using price and volume

indices of construction.

3.7  Trade

The estimates of output for trading activities are derived using a benchmark study of trade
margins, 2003. Trading output is estimated using these markups at disaggregated level of
NSIC three digit level for domestic production of agricultural and manufactured
commodities, and harmonized commodity classification system at four digit level for
imported goods. The volume of tradable goods for domestic production is estimated using
NLSS Il data. The input structure for trading activities is obtained from the same study on
trade margin, 2003. The constant price estimate for trade activities is obtained deflating the
current price estimates by the respective components of wholesale price index (WPI)

compiled by Nepal Rastra Bank.

14



National Accounts of Nepal 2000 -2007

3.8 Hotels and Restaurants

The activities of Hotels and Restaurants are grouped into two major groups — hotels and
restaurants. Hotels of different types and levels such as star and non star rated are included in
the estimation of GVA and other NA aggregates. For five star and four star hotels, individual
financial statements are processed and used in the estimates. For other category of hotels,
estimates are based on the survey on Hotels and Lodges, 2003. Number of tourist arrival is
used as an indicator and volume extrapolator. For restaurant category, survey on restaurants
2005 is used for benchmark estimates. Similarly, the estimate for unincorporated restaurant
activities is derived processing the data from NLSS Il survey. The constant price estimates
for hotels and restaurant activities are obtained deflating current price value by the relevant

component of CPI - restaurant meals.

3.9  Transport Communication and Storage

Three major types of transport activities currently under operation in Nepal are land transport,
air transport, and supporting transport activities. The activities of land transport are further
grouped into two categories- mechanized transport and non-mechanized transport.
Mechanized transport comprises a variety of carriers — bus/ minibus, tempo, microbus,
Jeep/taxi, tourist vehicle, tractor, truck, tanker. Similarly, non-mechanized transport includes
riksha, push cart, cart etc. Survey on mechanized land transport covering all types of
transportation means was conducted in 2005. The survey provides detail information on
output, input and capital formation for the year 2005. The benchmark value is moved using
number of vehicles operated each year for obtaining estimates for other years. A survey was
conducted by CBS in 2003 to get benchmark estimates for non-mechanized land transport

activities.

Air transport
The estimates of GVA and other aggregates of air transport activities are obtained from the
financial statements of air transport activities and processed for national accounting purposes.

For constant price estimates, current values are deflated by the transport component of CPI.

! Information on the total cumulative number of vehicles available from Department of Transport is used to estimate the
number of vehicles in operation using the survey information on the lifetime of transport vehicles by types. On the basis of
the data on lifetime of vehicles, number of vehicles not in operation is estimated and deducted each year from the total
number to arrive at the number of vehicles that are in operation.
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Supporting transport activities

Supporting transport activities include a variety of activities related to transport of passenger
or freight via different mode of transport. Activities of travel agencies, rafting operations,
tour operators, tourist assistance activities, forwarding of freight etc. are included in this

group.

The benchmark estimates of GVA and other aggregates of supporting transport activities are
based on the recent survey on travel and trekking agencies, and the estimates of rafting
agencies activities are based on the survey conducted by CBS in 2004. The survey provided
details on output, input, capital formation and other aggregates. Number of tourist arrival is
used as volume indicator for estimating GVA and other aggregates at constant prices.
Transport component of CPI is used as an inflator for the estimates at current prices. Survey
on freight services 2004 provided benchmark for the estimates of GVA and other NA
aggregates. The total quantity of goods transported during the year is used as an indicator for

moving the benchmark value forward and backward assuming constant input output structure.

Communication

This industry covers the activities of telecommunications, postal services and courier
services. Financial statement of Nepal Tele Com Authority and other private
telecommunication corporations allows for the calculation of output, intermediate
consumption, GVA and capital formation at current prices. Constant price measures are
obtained by deflating the current value by the selected price index of communication
component of CPl. Telecommunication activities operated by private business (PCOs) are
captured conducting a survey on private telecommunication activities in 2004. The survey
provided detail information on the estimates of input, output and capital formation. The

estimates are moved using the number of landline telephone number as volume indicator.

The estimates of output and intermediate consumption of postal service activities are obtained
directly from the government accounts in case of postal activities operated by government
and for private postal service activities; a survey was conducted to cover the activities of
private courier services in 2004 to get benchmark estimates on GVA and other NA

aggregates.
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Storage

Storage activity includes the operation of storage facilities for all kinds of goods. The gross
value added and other aggregates are derived from the financial statement of Nepal Transit
and Warehouse Company. To get the estimates on GVA and other aggregates for other
private storage and warehouse companies, data from the study of Storage and Warehouse
2005 is utilized. The total commodity flow (volume) is used as an indicator /extrapolator to

compute GVA and other aggregates for other years.

3.10 Financial Intermediation

This activity includes a range of financial transactions operated by financial institutions.
Activities of financial institutions are grouped into five major categories- central banking,
monetary institutions, financial leasing, credit granting, insurance, and auxiliary to financial

intermediation.

The estimate of the activities of central bank is compiled from the detail financial statement
of the Nepal Rastra Bank. The transactions of the commercial banks, development banks,
finance companies and other credit granting agencies compiled by Nepal Rastra Bank are
utilized and reclassified these transactions according to SNA classifications for deriving
GVA and other NA estimates. In addition, financial statements of the respective agencies are
also processed and analyzed to get more information required for preparing the accounts. The
estimation of GVA and other related aggregates for insurance activities, financial statements
of insurance companies are utilized. Similarly, activities of auxiliary to financial
intermediation- Nepal Stock exchange, security brokers, and money changers are compiled
using their records and financial statements. To arrive at the estimates at constant prices,
adjusted wage index of the financial sector’s employees is used as a deflator.

3.11 Real estate renting and business activities

This activity includes buying and selling, renting and operating of self-owned or leased real
estate activities. Also included are development and sale of land, apartments, hotels and
residential buildings, machinery equipments of different types, personal and household

goods.
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Real estate

Real estate activities are grouped into three major types- organized real estate, Rural Housing
Company, real estate companies and land developer companies. To cover the activities of
organized real estate, a benchmark survey was conducted by CBS in 2005. Based on this
survey, data on output, input and other transactions are obtained for the year 2004/05. The
benchmark estimates are moved backward and forward using the number of real estate
agencies involved in the production of real estate services. To arrive at the current price
estimates, volume of transaction is inflated using housing component of CPI. Since real estate

services are mainly concentrated in housing activities.

Renting Services

Renting services include renting of a range of machinery, equipment personal and household
goods. The estimates of renting activities are based on the benchmark survey on Renting
Activities in 2004. The survey provides detail information on output, input, and capital
formation etc. for the benchmark year 2004/05. The benchmark estimates are used as a level
and shifted back and forth using number of renting business activities for other years’ to get
the estimates of GVA and other NA aggregates. The estimates at current price are derived
using house rent component of CPI as an inflator. For the estimates of rental of personal and
household goods, the NLSS Il survey result is used for deriving the value of renting of

machinery/equipment at household level.

To cover the activities of the rental of owner occupied dwellings. Nepal Living Standard
Measurement Survey 2004 provides information on the total value of rental (output) from
owner occupied dwellings and maintenance cost (input) of such dwellings is estimated from
the NLSS data sources. To get estimates for other years, the benchmark value derived from
the survey is extrapolated using the household growth rates. The housing component of CPI

is used for the estimates of GVA at current prices.

Business services
This class includes a range of business service activities- computer and related activities,
research companies, legal service activities, cooperative activities, auditing and tax

consultancy, advertising agencies, employment agencies, security services, and photographic
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activities. Benchmark survey 2004/05 is the major data source for estimating NA estimates
for these categories. Survey on legal service activities, accounting and cooperative services,
auditing services, advertising services, labor requirement agencies and computer services
were carried out for getting information on output intermediate consumption, compensation
of employees, financial transactions, capital formation etc. Using these information,
benchmark estimates are made for all these business service activities. The value derived
from the surveys are moved back and forth using the indicators- changes in the number of
establishments engaged in the production of such business services. To estimate NA
aggregates at current prices, the estimated volume is inflated using the applicable components

of CPI (adjusted CPI; services part).

3.12  Public Administration and Defense
Included in this class is a range of government services- executive, legislative and judiciary.
Government bodies directly dependent on the head of state and parliament together with all

other government bodies, ministries and departments are included in this group.

The source of data for the compilation of NA aggregates at central government level, is the
Financial Comptroller Generals Office (FCGO) / Ministry of Finance (MOF). FCGO/ MOF
has compiled data grouping it into some functional category?. Output, intermediate
consumption, capital formation etc. are derived by utilizing the information reported by
FCGO. The valuation of these estimates is based on the principle of the valuation of non-
market goods and services as recommended by the system of national accounts (SNA). To
make the estimates compatible with the SNA recommendations, government expenditure data
are reclassified and presented in a compatible format. However, detail accounts could not be
prepared because of the absence of standard in the classification of basic government

financial data.

3.13  Education
This division includes all types and levels of education services provided by the government,

corporations and non-profit institutions. Government accounts provide information on the

2 Classification used by FCGO/ MOF does not correspond to the international classification system, Classification of the
Functions of Government (COFOG)- United Nations as recommended by SNA 1993.
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expenditure details for different level and types of education service activities of the
government. For private education service activities, a benchmark survey covering all types
of private education activities was conducted in 2005. The survey provides detail information
on the output, intermediate consumption, capital formation, taxes, and financial transactions
of the private education institutions. Similarly, education services provided by non-profit
institutions are included using the information collected under the survey of NGOs and
INGOs 2002. The volume of transactions obtained from the surveys is extrapolated using the
number of students enrolled in different level of educational institutions to get estimates for
other years. To arrive at the constant price estimates, education component of CPI is used as a
deflator.

3.14 Health

Health services are provided by two main institutional sectors:- government and business.
The estimates for the government sector are obtained from the government accounts. The
estimates of private business sector health activities are based on the data collected from the
survey on private hospital activities 2003 and survey on private clinics and health services
2005. These surveys provide detail information on output, input, capital formation,
compensation of employees etc. The benchmark figures are moved to get estimates for other
years using the number of beds and number of establishment for big hospitals and clinics
respectively. Activities of Non-profit institutions on health services are covered using the
information of the survey on non-profit institutions, 2002. The component of CPI i.e. medical

and personal care is used as a deflator to arrive at the estimates at constant price.

3.15  Other community, social and personal service activities

Included in this group are a range of services provided by different establishments/ industries.
The estimates of the services of the general government that are under the community, social,
and personal service sector are derived from the financial statements of general government
and for private sector services, estimates prepared are based on from the benchmark surveys
(CBS 2004 and 2005) on motion picture production, motion picture projections, radio and TV
activities, washing and dry cleaning, and hair dressing and other beauty treatment. The

benchmark estimates are moved back and forth for other years using the number of those
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related establishments. The current price estimates of these activities are derived inflating the

volume by services component of CPI.

To cover the activities at local government level, data are compiled separately for local
government bodies — Village Development Committee (VDCs), District Development
Committee (DDCs), and Municipalities. Data on the transactions of VDCs and DDCs are
collected annually administering some pre-designed questionnaire in a sample basis. This
information is processed and used in the compilation of NA aggregates from these local
government bodies. In case of municipalities, the report prepared by Urban Development
through Local Efforts (UDLE), Ministry of Local development is utilized to get information
on the transactions such as output, intermediate consumption, taxes, capital formation etc. For

constant price estimates, wage index of the government employees is used as a deflator.

4. Institutional Units and Sectors — Data Sources and Estimation
Methods

An institutional unit is defined in the system as an economic entity that is capable, in its own
right, of owning assets, incurring liabilities and engaging in economic activities and in
transactions with other entities. The institutional units that make up the total economy are

grouped into five mutually exclusive institutional sectors:

The non-financial corporation sector
The financial corporation sector
The government sector

The household sector

SAREEI I

The non-profit institutions serving household sector

4.1 The non-financial corporation sector

All resident non-financial corporations and quasi corporations are included in this category.
Non-financial corporations are further divided into public and private non-financial
corporations. The principal activity of non-financial corporations is the production of goods
or non-financial services. The estimates of non-financial corporations are obtained by cross

classifying the transaction by economic activities and institutional units. While compiling
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national accounts aggregates at industry level, transactions are identified at the same time
also at institutional sector level. Hence, a cross tabulation of the transaction by economic
activities and by institutional sectors is prepared for compilation purposes. Since the
preparation of estimates at institutional sector level requires data in greater detail, NA
aggregates are mainly based on the benchmark surveys conducted in the years 2004 and
2005.

4.2  The financial corporation sector

The financial corporations sector consists of all resident corporations or quasi corporations
principally engaged in financial intermediation or auxiliary financial activities related to
financial intermediation. For the estimates of gross value added and other aggregates,
financial sector is further divided into sub-sectors- the central bank, other depository
corporations, other financial intermediaries except insurance and pension funds, financial
auxiliaries, insurance companies, and pension funds. National accounts aggregates are
estimated utilizing the financial statistics compiled by the Nepal Rastra Bank and also

processing the financial statements of the respective institutions.

4.3  The general government sector

Government units may be described as unique kinds of legal entities established by political
processes, which have legislative, judicial, and executive authority. The activities of
government units are grouped into two levels- central government and local government. The
transaction of central government is derived from the government accounts. Central
government expenditures are reclassified and regrouped to derive estimates by main

functional categories.

To get national accounts estimates at local government level, data are compiled separately for
local government bodies — Village Development Committee (VDCs), District Development
Committee (DDCs), and Municipalities. Data on the transactions of VDCs and DDCs are
collected annually administering some pre-designed questionnaire in a sample basis. This
information is processed and used in the compilation of NA aggregates for these local

government bodies. In case of municipalities, the report prepared by Urban Development
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Through Local Efforts (UDLE), Ministry of Local development is utilized to get information

on the transactions — output, intermediate consumption, taxes, capital formation etc.

4.4  The household sector

The household sector is defined as ‘group of persons who share the same living
accommodation, who pool some or all, of their income and wealth and consume certain types
of goods and services collectively, mainly housing and food” SNA para. 4.132. The household
sector engages in production activities that are directly controlled and owned by the members
of households, either individually or in partnership with others. Producer units within the

household sector are all unincorporated enterprises.

The main data source for NA estimates at household sector level is the Nepal Living Standard
Measurement Survey (NLSS 2004). Unincorporated household activities (non-agriculture)
are identified using the criteria of not registered and without hired labor and grouped them
into NSIC two digit level for estimating output, input and compensation of employees. For
the estimates of agricultural activities, the value of output is estimated using the production
data supplied by MOAC and DOA. Information on price and cost of production is also
available from different departments- Department of livestock, Department of Horticulture,
Department of Agriculture/ Marketing Development Directorate, District Agriculture Offices,
Fish Development Centre, and Department of Forest. Producers of services for own final use-
services of owner-occupied dwellings are estimated using NLSS survey data.

4.5  The non-profit institutions serving households sector (NPISH)

Non-profit institutions are legal or social entities created for the purpose of producing goods
or services with non-profit motives. By virtue, these institutions are not permitted to generate
operating surplus. The estimates of transactions of NPISHs are based on the survey on NGOs
and INGOs (CBS 2002). The survey result provides information on economic transactions —
output, input capital formation and compensation of employees. The number of NGOs is used
as an extrapolator to get the estimates for other years. Since NPISHs operate non-market
transactions like the government, estimates are inflated by the same wage index (public sector
wage index) that is used for government services to derive estimates at current prices. The

national accounts estimates from NPISHs are merged into the household sector, since it does
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not permit to prepare separate accounts because of the insufficiency and irregularity of input

data required for the compilation.

4.6  The rest of the world

The rest of the world consists of all non-resident institutional units that enter into transactions
with resident units, or have other economic links with resident units. The rest of the world
account is compiled using balance of payment (BOP) statistics as published by Nepal Rastra
Bank. The BOP data is reclassified and used in the compilation of the activities of the rest of
the world. Since there is complete concurrence between the 1993 SNA and BOP -V, the
relevant portion of the BOP data, e.g., factor income, current transfers, exports and imports of
goods and services are received and used in the compilation of NA estimates of GNI, GNDI,
GNS etc.

5. GDP by Expenditure
The estimates of GDP at current and constant prices are prepared for the period 2000/01-
2005/06. The compilation is based on the general identity model;
Y = Cyg+Cptlg+lp+(X-M)
Where, Cy =Government Consumption; C, =Private Consumption; l; =Government

Investment; 1, =Private Investment; X= Export; M =Import.

5.1  Personal Consumption Expenditure (PCE)
Personal Consumption Expenditure (PCE) refers to the final consumption expenditure of
households in the domestic market including the final consumption expenditure of resident
households abroad less the final consumption expenditure in the domestic market of non-
resident households. It covers;
e final consumption expenditure of resident household including those temporarily
stationed abroad
e expenditure of non-resident households in Nepal is excluded
e the final consumption expenditure of non-profit institutions serving households
valued in terms of operating expenses is included under PCE.
e goods and services received as income in kind

e commodities purchased on credit

24



National Accounts of Nepal 2000 -2007

e goods and services produced on own account
The level and structure of private consumption is estimated using the household consumption
data of the Nepal Living Standard Survey Il. Private consumption expenditure is grouped into
three major categories — food consumption, non-food consumption, and services. Similarly,
consumption expenditure of nonprofit institutions households is estimated using the data
from the survey on NGOs and INGOs, 2000. Net consumption expenditure of nonresidents
and of residents abroad is estimated using the balance of payments statistics compiled by

Nepal Rastra Bank.

To estimate private consumption at aggregate level a simple macroeconomic model is
developed as;
C =f(GNDI)
Or; C=a+ b(GNDI)
Where C= Household consumption GNDI( Gross national disposable income) = GDP +net

factor income + net current transfers — tax on income

Estimates thus obtained from this procedure are inflated by Consumer Price Index (CPI) to
get estimates of PCE at current prices. Actual final consumption expenditure of H/H is
derived as- Final consumption expenditure of H/H +individual consumption expenditure of

the government +consumption expenditure of NPISH.

5.2  Consumption Expenditure of General Government
The general government sector consists mainly of central and local government units. In
addition, it also includes non-profit institutions serving government (Non-profit Institutions
Serving Government, NPISG is engaged in non-market production that are controlled and
financed mainly by government units). The consumption expenditure of general government
includes;
e Individual final consumption expenditure of government less sales- this includes the
value of individual goods and services which are produced by the government sector
and distributed free to individuals such as education, health, social security and

welfare, sports and recreation, culture, transport etc.
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Collective final consumption expenditure of government- this is equal to the non-
market government output (not for sale) less individual final consumption expenditure

of government.

Activities of the government are grouped into four major groups-

1. Public administration and defense
2. Education

3. Health and social welfare

4

Other services

Data required for the estimation of government final consumption expenditure is derived

from

Financial Controller General’s Office (FCGO) for central government expenditure by
current and capital expenditure types.

For the estimation of consumption expenditure of NPISG, expenditure details of
respective agencies are classified and analyzed NPISG are identified

For local government, consumption expenditure of VDC’s are classified and
estimated using sample data collected by CBS/NAD.

For the estimation of consumption expenditure of DDC’s, income and expenditure
data collected by CBS are utilized.

For the estimation of consumption expenditure of municipalities, their financial

statements as compiled by UDLE are used.

Since there is no tax on output of the government final consumption equals to the non-market

output of the government sector.

Non-market output is the sum of -

Compensation of employees
Intermediate consumption
Consumption of fixed capital

Other taxes on production

Government final consumption expenditure = Total government output-goods and services

sold on the market +goods and services purchased to be provided for free to the population.
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Estimates of consumption of fixed capital (CFC) are not available. It is assumed that CFC is
included in intermediate consumption. Because of the unavailability of data by Classification
of Functions of Government (COFOG) category, estimates of government consumption by
COFOG group could not be prepared.

5.3  Consumption Expenditure of Non-profit Institutions Serving Households (NPISH)
Since NPISHs are the producers of the non-market services, consumption of NPISH are
defined alike the consumption of the general government sector. So
Output of NPISH equals
-compensation of employees
-intermediate consumption
-other taxes on production
Therefore, consumption of NPISH = Total output minus output sold.
NPISH do not pay product taxes on their output, thus equals output (non market).
The activities of NPISH of all types fall under the scope of NPISH
e Research and scientific services
e Education services
e Health services
e Welfare services
e Recreational, cultural and related services
e Religious services
e Services of professional and labor organizations and civic associations

e Miscellaneous services not elsewhere classified.

Benchmark estimate for the level of consumption of NPISH is derived from the survey on
NPISH 2002. Based on the survey data, ratio estimate is made for other years using the
number of NPISH as an extrapolator. For the estimate of consumption of NPISH at constant
prices, wage index of employees is used. The estimates of consumption of NPISH at
necessary details are not possible due to deficiency and irregularity of data. Therefore, the
estimate is lumped into household consumption. Since data are not available on regular basis,

benchmark estimates are extrapolated using the number of NPISHs.
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54  Gross Capital Formation

Gross Capital Formation is measured by the total value of the gross fixed capital formation
and change in inventory. All types of construction; pakky and kachhy (concrete and non-
concrete) are covered in the estimates. For the estimates of machinery and equipment value,
imports of machinery and equipment and domestic production are used. Private CFCF is
estimated residually after deducting government GFCF compiled from government financial
statements. For the estimates of the total value of construction, the value of the supply of total
construction materials are derived from the foreign trade statistics , Department of Customs
and the value of construction materials that is produced within the country through the survey
on the production of manufacturing commaodities (Manufacturing production and price index)
compiled by CBS. For the estimates of capital formation from Kachhy (hon-concrete)
construction, NLSS Survey data for own account household construction and length of
Kachhy road construction data are used. Similarly, the value of livestock, cultivated trees is
estimated using the data provided by the Ministry of Agriculture and Co-operatives. The
estimate of valuables is obtained by processing the NLSS survey data. The value of software
is estimated using the expenditure reported by establishments/industries in benchmark
surveys and annual estimates of intangible assets /computer software is derived using the
growth rate of corporate sector value added. The estimates of changes in stocks is derived

residually, i.e. Supply (production)- Use (Expenditure).

The estimate of GFCF at activity level is not possible because of data lag. GFCF by
industries can not be estimated. Likewise, estimates of GFCF at institutional sector level are
also not possible due to data deficiency. Therefore, commodity flow method is adopted to
estimate GFCF at only aggregate level. Similarly independent estimates of change in stock
could not be made because of the deficiency of data.

5.5  Exports and imports of Goods and Services
Exports of goods and services consist of sales, barter, or gifts or grants, of goods and services
from resident to non-residents, while imports consist of purchases, barter or receipts of gifts

or grants, of goods and services by resident from non-residents.

Department of Customs provides data on exports and imports of goods that is compiled

according to ASYCUDA concepts following Harmonized System (HS) classification. The
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valuation of exports as in the Custom’s data is based on exports in FOB and imports in CIF
value. Nepal Rastra Bank publishes BOP data using latest version of BOP manual ( BOP
manual -V), valued exports and imports at FOB price. Hence, the adjusted data compiled by
NRB is used in national accounts to harmonize the concepts of BOP and SNA as
recommended by 1993 SNA. The value of exports and imports of goods is compiled and
presented by HS major groups and indices of export and import prices based on the year

2000/01 are also constructed.®

6. Other Macro Economic Aggregates

6.1  Gross National Income (GNI)

Gross national income is estimated by net additions of primary incomes (payable to the rest
of the world (ROW) and primary income receivable) to GDP from non-resident units. In
other words, GNI is equal to GDP less compensation of employees, property income, taxes
on production paid to the ROW and plus corresponding items received from ROW. The
estimates of net primary incomes are based on the BOP data as compiled by Nepal Rastra
Bank.

6.2  Gross National Disposal Income (GNDI)

Gross national disposable income is equal to GNI less current transfers payable to non
resident units, plus current transfers receivable from the units of the rest of the world. GNDI
measures the income available to the nation for final consumption and gross saving. The
estimate of GNDI is based on estimates of GDP and the BOP data available from the Nepal
Rastra Bank.

6.3  Gross National Saving
Saving is derived as balancing item subtracting final consumption expenditure from the
disposable income. Saving represents that part of disposable income that is not spent on final

consumption of goods and services.

3 Methodological notes on the construction of export and import indices is given in Box....
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Part (B)

Summary of Results

The summary of results of the national accounts estimates of Nepal for the years 2000/01 to

2006/07 is presented as follows.

Estimates of gross domestic product by economic activities and by institutional sectors at
current and constant prices, gross national income, disposable income, per capita income,
capital formation, consumption, saving etc. are presented following the concepts and
definitions of international System of National Accounts 1993 (SNA, 1993).* The estimates
are prepared for the year 2006/07 as preliminary, 2005/06 as revised and final for the year
2004/05. The new series is rebased and benchmarked for the year 2000/01 as base year.

7.1  Gross Output by Industrial Division

The estimates of gross output by major industrial divisions for the period 2000-01 to 2006-07
are given in Table 1. The total value of output at current basic prices is estimated to be Rs.
1,110,792 millions in the year 2006/07. Among the industries, Agriculture and Forestry
shares the highest level of gross output Rs. 300,334 millions followed by manufacturing and

trade.

7.2 Intermediate Consumption by Industrial Division

Table 2 shows the value of intermediate consumption by industrial divisions. Intermediate
consumption is estimated at purchasers’ price. The value of intermediate consumption for the
year 2005/06 is estimated at Rs. 421,331 millions.

* System of National Accounts 1993 — ECC, IMF, OECD, UN, WB, 1993
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Fig. 1. Composition of GVA by Industries
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7.3 Gross Value Added by Industrial Division

The estimates of gross value added at current basic prices by major industrial divisions are
presented. The total value of GVA is estimated at Rs 691,562 millions and GDP at producers’
prices turns out to be 719,477 millions in the year 2006/07.
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Gross Output Intermediate Consumption and Gross Value Added by Institutional

1.4
Sectors at current prices

The estimates of gross
output intermediate
consumption and value
added by institutional
sector; financial
corporations, non-financial
corporation, government
and households are

presented. The share of

Fig. 2 : Composition of GDP by
Institutional Sectors 2005-06

3%

..
\

5%

50%

household sector on total

E Financial corporations
O Governemnt

H Household

ONon-financial corporations

GVA is found to be highest followed by non-financial, government and financial sectors. The

estimates of GVA from non-profit institutions serving households are included in the

estimates of GVA of the household sector.

The household sector holds the highest share (50 percent) among the institutional sectors

followed by non-financial sector (42 percent), government (5 percent) and financial

corporation (3 percent)

75
The of GDP by
expenditure category at current

estimates

price are presented. The value of
total consumption is estimated to be
Rs. 652,170 millions for the year
2006/07. Out of total consumption,
Rs. 62,793 millions is consumed by
government sector and Rs. 576,914
millions by the private sector. The
actual final consumption
expenditure of the household turns

out to be Rs. 611,146 millions.

Gross Domestic Product by Expenditure Category at Current Prices

/

&

Rs. millions at current prices

Fig. 3: GDP by Expenditure Category
(at current price)

1000000

800000

600000

400000

200000

04

‘()'\
&
-20000C i

"

O Net exports of goods and services
B Gross capital formation
O Total consumption

32




National Accounts of Nepal 2000 -2007

The value of gross capital formation is estimated to be Rs. 182,384 millions for the year

2006/07. Out of total

gross capital formation, 4

the value of gross fixed
capital formation (GFCF)
is estimated to be Rs.
146,198 millions and Rs.
36,186 millions as a

Rs. millions

change in stock. Out of
total value of GFCF, Rs.
19039 millions is

N
Fig. 4 : Composition of consumption
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millions rupees by the private sector.

The value of net exports of goods and services is estimated to be Rs. — 115078 millions in the

year 2006/07. The gap in the value of exports and imports is found to be widened over the

years 2000/01 to 2006/07.

7.6 Gross Domestic Product by Expenditure Category at Constant Prices

The estimates of GDP by
expenditure  category  at
constant prices are presented
in Table 6. The estimates of
government  consumption,
private consumption, gross
fixed capital  formation,
change in stocks, exports of
goods and services are
presented in constant
(2000/01) prices.
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7.7 Gross National
Disposable Income and
Saving

The estimates of

compensation of employees,

operating surplus/mixed
income,  gross  national
income, national disposable
income, gross  domestic
saving and gross national
saving is estimated at current

and constant prices

The value of gross national
disposable income is
estimated to be Rs. 857,619
millions in the year 2006/07.
The level of gross national
saving is estimated to be Rs.
205,449 millions and a
surplus (lending) of Rs.
23,065 millions during the

Same year.

National Accounts of Nepal 2000 -2007

Fig. 6 : Foreign Trade Composition
100% -
90% A
80% -
70% A
S 60% -
8
o 50% | =
°
& 40% -
30%
20%
10% {— -
0% ; ; ; ; ; ;
2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07
Year
O Imports @ Exports
Fig. 7 : Consumption and Saving
800000
700000 I I:
600000 I —
@ 500000 1 . .
o
S
T 400000
g
@

300000

200000

100000 -

0

2000/01

2001/02 2002/03 2003/04
Year

2004/05 2005/06 2006/07

d O Final consumption expenditure

H National Saving, Gross

Y

34



National Accounts of Nepal 2000 -2007

7.8 Macroeconomic Vs ~
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(1000 - ' . R
Nominaland RealPercapita GDP Growth

Percentage

0.00
2001/02 2002/03 2003/04 2004705 2005/06 2006/07
-2.00 ~

Year

\_ /
nsfers (Rs.133,698 millions) has positive impact on gross national disposable income. As a

result, the level of gross national saving has shown an increasing trend over the years. The
share of exports over GDP is found much smaller as compared to the share over imports. It is
estimated 14.06 percent and 24.47 percent for exports and imports respectively.
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Glossary of Terms

Accrual accounting records flows at the time economic value is created,
transformed, exchanged, transferred or extinguished, so flows which imply a change
of ownership are entered when ownership passes, services are recorded when
provided, output at the time products are created and intermediate consumption when
materials and supplies are being used.

Assets are entities that must be owned by some unit, or units, and from which
economic benefits are derived by their owner(s) by holding or using them over a
period of time.

The balance of payments is a statistical statement that systematically summarises, for
a specific time period, the economic transactions of an economy with the rest of the
world.

The balance of primary incomes is the total value of the primary incomes receivable
by an institutional unit or sector less the total of the primary incomes payable.

A balance sheet is a statement, drawn up at a particular point in time, of the values of
assets owned by an institutional unit or sector and of the financial claims - liabilities -
against the owner of those assets.

A balancing item is an accounting construct obtained by subtracting the total value of
the entries on the left-hand side of an account from the total value for the right-hand
side (i.e. resources less uses, or liabilities less assets).

Barter transactions involve two parties, with one party providing a good, service or
asset other than cash to the other in return for a good, service or asset other than cash.

The period that provides the weights for an index is described as the base period.

The basic price is the amount receivable by the producer from the purchaser for a
unit of a good or service produced as output minus any tax payable, and plus any
subsidy receivable, on that unit as a consequence of its production or sale; it excludes
any transport charges invoiced separately by the producer.

Gross capital stock is the value of all fixed assets still in use when a balance sheet is
drawn up, at the actual or estimated current purchasers’ prices for new assets of the
same type, irrespective of the age of the assets.

A central bank is the public financial corporation which is a monetary authority: that
is, which issues banknotes and sometimes coins and may hold all or part of the
international reserves of the country.

Central government is the body whose political authority extends over the entire
territory of the country and which has the authority to impose taxes on all resident
and non-resident units engaged in economic activities within the country.

The Central Product Classification (CPC) is a classification based on the physical
characteristics of goods or on the nature of the services rendered.
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An institutional unit is said to have a centre of economic interest within a country
when there exists some location within the economic territory of the country on, or
from, which it engages, and intends to continue to engage, in economic activities and
transactions on a significant scale, either indefinitely or over a finite but long period
of time.

The change in real national net worth is the sum of changes in net worth of all
resident institutional sectors less the neutral holding gains/losses (that is, in
proportion to the general price level); it is also equal to the sum of saving and capital
transfers, other changes in volume of assets and real holding gains or losses.

Changes in inventories (including work-in-progress) are measured by the value of the
entries into inventories less the value of withdrawals and the value of any recurrent
losses of goods held in inventories.

The c.i.f. (i.e. cost, insurance and freight price) is the price of a good delivered at
the frontier of the importing country, or the price of a service delivered to a resident,
before the payment of any import duties or other taxes on imports or trade and
transport margins within the country.

The classification of individual consumption by purpose (COICOP) is a classification
used to identify the objectives of both individual consumption expenditure and actual
individual consumption.

The classification of outlays of producers by purpose (COPP) is a classification used
to identify the purposes of expenditures by producers (i.e. intermediate consumption,
compensation of employees, other taxes less subsidies on production, consumption of
fixed capital and gross fixed capital formation).

The classification of the functions of government (COFOG) is a classification used to
identify the socio-economic objectives of current transactions, capital outlays and
acquisition of financial assets by general government and its sub-sectors.

The classification of the purposes of non-profit institutions (COPNI) is a
classification used to identify the socio-economic objectives of current transactions,
capital outlays and acquisition of financial assets by non-profit institutions serving
households.

Consumer durables are durable goods acquired by households for final consumption
(i.e. those that are not used by households as stores of value or by unincorporated
enterprises owned by households for purposes of production); they may be used for
purposes of consumption repeatedly or continuously over a period of a year or more.

Consumption is an activity in which institutional units use up goods or services;
consumption can be either intermediate or final.

A consumption good or service is one that is used (without further transformation in
production) by households, NPISHs or government units for the direct satisfaction of
individual needs or wants or the collective needs of members of the community.

Consumption of fixed capital represents the reduction in the value of the fixed assets
used in production during the accounting period resulting from physical deterioration,
normal obsolescence or normal accidental damage.

COPNI (classification of the purposes of non-profit institutions) is a classification

used to identify the socio-economic objectives of current transactions, capital outlays
and acquisition of financial assets by non-profit institutions serving households.
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COPP (classification of outlays of producers by purpose) is a classification used to
identify the purposes of expenditures by producers (i.e. intermediate consumption,
compensation of employees, other taxes less subsidies on production, consumption of
fixed capital and gross fixed capital formation).

A corporation is a legal entity, created for the purpose of producing goods or services
for the market, that may be a source of profit or other financial gain to its owner(s); it
is collectively owned by shareholders who have the authority to appoint directors
responsible for its general management.

The CPC (Central Product Classification) is a classification based on the physical
characteristics of goods or on the nature of the services rendered.

Current accounts record the production of goods and services, the generation of
incomes by production, the subsequent distribution and redistribution of incomes
among institutional units, and the use of incomes for purposes of consumption or
saving.

Current transfers consist of all transfers that are not transfers of capital; they directly
affect the level of disposable income and should influence the consumption of goods
or services.

Disposable income is derived by adding to the balance of primary incomes all current
transfers, except social transfers in kind, receivable by a unit or sector and subtracting
all current transfers, except social transfers in kind, payable by that unit or sector.

Dividends are a form of property income to which shareholders become entitled as a
result of placing funds at the disposal of corporations.

Domestic output is output produced by resident enterprises.

Double deflation is a method whereby gross value added is measured at constant
prices by subtracting intermediate consumption at constant prices from output at
constant prices.

An institutional unit is said to have a centre of economic interest within a country
when there exists some location within the economic territory of the country on, or
from, which it engages, and intends to continue to engage, in economic activities and
transactions on a significant scale, either indefinitely or over a finite but long period
of time.

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

The economic territory of a country consists of the geographic territory administered
by a government within which persons, goods, and capital circulate freely.

The economic territory of an international organisation consists of the territorial
enclave, or enclaves, over which it has jurisdiction; these consist of clearly
demarcated areas of land or structures which the international organisation owns or
rents and which it uses for the purposes for which the organisation was created by
formal agreement with the country, or countries, in which the enclave or enclaves are
physically located.

Economically active persons are persons engaged in production included within the
boundary of production of the SNA.
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Prices are said to be economically significant when they have a significant influence
on the amounts the producers are willing to supply and on the amounts purchasers
wish to buy.

An employee is a person who enters an agreement, which may be formal or informal,
with an enterprise to work for the enterprise in return for remuneration in cash or in
kind.

Exports of goods consist of exports of the following items from residents to non-
residents, generally with a change of ownership being involved: general merchandise,
goods for processing, repairs on goods, goods procured in foreign ports by domestic
carriers, and non-monetary gold.

Final consumption consists of goods and services used by individual households or
the community to satisfy their individual or collective needs or wants.

Government final consumption expenditure consists of expenditure, including
imputed expenditure, incurred by general government on both individual
consumption goods and services and collective consumption services.

Household final consumption expenditure consists of the expenditure, including
imputed expenditure, incurred by resident households on individual consumption
goods and services, including those sold at prices that are not economically
significant.

Final consumption expenditure of NPISHs consists of the expenditure, including
imputed expenditure, incurred by resident NPISHs on individual consumption goods
and services.

The financial account records the net acquisition of financial assets and net
incurrence of liabilities for all institutional sectors by type of financial asset.

Financial assets are assets in the form of financial claims, monetary gold, Special
Drawing Rights (SDRs) allocated by the International Monetary
Fund (IMF), shares in corporations, and certain of the instruments called derivatives.

The financial corporations sector consists of all resident corporations or quasi-
corporations principally engaged in financial intermediation or in auxiliary financial
activities which are closely related to financial intermediation.

Financial derivatives are financial instruments which are linked to a specific
financial instrument or indicator (foreign currencies, government bonds, share price
indices, interest rates, etc.) or to a particular commodity (gold, coffee, sugar, etc.).

Financial enterprises are enterprises that are principally engaged in financial
intermediation or in auxiliary financial activities which are closely related to financial
intermediation.

Financial intermediaries are units which incur liabilities on their own account on
financial markets by borrowing funds which they lend on different terms and
conditions to other institutional units.

Financial intermediation is a productive activity in which an institutional unit incurs

liabilities on its own account for the purpose of acquiring financial assets by
engaging in financial transactions on the market.
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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.

A financial lease is a contract between lessor and lessee whereby the lessor purchases
a good that is put at the disposal of the lessee and the lessee pays rentals that enable
the lessor, over the period of the contract, to cover all, or virtually all, costs, including
interest.

Financial transactions between institutional units and between institutional units and
the rest of the world cover all transactions involving change of ownership of financial
assets, including the creation and liquidation of financial claims.

First-in-first-out (FIFO) is an inventory valuation method based on the assumption
that goods are withdrawn from inventories in the same order as they entered.

Fisher’s Ideal price index is the geometric mean of the Laspeyres and Paasche price
indices.

Fisher’s ldeal volume index is the geometric mean of the Laspeyres and Paasche
volume indices.

FISIM (financial intermediation services indirectly measured) is an indirect measure
of the value of financial intermediation services provided but for which financial
institutions do not charge explicitly.

Fixed assets are tangible or intangible assets produced as outputs from processes of
production that are themselves used repeatedly or continuously in other processes of
production for more than one year.

The f.0.b. price (free on board price) is the c.i.f. price less the costs of transportation,
together with insurance charges, between the customs frontier of the exporting
(importing) country and that of the importing (exporting) country.

Foreign direct investment is the category of international investment that reflects the
objective of obtaining a lasting interest by a resident entity in one economy in an
enterprise resident in another economy; foreign direct investment is defined as
ownership of 10 per cent or more of the ordinary shares or voting power (for an
incorporated enterprise) or the equivalent (for an unincorporated enterprise).

Full-time equivalent employment is the number of full-time equivalent jobs, defined
as total hours worked divided by average annual hours worked in full-time jobs.

Functional classifications provide a means of classifying, by purpose or socio-
economic objective, certain transactions of producers and of three institutional
sectors - namely households, general government and non-profit institutions serving
households (NPISH)s.

Expenditure-based GDP is total final expenditures at purchasers’ prices, less the
f.0.b. value of imports of goods and services.

Income-based GDP is compensation of employees, plus taxes less subsidies on
production and imports, plus gross mixed income, plus gross operating surplus.

Output-based GDP is the sum of the gross values added of all resident producers at

producers’ prices, plus taxes less subsides on imports, plus all non-deductible VAT
(or similar taxes).

60



GDP at market prices

General government

GNI (gross national
income)

Goods

Government final
consumption
expenditure

Gross capital formation

Gross capital stock

Gross domestic product
- expenditure based

Gross domestic product

- income based

Gross domestic product
- output based

Gross domestic product
at market prices

Gross fixed capital
formation

Gross national
disposable income

Gross national income
(GNI)

National Accounts of Nepal 2000 -2007

GDP at market prices is the sum of the gross values added of all resident producers at
producers’ prices, plus taxes less subsides on imports, plus all non-deductible VAT
(or similar taxes).

The general government sector consists of the totality of institutional units which, in
addition to fulfilling their political responsibilities and their role of economic
regulation, produce principally non-market services (possibly goods) for individual or
collective consumption and redistribute income and wealth.

GNI (gross national income) is the aggregate value of the balances of gross primary
incomes for all sectors; (GNI is identical to gross national product (GNP) as hitherto
understood in national accounts generally).

Goods are physical objects for which a demand exists, over which ownership rights
can be established and whose ownership can be transferred from one institutional unit
to another by engaging in transactions on markets.

Government final consumption expenditure consists of expenditure, including
imputed expenditure, incurred by general government on both individual
consumption goods and services and collective consumption services.

Gross capital formation is measured by the total value of the gross fixed capital
formation, changes in inventories and acquisitions less disposals of valuables for a
unit or sector.

Gross capital stock is the value of all fixed assets still in use when a balance sheet is
drawn up, at the actual or estimated current purchasers’ prices for new assets of the
same type, irrespective of the age of the assets.

Expenditure-based gross domestic product is total final expenditures at purchasers’
prices, less the f.0.b. value of imports of goods and services.

Income-based gross domestic product is compensation of employees, plus taxes less
subsidies on production and imports, plus gross mixed income, plus gross operating
surplus.

Output-based gross domestic product is the sum of the gross values added of all
resident producers at producers’ prices, plus taxes less subsides on imports, plus all
non-deductible VAT (or similar taxes).

Gross domestic product at market prices is the sum of the gross values added of all
resident producers at producers’ prices, plus taxes less subsides on imports, plus all
non-deductible VAT (or similar taxes).

Gross fixed capital formation is measured by the total value of a producer’s
acquisitions, less disposals, of fixed assets during the accounting period plus certain
additions to the value of non-produced assets (such as land or subsoil assets) realised
by the productive activity of institutional units.

Gross national disposable income may be derived from gross national income by
adding all current transfers in cash or in kind receivable by resident institutional units
from non-resident units and subtracting all current transfers in cash or in kind payable
by resident institutional units to non-resident units.

Gross national income (GNI) is the aggregate value of the balances of gross primary

incomes for all sectors; (gross national income is identical to gross national product
(GNP) as hitherto understood in national accounts generally).
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Gross saving is gross disposable income less final consumption expenditure.

Gross value added is the value of output less the value of intermediate consumption;
it is a measure of the contribution to GDP made by an individual producer, industry
or sector.

Gross value added at basic prices is output valued at basic prices less intermediate
consumption valued at purchasers’ prices.

Gross value added at producers’ prices is output valued at producers’ prices less
intermediate consumption valued at purchasers’ prices.

Positive or negative holding gains may accrue during the accounting period to the
owners of financial and non-financial assets and liabilities as a result of a change in
their prices (holding gains are sometimes referred to as “capital gains™).

A unit of homogeneous production is a producer unit in which only a single (non-
ancillary) productive activity is carried out.

A household is a small group of persons who share the same living accommodation,
who pool some, or all, of their income and wealth and who consume certain types of
goods and services collectively, mainly housing and food.

Household actual final consumption consists of the consumption goods or services
acquired by individual households by expenditures or through social transfers in kind
received from government units or non-profit institutions serving households
(NPISHS).

Household final consumption expenditure consists of the expenditure, including
imputed expenditure, incurred by resident households on individual consumption
goods and services, including those sold at prices that are not economically
significant.

lllegal production is the production of goods or services whose sale, distribution or
possession is forbidden by law; and production activities which are usually legal but
which become illegal when carried out by unauthorised producers.

Import duties consist of customs duties, or other import charges, which are payable
on goods of a particular type when they enter the economic territory.

Imports of general merchandise consist of most movable goods imported by residents
from non-residents and that, with a few specified exceptions, undergo changes in
ownership (actual or imputed).

Imports of goods consist of imports of the following items from non-residents to
residents, generally with a change of ownership being involved: general merchandise,
goods for processing, repairs on goods, goods procured in foreign ports by domestic
carriers, and non-monetary gold.

Imports of services consist of the following services purchased by residents from
non-residents: transportation; travel; communications; construction; insurance;
financial; computer and information; royalties and licence fees; other business
services; personal, cultural, and recreational services; and government services n.i.e.
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As traditionally understood, indirect taxes are taxes that supposedly can be passed
on, in whole or in part, to other institutional units by increasing the prices of the
goods or services sold but the term “indirect taxes” is not used in SNA93; rather
taxes are specifically identified by their purpose (e.g. taxes on products).

Institutional units are grouped together to form institutional sectors, on the basis of
their principal functions, behaviour, and objectives.

An institutional unit is an economic entity that is capable, in its own right, of owning
assets, incurring liabilities and engaging in economic activities and in transactions
with other entities.

The activity of insurance is intended to provide individual institutional units exposed
to certain risks with financial protection against the consequences of the occurrence
of specified events; it is also a form of financial intermediation in which funds are
collected from policyholders and invested in financial or other assets which are held
as technical reserves to meet future claims arising from the occurrence of the events
specified in the insurance policies.

Intermediate consumption consists of the value of the goods and services consumed
as inputs by a process of production, excluding fixed assets whose consumption is
recorded as consumption of fixed capital.

ISIC is the United Nations International Standard Industrial Classification of All
Economic Activities; the third revision of ISIC is used in the 1993 SNA.

Local government units are institutional units whose fiscal, legislative and executive
authority extends over the smallest geographical areas distinguished for
administrative and political purposes.

Machinery and equipment consists of transport equipment and other machinery and
equipment other than that acquired by households for final consumption.

A trade margin is the difference between the actual or imputed price realised on a
good purchased for resale (either wholesale or retail) and the price that would have to
be paid by the distributor to replace the good at the time it is sold or otherwise
disposed of.

Market establishments produce mostly goods and services for sale at prices which
are economically significant.

Market non-profit institutions serving businesses are created by associations of the
businesses whose interests they are designed to promote and usually financed by
contributions or subscriptions from the group of businesses concerned; the
subscriptions are treated not as transfers but as payments for services rendered.

Market output is output that is sold at prices that are economically significant or
otherwise disposed of on the market, or intended for sale or disposal on the market.

Market prices for transactions are the amounts of money willing buyers pay to
acquire something from willing sellers.

Market price equivalents are proxies, or substitute measures, for market prices in
those cases for which no actual market prices have been set; a customary approach is
to construct such prices by analogy with known market prices established under
conditions that are considered essentially the same.
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Market producers are producers that sell most or all of their output at prices that are
economically significant.

Mixed income is the surplus or deficit accruing from production by unincorporated
enterprises owned by households.

Monetary gold is gold owned by the monetary authorities or others subject to their
effective control that is held as a financial asset and as a component of foreign
reserves.

At the level of the total economy, national income is the total value of the primary
incomes receivable within the economy less the total of the primary incomes payable
by resident units.

Non- financial assets are entities, over which ownership rights are enforced by
institutional units, individually or collectively, and from which economic benefits
may be derived by their owners by holding them, or using them over a period of time,
that consist of tangible assets, both produced and non-produced, and most intangible
assets for which no corresponding liabilities are recorded.

Non-financial corporations are corporations whose principal activity is the
production of market goods or non-financial services.

Non-monetary gold covers exports and imports of all gold not held as reserve assets
(monetary gold) by the authorities.

Non-monetary transactions are transactions that are not initially stated in units of
currency; barter is an obvious example.

Non-produced assets are non-financial assets that come into existence other than
through processes of production.

Non-profit institutions (NPIs) are legal or social entities created for the purpose of
producing goods and services whose status does not permit them to be a source of
income, profit or other financial gain for the units that establish, control or finance
them.

Non-profit institutions controlled and mainly financed by government must be
properly constituted legal entities which exist separately from government but over
which government exercises control.

Non-profit institutions engaged in market production consist of those NPIs which
charge fees determined by their costs of production and which are sufficiently high to
have a significant influence on the demand for their services, but any surpluses such
institutions make must be retained within those institutions as their status as “Non-
profit institutions (NPIs)” prevents them from distributing them to others

Non-profit institutions engaged in non-market production are NPIs that are incapable
of providing financial gain to the units which control or manage them, and which
must rely principally on funds other than receipts from sales to cover their costs of
production or other activities.

Non-profit institutions serving households (NPISHs) consist of NPIs which are not

financed and controlled by government and which provide goods or services to
households free or at prices that are not economically significant.
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The operating surplus measures the surplus or deficit accruing from production
before taking account of any interest, rent or similar charges payable on financial or
tangible non-produced assets borrowed or rented by the enterprise, or any interest,
rent or similar receipts receivable on financial or tangible non-produced assets owned
by the enterprise; (note: for unincorporated enterprises owned by households, this
component is called “mixed income”).

Output consists of those goods or services that are produced within an establishment
that become available for use outside that establishment.

Output produced for own final use consists of goods or services that are retained for
their own final use by the owners of the enterprises in which they are produced.

An outworker is a person who agrees to work for a particular enterprise or to supply a
certain quantity of goods or services to a particular enterprise, by prior arrangement
or contract with that enterprise, but whose place of work is not within any of the
establishments which make up that enterprise; the enterprise does not control the time
spent at work by an outworker and does not assume responsibility for the conditions
in which that work is carried out.

Own-account producers consist of establishments engaged in gross fixed capital
formation for the enterprises of which they form part or unincorporated enterprises
owned by households all or most of whose output is intended for final consumption
or gross fixed capital formation by those households.

Own-account workers are self-employed persons without paid employees.

A PPP (purchasing power parity) is a price relative which measures the number of
units of country B’s currency that are needed in country B to purchase the same
quantity of an individual good or service as 1 unit of country A’s currency will
purchase in A.

The price of a good or service is the value of one unit of a particular good or service.

The principal activity of a producer unit is the activity whose value added exceeds
that of any other activity carried out within the same unit (the output of the principal
activity must consist of goods or services that are capable of being delivered to other
units even though they may be used for own consumption or own capital formation).

Produced assets are non-financial assets that have come into existence as outputs
from processes that fall within the production boundary.

A producer’s price is the amount receivable by the producer from the purchaser for a
unit of a good or service produced as output minus any VAT, or similar deductible
tax, invoiced to the purchaser; it excludes any transport charges invoiced separately
by the producer.

Producers for own final use produce mostly goods and services for final consumption
or fixed capital formation by the owners of the enterprises in which they are
produced.

Production is a physical process, carried out under the responsibility, control and
management of an institutional unit, in which labour and assets are used to transform
inputs of goods and services into outputs of other goods and services.

The production account records the activity of producing goods and services as
defined within the SNA.
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The production boundary includes all production actually destined for the market,
whether for sale or barter, all goods or services provided free to individual
households or collectively to the community by government units or NPISHSs, all
goods produced for own use, own-account production of housing services and
services produced by employing paid domestic staff.

Public corporations are resident corporations and quasi-corporations that are subject
to control by government units, with control over a corporation being defined as the
ability to determine general corporate policy by choosing appropriate directors, if
necessary.

The purchaser’s price is the amount paid by the purchaser, excluding any deductible
VAT or similar deductible tax, in order to take delivery of a unit of a good or service
at the time and place required by the purchaser; the purchaser’s price of a good
includes any transport charges paid separately by the purchaser to take delivery at the
required time and place.

A purchasing power parity (PPP) is a price relative which measures the number of
units of country B’s currency that are needed in country B to purchase the same
quantity of an individual good or service as 1 unit of country A’s currency will
purchase in A.

Quasi-corporations are unincorporated enterprises that function as if they were
corporations, and which have complete sets of accounts, including balance sheets.

Real gross domestic income (real GDI) measures the purchasing power of the total
incomes generated by domestic production (including the impact on those incomes of
changes in the terms of trade).

The reference rate (of interest) is the pure cost of borrowing funds (i.e. a rate from
which the risk premium has been eliminated to the greatest extent possible and which
does not include any intermediation services).

The rest of the world consists of all non-resident institutional units that enter into
transactions with resident units, or have other economic links with resident units.

The rest of the world account comprises those categories of accounts necessary to
capture the full range of transactions that take place between the total economy and
the rest of the world.

A SAM (social accounting matrix) is a means of presenting the SNA accounts in a
matrix which elaborates the linkages between a supply and use table and institutional
sector accounts.

Satellite accounts provide a framework to accommodate elements which are included
in the central accounts, explicitly or implicitly, plus complementary elements (either
monetary or in physical quantities) and possibly alternative concepts and
presentations.

Saving is disposable income less final consumption expenditure (or adjusted
disposable income less actual final consumption).

SDRs (Special Drawing Rights) are international reserve assets created by the

International Monetary Fund and allocated to its members to supplement existing
reserve assets.
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A social accounting matrix (SAM) is a means of presenting the SNA accounts in a
matrix which elaborates the linkages between a supply and use table and institutional
sector accounts.

Special drawing rights (SDRs) are international reserve assets created by the
International Monetary Fund and allocated to its members to supplement existing
reserve assets.

Tangible fixed assets are non-financial produced assets that consist of dwellings;
other buildings and structures; machinery and equipment and cultivated assets.

Tangible non-produced assets are natural assets - land, subsoil assets, non-cultivated
biological resources and water resources - over which ownership may be established
and transferred

A tax on a product is a tax that is payable per unit of some good or service, either as
a specified amount of money per unit of quantity or as a specified percentage of the
price per unit or value of the good or service transacted.

Total final consumption is the total value of all expenditures on individual and
collective consumption goods and services incurred by resident households, resident
NPISHSs serving households and general government units.

Total hours worked consist of the aggregate number of hours actually worked during
the period in employee and self-employment jobs.

Trade credits and advances are trade credit for goods and services extended directly
to corporations, to government, to non-profit institutions, to households and to the
rest of the world and also advances for work that is in progress (if classified as such
under inventories) or is to be undertaken.

A trade margin is the difference between the actual or imputed price realised on a
good purchased for resale (either wholesale or retail) and the price that would have to
be paid by the distributor to replace the good at the time it is sold or otherwise
disposed of.

Trading gains and losses arise from changes in a country’s terms of trade; for
example, if the prices of a country’s exports rise faster (or fall more slowly) than the
prices of its imports (i.e. if terms of trade improve) then an increased volume of
imports of goods and services can be purchased by residents out of the receipts
generated by a given level of exports.

A transaction is an economic flow that is an interaction between institutional units by
mutual agreement or an action within an institutional unit that it is analytically useful
to treat like a transaction, often because the unit is operating in two different
capacities.

A transfer is a transaction in which one institutional unit provides a good, service or
asset to another unit without receiving from the latter any good, service or asset in
return as counterpart.

The term uses refers to transactions that reduce the amount of economic value of a

unit or sector (for example, wages and salaries are a use for the unit or sector that
must pay them); by convention, uses are put on the left side of the account.
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Valuables are produced assets that are not used primarily for production or
consumption, that are expected to appreciate or at least not to decline in real value,
that do not deteriorate over time under normal conditions and that are acquired and
held primarily as stores of value.

Gross value added is the value of output less the value of intermediate consumption;
it is a measure of the contribution to GDP made by an individual producer, industry
or sector.

Net value added is the value of output less the values of both intermediate
consumption and consumption of fixed capital.

A Value added tax (VAT) is a tax on products collected in stages by enterprises.

Wages and salaries consist of the sum of wages and salaries in cash and wages and
salaries in kind.

Wages and salaries in cash consist of wages or salaries payable at regular weekly,
monthly or other intervals, including payments by results and piecework payments;
plus allowances such as those for working overtime; plus amounts paid to employees
away from work for on holiday; plus ad hoc bonuses and similar payments; plus
commissions, gratuities and tips received by employees.

7.33

Wages and salaries in kind consist of remuneration in the form of goods and/or
services that are not necessary for work and can be used by employees in their own
time, and at their own discretion, for the satisfaction of their own needs or wants or
those of other members of their households.

7.39
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