



                       Distributional National Accounts---Feasibility of Macro -Micro Linkage
			                  ( K.G.K. Subban Rao@)
		( The next  revision in the System of National Accounts (SNA) envisages several changes in the framework of accounts, which focus on welfare aspects of the Households and distributional information on Household Income, consumption, saving and wealth in line with the National Accounts. A pre requisite for these distributions is that the two data sets of the Households at the micro and macro levels are to be brought to a common platform , with uniformity in   definitions , concepts and  and methodology in the two sources. When the two data sets  are widely varying  in scope and coverage, massaging the micro data and deriving distributions according to different classificatory characters in alignment with aggregates under reference , is not practicable.  Even so, it will be useful to generate some important distributions from the Household  sample surveys , which could be of use for policy formulation and analytical studies, and appended in the satellite accounts , without linking the two data sets. These are illustrated  with reference to the results available from the All India Debt and Investment Survey (AIDIS)  conducted in the 77th Round of the National Sample Survey Organisation (NSSO)
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	      During the last decade, there  have been in-depth discussions in international fora  on the revision of the System of National Accounts (SNA),2008, which was the fourth in the series since inception. The International Association for Research on Income and Wealth (IARIW)─Organisation for Economic Cooperation and Development (OECD) Conference on the Future of National Accounts under the caption “WHITHER THE SNA”, was the major initiative in this direction, in which several interesting papers were presented on various issues to be considered for revision1. The contents of these papers were reviewed briefly by Peter Van De Ven et.al2.  These were subsequently followed up by special seminars organised by IARIW. More importantly , at the institutional levels, several Advisory Expert Groups (AEG) were set up under the aegis of the Intersecretariat Working Group on National Accounts (ISWGNA) for various topics and documents prepared for discussion, with experts from the United Nations (UN),International Monetary Fund (IMF), World Bank, OECD , EUROSTAT. and other experts from various countries. The main contention of these discussions is that the SNA revolving around a single indicator of Gross Domestic Product (GDP) is not a measure of welfare, and the accounts need to be reoriented to social and environmental issues, Income distribution, unpaid work etc, and the SNA should be redesignated as System of National Economic Accounts (SNEA), which should , inter alia , cover Distributional National Accounts (DINA) from the Households perspective. Two different views were voiced in this context , one to bring out radical change in the existing system, and the other to retain the existing system, with some add ons to bring out welfare aspects. The first approach  envisages a total revolution in data base , while the second allows a degree of flexibility to generate the required tabulations by massaging the existing data base and presenting them as satellite accounts, supplementing the main sets of accounts. In either case ,  data availability, conceptual problems, limitations of the Household surveys etc,  need to be examined. The topics covered for discussion cover a wide array3,  some of which are oriented from the perspective of Household welfare, while others are new topics not covered in the SNA 2008.  Important among them are : (1) Wellbeing and Sustainability (2)Distributional Information on income, consumption, saving and wealth across various household groups, which impinge on the standard of living (3) Bringing in unmarketed services into the ambit of National Accounts. 
		The concept of welfare is multidimensional in nature covering a variety of yardsticks, some of which are measurable and others immeasurable. Needless to mention that it is difficult to compile a composite index , measuring “ How is Life?”. Even so, the OECD is compiling “ Better Life Index “, covering some measurable parameters and others reflecting on quality of life4. Apart from this, the next SNA revision envisages several changes in the framework of accounts, which focus on welfare aspects of the Households and distributional information on Household Income, consumption, saving and wealth in line with the National Accounts. A pre requisite for these distributions is that the two data sets of the Households at the micro and macro levels are to be brought to a common platform , with uniformity in the sector definition , concepts and definitions and methodology in the two sources. When the two data sets  are widely varying  in scope and coverage, massaging the micro data and deriving distributions according to different classificatory characters in alignment with aggregates under reference , is not practicable.  Even so, it will be useful to generate some important distributions from the Household  sample surveys , which could be of use for policy formulation and analytical studies, and appended in the satellite accounts , without linking the two data sets. These are illustrated  with reference to the results available from the All India Debt and Investment Survey (AIDIS)  conducted in the 77th Round of the National Sample Survey Organisation (NSSO). These aspects are detailed in this paper. Section 1 of the paper deals with the salient aspects of the proposals available from the international documents, referred above. Section 2 examines the feasibility of these  compilations with the data base in the Indian context. When the data sets between macro aggregates and estimates from micro data are not compatible, it is suggested that   Important distributions , which could be of use in policy formulation and analytical studies,  derivable from the Household surveys , can be presented as additional tables under satellite accounts,  as a supplement to the main accounts.  These aspects are discussed in Section 3 , culling out the Household survey  results available from the 77th Round of the NSSO. Concluding observations are given in Section 4.



		Section 1: Methodological issues on linkage between Household sector Accounts   
                                            in SNA and linkage with the Micro Data sets  
		Economic inequality and measures to reduce them  have been a matter of concern to many countries . The need for a suitable data base on distributional aspects of key indicators of Households was felt imperative for the purpose.  Stlltz, Sen and Fitussi (SSF) (2009) highlighted,  in their Report on the “Measurement of economic performance and social progress”, the importance of developing new evidence on the inequality in line with the system of National Accounts . A pioneering empirical study on the DINA  was attempted by Picketty et.al (2018)  , combining  Income tax data ,  survey data and National Accounts of the USA, providing time series of these distributions since 1913. The three sources of data were adjusted for differences in definitions , coverage etc, before arriving at the distributions. The study examines the extent to which economic growth  is percolated to the different quartiles in the income spectrum, and how much of this rise in income inequality owes to changes in labour and capital in National Income. Furthermore , distinction is made between pre tax and post tax National Income with a view to examine how far post tax redistributions of the Government ( taxes,  transfers and public expenditure on services such as education, defence, health etc , ) affects inequality.  There is a widening gap between National Accounts (NA) (which focus on macro economic aggregates and growth) and the inequality measures ( derived using survey data). To bridge this gap  , the DINA considers disparities among households and addresses questions such as what fraction of economic growth accrues to the different strata of the Households . Thus the NA and  DINA can be deemed as complementary data sets. Against this backdrop, DINA is accorded priority  In the next revision of the SNA, and a separate chapter on the methodological aspects  is  proposed to be added, which could possibly serve  as guidance notes for  countries for implementation. The update Document of the UN cited above  provides  compilation details in alignment with the aggregates of the Household sector5 The OECD working paper (2021) also gives similar  methodology for the purpose. The main steps involved in the procedure are : (1) Defining the Household sector covering exclusively Private Households  (2)  Generation of distributions according to different classificatory characters  (3) Linkage between   Macro aggregates and the Micro Data sets ,with adjustments for concepts and definitions in the two sources. The main  entries in the Household sector accounts are primary income / Disposable income , consumption expenditure and wealth  The SNA 2008 envisaged a fine ideal sectoral classification of the economy, in which   only two categories, viz.Private Non- profit Institutions Serving Households  (PNPISH) and Quasi Corporations  (engaged in financial and non financial activities ) are supposed to be  contained in the Household sector, and exclusion  of these entities  will provide accounts of the real Households.6.  As the revised definition is to cover only private households, institutional households are also proposed to be excluded7.  Thus the  accounts of the other entities embedded in the current and capital accounts need to be disentangled for deriving those of the Private Households.  After this is accomplished, the proposals envisage classification of  the Private Households  by decile groups/ quantiles , ranking  the Households according to various characteristics. The other classificatory characters suggested are: (1) Main sources of income (2)Geographical regions (3) Labour market status8. In analysing the distributions  at the household level, it is recommended to focus on equalized results, using equivalence scales that take into account size and composition of the Households to arrive at comparable results across households. In the distributions under reference , some indicators are also suggested to vividly explain the inequalities among the households. These are the Median values , the coefficient of variation, the debt ─asset ratio, debt ─ income ratio in each decile/ quantile group. 
The superimposition of the Micro data sets on the Macro aggregates further requires uniformity in concepts and definitions in the two sources, Assuming that the surveys cover major percent of households in the sector or a rough approximation to the Census figures, conceptual differences need to be sorted out. Illustratively, as indicated in the documents , non- life insurance benefits are to be treated as capital transfers, while purchase of lottery tickets and insurance premiums are to be considered as consumption expenditure. Also,  consumer durables  shown under consumption expenditure,  have to be removed for distribution purposes  and shown as a separate memoranda item. Another adjustment relates to Financial Intermediary Services Indirectly Measured (FISIM), which is adjusted in Macro accounts . These are illustrative, nut not exhaustive.
		In addition to the above, importance is accorded to transactions among households, which get netted out in the sector accounts. Illustratively , data on remittances among households and the capital transfers such as gifts etc  are to be collected. This is  additional data collection on intra sector flows among households.
		Against the backdrop of the above proposals, a few points merit consideration. As indicated above, the proposed linkage is feasible only when the aggregates derived from the Macro and Micro data sets are dimensionally comparable. Secondly, the definition of the sector should be the same , and conceptual differences need to be sorted out. The details of current and capital accounts in the sector Accounts  should be available from the survey sources. In countries like the U.S.A.  and U.K., the estimates of saving, consumption and net worth are derived from the Income and expenditure  Surveys and also the Flow of Funds accounts (FOF) . Reference to these sources of data is made in the Report of the High Level Committee  on Saving and Investment  (HLCSI)( 2009), in which personal saving estimates  from these surveys reflected in National Accounts( compiled  by Bureau Of Economic Analysis) are compared with those in the FOF accounts (compiled by the Federal Reserve Board)9 . Wide differences are noticed between the two estimates , even after some adjustments  are done as cited above. These discrepancies are inevitable, even when countries conduct large scale Income and expenditure surveys and relevant variables are plugged into National Accounts. In some countries,  Large scale  sample surveys  are conducted on different aspects of the Households, but the estimates derived therefrom   are subject to sampling and non- sampling errors. Though the relative standard errors are in tolerable limits at the aggregate levels, they may be high at disaggregated levels. This aspect assumes importance , when distributions according to various classificatory characters  are attempted from these survey data10.
		Section 2: Distributional Aspects of the Household Sector in the Indian Economy
		The linkage between the macro aggregates of the Households with the microdata and the derivation of the distributions under reference primarily assumes identification of Private Households  as a distinct category, close concordance between the two data sets and uniformity in concepts and definitions. The first pertinent question is  the identification of the Private Households ,   disentangling all other entities from the Household sector in the existing National Accounts Statistics. This Sector is a heterogeneous mixture of not only Private Households , but also  PNPISH, unincorporated enterprises and other entities not elsewhere classified11.  In respect of unincorporated enterprises,  Quasi corporations as defined in SNA 2008, were transferred to the  Financial and Non- Financial Corporations Sectors , but this has not captured all the sources and uses of funds of these entities, Even so,  a segment of unincorporated enterprises still remains as a remnant12. So segregation of the Private Households ( named as Pure Households in HLCSI) is not feasible.
		Next, let us examine the conceptual problems in the two data sets.  In the Household sector accounts, both  Physical Investment and Financial sources and uses of funds are derived as a residual. Investment in physical assets of the sector is derived as a residual using the commodity flow approach , after eliminating the investments of other sectors from the aggregates, which are also subject to errors and omissions. Thus the deemed Investment against Household sector contains errors carried over from other sectors as well, which are immeasurable. The financial sources and uses of funds of the sector are also derived by eliminating the claims /obligations of different sectors from the aggregates of different credit instruments in the accounts of other sectors. Even so,  the estimates on the financial side are more credible , when compared with the physical counterpart. In the case of final consumption Expenditure of the Households shown in the NAS, the estimates are derived by the commodity flow approach, adjusting for stocks and intermediate consumption of industries etc13. The scope and coverage of the Household consumption expenditure  is different  in the NSSO surveys ,  deriving estimates of consumption expenditure of each of the items, including durable household goods. Tinkering with the two data sets in the NAS  and those in the NSSO  surveys  with wide differences in scope and coverage , is not appropriate14.The proposals in SNA revision also highlight on distributions according to different classificatory characters. If the  data emanating from sample surveys  according to deciles / quartiles are used for the purpose, an important caveat is the adequacy of the sample size in each of the decile groups.
		As in the case of the U.S.A. and possibly in some other countries, we do not have countrywide income and expenditure surveys,  to estimate personal saving from this source and insert in the NAS. Even the Pilot survey ( planned as a precursor to countrywide survey) recommended by the HLCSI is in an experimental stage. In this  milieu, the only alternative  analysis would be to make optimum use of the distributions derivable form the Household surveys, discussed in the  Section3. 
		Section 3:  Distributions of Households from AIDIS for Inclusion as Supplements 
		The AIDIS  covered periodically in various Rounds of the NSSO provide interesting tabulations on the Debt and Investment aspects of the Households in Rural and Urban areas, which are  also  available for the occupational categories covered therein. The occupational types for Rural Households are (1) Cultivators and (2) non-cultivators , while the classifications for Urban are (1) Self- employed and (2) Others. The tabulations are provided by a single classificatory character in Statements and as Detailed Tables  for two-way  classifications in the NSSO Report. We may examine these tabulations  from the results of the  latest 77th Round  ( Report No. 588)  which can be used for policy purposes and analytical studies, and appended as supplements under satellite accounts. Considering some summarized tabulations , the details of distribution of assets and debt by decile class of Household assets ( classified by ranking of total assets) are available; the average value of total assets and debt are also available. Using these data , the curves of concentration or Lorenz curves can be drawn to measure the inequalities in asset  distribution and the corresponding Gini coefficient worked out. Also,  the Debt- Asset (DA) ratios in each of the decile classes can be worked out. Apriori. DA can be expected  to be very high in lower decile groups of households , tapering down when moving to the higher decile classes. While this is the picture  available from the generated tabulations, these can be supplemented by other measures , by examining the disaggregated data at the household level in each decile class15 . As indicated in the proposals cited above, the median value , the coefficient of variation and the maximum and minimum value can be provided for the characteristics under consideration. The other one way tabulations , which can be of use, are distributions of cash debt for institutional/ non- institutional debt by ranges of interest rates , which would throw light on the interest burden on the households. 
		Considering the two way tabulations , the details of cash debt classified by interest range and decile classes for institutional and non- institutional debt , gives further insight into the debt burden in respect of loans taken by the Rural and urban households16..Another interesting table is the distribution of outstanding cash debt by each credit agency and for different interest ranges.  This distribution is useful in examining the interest rate structure in informal credit markets and also the disparity in interest rates even among institutional sources17. The other important distribution is the distribution of outstanding debt by size classes of loans and decile classes of assets for Rural and urban households. From the data details provided therein, cumulative number of households and the ccumulative loan amounts for each decile class can be worked out and Lorenz curves drawn. Though these distributions are skewed, with a small precent of households in top decile groups accounting for  major share of the outstanding debt, it will be more evenly distributed in other decile groups. Thus in the entire Lorenz Curve, three distinct cut off points can be identified , where the curve changes its curvature and the distribution could be more even. The average outstanding debt  at the cut off points in the lower segments  will give a rough idea on the credit requirements  of the lower strata of the households. This information assumes considerable importance in the context of extending the financial Inclusion schemes to the weaker sections of the society and bringing the  excluded category into the ambit of institutional finance at affordable cost.
                                           
		                         Section 4:  Concluding Observations
The demand for disaggregated data of Households and distributions thereof have been accorded priority from the welfare perspective, and this is the main focus in the revision of the SNA. Data capture and processing need to be geared up to attempt such granular analysis, with linkage between  micro statistics and National Accounts, Statistical systems in many countries are not tailored to attempt such exercises, in view of the reasons detailed above. Even so, work on DINA is done in countries like USA, Australia, U.K. etc, where the data sets under reference are more amenable for the exercise. The World Inequality Data  (WID) Base is seized with compilation of these accounts for a number of countries, including those which do not have adequate data base18. In the Indian context, even the segregation of the (heterogenous) Household sector into a distinct entity of Private Households  is inconceivable, apart from other problems detailed above.  Further, self employed   and proprietary units are predominant in the sector , who do not maintain any accounts and also factor payments to labour and capital cannot be isolated. Even the Pilot survey on Household Income and Expenditure Survey ( planned as a precursor to the All India Survey) is in an experimental stage. In view of the unsatisfactory  Data Base of the Household sector, the idealistic situation in the proposed SNA revision is not realisable. Even so, the results of the  Household surveys can be harnessed to derive distributions , which could be advantageously used for policy purposes and analytical studies. Illustrative examples of the use of these results are described above with reference to the 77th Round of the AIDIS results .   Similar distributions can be extracted from other Household surveys of the NSSO;  these can be add-ons the main accounts and can be presented  under  satellite accounts as supplements, without  matching with the macro aggregates of the  Households sector of the NAS. As already mentioned, some of  these distributions could be of use in formulating schemes of financial assistance to the weaker sections of the society, in the context of growing importance accorded to financial inclusion of this targeted group.
		One aspect , which is highlighted in the proposals related to the intra household  transactions , which get masked in the accounts. These relate to both current and capital transfers. Presently, the AIDIS does not collect details on these transactions19. A separate Block may perhaps be introduced to capture these data in the next survey.


                                              NOTES                                     
	1.
	The Special Issue of the Review of Income and Wealth on the IARIW─OECD  conference  on the future of National Accounts , “ WHITHER THE SNA” contains many of these papers ( Review of Income and Wealth, Series 63, Supplement2, December2017

	2.
	See in particular the papers by Anne Harrison and Peter Van De Ven et. al in the Review under reference.

	3.
	These are detailed in the UN Statistics Division website link “ Towards the 2025 SNA”.This contains a list of task teams, and one such is concerned with the document  “ Guidance note for distribution of household income, consumption and wealth”;this is also available in the website under reference.  These proposals are in discussion stage. The finalised version will appear  as a separate chapter in the next SNA

	
	

	4.
	The measurable aspects are health, education , employment, housing, income and wealth. Immeasurable aspects are job satisfaction, social connections , environmental conditions, security etc. For the OECD Index , reference may be made to OECD website http://www.oecd-library.org/social-migration-health/data/better-life-index 2015 data-00823-en

	5.
	For details, reference may be made to the documents cited above.

	6.
	This implies that the  SNA 2008 sectoral classification identifies all entities in the economy in the respective sectors, and the Household sector bereft of HPISH could be deemed as Private Households, which may not be so.

	7.
	These cover households such as Boarding schools, nursing homes, temples, hospitals etc

	8.
	There are some other classificatory characters listed in the documents, but not mentioned here.

	9.
	See Table 6.1 “ Comparison of Personal Saving  in the NPA accounts with Personal saving in FFAs”, p88 

	10.
	These are discussed in detail in Section 2.

	11.
	This arises due to non-availability or partial availability of accounts of a sub sector or entities therein.

	12.
	Households not covered under Quasi corporations still remain in the Household sector as a remnant , with various business activities.

	13.
	For details, reference may be made to CSO (2012)

	14.
	Even so,  estimates of Private final consumption expenditure  in the NAS are compared with the NSSO survey data on household consumption expenditure surveys

	15.
	This exercise involves use of unit wise data and the corresponding multipliers, to generate the distribution of cumulative number of households and the cumulative characteristic under consideration. The sample size in each cell also needs to be considered for the purpose.

	16.
	See detailed Table A9R and A9U in Appendix A of the NSSO Report 588.

	17. 
	See detailed Tables A28R , A28U, A31R, A31U in the  NSSO Report under reference.

	18.
	See the WID working papers in http://WID.World

	19.
	In the distribution of outstanding debt by credit agencies, ; Friends and Relatives’ are shown as one source under non- institutional sources ; this could be deemed as intra household transaction.
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