ECE Worki ng paper no.1

STATI STI CAL COW SSI ON and COW SSI ON OF THE EUROPEAN
ECONOM C CWMM SSI ON FOR EURCPE COVWMUNI Tl ES ( EURCSTAT)
CONFERENCE OF EUROPEAN STATI STI CI ANS ORGANI SATI ON FOR ECONOM C

CO- OPERATI ON AND DEVELOPNMENT

Joi nt  UNECE/ Eur ost at / CECD
Meeting on National Accounts
(Paris, 3-6 June 1997)

Item1 of the provisional agenda

Agriculture in Quarterly National Accounts:
Al l ocation of Qutput to Non-Harvest Quarters?

Submitted by I M !

Presented by Adriaan M Bloem, Chief of the Real Sector
Division, Statistics Departnent of the | M~



l. | NTRODUCTI ON

The recording of agricultural output in the quarterly national accounts
poses specific problens that relate to the allocation of output to non-harvest
quarters. This paper w || discuss these problens and various sol utions. Problens
inthis respect are caused by the fact that the output of a crop may only be
realized in a distinct harvest period, while the growh of agricultural products
often takes place during several accounting periods. It is not straightforward if
this output should only be attributed to the harvest period, or also to
non- harvest periods. If output is to be reallocated to non-harvest periods, the
question arises to what quarters and on what basis. Furthernore, it should be
consi dered what the consequences woul d be for other vari abl es.

No general |y accepted nethodol ogy is avail abl e concerning these
real l ocations. The 1993 System of National Accounts (SNA) states that in principle
crops should be al so allocated to non-harvest periods, but is not fully
conclusive. Furthernore, it |eaves many practical questions unanswered, and no
i nternationally accepted handbook is yet avail abl e that addresses these. 2

e could argue that quarterly accounts are not very useful in agricultura
econonm es. Proponents of this view would point out that in such econom es
quarterly accounts do not support business cycle anal yses. They woul d argue t hat
in these countries short-termeconomc growth as neasured through gross donestic
product (GDP) is dom nated by exogenous factors (such as hours of sunshine or
i nches of rain) rather than by underlying econonic forces. However, other uses of
quarterly accounts data are sufficiently inportant to outweigh this argument.
First, an inportant application concerns the use of the structural infornation
included in the quarterly accounts for the fornul ati on of econom c and financia
policies. In this respect, it should be noted that a nature set of quarterly
accounts will include information concerning expenditures on GP, a breakdown of
val ue added by industry and by conponents, and national incone and savi ngs data.
Second, quarterly GDP can be used as a denominator for key indicators such as the
governnent debt, the fiscal deficit, and the quantity of noney.

Furthernmore, it can be noted that quarterly national accounts often serve to
forecast annual data such as @GP for a current year, and provide a first estimate
of these data before the annual accounts become avail able. A so, quarterly
national accounts are virtually indispensable in periods of rapid inflation
because under these circunstances the axi ons underpi nning the national accounts
(such as price honmbgeneity within the accounting period) become untenable on an
annual basi s.

This paper will take the useful ness of quarterly accounts for granted, even
in predomnantly agricultural economes, and it will focus on the specific
problens that arise in this context. First it will discuss the pros and cons of
real |l ocating output to non-harvest quarters and subsequently alternative nethods
to carry out reallocation. Subsequently, the paper w |l discuss reallocation of
other quarterly accounts variables. Finally, it will discuss some presentation
devi ces that may hel p somewhat to nitigate the problens users may have with the
uncertainties resulting fromreall ocations.

. Pros and cons of attribution to non-harvest quarters

The 1993 SNA supports the allocation of agricultural output to non-harvest
quarters in principle, but recognizes the practical problens involved. In
paragraph 6.99 it states “In agriculture ... it nmay sonmetimes be necessary to
estimate the val ue of work-in-progress in advance of the production process bei ng

’The probl em does not only concern agriculture but al so ani nal
husbandry, forestry, and fisheries. In an indirect way, it may al so affect
other industries, especially industries processing perishabl e natura
products. However, for sinplicity reasons, this paper will focus on
agriculture
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conpl eted and the val ue of the finished products being known.” It also states, in
paragraph 6.100 that “There may be circunmstances in which the uncertainties
attached to the estimation of the value of work-in-progress in advance of the
harvest are so great that no useful analytical or policy purpose is served by
conpi ling such estimates.” For practical work on the quarterly accounts,
therefore, the fornul ati ons do not appear fully conclusive, and a further

exam nation of the pros and cons of attribution to non-harvest quarters seens
appropriate. This examnation will focus on two issues, viz., (1) the recording of
production, and (2) what constitutes the “uncertainties” that paragraph 6.100

al l udes to.

To put the discussion into proper perspective, an observation has to be nmade
concerning the timng of the conpilation of the quarterly accounts. O'ten several
versions of quarterly account are released, e.g., an early version shortly after
the end of the reference quarter, a first revision one quarter later, and a fina
version to achi eve consistency with the annual accounts. In sone countries,
quarterly accounts are only conpiled after the annual accounts have been produced,
and thus fully on an ex post basis; this is sometines called quarterization of the
annual accounts. However, the nore general case is that quarterly accounts are
conpi l ed during the ongoing year. To distinguish the latter situation from
quarterization, this paper will call these quarterly accounts “early estinates.”
The conpilation of early estimates clearly has advantages froman informati ona
poi nt of view, but poses problens that an ex post approach would not have. This
paper will focus on the early estinates.

2.1 The recordi ng of production

Concerning the recordi ng of production, two issues have particul ar rel evance
inthis context, viz., (1) time of recording, and (2) aggregation. In respect of
time of recording, the national accounts have a firmand | ongstanding tradition of
accrual accounting, inplying that transactions have to be recorded at the tine
they take place, and not necessarily at the time of the conconitant noney fl ows.

In respect of production, accrual accounting has given cause to the notion
of work-in-progress, an accounting device ensuring attribution of output to the
periods in which production has actually taken place. It is precisely the notion
of work-in-progress that causes the dilemra of the allocation of agricultura
output (crops) to non-harvest quarters.

The notion of work-in-progress is well-established, not only in the nationa
accounts, but also in business accounting. In the 1993 SNA, the rationale for
wor k-in-progress can be found in the followi ng two quotations: “Production can be
best described in general terns as an activity in which an enterprise produces an
output” (paragraph 6.6), and “For sinplicity, the output of nost goods or services
is usually recorded when their production is finished. However, when it takes a
long time to produce a unit of output, it becones necessary to recognize that
output is being produced continuously...” (paragraph 6.39.) Thus, the rationale
for work-in-progress is the ongoing producti on process in which inputs are used.

This rationale seens full applicable to agriculture: |ong before harvest
time inputs have to be nmade (fertilizer, seeds) and there is an ongoi ng production
process involved in raising the crop (pest control, irrigation, etc.) However,
ot her argunents can be mentioned that plead against the application of the work-

i n-progress notion to agriculture.

These argunents relate in particular to the artificiality of the construct.
To some extent the recording of work-in-progress distorts the view of income
generation and savi ng because out put does not generate noney flows before it is
sold. This seens in particularly applicable to a non-nonetized or |argely non-
noneti zed activity as agriculture, especially when it is on a subsistence basis or
on snmall fanily scale. In theses situations, |abor is often largely supplied on a
fam |y basis and intermediate inputs nay be self-produced. Adnittedly, the
standard national accounts concepts also apply to these situations. (For instance
one could argue that a subsistence farmer’s crop on the field is his work-in-
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progress, that fromthe production of this work-in-progress he derives a nixed

i ncone, that he saves all this income because he is living fromlast year’'s crop
and that he depletes these savings at the time of the actual harvest.) However,
this would seemtoo far-fetched to many.

Regardi ng aggregation, two issues should be considered, viz., (1) aggr egat i on
of products, and (2) aggregation of units. Concerning products, note that
agricultural producers often engage in various crops with different grow ng and
harvesting patterns. If this is the case, the seasonal pattern of total output of
t hese producers nay be much | ess pronounced than output of individual products.

Concerning units, an obvious point worth enphasizing is that nationa
accounts are primarily concerned with aggregates, and not with individual units.
An inmportant consequence in this context is that differences between individua
units concerning the tinmng of production cycles disappear at the | evel of an
i ndustry group for the total econony. For instance, this may occur in countries
with climatic differences between regions allow ng harvesting in one region at the
time that other regions engage in pre-harvest activities. In these cases, the
spread of crops over the year is nmuch nore reflective of an ongoi ng production
process.

2.2 Uncertainties

In many aspects, agriculture is a more uncertain business than ot her
industries, in particular because of the ever present threat of natural disasters
wr eaki ng havoc on crops on the field. Al though disasters occasionally al so affect
other industries, they generally do not have the wi despread effects they may have
in agriculture. Therefore, the recording of disasters in the national accounts
nerits particular examnation for agriculture, and particularly for early
quarterly accounts.

The 1993 SNA makes a distinction between | osses fromdisasters and
catastrophic | osses. D sasters such as fires are seen as nornal risks of business,
and if inventories are lost as a result of such phenonena this is to be treated as
loss of output. For instance, if a fire destroys inventories of work-in-progress
ina furniture factory the output related to these inventories is zero. However,
if an event is deemed a catastrophe, output renains unchanged and the catastrophic
| oss of inventories has to be recorded in the other changes in volune of assets
accounts. Thus, catastrophic |osses do not affect the val ue of production.

Applied to quarterly agricultural output, these recomrendations inply that
waste of crops due to normal events (such as inclement weather) are to be recorded
as loss of output, and that |oss of crops due to catastrophic | osses have to be
recorded as ot her changes in volume of assets; these | osses would not affect the
output estimate. This applies both to the output of harvest and non-harvest
quarters: If the potential or estinmate harvest output is attributed to non-harvest
quarters the allocation shoul d be exclusive of the waste of crops due to nornal
events, but inclusive of crops |ost through catastrophes.

Fromthis, two uncertainties arise. First, in the case of nornal |osses
either an estimate has to be nade of these | osses before allocating output to non-
harvest quarters, or revisions have to be made after the | osses becone known.
Second, the distinction between a normal event and a catastrophic |oss is sonewhat
arbitrary, and the 1993 SNA does not provide solid ground on which to base a
distinction. 3

% 1Inthe 1993 SNA, several statenments are nade to identify
cat astrophi c events, but the outcone of these statenents is not entirely
clear. On the one hand paragraph 12.36 seens to restrict catastrophic
events to singular events of a general nature. Exanples given include
“maj or earthquakes, volcanic eruptions, tidal waves, exceptionally severe
hurri canes, drought, and other natural disasters.” Paragraph 12.37 supports

(continued...)



2.3 Concl usi on

The spectrum of countries for which allocation of agricultural output to
non- harvest quarters would be useful may be limted because, at the | evel of the
total econony, crop cycles may snooth out over the year. Also, the artificiality
of recording crops in the field as work-in-progress argues agai nst such
allocation. In addition to this, the uncertainties nentioned above consi derably
reduce the val ue of making such allocations. Furthernore, as the next sections
wi |l show, to achieve allocation further uncertainties have to be overcone. Al in
all, this leads to the conclusion that in nost cases the quotation from paragraph
6. 100 of the 1993 SNA would apply “... no useful purpose is served by conpiling
such estimates” (see page 2 for the full quotation.)

I1l. Alternative allocation nethods

If it is decided that the harvest output of a particular crop has to be
al l ocated to non-harvest quarters, the next question to be answered is howto
achi eve allocation. Several nethods could be devel oped to all ocate a harvest
output to pre-harvest periods; this paper will discuss three, viz., (1) seasona
adj ust nent net hods, (2) a cost-pl us-markup approach, and (3) crop estinates.

Bef ore di scussing these alternatives, a basic question has to be answered;
viz., to what non-harvest periods output should be allocated. The 1993 SNA
recommends that allocation should be made to “quarters in which production takes
pl ace.” (See paragraph 10.107.) It may not always be self evident to what quarters
this pertains. For instance, in countries where all cultivation activities cease
during winter, it could be argued that neverthel ess production activities take
pl ace during these periods. In support of this, it could be nentioned that the
agricultural enterprises remain in operation, and | and, |abor, and fixed capital
assets are tied-up even if they are not used. Furthernore, payments (such as rent)
may be made during this period. However, the 1993 SNA defines production as “...
physi cal process, ... , in which |abor and assets are used to transforminputs of
goods and services into outputs of other goods and services.” (See paragraph
1.20). This inplies that in non-growh quarters no production takes place, and
that no allocation should be made to these quarters. A practical consideration in
support of this is that deciding what output should be allocated woul d be
difficult if a non-cultivation period is followed by several crops

3.1 Seasonal adj ust nent

Proponents of non-allocation nmay argue that the distortions that non-
al l ocation nmay cause to seasonal production patterns can be renoved through ex
post seasonal adjustnents. However, as argued before, ex post quarterization has
| ess value froman infornmational point of view

An alternative woul d be to use seasonal adjustnent methods (such as the
Census X-12) to forecast output for periods before a harvest. However, this woul d
i nply a nodel i ng approach that is not based on observed data fromthe periods
under consideration. Also, it could be noted that nmultiplicative seasona
adj ust nent nethods do not affect periods with a zero output (thus |eaving non-
cultivation periods without an attributed output), and that additive methods have

3(...continued)
this as it refers to “abnormal flooding.” On the other hand, the latter
par agraph al so i ncludes droughts, w thout further qualification. It is not
particularly clear why the latter should al ways be deened cat ast rophic
events, and flooding only if it is abnormal. To achi eve consistency, a
general criterion should be used, and it is recommended here to limt
catastrophi c events to abnornal, unfrequent occurrences. Thi s
recommendation i s supported by the discussion in the 1993 SNA of |osses of
fixed assets as presented in paragraph 6.178, which also uses is the
frequency of the occurrences as the criterion
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no other result than inputing an average output. Furthermore, it can be noted that
in view of the many fundanental and practical problens with seasonal adjustment
procedures this kind of data is seen by many as anal yti cal data.

3.2 Esti mat es based on costs

The 1993 SNA reconmends a costs-pl us-markup approach that provides first
estimates based on costs, to be followed by a revision at the time the eventua
val ue of the crop becones known. * The costs include |abor, internediate use, and
fixed capital consunption. Qther outlays concerning production (such as rents) can
be seen as covered through the mark-up

Consunption of fixed capital can be seen as taking place on a continuous
basis, no matter the use of the fixed capital assets. This would inply allocation
of output to all quarters even if no production takes place. However, this would
not agree with the above interpretation of the 1993 SNA's views on production and
it is recomrended here to restrict the allocation of fixed capital consunption to
producti on quarters.

It should be put to the test whether a costs-plus-markup approach is
practicable in countries in which agricultural activities are mainly fanily based
In such a situation, a good deal of the inputs (e.g., labor, seed for sow ng,
fixed capital assets) is not provided through the market, but wi thin the househol d
enterprise. The related costs are not expressed as a nonetary val ue, and thus seem
a weak basis for an output estinmate. Furthernore, it can be argued that in these
ci rcunstances | abor inputs are largely supply driven and do not have a strong
relation to output. (This applies, in particular, to small-scale famly farm ng
that, for several reasons, is often over-|abor intensive.  On a practical note it
can be added that, even if data are available on the acquisition of internediate
goods, it seens unlikely that nuch is known about the tining of their use.

3.3 Crop estimates

Athird method for output attribution is to first estimate a certain crop
and subsequently attribute this estimate to pre-harvest quarters. The main two
probl ens to be solved for this approach are (1) the estimate of the eventual crop
and (2) the attribution of this output to the non-harvest quarters.

3.3.1 The estimate of the eventual crop

An estimate of the eventual crop is needed because, obviously, during pre-
harvest quarters no observed output data are available. One alternative for the
estimate of the eventual crop would be to first estimate the volume of a crop, and
subsequently value this volume at a relevant price. A volune estimate could be
based on an estimate of the acreage under cultivation for a particular crop
conbined with yield estimates. The acreage under cultivation estimates could be
based on surveys, or on aerial and satellite photography; yield estimtes could be
based on average crop yields, and revised on the basis of expert views as needed.
It may be surmsed that in many agricultural countries this kind of information is
avai |l abl e.

Concerning the relevant price, in theory two alternatives coul d be
consi dered: (1) the average price of the crop during the period that it is

“See par agraph 10.107 that states “In any case, provisional estimates
of additions to work in progress can al ways be cal cul ated on the basis of
costs plus a mark-up and revised when the val ue of the harvested crop
becones known.” See al so paragraph 6.96 that refers to exanpl es of
i nternedi ate consunption and conpensation of enpl oyees.

°This makes the recommendation of paragraph 6.96 of the 1993 SNA to
reall ocate output for unincorporated enterprises “in proportion to the
unpai d hours worked by the owner(s)” somewhat inpractical
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marketed, and (2) the price at the time of the harvest. The average price during
the time a crop is on the market will include a service elenent (relating to
storage) and an inflation element, and is not suitable for these reasons.
Therefore, for the valuation of the eventual crop, the price at the time of the
harvest seens the nmost appropriate (this does not nean that it should al so be
applied to the pre-harvest periods; see bel ow).

Alternatives for the estimate of the price of the crop at harvest tine woul d
be prices on forward markets, world-market prices, or the previous crop’s prices
corrected for general inflation. Future markets’ prices nmay not always be locally
avail able and may also turn out to be off the mark. Wrl d-market prices nay be
I ess rel evant for |ess devel oped markets and for products that are predoni nantly
consuned donestically. Therefore, anong the various alternatives, a harvest price
estimate based on the price of the previous crop adjusted with some genera
inflation indicator seens the nost appropriate.

Al ternatives for such a general inflation indicator would include the
consuner price index (CPl) and the inplicit deflator of gross domestic
expenditures. In either case, exclusion of prices of inported goods is
r ecomrended

3.3.2 The attribution of the eventual crop to non-harvest quarters

Three alternatives for a quarterly attribution would be (1) a straight line
interpolation, (2) an attribution as a function of inputs over tinme, and (3) an
even attribution to the relevant quarters. Straight line interpolation has an
intuitive appeal, as it resenbles a growth-pattern over time. However, this nethod
will probably entail negative value added and incorme flows in early periods, which
seens counterintuitive. Also, there seens no theoretical sound reason to attribute
| ess output to earlier periods.

A nore subtle method woul d be an attribution as a function of inputs over
time. This woul d enphasi ze production in the planting and the harvest season,
which intuitively seens realistic. Above it has been argued that the correlation
bet ween inputs and outputs nay be weak, but this seens |ess of a problemfor the
al l ocation of an independently estimated output than for the estimation of the
output itself. However, it may be problematic to collect data on all rel evant
outl ays, whi ch shoul d enconpass (including transactions in kind) |abor,
internedi ate inputs, consunption of fixed capital, and rent.

The third nethod--the even attribution of production to all rel evant
quarters--does not have an obvious rationale either, but does not pose any of the
probl ens mentioned above. Because of the many uncertainties surroundi ng estinates
and basic data, this may be the nost straightforward nethod.

In applying this nethod, a distinction should be made between constant price
data and current price data. For constant price data, the nost straightforward
nmet hod woul d be to use the quantity estimate of the new crop--as allocated to the
quarters--as a volume indicator. For the current price estimates of the pre-
harvest quarters, the estinated price of the crop at harvest time cannot be used
directly, because this would include holding gains in the estimates. A sinple
net hod to bypass this problemwoul d be a straight line interpolation between the
previous crop’s harvest price and the expected harvest price of the crop under
cultivation. If the harvest price of this crop is to be estimated based on the
last crop’s price adjusted for general inflation, an obvious refinement woul d be
to apply the sane nethod for the quarterly allocations.

What ever the method of allocation, revisions will be necessary as observed
dat a becone available after the harvest. Concerning prices, it follows fromthe
precedi ng paragraph that the earlier estimtes cannot sinply be replaced by the
harvest price, because that would introduce an inflationary element in the
val uation that should be treated as hol ding gains. Therefore, the prices of the
pre-harvest allocations should be revised so general inflation is excluded (e.g.,
through a straight line interpol ati on between |ast and current crops’ prices).



V. Al l ocation of Other Variabl es

Thus far, this paper has focussed on the allocation of output to non-harvest
quarters. However, because a nmature set of quarterly accounts also will cover
ot her variables, the effects on these variabl es should al so be exanined. There is
no universally accepted practice to suggest what variables quarterly accounts
shoul d conprise. The position taken here is that a mature set of quarterly
accounts will include information concerning expenditures on GDP, a breakdown of
val ue added by industry and by conponents, and national incone and savi ngs data.

The SNA accounts affected by allocation of output to non-harvest quarters
i ncl ude the Goods and Services Accounts, the Production Accounts, the Generation
of Incone Account, the Distribution of Incone Accounts, and the Use of |ncome
Account. Fromthe variables of the Goods and Services Account, evidently tota
output is affected by an allocation of agricultural output. Furthernore, changes
ininventories are affected, because this is the category under which work-in-
progress is classified in the system Taxes and subsidies on products are affected
by the allocation of output if they are on an accrual basis, because the changed
timng of the output also inpacts on the periods over which the taxes and
subsi di es accrue. Regarding internediate use, output allocation does not have a
direct inpact, because in principle inputs should be recorded in the quarters in
which they are actually made. However, in practice not much information will be
avai l abl e on when the use of internediate inputs in agriculture takes place, and
allocation of intermediate inputs consistent with the output allocation nay be
nost practical. Fixed capital accumulation is not affected because crop outputs do
not concern fixed capital assets. °©

Concerning the allocation of consunption, it can also be argued that it is
not affected by an allocation of output to quarters, because work-in-progress does
not become avail able for use outside the producing unit. However, allocation of
consunpti on shoul d be considered for other reasons. In particular, if wages and
other primary incomes are paid in kind a decision has to be nade concerning the
time of recording

Especially with subsistence farm ng, wages nmay be paid out of the crop after
the harvest. The sane applies to rents, which are often paid on a sharecropping
basis in which the landlord receives part of the crop after the harvest. Al so, the
operating surplus of the farner and the di sposable incone that results after
i ncone distribution transacti ons have been settled, may be in kind rather than in
noney.

The del ayed i ncones as such do not pose a conceptual problem although
collecting the relevant data nay be difficult. Conceptually, the deferral of
wages and rents generates a financial claimof the beneficiaries on the farmer and
aliability of the latter. These clainms and liabilities are redeemed at the tine
of paynent; viz., at harvest tine. In practice, the recording of these clains and
liabilities at the time they are generated may be hanpered by | ack of data, in
whi ch case an even distribution over rel evant non-harvest periods is a next best
sol uti on.

A nore fundamental probl em concerns consunption out of these incones in
kind. In particular, this affects income in kind of food crops. Incone in kind of
non-food crops will probably be nonetized upon recei pt, but food products are
likely to be retained fully or partly for final consunption of the househol ds. 7

5This woul d be different if dairy and cattle farm ng woul d be taken
into consideration, because livestock is to be regarded as fixed capital
assets if it is raised for breeding or further production (e.g., mlk,
wool ).

" The sal es by recipients out of incone in kind may be to other
househol ds, but may al so invol ve whol esale and retail trade as an activity.

(continued...)
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This poses a problemfor the time of the recording of final consunption by
househol ds.

Concerning the time of recording of this final consunption, the 1993 SNA
states that “In practice, the System neasures househol d consunpti on only by
expendi tures and acquisitions” (see paragraph 9.40). If this would be applied

literally, for subsistence farming this would nean that the bul k of final
consunption fromthe crop woul d be concentrated in the harvest quarters, which
does not seemrealistic. It should be noted that the above quotation is froma
1993 SNA paragraph dealing with consunption of consumer durables, and the
argunent s underpinning this practical recomrendati on do not apply to subsistence
farmng. For this reason, and because of the unrealistic outcome that woul d
result, here another approach is recomrended.

Thi s recommended approach is to allocate the final household consunption
expenditure out of incomes in kind to the periods in which the products are used
up. This inmplies that househol ds are seen as building up a stock of goods at the
time of the harvest, which they deplete over the period to the next harvest. In
national accounts term nology this would inply changes in inventories. (Note that
t hese changes in inventories would affect post-harvest periods, in contrast to the
al l ocations di scussed above.) Again, if data on the spread of the consunption over
time are lacking, an even spread over the relevant quarters seenms an acceptabl e
next - best sol ution

O the Production Account, the allocation of output, internediate use, and
taxes and subsidies on products clearly also affects the allocation of val ue added
to quarters.

The Generation of Income Account will obviously show the allocation of taxes
and subsidies on products as carried over fromthe Producti on Account. However,
concerni ng the conposition of value added the situation is less clear. Here, two
alternatives are possible, viz., (1) to allocate the changes in value added fully
to operating surplus/ mxed inconme, or (2) to allocate the changes in val ue added
both to wages and operating surplus/mxed incone. If wages are actually paid in
the period that labor is hired, no allocation needs to be nade to this category,
and the effects of output allocation on val ue added woul d be fully absorbed by
operating surplus/mxed i ncone. However, if wages are paid only after the harvest,
as may happen in subsistence farning, attribution of changes in value added to
m xed i ncomre/ operating surplus only would severely distort the picture of the
econony. As argued above, these wages should be allocated to the period in which
the | abor has been provided, and the deferred payments shoul d be recorded through
financial transactions.

Concerning the Primary Distribution of Income Account, it can be noted that
the effects on wages, taxes and subsidi es on products, and operating surplus/m xed
incone will directly carry over to this account. However, as quarterly accounts
as defined here do not consider transactions between donestic sectors and because
external transactions are not likely to be affected by an all ocation of
agricultural output, this account does not need further consideration in this
respect. The changes in val ue added and taxes on products through the allocation
to non-harvest quarters directly find their way into the closing bal ance of this
account, viz., national incore.

The Distribution of Income Accounts woul d al so only show the effects on the
bal ance of this account for the total econony, viz., national disposable inconme

Concerning the Use of |ncome Accounts, the outcome woul d depend on the
choi ce concerning the allocation of consunption. If consunption is not to be

’(...continued)
Then, trade nmargins should al so be estinated. However, as this is not a
specific problemfor quarterly accounts, this will not be further discussed
her e.
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al l ocat ed, the changes in disposable income would be fully absorbed by nationa
saving. |If consunption is to be allocated, as argued for subsistence farm ng, both
consunption and savi ng woul d be af fected

V. Present ati on

e general di sadvantage of allocations to non-harvest quarters is that they
woul d introduce extra uncertainty to the accounts; therefore, if a country chooses
to apply this, special care in the presentation of the data is needed to mtigate
the probl ens users may have with the uncertainties resulting fromreallocations.

Three suggestions can be made in this respect. First, it is recomrended that
t he met hodol ogy be docunented carefully and the docunentation be wi dely
accessi ble, so that users are able to formtheir opinion. Athough this wll not
enhance the reliability of the figures, it will at |east enable a view on whet her
they are sufficiently reliable for various purposes. Second, to serve users who
deemthe allocations insufficiently reliable or do not care for allocations
anyway, these allocations should be specified and quantified. Third, the data
coul d be presented inclusive and exclusive of the allocations or, if users prefer,
of agricul ture altogether.



