Introduction

CHAPTER 1. INTRODUCTION

A. Introduction

1.1. The Supply and Use Tables (SUTs) are an integral part of the System of National
Accounts 2008 (2008SNA) forming the central framework for the compilation of a
single and coherent estimate of GDP integrating all the components of production,
income and expenditure approaches as well as providing key links to other parts of the

SNA framework.

1.2. In their simplest form, the SUTs describe how products (goods and services) are
brought into an economy (either as a result of domestic production or imports from
other countries) and recorded in the Supply Table, and how those same products are
used (as intermediate consumption, household final consumption, non-profit
institutions serving households, general government final consumption, gross capital

formation and exports) and recorded in the Use Table.

1.3. The SUTs also provide the link between components of Gross Value Added (GVA),
industry inputs and industry outputs. Although typically shown only by the industry
dimension, SUTs can also be formulated to show the role of different institutional
sectors (for example, non-financial corporations, government, etc.)providing an

important mechanism to link to the different accounts of the SNA framework (the goods
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and services account, production account, generation of income account and the

capital account).

1.4. Importantly, and by design, these inter-linkages facilitate data confrontation and
the examination of the consistency of data on goods and services obtained from
different statistical sources such as business surveys, household surveys and
administrative data within a single detailed framework. As such, they provide a

powerful feedback mechanism on the quality and coherency of primary data sources.

1.5. The SUTs do not just provide a framework to ensure the best quality estimates of
GDP and its components, the SUTs are also an important analytical resource in their
own right, showing the interaction between producers and consumers. When
measured in volume terms, the SUTs provide the basis for a rich stream of analyses,
notably in the field of structural analysis, and in particular productivity, where in recent
years SUTs have been widely accepted as an important tool for KLEMS-type

productivity measures. Just as important is their growing use as the basis for deriving

the Input-Output Tables (10Ts).
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1.6. In many respects, the 10Ts, which show the links between final uses and
intermediate uses of goods and services defined according to industry outputs
(Industry by Industry Tables) or according to product outputs (Product by Product
Tables) predate the SUTs. The I0Ts also show separately the consumption of
domestically produced and imported goods and services. However, the widespread
availability of SUTs has meant that the SUTs form the starting point for constructing
IOTs, and in turn, the swathe of related analytical products and indicators, for example,
the Leontief Inverse and other type of analyses such as output multipliers, employment

multipliers, etc.

1.7. The SUTs and IOTs are compiled by many countries as part of their ‘core’ National
Accounts production thereby improving the coherency and consistency of their National
Accounts’ estimates. The ability to readily create I0Ts from SUTs (as shown in Chapter
12) has helped to reinforce the momentum behind the evolution, the role and the use of

SUTs.

1.8. SUTs and IOTs have received much attention in recent years. This is because of
their analytical properties allow for a much wider set of analyses not only of the national
economy and the regions within a nation but also of the inter-linkages of economies at

global level as well as environmental impacts.
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1.9. Further momentum has been generated for the role of SUTs and I0Ts as the
impact of globalization and the international fragmentation of production has rapidly
increased. Increasingly, to fully understand international inter-dependencies, and their
impact informing important policy areas, for example, trade, competitiveness and
sustainable development, one requires a prism that looks at production and
consumption through a ‘global value chain’ type lens. In other words, multi-country and
regional SUTs and I0Ts have become essential tools to inform policy and policy
makers. Over the past five years, a number of efforts have been made by the
international statistics community to meet these needs, for example, the OECD-WTO
Trade and Value Added database, WIOD and the UN Expert Group on International

Trade and Economic Globalization Statistics.

1.10. With these developments in mind, and in particular the heightened importance of
SUTs and I0Ts, the timing of this Handbook is important and highly relevant. To
motivate the detailed chapters that follow, this Chapter provides an introduction for this
Handbook. Section B in this Chapter provides a general overview of the roles and uses
of SUTs and 10Ts. Section C covers the SNA and links to SUTs and |OTs. Section D
covers the objectives of this Handbook and the new features of this Handbook
compared to previous manuals on the subject. Finally, Section E provides a description

of the outline and content of this Handbook.
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B. Uses of SUTs and I0Ts

1.11. The uses of SUTs and I0Ts are multiple and their statistical and analytical
importance has increased with time also in response to new emerging issues such as
globalization and sustainable development with its three pillars of social, economic and
environmental development. To some extent, the analytical uses of SUTs and IOTs are
presented below in parallel. The SUTs constitute the basis for the compilation of IOTs,

so the uses of one versus the other are not clearly delineated in this section.

1.12. As mentioned above, the SUTs combine into a single framework the three
approaches to measuring GDP according to the production approach, the income
approach and the expenditure approach. All three approaches are based on sets of
data with various levels of detail and a range of different sources. Combining the data
in one statistical framework compels compilers to use harmonised and unique
classifications of producers, users and income receivers, as well as harmonised and
unique classifications and definitions of products and income categories. Under these
conditions, corresponding data can be related and compared in a well organised way.
Combining the three data sets provides the opportunity to analyse the causes of

discrepancies, make necessary adjustments and fill data gaps when necessary.
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1.13. An important objective of the National Accounts is to estimate year-to-year and
quarter-to-quarter changes of several macroeconomic variables. When dealing with
production, use and the generation of value added, it is important to divide the current
price changes into volume changes (“real” growth) and price changes.When SUTs are
compiled simultaneously in current prices and in volume measures (as recommended
in this Handbook, using the “H-Approach”), there are considerable advantages in the
overall quality and consistency of the information provided. During the entire statistical
process - from the processing and analysis of the source data through to, and
including, the balancing of the SUTs - data in current prices and deflated data are

obtained simultaneously and consistently with each other.

1.14. In addition to the annual National Accounts, SUTs can be used in the compilation
of quarterly National Accounts. This may range from compiling and balancing quarterly
SUTs to just using the SUTs framework to highlight where quarterly product supply and
use discrepancies may exist. The annual estimates of GVA can,for example, be used
as weights in quarterly estimate of GDP in volume terms to reflect the most recent

period.Also SUTs can provide weighting schemes for price and volume indices.
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1.15. The SUTs and IOTs serve also as the basis for compiling a range of accounts
such as regional accounts,environmental accounts, labour accounts, tourism accounts,
etc. The clear links of these satellite systems with the SUTs (and IOTs) ensure the
consistency of the satellite systems with the concepts and methods of the core National
Accounts and allow for feedback loops with the SUTs during the compilation and
balancing process of the frameworks involved. For instance, the SUTs can support the
compilation of regional accounts by including clear links to variables like regional GVA.
When physical environmental flows are linked to the SUTs and IOTs in the
environmental accounts, they provide feedback loops to the compilation of SUTs by
contrasting physical and monetary measures of the supply and use of products.When
SUTs are linked to labour and capital, they can be used for productivity analyses that
link economic growth to the use of intermediate inputs. Finally, social accounting
matrices (SAMs) elaborate the linkages between SUTs and sector accounts. They
capture transactions and transfers between all economic agents in the accounting

system and measures effects of macroeconomic policies on distribution.

1.16. The SUTs and I0Ts also provide the basis for different types of analytical uses at
micro and macro level (see, for example, United Nations 2002, Mahajan 2004a and
2006). Various examples are included in the Additional Reading section at the end of
this Handbook. Examples include the following:

» Economic analyses: Export shares, import penetration, concentration ratios, links

between prices and costs, links between energy production, consumption and
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emissions, etc.

* Impact and policy analyses: Sensitivity analyses and impacts of taxation changes,
price changes,introduction of a minimum wage, specific economic crisis, earthquakes,
etc. as well as consumption/demand based accounting and analyses of air emissions,
material flows, energy, water, etc.

* Industrial and sectoral analyses: Changes to specific sectors over time like
information and communications technology (ICT), oil and gas, food, sport, creative
sector, tourism, health, etc., and more recently, analyses covering the digital economy,
sharing economy and collaborative economy as well as product-specific global value
chains.

* Local government type investment planning: Construction projects, shopping centres,
new motorways, rural planning, etc.

» Base structures for modelling: Computable General Equilibrium (CGE) models,

environmental analyses, supply-side based models, etc.

1.17. The role of SUTs and I0Ts in understanding the Global Value Chains (GVCs) is of
particular importance given the interconnected links of today’s global economy. The
SUTs constitute the centre piece of the internationally compatible accounting
framework for a systematic and detailed description of the economy, its various
components on the supply and use side and its relations to other economies. The
construction of international SUTs and IOTs allows, together with trade statistics, to

follow the Trade in Value Added (TiVA) and understand who ultimately benefits from the
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trade of finished goods in terms of value added, employment,etc. The compilation of
international or global SUTs and I0Ts tables poses a number of compilation challenges
(including, for example, the recording of goods sent abroad for processing and the
recording of the production abroad and merchanting affecting SUTs and I0Ts) and

relies on the availability of national SUTs and |IOTs on a comparable basis.

1.18. In addition, the inclusion of the environmental dimension in the SUTs and 10Ts
further enhances the usefulness of these tables by allowing the integration and
consistency of the economic and environmental information and the understanding of
the inter-linkages between the economy and the environment. Incorporating
considerations on the environment as part of the regular compilation of SUTs improves
the quality, coherence and consistency of the related outputs and the process provides

powerful feedback loops for identifying improvements.
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C. The System of National Accounts

1.19. The System of National Accounts (SNA) provides an internationally compatible
framework for a systematic and detailed description of a total economy (that is, a
region, country or group of countries), its components and its relations with other total
economies. The 2008 SNA (United Nations et al. 2009) is the latest version of the SNA,

which was adopted by the United Nations Statistical Commission in 2008.
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1.20. The SNA describes the basic features of the accounting system in terms of
concepts, principles,statistical units and their groupings, etc. The SNA gives an
overview of the sequence of accounts, the balancing items associated with each
account, a brief description of key aggregates and the role of SUTs and the
Input-Output (I-O) framework. The key accounting sequence include: production of
goods and services, transactions with regard to products (goods and services) as well
as non-produced assets, transactions which distribute and re-distribute income and

wealth, financial transactions and balance sheets.

1.21. The SNA framework also draws in other aspects such as price and volume
measurement, population,labour market measures, regional accounts and various
specific conceptual issues. Figure 1.1 provides an overview of how SUTs and IOTs fit
within the SNA framework. In particular, it shows which accounts in the SNA sequence
of accounts are more directly linked with SUTs and IOTs, namely production
account,generation of income accounts, use of disposable income accounts and

capital accounts.

1.22. Producing annual SUTs simultaneously both in current prices and in volume
terms not only ensures consistency for price volume measures, it also allows for the
estimation of the volume of GVA through “double deflation”, which is recommended in

the 2008 SNA.
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1.23. As mentioned, the SUTs are an integral part of the SNA, determining a single
estimate of GDP both in current prices and in volume terms and linked to the
institutional sector accounts. For example, the goods and services account for the total
economy can directly be compiled from the SUTs through appropriate aggregation. In
addition, by using the breakdown of GVA by components in the Use Table, the
production account and the generation of income account can easily be compiled from

the SUTs and linked to the institutional sectors.

1.24. Another important aspect linking the SUTs and the institutional sector accounts is
the statistical unit. The SNA uses two types of units and two corresponding ways of
sub-dividing the economy, which are quite different and serve separate analytical
purposes. The units can be classified to an industry for use in the SUTs and to an

institutional sector for use in the institutional sector accounts.
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Figure 1.1 Overview of the links between SUTs and the SNA framework
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1.25. The first purpose of describing production, income, expenditure and financial
flows, and balance sheets, is met by grouping institutional units into institutional sectors
on the basis of their principal functions,behaviour and objectives. The SNA enables a
complete set of flow accounts and balance sheets to be compiled for each sector, and
sub-sector, as well as for the total economy. The five institutional sectors distinguished
in the SNA are the following:

* Non-financial corporations;

* Financial corporations;

» General government;

* Households; and

* Non-profit institutions serving households.

1.26. The SNA also describes the transactions between these five institutional sectors
and the Rest of the World. These institutional sectors can be further split into
sub-sectors,

for example, general government can be split between central

government and local government.

1.27. The second purpose of describing processes of production and for I-O analysis is
met by the system grouping local kind-of-activity units (local KAUs) (or establishments)
into industries, on the basis of their type of activity. An activity is characterised by an

input of products, a production process and an output of products.
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1.28. In order to ensure consistency between SUTs and the institutional sector
accounts, a link table is compiled as an integrated part of the system. In this link table,
a cross-classification of output, intermediate consumption, components of value added
(and possible other variables of industries) between the industries and the institutional
sectors is shown. Thus, this table links the main macroeconomic variables from the
SUTs to the institutional sector accounts, providing a picture of local kind-of-activity
units and on the basis of institutional units. As both units are classified differently, the

link table also provides a picture of the relations of output, intermediate consumption,

value added, etc., originating in the different industries and institutional sectors.

1.29. The SUTs - consistent with the National Accounts, are normally produced in
connection with the final or benchmarked versions of the macroeconomic data around
2-3 years after first preliminary results of the National Accounts are published.
However, the SUTs should play a more vital role at the heart of National Accounts in the
production of preliminary annual or even quarterly accounts. Once the SUTs
compilation system is in place on an annual basis, the statistical benefits are

significant.

1.30. The role of SUTs in the National Accounts can take various forms. One is, for
example, to update SUTs — eventually in a more aggregated version — from the last
year with information available for the preliminary estimates in order to have a

complete set of SUTs available that are consistent with the National Accounts. This
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procedure is a good method for revealing inconsistencies in the aggregated preliminary
National Accounts. Another role of SUTs could arise from new information in a situation
in which new, and more, detailed information on total supply and exports is available at
an early stage, the structure and relationships in the SUTs of the previous year could

be used to project SUTs for domestic output and imports.

1.31. The compilation of SUTs was in the past associated solely with the construction of
IOTs. The SUTs were therefore seen as an intermediate step in the compilation of I0Ts.
This practically implied that the compilation of SUTs was carried out after the
compilation of the National Accounts had been completed. This approach, in fact, has
significant limitations because the independently calculated National Accounts
aggregates had to be kept unchanged despite inconsistencies identified through the

SUTs system.

1.32. The role of SUTs is now viewed more than just as a step towards the construction
of 10Ts. It is the SUTs that provide the ideal framework guaranteeing the coherency
and consistency of supply and use of products in the system in current prices, and in
volume terms, thereby improving the quality of the National Accounts, and in turn the

key economic aggregates.
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1.33. The compilation of SUTs is thus recommended as part of the regular annual
compilation of National Accounts. The annual compilation of SUTs is also one of the
recommended data sets used in assessing the scope of implementation of the 2008
SNA*' There is also a role for SUTs on a quarterly basis to help improve the quality

and coherence of quarterly National Accounts (more on the role of SUTs for quarterly

National Accounts is elaborated in Chapter 14).

%1 See Table 2 of the report (E/CN.3/2011/6) to the United Nations Statistical
Commission at its forty-second session (2011) available online at:

http://unstats.un.org/unsd/statcom/doc11/2011-6-NationalAccounts-E.pdf

1.34. The approach and guidelines for compiling SUTs as an integral part in the
production of National Accounts can be formulated in general terms as follows:

» SUTs are produced as a central element of the National Accounts compilation to
provide a key link to various parts of the SNA framework.

* SUTs provide the most efficient way and the statistical framework to incorporate all
basic data —aggregated or detailed — covering the components of the three approaches

to measuring GDP, and linking to the institutional sector accounts in a systematic way.

+ SUTs effectively ensure the consistency and reconciliation of results at a detailed
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level and thereby improve the overall quality of the National Accounts.
» SUTs are compiled and balanced in both current prices and in volume terms.

» SUTs are produced annually, and ideally, if possible, on a quarterly basis.

« SUTs can provide a powerful feedback mechanism on coherency and consistency of
source data such as business surveys as well as feedback on classifications of units on

the business register.

1.35. When balanced, the SUTs provide a coherent, consistent and wholly integrated
suite of statistics for a single period (for example, a year), which include:

* A single estimate of GDP in current prices and in volume terms, which is underpinned
with components of the production, income (only in current prices) and expenditure
approaches to measuring GDP.

* Detailed Goods and Services Account in current prices and in volume terms (not by
institutional sector).

* Production Accounts by industry and by institutional sector in current prices and in
volume terms

» Generation of Income Accounts by industry and by institutional sector (both in current
prices only).

* Link to the Use of Disposable Income Account through the flows of final consumption
expenditures and Capital Account through gross capital formation (GCF) (and the

components of GCF) balanced via SUTs.
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1.36. These guidelines should form part of the strategic drivers for improving the quality

of the National Accounts.
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D. Objectives of this Handbook

1.37. The theoretical development of IOTs has long history. Box 1.1 provides a
description of the evolution of both IOTs and SUTs within the context of National
Accounts. The United Nations Statistics Division (UNSD) followed the theoretical
development and the practical work of National Statistical Offices (NSOs) on 10Ts and
SUTs from the outset. It prepared a number of publications, under the guidance of the
United Nations Statistical Commission, since 1966 (see, for example, United Nations
1966, 1973 and 1999) to share practices, update the methodology in line with the

updates of the SNA, and provide guidance on the compilation of IOTs.

1.38. This Handbook continues those efforts in cooperation with other international
organizations and experts, providing a practical and step-by-step guidance for the
compilation of SUTs and IOTs based on the latest international statistical standards set
out in the System of National Accounts 2008 (2008 SNA) and the Sixth Edition of the
IMF's Balance of Payments and International Investment Position Manual (BPM 6)

(IMF,2009).
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1.39. This Handbook can, therefore, be viewed as an update of the UN Handbook of
Input Output Table, Compilation and Analysis (United Nations, 1999). However, with
the ever-increasing importance of SUTs in their own right, this Handbook extends the
scope of the previous publication by providing a more detailed description and
compilation guidance for SUTs. As the 2008 SNA states, “only supply and use tables
provide a sufficiently rigorous framework to eliminate discrepancies in the measured
flows of goods and services throughout the economy to ensure the alternative

measures of GDP converge to the same value” (2008 SNA,paragraph 14.15).

1.40. The Handbook builds on the experience, practices and guidance available at
national and regional level, such as the Eurostat Manual of Supply, Use and
Input-Output Tables (Eurostat, 2008). However, it provides an innovative approach to
the compilations of SUTs and I0Ts in the following three main areas:

« the underlying use of an integrated approach to statistics;

« the use of a business model for the compilation of SUTs and I0Ts linking the various
parts through an

“H-Approach” compilation scheme; and

» the mainstreaming of environmental considerations, through the inclusion of the

environmental focus of Chapter 13 within the core of Part B of the Handbook.
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1.41. The compilation guidance provided in this Handbook relies on an integrated
statistics approach whereby the production of statistics in the various domains is not
seen in isolation but as part of an integrated process which uses common concepts,
definitions, business registers and frames, statistical units, estimation methods and
data sources to improve the consistency of the statistics compiled, to reduce the
respondent burden, and potentially to reduce the statistical agency costs. In particular,
the consistency of the basic economic information (that feeds into the National
Accounts and in the SUTs) with the classifications, concepts and definitions of the 2008
SNA greatly reduces the discrepancies across data from different sources thus
facilitating their reconciliation as part of the integration process. The integrated
statistics approach is described in the Guidelines on Integrated Economic Statistics

(United Nations, 2013).

1.42. This Handbook follows the Generic Statistical Business Process Model (GSBPM)
(UNECE, 2013) to describe the production of statistics in a general and process
oriented approach. The underlying concepts and principles of the GSBPM have been
to describe the business process and stages of the statistical production processes
underpinning the compilation of SUTs and 10Ts. Chapter 3 of this Handbook describes
these links in more detail in the context of SUTs and IOTs. In addition, the chapters in
Part A and B of the Handbook are linked to the different parts of these stages of the

statistical production process.
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1.43. With the adoption of the System of Environmental-Economic Accounting (SEEA)
(UN et al., 2014) by the United Nations Statistical Commission, the extension of SUTs
and IOTs to include environmental flows in monetary and physical terms has become
an internationally agreed standard. Including environmental consideration from the
outset in the compilation of SUTs brings a number of advantages. It facilitates the
integration and reconciliation of the information, it enhances the quality of the

information, and it significantly increases the uses of the tabulations.
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Box 1.1 Evolution of the SUTs and I0Ts within the National Accounts

Ry 1.1 EERBFHRICETHHEERAREBAEHRDEL

The evolution of the national accounting system across the various domains
continuously evolve to reflect developments and improvements to the quality of
economic statistics and the evolution of economies in order to provide a relevant
measurement of the economy. There have been many people from various
disciplines and countries over the past four centuries that have provided major
contributions to the development of the system as it stands today and how the

system relates to SUTs and IOTS. Below is a short description of this evolution.

Wassily Leontief (1905-1999) is often referred to as the pioneer of Input-Output
based economics with the first of many key contributions when he published his
article on ‘Quantitative input and output relations in the economic system of the
United States’. This article discussed the construction of an economic transactions
table that Leontief based on the Tableau Economique, proposed by Francois

Quesnay in 1758.
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The framework was developed and applied as an economic tool with the
construction of the first IOTs for the USA covering the years 1919 and 1929
published in 1936. Later, Leontief developed the first I-O based model,which was
based on theories developed by Leon Walras published in 1874 and 1877. Leontief
was recognized for his pioneering work receiving the Nobel Prize in 1973. As a
result, I-O analysis has become a major tool in developing quantitative economics

as a science .

The role of SUTs and IOTs has evolved within the National Accounts. The 1953
SNA (United Nations, 1953) contained no reference to SUTs or IOTs. However, the
1968 SNA (United Nations, 1968) presented the integration of an Input-Output
framework into the integrated economic accounts of the SNA. The conceptual
development of the integrated economic accounts of the SNA earned Professor
Richard Stone, the Nobel prize in Economic Science in 1984, “for having made
fundamental contributions to the development of the SNA and hence greatly

improved the basis for empirical economic analysis”.

Alongside Leontief and Stone, other Noble laureates include, for example, Ragnar
Frisch and Jan Tinbergen in 1969, Paul Samuelson in 1970, Simon Kuznets in
1971, John Hicks in 1972 and James Meade in 1977 who have all contributed to

the foundations of today’s System of National Accounts measurement and the
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interlinkages between various sectors and activities in an economy.

The latest evolution of SUTs was recognized in the 1993 SNA (United Nations et al.
1993), whereby Chapter XV of the 1993 SNA covered Supply and Use Tables and
Input-Output Tables. With the latest version of the SNA, the 2008 SNA, the role and
need for SUTs has been further enhanced, which in turn will help to meet many

analytical needs, as reflected in Chapters 14 and 28 of the 2008 SNA.
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1.44. In line with the United Nations Statistical Commission*?, this Handbook
recommends the annual compilation of SUTs. In addition, the Handbook promotes
the compilation of these tables as an integral part of the compilation of the National
Accounts in order to ensure full consistency of the basic data and also a full
consistency of the macroeconomic estimates that are derived from the accounts.

%2 See report (E/CN.3/2011/6) to the United Nations Statistical Commission at its

forty-second session (2011) available online at:

http://unstats.un.org/unsd/statcom/doc11/2011-6-National Accounts-E.pdf

1.45. The Handbook provides a consistent numerical example of SUTs and I0Ts that
runs throughout the chapters (as far as practically possible) in order to facilitate the
understanding of the various compilation steps. It also provides examples of best
practices to further illustrate certain aspects of the compilation of SUTs. It should be
noted that in the numerical examples provided in this Handbook the numbers may not

add up exactly to the totals due to rounding.
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1.46. The target audience for this Handbook mainly includes compilers of SUTs and
IOTs with a basic knowledge and understanding of the SNA. However, since the
Handbook provides an overview of the whole statistical production process, managers
or staff in charge of the programme of National Accounts, economic and environment
accounts would also benefit from the Handbook to get an overall understanding of the
requirements for the compilation of SUTs and IOTs. Finally, analytical users may also
benefit from reading the Handbook as it would provide them with a better

understanding of the compilation steps, thus increasing their analytical applications.
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E. Structure of this Handbook

1.47. The Handbook consists of four main Parts.

* Introduction provides an introduction to the Handbook covered by Chapter 1.

» Part A describes the overview of SUTs and IOTs, the fundamental building blocks
required, crosscutting issues as well as the main stages of the GSBPM - namely,

designing, building and collection phases. Part A is covered by Chapters 2 to 4.

» Part B describes the compilation, balancing and dissemination phases of SUTs and
the IOTs. Also included are the physical SUTs, Environmentally Extended 10Ts and the

SUTs links to the Quarterly National Accounts. Part B is covered by Chapters 5 to 15.

 Part C provides examples of the extensions and applications of SUTs and IOTs. Part

C is covered by Chapters 16 to 21.
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Introduction

1.48. As described above, Chapter 1 provides an introduction to the Handbook; it
describes the importance of SUTs and IOTs for statistical purposes (for example,
compilation of annual and quarterly National Accounts, etc.), for policy making and for
analytical purposes (for example, economic forecasting, assessing the impact of
globalization). It also provides a general description of the System of National Accounts
(SNA)and where the SUTs fit within the SNA framework. This chapter also describes
the overall approach of the Handbook (also in comparison to previous handbooks) to

the compilation of SUTs and I0Ts and describes the outline of the Handbook.
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Part A

1.49. Chapter 2 provides a conceptual overview of SUTs and IOTs and describes the
basic elements that affect the structure and compilation of SUTs and IOTs. These
elements include the accounting principles of the SNA, the classifications of economic
activities and products, the choice of the statistical units and how it impacts on SUTs
and IOTs, and the valuation in SUTs and IOTs. This chapter also describes the
advantages of compiling SUTs as an integral part of the National Accounts and how the
SUTs are used to obtain consistent estimates of GDP. This Chapter also describes in
more detail the approach taken in this Handbook to take an extended SUTs and I0Ts
perspective with the environmental dimension incorporated allowing an integrated

overview of the framework at the outset.
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1.50. Chapter 3 provides the overview of the different phases that are undertaken in the
statistical production process of SUTs and IOTs based on the stages of the GSBPM
and linked to the UN Guidelines on Integrated Economic Statistics (United Nations,
2013). This chapter also provides an overview of the different institutional set-ups that
exist in countries and which may have an impact on the compilation process. The
compilation phases specific to SUTs and |IOTs are presented in this chapter together

with a link to the relevant chapters of the Handbook.

1.51. Chapter 4 covers specific phases of the GSBPM, namely the specify needs,
design, build and collect phase. It provides a description of the elements that should be
considered and carefully evaluated at the beginning of the compilation process such as
level of detail of the industry and products in the tables, the schedule of compilation,
the revision policy, resources, typical data sources, etc. These and other issues are

covered in this Chapter to provide the foundation for the compilation of SUTs and IOTs.
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Part B
1.52. Chapter 5 describes the conceptual and practical aspects of the compilation of
the Supply Table and how the “unbalanced” Supply Table is put together from the

typical data sources for SUTs, such as business surveys, administrative data, etc.
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1.53. Chapter 6 describes the conceptual and practical aspects of the compilation of
the Use Table. As in Chapter 5, this Chapter shows how an “unbalanced” Use Table is

constructed based on typical data sources.

1.54. Chapter 7 describes how to compile the valuation matrices which are necessary
to bridge the different valuation concepts of the product flows. This Chapter covers the
main concepts and methodologies of compiling matrices for trade margins, transport

margins, taxes on products and subsidies on products.

1.55. Chapter 8 describes the structure of the Imports Use Table and the Domestic Use
Table and the steps necessary to disaggregate the Use Table into the Imports Use
Table and the Domestic Use Table. Historically the compilation of these tables was
mainly considered as an intermediate step towards the compilation of IOTs (though not
an essential step). However, the Imports Use Table and the Domestic Use Table are
becoming increasingly important in their own right for analytical purposes.

1.56. Chapter 9 covers the compilation of SUTs in volume terms. It follows the
recommendation to simultaneously compile SUTs in current prices and in volume
terms. The compilation of SUTs in volume terms can start after the SUTs have been
compiled in current prices (although the current price tables do not need to be

balanced) but do need simultaneous presentation of volume and price indices.
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1.57. Chapter 10 describes the importance of linking SUTs and the institutional sector
accounts, which involve data by industry to be sub-divided according to the institutional
sectors to which the units within each industry are classified. The Chapter provides
guidance on how to compile the cross tabulation between industries and institutional
sectors and presents various approaches to establish the link between the SUTs and
the institutional accounts and describe some issues that may arise in the compilation of

the linking table.

1.58. Chapter 11 describes the manual and automated balancing procedures of SUTs
in both current prices and in volume terms. This is important for a full consistency of the
detailed information. The various checks related to product, industry and macro
identities, benchmarking with National Accounts, and comparison with previous SUTs,
if available, are explained. It is recommended to produce and balance SUTs
simultaneously at basic prices and purchasers’ and also for domestic and imported
products, all of which should be both in current prices and in volume terms. A further
dimension, and challenge to add, is to cover both annual SUTs, and if possible,

quarterly SUTs.

1.59. The sequence of chapters provides a preferred scenario for the compilation of
SUTs. However, different variants can be developed. An increasing number of
countries have achieved the preferred scenario. It is recommended that the preferred

scenario of compiling SUTs and IOTs may be seen as ambitious but can realised
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through gradual improvements in source data, production processes and IT

environment.

1.60. Chapter 12 provides an overview of the I0OTs (Product by Product and Industry by
Industry) and describes the methods and the underlying assumptions for transforming
SUTs into IOTs. The compilation of IOTs is quite different in nature from the compilation
of the SUTs and it relies on the availability of SUTs. The compilation of I0Ts is
considered more as an analytical step rather than a compilation process and for this

purpose viewed as a step from statistics to modelling.

1.61. Chapter 13 describes the structure of the SUTs in physical units where additional
rows and columns are added to show flows from the environment to the economy and
vice versa. This Chapter also describes typical data sources for the compilation of
these tables and examples of specific issues in which the SEEA and SNA differ (for
example, the treatment of international flows, and the treatment of goods for
processing), and how to extend standard economic I0Ts in monetary units to include
information on the environment in physical units in the EE-IOTs. Physical Input-Output
Tables (PIOTs) are also an extension of the SUTs framework to take into accounts
environmental considerations. They consist of a transformation of the PSUTs into
PIOTs. However, because of the conceptual and practical issues in the compilation of

PIOTs, the focus of SEEA (2012)- and thus this Chapter - has shifted more towards the

compilation of EE-IOTS rather than PIOTs. Examples of two country practices are also
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presented in this Chapter.

1.62. Chapter 14 provides an overview of how SUTs can be used to improve the QNA.
Since there are various scenarios that can be used in practice, this Chapter focuses
only on three main situations which describe using SUTs in various degrees in the

compilation of the QNA.

1.63. Data dissemination is an important activity for any statistical production process
as it provides the users with a range of statistics produced to internationally agree
guidelines. Presenting SUTs and IOTs to the users in a clear, transparent and
user-friendly manner is thus an important task of the statisticians. Chapter 15 provides
an overview of the elements that should be considered when disseminating SUTs and
IOTs, such as the identification of users’ needs in order to tailor the dissemination to the
main types of users of SUTs and I0Ts, the importance of having a dissemination
strategy and the elements that should be covered in the strategy. Reference to the

Statistical Data and Metadata Exchange (SDMX) for SUTs and IOTs is also provided in
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1.64. Chapter 16 describes the methods for compiling regional (sub-national) SUTs and | 1.64. %5 16 =&, Hull (MiJ7) O HEZ/ER T2 HiE L, LR

the main compilation issues such as the disaggregation of the information at
sub-national level, etc. Different issues and challenges are covered through a

bottom-up and top-down compilation approach.
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1.65. Although the focus of this Handbook is mainly on the compilation of national SUTs
and national 10Ts, there is an increasing demand for the instruments to capture the
structure and mechanism of cross-border fragmentation of production activities.
Chapter 17 provides an overview of multi-country SUTs and |OTs, the main compilation
issues, and a simplified compilation procedure. This Chapter also provides a review of

current international initiative in this area.

1.66. Chapter 18 deals with the projections of SUTs and IOTs. Many users require
comparable I-O products as well as for comparable frequencies and similar timeliness.
For example, some countries produce quarterly SUTs, some countries produce annual
SUTs and some countries produce less regular SUTs. Consequently,there is a variety
of methods, techniques and approaches in projecting SUTs and I0Ts and dealing with
the data gaps. These techniques also can help producers, for example, dealing with
periods between benchmarked years. This Chapter provides an examination of various
methods and techniques used as well as a range of literature available to overcome the
problem of incomplete data thus allowing the estimation and projection of I0Ts. The
Chapter also presents a numerical example for three methods: Generalised RAS,

SUT-RAS and Euro methods.
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1.67. Chapter 19 describes the main extensions of Supply, Use and Input-Output
Tables as part of a satellite system which are regularly used for economic analysis.
Several examples for the disaggregation of the Use Table and various satellite
accounts are reviewed including extensions like Social Accounting Matrices, Extended

Input-Output Tables and other examples of satellite systems.

1.68. Chapter 20 describes examples of the different types of I-O models and provides
a broad overview illustrating the benefits and the approaches used. The traditional
quantity model and price model of I-O analysis are presented for monetary I0Ts and
physical IOTs. Input and output coefficients, Leontief inverse, price and quantity
models, indicators, multipliers and inter-industrial linkages were developed for an

empirical extended IOT with extensions for gross fixed capital formation, capital stock,

employment, energy, air emissions, waste,sewage and water.

Chapter 21 provides examples of compilation practices from various countries with
different statistical systems. In general, the compilation practices can greatly vary
depending on the resources available, the statistical infrastructure, registers, surveys,
methodologies, etc. This Chapter provides some guidance for countries with limited
statistical resources and illustrates differences and challenges in the compilation of

SUTs and IOTs.
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