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Abstract

The Social Accounting Matrix (SAM) and its related models were designed to
circumvent many restrictions inherent in the National Accounting practices. The
goal was quantitative and simultaneous analysis of economics and social problems
facing many of developing countries. Iran was the first country to adopt this
accounting system. In the fifth plan of Iranian economy in 1973, the senior
consultant from the International Labor Organization (ILO) proposed guideline for
Iranian planners. The Iranian experience was carefully expanded to include other
countries of the world by the same organization. The result of this experience in Iran
was numerous books and articles that were published in internationally reputed
journals.

The debate that followed paved the way for development of a system of national
account with a domestic flavor. Two of the main results of these intellectual
challenges were the complete revision of the System of National Accounts of 1968 in
which the importance of the role of meso level accounting, and the applications of
Theory of General Equilibrium were recognized. While the Iranian experience had a
tremendous effect at the international level, in Iran, it was forgotten by the
academia for over two decades.

The design of meso level accounting system in the form of social accounting
matrix is the second experiment in Iran which is based on the experience of other
countries and United Nation System of National Accounts (1993). The SAM for Iran
is presented in three levels of aggregation: The MacroSAM, which has 10 rows and
columns, The MesoSAM which has 33 rows and columns, and finally the MicroSAM
which has 94 rows and columns. In this article the circular flow of Iranian economy
for 1996 based on MesoSAM is presented.
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Introduction

Almost three decades ago there was not a logical relation between income
distribution data and social analysis based on national accounts. The linkage
needed a theoretical background which was lacking at that time. National
accounts are not suitable for a wide range of economic analyses including
the poverty and welfare of a society.

For this reason the social accounting matrix was designed to tackle this

and other social and economic problems facing many of the developing
countries. In the words of Richard Stone, the main architect of the new
accounting system:
“In the SNA the production accounts are divided by products but the income
and outlay accounts are only divided by the main sectors, companies,
households, government and so on, with no subdivision of the household
sector that was recognized as a deficiency at that time and something had to
be done to repair it. Although studies of the distribution of personal income
by size have long been made, the lack of classification of households means
that the SNA as it stands cannot be used to study distribution in detail, in the
way that it can be used to study production. This is a serious shortcoming
and substantial efforts to repair this gap have been made in recent years by
Pyatt and his colleagues at the ILO and the World Bank”.""

Graham Pyatt and Jeffrey Round who have done a series of valuable

research studies in the improvement of social accounting matrix and its
application on the social and economic problems of developing countries
argue :
“At that time the structure of the welfare state in the UK was well
established so that questions of employment opportunities and care of the
needy were not pressing. The issue which caused most concern were those of
economic growth and not income distribution™ @

The recent development in local and international economic spheres
makes it more imperative to implement the necessary revision in the system
of national account. Steve Keuning, the director of Holland census bureau
defines these development as follows:

“The decentralization (from top to bottom), the globalization, the importance
of service and information economy in economic growth, and finally the
coordination of economic, social and environmental policies.” &

Without doubt the improvement in the existing system of accounting in
confronting the above mentioned four cases and also simultaneous analyses
of economic, social and environmental problems cannot be achieved without
reconciling the consumption and incomes of households in the most
disaggregated form in line with other accounts and sub accounts.
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Ruggles and Ruggles discuss theoretical macroeconomics and the way the
necessary data are to be obtained in order to analyze the socio-economic
groups and households consumptions and improvement in the existing
system of accounts. They observe that at the micro level the decisions are
based on micro behavior in partial equilibrium setting, all other factors
assumed to be fixed. Therefore, the logical connection between these units
and its relation with the structure of the economy is not an easy task, because
theoretically the structure is given. On the other hand, macroeconomics
emphasized the importance of macro variables. Also, in this approach the
structure of the economy is accepted, thus the overall and macroeconomic
changes are assumed to be affected by partial changes. These observations
clearly define the demarcation of micro and macroeconomics in the
organization of data sources. The reason is that basic data and information is
essential for the design of a wide variety of macroeconomic models. Also
this kind of consistent statistical system is theoretically justified. But,
because of macro nature, especially the households sectors cannot be used in
the problem related to the structure of economics and behavior of micro
units. @

Based on the argument above, a social accounting matrix can be defined

as:
“A matrix presentation of sequence of monetary accounts in which each
account defines an economic process with the logical relation with other
economic processes. The sequence of accounts are mainly made by
connection between economic structure and distribution and cost among
socio-economic groups. The consistency among these accounts is only
possible at the meso level. “

This article is organized as follows: in Section 2, the structure of social
accounting matrix for Iran in the year 1996 is presented. In Section 3, the
circular flow of Iranian economy (production, distribution, consumption,
accumulation, flow of funds, and the rest of the world ) is presented. The
last section contains the results and summary.

In presenting the accounts and sub accounts in a matrix form we have to
refer to two things: first in order to organize the data and information of
accounts and the logical relation between them, it is necessary to define four
kinds of statistical units. These units are 1. Products, 2. Establishment, 3.
Factors of Production, 4. Institutions. The individual units cannot be used in
SAM, they must first be grouped as a related category. Second, the
organization of accounts and sub accounts make it possible to use more than
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one unit in each account or sub accounts. "’ As an example, in production
account we use two units of ISIC' and CPC2.®

2. The Structure of the Social Accounting Matrix for Iran

Table 1 shows the circular flow of the Iranian economy in 1375 (1996). The
figures in the table are all billion rials in current prices. Table 1 has 33 rows
and 33 columns making it a square matrix. The row and column 33 contains
the totals for all of the rows and columns of the table. The other 32 rows and
columns show the accounts. There are 10 accounts which correspond to the
accounts enumerated in the Iranian MicroSAM. The information contained
in Table 1 is more detailed than the corresponding accounts in the
MacroSAM, but less detailed than the MicroSAM. @ Table 1 is more or less
comparable to the detailed aggregate national account and has been
produced having such a comparison in mind.

The accounts in Table 1 are as follows: Goods and Services Account
(rows and columns 1 to 3), Activities Account (rows and columns 4 to 6),
Generation of Income Account (rows and columns 7 to 13), Allocation of
Primary Income Account (rows and columns 14 to 16), Secondary
Distribution of Income Account (rows and columns 17 to 19), Consumption
of Income Account (rows and columns 20 to 22), Capital Account (rows and
columns 23 to 25), Capital Formation Account (rows and columns 26 to 28),
Financial Account (rows and columns 29 to 31), and The Rest of the World
Account (row and column 32).

2.1 Goods and Services Account

The Goods and Services Account contains three kinds of goods and services:
agricultural commodities, industrial commodities, and services commodities.
The unit in this account is CPC (Central Product Classification).

2.2 Activities Account

Three activities are included in this account: agricultural activities, industrial
activities"”, and services activities. The unit of this account is ISIC
(International Standard Industrial Classification). "

2.3 Generation of Income Account
Seven categories are included in this account: urban private wage earner,
urban public wage earner, rural private wage earner, rural public wage

1. International Standard Industrial Classification
2. Central Product Classification
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bsduction earner, mixed income, operating surplus, and taxes. The unit of account is

value added or employment.

2.4 Allocation of Primary Income Account
996). The Three institutions are considered in this account: households, corporations,
o and government. The unit of account is institution.

s 33 rows
> contains e e .
N—— 2.5 Secondary Distribution of Income account
E to the Households, corporations and government institutions are included in this
E . account.
contained
s in the
= or less 2.6 Consumption of Income Account
; bisa This account contains the three institutions, namely households,
o corporations, and government.
. Account .
E 2.7 Capital Account
s 4 10 6), .. .
. The units in this account are the same as above.
cation of
seconda . .
-wrknpti;z 2.8 Capital Formation Account
‘:ms and This account contains activities, namely, agricultural activities, industrial
E activities, and service activities.
26 to 28),
the World . .
2.9 Financial Account
The unit in this account is asset. There are three kinds of assets: money, loan
and others.
i services:
E .. 2.10 The Rest of the World Account
imodities. . " . . .
This account does not have a unit, because it contains all of the above
mentioned activities, commodities and assets.
In the Social Accounting Matrix presented in this paper we have three
; : kinds of commodities, three kinds of activities, three institutions, seven
industrial : :
. i ISIC factors of production, and three kinds of assets.

3. Analysis of the Circular Flow of the Iranian Economy

be earner 3.1 (Goods and Services & Goods and Services)

Ri:c wagé The intersection of goods and services with goods and services shows the
trade margin. For example, in 1996, the agricultural goods have paid 14,916

billion rials to services for transportation. This table also has another purpose

and that is to add the trade margin to output so that the supply side of the
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economy is calculated based on market prices .This will make the rows and
) g 3.3
columns of Sf(\é\)/[ more comparable since the rows are already based on In
market prices. M:
3.2 (Goods and Services & Activities) agl
The intersection of goods and services and activities, that is, rows 1&2&3 g’li
and columns 4&5&6, shows the absorption matrix. In 1996, agricultural all
activities in the process of production have consumed 8,239 billion rials of
agricultural commodities(row 1 and column 4). This is of course the co!
intermediate demand of agricultural activities. In the same year, agricultural od
activities have had other intermediate demand for industrial and services co
commodities (row 2 and column 4 and row 3 and column 4). Therefore, the 28
total intermediate demand of agricultural activities in 1996 adds up to 20,595 Ot}'
billion rials, that being the sum of the three items above. Columns 5&6 and qu‘
rows 1&2&3 contain intermediate demand of industrial and services !
activities for agricultural, industrial and service commodities. For example, y
the intermediate demand of industrial activities for agricultural commodities )
is 25,492 billion rials. For industrial commodities it is 69,254 billion rials, B
and finally for services commodities it is 6,321 billion rials.
The intermediate demand of agricultural activities is made up of 40% of
agricultural commodities, 37% of industrial commodities, and 23% of _
services commodities. The comparable figures for industrial activities are
25%, 69% and 6% respectively. Services have the least amount of -
agricultural commodities as intermediate demand (about 1%) and the share 4
of industrial and services commodities in total intermediate demand of .
services activities is almost the same. The tables show the amount of >
intermediate demand and their shares. (Note that the row and column &
numbers refer to the original rows and columns in Table 1) L
Absorption Matrix 3.4
In
Activities (percent) co
(ta
4 5 6 19
1 8239 | 25492 | 430 4 5 6 l;i;
; £ 1 40 25 1 s
2 7634 69254 | 16687 2 3 ) 9 po
3 4722.1. 6321 | 17177 3 23 6 50 be
Total 20595 | 101067 | 34294
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:ebdag?) 3.3 (Ac.tivities & Goods and Services)

In the intersection of rows 4&5&6 and columns 1&2&3 we have the Make

Matrix (transposed). This matrix shows the output of activities. In 1996,

agricultural activities have an output equal to 53,756 billion rials. This
180&3 matrix is generally a block diagonal matrix. That is, the main entries are in

% | the diagonals of the matrix. The Social Accounting Matrix (SAM) for Iran

cglturaf allows production of several commodities by one activity and one
rials ;) commodity by several activities. Therefore, we see that in 1996, agricultural
:ijtrael activity has an output equal to 53,756 billion rials of agricultural
E vices commodiftiffs. This amounts to 91% (?f the total a.gr‘icfultural output which is
bee. th 58,834 billion rials. In addition, agricultural activities have produced two

20.595 ‘ other kinds of commodities in the same year. Industrial activity has an output
- equal to 197,984 billion rials. The output of service activity is 167,256

:g;fv?;i billion rials, 99% of which has been in the form of services commodities.
The Make Table also shows that agricultural product is produced solely
xample, ; N ) . . . i
o by agricultural activities, while the industrial and services commodities are
nodities L . : .
e rials produced by other activities and it also shows the amount is not significant.
"40% of ‘ Make Matrix (percent)
23% of ‘
2 1 2 3 Total
ities are 1 2 3 Total
ount of :
4 | 53756 | 1479 | 3599 | 58834 4 o1 L. 3} &) 100
he share ,
f :
o’ & 5 0| 193845 | 4139 | 197984 5 0 98] 2 100
ount of | el
oo 6 | 12| 1892 | 165352 | 167256 6 0} 1| 99| 100
I
1 3.4 (Allocation of Primary Income & Goods and Services)
In the intersection of rows 14&15&16 (allocation of primary income) and
columns 1&2&3 (goods and services account), the net taxes on imports
(tariff minus subsidies) are shown. In row 16 and column 1, we see that in
1996, imports of agricultural products have paid the net taxes equal to —923
3 billion rials. The corresponding figures for industrial commodities is about
33 T 1,800 billion rials. Therefore, the net tariff for industrial commodities is
69 | 49 positive while for agricultural commodities it is negative. These figures have
6] 50 been entered as government income (row 16).
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Net taxes on imports

16 %) 1881 0

3.5 (Rest of the World & Goods and Services)

In the intersection of row 32 and columns 1&2&3, imports of agricultural,
industrial, and services are shown. In row 32 and column 1, the figure 2,928
billion rials, shows the amount of import of agricultural products. The import
of industrial product is 27,000 billion rials (row 32 and column 2) , which is
almost 9 times as big as agricultural imports. The import of services is
around 130 billion rials.

In row 33 and columns 1&2&3, the total outgoing of goods and services
are shown. This is in line with the convention that the columns of SAM
show outgoing and the rows show incoming. Therefore, the total (aggregate)
supply of agricultural products (domestic production + imports...) are shown
in row 33 and column 1, which is approximately 70,000 billion rials for the
year 1996. The total (aggregate) supply of industrial goods (which is
comprised of manufacturing, mining, building, electricity, water, gas etc.) is
approximately 270,000 billion rials. The total (aggregate) supply of services
commodities in the same year is about 114,000 billion rials. The sum of all
these figures is 455,461 billion rials which is the aggregate supply of the
economy in the year 1996.

Imports
1 2 3 Total
32 2928 27341 129 30428
Aggregate Supply
1 2 3 Total
33 70689 270546 114255 455461

3.6 (Goods and Services & Consumption of Income)
In the rows 1&2&3 and columns 20&21&22, the matrix of institutions
consumptions is shown. Row 1 and column 20 show the consumption of
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agricultural goods by households. Households have consumed about 30,000
billion rials of agricultural products. The total consumption of institutions in
1996 is about 187,000 billion rials, with the households share of total
consumption at about 82% and the government share of the total at 18%.
Almost all of the agricultural and industrial products have been consumed
by households. The share of households in services is about 60% and the
remainder has been consumed by government (not shown here). The share of
agricultural product in total households consumption is about 20%, that of
industrial product 48% and services 32%. Almost 100 percent of
government consumption is made of services commodities.

(percent)
20 21 22 Total

1 29077 0 0 29077
2 73051 0 Ry 0) 73323
3 50842 683 33289 84814
Total 152970 683 33561 |
(percent)

20 21 22
1 19
2 48
3 33 100 100
Total 100 100 100

3.7 (Goods and Services & Capital)

The entries of this matrix usually show the changes in inventories and
statistical discrepancies. Since the change in inventories is only associated
with enterprises activities, the column which shows the corporation is
affected. These are shown in column 24 and rows 1&2&3. In the intersection
of row 1 and column 24, the changes in inventories of agricultural product in
the year 1996 is about 3,730 billion rials. The total change in inventories is
about 5,900 billion rials. The service sector by its nature does not have
changes in inventories.
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24
1 © 8730
2 . 2233
3 , 0
Total 5963

3.8 (Goods and Services & Capital Formation)

This matrix contains investment by activities on investment goods. As
mentioned before, there are three kinds of investment goods: agricultural,
industrial , and services. The columns of this matrix have ISIC classification
and its rows have CPC classification. The total capital formation by
activities is 56,973 billion rials. Agricultural activities have invested 1,300
billion rials in agricultural capital goods, and 1,000 billion rials in industrial
goods. Capital formation by agricultural activities is about 2,400 billion rials,
by industrial activities about 12,000 billion rials, and by services about
43,000 billion rials.

The total investment in agricultural capital goods is about 1,300 billion
rials. In industrial capital goods it is about 54,000 and in services is about
1,000 billion rials.

The share of agriculture in total investment is 4% percent, with the share
of industry at 20% and the share of services at 76%. All these figures are
gross figures; that is they contain the consumption of capital.

26 27 28 Total
1 : 1319 0 0 1319
2 1085 11783 41636 53419
3 , 10 253 838 1141

As shown in the matrix of capital formation, the industrial activities have
11,783 billion rials investment in the form of industrial capital goods (cell
(2,27)) and 253 billion rials in services capital goods. The total of capital
formation by industrial activities is equal to 12,035 billion rials. In rows
1&2&3 and column 28, the capital formation of service activities can be
seen. The total capital formation by service activities is 42,524 billion rials
(cell (33,28)).

The total gross capital formation in 1996 is 56,973 billion rials. The share
of capital goods in capital formation is obtained by summing rows 1&2&3.
Total investment in agricultural capital goods is 1,319 billion rials (cell
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(1,26)), and total investment in industrial capital goods is 54,504 billion
rials. The share of agricultural capital goods in capital formation is 2%,
industrial capital goods is 95% and service capital goods is 3%.

The share of agricultural capital goods in agriculture capital formation is
54% and the share of industrial goods is 45%.

The industrial capital goods share in capital formation in industrial
activities is about 98%. The share of agricultural capital goods in capital
formation in agriculture is 100%. This means that industrial and service
sectors have not used agricultural capital goods in their investment.

The share of industrial capital goods in the agricultural sector is 2%. In the
industrial sector it is 20% and in the service sector it is 78%.

3.9 (Goods and Services & Rest of the World)

The intersection of rows 1&2&3 and column 24 show the export of
commodities. In 1996, the total export of goods and services to the outside
world is equal to 49,355 billion rials. The share of agricultural product in
total export is about 5% while the share of industrial product is around 95%.
We have to keep in mind that the industry here is very broad and contains
manufacturing, mining and construction. Therefore, the industrial product
includes the oil export which is by its nature a very significant figure.

Export (percent)
32
1 22402 1 E
2 46911 2 95
3 3 ; 0
Total Total g1 100

3.10 (Generation of Income & Activities)
In the intersection of generation of income (rows 7 to 13) and columns of
activities (columns 4&5& 6), the matrix of value added is shown. Whatever
remains from output of activities after paying the cost of intermediate inputs,
is value added.

The value added for agricultural sector can be found in column 4 and rows
7 to 13. The total valued added for agricultural sector is equal to 38,239
billion rials. This amount has to be paid to the categories of labor and capital
which form rows 7 to 13. These items are: wage earner (private and public,
urban and rural), mixed income group, operating surplus, and net taxes. As
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shown in the table below, only agricultural activities have negative net taxes

which means the subsidies in this category exceed the taxes.

Value-added

4 5 6 Total
7 1439 | 7288 4860 13588
8 376 | 4610 22800 27786
9 L e 4080 1091 8120
10 C AR 1320 ) 5941 7735
11 28455 18093 48325 94873
12 : ETIRT 60200 49446 116891
13 R ) -874
Total o 38R0 e 06016 | 132963 268118
(percent)
4 5 6
7 , 4 8 4
8 1 5 17
9 7.k 4 1
10 , 1 1 4
11 A =70 ; 19 36
12 18 63 37
Total 100 100 100
(percent)
6 Total

7 T 1367 100
8 i 82 100
10 b = 100
11 19 ST 100
12 SR s ke A2 100

The agricultural sector has paid 1,439 billion rials in

1996 to urban

private wage earners. The corresponding figures for rural private wage
earners is about 3,000 billion rials. This is almost 4 times bigger than urban
private wage earners. Compensations of urban and rural public wage earners
by the agricultural sector are almost the same. All in all, the agricultural
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sector in 1996 has paid about 11% of its value added as compensation to the
private sector, and about 2% to the public sector. The big figure in the
agricultural sector is mixed income, which comprises about 70% of value
added. The operating surplus in 1996 is about 18%.

The industrial sector has allocated 8% of its value added to urban private
wage earners and 4% to rural private wage earners (7,288 and 4,080 billion
rials). Mixed income is about 19% of value added. The compensation of
public employees in this sector is about 6%. Service activities have allocated
5% of the value added to the private sector (4% to urban and 1% to rural),
and 21% to compensation of public employees. Operating surplus in this
sector is about 42% and mixed income is about 32% of value added.

Private urban wage earners have earned about 11% of the total
compensation of agricultural activities and 54% of the industrial
compensation and finally, 36% of the service sector compensation (1,439
billion rials, 7,288 billion rials, and 4,860 billion rials of the total 13,588
billion rials respectively).

Rural private employees have received 36% of their compensation from
the agricultural sector, 50% from the industrial sector, and 14% percent from
the service sector. This means that the share of urban and rural private wage
earners from the industrial sector is almost the same. Urban public
employees compensation is 1% of agriculture, 17% of industry, and 82% of
the service sector. The same trend is shown for the rural public employees (
with the exception of agriculture). This implies that the urban and rural
public employees are mainly employed in the service sectors. The share of
mixed income in agriculture is 31%, industry 20% and services 49%. The
share of operating surplus in agriculture is 7%, in industry 48%, and in the
service sector, it is 45%.

The total of value added, which by definition is the Gross National
Product (GDP) of the country in the year 1996, is 268,118 billion rials.

3.11 (Generation of Income & Rest of the World)

Urban private and public employees have also received some compensation
from the outside world. These figures are shown in rows 7 and 8 and column
32.

The compensation of urban private employees from the rest of the world
in 1996 is 527 billion rials (cell (7,32)), and the corresponding figure for
urban public employees is 89 billion rials (cell (8,32)). The sum of the rows
of generation income is shown in column 33. There we see that employees
compensation of the urban private sector is 14,115 billion rials (cell (7,33)),
and the urban public employees compensation is 27,875 billion rials. In the
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same column we see that rural private employees have received 8,120 billion
rials, and rural public employees have received 7,535 billion rials. The total
mixed income is 94,873 billion rials, the operating surplus is 116,891 billion
rials, and finally the total net taxes is —874 billion rials. These figures are
incoming amounts to the generation of income account. Next, we can look
at the outgoing of generation of income account.

3.12 (Allocation of Primary Income & Generation of Income)
In the intersection of rows 14&15&16 and columns 7 to 13, the allocation
matrix is found. In row 14 and column 7, the urban private employees have
allocated the generated income which is equal to 14,115 billion rials to the
households (cell (14,7)), and foreign employees (cell (32,7)). The foreign
employees compensation is equal to 471 billion rials, and whatever remains
is allocated to the domestic households (cell (14,7)). In the same manner,
urban public employees have allocated the generated income to households
and foreign public employees. This means that, from the total income of
27,757 billion rials of public employees, an amount equal to 528 billion rials
has been allocated to public foreign employees and the rest to the households
(cell (14,8)).

As can be seen from the allocation matrix, the total compensation of
urban, rural, private, and public employees has been allocated to households.

Gross mixed income is equal to 94,873 billion rials (cell (11,13)) which is
allocated to households. Almost 17% of operation surplus has been allocated
to households and 83% to corporations (cells (14,12), (15,12)). The taxes
are allocated totally to the government. 62% of GDP has been allocated to
households and the rest to corporations.

3.13 (Allocation of Primary Income & Allocation of Primary Income)
We have already discussed the Allocation of Primary Income. Here we
discuss the other entries in this account. In the intersection of rows
14&15&16 and columns 14&15&16, that is, in the diagonal matrix of Table
1, the matrix of transfer between institutions can be found. This matrix
contains direct taxes such as income tax and property tax. Therefore, the
figures in this matrix have no effect on the overall balance of Table I, and
usually are not reported in the National Income Account.

The total transfers between institutions is 65,456 billion rials. Almost all
of the househoids transfer has been allocated to the corporations. The nature
of these transfers could be interest payment or rent or things of this kind. The
largest number belongs to the corporation which is about 60,000 billion rials.
About 31% of these transfers is allocated to the households, 22% to
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-':‘C" billion corporations and 47% to the government. These later kinds of transfers can
3 _fne.tgtai be thought of as the payment by the public corporation to the government.
P71 billion One example is the National Oil Company which manages the sale and
figures are

ve can look

operation of oil in the country on behalf of the government. The income of
households from transfers is 18,608 billion rials (the sum of row 14 and
columns 14&15&16), which is added to the generated income previously
discussed. The income of corporation from transfers is equal to 18,916
billion rials and that of the government is 27,940 billion rials.

- allocation In row 14 and column 33, the income of households from employees

oyees have compensation, mixed income, operating surplus and transfer is shown. The

:-11‘5}0 -the household income is 178,191 billion rials. The corporation and government
ihe Toreign income are shown in rows 15 and 16 and column 33, which are 126,936 and
FET remains 28,878 billion rials respectively.

e manner, The government has another source of income as it taxes the imports
households (tariffs). These items are shown in row 16 and columns 1&2&3.

ncome of

billion rials 3.14 (Secondary Distribution of Income & Allocation of Primary
households Income)

In the intersection of rows 17&18&19 and columns 14&15&16, the figures
ensation of related to the national income are shown. The households which have had
rouseholds. 178,191 billion rials income, pay 4,928 billion rials to corporations and 23

which is billion rials to the government. What remains is equal to 173,240 billion rials

en allocated which constitutes the households national income (cell (17,14)). In rows
The taxes 17&18&19 and columns 17&18&19, the matrix of transfer payments can be
allocated to seen. In the first row of this matrix, households receive 1,978 billion rials
from households, 557 billion rials from corporations, and 5,013 billion rials

from the government. Therefore, the total amount that households receive is

Income) 180,787 (cell (17,33)). Corporations transfer payments are shown in cells
§ Here e (17,18), (18,18), and (18,19). The corporation income is now 71,468 billion
i 3‘{ rows rials (cell (18,33)). The government receives transfer payments from
X of Tab!e domestic institutions and also from the rest of the world, the later equaling
IS matrix 855 billion rials (cell (19,32)). The nature of this payment could be the profit
pretorc, the from investment outside of the country. The government income,

able 1, and considering all of these figures, is 35,961 billion rials (cell (19,33)).

Almost all 3.15 (Consumption of Income & Secondary Distribution of Income)

The nature The matrix of disposable income is located at rows 20&21&22 and columns
-S'T‘i':iﬂd- .The 17&18&19. The disposable income of households is 170,139 billion rials
?4-11‘32;1315- (cell (20,17)). Whatever is left after the payment of taxes and other transfers
2s, 22% to

from the households income constitute the disposable income of the
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households. As an example, the income of households in row 17 and column
14 is 173,240 billion rials, of which the households pay 1,978 billion rials
(cell (17,17)) to households, 696 billion rials (cell (18,17) to corporations,
and 7,976 billion rials (cell (19,17)) to the government. Therefore, we have:

173,240 — (1,978 + 696 + 7,976) = 170,139

which is the households disposable income. The corporations and
government disposable incomes are calculated in the same manner and are
70,083 billion rials (cell (21,18)) and 28,171 billion rials (cell (22,19))
respectively.

3.16 (Goods and Services & Consumption of Income)

The consumptions of institutions are shown in the rows 1&2&3 and columns
20&21&22. Here the consumptions of goods and services by the institutions
are registered.

The households in 1996 have consumed 29,077 billion rials of
agricultural products (cell (1,20)), 73,051 billion rials of industrial products
(cell (2,20)), and 50,842 billion rials of services products (cell (3,20)). The
total consumption by the households is 152,970 billion rials. The total
consumption by the government is 33,561 billion rials (the sum of cells
(2,22), and (3,22)).

Based on the figures in the Table 1, the households account has
consumed the three kinds of goods, while the government consumption is 99
percent of the service kind. Whatever is left of the households disposable
income after payment for consumer products is the savings of the households
which is registered in the saving matrix.

3.17 (Capital & Consumption of Income )

In the intersection of rows 23&24&25 and columns 20&21&22, the matrix
of saving is found. Whatever is left of disposable income after the payment
for consumption is saving. This is calculated as residual. Therefore, the
saving is:

Saving = disposable income — consumptions

For the households:
Saving of the households = 170,139 — 152,970 = 17,169
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' ;;l;llr:lr; . In the same manner, the residual saving for corporations and government
porations 15 catculawed, ; . . D
we have: ’ In row 23 and column 20 the saving of households is registered, which is
' equal to 17,169 billion rials. The saving of corporations is 69,406 billion
rials and of the government -5390 billion rials (cell (25,22). The
government saving is negative which means that the consumption by the
ons and government exceedfad the disposable in.come of the government.
: and are A.ll t!le ﬁgureg in the saving matrix are gross ﬁgure's. The sum of all
s 19)) entries in the saving matrix show the aggregate gross saving of the country.
R Therefore, the total gross saving is 81,179 billion rials.
3.18 (Capital Formation & Capital)
2 columns In the interseption of .the capital'acc?oupt an.d the formation of capital
titutions account, capital formation by the institutions is shown (rows 26&27&28
and columns 23&24&25). The entries in this matrix show how institutions
dials of hav§ il?vested in activities. In other words, it shows how the savings of
1 products institutions have been used and to whgt purpose. . o
20)). The In row 26 we see _that the total investment in agricultural activities in
73 total '1996 is 2,414.1 billion rxal.s (c.ell (33,26)). In this year, the govemment_ did not
= of cells invest in agrilcultural activities. The share of households in total agricultural
2 investment is about 65 percent and that of the corporations is about 35
count has " . . . ’
ion is 99 . In row 27 and column 3.33 tota_l capital fo'rmatlon for the m'dL!strnal. sector
<isposable is shown to be 12,035 billion rials. Of this total, 1,152 billion rials is
Y hold household investment, 10,883 billion rials is corporate investment. The
prssinis share of households is 10, and the share of corporations is 90%.
Capital formation in the service sector is 42,524 billion rials. Households
investment in the service sector is 13561 billion rials, government
the matrix investment is 12453 billion rials and corporate investment is 16_510 billion
il rials. The share of households in total investment in this sector is 31%, the
_;_‘fﬁi}emf}?; share of government is 29% and the share of corporations is 40%.

Total gross investment in 1996 is 56,973 billion rials.(The sum of cells
(26,33), (27,33), (28,33).)

The share of agricultural activities in total investment is 4%, the share of
the industrial and mining group is 20% and the share of the service sector is
76%.
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3.19 (Financial & Capital)

In the intersection of row 29&30&31 and columns 23&24&25 the matrix of
lending is found. The unit of this account is asset, which shows the changes
(increase or decrease) in financial assets of institutions.

There is another related matrix in the intersection of capital account and
financial account (rows 23&24&25 and columns 29&30&31). This matrix
records the borrowing by the institution. This matrix shows the changes
(increase or decrease) in liabilities of the institutions in the economy.

The total resources available to the economy is equal to the sum of saving
and borrowing. The institutions in the economy use these resources to
acquire assets or to make investments.

In row 23 and column 33, the total resources of households in 1996 is
shown which is equal to 24,250 billion rials. Of this figure, 17,169 billion
rials originates from saving and the rest from borrowing (liabilities) by
households. In 1996, the households have incurred 3 billion rials of liabilities
(increase in liabilities) in the form of money, and 6,767 billion rials in the
form of loans as well as 312 billion rials in other kinds of assets. The total
increase in households liabilities is 7,082 billion rials which, if added to the
households savings, results in 24,250 billion rials. This is the total resources
available to households in the same year.

The households have used these resources for investment and to acquire
some kinds of financial assets. As is shown, the households have used
17,120 billion rials of these resources for investment (cell (26,23), ((27,23),
(28,23)). The increase in the financial assets of the households are shown in
the rows 29&30&31 and column 23. As is clear from the lending matrix, the
increase in financial assets of the households in terms of money is equal to
4,124 billion rials. Other forms of assets equal 3,000 billion rials.
Households do not acquire assets in terms of loans. (Either loans are not
given out or this kind of activity is not recorded.) Therefore, the increase in
financial assets of households in terms of loans is zero.

Total resources available to corporations in the year 1996 is equal to
115,449 billion rials, of which 69,400 billion rials comes from saving and
46,049 billion rials comes from borrowing. These resources have been put to
use in column 24. The uses are changes in inventory (5,963 billion rials),
capital formation (27,393 billion rials) and the acquisition of financial assets
(82,092 billion rials).

Based on Table 2, the changes in financial assets of households in 1996
are 7,124 billion rials and the changes in their liabilities are 7,082 billion
rials. The difference between these two items is 9,642 billion rials. This
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means that households in 1996 have had net lending equal to 42 billion rials
which shows a positive net balance.

The changes in financial assets of corporations are equal to 82,092 billion
rials and the changes in their financial liabilities are 46,049 billion rials. This
net change shows a positive balance of 36,043 billion rials.

The government net change is negative, which means that the change in
assets was smaller than the change in liabilities.

The domestic economy in 1996 has changes in assets equal to 103,668
billion rials, and changes in liabilities equal to 85,426 billion rials. This
means that the net lending of the economy is positive and is equal to 18,242
billion rials. This amount has been lent to the rest of the world which results
in net changes in liabilities equal to —18,242 billion rials. The economy as
whole has a zero balance.

4. Summary and Conclusion
In this article the Social Accounting Matrix in aggregate form was briefly
introduced to show its compatibility with the national income account.

The matrix introduces three commodities, three institutions, seven
categories of factors of production, and three kinds of assets. The sub
matrices of Make and Use formed the corner stone of the matrix. The
allocation of income among institutions and the uses of that income are
presented in a systematic manner. The Flow of Fund Table and the way it is
related to the real economy was presented. The matrix also includes the who,
what and where of investment. That is; who invested in activities and how
were these activities invested in capital goods. Direct taxes and other
transfers were discussed. Finally, the matrix shows how the domestic
economy interacts with the outside world.

The national income account does not have enough flexibility in dealing
with socio-economic groups, especially with regard to the analysis of
households income and expenditure. The Social Accounting Matrix provides
a consistent framework for analysis of a wide variety of problems. The SAM
presented in this article is shown to be comprehensive enough to tackle a
broader set of problems and, at the same time, is small enough to be cost
effective.
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11. Also, the names seem similar but note that they can mean totally
different things. For example, agricultural activities can produce agricultural
commodities or other commodities.

12. In referring to matrices, we put the row as the first argument and the
column as the second.




