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1 . An introduction to sector accounts

The sector accounts summarise the transactions of particular groups of institutions within the economy, showing 
how the income from production is distributed and redistributed and how savings are used to add wealth through 
investment in physical or financial assets.

2 . Institutional sectors

The accounting framework identifies two kinds of institutions:

consuming units (mainly households)

production units (mainly corporations, non-profit institutions or government).

Units can own goods and assets, incur liabilities and engage in economic activities and transactions with other 
units. All units are classified into one of five sectors:

non-financial corporations

financial corporations

general government

households and non-profit institutions serving households (NPISH)

rest of the world

3 . Types of transactions

There are three main types of transactions:

transactions in products are related to goods and services. They include output, intermediate and final 
consumption, gross capital formation and exports and imports

distributive transactions transfer income or wealth between units of the economy. They include property 
income, taxes and subsidies, social contributions and benefits and other current or capital transfers

financial transactions differ from distributive transactions in that they relate to transactions in financial 
claims, whereas distributive transactions are unrequited. The main categories in the classification of 
financial instruments are monetary gold and special drawing rights; currency and deposits; debt securities; 
loans; equity and investment fund shares/units; insurance, pension and standardised guarantee schemes; 
financial derivatives and employee stock options and other accounts receivable/payable

4 . Sequence of accounts

Transactions can be grouped broadly according to purpose in the production, distribution and use of income, 
capital or financial accounts.
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The production account displays the transactions involved in the generation of income by the production of goods 
and services. For each of the four sectors (the rest of the world does not have a production account), the 
balancing item, gross value added, is shown as output less intermediate consumption.

Gross value added at basic prices for each sector differs from gross domestic product for the UK total economy. 
The difference occurs because taxes less subsidies on products are not included in the production account by 
sector and are instead included within resources for the UK total economy. The sum of gross value added and 
taxes less subsidies on products for the UK economy is equal to GDP at market prices.

5 . Distribution and use of income accounts

The distribution and use of income accounts exist for all the institutional sectors. These accounts describe the 
distribution and redistribution of income and its use in the form of final consumption. The distribution and use of 
income are analysed in four stages, each of which is presented as a separate account.

1. Generation of income account

This is the first of the distribution and use of income accounts and shows the sectors and industries which are the 
source of income. The generation of income account details how value added is distributed in the form of labour 
costs (compensation of employees) and taxes minus subsidies on production. The balance is gross operating 
surplus (plus mixed income in the household sector), which is the surplus or deficit on production activities before 
interest, rent and income taxes. Gross operating surplus is therefore the income which units generate from their 
own use of the production.

2. Allocation of primary income account

This account shows the resident units and institutional sectors as recipients rather than producers of primary 
income. It demonstrates the extent to which operating surpluses are distributed (for example by dividends) to the 
owners of the enterprises. Also recorded in this account is the property income received by an owner of a 
financial asset in return for providing funds to, or putting a tangible non-produced asset at the disposal of, another 
unit. The receipt by government of taxes on production less subsidies is shown in resources.

The resources side of this account includes the components of the income approach to measuring gross 
domestic product and is the starting point for the quarterly sector accounts. The accounts also include property 
income recorded as both resources for receipts and uses for payments.

The balance of this account is the gross balance of primary income (B.5g) for each sector. If the gross balance of 
primary income is aggregated across all sectors of the UK economy, the result is gross national income.

3. Secondary distribution of income account

This account describes how the balance of primary income for each institutional sector is allocated by 
redistribution; through transfers such as taxes on income, wealth etc., social contributions and benefits and other 
current transfers. It excludes social transfers in kind.

The balancing item of this account is gross disposable income (B.6g) which reflects current transactions and 
explicitly excludes capital transfers, real holding gains and losses and the consequences of events such as 
natural disasters.
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4. Use of disposable income account

This account illustrates how disposable income is split between final consumption expenditure and saving. In the 
system for recording economic accounts, only the government and households and NPISH sectors have final 
consumption. In addition, for households and pension funds, there is an adjustment item in the account which 
reflects the way that transactions between households and pension funds are recorded (this adjustment is D.8: 
Adjustment for the changes in the net equity of households in pension funds reserves).

The balancing item for this account and for the whole group of distribution and use of income accounts is gross 
saving (B.8g). It is only in the case of non-financial corporations (public and private) that undistributed income 
and saving are equivalent.

6 . Capital account

The first part shows that saving (B.8g), the balance between national disposable income and final consumption 
expenditure from the production and distribution and use of income accounts, is reduced or increased by the 
balance of capital transfers (D.9) to provide an amount available for financing investment (in both non-financial 
and financial assets).

The second part shows total investment in non-financial assets. This is the sum of gross fixed capital formation (P.
51g), changes in inventories (P.52), acquisitions less disposals of valuables (P.53) and acquisitions less 
disposals of non-financial non-produced assets (NP). The balance on the capital account is known as net lending 
or borrowing. Conceptually, net lending or borrowing for all the domestic sectors represents net lending or 
borrowing to the rest of the world sector.

If actual investment is lower than the amount available for investment, the balance will be positive – representing 
net lending. Similarly, when the balance is negative, borrowing is represented. Where the capital accounts relate 
to the individual institutional sectors, the net lending/borrowing of a particular sector represents the amounts 
available for lending or borrowing to other sectors. The value of net lending/borrowing is the same irrespective of 
whether the accounts are shown before or after deducting consumption of fixed capital (P.51c), provided a 
consistent approach is adopted throughout.

7 . Financial account

The financial account shows the acquisition and disposal of financial assets and liabilities. Examples of financial 
assets include: bank deposits (which are assets of the depositors and liabilities of the banks), unit trust units 
(assets of the holders and liabilities of unit trusts), and Treasury Bills (assets of the holders and a liability of 
central government). The balance of all transactions in the financial account is net lending or borrowing.

8 . The statistical adjustment items

Although in theory the net lending/borrowing from the financial account and the net lending/borrowing from the 
capital account for each sector should be equal, in practice they are not. The difference between the two 
balances is known as the statistical adjustment item.

Part of the balancing process of economic accounts statistics for the previous year (that is, for years t–1 and 
earlier) involves assessing and modifying the component variables so that the estimates of net lending/borrowing 
made from the income and capital accounts and from the financial accounts are the same at the level of the 
whole economy and reasonably close to each other at the sector level.
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The sector statistical adjustment items are shown in .Table C (74.5 Kb Excel sheet)

9 . Balance sheets

A financial balance sheet for each sector has been compiled using the same financial instrument classification as 
that used for financial transactions. The changes in the end period levels in the financial balance sheets do not 
equal the financial transactions because of holding gains or losses and reclassifications of units between sectors.

10. Background notes

We would welcome your feedback on this publication. If you would like to get in touch please contact us via 
email: blue.book.coordination@ons.gsi.gov.uk

As part of our user consultation, we are conducting a . The aim of the survey is to find out:Blue Book survey

how you use our statistics

your understanding of the data published

your views on the quality of the publication

Your responses will help us improve some of our most important products. We will analyse the responses 
and publish a summary of the results over the forthcoming months.

The survey will take about 10 minutes to complete and will close on 04 December 2015. All answers will 
remain anonymous. Our  has further details.confidentiality statement

This release includes data available up to 2014. Data are consistent with , published on Index of Production
07 October 2015, the current price trade in goods data within UK Trade, published on 09 October 2015 
and ,  and , Balance of Payments Quarterly National Accounts United Kingdom Economic Accounts
published on 30 September 2015.

In line with the National Statistics Quality Review (NSQR): Review of National Accounts and Balance of 
, we have published a Payments response to National Statistics Quality Review (NSQR) Series (2) Report 

 on our website.No. 2: Review of National Accounts and Balance of Payments

On 13 July 2015 users of national accounts were invited to respond to an informal consultation on the 
national accounts medium-term work plan, which lays out a proposed set of priorities for the next 3 years. 
This consultation closed on 25 September 2015. It followed a previous work plan for national accounts and 
related outputs following the consultation held in 2013.

We will publish the final report, National Accounts Medium-Term Workplan, on our website by the end of 
November 2015.

We maintain a . Special events are events that are identifiable; they do not recur Special Events Calendar
on a regular cycle (so are not targeted by seasonal adjustment) and have the potential to have an impact 
on statistics. As explained in our , it is not possible to separate the effects of special Special Events policy
events from other changes in the series.

The UK Statistics Authority published 2 new assessment reports on the Annual and Quarterly National 
 on 25 February 2015. These are available Accounts and Supply and Use Tables and Input-Output Tables

on the UK Statistics Authority website.

In order to implement improvements reflected in the European System of Accounts 2010 (ESA 2010), we 
will introduce a new survey to collect purchases data, and have published an , article detailing our intentions
along with a .high level project plan

We regularly publish National Accounts  to provide more detailed methodological information and articles
information on developments within the national accounts. This includes supplementary analyses of data to 

http://www.ons.gov.uk/ons/rel/naa1-rd/united-kingdom-national-accounts/the-blue-book--2015-edition/rft-tables-a-b-and-c.xls
https://www.surveymonkey.com/r/WJRX6TJ
http://www.ons.gov.uk/ons/about-ons/get-involved/consultations-and-user-surveys/confidentiality-statement/index.html
http://www.ons.gov.uk/ons/rel/iop/index-of-production/index.html
http://www.ons.gov.uk/ons/rel/bop/balance-of-payments/index.html
http://www.ons.gov.uk/ons/rel/naa2/quarterly-national-accounts/index.html
http://www.ons.gov.uk/ons/rel/naa1-rd/united-kingdom-economic-accounts/index.html
http://www.ons.gov.uk/ons/rel/naa1-rd/national-statistics-quality-review/-nsqr--series--2--report-no--2--review-of-national-accounts-and-balance-of-payments/index.html
http://www.ons.gov.uk/ons/rel/naa1-rd/national-statistics-quality-review/-nsqr--series--2--report-no--2--review-of-national-accounts-and-balance-of-payments/index.html
http://www.ons.gov.uk/ons/guide-method/method-quality/quality/quality-reviews/list-of-current-national-statistics-quality-reviews/nsqr-series--2--report-number-2/index.html
http://www.ons.gov.uk/ons/guide-method/method-quality/quality/quality-reviews/list-of-current-national-statistics-quality-reviews/nsqr-series--2--report-number-2/index.html
http://www.ons.gov.uk/ons/guide-method/method-quality/general-methodology/special-events-group/special-events-calendar/index.html
http://www.ons.gov.uk/ons/guide-method/method-quality/general-methodology/special-events-group/index.html
http://www.statisticsauthority.gov.uk/assessment/assessment/assessment-reports/index.html
http://www.statisticsauthority.gov.uk/assessment/assessment/assessment-reports/index.html
http://www.ons.gov.uk/ons/rel/naa1-rd/national-accounts-articles/a-new-business-survey-to-collect-purchases-for-intermediate-consumption/index.html
http://www.ons.gov.uk/ons/guide-method/method-quality/specific/business-and-energy/purchases-survey/project-progress-and-timetable/index.html
http://www.ons.gov.uk/ons/guide-method/method-quality/specific/economy/national-accounts/methodology-and-articles/2011-present/index.html
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help with the interpretation of statistics and guidance on the methodology used to produce the national 
accounts.

The UK national accounts are produced under internationally agreed guidance and rules set out principally 
in the  and the accompanying European System of Accounts (ESA 2010) Manual on Government Deficit 

.and Debt- Implementation of ESA 2010 – 2014 edition (MGDD)

In the UK, we are responsible for the application and interpretation of these rules. Therefore we make 
 based upon the agreed guidance and rules.National Accounts classification decisions

We publish a monthly , giving economic commentary on the latest GDP estimate and our Economic Review
other economic releases. The next article will be published on 3 November 2015.

Common misinterpretations of this series:

expectations of accuracy and reliability in early estimates are often too high

revisions are an inevitable consequence of the trade-off between timeliness and accuracy

early estimates are based on incomplete data

Very few statistical revisions arise as a result of “errors” in the popular sense of the word. All estimates, by 
definition, are subject to statistical “error”. In this context the word refers to the uncertainty inherent in any 
process or calculation that uses sampling, estimation or modelling. Most revisions reflect either the 
adoption of new statistical techniques or the incorporation of new information which allows the statistical 
error of previous estimates to be reduced. Only rarely are there avoidable “errors”, such as human or 
system failures, and such mistakes are made clear when they do occur.

Estimates for the most recent quarters are provisional and are subject to revision in the light of updated 
source information.

Our revisions to economic statistics brings together our work on revisions analysis, linking to articles, 
revisions policies and documentation from the Statistics Commission's report on revisions.

Latest copies of our releases and  are on our website.Publications

Details of the policy governing the release of new data are available from the .media relations office

We are committed to ensuring all information provided is kept strictly confidential and will only be used for 
statistical purposes. Further details regarding confidentiality can be found in the respondent charters for 

 and , on our website.businesses households

You can follow us on ` and .Twitter Facebook

National Statistics are produced to high professional standards set out in the UK Statistics Authority's Code 
. They undergo regular quality assurance reviews to ensure that they meet of Practice for Official Statistics

customer needs. They are produced free from any political interference.

You may use or re-use this information (not including logos) free of charge in any format or medium, under 
the terms of the Open Government Licence v3.0. To view this licence, visit http://www.nationalarchives.gov.

; or write to the Information Policy Team, The National uk/doc/open-government-licence/version/3/
Archives, Kew, London TW9 4DU, or email: .psi@nationalarchives.gsi.gov.uk

Where we have identified any third party copyright information you will need to obtain permission from the 
copyright holders concerned.

This document/publication is also available on .our website

Any enquiries regarding this document/publication should be sent to us at

Office for National Statistics, Government Buildings, Cardiff Road, Newport NP10 8XG

http://ec.europa.eu/eurostat/documents/3859598/5925693/KS-02-13-269-EN.PDF/44cd9d01-bc64-40e5-bd40-d17df0c69334
http://ec.europa.eu/eurostat/documents/3859598/5937189/KS-GQ-14-010-EN.PDF/c1466fde-141c-418d-b7f1-eb8d5765aa1d
http://ec.europa.eu/eurostat/documents/3859598/5937189/KS-GQ-14-010-EN.PDF/c1466fde-141c-418d-b7f1-eb8d5765aa1d
http://www.ons.gov.uk/ons/guide-method/classifications/na-classifications/index.html
http://www.ons.gov.uk/ons/rel/elmr/economic-review/index.html
http://www.ons.gov.uk/ons/publications/index.html
http://www.ons.gov.uk/ons/media-centre/index.html
http://www.ons.gov.uk/ons/about-ons/get-involved/taking-part-in-a-survey/information-for-businesses/index.html
http://www.ons.gov.uk/ons/about-ons/get-involved/taking-part-in-a-survey/information-for-households/index.html
http://www.ons.gov.uk/ons/external-links/social-media/ons-twitter.html
http://www.ons.gov.uk/ons/external-links/social-media/index.html
http://www.statisticsauthority.gov.uk/assessment/code-of-practice/index.html
http://www.statisticsauthority.gov.uk/assessment/code-of-practice/index.html
http://www.nationalarchives.gov.uk/doc/open-government-licence/version/3/
http://www.nationalarchives.gov.uk/doc/open-government-licence/version/3/
http://www.ons.gov.uk/ons/index.html
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22.  Details of the policy governing the release of new data are available by visiting www.statisticsauthority.gov.
 or from the Media Relations Office email: uk/assessment/code-of-practice/index.html media.relations@ons.

gsi.gov.uk

These National Statistics are produced to high professional standards and released according to the 
arrangements approved by the UK Statistics Authority.

http://www.statisticsauthority.gov.uk/assessment/code-of-practice/index.html
http://www.statisticsauthority.gov.uk/assessment/code-of-practice/index.html
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